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LAURENCE A. STEINHARDT: NEW DEAL DIPLOMAT,

1933-45

By Ralph Robert Stackman

Laurence Adolph Steinhardt (1892-1950) was one of
the early supporters of Franklin D. Roosevelt's presidential
bid in 1932. His support (mainly financial) was rewarded
with various diplomatic appointments. The only political
appointee to serve in the foreign service throughout Roose-
velt's more than twelve years in office, the New York City
attorney received diplomatic assignments to Sweden, Peru.
the Soviet Union., and Turkey.

Although it contains a brief biographical sketch of
Steinhardt, the study is intended as an investigation of New
Deal diplomacy. The Steinhardt Papers in the Library of Con-
gress, Washington, D. C., was the writer's major source. Both
published and unpublished documents from the Department of
State were used extensively.

As Minister to Sweden, Steinhardt negotiated one of
the first reciprocal trade agreements of the New Deal's
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trade program. Negotiations emphasized the Administration's
determination to include the most-favored-nation principle
in the treaty. Although not actively involved in the liti-
gation surrounding the Kreuger-Toll proceedings, Steinhardt
was interested in seeing that American stock and bondholders
were treated equitably. Brought to successful conclusion
was the legally entangled lawsuit between the American firm,
Dexter & Carpenter against the Swedish Railways.

When in 1938 Steinhardt was transferred to the Amer-
ican Embassy in Peru, the Good Neighbor Policy was already
in transition. Originally conceived with economic overtones,
the policy in the late 1930's emphasized hemispheric solidar-
ity. Peru, under the dictatorship of Oscar Benavides, was a
hotbed of fascist activity. Nevertheless, Steinhardt success-
fully negotiated the assignment of an American Naval Mission
to Peru and outbid the Italians in the sale of airplanes to
the Peruvian Government. The most significant event during
Steinhardt's tour of duty in Peru was the Eighth Pan-American
Conference held in Lima, December 9-24, 1938. Although a
delegate, Steinhardt's role was completely overshadowed by
that played by Secretary of State Cordell Hull.
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Appointed Ambassador to the Soviet Union, Steinhardt
arrived in Moscow in August, 1939, immediately preceding the
signing of the Nazi-Soviet Pact. Convinced that the Soviets
signed the Pact as more than an expediency., Steinhardt fa-
vored treating the Russians as belligerents in the European
war. Unlike some Kremlinologists, the New Deal diplomat
argued that Soviet territorial expansion into Finland, East-
ern Europe, and the Balkans was imperialistic rather than
defensive vis-a-vis Germany.

As the European war progressed, the Allied position
became increasingly desperate. In view of the situation,
some British policymakers advocated appeasing the Russians
in an effort to drive a wedge between the Soviets and Germans.
Steinhardt violently disapproved this policy and advocated
that the United States adhere to reciprocal relations with
the Soviet Union. Referred to as the tit-for-tat policy,
Steinhardt suggested that no favor be accorded the Soviets
unless returned in kind, that every discourtesy be returned
with similar treatment. Still in Moscow when the Germans
attacked Russia, the Ambassador expected neither Moscow nor
Leningrad to long withstand Nazi assault. Even so, he main-

tained that the Soviets would retreat and fight from the
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Urals if necessary. He suggested that Kremlin leaders would
capitulate under no circumstances.
Steinhardt served as wartime ambassador to Turkey.
He was charged in Ankara with the tasks of keeping that na-
tion neutral, ameliorating Russo-Turkish relations, and keep-
ing vital Turkish economic material (chiefly chromium) from
reaching the Axis. Through preclusive and preemptive pur-
chasing programs, the war in Turkey was largely fought on
the economic battleground. Steinhardt resisted Russo-British
efforts to force Turkey into the war as an active belliger-
ent. He contended that the ill-equipped Turks could not
enter the war without serious domestic economic dislocation.
As a political appointee, Steinhardt served credit-

ably the nation and the New Deal.
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PREFACE

New Deal diplomacy falls neatly into three contrast-
ing periods. Dominating the first was the Great Depression.
The Roosevelt Administration, geared to solving domestic
problems, relied chiefly on lower tariffs and trade recipro-
city. While foreign affairs in the early New Deal took a
place subordinate to economic and social reform, a few Amer-
icans, among whom was President Franklin D. Roosevelt, alerted
themselves to the holocaust that was preparing in Europe.

The task of awakening the country to the dangers of the
European dictators and, thus, into a different aspect of

New Deal diplomacy, rested largely with those in the White
House. After the European war broke out in September, 1939,
and in response thereafter to the desperate position of the
Allies, an unneutral policy took America to the brink of war.
Yet war, when it came, did not arise from our European policy,
but came suddenly despite what the Administration considered

a careful and correct policy in Asia. Following the Japanese
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attack at Pearl Harbor on December 7, 1941, New Deal mili-
tary and civilian strategists were charged with the responsi-
bility of leading the nation to victory. Wartime relations
marked the third period of New Deal diplomacy.

Among the multitude of ministers and ambassadors
associated with New Deal diplomacy, only a few names come
readily to mind. One instantly recalls the names of William
Bullitt, Joseph Kennedy, William E. Dodd, Joseph Davies,
Claude Bowers, Joseph Grew, and, perhaps, J. Carlton Hayes.
While not depreciating those mentioned, none of these
statesmen typify New Deal diplomacy to the extent that does
the relatively little known Laurence A. Steinhardt. A mem-
ber of the "Before Chicago" club, Steinhardt like most of
those already named, was a political appointee. But unlike
the others, the New Yorker remained an official member of
the New Deal administration throughout Roosevelt's more
than twelve years in office. Not only was Steinhardt's
length of service longer, he was the only American ambassador
to serve in as many as three theaters--European, Latin Amer-
ican, and Mid Eastern. As head of the United States mission
in Sweden, Steinhardt was instrumental in the signing of a

iii



reciprocal trade agreement with that country. In Peru,
Steinhardt while serving yet another facet of New Deal
diplomacy--the Good Neighbor policy--was there when the
spectre of Fascism began overriding economic relations in
importance in Administrative thinking. Steinhardt served
in Moscow in the period from the signing of the ill-fated
Nazi-Soviet pact to the bombing at Pearl Harbor. During
this period Allied leaders sought to sway the Soviet Union
from their sworn neutrality. During World War II, the
Administration assigned the New Deal diplomat to Turkey.
It was his responsibility to keep the Turks neutral and
prevent vital raw materials from reaching the Axis warlords.
Although this study makes no pretension of being a
biography, it is apparent that the study of an individual
can accord different views and perspectives of time and
events. As a study in diplomacy, the writer has attempted
to evaluate the service of an individual who received his
diplomatic appointment as a "political plum." It does not
appear that the lack of specific State Department training
necessarily impairs the efficiency of our representatives
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abroad. Although sounding trite, it seems that the defici-
ency can be remedied by hard work, willingness to legrn,
and an open mind.

This study is the result of many people's efforts.
Dean Paul A. Varg, under whose direction this work has been
written, gave unselfishly of his time and criticism. The
author records his appreciation to Professor Charles C. Cum-
berland, who read the chapter concerning Steinhardt's mis-
sion to Peru, and to Professor Arthur E. Adams who not only
read the two chapters concerning the New Deal diplomat's
service in Moscow but kindled the original interest in the
study. The writer wishes to thank Eugene Jacobson and the
International Programs at Michigan State University for its
grant.

Individuals in various libraries have been courteous
and helpful. The author expresses his appreciation to staff
members of Michigan State University Library, the State of
Michigan Library, the Library of Congress, and the National
Archives. Special gratitude is extended to Eleanor J. Boyles
of the Michigan State University's Document Division and
Elizabeth B. Drewry of the Franklin D. Roosevelt Library.
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In a special manner I wish to express appreciation for
the tireless assistance of my wife, Joan M. Stackman. Her
enduring cooperation made it possible for me to complete my

work.
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Chapter 1
PATRONAGE AND POLITICS

Organizers of the Franklin D. Roosevelt-for-Presi-
dent movement formulated their strategy well in advance of
the 1932 Democratic Convention. By the spring of 1931 sup-
porters opened small but busy headquarters at 331 Madison
Avenue, New York City. The beginnings of the campaign fund
came from contributions of individuals whose names are scat-
tered throughout the history of the New Deal. Collectively
they formed what became known in Democratic political circles
as the "Before Chicago Club." 1Included in this early group
of contributors were Frank C. Walker, Henry Morgenthau, Sr.,
William Woodin, William Julian, Edward J. Flynn, Jesse I.
Straus, Herbert Lehman, Joseph P. Kennedy, Robert W. Bingham,
Basil O'Connor, and Laurence A. Steinhardt.1

In American politics the spoils belong to the
victors. The members of the "Before Chicago Club" received

their rewards--high government positions, Cabinet posts,

, 1James Farley, Jim Farley's Story: The Roosevelt
Years (New York: McGraw-Hill Book Company, 1948), pp. 9-10.
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and appointments in the diplomatic service. All played
vital and important roles in the New Deal. All their names
are indelibly linked with the era of Franklin D. Roosevelt.

The least familiar name in this exclusive but in-
formal club is that of Laurence A. Steinhardt. This in spite
of the fact that he was a frequent caller at the White House
and that he held office at the President's pleasure through-
out FDR's tenure.

The Steinhardts were an old New York City family.
The paternal grandparents, German Jews, had emigrated from
Hamburg in 1848. Laurence's father, Adolph M., was an in-
dustrialist and co-founder of the National Enameling and
Stamping Company. For many years he served the firm as sec-
retary-treasurer. Adolph's untimely death in 1914 (he suf-
fered a heart attack while shoveling snow) left Laurence
fatherless while still in college.

The maternal side, however, wielded greater in-
fluence on the development and shaping of young Laurence's
life. His mother, Adelaide (affectionately called "Addie"),
was of the prominent Untermyer family of Lynchburg, Virginia.
Samuel Untermyer, Addie's brother, was one of the nation's

most outstanding attorneys and international financiers.



His law firm, Guggenheimer, Untermyer and Marshall, was
long established and one of New York City's better known
forms specializing in corporate matters.

As counsel to the Pujo "Money Trust" Committee,
Untermyer became a well-known figure in national as well as
international circles. During Woodrow Wilson's Administration,
the Jewish barrister criticized the original Clayton Bill,
helped shape the Federal Reserve Act, and called for strin-
gent regulation of the stock exchange. Untermyer's name
carried considerable weight in the higher echelon of the
Democratic party. A strong advocate of fiscal responsi-
bility, both in the public and private sector, Untermyer
remained a strong Wilsonian Democrat. As an elder states-
man his advice and counsel was sought until his death in
1940. Both his political affiliation and economic philoso-
phy were accepted and deeply ingrained in his young nephew.

Laurence Adolph Steinhardt, born October 6, 1892,
was the only son of Adolphand Adelaide's three children.

A close relationship existed between mother and son; it was
not until after her death in 1920 that he freed himself to
marry. As the only surviving male after the father's death,

young Laurence became the family's patriarch, its leader and



advisor. After their respective marriages, the Steinhardt
daughters relied on their brother for advice in both private
and financial matters. Generally sympathetic, his recom-
mendations were unemotional, detached, and frank.

Privately tutored in his early years, Steinhardt
attended the exclusive Franklin School in New York City.
His earliest ambition was to become a surgeon. Realizing
that this profession required many years of training and
preparation, he quite naturally decided on a career in law.
Even so, he retained an abiding interest in the medical pro-
fession throughout his life. 1In the 1920's he wrote a series
of unpublished articles on "Medical Jurisprudence" and men-
tion of these articles are made in all of his biographical
sketches. As an amateur student of medicine, he was jokingly
referred to by his friends as "Doctor" Steinhardt.2

Steinhardt in 1913 received his bachelor's degree
from Columbia University. He was awarded the A.M. and LL.B.
two years later by the same school. J. Carlton Hayes,
one of Steinhardt's Columbia instructors, crossed diplomatic

paths with his pupil during the 1930's. One of his instructors

2Personal interview with Mrs. Dulcie Ann Steinhardt
Sherlock, Washington, D. C., February 22, 1967.



in law school was the later Supreme Court Justice Harlan
Stone. Among his classmates was his life long friend Cyrus
Hay Sulzberger, later publisher of the New York Times. As
an alumnus Steinhardt remained actively interested in the
affairs of Columbia University.

In the same year, 1915, in which he took his last
degree from Columbia, Steinhardt authored an unpublished

booklet, A Survey of the Legal Status of the Trade Union,

Its Origins and Developments.3 Labor unions at this moment

were a popular item of discussion. Just the previous year

the Clayton Act provided that "the labor of human beings is
not a commodity or article of commerce." Although the phrase
was nothing more than a pious expression of senatorial opinion
and did not change labor's standing before the law, it ap-
parently pleased everyone. Labor hailed it as their "Magna
Carta"; on the other extreme, the general counsel of the
American Anti-Boycott Association was entirely satisfied with

the legislation.4

3Copy of booklet in hands of Mrs. Dulcie Ann Stein-
hardt Sherlock, Washington, D. C.

4Arthur S. Link, Woodrow Wilson and the Progressive
Era, 1910-1917 (New York: Harper and Row, 1954), pp. 73-74.




So it was with Steinhardt's treatise. Characteris-
tically he refrained from expounding his own personal views.
He limited it to a study of the courts' and judges' views of
the problem. Notwithstanding that,he earnestly recognized
"the irksome yoke which labor still bears in some of the
industries of our nation, . . . .” In reviewing the doctrine
of the "right to combine," boycotts, strikes, and picketing,
he came down on the side of neither labor nor management.
Legally, as he saw it, there were no absolute rights and
wrongs involved. For in essence, he concluded by quoting
the bench in Curran vs. Galen (152 NY 33): "If organization
of working men is in line with good government it is because
it is intended as a legitimate instrumentality to promote
the common good of its members. If it militates against
the general public interest, if its powers are directed to-
wards the repression of individual freedom, upon what princi-
ple shall it be justified? .. . . Thus, as it was with the
Clayton Act, both employer and employee could find gratifi-
cation in Steinhardt's efforts.

After graduation, Steinhardt took employment as an
accountant with Deloitte, Pender, and Griffiths, British

chartered accountants in New York City. His ability to cope



with details should have made hima valuable asset to the account-
ing firm. Although he did not remain long on this first job,
the ability to deal in minutiae became second-nature to the
young attorney. In a sense it became a way of life, for
Steinhardt found it difficult to operate without looking at
things in their most minimal form.

Steinhardt in 1916 served as counsel to Waslaw Ni-
jinsky, the Russian dancer, in the Metropolitan Opera affair,
Russian authorities demanded the extradition of Nijinsky for
having evaded the Czar's army. Steinhardt was successful in
having the deportation proceedings set aside.

Two years later with the United States at war with
the Central Powers, Steinhardt entered the Army as a private.
Rising to the rank of sergeant, he was honorably discharged
in the same year. His service was limited to duty in the
United States. 1In 1919 he served as counsel for the Housing
and Health Division of the War Department. The few brief
months spent with this agency was the only governmental exper-
ience Steinhardt possessed before accepting employment under
the New Deal.

Shortly after his return to civilian life, Steinhardt

joined his Uncle Sam Untermyer's law firm located on Pine



Street in the heart of Manhattan. With improved finances
and a modest legacy from his mother's estate, Steinhardt
exchanged wedding vows on January 15, 1923, with Dulcie
Yates Hoffmann. The young, attractive Mrs. Steinhardt was
the only daughter of Henry and Ida M. Hoffmann. The bride's
father, a retired New York banker, however, had previously
been killed in an avalanche while skiing in the Swiss Alps.
The mixed marriage uniting a Jew with an Episco-
palian was not a new thing in the Steinhardt family. An
unbroken Jewish strain was lacking on each his paternal and
maternal side. Although he never renounced his Jewish faith
neither did he remain a strond adherent. A non-joiner of
Jewish and Zionist organizations, he on occasion worshipped
alongside his wife in the latter's church. This religious
toleration widened the gulf between himself and the radical
Zionists in New York City. Furthermore, having been born
of German ancestry, Steinhardt found little in common with
the masses of Eastern European Jews congregated in New York.
As will be shown later, his matter of fact approach to "Jew-
ish problems" caused him considerable annoyance. He was
shrewd enough to recognize the strength of the Jewish vote

in the Empire State and the expediency to do their calling.



At the same time he seldom allowed his religious affiliation
to determine decisions. 1In a crucial time when history dealt
harshly with Jews all over the world, Steinhardt had a spir-
itual tightrope to walk. In his mind Jewish and Zionist
demands were not always consistent with what he believed to
be in the best interest of the United States.

Marriage changed Steinhardt in yet another way.
Although the international aspect of his law practice forced
him to look beyond the seas, his marriage into the Hoffmann
family required frequent visits to Europe. Likewise the
personal finances of the two families took on an international
character; both Mrs. Hoffmann and the Steinhardts held con-
siderable stocks and bonds in European and South American
concerns which required periodic personal attention. Both
Laurence and Dulcie Steinhardt readily accepted European
culture. Unable to reach the linguistic accomplishments
of his mate, Laurence did, however, master French and German.

Life in the late twenties was rather serene for
the newlyweds. There were few financial problems. Sound
investments afforded a bountiful life for them in their

Park Avenue apartment. Distraction in their home, however,
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came from the wails and screams of baby Dulcie Ann born in
1925. She was the only child to be born to the couple.
Storm clouds were gathering in other parts of
the country. The heaviest was about to unload on Wall Street.
Steinhardt had felt the first few drops. In the spring of
1929 following a slight dip in the prices of stocks, he
thought them still "inordinately high." Accordingly, in
his view, "the true values must be measured over a period
of years not weeks."5 A disbeliever in speculative profits,
Steinhardt withdrew from the market and fortified himself
against the inevitable storm that raged in the fall of
1929. The only thing that amazed the New York attorney
about the storm was its tardiness.6 To him, the economic
barometer had called for a severe downfall that summer.
Coming through the Great Crash virtually un-
scathed, Steinhardt had little sympathy for those less for-
tunate. For those who had used Wall Street as a gambling

establishment and a "get rich" scheme, he held contempt.

5Laurence A. Steinhardt to Mrs. Ella H. Sullivan,
March 26, 1929, Library of Congress, Laurence A. Steinhardt
Papers. Hereafter cited as Steinhardt MsSS.

6Steinhardt to Mary B. Hinckley, December 2, 1929,
Steinhardt MSS.
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why should they have sympathy when they had violated "the
fundamental laws of economics and finance, and were engaging
in a highly technical field about which they knew nothing?“7
Personally there was a sense of satisfaction for having

been correct in his predictions. He hoped that the people
had learned their lesson.

The depression that followed the storm was no
surprise to Steinhardt. 1In the last month of 1929 the only
question concerning the depression unanswered in Steinhardt's
mind was its depth and duration.8 Only time and patience
would lend him that answer. Meanwhile the business spiral
sped downward until it became an international calamity.

In the spring of 1931 he thought he saw signs of an economic
renaissance in Europe, "the beginning of which cannot be much
longer deferred--not more than another year."9 By summer

of the same year, he revised his thinking. The situation

in Germany appeared to him as "extremely ominous. Things

7Steinhardt to Ina M. Hoffmann, October 29, 1929,
Steinhardt MSS.

8Steinhardt to Ina M. Hoffmann, December 2, 1929,
Steinhardt MSS.

9Steinhardt to Madeline Partridge, March 15, 1931,
Steinhardt MSS.
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were allowed to drift to a point where I am doubtful as to
their ability to pull out . . .."10 Always a great admirer
of Germany and things Germanic, he thought they could sur-
vive; "there is always a chance for Germany, with its extra-
ordinary sense of order and discipline, to pull through a
crisis which no other country could survive."

At this moment the survival of the United States
rested squarely on the shoulders of the Hoover Administration.
The machinery of the Federal Government was set in motion
in order to pull the American people out of economic chaos
and ruin. President Herbert Hoover for his part disliked
direct involvement in federal relief programs and direct
dole. He encouraged the States and private organizations
to initiate programs to relieve the discomfort and distress
among the unemployed. Such an organization was the Emergency
Unemployment Relief Committee functioning in the State of
New York. This Committee operated through the use of private
donations.

Such was the situation when in the winter of 1931-

1932 the Committee solicited a donation from Laurence Steinhardt.

10Steinhardt to Mrs. Dulcie Steinhardt, July 15, 1931,

Steinhardt MSS.



13

He turned them down flatly but, so he thought, justifi-
ably. New York had already passed a law increasing the
income tax fifty percent for emergency unemployment relief.
This additional tax, he averred, was levied on but 60 to
70,000 families of the States's ten-million population.
Furthermore, so he claimed, he owned stock in corporations
already making large contributions. To make matters worse,
unnecessary spending by the federal government for new roads
and canals served only "to destroy the value of our railroad
stocks."11

Steinhardt disliked government interference in
the nation's economy. He reminded his correspondent that
"experiments with huge unemployment funds in England, Aus-
tralia, Germany, and Russia have pauperized the people and
bankrupted the governments."12 He was also disdainful of
those caught in the nation's economic catastrophe. They deserved

to suffer because they had lived high without saving for the

rainy day. "These people by their votes are coercing an

11Steinhardt to Mrs. J. Ernest Stern, November 2,

1931, Steinhardt MSS.
12Steinhardt to Mrs. J. Ernest Stern, November 11,
1931, Steinhardt MSS.
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increase in socialism and paternalism. The unemployed re-
fuse to give up the movies and the flivver and the lights of
Broadway for the farm.,"13 Needless to say, he did not sug-
gest where or how these people were to obtain these farms.

There was in Laurence Steinhardt a broad, strong
streak of rugged individualism. No doubt he felt that he was
a self-made man. A true believer in the American capitalis-
tic system, he looked back at the Golden Twenties with shock
and disbelief and, yet, a feeling of satisfaction. He had
played the game and won. By his own strength he had stood
against the reckless wave of frivolity, nonsense, and waste
that swept the nation against the rocks of ruin. While the
rest of the nation had played, Steinhardt had worked:; while
the rest of the nation had spent, Steinhardt had saved.

To him, his nearly one-hundred thousand dollar an-
nual income in the early 1930's was reward for hard work,
frugality, and wisdom. It was not uncommon for the rugged
six-footer to work ten to fourteen hours a day. He seemed to
thrive on a work schedule few men could physically or mentally

endure. However, he seemed to pay the price in his inability

13Ibid.
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to relax. Small, trivial things upset him. He became un-
reasonably irritated and annoyed by rattling radiators in his
Park Avenue apartment. Where another person might have dis-
missed it as a minor disturbance, Steinhardt felt compelled
to make it a major issue. He threatened to terminate his lease,
suggested that the building superintendent be fired, and in

a small peevish way kept a daily time table of the "rattles."
Annoyed and bothered by a busload of chattering school chil-
dren, he lodged his complaint in a letter to the school's
headmaster. To Steinhardt individual freedom ended when it
impinged on the rights of others. Furthermore he was always
the best guardian of his own individual rights.

He was likewise the sole guardian of his economic
rights. It was Laurence Steinhardt pitted against the entire
economic structure of the United States. By wit and cunning
one could survive in the economic jungle. The amount of money
involved in a transaction meant little. Steinhardt could argue
just as strenuously over what he considered to be an unfair
price of a gallon of gasoline as he did over the price of
stocks and bonds. Perhaps he sharpened his wit on those things
that others considered trifling. Such was a five dollar bill

found in Gimbel's Department Store by Mrs. Steinhardt. Since
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the bill was unclaimed and the statutory period had passed,
Steinhardt wrote a letter to the store setting out all of his
legal claims to the lost object. This was one of New York's
highest paid attorneys in action. The value of the bill meant
little, it‘was the principle involved.

And Steinhardt was highly principled. He was impec-
cably honest, straightforward, and scrupulous. So much was
this true that seemingly minor things were magnified beyond
their relative importance. Where these characteristics
should have gained Steinhardt esteem and creditability they
frequently did not. 1Instead the results often appeared as
picayune and petty.

Nonetheless the creators of the Puritan ethic would
have been proud of this American Jew, He was an ardent
disciple of diligence, hard work, and thrift. Not only did
he hold these to be good for the individual but held them
to be just as valid for use by the federal government. The
depth and length of the depression, he thought, "could have
been very definitely curtailed, and the country put back on
the track towards reasonably prosperous times, if the Ameri-

can people had not consigned thrift to the winds and gone
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on an insane orgy of over-valuation, speculation, mortgaging
their expected future income for present luxuries."1

The real culprit and profligate in Steinhardt's mind
was the Hoover Administration. To his way of thinking they
had thrown all laws of economics to the winds. It was indeed
happy for him to see conservatives elected to Congress.

As the depression deepened and the Republicans
continued to flounder, Steinhardt's mind turned increasingly
to politics. Already in 1931 he had become one of Franklin
Roosevelt's financial contributors. Early in 1932 he wrote
a stinging rebuke of the Hoover Adminiétration.16 Put in
pamphlet form and mailed to over five hundred people, Stein-
hardt challenged the Republicans for violation of elementary
economic laws. In November, 1929, Hoover called leaders of
business and labor to a series of conferences. He urged
them to maintain production and to avoid wage cuts or in-

creases, and he obtained promises that they would do so.

14Steinhardt to Mrs. Irving McGeahy, January 16, 1932,
Steinhardt MSS.

15Steinhardt to Percy H. Stewart, December 4, 1931,
Steinhardt MSS.

16The Truth, The Whole Truth, and Nothing But The

Truth, January 5, 1932, Steinhardt MSS.
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Said Steinhardt, "During a period of declining business and
diminishing gross receipts, expenditures should be curtailed.

. . . it seems elementary in business that expenditures should
not exceed income, and promises of good business in the future,
when improvidently made, fail to eliminate operating deficits."
He called administratave efforts to prevent wage reduction as
"a mere vote-catching device." According to Steinhardt it

was plain that America was suffering from excess plant and
excess productive capacity. The law of supply and demand,

he thought, would eliminate many factories that had no right
to existence.

Through the reconstruction Finance Corporation,
President Hoover as part of the total program hoped to en-
courage home building. Steinhardt scoffed at the idea as
"but another manifestation of the failure to recognize the
present dabacle." His rejoinder was that the country was
already overbuilt.

Along with other leading Democrats, Steinhardt
called for less rather than greater government spending.
Accordingly he deplored the growth in the number of federal
employees and the increase of public works. Public funds

were being allocated for "thousands of miles of utterly
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unnecessary roads." Instead of spending money, he thought
the government should economize, reduce its expenditures,
pay its debts, and save. So too should the government
change its taxing program. "The taxing of only four mil-
lion taxpayers out of a population of 123,000,000 is unsound,
unjust, and dangerous. . . ."

Steinhardt also hit hard Hoover's agricultural
policy. He called the attempt to stabilize American wheat
prices at a level above the world market, in the face of a
huge crop and world overproduction, as "perhaps unexampled
in world history." The real answer, he stated, could be
found in the workings of the law of supply and demand,
lower prices with greater consumption, and lower production.

There was really nothing unorthodox about Stein-
hardt's economic thinking. It appealed to many. One such
admirer wrote Basil O'Connor (Roosevelt's law partner) and
suggested that the Governor make Steinhardt his legal ad-
visor.17 Steinhardt, in the writer's mind was a "shrewd,
natural born politician" with a "keen mind and an unusual

understanding of finance, economics, and particularly,

17Unknown author to Basil O'Connor, March 12, 1932,

Steinhardt MSS.
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international affairs." Not only would Steinhardt be a
heavy contributor but as the "potential" international
leader of the Jews could deliver a large bloc of votes.
Steinhardt, the anonymous letter stated, would be "highly
acceptable to Tammany without carrying the Tammany label."
The emerging politician may have been puzzled by the ref-
erence to Tammany for he considered himself a lifelong
mamber of that New York Democratic organization.18
Meanwhile Steinhardt himself set out to improve
his own political fortunes. No doubt his $7500 contribu-
tion brought cheers in the Madison Avenue headquarters.
As a heavy contributor, Steinhardt automatically became an
important member of the "team." The Pine Street attorney
desired, however, a more active role commensurate with his
ability. As a keen observer of the American economy, he
felt confident that he could provide Roosevelt with the
economic tools with which to carve a victory in the November
elections. The party needed the ward-healer and backroom

politician, he surmised, but so too did it need the financial

and economic expert.

18Steinhardt to Lawrence Hills, October 5, 1933,
Steinhardt MSS.
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Steinhardt was convinced that the national campaign
would be fought on the economic battleground. He feared
"the uneducated order of intelligence which comes to the
surface in politics, the lack of original thinking, and
processes of mind which calculate only in the number of
votes, . . . ﬂlg He charged the Republicans with providing
no real leadership instead of "leading the people over the
thorny path of reduced expenditures, thrift, and time-tried
methods of government, . . .," they resorted to, "time-tried
socialistic failures. Sad though it may be, our so-called
leaders seem to learn nothing from the socialistic experi-
ments which have brought the rest of the world to its pre-
sent sad pass."20 He believed the Democratic Party should
form sort of a cabinet to serve in an advisory capacity to
the nominee. It would debate national and international
issues on various angles of addresses before they were re-

leased to the press.21 More than likely he envisaged him-

self on the cabinet.

19Steinhardt to Frederick H. Allen, April 28, 1932,
Steinhardt MSS.

20Ibid.

2lSteinhardt to W. Forbes Morgan, April 12, 1932,
Steinhardt MSS.
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Already he had sent a copy of the The Truth, The Whole

Truth to the Governor's Mansion in Albany. Roosevelt answered
appreciatively that notwithstanding the fact that he had not
read it thoroughly, he found it "interesting."zz Steinhardt
followed this with a 12-point "National Economic Program."23
Briefly stated, it included:

l. Crop reduction necessary to acquire loans from
Federal Farm Loan Banks.

2. Unemployment insurance and 0ld Age Pensions:
a. Tax should enter into the cost of the
finished product and not become a govern-
mental or State burden or dole.
3. Natural resources belong to the people.
4. Federal Budget and Federal taxation:
a. Budget should be immediately balanced and
all appropriations be set by the Bureau

of the Budget.

b. Eliminate direct taxation and substitute
indirect taxation.

c. Reduce expenditures of Veterans Bureau.
5. Federal Administration:

a. Same wages and hours for government

2Franklin D. Roosevelt to Steinhardt, January 12,
1932, Roosevelt Memorial Library, Hyde Park, New York.

23
hardt MSS.

Steinhardt to Roosevelt, March 28, 1932, Stein-
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employees as the taxpayers who pay their
wages.

b. Reduce bureaucracy and overlapping.

c. Liquidation of governmental agencies in
competition with private industries.

Federal and State coordination in construction
of roads and public buildings and the financing
of unemployment relief.

Inter-Governmental Debts:

That a corporation organized by the United
States Government accept merchandise of the
categories specified in the schedules and dis-
pose of the same in American markets to the ex-
tent of their absorptive capacity at the price
fixed by the foreign governments, and that the
proceeds of such sales be credited on the ac-
count of its annual indebtedness to the United
States Treasury.

Creation of an independent and non-political
Tariff Commission.

Railroads:

a. Repeal of the recapture clause.

b. Control and regulation of trucks, buses,
pipelines, and other methods of transpor-
tation which unfairly compete with railroads.

c. Relief from economic and burdensome taxation.

Business and industry in general:

a. Business be emancipated as soon and as much
as possible; urged to go forward with the
promise that no wild, socialistic, or eco-

nomically unsound legislation will be recom-
mended.
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11. Labor must be patient until industry has been
rehabilitated.
12. Prohibition question to be submitted to the

people in a national referendum.

Although Roosevelt certainly agreed with portions of the
program, there is no indication that he found it more than
"interesting." Steinhardt received no hurried call hasten-
ing him to Albany.

About this time Roosevelt interested himself in the
political mileage to be gained from an attack on the Repub-
lican's handling of the Reconstruction Finance Corporation.
In an early April radio broadcast the Governor lashed out.
The RFC, he insisted, had aided banks, railroads, and
large corporations but had failed to ameliorate the condi-
tions of the owners of small homes and farms. It added fuel
to the growing public impression that the Hoover Administra-
tion cared only to succor big business and was doing little
or nothing to relieve the suffering of the hungry or to help
the small businessman.

Roosevelt's attack on the Reconstruction Finance
Corporation met with Steinhardt's approval. He thought that

the corporation would be an important campaign issue and
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wrote Roosevelt accordingly.24 When George B. McLaughlin,
former New York State Bank Commissioner, replied to Roose-
velt's charges, Steinhardt urged his candidate to return the
fire. The young politician pointed out that "though banks
have been getting funds, banks still continue to press small
farmers and home owners." 1In short, he accused the banks
of possessing a mania for liquidity. Roosevelt did not
want to be drawn into a worthless debate with McLaughlin but
requested Steinhardt to keep him advised on the activities of
the Reconstruction Finance Corporation.

Roosevelt sought Steinhardt's advice on other
matters as well. 1In early June the Governor requested the
"latest information of the bank and gold situation."25 But
there was still no request to go to Albany. Obviously Roose-
velt treated Steinhardt's economic proposals with high regard
and respect and, yet, kept the man at arm's length. Was
Roosevelt, the master politician, merely keeping all channels
of communication and information open? Quite likely, for al-

ready a group of economic advisors--known early as the "brains

24Steinhardt to Roosevelt, April 11, 1932, Steinhardt

25Roosevelt to Steinhardt, June 7, 1932. Roosevelt MSS.
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trust"--argued through long evenings at the Governor's fire-
side in Albany, held audiences for economists in a hotel
suite in New York City, and wrangled over drafts of campaign
~speeches. As the Democratic Convention approached Steinhardt
still failed to occupy a chair he desired near the seat of
power. He found it already occupied. 1In this situation
Steinhardt had to content himself with a lesser but still
important role in the making of the president, 1932.
Unquestionably Roosevelt made Steinhardt feel that
the latter was an important member of the Roosevelt-for-
President team. Steinhardt remained faithfully committed to
the Governor's nomination. The Democratic Party Convention
met on June 27, 1932, in Chicago. Like all Democratic dele-
gates, Steinhardt arrived cheerful and confident. As a mem-
ber of the New York delegation he probably joined in the
singing of "Happy Days Are Here Again." Certainly he approved
of the platform that blamed the depression on Republican poli-
cies: economic nationalism, business monopoly, and credit
inflation. Likewise, he more than likely found satisfaction
with planks that called for 25 percent reduction in the federal
budget, a competitive tariff for revenue, regulation of holding
companies and stock and commodity exchanges, and control of

farm surpluses.
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The real drama of the convention was in nominating
the Democratic candidate for president. For a while it
appeared as if the Democratic Party would engage itself in
an inexpiable deadlock as it did in 1924. The politically
astute Roosevelt campaign manager, James A. Farley, saved
the day. Snatching victory from possible defeat, Farley
engineered Roosevelt's nomination on the fourth ballot.
Steinhardt had backed a winner.

Returning to New York City Steinhardt was still limp
from the excitement. To the Democratic nominee he wrote:

"I would not exchange the experience of that week in Chicago
for any other experience in life. There was more real fight
and excitement packed into those few days, and particularly
in holding some of our wavering delegates in line between
midnight and 10:00 A_M. Friday, than I have enjoyed in a
long time."26 Much of the bitter feeling generated by the
Al Smith forces toward Roosevelt's nomination "was largely
stimulated by a packed hostile gallery."

As the summer waned, so too did Steinhardt's politi-

cal enthusiasm. Apparently accepting his consignment to a

26Steinhardt to Roosevelt, July 5, 1932, Roosevelt
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minor political role, he sailed for Europe where he remained
throughout the month of September. Even though victory was
almost a certainty in the fall elections, it is doubtful if
those in command of the Democratic campaign would have per-
mitted this from a member of the power elite. Had Stein-
hardt&considered himself a member of that group it is unlikely
that at such a crucial time he would have departed from the
scene of the battle.

Steinhardt returned to the United States during the
dying days of the campaign. It gave him time to throw at
least one more thrust at the Republican Party. Roosevelt had
intimated in a speech that the Supreme Court during Hoover's
stay in the White House had made decisions favorable to
Republican legislation. Hoover counterattacked and denied
that the Republican Party dominated the Court. Writing to
Louis M. Howe, Steinhérdt stated: "It has been unwritten law
in the United States that the Supreme Court . . . shall be as
evenly balanced as between political faiths as possible, which
means five to four."27 He averred that when Hoover took office

the division between the two parties stood at six-to-three.

27Steinhardt to Louis M. Howe, October 29, 1932,

Steinhardt MSS.
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In spite of vacancies caused by death, he continued, Hoover
chose to keep the same six-to-three ratio. In effect, as
he saw it, it was a Republican Court.

Election Day brought victory to Franklin Roosevelt
and office-hungry Democrats. Losing a one-hundred dollar
bet, a Hoover-stalwart provided Laurence Steinhardt an
extra bonus.28 National campaigns, he mused, "are not won
by luck, but by strategy; not by money, but by brains."29
How much, other than money, Steinhardt provided to the Dem-
ocratic victory is open to speculation. Presumably it was
less than he would have others believe but large enough to
warrant early consideration in the division of the political
spoils. He would have to wait until Spring.

Participation in the Roosevelt campaign did more
than take Steinhardt into government service. It whetted

his appetite for more politics. Assuring his uncle, Samuel

Untermyer, that he had no intentions of making politics a

2 . . .
8Edw1n M. Berolzimmer to Steinhardt, November 9,

1932, Steinhardt MSS.

29Steinhardt to Louis M. Howe, November 9, 1932,
Steinhardt MSS.
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career,30 he must have been bitten unknowingly by the poli-
tical bug. For throughout his service abroad he assiduously
followed the American political scene and kept his political
fences mended.31

Steinhardt kept a particularly watchful eye on the
political developments in his home State of New York. Al-
though he held onto his connections with Tammany, he now
considered himself a "Roosevelt Democrat." It was his view
that he owed nothing to the old leaders of Tammany who, he
ruefully said, had done nothing for him. His loyalty be-
longed to the Roosevelt Democrats who had jumped him into
"national politics overnight and without having to go through
the slow tedious path of city and state politics."32

Roosevelt had sparked a political ambition inside
the young Steinhardt. Though the roads of government service

were to take Steinhardt across oceans and continents, there

came a time when he wanted most to travel the road that led

30Steinhardt to Samuel Untermyer, February 23, 1933,
Steinhardt MSS.

31Personal interview with George V. Allen, (Washington,
D. C.), February 21, 1967.

32Steinhardt to Joseph Johnson, October 30, 1933,
Steinhardt MSS.
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to Albany and the Governor's Mansion. He considered himself
a fitting successor to the man who was now vacating it for

the White House in Washington.



Chapter 2

STEINHARDT AND RECIPROCAL TRADE WITH SWEDEN

The interval between Roosevelt's election in Novem-
ber, 1932, and his inauguration in March, 1933, proved the
most incongruous four months of the entire depression. As
the nation teetered on the brink of disaster, the President-
elect was everywhere--grinning, joking, waving his cigarette
holder, giving the impression that he had not a care in the
world. To millions he appeared enjoying the cat-and-mouse
game being played with the out-going Hoover Administration.
This outward appearance was deceiving, for Roosevelt, oper-
ating behind this facade, was quietly going about the busi-
ness of shaping "New Deal" legislation. One of his primary
considerations was the welding of a political team to carry
the program to fruition.

A few Democrats received their future assignments
during the interregnum. Party chieftans kept most of their
followers waiting and guessing. Laurence Steinhardt, stating

32



33

that he was "by nature a pessimist,"1 was not certain that any-
thing was coming his way. "There are too many slips between
the cup and the lip," he continued in like vein. An appoint-
ment was possible, he confided, but not probable. If anything
were to come his way, it was certain that his influential uncle,
Samuel Untermyer, would be among the first to know.

In a long letter to his uncle, Steinhardt surveyed the
entire political range.2 First of all, he wrote, "In none of
my talks with Roosevelt at any time, either before his nomina-
tion or since his election, has he given the slightest intima-
tion to me that he contemplated my appointment to any post."
The closest approximation, Steinhardt continued, was a remark
Roosevelt made before he was nominated, in which he said that
every dollar contributed towards his personal preconvention
fund would count as $10 with him if he were elected.

Yet Steinhardt knew that he stood in high favor.

While Roosevelt was in Warm Springs resting from the ordeals
of the campaign, Steinhardt related to his uncle, the Presi-
dent-elect summoned Farley, Frank C. Walker, and Edward J.

Flynn. He asked them to bring with them three lists of

lSteinhardt to Mrs. Molly McAdoo, January 17, 1933,
Steinhardt MSS.

2Steinhardt to Samuel Untermyer, February 23, 1933,
Steinhardt MSS.
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individuals to whom he was under obligation. List "number
one" was the "Preferred List"--nineteen to twenty-one names
of those who had supported Roosevelt throughout and who had
contributed substantially to his preconvention fund. List
"number two" included names of those Roosevelt felt under
obligation to for assistance, not necessarily financial.
This list was to be entirely subordinate to the "Preferred
List." List "number three" included names of prominent
people who had not necessarily supported the Governor before
the convention but had supported him during the campaign.
Steinh#rdt assured Untermyer that names on the "Preferred
List" would not necessarily be considered for the Cabinet,
as Roosevelt proposed "to name his Cabinet without regard
to politics." Steinhardt's name stood high on the "Preferred
List."”

Samuel Untermyer had already advised his nephew on
various positions he considered suitable for the young attor-
ney. Heading the list was that of Commissioner of Internal
Revenue; second, United States District Attorney; and, third,
Ministerial appointment to either Switzerland or Sweden.
Steinhardt discounted the first two. 1In one of the few

instances where he showed lack of self-confidence, he pointed
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out that there were too many candidates for Commissioner

of Internal Revenue for him to be considered. The posi-

tion as United States District Attorney, he directed, was
a matter of political bargaining between Tammany, Flynn,

and Farley.

This situation left only Untermyer's third sug-
gestion--Switzerland or Sweden. "Everyone agreed that
Switzerland was by far more important," Steinhardt wrote,
"but this was held by a career diplomat, Hugh Wilson, and
he [Roosevelt] had not yet decided how to handle the career
situation." The retention of Norman Davis as chief dele-
gate at Geneva, he thought, would probably hurt him, "as
none of his crowd are too friendly towards us." Further-
more, he had no doubt "that the clique which constitutes
the permanent service will fight tooth and nail against the
displacement of [Hugh S.] Gibson in Belgium, [Hugh R.] Wilson
in Switzerland, [Joseph C.] Grew in Japan, and [Robert W.]
Bliss in Argentina who are their pets and their first line
of defense."

Nevertheless Steinhardt did not think the situation
hopeless. He thought Raymond Moley might help. In Jack-

sonville the Barnard College professor, so Steinhardt wrote
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his uncle, had expressed himself as being bitterly opposed

to the permanent career service. Then too Steinhardt had
been busy "trying to map out an attack with all the necessary
outposts and allies, so that when the time comes to call upon
you [Samuel Untermyer] for help it would not appear that you
were engaged in a purely 'nepotistic' attempt." He cautioned
his uncle that he had received "repeated warnings from those
close to the Governor that he hates or refuses to be pushed
or crowded by influence into making any appointment. I sin-
cerely believe that if he felt that you were trying to choke
me down his throat he would turn against me."

In due time Roosevelt and his political potentates
considered Steinhardt's appointment. As related in another
letter to his uncle, Steinhardt reported that his status had
been discussed in a meeting attended by the newly sworn-in
President, Louis Howe, Farley, Flynn, and Walker.3 "It
appears as if Roosevelt expressed himself as being willing
to send me to Switzerland, but did not think it fair to send
me--as he put it 'cold.'" The group agreed to keep Hugh

Wilson, for the time being, in Switzerland. It was agreed

3Steinhardt to Samuel Untermyer, March 21, 1933,
Steinhardt MSS.
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to offer Steinhardt the post of Assistant Secretary of State
under Cordell Hull. 1In this position the New York lawyer

was to reorganize the legal department. After a year's appren-
ticeship, so to speak, in the Department of State, Steinhardt
was to be sent to the coveted post in Switzerland.

Confident that something was about to materialize,
Steinhardt remained uncertain as to what he would be offered.
Anxiously awaiting word from Washington, he was, as he sug-
gested to Moley, "on pins and needles."4 Then word came:;

a wonderful relief after weeks and months of anxiety and an-
ticipation. Not completely unexpected, he was offered the
position as United States Minister and Envoy Extraordinary
to Sweden.

If he were disappointed, it was never apparent. He
welcomed the opportunity to get away from his New York law
practice. The assignment, he wrote his sister, would give
him a chance to relax and regain some of the health he had

lost during "the last hard fifteen years."5 He assured her

4
Steinhardt to Raymond Moley, March 28, 1933,
Steinhardt MSS.

5Steinhardt to Mrs. Frederic F. Partridge, April 27,
1933, Steinhardt MSS.
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that the post should not be difficult since "our relations
with Sweden are excellent."

As presaged by Steinhardt the Swedish appointment
was to be nothing more than a brief interlude. His stay
was to be short, possibly eighteen months or two years,

"I expect to be quite an opportunist about it," he assured
his uncle. "I would stay in the post the shortest period
of time necessary to make the available connections and to
obtain what prestige it may lend."7 He went on to say,

"I have not the faintest intention of making either poli-
tics or diplomacy a career but merely a means to an end,
that end being the practice of law."

Meanwhile the Administration through the American
Legation in Stockholm inquired as to Steinhardt's accepta-
bility to the Swedish Government. The American Chargé
d'Affaires was the first to raise the question of Steinhardt's

fitness for the appointment.8 He reminded the Department

6Steinhardt to Samuel Untermyer, February 23, 1933;
Steinhardt to Douglas L. Elliman, April 28, 1933, Steinhardt MSS.

7Steinhardt to Samuel Untermyer, February 23, 1933,
Steinhardt MSS.

8Charles Crocker to Hull, April 19, Department of
State Archives, 123 Steinhardt/4.
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that Steinhardt was a member of a firm "representing a group
of American holders of bonds secured by some fifty million
dollars worth of collateral at present in Sweden and subject
to Swedish jurisdiction." Hull informed the Legation that
following the usual practice Steinhardt had resigned from
his firm.9 To an acquaintance, Steinhardt lamented, ". . .
I am resigning my partneréhip with the firm and becoming a
'poor diplomat'. . . ."10

President Roosevelt sent to the Senate on April 26
the nomination of Laurence A. Steinhardt to be Minister to
Sweden. Without a dissenting vote he was confirmed on May 4.

The confirmation, however, did not receive unanimous
approval from the American press. At least one newspaper
questioned Steinhardt's fitness for office. Hitting the
newly designated Minister to Sweden in a sensitive spot,

it called him "a dabbler in stocks." Offended, Steinhardt

could not let the attack go unanswered.

9Hull to Charles Crocker, April 19, 1933, Depart-
ment of State Archives, 123 Steinhardt/5.

10Steinhardt to Charles Ritz, April 29, 1933, Stein-
hardt MsSsS.
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Firing off a letter to the editor, Steinhardt set
out his personal history in the stock market.11 He vehe-
mently denied ever buying a share of stock on margin in his
life. The bulk of the securities he sold in the spring of
1929, he asserted, he had owned, outright, for many years.
When they had reached levels which he felt were vastly in
excess of their intrinsic value, he disposed of them and put
the proceeds into more secure holdings.

This letter afforded Steinhardt an opportunity to
vent other feelings. In it he castigated the practice of
certain American bankers. At this particular moment, his
outpouring was not unusual. His voice was merely added to
popular outcry against Wall Street. In Washington the
Pecora Committee had just completed its dramatic investiga-
tion which, in turn, made possible the adoption of the
Securities Act late in May, 1933.

Not unlike his famous uncle, Steinhardt, too, held
a deep-seated suspicion of the money-lenders. To the editor

he stated that "billions of dollars of foreign securities

11Steinhardt to Editor, Springfield Journal [sic.] June
24, 1933, Steinhardt MSS. (N. W. Ayer and Son's Directory of
Newspapers and Periodicals [Philadelphia, 1936] lists no such
newspaper. )
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were sold to the American public by so-called bankers with
not the slightest prospect that the interest or principal
could ever be repaid, the motive being the large underwriting
commissions collected by those bankers." It was his opinion
that a banker was under a solemn obligation to regard the
welfare of the purchaser of the security offered by him at
least in the amount which the banks received for affecting
the sale. It would appear that in Steinhardt's thinking,

the Securities Act was a step in the right direction.

Even while serving abroad, Steinhardt maintained an
interest in banks and securities. As a part of international
relations, some of the interest was in response to duty.
Aside from that, for self-preservation he had to be inter-
ested. As an underpaid United States diplomat, Steinhardt
had to depend on his own private resources to make up the
difference between outlay and government income. Never did
the two meet. Following the appointment of Sweden and his
resignation from his law firm, Steinhardt's major source of
income was derived from securities he held. Regardless of
where he served, he necessarily had to keep a sharp eye

on the American stock market.
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Finances, in any case, were a secondary consideration
to Steinhardt as the weeks reached toward summer. More and
more his thoughts turned toward Sweden. Even before his con-
firmation by the Senate, he had addressed the Swedish Chamber
of Commerce advocating the elimination of many of the trade
barriers existing between the United States and Sweden.12
In May he was the guest of honor at a luncheon given by the

American-Scandinavian club.13

At this gathering the newly
appointed Minister promised to encourage trade relations and
tourist movements between Sweden and the United States.
Praising the foundation's object, "to keep the lamp of inter-
national friendship burning," he said he could conceive of
"no better method of bringing friendship and understanding
from one nation to another than by the interchange of stu-
dents and establishment of fellowships."

His social whirl of Swedish-American societies con-

tinued. He and his wife attended the dinner-dance celebrating

the formal opening of a new club--The American Society of

12New York Times, April 21, 1933.

13New York Times, May 13, 1933.
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Swedish Engineers.14 Sandwiched between such social

engagements, Steinhardt read The History of Sweden by Carl

Hollendorff and Adolf Schick. As a courtesy, he attended
on June 16 the Swedish Evangelical Lutheran Gustavus Adol-
phus Church's "Te Deum" celebrating the seventy-fifth anni-
versary of the birth of His Highest Majesty the King of
Sweden.15

Steinhardt found it a hectic experience preparing
for his new venture. With irregular meals, he had to close
his apartment, move his effects, purchase clothing, attend
to his cases and clients, and prepare for the long stay
abroad.16 He complained of having at the same time "a
lot of intergovernmental matters dropped in his lap" long
before he‘was prepared or anyone had a right to expect him

to take them up. With all this to do, he had to make inter-

minable trips to Washington and the Department of State.

14New York Times, May 20, 1933.

15New York Times, June 17, 1933.

16Steinhardt to Andre Mertzanoff, June 13, 1933,

Steinhardt MSS.
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At the Department Steinhardt found already in
progress study on a proposed trade agreement between
the United States and Sweden. No one was more committed
to the lowering of tariff barriers than the new Secre-
tary of State Cordell Hull. As a member of Congress he
had opposed the high tariff rates imposed by the Repub-
licans in 1909, 1922, and 1930. He envisaged "a liberal
system of international trade not only as a remedy of
the world's economic ill, but also as one of the chief
pillars of peace.”l7 With huge Democratic majorities
in both chambers of the 72nd Congress, Hull had every
reason to expect the passage of a trade liberalization
program. Of all the instructions given the new Minister
to Sweden none was more important nor dear to the heart
of Hull than the one concerning the trade agreement. No
one was more in agreement with his proposals than Stein-
hardt.

While in Washington Steinhardt also called on

the new President. Roosevelt asked him to go to the

17Julius Pratt, Cordell Hull, 1933-1944, 2 vols.
(New York: Cooper Square Publishers, 1964) , vol. 1,
p. 107.
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World Economic Conference in London before proceeding to
Stockholm.18 The new minister advised a friend to watch
the Economic Conference carefully.19 "If the results

are not important," he warned him, "I think you can ex-
pect a very definite and very substantial inflation in
the Fall, which would make it most unwise, in my opinion,
to part with equities. If on the other hand, the results
are really substantial--which I am beginning to doubt--
then I should not expect any serious inflation, and we
might have substantial corrective reaction."”

According to Steinhardt Europe would confront a
different type of American president. "For the first
time in this century they are dealing with a man who has
American interests in his heart first, last, and all the
time."20 Roosevelt, he thought, would be a poor student

of history had he not learned something from Wilson's

experiences. The Conference, in his opinion, would last

18New York Times, May 9, 1933.

19Steinhardt to Milton Steindler, June 12, 1933,
Steinhardt MSS.

20Steinhardt to wWilliam Rosenblatt, June 24,
1933, Steinhardt MSS.
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through the summer, and the President's policy would be
one of constantly shifting and changing his representa-
tives. Steinhardt called it a new type of diplomacy--
"borrowed more or less from the football field."

Time was growing short and there were other
preparations to be made. Small but important things
had to be done. Although insignificant, it more than
likely thrilled Steinhardt to have the United States
coat of arms painted on the sides of his $20,000 Isotta
Fraschini. For a second car he purchased a Packard
Waterhouse Convertible formerly owned by Damon Runyan.
The day of departure approached.

A Bon Voyage dinner honoring the new American
diplomat and his wife was held at the Waldorf-Astoria.
With Frank C. Walker presiding and Eddie Dowling as mas-
ter of ceremony, over two-hundred friends hailed Stein-
hardt as a "human and regular fellow."21 Richard H.

Waldo of McClure's Magazine described the guest of honor

as "wise, farsighted, marvelously analytical, endowed

with good taste, and an excellent judge." Steinhardt

21New York Times, June 20, 1933.
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told of his good fortune in going to Sweden. He expressed
the belief that Sweden was at or near the head of all
civilized countries because of her 116 years of peace
through crises that would have thrown almost any other
country into war. Others present to bid the Steinhardt's
"farewell" besides Walker, Dowling, and Waldo were:
W. Forbes Morgan, Gene Tunney, Edward J. Flynn, Basil
O'Connor, Daniel Tobin, Robert Jackson, and Samuel Unter-
myer.

To the press Steinhardt denied he would carry
"last minute" instructions to the American delegation
at the World Economic Conference. (Although Steinhardt
did stop in London on his way to Stockholm, it appears
that Roosevelt intended to use him only as a "decoy."
He was instructed "to mix around for a few days or a
week with the conference crowd.")22 Stockholm being
considered a vantage point for a clear view of Russia,
the Minister was asked if he might not make valuable

scrutinies of the Soviet Union.23 He replied: "I should

22J.R.M. to Hengstler, May 12, 1933, Department
of State Archives, 123 Steinhardt/14.

23New York Times, July 7., 1933.



48

say that Stockholm is an advantageous point from which
to observe Russia. I shall certainly report back to
the President from time to time on these observations."
In his original instructions, Steinhardt was ordered to
report on the Soviet Union. When the Department con-
cluded that Riga was a better listening post than Stock-
holm, the order was countermanded.24 The Minister even
when taking a small holiday to the Soviet Union in 1934
did not formally report his findings to the Department.
The new Minister and his family departed New
York for Sweden on the first day of summer, 1933, After
a brief stop in Paris, they spent a few days "mixing
with the Conference crowd in London." They reached their
destination, Stockholm, July 25. The United States at
this time owned no residence for its Minister in Sweden.
It was up to each member of the Legation to shift for
himself. Eventually the Steinhardts found suitable
residence at Nobelgatan 2 where they remained through-

out the Minister's service in Sweden.

4Personal interview with Loy Henderson, Washing-
ton, D. C.., February 9, 1967.
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The Steinhardts desired a dwelling befitting a
representative of the world's greatest power. 1In time,
Mrs. Steinhardt had it elegantly, but tastefully, furn-
ished. The lawn and shrubbery were carefully manicured;
the house surrounded with flowers planted by the Minis-
ter and his wife. American tourists could point to it
with pride. Life in Stockholm set a pattern for the
Steinhardts; no matter where the diplomatic service
took them, it became necessary for them to live in the
dignity which, in their minds, was the American way.
They were respected and comfortable but not, necessar-
ily, ostentatious.

During this period, the manner in which American
diplomats lived was left to the individual's personal
ability and efforts. The United States Government pro-
vided little or no financial help. The Department re-
fused to grant Steinhardt a $25 allowance to purchase
a flagpole for the Legation! Diplomats had to ship
their own furniture and furnishings. The Government

furnished no automobiles; there was no such thing as
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a "gasoline allowance." 1In a word, the United States be-
haved “niggardly.“25

The Government's impecuniosity forced diplomats
with limited finances to be careful with expenses. So
it was with Laurence Steinhardt. But above and beyond
the Minister's need for ordinary prudence was his mania
for details and exactitude; financial transactions, no
matter how small, were wars of nerve. Soon after he
settled in Stockholm he let the local butcher know that
he (Steinhardt) ran his household "on a business basis,
exactly the same as I have run my business."26 He would
not tolerate price-gouging and expected "to pay the pre-
vailing prices as quoted by other butchers." Never one
to be cheated., Steinhardt threatened to check the weights
--'prices will be checked twice a week against prevailing
prices."

The new American Minister and Envoy Extraordinary

to Sweden presented his credentials to King Gustavus V

251pid.

26Steinhardt to Carl Larssons., November 4, 1933,
Steinhardt MSS.
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on August 29. After welcoming the American diplomat to
Sweden, "the King expressed himself as disappointed in
the outcome of the London Conference . . . ." The King
said he regarded the present conditions of the world as
pitiful, that commerce had been strangled, and that com-
munism was a definite menace. He stated that communism
was a real danger to Sweden and that lately. on several
occasions, he had urged the Government to take more
drastic steps to deal with the subject, adding that the
Russians were carrying on a great deal of pro-communis-
tic propaganda in Sweden."27

The King's concern about communism no doubt
stemmed in part from the fact that the Social Democratic
Party had recently taken control of the Swedish Govern-

ment. On September 29, 1932, Per Albin Hansson., who

considered himself a good (but practical) Marxist.28

27Steinhardt to Hull, August 29, 1933, Depart-

ment of State Archives, 123 Steinhardt/19.
28 . . N
Marquis W. Childs, This is Democracy: Collec-

tive Bargaining in Scandinavia (New Haven: Yale Univer-
sity Press, 1938), p. 65.
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was requested by the King to form a cabinet. Hansson
had risen from the ranks of labor. Cautious and unimpul-
sive, he was built with a round and open face with large
eyes that sparkled with humor. Slow to anger and sure
of himself, he led Sweden to accept him as its symbol.
Long before he became prime minister, the workers had
called him "our Per Albin," and soon he was Sweden's
"Per Albin." In time the King, too, claimed the Prime
Minister's friendship.29

The election of 1932 was so favorable to the So-
cial Democrats that the public expected much from it. The
Party had won so much support in addition to that of organ-
ized labor that it was almost a people's party. While the
Social Democratic Party of Sweden was nominally socialist,
it had become in reality a party of reform. After 1920

they deserted a program of nationalization of production

to favor nationalization of consumption, through the growth

29O. Fritiof Ander, The Building of Modern Sweden:

The Reign of Gustav V, 1907-1950 (Rock Island, Illinois:
American Book Concern, 1958), p. 168.
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of cooperatives.30 The chief aim of the party was a higher
living standard for all people. The Social Democratic social
welfare program in time and purpose approximated Roosevelt's
New Deal in America.

After getting settled in Stockholm, it did not take
the new United States Minister long to grab hold of the diplo-
matic reins. Rickard Sandler, Swedish Minister of Foreign
Affairs, who had been absent from Stockholm when Steinhardt
first arrived, remarked that it took him only a few hours
to hear about the new Minister's activities. Asked whether
the reports were favorable or unfavorable, Sandler laugh-
ingly replied that he was referring to the Dexter & Carpenter
negotiations.31

The case involving the American firm, Dexter & Car-
penter, had languished for years in the diplomatic channels
between the United States and Sweden. The claim arose out
of a contract entered into by Dexter & Carpenter with Kunglig
Jdrnvagsstyrelsen, also known as the Royal Administration of

the Swedish Railways, for the sale by the former to the

30Chi1ds, This is Democracy, p. 65.

31Steinhardt to Hull, August 22, 1933, Department
of State Archives, 123 Steinhardt/18.
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latter of a quantity of coal. 1In 1922 the State Railways
brought suit in the District Court for the Southern District
of New York, describing itself as a corporation under the
laws of Sweden, and sought to recover $125,000 for an alleged
breach of contract by the Dexter & Carpenter Company, Incor-
porated. The case passed through various stages of trial in
the District Court, the Circuit Court of Appeals, and was
twice presented to the Supreme Court on petitions for writs
of certiorari, and on each occasion the Court declined to
review the case. The claim by the State Railways was re-
jected by the Courts, and judgment for $411,203.72 was given
in favor of the American corporation on their counter claim.
Action was then brought in the United States District
Court to execute the judgment by attachment of certain pro-
perty in New York belonging to the Kingdom of Sweden. This
was denied since it was contended that the property of the
Swedish Government was immune from court process. The case
was then presented to the Department of State as a diplomatic
claim against Sweden, and correspondence between the two
Governments ensued. Dexter & Carpenter agreed to settle

the claim for $150,000. However, the Swedish Government
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over a period of eleven years had refused to take any action
in settlement of the claim.

Dexter & Carpenter in the summer of 1933 sent their
counsel, Charles Haight, to Sweden. Up to the time Stein-
hardt arrived there, Haight had made little or no progress.
The two attorneys shortly got together and went over the
details of the litigation. Haight confided that his client's
actual out of pocket loss was "approximately $70,000" and
in addition the disbursements incurred in carrying on the
lawsuit, Steinhardt set at $15,000. The latter amount in-
cluded stenographic charges, depositions, and the printing
of briefs and records. Haight generalized as to the attor-
neys' fees actually paid by his client and without Haight
saying so, Steinhardt deduced that the fees of his (Haight's)
firm were on a contingency basis. From Haight's statements,
Steinhardt judged that the total monetary cost of the case
to Dexter & Carpenter, including the actual financial loss
sustained by them, was approximately not less than $85,000
and not moré than $90,000. Haight frankly admitted that
the bulk of the judgment consisted of prospective or specu-
lative damages or what might properly be referred to as
potential profits under the contract.32

32Steinhardt to Hull, August 18, 1933, Department of
State Archives, 458.11 Dexter & Carpenter/184.
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Accompanied by Haight, the United States Minister
hastened to see Swedish officials. Steinhardt thought that
a settlement was still possible; Haight had serious doubts.33
Steinhardt, in the discussion with Osten Unden, Acting Min-
ister of Foreign Affairs, invited Haight to take the initia-
tive in the talks, "thus leaving him [Steinhardt] free from
any commitments in connection with future negotiations."
Soon Steinhardt entered the conversation. He explained
to Unden that the theory of agency in the United States was
totally different from the theory of agency in Sweden. Con-
tinuing, Steinhardt explained to Unden the American theory
of undisclosed principal as well as the theory of ratifica-
tion of the acts of others. This seemed to occasion con-
siderable surprise to Unden as it did considerable surprise
to Steinhardt "that after eleven years of litigation the
fundamental differences in the legal principles of the two

countries should not have been brought to the attention of

34
the Foreign Office."

33Haight to Green H. Hackworth, August 18, 1933,
Department of State Archives, 458.11 Dexter & Carpenter/184.

34Steinhardt to Hull, August 18, 1933, Department
of State Archives, 458.11 Dexter & Carpenter/184.
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Legal weapons were not the only instruments at
Steinhardt's disposal. He told Unden that Haight and Dex-
ter & Carpenter had brought a very considerable amount of
pressure to bear with certain members of Congress forbidding
governmental or private loans in the United States to any
government or agency of any government against which an
unsatisfied judgment of the United States Supreme Court was
outstanding. The Minister also pointed out to Unden that
judgments of the United States Supreme Court were invariably
respected and said that the failure of the Swedish Government
to remove the existing judgment by settlement or payment would
cause extensive comment and might reflect upon the Swedish
Government and Swedish credit. How much ﬁressure Haight and
Dexter & Carpenter brought on Congress is conjectural; there
is no evidence to support the fact they brought any. There-
fore, it is uncertain how much of this was an invention of
Steinhardt's mind but, according to the American Minister,

»"jt was unmistakable that they left a marked impression with

him [Unden]."35

If Steinhardt had resorted to subterfuge, it never-

theless brought results. Though Haight in confidential

351pi4.
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discussions with Steinhardt agreed to reduce the amount
of his claim, the Swedish Government on September 30
agreed to pay Dexter & Carpenter $150,000. It afforded
Steinhardt immense satisfaction to confirm the report that
the longstanding controversy and litigation arising out
of the so-called Dexter & Carpenter claims against the
Swedish State Railways had been full and finally disposed
of to the satisfaction of both Swedish and American Govern-
ments. "Obviously the continued existence of so fertile
a source of irritation," he concluded, "was not conducive
to improving the relations between the two Governments.
The complete and satisfactory settlement of these claims
removes the only serious issue between Sweden and the
United States."36

However, there were some Americans, more inter-
ested in other Swedish litigation. In March, 1932, the
Swedish match king, Ivar Kreuger, shot himself in a Paris
apartment. Mourned at the time of his death as a financial

titan, he was revealed a month later to have been a swindler

who had forged $100,000,000 in bonds. Many Americans were

36Steinhardt to Hull, October 12, 1933, Department'
of State Archives, 458.11 Dexter & Carpenter /206.
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victims of Kreuger's deception. Already in July, the month
of Steinhardt's arrival, auditors from all over the world
were busy at work in the Swedish capital. Steinhardt wit-
nessed for the next several months the unraveling of one
of the world's most notorious swindles.

To a few fellow-Americans, Steinhardt was more than
a casual witness. From time to time both President Roose-
velt and the Department of State received letters complain-
ing of Steinhardt's, along with others, activities in con-
nection with the Kreuger affair.37

Circumstances, family ties, previous connections,
and ignorance fathered the complaints. The situation of
Norman H. Davis was one such example. The American Protec-
tive Association represented a large majority of the bond-
holders, American citizens for the most part. It created
in July, 1933, an International Committee to study the posi-

tion of the three Kreuger Companies, namely International

Match, Kreuger & Toll, and Swedish Match with a view of

37Hull to John Bradford, December 29, 1934, Depart-
ment of State Archives, 858.659 Matches/227; Bradford to
Franklin Roosevelt, November 17, 1934, Department of State
Archives, 858.659 Matches/219; C. Palmgren to Hull, July 21,
1935, Department of State Archives, 123 Steinhardt /60.
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finding some solution of their difficulties for the benefit
of their respective creditors and investors. The Protec-
tive Committee asked Davis, American member of the Disarma-
ment Commission at Geneva, to head the International Com-
mittee. Receiving Presidential approval, Davis took a
leave of absence (without pay) from his public duties and
went to Stockholm. The fact that Davis in performing his
functions as head of the Committee was acting in a private
capacity, escaped consideration by the uninformed.

Davis, as head of the Committee, would have con-
ferred with America's diplomatic representative in Sweden
no matter who occupied that position. In like manner the
American minister, no matter who, would have interested
himself in the Kreuger prodeedings. However, Steinhardt,
as a former member of one of the country's leading firms
dealing in international finances, was in a sensitive posi-
tion. Some critics seemingly were unaware that he had
severed connections with the New York City law firm headed
by his uncle, Samuel Untermyer.

It is true that Untermyer was interested in the
Kreuger litiéation. As early as July, 1932, the Jewish

financier had expressed a desire to go to Sweden "in
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connection with the Kreuger & Toll matter."38 In the fall
of 1934, twenty-four American and foreign businessmen and
economists interested in the reorganization of properties
of the late Ivar Kreuger were guests of Samuel Untermyer
at his country estate.39 Laurence Steinhardt, United
States Minister was among those present.

Steinhardt did not necessarily feel obligated to
his uncle's business. In Steinhardt's mind the greater
interest of America transcended any self-centered interest
held by small, independently minded groups. If Untermyer's
interest was compatible with that of most other Americans,
there was no inconsistency in Steinhardt's thinking.

Admitting no rationalization, Steinhardt thought
that as foreign diplomat his service should be in the
interests of the United States. 1In his view since Ameri-
can capital represented the largest investment in the var-
ious Kreuger enterprises, American interests ought to play
an important and perhaps determining role in any plan of re-

organization that might be proposed:40 He disliked attempts

38Steinhardt to Mrs. Madeline Partridge, July 6,
1932, Steinhardt MsSS.

39New York Times, November 10, 1934.
40

Steinhardt to Hull, March 14, 1934, Department
of State Archives.
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>y” the Swedish interests, both public and private, to gain

= ¥ advantage over the Anglo-American interests.

Neither did he like the selfish interests which he
4_zxwmaaagined at work within the United States. In Stockholm
2x « observed the activity of the American match industry

+— kaat hopefully desired the emasculation of Swedish compe-
4= A tion. To Steinhardt it was "reflective of the personal

= x2 selfish point of view which the country [the United
S t— aa tes] has had such ample evidence in recent years, par-

T i c—ularly in so far as it overlooks the greater interests

S X the greater number of our fellow Americans."41 In the

S Aame despatch Steinhardt stated that the American public
hada invested approximately $350,000,000 in the various

Kx euger & Toll enterprises. The total investment within

The united States in the domestic match industry, he con-

tilfflued, amounted to less than $40,000,000. It was the
idea of those interested in the domestic match industry,
St einhardt wrote, "that the $350,000,000 investment of

tens and thousands of Americans should be sacrificed in

OXAQer that the earnings of the industry within the United
e———

41

D Steinhardt to William Phillips, November 18, 1934,
SPartment

of State Archives, 858.659 Matches/229.
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s t ates, in which there is invested not much more than ten

r><xcent of the $350,000,000 investment in the same industry
== o xoad, may not be adversely affected."
The American match industry was also under the im-
> =x ession that both Davis and Steinhardt had recommended to

+— F2e Department of State or were seeking a reduction of the

A xnvexican tariff on matches. Arthur Rosenborough, a member

<> = the Davis International Kreuger Committee, assured Stein-
Tax& At that "there was no desire for any such reduction" and
T Thahaat he was inclined to believe that the coincidence of the
T x = de treaty negotiations taking place at the same time as
Tt he attempts to rehabilitate the Kreuger companies must
Tha~re led someone to jump at the erroneous conclusi.on.dr2
A  xreduction in the American tariff on matches, he went on,
Wa s not in the slightest degree essential to the Kreuger
Y ®organization plans and that there was nothing in common
between the American tariff on matches and the attempts to
S A& 1 vage for the American public a part of their investment

1N the Kreuger Companies.

No doubt Steinhardt thought he served the interest

OFf the greater number of Americans.
\

o 428teinhardt to Hull, February 8, 1935, Department
£ state Archives, 858.659 Matches/247.

However, the degree of
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4 xrx fluence he had upon the Committee is open to speculation.
A —cording to Cordell Hull, Steinhardt was in no way con-
3 «=cted with the reorganization of Kreuger & Toll.43 And
= oo mitrary to later statements, Steinhardt stated that he
ZTa=ad not at any time taken part in any of the negotiations
<> £ the Davis Comrnittee.‘l'4 Furthermore, he suggested, it
<~ <>111ld have been quite absurd for him to do so, as the
ID & <ris Committee had at all times been represented in Stock-
Tar<c> 1. m by the most eminent counsel, who would have deeply
X &= =3 ented any meddling on his part. It is a fact, notwith-
= t anding, that these gentlemen discussed from time to time
T heir problems with him privately, and he, in turn, en-
QAeavored to assist them--particularly in the social field--
Wherever he thought he could properly do so within the
T©gulations of the Department. As United States Minister

to Sweden, he "endeavored to maintain a spirit of harmony

between all the parties interested" in what he regarded

—_—

4:"I-lull to John Bradford, December 29, 1934, Depart-

Men+t of State Archives, 858.659 Matches/227.

D 44Steinhardt to William Phillips, November 18, 1924,
SPaxtment of State Archives, 858.659 Matches /229.
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+= o be "a most constructive piece of work looking to the

protection of American interest in Sweden."‘l'5

Firsthand viewing of selfish motives evidenced in

4— I « Kreuger affair heightened Steinhardt's regard for Amer-

d_<—=a&aan interests abroad. This regard was not only for pri-

<> a=a t e capital investment but also for the broader spectrum

— international relations.

He had already come to the

< <>rxrclusion that there was "only one way for the United

S tt & tes to deal with Europe" and that was "by adopting

T TThhaheir own methods. They merely take advantage of our

i AQAealism and have no sense of reciprocity. We have spread

OS\vax wealth over the four corners of the world by gifts,
Ot her charities, and loans and in return have nothing but
i1 1 —will, envy, and an ill-concealed desire to hurt us

Whenever possible."46

The United States' policy in foreign affairs,

Steinhardt thought, "should be nothing for nothing."d'7

Having been too generous and charitable in our dealings
_

4
5Ibid .

s Steinhardt to Frank C. Walker, September 26, 1933,
T einhardt Mss.
47

s Steinhardt to Richard Waldo, January 4, 1934,
T einhardt Mss.
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<« ith the rest of the world, he stated to the same corre-

=s poondent, "they have taken advantage of us without so much

= =s a thank you." In his view, we had failed to raise the

x— st of the world to the standard of American ideals. Con-

= «=qguently, the United States should retain its ideals domes-

4= 4O _cally but in foreign dealings trade with others on the

X>a=a ssis which they themselves have established, to wit: "we

<y A we nothing unless we get its equivalent in value to our-

s << l1ves."

Such a course, he said, would shock Europe. However,
OS~rerxr a period of years the policy would "result in greater

Xesgpect for the United States and its citizens than the

PO licies of the past under which we have not only been but

have rightly been laughed at in Europe as suckers."48

New Deal diplomacy, according to the Minister, was a

MO~we in the right direction. Every step taken by the Presi-

QAent he asserted, was examined in Europe from a selfish
European point of view. He was satisfied that at last “the

American Santa Claus had closed shop."49

————

48:pia.

49

S+ Steinhardt to Frank C. Walker, January 20, 1934,
T einhardt Mss.
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Moreover, Steinhardt considered the diplomacy of the

2 i neteenth century unsuitable for that of the twentieth
— «ntury.

New Deal diplomacy, he alleged, recognized the

JF>=x oblems inherent in modern warfare, the ever increasing

xr» «=cessity for international trade, economic unsettlement,
= x2d political unrest.

As far as it affected American diplo-
xvaa <y the New Deal called for

"more work and less play:

oy x— eater frankness and less formality; more action and less

P> ornp; and above all honesty of purpose without mental reser-
vation."so The o0ld school of diplomacy is dead, Steinhardt

S rxmnounced, and in its place is rising a new school founded
AP>on a standard of ethics which demands as between govern-

Mments at least as high a standard as that required by up-

X i ght business men in dealing with one another. "Only by
A world wide acceptance of these principles can the nations

€3xpect or even hope for international trade relations and
the abolition of war."

Steinhardt doubted, however, Europe's willingness

|,NAq abpility to adapt itself to this new diplomacy. As he
Saw it, there were fundamental differences between Europeans

50

s From Steinhardt address on unknown date in
Weden, 1934, Steinhardt MSS.
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and Americans in their outlook on life. Whereas he saw

A rxnericans as optimistic, democratic, hospitable, generous,
4+ xank, and cordial, he depicted Europeans as having a
xaxatural bent for hereditary tightness, selfish, suspicious,
= ormal, worshipful of station in life, and aloof.51 Europe
=s waffered, as a consequence, from inefficiency; labor was

A _xmpotent, lazy, and unable to compete with America's super-
3. ox productiveness. As a result, he concluded, Europe

A ooked to the United States for not much more than a dole

& rxd a handout. 52

These rather parochial and nationalistic views
<Ai A not mean that he was anti-foreign, but his generaliza-
* i ons could scarcely have been supported by objective
€©~ridence. Steinhardt's state of mind led him to express
the view that only the United States, with its intrinsic
Vi rtue, possessed the necessary economic skills. When the
depress’ion halted America's industrial machine, Europeans

X e@gented "the failure of the United States to maintain a

—————

51Steinhardt to Richard H. Waldo, June 28, 1934,

S t einhardt Mss.

52Steinhardt to Richard H. Waldo, May 9, 1934,

St einhardt Mss.
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p><ak of prosperity for the benefit of Europe."53 The rest
<« E the world, he continued, was entitled to suffer from
F><=riods of depression, bad business, speculation, or other
«= xrhealthy outbreaks but the United States was supposed to
ZE><« immune. He added; "Strangely this mental condition
A =s not the result of any charitable or generous instinct
= ©oward the United States but rather that of the poor rela-
= A on who has been supported by a rich relative all his 1life
<x21ly to turn on his benefactor in a rage on learning that
Tre is no longer wealthy and unable to continue his bene-
Tactions." Quoting an old adage, Steinhardt expressed to
A fellow minister what he (Steinhardt) thought Europe's
2t titude was towards the United States:

The devil was sick, a monk would be-- 54
The devil got well, the devil a monk was he.

Europe's ingratitude as reflected in the press dis-
Tuxrbped the American emissary. In Sweden, news concerning
The united states was received chiefly from English or Ger-
™Man gources. "The news so received hereis frequently dis-

Torxrted by these agencies foreign to the United States for
—————

53Steinhardt to Hoggman Philip, May 3, 1934, Stein-
hargat mss.

1 54Steinhardt to Ruth Bryan Owen, September 19,
935, steinhardt MsS.
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4+ heir selfish national political or trade purposes. A
<7 ein of disbelief, sarcasm, exaggeration, and at times con-
4= empt permeates the news . . . This practice which is now
«> ¥ long standing has materially diminished the prestige of
4+—The United States in the Northern Countries and is seriously
= F fecting our exports."55 The prevalent notion in Europe
+—= Tat the United States was a lawless country annoyed him.56
Steinhardt responded to what he considered journal-
d s tic perversion. As a private citizen he would have been
= t imulated to do so--as a representative of the United
S ttates he accepted it as a duty and obligation. Realizing
that a managed press was incompatible with a free democratic
S ociety, he thought that "some means be provided, through
©3x isting agencies if possible, such as the Associated Press
And the United Press, of furnishing news . . . more inde-
Pendent of the foreign agencies which persist in carrying

QAnti-American news."57 Likewise, he thought American-made
_—

5Joint report of American Ministers; Mrs. Ruth Bryan
Owen (Denmark), Edward Albright (Finland), and Laurence A.
S t einhardt (Sweden) to Franklin D. Roosevelt, March 1, 1934,
Roosgevelt Mss.

56Steinhardt to Richard H. Waldo, June 28, 1934,
S t e inhardt Mss.

57Joint report of American Ministers to Franklin D.
Rb<DSeve11:, March 1, 1934, Roosevelt MSS.
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motion pictures should be regulated. The unsupervised export
of movies, in his opinion, had "done great harm to the
prestige of our country."58 In a one-man campaign he set
out to uproot the poor image of America in Sweden; the
Swedes, from Malmd to Karuna, heard the story of American
might and virtue. Thus disposed, he was determined to
press his point in Washington. Steinhardt and Mrs. Ruth
Bryan Owen, United States Minister to Denmark, collaborated
on the creation of a scrapbook for the Department of State's
use concerning newspaper accounts of American life as
depicted inethe Scandinavian press.

As a New Deal diplomat, Steinhardt also felt obli-
gated to defend Roosevelt's recovery program from foreign
misunderstanding. Using prepared speeches and statements,
the American envoy protected the Administration's position

on gold,60 deficit financing and the national debt,61

58
I1bid.
59Steinhardt to Mrs. Ruth Bryan Owen, October 27,
1934, Steinhardt MSS.
60Steinhardt to Hull, September 26, 1933, Department
of State Archives, 123 Steinhardt /20; Steinhardt to Laurence
Hills, October 12, 1933, Steinhardt MSS.

61Steinhardt to Hull, October 4, 1934, Department of
State Archives, 123 Steinhardt/43.
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social legislation,62 agriculture,63 and international
trade.64 Interestingly, Steinhardt found he could dance
to the tune of the New Deal. As the tempo of Roosevelt's
legislative agenda shifted from a conservative to a more
liberal score, Steinhardt was seldom found out of step
with the music. In a real sense, the shift in Steinhardt's
thinking matched that of his Commander-in-Chief's.
Perplexingly, Steinhardt was all but oblivious
to the extensive Social Democratic program designed to
deal with the depression crisis in Sweden. It was during
Steinhardt's stay in Sweden that--thanks partly to the
publicity given to her by writers such as American jour-

nalist Marquis Childs, whose book, Sweden: The Middle Way,65

was first published--she came to be regarded as an ideal
state, which achieved social security, equality, and eco-

nomic prosperity while remaining a liberal democracy. 1In

62544,

63Steinhardt to Hull, March 1, 1935, Department of
State Archives, 123 Steinhardt/51.

64Steinhardt to Hull, February 5, 1936, Department of
State Archives, 123 Steinhardt/71.

65Marquis W. Childs, Sweden: The Middle Way (New
Haven: Yale University Press, 1936.)
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the 1933 Riksdag, Per Albin Hansson presented an extensive
program designed to deal with the crisis; public works were
to be undertaken by workers paid at market rates, agricul-
ture was to receive more assistance, and an attempt was to
be made by a bold financial policy to overcome the depres-
sion and pave the way for new recovery.66 The new govern-
ment came to the aid of the farmers by retaining controls
already imposed by its predecessors and raised the fixed
minimum prices of farm produce. Industry was encouraged
by devaluing the krona to discourage imports.

Conditions improved rapidly in Sweden during 1933.
Production and real wages rose, and unemployment sank; a
period of prosperity greater even than that of the 1920's
got into full swing. The situation was favorable for the
introduction of further social legislation; unemployment
insurance came in 1935 and old age pensions were raised

appreciably in 1936.67 During Hansson's first two years

6

Ingvar Andersson, A History of Sweden, translated
by. Carolyn Hanney (New York: Frederick Praeger Co., 1956),
pPp. 438-39.

67Oakley Stewart, A Short History of Sweden (New
York: Frederick A. Praeger, 1966), pp. 243-44. See also
Franklin Scott, The United States and Scandinavia (Cambridge:
Harvard University Press, 1950).
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the government resorted to deficit financing; the two years
following were sufficiently prosperous to balance the budget
and pay off the previously accumulated debt. President
Roosevelt in 1936 sent a special mission to observe and
réport on Swedish recovery programs.68 Roosevelt's actions,
however, were prompted more by Child's book than by the
reports and observations of the American Minister in Sweden.
Even though social legislation was the hallmark of the New
Deal, Steinhardt failed to evince much enthusiasm for such
programs in Sweden. It goes without saying that the Roose-
velt Administration would have benefited from on-the-spot
reports from Sweden.

Like the Social Democrats in Sweden, the early New
DPealers in the United States concerned themselves more with
domestic problems than with foreign affairs. When Roose-
velt refused to submit a new tariff bill to the special
session of Congress in the spring of 1933, it was a setback
to the program espoused by Secretary of State Cordell Hull.
The President mindful of Hull's unrelenting desire for a

trade liberalization program, assured the Secretary that

68HudsonStrode, Model for a World (New York:
Harcourt, Brace and Company, 1944), p. xix.




75

the chief executive had the power to negotiate reciprocal
trade agreements. However, Hull knew the Senate's record
in rejecting such treaties. Deeply hurt, he threatened to
quit.69 Roosevelt, in an attempt to soothe the Secretary's
ruffled feathers, authorized the Department of State to
sound out several countries on the possibility of negoti-
ating reciprocal trade agreements.70

One such possibility was a Swedish-American treaty.
The depression had caused a marked decline in the exchange
of goods between the two countries. After the Swedes aban-
doned the gold standard in September, 1931, the cost of
American goods became excessive and diverted the require-
ments of Sweden to other sources of supply which were
available. Violent fluctuations in the dollar exchange
made Swedish importers extremely cautious and prevented them
from buying in the United States. When America went off

the gold standard a certain degree of the same uncertainty

had the same bad effect. Reported refusal of American

69Cordell Hull, The Memoirs of Cordell Hull, 2 vols.

(New York: The Macmillan Company, 1948), I, p. 42.

70Julius Pratt, Cordell Hull, 1933-1944, 2 vols.
(New York: Cooper Square Publishers, 1964), I, pp. 108-10.
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banking concerns to grant ordinary commercial credit facil-
ities to finance export sales had the effect of forcing
Swedish commercial interests to turn to other financial
centers for such accomodations, primarily to London.71
Sweden was the first European country approached
regarding a reciprocal trade agreement.72 In Stockholm,
Steinhardt confirmed the report that he had received
general instructions to initiate negotiations with the
Swedish Government for a trade agreement.73 The Swedish
Minister in Washington, Wollmar Bostrom, received similar
instructions from his government. The Department assured
him that it would be glad to negotiate with Sweden
promptly in order that there would be no discrimination
against Swedish trade with the United States. The United
States would accord Sweden, so the Treaty Division informed
Bostrom, most-favored-nation treatment and later if desir-

able it would be incorporated into a reciprocity treaty.

71T. 0. Klath to Hull, January 19, 1934, Department

of State Archives, 611.5831/85.

72William Phillips memorandum of conversation with
Swedish Charge d'Affaires, July 13, 1933, Department of
State Archives, 611.5831/50.

73New York Times, July 27, 1933.



77

In the past the United States had incorporated the
most-favored-nation principle in most of its commercial
treaties. Its inclusion in various New Deal reciprocal
trade agreements was not, therefore, a departure from Amer-
ican practice. With reduction of duties on a commodity
imported from a country with which the United States made
an agreement, the most-favored-nation principle operated to
accord reduction on the same commodity when imported from
other countries. As a low tariff country, its inclusion
had particular significance for Sweden.

The indefiniteness of the development of prices of
American commodities due to the National Recovery Act was
another deterrent to Swedish-American trade. Bostrom feared
that the Act would serve to increase import duties on Swed-
ish products.74 He was assured that his fears had no basis.

The National Recovery Act proved embarrassing in
another way. American negotiators in preliminary discus-
sions had promised the.Swedes that pulp wood and newsprint
would be exempt from import duties. Concurrently both com-

modities received protection under Section 3e of the

74Wi11iam Phillips memorandum of talk with Bostrom,
October 18, 1933, Department of State Archives, 611.5831/69.
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National Industrial Recovery Act. The Executive Council
meeting at the White House in January, 1934, discussed
this ambiguity together with the general status of recipro-
cal negotiations with Sweden. President Roosevelt thought
it unnecessary to hold up negotiations in spite of Section
3e. Roosevelt opined that there would be no great protest
against continuing the commodities on the free list except
in Maine and the Northwest. Inasmuch as he was willing
"to stand the gaff," other members of the Council were
willing to proceed with the negotiations.75

Steinhardt on several occasions requested the
Department to hasten the agreement.76 In the summer of
1934 he sent a revised list on which tariff concessions
might be asked of the Swedes.77 Included on the list were:

fresh fruit, automobiles, automotive parts and accessories,

motion pictures, and silk manufactures. The Minister

75William Phillips to Francis Sayre, January 16, 1934,

Department of State Archives, 611.5831/91.

76Steinhardt to Herbert Feis, January 22, 1934, Febru-
ary 20, 1934; March 20, 1934 in Steinhardt MSS. See also
Ministers Report, March 1, 1934, Roosevelt MSS.

77steinhardt to Hull, August 9, 1934, Department of
State Archives, 611.5831/116. For earlier list see Steinhardt
to Hull, August 11, 1933, Department of State Archives, 611.583/54.
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thought that impediments existed in form of excise tax

on tires and gasoline, stringent pharmaceutical and grain
mixing regulations. Further impediments, he pointed out,
were the possibilities of future Swedish laws requiring
compulsory mixing of alcohol with gasoline, a threatened
Governmental monopoly of motor fuel distribution, and
extensive dumping by the Soviet Union of petroleum pro-
ducts. Steinhardt suggested that Swedish objectives
would be to retain wood pulp, newsprint, and paper on the
free list without reduction of quantity. In turn, the
Swedes would ask for lower rates on iron, high grade steel
and steel products, granite, matches, and industrial art
products, particularly glassware and pewter.

Steinhardt concluded, however, that the most essen-
tial concession upon which the United States should insist
was extraneous to tariff and rate changes. "If the object
of the proposed treaty be the increased sale of American
products, " he asserted, "there is a basic obstacle which
must first be removed and which is a more serious deterrent
to the sale of American products than any tariff schedule

could possibly be."78 He had in mind the practice in Sweden

781pia.
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whereby individuals either imitated American products or
pirated American trade-names and trademarks. The Swedish
laws, reported Steinhardt, were antiquated and provided
no relief to the offended. He considered it wise to pro-
tect American business by incorporating suitable provisions
in the proposed treaty.

Although he favored government sponsored assistance
to commerce, Steinhardt thought that American business
ignored international trade. 1In Sweden they refused to

take advantage of the excellent market that awaited them.79

Inste;d, they contented themselves with inept franchises
and one-time sales. Generally speaking, he thought, Amer-
ican products were over-priced with nothing but short term
profits in mind. American businessmen, in his opinion,
had to set long-range goals if they were to corner success-
fully their share of world trade.

The Department of State concluded its investiga-
tory studies. 1In accordance with requirements specified

in the Reciprocal Trade Act, the Department on September 10,

1934, gave public notice of its intention to negotiate a

79Steinhardt to Hull, December 11, 1934, Department

of State Archives, 611.583/215.
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trade agreement with Sweden. As anticipated most of the
critics represented American match, wood pulp, paper, iron,
and steel industries. Their effect on the draftings of the
agreement was minimal.

Swedish intractability delayed the signing of the
treaty. Notwithstanding obstructive tactics by Swedish
Minister Bostrom in Washington,80 Steinhardt urged patience.
Confident that the two countries would eventually come to
terms, the New Deal diplomat referred "to the fact that a
disposition to bargain is inherent in the Swedish character.
It is not a Swedish characteristic to strike a bargain
quickly. The Swedes have a penchant for prolonged trading.
They are a slow moving conservative people who . . . seem
to believe that the length of time of a negotiation consumes
bears some relation to the ultimate result arrived at."81

According to Swedish negotiators, they had good

reason to forestall the agreement. The Swedish Govern-

ment desired a clause written in the treaty which could

80Steinhardt to Hull, August 9, 1934, Department

of State Archives,

81Steinhardt to Hull, December 11, 1934, Department
of State Archives, 611.583/215.
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be construed as a recognition by the United States that
Sweden pursued a low tariff and liberal trade policy. For
that reason, they concluded, there was not available the
same possibilities for bargaining and reduction of rates
as with other higher tariff countries. They were particu-
larly anxious for such a clause, partly for domestic poli-
tical effect and partly because they thought that it would
enable Sweden to better resist the pressure from other
European countries.

This failed to satisfy Secretary Hull. He suggested
that Steinhardt have "a frank talk" with either the Prime
Minister or Minister of Foreign Affairs. Hull requested
his Minister to inform Swedish authorities that United
States policy tended toward lower tariffs and hoped to be
able to grant liberal concessions, "but not without reci-
procity, for it is the only way we can mutually increase

trade."83

2Pierrepont Moffat memorandum of telephone address
with Per Wijkman, October 23, 1934, Department of State
Archives, 611.5831/187.

83I-Iull to Steinhardt, December 6, 1934, Department

of State Archives, 611.5831/193a.
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Steinhardt found nothing but cooperation in the
Swedish Foreign Office. He assured Hull that Rickard
Sandler, who as Minister of Foreign Affairs served also
as President of the League of Nations, was sympathetic
toward the Secretary's attempt to remove international
trade barriers. Hereafter, he confided, specific items
would be relegated to a place of secondary importance.
According to Steinhardt, the Swedish Minister of Foreign
Affairs was "engaged in the ambitious project of endeavor-
ing to negotiate a treaty with the United States which
he can hold before the eyes of the world as a 'model
treaty' aiming at the destruction of trade barriers."84

It appeared for the next several months that
authorities had shelved the agreement. Suddenly in May,
1935, with no forewarning, Hull announced that negotia-
tions had been completed and the treaty was ready to be
signed. He cabled Steinhardt in Stockholm: "The nego-
tiations have gone so fast that it has not been possible

to telegraph you day to day developments. We do not want

you to think, however, that we did not rely greatly on

84Steinhardt to Hull, December 22, 1934, Department
of State Archives, 611.5831/216.
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your excellent reports, and want you to know that we feel
that your share in the conclusion of the agreement is a
large one."85 Officials in Washington signed the treaty
on May 25; it became effective on June 7 when ratified by '
the Swedish Riksdag.

Steinhardt, for the most part, was satisfied.
Undoubtedly he was disappointed that the treaty had no
provision protecting American products, copyrights, and
patents in Swedish courts. Taken as a whole, he regarded
the treaty as very satisfactory. 1In a letter he stated
his convictions: "I have no present intention of sending
any formal despatch with respect to the provisions of
the treaty. The matter is closed and I have never been
given to wasting much time on that which no longer can be
changed. Obviously, in any contract each side strives to
get as much as it can and to give as little in retﬁrn as
possible.“86 Efforts on behalf of the treaty proved to be

Steinhardt's most significant contribution as Minister to

Sweden. It established him as a partner along with

8 N . . .
5Hull to Steinhardt, May 23, 1935, Department of
State Archives, 611.5831/245a.

86Steinhardt to T. O. Klath, June 12, 1935, Stein-
hardt MSS. '
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Secretary Hull in the New Deal's design to remove the
warld's tariff barriers. When in 1936 American exports
to Sweden increased by nearly fourfold over what they
had been in 1933, both Steinhardt and the Department
hailed the Reciprocal Trade Treaty signed with Sweden
in 1935 as the impelling factor.

Efforts on behalf of the treaty did not consume
all of Steinhardt's time. He still found time to fulfill
his reasons, in part, for accepting the ministerial posi-
tion; he relaxed by sailing, fishing, skiing, playing tennis
and bridge. In between activities he promptly and method-
ically sent bi-monthly post reports to Washington. Pri-
marily the reports were gleanings from Swedish newspapers
covering a wide range of activities. Seldom, if ever, did
the Minister incorporate his own personal views in these
reports. He left interpretation for those at the European
desk in the Department of State.

On occasion he found time (from his northern outpost)
to write friends his views of Europe. Like other diplomats
of the time, Steinhardt was slow in recognizing the inher-
ent danger in the Nazi regime in Germany. In the fall of

1932 while on his pre-election trip to Europe, Steinhardt
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doubted Hitler's ability to take over the government.87

In speaking of anti-Semitism, Steinhardt thought it
"primarily a political expedient of the Nazis. The
closer they come to the real accession of power, the
less palatable anti-Semitism will be to them." Once
in power, he said, Hitler would find himself "in the
position of having to suppress anti-Semitism as much
as possible." Even when Hitler acceded to power and
increased rather than lessened his attack on the Jews,
Steinhardt was of the opinion that Hitler had "done ’
a great deal for the German people; if nothing else

he as given them back their self-respect."88 Although
Steinhardt foresaw no trouble between France and Ger-
many "for along time," he thought Hitler would be

more acceptable "if some of his satellites were of a
different type or if he himself had not been so extreme

in certain of his policies--particularly anti-Semitism--

and did show a greater knowledge of government and

87Steinhardt to Jacob Landau, September 13, 1932,
Steinhardt MSS.

i

88Steinhardt to Robert Davis, December 4, 1933,
Steinhardt MSS.
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economics and respect for world opinion. .. ." Had Hitler
fulfilled these qualifications, Steinhardt could have said
"a great many good things for his movement."

Steinhardt, on the other hand, was cognizant of
Hitler's mishandling of foreign affairs. He thought that
the Germans blundered badly regarding Anschluss between
Austria and Germany.89 "They have antagonized at least
half of the Austrian people, have spoiled their chances of
ever gaining English or French consent, have made the Little
Entente extremely nervous, and have even alienated Italian
sympathy on this point." 1In his opinion there could be no
Anschluss between Germany and Austria "unless Germany at-
tempts to bring it about by force which could easily pre-
cipitate a war in which even Italy could not be expected
to side with Germany." Because of "the great hostility
to Germany" rising from "commercial and financial mis-
treatment," Steinhardt predicted that the Swedes in the
event of war would turn toward Britain and the British

Colonies.90 A long-time antipathy toward Russia, "the

89Steinhardt to John A. Hinckley, February 14, 1934,
Steinhardt MSS.

90Steinhardt to Robert Pell, January 29, 1934, Depart-
ment of State Archives, 123 Steinhardt/39.
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traditional enemy," he thought would leave Sweden no
other choice.

However, it was Swedish-American relations that
dominated Steinhardt's thinking during his stay in Stock-
holm. Appreciating the magnetism of Anglo-Swedish rela-
tions, he did not desire English monopoly of Sweden's
trade. Consequently, he urged Roosevelt and others to enter
the psychological battle for Scandinavian markets. He im-
plored the Department of State to display American pres-
tige by sending war ships, air squadrons, famous individuals
and athletic teams to Scandinavia.91

Ordinarily, Steinhardt had good, amicable rela-
tions with the Swedish press. It was events surrounding
a visiting team of American athletes that presented him
with his only real embarrassment during his stay in Sweden.

The newspaper Idrottsbladet, leading Swedish sports jour-

nal, rebuked Steinhardt for a speech he was alleged to
have made at a reception for visiting American athletes.92

The newspaper quoted Steinhardt as saying: "Be on your

91Steinhardt to Roosevelt, January 24, 1935, Stein-
hardt MSS.

92New York Times, July 19, 1934.
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wattch; the Swedes are a jealous nation and do not like to
see foreign éportsmen triumph." Steinhardt denied the
stoxry stating that he had only advised American athletes
to "comply strictly with the rules."93 Later T. Tegner,

proprietor and editor of Idrottsbladet, apologized to the

New Deal diplomat: "We know you as the friend of Swedish
sport in the Corps Diplomatique of Stockholm. What pains
me more than the distortion is the violation of your hos-
pit-.ality."94 The sincerity of the apology and the esteem
in which Steinhardt was held by the Swedish press are best
indicated by the correspondence he maintained with various
indiwiduals throughout the American's entire diplomatic
career. Steinhardt, for his part, continued an acute
awareness of the power of the press.

As America's quadrennial elections drew closer,
Steinhardt's thoughts turned increasingly to politics.
During his ministry he kept abreast of political develop-
Tments. on home leaves he activated his political image,

Never failing to make a personal call at the White House
_

93Ibid., July 20, 1934.

94'11:1’.(3.., August 29, 1934.
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or Hyde Park. From Stockholm he sent the President an
expensive crystal vase engraved with the seals of the
Nawvy Department, State of New York, National Recovery
act , and the Presidential seal.

Along with other diplomats, Steinhardt returned
home for the Presidential campaign. A cartoon by T. E.
Powexrs in a New York newspaper depicted the diplomats
{Steinhardt among them) swimming home to help ih Roose-
velt 's "Raw Deal" re—election.95 It piqued Steinhardt.
Steinhardt explained that such procedure had been common
practice for years, the government paid only for the
diplomat's first and last trip, and the expenses for
absences beyond sixty days came from the diplomat 's own
Pocket and resulted in an actual savings to the tax-
Payers.96

Steinhardt was uncertain of the election's out-
Come. 1In June he thought Roosevelt's chances for re-

97

election no better than 50-50. He found it difficult

9SNew York Evening Journal, July 17, 1936.

Stes 96Steinhardt to Charles Michelson, July 14, 1936.
teinhardt Mss.

Stes 97Steinhardt to Mrs. Ina M. Hoffman, June 17, 1933,
€lnhardt MsS.



91

to appraise the violent campaign against the President
that had "emanated from Wall Street and the big investor
j_ni:er:ests."98 The outcome of the election, he thought,
would depend primarily on which side makes the worst
blunders&."99 This was true, he continued, becuase "in
the United States . . . the masses vote against rather
than for individual candidates--and pay very little
attention to platforms or politics." Even so, he had
no fears that the country would go radicr:tl.loo Further-
more, he a’ssured his correspondent, there are "some
elements at the Republican Convention . . . so liberal
(or even radical)" to make the Roosevelt Administration
appear conservative by comparison.lm'

One such Republican "radical" Steinhardt had in

mind was the popular Fiorello Laguardia of New York.

98Steinhardt: to James E. Brown, Jr., June 28, 1936,
Steinhardt MSs.

99Steinhardt to James E. Brown, Jr., June 16, 1936,

Steinhardt Mss.

100

Steinhardt to Alfred Oste, July 28, 1936, Stein-
harat pss.

101

h Steinhardt to Alfred Oste, May 15, 1936, Stein-
ardt uss.
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steinhardt as a Democrat was innately suspicious of the
"I,ittle Flower." But he imagined himself joined in this
att itude with "conservative Republicans, in fact all
Republicans outside the small" who had no use for LaGuar-:
dia .102 "They regard him as a demagogue and a wild radi-
cal—-—a politician to the finger tips with no knowledge

of government and still less disposition to learn any-
thing about government or finances."

The political situation in New York forced Stein-
hardt to look at his own future with reluctance. Early
in the year Governor Herbert Lehman announced that he
would not run for re-election. The declaration increased
anxiety among Democrats in the Empire State. Steinhardt
refused to commit himself or be nominated on the New York
State ticket.l03 To his mother-in-law he wrote: "I have
No intention, if I can avoid it, of running the risk of
defeat at my age. If I were fifteen years older I wouldbe .

forced to take a chance, but at my age I feel that I can

afford to stand back, and if I run for office do so at a
\

. lozSteinhardt to Laurence Hills, October 5, 1933,
Steinhardat Mss.

Stes 103Steinhardt to Mrs. Ina M. Hoffman, June 17, 1936,
€lnhargt Mss.
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time when the election for a Democrat is better than it
appears this fall."l04 The overcautious Steinhardt must
hawve been astonished with the November results. Ulti-
mately, Lehman decided for re-election and won handily;
Roosevelt carried New York with a million vote plurality.
Steinhardt was to wait for another day and another oppor-
tunity.

Pushing aside the politics of 1936, Steinhardt
contenmplated his immediate future. The prime consider-
ation was whether to remain in government service or
return to his private law practice. Having stayed in
Sweden longer than he had originally intended, Stein-
hardt necessarily found an attraction in the diplomatic
service. Was he now ready to trade in the excitement,
Power , and public attention of an American diplomat for
the routine and obscure life of a Pine Street attorney?
Which of the two would present the best opportunity to
ful£il] his still unsatisfied political ambitions?

One decision had already been made. Steinhardt
Would not return to Stockholm; there would be nothing to

105

be gained by doing so. In April he had informed the
\

105Steinhardt to Mrs. Ina M. Hoffmann, October 9,

l9
36, S teinhardt MSS.
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president accordingly. He had made up his mind that he
would not stay in government service unless offered "a
cabinet post or one of the important Embassies in Europe
or South America."lo6 These were the only two continents
that interested him and having had a legation, he did
"not care for anything less than one of our important
Embassies. . . ."107 Thus, to a large extent, Steinhardt's

immediate future lay in the hands of the man in the White

Hous e, President Franklin Roosevelt.

b loeSteinhardt to Major Frederic A..Partridge, Novem-
€r 20, 1936, Steinhardt MSS.

107Ibid.




Chapter 3
GOOD NEIGHBOR AMBASSADOR TO PERU

Following his bitterly fought but relatively easy
victory in the 1936 election, President Roosevelt left
wWwashington for well-earned and much needed rest. With the
New Deal at high tide, the President swam lustily, bathed
himself in the tropical sun, and fished. However, it was
not all play. Aboard the yacht Potomac, Roosevelt and ad-
visors mapped strategy for the next round of New Deal legis-
lation, discussed international affairs, and dealt with
domestic political problems.

At some moment aboard the Potomac Roosevelt con-
Sidered the future of Laurence A. Steinhardt. As he had done
in 1932, Steinhardt again had made generous campaign contri-
butions. 1In addition to donating money, Steinhardt had in-
fluenced his friend, Arthur H. Sulzberger of the New York
T

_iiﬂgﬁi into a more conciliatory attitude toward Roosevelt's

can‘l?aign.1 Shortly before the election, the Democratic
\

g 1Steinhardt to Marvin McIntyre, June 15, 1936, and
Uly 20, 1936, Roosevelt MSS.

95
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candidate and Steinhardt had discussed future possibilities.
Knowing that Steinhardt desired not to return to Sweden,
Roosevelt intimated that a post might be found for the New
Deal diplomat in South America.2 Having found time to delib-
erate on the matter, Roosevelt became convinced that the
American Embassy in Peru ideally suited the talents of t;he
ambitious diplomat. Peru had already been chosen to host
the next Pan-American Conference; its success, in part,
depended upon having a reliable American representative there
dur ing the preparatory stages. Pleased to be elevated to
ambassadorial rank, Steinhardt agreed to serve in Peru
thr ough the Conference. 3

Shortly after Roosevelt's second inauguration, Stein-
hardt returned to Sweden. Aware of his impending appointment
to Peru, he knew his stay in Stockholm would be brief. Be-
tween caring for routine diplomatic affairs, he arranged
Personal matters, tended to the shipment of furniture and
Personal effects, and made preparations for his successor.

The Administration had already determined his replacement.

———

2Steinhardt to Mrs. Ina M. Hoffmann, November 28,
1936, steinhardt Mss.

1 3Steinhardt to Charles S. Guggenheimer, April 1,
936, steinhardt Mss.
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The present ambassador to Peru, Fred H. Dearing, and Stein-
hardt would trade assignments.

Steinhardt spent his last several weeks in Sweden
exchanging farewells with acquaintances and friends. Aristo-
cratic-minded, Steinhardt had limited his acquaintances to
members of Sweden's upper class: industrialists, business
leaders, and professional people. He was assured, however,
that his friendship with these people did not stem from his
diplomatic position.4 "It is almost as difficult for a
diplomat to get into the circles of these business people
as it is for a camel to get through a needle's eye, . . . ."
The writer informed the American Minister that the ability
"to get into touch with people" depended "exclusively" on
the diplomat's personality rather than position. "I go so
far as to say that you became popular notwithstanding you
Were a diplomat." The correspondent neglected the fact that
Steinhardt, through Samuel Untermyer's international financing
(as already witnessed in the Kreuger affair), had a "ready-
Mmade" audience. It is significant that he failed to reach

beyond the class of people involved in the litigation.
—

s 4Carl Trygger to Steinhardt, January 11, 1937,
teinhardt Mss.
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The Swedish press was expansive and complimentary.

The Svenska Dagbladet, the leading conservative newspaper,

after applauding Steinhardt's contribution in connection
with the Dexter & Carpenter Case, the Kreuger affair, and
the Swedish-American Trade Agreement, concluded:

Minister Steinhardt has devoted much interest and
great effort toward increasing in Sweden knowledge
of American conditions. In so doing he has led
diplomatic activities into paths not heretofore
followed in this country. For example, he has de-
livered lectures in different parts of Sweden, and
he is believed to be the first foreign envoy who
has delivered a lecture before the Swedish Society
of Economists.5

The Nya Dagliegt Allehanda was just as effusive. In respect

to the develépment of Swedish-American cultural relations,

it said, one finds traces of Steinhardt's work everywhere.
"Mr. Laurence Steinhardt will leave a void and will be missed
here in Sweden. But such is life in the diplomatic world.
Faced with the unavoidable parting, Sweden can only express
its appreciation and say 'Good Luck' to this friend of
Sweden ... ." No compliment could have been more meaning-

ful to the departing Minister than that from his own

———

5The Svenska Dagbladet, June 25, 1937, as trans-
lated in Steinhardt MSS.

6The Nya Dagliegt Allehanda, June 25, 1937, as

translated in Steinhardt MSS.
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Commercial Attaché: ". . . your work here will never, I am

certain, be forgotten and the more I think of it the more

I am convinced no pettiness can possibly injure the position
you built up here for the United States and for yourself
personally."

The cordiality of the Swedish press toward the Ameri-
can Minister and the country he represented resulted from
Steinhardt's personal efforts. Since arriving in 1933 he
had turned an unfavorable press into one that upon his
leaving showed "a strong American attitude." It had taken
cultivation. According to Steinhardt a diplomat generally
had no control over the time or place of an interview; caught
off-guard, he might have other things on his mind. If the
diplomat avoided or refused an interview, the press immedi-
ately presumed that he concealed something. Such being the
case, Steinhardt made it a practice to grant the interview,
in this way, obtaining some inkling what the particular publi-
cation was likely to print. Even by using such precaution,

St einhardt was aware that a single word in translation might

—

7Charles E. Dickerson, Jr. to Steinhardt, June 26,
1937, steinhardt MsS.

. 8Avra M. Warren to Rudolf E. Schonfeld, unknown
date, 1937, Steinhardt MsS.
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change the whole meaning; or a reporter, with his ideas on a
subject, might alter the interview to correspond with his own
views.

The time arrived, however, to set aside the problems
of Sweden for those of Peru. Confirmed by the Senate on
April 19, 1937, Steinhardt busied himself gathering infor-
mation concerning the country to which he had been assigned.
Peru, like other Latin American countries, had undergone a
series of difficulties following the world depression. Much
of the Peruvian problem stemmed from the dictatorial regime
of Augusto Leguiva who had governed the country from 1919
to 1930. He initiated in the early twenties a reform program
which included modern public works, pavements, immense recla-
mation projects in the interior of the country, enlargement
of the public school system, and protection of the Indians.
When it became evident that his program of improvements in-
Volved immense graft and mortgaging, the best citizens began
to criticize. Forthwith, the critics were ruthlessly im-
Prisoned or sent into exile. Meanwhile, the president con-

tinued to float more loans by giving liens on petroleum,

—

9Steinhardt to Carl Trygger, February 3, 1937,
Steinhardt MSS.



101

guano, and customs, even granting to a foreign-controlled
board the right of collecting taxes.10

American investment in Peru increased substantially
during the Leguiva period. About one-third of this investment
was in the nature of loans; the money was to be spent for
public improvements, but actually much of it went for graft,
for buying immunity from crime, and for preparation for war.
Loans to Leguiva were given with severe mortgage conditions,
and caused deep resentment among the helpless Peruvians who
saw the future of their country thus pawned by the dictator.ll
A military coup in 1930 overthrew the regime.

The men Leguiva had hounded out of the country came
back. Victor Raul Haya de la Torre, the leader of APRA,
(alianza popular revolucionaria americana), stood for the
presidency and lost the vote to Sanchez Cerro, a second-rate
soldier who was not equipped to meet the problems which came
with the worldwide financial collapse. While disorder spread

throughout Peru, with violent anti-foreign feeling, a mora-

torium was declared on all foreign debts. Bonds sold to

—

10Samuel Guy Inman, Latin America: Its Place in World
Life (New York: Harcourt, Brace and Co., 1937), pp. 149-168.

11

Ibid.
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American investors fell from $97 to $7. The American public
lost almost $100,OOO,000.12
Sanchez Cerro was assassinated in 1933 and General
Oscar Benavides took over. The plump Benavides--called
"Waterbelly" by his political opponents--was educated at
St. Cyr, the West Point of France, and served as ambassador
to Rome where he became the friend of Mussolini. Soon after
becoming president, Benavides released Haya de la Torre from
prison. Two years later when the country was clearly behind
Haya de la Torre, Benavides ordered his arrest and proscribed
APRA. The President-Dictator of Peru ruled by force and not
by law. When in 1936, Haya de la Torre's candidate was
clearly elected after only eighty percent of the ballots had
been counted, Benavides stopped the counting and declared the
el ection illegal.13 Thereafter he ruled without a congress.
Benavides liked to think of himself as a benevolent
di c tator who used force only when it was necessary. 1In

Pex v, he considered himself taking the middle course between

the extremes of Aprism and the outright fascist reactionaries

————

12John T. Whitaker, Americas to the South (New York:
The mMmacmillan Company, 1939), pp. 19-20.

131pi4., p. 18
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who owned El Comercio, the country's leading newspaper.14
Not unlike the New Deal, he initiated a vast public works
program: the building of highways, workers' homes, and
schools. A social program included paid vacations and
compulsory social insurance. To finance these programs
Benavides borrowed money from the International.Petroleum
Company (which belonged to Standard 0il of New Jersey)
in return for a promise not to increase duties levied
against the Company.15
Benavides benefited from boom times. Roosevelt's
curtailment program opened up markets for Peru's high
grade long-staple cotton. Simultaneously, copper and other
mines benefited from world rearmament. The Fascist coun-
tries with their expansion of war industries put forth
st rxrenuous efforts in Peru to sell munitions, war vessels,
and airplanes. The selling of such products necessitated
the sending of experts, which increased economic and politi-

ca 1 influence and insured further orders.16 In four years,

—

14Ibid., p. 22.

15:pia., p. 23.

A 16Carleton Beals, The Coming Struggle for Latin
2IMNe x> jca (New York: J. B. Lippincott Company, 1938), p. 99.
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1934 through 1937, Hitler moved German exports up from
nine to approximately twenty percent. Even so, the United
States retained roughly thirty-six percent of Peruvian ex-
ports. German gains were largely at the expense of the
British.17
The fact that Peru was economically a colonial
country added to its problems and served to complicate
the picture. Sixty percent of the Peruvian railroads were
owned in perpetuity by the British. A German family owned
Casa Grande, which produced forty-five percent of Peru's
sugar crop. Italians owned a bank and electric power, light,
and trolley monopolies in Lima. United States capital was
represented by the Cerro de Pasco Copper Corporation which
mined ninety-five percent of the copper and more than half
Oof the country's large supply of silver and gold. Other
impyortant United States firms with investments in Peru were
In+t ernational Petroleum Company and W. P. Grace and Company
Wh i ch had a virtual monopoly on shipping between the United

18
St ates and Peru.

————

17Whitaker, Americas to the South, pp. 36-38.

8Inman, Latin America: Its Place in World Life,
P . 166-167.
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Steinhardt should not have been surprised when
Under Secretary of State Sumner Welles, at the latter's
Oxon Hill Manor, informed the new Ambassador that Peru was
"the particular sore spot for us in Central and South
America at the present time."19 Although torn by both
domestic and foreign dissension in the 1930's, Peru had
not known political unity since the time of the Incas. The
Andes divide Peru into three distinct areas; the coast, the
intermontane plateaus, and the jungle east of the mountains.
Each of these three parts had its own problems and its own
way of living.20 The struggles between Benavides and anti-
Government forces, the fascists and anti-fascists increased
this "natural" disunity. Undaunted by Peruvian problems,
S teinhardt admitted that he was not optimistic about his
chances to improve matters but "as the situation could not

be nuch worse there was little room for failure and a possi-

bi lity of at least some degree of success" if he received any

198teinhardt to Rudolf E. Schonfeld, August 4,
1 © 37, Steinhardt MsS.

2OHarry Kantor, The Ideology and Program of the

@vian Aprista Movement (Berkeley, California: University

O £ california Press, 1953), p. 4.
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kind of a break. 21 In similar manner, he was warned by his
predecessor at Lima that the post in South America would be
"quite different from the one in Stockholm."22 The Peruvian post
involved, he was told, "of being a 'good neighbor' to people
who aren't always as sincere about being good neighbors as
we ourselves."
The "Good Neighbor" policy of the early New Deal
had been motivated by the desire to promote hemispheric
economic recovery, which in turn would help the United States
fulfill its domestic recovery program. The Roosevelt Admin-
istration later showed an interest in maintaining a policy of
non-intervention and in concluding dollar diplomacy. At
Montevideo, Uruguay, in 1933, Secretary Hull gained tacit
support for reciprocity and he prevailed upon the other
republics to endorse several commitments to outlaw war.
The most important action of the meeting was to approve
Art icle VIII: "No State has a right to intervene in the in-

texnal or external affairs of another." The pronouncement

21Steinhardt to Rudolf E. Schonfeld, August 4,
19 37, steinhardt MsS.

22Fred M. Dearing to Steinhardt, May 1, 1937,
St e i nhardt Mss.
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marked an end "to that interpretation of the Monroe Doctrine
which justified and gave sanction to the intervention of
the United States in the affairs of the states of the New
wOrld."23

It became evident by the time Steinhardt associated
himself with the policy in 1937 that there was more to world
unrest than simply monetary and commercial dislocation.
Alarming developments in Europe--the increasing aggressive-
ness of Nazi Germany and Fascist Italy, the penetration of
German and Italian influence into Latin America--seemed to
menace the peace of the New World as well as the 0ld. As
American Ambassador to Peru, Steinhardt had two diplomatic
courses to steer: the first, a continuation of efforts to
increase American recovery; the second, a diplomatic policy
designed to promote hemispheric solidarity.

However, Steinhardt's first concern after arriving in
Lima was related neither to economic recovery nor hemis-
pheric solidarity. As was the case in Sweden, his first

concern dealt with housing and American physical properties.

To a person sensitive to America's image abroad, the physical

23Dexter Perkins, A History of the Monroe Doctrine

(Boston: Little, Brown and Company, 1963), p. 347.
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condition of the United States Embassy was deplorable. 1In
a long letter to Sumner Welles, the Ambassador described not
only the physical status of the Embassy but set forth his
views regarding the morale of the employees. In making the
disclosures it became necessary to reveal the names of those
he thought responsible for the sad plight of the Unites States
Embassy in Peru.24 Realizing this could not be done without
some embarrassment, Steinhardt was firm but discreet. Above
all else, he felt it an obligation owed to the United States.

The physical condition of the Embassy was enough to
cause poor worker morale. It was shocking! Steinhardt found
the equipment and furniture disgraceful, typewriters in need
of repair, and index cards filed in shoe boxes. There were
no lamps, hat racks, nor tables; the floor coverings were an
"eye sore." Inasmuch as there was no heating system in the
chancery, employees used an old kerosene stove to take off
the dampness. At his own expense, Steinhardt purchased
electric heaters.

The staff was demoralized. Women employees in the

chill of the chancery worked in their coats. Employees

24Steinhardt to Sumner Welles, September 29, 1937,
Steinhardt MSS.
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had no respect for their former chief and were indifferent
to the Government's business. The staff, short two employees,
was inadequate. Of the three stenographers, Steinhardt noted
that two were married and "much more interested in domestic
affairs and social engagements" than in their jobs. The
other he described as "a jittery neurotic spinster of nearly
sixty."

The United States owned neither the Embassy nor
chancery. It so happened that the owner of the property
was Mme. Benavides, wife of the Peruvian dictator. Both
husband and wife were displeased with their tenants; so
much so that they tacitly refused "to accomodate the embassy
in the most trivial respects." Steinhardt found them so
wrathful that he thought it "a waste of time to endeavor to
accomplish anything . . . until the President and Mrs. Bena-
vides are first put in a more conciliatory frame of mind."

Much of the Benavides's unhappiness resulted from
financial dealings with Steinhardt's predecessor, Fred M.
Dearing. Out of an annual rental of $7200 paid by the
United States Government, Dearing, a career diplomat nearing
retirement age, had demanded and received from Mrs. Benavides

a monthly refund of $100, or $1200 a year. According to
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Steinhardt, "Mrs. Benavides's fury knew no bounds when Dearing,
who sailed June 3, demanded and received advance payments for
June and July." Further investigation by the new Ambassador
revealed that Dearing had consistently opposed the erection
of a residency by the United States Government claiming that
the location was unhealthy. This, in spite of the fact, as
reported by Steinhardt, that the British Government had built
within three-hundred yards of the proposed site. Carrying
his investigation further, Steinhardt disclosed that his
predecessor entertained to a negligible extent; this in
turn being supported by the fact that no part of Dearing's
salary of $17,500 was used in Peru, being deposited in
New York and retained there virtually in its entirety. Also,
Steinhardt continued, Dearing had an overdraft of approxi-
mately $3000 at the Lima Branch of the National City Bank
which had been running for a period of over three years.
Steinhardt carried his investigation of Dearing into
yet another area. There was a "compulsory payment for a
brief period to a Mr. de Silva of $71.50 monthly out of
$96.50 salary of a clerk in the Embassy." The records of the
Embassy indicated that de Silva came to Lima from Portugal

after Dearing was transferred from Lisbon. After working
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for the Embassy (and living with the Dearings), de Silva
resigned and went into the liquor importing business. Stein-
hardt was "satisfied without a reasonable doubt" that his
predecessor had "imported liquor duty free under his diplo-
matic privilege, Mr. de Silva paying for the shipment and
receiving one-half thereof--the Ambassador receiving the
other half free of charge."

The Department of State investigated the charges.
In essence it confirmed the allegations made by the New
Deal diplomat. Suffice it to say that after the gossip
died down, Dearing, on the grounds of his wife's health
and that of her parents',25 after more than thirty years of
service, was allowed to resign. Steinhardt was relieved
that the investigatory report confirmed his letter to Welles;
» . . .1it is renewed evidence of the confidence and respect
which the State Department appears to have for my judgment,"
he wrote his wife.26

With alacrity Steinhardt set out on the task of re-

storing confidence in and creating correct image of the

25Charles E. Dickerson, Jr. to Steinhardt, June 14,

1938, Steinhardt MSS.

26Steinhardt to Mrs. Dulcie Steinhardt, June 21,
1938, Steinhardt MSS.
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American Embassy in Peru. It necessarily required a shifting
of some personnel. Mme. Benavides, with renewed faith in the
Americans, consented to minor repairs on the Embassy. Located
in the suburb of Miraflores, the Embassy was o0ld but rich in
legend.27 The Steinhardts surrounded it with gardens teem-
ing with flowers. 1In view of the forthcoming Pan-American
Conference it was necessary to modestly refurnish the inter-
ior. As was the case when the Steinhardts occupied the
United States Legation in Stockholm, so too could Americans
now point to their Embassy in Lima with pride.

It amazed the new Ambassador that the world knew so
little about Peru. Overstating reality, he declared that the
country was "probably the richest in the world" in natural
resources. True, Peru was rich in gold, silver, copper,
vanadium, and oil but it lacked the coal and iron necessary
for industrial development in the Twentieth Century. Sadly,
too, the riches of the country had fallen into the hands of
foreigners. Appalled by his own ignorance, he speculated
on increasing American visits to this Latin American neighbor.

Peru was, in his thinking, "indescribable for its archeological

2 .
7Unknown author, "A Day at the United States Embassy
in Lima," 1938, Steinhardt MSS.
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wonders that make Egypt a joke." Peruvian natives were more
picturesque than in any country of the world; anyone who had
"not seen the Andes had not lived."28 This was a superficial
view. Seventy percent of Peru's 6,000,000 population were
Indians living under the conqueror's heel. 1In this country
inhabited by Indians and owned by foreigners, the native did
his work and fought his wars; he endured his dire poverty
by crunching the cocaine out of the cocoa 1eaf.29 "The
picturesque native" as perceived by Steinhardt actually
existed in infinitesimal small numbers. Workers on govern-
ment projects received two sols (forty cents) a day, barely
enough to keep body and soul together.

Tourism, according to the American Ambassador, was
a business that needed cultivating. He voiced his views on
the subject in a radio broadcast to the Peruvian people.30

Tourism, Steinhardt stated, was "an industry guided by the

laws of supply and demand which obey the well-known rules

28Steinhardt to Axel Wennergren, March 27, 1938,

Steinhardt MSS.

29Whitaker, Americas to the South, pp. 14-15.

30Steinhardt to Hull, November 18, 1937, Department

of State Archives, 823.111/99.
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of a return on invested capital like any other general busi-
ness activities." He thought it necessary to offer the
tourist sufficient attraction to induce him to come; and
once he had come, to surround him with conditions which would
make the tourist--once he returned home--a steady propagandist
for the visited country. He explained the irritations affect-
ing a tourist; with particular reference to Peru, he empha-
sized the unnecessary friction arising out of the passport
system.

The advice did not go unheeded. 1In fact, Benavides
had built several new hotels facing the ocean along the
newly constructed Pan-American highway. Within a matter of
weeks the Peruvian authorities took steps to ameliorate incon-
veniences to foreigners entering Peru. Steinhardt assured
the Department in Washington that visitors "would be treated
in the future with more consideration, particularly in respect
of the immediate return of their passports and a less rigor-
ous examination of their baggage.“31 He was confident that
members of the Peruvian Government who had "the vision to

appreciate what an increased tourist movement could mean to

31Steinhardt to Hull, December 7, 1937, Department

of State Archives, 823.111,/100.
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Peru," would correct the situation. An American newspaper
correspondent soon noted a changed Peruvian attitude:

Lunch and siesta hours of the custom inspectors

are being staggered nowadays so that no one is

kept waiting; examination of baggage is much

more casual than it used to be; interpreters

have been assigned to all posts where they might

be needed, and everything is being done to make

the visitor feel at home.32

A trade agreement between Peru and the United States

as contemplated by Steinhardt would stimulate the Peruvian
economy even more than increased tourism. In Steinhardt's
mind a third party stood, however, as an insuperable impedi-
ment to the success of the treaty unless corrective steps be
taken. W. R. Grace and Company, as previously mentioned,
had a virtual monopoly on both freight and passenger movement
between the United States and Peru. As a consequence, the
envoy pointed out, Grace and Company was in a "position to
absorb for itself practically all of the benefits the Depart-
ment desires to accord American agriculture and industry as

the result of a trade agreement."33 Any agreement effecting

the reduction in tariffs or eliminating other impediments to

Chicago Tribune, "Detour" by Frederic Babcock,
March 27, 1938.

33Steinhardt to Hull, November 30, 1937, Department
of State Archives, 611.2331/80.
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trade, he thought, would assist the steamship lines in the
maintenance of present excessive rates or be seized upon as

the basis for further increases. Grace and Company were not

unaware of Steinhardt's thinking; he had personally complained

of what he considered to be excessive charges in transporting
his personal effects, household goods, and automobiles to
Peru. Hull, in accordance with established practice, sub-
mitted Steinhardt's report "confidentially" to the Maritime
Commission.34

Steinhardt did not long delay preliminary talks
concerning the treaty. Immediately after Dr. Carlos Concha
took up his duties as Foreign Minister, the American Ambassa-
dor called at his office. Concha expressed himself as
desirous of negotiating such an agreement but informed the
American that President Benavides "had the last word in such
matters."35 Under the circumstances, Steinhardt suggested
immediate action on the proposed treaty because, as he put
it, the rapidity with which expediency caused changes in

Peru's government policy. "If the contemplated trade

34Foreign Relations of the United States Diplomatic
Papers: 1938 (5 vols., Washington, 1956), V, p. 835. This and

other volumes of the series hereafter cited as Foreign Relations.

351pid., p. 831.
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agreement has not been concluded before a business recession

becomes apparent to the general public, the chances of negoti-
36

ating any such agreement will be materially diminished."
Government revenues, he asserted, which were derived from

both import and export duties, would probably soon commence

to decline.
The Department, nevertheless, desired fundamental

assurances from the Peruvian Government. They would have to

negotiate upon the basis of the unconditional most-favored-

nation principle as applied to all forms of trade and pay-
ment . The Department requested the American statesman to
make it "clear that the acceptance of this basis for negoti-

Ation would involve the removal of any discrimination against
the trade of this country that might exist." It was sug-
gested that Steinhardt might state that the prompt removal

by Peru of any discrimination that then existed would greatly

facil itate the progress of exploratory conversations.

Peru had in the past neither accepted nor practiced

Ehe unconditional most-favored-nation principle. Steinhardt

\

of éteinhardt to Hull, December 3, 1937, Department
State Archives, 611.2331/83.
37Foreign Relations: 1938, V, pp. 832-33.
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thought the required informal assurance of the acceptance
of the principle might constitute an insurmountable barrier.
Dr . Concha, although not opposed to the acceptance of this

basis of negotiation, indicated to Steinhardt that he (Concha)

'"might find himself confronted with practical difficulties
38

arising out of the existing commercial agreement with Chile."
Concha made particular reference to the free entry of Chilean

wheat. Similarly, Steinhardt thought it inexpedient to urge

Concha to take immediate steps toward the removal by Peru

of the discrimination that existed against United States

trade. 1If the Ambassador succeeded in persuading Concha to

take such steps, Steinhardt conjectured that the Foreign

Minister would meet great resistance which might seriously

imperil the successful outcome of the negotiations. "Peru-

Vian mentality, coupled with the psychology of the individuals
Whose cooperation he (Concha) would require, and those most
Affected by such action," the New Deal diplomat suggested,
"Would demand immediate disclosure of the concessions to be

Mmade by the United States in return for the removal of exist-

Mg Qiscriminations. In the absence of Dr. Concha's ability

\

38Ibid., pp 835-38.
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to state just what concessions are to be received from the
United States, his position would be materially weakened . ..."

The existing trade agreement between Peru and Chile

was an impediment in Peruvian-American negotiations. Concha

informed Steinhardt that although Peru might be prepared to
give the informal assurance required by the Department, Peru

des ired to make a reservation in respect of its trade agree-

ment with Chile.39 Secretary of State Hull informed Stein-

hardt that the Department opposed exceptions to the most-
favored-nation principle which were not founded upon such

Special conditions as to permit them to be generally recog-

nized as long standing and legitimate.

The Peruvians delayed negotiations. Concha reported

the peruvian President "jittery" about governmental income
for 1938; that between the financial conservatism of Bena-
Vides and Benjamin Roca, Minister of Finance, it had become
ne"~:essary for him to satisfy them that the budget would not
be Seriously affected by the acceptance of the unconditional
favored-nation clause as a basis for a trade agreement

mMost+
_

39Steinhardt to Hull, January 15, 1938, Department

¥ State Archives, 611.2331/87.

40Foreign Relations: 1938, V, pp. 840-42.
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with the United States.4 He observed that there had been

a substantial loss of revenue to Peru following that country's

treaty with Great Britain in 1936. Steinhardt attempted to

allay the Foreign Minister's fears. He pointed out to Concha

that the desirability of the proposed trade treaty did not

rest solely with import and export duties or other tax
revenues, but that if the general level of the economy of

the country was raised by such agreement, the resultant

greater assurance of political stability, general contentment,

increase in all values, and economic improvement must eventu-

ally be reflected in expanded government revenues. "It is

important to bear in mind," Steinhardt exhorted, "that with

vVery few exceptions, most Peruvian Government officials have

©nly most rudimentary knowledge of economics or finance. The

lack of understanding of the most elementary principles of

taxat jon, trade, and economics of several high officials who
43

re at present gathering data for Dr. Concha is pathetic."

——

*l1pia., pp. 842-43.

42 11i4.

43Steinhardt to Hull, March 11, 1938, Department

(-}
T State Archives, 611.2331,92.



121

The Department suggested that Steinhardt assure Concha with
respect to possible revenue loss through tariff reductions,
that the United States Government would not expect concessions
from Peru which would seriously affect customs revenues.
According to Hull, preliminary analyses indicated that United
States requests of Peru would in a majority of cases probably
be for bindings rather than reductions in import charges.

During the summer 1938, Steinhardt returned to the

United States on annual leave. At the Division of Trade

Agreements, he reiterated his belief that Peru would negoti-
ate upon the basis of the unconditional most-favored-nation

clause but with exceptions in the case of trade between that

country and Chile.45 At the same time he reported that Presi-

dent Benavides had indicated a strong personal interest in
"havwing something done" for Peruvian silver and cotton.

Silwrer, he was told, was a question for the Treasury Depart-
ment ; the possibility of providing a separate classification

for peruvian cotton involved our trade relations and a pos-

Sible trade agreement with Egypt. All parties agreed that

the peed to provide relief for Peruvian sugar was more

—_

44Foreign Relations: 1938, V, p. 844.

*31bid., pp. 844-845.
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important than "doing something" for either silver or cotton.

They reaffirmed the desire to negotiate a trade agreement

with Peru.
In Steinhardt's absence the Peruvians became increas-

ingly circuitous. Concha informed the American Chargé Louis

G. Dreyfus, Jr. "that Chile was putting a great deal of pres-

sure on Peru; that she bought 120,000 tons of Peruvian sugar
each year (against 50,000 by the United States) and that she

had suggested some kind of clearing or compensating arrange-

" Peru had rejected any such plan, Concha declared,

ment . . .
"if Chile stopped buying from them, it would mean a com-

but
If only the

mercial and possibly a social crisis in Peru."

United States could purchase 200,000, or even 100,000 tons
©f sugar each year, he lamented, Peru "would be relieved of
the AQependence on the Chilean market, and hence the necessity
©f granting special concessions to the most-favored-nation

CIause. "46

Without prior notice, the Peruvians suddenly increased
their exceptions to the most-favored-nation principle. After

QonSulting with his advisory committee, Concha asked that

\

46Ibid. , pp. 852-53.
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all countries contiguous to Peru be excepted from the opera-
tion of the most-favored-nation clause.47 Challenged on the
demand, the Minister naively explained "that it was his
policy to ask for the maximum concessions even if it should
develop later that they could not be obtained." Steinhardt
upon his return to Peru questioned the Minister about the
turn-about; the Peruvian had only a smile to offer.48 There-
upon Concha assured the American Ambassador that Peru would
insist on only the Chilean exception to the clause.

The Peruvians were puzzled about American insistance
on limiting exceptions to be granted Chile. The Peruvian
Foreign Minister noted that Chilean industrial products were,
to use his expression, "mostly junk" and in that sense not
competitive with American products on either a basis of
quality or price. He insisted that a general exception in
the case of Chile would not have the slightest effect on
American exports to Peru. Steinhardt was inclined to agree.

In answer to Concha's question, Steinhardt told him that the

471pid., pp. 855-56.

48Steinhardt to Hull, November 9, 1938, Department
of State Archives, 611.2331/119.
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Department's position was based "on principle rather than on
fear of Chilean competition"; as the result of the large
number of trade agreements already negotiated by the United
States, certain set principles and policies had been estab-
lished from which the Department could not deviate, excepting
to a limited extent in the face of the most urgent consider-
ations. The Ambassador asserted that "the Department's
position regarding most-favored-nation treatment had not
and was not being advanced as a bargaining position, but
had for its foundation the principles and policies on which
the entire trade agreement program of the United States
rested.49

Chilean reaction continued to plague American-Peru-
vian negotiations. Concha reasserted his claim that the
entire Peruvian sugar industry would be thrown into a state
of chaos were Chilean purchases of Peruvian sugar to be dis-
continued or materially reduced, with disastrous consequences
to the extensive employment in the sugar growing districts.
Steinhardt thereupon asked the Minister for a memorandum of
the exceptions, including sugar, which Peru would desire in

the case of Chile. Concha stated that this could not be done

49Foreign Relations: 1938, V, pp. 864-67.




125

for he did not know what Chilean demands would be from time
to time; that Chile as part of its threat had been keeping
the Peruvian-Chilean demands on a year-to-year basis but

had now reduced this basis to six months. Therefore, the
Foreign Minister concluded, it was impossible for him to
anticipate the demands which would be made by Chileans from
time to time for concessions by Peru in consideration of the
continued acceptance of Peruvian sugar.50 Steinhardt thought
Concha "rather convincing" and was satisfied by the Minister's
sincerity.

Preparations for the Eighth Pan-American Conference
disrupted Peruvian-American trade agreement negotiations.
Once put aside, negotiations drifted into oblivion. Ambas-
sador Steinhardt, soon to leave Peru, never again seriously
took up the problems connected with the agreement. He left
the task of bringing them to fruition to another day and
another diplomat.51

Steinhardt did resolve, however, a couple of minor

economic problems existing between the two countries. The

501pia.

51A trade agreement was eventually effected between

the United States and Peru on May 7, 1942.
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United Aircraft and the Electric Boat Company, United States
corporations, had sold in the 1920's military equipment to the
Leguiva regime. As previously mentioned, the Peruvian Govern-
ment in 1931, in response to the financial depression suspended
payment, the American companies accepting the moratorium.
After the period of the moratorium had expired and the Peru-
vian economy had improved, the American companies requested
a resumption of payment. The Peruvian Congress in 1933 in-
cluded in its budget a sum to pay off the debt; even so, the
companies received nothing. It was not until 1938, through
the efforts of Ambassador Steinhardt that the Peruvian Govern-
ment decided to satisfy the claims.

The American Ambassador in Peru concerned himself
with problems other than those involved in economic relations.
The Benavides Government was a dictatorial regime leaning
toward fascism and unconcerned about being a Good Neighbor.
As Minister to Spain in the Cerro Government, Benavides de-

clared that "the people can be saved only by men identified

52Whitaker, America to the South, p. 39; see also

Henry R. Sutphen to Steinhardt, Mayll, 1938, Steinhardt MSS;
Sutphen to Laurence Duggan, June 16, 1938, Department of State
Archives 123 Steinhardt 178.
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with Fascist doctrines."53 For a time, especially during the
Leticia trouble,54 Benavides courted the United States "but
angered by our apparent partiality toward Colombia, he later
let out several loud blasts against American tariffs and loan
retirement terms."55 Even though his displeasure with the
United States diminished in time, he remained very much under
the thumbs of the fascists. Steinhardt as Ambassador was
charged with the responsibility of preventing further fascist
expansion, and if possible, bringing Peru into a hemispheric
alliance. He was to obtain for the United States, in a sense,
the good will of that Latin American country.

Through no fault of his own, he received at the be-

ginning what in his mind was a setback. In January, 1938,

53Beals, The Coming Struggle for Latin America, p. 101.

54The Leticia controversy was a territorial dispute

between Peru and Colombia concerning the "Leticia trapezium,"

a 4,000-square-mile enclave of almost impenetrable and unde-
veloped jungle land. On May 24, 1934, the Protocol of Peace,
Friendship, and Cooperation was signed by the plenipotentiaries
of Colombia and Peru, ending the Leticia incident. See J.
Lloyd Mecham, The United States and Inter-American Security,
1889-1960 (Austin, Texas: University of Texas Press, 1961),

pp. 159-166.

55Beals, The Coming Struggle for Latin America, p. 44.
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Fortune Magazine published an article unfriendly to the

Benavides regime.56 It came at a time when the contract for
the Naval Mission was to be submitted to President Benavides,
United Aircraft was to receive a settlement to its seven

year old claim, negotiations for the proposed trade agreement
were to be discussed, Peruvian cooperation was being sought
to help solve the problem arising under the International
Sugar Agreement, and lastly, the Peruvian Government had

just recently announced their intent to nominate Secretary
Cordell Hull for the Nobel Peace Prize.57 The article set
off a furor in Peru; few were more infuriated than Ambassador
Steinhardt. 1In his opinion "the article did great disservice

to the United States."58

The magazine, he thought, had "little
consideration for the position of the United States abroad,

its vast investments and commercial interests, and the efforts
of its representatives to obtain for the United States the

good will of the country to which they are accredited . . . ."

He did not argue against the content of the article which

56"South America II: Peru," Fortune Magazine,
XVII (January, 1938).

57Steinhardt to Hull, January 6, 1938, Department of
State Archives, 811.91223/42.

581pi4.
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was a fairly accurate description of the country; in fact,

he may have agreed with it. However, with various negotiations

at a precipitous stage, he was well aware that Benavides might

grasp ;t any straw to break them off. The Peruvian dictator,

if of the mind, would not differentiate between official

government and private opinion. As a pragmatist, Steinhardt

had to deal with the government as it existed; the Benavides

Government was such that it had to be "treated with kid gloves."
Steinhardt alerted himself to the printed word.

However, in Peru the envoy confronted a press different from

any he had previously encountered. The problems involved

in converting an anti-American press to one with a pro-Ameri-

can bias were far different from the Swedish situation. 1In

" Peru the newspapers, operated by political rivals, were

dictatorially operated and rigidly censored. Coupled with

the internal political intrigue was the international battle

of the press being played in Peru: fascist against anti-

fascist, communist against anti-communist, Italian-German

against Anglo-French-American forces. The largest daily

newspaper in Lima, El1 Comercio, was decidedly pro-fascist.
Of the foreign presses none were more influential than

"Agencia Italia." Competition between two American news
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gathering rivals, United Press and Associated Press, accord-
ing to Steinhardt, diminished rather than enhanced American
prestige in Peru.

Fascist influence pervaded other sectors of Peruvian
affairs. While the Italians supposedly enjoyed sufficient
influence with President Benavides to select cabinet officials,60
it was rumored that a German Economic Mission advised the
Peruvian Government on taxes, budget affairs, and foreign
debts.61 Italians operated and controlled tha country's
largest and most important banking entity. 1Italian officers
directed Peru's civil guard and police force. The Peruvian
Air corps received instructions from an Italian Air Mission;
in turn, Peruvian pilots flew Italian-made planes. Italian
money built a Peruvian airdrome and airplane factory. When
the gold-braided Benavides stepped out on official business,

he was usually accompanied "on the one hand by the Italian

59Steinhardt to Hull, February 19, 1938, 811.91223/46;
Steinhardt to Hull, March 11, 1938, 811.91/48 both in the
Department of State Archives; see also Steinhardt to Laurence
-Duggan, May 6, 1938, Steinhardt MSS.

60Steinhardt to Hull, June 12, 1937, Department of
State Archives, 723.65/4.

61Open letter to Steinhardt, no date, 1938, Stein-
hardt MSS.
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minister; on the other hand, by the Japanese minister."62

It pleased Steinhardt to announce that a contract
to provide a naval mission to Peru had been awarded to the
United States. He requested that the Department of State
in Washington promptly inform the Embassy on the conclusion
of the contract "so it could arrange for adequate publicity."63
He thought it would permit him to offset, to some extent,
Italian propaganda. This would, he thought, "stand out in
sharp contrast with the extensive publicity which was care-
fully arranged by the Italian Legation with the Lima news-
papers on the occasion when the Italian police mission and
subsequently the Italian aviation mission were announced."

That same year Italian prestige suffered another
setback. 1In a Peruvian contract for the purchase of air-
planes, the United States won the bulk of the order. As
part of the agreement, the Navy Department agreed to cooper-
ate in the inspection of the planes. The War Department,
however, declared that it was contrary to its policy to use

government personnel for this purpose. Later, the Department

62Beals, The Coming Struggle for Latin America, p. 44.

63Steinhardt to Hull, January 17, 1938, Department

of State Archives, 823.30/224.
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changed its position to allow inspection, and then shifted
again disallowing it. President Benavides complained to
Steinhardt; Steinhardt complained to the Department of State:

There is a sharp contrast between what the Italian
Government is prepared to do, and is doing, for
Peruvian aviation, and the attitude of our War
Department. If we are to hold our own in Peru and
throughout Latin America against the totalitarian
states, we would be well advised to talk less on
the air and in the newspapers about fascist progress
in this hemisphere to the detriment of our trade
interests and political philosophy and show more
signs of prompt cooperation by the War and Navy
Departments with the State Department than has
thus far been exhibited in the present case.64

The oscillation of the War Department came at a time when
Benavides, according to Steinhardt, "might now be described
as anti-Japanese, anti-German, pro-Italian, and leaning more
and more towards the United States."65 The view, as will be
shown later, did not square with the facts. Nevertheless,
the situation increased the Ambassador's anxiety. In the end

the War Department saw fit to allow government personnel to

proceed with the inspection.

64Steinhardt to Hull, November 21, 1938, Department

of State Archives, 823.248/164.
65Steinhardt to Hull, Novermber 16, 1938, Department
of state Archives, 823.248/170.
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Of all the contending political forces in Peru,
none was more disconcerting than the Aprista. Steinhardt
thought the line separating Aprista and Communist ideals
as very finely drawn.66 "The general objectives seem to
be the same," he stated, "but Aprism tends to confine its
objectives to Latin America, and to the most part to Peru,
whereas Communism directs its energies towards the whole
world." This was a puerile view. The Aprista movement,
or Aprismo, found its early origins in Latin American pro-
test literature of the nineteenth and early twentieth
century.67 It came formally into existence following World
War I as the outgrowth of student unrest in Lima. Workers
supported the strike; the alliance between worker and stu-
dent became the basis of the Peruvian Aprista movement.68
Led by Haya de la Torre, the Apristas viewed Peru as a class
state employed by exploiters to dominate and oppress the

masses. Peru, with little industrialization, had no

66Steinhardt to Hull, March 26, 1938, Department
of State Archives, 823.00B/107.

67william S. Stokes, Latin American Politics
(New York: Thomas Y. Crowell Co., 1959), pp. 282-285.

68Kantor, The Ideology and Program of the Peru-
vian Aprista Movement, pp. 7-8.
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proletariat in the Communist sense. An indigenous Peruvian
political party, Aprismo opposed Yankee imperialism, appealed
for Latin American political unity, advocated the nationali-
zation of land and industry, favored the internationalization
of the Panama Canal, and pleaded for solidarity with all
peoples and all oppressed classes.69 Even though Aprismo

was influenced strongly by Marxism, more than "a finely
drawn line" separated Aprism and Communism. Harry Kantor,
who has written the standard work on Aprismo says that

", . . Aprismo or Marxian-Aprismo is a combination of Marxian
socialism and the reality of America."70 In addition, there
is evidence that Haya de la Torre was impressed with what he
saw in Nazi Germany and took from Nazism such ideas as hier-
archy, the power to command, the authority of the leader,
marching ranks, and the salute.71

It was true, as Steinhardt observed, that the Peruvian

oligarchy, whether in the government or oppositional, saw

69Stokes, Latin American Politics, pp. 282-85.

70Kantor, The Ideology and Program of the Peruvian
Aprista Movement, p. 29.

71Stokes, Latin American Politics, pp. 282-285.
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Aprism as Communist inspired. Peruvian leaders generally
made no distinctions between the terms: communist, bolshe-
vist, red, socialist, and Aprista. To further discredit
Haya de la Torre the Benavides regime fostered the untrue
belief that the Third International, Russia, and right-wing
political opponents gave both orders and money to the
Apristas.72 The American Ambassador found no evidence to
support the charge. He observed that the Peruvian Govern-
ment intentionally tried to substitute the word "communism"
for "aprism." The Government in October, 1936, held in
accordance with the constitutional provision prohibiting
members of international political organizations from
holding office in Peru, that APRA was barred from any parti-
cipation in the elections. In the same year, when a Haya
de la Torre-backed candidate was clearly elected with but
eighty precent of the ballots counted, Benavides stopped
the counting and declared the election illegal. The spirit

of Aprismo, notwithstanding, remained very much alive.73

72Steinhardt to Hull, March 26, 1938, Department of

State Archives, 823.00B/107; Steinhardt to Hull, December 31,
1938, Department of State Archives, 823.00/1328.

73Steinhardt to Hull, March 8, 1938, Department of
State Archives, 823.00/1301.



136

Its existence in the midst of the Peruvian political tur-
moil added confusion to the democracies' struggle with the
fascists. Had the American Ambassador more affinity to
the lower classes and their social problems, it is probable
that he would not have been so confused by Aprismo. The
United States could scarcely have intervened on behalf of
Aprism; even Haya de la Torre would not have welcomed such
intervention.74 Even so, as American Ambassador to Peru,
Steinhardt should have better understood such an important
movement.

Japanese in Peru were also troublesome. The most
serious charge against the Japanese immigrants in Peru
was that they constituted a state within a state, a self-
continuing group of unassimilable and permanent aliens.
Japenese men rarely consorted or married Peruvian women;
instead they had brides brought from Japan. Their children
were purely Japanese in blood, went to Japanese school
where they were inculcated with Japanese culture, racial
pride, and reverence for the Emperor. A chief concern of

the Peruvians was the Japanese control exercised over the

74Whitaker, Americas to the South, p. 31l.
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small businesses of Lima: cafes, bakeries, restaurants,
barber shops. grocery stores, and jewelry stores. Ninety
percent of the Huaral Valley was in Japanese hands and
they were also getting possession of the Chancay Valley,
one of the principal cotton regions of Peru. Peruvian
leaders were disturbed by Japanese military and naval
actions in China; they wondered what would happen if the
Japanese Admiralty decided Peru offered a good field for
Japanese expansion.75 Although the Rome-Berlin Axis re-
ceived the most attention for its subversive activity in
South America, Japan was the chief propagandist in Peru.76
Japanese settlement in Peru had historical antece-
dents. Peru had a long tradition of close relationships
with the Orient. The country was at the American end of
the China trade through much of the Spanish colonial period.
All during the independence period Peru traded heavily with
Japan. The long dangerous trip around the Straits of

Magellan made Peru's access to Europe difficult. Not

75Steinhardt to Hull, January 31, 1938, Department
of State Archives, 894.20223/35.

76Steinhardt to Hull, December 2, 1938, Department of
State Archives, 800.20210/203.
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until the Panama Canal was opened in 1914 did she come close
to European markets and influence. Nevertheless, friendly
relations with Japan continued. The low cost of products
permitted the Japanese to tap markets never before reached
by European or American goods. Much of the animosity toward
the Japanese, both within and outside Peru, stemmed from
their ability to undersell competitors. Arriving as poor
immigrants, the Japanese did not remain underprivileged.
Competent, industrious, frugal, loyal to each other, as a
rule they rose rapidly.77

The rise of fascism in South America aroused much hys-
teria. Many Americans considered every Japanese merchant,
barber, and fisherman a spy for the Imperial Government.
Such was not the case. No doubt Japan employed, along with
other nations, spies in Latin America. Nevertheless, the
bulk of the Japanese in Peru were honest, hardworking indi-
viduals. They were, like Japanese-Americans in World War II,
the victims of international machinations over which they

exercised little or no control. 1In the 1930's they were the

victims of the international trade war:; increasing trade

77Beals, The Coming Struggle for Latin America, pp. 14-44.
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meant increasing emigration, financial penetration, and
political influence. Trade could not be disassociated from
political pressure and dogmas. Not only did the world powers
actively promote trade at all costs, but they tried to create
friendly governments inbued with similar economic and politi-
cal philosophy. Fascists employed economic penetration and
trade manipulation in the hope of eventual political domina-
tion. Even so, there is no evidence to support the charge
that Japanese residents in Peru actively supported the grandi-
ose achemes of the Tokyo Warlords.

By the time winter 1938 arrived, Austria, Czechoslovakia,
Spain, and China had fallen victims to the irresponsible
might of the fascist aggressors. It was apparent at least
by then that the fascists had no intentions to confine their
activities to Europe and Asia. The struggle had already been
extended to South America; there, by use of typical totalitar-
ian practices, the Axis hoped to "soften up" and "condition"
American States for eventual political domination.

President Roosevelt was one of the first to recognize
the impending danger. On October 5, 1937, in Chicago, Roose-
velt warned that if aggression triumphed elsewhere in the

world, America could expect no mercy and, in a striking phrase
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which immediately caught the attention of the world, proposed

a "quarantine" of the war contagion. Later, on the occasion

of Pan-American Day (April 14, 1938), he urged upon the nations
of the Western Hemisphere the necessity of strengthening their
collective will if their "good fortune was to continue."78
Steinhardt in Lima echoed the President's sentiments. 1In a
radio broadcast, the New Deal diplomat urged the American na-
tions to present a united front against 0ld World "predatory
forces" seeking "new or lost fields to conquer."

Amidst political turmoil and fascist propaganda,
Peruvian authorities prepared for the Eighth Pan-American
Conference to commence in Lima on December 9, 1938. The
Peruvian Government spared no effort to crown the Conference
with success; they beautified public buildings and parks,
rushed to completion many new buildings, and urged the citi-
zens of Lima to cooperate by repairing and painting their
homes. Officials had the city festooned with flags

and bunting during the period of the Conference.80 What

78New York Times, April 15, 1938.

791pia.

80Steinhardt to Hull, November 5, 1938, Department

of State Archives, 710.H/171.
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Steinhardt failed to report was the fact that along the flag
bedecked streets of Lima, those most in evidence, next to
the flag of Peru, were the banners of Germany, Italy, and
Japan.81 The secretary on arriving in Peru must have been
shocked to have been greeted by the swastika and rising sun.
It is also evident that Benavides had not become "anti-Ger-
man and anti-Japanese" as had been previously claimed by the
American Ambassador.

It was rumored in Lima that the Apristas contemplated
disturbances at the time of the opening of the Conference.
Such Aprista disturbances, Steinhardt surmised, would be
for the purpose of attracting attention to their cause and
impressing visiting delegates with the repressive measures
that would be necessary for the Government to take in order
to preserve public order.82 Such disturbances, he continued,
would "do the Apristas' cause a great deal more harm than
good." He thought that Peruvian authorities would deal sum-

marily with the disturbances and, in such a way, that visiting

81Mecham, The United States and Inter-American

Security, 1889-1960, p. 139.

stteinhardt to Hull, November 30, 1938, Department
of State Archives, 823.00/1322.
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delegates would not even know that such disturbances took
place. The authorities, he determined, would unquestionably
exercise press censorship to see that no reference to any
bomb explosion would appear in Peruvian newspapers. Though
the Lima Conference passed off without great demonstrations
threatened by the Apristas, they were not completely ignored.
A telegram of protest (dated December 24) was addressed to
Benavides by five ex-Presidents of South American Republics
making a plea for amnesty toward political prisoners.83
The protest accomplished nothing. Notwithstanding, the
Aprista movement, according to Steinhardt, continued "to
seethe and to be a real, though apparently remote, threat
against public order."

As host to the American delegation, Steinhardt
moved quietly but unobtrusively in his preparations. Dis-
appointed that President Roosevelt would not attend the Con-

ference,84 the American Ambassador ordered pictures of the

83Steinhardt to Hull, December 31, 1938, Department

of State Archives, 823.00/1328.

84Roosevelt attended the Seventh Pan-American Con-
ference held in Buenos Aires in 1936; he did not want to
start a precedent of having the President of the United
States open every Pan-American Conference, thus, he declined
the offer to attend the Lima Conference. See Steinhardt to
Major Robert E. Cummings, July 1, 1938, Steinhardt MSS.
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President and Secretary Hull; the latter as head of the
American delegation was also to be the ranking United States
official. On the eve of the convention, in an international
broadcast, Steinhardt assured his listeners "that in spite
of propaganda to the contrary, Latin-American countries are
friendly to the United States."85

The fascists moved to subvert the Conference. Fas-
cist agents arrived on nearly every plane and ship. They
circulated among groups of delegates, handshaking and say-
ing a few words in favor of totalitarianism as against demo-
cracy wherever opportunity afforded. They arged that Latin-
American countries needed a stonger system of government
to control or prevent frequent political uprisings and a
strong man with a strong hand was the only solution.86 Fas-
cists spread reports that the United States sought a mili-
tary alliance in the hope that when such an alliance did
not materialize that it be construed as a defeat for the
United States.

Fascist charges that the United States desired a

military alliance was not without basis. Mecham states that

5New York Times, December 7, 1938.

86Washington Post, December 7, 1938.
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"the American delegation had originally favored an outright
mutual defense pact, but when Hull realized that there was
too much opposition to put this through, he hastened to
sponsor a strong resolution proclaiming the common disposi-
tion of the American republics to defend their liberties
and independence on all fronts against non-American aggres-
sors."87 Hull, the author writes, later denied that he ever
favored a political or military alliance at Lima, although
a military alliance was desired, the Secretary said, by
some of the Latin-American delegations.

It was not easy for the assembled American dele-
gations to demonstrate enough solidarity to give pause to
potential foreign aggressors when a group of South American
nations, headed by Argentina, did not share the alarm of the
United States concerning the immediacy of the Nazi-Fascist
menace. Argentina remained unalterably opposed to a formal
pact because of her attachment to a traditional policy of
no entangling engagements. Jose Cantilo, Argentine Foreign

Minister, stated his belief in "continental solidarity, but

87Mecham, The United States and Inter-American
Solidarity, 1889-1960, p. 141.
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individual policy."88 In spite of overwhelming opinion among
the delegates for unification of ideals and efforts, Cantilo
reminded them that European markets were important to River
Plate countries, and that those interests had to be considered
in their international policies; that European immigration
and capital had developed their resources; that Spanish blood
and religion, French culture, and even Italy and Germany con-
tributed to important aspects of America's evolution.89 Other
delegates considered United States alarm over the fascists'
penetration as a "smoke screen" to increase Yankee imperial-
ism by driving the Europeans out.

The Eighth International Conference of American
States met in Lima from December 9-27. It was unique in
several respects: it was the shortest in the history of the
Pan-American movement; it negotiated not a single treaty nor
convention, although it approved 112 declarations, resolu-
tions, recommendations, and agreements; the assemblage met
in the Peruvian Legislative Chamber from which the national

deputies had been ejected by the Peruvian dictator.

88:pid., p. 140.

89 1pia.
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Steinhardt, as United States Ambassador to Peru and
delegate to the Conference, played only a minor role in the
actual proceedings. The pressing problem at Peru was that
presented by the activities of the Axis nations. There was,
according to Mecham, "neither time nor disposition to take
up the subject of the improvement and coordination of the
inter-American peace instruments."90 With the possibility
of acrimonious debate arising from discussions on lesser
problems, Secretary Hull frowned on anything that in his
opinion would "rock the boat." Steinhardt served on two
committees: the committee on Civil and Political Rights
for Women; and as reporter for the subcommittee, Inter-Amer-
icanCommunications. The Ambassador's presence on the latter
Committee is readily apparent in its report to the Confer-
ence.91 Among other recommendations, the Committee pro-
posed "that the governments consider the reduction or elimi-
nation of barriers to increase tourist travel" and urged the

Pan-American states to adopt measures designed to encourage

such travel.

9OIbid.. p. 147.

91Report of the Delegation of the United States of
America to the Eighth International Conference of American
States (Washington; Government Printing Office, 1941), p. 24.
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No individual American, South or North, received the
publicity and limelight that followed Cordell Hull. As the
ranking official and head delegate from the hemisphere's
leading power, it was as it should have been. Not even Alf
Landon, Republican presidential candidate in 1936 and a "good
will" delegate to the Conference, aroused much attention in
comparison. In truth, it was the Judge's show.

Hull was neither complacent nor blind to the objec-
tions surrounding the proposed mutual defense pact. Foreign
Minister Cantilo of Argentina declared that such a pact
pointed too directly at the totalitarian states; he was fear-
ful it would give them offense. Cantilo proposed instead an
affirmation of common allegiance to American ideals and a
determination to consult at the threat of menace from any
source (which would include the United States). Since Argen-
tina stood adamant, and since the conference could not afford
to split over the issue and thus exhibit a lack of solidarity
before the Axis, "twenty nations bowed to the demands of
one.“92 Argentina's devitalized proposal, called the "Declar-

ation of Lima," was adopted.

2Mecham, The United States and Inter-American Soli-
darity, 1889-1960, p. 142.




148

The Declaration was the most significant achievement
of the Lima Conference. It can be divided into two parts:
an affirmation of solidarity, and a declaration of purpose
for supporting it. In somewhat extravagant terms the princi-
ples upon which American solidarity was established were
enumerated: spiritual unity through republican institutions,
unshakable will for peace, sentiments of humanity and toler-
ance, absolute adherence to international law, equal sover-
eignty of states, and individual liberty without religious
or racial prejudices. In enumerating and affirming these
principles, it might be construed as a challenge to the
totalitarian regimes. The Conference announced to the world
that henceforth the American republics agreed to defend their
independence "against all foreign intervention" whenever
"acts of any nature" might menace their peace, security, and
territorial integrity.93 Fresh from his "victory" at Munich,
Hitler was flatly informed that he could expect no such
appeasement in the Americas.

The fact that the Declaration of Lima was not a for-
mal convention,as was the Consultation Pact of Buenos Aires

in 1936, was so noteworthy that it elicited comment from Hull.

93Washington Post, December 25, 1938.
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He emphasized the wisdom of incorporating agreements in
declarations rather than treaties "when the matters dealt
with are of general character and of political nature."94
The real reason, as pointed out by Mecham and not mentioned
by Hull, "was the dilatoriness on the part of Latin-American
governments in ratifying treaties."95 For example, when the
Lima Conference convened the Buenos Aires Consultation Pact
had not yet been ratified by four countries. Because of the
rapidly gathering war clouds over Europe, it was thought ex-
pedient to resort to a declaration, less binding than a
treaty, in order to anticipate the expected crisis.

Hull appraised the Declaration of Lima as a great
advance over previous Pan-American agreements, for according
to the Secretary it provided for joint action not only against
a military assault but also against the underground infiltra-
tion methods pursued by the Axis. Henceforward, the defense

of the Western Hemisphere became the joint responsibility of

all American republics.96 Despite the fact that the

4Department of State, Press Release, December 27, 1938.

5Mecham, The United States and Inter-American Secur-
ity, 1889-1960, p. 145.

96Hull, The Memoirs of Cordell Hull, p. 608.




150

Declaration of Lima made much of common action, it was
weakened by the announcement that the governments of the
American republics would act in their individual capacity,
recognizing fully their juridical equality as sovereign
states. They were, therefore, bound to nothing more

than to consult, a rather far cry from defensive alliances
and mutual security pacts.97 Nor did the Declaration
"Pan-Americanize" the Monroe Doctrine, as has been held
by some authorities. Dr. Leo S. Rowe, director-general

of the Pan-American Union, declared that "the Conference
transformed the Monroe Doctrine into a continental doc-
trine." Charles G. Fenwick held that we took the Mon-

roe Doctrine, a unilateral declaration by the United
States and a cornerstone of our foreign policy for 115
years, and converted it "from a unilateral into a multi-
lateral policy."98 Dexter Perkins, the American authority
on the Monroe Doctrine is willing to concede only that

the Lima Declaration marked a step "toward international

97Mecham, The United States and Inter-American
Security, 1889-1960, p. 145.

8Charles G. Fenwick, "Lima Conference in Relation
to World Peace," The Annals of the American Academy of
Political Science, Vol. 204, (July, 1939), pp. 119-121.
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action in the defense of the principles of 1823."99 Although

the Declaration and the provision for the consultative meet-
ings of the foreign ministers evidently proved their worth
during World War II, it is doubtful whether it deserved all
the praise bestowed upon it by some writers.

The Conference was the pinnacle of Ambassador Stein-
hardt's tour of duty in Peru. 1In spite of the apparent in-
significant role he played in the parley, his efforts as
host to the American delegation were not unappreciated nor
completely unnoticed.lOO That he went out of his way to
provide the delegation with assistance, hospitality, and
physical comfort is not doubted. One such example of his
thoughtfulness was the "old-fashioned Christmas dinner"
provided by the American Embassy in which the guest list
included "everyone from the Secretary of State to the

101

humblest night working code clerk." Furthermore, the

Conference afforded Hull a first-hand opportunity to size

9Dexter Perkins, A History of the Monroe Doctrine
(Little, Brown and Company, 1963), p. 353.
100Alexander V. Dye to Steinhardt, December 30, 1938,
Steinhardt MSS.

101

New York Times, December 26, 1938.
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up the New Deal diplomat. That Steinhardt made a favor-
able impression is without question.

Aside from the Conference, Steinhardt had reason
to believe his Ambassadorial stay in Peru a success. True,
the same dictatorial regime headed by Oscar Benavides still
exercised absolute control over the country. Though Stein-
hardt desired to impress others by playing down fascist in-
fluence, there is no doubt that the Axis were still very
active in Peru. Yet, no matter how distasteful the Ameri-
can Ambassador found the Peruvian Government, it was not
his responsibility to alter or change it; least of all, to
overthrow it. On the contrary, at least in the latter
stages of Roosevelt's Good Neighbor Policy, it was consid-
ered ill-advised to meddle in the internal affairs of a
Latin American country. (The Mexican decision in March,
1938, to nationalize the o0il industry and expropriate the
property of the large foreign companies, is an example of
such restraint.) Aside from Steinhardt's depreciation of
fascist influence in Peru, the fact remains that the United
States had made inroads. The United States continued to
dominate Peruvian trade; German gains were largely at the

expense of the British and not America. 1In the first half
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of 1938, the United States' share of Peruvian exports was
thirty-six percent as compared to Germany's twenty percent.
This, in spite of the fact that Peru found natural markets
in Europe; it remained a truism that to sell one must buy.
The Ambassador used his influence to facilitate the selec-
tion of an American Naval Mission and persuaded the Peru-
vian Government to renew payments to the United Aircraft
and the Electric Boat Company; other American missions
sought the same thing but had failed. The better rela-
tions he had established with the Benavides regime were
also responsible, no doubt, for the fact that Peru pur-
chased a number of American planes after Benavides had
already drafted a contract with the Italian Government.
American prestige in Peru had been elevated in
other respects. The Peruvian Government selected Ameri-
can scientists for its Department of Public Health, awarded
contracts for important governmental buildings to American
architects, and hired American instructors to stimulate
athletics in Peru. 1In addition, Steinhardt was instru-
mental in the formation of a cultural society known as the

"Institute Cultural Peruano-Norteamericano" (Peruvian-
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American Cultural Society).102 Though its chief objects
were educational and cultural, it offset, in part, influ-
ence of the Peruvian-German, Peruvian-Italian, Peruvian-
Japanese, and Peruvian-British Societies. One bit of un-
finished business was the proposed Peruvian-American
trade agreement which continued to linger.

The emergency confronting Roosevelt's Good Neigh-
bor Policy in the years 1937 and 1938 was the fascist in-
vasion of the Western Hemisphere. 1In a sense, everything
else was of secondary importance. If battling fascism
was the primary function of the Steinhardt mission to
Peru, the Ambassador's presence there was meaningful. Even
though Nazis and Black Shirts were still very much in
evidence, America, through Steinhardt, noticeably cut into
fascist influence. This, in spite of the fact that Bena-
vides, as Peruvian dictator, favored authoritarian govern-
ment of the fascist type. Fascist ideas were much more
welcomed by the Peruvian Government than any unpleasant
prattle about democracy. Under these circumstances, the

mission must be judged.

102Whitaker, Americas to the South, p. 43.
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Although fascism was the immediate problem in Peru,
America in the long range faced other Peruvian difficulties.
Certainly the Peruvians would not forever be satisfied with
their "colonial" status; the seething poverty-stricken masses
would not always be content with foreign expropriation of the
country's riches. The popularity of the Aprista movement was
built on éuch discontent. As a man of wealth and high posi-
tion, Steinhardt made no effort to understand the social
problems confronting the country to which he was assigned.
In reporting on Aprista activity he never bothered to diag-
nose its source of strength. He was not a person of large
social consciousness and was, consequently, unable to see
the inherent problems besetting the country. It is correct,
however, that for the next several years following the Stein-
hardt mission, the United States was in no position to aid
in the solution of Peru's internal problems. Even so, when
the United States found itself in the situation of rendering
help, the Department of State should have found reports on
Peru's internal problems in the late thirties invaluable.

Having stayed on through the Lima Conference, Stein-
hardt had fulfilled his pledge made to President Roosevelt.

The Ambassadorial post in Lima had afforded Steinhardt the



156

opportunity of serving the President's Good Neighbor policy
and another phase of New Deal foreign policy. The fascists
were in 1939 moving the world closer to disaster. The Ad-
ministration would be able to use Steinhardt's experience
in battling fascism in the larger arena of international
affairs.

In early 1939 Steinhardt's mind turned to politics.
Soon to enter the final two years of his second term, Roose-
velt had not yet indicated that he would seek a third term.
As a Roosevelt political appointee, and a Roosevelt-democrat
by his own admission, Steinhardt must have recognized that
his future rode heavily on the whims of politics. It was
also clear to him that either a Republican or anti-Roosevelt
Democratic victory in the 1940 presidential sweepstakes
would cut him adrift and force him to fall back on his New
York law practice as a base for future political activity.
He must have concluded that what he needed most at this
juncture was an appointment to an important diplomatic po-
sition. As holder of such a post it was possible that he
would be catapulted into the limelight along with New Deal
diplomats Joseph Kennedy, William Bullitt, and Joseph Davies.

It was worth a try.



Chapter 4

IN MOSCOW FROM THE SIGNING OF THE NAZI-
SOVIET PACT THROUGH THE RUSSO-FINNISH

WINTER WAR

The world depression of the 1930's grievously
affected every capitalistic country of the world. Among
the few beneficiaries of the economic wreckage were sundry
fascist leaders. Fascism had already, in 1922 under the
leadership of Benito Mussolini, conquered Italy. In Ger-
many on January 30, 1933, Adolf Hitler became Reichs Chan-
cellor and proceeded in six months to do what Mussolini had
taken three years to accomplish: the suppression of all
parties, the creation of a totalitarian dictatorship, and
the restoration of prosperity through public spending on
armaments in preparation for wars of conquests to come.
Frightened industrialists and aristocrats supported by
insecure and neurotic masses of the lower middle class
hypnotically followed the Pied Pipers of despotism to the
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brink of disaster and beyond. The warlords of Japan effected,
more slowly, a like transfer of power in Tokyo. Similar
groups flourished in Austria, Hungary, the Balkans, Spain,
France, and elsewhere.

In America the collapse of the stock market ended
inflationary prosperity through stock speculation and install-
ment buying. Franklin D. Roosevelt in 1933 assumed the presi-
dency of an ill-fed, ill-clad country with thirteen million
unemployed. The richest country of the world was reduced to
beggary. From the beginning the New Deal was confronted with
the spectre of fascism abroad while attempting to solve a
desperate economic situation at home.

As a partial solution to the domestic economic situ-
ation, many American businessmen, hopeful of recovering lost
foreign markets, advocated the recognition of Soviet Russia.
Since 1917 the Washington government had consistently refused
to accord diplomatic recognition to the Moscow regime, chiefly
because the Communist government refused to honor the debt
of the earlier regfﬁe to the United States, confiscated Amer-
ican-owned property, denied religious freedom to Americans
in the USSR, and waged covert warfare against American insti-

tutions through the Comintern and its branch in the United
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States. Heartened by the shift of depression sentiment,
Roosevelt began to investigate the possibilities of renewed
relations with Russia.

'

International circumstances in 1933 made both Russia
and the United States more amenable to a diplomatic agree-
ment. 1In that year the Soviet Union feared a Japanese attack
against the Maritime Province, and the Soviet authorities
now wanted American friendship and the right to purchase
supplies on credit in the United States. Sharing the Krem-
lin's fear of Japan's aggressive intentions, Roosevelt, per-
haps with no illusions about the nature of the Communist
system nor the lure of a trade boom, desired that the Soviet
Union serve as a buffer to Japanese and Nazi expansion.

The rise of fascism and the advent of the New Deal,
coupled with mutual Soviet-American anxiety over Japan, con-
tributed to Washington's belated recognition of the USSR.
After long discussions, unhappily lacking in precision,
texts of accord were issued on November 16, 1933. 1In return
for American recognition, the Soviet Union agreed to abstain
from carrying on propaganda activity in the United States,
to guarantee religious freedom and fair trials to Americans

in the USSR, and to negotiate a settlement of the Czarist
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debts to the United States. President Roosevelt and Com-
missar Josef Stalin agreed to exchange ambassadors and
expressed the hope that the diplomatic exchange would lead
to cooperation for mutual benefit and for preservation of
the peace of the world.

The President's action won wide support. However,
subsequent events disappointed advocates of recognition.
By 1936 it was apparent that benefits anticipated from
the Soviet—American agreement would not materialize. There
was no substantial increase in trade, the Russians did not
noticeably curb their propaganda, nor was their cooperation
against the rising tide of fascism, equally menacing to the
Soviet Union and America. Under the circumstances the Admin-
istration abandoned efforts to collect the old Czarist debts.
Likewise it discontinued all outward attempts to drag the
Russian bear into the family of nations governed by interna-
tional law.1

Shift in Administration attitude toward the Soviet

Union followed on the heels of William Bullitt's mission to

1Personal interview with Loy Henderson, Washington,
D. C., February 9, 1967.
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Moscow. Bullitt had been a popular choice as America's
first ambassador to the Soviet Union; considered pro-Rus-
sian, he had unstintingly advocated American recognition.
Protracted dealings with Kremlin leaders cooled his ardor.
Vain and self-confident, Bullitt proved unable to compro-
mise the debt claims and reduce Comintern activities. Sen-
sitive to his own inability to bring the Soviet to terms,
Bullitt on leaving Russia was hurt, disillusioned and
bitter. Transferred in 1936 to Paris as American Ambas-
sador, Bullitt became a leading spokesman for the Anti-
Communists.2

American relations with Russia as determined by
President Roosevelt, henceforth, would be "correct but
cool." The only specific instructions given Joseph E.
Davies, Bullitt's replacement in Moscow, was to negotiate
the annual renewal of the trade treaty and to size up the

position of the Soviet Union as a military power. He was

2William W. Kaufmann, "Two American Ambassadors:
Bullitt and Kennedy," in The Diplomats, ed. by Gordon A.
Craig and Felix Gilbert (Princeton, New Jersey: Princeton
University Press, 1953), pp. 666-71. See also Gordon Wright,
"Ambassador Bullitt and the Fall of France," World Politics,
vol. X (October, 1957); William E. Dodd, Jr. and Martha
Dodd (eds.), Ambassador Dodd's Diary (New York: Harcourt,
Brace, and Co., 1941), p. 242.
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to report his impressions of Russia's military, economic,
and political strength; in a sense he was to be the Admin-
istration's eyes and ears in the Soviet Union.3 However,
his mistake was to use rose-colored glasses. Unlike Bul-
litt, America's second ambassador to the Soviet Union saw
little but virtue in the Communist regime. Contrariwise,
when Davies left Moscow for the Brussels post, he continued
championing the Soviet cause. Critics have suggested that
Davies was naive, gullible, and unperceiving.4 In the end
he was right on some things but for "the wrong reasons."
American-Soviet relations reached their nadir in
years 1938-1939. Simultaneously nervous war-jitters per-
vaded European capitals. As Hitler put the finishing touches
on his war machine, British, French, and German diplomats
fought each other for a Russian alliance. In spite of the
situation's urgency, the Roosevelt Administration had no

ready successor for the Moscow post when Davies vacated it

3Joseph E. Davies, Mission to Moscow (New York:
Simon and Schuster, 1941), pp. 5-6.

4Richard H. Ullman, "The Davies Mission and the
United States-Soviet relations, 1937-1941," World Politics,
'Russia Blasted Hitler's Spy Machine," American Magazine,
CXXXIII, no. 6 (December, 1941).
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in June, 1938. Davies suggested that the appointment "be
tendered to a man of the successful business or banking
type who would be characterized not only by a familiarity
with industrial and business problems but who was also
known to be liberal in his political ideology, although
not swayed by a communistic or extreme leftist attitude
.. .."5 Mentioned as a possible successor of Davies at
Moscow was Floyd B. Odlum, president of the Atlas Corpor-
ation, a contributor to President Roosevelt's 1936 cam-
paign and an avowed New Dealer.6 Apparently Odlum found
it inconsistent with his personal business interests to
accept. Thus unable to come up with a fresh, rich, free-
to-travel Democrat, circumstances forced Secretary Hull
to dip into his own bag of tried and trusted diplomats.
The Eighth Pan-American Conference at Lima had
enabled Hull to better size-up the diplomat Steinhardt.
He liked what he saw. Speaking of Steinhardt, Hull stated
in his Memoirs: "His record was so creditable that I later
suggested to the President that he be transferred to the

higher and more responsible post at Moscow, to which Mr.

FR: Soviet Union, 1933-1939, p. 598.

6Washington Star, December 12, 1937.
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Roosevelt agreed. I always found Steinhardt to be alert
and very efficient as a diplomatic reporter, especially
during perilous times."7 No doubt Steinhardt was pleased
when his name was sent on March 5, 1939, to the Senate for
confirmation. After nearly six years service in the De-
partment he was finally assigned to a really important
post.

The fact that President Roosevelt permitted the
Moscow post to remain vacant for ten months caused fre-
quent conjectures as to whether there was a coolness in
relations between the two countries. The Department of
State denied any frigid attitude on its part. It never-
theless appeared that the leisurely posture that was
adopted reflected a feeling that little could be accom-
plished diplomatically. The New York Times thought the
Administration had selected the right diplomat to dimin-
ish any coolness that existed.8 In speaking of Stein-
hardt, the newspaper stated: "His liberal views commend
him to the Soviet Foreign Office. He is a skillful and

friendly conciliator."

7Hull, The Memoirs of Cordell Hull, pp. 603-04.

8New York Times, March 6, 1939.
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Across the ocean, however, the Voelkischer Beobachter

thundered its disapproval of the nomination. The German
newspaper reported that the selection of Steinhardt threw
"a revealing light on American diplomacy," indicating that
anyone giving financial support to the presidential candi-
dates in the United States could expect an ambassadorship.9
The paper characterized Steinhardt and his two predecessors
in the Soviet Union, Bullitt and Davies, as rich Jews re-
warded for their support of President Roosevelt while pro-
fessional diplomats received lesser posts. It is true
that in sending Steinhardt to the Soviet Union, Roosevelt
continued his practice of sending political appointees to
Moscow. However, neither Bullitt nor Davies were Jews,
nor is there any indication that Steinhardt's religion was
a factor in his selection. Curiously, Stalin on May 3, 1939,
removed Maxim Litvinov, a Jew, as Soviet Foreign Commissar.
It is generally accepted that Stalin's action presaged
Soviet determination to align itself with the German Reich.
The two affairs appear distinctly isolated from one another.
Leaving his Peruvian post, Steinhardt enjoyed a

dawdling ‘trip back home. Remarking that he had seen little

9New York Times, April 24, 1939.
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of South America during his stay in Lima, he requested and
received permission to return the long way around Cape
Horn and up the eastern seaboard. Inasmuch as the trip

and time were at Steinhardt's personal expense, the Depart-
ment considered it a saving. It would keep him off the
payroll that much longer. There was no urgency in getting
him to the Soviet Union.

In Washington Steinhardt spent considerable time
preparing himself for his tour of duty in Moscow. Briefed
by the Department on various Russian individuals and their
characteristics, Steinhardt remarked that he would "have
some mighty interesting but extremely difficult nuts to
crack."lo The assignment, he was told, would require con-
siderable energy but results would be more than likely
negligible. He would face the challenge. 1In his mind,
Moscow was "becoming more and more the pivotal post"; the
role the Russians were destined to play during the next
few years, both in Europe and the Orient, could hardly be
over-estimated. Looking forward to his new assignment,
Steinhardt thought the experience unique and something he

would remember the rest of his life.

10Steinhardt to William Cochran, June 23, 1939,

Steinhardt MSS.
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Among those with whom Steinhardt conferred at the
Department was Loy Henderson, Assistant Chief of European
Affairs. Henderson had been Chargé d'Affaires at Moscow
under both Bullitt and Davies. He arranged that Stein-
hardt meet his Russian counterpart, Soviet Ambassador to
the United States Constantine Oumansky, at the Soviet
pavillion at the New York World's Fair. The two Ambas-
sadors exchanged pleasantries and expressed views. Later,
scratching his head, Oumansky informed Henderson that he
(Oumansky) was puzzled by Steinhardt, he did not know
what to make of him. Relaying the report of Oumansky's
perplexity on to Steinhardt, Henderson, noting the new
Ambassador's apparent pleasure, was informed that it was
his (Steinhardt's) desire to keep the Russians guessing
and off-balance.ll

Steinhardt was already formulating an over-all
policy in dealing with Soviet authorities. More than
likely it originated with Henderson. Having been involved
in American-Soviet affairs during the 1920's when rela-

tions between the two countries were virtually non-existent,

lPersonal interview with Loy Henderson, Washington,
D. C., February 9, 1967.
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Henderson was an old Russian hand. From his experiences

he had concluded that the Russians, unlike other civil-
ized people, were not influenced by social amenities;

they looked upon foreign concessions as signs of weakness.
The Russians were, in his thinking, pragmatic Oriental
horse~-traders--something for something, nothing for
nothing. Steinhardt convinced himself that the Russians
would receive no concession without their paying an equiva-
lent price, that every Russian abuse would be met with
similar treatment. It was a "tit-for-tat" policy.

Even before embarking for the Soviet Union,
Steinhardt inquired about living conditions in Moscow.
Having just shipped his household goods and personal effects
from Peru, it would require some time before they arrived
in Moscow. In spite of the sparseness of furnishings in
Spaso House, the Ambassador's residence in Moscow, he was
informed that even if he had to "camp out there a bit at
first," it would be preferable to any of the Moscow hotels.12

His correspondent also recommended that he fill his "key

household positions" with non-Russians. Steinhardt, in

12Stuart E. Grummon to Steinhardt, June 15, 1939,

Steinhardt MSS.
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turn requested the Department to assign a Naval radio oper-
ator to the Moscow Embassy.13 It was his view that the
Embassy in Moscow in the event of a European war "would
unquestionably be more or less cut off from the Department
... " If war broke out, he continued, Poland was likely
to be the seat of the conflict, at least during the early
stages. He thought that the whole Baltic area would be
more than likely involved, at least during the early
stages, and that the Ukraine and Romania would almost
certainly be implicated, "for obvious reasons--princi-
pally the necessity for the Germans to obtain oil."
Meantime, the world in the summer of 1939 edged
closer to global disaster. 1In Asia, Japan, having vio-
lated Chinese neutrality in 1937, not only drove deeper
the forces of Chiang Kai-shek but moved southward toward
Indochina, the Philippines, and Dutch West Indies threat-
ening French, Dutch, British, and American territory. 1In
Europe, Hitler destroyed what remained of Czechoslovakia;
Mussolini added Albania to the Italian empire. At the same
time, theFuehrer directed a "war of nerves" against Poland

demanding that she surrender the city of Danzig to Germany.

13Steinhardt to Loy Henderson, July 5, 1939, Stein-
hardt MSS.
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These last acts of violence forced Britain and
France to reverse their policy of appeasing Hitler. 1In
the spring they had guaranteed aid to Poland if Hitler
attacked; two weeks later they made a similar pledge to
Greece and Albania. The two Allies tried to bolster
their guarantee to Poland with an alliance with the
Soviet Union. The Soviets, notwithstanding the fact that
they had been ignored at Munich, had offered the Euro-
pean democracies a defensive treaty against Hitler.
British and French negotiations with the Russians proved
indecisive because Poland, Romania, and the Baltic States
feared Russia as much as they did Germany. Distrust-
ing the European democracies, the Russians opened parallel
negotiations with the Germans.

The world situation alarmed President Roosevelt.
He requested Hitler and Mussolini to demonstrate their
oft-repeated desire for peace by giving thirty-one nations
in Europe and the Middle East guarantees against attack
for at least ten years; Mussolini did not reply, and Hitler
denied any aggressive intentions. In view of the situation
Roosevelt continued asking for repeal of the neutrality

law of 1937 so that we could make American arms available
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to friendly nations. (A new law repealing the arms embargo
did not become law until November 4, 1939.)

Reports reaching President Roosevelt from European
capitals in late July, 1939, indicated that the crisis
between Poland and Germany would probably come to a head
within a month or six weeks.14 Steinhardt had already left
for Moscow. Enroute he stopped in Paris where he undoubt-
edly received further encouragement from Ambassador Bullitt
to take a "hard line" with the Soviets. Meantime the Pres-
ident decided to throw his personal influence on the scales.
He hoped to forestall a Nazi-Soviet agreement. He began
by reviewing the situation with Ambassador Oumansky who
was preparing to leave for Moscow. Roosevelt requested
the Ambassador to tell Stalin that if the Russians joined
up with Hitler it would be to no avail--that once the Ger-
mans conquered France, they would then turn on the Soviet
Union. The substance of these remarks was at once sent
by Sumner Welles to Steinhardt who had just arrived in

Moscow. The message was cabled to Paris and from there

14William L. Langer and S. Everett Gleason, The

Challenge to Isolation (New York: Harper and Brothers
Publishers, 1952), pp. 161-62.
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taken by special courier, Second Secretary in the United
States Embassy Douglas MacArthur II, to Moscow in order
to obviate any chance of interception.

Before receiving these instructions, Ambassador
Steinhardt had already paid a visit to Vyacheslav Molotov,
Soviet Foreign Commissar (August 10) and had presented
his credentials to President Mikhail Kalinin (August 1l1).
These high officials of the Kremlin had by this time
received a telegraph from Oumansky and therefore, were
prepared. Some importance may thus be attached to the
lengthy remarks of Kalinin, unusual on such occasion.

The Soviet President spoke frankly and cordially, but
about the Far Eastern situation rather than the European
circumstances.15 Steinhardt obtained the impression that
the Kremlin felt secure in Europe; "they thoroughly
appreciate the fact that Germany cannot attack Russia
without inevitably involving Poland or Romania, or pro-
bably both. They seem to feel that they are assured of
Anglo-French military assistance in the event of a world

war and appear to be disposed on this front and await

15Foreign Relations: The Soviet Union, 1933-1939,
pp. 775-79.
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further developments." Steinhardt thought that any influ-
ence the American Government desired to bring to bear

could be best accomplished by expressing a greater interest
in the issues of the Far East than Europe.

Steinhardt on August 16 presented Roosevelt's
letter to Molotov. The letter stated that the American
President was looking at the world situation in an objec-
tive manner, that "if war were now to break out in Europe
and the Far East and were the Axis powers to gain a victory,
the position of both the United States and the Soviet Union
would inevitably be immediately and materially affected
thereby."16 The president suggested that if a satisfactory
agreement among the Europeans could be reached, it would
prove to have an effect in the interest of world peace,
in the maintenance of which, of course, the United States
as well as the Soviet Union had a fundamental interest.

Steinhardt was far too shrewd to think he had the

key to Soviet policy.17 In his report he made careful

16Sumner Welles to Steinhardt, August 4, 1939,
Steinhardt MSS.

7Langer and Gleason, The Challenge to Isolation,
pp. 162-164.
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reservations on this score, but ventured the opinion that
the Soviet authorities were genuinely desirous that
peace should be preserved and particularly anxious to
avoid being drawn into any European conflict, at least
in the beginning, if only because of internal problems
and difficulties. Under the circumstances, Steinhardt
averred, their guiding principle was to assure nonviolation
of their frontiers. The Soviets were deliberately carry-
ing on negotiations with the French and British on the
one hand and the Germans on the other, he asserted, in
the hope of thereby avoiding the outbreak of war before
the beginning of October; that with this object in view
they intentionally dragged out the negotiations with the
hope of finding Japan in a weaker position by spring, 1940,
and the British and French rearmament progressed to the
point where they no longer had need to fear Germany.
Steinhardt thought the Soviet point of view not

only readily understandable but also thoroughly sound. He
wrote the Department:

While circumstances may force the Soviets into

a military alliance with Britain and France at

any moment, it seems to me that unless there

is a material change in the present situation
between now and the first of October, the Soviets
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while keeping the negotiations alive and hold-

ing them over Hitler's head as a threat, will

not enter into any more far-reaching agreement

during the next six weeks than circumstances

necessitate. They will probably be disposed

to keep the negotiations alive as a threat

against Hitler and thus avert war this fall,

for there is nothing that the Soviets desire

more than to avoid being in a European war at

this time.l8
In Steinhardt's opinion the Soviet authorities were playing
"a very shrewd game in international politics, that from
the point of view of their interests they are playing the
game intelligently and successfully, . . ." So shrewd was
the Russian game played that even Steinhardt was taken off-
balance when on August 23, 1939, Kremlin leaders signed
the Nazi-Soviet Pact.

Why was Steinhardt fooled? According to Hull, the
prospect of a German-Russian pact had long been in the
minds of those at the Department.19 They gave due signifi-
cance to the replacement of Litvinov by Molotov; "the former

was known as an apostle of cooperation with the Western Demo-

cracies and as anti-Hitler, the latter was believed much less

18Foreign Relations: The Soviet Union, 1933-1939,
pp. 778-79.

19

Hull, Memoirs of Cordell Hull, pp. 655-56.
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favorably disposed toward the democracies." The Depart-
ment knew, the Secretary claimed, of the many difficulties
the British and the French experienced in their negotia-
tions for an alliance with the Soviet Union. It can be
assumed that Steinhardt was instructed concerning these
developments. So too can it be assumed that he was instruc-
ted in regard to Soviet preoccupation with Far Eastern
affairs. Mutual Russo-American uneasiness over Japan's
aggressive intentions had been a major consideration in
the United States' belated recognition of the Soviet
Union. Ambassador Bullitt while serving in Russia under-
scored this anxiety vis-a-vis Japan.20 There were also
those in the Department who were convinced that Soviet
diplomacy committed itself to the duo-policy of involv-
ing the United States in war with Japan in Asia while
entangling France and Britain in a European war with
Germany.21 Remaining neutral, the Soviet Union, so

those Kremlinologists believed, was to be free to "grab

territory" in both the East and West. Supposing that

20Foreign Relations: The Soviet Union, 1933-1939,
p. 227.

1Personal interview with Loy Henderson, Washington,
D. C., February 9, 1967.
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Steinhardt was instructed concerning Soviet-Japanese rela-
tions, his talks with Kalinin did not lessen his belief
that Soviet fears lay in the East rather than in the West.
Apparently he knew that Franco-British negotiations
were floundering. Steinhardt sent a series of cables to
the Department concerning negotiations between Berlin and
Moscow. He reported that steady progress could be noted;
that he had every reason to believe that the Soviet Union
had not informed the French and British of these conversa-
tions.22 In view of this, why did the Ambassador believe,
as stated earlier, that "circumstances may force the Sov-
iets into a military alliance with Britain and France at
any moment?" 1In reality, circumstances suggested that the
Soviet Union would make every effort to remain neutral. A
pragmatist himself, Steinhardt should have recognized that
the political realists in the Kremlin held the Wwinning
hand. The only explanation appears to be his faith in
Roosevelt's power to convince the Kremlin leaders that he
(Roosevelt) knew the best policy for Russia to follow.

Roosevelt's letter pointed out to the Soviets his belief

22Hu11, Memoirs of Cordell Hull, p. 656.




178

that Germany was the potential enemy for all. 1Its logic
seemingly convinced Steinhardt; it failed to do likewise
with the Russians. However, while the ink dried on the
Nazi-Soviet pact, Russian policymakers could content them-
selves with the idea that their country could remain neu-
tral while Germany, France, and Britain bled each other
white in a repeat performance of World War I. The one
thing that Kremlin leaders failed to perceive in the
summer of 1939 was the speed and destruction of the Ger-
man Wehrmacht. The Nazi-Soviet pact was a calculated
risk.

Of lesser importance than the diplomatic problems
greeting Steinhardt in Russia were the tasks of settling
himself and family at Spaso House and adjusting to life
in the Soviet Union. He discovered life in the Russian
capital both difficult and trying. This, in spite of
the fact that he found "a great improvement in Moscow"
since his abbreviated visit in 1934 while Minister to
Sweden.23 The people, he thought, were better clothed

and food better distributed. There had been, he suggested,

23Steinhardt to Loy Henderson, August 11, 1939,
Steinhardt MSS.
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a substantial improvement in building and construction.
Nevertheless, he found food prices exhorbitant.24 Due
to the large numbers of servants necessary to maintain
the Embassy and in order to reduce expenses, he set two
meals: one for the Russian servants, the other for the
Ambassador's table. Even so, Steinhardt thought he fed
the Russians better than they were accustomed; American
food at the cheapest price and worst quality was better,
he said, than that sold locally "at any price."

More importantly, Steinhardt thought diplomats
confronted incredible difficulties in Moscow. Soviet
authorities throughout the diplomatic colony, he com-
plained, opened mail, tapped phones, and bugged Embassies.2
With a sense of humor, he reported that OGPU agents fol-
lowed each Ambassador "at such propingquity that I had
to suggest to one of them a few days ago in having my
photograph taken.for a carnet that only my photograph
was desired." Living conditions, he thought, were

"frightfully hard," contact with the Russians virtually

24Steinhardt to Loy Henderson, August 11, 1939,
Steinhardt MSS.

25Steinhardt to John W. Browning, August 22, 1939,
Steinhardt MSS.
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forbidden, and the authorities anything but obliging
towards foreigners including diplomats.26 At the Em-
bassy, he worked fifteen hour days, seven days a week.
But he was encouraged with his staff; taken as a whole,
he said, it was "by far the most intelligent, able,
cooperative, and personally agreeable staff" that he
had known in the Service.27

It was the affairs of a staff member that af-
forded Steinhardt his first opportunity to put the
"tit-for-tat" policy to a test. Dr. Walter G. Nelson,
Public Health Surgeon attached to the Moscow Embassy,
prepared to leave the Soviet Union. Soviet authorities,
however, refused to inspect his household goods, medi-
cal supplies, and instruments at the Doctor's apart-
ment but insisted that the examination take place in
a Moscow custom house.28 The procedure would have

inconvenienced Dr. Nelson; it piqued Steinhardt.

26Steinhardt to Charles S. Guggenheimer, September
15, 1939, Steinhardt MSS.

2
7Steinhardt to Loy Henderson, August 11, 1939,
Steinhardt MSS.

28Foreign Relations: Soviet Union, 1933-1939,
pp. 845-46.
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Circumstances afforded the New Deal diplomat an
opportunity to retaliate. First, the Red Army Choir and
Ensemble had recently left the Soviet Union for the
United States in order to appear at the New York World's
Fair.29 Hull suggested that steps could be taken by
American customs to inconvenience their entry.30 Secondly,
the Soviet steamer Kim, without a proper bill as recently
required (August 15) by Canal authorities, approached the
Panama Canal. The Soviet Foreign Office had requested
that the Kim, in spite of its deficiency, be allowed to
pass;31 Steinhardt informed the Russians that no action
regarding the Kim would be taken until proper treatment
was accorded Dr. Nelson. Steinhardt had no special
interest in Dr. Nelson; his interest stemmed from his
desire to improve the treatment of his entire staff.

The Department in Washington backed the American
Ambassador. Hull was agreeable to either alternative.

Henderson at the European desk thought the Department

291pid., p. 8a4.

30Ibid., p. 846.

311pid., p. 846-54.
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had to back Steinhardt "to the full."32 Otherwise, he stated,
the Embassy was almost certain to be more harrassed by Soviet
customs and other authorities in the future than it had been
in the past. Steinhardt agreed. Notwithstanding, the repeated
courtesies extended by the Embassy and the Department to the
Soviet authorities during past years, he said, "the deliberate
refusal of the Soviet authorities to reciprocate or to extend
even common courtesies to the Embassy and the members of its
staff persists ... ."33 He suggested that Dr. Nelson be per-
mitted to remain in Moscow until the matter was settled.
Otherwise, he thought the Embassy would be deprived of the
argument that the delay in furnishing a customs official con-
stituted a hindrance to the performance of the duties of the
Embassy.34 The "tit-for-tat" policy received its first divi-
dends. The Soviet Foreign Office informed Steinhardt that as
an exception not to be taken as precedent, a customs in-

spector was being sent to Dr. Nelson's apartment.

321bid- ’ pp- 847_50.

331pid., pp. 850-52.

34Ibid., p. 852.

35Ibid., p. 854.
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Steinhardt thereupon requested that the Kim be permitted
to proceed and the usual custom facilities be accorded
the Red Army troupe.

However, Steinhardt was in no mood to allow
things to rest. The Soviet Foreign Office requested the

issuance of a diplomatic visa and laissez-passer to

Dmitri Zaikine, Soviet Vice Counsul at New York, and his
wife, Klavdia, bearers of diplomatic passports. Stein-
hardt informed the Soviet authorities that the laissez-
passer would be issued the Zaikines provided Soviet

laissez-passer were henceforth issued American Consular

officers and their families.36 The Department of State
fully supported his view. Reasoning that American
customs treatment was granted on the basis of reciproc-
ity,37 the Collector of Customs at New York was advised
to search the baggage of the Vice Counsul and his wife.
Ambassador Oumansky in Washington complained. He argued
that the Soviet treatment of Americans had nothing to do

with treatment of Russians in the United States; that in

361bid- ’ ppo 857—'58.
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the Soviet Union, Americans were treated in accordance
with the most-favored-nation principle and the United
States should apply the same doctrine.38 Neither the
Department nor Steinhardt, however, would budge. Presi-
dent Roosevelt supported both; he stated, ". . . I
think we should match every Soviet annoyance by a sim-
ilar annoyance here against them. When it comes to

the larger questions of downright rudeness on the part
of Stalin, Kalinin, or Molotov we cannot afford to
repay such rudeness with equivalent rudeness over here.
But I am inclined to think that the day may come soon when
it will be advisable to bring the situation of the
direct attention of Oumansky."39 However, authorities
in the Soviet Union were unwilling to loosen their
control over foreigners in their country; an exception
could not be made for America. A draw was the best
Steinhardt was able to gain from this round of the
"tit-for-tat" policy. Nonetheless he had gained sup-
port for the policy from both the Department and the

President.

381pia., pp. 862-64.
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Meantime, Hitler's Wehrmacht in September had
rolled eastward across the Polish plains and cannon thun-
dered across Europe. With the contents of the Nazi-Soviet
pact unknown to the world, few people knew what to expect
from the Russians. Even Soviet militarists were caught
off-guard; not expecting a German advance of the rapid-
ity which actually occurred, the Russians were neither
eager nor ready to move. On its march into Poland, the
Red Army was ignorant of its final destination; many of
its ranks were under the impression that they were on
their way to fight the Germans.40 Possessing no more
information on the contents of the pact than any other
American, Steinhardt doubted that the Soviet Union had
committed itself to military operations against Poland.41
The pact recognized, he speculated, certain areas in
Eastern Europe as vital to the interests of the Soviet

Union which Germany would refrain from entering. "It is

my opinion," the Ambassador stated, "that the Soviet

40David J. Dallin, Soviet Russia's Foreign Policy,
(New Haven: Yale University Press, 1942), p. 73.

41Steinhardt to Hull, September 1, 1939, Depart-
ment of State Archives, 761.6211/158.
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Union will pursue an opportunistic policy based entirely
upon the developments arising out of any conflict in
Eastern Europe."

The Department of State closely watched the devel-
opments. Hull suspected that the Soviet Union "would
invade Poland so as to obtain her share of that country,
and to keep Hitler's legions from approaching too close
to Russia."42 On September 17 Steinhardt cabled from
Moscow the text of a note from Foreign Commissar Molo-
tov announcing that Soviet troops had entered East
Poland to protect the lives and property of the popula-
tion of the western Ukraine and western White Russia
in the absence of any Polish government, and that both
Poland and the Polish Government ceased to exist. It
added that the Soviet Union would pursue a policy of
neutrality in its relations with the United States.43
Late in September, Joachim von Ribbentrop, German Foreign
Minister, went to Moscow for the purpose of ironing-out

difficulties that had arisen between Germany and the

42Hull, Memoirs of Cordell Hull, p. 685.
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Soviet Union. The two countries agreed to a treaty of
friendship supplemented by a separate boundary protocol
providing for the exchange of German and Russian nation-
alists; a provision not to tolerate any Polish agitation
concerning territory occupied by the other; and, a secret
protocol which provided for the exchange of territory.
Ribbentrop’ and Molotov announced the demarcation of
their new frontier in Poland, and in a joint statement
on behalf of their governments declared that their defin-
itive settlement of the Polish question had created a
basis for an end to the war between Germany and the
Western Powers.44 Britain and France, by this time,
were too far committed to turn back.

The United States could have construed the Rus-
sian invasion of Poland as an act of war. Roosevelt
and Hull chose not to include the Soviet Union in the
application of the Neutrality Act. To do so, they
reasoned, would place her on the same belligerent

footing as Germany and "might thrust her further into

44Dallin, Soviet Russia's Foreign Policy, p. 130.
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Hitler's arms.45 They felt, the Secretary asserted,
that Russia and Germany would not become full allies,
and that the Fuehrer had not abandoned his ambitions
with Russia. When the Soviet Union moved troops into
the Baltic States, Hull looked upon it as a movement
to outline new strategic borders. Russia, according
to Hull, was evidently seeking to increase her pro-
tection against foreign nations; but an estimate of
the military situation disproved that it could be

the Allies.46 Hull remained unconvinced of a lasting
Nazi-Soviet friendship.

Both France and Britain were reluctant to
declare war against the Soviet Union. They thought
that the more effective measures against the Soviet
Union which would be made possible by a state of war
would be more than offset by the danger of precipi-
tating complete military and economic cooperation

. 47 .
between Germany and Russia. Steinhardt reported a

45Hull, Memoirs of Cordell Hull, p. 685.

461pid., p. 701.

47Steinhardt to Hull, September 17, 1939, Depart-

ment of State Archives, 740.0011 European War 1939/353.
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view already expressed in British and French circles
that "friction has or will shortly arise" between Ger-
many and the Soviet Union.48 Steinhardt not only dis-
agreed with the French and British, but he also dis-
agreed with Hull. He did not believe the Nazi-Soviet
alliance a mere marriage of convenience. Although he
did not believe the Soviets would take an active part
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