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LIST OF PAPERS | 
(Unless otherwise specified, the correspondence is from or fo officials in the Department of State.) 

CHILE 

EFFORTS OF THE DEPARTMENT OF State To Secure EQuitTaBLp TREATMENT 
FOR AMERICAN INTERESTS WiTH Respect to CHILEAN ExcHANGE Restric- 
TIONS 
$v 

Date and Subject Page 

1934 
Jan. 5 | From the Ambassador in Chile (tel.) 1 

(1) Advice of Chilean proposal offering to lift all control or ex- 
change restrictions with reference to American interests in Chile; 
recommendation that proposal be accepted as basis for an agree- 
ment, 

Jan. 6 | To the Ambassador in Chile (tel.) 2 
(7) Request for further information as to scope of proposal. 

Jan. 9 | From the Ambassador in Chile (tel.) 2 
(3) Information as to scope of Chilean proposal. 

Jan. 11 | To the Ambassador in Chile (tel.) 3 
(10) Inquiry as to how proposal will affect treatment accorded 

American interests by the Exchange Control Commission; also 
as to whether similar proposal has been made to the British Gov- 
ernment. 

Jan. 138 | From the Ambassador in Chile (tel.) 4 
(4) Information as to status of Exchange Control Commission 

under terms of Chilean proposal, and of British consideration of 
a similar proposal. 

Jan. 16 | To the Ambassador in Chile (tel.) 5 
(13) Department’s understanding of proposal as regards function- 

ing of Exchange Control Commission in relation to importers of 
American goods. 

Jan. 19 | From the Ambassador in Chile (tel.) 6 
(7) Information confirming Department’s understanding. 

Jan. 25 | To the Ambassador in Chile (tel.) 7 
(14) Instructions to request from Chilean authorities official esti- 

mates of certain exchange totals, and to convey Department’s 
views relative to limitation of accessibility to the free exchange 
market. 

Jan. 27 | From the Ambassador in Chile (tel.) 8 
(11) Advice concerning estimates of exchange availabilities for 1933. 

Feb. 5 | Tothe Ambassador in Chile (tel.) 9 
(18) Instructions to investigate possible Chilean discrimination 

against American locomotive interests (Baldwin Locomotive 
Works). 

Feb. 6 | From the Ambassador in Chile (tel.) 9 
(17) Advice that question has been discussed with representatives of 

the Baldwin Locomotive Works and that an interview with the ! 
Foreign Office has been arranged. ! 

vit



VIII LIST OF PAPERS | 

CHILE 

EFFORTS OF THE DEPARTMENT OF State To SEcuRE EQUITABLE TREATMENT 
FoR AMERICAN InTERESTS WiTH Respect TO CHILEAN ExcHaNncEe Restric- 
trons—Continued 
EEE Ree 

ainber | Subject Page 

1934 
Feb. 8 | From the Ambassador in Chile (tel.) 10 

(18) Discussion with Foreign Minister, who intends to take up 
matter of alleged discrimination with Finance Minister. 

Feb. 8 | Tothe Ambassador in Chile (tel.) 10 
(19) Advice that Chilean Ambassador has been apprised of the 

U. 8. viewpoint on equality of treatment in trade and exchange 
matters. 

Feb. 17 | To the Ambassador in Chile (tel.) 10 
(21) Department’s willingness to accept Chile’s exchange proposal 

for a trial period; enumeration of points to be conveyed to the 
Government as Department’s understanding thereof. 

Feb. 21 | From the Ambassador in Chile 12 
(54) Advice that a memorandum embodying substance of Depart- 

ment’s telegram No. 21, February 17, has been submitted to the 
Foreign Office; summary of comments made on the various points 
by the Minister of Hacienda. 

Feb. 21 | From the Ambassador in Chile (tel.) 15 
(23) Information that both American and German companies have 

submitted bids for sale of locomotives to Chile, but that no deci- 
sion has yet been reached as to which bid will be accepted. 

Mar. 14 | From the Ambassador in Chile 15 
(69) Transmittal of report prepared in the Embassy in regard to the 

frozen credit aspect of the exchange problem. 

Mar. 17 | From the Ambassador in Chile (tel.) 16 
(33) Summary of Foreign Office reply to U.S. memorandum referred 

to in despatch No. 54, February 21. 

Mar. 28 | From the Ambassador in Chile 18 
(77) Memorandum submitted to the Foreign Office on March 27 

(text printed) incorporating revisions of the original U. 8. memo- 
randum; explanation of the revisions. 

Apr. 11 | From the Ambassador in Chile 25 
(86) Report on developments in British-Chilean exchange negotia- 

tions. 

Apr. 25 | To the Ambassador in Chile (tel.) 27 
(35) Inquiry as to interpretation of certain phraseology used in the 

memorandum of March 27. 

Apr. 25 | From the Ambassador in Chile 27 
(95) Report of progress in Chilean liquidation of U.S. frozen credits. 

May 8 | From the Ambassador in Chile (tel.) 28 
(44) Clarification of phraseology as requested in Department’s 

telegram No. 35, April 25. 

May 22 | To the Ambassador in Chile (tel.) 29 
(38) Authorization to formulate a draft agreement with Chile on 

the basis of the March 27 memorandun, and instructions to sub- 
mit a memorandum to the Foreign Office setting forth U. S. 
position on most-favored-nation treatment in the liquidation of 
frozen credits.



LIST OF PAPERS Ix 

CHILE 

EFFORTS OF THE DEPARTMENT OF StitE To Secure EquiTaBLe TREATMENT 
FOR AMERICAN INTERESTS WITH Ru:spEcT TO CHILEAN EXCHANGE REstTRIC- 
TIoNs——Continued 

Date and Subject Page 

1934 
May 24 | From the Ambassador in Chile (tel.) 29 

(46) Willingness of Foreign Office to work out draft agreement; 
its position on most-favored-nation treatment. 

June 1 | To the Ambassador in Chile (tel.) 30 
(41) U.S. refusal to accept Foreign Office position relative to most- 

favored-nation treatment. 

June 2 | From the Ambassador in Chile (tel.) 30 
(50) Belief that Department’s insistence upon the maintenance of 

its position on the frozen credits question will result in termina- 
tion of the present negotiations. 

July 5 | Tothe Ambassador in Chile 31 
(52) Notification of the forthcoming visit to Santiago and certain 

other South American capitals of John H. Williams, economist of 
the Federal Reserve Bank of New York, and of the purpose of 
his mission on foreign exchange problems. 

July 9 | To the Ambassador in Chile (éel.) 32 
(51) Instructions to hold present negotiations in abeyance pending 

an opportunity to discuss the matter with Mr. Williams. 

July 18 | From the Ambassador in Chile 32 
(152) Report on measures taken by the Caja de Previsi6n de Em- 

pleados Particulares to convert dollar accounts, held by American 
depositors, into Chilean pesos at an unsatisfactory rate of ex- 
change; note sent to Foreign Minister dated July 17 (text printed) 
requesting rescission of the Caja’s action. 

Aug. 8 | To the Ambassador in Chile (tel.) 37 
(61) Approval of action taken by the Ambassador in presenting 

note of July 17 to the Foreign Office. 

Aug. 14 | From the Ambassador in Chile 38 
(167) Arrival of Mr. Williams in Santiago, and efforts made to assist 

him in appraisal of the exchange situation; memorandum of a 
conversation between Mr. Williams and the Minister of Hacienda 
(text printed), and memorandum of August 8 prepared by Mr. 
Williams (text printed) setting forth his views and conclusions. 

Aug. 14 | From the Ambassador in Chile 49 
(168) Account of efforts to obtain a suitable reply from Chilean 

authorities to U.S. representations for rescission of the action 
taken by the Caja. 

Oct. 17 | From the Ambassador in Chile 51 
(211) Foreign Office note, October 11 (text printed), setting forth 

terms of settlement offered by Chile for repayment of American 
dollar accounts in the Caja; request for an indication of Depart- 
ment’s attitude. 

Nov. 5 | To the Chargé in Chile (tel.) 53 
(78) Instructions to inform Chilean Government that the United 

States will make no further representations if the proposed 
settlement is effected; also to obtain, if possible, payment of 
interest charges on the deposits for the past 3 years.



x LIST OF PAPERS 

CHILE 

EFFORTS OF THE DEPARTMENT OF STATE To SECURE EQUITABLE TREATMENT 
FOR AMERICAN INTERESTS WITH RESPECT TO CHILEAN EXcHANGE ReEsTRIC- 
tTions—Continued 

Date and Subject Page 

1934 
Nov. 21 | From the Chargé in Chile (tel.) 54 

(108) Advice that arrangements are being completed for repayment 
of American dollar accounts, and that Government plans also 
to remit past interest charges. 

Nov. 23 | To the Chargé in Chile (tel.) 54 
(81) Gratification over Embassy’s success in obtaining more favor- 

able terms for the American interests involved. 

Dec. 4 | From the Chargé in Chile 55 
(240) Information that American depositors have been advised as to 

terms of the settlement and that Chilean officials have indicated 
their willingness to cooperate in expediting payments. 

Protest AGAINST CHILEAN Sates Tax ON Fixep CHARGES AS APPLIED TO THE 
AMERICAN GOVERNMENT AND Its DiPpLOMATIC OFFICERS 

1933 
June 21 | From the Ambassador in Chile 56 
(1487) Information of new Chilean tax law providing for a 2% sales 

tax on all commercial transactions, including those of foreign 
diplomats; request for instructions as to whether tax in general 
should be protested, or whether protest should be limited 
to payment of taxes on fixed charges, such as bills for rent, 
telephone, electricity, etc. 

July 29 | To the Ambassador in Chile (tel.) 57 
(38) Instructions to limit protest to payment of tax on fixed charges. 

Oct. 3 | From the Chargé in Chile 58 
(1551) Foreign Office memorandum dated September 29 (text printed) 

which was sent in reply to an Embassy memorandum protesting 
against U.S. payment of the new tax on fixed charges. 

Dec. 18 | From the Ambassador in Chile 60 
(21) Receipt of inquiry from the Chile Telephone Company relative 

to payment of the sales tax on telephone services rendered the 
Embassy; request for instructions. 

1934 
Jan. 10 | To the Ambassador in Chile 60 

(8) Instructions to call attention of Foreign Office to Department’s 
circular note of October 12, 1932 (text printed) relating to U.S. 
position on tax payments by foreign diplomatic officers. 

July 3 | From the Ambassador in Chile 62 
(137) Advice that Chilean Government is unwilling to waive imposi- 

tion of the tax and attributes its inability to do so to political 
reasons. 

Sept. 26 | From the Ambassador in Chile (tel.) 64 
(92) Request for authorization to settle accounts with electric light, 

telephone, and other companies which are overdue because of 
Embassy’s refusal to pay the 2% tax.



LIST OF PAPERS XI 

CHILE 

Protest AGainst CHILEAN Sates Tax on Fixep Cuarces as APPLIED TO THE 
AMERICAN GOVERNMENT AND Its DipLomatic Orricers—Continued 

Date and Subject Page 

1934 
Oct. 15 | To the Ambassador in Chile (tel.) 64 

(73) Authorization to settle the accounts referred to, and instructions 
to renew protest against the tax. 

Nov. 8 | From the Chargé in Chile 64 
(224) Information that the Foreign Office, in answer to a U.S. note 

protesting against the tax, has definitely refused to take any 
affirmative action. 

COLOMBIA 

NEGOTIATIONS Respecting A New Trapt AGREEMENT BETWEEN THE UNITED 
STATES AND CoLomBIA To REePLacse THE AGREEMENT OF DECEMBER 15, 1933 

1934 
Aug. 28 | To the Chargé in Colombia (tel.) 66 

(55) Information that the United States desires to bring the pro- 
visions of the 1983 trade agreement with Colombia into force 
under the recently enacted Trade Agreements Act; instructions to 
ascertain Colombian attitude as to signature of a new agreement 
and plans for obtaining legislative approval thereof. 

Sept. 1 | From the Chargé in Colombia (tet.) 67 
(69) Colombian willingness to sign a new agreement, and Govern- 

ment’s plans for legislative approval. 

Sept. 22 | To the Chargé in Colombia (tel.) 68 
| (58) Instructions to submit details of the legislative and adminis- 

trative steps at present necessary to put the trade agreement into 
effect in Colombia. 

Sept. 24 | From the Chargé in Colombia (tel.) 69 
(74) Information on legislative procedure in the ratification of 

treaties by Colombia. 

Sept. 25 | From the Chargé in Colombia (tel.) 70 
(78) Foreign Minister’s view that Congress will not adjourn before 

the end of the year. 

Nov. 23 | From the Minister in Colombia (tel.) 70 
(92) Colombian anxiety over reports that the United States will 

propose important changes in the 1933 agreement; belief that 
some indication of U.S. intentions should be given to Colombian 
Government immediately. 

Dec. 1 | To the Minister in Colombia (tel.) 71 
(66) Advice that substance of proposed changes in the agreement 

will be sent within the next few days. 

Dec. 10 | Memorandum of a Conversation Between the Assistant Secretary of | 71 
State and the Colombian Chargé 

Submission to the Chargé of an atde-mémoire (infra) embodying 
U.S. proposed changes in the 1933 agreement. 

Dec. 10 | To the Colombian Embassy 72 
Aide-mémoire explaining changes suggested by United States 

in proposed agreement; draft of agreement (text printed) as it 
would appear if suggested changes were made.



XII LIST OF PAPERS 

COLOMBIA 

NEGOTIATIONS RESPECTING A NEw TRADE AGREEMENT BETWEEN THE UNITED 
StaTEes AND CoLtomB1Aa To REPLACE THE AGREEMENT OF DECEMBER 15, 1933— 
Continued 

Date. and | Subject Page 

1934 ; 
Dec. 10 | To the Minister in Colombia 82 

(106) Transmittal of copy of the aide-mémoire and draft agreement; 
request that an attempt be made to ascertain Colombian re- 
action to U. 8. proposals. 

Dec. 17 | From the Chargé in Colombia (tel.) 82 
(109) Improbability that action will be taken on the commercial 

treaty before termination of the present session of Congress. 

Dec. 26 | To the Chargé in Colombia (tel.) 83 
(72) Inquiry as to whether Colombian reaction to U. 8. proposals 

has been obtained. 

Dec. 26 | From the Chargé in Colombia (tel.) 83 
(112) Information that no serious study of proposals has been made, 

but that Foreign Office Secretary has expressed concern over 
the changes regarding municipal and state taxes, and over 
article 10. 

Dec. 29 | To the Chargé in Colombia (tel.) 83 
(74) Department’s views regarding the changes referred to by the 

Foreign Office Secretary, and instructions to discuss the matter 
further with him. 

Dec. 31 | From the Chargé in Colombia (tel.) 85 
(115) Inquiry as to whether the Colombian Government had ever 

received assurances as to U.S. waiver of the municipal sales tax 
on coffee. 

1935 
Jan. 9 | To the Chargé in Colombia (tel.) 85 

(2) Information that no assurances concerning the coffee tax had 
been given. 

COSTA RICA 

PRELIMINARY Discussions RESPECTING A TRADE AGREEMENT BETWEEN THE 
UNITED STaTEs AND Costa Rica 

1933 
Dec. 18 | From the Minister in Costa Rica (tel.) 86 

(36) Costa Rican desire to negotiate a new commercial treaty with 
the United States as a substitute for the existing treaty ratified 
in 1852. 

1934 
Jan. 4 | To the Minister in Costa Rica 87 

(10) Instructions to take matter up with the Foreign Minister in 
order to ascertain the character of the agreement which his Gov- 
ernment has in mind; outline of Department’s views as to basis 
of proposed agreement. 

Jan. 17 | From the Minister in Costa Rica 88 
(93) Discussions with Costa Rican officials during which Depart- 

ment’s views were set forth. 

July 17 | To the Minister in Costa Rica (tel.) 90 
(28) Instructions to ascertain whether Government is agreeable to 

initiation of exploratory conversations not later than September 1.



LIST OF PAPERS XIII 

COSTA RICA 

PRELIMINARY Discussions Respecrinac A TRADE AGREEMENT BETWEEN THE 
Unitep States anp Costa Rica—Continued 

Date and Subject Page 

1934 
July 18 | From the Minister in Costa Rica (tel.) 90 

(35) Costa Rican agreement with Department as to date for begin- 
ning of conversations. 

Sept. 4 | To the Minister in Costa Rica (tel.) 90 
(35) Inquiry as to whether Government is agreeable to public notice 

being given of U.S. intention to negotiate the new agreement. 

Sept. 6 | From the Minister in Costa Rica (tel.) 91 
(48) Advice that Costa Rica is agreeable to U.S. plan to give public 

notice. 

Sept. 10 | To the Minister in Costa Rica (tel.) 91 
(37) Instructions to inform Foreign Minister that public notice 

was given September 7. 

Sept. 29 | From the Minister in Costa Rica (tel.) 91 
(50) Advice concerning legislative steps necessary to put proposed 

agreement into effect in Costa Rica. 

Dec. 21 | To the Minister in Costa Rica 92 
(120) Information that Department’s Country Committee on Trade 

Agreements, at present preparing a list of concessions to be 
sought from Honduras, will shortly resume and complete dis- 
cussion of Costa Rica, to be followed by Nicaragua and El 
Salvador. 

| (Footnote: The same to El Salvador, Honduras, and Nicaragua.) 

CUBA 

RECOGNITION OF THE PROVISIONAL GOVERNMENT OF CUBA 

1934 
Jan. 6 | To the Personal Representative of the President (tel.) 93 

(5) From Assistant Secretary of State Welles: Conversation with 
Marquez Sterling, Provisional President Grau’s appointee to the 
office of Secretary of State, who stated that he had sent his res- 
ignation from that office to Dr. Grau. 

Jan. 8 | To the Personal Re presentative of the President (tel.) 93 
(6) Advice of pressure being brought to bear on the British Gov- 

ernment for recognition of the Grau San Martin regime in Cuba. 

Jan. 10 | To the Personal Representative of the President (tel.) 94 
(9) From Welles: Information that Mérquez Sterling has with- 

drawn his resignation, that he plans to return to Habana, for the 
purpose of urging Grau to modify his present policy in order to 
secure recognition by the United States and other Republics. 

Jan. 10 | From the Personal Representative of the President (tel.) 95 
(5) Report on situation in Cuba and efforts being made toward 

conciliation of the Grau regime and the opposition groups. 

Jan. 11 | From the Personal Representatvie of the President (tel.) 97 
(7) Conversation with Grau, who indicated the conditions under 

which he stated he would be willing to resign.



XIV LIST OF PAPERS 

CUBA 

RECOGNITION OF THE PROVISIONAL GOVERNMENT OF CuBa—Continued 

Date and Subject Page 

1934 
Jan. 13 | From the Personal Representative of the President (iel.) 97 

(9) Private interview between Sergeant Batista and Mendieta, 
leader of the Union Nacionalista Party, in which the possible 
formation of a new government under the presidency of Mendieta 
was discussed. 

Jan. 14 | From the Personal Representative of the President (tel.) 98 
(12) Mendieta’s willingness to assume the presidency only if he 

knows in advance that the United States will recognize him; 
request for authority to accord the necessary recognition. 

Jan. 14 | From the Personal Representative of the President (tel.) 99 
(14) Opinion that a government headed by Mendieta and supported 

by Batista would represent a majority of the Cuban people. 

Jan. 14 | From the Personal Representative of the President (tel.) 99 
(15) Urgent request for indication as to U. 8. recognition of Men- 

dieta. 

Jan. 14 | From the Personal Representative of the President (tel.) 99 
(16) Advice that it is hoped to include some representation of 

opposition groups in proposed Mendieta Cabinet. 

Jan. 14 | From the Personal Representative of the President (tel.) 99 
(17) For Welles: Receipt of information that all opposition groups 

will accept Mendieta as President. 

Jan. 14 | To the Personal Representative of the President (tel.) 100 
(12) Communication of President’s decision regarding the pledging 

of U.S. recognition to Cuban provisional governments. 

Jan. 15 | From the Personal Representative of the President (tel.) 100 
(20) Indication that the President’s position is understood. 

Jan. 15 | From the Personal Representative of the President (tel.) 100 
(21) Information that an attempt has been in the making to nomi- 

nate Carlos Hevia, present Secretary of Agriculture, as Provi- 
sional President. 

Jan. 15 | From the Personal Representative of the President (tel.) 101 
(22) ' Decision of officers’ junta to support Hevia for the presidency. 

Jan. 15 | From the Personal Representative of the President (tel.) 101 
(24) Grau’s relinquishment of the presidency to Hevia. 

Jan. 16 | From the Personal Representative of the President (tel.) 102 
(26) Information that Hevia has taken the oath of office and that 

in protest, Dr. Guiteras, Secretary of the Interior in the Grau 
Cabinet, has been making plans to call strikes of certain Ameri- 
can-owned public companies. 

Jan. 16 | From the Personal Representative of the President (tel.) 102 
(30) Advice of divided opinion in the Mendieta group with regard 

to support of Hevia. 

Jan. 17 | From the Personal Representative of the President (tel.) 102 
(31) Exchange of messages with Hevia in connection with the 

threatened public utilities strike. 

Jan. 17 | From the Personal Representative of the President (tel.) 103 
(36) Batista’s decision to declare Mendieta President in view of the 

strike situation and Hevia’s inability to secure the full support of 
| the Mendieta group.



LIST OF PAPERS XV 

CUBA 

RECOGNITION OF THE PROVISIONAL GOVERNMENT OF Cusa—Continued 

Date pad Subject Page 

1934 
Jan. 17 | From the Personal Representative of the President (tel.) 103 

(37) Batista’s decision to delay his declaration in order to have time 
to consult Mendieta. 

Jan. 17 | From the Personal Representative of the President (tel.) 104 
(39) Advice that Batista has sent word that his negotiations with 

the Navy are proceeding favorably. 

Jan. 17 | From the Personal Representative of the President (tel.) 104 
(40) Information that Batista has thus far prevented a general pub- 

lic utilities strike. 

Jan. 18 | From the Personal Representative of the President (tel.) 104 
(42) Advice that the Navy has agreed to withdraw its opposition to 

Mendieta and that Hevia is prepared to resign. 

Jan. 18 | From the Personal Representative of the President (tel.) 105 
(43) Information that Hevia has left the Palace; that presidency is 

now in the hands of the Secretary of State, who will convoke a 
meeting of representatives of all the political groups to select a 
new President. 

Jan. 18 | From the Personal Representative of the President (tel.) 105 
(49) Belief that Mendieta government will have widespread support 

and will be capable of maintaining law and order; also that most 
Latin American representatives in Cuba will recommend recog- 
nition. 

Jan. 19 | From the Chargé in Cuba 105 
(370) Information that Mendieta has assumed the office of Provi- 

sional President of Cuba and has been greeted in Habana with 
enthusiasm. 

Jan. 22 | From the Personal Representative of the President (tel.) 106 
(60) Advice that government is maintaining order and is carrying 

out normal governmental functions. 

Jan. 22 | From the Chargé in Cuba 106 
(376) Departure of Grau San Martin from Cuba for a visit to Mexico. 

Jan. 23 | To the Personal Representative of the President (tel.) 107 
(15) Instructions to extend formal U.S. recognition to the Govern- 

ment of Cuba. 

Jan. 23 | From the Personal Representative of the President (tel.) 107 
(68) Advice that formal recognition has been extended. 

RecrprocaL TrRaDE AGREEMENT BETWEEN THE UNITED Srares aNnp Cusa, 
SianeD Avaust 24, 1934 

1934 
Jan. 26 | From the Ambassador in Cuba 108 

(394) Commercial Attaché’s memorandum of January 20 (text 
printed) outlining reasons why negotiations for a new commercial 
treaty between Cuba and the United States should continue to be 
held in Habana rather than in Washington. 

Jan, 31 | From the Ambassador in Cuba (tel.) 110 
(92) Inquiry of Cuban Secretary of State as to feasibility of an 

agreement increasing trade preferentials reciprocally before the 
signing of a trade agreement.
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19384 
Feb. 61 To the Ambassador in Cuba (tel.) 110 

(43) Approval of recommendations contained in Commercial Atta- 
ché’s memorandum of January 20; instructions to resume nego- 
tiations and to press them as far as possible to a speedy con- 
clusion. 

Feb. 12 From the Ambassador in Cuba 110 
(507) Plans of Cuban Government to appoint a commission to repre- 

sent Cuba in the negotiations. 

Feb. 17 | From the Ambassador in Cuba (tel.) 111 
(161) Preliminary discussions with three Cabinet members; sub- 

mission of three pertinent questions for Department’s decision. 

Feb. 19 | From the Ambassador in Cuba (tel.) 111 
(166) Further discussion with the three Cabinet members; informa- 

tion that negotiations between U. S. and Cuban technical 
advisers will begin immediately. 

Feb. 21 | To the Ambassador in Cuba (tel.) 112 
(51) Department’s decision on the three questions submitted in 

Ambassador’s telegram No. 161, February 17. 

Mar. 91| From the Ambassador in Cuba 112 
(46) Tentative draft (text printed) of proposed general provisions 

for the new commercial convention. 

Mar. 28 | Press Release Issued by the Depariment of State 117 
Statement by Assistant Secretary of State Sayre in refutation | 

of reports in the press and elsewhere alleging that the United 
States is making commitments to various foreign countries 
regarding duty on products imported from those countries. 

Apr. 3| Yo the Ambassador in Cuba 117 
(60) Detailed information for guidance on certain basic questions 

which will probably come up for decision in the course of 
negotiations. . 

Apr. 3 | To the Ambassador in Cuba 124 
(61) Supplementary information respecting Department’s position 

on question of seeking increased rates of duty on importations 
from foreign countries, with comments on extraordinary condi- 
tion presented by recent trend of Japanese competition. 

Apr. 11 | From the American Technical Advisers to the Ambassador in Cuba | 125 
Comments on information communicated by the Department 

in its instructions Nos. 60 and 61, April 3. 

Apr. 18 | From the American Technical Advisers to the Ambassador in Cuba | 129 
Detailed information on the subject of Japanese and Belgian 

competition in Cuba; suggestion that in certain cases, in order 
to meet or remove this competition, the United States should 
request increased general rates in the Cuban tariff. 

Apr. 23 | To the Ambassador in Cuba 134 
(97) Explanation of Department’s views on the binding of maxi- 

mum rates of duty on specified American products. 

Apr. 241 To the Ambassador in Cuba 135 
(101) Advice that henceforth, for the purpose of expediting revision 

of the treaty, it will not be necessary to refer to the Department 
all counterproposals made in the course of negotiations.
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1934 
May 2 | From the American Technical Advisers to the Ambassador in Cuba | 136 

Discussion of possible form of the new treaty, and explanation 
of the merits of the ‘““Decree-Law”’ form. 

May 7 | From the American Technical Advisers to the Ambassador in Cuba | 137 
Inquiry as to whether Department would authorize acceptance 

of increased preferences on tariff items in those cases where the 
Cuban authorities are disinclined to reduce general rates of duty. 

May 19 | To the Ambassador in Cuba 138 
(1538) Department’s views on Cuban reluctance to grant reductions 

in general rates of duty. 

June 12 | To the Ambassador in Cuba (tel.) 139 
(91) Inquiry as to whether Cuban authorities have presented all 

their requests for concessions. 

June 138 | From the Ambassador in Cuba (tel.) 140 
(319) Expectation that only a few final requests for concessions are 

to be received from the Cuban delegates. 

June 18 | To the Ambassador tn Cuba 140 
{214?] Observations in connection with the memorandum of April 13 

prepared by the American technical Advisers; suggestion of a 
possible compromise to meet the exigencies of the Cuban situa- 
tion. 

June 18 | From the American Technical Adviser to the Ambassador in Cuba | 141 
Memorandum prepared by the Cuban authorities (text 

printed) containing certain requests relating to general provi- 
sions for the proposed agreement. 

(Note: Citation to text of notice of intention to negotiate | 142 
agreement.) 

July 26 | To the Ambassador in Cuba 143 
(286) Detailed information as to the concessions which the United 

States is prepared to offer to the Cuban Government. 

July 28 | To the Ambassador in Cuba 146 
(289) Draft of general provisions of proposed trade agreement (text 

printed). 

July 28 | To the Ambassador in Cuba 153 
(292) Suggestions for preparation of schedules; approval of “‘Decree- 

Law” form for the new treaty as recommended in the mem- 
orandum of May 2 by the American Technical Advisers. 

July 30 | To the Ambassador in Cuba 154 
(297) Instructions to recede from the previously quoted U. S. rate 

on white, red, and pink beans in view of the receipt of informa- 
tion as to Chilean participation in the Cuban import trade of 
those beans. 

Aug. 1 | To the Cuban Embassy 155 
Official notification of concessions which the United States is 

prepared to make to Cuba. 

789736—52———2
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1934 
Aug. 1 | Yo the Ambassador in Cuba 156 

(302) Instructions to request Cuban concurrence, by means of an 
exchange of notes, in restriction of the exportation of avocados 
to the United States during certain months of each year; draft 
of proposed notes (texts printed). 

| 

Aug. 1 | To the Ambassador in Cuba (tel.) | 157 
(121) Suggested procedure for expediting final preparation of agree- 

ment. 

Aug. 2 | From the Ambassador in Cuba (tel.) 158 
(370) Report on first impressions of the Cuban delegation upon 

receipt of U. S. concessions. 

Aug. 4 | From the Ambassador in Cuba 158 
(1032) Information that Cuban delegates will not be prepared to offer 

their observations on the general provisions suggested by the 
United States until August 10 or 11. 

Aug. 7 | To the Ambassador in Cuba (tel.) 158 
(123) Amendments which Department desires to have incorporated 

into the draft general provisions transmitted with instruction 
| No. 289, July 28. 

Aug. 7 | To the Ambassador in Cuba (tel.) 160 
(124) Text of a further amendment to the draft general provisions. | 

Aug. 7 | From the American Technical Adviser to the Ambassador in Cuba | 161 
Acceptance by Cuban authorities of certain articles of the gen- 

eral provisions, their observations on others to follow shortly. 

Aug. 10 | From the Ambassador in Cuba (tel.) 161 
(379) | Cuban delegation’s counteroffer to the U. 8. stipulation on 

| sugar and tobacco concessions. 

Aug. 10 | From the Ambassador in Cuba (tel.) 162 
(380) Cuban request for exception of edible fats and oils and ciga- 

rettes from the prohibition against quotas. 

Aug. 11 | To the Ambassador in Cuba (tel.) 162 
(135) Department’s views on Cuban request. 

Aug. 11 | To the Ambassador in Cuba (tel.) 163 
(137) Department’s attitude toward Cuban counterproposal com- 

municated in telegram No. 379, August 10. 

Aug. 15 | From the Ambassador in Cuba (tel.) 164 
(393) Desire for Department’s views on seeking Cuban agreement to 

an immediate reduction of the consular invoice fee. 

Aug. 15 | To the Ambassador in Cuba (tel.) 164 
Department’s opinion that immediate reduction of consular 

| fee is advisable and should be sought. 

Aug. 15 | From the Ambassador in Cuba (tel.) 164 
(394) Cuban request that proposed reduction of consular fee be de- 

layed until July 1, 1935. | 

Aug. 15 | From the Ambassador in Cuba (tel.) | 164 
(396) Cuban request for elimination of a certain phrase contained | 

| in new article 5 of the general provisions. |
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1934 
Aug. 15 | To the Ambassador in Cuba (tel.) 165 

(143) Authorization to accede to Cuban request set forth in telegram 
No. 394, August 15. 

Aug. 16 | To the Ambassador in Cuba (tel.) 165 
(149) Authorization to agree to deletion requested in new article 5, 

and instructions to present an aide-mémoire setting forth U. S. 
understanding of the amended article. 

Aug. 18 | From the American Technical Adviser to the Ambassador in Cuba | 165 
Submission of proposal relating to preparation, scope, and 

effective date of Cuban decree law to be promulgated after 
signature of agreement. 

Aug. 20 | From the Ambassador in Cuba (tel.) 167 
(424) For Welles: Notification of departure for Washington of 

American technical adviser and certain Cuban officials to 
participate in final consultations with Department. 

Aug. 21 | From the Ambassador in Cuba (tel.) 167 
(426) Urgent request for Department’s views on proposal outlined 

in American technical adviser’s memorandum of August 18. 

Aug. 21 | To the Ambassador in Cuba (tel.) 168 
(169) Department’s approval of proposal. 

Aug. 23 | From the Chargé in Cuba (tel.) 168 
(443) Advice that President of Cuba proposes to sign decree law on 

August 24. 

Aug. 24 | Reciprocal Trade Agreement Between the United Siates of | 169 
America and Cuba 

Text of agreement signed at Washington. 

Aug. 24 | To the Cuban Secretary of State 176 
Statement of U. S. understanding with respect to Cuban ex- 

portation of avocados and pineapple slips to the United States. 

Aug. 24 | From the Cuban Secretary of State 176 
Confirmation of U. 8S. understanding. 

Aug. 24 | Press Release Issued by the Department of State 177 
Statement by the Secretary of State officially announcing con- 

clusion of trade agreement with Cuba. 

Aug. 24 | Press Release Issued by the Department of State 178 
Statement by the Cuban Secretary of State expressing his 

Government’s pleasure over signature of the new agreement. 

Aug. 24 | From the President of Cuba to President Roosevelt (éel.) 178 
Expression of gratitude over negotiation of agreement. 

Aug. 24 Memorandum by the Chief of the Division of Western European | 179 
ffairs 

Record of conversation held on August 23 with the Swiss 
Chargé during which reference was made to the special position 
of the United States in regard to her treaty relations with Cuba. 

Aug. 25 | From the Chargé in Cuba (tel.) 179 
(447) Enthusiastic public reception of the trade agreement in Cuba.
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1934 
Aug. 25 | To the Chargé in Cuba (tel.) 180 

(181) Instructions relative to attainment of substantial harmony 
between texts of the decree law and the trade agreement. 

Aug. 25 | From the President of Cuba (tel.) 180 
Expression of gratitude for good intentions manifested in 

conclusion of agreement. 

Aug. 27 | To the President of Cuba (tel.) 181 
Appreciation for message of August 25. 

Aug. 29 | From President Roosevelt to the President of Cuba (tel.) 181 
Reciprocation of sentiments expressed in message of August 24. 

Aug. 29 | To the Ambassador in Cuba (tel.) 181 
(184) Advice that Inter-Departmental Committee for Foreign Trade 

desires frequent reports evidencing concrete results of agreement. 

APPEAL OF PRESIDENT MENbDIETA TO PRESIDENT ROOSEVELT FOR ASSISTANCE 
IN SOLVING THE CUBAN SUGAR PROBLEM 

1934 | 
Feb. 5 | From the President of Cuba to President Roosevelt (tel.) 182 

Request for assistance in solution of the difficulties facing 
the Cuban sugar industry. 

Feb. 8 | From President Roosevelt to the President of Cuba (tel.) 182 
Intention to recommend immediate remedial action by the 

United States which will contribute to Cuban economic reha- 
bilitation. 

Feb. 12 | From the Cuban Ambassador 182 
Gratitude of the Cuban Government for the part of President 

Roosevelt’s message to Congress relating to Cuba. 

TREATY OF RELATIONS BETWEEN THE UNITED STATES AND CuBA, SIGNED 
May 29, 1934 

1934 
May 29 | Treaty of Relations Between the United States of America and the | 183 

Republic of Cuba 
Text of treaty signed at Washington. 

| (Note: Information relative to negotiation of treaty.) 185 

RESTRICTIONS ON THE EXPORTATION OF ARMS AND MUNITIONS OF WAR TO CUBA 

1934 
June 29 | To President Roosevelt 185 

Request for President’s signature of a proclamation designed 
to make possible U. 8. supervision and control of the exportation 
of arms and munitions to Cuba to enable that country to main- 
tain peace and tranquility. 

July 7 | To the Cuban Ambassador 187 
Transmittal of the President’s Proclamation restricting the 

exportation of arms and munitions of war to Cuba. 

July 12 | From the Cuban Ambassador 187 
(131) Acknowledgment of letter of July 7, and expression of appreci- 

ation for the action taken.
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1934 
Jan. 3 | From the Minister in the Dominican Republic 189 
(1375) Review of efforts made to urge upon Dominican officials the 

desirability of making a further remittance from the surplus 
accumulated in the Emergency Fund for amortization of the 
external debt; request for authorization to deliver a further 
note to the Dominican Government. 

Jan. 13 | To the Minister in the Dominican Republic (tel.) 192 
(2) Instructions to inform Foreign Minister of the U. S. expecta- 

tion that Dominican Government will communicate promptly 
with the Foreign Bondholders Protective Council on the matter 
in question. 

Jan. 16 | From the Minister in the Dominican Republic (tel.) 193 
(2) Report on attitude of the Foreign Minister and his indication 

that representatives would probably be sent to United States 
to negotiate with the Bondholders Council. 

Jan. 23 | From the Minister in the Dominican Republic (tel.) 194 
(3) Advice that President Trujillo is unwilling to have any remit- 

tance made pending results of the forthcoming negotiations be- 
tween Dominican representatives and the Foreign Bondholders 
Protective Council. 

Jan. 25 | From the Minister in the Dominican Republic (tel.) 195 
(5) Information as to report that President Trujillo has been given 

certain assurances from Washington regarding the Emergency 
Fund surplus, which are at variance with Department’s official 
instructions. 

Jan. 27 | To the Minister in the Dominican Republic (tel.) 195 
G)) Advice that no commitments have been made at variance with 

official instructions; desire that no further statement be made to 
Dominican authorities regarding the matter unless otherwise 
instructed. 

Feb. 5 | From the Minister in the Dominican Republic (tel.) 196 
(7) Information that Government’s internal revenue adviser plans 

to fly to Washington to endeavor to expedite negotiations with the 
Bondholders Council. 

Apr. 21 | From the Minister in the Dominican Republic (tel.) 196 
(10) Receipt of unofficial information as to Dominican efforts to 

enlist the cooperation of American sugar interests in expediting 
debt negotiations. 

Apr. 26 | From the Minister in the Dominican Republic 197 
(1565) Conversation with the Foreign Minister in regard to status of 

negotiations. 

June 18 | Memorandum by the Minister in the Dominican Republic 197 
Record of conversation with the Finance Minister relative to 

progress of negotiations. 

Aug. 71 From the Dominican Minister 199 
Information on agreement reached between Dominican repre- 

sentatives and the Foreign Bondholders Protective Council. 

Aug. 16 | To the Dominican Minister 201 
Expression of gratitude over favorable conclusion of negotia- 

tions.
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1934 
Mar. 27 | To the Minister in the Dominican Republic 202 

(241) Outline of events in connection with murder in Dominican 
Republic of Eduardo Colom y Piris, an American citizen; instruc- 
tions to present to the Foreign Office a formal claim in the amount 
of $5,000 for Colom’s death. 

Apr. 5 | From the Minister in the Dominican Republic 204 
(1531) Foreign Minister’s attitude toward U.S. presentation of a for- 

mal diplomatic claim. 

Apr. 18 | To the Minister in the Dominican Republic 205 
(249) Instructions to keep case before Foreign Office attention and to 

press for a settlement; emphasis on purpose of demanding in- 
demnity in this type of case. 

May 23 | From the Minister in the Dominican Republic 206 
(1622) Foreign Minister’s advice that Colom case has been turned over 

to the Legal Adviser of the Executive Power for an opinion. 

Aug. 8 | From the Minister in the Dominican Republic 206 
(1807) Foreign Minister’s reference to difficulties being encountered 

in formulating Government’s position, and his intimation that 
the difficulties are related to President Trujillo’s attitude. 

Sept. 8 | To the Chargé in the Dominican Republic 207 
(272) Inquiry as to the possibility of ascertaining the basis of Presi- 

dent Trujillo’s alleged attitude. 

Sept. 26 | From the Chargé in the Dominican Republic 208 
(1916) Dominican willingness to pay the claim if this could be done 

without an admission of legal liability; expression of opinion as to 
the probable basis for Trujillo’s attitude. 

Oct. 24 | To the Chargé in the Dominican Republic 209 
(278) Instructions to inform Foreign Minister of Department's will- 

ingness to consider the matter concluded by payment of $5,000 as 
a solatium without regard to the question of legal liability. 

Nov. 17 | From the Chargé in the Dominican Republic 210 
(2008) | Foreign Office note (text printed) enclosing a check for $5,000 

| payable to the order of the U. S. Secretary of State. 
| Ree renee greens mn SSRN 

ECUADOR 

DISINCLINATION OF THE DEPARTMENT OF STATE To AUTHORIZE REPRESENTATIONS 
on BEHALF OF MISSIONARIES DENIED PERMISSION To TaKkE Up RESIDENCE 
IN Ecuapor 

1934 
Nov. 12 | From the Minister in Ecuador 212 
(1621) Advice that Legation has been requested to make representa- 

tions to the Ecuadoran Government with a view to obtaining per- 
mission for three American missionaries to reside in Ecuador; 
belief that such representations would be inadvisable in view of 
certain Ecuadoran legislative provisions. 

Dec. 8 | To the Minister in Ecuador 215 
(309) Concurrence in view expressed in Minister’s despatch of 

November 12.
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1934 
Jan. 3 | Fromthe Acting Secretary of State to the Secretary of State (tel.) 216 

(2) Submission of a plan providing for eventual recognition of the 
Salvadoran government by Guatemala, Honduras, Nicaragua, 
and the United States. 

(Footnote: Information that the Secretary of State was in 
Santiago, Chile, en route from the Conference of American States 
at Montevideo.) | 

Jan. 5 | Fromthe Secretary of State to the Acting Secretary of State (tel.) 217 
Expression of interest in recognition plan, and indication that 

plan might be submitted to President Roosevelt for his approval. 

Jan. 8 | To President Roosevelt 218 
Submission of recognition plan and suggested procedure for 

putting it into effect. 
(Footnote: President’s approval.) 

Jan. 8 | From the Minister in Nicaragua (tel.) 220 
(2) Report on remarks made by President Sacasa relative to his 

Government’s attitude toward the Central American treaty of 
1923 and the recognition of El Salvador. 

Jan. 9 | To the Minister in Nicaragua (tel.) 221 
(2) Instructions to submit to President Sacasa suggested plan for 

recognition of El Salvador by his Government and by Guatemala, 
Honduras, and the United States. 

Jan. 10 | From the Minister in Nicaragua (tel.) 222 
(4) President Sacasa’s approval of plan; communication of certain 

suggestions made by him relative to its advancement. 

Jan. 11 | From the Minister in Nicaragua (tel.) 224 
(6) Substantial text of agreement which President plans to submit, 

through a confidential representative, first to the President of 
El Salvador and then to the Presidents of Guatemala and Hon- 
duras. 

Jan. 12 | To the Minister in Nicaragua (tel.) 225 
(4) Instructions to suggest informally to President Sacasa the 

advisability of sending his representative to the Presidents of 
Guatemala and Honduras before the Salvadoran President is 
approached. 

Jan. 12 | To the Chargé in Guatemala (tel.) 225 
(1) Information concerning the initiative taken by the Nicaraguan 

President in connection with the Salvadoran recognition plan. 
(Footnote: The same telegram to the Ministers in Costa Rica 

and Honduras.) 

Jan. 13 | From the Minister in Nicaragua (tel.) 226 
(8) Draft protocol (text printed) to be submitted by the Nicara- 

guan representative to the Honduran and Guatemaian Presidents. 

Jan. 13 | From the Minister in Nicaragua (tel.) 227 
(9) Outline of procedure contemplated by President Sacasa 

relative to the dispatch of his personal representative; his desire 
for informal good offices of U. S. representatives in countries to 

e visited.
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1934 
Jan. 14 | From the Minister in Nicaragua (tel.) 228 

(11) President Sacasa’s advice that Guatemalan President desires 
some direct word from the Department as to U. S. attitude 
toward plan. 

Jan. 15 | To the Chargé in Guatemala (tel.) 229 
(8) Instructions to inform President Ubico that Department 

approves of plan and hopes that he will agree to it. 

Jan. 15 | To the Minister in Nicaragua (tel.) 229 
(5) Advice that Legations in Guatemala, Honduras, and Costa 

Rica were authorized on January 12 to express Department’s 
approval of plan. 

Jan. 15 | To the Minister in Nicaragua (tel.) 230 
(6) Information that Legation in Guatemala has been instructed 

to communicate with President Ubico in the sense suggested in 
telegram No. 11, January 14. 

Jan. 15 | From the Chargé in Guatemala (tel.) 230 
(1) Advice that President Ubico is notifying President Sacasa that 

he agrees to the plan and will be glad to fix a date for the recog- 
nition announcement. 

Jan. 16 | From the Minister in Costa Rica (tel.) 230 
(3) Approval by the President and Foreign Minister of Sacasa’s 

activities, and their promise of full cooperation. 

Jan. 16 | From the Chargé in El Salvador (tel.) 231 
(2) Request for information concerning Nicaraguan President’s 

plan. 

Jan. 16 | From the Minister in Nicaragua (tel.) 231 
(12) Efforts toward correcting the Guatemalan impression that the 

United States had initiated the recognition plan. 

Jan. 16 | From the Minister in Nicaragua (tel.) 232 
(13) Information that Nicaraguan representative has been instruct- 

ed to submit the draft protocol to President Ubico. 

Jan. 16 | From the Minister in Nicaragua (tel.) 233 
(14) Information that the Honduran Chargé has left for Tegucigalpa 

to present Sacasa’s plan to his Government. 

Jan. 16 | From the Secretary of State to the Acting Secretary of State (tel.) 233 
(98) Communication of opinion expressed by the American Minister 

in Colombia that the existing nonrecognition policy toward 
El Salvador should be preserved. 

Jan. 17 | To the Chargé in El Salvador (tel.) 234 
(1) Transmittal of information concerning the recognition plan, 

U, S. approval, and procedure which Sacasa will follow in 
presenting it to the interested governments. 

Jan. 17 | Memorandum by the Assistant Secretary of State 234 
Conversation with the Guatemalan Minister, whose under- 

standing of U.S. attitude toward the Nicaraguan proposal was 
confirmed. 

Jan. 17 | From the Chargé in Guatemala (tel.) 235 
(2) Information that President Ubico and the Nicaraguan repre- 

sentative have agreed on January 25 as the date for recognition.
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1934 
Jan. 17 | From the Minister in Nicaragua (tel.) 236 

(15) Advice of Guatemalan President’s desire for modification of 
plan set out in the Nicaraguan protocol; also, of Nicaraguan Pres- 
ident’s request for support of the original protocol by American 
representatives in Honduras and Guatemala. 

Jan. 18 | From the Chargé in Guatemala (tel.) 237 
(3) Conversation with Acting Foreign Minister relative to Presi- 

dent Ubico’s objections to certain features of the Sacasa plan. 
(Repeated to Nicaragua.) 

Jan. 181} To the Chargé in Guatemala (tel.) 238 
(4) Instructions to express to President Ubico Department’s hope 

that he will support the Sacasa protocol in its original form. 

Jan. 18 | To the Minister in Nicaragua (tel.) 239 
(8) Advice of instructions sent to the Chargé in Guatemala in tele- 

gram No. 4, January 18; request that text of protocol be tele- 
graphed to the Legation in Honduras. 

Jan. 18 | From the Minister in Nicaragua (tel.) 239 
(16) Information that President Sacasa has sent a copy of his proto- 

col to the Honduran President urging that it be accepted without 
change. 

Jan. 18 | From the Minister in Honduras (tel.) 240 
(2) Conversation with President Carfas, who gave the impression 

of favoring the Sacasa protocol. 

Jan. 18 | From the Minister in Nicaragua (tel.) | 240 
(17) Advice that information contained in telegram No. 3, January 

18, from the Chargé in Guatemala has not been communicated to 
the Nicaraguan Government. 

Jan. 18 | From the Minister in Nicaragua (tel.) 241 
(18) Nicaraguan receipt of telegram from President of Honduras 

stating that he is awaiting the Nicaraguan representative’s arrival 
in order to fix the form of recognition and to learn more of the 
Sacasa plan. 

Jan. 18 | From the Minister in Nicaragua (tel.) 241 
(19) Information that protocol has been telegraphed to Legation in 

Honduras in accordance with instructions. 

Jan. 19 | From the Chargé in Guatemala (tel.) 241 
(6) Conversation with President Ubico, who spoke in detail of the 

features of Sacasa’s plan to which he objected. 

Jan. 19 | To the Minister in Nicaragua (tel.) 243 
(9) Department’s views relative to a meeting place for the Con- 

ference of Central American States proposed in the Sacasa plan. 

Jan. 19 | From the Minister in Nicaragua (tel.) 243 
(20) Sacasa’s receipt of telegrams from President Ubico and the 

Nicaraguan representative indicating Guatemalan reluctance to 
adopt the protocol. 

Jan. 20 | To the Minister in Nicaragua (tel.) 244 
(10) Instructions to communicate to President Sacasa a suggested 

procedure for breaking the apparent impasse created by President 
Ubico’s attitude.
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1934 
Jan. 20 | From the Minister in Nicaragua (tel.) 245 

(21) Outline of concessions which Sacasa is willing to make to meet 
Ubico’s views. 

Jan. 21 | From the Minister in Nicaragua (tel.) 246 
(23) Advice as to Sacasa’s acceptance of Ubico’s views in principle. 

Jan. 21 | From the Minister in Nicaragua (tel.) 246 
(24) Efforts to expedite agreement prior to the proposed recognition 

date of January 25. 

Jan. 22 | From the Chargé in Guatemala (tel.) 247 
(8) Outline of procedure agreed to by President Ubico. 

(Repeated to Honduras and Nicaragua.) 

Jan. 22 | From the Minister in Costa Rica (tel.) 247 
(4) Inquiry as to desirability of accepting Government’s invitation 

to an official dinner in honor of a special mission from El Salvador. 

Jan. 22 | Fromthe Minister in Honduras (tel.) 248 
(3) Information that President Carfas has sent a message to 

President Ubico of Guatemala with a view to reconciling differ- 
ences in methods. 

Jan. 22 | Tothe Chargéin El Salvador (tel.) 248 
(2) Advice of possible alteration in form of agreement looking to 

Salvadoran recognition. 
(Footnote: Similar telegram to the Minister in Costa Rica.) 

Jan. 22 | Tothe Minister in Costa Rica (tel.) 249 
(3) Instructions to decline invitation referred to in telegram No. 

4, January 22, inasmuch as the United States has not recognized 
the Salvadoran government. | 

Jan. 23 | Fromthe Minister in Nicaragua (tel.) 249 
(25) Information that Presidents Ubico and Carfas are in agree- 

ment as to procedure but that date of recognition appears to be 
unsettled. 

Jan. 23 | From the Chargéin Guatemala (tel.) 250 
(9) President Ubico’s agreement to recognition on January 25. 

Jan. 24 | Fromthe Minister in Honduras (tel.) 250 
(4) President Carfas’ agreement to recognition date of January 25. 

Jan, 24 | Fromthe Minister in Nicaragua (tel.) 250 
(26) Foreign Minister’s advice that definite arrangements have 

been made with Honduras and Guatemala for simultaneous 
recognition. 

Jan. 24 | From the Chargé in Guatemala (tel.) 251 
(10) Foreign Office advice that everything is arranged for recogni- 

tion. 

Jan. 24 | Fromthe Minister in Honduras (tel.) 251 
(6) Information that President Carfas plans to send a telegram to 

Martfnez and to issue a formal decree announcing recognition. 

Jan. 24 | Fromthe Minister in Nicaragua (tel.) 251 
(27) Substance of decree which President Sacasa plans to issue in 

announcement of recognition.



| LIST OF PAPERS XXVII 

EL SALVADOR 

RECOGNITION OF THE MARTINEZ GOVERNMENT OF Ex SALVADOR BY GUATEMALA, 
HonpurRAS, AND NICARAGUA, AND BY THE UNITED States—Continued 

Date and Subject | Page 

1934 
Jan. 25 | From the Chargé in Guatemala (tel.) 252 

(12) Advice of Guatemalan recognition by means of a telegram to 
Salvador and a Foreign Office press statement. 

Jan. 25 | Fromthe Minister in Nicaragua (tel.) 253 
(28) Information relative to President Sacasa’s telegram and decree 

marking recognition of Martinez Government. 

Jan. 25 | Fromthe Minister in Honduras (tel.) 253 
(7) Substance of decree alluded to in telegram No. 6, January 24. 

Jan. 25 | From the Minister in Nicaragua (éel.) 254 
(29) Nicaraguan decree (text printed) referred to in telegram No. 

28, January 25. 

Jan. 25 | From the Chargé in El Salvador (tel.) 254 
(4) Notification from the Foreign Office of extension of recogni- 

tion by Guatemala, Honduras, and Nicaragua. 

Jan. 25 | To President Roosevelt 255 
Advice of Guatemalan, Honduran, and Nicaraguan recogni- 

tion of the Martinez regime, and request for authorization to 
extend official U.S. recognition. 

(Footnote: Approval by President Roosevelt.) 

Jan. 26 | Fromthe Minister in Costa Rica (tel.) 256 
(5) Foreign Minister’s expression of pleasure over news of recogni- 

tion of the Salvadoran Government by Guatemala, Honduras, 
and Nicaragua. 

Jan. 26 | Tothe Chargéin El Salvador (tel.) 256 
(4) Instructions to extend formal recognition to the Salvadoran 

Government. 
(Footnote: Extension of recognition in a note to the Foreign 

Minister, January 26.) 

Jan. 26 | Fromthe Minister in Nicaragua (tel.) 256 
(30) Information relative to proposed convocation of a Conference 

of Central American States for the purpose of revising the 1923 
treaty of peace and amity. 

PRELIMINARY Discussions Respectinc A TRADE AGREEMENT BETWEEN THE 
UniITED States AND Ex SALVADOR 

1934 
July 20 | To the Minister in El Salvador 257 

(21) Consideration of the possibility of concluding a trade agree- 
ment with El Salvador, and instructions to ascertain Salvadoran 
views in the matter. 

Aug. 30 | Yo the Minister in El Salvador (tel.) 258 
(32) Instructions to inquire as to whether Salvadoran Government 

is prepared to initiate exploratory conversations at an early date. 

Aug. 31 | From the Minister in El Salvador (tel.) 258 
(48) Information from Foreign Office that question of proposed 

trade agreement has been referred to the Finance Minister for his | 
consideration and opinion.



XXVITI LIST OF PAPERS , 

EL SALVADOR 

PReimMINARY Discussions Respectinc A TRADE AGREEMENT BETWEEN THE 
UNITED STATES AND EL SaALvapDoR—Continued 

Date and Subject Page 

1934 
Sept.10 | To the Minister in El Salvador (tel.) 259 

(33) Instructions to inform Foreign Minister that public notice of 
U.S. intention to negotiate a trade agreement with El] Salvador 
was given on September 7. 

Sept. 14 | From the Minister in El Salvador (tel.) 259 
(49) Minister of Hacienda’s request for a statement of concessions 

likely to be asked by the United States. 

Sept. 20 | To the Minister in El Salvador 259 
(32) Advice that the matter of concessions is being studied and that 

a list will probably be ready for presentation within a few weeks. 

Sept. 29 | From the Minister in El Salvador (tel.) 260 
(52) Information that legislative action will be required for Salva- 

doran ratification of proposed agreement. 

Oct. 26 | To the Minister in El Salvador 260 
(42) Instructions to make informal representations to the Foreign 

Minister relative to the recent increase of tariff on cotton im- 
ported into El Salvador. 

Nov. 2 | From the Minister in El Salvador 261 
(93) Belief that representations would be inadvisable at this time 

inasmuch as E] Salvador has not vet expressed a desire to nego- 
tiate a trade agreement with the United States. 

Nov. 23 | To the Minister in El Salvador 262 
(49) Advice that the Salvadoran Minister, in conversation with 

Assistant Secretary Welles, had stated his Government’s desire to 
negotiate a trade agreement before U.S. public notice was given, 
and that, therefore, Department wishes to have the representa- 
tions made in the tariff matter. 

INFORMAL ASSISTANCE BY THE DEPARTMENT OF STATE TO REPRESENTATIVES OF 
THE HoLpERS OF SALVADORAN Bonps UNDER THE Loan ContTRACT OF JUNE 
24, 1922 

1934 | 
Jan. 26 | From the Manufacturers Trust Company 263 

Information relative to defaults made by El Salvador in ful- 
filment of obligations under the loan contract of June 24, 1922, 
and request that Department review the defaults and take such 
steps as may be necessary to secure observance of the contract. 

Mar. 16 Prom, the Bondholders Protective Committee for the Republic of El | 264 
alvador 

Review of Salvadoran bond situation, with special reference to 
note from American Minister to Salvadoran Government, July 
21, 1922 (text printed); desire for assurance of Departmen.,’s 
support in protecting the interests of the bondholders. 

Mar. 21 | Memorandum by the Chief of the Division of Latin American Affairs | 266 
Conversation between Assistant Secretary Welles and Mr. Gil- 

son, Chairman of the Bondholders Protective Committee, regard- 
ing the Committee’s concern over Salvadoran failure to make any 
remittances so far this year under the existing temporary agree- 
ment for servicing of bonds.



LIST OF PAPERS XXIX 

EL SALVADOR 

INFORMAL ASSISTANCE BY THE DEPARTMENT OF STATE TO REPRESENTATIVES OF 
THE HoutpEers OF SALVADORAN Bonps UNDER THE Loan Contract or JUNE 
24, 1922—Continued 

Date and Subject | Page 

1934 
Apr. 3 | From the Vice President of the Manufacturers Trust Company 268 

Transmittal of a memorandum of facts in connection with Sal- 
vadoran Customs Lien Sinking Fund Bonds of 1922. 

Apr. 11 | To the Chargé in El Salvador 268 
(165) Transmittal of the correspondence of April 3 from Mr. Gilson 

and the memorandum of conversation between Mr. Gilson and 
Assistant Secretary Welles on March 21; instructions to make a 
study of the loan situation and report thereon. 

May 18 | Memorandum by the Assistant Secretary of State 269 
Conversation with Mr. Gilson, who expressed the view that no 

change should be made in the existing arrangement between the 
Salvadoran Government and the bondholders until after the next 
presidential elections have been held in El Salvador. 

May 25 | Memorandum by the Chief of the Division of Latin American Affairs | 269 
Telephone conversation with Mr. Gilson regarding a cable 

which he had received from the Salvadoran Finance Minister re- 
questing that consideration be given to some modification of the 
bond interest. 

Sept. 8 | From the Minister in El Salvador 270 
(67) Report requested in Department’s instruction No. 165, April 11. 

Oct. 16 | Memorandum by the Chief of the Division of Latin American Affairs | 272 
Conversation between Assistant Secretary Welles and Mr. Lis- 

man, of the Bondholders Protective Committee, regarding Com- 
mittee’s proposal to the Salvadoran Government for extension of 
the existing temporary agreement to cover the calendar year 1935. 

Oct. 19 | To the Minister in El Salvador 274 
(39) Transmittal of copy of the memorandum of October 16, and in- 

structions to inquire as to the Salvadoran views on the Commit- 
tee’s proposal. 

Oct. 25 | From the Minister in El Salvador 274 
(91) Foreign Minister’s view that an extension of the present tempo- 

rary agreement would be feasible; his intention to discuss matter 
with the President and the Finance Minister. 

Nov. 20 | Memorandum by the Chief of the Division of Latin American Affairs | 275 
Conversation between Assistant Secretary Welles and Messrs. 

Lisman and Lavis of the Bondholders Committee, wherein Mr. 
Lavis said that he had been chosen to go to El Salvador to discuss 
the Committee’s proposal with the Salvadoran Government. 

Nov. 22 | To the Minister in El Salvador 276 
(47) Instructions as to course which Department desires followed in 

connection with Mr. Lavis’ visit. 

Nov. 30 | From the Minister in El Salvador 277 
(107) Conversation with the Foreign Minister, who stated that, in 

view of the forthcoming visit of Mr. Lavis, the Council of Min- 
isters had decided that they would like to conclude an entirely new 
and permanent agreement. 

Dec. 22 | From the Minister in El Salvador 277 
(126) Advice that negotiations between Mr. Lavis and Salvadoran 

authorities have resulted in the conclusion of a new temporary 
agreement between the Government and the Bondholders Com- 
mittee.



XXX LIST OF PAPERS 

GUATEMALA 

PRELIMINARY Discussions Respecting A TRADE AGREEMENT BETWEEN THE 
UnitEp STaTes AND GUATEMALA 

Date and | Subject page 

1934 
Jan. 4 | To the Chargé in Guatemala 280 

(9) Instructions to communicate to the Foreign Minister U. S. sug- 
gestions as to basis for exploratory conversations looking toward 
possible conclusion of a trade agreement. 

Jan. 16 | From the Chargé in Guatemala 281 
(52) Acting Foreign Minister’s desire to delay expression of any 

definite opinion until he has received a list of probable concessions 
to be requested by the United States. 

July 16 | From the Minister in Guatemala 282 
(247) Conversation with Foreign Minister, who stated that trade 

complications with France and Germany have increased his Gov- 
ernment’s desire to negotiate a trade arrangement with the United 
States. 

July 17 | To the Minister in Guatemala (tel.) 288 
(24) Information that a list of probable concessions to be asked of 

Guatemala will be forwarded shortly; instructions to ascertain 
Guatemalan view on initiating conversations not later than Sep- 
tember 1. 

July 18 | From the Minister in Guatemala (tel.) 283 
(47) Opinion that Government would now be agreeable to the com- 

mencement of conversations. 

July 24 | From the Minister in Guatemala 284 
(258) Conversation with Foreign Minister, who expressed opinion 

that September 1 would probably be a satisfactory date for begin- 
ning conversations. 

Aug. 3 | From the Minister in Guatemala (éel.) 285 
(51) Foreign Minister’s advice that his Government expects to give 

consideration to any proposals the United States may care to 
make when conversations are opened. 

Aug. 7 | From the Minister in Guatemala (tel.) 286 
(52) Advice that President Ubico is now prepared to begin conver- 

sations. 

Aug. 30 | To the Minister in Guatemala (tel.) 286 
(28) Instructions to inform Government of Department’s plan to 

give public notice of U. 8. intention to negotiate a trade agree- 
ment. 

Aug. 31 | From the Minister in Guatemala (tel.) | 286 
(55) Advice that Guatemalan Government is prepared to begin 

negotiations. 

Sept. 5 | From the Minister in Guatemala 286 
(332) Foreign Minister’s proposal that the United States impose a 

duty on chicle and then exempt Guatemala from payment of the 
duty, in order to correct contraband traffic in chicle originating 
in Guatemala. 

Sept. 10 | Zo the Minister in Guatemala (tel.) 287 
(30) Instructions to inform Foreign Minister that public notice of 

U. S. intention to negotiate a trade agreement with Guatemala 
was given September 7. .
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GUATEMALA 

PRELIMINARY Discussions RespecTiInc A TRADE AGREEMENT BETWEEN THR 
Unirep STATES AND GUATEMALA—Continued 

Date and Subject | poe 

1934 | 
Sept. 25 | To the Minister in Guatemala (tel.) 287 

(31) Instructions to make informal representations to Foreign Min- 
ister in connection with recent increase in import tariff on auto- | 
mobiles. 

Sept. 28 | From the Minister in Guatemala 288 
(360) Indications that tariff changes will not affect American imports 

to an appreciable degree, and belief that representations need not 
be made. 

Sept. 29 | From the Minister in Guatemala (tel.) 288 
(62) Information of legislative steps necessary for proposed trade 

agreement to take effect in Guatemala. 

Oct. 2 To the Minister in Guatemala 289 
(90) View that Foreign Minister’s proposal communicated in des- 

patch No. 332, September 5, would be in violation of the U. 8. 
policy of unconditional and unrestricted most-favored-nation 
treatment. 

Oct. 10 | From the Minister in Guatemala 289 
(381) Foreign Minister’s inquiry regarding inclusion in proposed 

agreement of a provision for U. 8S. assistance in suppression of the 
entry into the United States of contraband chicle. 

Oct. 24 | To the Minister in Guatemala 290 
(101) Advice that Department is considering the possibility of meet- 

ing Guatemalan wishes by means of certificates of origin on 
chicle imported into the United States. 

Dec. 7 | From the Minister in Guatemala 291 
(453) Foreign Minister’s proposed plan for the restriction of imports 

from countries with which Guatemala has an unfavorable balance 
of trade. 

(Footnote: Information on Guatemalan Executive decree 
issued January 26, 1935.) 

Dec. 22 | From the Minister in Guatemala 291 
(473) Information that Minister of Finance has termed the procedure 

of requiring certificates of origin on chicie a useless measure for 
attempting to shut off contraband trade. 

1935 To the Minister in Guatemala 292 
Jan. 11 Intention to give no further attention to the subject of con- 

(132) traband chicle unless the Guatemalan Government pursues it 
further.



XXXII LIST OF PAPERS | 

HAITI 

WITHDRAWAL OF AMERICAN Marines From Haitt AND TRANSFER TO THE 
HaitrAN GOVERNMENT BY THE UNITED States OF CERTAIN PROPERTY IN 
Hatti 

tinber Subject | Page 

1933 
Nov. 28 | From the Minister in Haits 293 

(196) Submission of suggestions for disposal of U. 8. property in 
Haiti and sale of U. 8. rifles and other equipment to the Garde 
d’Haiti following withdrawal of American Marines in October 
1934. 

1934 . 
June 5 | Tothe Minister in Haiti (tel.) 295 

(44) Advice that President Roosevelt has sent a special message to 
Congress requesting legislative authorization to give the Haitian 
Government a portion of Marine Corps matériel. 

June 21 | Tothe Minister in Haiti (tel.) 295 
(49) Department’s plan to submit to President Roosevelt a pro- 

posal for withdrawal of American Marines by August 15. 

June 21 | To the Minister in Haiti (tel.) 296 
(51) Law approved June 19 (text printed) authorizing the President 

to transfer certain U. 8. property in Haiti to the Haitian Gov- 
ernment. 

July 2 | From the Minister in Haiti (tel.) 296 
(71) Inquiry as to whether any decision has been reached on pro- 

posal referred to in telegram No. 49, June 21. 

July 21 Tothe Minister in Haiti (tel.) 297 
(59) President Roosevelt’s acceptance of proposal that marines be 

withdrawn by August 15. 

July 5 | From the Minister in Haiti (tel.) 297 
(72) Advice of President Roosevelt’s visit with the Haitian Presi- 

dent and communiqué to be issued by the Haitian Government 
covering subjects discussed, i. e., Haitianization of the Garde 
d’ Haiti, withdrawal of American Marines, and proposed negoti- 
ation of a commercial treaty. 

July 9 | From the Third Secretary of Legation in Haiti 298 
(352) Draft Foreign Office note forwarding a draft agreement 

(texts printed) for modification of certain provisions of the Ac- 
cord of August 7, 1983; also communiqué issued by the Haitian 
Government July 5 (text printed). 

July 12 | To the Minister in Haits 301 
(186) Communication of Navy Department’s list of properties and 

supplies to be transferred to Haiti, and request for opinion as to 
its adequacy; instructions to ascertain Haitian views on effect- 
ing transfer by an exchange of notes. | 

July 17 | From the Minister in Haiti (tel.) 302 
(78) Outline of final list of items to be transferred, and advice that 

Haitian Foreign Minister has agreed to an exchange of notes. 

July 17 | Tothe Minister in Haiti 303 
(189) Instructions to submit to the Haitian Government a redraft 

of the Haitian note and agreement, and if accepted, to proceed 
to exchange of notes and signature of agreement. 

(Footnote: Haitian acceptance of redrafts.)
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1934 
July 21 | From the Haitian Secretary of State for Foreign Relations to the | 304 

American Minister in Hate 
Haitian understanding of agreement reached between Presi- 

dents Roosevelt and Vincent for withdrawal of American Marine 
forces from Haiti. 

July 23 | From the American Minister in Haiti to the Haitian Secretary of | 304 
(121) State for Foreign Relations 

Confirmation of Haitian understanding. 

July 24 | Agreement Between the United States and Haiti for the With- | 305 
drawal of Military Forces From Haiti 

Text signed at Port-au-Prince. 

Aug. 8 | From the Minister in Haiti 306 
(376) Advice that the transfer to Haiti of certain U.S. properties and 

supplies has been effected by an exchange of notes. 

Aug. 14 | To the Minister in Haitt 306 
(206) Instructions to deliver a letter addressed by President Roose- 

velt to President Vincent (text printed) relating to an official 
celebration to be held by the Haitian Government August 21. 

(Note: Citation to additional documents pertaining to the | 308 
withdrawal of U. 8S. forces.) 

Aug. 18 | To the Haitian Secretary of State for Foreign Relations (tel.) 308 
Advice that President Roosevelt has named the Minister to 

- | Haiti, Norman Armour, as his special representative at the 
ceremonies to be held August 21. 

Aug. 21 | From the Minister in Haiti (tel.) 308 
(91) Information that the ceremonies passed off very satisfactorily. 

NEGOTIATIONS RESPECTING A TRADE AGREEMENT BETWEEN THE UNITED 
STATES AND HaIrTI 

1934 
Jan. 13 | From the Haitian Minister 308 

Haitian desire for negotiation of a new commercial treaty 
with the United States. 

Jan. 15 | Memorandum by the Acting Secretary of State of a Conversation | 309 
With the Haitian Minister, January 15, 1984 

Minister’s discussion of reciprocal trade relations between the 
United States and Haiti and his hope for some sort of equaliza- 
tion of imports and exports of the two countries. 

Feb. 20 | To the Haitian Legation 310 
Advice that U. 8. Minister at Port-au-Prince is being in- : 

structed to explore the possibilities of concluding a new trade 
agreement. 

Feb. 20 | To the Minister in Haiti 310 
(142) Instructions to explore the U. 8.—Haitian trade situation in 

consultation with Haitian authorities; survey of trade situation 
and alternatives for possible agreement. 

%8&9736—52——-3
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HAITI 

NEGOTIATIONS RESPECTING A TRADE AGREEMENT BETWEEN THE UNITED 
STATES AND Harti—Continued 
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1934 
Apr. 3 | Memorandum by the Secretary of State 312 

Conversation with the Haitian Minister and the Haitian Min- 
ister of Finance concerning trade relations and the contemplated 
new commercial arrangement. | 

July 17 | To the Minister in Haitt (tel.) 314 
(64) Request for opinion as to whether exploratory conversations 

should be conducted in Port-au-Prince or in Washington. 

July 21 | From the Minister in Haiti (tel.) 315 
(79) Opinion that Washington would be the more suitable location 

for exploratory conversations. 

July 26 | To the Minister in Haité (tel.) | 315 
(68) Advice that it is not possible as yet to estimate exactly when 

the Inter-Departmental Committee for Haiti will be ready to 
begin conversations. 

July 27 | From the Minister in Haiti (tel.) 315 
(81) Opinion as to the importance of having the Fiscal Representa- 

tive of Haiti proceed to Washington in order to assist the Haitian 
Minister. 

July 28 | To the Minister in Hauti (tel.) 316 
(70) Advice that Department has no objection to Fiscal Represent- 

ative’s presence in Washington. | 

Aug. 4 | Fromthe Minister in Haiti (tel.) 316 
(84) Fiscal Representative’s departure from Haiti on August 2. | 

Aug. 15 | To the Hattian Legation 316 
Notification that Inter-Departmental Committee would 

welcome receipt of such proposals as the Haitian Government 
desires to make. 

Aug. 27 | From the Haitian Legation 317 
Acknowledgment of note of August 15, and request for U. S. 

consent to the broadest possible special treatment of certain 
specified Haitian products. 

Aug. 29 | To the Minister in Haiti (tel.) 319 
(76) Instructions to inform the Haitian Government that the United 

States plans to give public notice shortly of its intention to 
negotiate a trade agreement. 

Nov. 10 | Zo the Haitian Legation | 319 
Submission of a list of commodities on which the United States 

seeks tariff concessions. | 

Nov. 17 | To the Minister in Haiti 320 
(238) Information concerning possible concessions which the United 

States may be willing to make to Haiti. 

Nov. 24 | To the Minister in Haiti (tel.) 322 
(94) Instructions to impress upon Haitian officials the importance 

of not disclosing any of the suggested U. S. concessions to Haiti 
which would be contingent upon the success of trade agreement 
negotiations with other countries. 

Dec. 18 | From the Haitian Legation 322 
Expression of hope for facilitation of the entry and distribution 

of Haitian products in the U. S. market. |
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1934 
Dec. 20 | To the Harttan Legation 323 

Submission of a draft trade agreement (text printed). 

Dec. 21 | To the Minister in Haiti 329 
(247) Transmittal of a copy of the draft trade agreement. 

Dec. 28 | From the Minister in Haiti (tel.) 330 
(133) Haitian reluctance to sign the agreement as presently drafted. 

Dec. 29 | From the Minister in Haiti (tel.) 331 
(134) Advice that the Foreign Minister has submitted two exceptions 

(text printed) to the draft agreement. 

Dec. 29 | To the Minister in Hattt (tel.) 331 
(99) Account of conference with the Haitian Minister relative to 

his Government’s attitude toward the draft agreement. | 

Dec. 31 | To the Minister in Haiti (tel.) : 332 
(100) Instructions to communicate to the Foreign Minister Depart- | 

ment’s reasons for rejecting the two exceptions specified in | 
| telegram No. 134, December 29. ! 

APPROVAL BY THE DEPARTMENT OF STaTE, UnperR Articte IX or tHe TREATY 
oF SEPTEMBER 16, 1915, or Harti’s AGREEMENT WITH FRANCE AND PROPOSED 
AGREEMENT Wits ITaLy FoR REDUCTION OF TARIFF RATES 

1933 
Nov. 1 | From the Minister in Haiti (tel.) 333 

(115) Information that the French Chamber of Commerce in Haiti 
has advanced a plan for Haitian calculation of duties on French 
imports on a gold basis rather than on the current exchange rates 
of the gourde; opinion that the plan, if effected, would require 
U.S. action under article 9 of the treaty of 1915 with Haiti. 

Nov. 2 | From the Minister in Haiti (tel.) 334 
(118) Advice that new legislation would be necessary to put the plan 

into operation; request for Department’s opinion regarding the 
proposed plan. 

Nov. 2 | To the Minister in Haiti (tel.) 334 
(79) Instructions to consult Deputy Fiscal Representative Pixley 

to ascertain effect of plan on customs revenues on imports from all 
gold basis countries; also its effect on French position regarding 
coffee quotas. 

Nov. 4 | From the Minister in Haiti (tel.) 334 
(119) Information obtained from Pixley relative to probable effects 

of the plan. 

Nov. 7 | Memorandum by the Chief of the Division of Latin American | 385 
Affairs 

Telephone conversation with the Financial Adviser to Haiti, 
| who gave details of a conference with the French Ambassador 
| and the French Commercial Attaché regarding French-Haitian 
trade relations. |



XXXVI LIST OF PAPERS 

HAITI 

APPROVAL BY THE DEPARTMENT OF STATE, UNDER ARTICLE IX OF THE TREATY 
oF SEPTEMBER 16, 1915, or Hartr’s AGREEMENT WITH FRANCE AND PROPOSED 
AGREEMENT WITH ITALY FoR REDUCTION OF TaRIFF RatTes—Continued 
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1933 
Nov. 8 | To the Minister in Haiti (tel.) 336 

(81) Instructions to request Pixley to communicate to Finance 
Minister the Department’s views on the arrangement proposed 
by France. 

1934 
Feb. 20 | From the Minister in Haiti (tel.) 336 

(18) Agreement by the Haitian Government to conclude a new 
commercial convention with France; summary of terms of the 
convention. 

Feb. 24 | To the Minister in Haiti (tel.) 337 
(9) Inquiry as to whether terms of Franco-Haitian agreement 

would prevent like treatment for similar American products 
under modus vivendt. 

Feb. 26 | From the Minister in Haiti (tel.) 338 
(15) Opinion that the terms of the “‘avenant”’ seem to preclude like 

treatment for similar American products. 

Sept. 14 | From the Chargé in Haiti (tel.) 338 
(100) Advice that upon Italian insistence the Haitian Government 

has agreed to add a new protocol to the commercial convention 
already existing between the two countries and that said protocol 
will provide for a reduction of 33% percent on existing tariff 
rates applied to certain Italian products. 

Sept. 21 | To the Chargé in Haiti (tel.) 339 
(79) Instructions to make sure that it is understood that any re- 

duction on any Italian product must also be extended to the 
like product of the United States. 

(Footnote: Information that the Haitian-Italian negotiations 
did not result in signature of a commercial arrangement at this 
time.) 

NEGOTIATIONS RESPECTING THE TERMINATION OF FINANCIAL CONTROL EXERCISED 
IN Haitr UNDER THE AGREEMENT OF AvucGusT 7, 1933; PROPOSED TREATY OF 
RELATIONS 

1934 
Jan. 12 | From the Haitian Minister 339 

Hope of the Haitian Government to negotiate an arrangement 
for termination of the financial administration now exercised in 
Haiti under terms of the agreement of August 7, 1933. 

Jan. 16 | From the Minister in Harti 340 
(238) Conversation with President Vincent concerning his desire to 

obtain a refunding loan from American bankers together with 
an additional $3,000,000 to be devoted to public works and 
other necessary projects. 

Jan. 22 Memarandum by the Chief of the Division of Latin American | 3438 
airs 

Conversation with a representative of the National City Bank 
of New York relative to the Bank’s proposed sale of the Banque 
Nationale de la République d’Haiti to the Haitian Government, 
and also to the question of a possible Haitian refunding operation.
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1934 
Jan. 27 | Memorandum by the Secretary of State 344 

Conversation with Haitian Minister, who desired to know what 
measures the United States would be willing to take toward re- 
moval of conditions which entangled Haiti with the United 
States financially. 

Feb. 2 | From the Minister in Hattt 345 
(253) Further information regarding the Haitian desire to obtain the 

good offices of the U. 8. Government in helping to secure a re- 
funding loan. 

Feb. 13 | From the Minister in Haiti (tel.) 346 
(11) Conversation with President Vincent, who stated that the 

Haitian Minister in Washington had been instructed to discuss 
the refunding loan matter with President Roosevelt, and that he 
himself planned to visit the United States later to discuss the 
subject with the President. 

Feb. 14 | To the Hattian Minister 346 
Acknowledgment of Haitian note of January 12; offer of U.S. 

good offices in the refunding matter in any way which will not 
involve the Government in further responsibilities in Haiti. 

Feb. 14 | To the Minister in Haiti (tel.) 347 
(6) U. 8. preference that a Haitian citizen be delegated to carry 

out any negotiations in connection with refunding loan opera- 
tion rather than the Fiscal Representative. 

Feb. 19 | From the Minister in Haitt (tel.) 348 
(12) Information that the Fiscal Representative plans to sail for 

the United States on February 22 in order to serve the Haitian 
Minister in an advisory capacity throughout refunding loan 
negotiations. 

Mar. 12 | From the Minister in Hatti (tel.) 348 
(19) Outline of President Vincent’s plans for visiting the United 

States. 

Apr. 3 | Memorandum of Plan for Dealing With the Question of Financial | 349 
Control, Drawn Up by the Haitian Minister for Finance and 
the Fiscal Representative of the Republic of Harti 

Detailed list of commitments and proposals regarding the fi- 
nancial policy which the Haitian Government intends to follow. 

Apr. 18 | To the Minister in Haiti (tel.) 352 
(18) Joint statement by Presidents Roosevelt and Vincent (text 

printed) issued April 17 after their meeting at the White House. 

Apr. 28 | To the Minister in Hatz (tel.) 352 
(21) Information concerning procedure tentatively agreed upon 

relative to the Haitian contract for purchase of the Banque 
Nationale de la République d’Haiti. 

May 5 | From the Minister in Hatt (tel.) 353 
(41) Advice that Haitian draft letters ‘A’? and “B’’, provided for 

in the procedure described in telegram No. 21, April 28, have 
been forwarded to Department.
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May 7 | To the Minister in Hatts (tel.) 354 
(25) Department’s comments on draft letters ‘‘A”’ and “B’’. 

May 11 | From the Minister in Haztt (tel.) 355 
(42) Advice that new draft letters have been sent to Department 

for decision, together with a draft treaty of relations prepared by 
the Haitian Government; President Vincent’s desire for U. 8. 
assurance of virtual agreement before presentation of matter to 
the Legislature. 

May 12 | From the Minister in Haiti (tel.) 356 
(44) Information that the Banque contract has been signed. 

May 15 | From the Minister in Haztt (tel.) 356 
(47) Request for Department’s views on the draft letters and draft 

treaty of relations referred to in telegram No. 42, May 11. 

May 15 | To the Minister in Haiti (tel.) 357 
(28) Suggested changes to be made in draft letter ‘‘A’’; suggestion 

of a redraft (text printed) of the proposed treaty of relations. 

May 16 | From the Minister in Haiti 358 
(312) Information that the Banque contract and the law of sanctions 

are ready for presentation to the Chamber of Deputies. 

May 19 | From the Minister in Hartz (tel.) 360 
(51) Haitian request for consideration of simplification of article 1 

of draft treaty transmitted in Department’s telegram No. 28, 
May 15. 

May 21 | To the Minister in Haiti (tel.) 360 
(32) Redraft of article 1 (text printed) to meet Haitian views; 

indication of several other changes desired by Department in 
treaty’s preamble and in text of letter ‘‘A’’. 

May 22 | From the Minister in Haiti (tel.) 361 
(52) Advice that Foreign Minister approves new text of article 1 

and other changes suggested, but has requested omission of 
certain words in the preamble. 

May 22 | To the Minister in Haiti (tel.) 361 
(33) Department’s agreement to omission requested by the 

Foreign Minister. 

May 23 | To the Minister in Haiti 361 
(171) Draft replies (texts printed) to letters ‘‘A” and ‘‘B”’ from the 

Haitian Government. 

May 25 | From the Minister in Hatti (tel.) 365 
(55) Haitian request for insertion of additional phrase in text of 

article 1 of the treaty. 

May 26 | To the Minister in Haiti (tel.) 366 
(37) Agreement to insertion of phrase requested by the Haitian 

Government. 

June 41 Tothe Minister in Haiti (tel.) 366 
(41) Request for information as to present status of Banque sales 

contract and proposed treaty.
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June 5 | From the Minister in Haiti (éel.) 366 

(57) Information that the contract is under consideration by the 
Legislature; that Haitian Government is requesting an extension 
of option for purchase of the National Bank of Haiti. 

June 6 | To the Minister in Haitz (tel.) 367 
(45) Advice that National City Bank is willing to extend option, 

but is considering advisability of limiting the extension to 30 
days. 

June 7 | From the Minister in Haiti (tel.) 367 
(59) Telegram sent by Fiscal Representative to the National City 

Bank (text printed) urging Bank to agree to 90 days’ extension. 
(Footnote: Bank’s approval of an extension not to exceed 

90 days from June 1, 1934.) 

June 25 | From the Minister in Haitz 368 
(344) Advice concerning report made by the committee of the 

Chamber of Deputies appointed to study the bank sales contract. 

Sept. 6 | From the Minister in Harti (tel.) 368 
(96) Adjournment of regular session of Legislature without having 

acted on the bank contract; possibility that President Vincent 
may call a special session of the Legislature in October for 
reconsideration of the matter. 

Sept. 7 | From the Chargé in Haiti (tel.) 369 
(97) Advice that President plans to send text of bank contract, as 

he hopes to submit it to Parliament when reconvened, to the 
Haitian Minister in Washington for presentation at a stock- 
holders’ meeting. 

Sept. 10 | From the Chargé in Haitz (tel.) 369 
(98) President’s decision not to send amended text for consideration 

at stockholders’ meeting owing to his inability to obtain assur- 
ances from Senators as to desired modifications. 

Sept. 19 | From the Chargé in Haiti 369 
(421) Foreign Minister’s opinion that it might be well to let the 

bank contract matter drop until next April, the date of the 
opening of the regular session of Parliament. 

Oct. 3 | From the Chargé in Haiti (tel.) 371 
(107) Article in Matin alleging that the United States contemplates 

& new consideration of the financial control matter which might 
possibly bring about early withdrawal of the Fiscal Represent- 
ative; request for authorization to issue a statement of denial. 

(Footnote: Department’s authorization to make statement.)
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1934 
July 20 | To the Minister in Honduras 372 

(592) Instructions to ascertain Honduran view on exploratory 
conversations looking toward possible negotiation of a trade 
agreement. 

Aug. 10 | From the Minister in Honduras 373 
(1172) Report on conversation with Finance Minister regarding the 

possibility of opening exploratory conversations. 

Aug. 16 | From the Minister in Honduras (tel.) 374 
(65) Finance Minister’s desire for some idea as to the concessions 

which the United States will probably request from Honduras. 

Aug. 17 | From the Minister in Honduras (tel.) 375 
(66) Request for data concerning preferential tariff concessions 

awarded in the past by Brazil, to be used as background in 
the Honduran situation. 

Aug. 18 | To the Minister in Honduras (tel.) 375 
(41) U. S. nonobjection if concessions by Honduras to the United 

States should be generalized to other countries. 

Aug. 24 | From the Minister in Honduras 376 
(1184) Finance Minister’s views on Honduran concessions to Amer- 

ican products in the form of reduced duties. 

Aug. 27 | From the Minister in Honduras 377 
(1189) Information concerning effect on American trade of a Hon- 

duran decree published in March imposing special municipal 
taxes upon certain articles of importation to Honduras. 

Aug. 30 | To the Minister in Honduras 378 
(614) Explanation of U. 8S. policy of not seeking preferential tariff 

treatment in connection with negotiation of reciprocal trade 
agreements. 

Aug. 30 | To the Minister in Honduras (tel.) 379 
(43) Instructions to inquire if the Honduran Government is pre- 

pared to initiate exploratory conversations at an early date. 

Aug. 31 | From the Minister in Honduras (tel.) 379 
(70) Honduran willingness to commence exploratory conversations 

at an early date. 

Sept. 7 | From the Minister in Honduras 379 
(1204) Suggestions as to certain concessions and assurances which 

the United States might ask of Honduras. 

Sept. 10 | To the Minister in Honduras (tel.) 380 
(46) Instructions to inform Foreign Minister that public notice 

of U.S. intention to negotiate a trade agreement with Honduras 
was given September 7. 

Sept. 29 | To the Minister in Honduras 381 
(627) Department’s views on Honduran decree referred to in Minis- 

ter’s despatch No. 1189, August 27. 

Sept. 29 | From the Chargé in Honduras (tel.) 382 
(77) Information that proposed trade agreement would require rati- 

fication by the Honduran legislation.
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June 6 | To the Minister in Honduras 382 
(576) Instructions to inform President Carfas that the United States 

is contemplating removal of the existing embargo on shipments 
of arms and munitions of war to Honduras. 

July 5 | From the Minister in Honduras 383 
(1139) Advice that Honduran Government desires the present embargo 

to remain in effect on rifles and their ammunition. 

July 30 | To the Minister in Honduras 383 
(598) Instructions to inform Honduran Government of the policy 

which the United States plans to follow in the future relative to 
the embargo. 

Aug. 24 | From the Minister in Honduras 384 
(1183) Foreign Office acknowledgment, with thanks, of Department’s 

statements as to future U.S. policy in the embargo matter. 

MEXICO 

PRELIMINARY Discussions REGARDING PossIBLE NEGOTIATION OF A TRADE 
AGREEMENT BETWEEN THE UNITED States AND MExIco 

1934 a 
Jan. 25 | From the Ambassador in Mexico (tel.) 385 

(3) Foreign Minister’s inquiry as to Department’s preference re- 
garding place and time for trade agreement discussions. 

Jan. 26 | To the Ambassador in Mexico (tel.) 385 
(10) Advice that Department desires discussions to take place in 

Washington if agreeable to Mexican authorities. 

Jan. 29 | From the Ambassador 1n Mexico 385 
(1046) Information that Mexican Government is favorably inclined 

toward Washington as place for discussions. 

June 7 | From the Chargé in Mezico (tel.) 386 
(81) Foreign Minister’s advice that Mexican Embassy in Washing- 

ton is prepared to begin discussions immediately. 

June 12 | To the Chargé in Mezico (tel.) 386 
(95) Instructions to advise Foreign Minister informally of reasons 

for Department’s delay in initiating discussions. 

June 15 | From the Chargé in Mexico 386 
(1507) Foreign Minister’s advice that Ambassador at Washington has 

been instructed to await Department action. 

Aug. 31 | From the Ambassador in Mexico 387 
(1729) Conversation with Foreign Minister, who spoke of the pressure 

on his Government from the growers of tomatoes and winter 
vegetables for conclusion of a reciprocal tariff agreement with the 
United States. 

Aug. 31 Memoranaum by the Assistant Chief of the Division of Mexican | 388 
airs 

Conversation with Counselor of Mexican Embassy, who in- 
quired as to the possibility of negotiating a modus vivendi cover- 
ing Mexican green vegetables to be in effect pending completion of 
a trade agreement.
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Sept. 5 | Memorandum by the Assistant Chief of the Division of Mexican | 388 
Affairs 

Further conversation with Counselor of Mexican Embassy 
regarding proposed modus vivendt. : 

Undated | Memorandum by the Chief of the Division of Mexican Affairs of a | 389 
Conversation With the Mexican Ambassador and the Counselor 
of the Mexican Embassy, September 11, 1934 

Ambassador’s understanding that Mexican Foreign Minister 
had transmitted proposals for a modus vivendi to U. 8S. Ambas- 
sador Daniels on September 6, and his request that he be ap- 
prised when Department receives them. 

Sept. 11 | From the Ambassador in Mexico 390 
(1771) Comments as to the feasibility of U. S. conclusion of a provi- 

sional modus vivendi with Mexico, and transmittal of Foreign 
Office note dated September 6 (text printed) with a draft modus 
vivendt. 

Sept. 13 | From the Ambassador in Mexico 394 
(1778) Information as to U. 8. products which would be granted 

reductions in duty by the Mexican Government in return for 
U. 8. reductions as stipulated under terms of proposed modus 
vivendt. 

Sept. 29 | To the Ambassador in Mexico (tel.) 395 
(144) Instructions to bring to Foreign Office attention the tariff 

situation with respect to Cuba, and the maximum concessions 
| which could be accorded Mexican tomatoes under proposed 

| limited agreement; also that no agreement could be made with- | 
out compliance with the Trade Agreements Act. 

~ Oct. 2 | To the Ambassador in Mexico 396 
Advice that serious consideration is being given to proposed 

modus vivendt; concern over possible Mexican misunderstanding 
of U. S. arrangement with Cuba. 

Oct. 2 | From the Ambassador in Mexico 396 
(1823) Foreign Minister’s interest in the U. S. concession which 

might be offered on Mexican tomatoes, and appreciation that 
negotiation of proposed modus vivendi would have to be carried 
on under much the same conditions as a reciprocal trade agree- 
ment. 

Nov. 15 | To the Ambassador in Mexico 397 
Advice that inasmuch as no further direct word has been 

received from Mexican authorities on the proposed limited agree- 
ment, it is considered best to let Mexico take a normal place on 

| the schedule of the trade agreements program. 

CONVENTION BETWEEN THE UNITED States anp Mexico FoR AN EN Buoc 
SETTLEMENT OF SPECIAL CLAIMS, AND Protocon REGARDING GENERAL 
CuaImMs, SIGNED AprRiIL 24, 1934 
I 

1934 
Jan. 26 | From the Ambassador in Mexico 398 
(1031) Communication of a suggested counterproposal which might 

be offered the Mexican Government in the event that Depart- 
ment’s previously submitted protocol for settlement of general 
claims is found unacceptable.
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Feb. 3 | To the Ambassador in Mexico (tel.) 403 

(15) Advice that Department would prefer to press for a favorable 
decision on the proposed protocol rather than consider the 
alternative of a lump sum settlement as envisaged in the counter- 
proposal communicated in Ambassador’s despatch No. 1031, 
January 26. 

Feb. 10 | To the Ambassador in Mexico 404 
(261) Reasons for believing that the question of a lump sum settle- 

ment should be held in abeyance until it is certain that a 
protocol such as is now under consideration cannot be concluded. 

Feb. 10 | From the Ambassador in Mexico 408 
(1094) Receipt of three memoranda from the Foreign Office: Memo- 

randa A and B dated February 9 (texts printed) containing 
observations on an en bloc settlement for both general and 
special claims and proposing that the latter be settled on a 2.60% 
basis; and memorandum OC embodying suggested amendments 
to Department’s protocol. 

Feb. 16 | From the Ambassador in Mexico 413 
(1127) Further advice relating to Foreign Office proposals. 

Mar. 9 | To the Ambassador in Mexico 414 
(282) Draft convention (text printed) providing for a lump sum | 

settlement of special claims, and discussion of essential provi- 
sions contained therein. 

Mar. 9 | To the Ambassador in Mexico 421 
(283) Redraft of protocol for settlement of general claims (text 

printed) and detailed explanation of Department’s position as 
to the amendments suggested in Mexican Foreign Office memo- 
randum C, 

Mar. 14 | From the Ambassador in Mexico (tel.) 436 
(23) Changes suggested by the Foreign Office in Department’s 

draft protocol for general claims; Foreign Minister’s view on 
provisions relating to the Santa Isabel cases in Department’s 
draft convention for special claims. 

Mar. 16 | To the Chargé in Mexico (tel.) 437 
(35) Information that Department is considering the suggested 

changes but would like clarification of one specific change. 

Mar. 17 | From the Chargé in Mexico (tel.) 438 
(28) Clarification of the change referred to in telegram No. 35, 

March 16. 

Mar. 21 | To the Chargé in Mexico (tel.) 438 
(37) Views of Department as to changes in general claims protocol 

and as to inclusion of provisions for the Santa Isabel cases in the 
special claims convention. 

Mar. 22 | From the Chargé in Mezico (tel.) | 440 
(30) Advice of despatch sent to Department outlining reasons | 

advanced by the Foreign Office for the suggested changes; in- 
quiry as to whether Department, after consideration of such 
reasons, desires to alter the views set forth in telegram No. 37, 

arch 21.
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Mar. 24 | From the Ambassador in Mexico (tel.) 44] 

(33) Conversation with Foreign Minister regarding Mexican pro- 
posals for changes in Department’s draft convention on special 
claims. 

Mar. 26 | To the Ambassador in Mexico (tel.) 441 
(41) Belief that no alteration seems necessary in the views set 

forth in telegram No. 37, March 21. 

Mar. 26 | From the Ambassador in Mexico 442 
(1267) Transmittal of copy of document (text printed) embodying 

the Mexican proposals referred to in telegram No. 33, March 24. 

Mar. 31 | To the Ambassador in Mexico (tel.) 446 
(44) Instructions to urge conclusion of Department’s protocol for 

general claims and to cable text of paragraphs containing any 
changes requested by the Mexican Government before signing 
the protocol. 

Apr. 2 | From the Ambassador tn Mexico (tel.) 447 
(34) Mexican request for omission of a certain clause contained in 

Department’s protocol. 

Apr. 3 | To the Ambassador in Mexico (tel.) 448 
(45) Reasons for opinion that the omission requested by the 

Mexican Government would be inadvisable. 

Apr. 4 | From the Ambassador in Mexico (tel.) 448 
(35) Mexican withdrawal of requested omission, and indication of 

preference for simultaneous signing of protocol and convention; 
details of further changes to protocol desired by Mexico. 

Apr. 7 | To the Ambassador in Mexico (tel.) 450 
(47) Department’s desire to meet Mexican wishes in the matter of 

simultaneous signing of protocol and convention; outline of addi- 
tional changes in convention. 

Apr. 9 | From the Ambassador in Mexico (tel.) 452 
(38) Foreign Minister’s views relative to changes in articles 1 and 4 

of convention. 

Apr. 11 | To the Ambassador in Mexico (tel.) 453 
(50) Further discussion of articles 1 and 4. 

Apr. 11 | To the Ambassador in Mexico 455 
(321) Final draft of proposed special claims convendgion (text printed). 

Apr. 13 | From the Ambassador in Mezico (tel.) 458 
(41) Foreign Minister’s additional suggestions and comments with 

respect to articles 1 and 4. 

Apr. 14 | To the Ambassador in Mevico (tel.) 458 
(52) Explanation of Department’s reluctance to make any change 

in the context of article 1. 

Apr. 14 | From the Ambassador in Mexico (tel.) 459 
(48) Compromise suggestion by the Foreign Minister in connection 

with articles 1 and 4.
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Apr. 15 | From the Ambassador in Mezico (tel.) 460 

(44) Discussion of claims data, and expression of opinion that Foreign 
Minister’s latest comprehensive suggestion is the best that can be 

| expected. 

Apr. 17 | To the Ambassador in Mexico (tel.) 461 
(54) Outline of changes which Department proposes to make in a 

final effort to meet Mexican expectations. 

Apr. 19 | From the Ambassador in Mezico (tel.) 463 
(49) Foreign Minister’s indication that he would prefer to postpone 

further negotiations rather than accept Department’s recently 
suggested changes. 

Apr. 21 | From the Ambassador in Mexico (tel.) 464 
(52) Recommendation as to bases upon which Department might 

authorize signature of convention. 

Apr. 21 | To the Ambassador in Mezico (tel.) 464 
(60) Willingness to make concessions desired by the Mexican Gov- 

ernment, and authorization to sign the convention after confirm- 
ing with the Foreign Office Department’s interpretation of article 4. 

Apr. 23 | From the Ambassador in Mezico (éel.) 465 
(54) Foreign Office confirmation of interpretation of article 4; press 

statement (text printed) to be issued by the Foreign Office upon 
the signing of the Protocol for General Claims and the Convention 
for Special Claims. 

Apr. 24 | To the Ambassador in Mexico (tel.) | 466 
(64) U.S. intention to issue a press release announcing signature of 

Protocol and Convention. 

Apr. 24 | Convention Between the United States of America and Mexico for | 467 
an En Bloc Settlement of Special Claims, Signed at Mexico City 

Text of Convention. 

Apr. 24 | From the American Ambassador in Mexico to the Mexican Minister | 470 
for Foreign Affairs 

U.S. understanding as to interpretation of articles 4 and 6 of 
the Convention. | 

(Footnote: Confirmation of understanding by the Mexican | 
Foreign Minister.) 

Apr. 24 | Protocol Between the United States of America and Mexico Regard- | 470 
ing General Claims, Signed at Mexico City 

Text of Protocol. 
1935 

Feb. 1 | From the Mexican Chargé 476 
Mexican execution of provision in clause 6 of Protocol stipu- 

lating the time allowed for preparation of claims before presenta- | 
tion to the General Claims Commission. 

Feb. 1 | To the Mexican Chargé 477 
U.S. execution of provision in clause 6 of Protocol. 
ee
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Jan. 21 From the Mexican Chargé 477 

(001) Advice from the Mexican Commissioner on the International 
Boundary Commission that certain construction work now being 
done on the left bank of the Rio Grande near Presidio, Texas, is 
apparently in violation of article 3 of the Convention of 1884; 
request that steps be taken to have the Commission consider the 
matter. 

Feb. 1 | To the Mexican Chargé 478 
U. S. Commissioner’s report that the construction work has 

been temporarily suspended pending explanation of treaty pro- 
visions to local officials. 

May 7 | To the Secretary of the Treasury 479 
Department’s views regarding bill to be considered by Congress 

providing for the lease of better quarters for U. 8. Customs, 
Immigration, Public Health, and Plant Quarantine services at 
the American end of the International Bridge in El Paso, Texas. 

May 22 | From the Mexican Ambassador 480 
(2063) Mexican desire that the International Boundary Commission 

render a decision respecting the sovereignty and jurisdiction of 
certain areas in the vicinity of Presidio, Texas, where recent 
American construction works were carried out. 

July 16 | To the Mexican Ambassador 481 
Belief that U.S. and Mexican Boundary Commissioners should 

be instructed to make further examination and study of existing 
data respecting the Presidio areas before any further steps are 
taken. 

July 21 | To the Mexican Ambassador 482 
Explanation of U. S. position in connection with Mexico’s 

reservation of its rights in the Chamizal area. 

Sept. 26 | From the Mexican Ambassador 483 
[3625] Mexican opinion that Boundary Commission possesses enough 

data to form a basis for decision on the Presidio areas and that, 
therefore, Mexico would be glad to have the matter dealt with 
at once. | 

Nov. 8 | To the Mexican Ambassador | 484 
U. 8S. belief that Commission should make a joint investigation , 

of the entire water boundary between Quitman Canyon and the | 
Gulf of Mexico; inquiry as to whether Mexico would concur. | 

Errorts To Stop ItteGaL Entry or CHINESE NatTionats From Mexico Into 
THE UNITED STATES 

er 

1934 | 
Jan. 24 | From the Consul at Ensenada 485 

(778) Report of definite steps being taken by the civil population in 
Ensenada to expel Chinese residents into the United States from 
the Northern Territory of Baja California.
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Jan. 31 | To the Ambassador in Mexico (tel.) 486 

(13) Instructions to convey to the Foreign Minister the U. 8. hope 
that measures will be taken to prevent the forcing of Chinese 
into the United States from Baja California and consequent diffi- 
culties such as those caused in 1933. 

Feb. 10 | From the Ambassador in Mezico (tel.) 487 
(9) Advice from Foreign Minister that Mexican immigration offi- 

cials at Tijuana and Ensenada have no knowledge of Chinese 
entering the United States at unauthorized points. 

Feb. 15 | From the Ambassador in Mexico (tel.) 487 
(12) Information that Governor of the Northern District of 

Lower California has been instructed to take the necessary steps 
to prevent Chinese residents there from entering the United 
States at unauthorized points. 

Mar. 9 | To the Chinese Legation 487 
Department’s unwillingness to make special arrangements for 

Chinese refugees from Lower California unless the Chinese 
Government is prepared to defray all expenses. 

Mar. 14 | From the Consul at Ensenada (tel.) 488 
Information that Chinese stores have been closed on the basis 

of alleged noncomformity with laws. 

Mar. 16 | To the Chargé in Mexico (tel.) 489 
(36) Instructions to keep before the Foreign Office the fact of U. 58. 

reliance on Mexican assurances in the Chinese matter. 

Mar. 17 | From the Chargé in Mexico (tel.) 489 
(29) Mexican President’s strict instructions to the Governor of the 

Northern District of Lower California to take measures to pre- 
vent the illegal entry of Chinese into the United States. 

Mar. 30 | From the Chinese Minister 489 
Enclosure of a check for payment of the cost of repatriation to 

China of Chinese refugees from Mexico in 1933, and expression 
of gratitude for the consideration shown by the United States to 
the refugees. | 

NICARAGUA 

PRELIMINARY DiscussIONsS RESPECTING A TRADE AGREEMENT BETWEEN THE 
UNITED STATES AND NICARAGUA 

1933 
Sept. 16 | From the Nicaraguan Chargé 491 

Nicaraguan interest in a trade agreement with the United 
States; expression of concern over possibility that arrangements 
for sugar stabilization now being discussed in U. 8. Department " 
of Agriculture may have the effect of excluding Nicaraguan sugar 
from importation into the United States. 

Oct. 5 | To the Nicaraguan Chargé 494 
Advice that Department is considering the possibility of initi- 

| ating exploratory conversations with Nicaragua; also, that perti- 
nent portion of Nicaraguan note of September 16 has jbeen 

| transcribed to the Department of Agriculture for comment.
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1933 | 

Oct. 21 | To the Nicaraguan Chargé 496 
Department of Agriculture’s assurance that there is no question 

pending of restrictions on sugar coming into the United States 
from Nicaragua. 

1934 
Jan. 4 | Tothe Nicaraguan Legation 496 

U. 8. willingness to initiate exploratory conversations with 
Nicaragua, and suggested bases upon which such conversations 
might proceed. 

Jan. 41! To the Minister in Nicaragua 4QT 
(11) Transmittal of copy of memorandum of January 4, and instrue- 

tions to ascertain whether Foreign Minister is prepared to proceed 
with conversations along the general lines indicated in the 
memorandum. 

Jan. 24 | From the Minister in Nicaragua 498 
(65) Information that Foreign Minister is unable to state his views 

at present. Request for additional data and background mate- 
rial on Department’s trade negotiations with other countries. 

Apr. 5 | To the Minister in Nicaragua 499 
(55) Transmittal of copy of trade agreement signed with Colombia, 

together with detailed analysis of provisions of the agreement. 

Apr. 24 | From the Minister in Nicaragua 506 
(181) Information that Foreign Minister will soon be prepared to 

proceed with exploratory conversations. Interest of President 
Sacasa in proposed canal under terms of the Bryan-Chamorro 
treaty. 

May 15 | From the Minister in Nicaragua 507 
(209) Efforts to obtain Nicaraguan willingness to commence conver- 

sations. | 

June 2 | From the Minister in Nicaragua 509 
(256) Information relative to Secretary of Hacienda’s request for a 

copy of the trade agreement recently concluded between Co- 
lombia and the United States. 

July 17 | To the Minister in Nicaragua (tel.) 509 
(41) Department’s hope that conversations can be initiated in 

Managua not later than September 1. 

July 20 | From the Minister in Nicaragua 509 
(348) Information that an informal letter was addressed to the 

Foreign Minister on July 19 expressing hope that conversations 
might begin at the earliest possible date. 

July 21 | From the Minister in Nicaragua | 511 
(350) Receipt of an informal note from the Foreign Minister ex- | 

pressing his Government’s continued interest in negotiating the 
proposed trade agreement. 

July 23 | From the Minister in Nicaragua 511 
(354) Views and analysis of probable effects of a procedure which 

would envisage possible U. 8. imposition of duties on bananas and 
coffee imported from Nicaragua. |
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1934 
Aug. 20 | From the Chargé in Nicaragua 516 

(406) Advice concerning Foreign Minister’s request for suggestions 
from the Chamber of Commerce at Managua as to what con- 
cessions Nicaragua might ask of the United States. 

Aug. 24 | To the Minister in Nicaragua 516 
(122) Information relative to a provision contained in the Trade 

Agreements Act approved June 12 which precludes the imposi- 
tion of duties on coffee and bananas by executive action. 

Aug. 30 | To the Minister in Nicaragua (tel.) 517 
(52) Instructions to inform Nicaraguan Government that Depart- 

ment expects to give public notice within a few days of U.S. in- 
tention to negotiate a trade agreement with Nicaragua. 

Aug. 31 | To the Chargé in Nicaragua 517 
(128) Nicaraguan Legation’s inquiry as to possible quota restric- 

tions on “drawback” sugar under terms of existing U. 8S. sugar 
legislation, and opinion of Department of Agriculture. 

Sept. 6 | Zo the Chargé in Nicaragua 518 
(127) Inability to furnish a copy of the U. S.-Colombian trade 

agreement to Nicaragua, as the text is still considered confi- 
dential. 

Sept. 10 | To the Chargé in Nicaragua (tel.) 518 
(54) Instructions to inform Foreign Minister that public notice of 

U. S. intention to negotiate a trade agreement with Nicaragua 
was given September 7. 

Sept. 26 | From the Chargé in Nicaragua 519 
(496) Conversation with President Sacasa, who expressed the hope 

that the United States would grant his Government a sugar quota 
on the same preferential terms as Cuba. 

Sept. 28 | To the Chargé in Nicaragua 520 
(138) Instructions to make informal representations to Foreign 

Minister regarding proposed new Nicaraguan tariff which would 
increase duties on products of American origin. 

Sept. 28 | To the Chargé in Nicaragua (tel.) 520 
(58) Request for information relating to Nicaraguan legislative 

ratification of proposed agreement. 

Sept. 29 | From the Chargé in Nicaragua (tel.) 521 
(158) Information in reply to Department’s telegram No. 58, Sep- 

tember 28. 

Sept. 29 | To the Chargé in Nicaragua 521 
(140) Advice, in connection with a recent Nicaraguan press item, 

that in the trade agreement studies now in progress, no consid- 
eration is being given to any plan for the barter or exchange 
of commodities. 

Oct. 2 | From the Chargé in Nicaragua 521 
(511) Comments made by Foreign Minister and President Sacasa in 

regard to proposed new Nicaraguan tariff. 

7897386—52—_—_-4
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1934 
Oct. 19 | To the Chargé in Nicaragua 522 

(151) Advice, in reference to conversation reported in despatch No. 
496, September 26, that U.S. policy remains that of uncondi- 
tional most-favored-nation treatment, with exception to that 
rule only in favor of Cuba. 

Nov. 21 | From the Chargé in Nicaragua 523 
(613) Conversations with President Sacasa regarding his plans for 

revising the tariff in order to meet the Government’s need for 
added revenues and to prevent the markets from being flooded 
by Japanese goods. 

Nov. 26 | To the Chargé in Nicaragua 525 
(167) Explanation of sugar quota situation, for use in case the sub- 

| ject should come up in conversations with Nicaraguan officials. 

PourticaL Unrest In Nicaracua; Pouicy or tHe Unirep States Nor To 
INTERFERE IN NICARAGUAN INTERNAL AFFAIRS 

1934 
Feb. 51] From the Minister in Nicaragua (tel.) 526 

(37) Conversation with the President, who expressed his concern over 
a letter recently received from bandit leader Sandino, and also 
over the tactless attitude currently being displayed by the Guar- 
dia Nacional. President’s intention to send for Sandino for a 
frank discussion. 

Feb. 9| From the Minister in Nicaragua (tel.) 527 
(44) Advice that Sandino has agreed to come to Managua to have 

a frank discussion with the President. 

Feb. 14} From the Minister in Nicaragua (tel.) 527 
(48) Delay in Sandino’s arrival; rumors of tense feeling between 

the Guardia and Sandinistas in Matagalpa region. 

Feb. 20 | From the Minister in Nicaragua 528 
(102) Prolonged negotiations between Sandino and President Sacasa 

regarding the situation arising from expiration of the peace pact 
of February 2, 1983; view of the Guardia that Sandino should 
turn over all his arms and munitions to the Guardia. 

Feb. 22 | From the Minister in Nicaragua (tel.) 529 
(57) Report of machine gun attack on Sandino and companions by a 

detachment of the Guardia, and of Sandino’s alleged removal to 
a military prison; concern felt by Presidential circles over the 
apparent lack of discipline in the Guardia and threat of possible 
reprisals by Sandino’s followers. 

Feb. 22 | From the Minister in Nicaragua (tel.) 531 
(58) Advice that Sandino and several of his companions were killed 

in the attack reported previously and that relations between the 
President and Somoza, Jefe Director of the Guardia, have become 
severely strained. 

Feb. 22 | From the Minister in Nicaragua (tel.) 532 
(60) Information that Congress has declared a state of seige.
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1934 
Feb. 22 | From the Minister in Nicaragua (tel.) 533 

(61) Indications of Somoza’s ambitions for the Presidency, and 
inquiry as to the possibility of issuing a statement on Depart- 
ment’s policy of nonrecognition of revolutionary governments. 

Feb. 23 | To the Minister in Nicaragua (tel.) 533 
(14) Department’s belief that it would be inadvisable at the present 

time to issue the statement suggested in telegram No. 61, 
February 22. 

Feb. 23 | From the Minister in Nicaragua (tel.) 533 
(62) Advice that there have been no disorders in Managua following 

Sandino’s death, although situation is still somewhat tense. 

Feb. 23 | From the Minister in Nicaragua (tel.) 534 
(64) Improvement in relations between Somoza and President 

Sacasa as result of a conference between them, at which it was 
agreed that the former would conduct an investigation into the 
Sandino killing. 

Feb. 23 | From the Minister in Nicaragua (tel.) 535 
(65) Request that Department consider releasing a statement of 

U.S. policy toward nonconstitutional governments, in order to 
: quiet anti-American feeling in Managua and to check any 

possible military move against the Government. 

Feb. 24 | From the Minister in Nicaragua (tel.) 536 
(67) Further arguments in favor of the issuance of a U. 8. policy 

statement. 

Feb. 25 | From the” Minister tn* Nicaragua’ tel.) 537 
(69) Details on the political situation, including evidence of General 

Somoza’s subordination to the President’s authority. 

Feb. 25 | Fiom the Minister in Nicaragua (tel.) 537 
(70) Advice that General Somoza, his staff, and other Guardia 

officers called on the President and reiterated their oath of 
allegiance to him. 

Feb. 25 | From the Minister in Nicaragua (tel.) 538 
(71) Inquiry by an American aviator as to whether his citizenship | 

would be in jeopardy if he were to pilot a plane, chartered by 
the Guardia, to drop bombs on the Sandinistas. 

Feb. 26 | To the Minister in Nicaragua (tel.) 538 
(15) Explanation of Department’s view on suggestion for a state- 

ment on U.S. policy of nonrecognition of revolutionary govern- 
ments. 

Feb. 26 | From the Minister in Nicaragua (tel.) 539 
(73) Voluntary surrender of many Sandinistas to the Guardia in 

operation in the vicinity of Wiwili. 

Feb. [26] | From the Minister in Nicaragua (tel.) 540 
(76) Information that the President is taking steps to transform 

the Casa Presidencial into virtually an armed camp, and that cit- 
izens of Managua cannot reconcile his actions with the Guardia’s 
recent oaths of allegiance and Somoza’s assurance of loyalty.
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1934 
Feb. 27 | From the Minister in Nicaragua (tel.) 541 

(78) Nicaraguan feeling that the United States favors the Guardia 
as contrasted with the Government. 

Feb. 28 | From the Minister in Nicaragua (tel.) 542 
(79) Provisions of a bill drafted by the Nicaraguan Congress 

which, if enacted, would give legal status to the Guardia. 

Mar. 1 | From the Minister in Nicaragua (tel.) 543 
(80) Joint efforts of the U. 8., Mexican, and Salvadoran Ministers 

to persuade the President to issue an order to the Guardia along 
lines of the proposed Congressional bill. 

Mar. 1 | From the Minister in Nicaragua (tel.) 546 
(82) Advice from the President that an order to the Guardia, in 

substantially the same terms as the draft law, is ready to be signed 
and has been accepted by General Somoza. 

Mar. 2 | To the Minister in Nicaragua 547 
(37) Department’s views relative to the inquiry recently made by 

an American aviator in Managua as communicated in Minister’s 
telegram No. 71, February 25. 

Mar. 2 | From the Minister in Nicaragua (tel.) 548 
(83) Conversation with the President regarding the general con- 

dition of the country. 

Mar. 5 | From the Minister in Nicaragua (tel.) 548 
(85) Advice that the President has reduced some of the defensive 

measures described in telegram No. 76, February 26. 

Mar. 21 | From the Minister tn Nicaragua (tel.) 549 
(99) Foreign Minister’s statement that Secretary Hull, while in 

Montevideo, indicated that the Department would have no 
objection to reorganization of the Guardia in any manner de- 
sired by the Nicaraguan Government; request for Secretary’s 
views thereon. 

Mar. 22 | To the Minister in Nicaragua (tel.) 550 
(27) Expression of position in reply to Minister’s telegram No. 99, 

March 21. 

Mar. 26 | From the Minister in Nicaragua 550 
(147) Support of Department’s position with respect to the Guardia. 

Apr. 9 | From the Minister in Nicaragua (tel.) 551 
(106) President’s appointment of his brother as Chief of Staff of the 

Guardia. 

Apr. 12 | From the Minister in Costa Rica (tel.) 551 
(23) Information of Costa Rican press interview with a Sandino aide 

who alleged that the American Minister in Nicaragua was the 
true chief of the Guardia and one of the conspirators in the 

| Sandino killing; inquiry as to whether Department plans to refute 
the allegations. 

(Footnote: Telegram repeated to Nicaragua.) 

Apr. 13 | To the Minister in Nicaragua (tel.) 551 
(82) Advice that Department has cabled the Minister in Costa Rica, 

with reference to his No. 23, April 12, that it does not intend to 
| dignify such absurd stories by the issuance of a denial.
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1934 
May 4 | From the Minister in Nicaragua 552 

(192) Conversation with ex-President Moncada, during which De- 
partment’s policy in relation to the forthcoming elections was 
interpreted to him as being that of absolute noninterference; | 
request for Department’s opinion as to correctness of the inter- 
pretation. 

May 21 | To the Minister in Nicaragua | 554 
(78) Approval of Minister’s interpretation of Department’s policy. | 

June 14 | From the Minister in Nicaragua 554 
(273) Continued circulation of rumors in Nicaragua as to U.S. sup- 

port of the Guardia and Somoza’s political activities. 

June 19 | From the Minister in Nicaragua (tel.) 556 
(130) Press report that Somoza has admitted responsibility for the | 

death of Sandino. 

June 22 | From the Minister in Nicaragua (tel.) 556 
(131) Request for authorization to issue a statement (draft text 

printed) denying all the rumors which have been circulated re- 
garding U.S. interference in Nicaraguan political affairs. | 

June 23 | To the Minister in Nicaragua (tel.) 557 
(37) Authorization to make the suggested statement, with certain 

modifications. 

June 24 | From the Minister in Nicaragua (tel.) 558 
(133) Suggested amendment to the statement as modified by De- 

partment. 
(Footnote: Department’s approval of amendment.) 

June 25 | From the Minister in Nicaragua (tel.) 558 
(184) Advice that statement as approved by Department will be 

released for publication in the evening press. 

EMBARGO ON THE SHIPMENT OF ARMS AND MounITIONS TO NICARAGUA CONTINUED 
AT THE REQUEST OF THE NICARAGUAN GOVERNMENT 

1934 
May 22 | From the Minister in Nicaragua ; 559 

(224) Recommendation, in the light of present circumstances in 
Nicaragua, that the embargo on exportation of arms and muni- 
tions of war be lifted entirely. 

June 6] To the Minister in Nicaragua _ | 560 
(86) Instructions to inform President Sacasa that Department Is 

contemplating lifting the embargo and hopes that such action will 
be agreeable to him. 

July 10 | From the Minister in Nicaragua 561 
(316) President Sacasa’s desire that embargo not be lifted at the 

present time; suggestion, therefore, of a procedure whereby ship- 
ments of war material be made only when requested through and 
approved by the Nicaraguan Legation in Washington.
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1934 
July 30 | To the Minister in Nicaragua 563 

(110) Department’s willingness to adopt the procedure suggested, 
and instructions to notify the Nicaraguan Government accord- 
ingly. 

Aug. 16 | From the Minister in Nicaragua (tel.) 563 
(144) Reiteration of recommendation contained in despatch No. 

316, July 10, concerning future U.S. policy in regard to ship- 
ments of arms and ammunition to Nicaragua. 

Aug. 17 | To the Minister in Nicaragua (tel.) 564 
(50) Advice that U. 8. future policy as indicated in instruction No. 

110, July 30, will take effect as soon as Department learns of its 
formal acknowledgment by the Nicaraguan Government. 

Aug. 25 | From the Chargé in Nicaragua (tel.) 564 
(148) Receipt of formal acknowledgment from the Nicaraguan Gov- 

ernment. 

PROLONGATION OF THE LirE OF THE NICARAGUAN CLAIms CoMMISSION 

1933 
June 9 | To the Minister in Nicaragua 565 

(579) Instructions to communicate to the Nicaraguan Government 
the Department’s views relative to prolongation of the life of the 
Claims Commission beyond the end of the year. 

June 30 | From the Minister in Nicaragua 566 
(1846) Transmission of copy of a bill presented to Congress by the 

Finance Minister providing for continuation of the Claims Com- 
mission until not later than June 30, 1934, and for extension of its 
jurisdiction. 

July 29 | To the Minister in Nicaragua 567 
(618) Department’s approval of the bill which has now been enacted 

into law, except for the time limit for filing claims, and with cer- 
tain other understandings. 

Aug. 23 | From the Minister in Nicaragua 568 
(1429) Conversation with the British Chargé regarding his Govern- 

ment’s probable objections to article 6 of the new law. 

Sept. 9 | From the Chargé in Nicaragua 569 
(1452) Nicaraguan reluctance to accept certain of Department’s 

reservations to the new law. 
1984 

Mar. 10 | From the Minister in Nicaragua (tel.) 570 
(96) Information that a new law has been passed extending the time 

limit for presenting claims to the Commission. 

June 26 | From the Minister in Nicaragua 571 
(293) Opinion of Judge Stanley, President of Claims Commission, 

relative to cash settlement of Commission’s awards, and his 
suggestion that representations be made to the Nicaraguan Gov- 
ernment along these lines.
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1934 
July 13 | From the Minister in Nicaragua 572 

(823) Status of a bill now before Congress providing for extension 
of the life of the Commission to August 31. 

(Footnote: Signature of the bill by the President July 17.) 

July 17 | To the Minisier in Nicaragua 572 

(101) Expression of belief, in connection with Judge Stanley’s sug- 
gestion, that formal representations for cash settlement of awards 
are not warranted in the present circumstances. 

Aug. 24 | From the Chargéin Nicaragua 573 
(420) President Sacasa’s opinion that the National Bank of Nica- 

ragua will extend a loan for cash settlement of all pending awards 
in the Commission; status of a bill before Congress to extend the 
life of the Commission to December 31. 

Sept. 13 | From the Chargé in Nicaragua 574 
(468) Advice that the National Bank has approved the loan re- 

quested by the Nicaraguan Government. 

DISCLAIMER BY THE DEPARTMENT oF State or ANY SpeciAL RELATIONSHIP 
Wirn Respect ro THE FINANCIAL AFFAIRS OF NICARAGUA 

1933 
Nov. 14 | From the Nicaraguan Minister of Finance 575 

Memorandum (text printed) expressing Nicaraguan desire to 
reduce the expenditures of certain institutions, including the 
Guardia Nacional and the Customs Collectorship. 

1934 
July 25 | From the Minister in Nicaragua 577 

(358) Advice that the Collector General of Customs has been asked 
to refrain from submitting his annual and monthly reports on 
funds to the U. 8S. Secretary of State, as this gives a false im- 
pression of present U. 8.-Nicaraguan relations; inquiry as to 
Department’s views in the matter. 

Sept. 27 | To the Chargé in Nicaragua 579 
(134) Information that the Department, after an exhaustive study, 

has concluded that no special relationship with respect to financial 
affairs of Nicaragua now exists between the United States and 
Nicaragua; that a note (text printed) has been addressed to the 
Nicaraguan Chargé in this sense. 

Sept. 27 | To the Chargé in Nicaragua 579 

(135) Authorization to inform Collector General of Customs that the 
action reported in despatch No. 358, July 25, meets with Depart- 

| ment’s approval.
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1933 
Dec. 16 | From the Secretary of State to the Acting Secretary of State 581 

Receipt of a memorandum from the Panamanian Foreign 
Minister (text printed) listing certain questions and proposals | 
left pending following the visit of President Arias to President | 
Roosevelt in October 1938. 

(Footnote: Information that the Secretary was in Monte- 
video.) 

1934 
Mar. 16 | From the Panamanian Minister for Foreign Affairs 584 

Request that the United States, in its consideration of pending 
questions, give preference to those relating to radio communica- 
tions, commercial activities of the Panama Railroad Company, 
and building of a trans-Isthmian highway. 

Apr. 18 | From the Panamanian Minister 587 
Views relative to Panama’s aspirations to establish her own 

radio telegraph stations and suggested bases upon which an 
agreement to this end might be reached with the United States. 

Apr. 24 | From the Minister in Panama (tel.) 590 
(71) Advice that the Panamanian Minister in Washington has been 

instructed to suggest to the Department that minor differences 
between Panama and the United States be settled by administra- 
tive action before discussions are held on the proposed radio 
communications convention. . 

July 238 | To President Roosevelt (tel.) 590 
Inquiry as to whether the President has reached any decision, 

after his talks with President Arias, on Panamanian right to 
engage in ship to shore radio service and opportunity to furnish 
food supplies to ships transiting the Canal. 

(Footnote: Information that President Roosevelt was aboard 
the U. 8. 8. Houston on a Caribbean cruise.) 

Undated | From President Roosevelt (tel.) 591 
Advice that no final decision was reached with President Arias 

on the two points referred to in telegram of July 23. 

Sept. 22 | From the Panamanian Minister 591 
Submission of a draft convention on radio communications and 

a draft article modifying certain provisions of article 2 of the 
treaty of 1903 between Panama and the United States relative to 
construction of the Panama Canal. 

Oct. 4 | To the Secretary of War 592 
Communication of President’s views on extension of U. S. 

political jurisdiction over New Cristobal and on disposition of 
certain lands not required by the activities of the Canal and the 
Panama Railroad Company. 

Oct. 24 | From the Panamanian Minister 592 
President Arias’ appointment of a Commission for furthering 

negotiations with the United States leading to the conclusion of 
treaties for permanent regulation of relations between the two 
countries. 

Oct. 25 | To the Minister in Panama 593 
(179) Transmission of copies of draft documents submitted by the 

Panamanian Minister on September 22.
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1934 
Oct. 30 | To the Panamanian Legation 593 

Indication of reasons why the United States cannot accept the 
Panamanian draft article modifying certain provisions of article 
2 of the 1903 treaty. 

Oct. 31 | To the Panamanian Minister 595 
Comments on U. S. offer of a basis of agreement on all ques- 

tions which have given rise to misunderstandings in the past 
between Panama and the United States. 

Nov. 5 | Press Release Issued by the Department of State 595 
Announcement that the first of a series of conferences has been 

held between U. 8. and Panamanian officials looking toward 
agreements for the removal of differences arising from the con- 
struction and operation of the Panama Canal. 

Nov. 8 | From the Panamanian Minister 596 
Acknowledgment of Department’s memorandum of October 

30; detailed considerations in support of the Panamanian position 
relative to its draft article. 

Dec. 1 | From the Panamanian Legation 603 
Discussion of clause in the Panamanian draft article which 

proposes alleviation of the inequalities in treatment of Pan- 
amanian citizens employed by the Canal and the Panama 
Railway Company. 

Dec. 4 | From the Chief of the Division of Latin American Affairs to the | 608 
Assistant Secretary of State 

Transmittal of the Panamanian memorandum of December 1, 
and suggestion that the Panamanian conferees might be in- 
formed of U.S. willingness to cooperate insofar as is feasible in 
improving employment conditions of Panamanian citizens. 

Dec. 27 | From the Minister in Panama 609 
(548) Account of conversations with the Foreign Minister and the 

President, both of whom voiced disappointment over the ap- 
parent lack of progress in the Washington conversations. 

OBJECTIONS BY PANAMA TO RECEIVING PAYMENT OF THE PANAMA CANAL ANNUITY 
IN DevALUED DOLLARS 

1934 
Jan. 17 | Memorandum by the Chief of the Division of Latin American Affairs | 612 

Conversation with the Panamanian Minister, who requested 
that the Canal annuity of $250,000 due on February 26, be paid 
on a gold basis; also that the difference between annuity on a 
gold basis and annuity in “‘legal tender’’ be paid directly to the 
Panamanian Government rather than to the Fiscal Agent. 

Jan. 25 | From the Chief of the Division of Latin American Affairs to the | 613 
Assistant Secretary of State 

Transmittal of memorandum of January 17, and submission of 
views and recommendations relative to the Panamanian request.
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19384 
Feb. 21 | To President Roosevelt 616 

Memorandum (text printed) embodying U. 8S. views on 
Panama’s request, and suggestion that substance of the mem- | 
orandum might be orally communicated to the Panamanian | 
Minister by the Chief of the Latin American Division. | 

(Footnote: President’s concurrence in suggestion.) 

Feb. 26 | Memorandum by the Chief of the Division of Latin American Affairs | 617 
Explanation of U. S. views to the Panamanian Minister, who 

set forth his country’s position and requested a conference with 
U.S. officials to discuss the matter further. 

Feb. 28 | Memorandum by the Chief of the Division of Latin American Affairs | 619 
Conference between U. S. officials and the Panamanian 

Minister, who stated that the Fiscal Agent of Panama had been 
instructed to decline to receive the U. 8S. payment of $250,000 
made on February 26. 

Feb. 28 | Memorandum by the Panamanian Minister, Handed to the Depart- | 620 
ment of State, March 1, 1934 

Insistence of Panama on U. 8S. legal obligation to pay the 
Canal annuity in gold dollars of the weight and fineness of the 
year 1904. 

Mar. 2 Memorandum by the Chief of the Division of Latin American | 623 
ffairs 

Telephone conversation with the Panamanian Minister, who 
reported a Cabinet decision to devote to the service of its loans 
the additional payment which it expects to receive through pay- 
ment of the annuity on a gold basis. 

Mar. 2 | From Sullivan & Cromwell 624 
Information that Mr. Cromwell, Fiscal Agent of Panama, has 

deemed it necessary upon advice from the Panamanian Govern- 
ment to return the check tendered by the United States on Febru- 
ary 26. 

Mar. 20 | To President Roosevelt 624 
Suggested procedure for dealing with the situation which has 

arisen over U.S. payment of the Canal annuity, and inquiry as to 
whether procedure meets with President’s approval. 

(Footnote: President’s approval of the procedure.) 

Mar. 31 | To the Minister in Panama (tel.) 625 
(29) Advice of procedure decided upon by the United States for 

| dealing with the Canal annuity matter. 

(Note: Final settlement of the matter by article 7 of the gen- | 626 
eral treaty of friendship and cooperation between the United | 
States and Panama, signed March 2, 1936.) |
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1933 . 
Nov. 13 | From the Minister in Panama (tel.) 626 

(160) Advice that U. S. Navy is now prepared to turn over its radio 
stations at La Palma and Obaldia to the Panamanian Government 
but suggests certain changes in installations, and wishes Legation 
to make informal inquiries of the Panamanian Government as to 
its views. 

Nov. 21 | Yo the Minister in Panama (tel.) 627 
(105) Information that Department perceives no objection to infor- 

mal inquiries being made. 
1934 

Jan. 29 | From the Minister in Panama (tel.) 627 
(14) Conversation with the Foreign Minister, who stated that 

Navy’s conditions are not acceptable to Panama because of their 
effect on radio stations’ freedom of action. 

Feb. 4 | From the Minister in Panama (tel.) 627 
(19) Submission to Foreign Minister on February 2 of an informal 

draft agreement covering transfer of radio stations. Comments 
on opposing views of Navy and Panama regarding ship to shore 
service. 

Feb. 4 | From the Minister in Panama 628 
(106) Further information regarding Panamanian desire for an ample 

measure of independence in her radio facilities. 

Feb. 9 | From the Minister in Panama (tel.) 629 
(23) Résumé of Foreign Office memorandum setting forth Pana- 

manian views on the draft agreement submitted on February 2. 

Mar. 3 | From the Minister in Panama 630 
(142) Report on efforts made to reconcile conflicting views of the 

Navy and the Panamanian Government, and decision that no 
further approach should be made to Panama pending further in- 
structions from Department. 

Mar. 10 | From the Minister in Panama 634 
(146) Recent informal conversation with President Arias during 

which he expressed his desire for the use of a broadcasting set in 
his own office for the delivery of weekly addresses on Government 
activities. 

Mar. 23 | Jo the Minister in Panama (tel.) 635 
(25) Decision to wait until agreement has been reached on the gen- 

eral question of radio control in Panaina before sending further 
instructions on the proposed transfer of stations at Obaldia and 
La Palma. 

May 2 | From the Minister in Panama 635 
(213) Transmission of an amended draft agreement covering transfer 

of the two radio stations, text of which was agreed upon during a 
conference held with Naval officials on April 29. 

July 6 | From the Minister in Panama (tel.) 637 
(124) Request for instructions as to presentation to the Panamanian 

Government of draft agreement transmitted in despatch No. 218, 
May 2. 

July 7 | To the Minister in Panama (tel.) 638 
(74) Reiteration of Department’s position as set forth in telegram 

No. 25, March 28.
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1934 
Nov. 3 | From the Minister in Panama 638 

(476) Note filed with the Foreign Office (text printed) protesting 
against a speech recently delivered by a public official of Colon 
which contained slurring remarks against the United States. 

Nov. 6 | From the Minister in Panama 639 
(478) Foreign Office reply dated November 6 (text printed) disclaim- 

ing liability or sanction on behalf of the Government for state- 
ments of a municipal officer. 

Nov. 20 | To the Minister in Panama 640 
Opinion that action of filing a formal protest against the speech 

of a Panamanian municipal employee was inadvisable in the cir- 
cumstances. 

URUGUAY 

PRELIMINARY Discussions RESPECTING A TRADE AGREEMENT BETWEEN THE 
UNITED STATES AND URUGUAY 

1934 . 
Jan. 16 | From the Minister in Uruguay 641 

(574) Transmittal of Uruguayan Government’s draft text of pro- 
posed commercial treaty with the United States, and of a proposal 
regarding quotas and import restrictions advanced by the Under 
Secretary of State for Foreign Affairs. 

Jan. 31 | Memorandum by the Secretary of State 643 
Conversation with the Uruguayan Chargé, during which the 

Secretary outlined the general situation of the United States in 
regard to entrance into reciprocity treaties. 

July 18 | Memorandum by the Secretary of State of a Conversation With the | 644 
Uruguayan Minister 

Secretary’s explanation of the difficulties which must be over- 
come before actual development of trade agreements can be con- 
sidered. 

Aug. 9 | From the Chargé in Uruguay 644 
(698) Information relating to the importance to be attached to 

exports of meat in any treaty negotiations carried on with Uru- 
guay. 

Errorts OF THE DEPARTMENT OF STATE To SEcURE EQuiTasLe TREATMENT 
FOR AMERICAN INTERESTS WirH Respect To Uruguayan EXcHANGE 
RESTRICTIONS 

1934 ; 
Apr. 6 | To the Minister in Uruguay (tel.) 647 

(22) Request for opinion as to the advisability of making representa- 
tions to the Uruguayan Government with reference to discrimi- 
nation against American trade, allegedly being practiced in the 
matter of foreign exchange allotment. 

Apr. 11 | From the Minister in Uruguay (tel.) 647 
(27) Opinion that it would be unwise to make any representations 

before elections take place on April 19.
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URUGUAY 

E¥FFoRTS OF THE DEPARTMENT OF StaTE To Secure EquitasLeE TREATMENT 
FOR AMERICAN INTERESTS WiTH ReEspEecT To URuGUAYAN EXCHANGE 
REsTRIcTIONS—Continued 

Date and Subject Page 

1934 
June 1 | From the Consul General at Montevideo 648 

(501) Figures on allotments of exchange to American interests for the 
first four months of 1934, and totals of Uruguayan exports to the 
United States for the same period for comparison therewith. 

July 3 | To the Chargé in Uruguay (tel.) 650 
(30) Notification of the forthcoming special mission to certain 

South American countries of John H. Williams, economist of the 
Federal Reserve Bank of New York, for the purpose of investigat- 
ing exchange problems, and of possibility of his including Mon- 
tevideo if time permits. 

July 10 | To the Chargé in Uruguay (tel.) 650 
(31) Press reports from London that American interests in Uruguay 

are being jeopardized by British-Uruguayan foreign exchange 
negotiations; instructions to discuss the matter with the Foreign 
Minister. 

July 12 | From the Chargé in Uruguay (tel.) 651 
(47) Conversation with Foreign Minister, who stated that the Uru- 

guayan Government was insisting upon retaining sufficient ex- 
change for other than British indebtedness. 

July 13 | From the Chargé in Uruguay (tel.) 651 
(48) Foreign Minister’s advice that Uruguay is now offering to give 

Great Britain 90 percent of sterling exchange and to retain the 
balance of 10 percent for use in allocation of exchange to other 
countries. 

July 13 | From the Chargé in Uruguay 652 
(670) Further conversations with Foreign Minister, during which he 

gave the impression of considerable anxiety as to Uruguayan 
ability to resist British pressure for allocation of all sterling ex- 
change. 

July 16 | From the Chargé in Uruguay 653 
(673) Acknowledgment of telegram No. 30, July 3, relative to the 

Williams mission, and opinion that Mr. Williams’ presence in 
Montevideo would be of positive importance. 

July 17 | Tothe Ambassador in Brazil (tel.) 654 
(83) For Williams: Urgent request that time be found for a visit to 

Montevideo in view of recent developments in the Uruguayan ex- 
change situation. 

July 19 | To the Chargé in Uruguay (tel.) 655 
(32) Opinion that Uruguayan allocation of only 10 percent of ster- 

ling exchange.to countries other than Great Britain would con- 
stitute discrimination against American interests; instructions to 
discuss this with the Foreign Minister. 

July 20 | From the Chargé in Uruguay (tel.) 655 
(49) Conversation with the Under Secretary of Foreign Affairs, who 

advised that no decision has yet been reached in the sterling ex- 
change matter. 

July 23 | From the Chargé in Uruguay (tel.) 655 
(50) Conversation with the Foreign Minister, who stated definitely 

that equal treatment would be extended to American interests.
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URUGUAY 

EFFORTS OF THE DEPARTMENT OF State To Secure EqQuiraBLE TREATMENT 
FoR AMERICAN INTERESTS WitTH Respect tro UruauayaN ExcHaNGE 
REstTRIicTIions—Continued 

Date and Subject | Page 

1934 
July 31 | From the Chargé in Uruguay 656 

(685) Details of the visit of the Williams mission to Montevideo and 
the series of conferences held with Uruguayan Officials and rep- 
resentatives of American interests. | 

Aug. 8 | From the Chargé in Uruguay (tel.) ; | 659 
(4) Advice that a Uruguayan decree for the control of free ex- 

change will become effective on August 15. 

Oct. 5 | To the Chargé in Uruguay 660 
(287) Transmittal of a copy of Williams’ report on the Uruguayan | 

exchange situation, and request that an investigation be made 
in accordance with certain suggestions contained in the report. 

Oct. 17 | From the Chargé in Uruguay 661 
(794) Conversation with the Director of the Bank of the Republic 

regarding the possibility of a total removal of exchange restric- 
tions in Uruguay. 

Oct. 20 | From the Chargé in Uruguay 662 
(802) Detailed information in answer to Department’s request con- 

tained in instruction No. 287, October 5. 

Dec. 11 | From the Chargé in Uruguay 664 
(871) Transmittal of report on the balance of payments between the 

United States and Uruguay. 

‘



CHILE 

EFFORTS OF THE DEPARTMENT OF STATE TO SECURE EQUITABLE 
TREATMENT FOR AMERICAN INTERESTS WITH RESPECT TO 

CHILEAN EXCHANGE RESTRICTIONS * | 

825.5151/132 : Telegram 

The Ambassador in Chile (Sevier) to the Acting Secretary of State 

SANTIAGO, January 5, 1934—6 p. m. 
[ Received 8: 20 p. m. | 

1. The following was left at the Foreign Office: 

“Recently during the course of discussions concerning the question 
of exchange facilities the Foreign Office made the following tentative 
suggestions towards according the American Government satisfaction 
on exchange matters. 

The Chilean Government, recognizing that its commerce and [omis- 
sion] in the United States are not subject to any exchange control 
restrictions, would undertake to accord reciprocal treatment to the 
United States by lifting entirely all control or exchange restrictions 
with reference to genuine American interests in Chile. This would 
include the removal of these restrictions both as to exchange for the 
current needs of American commerce and for the repatriation of recog- 
nized American funds. 

In view of the nature of the retirement funds of Americans the 
_ repayment of these funds would be subject to special treatment. 

In order that the suggested solution may be placed before the Sec- 
retary of State may the Embassy be authorized to present this solution 
as a concrete proposal on the part of the Chilean Government ?” 

The Minister of Foreign Affairs authorized me yesterday to present 
this as a concrete proposal on the part of the Chilean Government. 

The plan does not remove entirely the discriminatory effects on our 
commerce of Chile’s compensation agreements. Neither does it grant 
us the relatively small percentage of exchange at the preferential rate 
now obtained by countries with blocking agreements, but the door 
would not be closed to private agreements such as in Brazil. 

However, the agreement does have the great merit of asserting the 
principle of trade free from exchange control and it is believed would 
constitute an important step towards breaking down compensation and 
exchange restrictions in Chile. Furthermore, it would eliminate the 
disadvantage inherent in any blocking arrangement aiming to accord 

* Continued from Foreign Relations, 1938, vol. v, pp. 103-158. See also section 
entitled “Special Mission of John H. Williams To Investigate Foreign Exchange 
Problems in Argentina, Brazil, Chile, and Uruguay,” ibid., 1984, vol. 1v, pp. 390 ff. 
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us preferential exchange which can be obtained only at the expense 
of other American interests doing business in Chile. The proposed 
arrangement would be fair to all classes of American interests and 
would not later prejudice the movement of exchange should a settle- 
ment be reached in favor of American holders of Chilean bonds. 

I have discussed this proposal with the Secretary. While he does 
not desire to go into technical details he approves the principle of the 
proposal as an important step looking towards the removal of trade 
barriers. 

I feel that the proposal represents a sincere and courageous effort 
to give us satisfaction and that it is about the maximum we can hope 
to obtain. The advantages towards Chilean-American trade and 
relations far outweigh, in my opinion, the disadvantages and I recom- 
mend that it be accepted as a basis for an agreement. 

Please instruct by cable. 
SEVIER 

825.5151/132 : Telegram 

The Acting Secretary of State to the Ambassador in Chile (Sevier) 

WasuHINGToN, January 6, 1934—3 p. m. 

v7. Your urgent telegram No.1, January 5,6 p.m. The Department 
is not clear what the scope of the Chilean proposal is and desires fur- 

ther clarification. How would the Chilean proposal affect an importer 
of American goods who sought foreign exchange to pay for them? 
What would be the attitude of the Exchange Control Commission 
toward his request for exchange? Would the exchange be granted to 
such importers in unlimited amounts and if not upon what principle? 
Does proposal mean that the Exchange Control Commission will con- 
tinue arbitrarily to decide what amounts it will grant to American 
interests? Or does the proposal merely mean free access to the boot- 
leg market, and an opportunity to make private agreements, which is 
the de facto situation at present? What advantage does the Chilean 
Government allege would be obtained by private agreements? What 
is meant by “genuine American interests[ ?]” 

PHILLIPS 

825.5151/1323 : Telegram 

The Ambassador in Chile (Sevier) to the Acting Secretary of State 

SANTIAGO, January 9, 1934—5 p. m. 
[Received 6 p. m.] 

8. Department’s telegram No. 7, January 6,3 p.m. The scope of 
the proposal contemplates the removal of all control and restrictions
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with regard to the purchase of exchange for the needs of American 
business. This includes current business, frozen credits and other 
transfers. Exchange for American needs would no longer be subject 
to the Exchange Control Commission. This means that our commerce 
would be on a free basis; that an importer of American goods would 
unrestrictedly purchase the exchange required wherever available and 
that exchange for American business could be obtained in unlimited 
amounts subject only to the normal laws of supply and demand. In 
operation the Chilean Government would need only to be satisfied 
that transactions under the agreement were not effecting the transfer 
of non-American funds, hence the insertion of the word “genuine”. 

While no immediate advantages are apparent in private agreements 
the proposal does not preclude them later if found desirable. 

American interests which have been discreetly sounded on the gen- 
eral principle contained in the proposal view it with favor. Among 
other reasons they appreciate the great advantage of being able to 
liquidate their frozen assets legally and as they desire rather than 
awaiting a possible future liquidation at a preferential rate. Before 
undertaking to work out the mechanical details the Foreign Office de- 
sires to be informed whether principle is acceptable to the United States 
Government as a basis for negotiations. Please instruct by cable in 
this respect. 

SEVIER 

825.5151/1324 : Telegram 

The Acting Secretary of State to the Ambassador in Chile (Sevier) 

WASHINGTON, January 11, 1934—6 p. m. 

10. Your telegram No. 3, January 9, 5 p.m. Does the Chilean 
proposal mean that the Exchange Control Commission will continue 
to allot to American interests the same share of available exchange 
as heretofore and that, in addition, persons desiring to remit funds 
to the United States will have legal access to other sources of exchange 
such as the bootleg market? The point of particular importance is 
whether persons desiring to make remittances to the United States 
would receive treatment no more unfavorable, at the hands of the 
Exchange Control Commission, than they have received in the past. 
Would the Chilean proposal include assurances on this point? 

As we see it at present, the Chilean proposal offers merely that 
in addition to what they now receive from the Exchange Control 
Commission, persons desiring to remit funds to the United States 
would have (1) legal access to bootleg market, (2) right to use ex- 
change obtained therein for any purpose desired, that is, for frozen 

credits or other transfers. 

789736—52—5
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You may say to the Chilean authorities that this Government is 
not yet in a position either to reject or accept the proposal, but that 
it will be given sympathetic consideration if formulated in precise 
language. 

Has a similar proposal been made to the British Embassy and, if so, 
have you any information as to the attitude of the British Govern- 
ment thereto? 

PHILLies 

825.5151/1383 : Telegram 

The Ambassador in Chile (Sevier) to the Acting Secretary of State 

SANTIAGO, January 138, 1934—noon. 
[Received 2:10 p. m.] 

4, Department’s telegram No. 10, January 11,6 p.m. The principle 
of the proposal is to remove as concerns American interests all ex- 
change control and restriction, thus establishing reciprocal treatment 
concerning exchange. In other words, the Chilean Government would 
undertake unequivocally to do away with all exchange control as 
far as American interests are concerned placing our commerce virtu- 
ally on the same basis as it was prior to the establishment of exchange 
control in 1931. 

In addition to the advantages set forth in your paragraph 2 there 
should be added the following which have been confirmed in con- 
versations with the Foreign Office: 

(1) The abolishment as concerns American interests of the Ex- 
change Control Commission whose pernicious influence upon Chile- 
American trade and relations is only too well known to the Depart- 
ment. The exchange requirements of American interests would be 
subject not to any arbitrary allocation of the present commission but 
would be obtained for any purpose in the export draft and bootleg 
markets limited only by the economic law of supply and demand. 

(2) The legalizing for our commerce of the favorable de facto 
situation regarding export drafts. At present purchases of these 
drafts for imports are authorized in unlimited amounts because of 
an excess supply. This, however, is merely countenanced as a matter 
of Government convenience and can be restricted at any time. 

(3) The legalizing of the transfer of frozen credits. While at 
present a few big interests have been able to repatriate funds in the 
export draft market through special confidential and extra legal 
arrangements with the Government, many concerns and particularly 
the smaller ones have hesitated to do so fearing subsequent prose- 
cution. 

(4) Transfers of frozen funds at the current commercial rates 
without the premium of about 15 per cent now paid the Government 
on such transactions. 

(5) Most important is the restoration of Chile-American economic 
relations to a free basis by the removal of the artificial trade barrier 
of exchange control and restriction.
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Your paragraph 3. The Embassy is uncertain whether the Depart- 
ment’s apparent reluctance to express its position in regard to the 
principle of exchange liberalization involved in the Chilean proposal 
is because of certain considerations of general policy extraneous to 
Chile or because it was not satisfied as to the full scope of the pro- 
posal. I believe that the Chilean Government is disposed to give us, 
in working out the details, the formal assurances which we may 
require to put the arrangement successfully in operation but I feel 
we should decide now whether the general principle involved is 
acceptable before asking the Chilean Government to elaborate details. 

The Chilean Government made subsequently a similar proposal to 
the British, and the Embassy has recommended its acceptance stating 
that “the proposal offers a practical basis for a solution to our 
exchange problems in Chile”. The British Foreign Office is now 
considering the proposal. 

SEVIER 

825.5151/133 : Telegram 

The Acting Secretary of State to the Ambassador in Chile (Sevier) 

WasHINGTON, January 16, 1934—6 p. m. 
13. Your No. 4, January 13. Department’s position as conveyed 

in previous cables to you is not complicated by any considerations of 
general policy either related to Chile or extraneous to Chile. It 
merely still feels unable to measure the meaning of the Chilean 
proposal. 

As we understand it, the Chilean Government offers to permit pur- 
chasers of American goods and those who wish to remit frozen funds 
to the United States freely to do so. But as long as there is an Ex- 
change Commission functioning, and exporters of Chilean products 
must turn over to that Commission the main proceeds of their foreign 
sales, how satisfactory an opportunity does this offer to purchasers 
of American goods? That is the primary question under consider- 
ation here. , 

Is the Department to understand that all exporters to the United 

States and to all countries other than those with which Chile has 
compensation agreements will be absolved from turning over their 
exchange to the Exchange Commission whereby it will become avail- 
able in the bootleg market for purchase by those who wish to import 
from the United States or to transfer funds to the United States? 

The Department would be inclined to accept the Chilean proposal 
in principle, subject to agreement on details, provided the answer to 
the question set forth in the preceding paragraph is in the affirma- 
tive and provided that the Chilean Government will undertake not
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to diminish the amount of foreign exchange thus available to Ameri- 
can interests, by the conclusion of new compensation agreements or 
otherwise. 

Please keep Department informed of British position. 
PHILLIPS 

825.5151/134 : Telegram 

The Ambassador in Chile (Sevier) to the Acting Secretary of State 

SANTIAGO, January 19, 1934—4 p. m. 
[Received 10 p. m. | 

7. To confirm our understanding, the substance of the Department’s 
telegram No. 18, January 16, 6 p. m. was discussed fully at the Foreign 
Office. The Under Secretary stated that an [in?] order legally to 
permit purchases of American goods and remittances to the United 
States the Chilean Government would modify either by virtue of an 
international treaty or appropriate legislation the monetary law under 
which the Exchange Control Commission now operates. This measure 
would remove exchange control and import and export restrictions 
with countries such as the United States, not imposing similar restric- 
tions. However, control would be retained on transactions with 
countries having compensation agreements or imposing restrictions on 
Chilean trade. 

Your paragraph[s] 2 and 3. The proceeds of sales to countries not 
imposing restrictions would not be turned over to the Commission but 
would be available in the free market. Importers of American goods 
or those transferring funds to the United States would still have free 
access to any available unblocked exchange arising from transactions 

with countries imposing restrictions. It is understood that the bank 

acceptances of the nitrate industry will be practically liquidated by 
March and it is estimated that $2,500,000 will be returned to Chile 

during the present year which will be available in the export draft 

market. Specifically then the purchaser of American goods would 
have a legal right without any restriction to make purchases desired. 

Today they have no right, the recent liberality of the Commission being 

due exclusively to Government convenience in view of the excess supply 

of exchange availabilities. 
Your paragraph 4. Chile is not in a position to make a formal 

commitment that the amount of exchange available to American 

interests as indicated above will not be diminished by new compensa- 

tion agreements. In order not to lose its European markets it has 

already been and is still being forced to conclude such arrangements. 

However, even though Chile should refuse to make any others it would 

result in no gain to us in current business since the countries denied
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such arrangements would undoubtedly prohibit imports from Chile. 
This would mean not only the reduction of Chile’s purchasing power 
abroad and a direct loss to American copper and nitrate industries but 
the possible impairment of our enormous stake in Chile. We must 
therefore take into consideration the special aspects of our problem. 
Obviously some exchange would be removed from the free market 
through the conclusion of new compensation treaties. On the other 
hand as indicated above there will be important new sources of ex- 
change. It is believed that exchange availabilities will be sufficient to 
cover American goods within Chile’s very limited import purchasing 
power. 

Stated in my telegram No. 1, January 5, 6 p. m. is that our frozen 
commercial assets would not be liquidated at the preferential rate 
created through blockage arrangements. In this connection it would 
be pointed out that in the German Treaty about to be signed ? the term 
commercial credits has been extended to include unliquidated govern- 
ment and municipal public works contracts. 

While the Chilean offer to us on the eve of concluding further com- 
pensation agreements would appear paradoxical, in reality it indicates 
only too clearly the strong pressure being exerted on this country and 
which the Foreign Office itself admits it is unable to resist. To be 
effective therefore our attack against compensation systems should be 
centered even more in Europe than in Chile. 

The British Embassy to receive instructions from London next week. 
In the meantime it is sending copies of its cables to the British Embassy 
in Washington. 

SEVIER 

825.5151/134 : Telegram 

The Secretary of State to the Ambassador in Chile (Sevier) 

WASHINGTON, January 25, 1934—noon. 

14. Your No. 7, January 19, 4.00 p.m. Department still does not 
feel itself in possession of a sufficiently systematic analysis of Chilean 
trade relationships and commitments to measure the results of the 

Chilean proposal. Inasmuch as the Chilean Government by its control 
of foreign exchange is alone in a position to interpret quantitatively 
its recent proposal you will please request the appropriate Chilean 
authorities to supply you with official estimates for 1933 of the totals 

below-mentioned, in order that this Government may be in a position 
adequately to Judge the value of the Chilean proposal to American 
interests: 

* Signed December 26, 1934; Germany, Reichswirtschaftsministerium, Deutsches 
Handets-Archiv, 1935, p. 582.
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(1) Total exchange created by Chile’s exports and otherwise, 
including the total amount segregated for various national interests 
under compensation agreements ; 

(2) Amounts so segregated ; 
(3) Amount to which persons desiring to make transfers to the 

United States would have access on a free competitive basis. 

At the same time you may convey the Department’s opinion that 
a solution might be found if Chile would decide to divide foreign 
countries into two classes: (1) Countries which would look for their 
exchange solely to compensation agreements; (2) countries which 
would derive their exchange solely from the free market. In accord- 
ance with this idea, would the Chilean Government agree that access 
to the free exchange market would under its proposal be available 
only to countries in the second category? Otherwise it would appear 
that countries having compensation arrangements would not only be 
definitely assured certain quantities of exchange under those arrange- 
ments, but also would be in a position to compete for exchange avail- 
able in the free market, largely supplied by sales of Chilean goods to 
the United States. On the other hand those wishing to make transfers 
to the United States not only would have no definite assurance 
through compensation agreements but would have to compete even 
in the free market with countries which do have such agreements. 
The Department is loath to believe that such can be the intention 
of the Chilean Government. Please discuss this point further with it. 

In the Department’s judgment the importance to the American 
trade interest of the American owned nitrate enterprises in Chile 
should not be overestimated, since contrary to the usual tendency 
of such companies to purchase in the United States the proceeds from 
nitrate sales under the compensation agreements are being used to 
finance imports from countries other than the United States. 

Hou 

825.5151/186 : Telegram 

The Ambassador in Chile (Sevier) to the Secretary of State 

SANTIAGO, January 27, 1934—noon. 
[Received 1:10 p. m.| 

11. Your telegram No. 14, January 25, noon. The Chilean Govern- 
ment has been requested to supply the official estimates for exchange 
and has promised to do so as soon as possible. In the meantime ref- 
erence is made to page 2, enclosure 2, despatch No. 25, December 27th, 
containing estimates of exchange availabilities for 1983. ‘These indi- 
cate, in millions gold pesos of 6 pence: 

* Foreign Relations, 1938, vol. v, p. 151. os
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1. Total exchange created 181. 
2. Segregated through compensation agreements 42, composed of 

nitrate blockage 18, and blockage other products 24. 
8. And foreign amounts available in free market 139. From this 

must be deducted an estimated 20 representing exchange for Govern- 
ment expenses abroad and for imports of certain non-American prime 
necessities. Thus there was available in the free market approxi- 
mately 119. 

Your paragraph number 2. The Department’s opinion that a solu- 
tion might be found if accessibility to the free exchange market is 
limited to countries not having compensation agreements has been 
conveyed to the Foreign Office which has again expressed satisfactory 
assurances on this point. 

SEVIER 

825.5151/144a : Telegram 

The Secretary of State to the Ambassador in Chile (Sevier) 

WasHIneTon, February 5, 1934—6 p. m. 

18. Representatives of Baldwin Locomotive Works called at the 
Department this afternoon and stated that despite provision of re- 
cently concluded German-Chilean compensation treaty stipulating 
the use of export rate of exchange for new business, Chilean Govern- 
ment may possibly guarantee a lower rate of exchange for the pur- 
chase of German locomotives even at a higher price than that offered 
by the Baldwin people in order to promote nitrate sales to Germany. 

Please confer at once with Wessel Duval, representatives of Bald- 
win, and if in your judgment discrimination seems probable, discuss 
this matter informally with appropriate Chilean officials and ask 
that there be no discrimination against American interests which 
desire to compete on even terms with other foreigners in Chile. 

Hu. 

825.5151/145 : Telegram 

The Ambassador in Chile (Sevier) to the Secretary of State 

Santraco, February 6, 1934—noon. 
[Received 1:10 p. m.] 

17. Your telegram No. 18. The question has been discussed with the 
representatives of Baldwin and an interview with the Foreign Office 
has been arranged for tomorrow. In the meantime the Baldwin rep- 
resentative[s] believe it will be helpful for the Department to talk 
to the Chilean Ambassador who was formerly Director General of 
Railways and who might be disposed to cable his Government recom-
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mending the continued use of Baldwin equipment. The contract will 
probably be awarded shortly after the return of the Minister of 

Finance from leave on Thursday. 
SEVIER 

825.5151/147 : Telegram 

The Ambassador in Chile (Sevier) to the Secretary of State 

Santiago, February 8, 1934—noon. 
[Received 12:05 p. m.] 

18. I discussed informally the substance of the Department’s tele- 
gram No. 18, February 8 [5], 6 p. m., with the Minister for Foreign 
Affairs requesting that there be no discrimination against American 
interests. The Minister stated that he was not personally familiar 
with the question but that it would not be Chile’s policy to purchase 
German railway equipment at a higher price if the American equip- 
ment were equally satisfactory. He added that he would talk to the 
Minister of Finance as soon as the latter returned and would inform us 

further in the premises. 
SEVIER 

825.5151/145 : Telegram 

The Secretary of State to the Ambassador in Chile (Sevier) 

WasHINGTON, February 8, 1934—6 p. m. 

19. Your telegram No. 17, February 6, noon. The Department in- 
formally apprised the Chilean Ambassador of the circumstances sur- 
rounding the Baldwin bid and explained this Government’s viewpoint 
that its nationals should be given equal treatment with other foreign 
competitors for Chilean business. It was made clear to the Ambas- 
sador that all we ask is equality of treatment in the exchange matter. 
The Ambassador said that he would cable his Government immedi- 
ately, urging that no step be taken which might be construed as dis- 
criminatory and that American companies be given equal exchange 

treatment. 
Hou 

825.5151/134 supp.: Telegram 

The Secretary of State to the Ambassador in Chile (Sevier) 

Wasuinaton, February 17, 1934—2 p. m. 

21. Department’s telegram No. 14, January 25. The Department is 
prepared to accept for a trial period an undertaking by the Chilean
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Government along the lines of its proposal as amended to date. We 
understand that the Chilean Government is disposed to accord the 
following: | 

1. Lifting of all exchange control and trade restrictions with ref- 
erence to remittances to the United States. This means legal and free 
access to the unofficial and export draft markets for (a) repatriation 
of funds; (6) current commercial transactions. As regards (b) re- 
quests of persons seeking foreign exchange to pay for current pur- | 
chases of American goods would be honored by the competent Chilean 
authorities at most-favored-nation rates to the extent that such foreign | 
exchange is available. (We understand that in your conversations 
with the Foreign Office, the latter has expressed its willingness to 
guarantee that there shall be no discrimination in exchange rates ap- 
plicable to current and future transactions, as between the United 
States and other countries including those having compensation agree- 
ments. ‘This we regard as essential to protect our new business and 
the least that the Chilean Government can do in view of its unwilling- 
ness to bind itself not to conclude additional compensation agree- 
ments. ) 

2. Purchasers of goods from countries having compensation agree- 
ments will not be given legal access to the export draft market, outside 
of the provisions of the respective agreements, nor to the bootleg 
market. 

3. Within the spirit of the foregoing and bearing in mind that 
the United States does not discriminate against the commerce of 
Chile the Government of Chile will give sympathetic consideration 
to any private proposals which subsequently may be made by American 
commercial interests with a view to concluding an equitable agreement 
for the liquidation of frozen credits. 

4, 'The Chilean Government will undertake to facilitate the immedi- 
ate payment of and to grant priority in the allocation of foreign ex- 
change at the legal rate for sums owing to American citizens resulting 
from deposits in the Chilean Retirement Fund. 

In conveying No. 3 to the Chilean Government you will point out 
that the recent compensation agreement concluded with Germany ag- 
gravates the long continued discrimination against American interests 
in the matter of the rate of conversion of frozen credits, against which 
the United States, as Chile’s best customer, has protested and continues 
emphatically to protest. 

In order that we may be in a position to judge the fairness of these 
arrangements, would the Chilean Government be prepared to inform 
the Embassy monthly if practicable as to (1) the total exchange 
created by Chile’s exports and otherwise, (2) the amount segregated 
for various national interests under compensation agreements, (3) 
the amounts made available for purchases from the United States or 

remittances to the United States. 
Huu
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825.5151/170 

The Ambassador in Chile (Sevier) to the Secretary of State 

No. 54 Santiago, February 21, 1934. 
[Received March 1.] 

Sir: I have the honor to refer to the Department’s telegram No. 21, 
February 17, 2 p. m., 1934, informing the Embassy that it is prepared 
to accept for a trial period the proposal made by the Chilean Govern- 
ment to lift exchange control as concerns American commerce. The 
substance of the Department’s telegram was set forth in a Memo- 
randum, a copy of which is enclosed herewith,‘ and left at the Foreign 
Office to-day. As will be seen, the Memorandum follows closely the 
wording employed in the telegram except for one or two slight varia- 
tions. 

It was considered essential to change the text of point No. 1 in 
order to avoid any possibility of an interpretation limiting the scope 
of the agreement to the remittance of funds to the United States and 
thus excluding other transactions such as the re-export of consign- 
ment merchandise. The Department will recall the tremendous diffi- 
culties which the Embassy has had and continues to experience in 
obtaining the release of such merchandise. Each case has had to be 
argued separately since the Control Commission has refused to accept 
the authorization in any one case as the establishment of a precedent. 
Favorable action has been obtained only by repeatedly bringing pres- 
sure through the Foreign Office. It would be a very great benefit to 
the interested concerns faced with the problem of returning American 
goods unsaleable in Chile, if it is definitely established that the accord 
provides for the removal of trade restrictions as well as exchange 
control. 

The phrase “unofficial market” in point No. 2, has been changed to 
read “other sources of exchange.” This was done for the reason that 
it was not believed that the Chilean Government would be disposed 
or could recognize in a formal document the existence of the illegal 
unofficial or bootleg market. Hence, it was thought desirable to avoid 
the use of this term in an international agreement. 

Point No. 4 has been amplified in order to make a more specific 
statement concerning the rate of exchange. The employees who were 
obliged by law to contribute to the Retirement Fund Bank had the 
privilege of electing the currency in which their individual retire- 
ment funds would be constituted, that is, dollars or pesos, the dollar 
accounts, however, being penalized by receiving at first a lower rate 
of interest and subsequently no interest at all. As these funds were 
contributed at a time when a parity of exchange existed, a specific 

“Not printed.
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understanding should be reached, if possible, to provide a satisfactory 
rate for the repatriation of the peso accounts. It would appear only 
fair for the Chilean Government to allocate exchange at the official 
rate for this purpose. Although the total amount involved is rela- 
tively, small, it may be difficult to obtain from the Chilean Govern- 
ment the full measure of satisfaction desired. In the conversations 
which the Embassy has had on this point, the Foreign Office has been 
extremely vague and has indicated very little interest in giving relief 
to these small and deserving cases. 

This afternoon, in the absence of the Minister for Foreign Affairs, I 
went over the Memorandum with Mr. Ross, the Minister of Hacienda. 
Mr. Ross expressed himself most emphatically as desiring to give the 
United States complete satisfaction and to reach an understanding 
which would place the commercial relations of the two countries on a 
better basis. He stated that he realized that Chile’s future was bound 
up with that of the United States and that Europe was not interested 
in doing anything for Chile and in any event that it was too torn up by 
its continual bickerings and internal turmoils to give any sympathetic 
consideration to Chilean affairs. Taking up specifically the points in 
the Memorandum, Mr. Ross made the following comments: 

In regard to point No. 1 he stated that Chile was ready to lift im- 
mediately all exchange control restrictions as far as our current trade 
is concerned. It was also willing to lift the exchange restrictions in 
regard to frozen credits as had been promised, but in order to work 
out an orderly process for the transfer of these funds without demoral- 
izing the exchange market, it would be necessary for the Minister of 
Hacienda to know exactly what amount of money American firms or 
individuals desired to transfer and approximately over what periods 
of time. In answer to this point I informed the Minister that the 
Embassy had this information in its records but would of course have 
to obtain the consent of the firms involved before supplying it to the 
Chilean Government. 

With reference to the question of discrimination in exchange rates 
as between the United States and countries having compensation agree- 
ments, the Minister stated that a decree had been drafted and would be 
promulgated to-day or to-morrow, definitely fixing the rate of ex- 

change for all countries at the daily commercial rate of exchange based 
on the pound or the dollar. (This of course would not refer to the rate 
on frozen credits provided for in compensation agreements). He 
added that this would definitely preclude any discrimination as con- 
cerns current trade. 

With regard to point No. 2, the Minister stated there was no diffi- 
culty; that nations which had forced compensation agreements on 
Chile would be held strictly within the limitations of those agreements.
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In discussing point No. 3, Mr. Ross stated that there was no objec- 
tion as far as he could see to a private proposal being subsequently 

worked out. 
Point No. 4, with regard to the payment of American citizens hold- 

ing retirement funds seemed to present virtually the only real difficulty 
in the entire proposal. Mr. Ross stated that the Chilean Government 
was not in a position to repay all of the dollar accounts in their full 
value in dollars; that the Government would be prepared to repay 
dollar for dollar the holders of these accounts who had left Chile or 
depositors who planned to leave Chile immediately upon the with- 
drawal of their accounts. On the other hand, he felt that because 
of the great difference of purchasing power of the dollar in Chile and 
abroad, depositors who were domiciled in Chile should accept a settle- 
ment on a lower basis. 

With regard to the peso accounts he stated that the Chilean Gov- 
ernment would not be prepared to pay these at the old par value but 
that some arrangement for what he termed a fair rate of exchange 
would be worked out for the holders of peso accounts who were now 
living abroad or who would immediately leave the country upon pay- 
ment of these accounts. 

In reply to the Minister’s comments on this question I stated that I 
would of course transmit his proposal to Washington where it would 
be given sympathetic consideration but that as I knew that the Ameri- 
can Government was very interested in these very worthy cases, I 
could give no assurance that it would be acceptable. 

With regard to supplying the Embassy with monthly statistics on 
exchange matters, the Minister said that the Chilean Government 
would be perfectly willing to supply all the information which it 
could on this question. He pointed out, however, that the form in 
which the Government received its information from the Customs- 
house and other sources did not lend itself to breaking down into the 
statistics which we desired. For example, in the case of nitrate, the 
export statistics received by the Government would indicate on their 
face exchange created more or less equal to the value of nitrate sold 
whereas in actual fact, a large part of the proceeds of such sales was 
used in payment of financing costs and other charges against the 
industry and did not come back to Chile in the form of free exchange. 
A. somewhat similar situation also existed in regard to the copper 
companies. 

In conclusion the Minister again assured me of the very earnest 
desire of Chile to give satisfaction to the United States Government. 
In this connection he stressed the fact that Chile appreciated deeply 
the treatment which it was receiving at the hands of the American 
Government in allowing it to sell its products freely in our markets
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and that for this very reason it was most anxious that the United 
States should not obtain the impression that its commerce with Chile 
could be stimulated by adopting the bullying tactics of the European 
countries. He added that he felt that the United States had every 
advantage by accepting a proposal along the lines of the Chilean offer 
since, when world business increased, American commerce would be 
in a position immediately to benefit by this change, whereas countries 
with compensation agreements would be held by Chile strictly within 
those agreements. The Minister promised that the Chilean Govern- 
ment would reply point by point to the Memorandum which had been 
submitted. 

As a result of my interview I feel encouraged that we will be able 
to obtain from the Chilean Government an accord on exchange facil- 
ities substantially in conformity with the Department’s desires. As 
the form of any agreement which may be entered into has not been 
discussed with the Chilean Government the Department’s instructions 
or suggestions on this point would be helpful. It is presumed that 
the simplest and most satisfactory form would be through an exchange 
of notes. 

Respectfully yours, Hat SEVIER 

825.5151/164 : Telegram 

The Ambassador in Chile (Sevier) to the Secretary of State 

Santiago, February 21, 1934—7 p. m. 
[Received 8:50 p. m.] 

23. With reference to my telegram February 8, noon. Minister of 
Hacienda informed me this afternoon that the order for 20 railroad 
coaches will go to the American Company but that a decision has not 
been taken concerning locomotives. He added that the German bid 
is 20,000 pesos lower per locomotive than the American but that the 
question is still being studied. He gave me definite assurance that 
decision will be made exclusively on the merits of the offers without 
taking into consideration the promotion of nitrate sales to Germany. 

SEVIER 

825.5151/179 

The Ambassador in Chile (Sevier) to the Secretary of State 

No. 69 Santraco, March 14, 1934. 
[Received March 22. ] 

Sir: With reference to the third point of this Embassy’s Memoran- 
dum on the granting of exchange facilities to American commerce 
which was submitted to the Chilean Foreign Office under date of Feb-
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ruary 20, 1934,° in accordance with the Department’s telegram No. 21 
of February 17, 2 p. m., 1934, I have the honor to transmit herewith 
for the information and consideration of the Department, a copy of a 
report entitled “The Liquidation of American Frozen Credits,” * pre- 
pared by Merwin L. Bohan, Commercial Attaché, and Edward J. 
Sparks, III, Secretary of Embassy. This report was prepared with 
the idea of furnishing the Department with all available information 
on the frozen credit aspect of the exchange problem and of making 
concrete suggestions as to possible bases for the negotiation of a private 
arrangement for a more equitable solution of this particular phase of 
the general problem. 

The report discusses the desirability, as well as the possibility, of 
negotiating and concluding a private arrangement for the liquidation 
of American credits frozen in Chile at an agreed rate of exchange more 
favorable than the rate obtaining in the export draft or unofficial 
markets. Four possible methods are suggested for providing the 
necessary foreign exchange. The most acceptable arrangement, how- 
ever, appears to be the repayment by those holding credits of the 
peso advances made to the nitrate industry by the Central Bank of 
Chile, and the deposit to the account of the creditors at fixed intervals 
by the Nitrate Sales Corporation of the corresponding foreign 
exchange. The report also discusses the paramount question which 
would arise in any negotiations of this nature, namely, the rate of 
exchange at which conversions would be made, and suggests certain 
bases which might serve for negotiating and determining an equita- 
ble rate for conversion. The conclusion is reached that if these nego- 
tiations are to be attended with success, they should be initiated imme- 
diately and that at least an agreement on principle should be reached 
before the general arrangement now being discussed by the Embassy 
with the Chilean authorities is formally concluded. 

Respectfully yours, Hat SEVIER 

825.5151/174 : Telegram 

The Ambassador in Chile (Sevier) to the Secretary of State 

Santiago, March 17, 1934—3 p.m. 
[Received 7 p.m. | 

33. Referring to my despatch No. 54, February 21st, the text of the 
Foreign Office reply air mailed today.” The following summarizes 
point by point: 

1. Chile will remove as soon as it may be possible existing restric- 
tions on remittances and other transactions with the United States, 

° Not printed. me | 
"Text of Foreign Office reply not printed.
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will grant free access to the export draft market and perceives no 
objection to the use of new sources of exchange for American com- 
merce. (The Under Secretary explained orally that no mention had 
been made of the unofficial market since it is believed that it will cease 
to exist when the free market opens.) In order to prevent discrimina- 
tion in exchange rates on current business, blocked credits for new 
business under compensation treaties must be sold with a surcharge of 
250 per cent over the official rate thus making these rates virtually 
equivalent to the export draft rate. The surcharge will be modified 
as exchange conditions vary. The Government will make every effort 
to maintain this equivalency but it points out that the moneys with- 
held under compensation treaties are the property of private indi- 
viduals and that they, in order to liquidate those credits in the event 
of an exchange supply, might agree privately to transactions at rates 
lower than those fixed by the Government. The Government admits 
its inability to control such transactions. 

2. Agreed. Exception made that the purchase can be authorized 
if the current business blockage is exhausted and it involves a specific 
article unobtainable elsewhere. 

8. Insists upon making it clear that the Chilean Government has no 
objection whatsoever to concluding an agreement with the United 
States absolutely and entirely similar in character to the German 
agreement and that in signing that agreement it was its intention to 
accord equal treatment to other countries. But if the United States 
prefers free commercial interchange without restriction or control, 
Chile is not in a position to grant in addition a fixed rate of exchange 
for the liquidation of blocked credits. That commitment of this 
nature would constitute a discrimination against the countries having 
compensation agreements. That to authorize free unblocking and to 
fix at the same time a rate therefor would be to accord a privilege 
which it is not in a position to grant and which it has not granted to 
any other country. 

4. The Government will undertake to obtain from the Caja® the 
return of the dollar funds and the transfer of the peso funds at the 
export draft rate. It holds that since peso funds were invested under 
equal conditions with those of other foreigners and Chileans, it is not 
in a position nor would it be equitable to authorize their transfer at 
the official rate. | 

The Control Commission has been instructed to be prepared to 
furnish the statistical data requested. 

The reply concludes with the explanation that only a very small 
part of the value of Chile’s principal exports is available to the country 
and that from the export of nitrate and copper only the cost of pro- 
duction, representing a very small percentage of the value of the 
products exported, remains in Chile. 

The Under Secretary states that no decision has been taken as yet 
as to the manner of making effective the facilities which would be 
granted although he believes that it would be by virtue of a law.. 

The assurances regarding the maintenance of equivalency in ex- 
change rates on new business are insufficient and unsatisfactory. 

® Caja de Previsi6n de Empleados Particulares.
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While the Government is unable to control exchange rates in the 
smaller transactions, the bulk of the blockages arises from nitrate sales 
and since the Government exercises complete supervision over that 
industry it is in a position to guarantee that at least none of these 
transactions will be effected at a discriminatory rate. 

The position taken with respect to point 3 is unacceptable since it 
tends to preclude the conclusion of a private agreement for the liqui- 
dation of frozen credits. 

I cannot help but feel that the Minister of Finance believes that he 
can manipulate exchange to suit Chile’s conveniences and that by 
negotiating separately with the individual creditors he will get for 
Chile, at the expense of these creditors, appreciable advantages which 
could not be obtained through a new private agreement. The local 
representatives of American companies are distrustful of his motives. 
In this connection I desire to recommend careful consideration of the 
Embassy’s despatch No. 69, due Washington Wednesday, which dis- 
cusses the desirability of negotiating, simultaneously with the general 
agreement for exchange facilities, a private arrangement for the 
liquidation of frozen credits. 

SEVIER 

825.5151/183 

The Ambassador in Chile (Sevier) to the Secretary of State 

No. 77 Santiago, March 28, 1934. 
[Received April 5.] 

Sir: I have the honor to refer to my despatch No. 71 of March 17, 
1934,° reporting the status of our negotiations concerning the agree- 
ment to accord exchange facilities to American commerce. On its face 
the Memorandum of the Chilean Government setting forth its inter- 
pretation and modification of the proposal on exchange, seemed so 
unsatisfactory and appeared to depart so greatly from the spirit of 
the original offer that it was felt desirable to arrange for a long con- 
ference in an attempt to clear up the points at variance. On Saturday, 
March 24th, therefore, Mr. Scott, Mr. Sparks and Mr. Bohan had a 
long conversation with the Under Secretary for Foreign Affairs, Mr. 
Vergara, a record of which is enclosed.” 

This conversation brought out the fact that the unsatisfactory 
nature of the Chilean Government’s reply was due in part to a mis- 
understanding of the significance of the English text of our Memo- 
randum and partly to certain practical and reasonable considerations 
which became apparent when a closer study of actually putting the 

° Not printed ; but see telegram No. 33, March 17, 1934, 3 p. m., supra. 
** Not printed.
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plan into operation was undertaken. As a result of the conversation 
referred to above, and a further discussion which took place with 
Mr. Vergara yesterday, it is felt that the points which presented 
difficulties have been largely cleared up and that the Chilean Gov- 
ernment is in virtual agreement with us as to the substance of our 

proposal. 
Following the discussion on March 24th, in order to advance our 

negotiations a memorandum dated March 27th (Enclosure No. 2)™ 
was prepared at the Embassy embodying the revised ideas which had 
developed as a result of this discussion. This memorandum was sub- 
mitted to Mr. Vergara yesterday, who stated that it represented sub- 
stantially the basis of an exchange agreement satisfactory to Chile. 
He added that obviously the wording of portions of the memorandum 
were too discursive and explanatory in nature to be used as the final 
text of an agreement but that he felt that in substance the two govern- 
ments were virtually in agreement if the memorandum represented 
also a basis for an agreement acceptable to the United States 

Government. 
In explanation of the departures in the draft of the Memorandum 

dated March 27th from the Embassy’s Memorandum of March [Febru- 
ary? 20th, originally submitted, the following may be stated concern- 

ing each point. 
1. It will be noticed that the first sentence of point No. 1 has been 

changed to read that the Chilean Government agrees to lift “as soon 
as possible” all exchange control, etc. The insertion of this phrase 
was felt necessary because the Foreign Office feels that enabling leg- 
islation will be necessary to put on a strictly legal basis the lifting 
of the exchange control provided for in the agreement. While at 
first glance there may appear to be some objection to this, actually 
it is not believed that the point is of great importance since the Min- 
ister of Finance can and will give full effect to the agreement pending 
the time when the new exchange situation can be regularized through 
appropriate legislation. 

The next change which was made was in the deletion of the second 
sentence of point No. 1. Our discussions with Mr. Vergara brought 
out the fact that he entertained surprisingly strong objections to mak- 
ing any reference to sources of exchange other than the export draft 
market. He insisted that the only source of exchange controlled by 
the Government is the export draft market and to include reference 
to other sources would lead to great difficulties both because of internal 
legal considerations as well as in connection with Chile’s relations with 
other countries on exchange questions. He maintained that from our 
point of view it is not a practical consideration since if the commerce 

“ Printed on p. 24. 
789736—52-——6
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of the United States and Great Britain are placed on a free exchange 
basis, the unofficial sources of exchange are thus virtually done away 
with. The reasons for the strong objections entertained by the Under 
Secretary are not completely apparent, but it is felt that a satisfactory 
solution to this point can be reached by omitting the sentence embody- 
ing this reference. Such an omission leaves the commitment made 
by the Chilean Government to give us exchange free of restriction or 
control, fully as strong and unqualified and there would not appear to 
be any great loss from our point of view in meeting the Chilean Gov- 
ernment’s wishes on this point. 

Paragraph 2 of point No. 1 of the modified Memorandum is largely 
explanatory in character and presumably would not appear in this 
form in the final agreement. It was set forth in this Memorandum 
following the language employed in the Memorandum from the 
Chilean Foreign Office in order that there should be no misunderstand- 
ing as to the manner in which the rates would be determined. In our 
discussion of the rates of exchange the Under Secretary pointed out 
that as the amounts retained in compensation offices for imports into 
Chile are in effect the property of private individuals, the situation 
might arise in which these individuals would agree privately to an 

exchange rate lower than the rate fixed by the Government and that 
therefore in any agreement which might be reached the Government 
would have to note this exception, limiting its commitment to this 
extent. This point, in the Embassy’s opinion, is not of great prac- 
tical importance. It is obvious that a situation, though unlikely, 
might arise where private transactions would be made at rates different 
than the official rate. The bulk of exchange, however, arising through 
compensation agreements, is obtained from the sale of nitrates. As 
the Chilean Government can fully control the rate of exchange ob- 
tained through this source, it 1s felt that American commerce would 
be fully protected from discriminatory exchange rates if the Chilean 
Government would guarantee that any exchange created through the 
sale of nitrate would not be sold at rates lower than the equivalent 
of the export draft rate. For this reason a proviso to this effect was 
inserted as the last sentence of the last paragraph under point No. 1. 

2. In discussing point No. 2, Mr. Vergara insisted that it would be 
unwise to make a reference to the exclusion of purchasers of goods 
from compensation countries from other sources of exchange. The 
question involved here is the same point which was discussed under 
point No. 1, namely the opposition of the Chilean Government to a 
reference to other sources of exchange. Mr. Vergara again pointed 
out that the Government can control the export draft market but can- 
not control these other extra-legal markets. Furthermore, from his 
knowledge of the attitude of other countries who have negotiated com- 
pensation agreements, he stated that he felt sure that a reference of
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this sort would provoke retaliatory measures on the part of other 
countries who would then begin to raise their blockage quotas, perhaps 
even up to 100%, on Chilean nitrate. In our discussion on this point, 
it was pointed out that such an attitude on the part of compensation 
countries would be entirely unreasonable since whatever advantages 
we might be obtaining under the proposed agreement for free ex- 
change were at the cost of the United States’ foregoing the advantages 
obtained under compensation arrangements, advantages which these 
nations were now enjoying to our detriment. The Under Secretary 
did not deny the force of this argument but pointed out that it might 
be unwise to invite retaliatory measures on the part of compensation 
countries, which would be very harmful to American commerce as 
well as Chilean, when the point was of no real practical importance. 
It was of no practical importance for the reason that even though an 
attempt were made in an international agreement to dry up extra- 
legal sources of exchange for countries within the compensation sys- 
tem, such attempts would not be effective since experience had proved 
that legal obstacles notwithstanding, there will always exist a boot- 
leg market when the need for exchange is sufficiently strong. He 
confirmed our previous understanding that Chile would, however, ex- 
clude compensation countries from access to the export draft market. 

It is obvious that Chile is very anxious to avoid taking any step 
which might invite further bullying tactics on the part of European 
countries. While recognizing the very fair treatment which it is ob- 
taining from the United States in regard to the sale of its nitrate, 
Chile is fearful of losing any of its European nitrate markets. It 
is of course perfectly true that no international engagement will 
serve to eradicate the bootleg market or exchange if a real 
need exists for such a market and in view of the doubtful practical 
value of attempting to make reference to markets for exchange which 
are not controllable by the Chilean Government, it is felt that the 
reference to other sources of exchange at the end of point No. 2 
might be omitted without prejudice to the agreement from the Ameri- 
can point of view. 

3. Point No. 8 occasioned more discussion than any other point. 
The Chilean Government apparently read more into the point than 
had been intended and insisted on drawing the Embassy into dis- 
cussions of the details of possible arrangements which might be 
entered into between American holders of frozen credits and the 
Chilean Government. It was pointed out to the Under Secretary 
that the primary desire was that an agreement on exchange facilities 
should not be later on invoked by the Chilean Government as closing 
the door to advantageous private arrangements on the part of Amer- 
ican firms or individuals to liquidate their frozen credits; that it 
might be possible, for example, for these creditors or groups of them
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to work out arrangements on exchange matters over a period of time 
at rates more advantageous than the prevailing free market rates and 
that we would wish the Chilean Government to give sympathetic 
consideration to any such proposals. The Under Secretary appeared 
to feel that somehow this statement involved a definite commitment 
as to the point of view of the Chilean Government which might prove 
embarrassing or untenable later on. After much discussion, how- 
ever, he finally agreed to accept point No. 3 without change of wording 
as originally embodied in the Embassy’s Memorandum. 

4. The Under Secretary had apparently been impressed with the 
seriousness with which the American Government viewed the question 
of relief for Americans having deposits in the retirement fund and 
appeared to view favorably a provision following the lines of point 
No. 4 in the modified Memorandum. It will be noted that following 
this provision the Chilean Government would agree to repay Ameri- 
cans having dollar deposits when such payments are due. The reason 
this language was inserted was because the law governing the repay- 
ment of these deposits contains certain conditions governing the time 
at which they are to be repaid; for example, one provision provides 
for the repayment of depositors after they have been outside of Chile 
for a period of one year. It is felt that if the Chilean Government 
is willing to agree to point No. 4 as now worded, we will obtain a 
more satisfactory arrangement in regard to these payments than has 
heretofore seemed possible. It will be noted that the language of the 
new point No. 4 shifts the burden of payment to a definite obligation 
on the part of the Government rather than on the part of the Caja 
which does not have funds available to meet these payments. 

There have been indicated above the changes in phraseology of the 
proposal drafted by the Embassy which the Chilean Government 
feels are essential to make it acceptable. In my opinion, these changes 
do not represent an attempt to offer us less than contemplated in the 
original proposal. Rather they are due to the development of cer- 
tain practical or legal difficulties in putting the proposal into oper- 
ation which were not entirely foreseen at the time when the general 
principle of the granting of exchange free from all control was sug- 
gested. It is not believed that in meeting the wishes of the Chilean 
Government the substance of the agreement, from the American point 
of view, will be lost. Indeed, in some respects the amended proposal 
represents a more concrete and satisfactory draft than that of the 
Embassy Memorandum of February 20th. Therefore, unless the 
Department perceives objections which are not apparent to the 
Embassy, it is recommended that the Memorandum of March 27th 
be accepted as embodying the general terms of a satisfactory proposal 
following closely the lines of the Department’s telegraphic instruc-
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tion No. 21 of February 17, 2 p. m., 1934. It should be understood 
of course, that in tentatively accepting the Memorandum referred to 
above, the Under Secretary made it clear that for the sake of con- 
ciseness, if for no other reason, there would be certain changes in the 
text and that his Government was not to be considered as accepting 
absolutely textually the Memorandum as it stands. He added, how- 
ever, that if the Memorandum were acceptable to the Department, 
there appeared to be practically no divergence in any essential points 
between the two governments. On our side it was made clear that no 
definite assurance could be given as to the Department’s viewpoint 
thereon. 

In view of the foregoing I have the honor to request that the 
Embassy be informed by telegram whether the Department desires 
it to proceed on the above basis to work out a draft of an exchange 
of notes, subject to the Department’s approval, such an exchange of 
notes to constitute a modus vivendi in regard to exchange matters 
between the two governments pending the time when a definitive 
commercial treaty can be concluded. 

In recommending the acceptance of the above proposal the 
Embassy desires to make it clear that it feels the proposal is about 
the best we can obtain, all conditions being considered. It is believed 
that it satisfactorily takes care of the requirements for our current 
trade, certainly within the limited external purchasing power which 
we may anticipate in Chile for the next few years. We must frankly 
face the fact, however, that such an agreement does not very satis- 
factorily solve the problem of American frozen credits which at the 
best we can anticipate will be transferred at approximately the pre- 
vailing export draft rate. Obviously liquidations of frozen accounts 
at this rate represent an acceptance of a loss on the part of American 
business firms involved ranging up to 6624%. Local American firms 
realize that they cannot hope to obtain rates comparable to the official 
rate of exchange obtaining through compensation agreements. They 
do feel, however, that in all fairness, they should be able to liquidate 
their back accounts at rates substantially more favorable than the 
prevailing export draft rate. 

Our discussions with the Foreign Office have made it apparent that 
the Chilean Government will not be disposed to enter into arrange- 
ments with private firms for the transfer of their frozen assets at 
preferential rates. While the Embassy will of course lend its good 
offices in any proper way toward assisting American firms in reaching 
a favorable arrangement, it is not believed that the Chilean Govern- 
ment will grant favorable rates of exchange unless the American 
Government is disposed to assert very strong pressure. 

Respectfully yours, Hau Sevier
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[Enclosure] 

Memorandum Submitted by the American Embassy to the 
Chilean Foreign Office 

1. The Chilean Government agrees to lift as soon as possible all 
exchange control and trade restrictions as concerns American com- 
merce and interests. This means that individuals or firms desiring 
to make remittances or to effect other transactions with the United 
States would be able to do so freely without restriction or control. 
The requests of persons seeking foreign exchange to pay for current 
purchases of American goods would be honored at the most-favored- 
nation rate of exchange to the extent that such foreign exchange 
might be available. In this connection the Chilean Government, in 
conformity with the oral assurances already given, would guarantee 
that as regards current and future purchases abroad there would be 
no discrimination in exchange rates as between the United States and 
other countries, including those having compensation agreements. 

In order to prevent the discrimination which would result from 
the existence of different exchange rates with other countries, arising 
from the control of commerce which originates the establishment of 
compensation offices, the Government fixed the rate of exchange at 
which there must be sold the amounts withheld by the compensation 
offices and set aside for the import of merchandise into Chile, at 
250% of the official rate of exchange; this surcharge will be modified 
if the present exchange conditions vary. In this matter it equalized 
all rates of exchange for the amounts subject to compensation, and 
fixed a surcharge which establishes equivalency between those rates 
and that which obtains at the present time for the United States in 
the export draft market. 

The Chilean Government points out that the amounts retained in 
the compensation offices to be used for imports into Chile are the 
property of private individuals and that it could happen that these 
individuals might agree privately to exchange transactions at rates 
lower than those fixed by the Government. However, notwithstand- 
ing, the Chilean Government will make every effort to endeavor to 
maintain equivalency in the rates and it agrees to guarantee that any 
exchange created through the sale of nitrate or other products by the 
Nitrate Sales Corporation will not be sold at rates lower than the 
equivalent of the export draft rate. 

2. The Government agrees that purchasers of merchandise from 
countries having compensation agreements with Chile, shall not be 
accorded legal access to the export draft market. 

3. The Government agrees to give sympathetic consideration, 
within the spirit of the foregoing and bearing in mind that the United 
States does not discriminate against the commerce of Chile, to any
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private proposals which subsequently may be made by American 
commercial interests with a view to concluding an equitable agreement 
for the liquidation of frozen credits. 

4, With regard to Americans having dollar deposits in the Caja de 
Previsién de Empleados Particulares, the Chilean Government agrees. 
to repay such depositors in dollars when payments to them become 
due. Furthermore, the Government agrees to repay in dollars at the 
official rate of exchange the American holders of peso accounts resid- 
ing outside of Chile. 

Sant71aeo, March 27, 1934. 

825.5151/188 

The Ambassador in Chile (Sevier) to the Secretary of State 

No. 86 Santiago, April 11, 1934. 
[Received April 19.] 

Sir: I have the honor to refer to this Embassy’s despatch No. 77 
of March 28, 1934, reporting the progress of our negotiations con- 
cerning an agreement on exchange and to report the situation of the 
British in regard to their exchange problems. 

For the time being the British negotiations have reached somewhat 
of an impasse due to the fact that, while the British are insisting upon a 
full acceptance of the general principle of freedom from exchange 
control, on its side the Chilean Government is unwilling to sign a 
formal agreement on the principle until it shall have received a detailed 
statement of the amount of funds which the British desire to transfer 
and the names of the companies and individuals involved. It appears 
that the British Embassy, some weeks ago, submitted a global amount 
representing an estimate of British frozen credits, but the Minister of 
Finance refused to accept this figure, stating that it was far too large. 
The real difficulty is due to the fact that the British problem is some- 
what different than ours. In our case the frozen credits are repre- 
sented by actual cash in pesos, by very liquid assets which can be con- 
verted quickly into pesos, or by accounts which are owed in dollars but 
where both the debtor and the creditor are Americans, for example, 
the dollars owed by American concerns such as the electric light com- 
pany or the telephone company to pay service charges on their bonded 
indebtedness or for supplies and other dollar obligations. In addition 
to these there are dollar accounts which are owed by Chileans, but 
these are a relatively small percentage of the total. The British, on 
the other hand, are faced with the problem of repatriating a relatively 
large amount of sterling obligations which are owed by Chilean debt- 
ors. These debtors, shielding themselves behind the text of the mone-
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tary law, refuse to settle their sterling accounts except on the basis 
of supplying pesos to cover at the official rate of exchange, namely, 
about 50 pesos to the pound, instead of purchasing exchange in the 
open market at around 120 pesos to the pound. Specifically, the Brit- 
ish Embassy estimates British frozen assets as follows: 

(a) Sterling obligations owed by Chilean 
debtors..............4..-. 1,000, 000 Pounds 

(6) Bank loans............... 1,000,000 ” 
(c) Peso accounts such as bills of ex- 

change, current accounts due Brit- 
ish merchants, bank credits, etc., in 
liquid form.............. 62,000, 000 Pesos 

The Minister of Finance has endeavored to secure from British 
banks and the British Embassy a list of the funds whose transfer is 
desired, but it is understood that comparatively few of these transfers 
have been made, chiefly due to the fact that, unlike American creditors, 
the British are unwilling to accept a liquidation of their accounts at 
the current export draft rate. 
Although the Foreign Office has been prodding the British Em- 

bassy to secure a formal acceptance of the principle of free exchange 
by the Chilean Government, the Embassy is inclined to be complacent 
about the present situation. The logic of events here has brought it to 
virtually the same conclusion which we have also reached, namely that 
the de facto situation is not an unfavorable one, since: (@) current 
commerce can obtain ample exchange to cover its needs and to take 
care of any reasonable expansion due to better world conditions; in 
this respect exchange availabilities being better for us than for coun- 
tries limited by compensation treaties; (6) frozen assets can be freely 
repatriated at the current export draft rate, thus providing for a 
quicker liquidation, though at a much less favorable rate than in the 
case of compensation countries. Although British creditors appear 
to be more hopeful of obtaining a better rate than the current market 
rate for the liquidation of frozen assets, the British Embassy shares 
this Embassy’s view that preferential rates for this purpose could only 
be obtained should Great Britain decide to enter into compensation 
or blockage arrangements, a policy which that Government does not 
care to pursue. As stated above, the most serious problem which the 
British have is to find a fair solution for the settlement of the million 
pounds sterling accounts. 

This Embassy will of course continue to report any matters of in- 
terest developing in the exchange situation, but is not anticipating 
taking the question up again with the Foreign Office, pending the 
receipt of the Department’s instructions after it has had time to give 
consideration to the Embassy’s despatch No. 77. 

Respectfully yours, Hat Sevier
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825.5151/183 : Telegram 

The Secretary of State to the Ambassador in Chile (Sevier) 

WasHIneton, April 25, 1934—5 p. m. 

85. Your despatch No. 77, March 28. The Department will shortly 
send you a further instruction on this subject. It desires first to have 
from you an interpretation of the first sentence in item No. 1 of the 
memorandum (enclosure No. 2 of despatch referred to). Does this 
mean in your understanding and in the understanding of the Chilean 
Government that exporters in Chile who acquire dollars by sales in 
the United States will be free to dispose of those dollars wherever and 
however they desire without the intervention of the exchange control? 
Under this arrangement would the requirement be retained which 
Department understands exists at present whereunder foreign pro- 

ducers of minerals must remit to the exchange control a certain per- 
centage of the proceeds of all their sales? Also would any percentage 
of the proceeds of nitrate sales to the United States be blocked for 
special purposes, thereby preventing their reaching the free market ? 
If these requirements are still to be retained what percentage of pro- 
ceeds of sales of such producers will be freely disposable? Purpose of 
this inquiry is to make sure that this Government and the Chilean 
Government have the same understanding of the terms used in this 
sentence. 

Hui 

825.5151/191 

The Ambassador in Chile (Sevier) to the Secretary of State 

No. 95 Santraco, April 25, 1934. 
[Received May 3. ] 

Sir: I have the honor to refer to my despatch No. 86 of April 11, 
1934, and to report the following developments. 

Continuing its policy of encouraging the transfer of American 
frozen credits, the Ministry of Hacienda arranged last week with the 
Control Commission for the transfer of certain American funds on 
deposit with the National City Bank. These deposits represented 
accounts with the Bank and drafts which had been collected in pesos 
which heretofore could not be legally transferred. In all, approxi- 
mately 470,000 dollars worth of transfers were effected at the rate of 
25 pesos to the dollar. It had been expected that about a million 
dollars would be moved, but the Minister of Finance did not wish 
to send the rate of exchange too high and therefore closed down on 
further transfers for the time being. It is planned, however, to con- 
tinue to effect these transfers as exchange becomes available through 
the returns made from the sale of nitrate or from other sources.
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While the Chilean Government has offered the same facilities to 
British interests, up to now practically no British funds have been 
repatriated. As has been pointed out, the difficulty is largely due to 
the fact that their frozen credits are not in as liquid condition as are 
the American credits. Furthermore, they represent in great part debts 
owed by Chileans to British firms and the Chilean debtors are unwill- 
ing to purchase the necessary funds at open market rates. The Brit- 
ish Embassy states that it is anticipated that about a million pesos will 
be transferred within the next few days. From the diplomatic angle 
no progress on the part of the British appears to have been made. 
They still hope to effect a satisfactory agreement through an 
exchange of notes which will include provisions offering a solution to 
their problem of making their Chilean debtors pay sterling debts in 
effective sterling exchange. 

With the exception of obtaining adequate relief for Americans who 
have retirement funds with the Caja de Previsién de Empleados Par- 
ticulares, the de facto situation of exchange seems satisfactory from 
our point of view. Enough exchange is available to purchase such 
American goods as can be sold and as long as the present policy of the 
Chilean Government continues, American frozen credits are being 
slowly liquidated. At least, if the de facto situation is not entirely 
satisfactory to us neither is it to compensation countries. In a recent 
conversation, Count de Sartiges, the French Minister here, stated 
that he was very dissatisfied with the way the French compensation 
treaty 7 was working out and that he felt that the American approach 
to the problem was sounder than the French; that the opportunity for 
the sale of French merchandise to Chile was greatly restricted due 
to the compensation treaty. As France bullied Chile into the com- 
pensation treaty there is a certain poetic justice in laments of the 
French Minister. 

Respectfully yours, Hau SEVIER 

825.5151/193 : Telegram 

The Ambassador in Chile (Sevier) to the Secretary of State 

Santiaco, May 8, 1934—6 p. m. 
[Received 6:40 p. m.] 

44, Department’s telegram No. 35, April 25,5 p.m. The Chilean 

Government has replied: 

(1) Chilean exporters shall be able to dispose freely of the pro- 
ceeds of their sales to the United States except to purchase therewith 
goods from countries imposing restrictions on Chilean exports. 

Signed November 11, 1932, Journal Officiel de la République Francaise, 
November 22, 1932, p. 12164.
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(2) Private agreements with foreign producers of minerals have 
been and will continue to be made. 

(3) Total proceeds of nitrate sales in the United States will be at 
the free disposition of the exporter. 

(4) In view of the statements in numbers (1) and (2) above the 
Government feels that question (4) needs no further reply. 

The Embassy considers the foregoing satisfactory and within the 
spirit of the arrangement proposed and set forth in its memorandum 

(enclosure 2, despatch No. 77). 
SEVIER 

825.5151/183 : Telegram 

The Secretary of State to the Ambassador in Chile (Sevier) 

WasuHineton, May 22, 1934—7 p. m. 

38. In view of the considerations set forth in your despatch No. 77 
of March 28, 1934, and of the interpretation thereof supplied by the 
Chilean Government in your telegram No. 44, May 8, 6 p. m., this 
Government is disposed to accept the revised memorandum in sub- 
stance as a basis for an agreement. Accordingly, you may formulate 
in consultation with the Chilean authorities a draft text of the pro- 
posed agreement, which should be submitted to the Department for 
approval before signature. Since the arrangement is in a sense experi- 
mental it should contain a provision for termination on short notice, 

either 15 or 80 days. 
You should at the same time submit a memorandum to the Chilean 

Government referring to point 3 defining “an equitable agreement for 
the liquidation of frozen credits” and stating that this Government 
desires to make clear that in view of the fact that the United States 
does not discriminate against Chilean commerce it expects that its 
nationals will receive, as regards the liquidation of their frozen credits 
in Chile, treatment no less favorable than that granted to the nationals 

of any other country. 
For your information, the purpose of this statement is to put on 

record this Government’s position regarding the interpretation to be 

placed upon point 3 of the agreement. 
Horn 

825.5151/199 : Telegram 

The Ambassador in Chile (Sevier) to the Secretary of State 

Sant1aco, May 24, 1934—5 p. m. 
[Received 5:80 p. m.] 

46. Department’s telegram No. 38, May 22, 7 p.m. The Foreign 
Office has agreed to work out with the Embassy the draft for a suitable
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exchange of notes to give effect to a temporary agreement based on 
this Embassy’s memorandum of March 27.8 

With reference to the memorandum proposed in paragraph 2 the 
Foreign Office desires that it be made clear therein that the reference 
to most-favored-nation treatment in the liquidation of American 
frozen credits applies only to agreements reached outside of compensa- 
tion treaties. 

The Embassy assumes this is also the Department’s intention since 
all our negotiations have been predicated on this basis but to avoid 
possible misunderstanding please confirm by telegram. 

SEVIER 

825.5151/199 : Telegram 

The Acting Secretary of State to the Ambassador in Chile (Sevier) 

WasHINGTON, June 1, 1934—7 p. m. 

41. Your 46, May 24,5 p.m. Obviously this Government cannot be 
a party to any agreement which authorizes either expressly or 1m- 
pliedly discrimination against American nationals. It was precisely 
for this reason that the Department felt it necessary to place on record 
with the Chilean Government its position as set out in the memoran- 
dum mentioned in Department’s 38, May 22, 7 p. m., and consequently 
the Department cannot modify the memorandum in the sense sug- 
gested by the Chilean Foreign Office. 

PHILLIPS 

825.5151/201 : Telegram 

The Ambassador in Chile (Sevier) to the Secretary of State 

| SANTIAGO, June 2, 1934—3 p. m. 
[Received 3:20 p. m.] 

50. Department’s No. 41, June 1, 7 p.m. Insistence upon making 
the memorandum mentioned in the Department’s telegram 38, May 22, 
7 p.m. part of the agreement of course will result automatically in 
breaking off negotiations along the present lines since it involves a 
commitment by the Chilean Government which it is not in a position to 
make. The liquidation of frozen credits at exchange rates no less 
favorable than those granted to the nationals of any other country 
can be obtained only by the conclusion of a compensation treaty which 
the Chilean Government has always been willing to do. 

On the question of discrimination the Chilean position is that the 
agreement would do away with the de facto discrimination which we 
complain of as resulting from compensation treaties since much greater 

* Ante, p. 24.
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exchange would be available for our commerce than for that of coun- 
tries held strictly within the limits of availabilities obtained through 

compensation. 
As the Department was frankly informed in paragraph 4 my tele- 

gram No. 7, January 19, 4 p. m., and subsequent correspondence the 
proposed arrangement would not in itself provide for the liquidation 
of frozen credits at preferential rates. No further action will be taken 
pending receipt of the Department’s instructions. 

SEVIER 

810.5151 Williams Mission/18 

The Secretary of State to the Ambassador in Chile (Sevier) 

No. 52 Wasuineron, July 5, 1934. 

Sir: The Department has given much thought to the exchange 
negotiations with the Chilean Government, which are now pending. 
It has come to the conclusion that in connection therewith, as well as 
to study the exchange situation in Brazil and Argentina,” 1t would 
be well to have an expert in international exchange matters visit the 
three countries concerned in order to discuss the problems with our 
missions and the Governments in those countries. 

Accordingly, as you have already been informed telegraphically,* 

Mr. John H. Williams, Economist of the Federal Reserve Bank of New 
York, has been released by arrangement with the Federal Reserve 
authorities, and in company with Mr. Donald R. Heath of the Division 
of Latin American Affairs of the Department, departed on June 30, 
last, for Rio de Janeiro on the Western Prince. 

The present tentative schedule of Messrs. Williams and Heath, sub- 
ject to possible change through substituting flying for steamship or 
rail, is as follows: 

Leave New York June 30, Western Prince. 
Arrive Rio de Janeiro July 18. 
Depart from Rio de Janeiro July 28. 
Arrive Buenos Aires July 31. 
Depart from Buenos Aires August 5. 
Arrive Santiago August 5 or 6. 
Depart from Valparaiso August 10, on the Santa Maria of the 

Grace Line. 
Arrive New York August 28. 

_ The pertinent portions of Mr. Williams’ instructions are as follows: 

“Tn each of these (designated) countries the American diplomatic 
and commercial missions will be instructed to assist you in obtaining 

4 See vol. 1v, pp. 578 ff. 
® See ibid., pp. 511 ff. 
1% Telegram No. 50, July 3, 7 p. m., not printed.
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the fullest possible understanding of all aspects of the exchange con- 
trol situation, and to put you in touch with the local government 
authorities who are concerned in this matter. You in turn are in- 
structed upon your arrival in each of these countries to put yourself 
at the disposition of the head of the mission for the purpose of assist- 
ing him in the consideration of the exchange control situations with 
which he has been dealing and for the purpose also of working out 
with him the major lines of policy immediately to be pursued by this 
Government. You will find that these missions have given very con- 
siderable thought to the subject and have kept themselves closely 
advised.” 

Messrs. Williams and Heath are fully informed of the course of 
developments in Chile in connection with the negotiations relative 
to the exchange problem in that country. The Department trusts that 
the despatch of this mission will indicate to the Chilean authorities 
the importance which this Government attaches to the exchange prob- 
lem, which is an important factor in the trade relationship between 
it and Chile. The Department will await with interest the receipt 
of your and Mr. Williams’ reports and recommendations in connec- 
tion with this problem. 

Very truly yours, For the Secretary of State: 
Wieur J. Carr 

825.5151/201 : Telegram 

The Secretary of State to the Ambassador in Chile (Sevier) 

WASHINGTON, July 9, 1934—1 p. m. 

51. Your telegram No. 50, June 2,3 p.m. In view of the visit of 
Messrs. Williams and Heath of which you were apprised in telegraphic 
instruction No. 50, July 3, 7 p. m.,!” you may hold negotiations in 
abeyance pending an opportunity to discuss the matter with Mr. 
Williams. Consult the Department before taking further action. 

Hoi 

825.5151/211 

The Ambassador in Chile (Sevier) to the Secretary of State 

No. 152 SANTIAGO, July 18, 1934. 
. | [Received July 26. ] 

Sir: I have the honor to refer to point 4 on page 8 of this Embassy’s 
despatch No. 77 of March 28, 1934, despatch No. 79 of the same date %* 
and previous correspondence concerning the repayment of retirement 

Not printed ; see instruction No. 52, July 5, 1934, to the Ambassador in Chile, 
supra. 

* Letter not printed.



, CHILE 33 

funds of American citizens deposited in the Caja de Previsién de Em- 
pleados Particulares. I now have the honor to report that under date 
of May 30, 1934, that Institution informed its depositors holding ac- 
counts in sterling of American gold that in exercise of the authority 
conferred upon it by Article 13 of Law No. 5107 of April 19, 1982,7° 
it had converted their deposits into pesos on May 18, 1934, at the rate 
of exchange, namely 9.60 pesos to the dollar, fixed by the Central Bank 
of Chile on that day. In view of this arbitrary and unilateral action 
by the Caja and the fact that this question has been and still is the 
subject of diplomatic negotiations: with the Chilean Government, it 
was deemed necessary to request the Foreign Office to rescind the action 
taken by the Caja pending such time as the two governments might 
reach an agreement. A copy of my note is transmitted herewith. 

The Department will observe that the request of the Embassy for 
the rescission of the measures taken by the Caja to convert these funds 
without the consent of the depositors is based exclusively on the fact 
that the question is still the subject of diplomatic negotiations be- 
tween the two governments. In view of this fact it did not seem 
wise to complicate the negotiations at this time by entering into a 
technical discussion of the legal features involved. For the Depart- 
ment’s information it may be well, however, to review this phase 
of the subject. The pertinent Chilean legislation on this question 
is found in Article 138 of Law No. 5107 of April 19, 1932. In this 
Embassy’s note to the Foreign Office of April 11, 1932 (Enclosure No. 
1, Despatch 1141, April 18, 1932) *° the following reference was made 
to the article referred to above: 

«TV, 
“Article 13 converts the deposits in foreign money of the Caja de 

Previsién de Empleados Particulares into Chilean pesos. Many Amer- 
icans employed in Chile have been required by law to deposit a per- 
centage of their salary in the Caja and some of them have accepted 
a lower rate of interest in order to have their deposits in foreign 
currency. For them, therefore, the conversion of these deposits into 
Chilean pesos is a real hardship, especially in the cases of persons 
who have left the country.” 

The foregoing observations were made to the Foreign Office when 
Law No. 5107 was approved by the Chilean Congress but had not yet 
been signed by the President. In view of the representations on this 
point and because of other objectionable features in the proposed 
law, it was vetoed by the President and returned to Congress (see 
Enclosure No. 1, Despatch 1144, April 20, 1932).24_ With reference 

” Diario Oficial de la Republica de Chile, April 19, 1932, pp. 986, 987. 
” Not printed. 
“Despatch and its enclosures not printed.
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to Article 13 the President suggested that a paragraph be added which 
would take into account the situation of foreign employees who had 
left the country or who for any other reasons preferred to maintain 
their deposits in the currency in which they had been made. The 
proposed paragraph was as follows: 

“The deposits of foreign employees who do not wish to accept the 
operations authorized in the preceding paragraph shall not be in- 
cluded in those operations.” 

The Senate in rejecting this proposed amendment (see Enclosure 
No. 8, Despatch No. 1144 of April 20, 1932) states: 

“. . Furthermore, it is pertinent to recall that the conversion re- 
ferred to in Article 13 is an authorization which is conferred upon 
the Caja de Previsién de Empleados Particulares so that this institu- 
tion may, without any hindrance whatsoever (sin inconveniente 
alguno) exclude from the operation the deposits of the foreign em- 
ployees to which the Executive refers without the necessity of ex- 
pressly contemplating this idea in the law... .” 

After overriding the President’s veto with respect to the provision 
of the bill the then Minister of Hacienda published a statement which 
reads in part as follows: 

“.. The second modification (of the President’s veto message) 
refers to foreign employees who have deposited savings in gold at 
the Caja de Previsién de Empleados Particulares and who, by reason 
of their having left the country or for any other reason whatsoever, 
might not find it advantageous to have their deposits converted into 
local currency. The Senate considers that the exception which the 
Executive proposed is not necessary and, if it can be achieved without 
modifying the law, so much the better. . . .” 

It will be observed from the foregoing that in 1932 when the 
monetary bill was first passed by the Chilean Congress, both the Em- 
bassy and the Chilean Executive considered that Article 13 as worded 
could be interpreted as conferring upon the Caja authority to make 
the conversions with or without the consent of the depositors af- 
fected; that in order to dispel any such interpretation the Executive 
attempted to have the law modified in such a manner as to indicate 
clearly that the contemplated operation could be effected only with 
the consent of the interested depositors; and that from the statements 
made by the Senate and by the then Minister of Hacienda, Article 13 
as originally drafted and subsequently passed by the Congress, was 
apparently intended to grant authority to the Caja to make the con- 
version only with the consent of the depositors concerned. 

This question has been discussed with a prominent Chilean attorney 
who holds that the deposits of American citizens in dollars with the 
Caja de Previsién de Empleados Particulares is a bilateral contract.
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From this it follows in his opinion that while Article 13 of Law 5107 
confers upon the Caja authority to convert such deposits into local 
currency with the surcharge corresponding to the date on which such 
conversion is made, the operation itself can be effected only if the de- 
positor consents to the conversion inasmuch as bilateral contracts 
under Chilean law can be modified only with the agreement of both 
parties. 

Until May 30, 1934, the authority to convert the foreign currency 
funds had never been availed of. In discussing the problem of the 
repayment of these funds reference has been made to the authorization 
contained in the Law and at times there has been a veiled threat that 
the Caja might carry the provision into effect. On these occasions 
the attention of the authorities has been invited to the history of the 
legislation in question from which it would appear to be clearly in- 
dicated that the intent of Congress as well as of the Executive at that 
time was that depositors could not be forced to accept conversions but 
that such conversions could be made by the Caja with the consent of 
the depositors. 

During the course of the negotiations for an exchange agreement 
ways and means of effecting such payment have been discussed but 
at no time did the authorities suggest that the Caja might exercise 
unilaterally the authority conferred upon it by Article 18 of Law 
No. 5107. The determination of the Caja as set forth in the copy of 
its circular enclosed herewith ” comes, therefore, as a complete sur- 
prise and it is the belief of the Embassy that the action was taken 
without consultation with the Ministry of Foreign Affairs. However, 
on the other hand, it is obvious that the measure has the approval of 
Mr. Ross, the Minister of Hacienda, since he is ex officio the President 
of that institution. 

As the Department is aware the Embassy has always felt that the 
treatment accorded American depositors in the Caja de Previsién 
de Empleados Particulares has been clearly unjust and that these 
worthy cases should have the full support of the American Govern- 
ment. It is the Embassy’s understanding that the Department fully 
concurs in this view. The Embassy proposes, therefore, to continue 
to impress the Foreign Office with the position which has been taken 
that a satisfactory solution of this question must form an integral 
part of any general agreement which may be entered into concerning 

American trade and interests in Chile. 
Respectfully yours, For the Ambassador: 

Rosert M. Scorren 
Counselor of E’mbassy 

2 Not printed. 

789736—52-———7
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[Enclosure] 

The American Ambassador (Sevier) to the Chilean Minister for 
Foreign Affairs (Cruchaga) 

No. 118 SanTrago, July 17, 1934. 

EXxceLLency: I have the honor to inform Your Excellency that 
I am in receipt of a communication from an American citizen, pro- 
testing against the recent action taken by the Caja de Previsién de 
Empleados Particulares in informing depositors having dollar ac- 
counts with that institution that on May 18, 1934, it had converted 
their deposits into pesos at a rate of 9.60 pesos to the dollar. A copy 
of the circular issued by the Caja is enclosed. 

While it does not appear necessary at this time to enter into a techni- 
cal discussion of the legal aspects of this unilateral and arbitrary 
action by the Caja in a matter involving bilateral obligations and 
rights, I do desire to remind Your Excellency that a satisfactory solu- 
tion of the problem of American citizens who are depositors in the 
Caja de Previsién de Empleados Particulares has always formed an 
integral part of the negotiations which are being carried on between 
the Government of the United States and the Government of Chile 
in connection with an exchange agreement. 

As Your Excellency will recall it has always been made clear in 
all our discussions that the American Government considers that 
any satisfactory agreement concerning American commerce and 
interests in Chile should include an understanding providing for an 
effective repayment of the retirement accounts held by American 
depositors in the Caja de Previsién de Empleados Particulares, such 
an understanding either to be embodied in the text of an agreement 
or arrived at by means of separate exchange of notes at the time of 
reaching a general agreement. That the Chilean Government, being 
aware of the special interest which this matter holds for the American 
Government, has been willing to consider negotiations concerning the 
Caja as an integral part of the general negotiations on exchange mat- 
ters, is clearly evidenced by the fact that from the earliest stages of 
the negotiations the question of the Caja has been included in all 
the conversations which have taken place. This question it will be 
remembered was the subject of a special paragraph in the Memo- 
randum of January 3, 1934, which was accepted by Your Excellency 
as setting forth in general terms the proposal of the Chilean Govern- 
ment in regard to an exchange agreement. This paragraph reads as 
follows: 

1 See telegram No. 1, January 5, 1934, 6 p. m., from the Ambassador in Chile, 
p. 1.
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“In view of the nature of the retirement funds of Americans 
deposited in the Caja de Previsién de Empleados Particulares the | 
repayment of these funds would be subject to special treatment.” 

Furthermore, Your Excellency will recall that as result of numerous 
exchanges of views a Memorandum was drawn up on March 27, 1934,”4 
which was accepted in principle by Your Excellency’s Government 
as providing an acceptable basis for an exchange agreement. This 
Memorandum contained the following provision relative to the ques- 
tion of funds in the Caja de Previsién de Empleados Particulares: 

“4, With regard to Americans having dollar deposits in the Caja 
de Previsién de Empleados Particulares, the Chilean Government 
agrees to repay such depositors in dollars when payments to them 
become due. Furthermore, the Government agrees to repay in dollars 
at the official rate of exchange the American holders of peso accounts 
residing outside of Chile.” 

As negotiations looking toward a solution of the question of the 
repayment of the funds owing American depositors in the Caja de 
Prevision de Empleados Particulares are still being carried on between 

the two Governments, I can only conclude that the unilateral action 
of the Caja to which I have reference was taken without consultation 
with Your Excellency. I have the honor, therefore, to request that 
Your Excellency be good enough to insure that the action taken by 
the Caja in converting the funds of American citizens at a rate of 
exchange lower than the recognized commercial rate, be rescinded 
pending such time as an agreement shall have been reached between 
the two Governments on this subject. 

Hat Sevier 

825.5151/211: Telegram 

The Secretary of State to the Ambassador in Chile (Sevier) 

WasuHineTon, August 8, 19344 p. m. 

61. Your despatch No. 152, July 18, 1934. Your action thoroughly 
approved. Please keep this matter actively before the Chilean 
government and request the recision of the arbitrary and unilateral 
action taken by the Caja, which was contrary not only to the terms 
of the agreement under which the deposits were made but also to 
the assurance given by the Minister of Hacienda as well as members 
of the Senate when law 5107 was passed. You may say that this 
government hopes that the Chilean Government will make a prompt 
and generous settlement of this long-standing problem, in view of the 
humanitarian considerations involved and the relative insignificance 

** Ante, p. 24. :
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of the deposits. Press reports that Williams and Heath have arrived 
at Santiago. Department desires you to discuss this matter thor- 
oughly with them. It would be glad to have the report on the present 
financial situation of the Caja, so as to be in a position to judge its 
ability to satisfy the claims of Americans against it. 

Hv 

810.5151 Williams Mission /48 

Lhe Ambassador in Chile (Sevier) to the Secretary of State 

No. 167 Santraco, August 14, 1934. 
[Received August 27. ] 

Sir: Referring to the Department’s instruction No. 52, July 5, 1934, 
concerning the visit of Dr. John H. Williams of the New York Federal 
Reserve Board and Mr. Donald R. Heath of the State Department to 
study exchange conditions in Chile and other Latin American coun- 
tries, I have the honor to submit the following report. 

The Financial Mission augmented by Mr. Eric Lamb ® arrived at 
the airport at 4:30 P. M. on August 4th. The next day, Sunday, was 
devoted to resting from the trip and studying the memoranda and 
other material which the Embassy had prepared for use in discussing 
exchange problems, In view of the extremely limited time which these 
gentlemen could spend in Santiago, it was deemed desirable first to 
have a full round-table discussion with the members of the staff in 
order that the Mission might obtain all possible information from the 
Embassy ; second, to hold interviews with the more important repre- 
sentatives of American business in Santiago including both those 
individuals who might be expected to favor pushing for special treat- 
ment on frozen credits, thase who because of the interests of their 
companies might be expected to oppose such a policy, and those. who 
presumably would have a broad neutral view of the situation. Fol- 
lowing the interviews with the Americans it was felt that the Mission 
should be presented to the Minister for Foreign Affairs, hold an 
interview with Mr. Ross, the Minister of Hacienda, who is a con- 
trolling factor in the Chilean policy of exchange and subsequently 

) as time permitted meet members of the Chilean Foreign Office, officials 
of the Central Bank and other prominent individuals. Dr. Williams 
being in entire accord with this procedure, on Monday morning a 
session took place at the Embassy and in the afternoon discussions 
were held with Mr. Leo Welch, the manager of the National City 
Bank in Santiago, and Mr. George S. Laing, manager of the West 
India Oil Company, a subsidiary of the Standard Oil Company of 

* Of the Federal Reserve Bank, __ BC
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New Jersey. The next day the following individuals were inter- 
viewed: Mr. Philip Bonsal of the International Telephone and Tele- 
graph, Mr. J. F. Owens of the Compafiia Eléctrica, Mr. Percy Seibert, 
of the Braden Copper Company and Mr. Edward Craig, of Anaconda 
Copper Company, Mr. Horace Graham, Director of the Compafiia 
de Ventas de Salitre and Mr. Paul Miller, Controlor of that Company. 
On Thursday morning a discussion was held with Mr. Arthur J. Pack, 
the Commercial Secretary of the British Embassy who outlined in 
some detail the experience of the British in liquidating frozen ac- 
counts. At 11 o’clock Dr. Williams accompanied by Mr. Scotten and 
Mr, Scott of the Embassy had a long interview with the Minister of 
Hacienda. A memorandum giving a report of the conversation which 
took place is enclosed. Later in the morning, the members of the 
Financial Mission were presented to Dr. Cruchaga, the Minister for 
Foreign Affairs, and subsequently had a conversation with Mr. 
German Vergara, the Under Secretary for Foreign Affairs. On 
Thursday afternoon, through the kindness of Mr. Bohan, the Com- 
mercial Attaché, a reception was given at Mr. Bohan’s house where 
an opportunity was afforded for meeting the following officials of the | 
Central Bank and other important Chileans: Sr. Guillermo Suber- 
caseaux, President of the Central Bank of Chile, Dr. Luis Schmidt, 
Vice President of the Central Bank of Chile, Sr. Otto Meyerholtz, 
General Manager of the Central Bank of Chile, Dr. Germ4n Max, 
Economist of the Central Bank of Chile, Sr. Fernando Mardones, Di- 
rector of the Budget, Sr. Anibal Alfaro, Director of Municipal Budg- 
ets, Sr. Renato Marquezado, Chief, Comptroller General’s office. 
Friday morning a final discussion and summary of work accomplished 
occurred at the Embassy in which careful consideration was given 
to the report of Dr. Williams embodied in the Memorandum dated 
August 8, a copy of which is enclosed. In view of the very limited 
time at the disposal of Dr. Williams he was unable to devote any 
space to the question of the American retirement funds in the Caja 
de Empleados Particulares. He discussed this problem orally, how- 
ever, and it will be the subject of a special memorandum. 

It should be stated that Dr. Williams’ report represents the con- 
sidered views of the Embassy and the Financial Mission arrived at 
after a complete discussion and debate on each phase of the subject 
point by point. As it embodies in final form the combined opinions 
of the Embassy and the Mission after all points of divergence had been 
eliminated or compromised, the Embassy is not submitting a separate 
report but recommends to the Department the favorable considera- 
tion of Dr. Williams’ report with which, as above stated, it is in entire 
concurrence. Pending the receipt of the Department’s instructions 
after it shall have had an opportunity to study the question with Dr.
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Williams in Washington, the Embassy will take no action toward 
any further negotiations with the Chilean Government on exchange 
matters. 

In conclusion the Embassy desires to take this opportunity of ex- 
pressing its appreciation of the helpfulness of Dr. Williams, Mr. Heath 
and Mr. Lamb whose efficient and concentrated efforts in Santiago were 
of great assistance in clarifying the complex exchange situation and 
were particularly helpful in drawing forth new information which 
served to throw additional light on the problem of American frozen 
credits. 

Respectfully yours, For the Ambassador: 
Rosert M. Scorren 

Counselor of Embassy 

[Enclosure 1] 

Memorandum of a Conversation Between the Chilean Minster of 
Hacienda (Loss) and Dr. John H. Williams, Mr. Scotten, and 
Mr. Scott 

Dr. Williams opened the interview by alluding in general terms to 
the economic difficulties which he had found in the Latin-American 
countries which he had visited and which were due, in his opinion, 
largely to the drastic decline in prices and consequent falling off of 
exports and to other causes which were nobody’s fault in particular 
and beyond the control of the countries involved. Mr. Ross at this 
point interjected the remark that that was true but did not represent 
the whole picture of Chile’s difficulties, one side of which was to find 
sufficient markets for its exports. The United States, for example, 
was a creditor country, [and although?] wishing to obtain remittance 
on its debts in Chile [it?] had shut out one of the chief Chilean prod- 
ucts from its markets, namely, copper, and therefore it might be said 
that it was partly to blame for not securing better remittances from 
Chile since it itself had destroyed a large source of exchange for Amer- 
ican needs. Dr. Williams replied that he was inclined to personally 
agree with Mr. Ross on this point but that the question of copper tariff 
represented certain political and other considerations in the United 
States very difficult to overcome. 

Next, in reply to Dr. Williams’ inquiry concerning the present eco- 
nomic situation in Chile, and what disposition the Minister of Finance 
might be contemplating making of the excess exchange availabilities 
which it was understood were now accruing, Mr. Ross outlined his gen- 

eral policy as follows: 
First, he stated that the general position of Chile was better but that 

in reality appreciable surpluses of exchange were not being created 
for the reason that Chile had been living off its own fat, so to speak;



oe CHILE 41 

that is, it had been eating up stock of merchandise on hand which 
would need to be replenished. Imports, therefore, would inevitably 
have to be increased causing a corresponding drain on exchange avail- 
abilities. Speaking in general terms about our treatment on exchange, 
the Minister endeavored to drive home the point that a preponderant 
share of exchange created by Chile’s exports came back to the United 
States. Copper, for example, sold say at 7 to 8 cents in England and 
of this price 6 cents returned to the United States. 

Dr. Williams pointed out that this was another problem involving 

the question of exchange used for financing charges, etc. 
With regard to his policy concerning the rate at which the peso 

should be held, the Minister stated that for the time being he would 
attempt to hold it around its present level of 25 to the dollar; this 
was necessary because the gold washing industry could not be kept up 
if the peso appreciated much more than this, nor could agricultural 
and certain other products be exported at a profit with a higher peso. 
He added that he was looking toward stabilizing the peso at about 
this rate with the gold dollar, that is to say, not the old gold dollar 
but the new gold dollar if or when we went back to a definitely 

stabilized gold standard. 
With regard to the long-term bonds, the Minister of Finance stated 

that he had not reached a final decision in the matter: that nothing 
could be done for the moment but that he was absolutely clear on one 
point, namely, that Chile would not sign any agreement whose com- 
plete fulfillment could not be clearly foreseen. Having this principle 
in mind, therefore, he was looking towards a settlement on the bonds 
which would be in the form of devoting certain dollar or sterling 
revenues to supply the service on these obligations. These revenues 
would be derived from the Nitrate Sales Corporation and the bonds 
would be placed on an income basis, the bondholders only receiving a 
fluctuating income from the sources of revenue which had been allo- 
cated for that purpose. Were an attempt made to settle the long-term 
bonds on a fixed charge basis, the basis would be so small as to be 
ridiculous and inacceptable. 

Dr. Williams next attacked the question of our frozen credits calling 
attention to the fact that in view of our well-known and traditional 
policy in regard to insisting upon most-favored-nation treatment, 
the United States Government had not been inclined to look very 
complacently upon the granting by Chile of special exchange under 
compensation treaties to certain countries for the liquidation of their 
frozen credits; that as a result of his investigation in Chile, he had 
found that the global amount of American credits in Chile which 
could be classed as frozen was comparatively small and that in view 
of these facts it would seem that Chile might make some arrange-
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ment to supply exchange at a preferential rate for the liquidation of 
these American credits bearing in mind the fact that Chilean products 
entered the United States free from control and that Chile had a great 
stake in maintaining and augmenting its nitrate markets in the United 
States. Dr. Williams added that obviously as the United States had 
devalorized its dollar by 41% it would not expect liquidation on the 
basis of the old dollar but that the rate of 16.55 pesos to the dollar 
would perhaps appear a fair one. The Minister of Finance imme- 
diately countered by asking if we wanted a compensation treaty simi- 
lar to the French one. Dr. Williams answered “no”, that such an 
arrangement tended to canalize trade in narrow channels, would be 
restrictive and would not be advantageous to either Chile or the 
United States. “No”, Mr. Ross replied, “it would be disadvantageous 
to Chile but even more so to the United States.” Mr. Ross then said 
unequivocally, “We will give you a compensation treaty if you insist 
upon it to provide exchange at a special rate but if you do not accept 
compensation, we will not furnish you exchange at a rate lower than 
the current market rate. This”, he added, “you can accept as a defi- 
nite decision on my part.” 

Referring to compensation purely on its own merits the Minister 
pointed out that were the French scheme adopted it would take years 
to liquidate American frozen assets. In this connection he referred to 
the fact that the Germans had become convinced of the disadvantages 
of the compensation system and had not renewed on June 30th their 
compensation treaty with Chile. Furthermore, he pointed out the 
fallacy of the theory that special exchange is paid for by the country 
in which the frozen credits are held. As it has worked out, the funds 
that supply the special exchange are actually paid for in the country 
imposing the compensation due to the fact that nitrate is sold in 
such countries at an artificial price. For example, nitrate is sold 
in the United States at $25.00 a ton, but in Germany it is sold at $35.00 
and in France at $32.00, and at correspondingly high prices in Bel- 
gium and Italy. In receiving nitrate quotas for those countries Chile 
is obliged to agree to sell at no less than these prices. We might say, 
therefore, that in France the French farmer is paying the cost of the 
liquidation of the frozen funds of his compatriots at the preferential 
rate. (Nore: The exact reason for this situation was not made quite 
clear by the Minister and it was decided to obtain more specific infor- 
mation on this point from the Nitrate Sales Corporation.) 

Touching for the moment on the relation of the problem of current 
trade, the Minister points out that exchange availabilities for compen- 
sation countries were held down to the amounts created through the 
compensation agreements. The trade of these countries was cor- 
respondingly restricted, therefore, as would be ours were we to insist 
upon that type of arrangement.
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Reverting to the question of our frozen credits, the Minister stated 
that he felt sure that they were not nearly as large as we had perhaps 
supposed ; that the sum total of these blocked funds had been greatly 
reduced due to the fact that large amounts had been invested or had 
been lost; that certain types of funds or investments such as those 
held by the International Telephone & Telegraph Company and the 
Compafia Eléctrica, were not properly classifiable as frozen credits. 
In this connection he referred to his experience with the British; that 
he had tried to get the British to give him an accurate list of their 
frozen credits; that the first list supplied had contained enormous sums 
alleged to be frozen credits; that, however, when it came to the point 
of finding out exactly how many pesos were in the bank awaiting 
transfer, the funds had shrunken enormously. 

In developing the discussion of the frozen credit problem, Dr. 
Williams stated that of course he could not say what might be the final 
position taken by the Department in the matter; that, as the Minister 
was aware, the Department laid great stress on the principle of most- 
favored-nation treatment and its deeply rooted philosophy in this 
question might play a strong part in its final decision. Laying this 
aside for the moment, however, he invited the Minister to make what- 
ever suggestion he cared to towards a practical solution of the frozen 
credit problem. Mr. Ross replied that while we had been arguing 
principles, he had been endeavoring to liquidate funds as much as 
possible so that if the argument of principles continued for a long 
enough time, a point might be reached where we might agree on prin- 
ciples whose application however would be unnecessary since the 
problem would have ceased to exist. Specifically, however, the Minis- 
ter suggested that we follow the same procedure as the English, namely, 
make a complete list of our frozen credits and all American funds, in 
fact, available in a completely liquid form desiring transfer. The 
Minister could then see his exchange problem as a whole and could | 
make suitable arrangements to supply exchange cover over a certain 
period of time as exchange became available. Peso accounts would 
present only an exchange problem but in the case of accounts due in 
dollars he pointed out that the problem was more complicated and 
some arrangement would have to be made as to finding a suitable rate. 
Though not entirely clear, the implication was that it would be diffi- 
cult to force the Chilean debtor to buy sufficient exchange to meet his 
dollar credits dollar for dollar but that some compromise perhaps 
would have to be made between creditor and debtor on some inter- 
mediate exchange rate. 

The interview was closed by Dr. Williams and the members of the 
Embassy staff bringing up the question of the retirement funds of 
Americans in the Caja de Previsién de Empleados Particulares and 
reminding the Minister that a satisfactory settlement of these cases
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was considered indispensable. The Minister stated that he felt it was 
fair for Chile to pay the funds of Americans residing outside of Chile 
in full. Americans in Chile, however, he felt could not expect to re- 
ceive their dollars in full in view of the relative purchasing power of 
the dollar in Chile to the peso. He asked for a list of depositors and 
Mr. Scotten showed him a list which he had with him which was 
transmitted to the Department in despatch No. 78 of March 28, 1934.” 
The Minister was informed that this list had been left months ago at 
the Foreign Office. Our impression on the Caja matter was that the 
Minister was disposed to pay the dollar and peso accounts in full to 
Americans residing outside of Chile but that it would be very difficult 
to obtain any special treatment for Americans who elected to remain 
in Chile. 

[Enclosure 2] 

Memorandum by Dr. John H. Williams, August 8, 1934 

During our stay in Chile, we have discussed the American exchange 
problems in considerable detail with the Embassy staff which, in 
advance of our arrival, had prepared two important memoranda, one 
on “Exchange Problems in Chile” and one on “Exchange and Com- 
pensation Factors affecting American Trade with Chile”. We then 
interviewed at the Embassy in the presence of the Ambassador and 
the staff, a number of Americans representing a broad variety of 
American interests in Chilean industry and trade. These men, who 
were interviewed individually, are: 

Mr. Leo Welch, Manager, National City Bank in Santiago. 
Mr. George S. Laing, Manager, West India Oil Company. 
Mr. Philip Bonsal, International Telephone and Telegraph Com- 

any. 
Mr. y . Fe Owens, Compaiifa Eléctrica. 
Mr. Percy Seibert of the Braden Copper Company. 
Mr. Edward Craig of the Anaconda Copper Company. 
Mr. florace Graham, Director of the Compajifa de Ventas de 

alitre. 
Mr. Paul Miller, Controlor of the Compafifa de Ventas de Salitre. 

Accompanied by Mr. Scotten and Mr. Scott, I then had an interview 
of an hour and a quarter with Sr. Gustavo Ross, the Minister of 
Finance. As the situation stands here, Mr. Ross is the final authority 
on all economic and financial questions and is his own director of 
exchange control. 

I. 

There are four possible alternative policies for handling our 
exchange problems in Chile: 

° Not printed. |
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1) By compensation treaty, which would include preferential treat- 
ment of frozen credits at the official rate of exchange, which in terms 
of our old gold dollar would mean 16.55 pesos per U. S. dollar, and 
in terms of the new gold dollar 9.6 pesos per dollar. 

9) A general agreement with Chile, along lines already described 
in the Embassy’s memorandum of March 27, 1934, but including also 
liquidation of frozen credits on most-favored-nation terms at the 
official rate of 9.6 to 1. This we understand to have been the State 
Department’s position. This general agreement would give us free- 
dom from exchange control and an exchange rate on current trade 
equal to that furnished compensation countries. In addition, by this 
agreement Chile would undertake to repay in dollars those having 
dollar deposits in the “Caja de Previsién de Empleados Particulares” 
and to furnish dollars at the official rate of exchange to those having 
peso deposits in the “Caja”. 

We understand that the Chilean Government has been willing to 
accept this agreement, in principle, in all respects except for its frozen 
credits provision; but that the State Department in view of this excep- 
tion has not gone forward with the agreement, on the ground that to 
omit the frozen credit provision would represent acquiescence in less 
than most-favored-nation treatment with respect to this item. 

8) A general agreement on the lines of (2) above as to current trade 
and the treatment of American depositors in the “Caja de Previsién”, 
but with either (@) an agreement to liquidate frozen credits at some 
other rate of exchange than the official rate of 9.6 to 1, or (6) an under- 
standing that an equitable settlement along these general lines would 
be effected privately between the Chilean Government and American 
holders of frozen credits. 

4) Acceptance of the status quo as to current trade; a definite agree- 
ment on the lines already indicated with respect to deposits in the 
“Caja de Previsién’’; and acceptance of the status quo as to frozen 
credits, but with an understanding to be worked out, either by the 
State Department or privately, as to the best practical method for 
resolving this problem. 

IT. 

In approaching the consideration of these four alternative lines of 
policy we have borne in mind the long history of negotiations with 
the Chilean Government concerning our exchange problems, during 
which time the economic and trade position of Chile has materially 
changed for the better. This improvement has occurred particularly 
since the period of active negotiation began last November. Our 
Government has consistently refused to consider the first plan out- 
lined above, a compensation treaty, on broad grounds of general 
policy. In pursuing the second alternative, the Department in the
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beginning was evidently much concerned with receiving most-favored- 
nation treatment with respect to current trade. But partly by reason 
of the pressure exerted through our Embassy, acting on the Depart- 
ment’s instructions, and in large part, by reason of the general im- 
provement in Chilean trade, this problem has already been resolved 
without any formal agreement, so that today we are in fact receiving 
equal treatment with respect to current trade, exchange being made 
available to our exporters at the export bill rate of 25 to 1 and to the 
compensation countries at the official rate plus a premium which equal- 
izes the price of exchange as between such countries and ourselves. 
A formal agreement, therefore, would accomplish nothing more than 
legalization of the existing status quo. 

As the Department has consistently contended, such a formal agree- 
ment is unacceptable if not accompanied by an agreement with re- 
spect to frozen credits giving us in this respect also most-favored- 
nation treatment. All of the compensation treaties contain a provision 
for the liquidation of frozen credits at a rate which is better than the 
export draft rate now applied to current trade. Our problem has 
been how to secure equally favorable treatment on frozen credits with- 
out consenting to a compensation treaty. If now we should negotiate 
a general agreement with respect to current trade, and acquiesce in 
Chile’s refusal to include in it most-favored-nation treatment for our 
frozen credits, we should apparently be relinquishing what has been, 
from the beginning of the negotiations, a major contention of prin- 
ciple, for the sake of a general agreement which now can give us little 
more than the treatment we are already receiving. 

ITT. 

Our visit to Chile has impressed us with the complicated character 
of the frozen credits question. It is not easy to determine what would 
constitute for us most-favored-nation treatment or how desirable 
such treatment would be if we could get it. The French and other 

agreements are based on the official rate of exchange (three pence 
gold); in terms of our devalued dollar this would be 9.6 pesos for 
1 dollar, but in terms of the old dollar it would be 16.55 to 1. It can 
be argued that Chile was not responsible for our devaluation and is 
entitled to consider 16.55 to 1 as its official rate. But to get even this 
rate, which the Finance Minister firmly refuses except as part of a 
compensation agreement, it would be necessary to consent to a time 
schedule which might mean only very gradual liquidation. In the 
French agreement 20 per cent of nitrate sales to France are blocked 
to provide exchange for frozen credits, so that unless nitrate sales 
are large liquidation isslow. A number of the Americans interviewed,
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when asked whether they preferred slow liquidation at a good rate or 
faster liquidation at a worse rate put greater stress upon the latter. 

To provide exchange at the official rate for frozen credits, Chile 
compels the Nitrate Sales Corporation to sell exchange at that same 
rate, instead of at the much more favorable export draft rate. Since 
the nitrate industry represents largely American capital, such a solu- 
tion of our frozen credits problem would be at the expense of an 
American interest. Our nitrate representatives, moreover, point out 

that since they use a considerable part of their exchange to buy Ameri- 
can imports (including oil products, motors, electrical equipment, 
rubber, etc.), any such attempt to improve the position of American 
exporters on frozen credits would worsen our position in current trade. 
It should be pointed out, also, that most of the compensation treaties 
include only a portion of the frozen credits, so that they do not pre- 
tend to provide a complete solution of the problem. 

To determine an equitable rate for the liquidation of our frozen 
credits or the amount that would be liquidated were exchange offered, 
presents great difficulty. Part were frozen in July, 1931, when ex- 
change control was imposed; and when the rate was about 8 to 1; 
but in reporting frozen balances creditors include as well the subse- 
quent accumulations, when the rate was fluctuating from 8 to 60 to 
the dollar. A large portion of the frozen credits, moreover, has been 
invested in property or in securities, and in some cases large profits 
have been made. Some credits have been liquidated at the export 
draft rate, including some 18,000,000 pesos in response to two general 
offers made by the Finance Minister this year. Some credits are 
now so tied up that they cannot or will not be liquidated. This part 
includes 50,000,000 pesos used by Electric Bond and Share to buy 
up its local 8 per cent debentures, effecting an important saving in 
interest. It probably should include also 18,000,000 pesos of bank 
deposits belonging to the Telephone Company, which appear to be 
destined, according to the local representative for investment in Chile, 
in lieu of new capital from abroad, to carry out expansion in accord- 
ance with the company’s contract. Thus of 157,000,000 pesos of 
“frozen credits” reported to the Commercial Attaché’s office in re- 
sponse to his questionnaire, our inquiries would indicate that 18,000,- 
000 pesos have been liquidated and at least 68,000,000 pesos cannot 
or will not be liquidated, leaving a total of about 72,000,000 pesos, 
which at the current export draft rate is less than $3,000,000. What 
portion of this was blocked prior to July, 1931, and therefore in 
equity entitled to the official rate, and what part since that time, 
when the importer was taking his chances, I am not able to determine. 
In addition, there are some $4,000,000 of frozen credits in the form 
of unpaid drafts, receivables, merchandise or other items requiring
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payment by the debtor in dollars. All these, presumably, are in a 
different category, representing sums not yet collected from the debtor 
(local importers, etc.). What portion of these debts may still be 
good, and at what rates the debtors should now be required to provide 
exchange present difficult problems. But in general, it seems clear 

that the total amount of collectible or transferrable credits is sub- 
stantially smaller than had previously been supposed. In particular, 
it should be pointed out that of the total estimated frozen credits 

| (Feb. 21, 1934), only 53,800,000 pesos is represented by deposits in 
banks, and that from this amount there must be deducted at least 
31,000,000 pesos of which 18,000,000 has already been liquidatéd this 
year at the export draft rate and 13,000,000 represents the Telephone 
Company’s deposit at that time. These deductions would leave about 
22,000,000 pesos, or less than a million dollars at the current export 
draft rate (or $1,333,000 at the rate of 16.55 to 1). 

IV. 

Throughout a long interview the Finance Minister discussed freely 
his present policy, but consistently refused to consider any better rate 
for frozen credits except in connection with a compensation treaty. 
I am satisfied that except in response to pressure in the form of some 
genuine threat to Chile’s markets in the United States he cannot be 
induced to alter this position. 

His present policy with respect to exchange is to maintain the ex- 
port draft rate at 25 to 1, equally for all countries, as to current trade, 
and to liquidate frozen credits at this rate, except as to the compen- 
sation countries. He has induced the British to furnish him a complete 
list of their frozen credits and has liquidated all but £40,000 of the 
British credits willing to accept this rate. He realizes fully, and 
pointed out in some detail, that some of the American frozen credits do 
not properly belong in that category. He has made two general offers 
to liquidate our frozen credits at the export draft rate, and is con- 
vinced that he will in time succeed in clearing up the problem by this 
method. He asked us if the Embassy is able and willing to furnish a 
true list of frozen credits. He dislikes compensation treaties and is 
convinced that they have worked to the injury of the foreign countries 
which insisted on them, and have resulted in a scarcity of exchange 
to finance their exports. He points out that Germany has not renewed 
the treaty which expired on June 30, 1934. He insists that the com- 
pensation countries themselves provide the differential in favor of 
their frozen credits in the high price for nitrate which prevails in 
these countries as compared with the price in England and the United 
States.
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V. 

My conclusion is that preferential treatment for frozen credits, 
whether we mean by that treatment equal to that accorded to France 
and other compensation countries or merely a preferential rate as 
compared with current trade, cannot be secured except by a compensa- 
tion treaty or by some other form of definite commercial pressure; 
and that in view of the relatively small size of the genuine frozen 

_ credits now remaining and the complicated status and character of 
these credits, making difficult the calculation of an equitable preferen- 
tial rate, it would be unwise and impolitic to pursue such a course, since 
by it we would jeopardize the genuine good will which now exists, and 
might impair a trade position which appears to be distinctly favorable. 
If the Department should take this view, there would remain the 
question whether it wished, possibly after discussion with the Ameri- 
can interests at home and in Chile, to acquiesce in the Minister’s re- 
quest for a list of American frozen credits, to be provided through 
the Embassy, as the British have done, or would consider that such a 
list should be provided by the private interests concerned. 

If this policy were pursued with respect to frozen credits, the 
broader question would be whether it is still advantageous to negotiate 
a general agreement respecting current trade. My present view, 
which as yet is merely tentative, is that in view of the fact that we are 
now recelving without agreement as good treatment on current trade as 
could be had by means of an agreement, there is little to be gained by a 
procedure which would involve a formal relinquishment of our conten- 
tion for the principle of most-favored-nation treatment with respect 
to frozen credits. I should therefore be inclined to favor the fourth 
of the alternatives outlined in section I of the present memorandum. 

JoHn H. Witii1aAMs 

825.5151/217 

The Ambassador in Chile (Sevier) to the Secretary of State 

No. 168 Santiaco, August 14, 19384. 
[Received August 23. | 

Sir: I have the honor to refer to this Embassy’s despatch No. 152 of 
July 18, 1934, transmitting a copy of the Embassy’s Note No. 118 of 
July 17, 1934, which requested that the action taken by the Caja de 
Previsién de Empleados Particulares in converting the retirement 
funds of American citizens into pesos at a rate of exchange lower than 
the recognized commercial rate be rescinded pending such time as an 
agreement on this subject shall have been reached between the two 
Governments. 

In view of the fact that no action was taken by the Foreign Office 
notwithstanding the oral inquiries which were subsequently made, it
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was deemed necessary to address a further communication to the 
Chilean Government requesting that the reply to the Embassy’s note 
be expedited. A copy of this communication is enclosed.’ 

On July 31st the Foreign Office replied 2” to the Embassy’s Note No. 
118 stating that the matter had been referred to the appropriate Min- 
istry. Under date of August 7, 1934, a reply was received 2’ to the 
Embassy’s Note No. 123 of July 30th setting forth that the appropriate 
Ministry had been asked to hasten its decision in the matter and that 
the Embassy would be informed promptly thereof. 

The question has since been taken up orally with the Under Secre- 
tary. While he in no way questions the position taken by the Embassy 
with respect to this problem, he indicated that the Foreign Office was 

unable to make a suitable reply to our representations until authorized 
to do so by the Ministry of Hacienda under whose jurisdiction this 
question falls. It was obvious from a telephone conversation which he 
had with the Under Secretary for Hacienda, that the latter desires to 
avoid a decision on the matter at this time. Needless to say, it was 
pointed out to the Under Secretary that the merits of the case in 
question are so clear that my Government could not consent to per- 
mitting the matter to drag on without a definite decision, and that in 
view of the fact that the problem was the subject of diplomatic negotia- 
tions, we confidently expect that the Chilean Government will rescind 
the arbitrary action of the Caja in order to permit the resumption of 
negotiations. 

During the visit of Dr. John H. Williams, the question of the repay- 
ment of these funds was brought up in a general discussion with the 
Minister of Hacienda of the pending problems of American interests. 
In view of many different aspects of the general problem which were 
discussed at that time it was not possible to enter into a detailed discus- 
sion of the Caja. However, it was quite clear that Mr. Ross has some 
very definite ideas as to how far he is disposed to go in the definitive 
settlement of this question, and that it would be necessary to devote a 
special meeting to this question. Accordingly, it is planned to obtain 
figures on the actual amount of dollars which would be involved in a 

satisfactory settlement of the repayment of the funds and then to 
approach Mr. Ross directly. While at the present time Mr. Ross is 
opposed to a settlement which would be acceptable to this Embassy, it 
is believed that approaching him on the grounds of the relative insignif- 
icance of the deposits, it may be possible to obtain his authorization 
for settlement in the manner desired. 

Respectfully yours, For the Ambassador: 
Rozsert M. Scorren 

Counselor of Embassy 

7 Not printed.
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825.5151/227 

The Ambassador in Chile (Sevier) to the Secretary of State 

[Extracts] 

No. 211 Santrago, October 17, 1934. 
[Received October 25. ] 

_ Sir: [have the honor to refer to this Embassy’s despatches Nos. 168 
and 169 of August 14, 1934,?* concerning the repayment of retirement 
funds of American citizens deposited in the Caja de Previsién de 

Empleados Particulares. .. . 

Under date of October 11, 1984, the proposal was incorporated in 
the Foreign Office’s Note No. 5768, a copy of which with translation is 
enclosed herewith. The Department will observe that the note is 

drafted in a very friendly spirit... . 

The Under Secretary for Foreign Affairs in interpreting this pro- 
posal stated that it included the three classes of American depositors: 
(1) those with deposits in American currency who have left Chile; 
(2) those with deposits in American currency who are still residing in 

Chile and whose funds are now payable; and (3) those with deposits 
in American currency who are still residing in Chile and whose funds 
are not yet payable. With respect to the first two classes, he stated 
that the necessary foreign exchange would be provided immediately 
for the transfer of these funds abroad. With regard to the third 
group, the exchange would be furnished when repayment of the funds 
becomes due. 

The proposal as it now stands represents a distinct gain from the 
status quo in the sense that up to the present Americans residing 
outside of Chile have been able to convert their dollar accounts into 
Chilean pesos only at the rate of 9.60 pesos or less to the dollar and, 
in order to transfer the proceeds thereof abroad, to reconvert into 
dollars at the current market or export draft rate of approximately 
25 pesos or more to the dollar. This procedure meant a direct loss of 
62% of their deposits. The terms of settlement now offered would 
permit Americans residing outside of Chile to receive in dollars 58% 
of their original deposits, or a loss of 42%. 

The question now arises as to the attitude which the Embassy and 
the Department should take as regards this proposal. It is the opinion 
of the Embassy after taking into consideration the financial condi- 
tion of the Caja, the intransigent attitude of the Minister of Finance 

78 Despatch No. 169 not printed. 

789736—52——-8
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and the inability of the Foreign Office to influence effectively the 

actions of the latter, that there is little use in carrying on further con- 

versations regarding this matter in Santiago unless the American 

Government is willing to bring some pressure to bear. Should the 
American Government be willing to adopt any coercive measures it 

would of course be unwise for the American depositors to avail them- 

selves of the proposal outlined above. However, should the Depart- 
ment be unable to see its way clear to do so two courses of action remain 

open: First, the Department can accept the proposal officially and 

consider the negotiations closed; second, the Department can refrain 

from answering the proposal and thus maintain the principle of in- 

sistence upon full repayment of the dollar accounts. However, in 

this case the Embassy should be permitted to notify individual deposi- 

tors that they may liquidate their funds in accordance with the 
above proposal, and to add that if they fail to avail themselves of this 
opportunity no assurances can be given as to when any better terms 

might be available. 
Considering this whole problem from the realistic rather than the 

legalistic point of view, it is the Embassy’s considered opinion that 
should our Government be unwilling to bring pressure to bear in order 
to obtain better terms, the wisest course of procedure for individual 
depositors to pursue would be to liquidate their accounts as rapidly 

as possible under the terms now offered. 

In view of the fact that the Embassy had suggested to the American 
depositors concerned who are urgently in need of their funds to with- 
hold settlement with the Caja pending the outcome of the negotia- 
tions which have culminated in the present proposal of the Government 
of Chile, I have the honor to request that the Department communi- 
cate by telegraph its instructions in the premises to the end that the 
Embassy may advise the interested Americans as to what course they 

should take. 
Respectfully yours, For the Ambassador: 

Rosert M. Scorren 
Counselor of Embassy 

[Enclosure—Translation] | 

The Chilean Minister for Foreign Affairs (Cruchaga) to the 

American Ambassador (Sevier) 

Santrago, October 11, 1934. 

Mr. Ampassavor: Many months back your Embassy was good 

enough to submit to the consideration of the Department under my 

direction the situation in which the American depositors in the Caja
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de Previsién de Empleados Particulares find themselves as a result 
of the legal provisions relating to the conversion of their deposits in 
American money into local currency. | 

I have given to the problem the importance which it deserves and 
I have endeavored to find a just solution for both parties. The posi- 
tion of the Caja de Empleados Particulares, unfortunately, does not 
permit it to make an extraordinary expenditure which would facili- 
tate a satisfactory solution. The Government has had to take its part, 
very considerable, of the losses which are presumed indispensable for 
the settlement and it believes, in this way, it has responded to the 
always cordial spirit of the relations between Chile and the United 
States. 

The Department does not deem it relevant to analyze again the 
reasons which determined the enactment of Law No. 5107 authorizing 
the conversion of the deposits. “Because the national interest re- 
quires it,” reads the said law, and undoubtedly the supreme necessity 
of living made indispensable the enactment of afflictive measures which 
affected nationals as well as foreigners. The economic and financial 
depression, whose effects Your Excellency is aware of, imposed sacri- 
fices and restrictions of every kind unknown until then. 

Therefore, without entering into the discussion of the juridical 
point of view and confirming what I had the honor of expressing 
verbally, it is a pleasure for me to inform Your Excellency that the 
Government is disposed to permit that the American depositors of the 
Caja who have or may have in the future in their accounts converted 
into local currency at the rate of exchange of the day on which the 
operation may be effected the funds which they deposited therein in 

dollars, transfer those funds abroad and, in order to make that transfer 
purchase foreign exchange at the same rate of exchange as the Central 
Bank of Chile acquires such in conformity with the contracts con- 
cluded with the copper producing companies. 

It would be very pleasing to this Government to know that in this 
manner and by virtue of an effort which devolves in great part upon 
the Chilean Government, a problem is solved whose effects touch 

many American citizens. 
Awaiting the reply which Your Excellency may be good enough to 

forward me, I avail myself [ etc. | 
Micurn Crucwaca 

825.5151/227 : Telegram 

The Acting Secretary of State to the Chargé in Chile (Scotten) 

WasuHineron, November 5, 1934—6 p. m. 

78. In view of the considerations set forth in your despatch No. 211, 
of October 17, the Department agrees that at this time no practical
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purpose would be served in further pursuing the negotiations with 
the Chilean Government in the hope of obtaining better terms for 
American depositors in the Chilean Retirement Fund. 

You may inform the American depositors involved of the oppor- 
tunity which now offers to liquidate their dollar deposits in the Retire- 
ment Fund at the rate of 16.65 pesos to the dollar. 

The Department, of course, has no authority to accept, in the name 
of the interests involved, the proposal now made by the Chilean Gov- 
ernment. You are, however, authorized, in your discretion, to apprise 
the Chilean Government that this Government will make no further 
representations on this subject if the proposed settlement is effected. 
The Department hopes that you will be able to obtain the small addi- 
tional concession of interest payments on these deposits for the past 
8 years, but leaves to your judgment how far to press this point. 

| PHILLIPS 

825.5151/234 : Telegram 

The Chargé in Chile (Scotten) to the Secretary of State 

Santrago, November 21, 1934—noon. 
[Received 1:45 p. m.] 

108. Reference fourth paragraph Department’s telegram No. 78, 
November 5, 6 p. m.,?° I am pleased to report that the Chilean Govern- 
ment has acceded to the Embassy’s representations relative to interest 
payments and that the American depositors will now receive approx- 
imately 61 cents on the dollar as against 58 cents contemplated in the 
original offer and as against only 38 cents or less previously obtaina- 
ble. Arrangements for prompt repayment are being completed and 
the Embassy will send appropriate notification to depositors within a 
few days. 

ScOTTEN 

825.5151 /234: Telegram 

The Secretary of State to the Chargé in Chile (Scotten) 

Wasuineton, November 23, 1934—noon. 

81. Your 108, November 21, noon. The Department is gratified 
that the Embassy has succeeded in obtaining more favorable terms 
for the American interests involved and expresses its appreciation of 
your efforts. 

Hui 

2°? See last sentence of telegram under reference.



CHILE D0 

828.5151/241 

The Chargé in Chile (Scotten) to the Secretary of State 

No. 240 SANTIAGO, December 4, 1934. 
_[ Received December 15. | 

Sir: With reference to the Department’s telegram No. 83, December 
3, 8 P. M., 1934,°° authorizing the American Consul to receive and 
transmit the retirement funds deposited in the Caja de Previsién de 
Empleados Particulares of those American citizens who have no rep- 
resentative in Santiago and who may care to designate him to act as 
their attorney for this purpose, I have the honor to inform the De- 
partment that the parties concerned are being so advised. Moreover, 
it has been clearly pointed out that should the Consul perform this 
service for them, he will do so free of charge but with the definite 
understanding that he assumes no responsibility beyond that of acting 
as a mere transmitting agent. | 

In order to complete the Department's files on this subject, I have 
the honor to transmit herewith a copy of the Embassy’s circular letter 
of November 23, 1934,°° informing the depositors of the proposed 
settlement. This communication has been addressed to all American 
depositors of which this Embassy has record, as well as to those per- 
sons in Chile who hold powers of attorney for Americans who have 
left this country. A list of the individuals to whom the circular has 
been sent is also enclosed.*° 

I have the honor to forward at this same time a copy of the Em- 
bassy’s Note to the Foreign Office * acknowledging receipt of its com- 
munications of October 11th and November 20th in which the terms 
of the proposed liquidation of the retirement funds were set forth. 
The Department will observe that in this reply, I have limited myself 
to expressing sincere appreciation of the spirit of good will and coop- 
eration which the Foreign Office at all times showed during the lengthy 
negotiations. Since this acknowledgment met with the approval of 
the Foreign Office, it was unnecessary to include a statement such 
as was authorized in the third paragraph of the Department’s telegram 
No. 78, November 5, 6 P. M., 1934. 

In conclusion, I would state that no difficulty is anticipated in ef- 
. fecting the prompt settlement of the funds in question. In fact, the 
Under Secretaries for Foreign Affairs and for Finance, as well as 
the Manager of the Caja, have assured me of their willingness to 
cooperate in every possible way to facilitate and expedite the repay- 
ment of these deposits. 

Respectfully yours, Rosert M. Scorren 

® Not printed.
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PROTEST AGAINST CHILEAN SALES TAX ON FIXED CHARGES AS 
APPLIED TO THE AMERICAN GOVERNMENT AND ITS DIPLOMATIC 
OFFICERS 

825.512/45 

The Ambassador in Chile (Culbertson) to the Acting Secretary 
of State 

No. 1487 SANTIAGO, June 21, 1933. 
[Received June 29. | 

S1r: I have the honor to refer to the Embassy’s despatch No. 1427 
of April 18, 1933,3? with which was transmitted a copy of the new 
Chilean tax law, No. 5154, enacted on April 10, 1933, providing for 
a general increase of existing taxes. Section 17 of Article 7 of this 
law amends paragraph 1 of Section 33 of Article 7 of Law No. 4460 
of November 13, 1928, first, by establishing a sales tax of 2% in lieu of 
the former stamp tax on invoices of ten centavos for each 100 pesos 
which was paid by the seller; and, second, by authorizing the seller 
to pass on the tax in question directly to the buyer. The pertinent 
section of the law reads, in translation, as follows: 

“. . . Commercial sales, including operations in foreign exchange, 
2% of the amount of the transaction. 

“Persons or enterprises classified in the third category (commerce 
and industry) of the Income Tax Law will pay this same tax on the 
‘amount received by way of interests, premiums, commissions or 
other forms of remuneration for business, services or loans of any 
kind. The said persons or enterprises can require, in all cases, that 
the interests, premiums, commissions or other forms of remuneration 
be paid them with a surcharge equivalent to the amount of the 
tax. ... 

Since the law authorizes the seller to require the buyer to pay the 
tax, bills for all purchases and services, including rent, electricity, 
gas, water, telegraph and telephone bills, etc., carry a separate charge 
for the 2% tax in addition to the price of the article or service ren- 
dered. Under these circumstances the tax might be considered as 
a direct charge by the Chilean Government against foreign Govern- 
ments and diplomats. 

In answer to inquiries made at the Foreign Office the opinion was . 
expressed that while the law did not specifically exempt foreign diplo- 
matic officers from the payment of the tax, it was not believed that it 
was the intention of the legislator to place this direct burden upon 
foreign governments and their officers. In any case, it was added, 
the matter could be satisfactorily arranged on the grounds of reci- 

? Not printed. 
3 Hor text, see Chile, Diario Oficial, No, 16,548, April 10, 1983.
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procity. With this end in view the Foreign Office suggested that the 
Embassy bring the question to its attention in an informal memo- 
randum. However, before submitting such a memorandum I desire 
to know whether the Department is disposed to press for exemption 
from this tax. Doubt as to what attitude the Department might take 
with respect to this question has been caused by the statement made 
in Department’s circular instruction of October 24, 1925,* concerning 
exemptions from taxation enjoyed by foreign diplomatic officers within 
the United States. It will be recalled that in that instruction the 
question of taxes on the sales of automobiles and jewelry was dis- 
cussed and it was held that foreign diplomatic officers were not ex- 
empted because the Government looked to the manufacturer and the 
vendor for the payment of the tax and not to the purchaser of the 
article. It was added that for this reason and the further reason 
that the price of the articles sold is a matter of negotiation between 
the vendor and the purchaser, the position was taken that no exemp- 
tion from the payment of these taxes could be granted to the manu- 
facturer or vendor by reason of the fact that the sale was made to a 
diplomatic representative of a foreign government. 

The sales tax of 2% established by Law No. 5154 is of course much 
more comprehensive than the luxury tax referred to in the Depart- 
ment’s circular instruction above mentioned since it covers every kind 
of a commercial transaction. 

I therefore have the honor to request instructions as to whether the 
Department wishes the Embassy to protest the tax in general, or to 
limit the protest to the payment of the tax on fixed charges, such as 
bills for rent, telephone, electric light, telegraph and other similar 
services, which do not admit of price negotiation. In view of the fact 
that Iam withholding the payment of bills now due and which should 
be included in the Embassy’s June accounts, I have the honor to re- 
quest that the Department telegraph its instructions prior to June 
30th. 

Respectfully yours, W. S. CuLBertson 

825.512/46 : Telegram 

The Acting Secretary of State to the Ambassador in Chile 
(Culbertson) 

WasHIneTon, July 29, 19383—2 p. m. 
38. Your telegram 86, July 28,* and despatch No. 1487, June 21. 

Follow General Instruction October 24, 1925, particularly fifth para- 

* Not printed.
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graph. With reference to last paragraph of your despatch, limit 
your protest to payment of tax on fixed charges. Amount of rental 
contracted before tax law adopted may be treated as fixed charge. 

| Carr 

825.512/49 

The Chargé in Chile (Norweb) to the Secretary of State 

No. 1551 Sant1ago, October 3, 1933. 
[Received October 12. | 

Str: With reference to this Embassy’s despatch No. 1487 of June 
91, 1933, concerning the 2% sales tax on services rendered to and 
articles purchased by the United States Government in Chile, and to 
the Department’s telegram No. 38 of July 29, 2 p. m., 1933, instructing 
that this Mission limit its protest to the payment of the tax on fixed 
charges, I have the honor to transmit herewith a copy of the Embassy’s 
Memorandum on this subject left at the Foreign Office on August 17, 
1933,37 and a copy, together with English translation, of a Memo- 
randum of the Chilean Government of September 29, 1933, replying 

thereto. 
It will be observed that the Embassy’s Memorandum of August 17, 

1933, points out that the pertinent section of Law No. 5154 amends 
former Law No. 4460 by establishing a sales tax of 2%, and by author- 
izing the seller to collect the said tax directly from the buyer; that con- 
sequently the corresponding invoices carry, in addition to the agreed 
price, a separate charge of 2%, or the sales tax; and that in view there- 
of, the charge would appear to be in the nature of a direct tax against 
the American Government. The Memorandum then sets forth that 
this practice, in so far as it concerns the payment of the tax on fixed 
charges not subject to negotiation between the seller and buyer, is 
contrary to the treatment accorded officers of the Chilean Govern- 
ment in the United States. In consideration thereof and [of?] the 
view expressed informally by the Foreign Office, that it was not 
believed to be the intention of the Congress to place a direct burden 
upon foreign governments, the Memorandum presumes that the Chil- 
ean Government does not wish to apply this direct tax. 

The Foreign Office, in reply to this memorandum seeks to evade the 
issue by the specious argument that the tax is not a sales tax, nor 
even a tax of any kind, but is a surcharge due to the increased cost 
of living which the Government of Chile itself is obliged to pay. 

* Not printed. See note to the German Chargé, July 16, 1926, Foreign Rela- 
tions, 1926, vol. 1, p. 548; the fifth paragraph mentioned above is identical with 
the penultimate paragraph, ibid., p. 550. 

7 Not printed.
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Such reasoning carries no conviction. Unquestionably, the 2% charge 
is a direct tax for the benefit of the Government and not simply a | 
legalized surcharge on industrial and commercial operations. 

Awaiting further instructions from the Department, the Embassy 
is declining to pay this tax. 

Respectfully yours, R. Henry Norwes 

{[Enclosure—Translation] 

The Chilean Ministry for Foreign Affairs to the American Embassy 

MrmoranpuM 

In the Memorandum of August 17, 1933, the Embassy of the United 
States of America referred to the application of the tax of 2% estab- 
lished by Law No. 5154 on invoices for services rendered or articles 
sold to the offices of the Government of the United States of America 
or to the diplomatic or consular officers of that country, and pointed 
out that it involved a direct tax against the said American Government 
and its officers. 

In this connection, the Ministry of Foreign Affairs points out that 
Law No. 5154 established the so-called tax “on the total amount of 
business,” which imposes a tax of 2% on the amount received by 
way of interests, premiums, commissions or other form[s] of remuner- 
ation, authorizing the persons or enterprises subject to the said tax to 
increase their interests, premiums, etc., In a sum equivalent to the 
amount of the tax. The same law raised the former tax on services and 
sales which was 14% on the value thereof, to 2% and also authorized 
the persons or enterprises subject thereto to increase their prices in 
an amount equivalent to the tax. 

It does not therefore appear possible to say that the persons who 
contract with those enterprises which are subject to the tax on the 
amount involved, pay a fiscal tax. These persons experience only the 
increased cost of living which all taxes normally cause. It is indis- 
pensable to distinguish between the tax provided for commercial or 
industrial enterprises and the higher price which the enterprises 
charge or may charge their clients. 

In the case to which the Embassy of the United States of America 
refers, it 1s necessary to observe finally that it does not involve a tax 
of 2% but a surcharge authorized by Law 5154. Thus, the Chilean 
Government itself is obliged to pay its accounts with the said sur- 

charge which would not be the case if the payment of such a 
surcharge could be construed as the payment of a tax. 

Santraco, September 29, 1933.
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825.512/52 

The Ambassador in Chile (Sevier) to the Acting Secretary of State 

No. 21 Santraco, December 18, 1933. 
[Received December 28. | 

Str: With reference to this Embassy’s despatch No. 1551 of October 
8, 1938, concerning the application of the Chilean sales tax, I have 
the honor to transmit herewith a copy of a letter from The Chile 
Telephone Company,** a subsidiary of the International Telephone & 
Telegraph Company, requesting information as to what decision has 
been made relative to the payment of the sales tax on telephone serv- 
ices rendered to this Embassy. It will be recalled that in the last 
paragraph of the despatch under reference, it was stated that the 
Embassy was declining to pay the tax pending further instructions 
from the Department. Accordingly, it would be appreciated if the 
Department would indicate by telegraph what action it desires to take 
with respect to the principle involved. 

Respectfully yours, Hau SEVIER 

825.512/54 

The Acting Secretary of State to the Ambassador in Chile (Sevier) 

No. 8 WASHINGTON, January 10, 1934. 

Sir: Reference is made to the Embassy’s despatch No. 1551, of 

October 3, 1933, and preceding correspondence concerning the appli- 

cation of the Chilean sales tax to services rendered to and articles pur- 
chased by the diplomatic and consular representatives of the United 

States Government in Chile. 
The action of the Chargé d’Affaires in this matter is approved, 

except as to certain limitations hereinafter discussed. Reference 1s 
made to the Department’s telegraphic instruction of July 29, 1933, in 
which attention was called to the fifth paragraph of the General 
Instruction of October 24, 1925. It should be noted that while the 
sales tax referred to in this paragraph was similar to the Chilean sales 

tax under reference, there are certain differences between the two. The 

Chilean law authorizes the person or business from whom the tax is 

collected to pass it on to the consumers. Moreover, there is a difference 

between a luxury tax on articles like automobiles or jewelry, and a tax 

on items such as rates for gas, electricity, water, etc., the latter being 

practically necessities, and the power of the purchaser to negotiate 

for the price being negligible. There is a further important difference 

88 Not printed. .
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between fixed charges such as the Department is concerned with herein, 

and bargaining sales, 
For your information a copy is enclosed of a circular note mailed to 

foreign diplomatic missions in the United States on October 12, 1982, 
and to the Chilean Mission in the United States on October 24, 1932. 
It is suggested that you should call the attention of the Chilean Foreign 
Office to this circular instruction [note?], and point out that in view 
of the liberal attitude of this Government in regard to taxation as it 
is set forth in this instruction [note?], it would seem that American 
diplomatic representatives in Chile should be exempted from the appli- 
cation of the Chilean sales tax in so far as it refers to fixed charges. 

With respect to the Chargé’s protest against the application of the 
Chilean sales tax to American consular officers, it would appear that 
under international law consuls do not necessarily enjoy the same ex- 
emptions from taxation as diplomatic representatives. There is no " 
consular convention or treaty dealing with this subject between the 
United States and Chile. In view of these circumstances and consid- 
ering that the United States did not apply the exemption from the 
Federal excise taxes in 1932 to consular officers, as set forth in the 
above-mentioned circular instruction [note?] to foreign missions, you 
are requested to limit your protest against payment of the Chilean 
sales tax to American diplomatic representatives in Chile. 

Very truly yours, For the Acting Secretary of State: 
Wireur J. Carr 

[Enclosure] 

The Secretary of State to the Chiefs of Foreign Diplomatic Missions 
in the United States 

The Secretary of State presents his compliments to Their Excellen- 
cies and Messieurs the Chiefs of Mission and transmits the following 
information received from the appropriate authority of this Gov- 
ernment concerning their exemption from taxes imposed by the Reve- 
nue Act of 1932: 

Miscellaneous federal excise taxes are imposed by the Revenue Act 
of 1932 on telegraph, telephone, radio and cable facilities; admission, 
dues and initiation fees; transfers of stocks and bonds; conveyances; 
sales of produce for future delivery ; passage tickets; foreign insurance 
policies; safe deposit boxes; checks; electrical energy and use of boats. 

Under the application of the principles of international law exempt- 
ing from taxation ambassadors, ministers and other duly accredited 
diplomatic representatives of foreign governments, together with the
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members of their families living with them and members of their house- 
holds, including attachés, secretaries, clerks and servants who are not 
citizens of the United States, all such diplomatic representatives, to- 
gether with the other personnel above mentioned, are entitled to exemp- 
tion from the taxes in question. 

WasuHineoton, October 12, 1932. 

825.512/55 

The Ambassador in Chile (Sevier) to the Secretary of State 

No. 137 SANTIAGO, July 3, 1934. 

[Received July 12.] 

Sir: I have the honor to refer to the Department’s instruction No. 8 
cf January 10, 1934, and preceding correspondence concerning the 
application of the Chilean sales tax to services rendered to and articles 
purchased by the diplomatic representatives of the United States Gov- 
ernment in Chile. 

Immediately upon receipt of this instruction a Memorandum, as 
per copy enclosed,®® was left with the Foreign Office. On numerous 
occasions since that time the matter has been discussed informally 
with the appropriate authorities. Particular stress has been placed 
on the fact that the United States Government in according exemp- 
tion from Federal excise taxes to foreign diplomatic officers has done 
so under the application of the principles of international law exempt- 
ing from taxation ambassadors, ministers and other duly accredited 
diplomatic representatives of foreign governments. 

At first the Foreign Office endeavored to sustain the position taken 
in its Memorandum of September 29, 1933, (Enclosure No. 2, despatch 
No. 1551, October 3, 1933), that the 2% charge is not a government 
tax but a surcharge authorized by Law No. 5154. Later it advanced 
the theory that the tax was not imposed upon diplomatic representa- 
tives since the Government of Chile looks to the vendor and not to the 
purchaser for the payment of the charge. In both cases the Embassy 
was able to point out that the 2% charge is effectively a government 
tax, which, in view of the manner in which it is itemized in invoices 
and particularly those for fixed charges, is paid directly by the diplo- 
matic representatives of foreign governments. 

During the course of the conversations with the Foreign Office the 
Under Secretary repeatedly expressed the desire of the Government 
of Chile to exempt foreign diplomatic representatives from the pay- 
ment of the 2% sales tax. He explained, however, that since the perti- 
nent law makes no provision for the exemption of such officers, the 

* Not printed.
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Executive is not authorized, even on the grounds of reciprocity, to 
waive the imposition. In this connection he stated that under Chilean 
jurisprudence the municipal law obtains and as provision is not made 
for general exemption from taxation of foreign diplomatic repre- 
sentatives, Congress must enact special legislation granting the 
exemption. ‘The Under Secretary added that at the appropriate 
time the Executive desired to submit to Congress a bill which would 
exempt foreign diplomats from the payment of the tax in question. 
However, the Government is confronted with the fact that it considers 
it politically impossible at this moment to raise with Congress the 
question of any exemption from this tax. The sales tax has been un- 
popular from its inception notwithstanding its continuance is consid- 
ered essential in order to maintain a balanced budget. Furthermore, 
there is a large group in Congress against it and the Executive hesi- 
tates to submit any legislation which will raise the question in any 
form. 

It is apparent that nothing further can be done by the Embassy to 
obtain a modification of the existing practice in Chile with respect to 
this tax, especially since the Government attributes to political rea- 
sons its inability to correct the de facto situation. I would add in this 
connection that it was explained to the Foreign Office that while the 
American Government accords its present liberal treatment to foreign 

diplomatic representatives under the application of the principle of 
international law, its action is predicated on reciprocal treatment to 

American diplomatic officers by the accrediting foreign governments. 
The Under Secretary replied that while he regretted extremely the 
inability of his Government to accord similar privileges to American 
diplomatic officers and he realized that the United States might wish 
to withdraw these privileges now extended to Chilean diplomatic 
officers in the United States, his Government was not in a position to 
give any satisfaction at this time. 

While it seemed that little could be gained by pursuing the ques- 
tion further, it was pointed out that the principle whereunder foreign 
governments exempted each other from taxation appears so well estab- 
lished that the decision of the Foreign Office could not be accepted 
pending instructions from the Department. 

In view of the foregoing I have the honor to request that the Depart- 
ment instruct me as to what action should be taken by me with respect 
to those taxes assessed against the Embassy which I have declined to 
pay on the grounds of the general exemption from taxation accorded 
by governments to each other. 

Respectfully yours, For the Ambassador: 

Rosert M. Scorren 
| oe oo Counselor of Embassy
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825.512/56 : Telegram 

The Ambassador in Chile (Sevier) to the Secretary of State 

SANTIAGO, September 26, 1934—noon. 
[ Received 12:35 p. m.| 

92. Embassy’s despatch 137, July 38rd. As the Chilean Government 

has definitely refused to exempt the Embassy from payment of the 

2 per cent sales tax I request immediate authorization to settle these 

overdue accounts with electric light, cable, telephone and other com- 

panies. The telephone company has long been pressing us for pay- 

ment. 
SEVIER 

825.512/56 : Telegram 

The Secretary of State to the Ambassador in Chile (Sevier) 

WASHINGTON, October 15, 1934—noon. 

73. Your telegram No. 92, September 26, 1934. You are authorized 

to settle the accounts referred to therein, including the payment of 

tax. With regard to your despatch No. 137, July 3, 1934, you are 

referred to the Department’s instruction No. 8, January 10, 1934, and 

instructed to renew your protest against the Chilean sales tax in ac- 

cord with the views set forth in that instruction. 
shwar 

825.512/59 

The Chargé in Chile (Scotten) to the Secretary of State 

No. 224 Santiago, November 8, 1934. 
[Received November 19. ] 

Sir: I have the honor to refer to the Department’s telegram No. 

73, October 15, 12 noon, 1934, in which the Embassy was authorized 

to settle certain pending accounts for the Chilean 2% Sales Tax and 

instructed to renew its protest against this tax in accordance with the 

views set forth in the Department’s Instruction No. 8 of January 10, 

1934. In compliance with the Department’s instruction a formal 

note, a copy of which is enclosed, summarizing the Department’s 

point of view and protesting the payment of this tax was transmitted 

to the Foreign Office. 

As previously stated, the Foreign Office while deploring its inability 

to exempt the American Government from the payment of this tax 

and while recognizing that the Chilean Government is being granted 

” Not printed. Lo
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this courtesy in the United States, has definitely refused to take any 
affirmative action in the matter. In view of this situation the Embassy 
feels that no useful purpose can be served by pressing further at this 
time. The Department of course may wish to consider whether it 
shall recommend the annulment on the part of the Treasury Depart- 
ment of the tax exemption privileges now being granted the Chilean 
Government and its representatives in the United States. 

Respectfully yours, Rosert M. Scorren
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NEGOTIATIONS RESPECTING A NEW TRADE AGREEMENT BETWEEN 
THE UNITED STATES AND COLOMBIA TO REPLACE THE AGREEMENT 
OF DECEMBER 15, 1933? 

611.2131/205b : Telegram | : 

The Acting Secretary of State to the Chargé in Colombia 
(Washington) 

WasuineTon, August 28, 1934—6 p.m. 

55. Consideration is being given to the means of bringing into force 
the provisions of the trade agreement signed December 15, 1933.2 It 
was contemplated when the agreement was signed that it would be 
made effective on the part of this Government by special act of Con- 
gress. It is now desired to bring the provisions of the agreement into 
force under the Trade Agreements Act of June 12, 1934, which does 
not apply to agreements concluded prior thereto. Moreover, Section 
4 of the Act requires reasonable public notice of the intention to con- 
clude such agreements, such notice being defined by Executive Order 
as notice of not less than 30 days. 

Please take up the matter with the Colombian Government and 
ascertain its attitude regarding the signing of a new agreement. It 
is not anticipated that any important changes of substance in the 
provisions of the agreement signed December 15, 1933 would be pro- 
posed by this Government since the views of domestic interests were 
received and considered under the informal procedure prevailing 
when that agreement was negotiated. However, it would not be con- 
sistent with the purpose of Section 4 of the Act to give any definite 
assurance to this effect. In any case some changes of a formal char- 
acter would probably be appropriate, particularly in Article XI which 
relates to the method of making the agreement effective. 

Consideration must be given at this time to the probable plans of 
the Colombian Government with respect to obtaining legislative 
approval of the new agreement as these plans have a bearing on the 
length of notice to be given by this Government under Section 4 of 
the Act. If the Colombian Government should desire to obtain 

* See Foreign Relations, 1933, vol. v, pp. 217 ff. 
* Tbid., p. 249. For an analysis of the provisions of the agreement, see instruc- 

tion No. 55, April 5, 1984, to the Minister in Nicaragua, post, p. 499. 
* 48 Stat. 948. 
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approval of the new agreement at the present regular session of the 
Colombian Congress the minimum public notice of 30 days would be 
given. Assuming that this notice were given about September first 
this Government would be in a position to sign the new agreement 
about October first, which would leave about 20 days of the regular 
session in which to obtain approval by the Colombian Congress. On 
the other hand, if legislative approval in Colombia is to be sought at 
a later time, 6 weeks’ notice would be given here, which would permit 
signature about the middle of October. Please ascertain and report 
the probable plans of the Colombian Government in this matter. 

For your confidential information this Government desires to 
bring the new agreement into force simultaneously with a similar 
agreement with Brazil, negotiations for which are expected to begin 
shortly.* Tentative plans are to complete these negotiations and sign 
the agreement with Brazil by December first. Present indications 
are that the Brazilian legislature probably will not adjourn before 
December 31 and that it could take action on the agreement before 
that date. It is therefore important that legislative action be taken 
on the new agreement with Colombia before the end of this year. 
Please report such information as you may be able to obtain regarding 
the prospects of such action. 

PHILLIPS 

611.2131/207 : Telegram 

The Chargé in Colombia (Washington) to the Secretary of State 

Bocotd, September 1, 1934—2 p. m. 
[Received 9:04 p. m.] 

69. Department’s 55, August 28, 6 p.m. Colombian Minister for 
Foreign Affairs has informed me that his Government agrees to sign- 
ing a new trade agreement and is cabling its Legation in Washington 
to that effect. ‘The Colombian Government desires to obtain approval 
of the new agreement at the present regular session of Congress or 
during the extraordinary session which will probably follow regular 
session. (It is customary for the Colombian Congress to extend itself 
in extraordinary session until November 15th.) The Colombian Gov- 
ernment will leave to the United States to decide whether the new 
agreement be signed the first week in October or later. 

I am informed verbally by the Minister that the Foreign Affairs 
committees of the House and Senate have almost completed their study 
of the agreement. They have however agreed to the signing of a new 

one. 
WASHINGTON 

* See vol. Iv, pp. 542 ff. . oo 

789736—52——9
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[For text of public notice of intention to negotiate a trade agreement 
with Colombia and statistics on trade between the United States and 
Colombia, issued by the Department of State on September 5, 1934, 
see Department of State, Press Releases, September 8, 1934, pages 

160-163. ] 

611.2181/207 : Telegram 

The Secretary of State to the Chargé in Colombia (Washington) 

WASHINGTON, September 22, 1984—noon. 

58. Your 69, September 1, 2.00 p.m. Please ascertain and report 
promptly by cable details of the legislative and administrative steps 
at present necessary to put trade agreement into effect in Colombia. 
In particular, advise on the following questions: 

(1) Does agreement have to be approved by the House and Senate; 
(2) Is it customary to debate the provisions in open session or in 

secret ; 
(3) Ts agreement required. to pend before Congress for a specified 

period; 
(4) Is the President required to proclaim or otherwise officially 

publish the agreement after approval of the Congress and if so within 
what time limit; 

(5) Can President proclaim or otherwise put into effect the agree- 
ment after Congress adjourns. 

For your confidential information this Government prefers that the 
terms of the trade agreement with Colombia should not be made public 
until after a trade agreement with Brazil has been signed. Should it 
appear that negotiations with Brazil cannot be concluded prior to the 
first week in November, the Department may consider suggesting to 
the Colombian Government (1) that its Congress be asked to grant 
extraordinary power to the President specifically to conclude a trade 
agreement with the United States within his discretion, or (2) that the 
provisions of Law No. 35 of 1932 ° be reenacted for the duration of a 
reasonable period. You are requested, if possible, to ascertain dis- 
creetly whether if a bill granting the authority mentioned in the first 
proposition were considered by the Colombian Congress it would be 
necessary for the Congress openly to discuss the terms of the pending 

agreement during the debates on such bill. 
HU 

® Colombia, Diario Oficial, November 5, 1982, p. 417.



COLOMBIA 69 

611.2131/218 : Telegram 

The Chargé in Colombia (Washington) to the Secretary of State 

BocorA, September 24, 1934—9 p. m. 
[Received September 25—3: 14 a. m.] 

74. Department’s 58, September 22, 2 p. m. [noon. | 
(1) Treaties and conventions must be approved by project of law 

passed by both Houses of the Colombian Congress. 
(2) The Minister for Foreign Affairs may request that provisions 

of a treaty or convention be debated in secret session. However, de- 
bates in open session are customary with regard to treaties and the 
Colombian Government has on several occasions promised Congress 
and the public that open discussions of the commercial treaty with the 
United States will be held before the treaty is ratified. These promises 
were made to meet the objections of certain national industries, such 
as the textile industry, which are nervous concerning the effect of the 
treaty upon them. 

(3) The project of law authorizing a treaty or convention must be 
approved by each of the Houses of Congress in three debates on three 
different days thus making [it?] possible to pass a project in a total 
of 6 days, provided the debates are not prolonged. 

(4) The President of Colombia must sign or veto a law within 6 
days after its passage by Congress or, if Congress adjourns within this 
period of time, within 10 days of such adjournment. The law is 
published immediately after he signs it. 

(5) If the law of Congress which approves the treaty so authorizes, 
the President may proclaim the agreement after Congress adjourns. 

(6) It is believed unlikely that President Lopez would ask Congress 
to grant him extraordinary power to conclude a trade agreement with 
the United States within his discretion or to reenact the provisions of 
law 35 of 1932, not only because members of his Government have 
stated on several occasions that an open discussion of the commercial 
treaty with the United States would be permitted before it is ratified 
but also because he stated to the Liberal members of Congress several 
days ago that he would not have signed the Rio de Janeiro protocol ° 
before consulting Congress and would promise not to sign any other 
international agreement before it has [been?] discussed by Congress. 

(7) The Government was authorized by law 31 of 19337 (see 
despatch 5968, November 30 [22], 1983 %) to negotiate a commercial 
treaty with Venezuela but the terms of the treaty were strictly limited 
by the law which was thoroughly discussed by Congress. 

§ Vol. rv, p. 361. 
7 Colombia, Diario Oficial, November 21, 1933, p. 418. 
® Not printed.
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(8) No official of the Colombian Government with whom I have 
talked thinks that Congress will adjourn before the early part of 
1935. Commercial Attaché and I do not believe that the budget for 
1935 can be presented to Congress before the middle of November. 
It is believed discussions regarding other internal affairs and the Rio 
de Janeiro Pact will be prolonged so as to force the President to call 
a special session. It is even believed in some informed circles that 
the President wishes to keep Congress in session until June in order 
to place upon it the responsibility for governing. Consequently it is 
felt that the Department can readily ask the Colombian Government 
to postpone consideration of the trade agreement by its Congress at 

least until December, if not later. 
WASHINGTON 

611.21381/219 : Telegram 

The Chargé in Colombia (Washington) to the Secretary of State 

Bogord, September 25, 1934—7 p. m. 
[Received September 26—8: 05 p. m.] 

78. My telegram No. 74, September 24, 9 p. m. The Minister for 
Foreign Affairs informs me that he believes there is no possibility of 
the adjournment of Congress before the end of the calendar year. 

WASHINGTON 

611.2131/253 : Telegram 

The Minister in Colombia (Whitehouse) to the Secretary of State 

Bocord, November 23, 1934—6 p. m. 
[Received 9:30 p. m.] 

92, All interested Colombian officials whom I have met since my 

return to Bogotdé have inquired about the status of the commercial 

agreement. They appear to be anxious as the result of reports that 

the United States will propose important changes in the agreement 

signed last December. Furthermore, President Lopez apparently 

intends within a few days to summon Congress to convene in extraor- 

dinary session in the month of December for the purpose of consid- 

ering only the subjects enumerated in the Legation’s telegram No. 89, 

November 17, 10 a. m.,° among which is not included the commercial 

agreement. In view of the above I believe it highly important that 

the Department immediately give the Colombian Government some 

indication as to what it will propose regarding the contents of the 

new agreement and when it may be published and freely discussed. 
WHITEHOUSE 

° Not printed.
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611.2131/2538 : Telegram , 

The Secretary of State to the Minister in Colombia (Whitehouse) 

WasuHineton, December 1, 1934—2 p. m. 

66. Your 92, November 23. Trade Agreement Organization has 
about completed consideration of changes in agreement to be proposed 
to Colombia. The proposed changes will be incorporated in a memo- 
randum to be transmitted to Colombian Legation in Washington 
within the next few days. The substance of the proposed changes 
will be sent to you by air mail immediately the note is despatched. 

Hoy 

611.2131/2604 

Memorandum of Conversation Between the Assistant Secretary of 
State (Sayre) and the Colombian Chargé (Gonadlez-Fernandez) 

| [ Wasuineron,] December 10, 1934. 

Mr. Sayre handed Mr. Gonzalez an atde-mémoire * indicating the 
changes which this Government desires to make in the trade agreement 
signed December 15, 1933. Mr. Sayre indicated his understanding 
that discussions of the proposed agreement would take place in Wash- 
ington. He expressed the hope that the conclusion of the agreement 
would be expedited as much as possible so that it could be submitted 
to the Colombian Congress at its extraordinary session. 

Mr. Gonzdlez stated that if the agreement could be concluded in 
time, the Colombian Government would submit it to Congress at its 
extraordinary session, which, he said, probably would not adjourn 
until the middle of February. 

Mr. Sayre then called attention to the fact that this Government 
is not proposing any very radical changes in the agreement signed 
December 15, 1933. The principal changes are those relating to the 
non-application of the anti-dumping act to coffee, and the provisions 
regarding internal taxes. Mr. Sayre explained that when the agree- 
ment of December 15, 1933, was signed, it was the intention of this 
Government to request Congress to make it effective by special act 
which would supersede any conflicting provisions in existing law. 
Since it is now intended to bring the agreement into force under the 
authority of the Trade Agreements Act, it is necessary that its pro- 
visions come clearly within the authority of that Act. The provision 
regarding the non-application of the anti-dumping act to coffee and 
regarding the limitation of the amount of state and municipal taxes, 
not being authorized by the Trade Agreements Act, it becomes neces- 
sary to change them. Mr. Gonzdlez seemed to feel that these changes 
would not create any serious difficulty. _ 

* Infra. ,
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Mr. Sayre then called attention to the fact that this Government 
is offering additional concessions on three products of Colombia in- 
volving a 50% reduction in existing duties, these additional conces- 
sions being made possible by the fact that the Trade Agreements Act 
has provided the authorization necessary therefor. He stated that we 
would appreciate such consideration as Colombia on its part might 
give to the granting of additional concessions on American products. 
Mr. Gonzélez expressed his gratification regarding the proposed addi- 
tional concessions by the United States. He seemed to feel that there 
is a possibility of reciprocal action by Colombia, especially since duty 
reductions are already under consideration in Colombia. He pointed 
out, however, that the executive branch of the Colombian Government, 
unlike that of the United States, must submit the agreement to the 
legislature and this tends to make additional concessions by Colombia 
more difficult. 

Mr. Sayre then called attention to the proposal of this Government, 
that an exchange of notes be entered into concurrently with the pro- 
posed trade agreement, in regard to foreign exchange control. Mr. 
Gonz4lez stated that the foreign exchange control problem is being 
cleared up. He said that as regards current business, American in- 
terests have no difficulty in getting exchange. With reference to 
blocked commercial credits, he stated that 40% of the credits blocked 
as of September, 1931, have been liquidated and referred to the an- 
nouncement of the Colombian Government, following the inquiry by 
our Legation at Bogotd, to the effect that the remaining 60% of the 
blocked credits will be cleared up in three monthly installments, end- 
ing February 15, 1935. While he could not speak officially, Mr. 
Gonzalez stated that there is a definite trend toward the complete 
removal of foreign exchange control. 

611.2131/257 

The Department of State to the Colombian Embassy ™ 

MeEmMorANDUM 

The memorandum of the Department of State dated August 28, 
1934, indicated that the Government of the United States desired to 
conclude a new trade agreement with the Republic of Colombia, under 
the authority of the Trade Agreements Act approved by the Presi- 
dent on June 12, 1934, to replace the Agreement signed December 15, 
1938. It was explained in the memorandum under reference that the 

1 Handed to the Colombian Chargé on December 10, 1934, by Francis B. Sayre, 
Assistant Secretary of State. 

Memorandum missing from Department files.
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Act of June 12, 1934, authorizes the President to enter into trade 
agreements with foreign countries and to make them effective by proc- 
lamation without the necessity of obtaining a special act of Congress 
in each case, and requires, among other things, that the intention to 
negotiate any such agreement must be publicly announced in order 
that interested persons may have an opportunity to present their views. 

These requirements having been complied with, in connection with 
the proposed new trade agreement with the Republic of Colombia, the 
Government of the United States is now in a position to proceed with 
the negotiation of an agreement based upon the provisions of the 
Agreement signed December 15, 1933, and to indicate the changes in 
the latter instrument which it suggests be incorporated in the proposed 
new agreement. 

With reference to the text of the Agreement signed December 15, 
1933, it is necessary to propose a number of changes. There is attached 
the text of the proposed new agreement as it would appear if the sug- 
gested changes were made. For convenience, there is also attached a 
comparative text of the Agreement signed December 15, 1933, showing 
proposed omissions and additions. The changes indicated are in 
large part only formal and will doubtless in most cases be found to be 
self-explanatory. However, certain of them seem to require some 
explanation and comment. 

Article ITI of the Agreement signed December 15, 1933, provided 
in effect that the provisions regarding the customs treatment to be 
accorded by each country to the products of the other should not apply 
to such special duties as are, or may be required to be, imposed by the 
laws of either country on importations which are not properly marked 
to indicate their origin, or to anti-dumping duties. With respect to 
the latter stipulation, however, the article contained an exception to 
the effect that anti-dumping duties would not be applied to unroasted 
coffee imported into the United States from Colombia. 
When the Agreement of December 15, 1933, was signed, it was the 

intention to submit it to the Congress of the United States to be enacted 
into law. Under this procedure the effect of Article ITI, if approval of 
the Agreement by the Congress had been obtained, would have been 
to modify the Anti-dumping Act by statutory enactment. The situa- 
tion, however, has been altered by the fact that the proposed new 
agreement will be brought into force on the part of the United States 
by Executive action, under the authority of the Trade Agreements Act 
of June 12, 1934. It becomes necessary, therefore, to make certain 
that the provisions of the proposed agreement come clearly within the 
authority of that Act. The exception above referred to regarding the 
non-application of the Anti-dumping Act to coffee imported from 

* Not printed.
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Colombia has been carefully considered by the competent legal officers 
of this Government, and they have expressed grave doubt whether the 
Trade Agreements Act authorizes the inclusion of this provision in 
the proposed agreement. For this reason it is considered necessary to 
propose that it be omitted. It may be pointed out, however, that in 
the thirteen years during which the Anti-dumping Act has been in 
effect there has been no occasion for the application of that Act to 
green coffee imported from Colombia. 

The Government of the United States also desires further that the 
whole of Article III of the Agreement signed December 15, 1933, be 
omitted from the new agreement and that the other matters dealt with 
in that article be provided for in general terms in Articles I and IT, as 
indicated in the attached draft of the new agreement. It is believed 
that the provisions in Article III of the Agreement signed December 

_ 15, 1983, regarding additional duties on articles not marked to in- 
dicate the country of origin and regarding anti-dumping duties are 
adequately dealt with in the general clause proposed for inclusion in 
Articles I and II, whereby the duty reductions on products specified 
in the Schedules are confined to ordinary customs duties, and whereby 
such products are exempted from any other duties, taxes, fees or 
charges other or higher “than those imposed or required to be imposed 
by laws . . . in effect on the date of the signature” of the Agreement. 

With reference to Article IV of the Agreement of December 15, 
1933, relating to internal taxes, the changes suggested are based on 
considerations similar to those with respect to the non-application 
of anti-dumping duties to green coffee imported from Colombia. As 
in the latter case, there is grave doubt whether the Trade Agreements 
Act of June 12, 1934, authorizes the inclusion of any provision with 
regard to the limitation of the amount of state or municipal taxes. 
For this reason it is necessary to propose that the provisions of the 
third paragraph of Article IV, whereby such a limitation is imposed, 
be omitted from the new agreement. It will be observed that in the 
proposed revision of the text the corresponding obligation on the part 
of the Republic of Colombia with respect to departmental and munici- 
pal taxes has been omitted. 

On the other hand, a further study of the legal considerations in- 
volved has led to the conclusion that it would be possible, in conformity 
with constitutional provisions, to include in the proposed new agree- 
ment a provision for national and most-favored-nation treatment with 
respect to state and municipal taxes. The provisions of the second 
paragraph of the proposed revised text of Article IV have been modi- 
fied in accordance with the above considerations. The Government 
of the United States requests that, reciprocally, the provision for 
national and most-favored-nation treatment in Colombia regarding 
departmental and municipal taxes likewise be revised so as to be
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made applicable to all articles enumerated and described in Schedule I. 
This would, of course, involve the omission of Schedule III of the 
Agreement signed December 15, 1933. 

Article IV as thus revised would provide (a) for national and most- 
favored-nation treatment with respect to national or federal internal 
taxes on all articles, whether or not included in the appended Sched- 
ules; (6) a limitation on the absolute amount of national or federal 
internal taxes on articles enumerated and described in the Schedules; 
and (¢) reciprocal national and most-favored-nation treatment with 
respect to state or departmental, and municipal taxes on all articles 
enumerated and described in the Schedules. 

With reference to the tariff concessions set forth in Schedule II of 
the Agreement signed December 15, 1933, the Government of the 
United States is prepared to add the following articles to the list of 
products on which customs concessions would be granted by the United 
States to Colombia: 

(1) Paragraph 10 (Tariff Act of 1930*)—TZolu balsam, natural 
and uncompounded, not containing alcohol; present duty 10% ad 
valorem; proposed new duty, 5% ad valorem. 

(2) Paragraph 35 (Tariff Act of 1980)—ipecac, natural and un- 
compounded, but advanced in value or condition by any process or 
treatment whatever beyond that essential to proper packing and the 
prevention of decay or deterioration pending manufacture, and not 
containing alcohol; present duty 10% ad valorem; proposed new 
duty, 5% ad valorem. 

(3) Paragraph 762 (Tariff Act of 1930)—castor beans; present 
duty one-half of 1 cent per pound; proposed new duty, one-fourth of 
1 cent per pound. 

With reference to the proposed tariff concessions by Colombia on 
products of the United States included in Schedule I of the Agree- 
ment signed December 15, 1933, the Government of the United States 
invites attention to the fact that certain of the rates of duty in the 
Colombian tariff, particularly those on agricultural products, are 
extremely high and would remain so even if they were reduced as 
provided for in Schedule I of the Agreement signed December 15, 
1933. Therefore, the Government of the United States would appre- 
ciate such consideration as the Government of the Republic of Colom- 
bia may be disposed to give to the possibility of granting some further 
reductions in such duties. 

With reference to the matter of foreign exchange control, the Gov- 
ernment of the United States proposes that there be included in a 
separate exchange of notes, to be entered into concurrently with the 
proposed trade agreement, provisions on this subject designed recipro- 

* cally to protect the interests of the two countries. 

Wasuineton, December 10, 1934. 

* 46 Stat. 590.
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[Enclosure] 

Proposed New Reciprocal Trade Agreement With Colombia 

The President of the United States of America and the President 
of the Republic of Colombia, desiring to promote trade between the 
two countries, have arrived at the following reciprocal Agreement. 

Articts [ 

Articles the growth, produce or manufacture of the United States 
of America, enumerated and described in Schedule I annexed to this 
Agreement and made a part thereof, shall, on their importation into 
the Republic of Colombia, be exempt from customs duties in excess of 
those set forth in the said Schedule. For purposes of this article the 
term “customs duties” means the duties set forth in the Tariff Schedule 
of Colombian law 62 of 1931,1** as modified and in effect on the day of 
the signature of this Agreement. 

No other or higher duties, taxes, fees, or charges of whatever denom- 
ination, other than customs duties, shall be imposed on or in con- 
nection with the importation into the Republic of Colombia of articles 
the growth, produce or manufacture of the United States of America 
enumerated and described in Schedule I, than those imposed or re- 
quired to be imposed by laws of the Republic of Colombia in effect 
on the day of the signature of this Agreement. 

Articie II 

Articles the growth, produce or manufacture of the Republic of 
Colombia, enumerated and described in Schedule IT annexed to this 
Agreement and made a part thereof, shall, on their importation into 
the United States of America, be exempt from ordinary customs duties 
in excess of those set forth in the said Schedule and from all other 
duties, taxes, fees, charges or exactions, imposed on or in connection 
with importation, in excess of those imposed or required to be imposed 
by laws of the United States of America in effect on the day of the 
signature of this agreement. The provisions of this article shall not 
apply to coffee imported into Puerto Rico. 

Articie ITI 

All articles the growth, produce or manufacture of the United 
States of America or the Republic of Colombia, shall, after importa- 
tion into the other country, be exempt from national or federal internal 
taxes, fees, charges or exactions other or higher than those payable on 

48 Colombia, Diario Oficial, May 22, 1931, p. 401.
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like articles of national origin or any other foreign origin; and articles 
the growth, produce or manufacture of the United States of America, 
or the Republic of Colombia enumerated and described in Schedules I 
and II, respectively, shall, after importation into the other country, 
be exempt from all internal taxes, fees, charges or exactions other or 
higher than those payable on like articles of national origin or any 
other foreign origin. 

Articles the growth, produce or manufacture of the United States 
of America or the Republic of Colombia enumerated and described 
in Schedules I and II, respectively, shall, after importation into the 
other country, be exempt from any national or federal internal taxes, 
fees, charges or exactions other or higher than those imposed or 
required to be imposed by laws of the United States of America and 
the Republic of Colombia, respectively, in effect on the day of the sig- 
nature of this Agreement. 

In so far as rates and charges for transportation services within 
the United States of America or the Republic of Colombia are imposed 
or controlled by the Government of the respective country, goods 
which are grown, produced or manufactured in the territory of either 
country shall pay within the territory of the other country transpor- 
tation rates and charges which are not discriminatory as compared 
with the rates and charges on like goods of domestic origin trans- 
ported under like circumstances and conditions. 

Articte IV 

No prohibition or restriction on importations shall be imposed by 
the United States of America or the Republic of Colombia on articles 
the growth, produce or manufacture of the other country with respect 
to which obligations have been assumed under Articles I or II of this 
Agreement: Provided, That the foregoing provision shall not apply 
to prohibitions or restrictions relating to public security; imposed on 
moral or humanitarian grounds; designed to protect human, animal, 
or plant life; applying to prison-made goods; relating to the enforce- 
ment of police or revenue laws; or designed to extend to imported 
products a regime analogous to that affecting like or competing 
domestic products. 

ARTICLE V 

Laws, regulations of administrative authorities and decisions of 
administrative or judicial authorities of the United States of America 
and the Republic of Colombia, respectively, pertaining to the classi- 
fication of articles for customs purposes or to rates of duty shall be 
published promptly in such manner as to enable traders to become 
acquainted with them.
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Unless otherwise provided under constitutional requirements, no 
administrative ruling by the United States of America or the Repub- 
lic of Colombia effecting advances in duties or charges applicable 
under an established and uniform practice to imports, from the terri- 
tory of the other country, or imposing any new requirement with 
respect to such importations, shall be effective retroactively or with 
respect to articles either entered for or withdrawn for consumption 
prior to the expiration of thirty days after the date of publication of 
notice of such ruling in the usual official manner. The provisions of 
this paragraph do not apply to administrative orders imposing anti- 
dumping duties, or relating to sanitation or public safety, or giving 
effect to judicial decisions or decisions of customs courts. 

ARTICLE VI 

It is agreed that the United States of America and the Republic of 

Colombia will grant each other unconditional and unrestricted most- 
favored-nation treatment in all matters concerning customs duties and 
subsidiary charges of every kind and in the method of levying duties, 

and, further, in all matters concerning the rules, formalities and 
charges imposed in connection with the clearing of goods through 

the customs. 
Accordingly, natural or manufactured products having their origin 

in the United States of America or the Republic of Colombia shall in 
no case be subject, in the other country in regard to the matters re- 
ferred to above, to any duties, taxes or charges other or higher, or to 
any rules or formalities other or more burdensome, than those to which 
the like products of any third country are or may hereafter be sub- 

ject. 
Similarly, natural or manufactured products exported from the ter- 

ritory of the United States of America or the Republic of Colombia 
and consigned to the territory of the other country shall in no case be 
subject with respect to exportation and in regard to the above-men- 
tioned matters, to any duties, taxes or charges other or higher, or to 
any rules or formalities other or more burdensome, than those to which 
the like products when consigned to the territory of any third country 

are or may hereafter be subject. 
Any advantage, favor, privilege or immunity which has been or may 

hereafter be granted by the United States of America or the Republic 
of Colombia in regard to the above-mentioned matters, to a natural 
or manufactured product originating in any third country or con- 
signed to the territory of any third country shall be accorded immedi- 
ately and without compensation to the like product originating in or 
consigned to the territory of the Republic of Colombia or the United 
States of America, respectively.
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Without prejudice to the provisions of Article IV of this Agreement, 
neither the United States of America nor the Republic of Colombia: 
shall establish any prohibition or maintain any restriction on imports 
from the territory of the other country which is not applied to the 
importation of any like article originating in any third country. With- 
out prejudice to the provisions of Article IV of this Agreement, any 
abolition of an import prohibition or restriction which may be granted 
even temporarily by the United States of America or the Republic of 
Colombia in favor of an article of a third country shall be applied 
immediately and unconditionally to the like article originating in 
the territory of the Republic of Colombia or the United States of 
America, respectively. 

In the event of rations or quotas being established by the United 
States of America or the Republic of Colombia for the importation of 
any article otherwise restricted or prohibited, it is agreed, without 
prejudice to the provisions of Article IV, that in the allocation of the 
quantity of restricted goods which may be authorized for importa- 
tion, the other country will be granted a share equivalent to the pro- 
portion of the trade which it enjoyed in a previous representative 
period. 

Nevertheless, the advantages now accorded or which may hereafter 
be accorded by the United States of America or the Republic of Co- 
lombia to adjacent countries in order to facilitate frontier traffic, and 
advantages resulting from a customs union to which either country 
may become a party shall be excepted from the operation of this 
Agreement; and this Agreement shall not apply to police or sanitary 
regulations or to the commerce of the United States of America with 
the Republic of Cuba, or to commerce between the United States of 
America and the Panama Canal Zone, the Philippine Islands, or any 
territory or possession of the United States of America or to the com- 
merce of the territories and possessions of the United States of America 
with one another. 

Subject to the reservations set forth in the preceding paragraph, 
the provisions of this article shall apply to articles the growth, pro- 
duce or manufacture of any region under the sovereignty or authority 
of the United States of America or the Republic of Colombia imported 
from or exported to any region under the sovereignty or authority of 
the Republic of Colombia or the United States of America, respec- 
tively. It is understood, however, that the provisions of this paragraph 
do not apply to the Panama Canal Zone. 

Articte VIT 

In cases in which any penalty or additional duties shall be imposed 
in the United States of America or the Republic of Colombia in
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respect of customs regulations or customs formalities on merchandise 
arriving from the territory of the other country, a period of at least 
sixty days will be granted the importer or other party in interest, 
or the agent of either of them, in which an appeal may be taken 
to an appropriate authority competent to review the matter: Pro- 
vided, That in the case of merchandise liable to perish or to waste 
or to become greatly reduced in value by keeping, or when the expense 
of preserving the merchandise is out of proportion to the value thereof, 
such merchandise may be sold, and the net proceeds obtained from such 
sale shall be considered merchandise within the meaning of this 
paragraph and shall be accorded all the privileges of appeal as 
provided herein. 

Greater than nominal penalties will not be imposed in the United 
States of America or the Republic of Colombia upon importations 
of products or manufactures of the territory of the other country 
because of errors in documentation obviously clerical in origin or where 
good faith can be established. 

The Government of each country will accord sympathetic considera- 
tion to such reasonable representations as the other Government may 
make regarding the operation of customs regulations, the observance 
of customs formalities, and the application of sanitary laws and regu- 
lations for the protection of human, animal, or plant life. 

Articte VIII 

Except as provided in Article VI the provisions of this Agreement 
relating to the treatment to be accorded by the United States of 
America and the Republic of Colombia, respectively, to the commerce 
of the other country, shall not apply to the Philippine Islands, the 
Virgin Islands, American Samoa, the Island of Guam, nor to the 
Panama Canal Zone. 

ArticLte IX 

On and after the day on which this Agreement comes into force, 
articles the growth, produce or manufacture of the United States 
of America and articles the growth, produce or manufacture of the 
Republic of Colombia previously imported into the other country 
shall be subject to the provisions of this Agreement, if entry therefor 
has not been made, or if they have been previously entered without 
payment of duty and under bond for warehousing, transportation, or 
any other purpose, and without any permit of delivery to the 
importer or to his agent having been issued: Provided, That when 
duties are based upon the weight of merchandise deposited in any 
public or private warehouse, the said duties shall, except as may be 
otherwise specially provided in the tariff laws of the respective coun-
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tries in force on the day of the signature of this Agreement, be levied 
and collected upon the weight of such merchandise at the time of its 
entry. 

ARTICLE X 

The United States of America and the Republic of Colombia retain 
the right to apply such measures as they respectively may see fit with 
respect to the control of the export or sale for export of arms, muni- 
tions, or implements of war, and in exceptional circumstances of other 
material needed in war. 

Articta XI 

Nothing in this Agreement shall be construed in any way to affect 
any of the provisions of the treaty signed at Bogota, April 6, 1914, by 
the United States of America and the Republic of Colombia. 

Articte XII 

The Governments of the United States of America and the Republic 
of Colombia declare that the purpose of this Agreement is to grant 
mutual and reciprocal concessions and advantages for the promotion 
of commercial relations between the two countries; and that each and 
every one of the provisions contained herein shall be complied with 
and interpreted in accordance with this spirit and intention. 

Articte XIII 

The present Agreement shall come into full force on the thirtieth 
day following proclamation thereof by the President of the United 
States of America and the President of the Republic of Colombia, 
or should the proclamations be issued on different days, on the thirtieth 
day following the date of the later in time of such proclamations, and 
shall remain in force for the term of two years thereafter. The Gov- 
ernment of each country shall notify the Government of the other 
country of the date of its proclamation. 

Unless at least six months before the expiration of the aforesaid 
term of two years the Government of either country shall have given 

to the other Government notice of intention to terminate the Agree- 
ment upon the expiration of the aforesaid term, the Agreement shall 
remain in force thereafter until six months from such time as the 
Government of either country shall have given notice to the other 

Government. 
In witness whereof the respective Plenipotentiaries have signed this 

Agreement and have affixed their seals hereto.
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Done in duplicate, in the English and Spanish languages, both 
authentic, at the City of Washington this ....dayof........,, 
198... 

For the President of the United States of America; 

For the President of the Republic of Colombia: 

611.2181/257 

The Secretary of State to the Minister in Colombia (Whitehouse) 

No. 106 WasuHInetTon, December 10, 1934. 

Sir: There is transmitted herewith for your information a copy 
of an aide-mémoire and enclosures which was today transmitted to the 
Chargé d’A ffaires ad interim of Colombia,” in regard to the proposed 
trade agreement between the United States and Colombia. 

Although it is expected that the agreement will be negotiated and 
signed in Washington, you are nevertheless requested to familiarize 
yourself with the proposals contained in the aide-mémoire and enclo- 
sures and to take an early occasion to ascertain the reaction of the 
Colombian Government with respect to them. This Government is 
anxious to proceed rapidly with the negotiations in order that, if pos- 
sible, the agreement may be submitted to the Colombian Congress 
before the adjournment of the special session. 

Very truly yours, For the Secretary of State: 
Francis B. Sayre 

611.2131/262 : Telegram 

The Chargé in Colombia (Washington) to the Secretary of State 

Bocorda, December 17, 1934—noon. 
[Received 1:40 p.m.] 

109. Department’s instruction No. 106, December 10th. ‘The con- 
troversy over Rio de Janeiro Pact * and the disagreements between the 
Executive and Congress regarding monetary problems for the next 
fiscal year make it improbable that action will be taken on the com- 
mercial treaty before the termination of the present extraordinary 
session of Congress on December 31st. Nevertheless it is possible that 
Congress will be called in session during January. 

WASHINGTON 

> Supra. 
* For correspondence concerning the Leticia dispute between Colombia and 

Peru, see vol. Iv, pp. 321 ff.
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611.2131/268a : Telegram 

The Secretary of State to the Chargé in Colombia (Washington) 

Wasuineron, December 26, 1934—4 p.m. 

_ 72, Have you had an opportunity to obtain the reaction of the 
Colombian Government with respect to the proposals transmitted with 
the Department’s instruction No. 106 of December 10, 1934. 

Hou 

611.2131/264 : Telegram 

The Chargé in Colombia (Washington) to the Secretary of State 

Bocord, December 26, 1934—8 p.m. 

[Received 9:47 p.m.] 

112. Department’s 72, December 26, 4 p.m. Holidays and the pre- 
occupation of the remaining official with the Rio de Janeiro Pact 
have apparently caused postponement of serious study of the pro- 
posals. The Secretary of the Foreign Office tells me that he is con- 
cerned over the changes regarding municipal and state taxes and 
over article X of the revised proposals. Regarding the latter he asks 
whether the United States might not apply control measures to the 
export of implements of war to Colombia which would not be applied 
to exports destined to an enemy of Colombia. 

The Secretary also informs me that President Lopez had stated 
that he foresaw no difficulty in presenting the commercial treaty to 
Congress in the near future thereby indicating that he contemplated 
calling another extra session in the new year. 

WaAsHINGTON 

611.2131/264: Telegram 

The Secretary of State to the Chargé in Colombia (Washington) 

Wasuineron, December 29, 1934—-3 p. m. 

74, Your 112, December 26, 1934. For your confidential informa- 
tion trade agreement negotiations with Brazil are nearing completion 
and it is desired to conclude the Colombian negotiations without delay 
in order that the two agreements may be brought into force simul- 
taneously. Accordingly, you are requested to urge discreetly that the 
proposals be acted upon promptly. 

It is especially desired that Colombia agree to the proposed changes 
relating to state and municipal taxes. Since the Secretary of the 
Foreign Office has expressed an interest therein it is suggested that 

789786—52——-10
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you discuss the matter orally and informally with him pointing out 
that inasmuch as this Government now is offering to accord to the 
products of Colombia enumerated in Schedule Two unqualified and 
unrestricted national and most favored nation treatment with respect 
to such taxes, the request that the same treatment be accorded to all 
of the products of the United States enumerated in Schedule I is 
fair and reciprocal. In this connection it will be recalled that in 
the agreement of December 15, 1933, the pledge on the part of this 
Government insofar as national treatment relating to state and mu- 
nicipal taxes is concerned is restricted to such taxes “affecting interstate 
or foreign commerce.” Further, the new proposal would place no 
limitation on the amount of such taxes, whereas the agreement of 
December 15, 1933, does limit the amount thereof. 

Also, it may be said that in the view of this Government the new 
proposal relating to state and municipal taxes is the only change of 
importance in the agreement of December 15, 1933, which has been 
definitely proposed (for this Government does not consider elimination 
of the provision suspending application of the anti-dumping act to 
green coffee to be of any practical importance to Colombia). 

This Government might have definitely proposed deeper tariff re- 
ductions and reductions on additional important American exports to 
Colombia in view of the fact that many of the rates of duty in the 
Colombian tariff, particularly those on agricultural products, are ex- 
tremely high and a number of the tariff concessions accorded by 
Colombia are little more than nominal. Instead, as regards the tariff 
concessions accorded by Colombia, this Government has confined itself 
merely to a statement that it would appreciate such consideration as 
the Colombian Government may be disposed to give in respect of 
further tariff reductions. 

Concerning Article X, you may inform the Secretary of the Foreign 
Office that this is a typical article which we plan to include in all 
our trade agreements. Its purpose is to reserve to each government 

| the unqualified right to apply control measures to the export or sale 
for export of arms, munitions, or implements of war to any country 
whether or not such export control measures are applied to any other 
country. However, you may point out informally that it has not 
been the policy of this Government, when Latin American countries 
are at war, to apply control measures to such exports to one belligerent 
and not to the other. 

Please report promptly by cable. 

Huon
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611.2131/267 : Telegram 

The Chargé in Colombia (Washington) to the Secretary of State 

Bogord, December 31, 19384—11 a. m. 
[Received 12:55 p. m.] 

115. Department’s 74, December 29, 3 p. m. General confusion 
existing today in Colombian executive circles makes it advisable to 
postpone conversations regarding commercial treaty for several days. 

For my information in conversations, please inform me whether 
the Colombian Government was given to understand that United 
States Federal Government could and would prevent the imposition 
of municipal sales taxes on coffee under the terms of the agreement of 

December 15th, 1938. 
WASHINGTON 

611.2131/267 : Telegram 

The Secretary of State to the Chargé in Colombia (Washington) 

WASHINGTON, January 9, 1935—6 p. m. 

2. Your 115, December 31,11:00a.m. There is no provision in the 
agreement of December 15, 1933, which would prevent, without quali- 

fication, the collection of municipal sales taxes in the United States 
on coffee or any other product imported from Colombia and no assur- 
ances have been given to the Colombian Government at any time that 
the Federal Government of the United States could or would prevent 
in general the imposition of such taxes under the terms of the agree- 
ment or otherwise. 

In the course of the negotiations leading to the agreement men- 
tioned, it was fully explained to the Colombian technical experts that 
the weight of legal authority strongly inclines to the view that, under 
the constitutional régime in the United States, the Federal Govern- 
ment is without power, whether by treaty or statutory enactment, to 
prohibit states or municipalities from imposing excise or consump- 
tion taxes, including, of course, sales taxes, except with respect to taxes 
directly affecting interstate or foreign commerce. 

Accordingly, it will be noted that the provisions of Article IV of 
the agreement in question, relating to national treatment and limita- 
tions upon the amount of state and municipal taxes in the United 
States, are limited to excise or consumption taxes which affect inter- 
state or foreign commerce and are or may be subject to statutory con- 
trol by the Federal Government in the exercise of its constitutional 
powers. 

Hou
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PRELIMINARY DISCUSSIONS RESPECTING A TRADE AGREEMENT 

BETWEEN THE UNITED STATES AND COSTA RICA 

611.18381/11 : Telegram 

The Minister in Costa Rica (Sack) to the Acting Secretary of State 

San José, December 18, 1933—3 p. m. 
[Received 7:50 p. m.] 

36. References Montevideo circular telegrams December 12, noon, 
and December 13,1a.m.1 The Costa Rican Government is anxious to 
negotiate speedily new commercial treaty with the United States 
along complete lines of the Hull resolution at Montevideo ? as a substi- 
tute for existing treaty ratified in 1852. At present chief Costa Rican 
exports to the United States, banana and coffee, admitted duty free 
but practically all imports from the United States are taxed although 
not discriminatory with reference to other nations. European nations 
can not impose tax on Costa Rican products. 

Foreign Minister Pacheco told me today that he would like to 
begin active treaty negotiations here early in January and he suggests 
reduction of some of present Costa Rican high trade barriers. 

In 1932, 42.70 per cent total dollar value of Costa Rican imports 
came from the United States; 10.93 per cent from Great Britain: 47.8 
per cent total exports went to Great Britain and 39.30 per cent went to 
the United States. Within the last year Costa Rica negotiated new 
commercial treaties with Great Britain, France,’ Italy ® and Ger- 
many.” China and Japan now seeking new treaties. 

Will appreciate by air mail text of specific paragraphs sought in 
proposed treaty, form desired and any other instructions, 

Sack 

* Not found in Department files. 
*See Foreign Relations, 1933, vol. Iv, p. 192. 
*Treaty signed July 10, 1851, William M. Malloy (ed.), Treaties, Conventions, 

ctc., Between the United States of America and Other Powers, 1776-1909 
(Washington, Government Printing Office, 1910), vol. 1, p. 341. 

* See British Board of Trade Journal, May 4, 1933, p. 692. 
° Modus vivendi signed March 1, 1933, La Gaceta, March 7, 1983, p. 425. 
*Treaty of Navigation and Commerce, signed June 14, 1933, Italy, Ministry 

for Foreign Affairs, Trattati e convenzioni fra il regno d'Italia e gli altri statt, 
1938, vol. 46, p. 165. 

"Treaty of Commerce, with protocol, signed October 26, 1932, British and 
Foreign State Papers, vol. oxxxv, p. 470. 
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611.1831/11 

The Acting Secretary of State to the Minister in Costa Rica (Sack) 

No. 10 WasHIneron, January 4, 19384. 

Str: Reference is made to your telegram No. 36, December 18, 
3:00 p. m., regarding the desire of the Costa Rican Government to 
negotiate a new commercial treaty with the United States. 

Before negotiations are undertaken the basis of the proposed trade 
agreement should be further explored. You should therefore take 
up the matter informally with the Foreign Minister and ascertain 
more specifically the character of the agreement which he has in 
mind. Over eighty percent of Costa Rica’s exports to the United 
States consist of coffee and bananas. In the proposed agreement, 
therefore, the United States might undertake that these products 
should continue to be admitted free of duty in return for reductions 
in duties by Costa Rica on important products of the United States. 
It is possible that in the course of the exploratory conversations Costa 
Rica may wish to bring to the attention of the United States other 
products in addition to bananas, and coffee, on which concessions would 
be desired. While sympathetic consideration would be given to any 
such proposals, it is believed that in view of the importance of coffee 
and bananas in Costa Rica’s trade with the United States a guaranty 
of continued free entry of these products would be equivalent in value 
to concessions by Costa Rica on the principal products imported from 
the United States. 

The trade agreement might also contain a provision for uncondi- 
tional and unrestricted most favored nation treatment, subject to the 
usual exception regarding Cuba, and other generally recognized ex- 
ceptions; provision against quantitative restrictions (quotas) on im- 
ports of products respecting which tariff concessions are granted by 
each party under the agreement; provision against increased internal 
taxes on such products; and national treatment with respect to in- 
ternal taxes on all products. 

If the Foreign Minister is prepared to begin exploratory conversa- 
tions along the lines above indicated, the Department will send you as 
soon as possible a statement regarding the concessions which would 
probably be requested by the United States. 

You should make it clear that the intention of this Government is 
solely to explore the situation with a view to determining whether nego- 
tiations if undertaken would be likely to meet with success. 

Very truly yours, For the Acting Secretary of State: 
Francis B. Sayre
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611.1831/14 

The Minister in Costa Rica (Sack) to the Acting Secretary of State 

No. 93 San Josh, January 17, 1934. 
[Received January 24. | 

Sir: With reference to Instruction No. 10 of January 4, 1934, in 
reply to my telegram No. 36 of December 18, 3 p. m. (1933), concern- 
ing the desire of the Costa Rican Government to negotiate a new com- 
mercial treaty with the United States, I have the honor to report :— 

On yesterday I discussed this matter further at a conference jointly 
with President Ricardo Jiménez and Foreign Minister Leonidas 
Pacheco in the office of the President. JI explained to both officials that 
while the United States was willing to give sympathetic consideration 
to their suggestion for a new treaty, that in view of the fact that the 
exportation of Costa Rican coffee and bananas to the United States 
furnishes such a tremendous factor in the total of Costa Rican foreign 
trade, that the United States sought concessions with reference to 
American products imported by this country. 

I pointed out also that the United States would desire that the pro- 
posed treaty contain a provision for unconditional and unrestricted 
most favored nation treatment; likewise provision against quantita- 
tive restriction on imports of products respecting which tariff conces- 
sions are granted by each party under the agreement; provision against 
increased internal taxes on such products, and national treatment in 
respect to internal taxes on all products. 

In the absence of specific instructions from the State Department, I 
was unable, at their request, to say definitely upon what American 
products my Government would desire concessions, but I called their 
attention to the situation now prevailing with reference to the importa- 
tion of American food products, particularly flour, fats and canned 
groceries. These are not luxury articles and neither are they competi- 
tive with Costa Rican products. 

The majority of such foodstuffs imported by Costa Rica come from 
the United States, but the duties are so high that the prices are almost 
prohibitive, particularly with reference to vegetable and meat fats and 
canned foodstuffs. 

In connection with the duty on canned foodstuffs, I called the Presi- 
dent’s attention to a personal observation I made during the present 
week. On the 9th of January, I received from the United States Navy 
Commissary Store at the Canal Zone, three small cases of canned food- 
stuffs which cost $12.50. As the Department is aware, diplomatic off- 
cers in Costa Rica are permitted to receive their personal shipments 
without payment of duty. It is a custom, however, to return with the 
bill of lading a cancelled customs receipt. Attached to the bill of
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lading for these $12.50 of groceries was a customs receipt for 159.80. 

At the current rate of exchange of (4.50 to $1, this is a duty of $35.50 

on the $12.50 shipment. 
The President and Foreign Minister Pacheco agreed with me that 

this duty is so high that the purchase of American canned goods im- 
ported into Costa Rica is beyond the means of the ordinary consumer. 

They also agreed that such an excessive tariff on non-competitive 

articles defeated the fundamental purpose of the tax because it 

restricted consumption. 
In my conversations I also suggested that perhaps the United 

States Government might desire certain concessions on textiles which 
are imported in large quantities from the United States. 

The President and the Foreign Minister both expressed a willing- 
ness to grant the United States reciprocal advantages in return for the 
continued assurance of a free of duty market for Costa Rican coffee 

and bananas. The Costa Rican Government, I should add, is ex- 
tremely desirous of a perpetuation of this satisfactory arrangement 

from their standpoint, not only because of the immediate market pos- 
sibilities but also because there prevails in this country a general desire 
to greatly increase markets in the United States for Costa Rican coffee, 
and. it is the belief of Government officials that if and when the pro- 
posed Inter-American Highway is completed, large undeveloped areas 
will be made available for coffee which, it is hoped, can be sold in the 
markets of the United States. 

At the moment, neither official was in a position to suggest whether 

they desired additional tariff favors from the United States, but I was 
told that the matter would be discussed with Finance Minister Brenes 
and if there was anything else that he was interested in aside from 
equal courtesies with other nations on the importation of Costa Rican 
manufactured liquors, I would be so notified. 

For the information of the Department, I am attaching herewith 
memoranda prepared for me, at my request, by Vice Consul Livingston 
Satterthwaite,’ in charge of the American Consulate in San José, with 
reference to duties on principal American imports. There are on file 
in the Department at present, detailed reports from the Consulate 

showing dollar values of American imports by Costa Rica which will 
be helpful to the Department in preparing, for my guidance, a state- 

ment “regarding the concessions which would probably be requested 
by the United States”. 

If the State Department desires that I carry on with these conversa- 

tions with a view of actual conclusion of a treaty, may I repeat my 
request in my telegram of December 18, 1933, that I be supplied with 
such textual data as the Department wishes incorporated in the treaty. 

Respectfully yours, Lzo R. Sack 

* Not printed.
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611.1831/14: Telegram 

The Secretary of State to the Minister in Costa ica (Sack) 

Wasuineron, July 17, 19384—8 p. m. 

28. Department’s instruction No. 10, January 4, 19384. The Depart- 
ment wishes to commence exploratory conversations as soon as possible. 
It is therefore preparing a study of the trade between the two coun- 
tries and a list of the concessions which would probably be asked of 
Costa Rica. This list will be forwarded to you shortly. It is hoped 
that Costa Rica in turn will be in a position to expedite its own study 
in order that actual conversations can be initiated in San José not later 
than September 1. Please ascertain and report whether this is agree- 
able to the Government of Costa Rica. It is desired that no publicity 
be given matter for time being. 

Hoy 

611.1831/20 : Telegram 

The Minister in Costa Rica (Sack) to the Secretary of State 

San Josh, July 18, 1934—5 p. m. 
[ Received 9:10 p. m.] 

35. Referring to Department’s telegram No. 28, July 17, 8 p. m., 
Foreign Minister informs me today he will expedite Costa Rican 
studies for purpose of initiating actual conversations for new treaty 
on September 1st. Foreign Minister, however, apparently is not as 
enthusiastic now for new treaty as Government was last January be- 
cause Germany, which buys more from Costa Rica than it sells, is 
pressing for equitable balancing of trade. Foreign Minister points out 
that the United States now sells Costa Rica more than it buys and he 
shows no enthusiasm for reducing any Costa Rican duties in view of 
Government’s need for import revenues. At the same time he de- 
sires continuation of free entry into the United States of chief Costa 
Rican products. 

SACK 

611.1831/24a : Telegram 

The Acting Secretary of State to the Minster in Costa Rica (Sack) 

WASHINGTON, September 4, 1934—6 p. m. 

35. Please inquire of the Costa Rican Government whether it is 
prepared to initiate at an early date exploratory conversations look- 
ing to the negotiation of a commercial agreement. Since this Govern- 
ment is planning to give public notice shortly of the intention to 
negotiate agreements with other Central American countries it seems
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appropriate to inquire as a matter of courtesy whether the Costa Rican 
Government desires a similar announcement to be made with respect 
to that country. 

Please rush reply. . 
Moore 

611.1831/25 : Telegram 

The Minister in Costa Rica (Sack) to the Secretary of State 

San José, September 6, 1934—9 p. m. 
[Received September 7—10 a. m. | 

48. Referring to Department’s telegram No. 35, September 4, 6 p. m., 
Foreign Minister in note dated today says that: 

“T am pleased to confirm to you what I had the honor to state in 
my personal letter of the 21st of July last, that is to say, that my Gov- 
ernment has no obj ection to opportunely initiating conversations with 
that of the United States for the negotiation of a new commercial 
agreement.” 

- Copy and translation of personal letter referred to form enclosures 
to my despatch No. 345 of July 23rd.° Following receipt of note late 
today the Foreign Minister called at the Legation to personally assure 
me that he and his Government are anxious to negotiate treaty which 
will be of maximum advantage to both nations. 

Foreign Minister also states his Government is agreeable to public 
notice being given of intention to negotiate new agreement. 

SACK 

611.1881/27a : Telegram CO 

The Acting Secretary of State to the Minister in Costa Rica (Sack) 

WasHINGTON, September 10, 1984—8 p.m. 

37. Public notice of intention to negotiate a foreign trade agreement 
with Costa Rica was given September 7.° Please inform Minister for 
Foreign Affairs. 

PHILLIPS 

611.1831/29 : Telegram 

The Minister in Costa Rica (Sack) to the Secretary of State 

San José, September 29, 1984—3 p. m. 
[Received 5:52 p. m. | 

50. Department’s telegram No. 58, September 28, 6 p. m., to 
Managua." Minister for Foreign Affairs assures me that legislative 

° Not printed. 
** For text of public notice and statistics on trade between the United States and 

Costa Rica, issued by the Department of State on September 7, 1934, see Depart- 
mere oF State. fn es8 Releases, September 8, 1934, pp, 164-166. 

4 Post, p. 520.
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approval of proposed trade agreement would be necessary. Congress 
now meeting in extraordinary session of indefinite duration to which 
President of Costa Rica could submit agreement by special message. 
Next regular session convenes May Ist. 

Sack 

611.1831/39a 

The Secretary of State to the Minister in Costa Rica (Sack) *? 

[Extract] 

No. 120 W asHincton, December 21, 1984. 

Sir: The Country Committee on Trade Agreements with Central 
America has finished its work on Schedule I—Guatemala, viz., the 
concessions that this Government is to ask of Guatemala. This Com- 
mittee is now preparing a list of concessions to be sought from 
Honduras and is endeavoring to complete this work by the middle 
of January. It is then expected that discussion of Costa Rica will be 
resumed and completed, to be followed by Nicaragua and El Salvador. 

Very truly yours, For the Secretary of State: 
Francis B. Sayre 

% The same, December 21, 1934, to El Salvador as instruction No. 58, to Hon- 
duras as instruction No. 645, and to Nicaragua as instruction No. 175.



CUBA 

RECOGNITION OF THE PROVISIONAL GOVERNMENT OF CUBA* 

837.00/4577a : Telegram 

The Acting Secretary of State to the Personal Representative of the 
President (Caffery) 

WASHINGTON, January 6, 1934—3 p. m. 

5. For Caffery from Welles.2, Marquez Sterling has been in to see 
me repeatedly during the past 10 days. He has four times fixed a defi- 
nite date of departure for Habana, where he intended to take up his 
duties as Secretary of State. This morning, he came to see me to 
advise me that last night he had sent his irrevocable resignation to Dr. 
Grau.? The reasons for this, from what he told me, were the refusal 
of his Government to adjust the indebtedness incurred by Cuban army 
officers in American military schools and the persistence of Grau in 
utilizing the services of American confidential agents in the United 
States who alleged that recognition by this Government could be ob- 
tained through their connections, 

Marquez Sterling spoke, however, in a very open manner of the sit- 
uation in Habana and of letters he had recently received from his 
friends there. ‘The impression he gave me was that he had reached 
the conclusion that no peaceful adjustment of the problem was now 
possible. [Welles. ] 

PHILLIPS 

837.01/59 : Telegram 

The Acting Secretary of State to the Personal Representative of the 
President (Caffery) 

WasHINGTON, January 8, 1934—4 p. m. 

6. Your No. 4, January 6,2 p.m.* For Caffery. The Embassy in 
London reports under date of January 6° a conversation had with the 
Foreign Office. The latter explained, under instructions from the Act- 
ing Secretary of State that British interests in Cuba had made repeated 

* Continued from Foreign Relations, 1933, vol. v, pp. 270-546. 
Sumner Welles, Assistant Secretary of State. 
*Dr. Ram6én Grau San Martin, Provisional President of Cuba. 
* Not printed. 
* Telegram No. 7, January 6, 6 p. m., not printed. 
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and increasingly urgent inquiries at the Foreign Office as to British 
policy, pointing out that they feared the drift of the situation. The 
Foreign Office stated that recent reports from Habana were more re- 
assuring than the views obtained by the British Ambassador in Wash- 
ington from the Department of State and that the British Minister 
in Habana had been instructed to keep in touch with you. 

The Foreign Office further stated to the American Chargé d’A ffaires 
in London that they recognized that special considerations were in- 
volved in the Cuban situation due to the Platt Amendment,® but that 
had a similar situation existed in some other Latin American country 

Great Britain would be on the brink of recognizing a regime similar 
to the Grau San Martin Government. The Foreign Office concluded 

by referring again to the urgent interests of British capital in Cuba; 
the friendly nature of their present inquiry regarding the situation 
and the desire of the British Government to cooperate with the United 
States in the present situation rather than to take independent action. 

The British Ambassador called at the State Department on January 
4 and in the course of a conversation with the Acting Secretary on the 
Cuban situation admitted that the pressure being brought to bear on 
the British Government to recognize the Grau San Martin regime 
came from the property owners in Cuba and especially the British- 
owned railway interests. He was told that in the opinion of this 
Government recognition of the present regime in Cuba would be a 
great mistake; that the sentiment of the Latin American Governments 
in the great majority was against such recognition. The British 
Ambassador was given the latest picture of conditions in Cuba. There 
was no indication from the British Ambassador that actual recog- 
nition of the Cuban de facto government would be accorded by the 
British Government. 

PHILLIPS 

837.00/4591a : Telegram 

The Acting Secretary of State to the Personal Representative of the 
President (Caffery) 

WasuiIncton, January 10, 19384—6 p. m. 

9. For Caffery from Welles. After changing his plans three times 
within the past week, Marquez Sterling called this morning to tell 
me that he had withdrawn his resignation and was proceeding to 
Habana tonight. It is obvious that he is hopeful of his own selection 
as a compromise candidate for the presidency. 

* Popular designation for provisions defining relations of the United States with 
Cuba, contained in treaty signed May 22, 1903, Foreign Relations, 1904, p. 248.
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He stated that upon his return to Habana he would request Grau to 
call a full cabinet meeting at which he would read a declaration of 
his views as to the policy which should be pursued with regard to the 
relations between Cuba and the United States; that he would point 
out that all of the recommendations he has offered Grau in the past 
four months have been disregarded; and that he would urge upon 
Grau the necessity of modifying the policy heretofore pursued by 
his Government with a view to obtaining recognition by the United 
States and by the other Republics of this hemisphere. He told me 
that unless Grau and his Government agree to follow his recom- 
mendations he would resign his office and return immediately to the 

United States. 
He expressed no faith whatever in the negotiations of the Uruguayan 

Minister, but stated that he felt that you could be of the utmost assist- 
ance in furthering his efforts to solve the present problems. 

In reply to an inquiry from him I stated that the policy of this 
Government with regard to Cuba as announced by the President in his 
Warm Springs statement’? had not been and would not be modified. 
[ Welles. | | 

PHILLIPS 

837.00/4591 : Telegram 

The Personal Representatwe of the President (Caffery) to the Acting 
Secretary of State 

Hapana, January 10, 1984—7 p. m. 
[Received January 11—1:32 a. m.] 

5. The Uruguayan Minister continues his efforts for conciliation. 
Mendieta’s sector is the only opposition group taking part. 

In the meantime a number of “solutions” and “plans for concilia- 
tion” have been suggested to me. None of these seems feasible at this 
juncture. The opposition groups have been making demands that 
the government will not accept; and the de facto authorities have been 
continually asking what they must do to achieve recognition but at 
the same time making declarations as to their maximum concessions 
which I know to be unacceptable to the opposition. However, I see a 
gleam of hope in the fact that while solutions and plans from both 
sides are still impracticable, the suggestions I have recently received 
are an improvement over suggestions received formerly. 

I agree with former Ambassador Welles as to the inefficiency, in- 
eptitude and unpopularity with all the better classes in the country 
of the de facto government. It is supported only by the army and 
ignorant masses who have been misled by utopian promises. However, 

‘Department of State, Press Releases, November 25, 1933, p. 294. |
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unless Dr. Grau decides voluntarily to give up power it is my opinion 
that he can be forced to do so only by the armed intervention of the 
United States unless there is a break in the army which is now stand- 
ing strongly behind the government. The military have plenty of 
arms and ammunition and realizing that they will be sheep extermi- 
nated in a successful revolution, they will be fighting for their lives. 
The opposition declare that they are organizing a revolution but 
it will be very difficult for them to overcome the organized military 
forces. I find in the opposition little tendency to compromise and 
an insistence that the only way to clear up this situation is for us to 
intervene. They refuse to believe our insistent declarations against 
intervention. 

On the other hand matters cannot with impunity be allowed to 
drift interminably in the direction they are now drifting: the de facto 
authorities in view of the fact that they have no support from the 
better elements of the country are relying more and more on radical 
and communistic elements and we may soon be faced with the [a?] 
very grave situation in connection with the protection of our manifold 
interests on the island. 

The opposition groups at this time are not acting in complete har- 
mony. For instance, difference of opinion exists as to whether an- 
other revolution should be attempted. The government has been 
able to draw away a section of the Mendieta group by appointments to 
office while some in the other groups apprehend that the Mendieta 
group may make a private deal with the government in order to 
secure a strategic position for the elections. 

In the background there is constantly the distressing economic situa- 
tion in the interior; much actual hunger, misery and want—all due 
manifestly to the sugar situation which is so bad at present that 
some American owned mills do not seem interested in grinding. The 
recent difficulties at Chaparra and Delicias (in which the Department 
is taking interest) arise from the fact that the company can pay 
average field wages of only about 15 cents a day. 

As the Department is aware, the government has called for elections 
April 22 for a Constitutional Assembly to meet May 20 but the op- 
position groups declare they will not take part asserting that they 
do not believe the government in spite of its repeated declarations on 
fair elections. However, they declare that they will participate in 
the elections if means can be found to provide for fair ones. 

I am meeting Grau and Batista again on invitation tonight. I 
have been told that they will make offer of “changes in the govern- 
ment”, 

I hope to make definite recommendations to the Department soon. 
CAFFERY
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837.00/4596 : Telegram 

The Personal Representative of the President (Caffery) to the Acting 
Secretary of State 

Hasana, January 11, 1934—7 p. m. 
[Received 10 p. m. | 

7. Next to the last paragraph my telegram No. 5, January 10,7 p. m. 
Last night I discussed the situation at some length informally with 
Grau and Batista. After much hesitation Grau stated that to his 
mind the important issue of the day is that of fair elections. He then 
said in effect : “I believe that I can guarantee fair elections if I remain 
in the Presidency but if the opposition are convinced that I cannot do 
so I will be willing to give place to a non-political successor to be 
chosen by me from a panel of three names to be selected by the opposi- 
tion on condition that one of the names at least must be acceptable to 
me. I would be willing to consent to a division of the Cabinet between 
ourselves and the opposition groups.” 

I thought it best not to pursue this conversation further last night 
in order to give Grau time to think this over and also because I am 
not convinced . . . that he would be allowed to resign by his Cabinet 
or the student leaders in the Palace. I shall wait for further news 
from Grau. 

CAFFERY 

837.00/4605 : Telegram 

The Personal Representative of the President (Caffery) to the Acting 
Secretary of State 

Hapana, January 13, 1934—5 p. m. 
[ Received 8:50 p. m.] 

9. My telegram No. 5, January 10, 7 p. m. and No. 7, January 11, 
7p.m. As the Department is aware it would be a hopeless task to get 
all of the opposition groups to agree on a program: there are too 
many differences of opinion among them: for instance the Mendieta 
group is interested in elections while some of the other groups would 
rather pin their faith in a revolution or the hope that we will intervene 
and put them into power; in fact they are very indignant that we have 
not done so. I have made no attempt at drawing the groups together 

on a program. 
Batista asked me 3 days ago what we wanted done for recognition. 

I said “I will lay down no specific terms; the matter of your govern- 
ment is a Cuban matter and it is for you to decide what you will do 
about it”. (Having in mind our reiterated declarations as to our 
position on recognition.)
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The night before last Batista had an interview with Mendieta in 

which they discussed in great secrecy the possibility of Grau’s leaving 

the Presidency and either Dr. Presno or Dr. Costales Latatu assuming 

that office provisionally. They agreed either of these two men would 

be acceptable. 
Last night Batista decided that things were going so badly that he 

would force Graw’s resignation at once but he was persuaded not to take 

precipitous action by some of his friends. 
Batista is to see Mendieta again this afternoon for the purpose of 

discussing the possibility of the formation of anew government. They 
have decided that either Mendieta himself or Costales Latatu should 

assume the Presidency. 
I do not mean the state of any of this is a certainty especially as the 

attitude of Guiteras and his naval and military adherents is unknown; 
also in view of what may eventuate out of the troubles of the Electric 
Light Company this evening or the troubles of the Habana Electric 
Railway (my telegrams No. 10 and 11, January 13, 6 p. m.;*) also in 
view of the fact that there is a labor congress of 5,000 persons now 
going on at Habana. | 

I have taken no part in these conversations but am keeping informed 

of what is going on. 
CAFFERY 

837.00/4606 : Telegram 

The Personal Representative of the President (Caffery) to the Acting 
Secretary of State 

Hapana, January 14, 1934—3 a. m. 
[Received 6: 39 a. m.] 

12. My 9, January 18,5 p.m. Situation is very grave. However, 

Mendieta tells me he is willing to assume the Presidency (provisionally 

of course) at once but only if he knows in advance that the United 

States will recognize him. Situation is such that some steps must be 

taken tonight, Sunday, to secure change in the government very soon 

thereafter. Batista tells me he will support Mendieta. 

I respectfully request at once authority to recognize Mendieta in the 
Presidency. If this is not done Batista will probably turn definitely 
to the left with definite disaster for all our interests here (or declare 
himself military dictator). 

Mendieta, of course, would like to unite all the opposition but 
obviously there is no time to discuss that now. 

CaAFFERY 

* Neither printed.
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837.00/4607 : Telegram 

The Personal Representative of the President (Caffery) to the Acting 

Secretary of State 

Hapana, January 14, 1934—noon. 
[Received 1:15 p. m.] 

14. My No. 12, January 14, 3 p.m. [a. m.] I think it is safe to say 

that a government headed by Mendieta and supported by Batista will 
represent a majority of the Cuban people: both of them without ques- 
tion are extremely popular in very different sectors of the public. 

I again respectfully urge immediate action in order to avert a 
catastrophe: the only other section of the public which has any chance 
of reaching power at this time is the extreme left. 

CarFERY 

837.00/4608 : Telegram 

The Personal Representative of the President (Caffery) to the Acting 
Secretary of State 

Hapana, January 14, 1934—1 p. m. 
{Received 1:10 p. m.| 

15. Please rush reply to my telegrams 12, January 14, 3 a. m. and 14, 

January 14, noon, as the situation is very dangerous. 
Grau as yet knows nothing of what is planned. He will be asked 

this evening to appoint Mendieta Secretary of State and transmit 

power to him. C 
AFFERY 

837.00/4609 : Telegram : 

The Personal Representative of the President (Caffery) to the Acting 

Secretary of State 

Hapana, January 14, 1934—1 p. m. 
[Received 1:13 p. m.] 

16. My No. 14, January 14, noon. It is hoped, of course, to include 

representation of some if not all opposition groups in the Mendieta 

Cabinet. C 
AFFERY 

837.00/4610 : Telegram 

The Personal Representative of the President (Caffery) to the Acting 

Secretary of State 

Hapana, January 14, 1934—1 p. m. 
[Received 2:15 p. m.] 

17. For Welles. My telegram No. 16, January 14,1 p.m. Felix 
Granados says he believes that all the opposition sectors will accept 
Mendieta as President. CarFERY 

789736—52——11
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837.00/ 4609 : Telegram 

The Acting Secretary of State to the Personal Representative 
of the President (Caffery) 

WASHINGTON, January 14, 1934—4 p. m. 

12. Your numbers 8 to 16 inclusive.” The following is the Presi- 
dent’s decision : 

“It is of course impossible to pledge recognition of any individual or 
group before certain conditions are an accomplished fact. The posi- 
tion of the President has been made abundantly clear in previous 
statements. This Government will recognize a Cuban provisional 
Government which is substantially supported by the Cuban people 
and is able to maintain law, order and the normal functions of Gov- 
ernment. <A reiteration of this to any or all leaders or parties is 
entirely in order but we cannot be in a position of promising recogni- 
tion to any individual or group in advance of the fulfillment of the 
conditions we have consistently set forth.” 

PHILuIrs 

837.00/4611 : Telegram 

The Personal Representative of the President (Caffery) to the 
Acting Secretary of State 

Hazana, January 15, 1934—3 a. m. 

[Received 5:13 a. m.] 

20. Department’s 12, January 14,4 p.m. Of course the President’s 
position is understood. I made the suggestion regarding Mendieta 
in view of his well-known vacillating tendency and reluctance to as- 
sume responsibility. 

Batista has been (and still is) holding a junta of officers at Camp 
Columbia to discuss the situation. 

CAFFERY 

8387.00/4617 | : Telegram 

The Personal Representative of the President (Caffery) to the 
: Acting Secretary of State 

Hapana, January 15, 1934—1 p. m. 
[Received 2:45 p. m.] 

21. My telegram No. 20, January 15,3.a.m. Grau last night ver- 
bally expressed his willingness to resign. Officers junta adjourned 
in early hours of the morning but reassembled at 6 a. m. and is still in 
session. Batista before adjournment still preferred Mendieta but it 
developed during the meeting that he would probably meet with 

* Telegrams Nos. 8, 10, 11, and 18 not printed.
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armed opposition from the Navy and extreme left if he attempted to 
put him into office. Notwithstanding that, Batista would probably 
be prepared to go ahead with Mendieta if I recommend it but I do 
not feel that I can do so partly because Mendieta desires definite pre- 
vious assurance from us which we cannot give. 

Guiteras ™ is of course a strong candidate. 
An attempt has been in the making since yesterday to nominate 

Hevia * as Provisional President with strong Mendieta group partic- 
ipation in his Cabinet and support of Cuban hacienda owners. 

CAFFERY 

837.00/4616: Telegram 

The Personal Representative of the President (Caffery) to the Acting 
Secretary of State 

Hapana, January 15, 1934—2 p. m. 
[Received 2:55 p. m.] 

22. My telegram No. 21, January 15,1 p.m. Revolutionary junta 
has decided to support Hevia for the Presidency. Hevia has secured 
(I hear) a written promise of support from Mendieta. 

CAFFERY 

837.00/4619 : Telegram 

The Personal Representative of the President (Caffery) to the Acting 
Secretary of State 

Hazpana, January 15, 1934—7 p. m. 
[Received 8:25 p. m.] 

94, My telegram No. 22, January 15,2 p.m. After much delay today 
Grau finally turned over the office of Provisional President to Hevia 
at 5 p. m., and proceeded to his private house. (Hevia will take oath 
of office tomorrow.) I was asked to make a personal visit on Grau 
at once for protection reasons and have done so (having in mind the 
attitude of the opposition parties to him of course). 

A mob around the Palace was dispersed by the troops shortly after 

Grau left, with 1 killed and 14 wounded. 
There is much nervousness in the city and possible danger of con- 

flict between Batista’s forces and those of the Cuban factions. 
CAFFERY 

* Dr. Antonio Guiteras, Secretary of the Interior in the government of Presi- 
dent Grau San Martin. 

* Carlos Hevia, Secretary of Agriculture in the government of President 
Grau San Martin.
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837.00/4622 : Telegram 

The Personal Representatwe of the President (Caffery) to the Acting 
Secretary of State 

Hazana, January 16, 1934—1 p. m. 
[Received 2:40 p. m.] 

26. My telegram No. 24, January 15,7 p.m. Hevia took oath at noon 
today. Negotiations are still going on between him and the Mendieta 
group as to that group’s participation in the Cabinet. Casanova, 
President of the association of Cuban landowners, came to see me 
yesterday to tell that his association would back Hevia. I heard on 
very reliable authority that Guiteras passed most of last night 
telephoning around the island denouncing Batista and making plans 
to call strikes [of] the telephone and other American-owned public 
companies. He also spoke of the possibility of a general strike. I 
am bringing this to the attention of Hevia and Batista. 
There has been no disturbance in Habana since yesterday afternoon’s 

shooting and situation remains quiet. 
My principal Latin American colleagues inform me that they will 

maintain an attitude of observation and expectancy in this situation 
and that they desire to continue to cooperate fully with us. 

CAFFERY 

837.00/4624 : Telegram 

The Personal Representative of the President (Caffery) to the Acting 
Secretary of State , 

Hasana, January 16, 1934—6 p. m. 
[Received 8:53 p. m.]| 

30. My telegram No. 26, January 16,1 p.m. The Mendieta group 
has divided as to whether or not to follow Mendieta’s lead in support- 

ing Hevia, the majority of the group this morning being in opposition 
to their chief. However, Hevia is still making serious efforts to secure 
the support of the entire group. 

CaFrFERY 

837.00/4625 : Telegram 

The Personal Representative of the President (Caffery) to the Acting 
Secretary of State 

Hazana, January 17, 1934—2 a. m. 
[Received 5:12 a. m.] 

31. My telegram No. 26, January 16, 1 p. m., paragraph 2. <Ad- 
miral Freeman sent a few minutes ago the following memorandum 
prepared by his flag lieutenant which he considered to be of much
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importance in view of the very grave [situation ?] facing the American 
owned public utilities here. 

“T have just returned from an interview with President Hevia. He 
expressed a desire that Mr. Caffery be informed of the following: A 
general strike affecting public utilities is planned for 6 a. m., 17th 
January. This strike is engineered by Guiteras. This strike must be 
settled promptly, and peaceably, if possible. 

He greatly desires some expression of confidence, or support, from 
Mr. Caffery, feeling that such an expression would materially 
strengthen his hand, and aid him in settling this strike. 
When asked what strike ‘expression’ he wanted, he stated that he 

meant any communication which could be interpreted as helpful or 
optimistic. 
Respectfully R. P. Erdman” 

I therefore authorized the Admiral’s flag lieutenant to convey the 
following verbal message to Hevia 

“Having heard of the threatened public utilities strike planned for 
tomorrow morning at 6, I have asked Admiral Freeman’s flag lieuten- 
ant to say to you that I have confidence in the ability of the authorities 
here to handle this situation in a manner worthy of the best traditions 
of Cuba.” 

CAFFERY 

837.00/4626 : Telegram 

The Personal Representative of the President (Caffery) to the Acting 
Secretary of State 

Hapana, January 17, 1934—2 p. m. 
[Received 3:05 p. m.] 

36. Batista has just sent me word that in view of the very precarious 
strike situation (seriously endangering enormous American prop- 
erties) provoked by Guiteras and also in view of Hevia’s inability to 
secure the full support of Mendieta group he has decided to declare 
Mendieta President this afternoon. He may meet with armed resist- 
ance from the Cuban Navy. 

I do not know that this decision is final but he says now that he has 
decided. 

Ca¥FFERY 

837.00/4628 : Telegram CO 

The Personal Representatwe of the President (Caffery) to the Acting 

Secretary of State 

Hapana, January 17, 1934—3 p. m. 
[Received 3:35 p. m.] 

37. My telegram No. 36, January 17,2 p.m. Batista now sends me 
word that he will delay his decision until tonight or even tomorrow in
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order to have time to consult Mendieta and also because he is trying 
very hard to arrange the matter peacefully and avoid bloodshed. 

CAFFERY 

837.00/4630 : Telegram 

The Personal Representative of the President (Caffery) to the Acting 
Secretary of State 

Hazsana, January 17, 1934—7 p. m. 
[Received January 17—6: 44 p. m.] 

39. My telegram No. 37, January 17, 3 p.m. Batista sends word 
that his negotiations with Navy are proceeding favorably. He is 
optimistic of reaching a peaceful solution. 

CAFFERY 

837.00/4631 : Telegram 

The Personal Representative of the President (Caffery) to the Acting 
Secretary of State 

Hasana, January 17, 1934—7 p. m. 
[Received 8:50 p. m.]| 

40. General strike expected first at 6 this morning, then at 11, then at 
6 this evening has thus far been prevented by Batista. 

CAFFERY 

837.00/4688 : Telegram 

The Personal Representative of the President (Caffery) to the Acting 
Secretary of State 

Hapana, January 18, 1934—1 a. m. 
[Received 2:44 a. m.] 

42. My telegram No. 39, January 17, 7 p.m. Navy has agreed to 
withdraw opposition to Mendieta. The road is clear for him to the 
Presidency. However, he as usual is making last minute difficulties. 
The plan (if he does not back out) is for all matters connected with the 
transmission of powers to be handled exclusively by civilians, no mili- 
tary to participate. The transmission may take place tonight. 

Hevia a few minutes ago was drafting his resignation which he will 
offer at once to the revolutionary junta. 

CAFFERY
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837.00/4634: Telegram 
The Personal Representative of the President (Caffery) to the Acting 

Secretary of State 

Hasana, January 18, 1934—9 a. m. 
[Received 9:45 a. m.] 

48, All difficulties with Mendieta finally arranged. Hevia left 
Palace early this morning leaving Presidency in the hands of the 
Secretary of State, Doctor Marquez Sterling, who will convoke a meet- 
ing of representatives of all the political groups at 10 this morning 
to elect a new President. 

CAFFERY 

837.00/4648 : Telegram 

The Personal Representative of the President (Caffery) to the Acting 

Secretary of State 

Hapana, January 18, 1934—6 p. m. 
[Received 8 p. m.] 

49. My telegram No. 47, January 18,1 p.m. I believe that the new 
government will have large public support. The communistic element 
will, of course, make every effort to stir up trouble for it and is re- 
sponsible for the strike of employees of certain government depart- 
ments and employees of the Electric Company which is now in effect. 
Nevertheless the Government is dealing firmly with the situation and 
it is my opinion that it will be capable of maintaining law and order. 
There is a very evident feeling of relief and enthusiasm throughout the 
city. I believe that most Latin American representatives here will 
recommend immediate recognition. 

CAFFERY 

837.00/4662 

The Chargé in Cuba (Matthews) to the Acting Secretary of State 

No. 370 Hapana, January 19, 1934. 
[Received January 22. | 

Sm: With reference to my telephone conversation this morning 
with Mr. Welles, I have the honor to enclose herewith a copy and 
translation * of the official record of the proceedings of the meeting 
yesterday morning at which Colonel Carlos Mendieta was designated 
Provisional President of Cuba. 

* Not printed.



106 FOREIGN RELATIONS, 1934, VOLUME V 

Colonel Mendieta took the oath of office before the Supreme Court 
at noon yesterday, swearing “faithfully to fulfill the laws of the 
Republic.” He was greeted with great enthusiasm on the part of a 
large crowd gathered before the Palace, and rejoicing continued in 
the city throughout the remainder of the day and evening, the press 
reporting that seven people were injured by “firecrackers, automobiles 
and stray bullets”, participating in the “wild jubilance.” A copy 
of the first two pages of the Havana Post of January 19, describing 
the events of yesterday, is also enclosed as of possible interest to the 
Department.™ 

Colonel Mendieta is working today on the selection of his Cabinet. 
It is reported that each of the political groups signing the “acta” will 
present the names of three candidates, of whom Colonel Mendieta 
will choose one, It is similarly reported, without official confirma- 
tion, that Cosme de la Torriente will be appointed Secretary of State, 
Dr. Marquez Sterling, Ambassador at Washington, and Carlos Manuel 
de Céspedes, former Provisional President, Minister to Spain. 

Respectfully yours, H. Freeman MatrHews 

837.00/4664 : Telegram 

The Personal Representative of the President (Caffery) to the 
Secretary of State 

Hapana, January 22, 19384—1 p. m. 
[Received 1:20 p. m.| 

60. The government is maintaining order and is carrying out the 
normal functions of government. 

As the Department is aware, it is supported by all the political 
groups except those of the extreme left and except possibly the ad- 
herents of Machado.® 

CAFFERY 

837.00/4681 

The Chargé in Cuba (Matthews) to the Secretary of State 

No. 376 Hapana, January 22, 19384. 
[Received January 24. | 

Sir: With reference to the last sentence of the Embassy’s telegram 
No. 51 of January 19, 10 a. m., I have the honor to report that Dr. 
Grau San Martin sailed at noon on January 20 for Mexico, on the 

“Not reprinted. 
* Gerardo Machado y Morales, President of Cuba from May 1925 to August 1933. 

See Foreign Relations, 1933, vol. v, pp. 270 ff. 
** Not printed.
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Ward Line steamer Oriente. A large crowd, composed chiefly of the 
elements which supported Dr. Grau during his ill-fated régime, 
thronged the Ward Line docks to see him off. He was likewise given 
further parting cheers by a similar crowd gathered at La Punta as 
the Oriente steamed by Morro Castle. 

Before sailing, according to Alma Mater, Dr. Grau wrote the follow- 
ing farewell message on board the Oriente: “In saying au revoir to the 

Cuban people, I repeat that I shall continue with unshakeable faith 
working for the liberty, the dignity and the progress of our country.” 

Dr. Grau’s decision to visit Mexico, where he at present plans to 
remain for five or six months, was probably due to an invitation from 
the Mexican Chargé d’Affaires to visit his country. Dr. Reyes Spin- 
dola felt that conditions could more easily return to normalcy if Dr. 
Grau, around whose person agitation might center, were absent from 
the country. He proposes to suggest that the Mexican Government 
observe any possible political activities Dr. Grau may engage in while 
in Mexico. The Mexican Chargé d’Affaires was among those who went 
to the ship to see Dr. Grau depart. 

Respectfully yours, H. Freeman Matruews 

837.01/70 : Telegram 

The Secretary of State to the Personal Representative of the President 

(Caffery) 

WASHINGTON, January 238, 1984. 

15. Under authorization of the President you will please extend 
immediately to the Government of Cuba on behalf of the United States 
a formal and cordial recognition. 

Hou 

837.01/71 : Telegram 

The Personal Representative of the President (Caffery) to the 
Secretary of State 

Hazana, January 23, 1984—4 p. m. 
[Received 5: 02 p. m.] 

68. Department’s telegram No. 15, January 23rd. Formal recog- 
nition extended at 4 p. m. today.” 

CAFFERY 

“Mr. Jefferson Caffery presented his credentials as American Ambassador to 
Cuba on February 28, 1934. Dr. Marquez Sterling presented his credentials as 
Cuban Ambassador to the United States on January 31, 1934. (123 ©C11/400; 
Department of State, Press Releases, February 3, 1934, pp. 69-70.)
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RECIPROCAL TRADE AGREEMENT BETWEEN THE UNITED STATES AND 

CUBA, SIGNED AUGUST 24, 1934* 

611.8731/510 | 

The Ambassador in Cuba (Caffery) to the Secretary of State 

No. 394 Hapana, January 26, 1934. 
[Received January 29.] 

Sir: As the time for the resumption of negotiations for a new com- 
mercial treaty between Cuba and the United States is approaching 
with the recognition of the Cuban Government,!*® I have the honor 
to point out that the question of where these negotiations will take 
place is one of importance. In this connection, at my request, the 
Commercial Attaché has prepared a memorandum outlining various 
substantial reasons why the actual negotiations should continue to be 
held in Habana rather than in Washington. A copy of this memo- 
randum is transmitted herewith. I desire to state that I concur with 
the statements contained therein. While, of course, the legal drafting 
of the final text of the treaty can obviously be handled more satis- 
factorily in the Department, the detailed negotiations should, in my 
opinion, continue to be held in Habana. 

Respectfully yours, JEFFERSON CAFFERY 

[Enclosure] 

Memorandum Prepared in the Office of the Commercial Attaché 

Hapana, January 20, 1934. 

Subject: Revision of the Reciprocity Treaty. 

It is our feeling that the proposed revision of the treaty of com- 
mercial reciprocity between the United States and Cuba should be 
negotiated in Habana rather than in Washington; it being understood, 
however, that the Department of State will be kept informed of 
developments and that the general provisions will be prepared in the 
Department of State with the cooperation of the Embassy. 

Should negotiations be conducted in Washington, it would be neces- 
sary to transfer to the Department of State the vast amount of material 
available in the Embassy. This includes useful reports based upon 
conferences with persons engaged in import and export trade, industry 

and agriculture, letters, special studies, reference books and charts. 
Moreover, the Cubans would be required to do likewise. So as to 

* For previous correspondence concerning the negotiation of a trade agreement 
between the United States and Cuba, see Foreign Relations, 1933, vol. v, pp. 278— 
525 passim. 

* See pp. 93 ff.
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insure practical revision of the treaty, it would be essential to send 
to Washington the four members of the staff in the office of the Com- 
mercial Attaché who have specialized in this work, all at considerable 
expense and impairment of efficient functioning of the Embassy. 

The office of the Commercial Attaché of the Embassy has prepared 
considerable information on the subject, most of which was used as 
the basis for preliminary discussions with officials of the Cuban gov- 
ernment at the meetings which took place last year. Since then, 
additional data have been compiled, and new ideas have been formu- 
lated. This material has guided the sub-committee of the Inter- 
Departmental Committee in Washington in its study of the proposed 
revision of the treaty. The findings of the sub-committee are useful, 
but we do not believe that a duplication of effort would be justified 
during the actual negotiations. We do feel, however, that the experi- 
ence of experts on the Inter-Departmental Committee in Washington 
is such as to more than justify the preparation of the general pro- 
visions there, after an exchange of ideas with the Embassy. 

It is obvious that the [szc] during the negotiations, many problems 
will arise which will make it necessary for our negotiators to discuss 
with reliable commercial contacts. This would be very difficult in 
Washington, but would be relatively simple in Habana in view of the 
fact. that the office of the Commercial Attaché is in touch with 
practically all the important business men in this country, whether 
Cubans or foreigners. It is within the realm of possibility that in the 
course of negotiations price changes, new competition or other dis- 
turbing factors may arise, and that there might be some delay in 
bringing them to the attention of our negotiators in Washington; 
while in Habana they would be known to our negotiators at once. 

While it would be possible for the Embassy to elaborate on the 
reports on domestic industries, which have been submitted to Wash- 
ington, from time to time, it is obvious that the negotiators should be 
men who are thoroughly familiar with conditions of the country. The 
members of the staff who would be delegated to negotiate the com- 
mercial treaty have a full knowledge of conditions in Cuba, and are 
well qualified to distinguish between natural and artificial industries 
and the amount of tariff protection which they should enjoy. 

It would be more advantageous and economical for the Cuban 
government to negotiate the commercial treaty in Habana. The latter 
is very important, in view of the depressed financial condition of the 
government. Moreover, as the basic data are available here, actual 
negotiation of the commercial treaty would be expedited. 

The staff of the Commercial Attaché has been kept intact in antici- 
pation of the revision of the commercial treaty in Habana. Two 
members of the staff, who received their notification of separation
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from the service last year, have been retained for the express purpose 
of assisting in revision of the treaty. We believe that their participa- 
tion in the meetings with the representatives of the Cuban government 
will be extremely valuable and practical. 

In brief, we are confident that if the negotiation [is?] carried on in 
Habana, that revision of the treaty would be expedited and that it 
would be more economical and practical for Cuba and the United 

States. 

611.3731/511 : Telegram 

The Ambassador in Cuba (Caffery) to the Secretary of State 

Hapana, January 31, 1934—6 p. m. 
[Received 8 p. m.] 

92. Remarking that the negotiation of the new treaty would inevi- 
tably take time, Torriente * has inquired whether it would be feasible 
for the President to obtain authority to increase the Cuban preferential 
on sugar imported into the United States in compensation for a general 
blanket increased preferential on American imports into Cuba which 
could be promptly negotiated by means of an exchange of notes. He 
states that the Cuban Provisional Government has the authority to 
increase the American preferential. 

I understand, of course, that nothing of this kind could be done in 
any event until the quota matter is disposed of. 

CAFFERY 

611.3731/510 : Telegram 

The Secretary of State to the Ambassador in Cuba (Caffery) 

Wasuinerton, February 6, 1934—5 p. m. 

43. Your despatch No. 394 of January 26. Your recommendations 
approved. In accordance therewith please resume negotiations and 
press them as far as may be possible to the most speedy conclusion. 
Keep Department currently informed of progress. 

Hui 

611.8731/519 

The Ambassador in Cuba (Caffery) to the Secretary of State 

No. 507 Hapana, February 12, 1934. 
[Received February 16.] 

Sir: Referring to my recent reports concerning the resumption of 
the negotiations for the revision of the Commercial Convention be- 

7° Cosme de Ja Torriente, Cuban Secretary of State.
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tween the United States and Cuba, I have the honor to report that the 
Secretary of the Treasury, Doctor Martinez Saénz, told me on Satur- 
day that the Government would take steps at once to appoint a Com- 
mission to represent Cuba in the negotiations, but, however, the Com- 
mission would need some time for studying the whole matter and 
would not be prepared to undertake negotiations with our representa- 
tives until they had completed their necessary preliminary studies. 

Respectfully yours, JEFFERSON CAFFERY 

611.38731/521 : Telegram 

The Ambassador in Cuba (Caffery) to the Secretary of State 

Hapana, February 17, 19384—3 p. m. 
[Received February 18—4: 33 p. m.] 

161. I had a preliminary discussion on the commercial treaty re- 
vision yesterday with the Secretaries of State, Treasury, and Agricul- 
ture, and I am to meet them again Monday. 

There are three questions I submit for decision to the Department: 
(1) Can we request seasonal reductions in Cuban import duties on 

potatoes, onions, watermelons, et cetera, without offering reciprocal 
concessions on Cuban fruits and vegetables?) And can we offer such 
reciprocal concessions ? 

(2) Are we to assume that article No. I of the present treaty,” 
providing for the free entry into the United States of products on 
the free list at the time of the promulgation of the treaty, will continue 
in effect? (The advantages to Cuba of the proposed treaty revision 
would be nullified to a large extent if the above article were eliminated. 
Industries in Cuba which have been developed and expanded under 
the terms of this article include extractive and manufacturing indus- 
tries chief among which is the mining industry in which American 
capital estimated at $20,000,000 is invested.) 

(3) Are we to discuss with the Cuban delegation concessions to be 
granted Cuban products other than sugar entering the United States? 

CAFFERY 

611.3731/522 : Telegram 

Lhe Ambassador in Cuba (Caffery) to the Secretary of State 

Hapana, February 19, 1934—5 p. m. 
[Received 5:52 p. m.] 

166. My telegram No. 161, February 17,3 p.m. I have just had a 
further discussion on the commercial treaty revision with the Secre- 

“ Signed December 11, 1902, Foreign Relations, 1903, p. 375.
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taries of State, Treasury, and Agriculture, and negotiations between 
the technical advisers will be commenced immediately and continue 
constantly. The Cuban technical advisers are Pedro Arango of the 
Department of Agriculture and Commerce, Roberto Netto of the Treas- 
ury, and Angel Solano of State Department.”? 

CAFFERY 

611.3781/521 : Telegram 

The Secretary of State to the Ambassador in Cuba (Caffery) 

WasuHinetTon, February 21, 1934—1 p. m. 
51. Your 161, February 17, 3 p. m. 

1, For reasons connected with possible general developments here 
believe it advisable defer discussions regarding possible reciprocal 
seasonal reductions fruits and vegetables for the moment, holding for 
later stage in negotiation. 

Meanwhile Department completing study of subject. 
2. Articles now free of duty under Article I of existing treaty can be 

guaranteed continued free entry except that this guarantee might be 
limited in regard to avocados. Concerning the details of this reserva- 
tion definite instructions will be sent shortly. 

3. You may in a tentative fashion discuss concessions sought by Cuba 
on products other than sugar, submitting Cuban letters of requests to 
the Department for consideration before taking position on any of 
them. 

Hoy 

611.8731/546 

The Ambassador in Cuba (Caffery) to the Secretary of State 

No. 46 Hapana, March 9, 1934. 
[Received March 12.] 

Sir: With reference to previous correspondence concerning negotia- 
tions for a revision of our reciprocity treaty with Cuba, I have the 
honor to transmit herewith a tentative draft of certain of the general 
provisions to be included in the treaty, prepared by our technical 
advisers. I should appreciate receiving the Department’s instructions 
with respect to the enclosed draft articles at an early date. 

Respectfully yours, J EFFERSON CAFFERY 

*=The American technical advisers were Albert F. Nufer, Commercia] Attaché 
at Habana; Walter J. Donnelly, appointed Commercial Attaché at Habana, Janu- 

ary 9, 1984; and Harry R. Turkel, of the Treaty Division, Department of State, 
assigned to the Embassy in Cuba, February—August, 1934.
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[Enclosure] 

Proposed General Provisions for the New Commercial Convention 
Between the United States and Cuba 

Articie I 

During the term of this convention, all articles of merchandise being 
the product of the soil or industry of the United States which are now 
imported into the Republic of Cuba free of duty, and all articles of mer- 
chandise being the product of the soil or industry of the Republic of 
Cuba which are now imported into the United States free of duty, shall 
continue to be so admitted by the respective countries free of duty 

(except as provided in Article. . of this convention). 

Articie IT 

During the term of this convention, the articles of merchandise speci- 
fied in Schedule 1 annexed to this convention, being the product of the 
soil or industry of the Republic of Cuba, imported into the United 
States shall be admitted under the rates of duty and classifications and 
shall enjoy the preferences therein specified. 

During the term of this convention, the articles of merchandise 
specified in Schedule 2 annexed to this convention, being the product 
of the soil or industry of the United States, its territories and posses- 
sions, imported into the Republic of Cuba, shall be admitted under the 
rates of duty and classification and shall enjoy the preferences therein 
specified. 

The rates of duty specified in Schedules 1 and 2, whether ad 
valorem or specific, are understood to be maximum rates of duty, and 
may not be increased during the life of this convention except as 
hereinafter provided. 

The percentages of preference specified as against the rates of duty 
on like articles imported from other countries, as in Schedules 1 and 
2, are understood to be minimum percentages and may not be decreased 
during the life of this convention. 

The term “like articles”, as used in this connection, shall be taken 
to mean articles similar in material, texture, quality or uses to which 
applied. 

In any subsequent revision of the tariffs of the respective countries 
the minimum amount of the preferences accorded to each other at 
the time this convention enters into force may not be decreased during 
the life of this convention. 

In the case of articles subject to specific duties the minimum value 
of the preferential is understood to mean the difference between the 
rates of duty established in Schedules 1 and 2 and the general rates
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of duty in effect at the time this convention enters into force. In 
any subsequent reduction of the general rate, this amount must be 
deducted from the proposed new general rate to arrive at the new 
rate on any product specified in Schedules 1 and 2. 

In the case of articles subject to ad valorem duties, the minimum 
value of the preferential is understood to mean the amount of the 
difference between the general ad valorem rates of duty in effect at 
the time this convention enters into force and the ad valorem rates 
established in Schedules 1 and 2. 

In any subsequent revision of the tariffs of the respective countries 
the minimum amount of the preferences accorded to each other at 
the time this convention enters into force may not be decreased during 
the life of this convention. 

Articote III 

With respect to articles not specified in Schedules 1 and 2, duties 
may be increased or decreased by the respective countries but such 
changes shall not become operative until at least 30 days after public 
notice thereof in the usual official manner. The provisions of this 
paragraph do not apply to administrative orders imposing anti- 
dumping duties, relating to sanitation or public safety, or giving 
effect to judicial or customs courts decisions. 

However, the percentages of preference of articles not specified in 
Schedules 1 and 2 as now provided in the Commercial Convention of 
December 11, 1902 shall continue in force during the term of this 
convention, and the value thereof as described in Paragraphs 6 and 
7 of Article IT shall not be decreased. 

Rates of duty on articles specified in Schedules 1 and 2 may be 
increased to a maximum of 50% of these rates only by common agree- 
ment between the Presidents of the United States and Cuba on the 
advice of their respective Tariff Commissions.* 

In the event that these rates are increased, the value of the pref- 
erences must be proportionately increased. 

The classifications specified in Schedules 1 and 2 may be changed 
only by common agreement between the Presidents of the United 
States and Cuba on the advice of their respective Tariff Commissions. 

Articte IV 

Duties on articles imported into the United States from Cuba shall 
be paid in United States legal tender. 

*The American delegation at Habana desires a certain degree of flexibility in 
the treaty in order to meet readjustments in economic forces. These powers are 
in large measure already enjoyed by the Presidents of the respective Republics. 
[Footnote in the original.]
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Duties on articles imported into Cuba from the United States shall 
be paid in Cuban or United States legal tender. | 

ARTICLE V 

All products of the soil or industry of either High Contracting 
Power after importation into the territory of the other Party shall be 
exempt from any national, federal, state, provincial or municipal taxes 
or charges other or higher than those payable on like articles of 
national origin. | 

All products of the soil or industry of one of the High Contracting 
Powers shall, on their importation into the territories of the other, 
be exempt from any internal taxes or charges whatsoever, other or 
higher than those in force on the day of the signature of this con- 
vention. 

The High Contracting Parties bind themselves not to impose any 
export duties on any articles exported to the territories of the other. 

The High Contracting Parties agree not to impose taxes or restric- 
tions of any nature on the exportation of money or its kind other or 
higher than those in force on the day of the signature of this conven- 
tion, insofar as such transactions relate to trade between the two 
countries. 

In order to maintain the reciprocal advantages herein stipulated, 
the High Contracting Parties agree that in case any such advantage 
is in fact, or is threatened to be, substantially diminished or nullified 
by the importation of like articles of trade from a third country with 
benefit of depreciation of the currency of any such third country, of 
any bounty, or of any form of dumping such articles, imported di- 
rectly from any such foreign country or otherwise, such articles shall 
be subject to a new or additional duty equal to the net amount of any 
such currency depreciation, bounty, or dumping practice. 

ARTICLE VI 

Insofar as rates and charges for transportation services within 
either country are imposed or controlled directly or indirectly by the 
respective Contracting Parties, goods which are the product of the 

{ The above wording is probably not adequate to safeguard the purposes we 
have in mind. 

Decree No... of....... provided that Cuban consular fees were to be 
payable on the basis of Cuban gold. Prior to that date they were payable on the 
basis of either United States currency or Cuban gold. As a result of this decree, 
Cuban consular officers were instructed to increase Cuban consular fees by 30%. 
Representations by the American Embassy led to the recision of this order insofar 
as consular fees collected in the United States were concerned but it remained in 
effect with respect to countries other than the United States until the promulga- 
tion of Decree No... of ....... : 

It is further desired to prevent any possible adoption by Cuba of the Brazilian 
conversion system in the payment of duties. [Footnote in the original.] 

789736—52——12
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soil or industry of one of the countries shall pay within the territory 
of the other rates and charges which are not discriminatory as com- 
pared with the rates and charges on like goods imported from a third 
country or of domestic origin transported under like circumstances 
and conditions. 

Artictt VII 

It is agreed that the High Contracting Parties will maintain con- 
sular invoice fees on a fixed basis not to exceed $5.00 each or on an 
ad valorem basis not to exceed 5% of the value at the point of origin 
of the shipment. In the event either Party maintains this charge on 
an ad valorem basis, it shall grant to the other a 50% preferential in 
such charge.f 

Articte VITI 

All questions arising with respect to the preservation of the respec- 
tive rights and advantages accorded to either High Contracting Party 
under the provisions of this convention shall be submitted for settle- 
ment to the Board of Arbitration created as herein provided. The 
classification, appraisal and assessment of duties under Schedules 1 
and 2 shall be accomplished, and protests and appeals relating thereto 
shall be settled in the ordinary procedure established by the laws, 
regulations and rules of the respective High Contracting Parties. In 
the event that either Contracting Party is dissatisfied with the result 
thereof, or has cause to believe that the procedure and decision relat- 
ing to protests and appeals is unduly or unreasonably delayed,§ the 
Secretary of State of such country shall so notify the Secretary of 
State of the other country and request the creation of a Board of 
Arbitration to determine and settle the question at issue. The re- 
spective Secretaries of State shall thereupon each appoint one Arbitra- 
tor and if the two Arbitrators cannot agree they shall appoint a third. 
The decision of such Board of Arbitration shall be final and conclu- 

sive upon the Contracting Parties. 

¥ The American delegation is not unanimous as to this article because it is 
feared that the granting of the preferential on the consular fees might be 
interpreted as an admission by the Cuban Government that this fee is tanta- 
mount to an additional import duty. The treaties between Cuba and Spain 
(and other countries) bind the Cuban import duties on specified products so 
that this admission might justify a claim on the part of these countries for 
complete exemption from this charge on the commodities so bound. 

As an alternative to the above article the delegation recommends: 
“It is agreed that the High Contracting Parties will not impose consular in- 

voice fees on an ad valorem basis in excess of 214% of the value at the point of 
origin of the shipment.” [Footnote in the original. ] 

§ The American delegation is not in accord as to the removal of causes owing 
to unreasonable delay and as to the elimination of the present formality of 
the decisions of the United States Court of Customs and Patent Appeals. [Foot- 
note in the original. ]
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The High Contracting Parties agree to furnish the Board with all 
means required for its investigation and report. 

The expenses of the Board shall be paid by the two Governments 
in equal proportions. 

611.008/3047 

Press Release Issued by the Department of State, March 28, 1934 

SraTremMent By Mr. Francis B. Sayre, ASsIstaNnt SECRETARY OF STATE 

References have been made in the course of the debate on the tariff 
bill and in the press regarding tariff negotiations with a number 
of countries. In connection with these negotiations it is stated that 
the United States is offering reductions in duty on cement, lumber and 
agricultural products. There is no truth whatsoever in these state- 
ments. There are now no negotiations involving tariff reductions in 
progress with any foreign country except Cuba and in the negotiations 
with Cuba no offer or commitment of any kind has been made by the 
United States regarding concessions on products imported from that 
country. 

611.8731/5838 

The Secretary of State to the Ambassador in Cuba (Caffery) 

No. 60 Wasutineton, April 3, 1934. 

Sir: Reference is made to the Department’s telegram No. 48 of 
February 6, 1934, authorizing you to commence negotiations for a 
revision of the reciprocity treaty with Cuba, to your telegram No. 161 
of February 17, and to the Department’s telegraphic reply No. 51 of 
February 21, and to a memorandum of the Commercial Attaché 
of February 17,” citing certain basic questions which will present 
themselves for decision in the course of the negotiations. With refer- 
ence to the questions raised by the Commercial Attaché the following 
considerations are submitted for your information and guidance. 

(1) Can increases in duties be requested on certain highly competi- 
tive products of foreign countries ? 

The Department considers that the general rule should be to seek 
no increases of rates of duty on importations from foreign countries. 
In this connection, however, the Department is sending you a further 
instruction making certain observations on this point. (a) It is in- 
consistent with the general policy of the Administration to encourage 
the raising of foreign tariff rates, even when the United States would 
seem to benefit in the short run. We would resent similar action by 

** Memorandum not found in Department files.
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foreign countries. (5) It is possible that dumping by foreign coun- 
tries may in some cases be a proper subject of concern from the stand- 
point of the United States. Such a situation should, however, be met 
by an application of anti-dumping provisions against the particular 
importations which have been sold at less than their foreign market 
value or cost of production, or of provisions designed to offset bounties 
which particular importations may enjoy, rather than by subjecting all 
importations of a product to penalties which are justified only with 
respect to a portion of them. 

(2) Is it contrary to the policy set forth under (1) above to request 
a consolidation of a consumption tax with a duty in order that the 
preference obtained on the duty would also apply on the tax? 

(a) Where there is a genuine consumption tax, that is, one levied on 
a substantial domestic production at the same rate as upon imports 
(e. g., our excise tax on cigars), it is not to be consolidated with the 
duty nor is a preference therein to be sought. 

(6) Where the consumption tax is a disguised import duty collected 
in fact almost entirely upon imports, the American product should get . 
the preference therein, whether or not consolidated with the duty. 
You are requested to refer to the Department for decision all borderline 
cases. 

(8) Would a request for the application of the maximum rate of 
duty provided for in the Cuban tariff be considered inconsistent with 
the principles set forth above ? 

No proposal should be made by the United States whereby foreign 
goods which now pay the Cuban general rates would be made subject 
to the higher “maximum” tariff rates. 

(4) Can the United States request seasonal reductions in Cuban 
import duties on agricultural products without offering reciprocal 
concessions on such products? 

The Department suggests that the discussion of seasonal reductions 
in duties on fruits and vegetables be deferred until this Government is 
in @ position to indicate what concessions, if any, it will be able to offer 
in the way of seasonal reductions on Cuban products. Your attention 
is called, however, to the existence in the present Cuban tariff of 
provision for seasonal tariffs on potatoes and onions. 

(5) Shall the provisions of Article 1 of the present treaty, which 
provides for free entry into the United States of products on the free 
list when the treaty was concluded, continue in effect ? 

The purpose of the negotiations is to improve conditions for trade 
and the presumption must be that articles now free of duty will be 
guaranteed free entry. It may be necessary, however, to make an 
exception to this rule in the case of some products, such as avocados.
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As soon as investigations which are being made here regarding this 
matter have been completed, the Department will instruct you further. 

(6) To what extent can the United States appropriately request 
reductions in existing Cuban internal taxes? 

The United States now levies internal taxes on Cuban tobacco. In 
addition, a bill is now pending in Congress *4 to make Cuba’s principal 
export product, sugar, a basic commodity for the purposes of the 
Agricultural Adjustment Act, and to make it liable to a processing 
tax. Thus, if this bill is enacted into law, Cuba’s two most important 
export products would be liable to internal taxes in this country. 

It does not follow, however, that this fact should necessarily pre- 
vent the United States from requesting reductions in Cuban con- 
sumption taxes. The question above propounded can not be dealt with 
in principle, but only in relation to particular products. Whether 
a request for a reduction in the internal tax on a product is justified 
depends upon various factors, including the amount of the customs 
duties and other charges to which the article is subject and the amount 
of the reduction in the customs duty which is offered. If, for example, 
a material increase in the trade in a given product can be effected by a 
reduction in the import duty only, a reduction in the internal tax may 
be foregone. 

Generally speaking, it would simplify the problem to provide so 
far as possible for the maintenance of the status quo or for the estab- 
lishment of specified limits with respect to internal taxes on products 
dealt with in the agreement, and to make the desired trade adjust- 
ment through the medium of the import duties. However, there may 
be instances in which the customs duty on a product is so low and the 
internal tax on the product is so high that even the complete abolition 
of the import duty would not give the desired opportunity for trade. 
In such cases a reduction in the internal tax should, of course, be 
requested. 

(7) May a revision of the consular invoice fee, which in effect 
amounts to an additional import duty, of five percent ad valorem, be 
requested ? 

You may request reduction of the consular fee to a nominal amount, 
or, if in your opinion it is more desirable, its consolidation with im- 
port duties. All charges on imports, other than customs duties, or 
consular fees, if not reduced by the agreement or consolidated with 
customs duties should be bound at present levels or within agreed 
upon limits. The agreement might well contain a general provision 
whereby, in so far as concerns articles with respect to which customs 

“See H. R. 8861, Congressional Record, vol. 78, pt. 5, p. 5691. 
* Approved May 12, 1983; 48 Stat. 31.
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concessions or commitments have been made under the agreement, 

charges of all kinds which have not been specifically provided for 

shall not be increased, and whereby no new charges of other kinds 

shall be imposed. 
(8) Is it the intention completely to revise the existing treaty and 

submit the redrafted treaty to Congress for ratification at the present 

session ? 
The Department is not in a position to inform you at the present 

moment of the form that may seem most advisable for the ultimate 
trade agreement that you are now working on. If the tariff proposal 
now before Congress should be enacted (H. R. 8687 of which a copy 
is attached *) it might be that the powers conferred upon the Executive 
by that bill will be sufficient to cover the arrangement with the Cuban 
Government and that the arrangement could be put into effect at 
once as an Executive Agreement. However, in the event that the 
treaty calls for concessions by the American Government not within 

the range of powers conferred upon the Executive by this bill, or in 
the event that this bill fails of passage, the arrangement would have 
to be presented to Congress for ratification. 

(9) Shall the concessions to be granted by the United States to Cuba 
on products other than sugar be discussed with the Cuban delegation ? 

No decision can now be reached regarding such concessions. You 
may state to the Cuban authorities, however, that you will receive any 
requests they may desire to make, and transmit them to the Depart- 
ment for consideration. It is extremely important under present cir- 
cumstances to avoid any publicity whatever regarding the concessions 
which might be offered by the United States. 

(10) Shall the Embassy prepare a draft of the general provisions of 
the treaty for submission to the Department for approval? 

The Department will prepare and submit to you as soon as possible 
in outline form a draft of the proposed agreement. The Embassy 
should prepare the texts of any special provisions which it deems 
advisable to include therein and submit them to the Department for 
approval. 

It is suggested that for the present the Embassy concentrate on the 
schedule of concessions to be obtained from Cuba, since this part of 
the agreement involves the greatest technical difficulties and will con- 
sume the greatest amount of time. It is recognized that the inability 
of this Government to indicate what concessions can be granted to 
Cuba greatly increases the difficulty of this task. As matters now 
stand, however, there is no help for it. The Department can only 
suggest that the discussions proceed on the assumption that concessions 
will be made by the United States and on the basis that concessions 

* For text of law approved June 12, 1934, see 48 Stat. 948.
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offered by Cuba at this stage are tentative and subject to the granting 
of reciprocal concessions by the United States. 

In the future the Department desires that all proposals, including 
counter-proposals, regarding the concessions desired by the United 
States be submitted to the Department before they are submitted to 
the Cuban negotiators in order that the views of the Departments of 
Agriculture and Commerce and of the Tariff Commission may be 
obtained thereon. Arrangements will be made whereby such pro- 
posals will receive prompt consideration here. 

In addition to the questions raised by the Commercial Attaché there 
are certain further principles by which you should be guided in the 
conduct of the negotiations, as follows: 

(11) It must be borne in mind that the United States, and possibly 
also Cuba, will desire to enter into negotiations for the promotion 
of trade with other countries. From this standpoint the preferences 
granted by Cuba and the United States to each other are significant. 
In this connection consideration must be given both to the form and 
to the amount of the preference. 

The preference may take the form of a percentual reduction in 
general rates, whatever those rates may be. This is the form em- 
ployed in the existing treaty. Or it may take the form of an absolute 
margin of preference expressed as a specified sum per unit of goods, 
or a specified percentage ad valorem, i. e., a percentage of the value of 
the goods. This is the form suggested in the draft agreement en- 
closed with your despatch No. 46 of March 9, 1934. The form of 
preference provided for in the existing treaty seems preferable for 
the following reasons. 

(a) The preference in its absolute form sets a limit to reduction 
in rates. The lowest rate that could be imposed on goods of third 
countries would be the sum per unit or the ad valorem percentage 
representing the agreed-upon margin of preference. The preference 
in its relative form (percentual reduction in general rates) on the 
other hand, would allow complete freedom with respect to reductions 
in rates. While there may be little likelihood in the immediate future 
of either country desiring to lower its rates to third countries to the 
extent that this implies, it is nevertheless desirable in principle that 
no limit to rate reductions be imposed. 

(6) The form of preference provided for in the existing agreement 
permits some mitigation of the discrimination against third countries. 
A reduction in the general rate results in a reduction in the absolute 
margin of preference. It therefore permits the United States or Cuba 
not only to offer a third country a reduction in the rate payable on 
imports from that country but at the same time to afford some measure 
of relief from the discrimination to which its trade is subject. Thus, 
on the basis of a 20% preference on general rates:
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Rates which might be 
offered to (e. 9.) 

Present rates Mewzico 
¢ per unit ¢ per unit 

Mexico (e. g.)------------------- 3.0 1.5 
Cuba ~_------------------------- 2.4 1.2 

Margin of preference_____------_- 0.6 0.3 

Any such reduction in the margin of preference, however, would 
tend to be offset by the fact that it would necessarily be accompanied 
by a reduction in the duties paid by Cuba and by the consequent im- 
provement in the competitive position of Cuban producers as com- 
pared with those in the United States. 

The size of the percentual preferences granted may likewise be 
important from the standpoint of negotiations with some third coun- 
tries. In any such negotiations the third country concerned is likely 
to demand at least that the absolute margin of preference shall be no 
greater than that existing before the treaty between the United 
States and Cuba was revised. A mere reduction in the general rate 
is not lkely to satisfy the third country concerned if the margin of 
preference to Cuba or the United States, as the case may be, is such 
that the third country anticipates that it will be unable to compete. 
The greater the increase in the percentage of preference, the greater 
must be the reduction in rates in any negotiations with a third country, 
in order to restore or reduce the absolute margin of preference now 
existing. If, in the present negotiations, percentages of preference 
should be materially increased on products which are likely to be 
important in negotiations with third countries, greater reductions in 
duty may be demanded by such third countries than budgetary or 
protective requirements will permit. 

In view of the considerations above set forth it seems to the Depart- 
ment advisable (1) to state the preference in the form of a percentual 
reduction to the United States based on the lowest rate at any time ap- 
plicable to any other foreign country, and (2) to increase the prefer- 

ence only on articles of which Cuba or the United States, as the case 
may be, is the chief source or one of the principal sources of imports 
into the other. There may be some articles of which Cuba or the 
United States is the chief source or one of the principal sources of 
imports into the other but which may be an important factor in future 
negotiations with some third country. Any representations by Cuba 
or the United States that in such circumstances an increase in pref- 
erence should be foregone should receive sympathetic consideration. 

It is recognized that in the case of some products the observance of 
these principles may involve a sacrifice of immediate expansion with 
respect to the trade of Cuba and the United States with each other.
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But it would preserve, both for Cuba and the United States, the oppor- 
tunity to expand their trade in other directions. 

(12) It is intended that the new trade agreement will provide not 
merely for specified minimum percentage preferences to the United 
States, but that the rates of duty on important specified American prod- 
ucts be bound as to maxima by the agreement. It is suggested that 
rates might be bound on all such important articles except those with 
respect to which such limitation would clearly be of greater benefit to 
some foreign country than to the United States. 

(13) The emphasis should be on obtaining reductions in duties 
rather than on obtaining increased preferences. The Department con- 
siders that there has been too great a tendency in connection with pro- 
posals submitted by the Embassy to seek increased preferences. There 
is a strong presumption in any case against seeking a preference in 
excess of 50%. A preference of as much as 50% should be sought only 
in exceptional cases. 

(14) A balance of the advantages offered by the parties to a treaty 
can seldom be effected by each party granting like concessions on like 
products. It is the trade importance of the concessions granted, not 
the kind of concessions, which must be compared in determining the 
equivalence of the concessions granted by the countries concerned. 
Cuba exports a relatively few articles of great importance in the 
economy of that country, while the United States exports to Cuba 
numerous products none of which, taken alone, represents a large pro- 
portion of the trade. A substantial concession by the United States 
to Cuba on sugar will be equivalent, therefore, when measured in terms 
of trade advantage, to concessions by Cuba on numerous products of 
the United States. These considerations should be kept in mind in 
connection with such questions as that raised under point (4) above, 
namely, the relation of seasonal reductions in duty by Cuba to seasonal 
reductions in duty by the United States. 

(15) In order to stabilize the production and marketing of sugar 
in the areas supplying the domestic American market, there has been 
introduced into the Congress a bill which, in effect, will permit the 
establishment of quotas for these areas.?’ In his message of February 
8 to the Congress,”* the President indicated that the use of the figures 
for the last three years as the basis for fixing quotas would result in an 
approximate balance between supply and consumption. On this basis 

marketing of Cuban sugar would be 1,944,000 short tons, as compared 
with 1,608,000 short tons in 1933, an increase of nearly 25 percent. In 
view, however, of the possibility of change in these figures and of the 
possibility that the bill might not pass, you should not at this time 
discuss the matter with the Cuban authorities. 

*'H. R. 8861. For text of law approved May 9, 1984, see 48 Stat. 670. 
* Department of State, Press Releases, February 10, 1984, p. 77.
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The bill before Congress concerning sugar makes sugar beets and 
sugar cane basic agricultural commodities for the purposes of the 
Agricultural Adjustment Act, thereby making them liable to a process- 
ing tax. In order that the levy of this internal tax will not increase 
prices the pending bill provides that in no event shall the rate of the 
processing tax exceed the amount by which the tariff on sugar is reduced 
below the present rate of import duty. In this connection, your atten- 
tion is called to the preliminary report of the Tariff Commission on 
sugar, which finds that the tariff on Cuban raw sugar (96°) need be 
only 1.50 cents per pound, instead of 2.00 cents per pound to equalize 
production costs. 

Very truly yours, For the Secretary of State: 
Francis B. Sayre 

611.3731/581a 

The Secretary of State to the Ambassador in Cuba (Caffery) 

No. 61 | WasuineTon, April 3, 1934. 

Sir: In connection with the general instruction of this date setting 
forth the general principles to be followed in negotiation of a com- 
mercial treaty between this country and Cuba, the Department wishes 
to transmit one supplementary element. This is in connection with the 
genera] principle numbered (1) “The Department considers that the 
general rule should be to seek no increases of rates of duty on importa- 
tions from foreign countries”. 

The above-stated principle is one which the Department wishes 
strictly to follow in all ordinary circumstances and conditions, and it 
represents the position which the Department has assumed in regard 
to trade agreements entered into between third countries. However, 

. a condition extraordinary in some respects is presented by the recent 
trend of Japanese competition, which it is presumed has also mani- 
fested itself in the Cuban market. This Japanese competition is made 
the more intense and difficult by virtue of the great decline in the value 
of the Japanese currency; there exists a possibility that within the 
treaty period this decline may proceed further, thereby accentuating 
the difficulties of competition and leading to the offer of Japanese goods 
in the Cuban markets at prices even more markedly low than those 
at_ which some Japanese goods are already being offered. 

This is a contingency which the Department feels should be guarded 
against in the drafting of the treaty with Cuba. It would be unfor- 
tunate if after a lapse of time it should result that American trade ad- 
vantages secured in Cuba in return for the advantages given Cuba 
(in the field of sugar only as the result of a very considerable effort) 
did not develop as expected because of unusual Japanese competition.
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It is therefore suggested that the Embassy make a careful study of 
the different branches of Cuban trade in which it appears that Jap- 
anese sales effort and competition in the Cuban market has grown 
markedly greater during the past two years, and report back to the 
Department as regards those items with recommendations. It may 
be that in regard to some of the items in question it will be found 
advisable to depart from the general principle laid down above. 

Very truly yours, For the Secretary of State: 
Francis B. Sayre 

611.8731/598 

The American Technical Advisers (Donnelly and Turkel) to the 
Ambassador in Cuba (Caffery)® 

Hazana, April 11, 1984. 

Subject: Comments on the Department’s Confidential Instructions 
Nos. 60 and 61 of April 8, 1934. 

At your request we are presenting our comments on the general 
instruction for the revision of the reciprocity treaty with Cuba as set 
forth in the confidential instructions from the Department of State 
of April 3, 1984. 

In regard to increases of rates of duty on importations from foreign 
countries treated with in the supplement of April 3rd, we are including 
in a separate memorandum our views on Japanese and Belgian com- 
petition in products on which we feel that it is desirable to request an 
increase of the general import duties in order to meet or remove this 
competition. 

In Sub-section A of Section No. 1, the Department treats of the 
possibility of employing anti-dumping regulations on imports which 
are sold at less than the foreign market value or cost of production. 
There is at present provision in the Cuban customs tariff for applica- 
tion of the maximum duties against foreign dumping, but it has never 
been applied. Our views on anti-dumping provisions to be included 
in the treaty are set forth in Paragraph 5 of Article V of the draft 
of March 6, 1934, which presents our proposals for general provisions 
to be included in the treaty. 
We concur with the Department that the treaty should contain anti- 

dumping provisions, but suggest that the treaty article be limited to 
the dumping of third countries. However, the Department may desire 
to add an article similar to Article ITI of the agreement with Colom- 
bia.*° It is important to remember that the Cuban Government, as 

Copy transmitted to the Department by the Ambassador in Cuba in his 
despatch No. 244, April 18, 1984; received April 16. 

* Foreign Relations, 1983, vol. v, p. 249.
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constituted, is not in a position successfully to administer anti-dump- 
ing regulations. The Government. lacks facilities for making the nec- 
essary investigations in foreign countries and is also hesitant to 
employ such drastic measures in view of the possibility of antagoniz- — 
ing foreign countries. In the light of this fact it is felt that we should 
disregard the possibility of anti-dumping regulations being enforced in 
Cuba and, therefore, we should protect our position as far as possible 
by increasing the spread between the general duty and the duty to the 
United States by increasing the preferentials. 

We agree with the Department’s statement in Section 2 (a) regard- 
ing the consolidation of the consumption tax with the import duty 
whenever the consumption tax is a disguised import duty. There are 
many instances which are already known to the interdepartmental 
Committee and therefore it will not be necessary to treat with this 
subject in detail. 

Razor blades are manufactured locally from imported steel. Al- 
though the manufacturers are required by law to pay the consumption 
tax, their prices are such that if they paid the consumption tax to the 
Government they would operate at a loss. Imported razor blades pay 
the consumption tax at the time of importation. Consequently they 
are at a disadvantage in competing with the local products. In this 
instance we are recommending that the consumption tax be imposed 
on the raw material at the time of importation. This would yield 
more revenue to the Government and would place our manufacturers 
in a better competitive position with the local firms. The same is true 
of rayon knit goods, hosiery, and similar products. In the report on 
the revision of the textile schedule, which was submitted on March 23, 
1934," we suggested that the consumption tax on the finished goods be 
imposed on the yarn and collected at the customhouse. Although we 
do not know of any border line cases, we will bear in mind the instruc- 
tions of the Department and will refer such cases to the Department 
for decision. 

We agree with the Department’s statement in Section 6 that it would 
be advisable to provide so far as possible for the maintenance of the 
status quo or for the establishment of specified limits of internal taxes 
with respect to products dealt with in the agreement. However, there 
are some instances in which internal taxes are discriminatory or serve 
as an additional burden on imports, and in many instances our end 
cannot be accomplished through reduction of import duty only. 
Therefore, it would be desirable to ask for a reduction in particular 
internal taxes. Some of the outstanding cases are cigarettes, playing 
cards, meat: products, automobiles, and textiles. In a few other in- 
stances we should probably request a decrease in certain internal taxes, 

1 Not printed.
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but of course before doing so, the Department would have an op- 
portunity to study our proposals. 

With reference to the consular invoice fee, the Department states 
in Section 7 that the Embassy may “request. reduction of the consular 
fee to a nominal amount, or if in your opinion it is most desirable, the 
consolidation with import duties”. Consolidation of this fee with the 
import duty would be an admission on the part of the Cuban Govern- 
ment that the consular fee is an import duty and as such it could not 
be applied to products imported from Spain and France, since it is 
specifically provided in the treaties with these countries that import 
duties on products mentioned in the treaties may not be increased.” 
It is our feeling that the most we can expect to obtain is a uniform re- 
duction of the consular fee from 5 per cent to 214 per cent ad valorem. 
It seems to us that the question of where and when the fee is imposed 
is strictly an internal matter and that therefore we should not inter- 
fere. Some American interests would prefer to have it levied at the 
time of importation of the shipment and others at port of shipment. 
The important thing for us is to secure a reduction of the fee, if possi- 
ble, to 214 per cent ad valorem. Although this will represent a re- 
duction of revenue to the Government, we hope to be able to com- 
pensate for it in other parts of the treaty. : 

With reference to Section 9 of the instructions, regarding conces- 
sions to be granted by the United States to Cuba on products other 
than sugar, we have carefully avoided discussion of these products and 
when the subject has been approached we have told the Cuban delegates 
that the most we can do is to submit their proposals to Washington 

_ for consideration. 
In regard to special provisions for the treaty mentioned in Section 

10, your attention is invited to the fact that proposed revisions were 
submitted by us on March 6, 1934.7 Some of these provisions are very 

7 important and if it is at all possible it is our desire that they be 
retained. It will be very useful for us to receive the Department’s 
draft of the special provisions as soon as possible in order that the 
treaty may be expedited. In fact, we have made arrangements for 
special discussions of the treaty draft as soon as we receive suggestions 
from the Department. Since the negotiation of the treaty articles may 
require more time than the negotiation of the schedules, the Depart- 
ment will appreciate the importance of sending its draft to us in the 
very near future. 

Needless to say, we are disappointed to learn that the Department 
disapproves in Section 11, of our principle of the absolute preferential. 

* For text of treaty with Spain, signed July 15, 1927, see League of Nations 
Treaty Series, vol. exx, p. 251; for text of treaty with France, signed November 
6, 1929, see ibid., vol. cxIv, p. 345. 

** See proposals transmitted with despatch No. 46, March 9, 1934, from the 
Ambassador in Cuba, p. 112.
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It is entirely probable that as the result of the instruction, Cuba will 
negotiate treaties with other countries and that by reducing the general 
duty the advantages obtained by the United States in the provisions of 
the treaty will be lost. While it is not our intention to forestall such 
negotiations, it is our earnest hope that the treaty will guarantee a 
definite margin of preference over foreign competition. 

In exchange for a known sacrifice of approximately thirty or forty 
million dollars annually in the duty on sugar, we feel that the United 
States should accept nothing less than an absolute preference. 

Originally we had planned that the general rates would be minimum 
rates and rates to the United States would be maximum, thus pre- 
venting any reduction in the general rates but permitting that possi- 
bility with respect to rates to the United States. 

However, we have compromised on the absolute preferential plan 
which would permit reduction in general rates of duty, yet protect 
the value of the concessions obtained at the time of signature. On this 
basis Cuba could reduce general duties but the value of the preferential 
to the United States would be retained as shown in the following table: 

Relative Plan Unit of Gen’ U.S. Tarif 
Duty on potatoes under United States- Duty Tarif Prt. % foru.8. 

Cuban treaty.................-.. 100 Kilos. $5. 00 40% $3. 00 
Duty on potatoes under Canadian- 

Cuban treaty....................- 100 Kilos. $3. 00 40% $1. 80 

Absolute Plan 
Duty on potatoes under United States- 

Cuban treaty.................... 100 Kilos. $5. 00 40% $3. 00 
Duty on potatoes under Canadian- 

Cuban treaty.................... 100 Kilos. $3. 00 — $1. 00 

The objection to the absolute plan on the ground that it sets a limit 
to the reduction of general rates is true if the plan is driven to its 
logical extreme. That theoretical objection should not be given such 
weight as to overturn the absolute preferential plan with its known 
safeguards to American commerce. 

The Department has been informed that the Canadian Govern- 
ment has expressed a desire to the Cuban Government to negotiate a 
new treaty, but the Cuban Government has stated that it will not do 
so until the new treaty with the United States has been completed. 
In the event of a treaty with Canada, it is reasonable to assume that 
the Canadians will insist upon a lower import duty on potatoes, flour, 
fresh fruits, and lumber. 

As Cuba enjoys a substantial favorable balance of visible trade with 
Great Britain, it follows that that country will negotiate a treaty to 
protect the sale of textiles, iron and steel products, machinery, Indian 
rice, and some foodstuffs. 

Although we do not have definite proof, we believe that the Chilean 
Government will endeavor to negotiate a treaty with Cuba for the 
reduction of duties on beans, oats, hay, onions, and fruits.
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In the second instruction, No. 61, of April 3, 1934, the Department 
indicates that it may be desirable to seek increased general rates on 
certain items. Obviously that would be done for the purpose of in- 
creasing our margin of preference. Is it not inconsistent to go to the 
extreme of asking for an increase in general rates in order to widen 
our margin of preferential and yet leave the way open to a reduction 
of that margin ? 

We are in sympathy with the Department’s attitude to establish 
principles to guide in negotiating treaties with other countries, but 
we believe that our Government should continue to make Cuba the 
exception to our commercial treaty policy and that therefore our trade 
with Cuba should receive special consideration. 

The Department indicates in Section 12 its intention that the rates 
of duty on important specified American products be bound as to 
maxima by the agreement. While the interdepartmental committee 
made many recommendations as to increasing the preferential without 
binding the rate, our negotiations have disclosed that the Cuban dele- 
gation is prepared to bind all products as to maxima by the agreement. 
Since this is more advantageous to the United States, it is suggested 
that all such rates be bound. 

The Department states in Section 13 that it considers that there has 
been too great a tendency in connection with the proposals submitted 
by the Embassy to seek increased preferences. The Department states 
that the emphasis should be on obtaining reduction in duty rather 
than on obtaining increased preferences. The Department is evidently 
not aware that the Cuban Government is strongly disinclined to re- 
duce general rates of duty, and consequently the only practical way 
to accomplish reduced duty to the United States is by asking for a 

| sharply increased preferential. The chairman of the Cuban dele- 
gation has several times made the definite statement that we are en- 
gaged in a revision of the reciprocity treaty, not the Cuban Tariff, 
and consequently general rates of duty should not be reduced. 

611.3731/600 

Lhe American Technical Advisers (Donnelly and Turkel) to the 
Ambassador in Cuba (Caffery)* 

Hasana, April 18, 1984. 

Subject: Suggestions for increases in General Rates of Duty. 

In response to the Department’s instruction No. 61 of April 3, 1984, 
directing the Embassy to make a careful study of the different branches 

“Copy transmitted to the Department by the Ambassador in Cuba in his des- 
patch No. 252, April 14, 1934; received April 17.
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of Cuban trade in which it appears that Japanese sales effort and com- 
petition in the Cuban market has grown markedly greater in the past. 
two years, there follows a discussion of items in which Japanese prod- 
ucts have actually displaced American products. At present there are 
several representatives of Japanese firms in Habana offering a wide 
variety of lines competitive with American exports. In addition, 
Japanese exporters are carrying on extensive correspondence with 
Cuban and American firms in Cuba, quoting prices far below those of 
similar American products. Copies of typical letters and quotations 
are enclosed.* 

Our trade contacts state that Japanese exporters are constantly in- 
creasing their sales activities and extending the variety of their lines. 
In self defense, some American firms doing business in Cuba have been 
forced to purchase Japanese products in order to compete. This is 
especially so in the case of textiles. The most important textile mill 
in Cuba—American-owned—has been obliged to place large orders for 
yarn in Japan in order to reduce the price of its finished products to a 
level competitive with similar Japanese finished products. 

In view of the general policy of the Governments both of the United 
States and Cuba not to increase general rates of duty, our suggestions 
for increased general rates have been limited to the outstanding cases 
of actual competition. 

1. Cotton Yarn. 

In the cotton section of the textile schedule we have asked for an 
increase in the general duty only on cotton yarn, from $1.50 to $3.00 
per 100 kilograms with a preference of 50 per cent to the United 
States. While prices of cotton yarn fluctuate considerably, in general, 
Japanese prices c. 1. f. Habana are about 20 per cent below American 
prices. 

No request was made for an increased general duty on cotton textiles 
since nothing less than the maximum duty with a preference of 60 to 75 
per cent would have been satisfactory. Such a request would not only 
have been deemed excessive by the Cuban delegates but would, if 
granted, provide so much additional protection as to encourage the 
establishment of new mills in Cuba. 

%, Rayon Yarn. 

- In the rayon sections of the textile schedule, we have asked for an 
increase in the general duty only on rayon yarn from $0.20 to $0.85 
per 100 kilograms with a preference of 50 per cent to the United States. 
In general, Japanese rayon prices c. 1. f. Habana are quoted at about 
50 per cent of the American yarn. 

* Not printed.



CUBA 131 

The situation in respect of rayon piece goods is similar to that of 
cotton yard goods. In order to overcome the tremendous difference 
in price, it would have been necessary to request an increase to the 
maximum duty and a preference of from 65 per cent to 75 per cent. 
With such rates of duty, the cost to the Cuban consumer would be 
greatly increased, and the development of the rayon textile industry 
in Cuba would be artificially encouraged. Such a development would 
be as detrimental to American trade as is the Japanese competition and 
consequently the request is not being made. 

In the cases of cotton piece goods, rayon piece goods and tooth- 
brushes—the three outstanding items of the textile schedule in which 
Japan has already taken over a large percentage of our trade—we 
have been repeatedly told by American manufacturers and importers 
that in their opinion no duty or preferential will be sufficient to 
offset the price difference on the Japanese goods. As the Department 
is well aware, these interests have constantly urged the establishment 
of quotas on these products based on imports from Cuba. 

In view of the general antipathy toward the quota system, we felt 
that the best we could do was to secure as high a preference as possible 
on the present duties, in the hope that when the general economic 
condition of Cuba improves, the proximity of the United States and 
the superior styling of American textiles, coupled with the increased 
preferentials would enable us to regain some of the former business. 

3. Incandescent Bulbs. 

In 1980, the Cuban market consumed 1,840,502 lamps valued at 
approximately $247,693, all of which were imported. On the basis 
of units, the United States supplied 56 per cent of the total during 
that year and Japan 4 per cent. Japanese competition became well 
entrenched in 1931 and continued to increase so that by the end of 
1933 its participation amounted to 60.7 per cent of total imports of 
incandescent bulbs, as compared with 17.1 percent for the United 
States. 

This substantial increase in Japan’s share of the Cuban market for 
this product is attributed to dumping at prices which are almost ruin- 
ous to American trade, At present the Japanese are quoting a rate 
of $2.72 per 100 lamps (40 watts), c. i. f. Habana, as against an 
American price of $12.87 per 100 lamps (40 watts), c. i. f. Habana. 

This subject has been studied at considerable length by the repre- 
sentatives of the General Electric Company, Westinghouse Company, 
and the office of the Commercial Attaché. There is in preparation 
at this time a complete report which will be submitted to the Depart- 
ment within two weeks. In the meantime, Mr. Maurice McGovern, 
resident manager of the General Electric Company, has left for 

Washington to place the facts before the Department. His recom- 
789736—52——18



132 FOREIGN RELATIONS, 1934, VOLUME V 

mendations have been endorsed by the resident manager of the 

Westinghouse Company. 
Representatives of the two above mentioned companies have sug- 

gested that the general duty rate be increased to double the present 
maximum rates which range from $4.00 to $24.00 per 100 lamps with 
a preferential to the United States of 70 per cent. We suggest to the 
Department that the general duty should be double the present maxi- 
mum rates with a preferential to the United States of 50 per cent. 
These rates are essential if we are to recover our former share of the 
trade in incandescent bulbs and allied electrical lines. Our contacts 
believe that if we attain our former position in the sale of bulbs that 
we will also obtain an equal percentage of the imports of other elec- 
trical equipment, which has been gradually turning to the Japanese. 

4, Lamp Cord. 

Of a total of $562,015 worth of insulated copper wire imported into 
Cuba in 1929, the United States supplied over 95 per cent. By 1982 
the share of the United States had declined to 59 per cent. Lamp cord 
represents one of the principal types of insulated copper wire sold 
in Cuba. While no statistics are yet available, inquiries among the 
trade have disclosed that in 1933, Japanese exporters obtained a large 
share of this business through underquoting all other suppliers. 

For example, American lamp cord (size 18145) is quoted at $6.835 
per 1,000 feet c. i. f. Habana against a Japanese price of $4.50 per 
1,000 feet c. 1. f. Habana. A general duty of $16.00 per 100 kilo- 
grams on Item 64—B, under which lamp cord is classified, is deemed 
absolutely essential to protect this trade against further diminution. 

Present Duty Tang Taf Pry % for OS. 
Per 100 Kilos, Item 64—B $20. 00 $10. 00 20% $8. 00 
Proposed Duty $32. 00 $16. 00 50% $8. 00 

5. Cellophane. 

In 1932, the consumption of cellophane in Cuba approximated 20,000 
kilograms, of which the United States supplied about 15,000 kilograms 
and Japan 352 kilograms. In 1933, the consumption increased to 
40,000 kilograms, of which 33,000 kilograms were imported from the 
United States and 4,616 kilograms from Japan. 

The advance in imports of cellophane from Japan of 4,264 kilograms 
In one year indicates that Japan is making a strong bid for this trade. 
Recent reports show that Japan has further increased her participa- 
tion during the first quarter of 1934. 

At present Japan is quoting at from $11.00 to $12.00 per ream c. i. f. 
Habana, against the lowest American price of $15.67 per ream c. 1. f. 
Habana. Importers state that the trade is being diverted to Japan and 
that unless the general import duty is increased Japan will dominate 
the trade within a short time.
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Agents for American manufacturers of cellophane urge that the 
general duty be increased to 40 cents per kilogram as compared with 
the present general duty of 10 cents. We feel that our present partici- 
pation can be maintained by increasing the general duty to 28 cents 
per kilogram on sheets and 35 cents per kilogram on bags. The higher 
duty on the bags, pouches, et cetera, is suggested in order to provide 
protection for the local manufacturers of bags. 

Our recommendations are as follows: 

Mazimum General U.S. Tariff 
Present Duty Per Kilo. Tariff Tariff Prf.% for U.S. 

Sheets—156-F $0. 20 $0. 10 30% $0. 07 
Bags—155-—-M $0. 24 $0. 12 30% $0. 084 

Proposed Duty Per Kilo 
Sheets—156—F $0. 56 $0. 28 50% $0. 14 
Bags—155-M $0. 70 $0. 35 50% $0. 175 

Printed bags are subject to a surcharge of 30 per cent of the duties 
specified. It is desirable that this note be retained. 

6. LZron and Steel. Belgium 

Although Japanese competition is of paramount interest, we should 
not overlook the strong competition from Belgium in iron and steel 
products. The tonnage and value of the trade are very important. 
So as to enable our manufacturers of these products to be in a more 
competitive position with Belgium we are suggesting these additional 
exceptions to the principle of not increasing general duties. 

In 1929, of a total trade of $1,637,895 in bars, plates and shapes, the 

United States supplied about 30 per cent, while Belgium supplied 58 
per cent. Based on imports through Habana for 1933, the share of 

the United States has declined to 10 per cent while the remainder was 
supplied almost entirely by Belgium. Belgian exporters are quoting 
a base price of $1.40 per 100 pounds c. 1. f. Habana against an average 
price of $1.85 from the United States. 

The attention of the Department is again invited to the fact that in 
connection with the agreement for the distribution of the international 
sales of rails and pipes, the continental and British steel producers 
recognized in principle that the Cuban market should be supplied by 
the United States. 

The following changes are recommended as being necessary to effect 
a restoration of our former share of this very important branch of 
trade: 

Mazimum General U.S. Tariff 
Present Duty Per 100 Kulos. Tariff Tariff Prf.% for U.S. 
Bars—36—B $0. 80 $0. 40 25% $0. 30 
Plates—37—A $2. 80 $1. 40 25% $1. 05 
Shapes—42-A $0. 88 $0. 44 25% $0. 33 

Proposed Duty Per 100 Kilos 
Bars—36—-B $1. 50 $0. 75 50% $0. 375 
Plates—37-A 35. 00 $2. 50 50% $1. 25 
Shapes—42-A $1. 60 $0. 80 50% $0. 40
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In view of the foregoing instances of actual competition from Japan 
and Belgium, and in view of the threatened competition as evidenced 
by the following enclosures and information supplied by the trade, 
we feel that it is imperative to adhere to the principle of maintaining 
the value of the preferential. We refer again to the arguments ad- 
vanced on pages 4, 5, and 6 of our memorandum of April 11, 1934, 
concerning general provisions in the treaty with respect to the value 
of the preferential. 

The attention of the Department is invited to pages 25 and 26 of 
the publication of the United States Tariff Commission (1929) en- 
titled “Effect[s] of the Cuban Reciprocity Treaty”, which reads in 
part as follows: 

“An appraisal leads to the conclusion that the concessions granted 
by Cuba have exerted an influence upon trade which, even in the years 
immediately following the treaty, accounted for but a minor part of 
the expansion of United States exports to that island, and which at 
present (1929) is not the determining factor in any considerable 
percentage of the total trade. 

“On the whole it appears that the guiding principles of the recent 
revision of Cuba’s tariff have been such as to reduce rather than to 
increase the value of the preference to the United States.” 

In large measure, the failure of the old treaty to benefit American 
trade may be attributed to the incorporation of the relative prefer- 
ential plan without bound rates of duty. It is sincerely hoped that 
the same mistake will not be committed in these negotiations because 
of theoretical objections to the absolute preferential plan. 

611.8731/609a 

The Secretary of State to the Ambassador in Cuba (Caffery) 

No. 97 Wasurneton, April 23, 1934. 

Sir: The Department desires to clarify the general instructions gov- 
erning the revision of the Reciprocity Treaty with Cuba (instruction 
No. 60 of April 3, 1934), in so far as they apply to the binding of 
rates. Point No. 12 of this instruction suggests in part that “the 
rates of duty on important specified American products be bound as 
to maxima by the agreement. It is suggested that rates might be 
bound on all such important articles except those with respect to 
which such limitation would clearly be of greater benefit to some 
foreign country than to the United States.” 

The Department has examined all the proposed schedules trans- 
mitted by the Embassy with the above instructions in mind. In all 
cases where bound rates appeared advisable, it has so stated in its 
instructions. According to Mr. Nufer, Commercial Attaché at Habana,
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the American technical advisers, however, proceeded on the assump- 
tion that in the case of all tariff items concerning which the United 
States was asking for change in preference, in rate or in both pref- 
erence and rate, the resulting United States rates were to be bound. 
Since it is the Department’s intention that the United States rates 
only in specified items are to be bound, you are requested to reexamine 
the schedules submitted, in conjunction with the Department’s com- 
ments thereon. The Department will, of course, be pleased to give 
consideration to any suggestions for the binding of rates not specified 
in its instructions. 

The Department would also like to take this opportunity to clarify 
another point that has arisen with regard to the binding of rates. 
Apparently the American technical advisers are under the impression 
that the agreement arrived at with Cuba will bind in each case the 
“absolute” preference as to minimum, that is to say, that the “dollar 
spread” between the general rate and the United States rate reached in 
the new agreement should not be decreased during the life of the agree- 
ment. The Department does not believe it advisable to request of 
Cuba the binding of the “absolute” preference since it is not in a posi- 
tion to make a similar concession to Cuba, which would probably be 
expected in a reciprocal agreement. The Department believes that 
only the minimum percentage preference should be determined, which 
would leave the Government free to raise and lower rates (except where 
those rates have been expressly bound as to maxima). 

Very truly yours, For the Secretary of State: 
SuMNER WELLES 

611.3731/614¢ : 

The Secretary of State to the Ambassador in Cuba (Caffery) 

No. 101 Wasuineton, April 24, 1934. 

Sir: Since it is evident that a favorable revision of the reciprocity 
treaty will be a stimulant to economic recovery, both here and in Cuba, 
I am desirous that the negotiations be concluded at as early a date as 
possible. Considerable delay has resulted, however, from the proce- 
dure set forth in the general instructions whereby the Embassy is re- 
quired to submit to the Department “all proposals, including counter- 
proposals, regarding the concessions desired by the United States”. 
In order to expedite the revision of the treaty, therefore, you may carry 

on your negotiations with the Cubans on the basis of the schedules as 
submitted to and revised by the Department, without referring the 
counter-proposals made in the course of negotiations to the Department 
for approval, except cases involving controversial concessions (such as 
hog lard), increases in general rates, new or reclassifications, and 
matters of policy of interest to this and other Departments.
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The Department has drafted its instructions regarding the proposed 

schedules with the idea of giving you in the case of each tariff item 

the United States rate of duty and the preference which it hopes will 

be arrived at. While you should endeavor to secure the agreement of 

the Cuban authorities to the proposals as approved by the Department, 

I realize, of course, that it will not be possible to secure in all cases 

the exact rates and preferences desired, and therefore authorize you, 

in your discretion, to propose and accept minor variations. Please 

continue, however, to keep the Department currently and fully in- 

formed of the progress of your negotiations. 

I assume that the Cuban authorities have been impressed with the 

fact that whatever agreements you may reach with them are subject 

to the review and approval of the Department. 
Very truly yours, For the Secretary of State: 

Sumner WELLES 
Assistant Secretary 

611.3731/620 

The American Technical Advisers (Nufer, Donnelly, and Turkel) to 
the Ambassador in Cuba (Caffery)* 

Hapana, May 2, 1934. 

Subject: Form of the Revised Reciprocity Treaty. 

When Mr. Nufer was in Washington the question arose as to the 
form of the revised reciprocity treaty with Cuba. It was suggested 

that it might be preferable to limit the treaty primarily to changes in 
duty preferences and to the binding of maximum rates on specified 
articles, and for the Cuban Government to put into effect, prior to the 
date of the treaty, a decree-law which would make all the agreed-upon 

changes in duty rates, classifications and nomenclature. 

This decree-law would represent a revision of the present Cuban 

Customs Tariff, and the tariff as thus revised would be the one on 

which the treaty would be based. Obviously, this decree-law, or tariff 

revision, would provide no changes in the present duty preferentials, 

which would be covered by the revised treaty. 

The alternative to this would be to embody in the treaty itself all 

the changes in duty rates, nomenclature and classification agreed upon 

in the course of our discussions with the Cuban delegates. 

During the discussion in Washington it was suggested to Mr. Nufer 

that we approach the Cuban delegates informally in this matter in 

order to ascertain what would be their attitude toward these two meth- 

ods. The Cuban delegates, speaking informally and unofiicially at 

*° Copy transmitted to the Department by the Ambassador in Cuba in his des- 

patch No. 399, May 4, 1934; received May 7%.
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a conference held on April 30, were unanimously in favor of what may 

be termed the “Decree-Law” form. 

If it is agreed to adopt this form, the treaty would include, as already 

mentioned, the percentages of duty preference to be accorded to each 

item, and a list of items on which the rate of duty specified is to be the 

maximum rate of duty during the life of the treaty. 
In our conference with the Cuban delegates we also brought up the 

subject of binding certain classifications, especially in those instances 

where changes had been made (which changes would, of course, be 
incorporated in the Decree-Law) in order to eliminate or prevent 

future misclassifications. After discussing this at length it was in- 

formally and tentatively agreed that the treaty might include a pro- 

vision to the effect that while the high contracting parties retain com- 
plete liberty to alter classifications in the future, no percentage of pref- 
erential may be decreased, and, in cases where the rate of duty is 
specified as a maximum, such rates may not be increased as a result 

of any future re-classification. 
The merits of the Decree-Law form are as follows: 

1. Simplicity of appearance, and saving of time in preparing the 
treaty. 

2, The changes in Cuba’s tariff structure will appear more as an 
autonomous act. 

3. In the exceptional cases where increases in general duty are made, 
they would be only indirectly attributable to the United States. 

611.8731 /625 : 

The American Technical Advisers (Nufer, Donnelly, and Turkel) to 
the Ambassador in Cuba (Caffery) * 

Hapana, May 7, 1934. 

Subject: Request for Instructions in Cases Involving Reductions in 

General Duty. 

It is respectfully requested that the following be transmitted to 
the State Department by cable if it meets with your approval: 

In our recent discussions with the Cuban delegates they have 

reiterated their reluctance to reduce general rates of duty, and have 
repeatedly expressed their preference for accomplishing reductions 
in rates of duty to the United States by means of higher preferentials. 
Their reluctance is due to the following points: 

(1) They claim that changes in the tariff structure will result in 
delaying negotiations, as in every case where a change in the general 
duty rate is proposed a special investigation as to the possible result 
of such a change will have to be made. 

7 Copy transmitted to the Department by the Ambassador in Cuba in his 
despatch No. 421, May 8, 1934; received May 10.
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(2) They have expressed the apprehension that our requests for 
reductions in general duty rates, in lieu of sharp increases in our 
preference, may indicate a general policy of our government to reduce 
general rates of duty on Cuban products, and to grant only slightly 
increased preferences, rather than to improve Cuba’s competitive 
position as against other foreign suppliers through high preferences. 
They apparently fear that their compliance with our requests might 
be construed as an acceptance of such a policy. (This latter argument 
is undoubtedly the outstanding one in the minds of the Cuban group.) 

The Cuban group, however, has gone so far as to admit that the 
granting of a large number of high preferences to us might cause 
adverse comment, and hence it is possible that we may be able to con- 
vince them of the desirability of reducing general duty rates in ex- 
ceptional cases. 

In those cases, however, where the Cuban delegates insist on main- 
taining their present position, could we not be authorized to accept 
the increased preference? 

611.8731/631 

The Secretary of State to the Ambassador in Cuba (Caffery) 

No. 153 WasHIncTon, May 19, 1934. 

Sir: With reference to your despatch No. 421 of May 8, 1934,°s 
transmitting a memorandum from the American Technical Advisers,*® 
requesting that they be authorized to accept increased preferences in 
those cases where the Cuban authorities are disinclined to reduce 
general rates, and to your telegram No. 298 of May 18 ** on the same 
subject, the Department desires to offer the following comments: 

1. The trade in each tariff item has been considered individually, 
and in each case the Department has suggested, after consideration 
of all factors involved, the treatment best calculated to bring about 
the desired expansion of trade between the United States and Cuba. 
In the greater number of cases increased preferences have been sug- 
gested, and in only a comparatively few cases decreased general rates. 
As a general rule the Department has been disinclined to accept in- 
creased preferences in cases where the United States enjoys a strong 
trade position. In such cases, and where the existing duties appear 
to be excessive, the best approach would seem to lie in decreased general 
rates. 

2. There is attached hereto a copy of the reciprocal trade bill as 
amended by the Senate Committee on Finance.* Your attention is 

8 Not printed. 
* Supra.
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directed to Subsection (0) of Section 350, as amended, reading as 
follows: . 

“(b) Nothing in this section shall be construed to prevent the appli- 
cation, with respect to rates of duty established under this section pur- 
suant to agreements with countries other than Cuba, of the provisions 
of the treaty of commercial reciprocity concluded between the United 
States and the Republic of Cuba on December 11, 1902, or to preclude 
giving effect to an exclusive agreement with Cuba concluded under this 
section, modifying the existing preferential customs treatment of any 
article the growth, produce, or manufacture of Cuba: Provided, That 
the duties payable on such an article shal] in no case be increased or 
decreased by more than 50 per centum of the duties now payable 
thereon.” 

This amendment was carefully drafted in order that Cuban products 
entering the United States might be favored by decreased rates of 
duty, by increased preferences or by a combination of both. The form 
of the requested concessions is, of course, for the Cuban authorities 
themselves to determine. On its part, the Department will examine 
each request with the criteria previously mentioned in mind. You 
may find it desirable to call the above quoted provision to the attention 
of the Cuban authorities, making it clear to them, however, that the 
bill has not yet received Congressional approval. Once the Cuban 

authorities understand the Department’s approach, they may be more 
inclined to grant the reduced general rates requested. 

As stated in the Department’s telegram of today’s date, the wisest 
course of procedure would seem to lie in maintaining our original pro- 
posals unchanged, at least until we have ascertained the Cuban reaction 
to all our requests. If the Cuban authorities remain inflexible in their 
decision not to grant reduced general rates in certain instances, we 
shall then have to reconsider our position and make the necessary 
adjustments. 

Very truly yours, For the Secretary of State: 
Sumner WELLES 

611.3731 /656 : Telegram 

The Secretary of State to the Ambassador in Cuba (Caffery) 

WASHINGTON, June 12, 1934—5 p. m. 

91. Your despatch No. 567, June 2 and previous. Have Cuban , 
authorities now presented all their requests for concessions? If not, 
please secure them at earliest opportunity and forward by air mail. 

Hoi 

“ Not printed.
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611.3731/665 : Telegram 

The Ambassador in Cuba (Caffery) to the Secretary of State 

Hapana, June 13, 1934—11 a. m. 
[Received 11:30 a. m.] 

319. Department’s 91, June 12,5 p.m. Cuban delegates state that a 
few final requests for concessions (largely minor ones) will be de- 
livered to us tomorrow. | 

CAFFERY 

611.3731/684 

The Secretary of State to the Ambassador in Cuba (Caffery) 

No. [2142] WASHINGTON, June 18, 1984. 

Str: Reference is made to your air mail despatch No. 252 of April 
14, 1934,** transmitting a memorandum on the subject of Japanese and 
Belgian competition in Cuba,“ and suggesting that in certain cases 
requests for increased general rates in the Cuban tariff be made in 
connection with the revision of the reciprocity treaty with Cuba. 

The policy of this Government is to bring about a reduction in trade 
barriers which will result in an increase in the volume of international 
trade. This policy, which was enunciated by this Government both 
at the London Economic Conference * and the Inter-American Con- 
ference at Montevideo,“ presupposes an effort to increase international 
trade, not merely to divert it from one channel to another. The De- 
partment cannot, therefore, consistently with this policy, authorize the 
inclusion in the agreement with Cuba of any provision under which 
Cuba would be bound to maintain rates of duty on imports from third 
countries which are higher than the rates now in effect. The most that 
can be done is to authorize that certain rates in excess of those now 
applicable be bound as to maxima, and that the percentual margins 
of preference be increased. If, as is contemplated, the general rates 
thus derived are embodied in the Cuban tariff law, the immediate 
effect will be an increase in the present general rates and an increase 
in the absolute margin of preference, in consequence of which the 
competitive position of American producers would be materially im- 
proved at least for a time. There would, however, be no obligation 
on the part of Cuba to maintain these increased rates. Cuba would 
be free at any time to reduce them in consequence of negotiations with 
third countries, or autonomously. 

*8 Not printed. 
* Ante, p. 129. 
* See Foreign Relations, 1933, vol. 1, pp. 452 ff. 
** See ibid., vol. iv, pp. 1 ff.
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Such a compromise between the important general policy above set 

forth and the exigencies of the situation now facing certain of our 

producers with respect to competition in the Cuban market, seems to 

the Department to meet the necessities of the situation. On the one 

hand it is likely to result in the strengthening of the competitive posi- 

tion of American producers at a time when unsettled currency condi- 

tions and other abnormal trade conditions are resulting in a loss of 

trade to their foreign competitors. On the other hand, these measures 
are not such as to expose this Government to the charge that it dis- 
regards in practice the principles to which it professes to adhere. 
There is nothing in the proposals herein authorized which would 
estop this Government from objecting to provisions which have been 
included in agreements between certain foreign governments whereby 
rates of duty on imports from the United States and other third 
countries cannot be reduced by negotiations or otherwise as long as 

those agreements remain in force. 
Accordingly, you are authorized to propose the binding as to max- 

ima of certain increased rates on importations from the United States 
and to propose certain increases in the minimum percentual preferences, 

as indicated below. | 
[Here follow suggestions as to rates on cotton and rayon yarn, in- 

candescent bulbs, wire sheathed with pipe and insulating coverings, 
lamp cord, cellophane, iron bars, iron plates, and iron shapes. | 

Decision has been reached on the foregoing cases, after full study of 
the data submitted by the American technical advisers, and of that in 
the possession of this Government. In some instances, full informa- 
tion is lacking. The Department will be pleased to reconsider its 
decisions in any case, upon the submission of more complete data. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

611.3731/688 

The American Technical Adviser (Turkel) to the Ambassador in 

Cuba (Caffery)* 

Hapana, June 18, 1934. 

Subject: Cuban Suggestions With Reference to General Provisions. 

There are herewith transmitted three copies in Spanish, and an 

English translation, of a memorandum prepared by the Cuban au- 

thorities containing certain requests relating to general provisions for 

the proposed agreement. 

* Copy transmitted to the Department by the Ambassador in Cuba in his des- 
patch No. 706, June 22, 1934; received June 23.
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While this memorandum was not discussed, the Cuban authorities 

orally stated that in drawing up the first point, it was not their in- 

tention to suggest the binding of the value of the preference. 

By way of confirmation of a telegram to the Department drafted 
today,*® it is noted that the Cuban authorities have withdrawn their 

original request in respect of articles admitted under Paragraph 54 

and now request only a reduction of 50 per cent in the existing duties 

Jevied on Cuban coconut, peanut and sesame oils. 
Harry R. Torker 

Approved: 
Apert F’, NuFEr 
WALTER J. DONNELLY 

[Enclosure—Translation] 

Memorandum Prepared by the Cuban Authorities 

GENERAL REQUESTS 

1. We request that the rates fixed in the tariff of the United States 
at the time of signing the revision of the treaty, be considered as maxi- 

mum duties with respect to articles and products of the soil or the 
industry, for which we have requested special treatment; deducting 
the differential which is accorded to Cuba. 

2. Since only a revision of the existing treaty is under considera- 
tion, we believe that, in the revision which is being made, Articles 1, 
6 and 8 of the existing treaty should be included. 

8. The articles or products of the soil or industry of Cuba, for which 
no special benefits or differentials have been requested, shall be under- 
stood to enjoy a preferential of not less than 20 per centum. 

4, The products of Cuba, which at present enjoy free entry under 
the existing treaty as well as those for which identic treatment is 
provided in the existing tariff of the United States (free list), shall 
continue to receive free entry, during the life of said treaty. 

[For text of public notice of intention to negotiate a trade agree- 

ment with Cuba issued by the Department of State, July 3, 1934, and 
regulations made public by the Committee for Reciprocity Informa- 

tion, July 3, 1934, see Department of State, Press Releases, July 7, 
1934, pages 7-9. ] 

* Not printed. .
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611.8731/841a 

The Secretary of State to the Ambassador in Cuba (Caffery) 

No. 286 WASHINGTON, July 26, 1934. 

Sir: The negotiation of the trade agreement with Cuba affords, I 
believe, significant opportunity for giving practical effect to the policy 
of this Government towards the nations of this hemisphere. The key- 
stone of this policy must be the development of mutually helpful 
political understanding and of mutually profitable commercial 
relationships. 

In the case of Cuba the recent signature of the new treaty of 
relations,*® eliminating the permissive right of intervention by this 
Government, has removed a chronic source of friction between our 
two countries, and has placed our political relations on a basis of true 
and friendly equality. The trade agreement should, by removing 
barriers to commerce between the two countries, prove a powerful 
stimulus to Cuban economic rehabilitation, and at the same time, by 
increasing Cuba’s purchasing power, open new markets for American 
farm and factory products. 

The Cuban agreement will, moreover, be the first to be signed under 
the tariff bargaining authority conferred upon the President by the 
last session of Congress. This first trade agreement makes it clear 
that in order to expand American export trade greater trade opportuni- 
ties must be afforded foreign products in this market. 

With regard to the concessions requested by the Cuban Government 
(your despatches Nos. 222, 540, 567 [567], 669, 746, 855 [858] and 888, 
of April 7, May 29, June 2, 16 and 27 and July 10 [77] and 17, 1934, 
respectively °°) detailed and painstaking attention has been given to 
each. The full measure of the desired trade advantages has been ac- 
corded wherever these advantages do not involve unwarranted conflicts 
with American interests or impair our bargaining position with respect 
to third countries. In many instances the concessions requested by 
Cuba have been scaled down. In all cases, however, the fullest con- 
sideration has been given the Cuban requests. There would conse- 
quently appear to be no reason for any further study of these requests 
by this Government. 

I. The attached list covers the concessions this Government is 
prepared to make (Enclosure 1). The concessions indicated are 
maximum concessions; prohibitions of the tariff bargaining law or 
reasons of policy make it impossible to increase them. 

” Signed at Washington, May 29, 1934; for text, see p. 183. 
“© None printed. 
* Not printed.
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With regard to the concessions requested, whether granted or not, 
there is enclosed herewith a series of background memoranda (Enclo- 
sure 2). In those cases where no concessions have been granted, these 
memoranda should prove helpful in explaining the reasons for our 
inability to accede to the requests made. 

II. It will be observed that in many cases separate classifications 
have been established. The exact wording of these new classifications 
and of other Notes to be inserted in the schedule of Cuban products 
accorded concessions will be forwarded at an early date. 

Ill. Sugar. It is proposed to reduce the duty on imported Cuban 
sugar (96 degrees) to 90 cents per hundred pounds, and to make pro- 
portionate reductions in the other degrees of sugar entering under 
paragraph 501 of the Tariff Act of 1930.% The magnitude of this 
concession is a further indication of the desire of this Government to 
assist the Cuban people in regaining an adequate and satisfactory 
standard of living. In view of the predominance of sugar in Cuban 
economy, the effects of this concession should be felt throughout the 
Island, in its industrial as well as its agricultural life. 

It is to be expected that the Cuban Government, in return for this 
concession so vital to its national livelihood, will agree to concessions 
which will prove equivalent to those now being proposed by this 
Government. Owing to the drastic decline of Cuban imports of Ameri- 
can products, it is essential that effective concessions be obtained for 
our key export commodities in exchange for our concessions to Cuba. 
I have no doubt that the Cuban Government appreciates this point of 
view and will create the desired trade advantages for our goods. Of 
our exports to Cuba, agricultural commodities have suffered the heavi- 
est declines. If the sugar concession above indicated is to be made 
effective, it is imperative that greater reductions in rates than those 
to which the Cuban authorities have agreed to grant up to the present 
be secured on certain commodities. An air mail instruction will go 
forward immediately on these points,” which instruction does not 
preclude, of course, the securing of the concessions considered desirable 
for American industrial products. 

It will be necessary to include a Note in the schedule of concessions 
to Cuba along the lines of the statement appearing under sugar in 
the list of concessions (See Enclosure 1) ; namely, that upon the ter- 
mination of the Costigan—Jones sugar legislation and in the absence 
of any similar legislation providing for quotas, the duties on all prod- 
ucts classified under paragraphs 501 and 502 shall automatically be 
restored to the rates then prevailing less the preference of twenty 
percent. 

Not printed. 
° 46 Stat. 590.
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On account of certain unforeseen difficulties that have arisen con- 
cerning the extent and nature of the concession on the sugars classified 
under paragraph 502 of the Tariff Act of 1930, it will be necessary to 
forward a supplementary instruction about this matter. 

IV. Tobacco. Owing to the domestic production-control program 
it will be necessary to establish a quota for Cuban cigar leaf tobacco, 
if concessions in rate are to be made. The attached memorandum 
(Enclosure 3)** explains the reason necessitating this action, and 
also describes the basis upon which it is proposed the quota be estab- 
lished. You should strongly impress upon the Cuban authorities the 
difficulties the domestic producers of tobacco are now encountering 
and that only upon the basis of the proposed quota is this Government 
in a position to make any concession on rates for cigar leaf tobacco. 

At an appropriate place in the schedule of Cuban products enter- 
ing the United States a Note will be inserted setting forth the pro- 
cedure to be followed in establishing the cigar tobacco quota, which 
will be along the lines of the statement included under tobacco and 
tobacco products in the list of concessions. (See Enclosure 1.) 

It will be observed that this statement provides that if and when 
| the cigar tobacco adjustment program is, in the opinion of the Secre- 

tary of Agriculture, abandoned or substantially abandoned, the duties 
on all forms of Cuban cigar tobacco shall automatically be restored 
to the rates then prevailing, less the preference of twenty percent. 
If there is strong opposition by the Cuban authorities to this latter 
provision, the Department of Agriculture has indicated its readiness 
to insert in the Note a provision to the effect that this Government 
agrees to reopen for discussion with the Cuban Government the matter 
of rates. This latter proposal should be held in reserve, and pre- | 
sented only if it is impossible to overcome the objection of the Cuban 
delegates. 

V. Avocados. As I have repeatedly stated, this Government is 
opposed to the creation of any new barriers to international trade. 
The tariff bargaining law provides that there shall be no transferring 
of articles between the dutiable and free lists. Consistent with the 
declared policy of this Government, therefore, I desire that the general 
provisions of the tariff agreement include as a first article a restate- 
ment of Article I of the Reciprocity Convention of 1902 regarding 
the free list. 

At the same time the Embassy is aware of the objections by the 
avocado producers to the free entry of avocados from Cuba, and of 
the pressure brought to secure an amendment to Article I of the 
Reciprocity Convention of 1902 which would exclude avocados from 

* Not printed.
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its application. For reasons of policy I believe it important to afford 
some measure of relief to the avocado producers in this country. 
Inasmuch as it is proposed to handle the question of perishable fruits 
and vegetables by means of seasonal tariffs, which will permit the | 
Cuban producers to have unlimited access to this market during the 
period of least American production, and which will at the same time 
protect the domestic producers during the months of their greatest 
production, I believe that some similar arrangement in connection 
with avocados should be agreed upon. You are requested, therefore, 
to ask the concurrence of the Cuban Government to the restriction of 
the exportation of avocados to the United States during the months 
January to May, and October to December, inclusive, of each year. 
Under this arrangement Cuban avocados during the months of June 
to September, inclusive, will have unlimited entry. 

Since we are requesting Cuba voluntarily to confine shipments to 
certain months, and in order not to introduce any limitations into 
the body of the trade agreement regarding Article I, this understand- 
ing should be embodied in an exchange of notes. The enforcement 
of the restriction will, of course, rest entirely with the Cuban Govern- 
ment. At the same time should the understanding not be rigidly 
enforced, this Government would be obliged to give consideration to 
action under authority conferred by existing legislation. 

The proposed text of the exchange of notes will be forwarded at 
the earliest opportunity. 

| V [VI?]. Manganese. Inasmuch as it is proposed that Article I of 
the Convention of 1902 be restated as Article I of the proposed trade 
agreement, manganese imported from Cuba will continue to enjoy free 
entry. However, you should appropriately and explicitly point out 
to the Cuban authorities that Cuba is not the chief source of supply for 
manganese imported into this country, and that the United States may 

at some future time negotiate a trade agreement with some third 
country, reducing the duty on manganese. Under the tariff bargain- 
ing law a reduction in duty of up to fifty percent is permissible. 
There is enclosed herewith a copy of a memorandum regarding man- 
ganese (Enclosure 4) .© 

Very truly yours, CorpvELL Huu 

611.3731/794a 

The Secretary of State to the Ambassador in Cuba (Caffery) 

No. 289 Wasuineron, July 28, 1934. 

Sir: There is enclosed herewith a draft of the general provisions of 
the proposed trade agreement with Cuba. While this draft has not 

** Not printed,
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yet received the formal approval of the interested Government De- 
partments, and although the Department may want to introduce cer- 
tain refinements in language, I believe that the draft is in a sufficiently 
advanced form to serve as a basis for discussion with the Cuban au- 
thorities. In view of the desirability of concluding the negotiations 
at the earliest possible moment, please refer to the Department by 
cable any comments requiring further instructions that the Cuban 
authorities may have regarding the draft. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

[Enclosure] 

Draft of the General Provisions of the Reciprocal Trade Agreement 
With Cuba 

PREAMBLE 

The President of the United States of America and the President 
of the Republic of Cuba, desirous of strengthening the traditional 
bonds of friendship and commerce between their respective countries 
by maintaining as the basis for their commercial relations the grant- 
ing of reciprocal preferential treatment, in continuation of the policy 
adopted in the convention of commercial reciprocity of 1902 between 
the two countries, and taking into consideration that changed condi- 
tions have rendered it necessary to modify the provisions of that 
convention, have arrived at the following agreement : 

ARTICLE I 

During the term of this Agreement, all articles the growth, produce 
or manufacture of the United States of America which would have 
been admitted free of duty if imported into the Republic of Cuba 
on the day of signature of this Agreement, and all articles the growth, 
produce or manufacture of the Republic of Cuba which would have 
been admitted free of duty if imported into the United States of 
America on the day of signature of this Agreement, shall be so ad- 
mitted by the respective country free of duty. 

Articie II 

Articles the growth, produce or manufacture of the United States 
of America enumerated and described in Schedule I annexed hereto 
and made a part of this Agreement, shall, on their importation into 
the Republic of Cuba, be granted exclusive and preferential reduc- 
tions in duties not less than the percentages specified respectively in 
Column 1 of the said schedule, such percentages of reduction being 
applied to the lowest rates of duty, respectively, now or hereafter 

789736—52——-14
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payable on like articles the growth, produce or manufacture of any 
other foreign country. 

No article the growth, produce or manufacture of the United States 
of America enumerated and described in Schedule I annexed hereto, 

with respect to which a rate of duty is specified in Column 2 of the 
said schedule, shall in any case, except as provided in Article VIII 
or XI, be subject to any customs duty in excess of the rate so specified. 

Every article the growth, produce or manufacture of the United 
States of America which is not provided for in Article I, and which is 
not enumerated and described in Schedule I annexed to this Agree- 
ment, shall, on importation into the Republic of Cuba, be granted an 
exclusive and preferential reduction in duty of not less than 20 per 
centum, such percentage of reduction being applied to the lowest rate 
of duty now or hereafter payable on the like article the growth, 
produce or manufacture of any other foreign country. 

Articie IIT 

Articles the growth, produce or manufacture of the Republic of 
Cuba enumerated and described in Schedule IT annexed hereto and 
made a part of this Agreement, shall, on their importation into the 
United States of America, be granted exclusive and preferential reduc- 
tions in duties not less than the percentages specified respectively in 
Column 1 of the said schedule, such percentages of reduction being 
applied to the lowest rates of duty, respectively, now or hereafter 
payable on like articles the growth, produce or manufacture of any 
other foreign country. 

No article the growth, produce or manufacture of the Republic of 
Cuba enumerated and described in Schedule II annexed hereto, with 
respect to which a rate of duty is specified in Column 2 of the said 
schedule, shall in any case, except as provided in Article VIII or XI, 
be subject to any customs duty in excess of the rate so specified. 

Every article the growth, produce or manufacture of the Republic 
of Cuba which is not provided for in Article I, and which is not enu- 
merated and described in Schedule II annexed to this Agreement, 
shall, on importation into the United States of America, be granted 
an exclusive and preferential reduction in duty of not less than 20 per 
centum, such percentage of reduction being applied to the lowest rate 
of duty now or hereafter payable on the like article the growth, 
produce or manufacture of any other foreign country. 

ARTICLE IV 

The United States of America and the Republic of Cuba agree that 
the notes included in Schedules I and IT are hereby given force and 
effect as integral parts of this Agreement.
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ARTICLE V 

The Republic of Cuba undertakes that no change will be made in 
the customs treatment provided for by Decree No. 1660 of November 
5, 1927, promulgated in the Official Gazette of Cuba, No. 109 of Novem- 
ber 7, 1927, affecting any article classified under Items 270 or 271 of 
the Cuban customs tariff, without prior negotiation with the Govern- 
ment of the United States of America. 

The Republic of Cuba further undertakes that no change will be 
made in the customs treatment or internal taxation of any article clas- 
sified on the day of the signature of this Agreement under Items 5 to 8 
inclusive of the Cuban customs tariff without prior negotiation with 
the Government of the United States of America. 

Articts VI 

The Republic of Cuba undertakes that no reduction will be made in 
the customs duty or consumption tax in force on the day of the signa- 
ture of this Agreement on any article classified under Items 101, 102, 
239 or 274 (sub-items to be specified) of the Cuban customs tariff, un- 
less simultaneous and proportionate reductions are made in the import 
duties or consumption taxes on all other articles described in such 
tariff items. 

Articte VII 

Fees, charges or exactions imposed by the United States of America 
or the Republic of Cuba for consular certification of invoices or for 
other consular services pertaining to the complete documentation of 
any shipment of articles the growth, produce or manufacture of the 
territory of the other country shall not exceed in the aggregate two per 
centum of the free on board (F. O. B.) invoice value of the mer- 
chandise concerned, at the port of exportation, except that this limita- 
tion shall apply only where the charges for such services would 
otherwise be in excess of two dollars and a half on merchandise of 
Cuban origin or two pesos and a half on merchandise of origin in the 
United States of America. Such fees, charges or exactions shall not 
in any case be higher than those imposed by the United States of 
America or the Republic of Cuba, respectively, upon shipments of 
like merchandise from any other country. This article, however, shall 
not be construed to embrace such reasonable fees, charges or exactions 
pertaining to documentation required by the sanitary laws or regula- 
tions of the United States of America or the Republic of Cuba as are 
commensurate with the services performed. 

Arricte VIII 

In respect to articles the growth, produce or manufacture of the 
United States of America or the Republic of Cuba, imported into the
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other country, on which ad valorem rates of duty are assessed, it is 
understood and agreed that the methods of determining dutiable value 
and of converting currencies shall be no less favorable to importers 
than the methods prescribed under presently existing laws and regula- 
tions of the respective importing country. 

ArticLe [X 

All articles the growth, produce or manufacture of the United States 
of America or the Republic of Cuba, shall, after importation into the 
territory of the other country, be exempt from national or federal in- 
ternal taxes, fees, charges or exactions, other or higher than those pay- 
able on like articles of national or any other foreign origin: Provided, 
That all articles enumerated and described in Schedule I annexed to 
this Agreement, with respect to which a rate of duty is specified in 

Column 2 of the said schedule, shall be exempt from all taxes, fees, 
charges, or exactions, other than customs duties, in excess of those im- 
posed or required to be imposed by laws of the Republic of Cuba in 
force on the day of the signature of this Agreement; and all articles 
enumerated and described in Schedule II annexed to this Agreement, 
with respect to which a rate of duty is specified in Column 2 of the 
said schedule, shall be exempt from all taxes, fees, charges or exactions, 
other than customs duties, in excess of those imposed or required to be 
imposed by laws of the United States of America in force on the day 
of the signature of this Agreement. The provisions of this Article, 
insofar as they apply to taxes, fees, charges, or exactions imposed 
within the United States of America, shall apply only to such taxes, 
fees, charges, or exactions as are subject to statutory control by the 
federal government of the United States of America. 

ARTICLE X 

On and after the day on which this Agreement comes into force, 
articles the growth, produce or manufacture of the United States of 
America and articles the growth, produce or manufacture of the 
Republic of Cuba previously imported into the other country shall be 
subject to the term of this Agreement, if entry therefor has not been 
made, or if they have been previously entered without payment of duty 
and under bond for warehousing, transportation, or any other pur- 
pose, and without any permit of delivery to the importer or to his 
agent having been issued; Provided, That when duties are based upon 
the weight of merchandise deposited in any public or private ware- 
house, the said duties shall, except as may be otherwise specially pro- 
vided in the tariff laws of the respective countries in force on the day 
of signature of this Agreement, be levied and collected upon the 
weight of such merchandise at the time of its entry.
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ArticLte XT 

In respect to articles subject to specific rates of duty, neither the 
United States of America nor the Republic of Cuba shall impose any 
additional duty, surtax, or other charge, by reason of any reduction 
in the value of its coin or currency with reference to the legal gold 
equivalent thereof as of June 1, 1934: Provided, That in the event that 
any such reduction shall have exceeded ten per centum with reference 
to the legal gold equivalent of such coin or currency as of June 1, 1934, 
the rates of duty levied on a specific basis in the country whose coin 
or currency 1s so reduced in value on imported articles the growth, 
produce or manufacture of the other country may be increased to an 
extent no greater than is necessary to compensate for such reduction 
on the date of the arrival of the imported merchandise at the port of 
entry. 

ArticLte XIT 

The Customs preferences and other benefits provided for in this 
Agreement are granted by the United States of America and the 
Republic of Cuba to each other subject to the condition that the Govern- 
ment of each country will refrain from subjecting payments or the 
transfer of means of payment or the disposition thereof to any regula- 
tion, restriction, charge of exaction, other or higher than was in force 
on April 1, 1934, which results in (one) impairing or circumventing any 
provision of this Agreement, (two) placing an undue burden on trade 
between the nationals or residents of the respective countries, or 
(three) preventing or hindering nationals of either country residing, 
doing business, or traveling in the territory of the other country 
from securing and transferring in or to either country the funds 
reasonably necessary for, or arising from, such residence, business, or 
travel. In the event that the Government of either country considers 
that the other country has failed to comply with the conditions ex- 
pressed in this article, and the latter country shall not have satis- 
factorily corrected the regulation, restriction, charge or exaction out 
of which such failure arises, after formal complaint has been made 
thereof, the Government of the country so complaining may terminate 
the Agreement thirty days after giving notice to the other Govern- 
ment, 

Nothing in this article shall be construed to prevent the adoption 
of measures prohibiting or restricting the exportation of gold or 
silver. 

Artictz XIIT 

The United States of America and the Republic of Cuba retain 
the right to apply such measures as they respectively may see fit with
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respect to the control of the export or sale for export of arms, muni- 

tions, or implements of war, and in exceptional circumstances of other 

material needed in war. 
Articte XIV 

No administrative ruling by the Government of the United States 

of America or the Government of the Republic of Cuba effecting ad- 

vances in duties or charges applicable under an established and uni- 

form practice to imports from the territory of the other country shall 

be effective retroactively or with respect to articles either entered for 

or withdrawn for consumption prior to the expiration of thirty days 

after the date of publication of notice of such ruling in the usual 

official manner. The provisions of this article do not apply to admin- 

istrative orders imposing anti-dumping duties, relating to sanitation 

or public safety, or giving effect to judicial decisions. 

ARTICLE XV 

Laws and regulations and decisions of administrative and judicial 
authorities pertaining to the classification of articles for customs pur- 
poses and to rates of duty shall be published promptly in such a manner 
as to enable traders to become acquainted with them, and shall apply 

uniformly at all ports of entry. 

ArTicLe XVI 

The provisions of this Agreement shall not apply to the Philippine 

Islands, the Virgin Islands, American Samoa, the Island of Guam, nor 

to the Panama Canal Zone. 

Articte XVIT 

The operation of the provisions of the Commercial Convention, con- 

cluded between the United States of America and the Republic of Cuba 

on December 11, 1902, shall be suspended on the day on which the 

present Agreement comes into force. In the event of the expiration 

or the denunciation of the present Agreement, the provisions of the 

aforesaid Convention of 1902 shall automatically resume operation 

and shall continue in full force and effect as provided therein until the 

expiration of one year from the day on which the Government of 

either country shall have given notice to the other Government of an 

intention to terminate it. 

ArticLe XVIII 

The present Agreement shall come into force on the tenth day fol- 

lowing the day of the signature thereof, after proclamation by the 

President of the United States of America and the President of the
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Republic of Cuba, and shall remain in full force for the term of three 

years thereafter, unless terminated pursuant to the provisions of 

Article XII. Unless within six months before the expiration of the 

aforesaid term of three years the Government of either country shall 

have given to the other Government notice of an intention to ter- 

minate the Agreement upon the expiration of the aforesaid term, the 
Agreement shall remain in full force thereafter until six months from 
such time as the Government of either country shall have given notice 
to the other Government. 

In witness whereof the respective Plenipotentiaries have signed this 
Agreement and have affixed their seals hereto. 

Done in duplicate, in the English and Spanish languages, both 
authentic, at the City of Washington, this..... day of August, 
1934. 

For the President of the United States of America 

For the President of the Republic of Cuba. : 

611.3731 /620 

The Secretary of State to the Ambassador in Cuba (Caffery) 

No. 292 WasHineton, July 28, 1934. 

Sir: Reference is made to your despatch No. 399 of May 4, 1934, 
enclosing a memorandum from the American technical advisers con- 
cerning the form of the proposed trade agreement with Cuba.®’ 
This memorandum suggests that the new trade agreement be limited 
primarily to changes in percentages of preference and to the binding 
of maximum United States rates on specified articles, which would be 
made possible if the Cuban Government, immediately prior to the 
signature of the new agreement, should put into effect by Executive 
decree changes agreed upon in tariff numeral, nomenclature and 
United States rates of duty. 

Since the trade agreement is to be the basic instrument governing 
the commercial intercourse between the two countries, I believe that 
the annexed schedules, a draft of the form of which is attached 
hereto,®* should be prepared along the following lines. 

1. All items having a percentage of preference of 20 percent (unless 
bound as to rate or involving change in nomenclature) will not appear 
in the schedules, said items being covered by basket clauses inserted 
appropriately in the general provisions. 

5 Not printed. 
* Ante, p. 136.
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2. All items having a percentage of preference of more than 20 
percent will appear in the schedules, as 20 percent for which bound 
rates are pledged or whose nomenclature has been amended. The 
tariff numeral, nomenclature and preference, will be stated for each 
item. In the case of those items for which bound rates are pledged, 
such rates will appear in the schedules. Unbound rates will not be 
listed. 

3. The preference and rate columns will be parallel, column 1 show- 
ing the percentage of preference, and column 2, the rates which are 
bound as to maxima. 

4. Schedules should be prepared in both English and Spanish. 

It is realized that this procedure will necessitate long schedules, 
but the detail involved seems preferable to misunderstandings and 
confusion in the future. 

At the same time the prior decree law by the Cuban Government is 
not only desirable but necessary to accomplish the following ends: 

1. To put into effect increases in general rates. 
2. To secure the elimination of subsection (1) Section (a) and 

Sections (g) and (2) of Article 7 of the General Provisions of the 
Cuban Customs Tariff of 1927, which refer to table of valuations. 

3. To secure amendments to Rules 1, 6, 7, and 9 of Provision 3 for 
the application of the Cuban Customs Tariff of 1927 in order specifi- 
cally to except the application of these rules to containers of all kinds 
for merchandise subject to ad valorem duties. 

4, To secure an amendment to the Cuban Customs Tariff and 
pertinent laws and regulations providing that import duties shall 
be quoted and payable only in pesos. This is contingent upon the 
inclusion in the general provisions of an article regarding compen- 
satory surtaxes offsetting currency depreciation. 

5. To secure the inclusion of a note to 260-A providing that all seed 
potatoes must be imported cut in pieces. It will be recalled that the 
Cuban authorities have indicated a willingness to do this (your des- 
patch No. 76 of March 14, 1934). 

Very truly yours, / For the Secretary of State: 

SUMNER WELLES 

611.3731/777 

The Secretary of State to the Ambassador in Cuba (Caffery) 

No. 297 WasHINcTON, July 30, 1984. 

Sir: Reference is made to the Department’s telegram No. 116 of July 
23 and your telegram No. 367 of July 24, 1934,°° with regard to the 
Chilean participation in the Cuban import trade of white, and of red 
and pink beans. 
Although obviously the Department desires to secure favorable con- 

cessions on all export items of real interest to this country, it does not 

* Not printed. 
5 Neither printed.
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desire to divert the trade between Cuba and a third country, particu- 
larly when such trade is largely confined to one item. Chilean exports 
to Cuba take the form in large part of beans, and principally of red 
and pink beans. Reconsideration has been given to this matter, with 
the result that you are requested to recede for item 257-B to a prefer- 
ence of twenty-five percent on the present general rate of $5.00. 

The opportunity has also been taken to restudy the concessions 
obtained on the other types of beans. Although the Department ap- 
proved, in instruction No. 104 of April 25, 1984,° an increase in the 
United States rate on item 257—-C, covering white beans, the Depart- 
ment’s policy has developed since that time to the position that the 
present trade agreement should result in no increases in United States 
rates. Therefore, please recede to the existing United States rate of 
$2.00, with a preference not to exceed 40 percent. The United States 

rate should not be bound. 
Very truly yours, For the Secretary of State: 

SUMNER WELLES 

611.8731/1185a 

The Department of State to the Cuban E’'mbassy 

MemoraANDUM 

The economy of Cuba being based primarily on agriculture, the 
concessions which the United States is prepared to make to Cuba are 

largely to agricultural products. 
The outstanding concession and of vital importance at this time to 

the rehabilitation of Cuba’s livelihood is regarding sugar, where it is 
proposed to reduce the rate on Cuban raw sugar (96 degrees) to nine- 
tenths of a cent per pound, with a preference of twenty percent. 

For tobacco, second in importance in Cuban production, it is pro- 
posed to reduce the rates on all tobacco products of interest to Cuba, 
and to subject Cuban tobacco imports to a quota of eighteen percent of 
the total quantity of tobacco used in the United States in the manu- 
facture of cigars. This proposal is very favorable to Cuba, inasmuch 
as domestic production has been curtailed to a far greater extent than 
the decline in imports of Cuban tobacco, and furthermore represents a 
percentage of participation higher than that enjoyed by Cuba during 
elther of the last two years. 

It is proposed to make seasonal concessions for Cuban fresh fruits 
and vegetables. These concessions should prove of assistance to the 
Cuban program for crop diversification. Cuba produces many fruits 
and vegetables that mature earlier in the winter than the similar prod- 

” Not printed.
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ucts produced in the United States, but has not been able to ship them 
to the United States in large quantities because of the tariffs. Under 
the arrangement proposed, the present rates of duty will be lowered 
during the months of Cuban production. On this basis concessions are 
proposed for Cuban grapefruit, lima beans, potatoes, tomatoes, cucum- 
bers, eggplant, okra, peppers and squash. In addition to these seasonal 
rate reductions, year round reductions are proposed for pineapples 

and limes. 
The attached statement ® sets forth the complete list of maximum 

concessions which the United States is prepared to make with the 
exception of those concerning sugar products classified under Para- 
graph 502 of the Tariff Act of 1930. 

Wasurineton, August 1, 1934. 

611.3731/841a Supp. 

The Secretary of State to the Ambassador in Cuba (Caffery) 

No. 302 WasuHrneton, August 1, 1934. 

Sir: With reference to the Department’s instruction No. 286 of July 
26, 1934, and particularly to the section concerning avocados, there is 
enclosed herewith a draft of the exchange of notes by which the Cuban 
Government would agree to restrict the exportation of avocados to 
the United States during the months January to May and October to 
December, inclusive, of each year. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

[Enclosure 1] 

Draft Note From the American Secretary of State to the Cuban 

Secretary of State 

I have the honor to communicate to Your Excellency my under- 
standing of the views developed by the conversations which have re- 
cently taken place between the Governments of the United States of 
America and of the Republic of Cuba at Habana with reference to the 
exportation of avocados from Cuba to the United States. 

The conversations between the two Governments have disclosed a 

mutual understanding which is that the Government of Cuba agrees 
: to prohibit the exportation of avocados to the United States by any 

carrier clearing from the final Cuban port or place of call during the 
months of January to May and October to December, inclusive, of 

* Not printed.
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each year, and that the Republic of Cuba agrees to promulgate forth- 

with and enforce the regulations necessary to make this commitment 

effective. 
I shall be glad to have the confirmation of the accord thus reached. 

Accept, Excellency, et cetera. 

[Enclosure 2] 

Draft Note From the Cuban Secretary of State to the American 
Secretary of State 

I have the honor to acknowledge the receipt of Your Excellency’s 
note of today’s date, communicating to me your understanding of the 
views developed by the conversations which have recently taken place 
between the Governments of the United States of America and the 
Republic of Cuba at Habana with reference to the exportation of 
avocados from Cuba to the United States. 

I am happy to be able to confirm to you my understanding of the said 
conversations as set forth in the following terms: 

The conversations between the two Governments have disclosed a 
mutual understanding which is that the Government of Cuba agrees to 
prohibit the exportation of avocados to the United States by any car- 
rier clearing from the final Cuban port or place of call during the 
months of January to May and October to December, inclusive, of each 
year, and that the Republic of Cuba agrees to promulgate forthwith 
and enforce the regulations necessary to make this commitment 

effective. 
Accept, Excellency, et cetera. 

611.3731/823a : Telegram 

The Secretary of State to the Ambassador in Cuba (Caffery) 

Wasuineton, August 1, 1934—7 p. m. 

121. Since it will require considerable time to prepare trade agree- 
ment for signature, please endeavor to reach understanding first on 
general provisions, next Schedule I, and finally Schedule II, sending 
completed texts in each case in duplicate, in English and Spanish, 
and initialed by Dr. Torriente and yourself. 

In view of its length Schedule I might be divided into sections, each 
section being forwarded as completed and initialed. 

This procedure will greatly expedite final preparation of agreement 
but it is absolutely essential that there be no changes in texts as sent to 
the Department.
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Before initialing the general provisions, please send Spanish text, 
as tentatively agreed upon, for approval by the Department. 

Hui 

611.8731/814 : Telegram 

The Ambassador in Cuba (Caffery) to the Secretary of State 

Hapana, August 2, 1984—3 a. m. 
[Received 3:30 a. m.| 

7 870. “Our concessions” handed to Cuban delegation Tuesday after- 
noon. They are pleased with sugar, pineapple and rum; do not yet 
understand tobacco; disappointed with avocado and that they receive 
no concession on alcohol. However, these are first impressions. 

Our requests in regard to hog products are being vigorously at- 
tacked. CAFFERY 

611.3731/843 

The Ambassador in Cuba (Caffery) to the Secretary of State 

No. 1032 Hazsana, August 4, 1934. 
[Received August 6. ] 

Sir: With reference to previous correspondence concerning nego- 
tiations for a trade agreement with Cuba, and especially to my des- 
patches Nos. 1010, of August 2, and 1018, of August 2,6 I have the 
honor to report that the Cuban delegates stated yesterday afternoon 
that they would not be prepared to offer their observations on the Gen- 
eral Provisions until Friday or Saturday, August 10 or 11. 

Respectfully yours, JEFFERSON CAFFERY 

611.8731/817 : Telegram 

The Secretary of State to the Ambassador in Cuba (Caffery) 

Wasuineton, August 7, 1934—2 p. m. 

123. The following amendments should be incorporated into draft 
transmitted with instruction No. 289, July 28 (see also your despatch 
997 of July 31 ®). 

Second paragraph, Article II, and second paragraph, Article IIT. 
The exception should refer to Articles IX and XI. The purpose of 
the phraseology “in excess of those imposed or required to be imposed” 
in Article IX is to leave the way open, if necessary, for application of 
laws relating to anti-dumping duties, countervailing duties, et cetera. 

* Neither printed. 
* Despatch not printed.
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With reference to the suggestion to include existing and unchanged 
percentages of preference in excess of 20 percent in the basket clause 
of Article II, the Department would like to see each article in this 
category fully enumerated and described in Schedule I. The de- 
sirability of signing the Agreement at the earliest possible date may 
preclude the full description in Schedule I of every article with a 
preference of more than 20 percent. If it is impossible for the 
Embassy to send up the Schedule piecemeal, but in numerical order, 
then you may follow the procedure suggested in the memorandum 
from the American Technical Advisers and substitute the following 
for the third paragraph of Article IT: 

“Every article the growth, produce or manufacture of the United 
States of America which is not provided for in Article I, and which is 
not enumerated and described in Schedule I annexed to this Agree- 
ment, shall, on importation into the Republic of Cuba, be granted an 
exclusive and preferential reduction in duty not less than the per- 
centage of reduction which would have been accorded if imported into 
Cuba on the day of the signature of this Agreement, such percentage 
of reduction being applied to the lowest rate of duty now or hereafter 
payable on the like article the growth, produce or manufacture of any 
other foreign country.” 

Articles V and VI. In view of the preference of the Cuban authori- 
ties to include unilateral commitments in the Schedules, it is agreeable 
to incorporate Articles V and VI in the appropriate place in Schedule 
I. In the case of each paragraph the words “the Republic of Cuba 
undertakes that” should be omitted. 

Article VII. The first sentence should read, “Fees, charges or exac- 
tions imposed by the United States of America or the Republic of 
Cuba for consular certification of invoices and for other consular serv- 
ices pertaining to the documentation of any shipment of articles the 
growth,” et cetera. 

Article IX. After the word “origin” in the seventh line change the 
colon to a period. In the same line delete the words “Provided, that” 
and begin a new paragraph reading “All articles enumerated and de- 
scribed”, et cetera. | 

In the eleventh and twelfth, and eighteenth and nineteenth lines 
delete the phrase “, other than customs duties,”. 

The last sentence should start a new paragraph. 
Sixth line, Article X. The word “terms” should be changed to 

“provisions”. 
Article XI. After the word “entry” at the end of the fifteenth 

line, change the period to semicolon, and insert the following: 

“except, that any such increase in rates of duty imposed by either 
country on imported articles the growth, produce or manufacture of
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the other country, shall not be greater proportionately than the increase 
in rates of duty on like articles the growth, produce or manufacture of 
any other foreign country.” 

Article XV. Place a period after the word “them” in fifth line, and 
for what follows substitute this sentence: 

“Such laws, regulations, and decisions of the United States of 
America or the Republic of Cuba shall be applied uniformly at all ports 
of entry of the country, except as otherwise specifically provided in 
statutes of the United States of America relating to articles imported 
into Puerto Rico.” 

Article XVIII. The second sentence of this article should read 
“Unless at least six months before the expiration of the aforesaid term 
of three years”, et cetera. | 

With reference to the final question raised by despatch 997, it is 
believed that the system at present used in the Cuban customs tariff 
may be followed in preparing Schedule I; that is, that at the end of 
the nomenclature the unit of measure will be mentioned and that in 
the case of tare allowance, simply the word “tare” will appear in the 
schedule, without further reference to the kind of tare. 

Hou 

611.3731/817 supp. : Telegram 

The Secretary of State to the Ambassador in Cuba (Caffery) 

Wasuineton, August 7, 1934—8 p. m. 

124, Refer to Department’s telegram No. 123, August 7, 2 p. m. 
I believe it highly desirable and in conformity with the policy of this 
Government to secure the agreement of the Cuban authorities to the 
following article, which should become Article V. This is the last of 
the Department’s amendments to the general provisions. 

“No quantitative restriction shall be imposed by the Republic of 
Cuba on any article the growth, produce or manufacture of the United 
States of America enumerated and described in Schedule I annexed to 
this agreement, or by the United States of America on any article the 
growth, produce or manufacture of the Republic of Cuba enumerated 
and described in Schedule II other than dutiable sugar or tobacco or 
dutiable products thereof: Provided, that the foregoing provision 
shall not apply to prohibitions or restrictions relating to public secu- 
rity ; imposed on moral or humanitarian grounds; designed to protect 
human, animal or plant life; relating to prison-made goods or goods 
the product of forced labor; relating to the enforcement of police or 
revenue laws; or designed to extend to imported products a regime 
analogous to that affecting like or competing domestic products, such 
as restrictions imposed on imported products the production of which 
is restricted within the importing country.” 

Hoi
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611.3731/868 | : 

The American Technical Adviser (Turkel) to the Ambassador in 
Cuba (Caffery)* 

Hazsana, August 7, 1934. 

Subject: Acceptance by Cuban Authorities of Certain Articles of the 
General Provisions, 

We have the honor to report the oral statement of Mr. Angel Solano, 

State Department member of the Cuban Delegation, that the Cuban 
Cabinet has approved without change the preamble, Articles I, I, 
ITI, IV, VIII, X, XIII, XIV, XV, XVI, XVII, and XVIII of the 
draft of general provisions as proposed by the Department. There is 
herewith enclosed a single copy each of these Articles,® the Spanish 
versions of which have been examined carefully by Mr. Albert F. Nufer 
and Mr. Walter J. Donnelly and have been found correct, Owing 
to very inadequate stenographic facilities it is impossible to forward 
these copies in duplicate as required by the Department’s telegram 
No. 121 of August 1, 7 p. m. 

The unofficial opinion was expressed that Articles V and VI with 
reference to the treatment to be accorded to canned vegetables, fish, 
petroleum products, and lard and allied fats and oils might more 
properly be incorporated as notes in Schedule I. 

The following articles are still receiving the earnest consideration 
of the Cuban Cabinet: 

Article VII—Reduction of consular invoice fee. 
Article [X—Limitation upon internal taxation. 
Article XI—Compensatory duties for exchange depreciation, 
Article XII—Freedom of exchange. 

It is understood that the Cuban observations in respect of the re- 
maining Articles will be presented toward the end of this week. 
Further developments will be reported immediately. 

Harry R. TourKen 
Approved : 

ALBERT F’, NUFER 
Wa ter J. DONNELLY 

611.3731/875 : Telegram 

The Ambassador in Cuba (Caffery) to the Department of State 

Hapana, August 10, 1934—11 a. m. 
[Received 5:45 p. m.] 

379, Department’s instruction No. 332, August 7 [8], 1934.6 The 
Cuban delegation under instructions have informed American techni- 

“Copy transmitted to the Department by the Ambassador in Cuba in his 
despatch No. 1044, August 8, 1984; received August 10. 
“Not printed.
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cal advisers that the agreement in its present form will be unaccept- 

able if we insist on retention of the note to the sugar concession and 

note to the tobacco concession relating to restoration of prevailing 

rates if adjustment program abandoned. They believe that since we 

are binding the maximum rates with much higher preferences in the 

greater part of their tariff they are entitled to guarantee of mainte- 

nance of the sugar and tobacco rates throughout the life of the 

agreement. As they have been told this is not possible they offer 

alternatively the following proviso at the end of the first sentence of 

article 18 of the general provisions “or unless the rates of duty on 

sugar and tobacco pledged in schedule II shall be increased as a 

result of the termination or modification of the respective acts for the 

restriction of the production of these commodities in the United 

States in which case this agreement shall automatically expire.” 
CAFFERY 

611.3781/876 : Telegram 

The Ambassador in Cuba (Caffery) to the Secretary of State 

Hapana, August 10, 1984—noon. 
[Received 5:45 p. m.] 

380. Department’s telegram No. 124, August 7,7 [8] p.m. Cuban 

Government accepts all articles of general provisions as amended by 

above telegram except following: old article 5 (secretaries still study- 

ing petroleum note) ; new article 5 (they desire to except edible fats 

and oils and cigarettes from the prohibition against quotas but it 1s 

my impression that they may yield on fats and oils); old article 7 

(they desire to begin “on or after July 1, 1935,” however I feel 1m- 

mediate reduction of fee advisable and obtainable). 

In schedule 2 Cubans asked for 75 cent rate on sugar (merely as 

a gesture I assume). They urge a 1.2 rate on tomatoes and 2 dollars 

on rum. Department’s instruction No. 322 [332], August 8, 1934,% 

does not indicate molasses duty and preference. 
CAFFERY 

611.3731/876 : Telegram 

The Secretary of State to the Ambassador in Cuba (Caffery) 

Wasuineton, August 11, 1934—6 p. m. 

135. Your telegram 380, August 10, noon. Under no condition will 

the exception of edible fats and oils from the prohibition against 

quotas be acceptable to this Government. 

* Not printed.
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As regards the exception of cigarettes from the same prohibition, 
the Department hopes that you will be able to persuade the Cuban 
authorities that such exception is unnecessary. There would appear 
to be no real ground for a belief that the Cuban market for cigarettes 
will be over-run with the American product if the Cuban delegates 
agree to the $3.00 United States rate suggested. Our proposal will 
operate to divert an illicit trade to legal channels, since it is a well- 
known fact that American cigarettes may now be secured in Cuba at 
a price of around 25 cents a package. As stated in previous instruc- 
tions, the Department is prepared to accept a somewhat higher rate 
if necessary to reach a final agreement. 

If the Cuban authorities insist upon some quantitative restriction, 
you should reach an understanding to the effect that any quota that may 
be imposed will be on a reasonable basis inasmuch as it is realized 
that no figures for actual consumption of American cigarettes are 
obtainable. 

With regard to the Cuban counter-proposals mentioned in para- 
graph 2 of your telegram, the concessions which we proposed were 
not for bargaining purposes, since they represent the maximum to 
which this Government can agree. 

Hou 

611.87381/985 : Telegram 

The Secretary of State to the Ambassador in Cuba (Caffery) 

Wasuineton, August 11, 1934—8 p. m. 

137. Your 379, August 10,11 a.m. You may agree in principle to 
Cuban proposal but subject to following modifications: 

1. Insert phrase “or of the third paragraph of this article” at the 
end of the first sentence of Article X VIII. 

2. Make new paragraph of what is now the second sentence and 
insert after the word “term” where it last appears in the present 
article the phrase “, or it shall have been terminated pursuant to the 
provisions of Article XII or of the third paragraph of this article,”. 

8. Add following new third paragraph: “If, however, the rates of 
duty on sugar or tobacco specified in column 2 of Schedule IT annexed 
to this agreement shall be increased in accordance with the provisions 
set forth in the notes to paragraphs 501 or 605 of the said schedule, 
this agreement may be terminated by the Government of either 
country by giving notice to the other Government of an intention 
to terminate it at the expiration of 30 days from the date of such 

notice”. 
Hom 

789736—52——15
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611.3731/906 : Telegram 

The Ambassador in Cuba (Caffery) to the Secretary of State 

Hasana, August 15, 1934—9 a. m. 
[Received 10:30 a. m. | 

393. Desire Department’s views on immediate reduction consular 
invoice fee set forth in my telegram No. 380, August 10, noon. 

CAFFERY 

611.3731/906 : Telegram 

The Secretary of State to the Ambassador in Cuba (Caffery) 

WasHineTon, August 15, 1934. 

Your 898, August 15,9 a.m. Department concurs in your opinion 
that immediate reduction of consular fee advisable and believes it 
should be insisted upon. 

Hoi 

611.3731/908 : Telegram 

The Ambassador in Cuba (Caffery) to the Secretary of State 

Hasana, August 15, 1934—noon. 
[Received 1:10 p. m.] 

394. My telegram 380, August 10, noon. Cuban officials state they 
desire reduction of consular fees “on and after July 1, 1935” since 
estimated receipts (difference of over one million pesos) included 
in this year’s budget. 

CAFFERY 

611.3731/910 : Telegram 

The Ambassador in Cuba (Caffery) to the Secretary of State 

Hapana, August 15, 1984—3 p. m. 
[Received 6:50 p. m.] 

396. Cuban authorities now accept all articles of general provisions 
as amended by the Department except that in new article V they pro- 
pose elimination of phrase “other than dutiable sugar or tobacco or 
dutiable products thereof.” However, if we insist on retention they 
propose transferring this phrase introduced by “such as dutiable” to 
the very end of the article. 

This change is desired to make the article appear bilateral in form. 
They have dropped proposal to except edible fats and cigarettes from 
the prohibition against quotas.
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As the question has arisen I inquire whether “restrictions imposed on 
imported products the product of which is restricted” means now re- 
stricted or means present or future restrictions. 

They now accept petroleum note and will be interested in technical 
assistance for changes. 

CAFFERY 

611.3731/908 : Telegram | 

The Secretary of State to the Ambassador in Cuba (Caffery) 

WasHineTon, August 15, 1934—7 p. m. 

143. Your 393 and 394, August 15. You are authorized to insert at 
beginning of new Article VI the phrase “on and after July 1, 1935.” 

Hon 

611.8731/910: Telegram 

The Acting Secretary of State to the Ambassador in Cuba (Caffery) 

WasHineTon, August 16, 1934—9 p. m. 
149. Your 396, August 15. Since the last exception in the proviso 

of new Article V is clearly intended to apply to control programs such 
as the sugar and tobacco, you may agree to the deletion of the phrase 
“other than dutiable sugar or tobacco or dutiable products thereof”. 
In order that there may be a clear understanding, however, please 
present an aide-mémoire explicitly stating that the exception covers 
the import restrictions imposed or to be imposed by this Government 
on sugar and tobacco. 

The word “is” before the word “restricted” should be changed to 
“may be.” 

PHILLIPS 

611.3781/974 

The American Technical Adviser (Nufer) to the Ambassador in 
Cuba (Caffery) ® 

Hapana, August 18, 1934. - 

Subject: Scope and Effective Date of Prior Decree Law. 

We have discussed at great length with the Cuban authorities the 
subject of the prior decree law. The preparation and scope of this 
decree law present certain difficulties arising mainly out of the fact 
that Cuban decrees and laws effecting tariff changes always show the 
new maximum and general rates together with the United States 
preferences and rates. The Cuban authorities are agreed that the 

“Copy transmitted to the Department by the Ambassador in Cuba in his 
despatch No. 1163, August 18, 1934; received August 20. |
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promulgation of tariff changes in any other form would be unac- 
ceptable. 

As a result of our discussions the following proposal regarding the 
decree law is submitted to the Department for approval: 

The decree law would contain all changes that have been agreed 
upon as a result of our negotiations, excepting only those notes which 
refer solely to agreements between Cuba and the United States. The 
changes that would appear in the decree law would include: 

1. Changes in the numbers and letters of tariff items. 
2. Changes in classification and nomenclature. 
8. Changes in general rates. 
4. Changes in United States preferences. 
5. Changes in rates to the United States. 
6. All notes except those which refer solely to agreements between 

the two contracting countries. (These latter notes, as well 
as those we wish to bind, will appear in Schedule I.) 

The decree law in its final form would be submitted to the Depart- 
ment for approval prior to the signature of the agreement. It should 
be promulgated after the agreement is signed and should become 
effective shortly before the effective date of the agreement. 

In accordance with the Department’s instruction No. 292 of July 28, 
Schedule I of the agreement would contain : 

(1) The classification, United States preference and United States 
rate on all items-where the rate is bound—(Columns I and IT). 

(2) The classification and United States preference only in all items 
where there has been a change in preference but the rate left un- 
bound—(Column I). 

(3) All notes referring to agreements applying only to Cuba and 
to the United States and those notes the inclusion of which has been 
requested by the Department for the purpose of binding. 

If the above decree law method is not followed, it would be neces- 
sary, under the established Cuban legislative procedure, to issue two 
decree laws. The first would have to be issued prior to the signature 
of the agreement and would contain the information previously listed, 
except that the indicated preference to the United States would be 
that now in effect and the resulting United States rates would have 
to be shown. This would involve serious problems and would compli- 
cate and delay the work. In the case of items involving consolida- 
tions of several items there are several cases where as many as three 
preferences are involved. Not only are the difficulties of drafting 
serious, but many of the United States rates as published would 
appear ridiculous, and as this would be the first public information 
on the agreement, public opinion would in all probability be aroused 
against the agreement as a result of the inevitable misinterpretations 
which would result and which would not be dispelled until the agree- 
ment is promulgated.
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Following the promulgation of the agreement a second Decree-Law 
would have to be published incorporating the United States prefer- 
entials indicated in Schedule I and the resulting United States rates. 
The first decree would involve innumerable useless calculations and 
the issuing of two decree laws increases the chances of error. As 
under the proposed plan of only one decree-law, all changes appearing 
in Schedule I, with the exception of notes referring to agreements 
between the two contracting countries would be shown, we feel very 
strongly that the problem will be simplified and that the plan should 
by all means be approved by the Department. 

However, the Department’s attention is invited to the possibility of 
this proposal conflicting with the terms of the General Provisions. 
We have in mind particularly the second sentence of Article VIII 
where reference is made to “. . . in force on the day of signature of 
this Agreement.” If the Department concurs, such conflict may be 
removed by changing this wording to “. . . in force on the day this 
Agreement becomes effective.” 

As work on the preparation of the decree law will be hindered until 
the Department’s instructions are received, it is urgently recommended 
that they be transmitted by cable at the earliest possible opportunity. 

A Apert EF, NuFER 
pproved : 

Wattrr J. DONNELLY 
Harry R. TurKeEn | 

611.3731/961: Telegram 

The Ambassador in Cuba (Caffery) to the Secretary of State 

Haxana, August 20, 1934—4 p. m. 
| [Received 5:27 p. m.] 

424, For Welles: Turkel left today by plane with schedules I and II. 
Solano apparently will be needed here until last minute. He says that 
he will arrive Friday morning at 1 and will be prepared to go to work 
at once. 

Torriente will be accompanied also by Gabriel de la Campa, for- 
merly Consul General at Montreal, and Rodriguez Capote of the 
Foreign Office. 

| CAFFERY 

611.8781/970 : Telegram — 

Phe Ambassador in Cuba (Caffery) to the Secretary of State 

Hanana, August 21, 1934—2 p. m. 
) [Received 2:45 p. m.] 

426. Please rush reply to Embassy’s despatch 1163, August 18,° 
regarding scope and effective date of prior decree law which is now 

®° Despatch not printed ; but see memorandum of August 18, 1934, by the Amer- 
ican Technical Adviser, Nufer, p. 165.
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being prepared. Cubans have now decided to omit preferences and 
United States rates from decree law as these are not necessary since 
they are all provided for in the agreement. ‘This will simplify the 
work and should enable them to have the decree law printed and ready 
for promulgation simultaneously with the signing of the agreement. 

It is our understanding that the decree law should be promulgated 
simultaneously with the signature of the agreement but that it should 
become effective immediately prior to effective date of agreement. The 
Cubans agree with us that the decree law should become effective at 
midnight September 1 instead of Sunday, September 2. Will the trade 
agreement be made public immediately after the signing on Friday? 

CAFFERY 

611.3731/974 : Telegram 

The Acting Secretary of State to the Ambassador in Cuba (Caffery) 

Wasuineton, August 21, 1934—8 p. m. 

169. Enclosure your despatch 1168, August 18. The arrangement 
for a single decree law embodying the changes mentioned in the en- 
closure as modified by your telegram 426, August 21, 2:00 p. m., is 
satisfactory, as to form, time of promulgation and effective date. The 
text of the proposed decree law should be delivered to the Embassy 
in sufficient time for careful checking. Please inform the Department 
before Friday whether the proposed decree law is entirely satisfactory. 

The necessary minor changes in the General Provisions necessitated 
by this procedure have been discussed with and approved by Dr. 
Marquez Sterling.” 

Department will endeavour to inform you tomorrow as to date and 
character of publicity. 

PHILLIPS 

611.3731/990 : Telegram 

The Chargé in Cuba (Matthews) to the Secretary of State 

Hapana, August 23, 1984—8 p. m. 
[Received 8: 13 p. m.] 

443. Department’s telegram No. 175, August 28, 11 a. m. [noon].” 
Cuban authorities do not concur in changes listed in paragraphs 1, 2, 
3, 4, 6, 8, 9, and 10, and state that these changes will not therefore 
appear in the decree law. 

The President now proposes to sign the decree law tomorrow morn- 
ing at 10:30. However, it will be physically impossible to publish 

” Cuban Ambassador at Washington. 
" Not printed; it conveyed proposed changes in the Spanish nomenclature of 

schedule I (611.8731/986c).
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the decree law in the Offictal Gazette before Saturday at the earliest. 
No decree law is binding until published in the Official Gazette. 

MatTrHEews 

Executive Agreement Neries No. 67 

Reciprocal Trade Agreement Between the United States of America 

and Cuba, Signed August 24, 19347 

The President of the United States of America and the President 
of the Republic of Cuba, desirous of strengthening the traditional 
bonds of friendship and commerce between their respective countries 
by maintaining as the basis for their commercial relations the grant- 
ing of reciprocal preferential treatment, in continuation of the policy 
adopted in the Convention of Commercial Reciprocity of 1902 be- 
tween the two countries, and taking into consideration that changed 
conditions have rendered it necessary to modify the provisions of that 
Convention, have arrived at the following Agreement: 

ArticiE I 

During the term of this Agreement, all articles the growth, produce 
or manufacture of the United States of America which would have 
been admitted free of duty if imported into the Republic of Cuba 
on the day of signature of this Agreement, and all articles the growth, 
produce or manufacture of the Republic of Cuba which would have 
been admitted free of duty if imported into the United States of 
America on the day of signature of this Agreement, shall be so 
admitted by the respective country free of duty. 

Arnricte II 

Articles the growth, produce or manufacture of the United States of 
America enumerated and described in Schedule I annexed hereto and 
made a part of this Agreement, shall, on their importation into the 
Republic of Cuba, be granted exclusive and preferential reductions in 
duties not less than the percentages specified respectively in Column 1 
of the said Schedule, such percentages of reduction being applied to 
the lowest rates of duty, respectively, now or hereafter payable on like 
articles the growth, produce or manufacture of any other foreign 

country. 

No article the growth, produce or manufacture of the United States 
of America enumerated and described in Schedule I annexed hereto, 
with respect to which a rate of duty is specified in Column 2 of the 

“In English and Spanish; Spanish text not printed. Proclaimed by the Presi- 
dent of the United States August 24, 1984; proclaimed by the President of Cuba 
August 30, 1934; effective September 3, 1934. 

For texts of the schedules attached to the agreement, see 49 Stat. 3559.
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said Schedule, shall in any case, except as provided in Article VIII or 
X, be subject to any customs duty in excess of the rate so specified. — 

Every article the growth, produce or manufacture of the United 
States of America which is not provided for in Article I, and which is 
not enumerated and described in Schedule I annexed to this Agree- 
ment, shall, on importation into the Republic of Cuba, be granted an 

exclusive and preferential reduction in duty of not less than the per- 
centage of reduction which would have been accorded if imported into 
Cuba on the day of the signature of this Agreement, such percentage 
of reduction being applied to the lowest rate of duty now or here- 
after payable on the like article the growth, produce or manufacture of 
any other foreign country. 

ArticLe IIT 

Articles the growth, produce or manufacture of the Republic of 

Cuba enumerated and described in Schedule II annexed hereto and 
made a part of this Agreement, shall, on their importation into the 
United States of America, be granted exclusive and preferential re- 
ductions in duties not less than the percentages specified respectively 
in Column 1 of the said Schedule, such percentages of reduction being 
applied to the lowest rates of duty, respectively, now or hereafter pay- 
able on like articles the growth, produce or manufacture of any other 
foreign country. 

No article the growth, produce or manufacture of the Republic of 
Cuba enumerated and described in Schedule II annexed hereto with 
respect to which a rate of duty is specified in Column 2 of the said 
Schedule shall in any case except as provided in Article VIII or X be 
subject to any customs duty in excess of the rate so specified. 

Every article the growth, produce or manufacture of the Republic 
of Cuba which is not provided for in Article I, and which is not 
enumerated and described in Schedule II annexed to this Agreement, 
shall, on importation into the United States of America, be granted 
an exclusive and preferential reduction in duty of not less than 20 
per centum, such percentage of reduction being applied to the lowest 
rate of duty now or hereafter payable on the like article the growth, 
produce or manufacture of any other foreign country. 

Articie IV 

The United States of America and the Republic of Cuba agree that 
the notes included in the Schedules I and II are hereby given force 
and effect as integral parts of this Agreement. 

ARTICLE V 

No quantitative restriction shall be imposed by the Republic of 
Cuba on any article the growth, produce or manufacture of the United
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States of America enumerated and described in Schedule I annexed to 
this Agreement, nor by the United States of America on any article 
the growth, produce or manufacture of the Republic of Cuba enumer- 
ated and described in Schedule IT: Provided, That the foregoing pro- 
vision shall not apply to prohibitions or restrictions relating to public 
security; imposed on moral or humanitarian grounds; designed to 
protect human, animal or plant life; relating to prison-made goods 
or goods the product of forced labor; relating to the enforcement of 
police or revenue laws; or designed to extend to imported products a 
regime analogous to that affecting like or competing domestic prod- 
ucts, such as restrictions imposed on imported products the pro- 
duction of which may be restricted within the importing country. 

With respect to the allotment of quotas by the United States of 
America or the Republic of Cuba for any article on which quantitative 
restrictions are not prohibited by this Agreement, there shall be no 
discrimination against any person or company importing or exporting 
such articles between the two countries. 

ARTICLE VI 

On and after July 1, 1935, fees charges or exactions unposed by the 
United States of America or the Republic of Cuba for consular certifi- 
cation of invoices and for other consular services pertaining to the 
documentation of any shipment of articles the growth, produce or 
manufacture of the territory of the other country shall not exceed in the 
ageregate 2 per centum of the free on board (F. O. B.) invoice value 
of the merchandise concerned, at the port of exportation, except that 
this limitation shall apply only when the charges for such services 
would otherwise be in excess of two dollars and a half on merchandise 
of Cuban origin or two pesos and a half on merchandise of origin in 
the United States of America. Such fees, charges or exactions shall 
not in any case be higher than those imposed by the United States of 
America or the Republic of Cuba, respectively, upon shipments of like 
merchandise from any other country. This article, however, shall not 
be construed to embrace such reasonable fees, charges or exactions 
pertaining to documentation required by the sanitary laws or regula- 
tions of the United States of America or the Republic of Cuba as are 
commensurate with the services performed. 

Articte VIT 

In respect to articles the growth, produce or manufacture of the 
United States of America or the Republic of Cuba, imported into the 
other country, on which ad valorem rates of duty may be assessed, it 
is understood and agreed that the methods of determining dutiable 
value and of converting currencies shall be no less favorable to im-
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porters than the methods prescribed under presently existing laws and 
regulations of the respective importing country. 

Artictzr VIII 

All articles the growth, produce or manufacture of the United 
States of America or the Republic of Cuba, shall, after importation 
into the territory of the other country, be exempt from national or 
federal internal taxes, fees, charges or exactions, other or higher 
than those payable on like articles of national or any other foreign 

origin. 
All articles enumerated and described in Schedule I annexed to this 

Agreement, with respect to which a rate of duty is specified in Column 2 
of the said Schedule, shall be exempt from all taxes, fees, charges, or 
exactions, in excess of those imposed or required to be imposed by laws 
of the Republic of Cuba in effect on the day on which this Agreement 
comes into force; and all articles enumerated and described in Sched- 
ule IT annexed to this Agreement, with respect to which a rate of duty 
is specified in Column 2 of the said Schedule, shall be exempt from all 
taxes, fees, charges or exactions, in excess of those imposed or re- 
quired to be imposed by laws of the United States of America in effect 
on the day on which this Agreement comes into force. 

The provisions of this Article, insofar as they apply to taxes, fees, 
charges, or exactions imposed within the United States of America, 
shall apply only to such taxes, fees, charges, or exactions as are sub- 
ject to statutory control by the Federal Government of the United 
States of America. 

Articte IX 

On and after the day on which this Agreement comes into force, 
articles the growth, produce or manufacture of the United States of 
America and articles the growth, produce or manufacture of the 
Republic of Cuba previously imported into the other country shall 

be subject to the provisions of this Agreement, if entry therefor has 
not been made, or if they have been previously entered without pay- 
ment of duty and under bond for warehousing, transportation, or any 
other purpose, and without any permit of delivery to the importer or 
to his agent having been issued: Provided, That when duties are based 
upon the weight of merchandise deposited in any public or private 
warehouse, the said duties shall, except as may be otherwise specially 
provided in the tariff laws of the respective countries in force on the 
day of signature of this Agreement, be levied and collected upon the 
weight of such merchandise at the time of its entry. 

ARTICLE X 

In respect to articles subject to specific rates of duty, neither the 
United States of America nor the Republic of Cuba shall impose any
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additional duty, surtax, or other charge, by reason of any reduction in 
the value of its coin or currency with reference to the legal gold equiva- 
Ient thereof as of June 1, 1934: Provided, That in the event that any 
such reduction shall have exceeded 10 per centum with reference to the 
legal gold equivalent of such coin or currency as of June 1, 1934, the 
rates of duty levied on a specific basis in the country whose coin or 
currency is so reduced in value on imported articles the growth, produce 
or manufacture of the other country may be increased to an extent no 
greater than is necessary to compensate for such reduction on the date 
of the arrival of the imported merchandise at the port of entry; except 
that any such increase in rates of duty imposed by either country on 
imported articles the growth, produce or manufacture of the other 
country, shall not be greater proportionately than the increase in 
rates of duty on like articles the growth, produce or manufacture of 
any other foreign country. 

ARTICLE XI 

The customs preferences and other benefits provided for in this 
Agreement are granted by the United States of America and the 
Republic of Cuba to each other subject to the condition that the Gov- 
ernment of each country will refrain from subjecting payments or the 

transfer of means of payment or the disposition thereof to any regula- 

tion, striction, charge or exaction, other or higher than was in force 

on April 1, 1934, which results in (one) impairing or circumventing 

any provision of this Agreement, (two) placing an undue burden on 

trade between the nationals or residents of the respective countries, or 
(three) preventing or hindering nationals of either country residing, 

doing business, or traveling in the territory of the other country from 

securing and transferring in or to either country the funds reason- 

ably necessary for, or arising from, such residence, business, or travel. 

In the event that the Government of either country considers that the 

other country has failed to comply with the conditions expressed in 

this Article, and the latter country shall not have satisfactorily cor- 

rected the regulation, restriction, charge or exaction out of which such 

failure arose, after formal complaint has been made thereof, the Gov- 

ernment of the country so complaining may terminate the Agreement 

thirty days after giving notice to the other Government. 

Nothing in this Article shall be construed to prevent the adoption 
of measures prohibiting or restricting the exportation of gold or silver. 

ARTICLE XII 

The United States of America and the Republic of Cuba retain the 
right to apply such measures as they respectively may see fit with
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respect to the control of the export or sale for export of arms, muni- 
tions, or implements of war, and in exceptional circumstances of other 
material needed in war. 

Articte XIII 

No administrative ruling by the United States of America or the 
Republic of Cuba effecting advances in duties or charges applicable 
under an established and uniform practice to imports from the terri- 
tory of the other country shall be effective retroactively or with respect 
to articles either entered for or withdrawn for consumption prior to the 
expiration of thirty days after the date of publication of notice of 
such ruling in the usual official manner. The provisions of this 
Article do not apply to administrative orders imposing anti-dumping 
duties, nor relating to sanitation or public safety, nor giving effect to 
judicial decisions. ) 

ArticLte XIV 

Laws, regulations of administrative authorities, and decisions of 
administrative or judicial authorities, pertaining to the classification 
of articles for customs purposes and to rates of duty shall be published 
promptly in such a manner as to enable traders to become acquainted 
with them. Such laws, regulations, and decisions of the United States 
of America or the Republic of Cuba shall be applied uniformly at all 
ports of entry of the country, except as otherwise specifically provided 
in statutes of the United States of America relating to articles imported 
into Puerto Rico. 

ARTICLE XV 

The provisions of this Agreement shall not apply to the Philippine 
Islands, the Virgin Islands, American Samoa, the Island of Guam, 
nor to the Panama Canal Zone. 

ArticLte XVI 

The operation of the provisions of the Commercial Convention, 
concluded between the United States of America and the Republic of 
Cuba on December 11, 1902, shall be suspended on the day on which 
the present Agreement comes into force. In the event of the expira- 
tion or the denunciation of the present Agreement, the provisions of 
the aforesaid Convention of 1902 shall automatically resume opera- 
tion and shall continue in full force and effect as provided therein until 
the expiration of one year from the day on which the Government of 
either country shall have given notice to the other Government of an 
intention to terminate it.
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ArticLt XVII 

The present Agreement shall come into force on the tenth day fol- 
lowing the day of the signature thereof, after proclamation by the 
President of the United States of America and the President of the 
Republic of Cuba, and shall remain in full force for the term of three 
years thereafter, unless terminated pursuant to the provisions of 
Article XI or of the third paragraph of this Article. 

Unless at least six months before the expiration of the aforesaid term 
of three years the Government of either country shall have given to 
the other Government notice of an intention to terminate the Agree- 
ment upon the expiration of the aforesaid term or it shall have been 
terminated pursuant to the provisions of Article XI or of the third 
paragraph of this Article, the Agreement shall remain in full force 
thereafter until six months from such time as the Government of either 
country shall have given notice to the other Government. 

If, however, the rates of duty on sugar or tobacco specified in 

Column 2 of Schedule II annexed to this Agreement shall be increased 
in accordance with the provisions set forth in the notes to paragraphs 
501 or 605 of the said Schedule, this Agreement may be terminated 
by the Government of either country by giving notice to the other 

Government of an intention to terminate it at the expiration of thirty 
days from the date of such notice. 

IN WITNESS WHEREOF, the respective Plenipotentiaries have signed 
this Agreement and have affixed their seals hereto. 

Done in duplicate, in the English and Spanish languages, both 
authentic, at the city of Washington, this 24th day of August, 1934. 

For the President of the United States of America: 
[seat] Corpetin Hutu 

Secretary of State. | 
[sraL] JEFFERSON CAFFERY 

Ambassador Extraordinary and Plenipotentiary to 
the Republic of Cuba. 

[srEaAL] SumMNER WELLES . 
Assistant Secretary of State. 

For the President of the Republic of Cuba: 
[sEAL] COosME DE LA TORRIENTE 

Secretary of State. 
[seaL] M. MArquez STertine 

Ambassador Extraordinary and Plenipotentiary 
to the United States of America,
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Executive Agreement Series No. 67 
611.8731/1015¢ 

The American Secretary of State to the Cuban Secretary of State 
(Torriente) 

Wasuineton, August 24, 1934. 

Excetitency: I have the honor to confirm my understanding of the 
views developed by the conversations which have recently taken place 
at Habana between the Government of the United States of America 
and the Government of the Republic of Cuba with reference to the 
exportation of avocados and pineapple slips from Cuba to the United 
States of America, its territories and possessions, as follows: 

The conversations between the two Governments have resulted in 
a mutual understanding that the Government of Cuba agrees not to 
permit the exportation of avocados to the United States of America 
by any carrier clearing from the final Cuban port or place of call 
except during the period from June 1 to September 30, inclusive, of 
each year, beginning with the calendar year 1935, and that the Govern- 

. ment of Cuba will promulgate forthwith and enforce the regulations 
necessary to make this commitment effective. 

These conversations between the two Governments have also de- 
veloped a further understanding that the Cuban Government will 
permit the exportation of pineapple slips to the United States of 
America, its territories and possessions, subject to such regulations 
as the Cuban Department of Agriculture may establish. I shall be 
obliged if I may receive your confirmation of the correctness of this 
understanding. 

IT am [etc. | CorpELL Hui 

Executive Agreement Series No. 67 
611.8731/10163 

The Cuban Secretary of State (Torriente) to the American Secretary 
of State 

[Translation] 

WasHineton, August 24, 1934. 

ExcrLteNncy: I have the honor to acknowledge the receipt of your 
note of today’s date, communicating to me your understanding of the 
views developed by the conversations which have recently taken place ~ 
at Habana between the Government of the United States of America 
and the Government of the Republic of Cuba with reference to the 
exportation of avocados and pineapple slips from Cuba to the United 
States of America, its territories and possessions. 

Your Excellency’s understanding is in exact accord with my own. 
The conversations between the two Governments have resulted in a
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mutual understanding that the Government of Cuba agrees not to 
permit the exportation of avocados to the United States of America by 
any carrier clearing from the final Cuban port or place of call, except 
during the period from June 1 to September 30, inclusive, of each 
year, beginning with the calendar year 1935, and that the Govern- 
ment of Cuba will promulgate forthwith and enforce the regulations 
necessary to make this commitment effective. 

These conversations between the two Governments have also de- 
veloped the further understanding that the Cuban Government will 
permit the exportation of pineapple slips to the United States of 
America, its territories and possessions, subject to such regulations 
as the Cuban Department of Agriculture may establish. 

I avail myself [etc. ] CosME DE LA TORRIENTE 

611.3731/1015 

Press Release Issued by the Department of State, August 24, 1934 

STATEMENT BY Mr. Corpetit Huby, SecRETARY OF STATE 

At the time of the signing of the Trade Agreements Act, I stated 
that the authority under this new act of Congress would be exercised 
with the utmost care, fairness, and intelligence; that the primary 
object of the Administration’s tariff policy would be to benefit every 
important American interest; that nothing would be done blindly or 
recklessly ; that the fullest possible information would be first assembled 
and the needs of business studied; and that the negotiations for the 
conclusion of reciprocal trade agreements under this Act would be 
conducted step by step in the light of the information obtained. 
Today, after more than twelve months’ painstaking and expert study, 
the United States and Cuba have signed a Trade Agreement calculated 
to restore the once flourishing trade between the two countries, now 
reduced to a fraction of itsformer amount. The agreement is mutually 
advantageous to the United States and to Cuba. Recognizing that 
the movement of goods has been seriously handicapped by the tariff 
barriers which each of the two countries has erected, they have agreed, 
in this instrument, to make substantial adjustments, which, with equal 
profit and without dislocating productive forces, will facilitate the 
sale of more American goods in Cuba and of more Cuban commodities 
in the United States. 

In 1924, the total value of our own exports to Cuba amounted to 
almost $200,000,000; last year, our exports to Cuba were barely one- 
tenth of that amount. We have every hope that the conclusion of 
this Agreement today will rapidly restore to the American farmer, 
to the American wage-earner, and to the American manufacturer, the 
benefits of the important market in Cuba which they formerly enjoyed.
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611.3731/1066 

Press Release Issued by the Department of State, August 24, 1934 

STATEMENT BY His Excettency Dr. CosmE pe LA TorrRIENTE, SECRETARY 
oF STATE OF CUBA 

Many years before Cuba gained her Independence from Spain, her 
commercial relations with the United States of America were already 
great and her prosperity or poverty on many occasions depended upon 
the American tariffs. 

When Cuba, with the assistance of the United States, gained her 
independence, the Government at Washington became aware of the 
fact that there should exist a commercial Treaty between the two 
countries which would guarantee preferential rates to the products of 
the people and industry of the two nations, and this led to the negotia- 
tion of the Treaty of December 11, 1902, which is still in force at the 
present time and which has proved to be highly useful in furthering 
the commercial relations of Cuba and the United States, although its 
modification has for some time been considered necessary for the 
mutual protection of the interests of both peoples. 

In order that a new Treaty might be negotiated as early as possible, 
two things were necessary: 1. A Government such as that of President 
Roosevelt, which would appreciate the great need and convenience of 
such negotiation, and 2. an American Congress capable of facilitating 
the negotiation of treaties like the one which has just been signed by 
their Excellencies Secretary of State Hull, Assistant Secretary of State 
Welles, Ambassadors Caffery and Marquez Sterling, and by myself as 
Secretary of State of Cuba. 

I wish to honestly say that although the new Treaty is of mutual 
benefit to the two countries, it represents a substantial help for Cuba, 
a country which has so greatly suffered during the last few years 
owing to the high tariffs which have been applied by the United States 
to the products of the soil and industry of our Island. 

And for that noble act, in the name of the Cuban people, and at the 
special request of President Mendieta and of his Government, I express 
our sincere gratitude to President Roosevelt and to the American 
people. 

611.3731/1036 : Telegram 

The President of Cuba (Mendieta) to President Roosevelt 

Hapana, August 24, 1984. 
[Received August 25. ] 

On the signature today of the new treaty of reciprocity between our 
two countries, the Government of Cuba expresses to the Government
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of the United States its affectionate gratitude and expresses its wishes 

for the happiness of your great people and the personal felicity of its 

illustrious President. May the great friend of Cuba accept the thanks 

of her people who intend to open an era of rehabilitation and peace 

consonant with the benefits obtained. May he also accept the assur- 

ance of my high personal consideration. 
Caritos MENDIETA 

611.8731/1024 

Memorandum by the Chief of the Division of Western European 
Affairs (Moffat) 

[WasuineTon,| August 24, 1934. 

With reference to the Swiss Chargé d’Affaires’s call of August 22, 
I ascertained that the position of this Government would be that our 
treaty relations with Cuba were on a special footing specifically recog- 
nized in all our unconditional most favored nation treaties. Accord- 
ingly, no third country would benefit by reductions granted to Cuba. 

I also ascertained that the Department of Agriculture had not yet 
completed its regulations governing the admission of foodstuffs from 
abroad asa result of the drought and attendant speculation. 

I informed Mr. Micheli on both these questions Thursday, August 

23. 
PreRREPONT MoFFat 

611.38731/1000 : Telegram 

The Chargé in Cuba (Matthews) to the Secretary of State 

Hapana, August 25, 1934—10 a. m. 
[Received 11:45 a. m. | 

447. While the public has not as yet had time to grasp the full sig- 
nificance of the trade agreement, its importance is appreciated and the 
general first reaction is very favorable. The press this morning treats 
of little else and carries the full text of the general provisions and of 
schedule 2, a full summary of schedule 1, Washington despatches con- 
cerning the signature and contents, and enthusiastic declarations by 
President Mendieta and Dr. Torriente. 

The general local American reaction is likewise favorable and the 
President of the American Chamber of Commerce is enthusiastic. 

President Mendieta declared in part 

“It is with satisfaction that the Government of Cuba has concluded 
with the Government of the United States the reciprocity treaty which 
has been happily consummated through its signature this afternoon 

789736—52——16
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in the City of Washington. In view of the advantages which this 
country receives in that treaty there are reasons to feel optimistic con- 
cerning Cuba’s economic future. 

Both contracting countries during the days of preparation of the 
whole most important agreement, have shown the good-will and mu- 
tual friendship animating them until its culmination in the act today 
which makes unbreakable the ties uniting the great American people 
with our republic.” 

Full press clippings going forward by air. 

MatTTHEWS 

611.3731/1008a : Telegram 

The Acting Secretary of State to the Chargé in Cuba (Matthews) 

WasHinoton, August 25, 1934—3 p. m. 

181. Upon the trade agreement becoming effective, it will then be 
the controlling basis for the trade relations between the United States 
and Cuba. While it is not necessary that the decree law correspond 
exactly with the text of the agreement, in so far as detailed nomen- 
clature is concerned, it is essential that the two instruments be in 
substantial agreement.” 

Inasmuch as the exchange of notes on pineapple slips took place 
yesterday, in order to make effective the lifting of the embargo, it 
would appear to be necessary for a decree law to revoke or amend the 
present export prohibition, contained in item 7, provision 5, for the 
application of the tariff.” 

. Moore 

611.3731/1019 : Telegram 

The President of Cuba (Mendieta) to the Secretary of State 

[ Translation ] 

Hapana, August 25, 1984—3 : 35 p. m. 
[Received August 27. ] 

This Government will not forget the good intentions you have mani- 
fested in the Treaty of Reciprocity in favor of our people. So high 
and significant has your labor been and so generous the facilities that 
you have granted us that you deserve as the illustrious collaborator of 
His Excellency, President Roosevelt, the gratitude with which this 
people greet you, to which I unite my own with the expression of my 
highest personal consideration. 

Caritos MENDIETA 

*For text of decree law No. 440, August 24, 1934, see Gaceta Oficial de la Re- 
publica de Cuba, August 24, 1934, Extraordinary Edition No. 76. 

“For text of decree law No. 453, August 28, 1934, lifting the embargo on pine- 
apple slips, see Gaceta Oficial, August 29, 1934.
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611.3731/1019 : Telegram 

The Secretary of State to the President of Cuba (Mendieta) 

Wasnineton, August 27, 1934. 

I am deeply appreciative of Your Excellency’s kind message, and 
in reciprocating the cordial personal sentiments expressed therein, I 
assure you that it has been a source of particular gratification to me to 
have been privileged to participate in the negotiation of an agreement 
which holds such great promise of immediate substantial contribution 
to the welfare of our respective countries through renaissance of trade 
upon a sound economic basis of natural exchange. 

CorDELL HULL 

611.3731/1036 : Telegram 

President Roosevelt to the President of Cuba (Mendieta) 

WasuineTon, August 29, 1934. 

Personally and on behalf of the people and Government of the 

United States I desire warmly to reciprocate the cordial sentiments 
expressed in Your Excellency’s message on the occasion of the signing 

of the trade agreement between the United States and Cuba. 
This readjustment of the basis upon which the commercial relations 

between our respective countries have rested since the Convention of 
1902 to meet the necessities of present-day conditions has been achieved 
in an exemplary spirit of amity and close cooperation. 

It is my conviction, not only that the United States and Cuba will 
immediately feel the beneficial effects of this agreement in increased 
exchange of products to their mutual general advantage, but that the 
conclusion of this agreement may serve to initiate a widespread move- 
ment toward general reduction of those artificial barriers which have 
so largely contributed to stagnation of international trade. 

| I am particularly happy to have been associated with Your Ex- 
cellency in this achievement. 

FRANKLIN D. RoosEvELt 

611.8731/1030a : Telegram 

The Acting Secretary of State to the Ambassador in Cuba (Caffery) 

Wasuinoton, August 29, 1934—8 p. m. 

184. Inter-Departmental Committee for Foreign Trade desires fre- 
quent progressive reports evidencing concrete results of trade agree- 
ment in increased orders for products of the United States.” 

PHILLirs 

“For summaries of reports, see Department of State, Press Releases, Septem- 
ber 8, 1934, pp. 180-181 ; and November 17, 1934, pp. 297-298.
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APPEAL OF PRESIDENT MENDIETA TO PRESIDENT ROOSEVELT FOR 
ASSISTANCE IN SOLVING THE CUBAN SUGAR PROBLEM 

811.6135/105 : Telegram 

The President of Cuba (Mendieta) to President Roosevelt 

Hapgana, February 5, 1934. 

I wish to again ask for assistance in our very difficult situation in 
consideration of your kindness and good will. Our labor problems 
are most serious and increasing because of delay in starting the crop. 
As sugar is our main industry we need a very substantial raw sugar 
quota which I have anticipated to my people would probably not be 
less than 2,000,000 long tons and a reduction in the duty. These 
concessions obtained quickly would give the mill owners incentive to 
pay higher wages and start work. Many thanks with my expression 
of high regard. 

Caritos Mrenpieta 

811.6135/105 : Telegram 

President Roosevelt to the President of Cuba (Mendieta) 

WasuHineTon, February 8, 1934. 

Your cable, received last night, has had, of course, my most earnest 
attention. The economic conditions unfortunately existing in Cuba 
are well known to me and I fully appreciate the preponderant effect 
which the situation of the Cuban sugar industry has had in creating 
these difficulties. It is my intention to recommend immediate re- 
medial action by this Government, which, while not contributing to 
higher prices to the American consumer of sugar, may yet at the 
same time increase returns to our own producers and likewise con- 
tribute to the economic rehabilitation of Cuba. I earnestly trust that 
the action proposed will alleviate the distressing conditions to which 
you refer. 

Please accept the assurances of my highest consideration. 
FRANKLIN D. Roosevett 

811.6135/108 

The Cuban Ambassador (Marquez Sterling) to the Secretary 
of State 

WasuHineTon, February 12, 1934. 

Excettency: I have the honor to inform Your Excellency that my 
Government has instructed me to transmit its expression of gratitude
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for the part of the message of President Roosevelt to the United 
States Congress regarding sugar,’® with relation to Cuba. This mes- 
sage has conveyed to the distressed people of Cuba the hopes of a 
prosperous future. 

I avail myself [etc. ] M. MArquez STERLING 

TREATY OF RELATIONS BETWEEN THE UNITED STATES AND CUBA, 

SIGNED MAY 29, 1934 

Treaty Series No. 866 

Treaty of Relations Between the United States of America and the 
Republic of Cuba, Signed at Washington, May 29, 19347 

The United States of America and the Republic of Cuba, being 
animated by the desire to fortify the relations of friendship between 
the two countries and to modify, with this purpose, the relations 
established between them by the Treaty of Relations signed at Habana, 
May 22, 1903, have appointed, with this intention, as their Pleni- 
potentiaries: 

The President of the United States of America; Mr. Cordell Hull, 
Secretary of State of the United States of America, and Mr. Sumner 
Welles, Assistant Secretary of State of the United States of America; 
and 

The Provisional President of the Republic of Cuba, Sefior Dr. 
Manuel Marquez Sterling, Ambassador Extraordinary and Plenipo- 
tentiary of the Republic of Cuba to the United States of America; 

Who, after having communicated to each other their full powers 
which were found to be in good and due form, have agreed upon the 
following articles: 

Article I 

The Treaty of Relations which was concluded between the two 
contracting parties on May 22, 1903, shall cease to be in force, and is 
abrogated, from the date on which the present Treaty goes into effect. 

Arrticis IT 

All the acts effected in Cuba by the United States of America during 
its military occupation of the island, up to May 20, 1902, the date on 
which the Republic of Cuba was established, have been ratified and 

See Congressional Record, vol. 78, pt. 2, p. 2176. 
“In English and Spanish; Spanish text not printed. Ratification advised 

by the Senate, May 31, 1934; ratified by the President, June 5, 1984; ratified by 
Cuba, June 4, 1934; ratifications exchanged at Washington, June 9, 1934; pro- 
claimed by the President of the United States, June 9, 1934. 

® Foreign Relations, 1904, p. 243.
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held as valid; and all the rights legally acquired by virtue of those 
acts shall be maintained and protected. 

Articte III 

Until the two contracting parties agree to the modification or abro- 
gation of the stipulations of the agreement in regard to the lease to 
the United States of America of lands in Cuba for coaling and naval 
stations signed by the President of the Republic of Cuba on February 
16, 1903,”” and by the President of the United States of America on 
the 23d day of the same month and year, the stipulations of that agree- 
ment with regard to the naval station of Guantanamo shall continue 
in effect. The supplementary agreement in regard to naval or coaling 
stations signed between the two Governments on July 2, 1903,®° also 
shall continue in effect in the same form and on the same conditions 
with respect to the naval station at Guanténamo. So long as the 
United States of America shall not abandon the said naval station of 
Guantanamo or the two Governments shall not agree to a modification 
of its present limits, the station shall continue to have the territorial 
area that it now has, with the limits that it has on the date of the 
signature of the present Treaty. 

ARTICLE IV 

If at any time in the future a situation should arise that appears to 
point to an outbreak of contagious disease in the territory of either of 
the contracting parties, either of the two Governments shall, for its 
own protection, and without its act being considered unfriendly, exer- 
cise freely and at its discretion the right to suspend comunications 
between those of its ports that it may designate and all or part of the 
territory of the other party, and for the period that it may considerto __ 
be advisable. 

ARTICLE V 

The present Treaty shall be ratified by the contracting parties in 
accordance with their respective constitutional methods; and shall go 
into effect on the date of the exchange of their ratifications, which shall 
take place in the city of Washington as soon as possible. 

IN FAITH WHEREOF, the respective Plenipotentiaries have signed the 
present Treaty and have affixed their seals hereto. 

Dons in duplicate, in the English and Spanish languages, at Wash- 
ington on the twenty-ninth day of May, one thousand nine hundred 
and thirty-four. 

[sEAL] CorpeLtL Huu 
[sEAL | SuMNER WELLES 
[sEAL | M. MArquez STERLING 

” Foreign Relations, 1903, p. 350. 
® Ibid., p. 351.
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[The records in the files of the Department of State regarding the 
negotiation of this treaty are fragmentary. In reply to an inquiry, 
Mr. Sumner Welles, who was Assistant Secretary of State in 1934, 
wrote on March 1, 1948, to Mr. Robert A. Lovett, Under Secretary of 
State, a letter containing the following statement: 

“It is, however, hardly a matter of surprise to me that the Depart- 
mental files should contain little documentation with regard to the 
Treaty of 19384. When the President sent me to Cuba as Ambassador 
in the spring of 1933, it was agreed between us that one of the major 
objectives of my mission should be to prepare the way for the nego- 
tiation of a new treaty between Cuba and the United States by which 
the Platt Amendment might be abrogated. During the months I was 
in Cuba I discussed this objective with certain Cuban leaders, among 
them Dr. Cosme de la Torriente, who later became Secretary of State 
in the Mendieta Government and under whose direction the negotia- 
tions on the part of the Cuban Government for the Treaty of 1934 were 
carried on. There was no difference of opinion between the Cuban 
Government and ourselves at that time as to what the Treaty should 
contain, and there was actually very little disagreement as to the pro- 
visions to be included therein. I have a very clear recollection that 
Dr. Marquez Sterling, then Cuban Ambassador in Washington, and I 
sat down together in my office in the Department of State and agreed 
upon a text which later, with slight amendment, became the definitive 
text. I recollect further that the President approved without change 
the text agreed upon by the Cuban Ambassador and myself.” 
(711.387/3-148) | 

RESTRICTIONS ON THE EXPORTATION OF ARMS AND MUNITIONS OF 

WAR TO CUBA 

837.113/540 

The Secretary of State to President Roosevelt 

- WasuinaTon, June 29, 1934. 

My Dear Mr. Preswentr: I submit herewith for your consideration 
and, if you approve, your signature, a draft of a Proclamation de- 
signed to place this Government in a position to supervise and control 
the exportation of arms and munitions of war from the United States 
to Cuba, with a view to enabling the Cuban Government to maintain 
peace and tranquillity in that country. 

I respectfully invite your attention to Article II of the Convention 
between the United States and Cuba to Suppress Smuggling, signed at 
Habana March 11, 1926," which reads in part as follows: 

“The High Contracting Parties agree that clearance of shipments of 
merchandise by water, air, or land, from any of the ports of either 
country to a port of entry of the other country, shall be denied when 

= Foreign Relations, 1926, vol. 11, p. 23.
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such shipment comprises articles the importation of which is pro- 
hibited or restricted in the country to which such shipment is destined, 
unless in this last case there has been a compliance with the requisites 
demanded by the laws of both countries. [”’] 

The laws of Cuba restrict the importation of arms and munitions 
of all kinds by requiring an import permit for each shipment. 

There would not appear to be any legal means by which this Govern- 
ment can effectively carry out its treaty obligations with respect to the 
traffic in arms and munitions between the United States and Cuba, un- 
less a proclamation is issued pursuant to the Joint Resolution of 
Congress of January 31, 1922.8 

The Cuban Government, through its Ambassador in Washington, 
has expressed to this Government its approval of this action. 

I feel that, in conformity with our policy of the good neighbor, we 
should proceed accordingly. 

The action which I recommend is by no means novel or unprece- 
dented, as is indicated by the following table of Proclamations which 
have been issued by your predecessors, pursuant to the Joint Resolu- 
tion of Congress of January 31, 1922, and the similar Joint Resolution 
of March 14, 1912 * which it superseded. 

Brazil: Proclamation October 22, 1930.® 
Revoked March 2, 1981. 

China: Proclamation March 4, 1922.* 
Still in effect. 

Cuba: Proclamation May 2, 1924.°? 
Revoked August 29, 1924. 

Honduras: Proclamation March 22, 1924.8 
Still in effect. 

Mexico: Proclamation March 14, 1912.% 
Revoked February 3, 1914. 
Proclamation October 19, 1915.” 
Revoked January 31, 1922. 
Proclamation January 7, 1924." 
Revoked July 18, 1929. 

Nicaragua: Proclamation September 15, 1926. 
Still in effect. 

If this Proclamation meets with your approval, I shall, as soon as 
it is promulgated, issue regulations prescribing that shipments of 

* 42 Stat. 361. 
* 37 Stat. 630. 
* 46 Stat. 3036. 
*° 42 Stat. 2264; see also Foreign Relations, 1922, vol. 1, pp. 725 fff. 
743 Stat. 1946. 
* 43 Stat. 1942; see also Foreign Relations, 1924, vol. u, pp. 321 ff. 
® 37 Stat. 1783 ; Foreign Relations, 1912, p. 745. 
” 39 Stat. 1756; see also Foreign Relations, 1915, pp. 780 ff. 
"43 Stat. 1934; see also Foreign Relations, 1924, vol. u, pp. 428 ff. 
° 44 Stat. 2625.
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arms and munitions to Cuba shall be limited to those for which a 
license has been issued by the Department of State and that such 
licenses shall not be issued except upon the request of the Cuban 
Ambassador in Washington. 

I am, my dear Mr. President, 
Faithfully yours, Corvett Hui 

837.118/540 

The Secretary of State to the Cuban Ambassador (Marquez Sterling) 

| WasuHineton, July 7, 1934. 

Excettency: I have the honor to enclose, for Your Excellency’s 
information, two copies of a Press Release of June 29, 1934,%3 con- 
taining the text of a letter * on the restriction of the exportation of 
arms and munitions of war to Cuba which I addressed to the President 
on that date, the text of the President’s Proclamation * making such 
restrictions effective, and the text of the regulations which I have 
prescribed to govern the issuance of export licenses. 

TI invite your attention particularly to the first paragraph of these 
regulations which appears on page three of the Press Release. You 
will note that the Department will not issue a license for the export 
of arms and munitions of war unless it has been informed by your 
Embassy that it is the desire of the Cuban Government that a particu- 
lar shipment be authorized. Several manufacturers and exporters 
have already made application for licenses in accordance with the 
terms of these regulations, and I presume that if they have not already 
done so they will communicate with you in the near future. 

Accept [etc. | For the Secretary of State: 

Wititam Puiuires 

837.113/546 — 

Lhe Cuban Ambassador (Marquez Sterling) to the Secretary of State 

[Translation ] 

No. 131 Wasuineron, July 12, 1934. 

Excrtiency: I have the honor to acknowledge the receipt of Your 
Excellency’s kind note of July 7, 1934, with which you were good 
enough to send me two copies of the Press Release of June 29, which 
contains the text of the letter on the restriction of exports of arms and 

** Department of State, Press Releases, June 30, 1934, p. 454. 
“ Supra, 
* 49 Stat. 8399.
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munitions of war to Cuba addressed by Your Excellency to His Ex- 
cellency the President on that date, the text of the President’s Procla- 
mation making such restriction effective, and the text of the rules 
prescribed by Your Excellency governing the issuance of export 
permits. 

Your Excellency calls attention particularly to the first paragraph 
of the said rules, which appears on page 3 of the Press Release, whereby 
it is provided that the Department will not issue permits for the ex- 
portation of arms and munitions of war unless it has been advised by 
this Embassy that it is the desire of the Government of Cuba that 
their shipment be authorized. 

This Embassy has requested its Government to be good enough to 
give it direct and specific instructions on each case when it desires 
the shipment of arms and munitions of war, and it is now receiving 
them, having accordingly transmitted some applications for shipping 
authorizations to Your Excellency recently. 

I thank Your Excellency, in the name of my Government, for the 
interest that has been taken in this matter, as you note in your letter 
to His Excellency the President, on behalf of the maintenance of peace 
and tranquility in Cuba. 

I avail myself [etc. ] M. MArquez STERLING
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AGREEMENT BETWEEN THE REPRESENTATIVES OF THE FOREIGN 
BONDHOLDERS PROTECTIVE COUNCIL, INC., AND THE DOMINICAN 

REPUBLIC REGARDING THE EXTERNAL DEBTS OF THE DOMINICAN 

REPUBLIC * 

839.51/4089 

The Minster in the Dominican Republie (Schoenfeld) to the Acting 
Secretary of State 

No. 1375 Santo Domrneo, January 3, 1934. 
[Received January 8.| 

Sir: Referring to my despatch No. 1360 of December 27, 1933,2 in 
which I reported that I had urged upon the Minister of Foreign Af- 
fairs the desirability of making a further remittance at the year-end 
from the surplus in the Emergency Fund for amortization of the 
external debt, and with reference particularly to the statement of 
the Minister of Foreign Affairs that he would discuss the matter with 
President Trujillo, I have the honor to report that I inquired of the 
Minister of Foreign Affairs this morning as to the President’s views 
on the subject. 

Ledo. Logrofio told me that he had discussed my suggestion with 
the President but that the latter was not inclined to take any action 
until the return of the Secretary of State to Washington, in view of 
the understanding stated to have been reached between Dr. Cestero, 
the Dominican Delegate at the recent Pan-American Conference at 
Montevideo, and Secretary Hull, to the effect that this whole matter 
was to be deferred pending the return of the Secretary to the United 
States. 

The Minister of Foreign Affairs said that the President readily ad- 
mitted the wholesome effect which would be produced in interested 
quarters by strict compliance on the part of the Dominican Govern- 
ment with the Emergency Law, including that article of the Law 
providing for the remittance of surplus accumulated in the Emergency 
Fund to the General Receiver for amortization of Dominican bonds. 
At the same time, the Minister said, the President was sanguine as 
to the possibility of reaching an agreement with the bondholders that 
would enable the Government to use this surplus for other purposes. 

*For previous correspondence regarding the Dominican external debt, see 
Foreign Relations, 1933, vol. v, pp. 589 ff. 

7 Tbid., p. 668. 
189
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As the Department is aware, the purpose which the President has in 
mind is the application of the surplus, or as much of it as possible, 
to carrying out the public works program of the Administration. 

The Minister said the President was anxious also to hold the sur- 
plus as a bargaining element that might be useful in negotiating the 
desired debt readjustment, intimating that the depletion of the sur- 
plus by making further remittance for amortization would weaken 
the argument that the Dominican Government requires these funds 
for other purposes because of decreased revenue. I said I thought 
the President might be mistaken as to the value of this argument in 
the forthcoming negotiations, the course of which would probably 
be determined rather by thorough analysis of the actual financial and 

fiscal condition of the Dominican Government on the part of the ne- 
gotiators for the bondholders than by a general assertion on the part 
of the Government that the funds were needed, it being known that 
they were to be used for public works. I added that while the Presi- 
dent’s wish to use the money for this purpose was understandable, he 
should not lose sight of the express terms of the Emergency Law as 
to disposition of these funds, nor of the obligation to comply with the 
Law in this respect. I did not remind the Minister that the Law 
itself was in admitted violation of solemn international obligations. 

I pointed out to the Minister that in view of present prices of the 
1942 bonds, the discreet application of say, two hundred thousand 
dollars of the year-end surplus in the Emergency Fund to the purchase 
of these bonds would make it possible to reduce the debt substantially, 
so that the Dominican Government would benefit not only through the 
saving thus effected in subsequent interest payments, but through an 
exceptionally large decrease in the nominal value of the debt outstand- 
ing. Icalled the Minister’s attention to the fact that, meanwhile, only 
a relatively small part of the surplus had been drawing any interest 
from the bank in which the funds are deposited, and that consequently 
the funds were practically idle. I added that while the purchase of 
bonds at present market prices could hardly be said to be in the best 
interest of bondholders who might sell at prevailing prices, it would 
certainly be in the interest of the Dominican Government as a matter 
of business only, quite aside from the moral effect of having it under- 
stood that the Dominican Government was disposed strictly to comply 
with the Emergency Law. The Minister was quick to see this point 
but repeated that the President expected to take no further action in 
the premises until Secretary Hull returns to Washington and resumes 
his personal participation in the proposed negotiations. 

In this relation, I beg leave to advise the Department that in conver- 
sation some days ago with Mr. Fred Q. Rickards, Internal Revenue 
Adviser of the Dominican Government, I learned that the unapplied
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surplus in the Emergency Fund at the end of December, 1933, amounted 
to not less than $424,000. When I mentioned to Mr. Rickards that I 
had discussed with the Minister of Foreign Affairs the possibility of a 
year-end remittance from the surplus for amortization, Mr. Rickards 
informed me that it had been “more or less understood” between the 
Department of State and the unofficial agents of the Dominican Gov- 
ernment during the recent conversations in Washington, that no fur- 
ther remittances for amortization would be made until the entire debt 
question should be settled, presumably with the Central Bondholders 
Committee or the holders of the Dominican external debt. 

As, up to the present time, the Department has not advised me of 
the existence of any such understanding, I have been guided with 
regard to this question by the Department’s instruction No. 199 of 
August 25, 1933° (without file number), in which I was directed to 
bring to the attention of the Dominican Government the situation aris- 
ing from the accumulation of a considerable surplus in the Emergency 
Fund, and the pertinent provision of the Emergency Laws, namely, 
Article 6 (d) thereof. It will be recalled from my telegram No. 35 

of September 6, 1933, and from the enclosure to my despatch No. 1263 
of November 4, 1933 5 (p. 19, e¢ seg.) that I made no formal representa- 
tions to the Dominican Government in pursuance of that instruction 
for the reason that it seemed likely at that time that the Dominican 
Government would make a remittance from the surplus for amortiza- 
tion, as indeed was done on September 14 last, when $100,000 was re- 
mitted for this purpose. 

In view, however, of the present attitude of the Dominican Govern- 
ment, as reported in my despatch above cited and in the present 
despatch; in view of the fact that I am skeptical as to the accuracy 
of the Dominican Government’s impression that further negotiations 
for the readjustment of the external debt service are being deferred 
at the personal request of the Secretary of State of the United States; 
in view of the very large surplus now accumulated and unapplied in 
the Emergency Fund; and in view of the recent indefinite extension 
of the Emergency Law, with every probability of the steady accumu- 
lation of an increasing surplus through steadily increasing customs 
collections from the low point in 1932, I believe that it would be 
prudent to make a point of keeping clear the record of the American 
Government’s treatment of this matter, by authorizing me to deliver 
to the Dominican Government a note expressed substantially in the 
terms of the enclosed draft.® 

® Foreign Relations, 1933, vol. v, p. 643. 
‘ Tbid., p. 645. 
5 Tbid., p. 655; enclosure not printed. 
* Not printed.
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I would recommend that I be authorized to deliver this note to the 
Dominican Government at tle earliest date possible and preferably 
during the current month, for the reason, among others, that until the 
end of this month the note would have reference only to the surplus 
accumulated in the Emergency Fund during the life of the original 
Emergency Law. It appears desirable to make a communication to 
the Dominican Government in the sense of the enclosed draft note 
(which is in pursuance of the Department’s instruction No. 199 above 
mentioned) for the further reason that my note of December 12, 
1933, to the Minister of Foreign Affairs (copy of which was enclosed 
with my despatch No. 1343 of December 13),’ leaves the way open 
for the expression of the Department’s hope that the Dominican Gov- — 
ernment will comply with the Emergency Law in respect of the appli- 
cation of the surplus now accumulated in the Emergency Fund. The 
statement made on behalf of the Department in my note of December 
12, with special reference to the application of the surplus, is of a 
strictly limited nature, in that it does not, and perhaps could not at 
that time, express the Department’s desire that the surplus should be 
applied as stipulated in the Emergency Law. It now appears, how- 
ever, that the Dominican Government is under the impression that 
the remittance of the surplus is a matter of indifference to our Govern- 

| ment. Such a misunderstanding on the part of the Dominican Gov- 
ernment ought, I think, to be cleared up by a more definite statement 
of the Department’s wishes, The enclosed draft note may serve that 
purpose. If the Department approves this line of thought and the 
terms of the proposed note, I shall be glad to be so instructed by tele- 
graph in time to deliver the note as early in the current month as 
possible. 

Respectfully yours, H, F, Arraur ScHoENnrFeLp 

839.51/4040 : Telegram 

The Acting Secretary of State to the Minister in the Dominican 
Republic (Schoenfeld) 

WasHINGTON, January 13, 1934—4 p. m. 

2. With reference to your despatches No. 1360 of December 27, 
1933, and 1375 of January 3, 1934, we are now in position to say that 
the Secretary advises that he was inaccurately quoted in the statement 
attributed to him by Mr. Cestero. What he did state, was that he 
could not discuss the matter while away from the records in Wash- 
ington and that on his return here he would carefully examine the 

" Foreign Relations, 1988, vol. v, p. 667.
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memorandum handed him. You are authorized to communicate this 
informally to the Foreign Minister and also in the same manner 
make him understand that our attitude as indicated in the letters to 
Mr. Davies® and the Minister, copies of which you have received, 
remains unchanged, namely, that it is expected and assumed that they 
will promptly communicate with the Foreign Bondholders Protective 
Council relative to the matter in question. Furthermore, you can 
let it be understood that we will hold entirely aloof from any confer- 
ences that may be had beyond supplying any data from the Depart- 
ment’s records that may be desired. 

You may also add that we are at a loss to understand why the 
Dominican Government has failed to comply with the terms of 
Article 6 (d) of the Emergency Law of October 23, 1931. 

PHILLIPS 

839.51/4042 : Telegram 

The Minister in the Dominican Republic (Schoenfeld) to the Acting 
Secretary of State 

Santo Domineo, January 16, 1934—noon. 
[Received 8: 20 p. m. | 

2. I spoke to the Minister of Foreign Affairs this morning in the 
sense of the Department’s telegram No. 2, January 13, 4 p. m., and 
left with him a memorandum of my oral statement. Minister of 
Foreign Affairs informed me that Dominican Government would 
probably send to the United States in the near future Undersecretary 
of Finance Nicolas Vega and Fred Q. Rickard, internal revenue 
adviser, to begin negotiations with the Foreign Bondholders Pro- 
tective Council. The Minister indicated also that the Executive power 
would probably remit to receiver for amortization under article 6-D 
of the Emergency Law at least substantial portion of the surplus in 
Emergency Fund. The Minister said he would probably send me a 

_note in the near future clarifying the position of the Dominican 
Government in order that all concerned might be reassured of the 
Government’s good intentions. He concluded by assuring me that 
none of the statements made to him on behalf of the Department this 
morning were “disagreeable” to the Dominican Government and said 
he would lose no time in communicating the substance of my informal 
representation to the President of the Dominican Republic who is 
now at Santiago. 

I believe the informal statements which were made to the Minister 
this morning will have a very wholesome effect upon the Dominican 

® Joseph E. Davies, counsel for the Dominican Republic. Correspondence with 
Mr. Davies not printed.
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Government’s policy hereafter in that the position of our Govern- 
ment in relation to the financial situation here will be more precisely 
understood than it seems recently to have been. 

SCHOENFELD 

839.51/4047 : Telegram 

The Minister in the Dominican Republic (Schoenfeld) to the 
Secretary of State 

Santo Dominco, January 23, 19384—6 p. m. 
[Received 11:27 p. m.] 

3. My telegram No. 2, January 16, noon. In response to my in- 
quiry Minister of Foreign Affairs informed me this afternoon that 
Dominican Government was awaiting advice from Washington as 
to appointment of subcommittee of Foreign Bondholders Protective 
Council before sending representatives to begin negotiations on Do- 
minican debt problem and that it was anxious to begin these negotia- 
tions as soon as possible. 

, With reference to remittance of surplus in Emergency Fund for 
amortization, however, Minister of Foreign Affairs informed me that 
the President of the Dominican Republic intended to “fight this 
matter to the last” making it clear that no remittance will be made 
pending the result of negotiations above mentioned. This disavowal 
by the President of the assurances of the Minister of Foreign Affairs 
as reported in my telegram cited was foreshadowed especially in my 
despatch No. 1375, January 8 and previous correspondence. 

Minister of Foreign Affairs informed me also that the President 
had disapproved his suggestion of sending me a clarifying note on 
the ground that what is now needed on the part of the Dominican 
Government is “Action” rather than diplomatic correspondence. He 
added that the President and the Dominican Government had taken 
my oral statement and memorandum of January 16 as a friendly in- 
timation that action was desired. I assured the Minister that this 
understanding was quite correct and that it seemed to me highly de- 
sirable for the Dominican Government to expedite their proposed 
action in respect of the negotiations. 

I did not, however, press the Minister further on the subject of 
remittance from surplus for amortization. Does the Department 
desire me to press further for this remittance? I consider it desirable 
to do so and in more positive terms than have been employed thus far. 

° SCHOENFELD
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839.51/4051 : Telegram 

The Minister in the Dominican Republic (Schoenfeld) to the 
Secretary of State 

Santo Domineo, January 25, 19384—4 p. m. 
[ Received 9:03 p. m.] 

5. My telegram No. 3, January 25,6 p.m. As bearing upon the 
Department’s consideration of its policy with regard to comphance 
by Dominican Government with article 6 (@) of Emergency Law and 
generally in the matter of Dominican financial situation .. . informs 
me today in absolute confidence that President Trujillo has from 
time to time for some months received through Messrs. Davies or 

Newman,’ or both, reports of oral but allegedly specific commitments 
taken in Washington on behalf of our Government on this subject 
which were evidently at variance with Department’s official instruc- 
tions tome. I understand, for instance, that it was reported to Presi- 
dent Trujillo by them that specific assurances had been given them 
on behalf of the Department last fall that, provided Dominican Gov- 
ernment should undertake negotiations for general settlement of debt 
problem “within 6 months”, the American Government would not 
bring up the matter of further remittances for amortization pending 
conclusion of negotiations. I understand from ... also that when 
I made to President Trujillo last September informal suggestion that 
remittance of $400,000 from surplus in the Emergency Fund seemed 
appropriate at that time, the President consulted Messrs. Davies and 
Newman who reported that the American Government would con- 
sider remittance of $100,000 satisfactory. Remittance of this amount 
only was accordingly made. 

SCHOENFELD 

839.51/4051 : Telegram 

The Secretary of State to the Minister in the Dominican Republic 
(Schoenfeld) 

WASHINGTON, January 27, 1934—3 p. m. 

3. Reference your No. 5, January 25,4p.m. You are again assured 
that no committal of any character at variance with information and 
instructions furnished you has been made to Davies or Newman or to 
any other person by this Department or any of its officials and you 
have full authority to state this very emphatically whenever in your 
opinion occasion requires. 

° Oliver Peck Newman, Financial Adviser and Special Emergency Agent for 
the Dominican Republic. 

789736—52——17
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Mr. Newman may have gained the impression that the remittance of 
$100,000 made last September was sufficient to comply with my sug- 
gestion to him as set forth in my strictly confidential telegram No. 25 
of September 15th, 1933.7. However, in view of the Dominican Gov- 
ernment’s determination to get in touch with the Bondholders Council 
as soon as possible and the representations already made by you, I do 
not desire you to make any further statement to the Dominican author- 
ities with respect to the surplus in the Emergency fund unless or 

until otherwise instructed. 
Hou 

839.51/4060 : Telegram 

The Minister in the Dominican Republic (Schoenfeld) to the Secretary 
of State 

Santo Domineo, February 5, 1934—4 p. m. 
[Received 5: 34 p. m.] 

7. My despatch No. 1419, February 12% Rickard informs me he is 
leaving for Washington by air tomorrow via Miami under instruc- 
tions of the President to endeavor to expedite negotiations with For- 
eion Bondholders Protective Council regarding Dominican debt 
question. 

SCHOENFELD 

839.51 /4105 : Telegram 

The Minister in the Dominican Republic (Schoenfeld) to the Secretary 
of State 

Santo Domineo, April 21, 1934—3 p. m. 
[Received 7:42 p. m.] 

10. See my despatch No. 1529, April 4.% My despatch No. 1553 
today * which goes forward by airmail April 23 reports information, 
unofficial but believed authentic, that (@) determined efforts have 
lately been made by the Dominican Government to enlist cooperation 
of American sugar interests operating in this country in endeavoring 
to expedite Dominican debt negotiations in the United States by giving 
companies assurance that proposed levy of export tax on sugar will 
not be effective if they will so cooperate; (0) that Mr. E. I. Kilbourne 
of West Indies Sugar Company left this morning for the United 
States by air to urge agreement as to Dominican debt service on basis 
desired by Dominican Government; and that (c) the President of 
the Republic would consider favorably suggestion by the Department 

4 Foreign Relations, 1933, vol. Vv, p. 646. 
* Not printed. bo.
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or by Foreign Bondholders Protective Council that expert be sent 
here to investigate financial and fiscal condition of Dominican Gov- 
ernment, though the President feels he cannot make this suggestion 
himself. 

See also last sentence, page 6, my despatch 1263, November 4, 
1933.78 

SCHOENFELD 

839.51/4111 

The Minister in the Dominican Republic (Schoenfeld) to the Secretary 
of State 

No. 1565 Santo Domineo, April 26, 1934. 
[Received April 30. j 

Sir: I have the honor to report that, in response to my inquiry as 
to what news the Dominican Government had of the status of the 
financial negotiations in the United States, the Minister of Foreign 
Affairs informed me this morning that President Trujillo had just 
received from Mr. Joseph E. Davies a copy of a pamphlet prepared 
by Mr. Davies setting forth the Dominican case in these negotiations.“ 
The Minister said that the Government was much impressed with the 
completeness of this work. 

A report had also been received, signed by the Dominican Minister 
at Washington and by Messrs. Davies and Newman, to the effect that 
they were hopeful of a successful outcome of the negotiations, al- 
though these had not been proceeding very actively in the recent past. 
The report, according to the Minister of Foreign Affairs, expressed 
gratification at the courteous attention which the Dominican negoti- 
ators had received from Mr. J. Reuben Clark, Jr., acting president of 
the Foreign Bondholders Protective Council, and other officials of that 
organization. 

Respectfully yours, H. F. ArtHur SCHOENFELD 

839.51/4141 

Memorandum by the Minister in the Dominican Republic 

| (Schoenfeld)® 

[Santo Dominco,] June 18, 1934. 

I had a conversation with the Secretary of Finance, Senor Rafael 
Brache, on the night of June 16 in the course of which he asked me 

% Foreign Relations, 1933, vol. v, p. 655; reference is to the sentence on p. 658 
beginning “For this purpose .. .”. 

*Copy of the memorial dated March 23, 1984, was transmitted to the Depart- 
ment by Mr. Davies in a letter dated April 13, 1934; not printed (839.51/4104). 

* Copy transmitted to the Department by the Minister in his despatch No. 
1674, June 18, 1934; received June 25.
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whether I had any news as to the progress of the Dominican external 
debt negotiations in the United States. When I told him that I had 
no recent information as to progress, he mentioned that some opposi- 
tion had developed on the part of some bondholders, especiaily Mr. 
Frank H. Vedder, to the proposition of the Dominican Government 
for a four year moratorium in the sinking fund payments. He said 
he was acquainted with Mr. Vedder who had been in business in this 
country. The Minister said that in his opinion it was desirable in 
the interests of the bondholders themselves to place no obstacle in the 
way of the reconstruction of the Republic and to facilitate this recon- 
struction by President Trujillo’s administration. I said to the Min- 
ister that I was confident the Bondholders Protective Council would 
consider this aspect of the matter in a spirit of entire fairness, although 
I would not advise the Government to count on the Council’s sanction- 
ing a complete suspension of sinking fund for four years. I added 
that the basic question seemed to be whether such a complete suspension 
of the sinking fund was necessary or whether, on the other hand, a 
rate of sinking fund payments should not be agreed on which would 
permit the development of the reconstruction program while at the 
same time providing for regular reduction of the external funded debt 
at a reasonable rate. The Minister thereupon said that, in his per- 

sonal opinion, the continuance of some sinking fund payments might 
be beneficial to the Government in providing an element of financial 
stability and maintaining the Government’s credit. 

The Minister alluded to the recent protest of the sugar industry 
against the proposed levy of export taxes and said that he did not 
believe the “alarm” of the industry was justified, inasmuch as the 
Government had merely taken “precautionary” measures in causing 
the Constitution to be amended as it was recently by the Constituent 
Assembly. The Minister said that President Trujillo throughout his 
Administration had been very “fortunate” in all his measures. The 
Minister evidently desired me to understand that while the recent 
protest of the sugar industry had been a somewhat unpleasant sur- 
prise for the Government, the matter was not deemed serious in view 
of the assurances given by the President to the sugar companies on 
June 14. I said that the recent amendments to the Constitution ap- 
peared to have caused considerable repercussion in the business com- 
munity, both here and in the United States, and that the situation 
might be thought to illustrate the wisdom of keeping in mind in 
matters of public policy the timeliness of any measures proposed. I 
said it was my impression that the Government’s recent action in 
amending the Constitution was regarded in some quarters as having 

the aspect of a kind of pressure to facilitate the debt negotiations 
pending in the United States. The Minister pointed out that there
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was no direct connection between holders of Dominican bonds, many 
of whom were not American citizens, and the business interests whose 
fears had been aroused by the Government’s recent action in amending 
the Constitution. JI asked the Minister whether information was now 
available as to the number and identity of individual holdings of 
Dominican bonds. The Minister seemed to be uninformed on this 
point. 

The Minister said he was now studying the contract recently signed 
by the Haitian Government and the National City Bank of New 
York for the transfer to that Government of the National Bank of 
Haiti.* He felt there was a possibility that some similar arrange- 
ment might be made in the Dominican Republic to set up a national 
bank of issue and turn over certain fiscal duties and the functions of 
the General Receivership of Dominican Customs to it, though he said, 
of course, it would be expected that the present General Receiver, 
Mr. Pulliam, would continue to function in that capacity under any 
such arrangement. 

I gained the distinct impression from my conversation with the 
Minister of Finance that the recent protest of the sugar industry 
against the possible imposition of export taxes and the attitude of 
other companies that may be affected by the newly instituted policy 
regarding contractual tax exemptions, were giving the Government 
concern and causing it at least to pause momentarily in the execution 
of its program. Incidentally, the Minister said that some measures 
had been suggested that he himself had undertaken to stop on the 
ground that they would cause too much alarm in the business world. 
He did not indicate what these measures were but, judging from rumors 
current here, it seems possible that they have to do with the possible 
establishment of certain Government monopolies under some of the 
newly amended provisions of the Constitution. 

H. F. A[rruur] S[cHoENFELD | 

839.51/4195 

The Dominican Minister (Despradel) to the Secretary of State 

Wasuineron, August 7, 1934. 

E:xceLLency : Upon the direction of my government I have the honor 
to advise your Excellency as follows: 

There has been filed with you heretofore the Memorial of the Domini- 
can Republic presented to the Foreign Bondholders Protective Coun- 
cil, Inc.,!” in the matter of Dominican bonds, which matter is now 
pending before such council. 

For the plan for the transfer of the National Bank of Haiti, see pp. 339 ff. 
“Not printed.
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Enclosed herewith I have the honor to hand you a copy of letter 
addressed by my government to the Foreign Bondholders Protective 
Council, Inc., together with a copy of their reply thereto.® 

The proposal as made by the Dominican Republic to the Foreign 
Bondholders Protective Council, Inc., was prompted by an earnest 
desire to preserve the credit of the Dominican Republic and to preserve 
compliance with its obligations to foreign bondholders to the utmost 
degree, consistent only with its paramount duty to preserve the func- 
tions of government under the unprecedented conditions of the world- 
wide depression from which my government and people have suffered. 

You will note that this agreement reached by the representatives of 
the Dominican Republic and the Foreign Bondholders Protective 
Council, Inc., contemplates the complete restoration of conditions 
existing under the outstanding bond contracts, and the present con- 
vention between my government and the government of the United 
States, except only as is therein provided, for the extension of the time 
for ultimate payment of the loan and a reduction of the percentage of 
the loan to be applied annually through sinking funds for the amorti- 
zation of the debt. It necessarily involves the complete restoration of 
the operation of the customs receivership under the treaty with the 
United States; the collection of customs revenues by such receiver- 
ship; the payment of the sums agreed upon therein for the purposes of 
interest and amortization; and the turning over of the remainder each 
year to the Dominican Government pursuant to the original contracts. 
My government also desires to give to your government the definite 

further assurance that it does not now nor will it at any time in the 
future contend that any act of forbearance heretofore done or exer- 
cised by the government of the United States in relation to the con- 
vention between the two countries or in connection with the foreign 
bond contracts, up to and including the present, has been in fact, or 
shall be in any manner construed by my government to be, a waiver by 
the government of the United States of any of the terms or obliga- 
tions of the convention between the two governments. 
My government also desires to assure you that immediately upon re- 

ceipt of advices that the Department of State of the United States 
concurs in the judgment of the Foreign Bondholders Protective Coun- 
cil, Inc.; that the proposal made is in the interest of the bondholders 
and fair to the Dominican Republic, it will immediately repeal the 
emergency legislation heretofore enacted in connection with collection 
of customs revenues, and the appropriation thereof for the preserva- 
tion of government functions. 

I take [etc. | Roserto DEsPprRADEL 

* See letters exchanged August 10 and 11, 1934, Foreign Bondholders Protective 
Council, Inc., Annual Report, 1934, pp. 59-62. 

*” Convention of December 27, 1924, Foreign Relations, 1924, vol. 1, p. 662.
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839.51/4195 

The Acting Secretary of State to the Dominican Minister (Despradet) 

Wasuineron, August 16, 1934. 

Sir: I have the honor to acknowledge the receipt of your note 
dated August 7, 1934, in which you advise me that after full consulta- 
tion and discussion with the Foreign Bondholders Protective Council, 
Incorporated, the Government of the Dominican Republic will volun- 
tarily make to the holders of its foreign dollar bonds a proposal for 
the future settlement thereof which involves the reestablishment of 
the full treaty situation under the Convention between the two Gov- 
ernments of December 27, 1924, the payment of the full interest on 
the outstanding bonds, the making of amortization payments for the 
current and future years so as to provide a definite plan for the com- 
plete amortization of both bond issues, and other undertakings set 

out in the proposal. 
It is with particular pleasure and approval that I have observed 

your statement that the Government of the Dominican Republic has 
determined, subject to the terms of the new proposal, immediately to 
reestablish the full treaty situation, which it modified in 1931; that 
it will at once repeal the Dominican legislation known as the Emer- 
gency Laws inconsistent therewith; and that these measures will 
bring about the immediate and complete restoration to the general 
receiver of customs of his full treaty functions in accordance with 
such proposal. I also observe with satisfaction that the Dominican 
Government will at no time in the future contend that any act of 
forbearance heretofore done or exercised by the Government of the 

United States in relation to the convention between the two countries 
in connection with the foreign bond control, up to and including the 
present, has been in fact or shall be in any manner construed by your 
government to be a waiver by the Government of the United States 
of any of the terms or obligations of the said convention between 
the two governments. 

I have been much gratified to receive from the Foreign Bondholders 
Protective Council, Incorporated, a letter ?° stating that the Council 
has carefully studied the proposal of your Government and that it 
“has reached the conclusion that considering all the facts and circum- 
stances involved, the proposal of the Dominican Government seems to 
the Council fair to the Dominican Republic and its people and con- 
sistent with the broad equities and long-view interests of the bond- 
holders, being indeed, in some respects, distinctly advantageous to 
them over their present situation”. It is with especial pleasure that I 

* For text of letter dated August 15, 1934, see Foreign Bondholders Protective 
Council, Inc., Annual Report, 1934, p. 62.
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observe this favorable conclusion of the negotiations in which you 
have engaged. 

It seems to me that it should be a matter of great satisfaction and 
pride to the Dominican people and to your Government that during 
this period of world depression your Government has maintained 
prompt payment of fuil interest on its foreign obligations, and that it 
now demonstrates its purpose to comply with amortization require- 
ments on bond contracts by making such provision therefor as it feels 
itis able to make for the protection of the holders of its foreign bonds. 
In the substantial effort which the Dominican Government is thus 
making to meet, as far as it feels able, its pledged faith on its finan- 
cial obligations, the Dominican Government has set an example worthy 
of emulation. 

Accept [ete. ] WiniiAmM PHILLIPS 

[For texts of statements issued August 16, 1934, by Mr. Davies and 
by the Department of State, see Foreign Bondholders Protective 
Council, Inc., Annual Report, 1934, pages 66-67. For text of state- 
ment issued August 17, 1934, by the Bondholders Council, see <bid., 
page 57. The Dominican law No. 742, August 23, 1934, repealed the 
emergency legislation; for text of law, see Dominican Republic, 
Gaceta Oficial, August 25, 1934, page 3. | 

SETTLEMENT BY DOMINICAN GOVERNMENT OF CLAIM FOR MURDER 

OF EDUARDO COLOM Y PIRIS, AN AMERICAN CITIZEN, WITHOUT 

REGARD TO LEGAL LIABILITY 

439.11¢ Colom, Eduardo/27 

The Secretary of State to the Minister in the Dominican Republic 
(Schoenfeld) 

No. 241 Wasuineoron, March 27, 1934. 

Sir: Reference is made to despatch No. 1142 of September 5, 1933,” 
and to previous correspondence from your Legation, regarding the 
murder in the Dominican Republic of Eduardo Colom y Piris, an 
American citizen. 

It appears from the record in this case that Colom was arrested on 
April 29, 1933, while in the Duarte Park in San Pedro de Macoris, on 
account of certain alleged remarks concerning the President of the 
Dominican Republic, which remarks, if made, and if they could be 
construed as an offense under the laws of the Dominican Republic, 
must have constituted a minor offense. It further appears that, while 

** Not printed.
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Colom was being held in jail awaiting investigation or trial he was 
secretly removed therefrom by Lieutenant Sindulfo Benavides 
Minaya, an officer of the Corps of Aides to the President of the Domini- 
can Republic, and was summarily executed by such officer without any 
pretense of legal justification therefor, except alleged statements de- 
rogatory to the President. Sindulfo Benavides Minaya must have 
been in charge of the jail or have been assisted in obtaining custody 
of the victim by the official who was in charge of it. In these cir- 
cumstances, this Government has no other alternative than to hold 
the Dominican Government responsible for the death of the American 
citizen in question. This fact is not modified, in any way, by the 
circumstance of the killing of Minaya during an alleged attempt to 
escape while under arrest awaiting trial for the murder of Colom. 

In this connection, special reference is made to the decisions of the 
General Claims Commission, United States and Mexico, in the not 
entirely dissimilar cases of Francisco Quintanilla ez al., and of Thomas 
H. Youmans.” 

In the Quintanilla case, a Mexican citizen had been taken into cus- 
tody by an American deputy sheriff and later found murdered. A\I- 
though there was no evidence to indicate that the murder had been 
committed by the deputy sheriff, the Commission held that: 

“under international law these circumstances present a case for which 
a Government must be held liable. . . .% The Government can be 
held liable if it is proven that it has treated him [the foreigner] *4 
cruelly, harshly, unlawfully; so much the more it is liable if it can 
say only that it took him into custody—either in jail or in some other 
place and form—and that it ignores what happened to him.” 

The circumstances in the Youmans case were briefly as follows: 
Youmans and his companions had been attacked by a mob of 

Mexicans who had surrounded a house in which they had sought 
refuge. After endeavoring unsuccessfully to quiet the mob, the 
mayor of the municipality had ordered that state troops proceed to 
the scene of the disturbance to quell the riot. Upon arriving at the 
scene of the riot, the troops, instead of dispersing the mob, opened 
fire on the house, causing the death of one of the Americans. Several 
members of the mob approached the house from the rear and set fire 
to the roof. Youmans and his remaining companions were forced to 
leave the house and, as they did so, were killed by the troops and mem- 
bers of the mob. In holding the Mexican Government responsible in 
damages for the deaths resulting from failure to provide adequate 

“General Claims Commission, United States and Mexico, 1923, Opinions of 
Commissioners (1927), p. 136, docket 532, and p. 150, docket 271. 

** Omission indicated in the original instruction. 
* Brackets appear in the original instruction.



204 FOREIGN RELATIONS, 1934, VOLUME V 

protection to the murdered men and for the action of the troops in 
participating in the murder, the Commission said: 

“Evidence before the Commission does not disclose whose weapons 
killed the Americans, but the participation of soldiers with members 
of the mob is established. It cannot properly be said that adequate 
protection is afforded to foreigners in a case in which the proper 
agencies of the law to afford protection participate in murder.” 

These are but two of many available evidences of the applicable 
principle of international law which establish the existence of liability 
for wrongful death of foreigners at the hands of officials, under such 
circumstances as obtained in this case. 

Whereas, in the two cases just mentioned, there was no evidence 
to show that the deaths in question resulted from the acts of the 
respective officials involved, it seems to be clearly established in the 
present case, by the confession of the murderer as well as by other 
evidence, that the murder was the act of an official of the Government 
of the Dominican Republic who was charged by that Government 
with the duty of protecting the life which he destroyed. 

You will, therefore, present to the Foreign Office a formal claim 
for the death of Colom in the sum of $5,000 and give expression to 
this Government’s hope and expectation that this most revolting mur- 
der will be properly disavowed and requited by the prompt payment 
of the indemnity so clearly owing to the heirs of the deceased. 

Very truly yours, For the Secretary of State: 
R. Watton Moore 

439.11¢ Colom, Hduardo/32 

The Minister in the Dominican Republic (Schoenfeld) to the 
Secretary of State 

No. 1531 Santo Domineo, April 5, 1934. 
[Received April 9. | 

Sir: I have the honor to acknowledge the receipt of the Depart- 
ment’s instruction No. 241 of March 27, 1934 (File No. 489.11[c] 
Colom, Eduardo/25 [27]), and its two enclosures, regarding the 
murder in the Dominican Republic of Eduardo Colom y Piris, an 
American citizen, and instructing the Legation to present to the For- 
eign Office a formal claim for the death of Colom in the sum of $5,000. 

In accordance with the Department’s instruction, I have trans- 
mitted a note, No. 162 of April 4, 1934, to the Minister of Foreign 
Affairs, together with copies of the two enclosures to the Depart- 
ment’s instruction. A copy of that note is enclosed herewith,” but 
without its enclosures since they are in the files of the Department. 

° Not printed.
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When I discussed with the Minister of Foreign Affairs yesterday 
the matter of the presentation of a formal diplomatic claim in this 
case, Ledo. Logrofio showed great concern. In referring to my in- 
structions to present the claim, I told the Minister that it was a source 
of personal regret to me to be obliged, for the first time during my 
service at this post, to make such a demand upon the Dominican 
Government, intimating at the same time that the necessity for doing 
so was the more deplorable in view of the circumstances in which 
Colom was murdered. The Minister’s concern seemed to have refer- 
ence, however, rather to the general moral effect of this incident upon 
the prestige of General Trujillo’s administration and upon its credit 
in pending financial negotiations in the United States, than to con- 
trition for the inherent brutality of the crime itself and the possibility 
of its constituting a revelation of the methods sometimes said to be 
used here in suppressing what is deemed to be political opposition 
either in act or speech. 

Respectfully yours, H. F. Arraur ScHOENFELD 

439.11c Colom, Eduardo/383 

The Secretary of State to the Minster in the Dominican Republic 
(Schoenfeld) 

No. 249 WasHineton, April 18, 1934. 

sir: The receipt is acknowledged of your confidential despatch, No. 
1531 of April 5, 1934, with which you enclose a copy of your note, No. 
162 of April 4, 1934,?” to the Dominican Minister of Foreign Affairs, 
in which you present to his Government a formal claim for the murder 
in the Dominican Republic of Eduardo Colom y Piris, an American 
citizen, in the sum of $5,000. The Department notes your statements 
as to the attitude of the Minister of Foreign Affairs at the time you 
discussed this case with him on April 4 last. 

As you are aware, the purpose of demanding indemnity in this 
class of cases is not only that of recovering damages for the injured 
nationals, but also that of indirectly extending protection to other 
nationals by way of impressing upon the delinquent governments the 
seriousness of permitting to exist conditions which place in jeopardy 
the lives and fortunes of foreign nationals. From the standpoint of 
both of these objectives, it is desired that you keep this case before 
the attention of the Foreign Office in the sense of the instruction 
No. 241 of March 27, 1934, and that you press for a settlement thereof. 

Very truly yours, _ For the Secretary of State: 
SUMNER WELLES 

* Note No. 162 not printed. oo - |
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439.11¢c Colom, Eduardo/35 

The Minister in the Dominican Republic (Schoenfeld) to the 
Secretary of State 

No. 1622 Santo Domineo, May 23, 1934. 
[Received May 28. | 

Sm: I have the honor to refer to the Department’s instruction No. 
249 of April 18, 1934, (File No. 489.11 C Colom, Eduardo/32 [33]), 
and to previous correspondence with regard to the presentation to 
the Dominican Government of a formal claim for the murder in the 
Dominican Republic of Eduardo Colom y Piris, an American citizen, 
and to inform the Department that since the presentation of this 
claim by means of my note of April 4 I have had several conversa- 
tions with the Minister of Foreign Affairs on the subject. 

The Minister of Foreign Affairs has repeatedly informed me orally 
that the Dominican Government’s action in this case would be favor- 
able. On one occasion, in discussing the case on April 26 last he stated 
that, although the Dominican Government’s view of the question was 
that it had no liability, he believed that in view of the relatively small 
indemnity demanded and the desire of the Dominican Government to 
have no question outstanding with our Government that might impede 
the settlement of other important matters pending with the United 
States, it was nevertheless likely that the indemnity demanded would 
be paid. 

Today, the Minister of Foreign Affairs told me that he had prepared 
his recommendations on the subject and submitted them to the Presi- 
dent some time ago. I assume that his recommendations were in 
line with his oral statements above reported. Lcdo. Logrofio added 
that the President had turned over to the Legal Adviser of the 
Executive Power the file in this case in order to obtain that official’s 
opinion. The Minister expected, however, that the Legal Adviser’s 
opinion would be rendered very shortly and he intended as soon as 
that opinion was available to send an official reply to my note of 

April 4. 
Respectfully yours, H. F. Arrour ScHOENFELD 

439.11¢ Colom, Eduardo/41 

The Minister in the Dominican Republic (Schoenfeld) tothe. 
. Secretary of State 

No. 1807 Santo Domineo, August 8, 1934. 
) [Received August 13. | 

Sir: Referring to my despatch No. 1749 of July 19, 1934,% and 
previous correspondence, regarding a claim in the amount of $5,000 

_ * Not printed. re oo
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against the Dominican Government for the murder last year of 
Eduardo Colom y Piris, an American citizen, I have the honor to 
report that in conversation with the Minister of Foreign Affairs 
today I referred, as reported in greater detail in my despatch No. 
18038 of today,** to the number of cases affecting the personal rights of 
American citizens, which had not been satisfactorily settled by the 
Foreign Office. The Colom y Piris case was mentioned incidentally 
in this connection. The Minister of Foreign Affairs, without refer- 
ring explicitly to this case, intimated that he was encountering diffi- 
culty in formulating the position of the Dominican Government as 
to it. He gave me quite clearly to understand that the difficulties 
in question were related to the attitude of President Trujillo himself, 
though the Minister did not say so, and assured me that he would 
do his best to bring this matter to a satisfactory conclusion. 

Respectfully yours, H. F. Arruur ScHOENFELD 

439.11¢c Colom, Eduardo/46 

The Secretary of State to the Chargé in the Dominican Republic 
(Brown) 

No. 272 WasuIneron, September 8, 1934. 

Sir: The receipt is acknowledged of the Legation’s confidential 
despatch No. 1807 of August 8, 1934, with further reference to a claim 
in the amount of $5,000 against the Dominican Government for the 
murder of Eduardo Colom y Piris. Note is made of the statement 
regarding the difficulties that have been encountered in obtaining a 
settlement of this case. 

Without in anywise compromising the Minister of Foreign Affairs, 
would it be possible for you discreetly to ascertain the basis for the 
supposed attitude of President Trujillo in regard to this case, in order 
that consideration inight be given to a practicable means of meeting 
the situation. In the meantime, it would seen desirable to press for 
a settlement of the claim upon every favorable opportunity. 

In this relation reference is made to a conversation between Assist- 
ant Secretary Welles and Sefior Don Rafael Brache, Minister of 
Finance, at the time of his visit to the Department a few weeks ago, 
in which Sefor Brache assured Mr. Welles that immediate and favor- 
able action would be taken on this claim by the Dominican Govern- 
ment, and you might discreetly mention this to the Minister of Foreign 
Affairs when discussing this case. 

Very truly yours, For the Secretary of State: 

SuMNER WELLES 

72 Not printed.
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439.11¢ Colom, Hduardo/49 

The Chargé in the Dominican Republic (Brown) to the Secretary 
of State 

No. 1916 Santo Domineo, September 26, 1934. 
[Received October 1. | 

Sir: With further reference to the Department’s confidential in- 
struction No. 272 of September 8, 1934, file No. 439.11-C. Colom, 
Eduardo/41 [46], and to the Legation’s despatch No. 1902 of Sep- 
tember 19, 1934,2° in regard to the claim against the Dominican Gov- 
ernment for the murder of Eduardo Colom y Piris, I have the honor 
to report that I again spoke to the Minister of Foreign Affairs today 

in regard to the case. 
Ledo. Logrofio stated that he was preparing a draft of a note in 

the matter for submission to the President for the latter’s approval 
and that he believed the note would be transmitted to the Legation 
before October 3 next. It will be recalled that Lcedo. Logrofo has 
made similar promises on several previous occasions. 

He indicated that the note would probably be brief and would only 
contain an acknowledgment of the Legation’s note of April 4 and a 
statement to the effect that the Dominican Government, in paying the 
indemnity, did so to comply with what might be considered interna- 
tional obligations, although the Government would admit no respon- 
sibility in the matter. He added that in his opinion the responsi- 
bility of the Dominican Government in this case was not of greater 
import than would be the responsibility of a householder whose 
servant broke a window in a neighboring house. He stated that he 
had discussed the matter with the President on the evening of Sep- 
tember 20 and that the President’s views concurred with what he had 
just told me. It would appear that the Dominican Government may 
be having difficulty in expressing an admission, and at the same time 
a denial, of responsibility in the matter. 

In a general way, I gathered that the difficulty encountered by 
the Minister of Foreign Affairs in formulating a note to the Legation 
may also be concerned with the fear that, in answering the Legation’s 
note of April 4, the Dominican Government might imply complicity 
of the higher authorities in the death of Colom y Piris, a serious 
matter, whereas the Dominican Government apparently considers the 
killing of Colom y Piris as an unauthorized act of a subordinate 
official of the Government, and therefore, a minor matter, not involv- 
ing the responsibility of the higher authorities to an appreciably 
greater extent than the killing of Colom y Piris by a private person 
would have involved their responsibility. 

” Despatch No. 1902 not printed.
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The Minister of Foreign Affairs went on to say, with general 
reference to the Colom y Piris case, that a matter of major importance 
to the Dominican Government, that of its funded debt, which had 
been pending, he said, for a year and a half, had necessarily influenced 
the Government’s attitude toward other matters which he classed as 
of secondary importance. This rather frank statement on the part 
of Ledo. Logrofio again confirms previous reports by the Legation 
that action was intentionally delayed on matters pending between our 
Government and the Dominican Government, owing to the presumed 
lack of attention on the part of our Government, which the Dominican 
Government appears to have believed should have been given by our 
Government, to expediting the negotiations concerning the Dominican 
funded debt. 

While what I have been able to learn would not appear to be con- 
clusive, the supposed attitude of President Trujillo in regard to the 
Colom y Piris case has probably been of a two-fold nature. It was 
probably based in part, until the termination of the debt negotiations,®° 
on his unfavorable general attitude toward matters pending between 
our Government and the Dominican Government because of the delay 
in obtaining a re-adjustment of the service of the funded debt, satis- 
factory to the Dominican Government. In addition, however, his 
supposed attitude in regard to the case, from the beginning of it, 
has probably been based in large part on his desire not to acknowledge 
the responsibility of the Dominican Government. 

Respectfully yours, JAMES E. Brown, Jr. 

'  489.11¢ Colom, Eduardo/59 

The Secretary of State to the Chargé in the Dominican Republic 
(Brown) 

No. 278 Wasuineron, October 24, 1984. 

Sir: The receipt is acknowledged of your confidential despatch No. 
1916 of September 26, 1934, with further reference to the claim against 
the Dominican Republic for the murder of Eduardo Colom y Piris. 

Since it appears from your despatch that the Dominican Govern- 
ment might pay the claim if it could be done without an admission 
of legal liability on its part, you are requested informally to advise 
the Minister for Foreign Affairs that the Department would be 
disposed to consider the matter concluded by payment of $5,000 as a 
solatium and without regard to the question of legal liability. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

*° See pp. 189 ff.
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439.11¢c Colom, Eduardo/63 

The Chargé in the Dominican Republic (Brown) to the Secretary 
of State 

No. 2008 Santo Dominco, November 17, 1934. 
[Received November 26. | 

Sir: With reference to the Department’s confidential instruction 
No. 278 of October 24, 1934, (File No. 489.11 C Colom, Eduardo/52 
[69]), and to the Legation’s confidential despatch No. 1976 of October 
31, 1934,* concerning the claim against the Dominican Republic for the 
murder of Eduardo Colom y Piris and concerning the Department’s 
instruction to me to advise the Minister of Foreign Affairs informally 
that our Government would be disposed to consider the matter con- 
cluded by payment of $5,000 as a solatium and without regard to the 
question of legal liability, I have the honor to enclose a copy with 
translation of a note from the Minister of Foreign Affairs, dated 
November 17, 1934, with which was transmitted a New York draft, 
also enclosed, in the amount of $5,000 payable to the order of the Secre- 
tary of State of the United States of America. There is enclosed, in 
addition, a copy of the Legation’s note of November 17, 1934, in ac- 
knowledgment of the note from the Minister of Foreign Affairs. 

The attention of the Department is respectfully called to the second 
paragraph of the note from the Minister of Foreign Affairs. 

For the Department’s information, I beg leave to report that on No- 
vember 12 I spoke about this matter to the Minister of Foreign Affairs 
and advised him informally, as I had previously advised the Under 
Secretary of Foreign Affairs on October 31, of our Government’s dis- 
position toward the case, in accordance with the Department’s instruc- 
tion under reference. The Minister of Foreign Affairs stated that he 
had been informed of the matter by the Under Secretary and that he 
would speak to the President about it at once. He added that he would 
let the Legation have an answer within a few days, as has been done. 

Respectfully yours, James E. Brown, JR. 

[Enclosure—Translation] 

The Dominican Minister for Foreign Affairs (Logrofio) to the 
American Chargé (Brown) 

Santo Dominao, November 17, 1934. 

Mr. Cuarcé p’Arrarres: I am pleased to enclose check number 42347, 
of The National City Bank of New York, of November 17, in the 

* Latter not printed. 
5 Not printed.
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amount of $5,000.00, issued to the order of the Honorable the Secre- 
tary of State of the United States. 

Said sum is to be furnished, in accordance with our conversations 
concerning the matter, as a generous aid of my Government to the 
legal representatives of the family of Mr. Eduardo Colom [y] Piris, 

of North American nationality, murdered at the city of San Pedro de 
Macoris in April of 1983 by a Dominican, a crime which the Govern- 
ment of the Republic was most prompt in lamenting and prosecuting 
and for which it has repudiated liability of any sort on every occasion. 

I am [etc.] Arturo LogroXa 

789736—52—-18



ECUADOR 

DISINCLINATION OF THE DEPARTMENT OF STATE TO AUTHORIZE 

REPRESENTATIONS ON BEHALF OF MISSIONARIES DENIED PERMIS- 

SION TO TAKE UP RESIDENCE IN ECUADOR 

322.1163/1 

The Minister in Heuador (Dawson) to the Secretary of State 

No. 1621 Qutro, November 12, 1934. 

| Received November 22. | 

Sir: I have the honor to advise the Department that Mr. George 
Kinkel, an American missionary residing in Guayaquil, has through 
the Consulate General inquired if the Legation can use its good offices 
with the Ecuadoran Government with a view to obtaining permission 
for three missionaries to reside in Ecuador. The circumstances as 
submitted to the Legation are as follows: 

Mr. Kinkel represents an organization known in Guayaquil as the 

Union Misionera Evangélica and which, according to my informa- 
tion, is maintained by the Gospel Missionary Union with headquar- 
ters in Kansas City. This organization desires to send to Ecuador 
as missionaries Miss Edith Kruse, Miss Mabel Alton, and Miss Alice 
Schlueter. The Ecuadoran Consulate General in New York, to which 
application was made for visas, stated that special permission would 
have to be obtained from the Ecuadoran Minister of Government. 
On October 19, 1934, Mr. Kinkel applied to the Minister of Govern- 
ment for the necessary permission in a communication in which he 
stated that, while his organization calls its representatives mission- 
aries, they are not “religiosos” (members of any religious order) ; 

and that they teach the poor to read, etc., giving them spiritual 
instruction concerning a better life. Under date of October 25, the 
Minister of Government informed Mr. Kinkel that he had telegraphed 
the Governor of Guayas authorizing the entrance of the three ladies 
in question for a period of forty days. 

Mr. Kinkel has requested the Consulate General to bring the matter 
to the attention of the Legation in the hope that authorization for a 
longer residence can be obtained. 

In reply, I have informed the Consulate General that the Legation 
is unable to take any action without instructions from the Department 
and that the circumstances are being brought to the Department’s 
attention. 
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Ecuadoran Legislation. 

It is presumed that the action of the Minister of Government in 
granting permission for only forty days was taken under a decree 
of September 22, 1927,1 which reads in translation as follows: 

Art. 1. It is declared that by Art. 5 of the Law of Worship (Ley 
de Cultos) there is definitively prohibited the immigration, individual 
or collective, of foreign religious persons (relzgiosos), whatever may 
be the Religious Community, Order, or Congregation to which they 

elong. 
Ark 2. It is likewise declared that the prohibition set forth in Art. 

6 of the said Law refers also to the foundation or establishment of 
Religious Communities, Orders, or Congregations and Novitiates in 
the towns where they did not formerly exist. 

Art. 3. The Minister of the Interior and Police, who is charged with 
the execution of the present Decree, may, in exceptional cases, permit 
the entrance of a foreign religious person (religioso) into the country 
for a period which shall not exceed forty days. 

The foregoing decree was issued for the purpose of clarifying 
Articles 5 and 6 of the Law of Worship of October 13, 1904, which 

read as follows: 

Art. 5. In conformity with the Constitution, the immigration of re- 
hgious communities is prohibited. 

Art. 6. The foundation of new religious orders is likewise prohibited 
as is also the novitiate for the future in convents providing for 
perpetual retirement or a contemplative life. 

As will be observed, Articles 5 and 6 of the Law of Worship refer 
specifically to religious communities or orders. Art. 1 of the decree 
of September 22, 1927, prohibits the immigration of “religiosos”, a 
word which in its broader sense may mean a “religious person” and 
is used more specifically as designating members of religious orders. 
That the decree is directed primarily against members of religious 
orders would seem to be indicated by the phrase “whatever may be 
the Religious Community, Order, or Congregation to which they be- 
long” as well as by the text of Art. 5 of the Law of Worship. How- 
ever this may be, it appears that in practice the Ecuadoran Govern- 
ment has interpreted the decree of September 22, 1927, as prohibiting 
the immigration of clerical persons, both regular and secular, and that 
the decree has been rather strictly enforced against the clergy of the 
Catholic Church. On the other hand, it seems that for many years 
Protestant missionaries have experienced little or no difficulty in 
entering Ecuador for residence. 

* Heuador, Registro Oficial, September 24, 1927, p. 4866.
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Attitude Towards Protestant Missionaries. 

The recent action of the Minister of Government in reply to Mr. 
Kinkel’s application would seem to indicate a change in the official 
attitude towards Protestant missionaries. 

I have discussed the matter with Mr. John D. Clark, a British sub- 
ject, who has resided in Ecuador for a number of years on behalf of 
the Christian and Missionary Alliance, of New York City. This is 
the most important of the Protestant missionary organizations repre- 
sented in Ecuador. Mr. Clark informs me that up to very recently 
persons sent to Ecuador for missionary work by his organization 
experienced no difficulty in obtaining visas from Ecuadoran consular 
officers in the United States and were admitted without question on 
arrival. He states, however, that in August of this year the local 
authorities in Guayaquil were criticized for having admitted without 
special permission Mr. Robert B. Brown, a member of the New York 
Board of the Alliance, who visited Ecuador temporarily, and whose 
admission as a tourist was subsequently authorized by the Minister 
of Government. Early in September, the Guayaquil authorities de- 
tained pending authorization of the Minister a missionary, Mr. D. F. 
Siemens, who had previously resided in Ecuador and was returning 
from a vacation in the United States. Mr. Siemens had been granted 
a visa by the Ecuadoran consular representative in Los Angeles and 
his readmission was eventually authorized by the Minister of 
Government. 

Mr. Clark believes that there is a tendency on the part of the au- 
thorities to interpret and apply existing legislation more strictly as 
respects Protestant missionaries. He said that this might be due to 
opposition to their activities on the part of either Catholics or 
Socialists. 

In discussing the matter with Mr. Clark, I made it very plain that 
I was merely seeking information and that he must not assume that 
the Legation would be in a position to take the matter up with the 

_ Ecuadoran Government. 

Conclusion. 

While it might appear that there is some room for argument as to 
whether Protestant missionaries are “religiosos” within the meaning 
of the decree of September 22, 1927, it is probable ** -_.. Ecuadoran 
Government will hold that the interpretation of Kcuadoran legisla- 
tion is a question for its decision and that, if it chooses to place restric- 
tions on the entrance of Protestant missionaries, it has the right to do 
so provided there is no discrimination as respects nationals of different 
countries. 

I am inclined to doubt if it would be advisable or serve any useful 
purpose for the Legation to make any representations, informal or
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otherwise, in behalf of Mr. Kinkel or in any other similar cases in 
which Protestant missionaries may be denied permission to reside in | 
Ecuador. 

In this connection, it may be recalled that, although a liberal, the 
present President of Ecuador was elected with the support of the 
Conservative Party which is ardent in its attachment to the Catholic 
Church. 

Respectfully yours, Witi1am Dawson 

322.1168/1 

The Secretary of State to the Minister in Ecuador (Dawson) 

No. 809 WasuHinoton, December 8, 1934. 

Sir: The receipt is acknowledged of your despatch No. 1621 of 
November 12, 1934, relative to the request for assistance from Mr. 
George Kinkel, an American missionary residing in Guayaquil, in 
obtaining permission for three missionaries to reside in Ecuador. 

In reply, you are advised that the Department is entirely in accord 
with your views that the interpretation of Ecuadoran legislation is a 
question for the decision of the Government of Ecuador and that, if 
the latter chooses to place restrictions upon the entrance of Protestant 
missionaries, it has the right to do so, provided there is no discrimina- 
tion as among the nationals of different countries, and that it would 
be inadvisable for the Legation to make any representations in behalf 
of Mr. Kinkel or in any other similar cases in which missionaries may 
be denied permission to take up residence in Ecuador. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES
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RECOGNITION OF THE MARTINEZ GOVERNMENT OF EL SALVADOR BY 

GUATEMALA, HONDURAS, AND NICARAGUA, AND BY THE UNITED 

STATES * 

816.01/344a : Telegram 

The Acting Secretary of State to the Secretary of State? 

WasHINGTON, January 3, 1934—2 p. m. 

2. We have in mind a plan for dealing with the abnormal situation 
in Central America arising out of non-recognition of the Martinez 
regime which we would like to submit for your comment and sugges- 
tions in the light of any talks you may have had at Montevideo. If 
you approve we will take it up with the President and, subject to his 
authorization, broach it in Central America. 

As you will recall, Martinez came into power in December, 1931, 
following a revolution. Having been Minister of War at the time of 
the revolution he was clearly barred from recognition under the terms 
of the Central American 1923 General Treaty of Peace and Amity.® 
The other four Central American states declined to recognize him, and 
the United States, while of course not a party to the Treaty, never- 
theless declined recognition, in line with our policy of supporting the 
efforts of the Central American states to discourage revolution in 
their countries. Salvador and Costa Rica both denounced the Treaty, 
their denunciation taking effect January 1 of this year. The Treaty, 
under its terms, remains in effect among the other three states. We 
are now advised that Costa Rica has recognized Martinez as of 

January 1. 
The plan we have in mind to deal with this situation is as follows: 

That agreement be reached between the Presidents of Guatemala, Hon- 
duras and Nicaragua providing in effect that, in view of the denunci- 
ation by Costa Rica and Salvador of the Treaty, and pending a re- 
vision of that Treaty, the three Presidents declare that their Govern- 

1 Wor previous correspondence, see section entitled ‘““Refusal of the United States 
To Recognize the Martinez Regime in El Salvador,” Foreign Relations, 1933, vol. 

" Pee Becretary of State was at Santiago, Chile, returning from Montevideo, 
Uruguay, where he had served as Chairman of the American delegation to the 
Seventh International Conference of American States, December 3-26, 19338. 

8 Conference on Central American Affairs, Washington, December 4, 1922- 
February 7, 1923 (Washington, Government Printing Office, 1923), p. 287. 
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ments, while regarding the Treaty as being in force with respect to the 
relations maintained by the three states with each other, do not regard 
it as being in force with respect to the relations of those states with 

Costa Rica and Salvador. Following the signature of such an agree- 

ment, the three Governments in question would extend recognition to 
the Martinez Government; the United States would extend recognition | 
simultaneously. The agreement between the three Presidents would 
also provide for the calling at a later date of another Conference of 
the Central American states to consider a revision of the General Trea- 
ty of Peace and Amity and such action relating to the other treaties 
signed in 1923 as might appear appropriate. It is our idea that this 
subsequent Conference should not be held in Washington. If the 
Central American states desired us to be present unofficially as ob- 
servers, we would of course be willing to do this and to assist in any 

way we appropriately could. 
Our thought is to broach this plan informally to President Sacasa 

of Nicaragua through Minister Lane, with the suggestion that Sacasa, 
if the idea appeals to him, either might put it forward as his own 
initiative with the Presidents of Guatemala and Honduras; or, if 
Sacasa preferred, Mr. Lane could visit Guatemala (Minister Hanna 
is absent) and suggest to President Ubico that he take the initiative 

in the matter. 
It would be our consistent purpose throughout the suggested nego- 

tiation to have the initiative taken by the Central American States 
and to have any suggestions emanating from us regarded as strictly 
confidential. Our participation in the matter, consequently, would 
be strictly behind the scenes. If the plan is carried out, the obvious 
advantages are the possibility of immediate recognition of the Govern- 
ment of Salvador by our own Government after such action had been 
taken by the other Central American Governments and subsequently 
the amendment of the principal treaties and conventions of 1923 in 
such a manner as experience has shown to be desirable to those of the 
Central American Governments as wish their continuance. 

Please cable your views. 
PHILLIPS 

816.01/347 : Telegram 

The Secretary of State to the Acting Secretary of State 

Sanirago, January 5, 1984—4 p. m. 
[ Received 4:26 p. m. |] 

For Phillips from Hull. Your January 3, 5 [2] p.m. I am 
interested in proposed Salvadoran recognition plans. There was no 
definite effort to bring out this matter at Montevideo. The Central
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American delegations did not undertake to discuss it with me to this 
end. The Salvadoran delegate did urge recognition and I indicated 
kind feelings toward his government but offered no definite comment 
on recognition. Sorry cannot offer any light. However, from this 
distance I can see no objection to submitting this to the President 
for his approval. 

Sailing from Valparaiso Saturday 8 p. m. 
Hui 

816.01/848 

The Assistant Secretary of State (Welles) to President Roosevelt * 

WasHINGTON, January 8, 1984. 

My Dear Mr. Presipent: I am submitting for your consideration, 
with the approval of the Secretary of State, who has been consulted 
by cable, a suggested procedure for arriving at the recognition of the 
present government of El Salvador by the United States. 

The Central American countries, meeting in Washington, in 1928, 
at the invitation of the Government of the United States, signed a 
Treaty of Peace and Amity, intended principally to discourage revolu- 
tion, in which, among other things, they agreed not to recognize as 
president, in the case of a Central American Government coming into 
power through a revolution or coup d’état, anyone who had been a 
leader of the revolution or coup @’état or who had held a cabinet office 
in the six months preceding the revolution or coup d’état. 

In December, 1931, a military revolt in El Salvador resulted in the 
elevation to the presidency of General Maximiliano Hernandez 
Martinez. Since General Martinez had been Minister of War until 
within two or three days prior to the revolution, the other Central 
American Republics declined to recognize him as President. In ac- 
cordance with a policy, already announced and well established, of 
supporting the Treaty, the United States also declined to recognize 

General Martinez. 
Subsequently, however, both El Salvador and Costa Rica denounced 

the Treaty in accordance with provisions contained therein, to take 
effect as of January 1, 1934, and on that date Costa Rica extended 
recognition to the government of General Martinez. His government 
is still unrecognized by Guatemala, Honduras, Nicaragua, and by the 

United States. 
In view of the denunciation of the Treaty by El Salvador and 

Costa Rica, it is suggested that the three remaining Central American 

*A photostatic copy of this letter, filed under 816.01/350, bears the notation, 
“OK FDR.”
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countries, to which the Treaty still applies, Guatemala, Honduras and 
Nicaragua, might agree among themselves to regard the Treaty as 
being in force with respect to the relations maintained by said three 
States with each other, but not in force with respect to the relations 
of those States with Costa Rica and El Salvador. Since the Treaty 
is the only obstacle to recognition of El Salvador, the agreement not 
to apply its terms to countries that have denounced it would be fol- 
lowed by the recognition of the present government of El Salvador 
by the three Central American countries mentioned, and by the 
United States. 

The agreement would also contemplate the calling, at some future 
date, of another conference of the Central American States to con- 
sider a revision of the General Treaty of Peace and Amity and such 
action relating to the other treaties signed in 1923 as might appear 
appropriate. It is believed that such a conference should be held in 
some other place than Washington; and that the United States should 
take no active or leading part in the proceedings, while holding itself 
ready to lend unofficial aid or counsel, in the role of an observer, if 
requested to do so by the Central American States. 

It is the intention, if the present plan meets your approval, to in- 
struct Minister Lane, in Nicaragua, to suggest it informally to Presi- 
dent Sacasa with the suggestion that the latter, if the idea appeals 
to him, put it forward as his own initiative with the Presidents of 
Guatemala and Honduras. 

It would be our purpose throughout the suggested negotiation to 
have the initiative taken by the Central American States and to have 
any suggestions emanating from this country regarded as strictly 
confidential. 

Reports from El Salvador indicate that General Martfnez has given 
his country a relatively efficient government and is strongly sup- 
ported by public opinion. His government has been recognized by a 
majority of the principal nations of the world. There are indica- 
tions that the three Central American Governments which have not 
recognized E] Salvador would be glad to extend recognition if they 
could do so consistently with their treaty obligations. The proce- 
dure suggested herein, by leading to the recognition of El Salvador 
by the three Republics of Central America which have withheld rec- 
ognition, and by the United States, would constitute another and im- 
portant step in the establishment of normal, friendly relations among 
all the nations of America. 

Faithfully yours, SUMNER WELLES
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713.1811/190 : Telegram 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

Manacva, January 8, 1934—8 p. m. 
[Received January 9—12: 56 a. m. |] 

2. Chargé d’Affaires of Honduras informed me confidentially this 
morning that he had been instructed by his Government to ascertain 
the point of view of Nicaraguan Government regarding Costa Rican 
denunciation of Central American treaty of 1923 and also to obtain 
the opinion of this Legation. Dr. Gomez Osorio added that he had 
conferred with President Sacasa and that both had the following 

impression : 

1. As under article 18 of treaty denunciations would not appear 
possible until January 1, 1934, no denunciation can take effect until 
one year after that date (January 1, 1935). 

2. Treaty is thereby violated by Costa Rican action but is not broken. 
I told Chargé d’Affaires that the interpretation of the terms of a 
treaty is outside of the province of this Legation. 

Prior to Chargé’s call I had made appointment to see President 
Sacasa on another matter at noon. He referred to having received 
telegram from Mrs. Sacasa, who flew to Tegucigalpa on Friday at 
the invitation of President of Honduras, stating that she had Just re- 
ceived an invitation to visit San Salvador on her return trip and 
proposed todoso. The President said that her telegram did not indi- 
cate whether invitation had been extended by President Martinez 
but that in any case visit would be purely private and should not be 
given any further significance. He said he did not propose to recog- 
nize the present government of El Salvador. (He said he had no 
official notification that Costa Rica had recognized General Martinez 
government.) He stated he considers that treaty is an assurance 
against revolutions and particularly against military coups d’état and 
as such should be kept in force, perhaps with such modifications as 
would enable all Central American countries to adhere in harmony 
with their respective constitutional provisions. He added that he is 
certain Guatemala and Honduras will act with Nicaragua in support- 
ing treaty. He expressed his regret that all Central American gov- 
ernments had not acted in identical manner, concerted action among 
them being in his opinion essential to their good relations with one 
another. The President’s statement regarding Nicaraguan attitude 
was voluntary on his part, I not wishing, in the absence of instruc- 
tions to the contrary, to have him infer from any question on my part 
that we expected Nicaragua to adopt any attitude different from that 
which has been maintained here. I did not mention to the Presi- 
dent my visit from Honduran Chargé d’Affaires.
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Foregoing repeated to other missions in Central America. 
With respect to reports regarding friction between Nicaragua and 

Honduras, Chargé told me he had given statement this morning to 
Associated Press that such reports are unfounded. The President 
likewise said that one reason for Mrs. Sacasa’s trip to Honduras was 
to give evidence of good relations existing. As Sandino’s so-called 
representative Dr. Zepeda has told me of possibility of armed conflict 
between the two countries it is possible that such a condition may 
be a pretext for his having requested 20,000 rounds of ammunition 
from the Government (General Somoza told me that he had learned 
confidentially that Sandino® would refuse to turn over any arms 
to Government on February 2, 1934). 

Foregoing paragraph repeated to Tegucigalpa. 

Lan 

816.01/349 : Telegram 

The Acting Secretary of State to the Minister in Nicaragua (Lane) 

WASHINGTON, January 9, 1984—2 p. m. 

2. Your 2, January 8, 8 p.m. It has come to our attention that 
the three Central American Governments which have not recognized 
the government of General Martinez in El Salvador would in fact be 
glad to extend recognition if they could do so consistently with their 
treaty obligations, thereby clearing up the anomalous situation which 
has so long existed in Central America and constituting another im- 
portant step in the establishment of normal friendly relations among 
all the nations of America. 

With the foregoing in mind you are instructed to approach Presi- 
dent Sacasa in strict confidence with the suggestion that he and the 
Presidents of Honduras and Guatemala might desire to reach an agree- 
ment more or less in the following terms: “In view of the denuncia- 
tion by Costa Rica and El Salvador of the General Treaty of Peace 
and Amity signed at Washington by the five republics of Central 
America on February 7, 1923, and pending a revision of that Treaty, 
the three Presidents signing this agreement declare that the Gov- 
ernments of the three States over which they respectively preside 
shall regard that Treaty as being in force with respect to the rela- 
tions maintained by said three States, with each other, but not in 
force with respect to the relations of those States with Costa Rica 
and El Salvador.” 

You may suggest to President Sacasa that if the plan appeals to 
him, he may wish to put it forward as his own initiative with the 
Presidents of Guatemala and Honduras. 

° See pp. 526 ff. — | a be



222 FOREIGN RELATIONS, 1934, VOLUME V 

It is contemplated that such an agreement between the three Presi- 

dents would clear the way for and be followed immediately by the 

recognition of the present government of El Salvador by the three 

Central American Governments and the United States acting 

independently. 
The agreement as indicated would contemplate the calling at some 

early date of another conference of the Central American States to 

consider a revision of the General Treaty of Peace and Amity and 

such action relating to the other treaties signed in 1923 as might ap- 

pear appropriate, as well as such other matters as might seem of 

common advantage. It is our thought that such a conference should 

be held in some place other than Washington and that the United 

States should take no active or leading part in the proceedings, while 

holding itself ready to lend unofficial aid or counsel in the role of an 

observer if requested to do so by the Central American States. 

In your conversations with President Sacasa, you should bear in 

mind that it would be our purpose throughout the suggested negotia- 
tion to have the initiative taken by the Central American States and 
to have any suggestions emanating from us regarded as strictly 

confidential. 
A strictly confidential intimation has been made to this Government 

by the Government of El Salvador of its desire to have a new Central 
American Conference called. We are likewise given to understand 
that the Government of Costa Rica would not actively oppose the 
holding of such a conference. In our judgment, should the present 
abnormal situation which exists with regard to the Government of 
El Salvador be terminated, the holding of the suggested Central 
American Conference in the manner above described would be of de- 
cided usefulness both to the Central American nations themselves and 
to the relations between the Central American nations and this 

Government. 
Please confer with President Sacasa at the earliest opportunity and 

report in full by cable. 
PHILLIPS 

816.01/354 : Telegram 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

Mawnacua, January 10, 1984—5 p. m. 
[Received January 11—2: 30 a. m.]| 

4. I took up with President Sacasa today the subject contained in 
the Department’s telegram 2, January 9, 2 p. m., and emphasized the 
desirability of the action being initiated by him. He said that the 
proposal had his enthusiastic approval and that he would immediately 
consult a few close advisers to make certain that there would be no
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legal objections and then inform me as to the specific steps he would 
propose to take. His present intention would be, he said, to send per- 
sonal representatives, one to Tegucigalpa and the other to Guatemala, 
to obtain the reaction of the respective Presidents and if favorable 
then to make public a telegram to those Presidents setting forth the 
proposal. He stated that he is certain that the President of Guate- 
mala will agree and is fairly confident that President of Honduras 

will concur. 
He made, however, the following suggestions: 

(1) That following phrase be amended “but not in force with re- 
spect to the relations of those states with Costa Rica and El Salvador” 
as he appears to feel that the specific reference to Costa Rica and El 
Salvador might cause unnecessary irritation and thus serve to hinder 
successful culmination of plan. He likewise suggested that something 
to the following effect be added “they propose the calling at some early 
date of another Conference of the Central American States to consider 
a revision of the General Treaty of Peace and Amity and such action 
relating to the other treaties signed in 1923 as might appear appro- 
priate, as well as such other matters as might seem of common 
advantage”. 

(2) That he be authorized to have his representatives orally inform 
the Presidents of Guatemala and Honduras that his proposal has been 
discussed with me and that I have given him to understand that it 
meets with the Department’s approval and that our Government will, 
acting independently, recognize the present Government of El Sal- 
vador immediately following or simultaneously with the recognition 
by Nicaragua, Honduras and Guatemala. He states, I think with 
reason, that Honduras and Guatemala will immediately wish to know 
our attitude and that much time will be gained by his being able to 
give that assurance at the start. Because of discussion which has al- 
ready begun in the press of possible recognition of El Salvador by the 
three Governments concerned and by the United States, he stated 
he considers the element of time to be essential; otherwise the negotia- 
tions may be seriously jeopardized by editorial comment. I concur. 
The press of today contains despatches from Panama indicating possi- 
bility of Conference of Central American countries there. As Panama 
is in public mind generally identified with United States influence, I 
think that perhaps an unfavorable impression would be created were 
conference to be held there. I respectfully suggest Mexico City would 
be an admirable meeting place. Such a choice would serve to disarm 
the suspicions which have existed there regarding our aims in Cen- 
tral America and might tend to bring about closer cooperation with 
Mexico on matters affecting this continent. 

T should be grateful to have at, the earliest possible moment an 
expression of the Department’s views of the President’s suggestions 
(1) and (2). The President assured me that he appreciates the con- 
fidential nature of this matter. 

. LANE
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816.01/355 : Telegram 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

Manacua, January 11, 1934—10 p. m. 
[Received January 12—11: 25 a. m.] 

6. My 4, January 10,5 p.m. When I called on the President this 
morning he showed me a rough draft of an agreement, a protocol 
which he proposed to submit through a confidential representative 
first to the President of Salvador and then to Presidents of Honduras 
and Guatemala. Costa Rica having recognized Salvador and having 
officially since confirmed a letter of December 23, 1932, from Minister 
of Foreign Affairs to Minister of Foreign Affairs of Nicaragua, that 
it favored the calling of a conference for revision of treaty of 1923, 
the approval of the Government of Costa Rica would not in President 
Sacasa’s opinion seem necessary at the outset although he stated he 
would advise that Government later as a matter of courtesy. 

This evening subsequent to my telephone conversation with Assist- 
ant Secretary Welles I had a further conference with the President 
and told him that his proposed agreement with certain changes (to 
which he acquiesced) met with our approval in principle and that his 
representative was at liberty to advise the other interested Govern- 
ments, orally and confidentially, that President Sacasa’s proposal has 
our approval and that we are prepared to recognize present Govern- 
ment of Salvador as soon as recognition is accorded by Guatemala, 
Honduras and Nicaragua. 

The President’s proposed agreement, as amended at an interview 
this evening, which he emphasized was roughly drawn is substan- 
tially as follows (obviously the language is imperfect in several in- 
stances from a legal point of view but I considered it wise to refrain 
from objecting as long as the principle were obtained) : 

“In view of the fact that the General Treaty of Peace and Amity 
is in full force with respect to Guatemala, Honduras and Nicaragua 
and that having been denounced by El Salvador and Costa Rica has 
ceased to be in effect with respect to relations between the first three 
and the last two, and it being of the greatest importance for the peace 
of Central America that the Treaty be revised, the following is 
agreed upon to be published : 

1. The Governments of Guatemala, Honduras and Nicaragua shall 
immediately recognize the Government of El Salvador over which 
General Martinez presides. | 

2. The Governments of Central America shall accredit representa- 
tives to the conference which will take place for the purpose indicated.” 

The President said that his present intention would be to send as 
his representative his cousin Senator Crisanto Sacasa Saturday morn- 
ing by airplane to San Salvador and thence to Guatemala and Teguci- 

galpa. He promised to keep me advised of developments, 
. Lane
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816.01/355 : Telegram 

The Acting Secretary of State to the Minister in Nicaragua (Lane) 

WaAsHINGTON, January 12, 1934—5 p. m. 

4, Your 6, January 11,10 p.m. The Department is deeply grati- | 
fied by the approval by President Sacasa of the friendly suggestion 
offered. 

The form of the agreement as proposed by President Sacasa appears 
satisfactorily to provide for the desired objectives. 

In view, however, of the fact that the Governments of Guatemala 
and Honduras, together with the Government of Nicaragua, are the 
participants in the proposed agreement, it would seem to the Depart- 
ment better policy for the representative of President Sacasa first to 
visit the President of Guatemala and the President of Honduras be- 
fore discussing the question at issue with President Martinez. It is 
feared that possible friction might develop if Senator Sacasa entered 
into his proposed conversation with President Ubico after discussion 
with President Martinez. Please convey this suggestion tonight to 
President Sacasa informally and explain to him fully the reasons 
behind it. 

Please express to President Sacasa the Department’s appreciation of 
his offer to keep you advised of developments and advise him of the 
interest with which we shall follow the course of the negotiations. 

PHILLIPS 

816.01/355 : Telegram 

The Acting Secretary of State to the Chargé in Guatemala (Lawton)® 

WASHINGTON, January 12, 1934—5 p. m. 

1. President Sacasa has undertaken as of his own initiative to sug- 
gest that he and the Presidents of Honduras and Guatemala reach an 
agreement substantially as follows: 

“In view of the fact that the General Treaty of Peace and Amity is 
in full force with respect to Guatemala, Honduras and Nicaragua and 
that having been denounced by El Salvador and Costa Rica has ceased 
to be in offect with respect to relations between the first three and the 
last two, and it being of the greatest importance for the peace of Cen- 
tral America that the Treaty be revised, the following is agreed upon 
to be published : 

1. The Governments of Guatemala, Honduras and Nicaragua shall 
immediately recognize the Government of El Salvador over which 
General Martinez presides. 

2. The Governments of Central America shall accredit representa- 
tives to the conference which will take place for the purpose indicated.” 

* The same telegram was sent, January 12, 5 p. m., to the Minister in Honduras, 
as telegram No. 1, and to the Minister in Costa Rica, as telegram No. 1.
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Announcement of this agreement would be followed immediately by 
the recognition of the present Government of El Salvador by the three 
Central American Governments and by the United States acting inde- 
pendently. The proposed agreement also contemplates the calling at 
an early date of a conference of the Central American States to con- 
sider matters of common interest. 

President Sacasa intends sending as his representative his cousin, 

Senator Crisanto Sacasa Saturday morning by airplane to Guate- 
mala, Tegucigalpa, and San Salvador. He has been authorized 
through the American Minister in Managua to permit his representa- __ 
tive to advise the other interested Governments, orally and confiden- 
tially, that his proposal meets with the approval of this Government 
and that the United States is prepared to recognize the present Gov- 
ernment of Salvador as soon as recognition is accorded by Guatemala, 
Honduras and Nicaragua. You may confirm this understanding if 
you are approached by the President or Minister of Foreign Affairs in 
the matter. 

In the opinion of President Sacasa, since Costa Rica has recognized 
Salvador and has since officially confirmed a letter of December 23, 
1933, from her Minister of Foreign Affairs to the Minister of Foreign 
Affairs of Nicaragua, that it favored the calling of a conference for 
a revision of the Treaty of 19238, the approval of the Government of 
Costa Rica would not seem necessary at the outset, although President 
Sacasa intends to advise the Costa Rican Government later as a matter 
of courtesy. 

PHILLIPS 

816.01/358 : Telegram 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

. Manacova, January 13, 1934—1 p. m. 
) [Received 5:20 p. m.] 

8. Following is translation of proposed protocol to which I am 
referring in my 9, January 13, 3 [2?] p. m.’ 

“The undersigned Presidents of the Republics of Central America 
in view of the fact that, although the General Treaty of Peace and 
Amity signed in Washington on February 7, 1928, is still in effect with 
respect to the Republics of Guatemala, Honduras and Nicaragua, the 
Republics of Costa Rica and El Salvador which have denounced it 
are freed from the obligations contracted in (adhering to) it, and 
Wuereas: In this situation it is of obvious importance to remove 

every obstacle which might obstruct the cultivation of the frankest and 
most cordial relations between the Governments of the five Republics, 
traditionally united by indissoluble bonds of confraternity, and it is 

"Infra.
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likewise necessary to conclude, in place of said Treaty of Peace and 
Amity, another of similar character in which there may be eliminated 
the inconveniences which experience has brought to hght in the former, 
therefore, agree to the following: 

1. The Governments of Guatemala, Honduras and Nicaragua, shall 
simultaneously grant recognition to the Government in the Republic 
of El Salvador presided over by General Maximiliano Hernandez 
Martinez, once this agreement has been signed by the five Presidents. 

2. With the purpose of agreeing upon a new General Treaty of 
Peace and Amity between the five Republics of Central America, there 
shall be held a conference of delegates of their respective Governments, 
with full powers, which shall meet in the City of (blank) and inaugu- 
rate its sessions in the month of (blank) next. 

8. It is understood that so long as the new treaty does not enter into 
effect, Guatemala, Honduras and Nicaragua shall continue to be bound 
by the above-mentioned Treaty of Peace and Amity concluded in 
Washington. 

Signed, in five originals, as follows: 
In Guatemala, January (blank), 1934, (space for signature) Presi- 

dent of the Republic of Guatemala (space); in Tegucigalpa, January 
(blank), 1934, (space for signature) President of the Republic of 

onduras (space); in Managua, January (blank), 1934, (space for 
signature) President of the Republic of Nicaragua (space); in San 
Salvador, January (blank), 1934, (space for signature) President of 
the Republic of El Salvador (space) ; in San José de Costa Rica, Jan- 
uary (blank), 1934, (space for signature) President of the Republic of 
Costa Rica.” 

LANE 

816.01/356 : Telegram 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

Manaacva, January 13, 1934—2 p. m. 
[Received 10: 37 p. m.] 

9. Department’s 4, January 12, 5 p. m., does not appear to have been 
filed until 11:09 last night and was consequently not received here 
until this morning. 

The President whom I left just before noon told me that the proce- 
dare contemplated is as follows: 

1. Senator Sacasa was to leave for San Salvador about noon (have 
ascertained from Pan American Airways that he actually did leave). 
Senator is to thank General Martinez for kindness to Mrs. Sacasa on 
her recent trip and to say that he is also proceeding to Guatemala and 
Honduras to confer with respective Presidents with a view to obtain- 
ing closer cooperation among Central American states having in mind 
revision of general treaty of 1923 and that he will confer further 
General Martinez on his return trip. (Protocol to be signed is not 
to be shown to anybody in El Salvador until it has been signed by 
Presidents of Guatemala and Honduras). | 

789736—52——19
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3. [ste] Senator is to proceed from San Salvador to Guatemala to- 
morrow morning by plane and submit unsigned copy of protocol to 
President Ubico (translation of text as signed by President Sacasa 
yesterday has been transmitted in my 8, January 13, 1 p. m.). If 
Ubico approves the text, signed original is then to be offered him for 
his signature (since seeing the President he has sent me word that 
President Ubico has telegraphed he will be glad to receive the Senator 
tomorrow morning). 

4. If signed in Guatemala similar procedure is then to be followed 
in Tegucigalpa, San Salvador and San José in that order. 

As the procedure outlined does not envisage the discussion of the 
question at issue with President Martinez until Senator Sacasa has 
interviewed Presidents Ubico and Carias it would seem that the sug- 
gestion made in the Department’s telegram under acknowledgment 
is to be followed. President Sacasa told me, however, that he is fully 
alive to the danger of the agreement being frustrated because of fric- 
tion between President Ubico and General Martinez and that he ac- 
cordingly had instructed his cousin to deal with each in the most tact- 
ful manner so as to avoid injuring their susceptibilities. 

The President suggested that it would be helpful if our representa- 
tives in Guatemala exert informal good offices with the respective Gov- 
ernments explaining our position in order to facilitate the mission of 
Senator Sacasa. I told him I would transmit his suggestion to the 
Department. 

In regard to my inquiry as to whether it would be legally possible 
for the five “Presidents of the Republics of Central America” to sign, 
as such, an agreement prior to the recognition of General Martinez by 
Nicaragua, Guatemala and Honduras, the President said that the 
protocol is intended to be a private arrangement between the five. 

LANE 

816.01/359 : Telegram 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

Mawnacova, January 14, 1934—midnight. 
[Received January 15—10: 10 a. m.] 

11. My 9, January 13,3 [2?] p.m. At President Sacasa’s request I 
called on him at 10 o’clock tonight. He showed me what purported to 
be true reading of cipher message from Crisanto Sacasa in Guatemala 
stating that “President Ubico desires a direct suggestion from the De- 
partment of State and is ready to consult”. The President said that 
he had instructed Senator Sacasa in reply to await in Guatemala the 
result of the suggestions which he hoped the Department would make. 
He said that he considers it essential to the successful conclusion of the 
project that some word be sent by the Department to President Ubico
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immediately to the effect that the Department has learned of Presi- 
dent Sacasa’s plan and that the Department is in sympathy with it 
and hopes that General Ubico will agree thereto. (The President said 
that the foregoing telegram from Guatemala is the first word he has 
had from Senator Sacasa since his departure and accordingly does 
not know whether the document, translation of which was sent in my 
telegram 8,8 has yet been shown to General Ubico. For that reason 
the President expressed the belief that it would be advisable for the 
time being not to mention that document in any suggestion which the 
Department might see fit to make to Guatemala). 

The President said that the Congress of El Salvador sent to Nica- 
raguan Congress on Friday a message requesting that latter exert in- 
fluence on Nicaraguan Government to recognize General Martinez 
and that unless prompt action be taken by Guatemala, it may be 
thought that steps towards recognition will be as a result of congres- 
sional pressure. He said he wished to avoid this impression being 
created. He expressed the hope that 1t might be possible for the De- 
partment to talk by telephone to President Ubico tomorrow (Mon- 
day) thus enabling Senator Sacasa to proceed to Tegucigalpa Tues- 
day. If it would be impracticable to talk directly with General Ubico 
he suggested that American Chargé d’Affaires at Guatemala be in- 
structed to acquaint the President at once with our attitude. 

The President repeated the suggestion made to me Saturday, as re- 
ported in my 9, January 138, 3 p. m., that Minister Lay be apprised of 
our attitude so as to be in a position to advise President Carfas. 

LANE 

816.01/355 : Telegram 

The Acting Secretary of State to the Chargé in Guatemala (Lawton) 

WasHINGTON, January 15, 1934—1 p. m. 

3. Department’s telegram No. 1, January 12,5 p.m. Please inform 
President Ubico immediately that the Department is informed con- 
cerning President Sacasa’s plan, is in sympathy with it, and hopes that 
President Ubico will agree to it. 

| | PHILLIPS 

816.01/356 : Telegram 

The Acting Secretary of State to the Minister in Nicaragua (Lane) 

WasHINGTON, January 15, 1934—1 p. m. 

5. Legation’s telegram, No. 9, January 13,2 p.m. The Department 
on January 12 authorized the Legations at Guatemala City, Teguci- 
galpa and San José, in the event they were approached in the matter, 

§ January 18, 1 p. m., p. 226.
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to confirm the understanding that you have authorized President 
Sacasa to permit his representatives to advise the other interested Gov- 
ernments, orally and confidentially, that his proposal meets with the 

approval of this Government, and that the United States is prepared 
to recognize the present Government of El Salvador as soon as recogni- 
tion is accorded by Guatemala, Honduras and Nicaragua. 

PHILLIPS 

816.01/359 : Telegram 

The Acting Secretary of State to the Minister in Nicaragua (Lane) 

WASHINGTON, January 15, 1934—2 p. m. 

6. Your 11, January 14, midnight, first paragraph. Legation in 
Guatemala City has been instructed to communicate with President 
Ubico in the sense suggested. 

PHILLIPS 

816.01/360 : Telegram 

The Chargé in Guatemala (Lawton) to the Acting Secretary of State 

GuatTeMaLa, January 15, 1934—6 p. m. 
[Received January 16—12:10 a. m.] 

1. Your 1, January 12,5 p. m., and 3, January 15,2 [7] p.m. Acting 
Foreign Minister has just informed me that President Ubico is notify- 
ing President Sacasa at once that he agrees to his plan and will be glad 
to fix date for recognition announcement. Apparently Crisanto 
Sacasa gave President Ubico the impression that the plan was sug- 
gested to President Sacasa by the American Government which at first 
caused unfavorable reaction as President Ubico felt that if the sug- 
gestion came from Washington it should have been made to him rather 
than to President Sacasa. However, I feel that I have corrected that 
impression by assurances that the plan was wholly initiated by Nica- 
raguan Government. Acting Foreign Minister made clear that Guate- 
malan agreement was chiefly due to the Department’s sympathetic atti- 

tude toward plan. 
Repeated to Central American Missions. 

Lawton 

816.01/363 : Telegram 

The Minister in Costa Rica (Sack) to the Acting Secretary of State 

San José, January 16, 1934—2 p. m. 
[Received 4:47 p. m.] 

8. In accordance with suggestions contained in your telegram No. 1, 
January 12,5 p. m.,° I had occasion today to informally discuss Central 

° See footnote 6, p. 225. _. |
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American developments with President Jiménez and Foreign Minister 
Pacheco. Both expressed delight at President Sacasa’s activities and 

promised fullest Costa Rican cooperation. 
Repeated to Managua. 

Sack 

816.01/362 : Telegram 

The Chargé in El Salwador (McCafferty) to the Acting Secretary 

of State 

San Sauvapor, January 16, 1934—3 p. m. 
[Received 6 p. m.] 

2. I would appreciate information concerning the plan of the Presi- 
dent of Nicaragua for Salvadorean recognition mentioned in the tele- 
gram of January 15th 6 p. m., from the Legation in Guatemala to the 

Department.’° 
McCarrerTy 

816.01/365 : Telegram 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

Managua, January 16, 19384—5 p. m. 
[Received 10:36 p. m.] 

12. Information contained in Department’s telegrams 5, January 
15, 1 p. m., and 6, January 15, 2 p. m., was orally communicated to 
President Sacasa yesterday afternoon. This morning on receipt of 
Lawton’s January 15, 6 p. m., to the Department I called on the Presi- 
dent who said he was asked to send for me with regard to develop- 
ments in Guatemala. He referred to report from Guatemala pub- 
lished in press this morning to the effect that in political circles there 
it is considered that Guatemala will be an important factor in the 
problem of the recognition of El Salvador by the rest of Central 
America. I said that I had learned that apparently Crisanto Sacasa 
had given President Ubico the impression that the plan for the recog- 
nition of El Salvador had been suggested to the Nicaraguan Govern- 
ment by the United States Government. I urged that he instruct 
Crisanto Sacasa in the latter’s negotiations with the President of 
Honduras to be careful to prevent this impression from being created. 
The President said he would telegraph his cousin substantially as 
follows: 

“In your conversations with President Carias remember that the 
plan which was proposed by me and was then discussed with American 
Minister here, has the approval of the United States Government.” 

7 See last sentence of telegram No. 1, p. 230.
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I pointed out to the President that his plan, being different in various 
aspects from that suggested by the Department, may with truth be 
stated as being his. The President said he felt sure that his cousin 
did not give the impression, as reported in Lawton’s January 15,6 p.m., 
but that Ubico wished to take the credit for the proposal as the above- 

mentioned press report indicates. 
The President said that his cousin following the despatch of his 

telegram of January 14 (quoted in my 11, January 14, midnight) had 
apparently awaited the result of expected conversation between Ubico 
and the Department’s representative and had not as yet shown Ubico 
the draft protocol, although his instructions were to stress three points 

to Presidents Ubico and Carfas, (1) joint resolution [ recognition? | of 
El Salvador by Nicaragua, Honduras and Guatemala, (2) revision 

of treaty by all Central American countries, (3) maintenance of 
treaty by Guatemala, Honduras and Nicaragua until revised. 
Foregoing not repeated to Guatemala. 

Am sending supplementary telegram which am repeating to 

Guatemala. 
LANE 

816.01/366 : Telegram 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

Manacva, January 16, 1934—5 p.m. 
[ Received 9:50 p. m.| 

13. With reference to telegram of January 15, 6 p. m. from Chargé 
d’Affaires at Guatemala,“ President Sacasa showed me this morning 
what purported to be true readings of three code telegrams trans- 

mitted. 

1. From President Ubico dated January 15 stating that he had re- 
ceived Crisanto Sacasa and that in the interest of peace and in view 
of sympathy of Department of State with the project he would be 
glad to act with Honduras and Nicaragua in recognizing Government 
of E] Salvador; and requesting President Sacasa to fix a date for the 
recognition. 

2. To President Ubico dated today in reply to his telegram stating 
that Crisanto Sacasa was authorized to submit to him a draft of a 
private protocol and to reach a definite agreement with him. 

8. To Crisanto Sacasa dated today instructing him to submit draft 
protocol to Ubico. 

Repeated to Guatemala. 
LANB 

™ See last sentence of telegram No. 1, p. 230. .
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816.01/364 : Telegram 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

Manacua, January 16, 1934—6 p. m. 
[Received 10 p. m.] 

14. Informed by Nicaraguan Government officials that Honduran 
Chargé d’Affaires left for Tegucigalpa this morning by plane to set 
forth to his Government the views of President Sacasa in connection 
with the proposed recognition of El Salvador. 

With the exception of a talk which I had with him when I returned 
on January 9 his call of January 8 I have had no further conversa- 
tion with Gomez Osorio subsequent to that mentioned in my 2, Janu- 
ary 8,8 p.m. President Sacasa tells me that he has discussed his plan 
with him only in a general way, it being his idea that details shall 
be taken up with President Carias by his cousin, Senator Crisanto 
Sacasa, who has been discussing matters with President [of] Guate- 

mala. 
Repeated to Tegucigalpa. 

| LANE 

816.01/361 : Telegram 

The Secretary of State to the Acting Secretary of State (Phillips) 

S. S. “Santa Barpara,” January 16, 1934—7 p. m. 
[Received January 17—3:30 a. m.] 

98. I questioned Whitehouse * at Buenaventura about Salvadoran 
situation. He expressed the positive opinion that existing non-recog- 
nition policy had good effect in keeping down revolutions and should 
be preserved. He also stated that the present President of Salvador 
had no right to reelection under the Constitution without being out of 
office 6 months. He then suggested that if he were content to go out 
for 6 months and allow his successor under law to act in the mean- 
time and then secure his own election to the presidency our Govern- 
ment could properly recognize him and his Government. This for 
whatever it may be worth. Skinner Klee of Guatemala, Foreign Min- 
ister, strongly supports present non-recognition policy. 

ishene 

12 Sheldon Whitehouse, American Minister in Colombia.
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816.01/366 : Telegram 

The Acting Secretary of State to the Chargé in El Salvador 
(McCafferty) 

WASHINGTON, January 17, 1934—11 a. m. 

1. President Sacasa has undertaken as of his own initiative to sug- 
gest that he and the Presidents of Honduras, Guatemala and Costa 
Rica and the de facto President of EK] Salvador reached an agreement 
substantially as follows: 

[Here follows text of draft agreement quoted in telegram No. 8, 

January 18, 1 p. m., from the Minister in Nicaragua, page 226. | 
President Sacasa has sent his cousin, Crisanto Sacasa, as his repre- 

sentative to present the foregoing suggestion to the other Presidents of 
Central America. His plan is understood to be to visit Guatemala, 
Tegucigalpa, San Salvador and San José in the order named. The 
American Minister in Managua has authorized President Sacasa to 
permit his representative to advise the other interested governments 
orally and confidentially that his proposal meets with the approval of 
this Government and that the United States is prepared to recognize 
the present government of E] Salvador as soon as recognition is ac- 
corded by Guatemala, Honduras and Nicaragua. You may confirm 
this understanding if you are approached by the de facto President or 

Minister of Foreign Affairs in the matter during or subsequent to the 
visit of Dr. Sacasa’s representative to San Salvador. 

PHILLIPS 

816.01/414 

Memorandum by the Assistant Secretary of State (Welles) 

[| WasHineton,| January 17, 1934. 

The Minister of Guatemala called to see me this morning. He stated 
that he had just received a cable from his Government instructing him 
to confirm the statements made to President Ubico both by Senator 
Sacasa, the emissary of the President of Nicaragua, and by the Amer- 
ican Chargé d’Affaires in Guatemala that the United States Govern- 
ment favored the suggested proposal of the President of Nicaragua 
looking towards recognition of the Government of Salvador by the 
Governments of Guatemala, Honduras and Nicaragua, and subse- 
quently by the Government of the United States. 

I told the Minister that the attitude of the Government of the 
United States towards the initiative taken by President Sacasa was 
that indicated and that this Government strongly favored the pro- 
posal if it met with the common agreement of the Governments of
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Guatemala, Honduras, and Nicaragua as a means of normalizing con- 
ditions in Central America and avoiding a continuation of an ab- 
normal situation which might tend to create misunderstanding in Cen- 
tral America and which at the same time prevented a resumption of 
normal and friendly relations between Salvador and the United 

States. ¢ 
The Guatemalan Minister stated that President Ubico had in- 

formed him that he was entirely in accord with the idea of an agree- 
ment between the three republics for recognition of Salvador pro- 
vided the United States in fact approved the proposal. The Minister 
stated that in his opinion this was merely a first step and that this 
first step could be advantageous only if the five governments joined 
immediately thereafter in a Central American conference to agree 
upon the contractual relations which should exist between the five 
republics and to take the place of the relations entered into in 1923 
which had now been seriously modified by the fact that Costa Rica and 
Salvador are no longer parties to the 1923 treaty. 

The Minister spoke at some length regarding the satisfactory man- 
ner in which President Martinez had maintained order in Salvador 
and the manner in which he had at the same time provided for a 
very great measure of liberty of speech and of the press. He was 
insistent that the relations between his country and Salvador were 
entirely satisfactory and that the step which it was now proposed to 
take to enter once more into formal official relations was eminently 
desirable. 

He expressed his personal hearty approval of the proposal ema- 
nating from President Sacasa and of his complete identification with 
the point of view adopted by the Department of State. 

SlLumNner] W[E.es| 

816.01/368 : Telegram 

Lhe Chargé in Guatemala (Lawton) to the Acting Secretary of State 

GuaTemMaLa, January 17, 1934—5 p. m. 
[Received 8 p. m. | 

2. Referring to telegram from Minister at Managua January 16, 
’ p.m. Acting Foreign Minister has just informed me that Presi- 
dent Ubico and Crisanto Sacasa have agreed on January 25 for simul- 
taneous recognition. Minister likewise stated that he understands 
President Carias is in agreement with the plan but that he has not 

* See last sentence of telegram No. 13, p. 232.
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heard so officially. President Ubico and Crisanto Sacasa have not 
yet determined method of recognition nor have they agreed upon 
draft of protocol regarding Central American conference and treaty 
revision. Minister says this last may not be concluded before Janu- 
ary 25 and that Senator Sacasa may proceed to Tegucigalpa and 
return here later although date of departure has not yet been decided. 

Repeated to Central American Missions. 

Lawton 

816.01/371 : Telegram 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

Manacva, January 17,1934—10 p.m, | 
[Received January 18—5: 20 a. m.] 

15. At the request of the President I called on him this evening. 
He showed me two messages dated today from Guatemala, (1) from 
President Ubico stating that Crisanto Sacasa and he had agreed that 
recognition of El Salvador by Nicaragua, Guatemala and Honduras 
be made on January 25 and proposing that after recognition repre- 
sentatives of Nicaragua and Guatemala should confer in Guatemala 
to fix date for inviting to a conference delegates of those parties 
interested in Central American treaties; (2) from Crisanto Sacasa 
confirming agreement with Ubico as to January 25; stating that Ubico 
has discussed project with President Carias and that everything is 
arranged between them except fixing the date of recognition; sug- 
gesting that President Sacasa send a radio telegram to Carias imme- 
diately ; stating that Ubico thinks the suggested protocol unnecessary 
as the questions covered therein can be discussed by Nicaragua and 
Guatemala as soon as recognition is extended. 

The President in expressing his disapproval of the proposed modi- 
fication of his plan stated that the Ubico project would entail a vio- 
lation of the general treaty on the part of the three countries; that 
the recognition would have no purpose unless it be shown that the 
treaty remains in force between the three; and that the action pro- 
posed would destroy the idealism in the treaty. He expressed his 
fear lest Guatemala, once the recognition were granted, would not 
agree to the calling of a conference. The President said that he pro- 
posed tomorrow morning early to telegraph to (1) President Carias 
to await the arrival of Crisanto Sacasa, regarding whose trip he has 
been informed, before definitely committing himself, (2) President 
Ubico that the date proposed is entirely agreeable but requesting him 
earnestly to reconsider the Sacasa proposal because of the importance
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of the maintenance of the spirit of the treaty in keeping peace in 

Central America. 
President Sacasa requested me to suggest to the Department that 

telegraphic instructions be sent to our representatives in Guatemala 
and Tegucigalpa to express to the respective Governments the hope 
that they will support his proposal, providing for the maintenance 
of the treaty as between the three and for the calling of a conference 
of the five countries. I told him that I would be glad to transmit his 

request. 

Assuming that Crisanto Sacasa’s telegram correctly sets forth 
Ubico’s views (Ubico’s telegram appears to be silent as to the protocol 
and it is not clear, from what Lawton in his January 17, 5 p. m.* 
reports the Guatemalan Foreign Office as having said to him, whether » 
the Guatemalan Government objects to the terms of the protocol) it 
would seem unwise (1) not to include Honduras in the proposed pre- 
liminary talks regarding conference to discuss treaty and (2) for the 
three countries to grant recognition without appropriate reference to 
treaty of 1923. 

Repeated to Guatemala and Tegucigalpa. 

Sacasa appears to feel that he is entitled to Department’s full sup- 
port in sustaining his point of view with Honduran and Nicaraguan 
[ Guatemalan?| Governments because of suggestion made in Depart- 
ment’s 2, January 9, 2 p. m., and because of Department’s approval of 
his plan. Department’s telegram of January 12 to other Central 
American missions* indicating approval could obviously not have 
referred to Sacasa’s final plan which was first shown to me in com- 
pleted form on January 13 and transmitted [in] telegram No. 8.7° 

LANE 

816.01/380 : Telegram 

The Chargé in Guatemala (Lawton) to the Acting Secretary of State 

GUATEMALA, January 18, 1934—noon. 
[Received 4:30 p. m.] 

3. Telegram from Minister at Managua January 17, 10 p.m.” I 
inquired of Foreign Office this morning as to whether President 

Ubico objected to first part of Sacasa plan, namely, that immediately 
prior to recognition the three Presidents should announce their agree- 
ment on continued validity of Treaty as between themselves and on 

4 See last sentence of telegram No. 2, p. 235. 
*® See footnote 6, p. 225. 
%* January 13, 1 p. m., from the Minister in Nicaragua, p. 226. 
” See penultimate paragraph of telegram No. 15, supra.
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calling a conference of the five countries. I pointed out that, although 
I had as yet received no instructions as to how the Department would 
view recognition if this first step were omitted, the Department had 
expressed its sympathy with the plan as originally proposed by Presi- 

dent Sacasa and not with recognition alone. Acting Minister frankly 
admitted his Government was none too enthusiastic about the pro- 
posal but said President Ubico had agreed to recognition because he 
did not desire to stand out alone against the other Central American 
States and the United States. Once recognition was agreed upon 
Ubico had little interest in the other features of plan although he is 
willing to participate in Central American conference. He feels the 
spirit and principle of treaty are necessarily lost by recognition and 
that it is useless to try to justify it by an explanation beforehand. AI- 
though agreeing the treaty remains in force between Guatemala, 
Nicaragua and Honduras, since none of them have denounced it, he 
feels it is useless to pretend that recognition of Martinez is not a 
violation of its terms. Finally, although willing enough to partici- 
pate in a conference, it is evident that Guatemalan Government would 
not take a new or modified treaty very seriously. Notwithstanding 
these views Acting Foreign Minister promised to point out to the 
President the fact that a preliminary announcement in the sense in- 
dicated above was an essential feature of the Sacasa plan and to see if 
he would approve it. Decision on this point may not be reached until 
late this evening or tomorrow. 

Repeated to Managua. 
LAWTON 

816.01/371 : Telegram 

The Acting Secretary of State to the Chargé in Guatemala (Lawton) 

WASHINGTON, January 18, 1934—2 p. m. 

4. Reference Lane’s telegram to Department No. 15, January 17, 10 
p.m. Please see President Ubico immediately and say that the De- 
partment very much hopes that he will support Sacasa’s proposal as set. 
out in Sacasa’s draft protocol. 

For your information, Sacasa’s draft protocol reads as follows: 
[Here follows text of draft protocol as quoted in telegram No. 8, 

January 13, 1 p. m., from the Minister in Nicaragua, printed on 
page 226. | 

We agree with Lane’s reasons as set out in last paragraph of his 
No. 15. Moreover, we feel it highly advisable, for the best interests 
of the Central American states themselves, that the agreement be- 
tween the Presidents should provide definitely for the calling of a 
conference. For your information, Lane has reported that President
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Sacasa considers his protocol as a private arrangement between the 

five presidents. 
Please cable result of your talk with Ubico. If he has any objec- 

tions of substance to Sacasa’s protocol cable them in detail. 
PHILLIPS 

816.01/371: Telegram 

The Acting Secretary of State to the Minister in Nicaragua (Lane) 

WASHINGTON, January 18, 1934—2 p. m. 

8. Your 15, January 17,10 p.m. We have instructed Lawton to see 
Ubico at once and to say that we very much hope he will support 
Sacasa’s proposal as set out in the draft protocol. We stated that we 
agreed with your views as expressed in the fourth paragraph of your 
telegram under acknowledgment, and moreover thought it highly 
advisable in the interests of the Central American countries them- 
selves that the agreement between the Presidents should provide defi- 
nitely for the calling of a conference. 

After hearing from Lawton we will consider appropriate instruc- 
tions to Tegucigalpa. 

Please telegraph immediately to Legation at Tegucigalpa text of 
draft protocol as given in your No. 8, January 13, 1 p. m., explaining 
that this is the form which Sacasa has given to his proposal as out- 
lined in the Department’s telegram to Tegucigalpa No. 1, January 12, 
5 p. m28 and which the Department supports. We have repeated 
the text of the draft protocol to Guatemala. 

PHILLIPS 

816.01/379 : Telegram 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

Manaava, January 18, 1934—8 p. m. 
[ Received 6: 11 p. m.] 

16. My 15, January 17,10 p.m. The President having left sud- 

denly this morning for Leon to attend a funeral I called on his private 
secretary and on his brother Federico Sacasa jointly to ascertain latest 
developments and to acquaint them with the substance of Lawton’s 
January 17,5 p.m. They showed me paragraph 1 (telegram sent 
last night by President Sacasa to President Carfas) stating that Cri- 
santo Sacasa who had been unexpectedly delayed in Guatemala would 
soon proceed to Tegucigalpa to submit protocol to Carias and urging 
Carias to postpone definitive action on Ubico’s suggestion until he 
had had an opportunity to consult with Crisanto Sacasa. 

* See footnote 6, p. 225.
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2. Copy of air mail letter sent this morning by President Sacasa 
to President Carias enclosing copy of proposed protocol and urging 
necessity of Nicaragua, Honduras and Guatemala upholding prin- 
ciples of treaty and of agreeing to calling of conference to be attended 
by five Central American countries. 

Repeated to Tegucigalpa. 

LANE 

816.01/376 : Telegram 

The Minister in Honduras (Lay) to the Acting Secretary of State 

TEGUCIGALPA, January 18, 1934—6 p. m. 
[Received 11: 55 p. m.] 

2. Referring to Department’s telegram No. 1, January 12, 5 p. m.° 
and to telegram from American Legation at Managua to the Depart- 
ment January 17, 10 p. m. 

The private secretary of President Carias called at the Legation 
today to inquire on behalf of the President as to the attitude of the 
United States Government toward recognition of the present govern- 
ment of Salvador in accordance with the plan proposed by President 

Sacasa. I told him I was authorized to tell the President that my 
Government was prepared to recognize the present government of Sal- 
vador as soon as recognition is accorded by Guatemala, Nicaragua and 
Honduras. President Carias told me later that Crisanto Sacasa was 
expected here from Guatemala on January 20th and that while he 
(Carias) has agreed with President Ubico upon recognition of Salva- 
dor he will await arrival of Sacasa before deciding whether the Hon- 
duran Government would recommend according recognition before or 
after holding a conference to draft the proposed protocol. He seemed, 
however, to favor President Sacasa’s plan rather than the modification 
proposed by President Ubico. 

Repeated to Legations Guatemala and Nicaragua. 
Lay 

816.01/378 : Telegram 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

Manaaua, January 18, 1934—7 p. m. 

[Received 9 p. m.]| 

17. I have not communicated to Nicaraguan Government informa- 
tion contained in Lawton’s January 18, noon.” 

LANE 

* See footnote 6, p. 225. 
” See last sentence of telegram No. 3, p. 237.
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816.01/377 : Telegram | 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

Manacua, January 18, 1934—8 p. m. 
[Received 10: 30 p. m.] 

18. My 16, January 18,3 p.m. Private secretary to the President 
has just shown me decode of telegram from President Carias stating: 

1. He is awaiting arrival of Crisanto Sacasa to fix form of recogni- 
tion and to learn President Sacasa’s plan (this telegram apparently 
crossed Sacasa’s letter to Carfas of this morning). 

2. Ubico believes recognition should be made simultaneously Jan- 
uary 25. 

8. American Legation states that Washington will grant recogni- 
tion immediately thereafter. 

4, Awaiting President Sacasa’s reply. | 

| Repeated to Tegucigalpa. 
LANE 

816.01/381 : Telegram 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

Manacua, January 18, 1934—midnight. 
[Received January 19—3: 16 a. m. ] 

19. Department’s telegram No. 8, January 18, 2 p.m. In accord- 
ance with instructions have telegraphed [draft protocol? ] to Legation 
at Tegucigalpa in my January 18, midnight. 

LANE 

816.01/384 : Telegram 

The Chargé in Guatemala (Lawton) to the Acting Secretary of State 

GUATEMALA, January 19, 1934—1 a. m. 
[Received 9:10 p. m.] 

6. Your 4, Urgent, January 18, 2 p. m., received in its entirety Jan- 
uary 19,8 a.m. Have just had a long talk with President Ubico. 
Although personally against recognition he is willing to carry out 
the agreement to recognize Martinez January 25 and to join with Presi- 
dent Sacasa after recognition in inviting the five Central American 
Presidents to a conference to be held in Guatemala in February for 
the purpose of drawing up new treaties. He will not agree to enter 
into a private arrangement in the sense proposed by President Sacasa 
before recognition because he is afraid one or more of the Presidents 
parties to the agreement would, once recognition was accorded Mar- 
tinez, go back on their word and refuse to participate in the confer-
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ence. I asked him what difference there would be between that and 
a refusal by one or more Governments of the invitation to a confer- 
ence issued after recognition. He replied that in the latter case it 
would not matter as, if Martinez declined to participate, he would 
lose the sympathy of the other republics and become isolated. In 
other words, President Ubico does not want to bargain with Martinez 

about recognition. 
As to the necessity of referring to the 1923 treaty at the time of or 

prior to recognition, he feels that such reference is useless in so far as 
justifying the step in the light of the treaty is concerned. He does 
not understand how President Sacasa or the Department can feel 
that the treaty is not being violated. His position is that Salvador 
has not denounced the treaty and that it is still in force with respect 
to Salvador for all states that continue to be parties. He points out 
that the Salvadorean denunciation was effected by a government 
which, by the terms of the treaty itself, could not be recognized and 
that consequently such denunciation could not be valid for the other 
contracting states. Holding this view, he feels that any reference 
to the treaty in connection with the recognition of Martinez would be 
merely “eye wash” and would impress no one. However, he agrees 
that the treaty continues in force for Guatemala, Honduras and 
Nicaragua and he has no objection to the various Foreign Ministers 
pointing out that fact to the press at the time recognition is announced. 
Beyond that he will not go. 

President Ubico is definitely of the opinion that a new treaty 1s 
necessary to the peace of Central America; but he feels that in order 
to be effective such a treaty should provide sanctions in the form of 
collective investigation and, if necessary, force. He says that a treaty 
without such sanctions would be no more than a “scrap of paper”’. 
Incidentally that term has been used in the past few days by several 
Guatemalan officials all of whom are convinced, despite every explana- 
tion of the contrary view, that recognition of Martinez is a flagrant 
violation of the 1923 treaty. This attitude unfortunately carries 
with it a somewhat cynical conception of the American Government’s 
regard for international conventions and will inevitably lessen the re- 
spect in which any future Central American treaty of peace and 
amity is held, unless such treaty provides sanctions. Although many 
Guatemalan officials (not including the President or Acting Foreign 
Minister) feel that Martinez has done a good job and that it would 
be well to regularize relations with him, none of them feel that, in 
order to do so, it is worth while to violate as important an instrument 
for peace as the 1923 treaty. President Ubico, on the other hand, con- 
tends that Martinez actually is weaker today than formerly and he 
insists there is real danger of trouble in Salvador, especially if he is
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recognized. In answer to my inquiry as to whether, since he did 

not favor recognition of Martinez (although willing to accord it), 
he had any alternative suggestion, the President said that if it were up 
to him he would leave matters as they are. 

Of course it is evident that personal and political prejudices have 
much to do with the Guatemalan attitude; yet I feel certain there 
exists a real disillusionment over what is considered the sudden and 
somewhat casual manner in which it is proposed to break the terms 
of the 1923 treaty. It has been pointed out to me both by the Presi- 
dent and the Acting Foreign Minister that the United States played 
a leading part in obtaining acceptance of the treaty and that the course 
pursued by the various republics with respect to Martinez was mainly 
due to its strong urging. 

Repeated to Managua. 
Lawton 

816.01/354: Telegram 

The Acting Secretary of State to the Minister in Nicaragua (Lane) 

WASHINGTON, January 19, 1934—5 p. m. 

9. Your 4, January 10,5 p. m., penultimate paragraph. Westrongly 
doubt the advisability of Mexico City as meeting place. As long as 
Mexico adheres strictly to the Estrada Doctrine (and there is no indi- 
cation she will do otherwise) the holding of the Conference in Mexico 
would be tantamount to abandoning the principle (which the Central 
American states themselves are understood to be desirous of continuing 
in workable form) of discouraging revolutionary movements through 
the non-recognition of Governments coming into power by revolution. 
Moreover, Ubico’s antipathy for Mexico would raise a difficulty. 

As regards Panama, if the Central American states should agree on 
that city for a meeting place, we would not perceive any objection. 

PHILLIPS 

816.01/385 : Telegram 

The Minister in Nicaragua (Lane) to the Acting Secretary of State 

Mawnacua, January 19, 1934—8 p. m. 
[Received January 20 (?)—-12:12a.m.] 

20. The following telegram has been sent to the Department: 
20, January 19,8 p.m. After his return from Leén this afternoon 

the President showed me true readings of telegrams substantially as 
follows: 

1. From President Ubico filed at Guatemala at 8:26 this morning, 
stating he considers it unwise to insist upon preliminary protocol and 

789736—52——-20
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that it is better to be “correct and loyal” and even more important to 
treat one another as brother countries. 

2. To Ubico from President Sacasa, dated this evening in reply 
stating that he does not consider his plan indicates lack of correctness 
and loyalty nor that it implies conditional recognition of Martinez 
but rather that it tends to justify step without releasing parties con- 
cerned from terms of treaty. Telegram adds that Sacasa earnestly 
hopes that Ubico and he will adopt a concerted attitude together with 
Honduras and the Department. 

3. From Crisanto Sacasa from Guatemala saying that he fears 
failure due to lack of penetration there and because of desire on part 
of Guatemala “to maneuver cleverly” and not obtain anything in 
return for recognition. 

T have an appointment to see the President again tomorrow morning. 
Lawton’s January 19, 1 a. m.,74 which was received at 5 o’clock p. m. 
had not been deciphered as I called on Sacasa this evening. 

Repeated to Guatemala. 
LaNnE 

816.01/385 : Telegram 

The Acting Secretary of State to the Minister in Nicaragua (Lane) 

WASHINGTON, January 20, 1934—3 p. m. 

10. Your 20, January 19, 8 p. m., and Lawton’s January 19, 1 a. m. 
In view of apparent impasse reached by Crisanto Sacasa with Ubico 
please see President Sacasa and say that, in view of this and of the 
desirability of avoiding development of a situation which might 1m- 
peril the realization of President Sacasa’s plan, we suggest 1t would 
be advisable for President Sacasa to revert to the procedure originally 
in mind. This procedure, which involves an understanding between 
the Presidents of Nicaragua, Guatemala and Honduras that pending 
a revision of the 1923 Treaty they will regard it as being in force 
among each other but not in force with respect to the relations of those 
three states with Costa Rica and El Salvador, is apparently acceptable 
to Ubico. For instance, it is noted from Lawton’s January 19, 1a. m., 
that Ubico has “no objection” to the foreign ministers of the three 
states pointing out that the treaty continues in force for their states 
at the time recognition of El Salvador is announced. Ubico is willing 
to agree to recognize Martinez and after recognition to join in inviting 

the five states to a Conference. 
This procedure would safeguard the essential points of President 

Sacasa’s proposal, namely, maintenance of the treaty as between the 
three states and the calling of a conference of the five countries. 

71 See last sentence of telegram No. 6, p. 241.
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Of course the invitation to the Conference could appropriately be 
issued by the three states (including Honduras) who would reach 
agreement as to the meeting place. 
Apparently Ubico’s main difficulty is his unwillingness to join in an 

agreement signed by Martinez prior to extending recognition to the 
Martinez regime. It seems to us unwise to press him further on this 
point. 

PHILLIPS 

816.01/387 : Telegram 

The Minisier in Nicaragua (Lane) to the Acting Secretary of State 

Managua, January 20, 19834—midnight. 
[Received January 21—7 : 28 a. m. | 

21. Prior to the receipt of the Department’s 10, January 20, 8 p. m., I 

called on the President at 3 p. m., today and discussed with him the 
situation which has arisen as a result of the reported attitude of Presi- 
dent Ubico. President Sacasa stated that he is willing to make any 
reasonable concessions in order to satisfy Ubico provided that the 
principles contained in his proposal are not abandoned. President 
Sacasa 1s willing to meet Ubico’s views as follows: 

1. The Presidents of the three countries will agree to recognize Sal- 
vador simultaneously. President Sacasa suggests, however, that the 
date of recognition be delayed a week, as the time pending before Janu- 
ary 25 is very short and negotiation over some point may cause unex- 
pected further delay. 

2. Simultaneous with recognition, the Foreign Ministers of the 
three countries would make a statement to the effect that the treaty 
until revised continues in force for those states. (President Sacasa 
said that he would prefer it if the Presidents themselves should make 
the declaration but that he does not desire to make an issue on this 
point. A declaration by the Presidents would, in his opinion, have a 
stronger popular effect). 

3. The three Presidents will agree to the calling of a conference, to 
revise the treaty, to which Costa Rica and El Salvador will likewise 
be invited. (President Sacasa said that he would have no objection 
to the conference being held in Guatemala if that should be the feel- 
ing of the majority). 

I showed this telegram to President Sacasa at 10 p. m., who author- 
izes me to say that it correctly represents his views. The President 
would be grateful if the Minister at Tegucigalpa would show it only 
to Crisanto Sacasa who is due at Tegucigalpa Sunday noon. 

Repeated to Tegucigalpa and Guatemala. 

LANE
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816.01/388 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Managua, January 21, 1934—3 a. m. 
[Received 11: 45 a. m.] 

23. In my conversation with the President this afternoon prior to 
the receipt of the Department’s 10, January 20, 3 p. m., 1 expressed my 
personal view, pointing out that I had no authorization from the De- 
partment to say so, that Ubico’s objections seemed to me to be merely 
objections as to the form of the Sacasa plan. . . . I told him that I 
thought he could, without sacrificing the principles of his plan, grant 
concessions to Ubico. . . . On his agreeing to what I suggested per- 
sonally, I told him I would submit to him this evening (when he had 
an engagement to dine with us at the Legation) a draft of a telegram 
to the Department, I wishing to make certain that I would correctly 

represent his views. 
In the meantime the Department’s telegram 10, January 20, 3 p. m., 

arrived. 
Tonight my telegram No. 21, January 20, midnight, was shown to 

President and Federico Sacasa both of whom said that it represented 
President’s views and that it was substantially similar to instructions 
sent to Crisanto Sacasa today. 

I have emphasized to the Department the point, which may appear 
insignificant, that Sacasa agreed to accept Ubico’s reported views in 
principle prior to receipt of suggestions from Department (tonight 
T acquainted President with views contained in Department’s 10, Jan- 
uary 20,3 p.m.). Ihad in mind that Ubico would be flattered to think 
that he had compelled Sacasa to accept his point of view and that, on 
the other hand, Sacasa could feel with truth that he had generously 
granted concessions to Ubico. 

Lane 

816.01/389 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacva, January 21, 1934—11 p. m. 
[Received January 22 (%)—12:40 p. m.] 

24, Having in mind the very limited period of time prior to the 
proposed date of recognition (January 25), I spoke to the President 
this morning with a view to encouraging acceleration of negotiations. 
This afternoon the President showed me true reading of telegram 

sent this afternoon to Crisanto Sacasa in Tegucigalpa urging him that 
agreement be reached with President Carias today so that Crisanto
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Sacasa might then return to Guatemala to endeavor to consummate 
matter with President Ubico prior to January 25. 

Repeated to Guatemala and Tegucigalpa. 
Lane 

816.01/391 : Telegram 

The Chargé in Guatemala (Lawton) to the Secretary of State 

GUATEMALA, January 22, 1934—1 p. m. 
[Received 5:35 p. m.] 

8. This morning President Ubico showed me copies of telegrams 
he had sent to the Presidents of Nicaragua and Honduras indicating 
his agreement to the following procedure: 

1. Recognition on a day to be agreed upon; 
2, At the time of recognition the Foreign Ministers of the three 

countries to announce that the treaties remain in force for Guatemala, 
Honduras and Nicaragua; and _ , 

3. In February the three republics together to invite Salvador and 
Costa Rica to attend a conference to revise the treaties of peace and 
friendship. 

In these telegrams President Ubico suggested postponing recogni- 
tion for one week in view of the recent disturbances in Salvador; but 
he did not propose another date. He informed me that, in view of the 
developments in Salvador, it might be better to wait a few days before 
fixing another date. 

Repeated to Honduras and Nicaragua. 
Lawton 

816.01/390 : Telegram 

The Minister in Costa Rica (Sack) to the Secretary of State © 

San Jos&, January 22, 1934—2 p. m. 
[Received 3:45 p. m.| 

4. Costa Rican Government has invited Trueblood and myself to 
official dinner Tuesday night, January 23rd, in honor Salvadoran 
special mission. In light of telegram No. 1 of January 12, 5 p. m.,” 
signed Phillips, information requested immediately as to whether 
desirable we should accept. 

Sack 

* Hdward G. Trueblood, Third Secretary of Legation. 
8 See footnote 6, p. 225. . |
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816.01/392 : Telegram 

The Minister in Honduras (Lay) to the Secretary of State 

TEGUCIGALPA, January 22, 1934—2 p. m. 
[Received 9:11 p. m. |] 

8. The following telegram has been sent to the Legation at Managua. 

“January 22,11a.m. I showed your telegram of January 20, 12 
p. m.,2* to Crisanto Sacasa last night after he had a preliminary talk 
with President Carias. 

Senator Sacasa says that Ubico is in entire accord with President 
Sacasa; that a conference should be called to modify treaty, but Ubico 
believes that any statement to this effect made previous to or simul- 
taneous with recognition might give impression that recognition was 
being made contingent upon the calling of a conference to which Ubico 
was opposed. 

General Carfas sent a telegram yesterday to President Ubico with a 
view to reconciling differences in methods. 

Senator Sacasa feels that if date for recognition January 25 is post- 
poned suspicions will be aroused and discussions drawn out for a long 
time. 

I suggest that President Sacasa redraft his proposed plan quoted in 
' -your telegram of January 18, 12 p. m.,?” to conform with his concessions 

to Ubico mentioned in your telegram of January 20, 12 p. m.,” and 
any further ones to meet Ubico’s views on above point without aban- 
doning the principles contained in his proposal, and telegraph this 
plan modified as to methods to President Ubico and through Crisanto 
Sacasa to President Carfas. 

Repeated to Department.” 
Lay 

816.01/366 : Telegram 

The Secretary of State to the Chargé in El Salvador (McCafferty)* 

WASHINGTON, January 22, 1934—4 p. m. 

2. Department’s No. 1, January 17, 11 a.m. It now appears pos- 
sible that the form of agreement looking to the recognition of Mar- 
tinez will be altered. Do not discuss the protocol transmitted in the 
Department’s telegram quoted above with anyone and do not discuss 
the plan for recognition until the Department communicates to you 

the agreement finally reached. 
Hoy 

6 See last sentence of telegram No. 21, January 20, midnight, from the Minister 
in Nicaragua, p. 245. 

one telegram No, 19, January 18, midnight, from the Minister in Nicaragua, 
Dp. . 

22 The same telegram on the same date to the Minister in Costa Rica, except that 
reference is to Department’s telegram No. 1, January 12, 5 p. m.
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816.01/390 : Telegram 

The Secretary of State to the Minister in Costa Rica (Sack) 

WASHINGTON, January 22, 1934—5 p. m. 

38. Your 4, January 22,2 p.m. Inasmuch as we have not recognized 
the Salvadoran Government it would not be appropriate for you to 
accept. 

Huu 

816.01/395 : Telegram 

The Minster in Nicaragua (Lane) to the Secretary of State 

Manaeva, January 23, 1934—2 p. m. 
[Received 6:52 p. m.| 

25. I called on President Sacasa this morning and showed him tele- 
grams of January 22, 11 a. m., from Tegucigalpa ” and January 22, 
1 p. m., from Guatemala. He showed me (1) telegram from Presi- 
dent Ubico referred to in Lawton’s January 22, 1 p. m., (2) telegram 
sent by President Sacasa yesterday to Crisanto Sacasa in Tegucigalpa 
requesting latter to telegraph reaction of Carias as to procedure to be 
followed in order that telegram of Ubico might be answered, and 
(3) letter from Crisanto Sacasa dated January 22nd urging that 
there be no postponement of date of recognition. 

I pointed out that the telegrams which I had received indicated 
that Presidents Ubico and Carias are now in agreement with the pro- 
cedure outlined in President Sacasa’s talk with me on January 20 
(as transmitted in my 21, January 20, midnight) but that question of 
date of recognition appeared to be unsettled. On this point he said 
that while he would greatly prefer to adhere to date already suggested 
(January 25) he would be willing to abide by the wishes of Presi- 
dents Ubico and Carfas. (Crisanto Sacasa in his letter of January 
29, strongly urged the President not to permit anyone to influence 
him to delay recognition.) 

In the strictest confidence the President showed me a letter dated 
January 20 from General Martinez thanking him for sending Crisanto 
Sacasa to Guatemala and stating that recognition would be accorded 
January 25. In view of this apparent understanding on the part of 
Martinez, a postponement might be difficult to explain to him. 
Am repeating above to the Legations at Tegucigalpa and Guate- 

mala with the request that they telegraph me the date agreed upon. 

LANE 

° See telegram No. 3, January 22, 2 p. m., from the Minister in Honduras, p. 248. 
°° See last sentence of telegram No. 8, January 22, 1 p. m., from the Chargé in 

Guatemala, p. 247.
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816.01/396 : Telegram 

The Chargé in Guatemala (Lawton) to the Secretary of State 

GUATEMALA, January 23, 1934—5 p. m. 
[Received 8:18 p. m.] 

9. The following telegram has been sent to the Legation in Managua: 

“January 23,5 p.m. Your January 23, 3 [2?] p. m.* Foreign 
Office has just notified me that President Ubico agrees to recognition 
on January 25 in manner outlined in my 7 [8?], January 22, 1 p. m. to 
the Department. 

Repeated to Department and Tegucigalpa.” 

Lawton 

816.01/398 : Telegram 

The Minister in Honduras (Lay) to the Secretary of State 

TercucieaLpa, January 24, 1934—10 a. m. 
[Received 2:20 p. m.] 

4, President Carfas has just informed me that he has agreed with 
President Ubico to recognize January 25 in manner outlined in Law- 
ton’s telegram No. 7 [8?] of January 22, 1 p. m.” 

I understand from President Carias and Senator Sacasa that an- 
nouncements explaining why recognition is accorded may be made 
separately by each of the three countries as mentioned in the pre- 
amble in President Sacasa’s originally proposed protocol and Depart- 
ment’s telegram to me No. 1 of January 12, 5 p. m.,®* in such form and 
manner as each consider suitable. 

Repeated to Managua and Guatemala. 

Lay 

816.01/399 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Managua, January 24, 1934—noon. 
[Received 3 p. m.]| 

26. My 25, January 23,2 p.m. Minister for Foreign Affairs Ar- 
guello who returned yesterday from Montevideo informed me this 
morning that arrangements had been definitely made with Govern- 
ments of Honduras and Guatemala for recognition by the three Gov- 
ernments of El Salvador tomorrow morning, January 25. He said 

that to give the recognition “a more solemn character” President Sa- 

=“ See last paragraph of telegram supra. 
= See supra. 
** See footnote 6, p. 225.
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casa will, apart from sending telegram to General Martinez, issue a 
formal decree announcing recognition and referring to adherence of 

Nicaragua to the principles of treaty of 1923. 
Dr. Arguello stated that it is probable that conference to discuss 

revision of treaty will probably meet in Guatemala. 
Repeated to Guatemala and Tegucigalpa. 

Lane 

816.01/400 : Telegram CO 

The Chargé in Guatemala (Lawton) to the Secretary of State 

GUATEMALA, January 24, 1934—4 p. m. 
[Received 7:05 p. m.] 

10. Foreign Office informs me that everything is arranged for recog- 
nition of Martinez by the three republics tomorrow morning. The 
Guatemalan Foreign Minister will telegraph the Salvadoran Foreign 
Minister that recognition is accorded and the Foreign Office will at the 

same time give out a statement to the press. This last will point out 
that the 1923 treaty has been denounced by Costa Rica and Salvador 
but that it remains in force for Guatemala, Honduras and Nicaragua. 
President Ubico himself will make no statement. 

Repeated to Central American Missions. 
Lawton 

816.01/401 : Telegram OO 

The Minister in Honduras (Lay) to the Secretary of State 

TreucieaLpa, January 24, 1934—4 p. m. 
[Received 7:25 p. m.] 

6. My telegram No. 4, January 24,10 a.m. President Carias has 
informed me that besides sending telegram to Martinez he will tomor- 
row issue formal decree announcing recognition substance of which I 
will telegraph Department. Silverio Lainez now confidential agent 
will be accredited as Honduran Envoy Extraordinary and Minister 
Plenipotentiary to the present Government of Salvador. 

Repeated to Guatemala and Nicaragua. 
Lay 

816.01/402 : Telegram CO 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacva, January 24, 1934—10 p. m. 
[Received January 25—1:40 a. m.] 

27. The President has Just sent me draft of decree reading substan- 

tially as follows:
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1. Nicaraguan Government recognizes Martinez. 
2. Spirit of 1923 treaty maintained. 
3. Nicaraguan Government shall associate itself with Guatemala 

and Honduras in inviting other Central American republics to a 
meeting to revise 1923 treaty. 

4, Minister of Foreign Affairs shall immediately notify other Cen- 
tral American Foreign Offices of this decree. 

He proposes to present this to Cabinet tomorrow morning with the 
addition of several introductory clauses which point out that denunci- 
ation of treaty has created abnormal situation which it is desired to 
remedy and that treaty remains in force between Nicaragua, Hondu- 

ras and Guatemala until revised. 
He showed me copy of private letter today sent to General Martinez 

in reply to latter’s letter of January 20th (reported in my 25, January 
93,2 p.m.) which he said would take the place of telegram from him 
to Martinez regarding recognition. Telegram according recognition 
is to be sent by Minister of Gobernacién here to Minister of Goberna- 

ci6n San Salvador. 
Repeated to Central American Missions. 

Lane 

816.01/404 : Telegram 

The Chargé in Guatemala (Lawton) to the Secretary of State 

GUATEMALA, January 25, 1934—10 a. m. 
[Received 1: 50 p. m.] 

12. The Foreign Office has just sent me copies of the following: 

1. Telegram which was sent early this morning by Guatemalan 
Minister for Foreign Affairs to Salvadoran Minister for Foreign 
Affairs notifying him that Guatemalan Government has today recog- 
nized government headed by General Martinez and expressing the 
hope that this step will strengthen the cordial ties between the gov- 
ernments and peoples. The telegram contains no reference to treaties, 
Central American relations or the forthcoming conference. 

2. Statement already given to the press by the Foreign Office to 
the effect that Guatemala, Honduras and Nicaragua through a desire 
to normalize the situation in Central America and insure peace have 
determined to recognize the Martinez Government and reestablish 
diplomatic relations with Salvador. The statement further announces 
that the Governments of Guatemala, Honduras and Nicaragua will 
invite the Governments of Salvador and Costa Rica to participate in 
a conference to be held in February for the revision of the Treaty 
of Peace and Amity but it points out that the recognition of Martinez 
does not mean that the three Governments are withdrawing from the 
Washington treaties which they will maintain in effect until they are 
modified or broadened at the forthcoming conference. 

The telegram referred to in paragraph 1 was also made public. 
Repeated to Central American Missions. 

Lawton
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816.01/405 : Telegram 

Lhe Minister in Nicaragua (Lane) to the Secretary of State 

Managua, January 25, 1934—1 p. m. 
[Received 3:15 p. m.] 

28. My 27, January 24,10 p.m. The President has just shown me 
telegram sent by him to General Martinez this morning according 
recognition to the latter’s Government. 
Am telegraphing translation of decree as finally approved by Cabi- 

net this morning. Only change in decree which appears of any im- 
portance is in paragraph 2, words “spirit of” now omitted and “in 
force” added after “maintained”. 

Repeated to Central American Missions. 
LANE 

816.01/409 : Telegram re 

Lhe Minster in Honduras (Lay) to the Secretary of State 

Treucicatpa, January 25, 19384—1 p. m. 
[Received 5 p. m. | 

7. My telegram No. 6, January 24,4 p.m. President this morning 
showed me copy of resolution (acuerdo) issued today in which he 
announces substantially as follows: 

That in consideration of the fact that it is the obligation of Central 
Americanism to facilitate all measures in order that the five countries 
of the Isthmus may enjoy the most complete development of their 
internal political aspirations and occupy the international position 
to which they are entitled, he, President Carfas, resolves to authorize 
the recognition of General Martinez and that in view of the treaty of 
1923 having been denounced by Costa Rica and El Salvador and in 
view of the fact that it is best for the interests of Honduras to adjust 
its relations with the other states which were bound by this treaty, 
Carias further resolves to declare the treaty as continuing in force 
between Honduras and Nicaragua and Guatemala until a new con- 
vention is agreed upon between the five states of Central America; 
the Minister for Foreign Affairs being charged with making this reso- 
lution known to the other interested parties. 

This resolution will be telegraphed by the Honduran Minister for 
Foreign Affairs to the Minister of Foreign Affairs of Salvador and to 
Silverio Lainez, Honduran confidential agent in San Salvador, with 
instructions to the latter to express to General Martinez on behalf of 
President Carias and Sefior Bermudez their sincere conviction that 
the reestablishment of diplomatic relations will insure a more effective 
cooperation in favor of their common interests. . 

President Carias has sent also a very sympathetic personal telegram 
direct to President Martinez of Salvador. 

Repeated to Central American Missions. 
Lay
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816.01/408 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Managua, January 25, 19384—2 p. m. 
[ Received 5:23 p. m. | 

29. My 28, January 25,1 p.m. Following is translation of the text 
of the decree issued this morning according recognition to present 
Government of Salvador: 

“The President of the Republic, Whereas 
_ The aim of the General Treaty of Peace and Amity signed in Wash- 
ington, February 7, 1923, was to maintain between the different sec- 
tions of Central America normal and harmonious relations which it 
is of importance to reestablish ; Whereas, 

With this end in view he has agreed with the Presidents of Guate- 
mala and Honduras to recognize the present Government of El Sal- 
vador, without this signifying for the three republics an abandonment 
or non-recognition of the force of the above-mentioned treaty, the 
provisions of which continue to be maintained in force so long as a 
new general treaty of peace may not have been concluded between 
the five republics of Central America; therefore decrees in Council 
of Ministries: 

1. The Government of Nicaragua recognizes the Government in the 
Republic of El Salvador presided over by His Excellency General 
Don Maximiliano H. Martinez. 

2. Maintains in force the General Treaty of Peace and Amity signed 
in Washington February 7, 1923. 

3. The Government of Nicaragua jointly with the Governments of 
Guatemala and Honduras shall invite the Republics of Costa Rica and 
El Salvador to [reach] an agreement which may lead to the revision 
of the treaty under reference, in harmony with the aspirations and 
sentiments of the five Central American countries united by a common 
destiny. 

4, The Ministry of Foreign Affairs shall immediately make this 
decree known to the Salvadoran Government and to the other Foreign 
Offices of Central America.” 

Copy and translation by air mail. Repeated to Central American 
Missions. 

Lane 

816.01/407 : Telegram 

The Chargé in El Salvador (McCafferty) to the Secretary of State 

San Satvapor, January 25, 1934-3 p. m. 
[ Received 7:20 p. m.] 

4, The Foreign Office informed me that the Governments of Guate- 
mala, Honduras, and Nicaragua have recognized the present regime 
in Salvador today. The recognitions were granted by telegrams from 
the Foreign Ministers of those countries to the Salvadoran Minister 
for Foreign Affairs. 

McCaFFerty
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816.01/405 

The Assistant Secretary of State (Welles) to President Roosevelt * 

WASHINGTON, January 25, 1934. 

My Dear Mr. Presipent: In my letter to you of January 8th last, 
the Department submitted for your approval a suggested procedure 
for arriving at the recognition of the present government of El Salva- 
dor by the United States. The course as suggested was approved by 
you. 

I am glad to say that the negotiations undertaken were carried out 
successfully and that the Governments of Guatemala, Nicaragua, and 
Honduras, as the result of the initiative taken by President Sacasa of 
Nicaragua, have today accorded formal recognition to the Govern- 
ment of El Salvador. The foreign ministers of the three Govern- 
ments mentioned have at the same time announced that the provisions 
of the Treaty of Peace and Amity of 1923 are still binding in so far 
as their own Governments are concerned. The three Governments 
have likewise agreed upon, and will in the immediate future make 
public, an invitation to the Governments of El Salvador and Costa 
Rica which have denounced the Treaty of 1923 to join with them in a 
new Central American conference for the purpose of revising the 1923 
treaty and of negotiating such other common agreements as may seem 
desirable. 

The Government of the United States has not recognized the 
Martinez government in El] Salvador, as you will recall, because of 
the fact that so long as the provisions of the Central American Treaty 
of Peace and Amity of 1923 remained binding upon the Central Ameri- 
can governments, the republics of Central America could not them- 
selves extend recognition and it was believed that since the Central 
American republics had entered into that treaty for the announced 
purpose of discouraging revolutions in Central America, the Gov- 
ernment of the United States should cooperate with them in that 
effort. Now, however, since the Government of Costa Rica is no 
longer bound by the provisions of that treaty in view of its denounce- 
ment thereof and in view of the announcement by the Governments 
of Guatemala, Nicaragua, and Honduras that the provisions of the 
treaty are no longer binding upon EI] Salvador and Costa Rica, and 
since all of the governments of Central America have accorded official 
recognition to the Martinez government in El Salvador, there would 

seem to be every reason why this Government without delay should 
resume official relations with the Government of El Salvador and 
accord formal recognition to President Martinez. 

“ A photostatic copy of this letter, filed under 816.01/412, bears the following 
notation: “Approved, Jan. 26, 34, Franklin D. Roosevelt.”



256 FOREIGN RELATIONS, 1934, VOLUME V 

If this proposed step meets with your approval, will you authorize 
us to instruct the American Legation in San Salvador to extend official 
recognition to the Government of President Martinez in your name. 

I suggest that the actual recognition by the United States, should it 
meet with your approval, should be postponed until tomorrow in 
order that it may be made perfectly obvious that the United States 
is acting independently in the matter and not conjointly with the 
three Central American governments which have recognized President 
Martinez today. 

Faithfully yours, SuMNER WELLES 

816.01/410 : Telegram ne 

The Minister in Costa Rica (Sack) to the Secretary of State 

San José, January 26, 1934—11 a. m. 
[Received 1:30 p. m.] 

5. Referring to telegrams various Central American Missions on 
recognition of El Salvador by Guatemala, Nicaragua, and Honduras. 

Costa Rican Government today in receipt of official telegram from 
Nicaragua containing text of resolution of recognition and plan for 
new treaty conference. Foreign Minister tells me Costa Rica will 
gladly attend such conference. 

President Jiménez and Foreign Minister Pacheco say that action 
of the other countries is “vindication of Costa Rican policy”. Minister 
Pacheco adds “This is happiest day of my life because plan I originally 

recommended 14 months ago now being accepted”. 
Repeated to Managua. 

Sack 

816.01/412 : Telegram 

The Secretary of State to the Chargé in El Salvador (McCafferty) 

WASHINGTON, January 26, 1984—1 p. m. 

4, Under authorization of the President please extend on behalf of 
the United States a formal and cordial recognition to the Government 
of El Salvador.® 

Hoy 

816.01/411 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacova, January 26, 1934—5 p. m. 
[Received 8:32 p. m.] 

30. My 28, January 25,1 p.m. The President informed me this 
morning that in his opinion no further steps will be taken in connection 

* The Chargé extended recognition late in the afternoon of January 26, in a 
note which he delivered personally to the Minister of Foreign Affairs (816.01/425).
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with proposed conference to be held in February until Government of 
El] Salvador is recognized by Government of the United States. As 
soon as El Salvador is recognized by us he expects that President 
Ubico will make the move. He said that he personally hopes that con- 
ference will be held in “neutral” place and specifically mentioned 
Panama as desirable, particularly he said because of the possibility 
that Panama might be included within the terms of the new treaty 
which it is proposed should be concluded. While he said that the 
agenda for the proposed conference had not been officially discussed 
he expressed the belief that the question of the political union of the 
Central American states (including Panama) might be brought up. 
He expressed himself as being strongly in favor of such a union be- 
cause of the economies which could thereby be effected by all the coun- 
tries and said that the attitude of the United States Government to- 
wards such a proposal would have an important effect. 

Repeated to Central American Missions and Panama. 
LaNnE 

[For correspondence relating to the Conference of Central Amer- 
ican States, see volume IV, pages 423 ff. | 

PRELIMINARY DISCUSSIONS RESPECTING A TRADE AGREEMENT 
BETWEEN THE UNITED STATES AND EL SALVADOR 

611.1631/70a 

The Secretary of State to the Minister in El Salvador (Corrigan) 

No. 21 WasHINGTON, July 20, 1934. 

Sir: With a view to improving the opportunities for trade between 
the United States and El Salvador, consideration is being given to the 
possibility of concluding a mutually advantageous trade agreement 
between the two countries. Some seventy-five per cent of El Salva- 
dor’s exports to the United States consist of coffee. In the proposed 
agreement, therefore, the United States might undertake that this 
product should continue to be admitted free of duty in return for 
reductions in duties by El Salvador on important products of the 
United States. It is possible that in the course of exploratory con- 
versations El Salvador might wish to bring to the attention of the 
United States other products, in addition to coffee, on which conces- 
sions would be desired. Sympathetic consideration would be given 
to any such proposals, although it is believed that in view of the impor- 
tance of coffee in El Salvador’s trade with the United States a guar- 
antee of continued free entry of this product would be equivalent in 
value to concessions by E] Salvador on the principal products imported 
from the United States.
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The trade agreement might also contain a provision for uncondi- 
tional and unrestricted most-favored-nation treatment, subject to the 
usual exception regarding Cuba, and other generally recognized excep- 
tions; provision against quantitative restrictions (quotas) on imports 
of products respecting which tariff concessions are granted by each 
party under the agreement; provision against increased internal taxes 
on such products; and national treatment with respect to internal 
taxes on all products. 

Please communicate the above to the Government of El Salvador 
and inform it that if it is prepared to begin exploratory conversations 
along the lines above indicated the Department will send you very 
shortly a statement regarding the concessions which would probably 
be requested by the United States. 

You should make it clear that the intention of this Government is 
solely to explore the situation with a view to determining whether 
negotiations, if undertaken, would be likely to meet with success. 

It is desired that no publicity be given this matter for the time being. 

Very truly yours, For the Secretary of State: 
Francis B. Sayre 

611.1631/72a: Telegram | 

The Acting Secretary of State to the Minister in El Salvador 
(Corrigan) 

WasuHineton, August 30, 1934—7 p. m. 

32. Department’s instruction No. 21, July 20, 1934. Please inquire 
of the Salvadoran Government whether it is prepared to initiate 
exploratory conversations at an early date. Since this Government is 
planning to give public notice shortly of the intention to negotiate 
agreements with other Central American countries it seems appro- 
priate to inquire as a matter of courtesy whether the Salvadoran Gov- 
ernment desires a similar announcement to be made with respect to 

that country. 
PHILLIPS 

611.1631/73 : Telegram 

The Minister in El Salvador (Corrigan) to the Secretary of State 

San Satvapor, August 31, 1984—5 p. m. 
[Received 8 p. m. | 

48. Referring to your telegram No. 32, August 30, 7 p. m., sometime 
ago I made inquiry of the Foreign Minister whether the Salvadoran 
Government was prepared to initiate exploratory conversations at an 
early date regarding the possibility of concluding a trade agreement 
between the two countries. He agreed in principle with the plan but
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said he would have to consult the Minister of Finance. Yesterday I 
received a note from the Foreign Minister in which he stated that the 
matter had been referred to the Minister of Finance for his considera- 
tion and opinion and he would advise me as soon as he had his reply. 

The Foreign Office feels that for the present it would appear prefer- 
able not to give public notice of the intention to negotiate the agree- 
ment with Salvador until after the Finance Minister has had an oppor- 
tunity to study the matter and give his ideas. 

CorRRIGAN 

611.1631/74a : Telegram 

The Acting Secretary of State to the Minister in El Salvador 
(Corrigan) 

WASHINGTON, September 10, 1934—8 p. m. 

83. Public notice of intention to negotiate a foreign trade agree- 
ment with El Salvador was given September 7.°° Please inform Min- 
ister for Foreign Affairs. 

PHILLIPS 

611.1631/76 : Telegram 

The Minster in El Salvador (Corrigan) to the Secretary of State 

San Satvapor, September 14, 1984—4 p. m. 
[Received 6: 06 p. m.] 

49. Referring to my telegram No. 48 of August 31, 5 p. m., the 
Minister of Foreign Affairs has informed me that the Minister of 
Hacienda, in order to be able to study the matter more intelligently, 
desires to have the statement of concessions mentioned in paragraph 
8 of the Department’s instruction No. 21 of July 20, 1934, before 
inaugurating the exploratory conversations for the proposal [pro- 
posed? | trade agreement. 

CorrIGAN 

611.1631/76 

The Secretary of State to the Minister in El Salvador (Corrigan) 

No. 82 WasuHineton, September 20, 1934. 

Sir: The receipt is acknowledged of your cablegram No. 49 of Sep- 
tember 14, 4 p. m., stating that the Salvadoran Minister of Hacienda, 
in order to be able to study more intelligently the possibility of a trade 
agreement with the United States, desires to have a statement of the 
concessions which would probably be requested by the United States. 

* For text of public notice and statistics on trade between the United States 
and El Salvador, issued by the Department of State on September 7, 1934, see 
Department of State, Press Releases, September 8, 1984, pp. 166-170. 

789736—52——-21
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In reply, you may inform the Minister for Foreign Affairs, for com- 
munication to the Minister of Hacienda, that the matter of the con- 
cessions to be asked by the United States Government is being studied, 
and that it is expected that a list of them will be ready for presentation 
to the Salvadoran Government within a few weeks. 

Very truly yours, For the Secretary of State: 
Francis B. Sayre 

611.1631/82 : Telegram 

The Minister in El Salvador (Corrigan) to the Secretary of State 

San Sarvapor, September 29, 1934—noon. 
| [Received 1:50 p. m.]| 

52. Your telegram No. 58, September 28, 6 p. m. to the Legation in 
Managua.?* Proposed trade agreement will require ratification by 
the Salvadoran Legislature. Its next session will be inaugurated 
early next February and will last for several months. 

CorRIGAN 

616.003/371 

T he Secretary of State to the Minister in El Salvador (Corrigan) 

No. 42 Wasuineton, October 26, 1934. 

Sir: Reference is made to despatch No. 620 of October 18, 1934, from 
the American Vice Consul in San Salvador,® reporting the official pub- 
lication on October 10, 1934, of Decree No. 131 greatly increasing the 
tariff on cotton imported into El Salvador. 

Inasmuch as El Salvador has expressed its desire to negotiate a com- 
mercial agreement with the United States, the general purpose of 
which it is clearly understood will be to remove or reduce existing 
barriers to trade, including import tariffs, the Department believes it 
has a right to expect that the Government of El Salvador, pending the 
completion of the negotiation, should refrain from increasing its 1m- 
port duties on products which are principally of American origin. It 
is desired that you point this out informally to the Minister for Foreign 
Affairs and report the result of your representations. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

7 Post, p. 520. 
* Not printed.
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611.1631/87 

The Minister in El Salvador (Corrigan) to the Secretary of State 

No. 98 San Satvapor, November 2, 1934. 
[Received November 7. ] 

Sir: With reference to Department’s airmail instruction No. 42 of 

October 26, 1934 regarding the increased tariff on cotton imported into 

El Salvador, I have the honor to report that this matter had already 

been touched upon in my despatch No. 90 of October 23, 1934. 
The Department’s attention is invited to the fact that El Salvador 

has not yet expressed the desire to negotiate a Trade Agreement with 

the United States. This Legation reported in despatch No. 65 of 
August 31, 1934 ® that the Minister for Foreign Affairs, Doctor Miguel 

Angel Araujo, informally and orally agreed in principle but his note of 
August 28, 1984 said that the matter had been referred to the Finance 
Minister. Legation’s telegram No. 48 of August 31, (5 p.m.) in reply 
to Department’s telegram No. 32 of August 30, (7 p.m.) informed the 
Department that the Foreign Office felt that for the present it would 

be preferable not to give public notice of intention to negotiate an 

agreement with El Salvador until after the Finance Minister had had 
an opportunity to study the subject. Apparently overlooking the in- 
formation furnished in this telegram, announcement was made that El 
Salvador had agreed to undertake conversations looking to a trade 
agreement. Inasmuch as this publication appeared simultaneously 
with like publications regarding other Latin American countries, it 
produced no reaction here. E] Salvador therefore is not yet in the 

position of having expressed a desire to negotiate a commercial 

agreement.* 

This cotton tariff law is purely nationalistic in its motivation and 
does not represent an attempt to raise a duty before starting to nego- 
tiate a treaty in order to be in position to make an apparent concession 
later which would not be a concession in fact but a return to status quo 
ante. 

I have already called the attention of the Minister of Foreign Rela- 
tions to the fact that this legislation was directly contrary to the at- 
tempt now being made to break down trade barriers. The Minister of 
Foreign Affairs agreed with my opinion, but expressed inability to do 
anything about this law which had been passed by the Legislative As- 

sembly to encourage cotton growing in the country. 
Considering the above facts, does the Department still desire me to 

*® Not printed. 
“For information that El] Salvador was ready to enter into conversations 

regarding a new trade agreement, see despatch No. 107, November 30, 1934, from 

the Minister in El Salvador, p. 277.
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again point this out informally to the Minister of Foreign Affairs 
before he has had the report of the Finance Minister on the whole 
subject of the trade agreement conversations? 

Respectfully yours, Fran« P, Corrigan 

611.1631/87 

The Secretary of State to the Minister in El Salvador (Corrigan) 

No. 49 Wasuineton, November 23, 1934. 

Sir: The receipt is acknowledged of your despatch No. 93 of Novem- 
ber 2, 1934, in regard to a recent increase in the tariff on cotton im- 

ported into El Salvador. 
With reference to the first paragraph on page 2 of your despatch, 

wherein it is stated that in giving public notice of intention to negotiate 
a trade agreement with El Salvador the Department apparently over- 
looked information furnished by you to the effect that the Salvadoran 
Foreign Office felt that for the time being it would be preferable not to 
give such notice, you are informed that before the public notice was 
given the Minister of El Salvador, in conversation with Assistant 
Secretary Welles, stated that he had been instructed by his Govern- 
ment to state that the Government of El Salvador desired to negotiate 
a trade agreement with the United States. Upon being told by Mr. 
Welles that public notice of the negotiation would be given simultane- 
ously with notices regarding negotiations with the other Central Amer- 
ican republics, the Minister said that he appreciated this courtesy on 
the part of the Department and was entirely in accord with the public 
notice being given. 

In view of the above, the Department is of the opinion that its 
attitude with respect to the raising of tariff rates at the present time 
on commodities imported principally from the United States, as set 
forth in its instruction No. 42 of October 26, 1934, is well taken. It 
is suggested, therefore, that, unless you perceive objections other than 
those raised in your despatch under acknowledgment, you bring the 
Department’s view of the increase in tariff on imported cotton in- 
formally to the attention of the Minister of Foreign Affairs. 

Very truly yours, For the Secretary of State: 
SuMNER WELLES 

[See also extract from instruction No. 120, December 21, 1934, to 
the Minister in Costa Rica, printed on page 92. |
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INFORMAL ASSISTANCE BY THE DEPARTMENT OF STATE TO REPRE- 
SENTATIVES OF THE HOLDERS OF SALVADORAN BONDS UNDER THE 

LOAN CONTRACT OF JUNE 24, 1922 * 

816.51¢39/266 

The Manufacturers Trust Company to the Secretary of State 

New York, N. Y., January 26, 1934. 
[Received January 27. ] 

Re: Loan Contract between the Republic of El Salvador and Minor 
C. Keith, dated June 24, 1922, and Supplemental Contracts dated 
January 5, 1923 and September 28, 1923. 

Honoraste Sir: We are the successor Fiscal Agent under the above 
Loan Contract executed and delivered by the Republic of El Salvador 
under which there are now issued and outstanding bonds of Series A 
of the aggregate principal amount of $3,609,000., bonds of Series B of 
the aggregate principal amount of £893,830. sterling, and bonds of 
Series C in the aggregate principal amount of $9,010,300. 
We understand that your Department is preparing to recognize the 

Martinez Government of the Republic of El Salvador.* In this con- 
nection may we respectfully call your attention to our previous letters 
and formal notices to your Department, in particular those dated 
March 16, 1932, August 16, 19383 and September 21, 1933, relative to 
defaults made by the Republic of El Salvador in the fulfilment of its 
obligations contained in Articles III, IV, VII and VIII of the Loan 
Contract in that, among other things, the Republic had not paid or 
caused to be remitted the funds required for the service of the Loan. 
These defaults have continued since February, 1932, and additional 

defaults have since occurred. ‘The latest defaults consist of the failure 
to remit or pay or cause to be remitted or paid the funds required for 
the service of the Loan on January 1, 1934. 
We wish to invite your special attention to Articles [IX and XIX 

of the Loan Contract of June 24, 1922 in which your Department is 
specifically mentioned. 

At this time we, as Fiscal Agent under this Loan Contract, believe 
it our duty to request you to be kind enough to review the defaults 
under the Loan Contract and to take such steps as may be necessary 
to secure the observance of this Loan Contract and the preservation 

“ For previous correspondence, see Foreign Relations, 1921, vol. 11, pp. 848 ff.; 
ibid., 1922, vol. 11, pp. 885 ff. ; and ibid., 1923, vol. 11, pp. 823 ff. 

@ See pp. 216 ff. 
“ None printed.
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of the lien and charge created thereby upon the customs revenues 
pledged under the Loan Contract. 

Very respectfully yours, 

Manvuracrurers Trust Company 
as Successor to Chatham Phenix 
National Bank and Trust Company, 
as Fiscal Agent under said Loan 
Contract dated June 24, 1922 

By J. Lawrence GILson 
Vice President 

816.51¢89/278 . 

The Bondholders Protective Committee for the Republic of 
El Salvador to the Secretary of State 

[New Yorr,] March 16, 1934. 
| [Received March 17.] 

Sir: As you have been previously advised, under date of February 
10, 1933,“ this Committee was formed, pursuant to Deposit Agree- 
ments dated March 24, 1932 and March 28, 1932, for the Bonds of the 

~ Republic of El Salvador issued in 1922 under a loan contract made 
by said Republic in said year. 3 

This Committee is informed by the Fiscal Agent for the El Sal- 
vador Loan that, on the announcement by President Roosevelt of the 
recognition of President Martinez of El Salvador, they formally 
notified the Department of State of the existing default in this loan. 

This Committee has been in existence for over two years and repre- 
sents over 85% of the outstanding dollar bonds of the said Republic, 
substantially all of which are held in the United States of America 
by over 4,000 individual bondholders resident in practically every 
State in the Union. The Committee has negotiated agreements with 
the Republic of El Salvador during said period,“ and has obtained 
substantial payments for the bondholders, of all of which the Depart- 
ment of State has been duly informed. There are, however, certain 
circumstances surrounding this loan of special interest and which 
clearly distinguish the present situation from most of those with 
which the State Department is concerned. 
We refer especially to the exchange of Notes between the Govern- 

ment of the United States and that of El Salvador connected with the 
making of this loan in 1922, and especially to the Note of the American 

“Letter not printed. 
“An agreement dated August 1, 1932, was rejected by the Legislature of El 

Salvador (816.51c39/212). On May 5, 1933, a temporary agreement for the 
9885 One of the 1922 loan was signed; for text, see Diario Oficial, May 20,
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Minister to the Government of El] Salvador, dated July 21, 1922, 
which is as follows :— 

“July 21, 1922 
Sir: My Government having now taken cognizance of the loan 

contract signed on June 24th, 1922, between the Government of Sal- 
vador and Mr. Minor C. Keith, and approved by the Assembly of Sal- 
vador on July 12th, instructs me to acknowledge your note of July 
17th, and to state that the Government of the United States is grati- 
fied to receive the assurances therein contained and that the Secretary 
of State on his part is prepared to carry out the stipulations with 
reference to him in your note of October 20th, 1921,** and in Articles 
9,19 and 21 of the loan contract in the event that it should be neces- 
sary todoso. This Government instructs me to repeat, however, that 
it must reserve entire liberty of action with regard to any diplomatic 
representations which it may feel it advisable to make with regard to 
the conduct of the office of the Collector General of Customs or with 
regard to the removal of that official in the event that he should prove 
incompetent or conduct his office in an improper manner. 

I take this occasion to renew to Your Excellency the assurance of 
my highest consideration. 

‘(Signed)’ Montgomery Schuyler 
His Excellency 

Doctor Arturo R. Avila 
Acting Minister for Foreign Affairs 

San Salvador.” 

The same assurance was repeated in the letter from the Department of 
State, dated July 15, 1922, addressed to Messrs. Lansing and Woolsey, 
8 Jackson Place, Washington, D. C.* 
We feel that this situation is so different and so special that it re- 

quires recognition by the State Department of the peculiar circum- 
stances thereof and of the responsibility of the State Department to 
the thousands of American citizens who have acquired the Bonds in 
question on the basis of the understanding that, due to the position 
taken by the State Department, their interests would be more ade- 
quately protected. 

The Committee would appreciate receiving from you some state- 
ment of your position in this matter, and would like to have the 
assurance that it will have the support of the Department of State 
to the end that the interests of the Bondholders may be duly and 
adequately protected. 

The Chairman of the Committee would like very much to discuss 
this matter with you, personally, at your earliest convenience, and 

“ Foreign Relations, 1921, vol. u, p. 852. 
“Not printed.
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respectfully requests that you grant him an interview, if possible, on 
March 21st or as soon thereafter as it meets with your convenience.* 

Very respectfully, 
Protective Committee for the 
External Bonds of the Republic 
of El] Salvador Issued under Loan 
Contract of 1922. Constituted 
under the Deposits Agreements 
dated March 24 and March 28, 1932. 

By J. Lawrence Gison 
Chairman 

816.51¢39/284 

Memorandum by the Chief of the Division of Latin American Affairs 
( Wilson) 

[Wasuineton,| March 21, 1934. 

Mr. J. Lawrence Gilson, Chairman of the Bondholders Protective 
Committee for the External Bonds of the Republic of El Salvador, 
called on Mr. Welles; Mr. Wilson was present. Mr. Gilson stated 
that his Committee was concerned over the failure of Salvador to 
make any remittances so far this year under the temporary agreement 
for servicing the bonds. He said that the Committee expected that 
nothing would be received for the next few months and that by next 
May, when the payment on the coupons was due, no funds would be 
available. 

Mr. Gilson said that he had carried on considerable correspondence 
with President Martinez and the Finance Minister of Salvador. The 
Salvadoran Government took the position that in view of the “trend 
of the times’, lack of funds on the part of the Government, onerous 
provisions of the loan contract, et cetera, interest on the bonds should 
be cut about fifty per cent. In this connection Mr. Gilson referred 
to an “understanding” reached by the Government of Salvador with 
the bankers at the time the loan was floated that if the Republic car- 
ried out its obligations under the contract over a period of eight or 
ten years, the bankers would endeavor to refund the outstanding 
balance and have the interest rate reduced. (So far as I know this is 
the first we have heard of such an “understanding’’, and as Salvador 
met her obligations from the time of the loan in 1922 down to February 
1982, it may be that President Martinez is seeking some relief on the 
basis of this arrangement. ) 

* Mr. Gilson was informed by telegram March 19, 1934, that Assistant Secre- 
tary of State Welles would be glad to see him on March 21st (816.51c89/279).
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Mr. Gilson referred to the defaults which took place in February 
1932 and said that he considered the Department’s position as “en- 
tirely correct” in declining to take up with Salvador, as provided in 
the loan contract, the question of a collectorship of customs, in view 
of the fact that there was no recognized government to deal with. 
Mr. Gilson referred to the fact that the situation was perhaps different 
now that we had recognized the Martinez government, but he made 
io request for any action looking to the establishment of a collector- 
ship; on the contrary, he said that in his view he did not think it 
necessary to have a customs collectorship installed in Salvador since 
the Government had ample funds to pay on the basis of the present 
temporary agreement, and the bondholders would be willing to 
agree to an extension of this temporary agreement on reasonable 
terms. Mr. Gilson said that the purpose of his visit was to request 
the Department to instruct Dr. Corrigan, the new Minister, to say 
to the Salvadoran Government on his arrival that we felt that Salvador 
should continue its payments under the terms of the temporary 
agreement. 

Mr. Welles said that this was the first information we had received 
that the remittances were not being made currently under the tem- 
porary arrangement. He said that we would instruct the Chargé 
d’Affaires at San Salvador to look into the situation and give us full 
information. Mr. Gilson said that he would be glad to send a memo- 
randum to the Department giving all the information which his Com- 
mittee possessed, and which we could send to the Chargé d’Affaires 
for his information. Mr. Welles suggested that Mr. Gilson get in 
touch with the Foreign Bondholders Protective Council, since this 
Salvadoran situation would fall within the field of the Council. Mr. 
Gilson said that his Committee was a going concern, that it had taken 
effective action in behalf of the holders of Salvadoran bonds, and that 
he was not sure there was anything the Foreign Bondholders Pro- 
tective Council could do in the matter, but that he would be glad to 
get in touch with that organization and talk over the situation. 

During the conversation Mr. Gilson mentioned that the Committee 
had had some difficulties with the Salvadoran Government over the 
question of payment of the expenses of the Committee, particularly 
legal expenses, which Mr. Gilson said had been heavy. The Salva- 
doran Government had refused to contribute to the Committee’s ex- 
penses, which necessarily had become a charge on the bondholders. 
Mr. Gilson said the bondholders had “agreed” that 15% of the coupons 
should be deducted for the Committee’s expenses; he mentioned that 
the members of the Committee received remuneration in the sum of 
$3,000 annually each. 

Epwin C. Witson
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816.51¢89/281 

The Vice President of the Manufacturers Trust Company 
(J. Lawrence Gilson) to the Secretary of State 

New Yors, N. Y., April 3, 1984. 
| [Received April 4. | 

Dear Mr. Secrerary: As promised you, I am attaching herewith 
Memorandum of Facts © in connection with the Republic of El Sal- 
vador Customs Lien Sinking Fund Bonds of 1922, Series A, B and C. 

I regret the delay in forwarding this information to you, but its 
compilation has taken more time than I anticipated and I wished to 
have it as complete as possible when it reached your hands. 

I believe that you will find this information of interest, and I feel 
confident that you will reach the conclusion that the Republic of El 
Salvador is financially able to meet its external obligations. 
We have, as yet, received no remittances this year from the Republic 

on account of service of this loan, and I am fearful that the bond- 
holders will not receive the full interest due on July Ist. It is very 
evident that funds which should accrue to the bondholders are being 
diverted by the Republic for purposes directly contrary to the terms 
of the Loan Contract. 

I will appreciate very much your consideration of this matter and 
would respectfully suggest that the Department of State is now in a 
position where it can be of material assistance to a large number of 
citizens of this country who are owners of these bonds and are depend- 
ent upon them for a large part of their income. 

Should you desire more copies of this Memorandum I will be very 
glad to forward them to you at any time. 

With very kind personal regards, I am 
Yours very respectfully, J. LAwRENCE GiLson 

816.51¢89/282 

The Secretary of State to the Chargé in El Salvador (McCafferty) 

No. 165 Wasuineton, April 11, 1934. 

Sir: There is transmitted herewith a “Memorandum of Facts in 
connection with the Republic of El Salvador Customs Lien Sinking 
Fund Bonds of 1922, Series A, B and C”,®* together with a copy of its 
covering letter of April 3, 1934, received from Mr. J. Lawrence Gil- 
son, Vice President of the Manufacturers Trust Company of New 
York City,*! which is the Fiscal Agent of the 1922 Loan. Mr. Gilson 

© Not printed. 
| Supra.
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is also Chairman of a “Bondholders Protective Committee for Repub- 
lic of El Salvador”. 

There is also enclosed a copy of a memorandum of a conversation 
of March 21, 1934, between Mr. Gilson and the Assistant Secretary of 
State,®? with respect to the Loan. The Department desires that you 
make a study of the situation regarding the service of the Loan and 
report thereon, with particular reference to Mr. Gilson’s contention 
“that the Republic of El Salvador is financially able to meet its exter- 
nal obligations” but “that funds which should accrue to the bond- 
holders are being diverted by the Republic for purposes directly 
contrary to the terms of the Loan Contract”. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

816.51c39/289 Ce 

Memorandum by the Assistant Secretary of State (Welles) 

[WasHineton,| May 18, 1934. 

Mr. Gilson called to see me two days ago and in his conversation 
said that he felt it was desirable not to suggest any change in the 
existing arrangement between the Government of Salvador and the 
bondholders until after the next Presidential elections had taken place. 
I said that, in general, I concurred in his opinion, but stated that I 
did not wish to make any definite statement in the matter until after 
receipt of the requested report from the American Legation in San 
Salvador. I further said that I would let him know when the report 
had been received and have a further conference with him. 

S[uMNER] W[EtLEs] 

816.51c89/292 

Memorandum by the Chief of the Division of Latin American 
Affairs (Wilson) 

[WasHINnoTon,| May 25, 1934. 
Mr. J. Lawrence Gilson, Chairman of the Bondholders Protective 

Committee for the External Bonds of the Republic of Salvador, tele- 
phoned me from New York. He referred to his recent conversation 
with Mr. Welles, and said that day before yesterday he had received 
a cable from the Finance Minister of Salvador reading in translation 
as follows: 

“Government resolved to pay coupon up to June. We request desig- 
nation of representative to urgently take up modification of interest 
and to calculate amount to be set aside in budget of next fiscal year.” 

Ante, p. 266. .
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Mr. Gilson said that it appeared that President Martinez wanted to 

reduce the bond interest by about 50%, and that this was evidently a 

move to initiate discussions with this object in view. He said that the 

attitude of the Committee had been to do nothing to disturb the pres- 

ent arrangement, to endeavor to extend the present arrangement for 

another year and then, following the election and inauguration of a 

new President early in 1935, to take up the matter of a revision of the 

1922 loan contract on an equitable basis. He said that the Committee 

had not yet replied to the recent cable from the Finance Minister and 

did not wish to do so until it had an expression of our views in the 

matter. 
I said that I did not see how we could advise his Committee as to 

the attitude it should take in this matter. I said that once the Com- 
mittee had determined upon the course of action it thought well to 
pursue we would of course be interested in being advised thereof. Mr. 
Gilson then said that the Committee would take the matter under 
consideration and would write us a letter indicating what it proposed 

to do and probably inquiring whether we had any comments to make.** 
Epwin C. WiLson 

816.51¢89/308 

The Minister in El Salvador (Corrigan) to the Secretary of State 

No. 67 Sawn Sarvapor, September 8, 1934. 
[Received September 19. ] 

Sir: I have the honor to refer to the Department’s instruction No. 
165 of April 11, 1934 and No. 28 of August 30, 1934, and to report that 

this study was begun immediately upon my arrival here. I had before 
sailing from New York a conference with Mr. Gilson the Chairman of 
the Bondholders Protective Committee, who gave me a complete sum- 
mary of the salient facts in connection with the history of the loan and 
its present status. I have been in close touch with Mr. William Ren- 

wick, Fiscal Agent for the Loan, and have had several conferences with 
him and members of his staff. Mr. Renwick brought in Mr. John 
Armstrong, representing the British Bondholders, last month and the 

matter was also discussed from their point of view. 
With particular reference to Mr. Gilson’s contention “that the Re- 

public of El Salvador is financially able to meet its external obliga- 

tions” but “that funds which should accrue to the bondholders are being 

diverted by the Republic for purposes directly contrary to the terms 
of the Loan Contract” I beg to report that the first part of Mr. Gilson’s 
contention is probably true. The second part “that funds which should 

® Letter dated May 25, 1934, confirming this conversation, not printed. , 
* Instruction No. 28 not printed.
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accrue to the bondholders are being diverted by the Republic for pur- 

poses directly contrary to the terms of the Loan Contract” is open to 

question and has an important bearing on the first. About twenty-five 
per cent of the total revenue is devoted to the military expense, main- 

tenance of National Guard and Police. Under the circumstances now 

obtaining and for a time at least a large part of this expenditure might 
fairly be charged against the maintenance of public order. There isa 
strong undercurrent of unrest fomented by communistic indoctrina- 
tion which would become immediately manifest at any sign of weakness 
in the government either moral or physical. The authorities here 
recognize this quiescent but powerful opposition and it is their first 
consideration. Therefore, a considerable portion of this expenditure 
might be justified even from the bondholders point of view because a 
successful subversive movement would certainly imperil their invest- 

ment. 

Mr. Renwick and Mr. Armstrong both agree with me that the first 
consideration is that the face value of these bonds be safeguarded and 
the conservation of their validity as an obligation of this Salvadoran 
government be maintained so that the investors may sometime get back 
their principal. 

The actual facts that confront the bondholders is not what the 
Republic of El Salvador is financially able to do under normal circum- 
stances but what the Government of El Salvador will do under the 
special set of circumstances which govern. In this connection the posi- 

tion of the Department is important. 
In order that the Department may be informed as to all phases of 

the Salvadoran Government’s attitude, I relate a conversation with 
. . . Hetold me that this as well as other Latin-American governments 
are inclined to construe the “good neighbor” policy into a license to do 
as they please with regard to financial obligations owed to foreigners. 
He cynically observed that the only reason that they had respected 
their obligations formerly was through fear of the State Department 
and that this fear was now removed. I felt that he over-drew the pic- 
ture but I was compelled to give some weight to his opinion because it 
is confirmed in some degree by Mr. Renwick’s reports to me of his 
visits with the Minister of Hacienda. His mental attitude, according 
to this informant, is not such as to inspire a feeling of confidence that 
he wants to make a bona-fide effort to do all that is reasonably possible 
under the Loan Contract. It is characterized rather by an effort to 
postpone or evade its fullfillment. 

With reference to such an attitude I told Mr. Renwick that the “good 
neighbor” policy did not imply lack of interest in the rights and in- 
terests of our citizens but only the belief that moral pressure was su- 
perior to physical force in protecting those interests. I was careful
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to keep within the meaning of public statements which have been made 
by the Secretary on these points in order to remain in line with the 
Department’s policy. 

The Minister of Hacienda is demanding a flat fifty per cent reduc- 
tion in interest rate on the A, B and C bonds with no amortization for 
two or three years. “B” bonds are the British owned issue. Mr. Ren- 
wick informs me that there is a wide difference between the “A” and 
“C” bonds which might warrant separate treatment on the part of the 
government. The holders of the “A” bonds invested actual money in 
good faith and are entitled to the most favorable treatment possible. 
The “B” bonds were issued against claims many of them exaggerated or 
of doubtful validity. The Salvadoran Government did not receive 
anything like one hundred per cent value for these bonds and might 
justly request a readjustment as regards this issue. Of course most 
of them were sold by the original holders and are now in the hands of 
people who bought them in good faith. All issues are now in default 
and I fear will remain so until a new agreement is reached. The Minis- 
ter of Hacienda is not disposed to renew the temporary agreement. 
He wishes to proceed at once to a reconsideration of the 1922 contract 
and a new deal. Mr. Renwick would like to have these conversations 
take placein Washington. All that I have said here about the position 
of the Minister of Hacienda is from information furnished me by the 
Fiscal Representative or members of his staff. 

The position taken by the Legation in these conversations is com- 
prised in and did not go beyond what I have expressed in a letter on 
the subject addressed to Mr. Renwick, copy of which is appended.*> I 
sent this letter in order that Mr. Renwick might make what use he 
could of the fact that he had a communication from me which would 
indicate that the watchful interest and moral forces of the Government 
are still active in protecting and aiding American interests. 

I am enclosing with this despatch a memorandum from Mr. William 
Renwick * giving his view point of the present status of the loan 
negotiations. 

Respectfully yours, Frank P. Corrigan 

816.51¢89/310 

Memorandum by the Chief of the Division of Latin American 
Affairs (Wilson) 

[Wasurneton,| October 16, 1934. 

Mr. F. J. Lisman, of the Bondholders Protective Committee for 

Republic of El Salvador External Bonds, called on Mr. Welles. He 
stated that Mr. Gilson, Chairman of the Committee, had died about 

Not printed.
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ten days ago, following a rather prolonged illness; that the Committee 
had elected a Mr. Lowber, Trust Officer of the Manufacturers’ Trust 
Company, to succeed Mr. Gilson as a member of the Committee. It 
has not yet been decided, according to Mr. Lisman, whether the Chair- 
man of the Committee will be Mr. Lavis or Mr. Lisman. 

Mr. Lisman said that the Committee was receiving remittances 
regularly, and that the money was now in the bank to pay interest on 
the A and B bonds due January 1,1935. In this connection he left the 
attached letter from Mr. Bradford, Secretary of the Committee,® set- 
ting out the increase in customs revenues for July and August over the 
respective months of last year. Mr. Lisman said that since last March 
the Committee had been endeavoring to obtain a reply from the Salva- 
doran Finance Minister on the Committee’s proposal that the existing 
temporary agreement should be extended to be in effect during the 
calendar year 1935. He said that the Finance Minister had sent mere 
acknowledgments but had expressed no views on the proposal. The 
time is now getting short, and the Committee hopes to avoid the un- 
pleasant situation which would result if by January 1, 1935, when the 
present agreement expires, there has been no agreement negotiated to 

cover the immediate future. He said that the Committee felt that it 
would be impossible to negotiate a permanent arrangement before 
January 1, 1935, and that in any case it would be preferable to extend 
the temporary agreement so as to afford sufficient time to negotiate the 
permanent agreement after the new administration comes into office 
in Salvador next March. In this connection Mr. Lisman handed Mr. 
Welles the attached copy of a letter which the Committee proposes to 
send to the Finance Minister.® 

Mr. Welles said that this was in effect the position indicated by 
Mr. Gilson some time ago. He said that it was obviously in the best 
interests of all concerned to avoid an embarrassing situation next 
January. He said that in view of the efforts made by the Bondholders 
Committee since last March to obtain some indication of the opinion 
of the Salvadoran Government on the proposal for an extension of 
the temporary agreement, he would be prepared to send an instruction 
to Dr. Corrigan to inquire, orally and informally, what the intentions 
of the Salvadoran Government were in the matter. He said that he 
felt this was all that the Department could do under existing circum- 
stances. Mr. Lisman said that he would appreciate this action very 
much and thought it would be decidedly helpful. 

Mr. Lisman added, in the course of the conversation, that the Com- 
mittee hoped the negotiations for the extension of the agreement might 
take place with the Salvadoran Minister in Washington; otherwise 

Not printed.
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the Committee would have to send someone to Salvador as it had been 

very careful to keep Mr. Renwick out of any of these negotiations, 

feeling that otherwise his cordial relations with the Salvadoran Gov- 

ernment might be prejudiced. 
Epwin C. WILson 

816.51¢39/311 

The Secretary of State to the Minister in El Salvador (Corrigan) 

No. 39 Wasuineton, October 19, 1934. 

Sir: There is transmitted herewith for your information a copy of 

a memorandum of a conversation held on October 16, 1934, between 

Mr. F. J. Lisman, of the Bondholders Protective Committee for Re- 

public of El Salvador Bonds, and Assistant Secretary Welles,” as well 

as a copy of a communication which Mr. Lisman stated is being for- 

warded by air mail by the Bondholders Protective Committee to the 

Minister of Finance of El Salvador.” 

You will please inquire, orally and informally, of the Minister for 

Foreign Affairs what the views of his Government may be as regards 

the proposal of the Bondholders Protective Committee that in the best 

interests of El Salvador and of the bondholders an extension of the 

existing Agreement of May 5, 1933, be effected to cover the calendar 

year 1935. 

Very truly yours, For the Secretary of State: 

SuMNER WELLES 

816.51¢39/312 —_ 

The Minister in El Salvador (Corrigan) to the Secretary of State 

No. 91 San Satvapor, October 25, 1934. 

[Received October 31. ] 

Sir: I have the honor to refer to the Department’s airmail instruc- 

tion No. 39 of October 19, 1934, with which was transmitted a copy of 

a memorandum of a conversation held on October 16, 1934, between 

Mr. F. J. Lisman, of the Bondholders’ Protective Committee for the 

Republic of El] Salvador Bonds, and Assistant Secretary Welles, as 

well as a copy of a communication which Mr. Lisman stated was being 

forwarded by airmail by the Bondholders’ Protective Committee to 

the Minister of Finance of El Salvador. 

In accordance with the Department’s instructions, I called yesterday 

on the Minister of Foreign Affairs and inquired, orally and informally, 

what the views of his Government were as regards the proposal of 

the Bondholders’ Protective Committee that in the best interests of 

8 Supra. 
°° Not printed.
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El Salvador and of the bondholders an extension of the existing 
Agreement of May 5, 1933, be effected to cover the calendar year 1935. 

Minister Araujo agreed that some definite policy should be estab- 
lished for the future of this loan contract, but that in view of the short 
time between now and the expiration of the temporary agreement of 
May 5, 1933 and in consideration of the present internal political 
situation with a presidential campaign in progress, probably the most 
feasible thing would be an extension of the present temporary contract. 
He further informed me that he would discuss that matter with the 
President and also with the Minister of Finance and would let me 
know their views within a short time. 

Respectfully yours, Franx P. Corrigan 

816.51¢89/316 

Memorandum by the Chief of the Division of Latin American Affairs 

(Wilson) 

[WasHineton,| November 20, 1934. 

Mr. F’. J. Lisman and Mr. Fred Lavis, of the Bondholders Pro- 
| tective Committee for El Salvador Bonds, called on Mr. Welles. Mr. 

Wilson was present. Mr. Lisman referred to a telephone conversa- 
tion he had had with Mr. Wilson on November 13, (see memo. of that 
date) said that the Committee had held its meeting on November 16, 
and that as yet no reply had come from the Salvadoran Finance Min- 
ister to the Committee’s letter of last October. 

Mr. Lavis said that reports from Mr. Renwick were to the effect 
that the Salvadoran Finance Minister maintained that Salvador could 
not continue, in an extension of the present temporary agreement, to 
make the same interest payments, and that some reduction in interest 
would have to be effected. The Minister’s reason for this was the dif- 
ficulty Salvador was meeting in marketing its coffee crop, due to re- 
strictions on imports in Germany. Mr. Renwick had advised Mr. Lavis 
that in his own opinion it would probably be impossible for Salvador, 
because of the coffee difficulties, to continue the present interest rates; 
Mr. Lavis, however, stated that he doubted whether this represented a 
considered view on Mr. Renwick’s part .. . 

Mr, Lavis said that he felt the Salvadoran Finance Minister was 
probably confusing two matters: one, his natural desire to obtain a 
reduction in interest on any definitive settlement; and, two, the matter 
of a mere extension for one year of the existing temporary arrange- 
ment. Mr. Lavis said that the members of the Committee felt that 
they owed it to the bondholders to do everything possible to obtain 
an extension of the present temporary arrangement for one year in 

° Not printed. 
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order to have an opportunity to work out with the new Administra- 

tion, which would come into office next March, a definitive settlement. 

The Committee had, therefore, determined to send a representative 

to Salvador to discuss the matter with the Government, and Mr. Lavis 

would be the representative; he plans to leave by Grace Line steamer 

on November 24. 

Mr. Lavis said that he would not desire to go to Salvador if there 
was any objection on the part of the Department. Mr. Welles said 
that, on the contrary, he thought it was a wise move and that Mr. 
Lavis’s visit should be of assistance to the bondholders. Mr. Lavis 
then said that he hoped he could count upon the support of Dr. Corri- 
gan in his negotiations. Mr. Welles said that, as Mr. Lavis knows, 
Dr. Corrigan was fully informed in the matter and had recently ex- 
pressed interest to the Foreign Minister in this matter through his in- 
quiry as to the views of the Salvadoran Government on the Committee’s 
proposal for an extension of the present agreement. Mr. Welles said 
that, while he was sure Dr. Corrigan would be glad to discuss the 
situation fully with Mr. Lavis, he thought it would be unwise for Dr. 
Corrigan to associate himself with Mr. Lavis in any way in the latter’s 
negotiations, or to accompany him in his visits to the Salvadoran 
authorities. Mr. Lavis stated that he shared this view. 

Epwin C. Witson 

816.51¢39/317 

The Secretary of State to the Minister in El Salvador (Corrigan) 

No. 47 Wasuineton, November 22, 19384. 

Sir: With reference to previous correspondence concerning the 
Salvadoran external loan matter, there is enclosed herewith for your 
information a copy of a memorandum of a conversation held in the 
Department on November 20, 1934, with Messrs. Lisman and Lavis 
of the Bondholders Protective Committee for El Salvador Bonds. 
When Mr. Lavis calls upon you you are authorized to discuss the 

situation with him and, in your discretion, to afford him the benefit 
of your information in the matter. The Department does not, how- 
ever, desire you to accompany Mr. Lavis in his visits to the Salvadoran 
authorities nor to associate yourself in any way with his negotiations. 
The Department will appreciate being informed promptly of such 
information as Mr. Lavis may furnish you concerning the course of 
his discussions. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

* Supra.



EL SALVADOR 277 

816.51c82/318 

The Minister in El Salvador (Corrigan) to the Secretary of State 

No. 107 San Satvapor, November 380, 1934. 
[Received December 5.] 

Sir: I have the honor to report that Doctor Miguel Araujo, Min- 
ister for Foreign Affairs, called on me this afternoon and reported 
the action of the Council of Ministers on the two questions I had dis- 
cussed with him informally earlier in the week. 

First, he stated that his Government was now ready to enter into 
conversations with reference to a new Trade Agreement with the 

United States.” 
Second, in answer to my question with reference to an agreement 

on the Foreign Loan Contract, (Department’s instruction No. 39 of 
October 19, 1934) he said that inasmuch as a representative of the 
Bondholders Protective Committee was coming to Salvador early in 
December, (Department’s instruction No. 47 of November 22, 1934) 
the Council of Ministers has decided that they would like to con- 
clude an entirely new and permanent agreement while he is here 
instead of extending the present temporary arrangement and that 
they would like to have my assistance in working out this new agree- 
ment. 

I informed him that it was not a matter in which my Government 
was directly concerned but because citizens of the United States were 
holders of the bonds we would like to see their interests protected. 
In view of this, I told him that the negotiations should be carried on 
between his Government and the Bondholders representative and 
that I would remain outside. On his insistence that I lend my aid to 
the discussion, I assured him in very general terms that I was always 
ready to be helpful in any way possible and that my informal opinions 
would always be available. 

In conclusion, I may say that this Government had practically 
agreed to extend the present temporary agreement for a year with 
the idea of postponing the discussions until after the inauguration 
of the new administration in March but the arrival of Mr. Lavis has 
caused them to change their minds. 

Respectfully yours, Frank P. Corrigan 

816.51¢89/321 CO 

The Minister in El Salvador (Corrigan) to the Secretary of State 

No. 126 San Sarvapor, December 22, 1934. 
[ Received December 26. | 

Sm: With reference to Department’s instruction No. 47 dated 
November 22, 1984 and Legation’s despatch No. 107 of November 30, 

For correspondence concerning the trade agreement, see pp. 257 ff.
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1934, I have the honor to report that Mr. Fred Lavis called on me on 
December 4th to inform me of his arrival. He stated that he held 
power of attorney from the Bondholders Protective Committee for 
El Salvador bonds. He informed me of his intention to begin nego- 
tiations with Salvadoran Government either to extend the present 
temporary agreement which expires December 31, 1984 or to make a 
new agreement for payment of service on the loan. I discussed the 
situation with him as directed by the Department and gave him the 
benefit of the Legation’s information in the matter. Mr. Lavis called 
frequently after that and kept the Legation informed as to the status 
of his negotiations. He told me that Mr. Armstrong representing the 
British Bondholders had come over from Guatemala to aid him in the 
negotiations. He also furnished copies of his correspondence with 
the Government, which copies are on file in the Legation. 

On Monday December 17th Mr. Lavis called on me to inform me 
that his various conversations with the Minister of Hacienda of El 
Salvador had produced no results, and that Mr. Armstrong had gone 
back to Guatemala leaving in his hands the representation of the 
British interests. He had made various propositions none of which 
had been either accepted or refused. He stated that he was leaving 
by Grace Line Steamer on Saturday December 22nd without having 
accomplished his objective. I told him I would consider whether an- 
other informal approach by me to Minister Araujo could be of any 
help and if I decided that it might, I would call upon him. After 
careful consideration I felt that another call upon the Minister for 
Foreign Affairs would be compatible with the Department’s instruc- 
tion No. 39 of October 19, 1934. 

The following morning I made an appointment with the Minister 
for Foreign Affairs, Doctor Araujo. When I arrived for the interview 
Subsecretary Doctor Arturo Avila was also present. I emphasized 
the fact that my visit was a friendly one and in no sense official but I 
felt that it might be worthwhile to discuss some features of the failure 
to reach an agreement about the loan contract. I pointed out the un- 
desirability of the publicity that would undoubtedly be given to Mr. 
Lavis’ failure to reach an understanding and the prejudicial effect 
that it would have upon Salvadoran credit. 

I discussed some provisions of the offer which Mr. Lavis had in- 
dicated would be satisfactory and pointed out the advantages which 
might accrue to Salvador by taking advantage of them. 

Doctor Araujo then asked me if I would mind going with them 
to the President so that they might put the matter before him in 
the same light. I consented, insisting upon the entirely informal 
and unofficial status of our visit. The matter was then laid before 
President Menendez [Martinez] by Doctor Araujo in substantially
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the manner detailed above. The President listened and without mak- 
ing any commitments said that he would call in the Minister of 

Hacienda and take the matter up with him. 
Doctor Araujo and Doctor Avila both assured me after we left 

the President that they were quite sure that the matter would be 

arranged. 
The following morning the Minister of Hacienda, Doctor Menéndez 

Castro, called upon me at the Legation and gave me a long explanation 
of his position, the great losses from the recent hurricane, the necessity 
for heavy expenditures in the interest of public order, etc. I ex- 
pressed my regrets at his failure or inability to reach an agreement 
with Mr. Lavis and tried to turn his mind toward the advantage that 
would accrue to Salvadoran credit by coming to an understanding 
with Mr. Lavis, now representing both British and American 

Bondholders. 
I apprised Mr. Lavis and Mr. Renwick, the local representative 

of the loan, of these informal conversations with Government oflicials. 
They then decided to re-open negotiations in the hope that Mr. Lavis 
would not have to go home without having reached an agreement. 

I am pleased to report that the later negotiations were successful. 
Mr. Lavis called at the Legation this morning on his way to the boat 
and informed me that after considerable discussion and some minor 
changes the final draft of an agreement between the Government and 
himself for the Bondholders Protective Committee was signed this 
morning. 

The new agreement is also temporary. It provides for a com- 
plete discussion of the entire Contract beginning in March of 1935. 
It also states that a concession in interest rates will be part of the new 
agreement and that its provision will be retroactive and effective 
from December 31, 1934, the date of expiration of the present agree- 
ment. <A copy and translation will be forwarded by next airmail.” 

Respectfully yours, Frank P. Corrigan 

* Not printed.
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PRELIMINARY DISCUSSIONS RESPECTING A TRADE AGREEMENT 

BETWEEN THE UNITED STATES AND GUATEMALA 

611.1431/45 

The Acting Secretary of State to the Chargé in Guatemala (Lawton) 

No. 9 Wasuineton, January 4, 1934. 

Sir: Reference is made to your despatch 1024, September 9, and 
the Department’s instruction 303, September 26, 1933,' regarding the 
desire of Guatemala to open conversations with the United States 
with a view to concluding a commercial treaty. 

This Government is now prepared to enter into exploratory con- 
versations regarding the possibility of negotiating a reciprocal trade 
agreement. ‘The Department desires that these conversations take 
place at Guatemala and accordingly you are requested to take up the 
matter with the Minister of Foreign Affairs. You may suggest to 
him that these conversations might proceed on the following basis: 

Since over 90 percent of the imports into the United States from 
Guatemala consist of coffee and bananas, which are admitted free of 

duty, the agreement might fairly provide that this Government would 
continue to accord free entry to these products in return for conces- 
sions by Guatemala on products imported from the United States. 
It is possible that in the course of the exploratory conversations Gua- 
temala may wish to bring to the attention of the United States other 
products in addition to bananas and coffee on which concessions would 
be desired. While sympathetic consideration would be given to any 

such proposals, it is believed that in view of the importance of coffee 
and bananas in Guatemala’s trade with the United States a guaranty 
of continued free entry of these products would be equivalent in value 
to concessions by Guatemala on the principal products imported from 
the United States. 

With reference to the Foreign Minister’s suggestion regarding sugar 
this Government is not at this time in a position to indicate whether 
any provision could be made regarding the treatment of this product. 
In regard to his suggestion concerning a loan or credit facilities as a 
quid pro quo by the United States, this Government could not enter- 
tain any proposals of this kind. 

* Neither printed. 
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In addition to provisions of the character indicated above, the trade 
agreement night provide for unconditional and unrestricted most 
favored nation treatment, subject to the usual exception regarding 
Cuba, and other generally recognized exceptions; provision against 
quantitative restrictions (quotas) on imports of products respecting 
which tariff concessions are granted by each party under the agree- 
ment; provision against increased internal taxes on such products; 

‘and national treatment with respect to internal taxes on all products. 
If the Foreign Minister is prepared to begin exploratory conversa- 

tions along the general lines indicated the Department will send you 
as soon as possible a statement regarding the concessions which would 
probably be requested by the United States. 

You should make it perfectly clear that the intention of this Govern- 
ment is solely to explore the situation to determine whether negotia- 
tions, if undertaken, would be likely to meet with success. | 

Very truly yours, For the Acting Secretary of State: 
Francis B. Sayre 

611.1431 /46 

The Chargé in Guatemala (Lawton) to the Acting Secretary of State 

No. 52 GUATEMALA, January 16, 1934. 
[Received January 22.] 

Sir: I have the honor to acknowledge the receipt of the Depart- 
ment’s airmail instruction No. 9 of January 4, 1934 (received January 
15th subsequent to the receipt of the confirmation copy by regular 
pouch) regarding the possible opening of conversations between the 
United States and Guatemala with a view to concluding a commercial 
treaty. I took up the question of the possibility of opening such 
conversations with the Acting Minister of Foreign Affairs, who stated 
that he would be glad to go into the matter further upon the receipt 
of a memorandum listing the concessions which would probably be 
requested by the United States side by side with those which might be 
offered to Guatemala. He added that in his opinion President Ubico 
would be interested in the possibility of a commercial treaty, but that 
he preferred not to take the matter up with the President until he 
could present him a memorandum along the lines indicated. I con- 
veyed to him the Department’s suggestions as to the basis on which 
the conversations could proceed; and he indicated his interest in the 
concessions which might be proposed by the United States for Guate- 
malan products. He mentioned particularly his Government’s in- 
terest in possible better treatment on sugar; but I explained that the 
United States Government was not at this time in a position to indi- 
cate whether any provision could be made as to that product. In 
any case, the Minister preferred not to express any definite opinion
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as to the specific suggestions, since he is anxious first to know what 
concessions would be requested by the United States. 

I assured Licenciado Saenz de Tejada that I would communicate 
at once with the Department, and that I hoped in a short time to be 
able to provide him with a statement such as he desired. 

Respectfully yours, Epwarp P. Lawton 

611.1431/53 

The Minister in Guatemala (Hanna) to the Secretary of State 

No. 247 GuatTeMALA, July 16, 1934. 
[Received July 25.] 

Sm: I have the honor to refer to the Department’s instruction No. 9 
of January 4, 1934, and the Legation’s despatch No. 52 of January 16, 
1934, with reference to the opening of conversations with the Govern- 
ment of Guatemala, having in mind the possible conclusion of a com- 

mercial treaty, as well as the Legation’s despatch No. 232 of June 27, 
1934,? in connection with the imposition of a German quota on imports 
of Guatemalan coffee. 

I have just been informed by Licenciado Skinner Klee, Guatemalan 
Foreign Minister, that in addition to the concern which the Govern- 
ment is feeling with regard to the threatened imposition of a German 
quota it has just been learned that France has placed a quota on 
banana imports and has fixed the amount at approximately five thou- 
sand tons for the last half of the present calendar year. This amount 
is about one ship load for the larger vessels of the United Fruit Com- 
pany. Further, since the restriction provides that the entire quota 
may be taken at any one time, Dr. Skinner Klee felt that the shipment 
would in all probability be made from Santa Marta in Colombia and 
this would mean no further banana sales for Guatemala to France. 
However, since such exports have previously been slight and the 
greater part of the income therefrom derives to the United Fruit 
Company, it would appear that the Foreign Minister is needlessly 
worried. 

The developments reported by Dr. Skinner Klee have increased the 
desire of his Government to negotiate a trade arrangement with the 
United States which would open up a broader market for Guatemalan 
products, especially for a larger percentage of Guatemalan coffee 
which has heretofore been shipped to Germany. In a number of 
conversations which I have had recently with the Minister for For- 
eign Affairs he has manifested his interest as well as his anxiety in 
this connection. He appears to be a strong advocate for the increase 

* Not printed. . og
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of trade between Guatemala and the United States even to the extent 
of making the latter the exclusive market for Guatemalan sales. 

Should this eventuate he advocates greatly increased imports from the 

United States to the extent of making us the sole source of supply for 
such products as we are able to furnish. 

Dr. Skinner Klee brought up the subject again only this morning, 

when I called upon him in connection with another matter, and told 
me that he proposed to request formal authority of President Ubico to 
enter into negotiations for a trade agreement with the United States 
which might accomplish what he has in mind. It was not indicated, 
however, whether, in preliminary conversation with regard thereto, 
the Guatemalan Government would endeavor to insist upon a prefer- 
ential rate on sugar exports, as was indicated in the Legation’s des- 
patch first mentioned. 

Respectfully yours, MatrHew E. Hanna 

611.1431/45 : Telegram 

The Secretary of State to the Minister in Guatemala (Hanna) 

WasHiIneTon, July 17, 1934—8 p. m. 

24, Department’s instruction No. 9, January 4, 1934. The Depart- 
ment wishes to commence exploratory conversations as soon as possi- 
ble. It is therefore preparing a study of the trade between the two 
countries and a list of the concessions which would probably be asked 
of Guatemala. This list will be forwarded to youshortly. It is hoped 
that Guatemala in turn will be in a position to expedite its own study 
in order that actual conversations can be initiated in Guatemala not 
later than September 1. Please ascertain and report whether this is 
agreeable to the Government of Guatemala. It is desired that no 
publicity be given matter for time being. 

Hou 

611.1431/52 : Telegram 

The Minister in Guatemala (Hanna) to the Secretary of State 

GuatTemaLa, July 18, 1934—10 a. m. 
[Received 12:15 p. m.] 

47. Department’s 24, July 17, 8 p. m., concerning trade agreement 
with Government of Guatemala. I judge from recent conversations 
with the Minister of Foreign Affairs of Guatemala that it would now 
be agreeable to this Government to begin exploratory conversations 
for a reciprocal trade agreement. 

Hanna
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611.1431/54 

The Minister in Guatemala (Hanna) to the Secretary of State 

No. 258 GuaTEMALA, July 24, 1934. 
[Received July 30. | 

Sir: With reference to the Department’s telegram No. 24 of July 17 
expressing its desire to begin exploratory conversations with regard to 
the conclusion of a reciprocal trade agreement between the United 
States and Guatemala, I have the honor to report that the Minister for 
Foreign Affairs in conversation with me this morning confirmed my 
previous impression reported in my telegram No. 47 of July 18, 10 a. m., 
and my despatch No. 247 of July 16, 1934, that it would be agreeable 
to this Government to begin such conversations. 

I informed Licenciado Skinner Klee of the Department’s readiness 
to enter into exploratory conversations and its desire that they should 
commence not later than September 1st. The Minister expressed him- 
self as being heartily in favor of opening such conversations and 
informed me that he is only waiting some more definite advice concern- 
ing the real intentions of Germany relative to the threatened imposi- 
tion of a coffee quota before committing his Government to a definite 
date for the opening of conversations. He added, however, that in all 
probability September 1st would be a satisfactory date. 

In the course of our conversation, Dr. Skinner Klee stated that he 
felt that regardless of the difficulties which had arisen recently with 
Germany and France as well as other trade complications to the dis- 
advantage of Guatemala, he was strongly of the opinion that Guate- 
mala should have a special trade agreement with the United States 
which would intensify their commerce and especially give to Guate- 
mala a larger market for its products in the United States. He said 
that Guatemalan imports from Japan were now at the rate of approxi- 
mately $70,000 per month and that Japan purchased practically noth- 
ing of Guatemala. He said this was a condition which should not be 
permitted to continue indefinitely. He added that the merchandise 
being imported from Japan is of decidedly inferior quality but that it 
would take Guatemalan consumers sometime to learn this and that the 
absurdly low prices for this merchandise are a tremendous inducement 
to the purchaser. 

The Minister then went on to observe that Guatemalan coffee, 
bananas and chicle enter the United States free of duty and he 
seemed to think that there is not much probability that a duty will be 
imposed on them. At the same time he appeared to recognize that 
an assurance that these products would continue to enter the American 
market free of duty would furnish a guarantee for the future which 
would be of value to Guatemala. I told him that it is to be presumed
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that my Government would endeavor to negotiate trade agreements 
with the other Latin American countries and that, although it may not 
be probable, it is possible that circumstances would arise in such nego- 
tiations which would make it desirable for my Government to offer 
special inducements to some other coffee producing country for the 
importation of its coffee into the United States. I told him that I 
was saying this without any information from my Government to that 
effect, and that I was sure he would understand that I was not imply- 
ing anything in the nature of a threat but was merely pointing out a 
common sense view of the matter which Guatemala should not over- 
look. I told him that I felt confident that it is the desire of my Gov- 
ernment, and that certainly it is my own, that any special trade ar- 
rangement with Guatemala should be for the mutual benefit of both 
countries, and that he could count on our effort to make the arrange- 
ment of benefit to Guatemala. 

In connection with the foregoing Dr. Skinner Klee told me that 
Dr. Lépez * when here had not seemed to be pleased with the proposed 
trade arrangement between the United States and Colombia +‘ and had 
expressed doubt as to whether it would be acceptable to his Govern- 
ment when it is inaugurated. 

The Minister, as on former occasions recently, expressed himself as 
being unqualifiedly of the opinion that a special trade agreement 
should be and can be made between Guatemala and the United States 
which would be to their mutual advantage. As heretofore, he ex- 
pressed himself as strongly of the opinion that Guatemala should 
broaden the market for its products in the United States and should 
purchase a greater percentage of its importations in the market of 
the United States. 

Respectfully yours, Marruew BE. Hanna 

611.1431/57 : Telegram 

The Minister in Guatemala (Hanna) to the Secretary of State 

Guatemaa, August 3, 1934—6 p. m. 
[Received 10:05 p. m.] 

51. My despatch No. 258, July 24. Minister for Foreign Affairs 
told me this morning that under existing circumstances he could hardly 
expect in near future a definition of Germany’s attitude on trade mat- 
ters with Guatemala but that regardless of Germany’s attitude his 
Government expects to give consideration to any proposals the Gov- 
ernment of the United States might care to make when the prospective 
conversations are opened about September Ist. 

Hanna 

* President of Colombia. 
“See pp. 66 ff.
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611.1431/58 : Telegram 

The Minister in Guatemala (Hanna) to the Secretary of State 

Guatema.a, August 7, 1934—6 p. m. 
[Received 7:48 p. m.] 

52. My 51, August 3,6 p.m. Miunister of Foreign Affairs has just 
told me that President Ubico is prepared now to begin conversations 
on proposed treaty and I gathered that he will be pleased if they can 
begin before September 1. 

Hanna 

611.1431/54 : Telegram 

The Acting Secretary of State to the Minister in Guatemala (Hanna) 

WasuHrnerTon, August 30, 1934—7 p. m. 

28. Legation’s despatch No. 258, July 24, 1934. You may inform the 
Guatemalan Government that the Department expects within a few 
days to give public notice of this Government’s intention to negotiate 
a foreign trade agreement with Guatemala. You will be informed by 
telegraph as soon as the notice is given. 

PHILLIPS 

611.1431/67 : Telegram 

The Minister in Guatemala (Hanna) to the Secretary of State 

GuatemaLa, August 31, 1934—noon. 
[ Received 2: 25 p. m. | 

55. I have just complied with the Department’s telegram No. 28, 
August 30, 7 p. m., and the Minister for Foreign Affairs told me this 
Government is prepared to begin negotiations. 

Hanna 

611.1431/70 

The Minister in Guatemala (Hanna) to the Secretary of State 

No. 382 GUATEMALA, September 5, 1934. 
[ Received September 12. ] 

Sir: With reference to my recent despatches in connection with the 
_ proposed commercial agreement between the United States and Guate- 
mala, I have the honor to report that in conversation with the Minister 
for Foreign Affairs this morning he mentioned the following matter 
to me. 

He stated that a concession which the United States might make and 
which would be of material benefit to Guatemala would be to impose a
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duty on chicle imported into the United States, and then exempt Guate- 
mala from the payment of the duty. Dr. Skinner Klee said this ar- 
rangement would tend to correct the contraband traffic in chicle origi- 
nating in Guatemala and exported to the United S.ates through Belize 
and Mexico as being of origin in British Honduras and Mexican terri- 
tory. He was of the opinion that thirty thousand quintals yearly 
would be a conservative estimate of the quantity of such chicle on which 
this Government is losing the export tax of $5.00 per quintal. The 
Minister added that there was an even greater loss to Guatemala aris- 
ing from the much lower wages paid for gathering this contraband 
chicle and the further fact that these wages are paid with merchandise 
furnished by merchants in British Honduras and Mexico. He esti- 
mated that the total loss might be reasonably fixed at somewhere be- 
tween $300,000 and $400,000 annually. 

In discussing the foregoing Dr. Skinner Klee suggested that, if this 
arrangement could be made, this Government might forbid the ship- 
ment of alcoholic and spirituous liquors in transit through Guatemalan 
ports, and thus extend its assistance in preventing the contraband ship- 
ment of such liquors to the United States. He recalled in this connec- 
tion the shipment of liquor which was recently landed at Puerto 
Barrios in bond (See my despatch No. 324 of August 31, 19345) and 
immediately trans-shipped to other ports, probably with the United 
States as its ultimate destination. 

Respectfully yours, Matruew E. Hanna 

611.1431/70a: Telegram 

The Acting Secretary of State to the Minister in Guatemala (Hanna) 

WasHINGTON, September 10, 1934—8 p. m. 

30. Public notice of intention to negotiate a foreign trade agree- 
ment with Guatemala was given September 7.2 Please inform Min- 
ister for Foreign Affairs. 

PHILLIPS 

614.003/80 : Telegram 

The Secretary of State to the Minister in Guatemala (Hanna) 

Wasuineron, September 25, 1984—5 p. m. 

31. Reference despatch No. 46 of September 12, 1934,’ from 
Consulate General reporting an increase in the import tariff on 
automobiles. 

* Not printed. 
*For text of public notice and statistics on trade between the United States 

and Guatemala, issued by the Department of State on September 7, 1934, see 
Department of State, Press Releases, September 8, 1934, pp. 170-173. 

* Not printed ; it transmitted a copy of decree No. 1577, issued on September 10, 
1934, by the President of Guatemala.
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| Inasmuch as Guatemala has expressed its desire to negotiate a 
commercial agreement with the United States, the general purpose of 
which it is clearly understood will be to remove or reduce existing 
barriers to trade, including import tariffs, the Department believes 
it has a right to expect that the Government of Guatemala, pending 
the completion of the negotiation, should refrain from increasing its 
import duties on products which are principally of American origin. 
It is desired that you point this out informally to the Minister for 
Foreign Affairs and report the result of your representations. 

Huu 

614.003 /82 

The Minister in Guatemala (Hanna) to the Secretary of State 

No. 3860 GUATEMALA, September 28, 1934. 
[Received October 3. | 

Sir: I have the honor to refer to Consul General Marsh’s despatch 
No. 53 of September 25, 1934,° reporting certain changes in the Guate- 
malan Customs Tariff and to the Department’s telegram No. 31 of 
September 25, 5 p. m. 

I have consulted with Mr. Marsh in this connection and he has 
informed me that the Customs duty, Index No. 484-1-08-05 referred 
to in the enclosure to the despatch under reference, is a new item, 
while the remaining items on which duty is to be collected at the rate 
of 15 centavos per kilo have all been reduced from 80 centavos per kilo. 

Mr. Marsh assures me that the changes will not affect American 
imports to any appreciable degree and I am not, therefore, com- 
municating with the Minister for Foreign Affairs in the premises. 

Respectfully yours, Matruew EK. Hanna 

611.14381/76: Telegram 

The Minister in Guatemala (Hanna) to the Secretary of State 

GUATEMALA, September 29, 1934—noon. 
[Received 2:45 p. m.] 

62. Department’s telegram No. 58, September 28, 6 p. m.®° The 
Minister for Foreign A ffair’s has just told me that the agreement will 
go into effect immediately on signature by President Ubico acting 
under his extraordinary powers but must be submitted to the Legisla- 
tive Assembly for ratification when it convenes next March. 

Hanna 

®Not printed. 
° Post, p. 520. |
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611.1431/70 

The Secretary of State to the Minister in Guatemala (Hanna) 

No. 90 WasurineTon, October 2, 1984. 

Sir: The receipt is acknowledged of your despatch No. 332 of Sep- 
tember 5, 1934, reporting that the Guatemalan Minister for Foreign 
Affairs, in discussing with you the proposed trade agreement between 
the United States and Guatemala, stated that a concession which the 

United States might make would be to impose a duty on chicle and 
exempt Guatemala from its effect. 

In its negotiation of trade agreements under the Trade Agreements 
Act of June 12, 1934,!° the Department does not contemplate departing 
from its policy of unconditional and unrestricted most favored nation 
treatment, subject to the usual exception regarding Cuba, and other 
generally recognized exceptions. Moreover, the authority conferred 
upon the Executive by the Trade Agreements Act does not extend to 
transferring tariff items from the free to the dutiable list, nor to effect- 
ing any tariff reductions on dutiable items in excess of fifty per cent. 
Inasmuch as chicle in its natural state is on the free list, it is evident 
that the only concession that could be granted would be one providing 
that this product should continue to be admitted free of duty. Fur- 
thermore, under the policy of most favored nation treatment this 
Government would not discriminate in favor of the product of one 
country as against the product of another unless the latter discrimi- 
nated against the trade of the United States or unless the acts or 
policies of such country were such as to defeat the purposes of the 
Act. | 

In your conversations with officials of the Guatemalan Government 
on the subject of the proposed trade agreement you may make such 
use of the foregoing information as you may consider desirable. 

Very truly yours, For the Secretary of State: 
| Francis B. SAYRE 

611.1481/77 

The Minister in Guatemala (Hanna) to the Secretary of State 

No. 381 GuatemMata, October 10, 1934. 
[Received October 17. ] 

Sir: I have the honor to refer to my despatch No. 332 of September 
5, 1934, with regard to the proposed commercial agreement between 
the United States and Guatemala and to report that when I called 
on the Minister for Foreign Affairs this morning he again brought 
up the matter of contraband shipments of chicle from Guatemala 

48 Stat. 943.
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with relation to contraband shipments of alcohol from Puerto Barrios. 
I thereupon communicated to the Minister the essence of the Depart- 
ment’s instruction No. 90 of October 2, 1984, which was in reply to 
the despatch under reference. 

In subsequent discussion the Minister inquired if it might not be 
practicable to include in the prospective trade agreement an obligation 
on the part of Guatemala to prevent contraband shipments of alcohol 
and liquor from Guatemalan ports in return for an obligation on the 
part of our Government to prevent the entry into the United States 
of contraband shipments of chicle. He added in this connection that 
much chicle originating in Guatemala is now being shipped to the 
United States through Belize. I inquired of him how the American 
authorities would be able to determine whether the chicle reaching 

_ the United States was of contraband origin and he replied that the 
object he had in view might be attained if the United States should 
require all shipments of chicle from Belize to be accompanied by 
documents showing that the chicle originated in British Honduras. 

The Minister stated that he would like me to present the foregoing 
idea for consideration in Washington. 

Respectfully yours, Marrurw E. Hanna 

611.1431/77 

The Secretary of State to the Minister in Guatemala (Hanna) 

No. 101 WasuinerTon, October 24, 1934. 

Sir: The receipt is acknowledged of your despatch No. 381 of 
October 10, 1984, reporting the desire of the Guatemalan Minister 
for Foreign Affairs to have included in the proposed trade agreement 
between the United States and Guatemala provision for the assistance 
of the United States Government in suppressing the entry into the 
United States of contraband chicle. 

In this regard, the Department is giving consideration to the pos- 
sibility of meeting the wishes of the Guatemalan Government in this 

matter by means of certificates of origin on chicle imported into this 
country. You will be notified in due course as to whether or not it is 
found possible to agree to an arrangement along these lines. Mean- 
while, you may wish to suggest informally to the Foreign Minister 
that he include this proposal on the list of desired concessions which 
it is presumed the Guatemalan Government is preparing for submis- 
sion to this Government as a preliminary to the negotiations for a 
trade agreement. 

Very truly yours, For the Secretary of State: 
Francis B. Sayre
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611.1431/83 

The Minister in Guatemala (Hanna) to the Secretary of State 

No. 453 GuatemaALa, December 7, 1934. 
[Received December 12. | 

Sm: With reference to previous reports concerning the proposed 
trade agreement with Guatemala, I have the honor to transmit here- 
with a copy and translation of a letter which the Minister for Foreign 
Affairs here addressed to the Minister of Hacienda on November 21, 
1934." A copy of the letter was given to me informally and in confi- 
dence by Dr. Skinner Klee. It appears that the Minister of Hacienda 
is seeking some plan to restrict imports from countries, such as Japan, 
with which Guatemala has an unfavorable balance of trade, and has 
requested the advice of the Minister for Foreign Affairs. Dr. Skinner 

| Klee proposes to solve this problem by establishing a differential tariff 
which will impose a surtax on imports from countries with which 
Guatemala has an unfavorable balance of trade, the amount of the 
surtax to be based on a comparison of imports and exports of such 
countries by semesters. 

The Minister for Foreign Affairs seemed to think that there is good 
prospect for some such solution as this to be adopted. The Executive 
has ample authority under its extraordinary powers to cover this mat- 
ter by executive decree.” 

Respectfully yours, MatrHew E. Hanna 

611.1431/84 

The Minister in Guatemala (Hanna) to the Secretary of State 

No. 473 GUATEMALA, December 22, 1934. 
[Received December 26. | 

Sir: With reference to the Department’s instruction No. 106 of 
November 10, 1934," in connection with the consideration which the 
Inter-Departmental Committee was giving to the possibility of meet- 
ing the wishes of the Guatemalan Government in suppressing the 
entry into the United States of contraband chicle by the requirement 
of certificates of origin, I have the honor to report that on November 
19, I informed the Minister for Foreign Affairs of the study being 
made by the Committee as well as of the doubt expressed as to whether 

* Not printed. 
* By telegram No. 4, January 29, 1935, 3 p. m., from the Minister in Guatemala, 

the Department was informed that an Executive decree had been issued January 
26, 1935, increasing import duties 100% on all merchandise from countries whose 
exports to Guatemala during the calendar year 1934 increased 100% in volume, 
and stating that its purpose was to conserve the Guatemalan market for coun- 
tries which purchase Guatemalan products (611.1481/8¢). 

789736—52——28
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the adoption of a requirement for certificates of origin would be suf- 
ficient in itself to reduce substantially shipments of contraband chicle 
out of Guatemala. I also advised the Minister for Foreign Affairs 
that it would be of assistance to the Inter-Departmental Committee 
if it could be provided with a definite suggestion from this Govern- 
ment as to the nature of the assistance by means of documentary re- 
quirements that is desired by this Government. 

In reply to my note I have now received a note dated December 20, 
1934, from the Minister for Foreign Affairs, a copy and translation * 
of which is transmitted herewith. It will be observed that the Min- 

ister of Finance and Public Credit states that the procedure of requir- 
ing certificates of origin would be absolutely useless in attempting to 
shut off the contraband trade in chicle. It will be noted also that 
the note makes no definite suggestion in response to the invitation set 
forth above. 
Respectfully yours, Matruew EK, Hanna 

611.1431/84 

The Secretary of State to the Minister in Guatemala (Hanna) 

No. 132 WasuHineTon, January 11, 1935. 

Sir: Referring to your despatch No. 473, of December 22, 1934, con- 
cerning trade in contraband chicle, the Department observes that the 
Guatemalan Foreign Minister’s reply to your note No. 76, of November 
19, 1984, merely states that if the United States should require certifi- 
cates of origin on chicle, that measure would be “completely useless” in 
aiding the Guatemalan Government to suppress contraband traffic 
in chicle. 

In view of the negative nature of this reply, the Department will 
not give any further attention to this subject unless the Guatemalan 
Government, on its own initiative, sees fit to pursue it further. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

* Not printed.
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WITHDRAWAL OF AMERICAN MARINES FROM HAITI AND TRANSFER 

TO THE HAITIAN GOVERNMENT BY THE UNITED STATES OF CER- 
TAIN PROPERTY IN HAITI 

838.00/3182 

— The Minister in Haiti (Armour) to the Acting Secretary of State 

. No.196 Port-au-Prince, November 28, 1933. 
[Received December 2. | 

Sir: I have the honor to submit herewith a memorandum on the gen- 
eral subject of the disposition of United States Government property 
in Haiti, in connection with the withdrawal of the United States 
Marine forces in October 1934, as provided by the Accord of August 
7, 1933.2 

There are a great many aspects of this question which, I feel, should 
receive the early attention of the Department. During the eighteen 
years [in] which United States military forces have been present in 
Haiti, large stocks of military and nonmilitary material have accumu- 
lated and numerous buildings, both temporary and permanent, have 
been erected on Government or privately owned land. It is believed 
that these structures and a part of the stock of supplies on hand are not 
of sufficient value to justify the expense of transportation to the United 
States, either for sale or for use by the American Government there. 
It would seem that in the disposition of this property our Government 
is offered an excellent opportunity to make a generous gesture to the 
Haitian Government which, properly handled, would have an ex- 
cellent effect both here and throughout Latin-America. Conversely, 
I feel that if our Government should pursue a commercial dollars and 
cents policy, in disposing of this property, the amount of money ac- 
tually to be saved to the Treasury could in no way compensate for 
the good will which might otherwise be obtained. If existing statutes 
conflict with such a course, the Department may wish to consider the 
advisability of having appropriate legislation introduced at the next 
session of the United States Congress. 

The Garde d’Haiti, which has been built up to its present state of 
efficiency through the efforts of American Marine Corps officers, is 
now to be placed on its own resources with the sole assistance of a small 
American Military Mission. The Garde d’Haiti has never owned its 

* Not printed. 
* Foreign Relations, 1938, vol. v, p. 755. 
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own rifles and the enclosed letter * from General Clayton B. Vogel, 
Commandant of the Garde, shows that the Marine Corps proposes to 
sell the rifles, bayonets and scabbards now used by it for the total 
amount of $36.645.00. While it is not questioned that this is a rea- 
sonable price, if account be taken of the use they have had of them, it 
is suggested that the interested departments of our Government might 
be consulted with the object of materially reducing this figure. It 
would of course be made clear to the Haitian Government that this 
action was being taken as an expression of our good will. In addi- 
tion to these articles, the Garde d’Haiti is undoubtedly in need of 
other equipment now carried by the First Brigade in Haiti which 
could be transferred to it at a small, if not nominal, cost. 

It is brought out in the attached memorandum that the Haitian 
Government has, at various times, advanced the claim that American 
military forces seized arms and equipment of the Haitian army at the 
time of the original occupation and, furthermore, that buildings of the 
Haitian Government, notably the barracks occupied by the Second 
Regiment, have not been adequately paid for. While it was clearly 
brought out in the letter of the Navy Department, dated February 6, 
1933, to the Department of State, a copy of which was forwarded to 
this Legation with Instruction No. 28 of February 21, 19338,‘ that this 
claim is without any serious foundation, it occurs to me that an 
arrangement might advantageously be made with the Haitian Govern- 
ment by which the latter would agree to withdraw any claim for dam- 
ages which it might have against the United States in return for such 
generous treatment as we might be able to accord to it in connection 
with the disposition of Government property. 

The enclosed memorandum also raises the question of claims of 
private citizens against the American Government for both official and 
unofficial acts of the Marine forces in Haiti. It is my opinion that this 
question is one which should receive very careful consideration at this 
time. If we disregard it, we shall undoubtedly be plagued for a long 
time after the withdrawal of our forces with many claims for damages 
suffered by individual Haitians at our hands, claims which, regardless 
of their frivolous nature, will be a source of constant embarrassment. 
It would appear that this would be an advantageous moment to work 
out, together with the Haitian Government if need be, some program 
which will forestall future difficulties. 

In connection with the settlement of claims, the services of a com- 
petent Haitian lawyer will be required and I particularly invite the 
Department’s attention to the recommendation in the enclosed memo- 
randum that an appropriation be made available to the Legation to 
employ such services. 

“Not printed.
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While I realize that many of the question[s] raised in this despatch 
and the enclosed memorandum will have to be settled by the people 
here on the ground, nevertheless I consider that before any final deci- 
sions can be made here it will be necessary to have a general statement 
of policy from the interested departments in Washington, together 
with precise information as to the legal position which will be taken by 
the Comptroller General in connection with the disposal of Govern- 
ment property. 

It is believed that the Department will have available information 
concerning the manner of withdrawal of our forces from Santo Do- 
mingo and Nicaragua which will be of assistance in determining the 
best course of action in the present case. It is probable that the Comp- 
troller General has, in the past, rendered decisions concerning the sale 
of Government property to foreign governments under similar circum- 
stances. It is requested that any of this information which might be 
of use to the Legation be forwarded to Port-au-Prince. 

Despite the fact that almost a year remains before the withdrawal of 
the Marine forces from Haiti, it is urgently recommended that the 
questions raised herein, concerning the sale of rifles and other equip- 
ment to the Garde d’Haiti, and the disposal of Marine Corps property, 
be given the Department’s early consideration. 

Respectfully yours, Norman Armour 

838.00/3199 : Telegram 

The Acting Secretary of State to the Minister in Haiti (Armour) 

WASHINGTON, June 5, 1934—8 p. m. 

44, Your 57, June 5,10 a.m.5 The President today sent a special 
message to the Congress * requesting legislative authorization to give 
to the Haitian Government a portion of Marine Corps material and 
a bill will be introduced in both Houses of Congress within the next 
few days to authorize the President to make the gift." 

You will be advised immediately the bill is enacted into law. 
PHILLIPS 

888.00/3201a : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

WasuHineton, June 21, 1934—2 p. m. 
49, Department is favorably inclined to suggestion contained in 

your personal letter June 11th.2 Navy Department informs us that 

5 Post, p. 366. : 

* Department of State, Press Releases, June 9, 1934, p. 362. 
‘For agreement by President Roosevelt with President Vincent of Haiti to 

request this authority, see joint statement quoted in telegram No. 18, April 18, 
to the Minister in Haiti, p. 352. 

* Letter not found in Department files.
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complete withdrawal can be made effective by August 15th if instruc- 

tions are given in the immediate future. The matter will be presented 

to the President for his decision immediately upon his return to 

Washington June 26th and you will be notified of such decision by 
cable immediately thereafter. 

Hou 

838.00/3201 : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

WasHIncton, June 21, 1934—7 p. m. 

51. The following law has been enacted : ® 

“That the President of the United States is hereby authorized, in 
his discretion, to transfer permanently and deliver to the Government 
of Haiti, without charge against that Government, all right, title, and 
interest of the Government of the United States in such hereinafter- 
named property, now in Haiti, as may appear appropriate to the Presi- 
dent of the United States: 

(a) Equipment, supplies, materials; (6) buildings on land belong- 
ing to the Government of Haiti and land leased from private owners; 
and (¢c) three emphyteutic leases and one permanent easement cov- 
ering four parcels of land used by the United States as a radio station 
at Port-au-Prince, Haiti. 

Sec. 2. The Government of Haiti shall assume all obligations of 
the Government of the United States under said leases and easements.” 

You are authorized to confer with the Brigade Commander and 
the appropriate Haitian authorities with a view to determining the 
matériel to be turned over when the evacuation takes place. In this 
connection reference is made to lists numbered 1 to 6, inclusive, used 
in your recent conversations here and copies of which you carried with 
you. It is of course understood that the machine guns and the Stokes 

: mortar equipment on List No. 4 will not be turned over. 
In addition there is understood to be a good deal of medical equip- 

ment and supplies which the Navy has agreed to turn over to Haiti. 
Hou 

838.00/38204 : Telegram 

Lhe Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, July 2, 1934—1 p. m. 
[ Received 3: 08 p. m. | 

71. Department’s telegram No. 49 of June 21,2 p.m. Could Depart- 
ment inform me whether any decision has been reached and if so 
whether the announcement is to be made following the meeting of the 
two Presidents. 

ARMOUR 

* Law approved June 19, 1934; 48 Stat, 1117. oe
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838.00/3204 : Telegram . 

The Secretary of State to the Minister in Haiti (Armour) 

WASHINGTON, July 2, 1934—7 p. m. 

59. Your 71, July 2,1 p.m. The President has decided to accede to 
the request of the President of Haiti that complete withdrawal be 
effected by August 15th, but he does not desire that this decision be 
made public until subsequent to his conference with President Vincent 

on July 5th. 
The Navy Department has been confidentially informed and has 

advised this Department that withdrawal can be completed by the date 

indicated. 

| Hoi 

811.001 Roosevelt Visit/58 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

U.S. S. “Jacos Jonss”, July 5, 1934—8 p. m. 
[Received July 6—6:18 a. m.] 

72. The President landed at Cape Haitien at 9:30 this morning.” 
He was greeted at the landing by President Vincent and members of 
the Cabinet. Due to an attack of dengue fever I was unable to reach 
Cape Haitien in time to accompany the President ashore. Drew," 
however, together with General Little ” accompanied the President. 
The President and his party were driven through the streets of the city 
to the temporary presidential palace where approximately three hun- 
dred persons including Haitian and American officials and citizens had 
gathered to greet him. Brief speeches were made by both Presidents 
following which a private conversation was held the subject and com- 
muniqué of which is to be announced in a communiqué issued by the 
Haitian Government. Text of speeches and communiqué will be for- 
warded to the Department by air mail. The main points to be referred 
to in the communiqué are: (1) announcement of complete Haitianiza- 
tion of the Garde on August 1st and withdrawal of Marine forces dur- 
ing the fortnight following—the President referred to this in his 
speech; (2) announcement of the action of the Congress authorizing 
the President to give a portion of Marine Corps equipment in Haiti 
to the Haitian Government; and (8) announcement that negotiations 
would shortly be undertaken for conclusion of a commercial treaty. 

Following reception the President returned to the Houston receiv- 
ing President Vincent on board about noon. I was able to be present 

Zon, President Roosevelt made this visit to Haiti while on a cruise to the Canal 

a Gerald A. Drew, Third Secretary of Legation at Port-au-Prince. 
* General Louis McCarty Little, commanding officer of the First Brigade of 

U. 8S. Marines in Haiti.
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at this meeting. The visit of the President was an unqualified success 
from every point of view. The President expressed himself to me 
as being greatly pleased with the visit. While, of course, full reports 
have been forwarded by the press the President felt that an official re- 
port should be sent to the Department for such use as it may wish to 
make of it. 

ARMOUR 

838.00/3218 

The Third Secretary of Legation in Haiti (Drew) to the Secretary 

of State 

No. 352 Port-au-Prince, July 9, 1934. 
[Received July 12.] 

Sir: I have the honor to enclose herewith copies and translations 
of a draft note from the Haitian Foreign Office forwarding to the 
Legation the proposed text of a note modifying the provisions of 
Articles I, II and V of the Accord of August 7, 1933. 

The proposed note will have the effect of placing into force the in- 
formal agreement reached between President Roosevelt and President 
Vincent in their conversations at Cape Haitian on July 5 for the com- 
plete Haitianization of the Garde d’Haiti on August 1, 1934, and the 
withdrawal of the Marine Forces now in Haiti within the following 
fortnight. 

The text of the Haitian Government’s note has been submitted to 
the Commandant of the Garde d’ Haiti and the Director of the Ameri- 
can Scientific Mission and meets with their approval. M. Laleau,' 
in handing the draft note to me this morning, expressed the hope that 
a prompt reply could be received from the Department so as to permit 
the proposed exchange of notes to be effected at as early a date as 
possible. It is respectfully requested that the Department telegraph 
the Legation authorization for the exchange of notes together with 
any changes in the text thereof which may be necessary. 

For the information of the Department, I have the honor to en- 
close copies of the communiqué issued by the Haitian Government 
following the conversations of July 5 at Cape Haitian. While the 
communiqué was originally drafted by the Foreign Office, certain 
necessary changes in the text thereof were made by the Legation prior 
to submitting it to the President. The President personally inserted 
the words appearing at the end of the second paragraph, “a fortnight 
later,” instead of, “on August 15, 1934,” as originally provided, with 
the understanding that this expression when rendered into French 
would furnish a certain latitude with regard to the date of final 
evacuation. The revised communiqué proved acceptable to President 

* Léon Laleau, Haitian Secretary of State for Foreign Relations.
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Vincent and was published by the Government in the form of a com- 
muniqué in the semi official Hatti-Journal with the English text ap- 
pearing as the original and the French text given as a translation. 

The Commandant of the Garde d’Haiti informs the Legation that 
plans are being completed for the carrying out of the new arrange- 
ment and the Director of the American Scientific Mission has indicated 
his intention of turning over his service to the Haitian Government 
as of the same date, August 1. It has been learned informally that 
the First Brigade has received no information from the Navy De- 
partment concerning the date when transports or other vessels will 
be furnished to evacuate the members of that organization. 

Respectfully yours, GERALD A. Drew 

[Enclosure 1—Translation] 

Draft Note From the Haitian Foreign Office 

Port-au-Prince, July , 19384. 

Mr. Minister: As Your Excellency is aware, in the course of the 
conversations which were held in Cape Haitian on July 5 between His 
Excellency, President Vincent, and His Excellency, President Roose- 
velt, it was agreed, on the request of the Haitian Government and be- 

cause of the rapid progress of the Garde d’Haiti, to terminate on Au- 
gust 1, 1984, the services of the American officers in that organization 
and in the following fortnight to effect withdrawal of the Marine 
Brigade. 

Giving effect to this understanding, I have the honor to communi- 
cate to Your Excellency in the name of my Government a draft accord 
for that object. I am most anxious to receive in the shortest possible 
time a communication from your Government concerning this draft, 
in order that we can fix an early date for the signature of the accord 
which is to be concluded between our two Governments. 

Once again rendering due homage to the friendly disposition shown 
by the Honorable President of the United States toward the Haitian 
people and Government, I take this occasion to reiterate to you, Mr. 
Minister, the assurance of my high consideration. 

[Enclosure 2—Translation ] 

Draft Agreement Between the United States and Haiti, 
Modifying the Agreement of August 7, 1933 

The undersigned Plenipotentiaries, duly authorized by their re- 

spective Governments, 
Whereas the President of the Republic of Haiti and the President of 

the United States of America, in the course of their conversation at 
Cape Haitian on July 5, 1934, reached the agreement, because of the
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rapid progress made by the Garde d’Haiti, to terminate completely 
the services of the American officers in that organization on August 
1 of this year, | 

Whereas the President of the Republic of Haiti and the President 
of the United States of America, on the request of the Haitian Gov- 
ernment, have furthermore agreed on the withdrawal of the Marine 
forces of the United States of America in the fortnight following 
August 1, 1934; 

Have agreed to the following arrangement : 

ArticLe I 

On August 1, 1934, the service of the American officers in the Garde 
d’Haiti shall terminate. On the said date the Garde, under complete 
command of Haitian officers, will be turned over to a colonel in active 
service whom the President of Haiti shall designate as Commandant. 

Articiz I] 

The withdrawal of the Marine Brigade of the United States and 
the American Scientific Mission, established by the Accord of August 
5, 1931, shall be effected in the shortest period possible in such a man- 
ner as to be complete in the fortnight following the termination of the 
services of the American officers in the Garde. 

Articie ITT 

The provisions of the present arrangement modify those of previous 
treaties and agreements between the contracting parties which may 
be contrary thereto, notably, the stipulations contained in Articles I, 
II and V of the Accord of August 7, 1933. 

Signed at Port au Prince in duplicate in the French and English 
languagesthis..... day of July, 1934. 

| [Enclosure 3—Translation] 

Communiqué Issued by the Haitian Government, July 6, 1934 

During the conversation held today, July fifth, in Cape Haitian, be- 
tween President Roosevelt and President Vincent, the following con- 
clusions were reached: 

1. In view of the rapid progress made by the Garde d’Haiti, and 
upon the request of the Haitian Government, it has been agreed that 
the Garde d’Haiti will be turned over to complete Haitian command 
on August 1, 1934. All American Marine forces now in Haiti will 
be withdrawn a fortnight later. 

* Foreign Relations, 1931, vol. 11, p. 505.



HAITI 301 

2. President Roosevelt informed President Vincent of the action 
of the Congress of United States which authorized him to present 
to the Haitian Government a portion of the equipment belonging 
to the American Government, now in use by the Garde d’Haiti and 
Marine forces in Haiti. | : | | : 

8. Negotiations will be begun shortly between the two governments 
for the conclusion of a commercial treaty the underlying principles 
of which have been under discussion for some time.7® 

It is hoped that such a treaty will result in a mutually profitable 
increase in the commerce between the two countries. a 

The conversations held between the two Presidents at Cape Haitian 
have served to reaftirm the feeling of friendship and cordiality existing 
between the United States and Haiti, a feeling which was signally 
marked in the course of their conversations held last April in the 
city of Washington, D. C. 

PRESIDENTIAL Pauace, Care Harrtan, July 5, 1934. 

838.00/8212 

The Secretary of State to the Minister in Haiti (Armour) 

No. 186 WASHINGTON, July 12, 1934. 

Sir: There is transmitted herewith a copy of a letter dated July 
10, 1934, from the Acting Secretary of the Navy,"* relating to the trans- 
fer to the Haitian Government of certain leases, buildings, equip- 
ment, supplies and matériel, the property of the United States located 
in Haiti. 

It will be noted that the list of property set forth in the Navy 
Department’s letter is somewhat smaller than that contained in the 
lists referred to in the Department’s telegraphic instruction No. 51 
of June 21, 1934. After checking these lists with the Navy Depart- 
ment’s letter, you will please report by telegraph whether in your 
judgment the property as listed in the Navy Department’s letter is 
adequate to cover the commitment made by President Roosevelt to 
President Vincent, and authorized in the law mentioned in the De- 
partment’s telegraphic instruction referred to above. It is noted in 
this connection that the three 37 mm saluting guns are not included 
in matériel listed in the Navy Department’s letter. Please discuss 
this with the Brigade Commander and submit, in the telegraphic re- 
port requested above, your recommendations with respect to includ- 
ing these three guns in the matériel to be transferred. 

With reference to the last paragraph of the Navy Department’s 
letter, the Department is of the opinion that it should be possible to 

* See pp. 308 ff. oO 
** Not printed.
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effect the transfer of the property and the assumption by the Haitian 
Government of the leases and easement mentioned by means of an ex- 
change of notes between the Legation and the Haitian Government. 
Please discuss this immediately with the Haitian Government and ad- 
vise by telegraph whether the suggested procedure is agreeable to 
that Government. 

Very truly yours, For the Secretary of State: 

Sumner WELLES 

838.00/3216 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, July 17, 19834—4 p. m. 
| [Received 8 p. m.| 

78. Department’s instruction No. 186, July 12, with reference to lists 
contained in Navy Department’s letter of June 10. 

While quantities of individual items now on hand have in certain 
instances decreased since the original lists were prepared it is believed 
that transfer of such property in addition to transfer of additional 
property as set forth below will nevertheless comply with both spirit 
and letter of commitments made by our Government vis-4-vis the 
Haitian Government. General Little concurs in this view and Gen- 
eral Vogel has expressed satisfaction with property on lists which will 
presumably be turned over by the Haitian Government to the Garde 
d’Haiti. 

It is understood that proper authorization has now been received 
for transfer of following: (1) radio station complete, (2) one hangar, 
(3) all telephone wire, (4) all buildings and appurtenances on land 
owned by the Haitian Government or held under leases or easements, 
(5) certain surveyed hospital equipment, (6) items as included on 
list in Navy Department’s letter referred to with differences explained 
above. All classes of property which have previously been directed 
by headquarters United States Marine Corps to be surveyed and sold 
in Haiti are at present being prepared for delivery to the Haitian 
Government. We all agree that no property should be sold under 
any circumstances. 
With reference to three 37 mm guns Generals Little, Vogel, and I 

agree that for various reasons it will not be desirable to transfer such 
equipment. I do not believe that the Haitian Government expects to 
receive the guns referred to. 

Reference last paragraph Department’s instruction, Minister for 
Foreign Affairs has informally agreed to effect exchange of notes as 
suggested in Department’s instruction in which the Haitian Govern- 
ment will assume all obligations under existing leases and easements
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and to which notes will be attached final lists of property transferred 
duly certified by the officials of the Haitian Government who will be 
appointed by it to receive the property. 
Prompt telegraphic approval of proposed course of action outlined 

above is requested.” 
ARMOUR 

838.00/3213 | 

The Secretary of State to the Minister in Haiti (Armour) 

No. 189 WASHINGTON, July 17, 1934. 

Sir: The receipt is acknowledged of your despatch No. 352 of July 
9, 1934, enclosing a draft of a note from the Haitian Government, 
together with a draft of an agreement to modify the agreement of 
August 7, 1983, relating to the withdrawal of the marine forces in 
Haiti. 

The Department has duly noted your reference to the change made 
personally by President Roosevelt with respect to the wording “a fort- 
night later” instead of “on August 15, 1934”, as submitted in the 
Haitian draft enclosed with your despatch under acknowledgment. 
The Department has accordingly changed the wording at the end of 
the first paragraph in the draft note and redrafted the draft agreement 
to conform with the wording used by President Roosevelt, as well as 
eliminating any reference to treaties in Article III, as treaties cannot 
be modified by executive agreement. 

You will please submit the redrafted note to the Haitian Govern- 
ment, together with the redrafted form of agreement and state that it 
is not the desire of this Government in any way to retard the with- 
drawal of the marine forces, but in view of the fact that President 
Roosevelt himself desired a change in the wording in the communiqué, 
it is highly desirable that the President’s wording be used. If the 
Haitian Government agrees to substitute the redrafted note and agree- 
ment for its original drafts, you may proceed to exchange notes and 
to sign the agreement immediately, using the principle of the alternat 
in the order of precedence in the texts and when signing.?® 

Very truly yours, For the Secretary of State: 

SUMNER WELLES 

* By telegram No. 65, July 18, 1934, 3 p. m., the Department informed the 
Minister in Haiti that his course of action was entirely approved. 

* The changes incorporated in the redrafted note and agreement transmitted 
ie despatch were accepted by the Haitian Government. See signed texts,
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838.00/3220 

| The Haitian Secretary of State for Foreign Relations (Laleau) to the 
American Minister in Haiti (Armour) ”° 

[Translation] 

Port-au-Prince, July 21, 1934. 

Mr. Minister: As Your Excellency is aware, in the course of the 
conversations which were held in Cap Haitien on July 5 between His 
Excellency, President Vincent, and His Excellency, President Roose- 
velt, it was agreed, on the request of the Haitian Government and 
because of the rapid progress of the Garde d’Haiti, to terminate on 
August 1, 1934, the services of the American officers in that organiza- 
tion and that the Marine Brigade will be withdrawn a fortnight later. 

Giving effect to this understanding, I have the honor to communi- 
cate to Your Excellency in the name of my Government a draft accord 
for that object. I am most anxious to receive in the shortest possible 
time a communication from your Government concerning this draft, in 
order that we can fix an early date for the signature of the accord 
which is to be concluded between our two Governments. 

Once again rendering due homage to the friendly disposition shown 
by the Honorable President of the United States toward the Haitian 
people and Government, I take [etc. ] Léon Lareau 

838.00/3220 

The American Minister in Haiti (Armour) to the Haitian Secretary 
of State for Foreign Relations (Laleau)” 

No. 121 Port-au-Prince, July 28, 1934. 

Excre.itency: I have the honor to acknowledge the receipt of Your 
Excellency’s note of July 21, 1934, in which you state that, during the 
conversations held at Cape Haitian on July 5 last between His Ex- 
cellency, President Vincent, and His Excellency, President Roosevelt, 
at the request of the Haitian Government and in view of the rapid 
progress of the Garde d’Haiti, an understanding was reached to termi- 
nate on August 1, 1934, the services of the American officers in that 
organization and that, a fortnight later, the Marine Brigade will be 
withdrawn. 

With a view to giving effect to this understanding, Your Excel- 
lency has communicated to me, on behalf of Your Government, a draft 
accord with the request that I communicate to you, with the least 
possible delay, the views of my Government with regard to it in order 
that a date in the near future may be fixed for the signature of the 
accord to be reached by our two Governments. 

Copy transmitted to the Department by the Minister in Haiti in his des- 
patch No. 364, July 25, 19384; received July 30.
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I am now requested by my Government to inform Your Excellency 
that the draft of the accord transmitted by you meets with its ap- 
proval. It is proposed, therefore, that, if convenient to you, July 24 

next be set for the date of signature. 
In conclusion, permit me to express the deep appreciation of my 

Government of the reference made to the President of the United 
States in Your Excellency’s note. It is needless to assure Your Ex- 
cellency that the friendly disposition shown by the President of the 
United States is prompted by the desire, as he himself said in his 
address at Cape Haitian on July 5 last, to see the spirit of friend- 
ship and understanding that exists between the Governments and 
peoples of Haiti and the United States continue and become even 

stronger as the years go on. 
Accept [etc.] Norman ARMOUR 

Executive Agreement Series No. 68 

Agreement Between the United States and Haiti for the Withdrawal 
of Military Forces From Haiti, Signed July 24, 19347 

Whereas the President of the United States of America and the 
President of the Republic of Haiti, in the course of their conversation 
at Cape Haitian on July 5, 1934, reached the agreement, because of 
the rapid progress made by the Garde d’Haiti, to terminate com- 
pletely the services of the American officers in that organization on 

August 1 of this year, and 
Whereas the President of the United States of America and the 

President of the Republic of Haiti, on the request of the Haitian Gov- 
ernment, have furthermore agreed that the Marine forces of the 
United States of America will be withdrawn a fortnight later, 

The undersigned Plenipotentiaries, duly authorized by their respec- 
tive Governments, have agreed to the following arrangement: 

Arrticte I 

On August 1, 1984, the service of the American officers in the Garde 
@’Haiti shall terminate. On the said date the Garde, under complete 
command of Haitian Officers, will be turned over to a colonel in 
active service whom the President of Haiti shall designate as Com- 
mandant. 

Articte IT 

The Marine Brigade of the United States and the American Scien- 
tific. Mission, established by the Accord of August 5, 1931, will be 
withdrawn a fortnight later. oe 

“Tn French and English; French text not printed. |
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Articte IIT 

The provisions of the present arrangement modify the stipulations 
contained in Articles 1, II and V of the accord of August 7, 1933. 

Signed at Port-au-Prince in duplicate in the English and French 
languages this twenty-fourth day of july, 1934. 

Norman ARMOUR Lion LALeau 
[sEAL] [sEAL] 

838.00/3228 

The Minister in Haiti (Armour) to the Secretary of State 

No. 376 Port-au-Prince, August 8, 1984. 
[Received August 14.] 

Sir: I have the honor to refer to the Department’s Instruction 
No. 186 of July 12, 1934, and to my telegram No. 78 of July 17,4 P. M., 
relating to the transfer to the Haitian Government of certain leases, 
buildings, equipment, supplies and material, the property of the United 

States located in Haiti. 
The transfer of the leases and easement mentioned in the Navy 

Department’s enclosure to the instruction mentioned above has been 
effected through an exchange of notes, as suggested in the Depart- 
ment’s instruction, by which the Haitian Government assumes all 
obligations under the said leases and easement. 

I enclose copies of my note to the Secretary of Foreign Relations # 
setting forth the leases and easement in question and requesting a 
confirmation of the assumption by the Haitian Government of the 
obligations relating thereto, and copies of the reply of the Foreign 
Office ” officially confirming the acceptance of all obligations of the 
United States Government under the leases and easement, and any or 
all claims that may arise therefrom. 

Respectfully yours, Norman ARMOUR 

838.00/3233 

The Secretary of State to the Minister in Haiti (Armour) 

No. 206 WasuHineton, August 14, 1934. 

Sir: I am transmitting herewith a letter addressed by the Presi- 
dent to the President of Haiti in connection with the official celebra- 
tion to be held by the Government of Haiti on August 21 next. 

You are instructed to deliver the President’s letter to President Vin- 
cent in such a manner and at such opportunity as may be agreeable to 
the President of Haiti. 

Very truly yours, For the Secretary of State: 
| SUMNER WELLES 

* Not printed.
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[Enclosure] 

President Franklin D. Roosevelt to President Stenio Vincent 

My Dear Mr. Present: I understand that August 21 next has 
been set aside as the day to celebrate the beginning of a new era in 
Haiti and as one who has worked consistently to bring about that 
which you will celebrate on that day I wish to be one of the first to 
extend to you, and through you, to the people of Haiti, my heartiest 
congratulations and good wishes for the future of the next oldest 
republic of our hemisphere. 

Since my visit to Haiti in 1917, I have followed developments in 
your country with the greatest interest and it has been my sincere 
desire to see relations between our two countries placed on the friend- 
liest possible footing. To this end, since my coming into office, the 
Government of the United States has sought to withdraw from all 
participation in Haitian internal affairs. 

The Haitianization of the Garde and the withdrawal of the Ameri- 
can Marines have been accomplished at a date earlier than was 
thought possible largely through the close cooperation and good will 
existing between the Haitian and American officers and men which 
has made possible rapid progress in the handing over to Haitian offi- 
cers of the high commands. But the wise administration of Your 
Excellency, and the sense of responsibility and sincere desire of those 
in Haiti charged with the Executive, Legislative and Judicial func- 
tions of the Government, to see a Haiti united to meet the problems 
confronting all nations today, have also, I feel, been important factors 
in bringing about this happy solution which we all join you in 
celebrating. 

Finally, it is my earnest hope that the plan now under consideration 
by the Haitian Government providing for the complete withdrawal 
of the Government of the United States from all participation in the 
administration of Haitian finance, which I feel represents the limit 
to which my Government can properly go, and yet remain faithful 
to its obligations, may prove acceptable, and that following the con- 
clusion of a new treaty putting an end to those now in existence, we 
may in the future be bound only by those ties of friendship and 
mutual beneficial economic intercourse which should unite friendly 
and neighboring republics. 

I have but recently returned to Washington after the conclusion of 
my long voyage to Hawaii, but the memory of my delightful visit to 
Cape Haitian and the warm and friendly reception accorded me by 
Your Excellency and all officials of the Haitian Government is still 
fresh in my mind. 

I avail myself [etc. | FRANKLIN D. Rooseveir 

WasuineTon, August 13, 1934, 
789736—52——24
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[For texts of additional papers concerning the withdrawal of the 

marine and naval forces from Haiti on August 15, 1934, see: (1) 

telegram of August 14, 1934, from the Minister in Haiti, (2) state- 

ment by the Secretary of State issued August 15, 1934, and (3) tele- 

grams exchanged by President Roosevelt and President Vincent on 

August 15, 1934, Department of State, Press Releases, August 18, 

1934, pages 103-104. ] 

838.00/3287 : Telegram 

The Acting Secretary of State to the Haitian Secretary of State for 
Foreign Relations (Laleau) 

WasuHineton, August 18, 1934. 

I have the honor to advise you that the President of the United 
States of America has named the Honorable Norman Armour as his 
special representative with the rank of Ambassador Extraordinary 
and Plenipotentiary at the ceremonies at Port-au-Prince on August 21. 

As special letters of credence cannot reach Minister Armour in 
time, I have the honor to request that Your Excellency will kindly 
arrange to have this notification of his designation accepted in order 
that he may be recognized as a special representative of the President 
at the ceremonies. 

Wiii1am PHILLIPS 

838.00/3239 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, August 21, 1934—2 p. m. 
[Received 2: 30 p. m.] 

91. Department’s telegram of August 14, 1 p. m.* Ceremonies this 
morning passed off very satisfactorily. I read President Roosevelt’s 
letter at the Palace to which President Vincent replied in similar spirit. 

ARMOUR 

NEGOTIATIONS RESPECTING A TRADE AGREEMENT BETWEEN THE 

UNITED STATES AND HAITI 

611.3831 /44 

The Haitian Minister (Blanchet) to the Acting Secretary of State 

{Translation } 

| WASHINGTON, January 13, 1934. 

Mr. Secretary or State: I am not bringing any new thing to Your 
Excellency’s attention when I point out that, without need of going 

*Not printed, but see instruction No. 206, August 14, 1934, to the Minister 
in Haiti, p. 306.
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farther back, from 1926-1927 to 1930-19381, the Republic of Haiti re- 
ceived from the United States 72.60 per cent of its total imports, 
while the United States, for the same period, absorbed only 8.21 per 
cent of Haitian exports. Your Excellency is familiar with the situa- 
tion which these figures reveal. 

I must add that, in 1931-1932, out of a total of 37,305,551 gourdes 
imports, Haiti purchased from the United States the amount of 25,- 
212,282 gourdes, while, for the same year, the United States bought 
from Haiti only in the amount of 2,925,762 gourdes out of total exports 
36,106,394 gourdes. 
My Government thinks, and rightly, that certain Haitian products, 

sugar, alcohol, rum, fig-bananas, for example, might find an advan- 

tageous market in the United States, which is the more desirable be- 
cause this flow of trade would permit us, as much as possible, as it de- 
veloped, to equalize the direct balance of payments between our two 
countries. My Government, also, believes that the best means of as- 
suring this happy result, would be to establish between the two coun- 
tries a New Commercial Treaty which would favor and encourage, 
by way of reciprocity, the flow of imports from Haiti into the United 
States. 

Accordingly, I have the honor to inform Your Excellency that I 
have been charged to begin, without any unnecessary delay, negotia- 
tions to these ends, if the Department of State deems such negotia- 
tions opportune, as does the Government of Haiti, and values as it 
does the efficaciousness of such a treaty and the reciprocal advantages 
which will result from it for Haitian-American trade. 

Meanwhile, it gives me pleasure to avail myself [etc.] 

A. BLANCHET 

611.8831/44 | 
Memorandum by the Acting Secretary of State of a Conversation 

With the Haitian Minister (Blanchet), January 15, 1934 

[Wasuineton,] January 15, 1984. 

The Haitian Minister left with me the accompanying note* and 
went into the question at considerable length of reciprocal trade rela- 
tions between Haiti and the United States; he spoke of the great good 
which would come to Haiti if a better market could be found in the 
United States for certain Haitian products which were not in com- 
petition with those produced in the United States; he mentioned 
Haitian coffee, which 100 years ago went exclusively to the United 
States; he also mentioned Haitian rum, which was a specialty of its 
own, different from that of Cuban or any other type of rum; he hoped 

* Supra.
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very much that something could be done to equalize or at least bring 
into a closer equalization the imports and exports of the two countries. 

I said that this was a matter of great interest to the Department and 
that we would give the matter most careful consideration. 

Witi1amM PHILLiPs 

611.8831/44 | 

The Department of State to the Haitian Legation 

MeEmoRANDUM 

Reference is made to the note of January 18, 1934, from the Minister 
of Haiti expressing the interest of his Government in the negotiation 
of a new commercial treaty for the promotion of trade between the 
United States and Haiti. 

The Government of the United States is prepared at once to insti- 
tute a study of the trade relations between the two countries with a 
view to determining the possibility of concluding a mutually profitable 
agreement, and is instructing the Minister of the United States at 
Port au Prince to explore the situation in consultation with the au- 
thorities of the Haitian Government with a view to submitting recom- 
mendations regarding the terms of such an agreement. If, as a result 
of these studies, both Governments consider that a mutually advan- 
tageous agreement might be concluded this Government, for its part, 
will be happy to proceed with negotiations to this end. 

WasHinarton, February 20, 1934. 

611.3831/44 

The Secretary of State to the Minister in Haiti (Armour) 

No. 142 WASHINGTON, February 20, 1934. 

Sir: There is enclosed a copy of a memorandum which was today 
handed to the Minister of Haiti,” in regard to the exploration of the 
possibility of concluding a mutually advantageous trade agreement 
between the two countries. In accordance therewith you are instructed 
to explore the situation in consultation with the Haitian authorities 
with a view to submitting recommendations regarding the terms of 
such an agreement. 

In considering the terms of a reciprocal trade agreement with 
Haiti it is necessary to keep in mind the relation of such negotiations 
to similar negotiations between the United States and other coun- 
tries. Inconformity with the principle of unconditional most favored 
nation treatment a concession by the United States on any given prod- 

6 Supra.
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uct of one country must be extended freely to the like product of other 

countries. Consequently it is necessary as a general rule in carrying 

out a reciprocity program to confine the concessions made to each coun- 

try to products of which that country is an important source of im- 

ports into the United States. It is evident that if a concession were 

granted to one country on a product which is of outstanding im- 
portance to another, and if the latter by virtue of the most favored 
nation principle obtained the benefit of the concession freely, the basis 
for later negotiations with such other country would be impaired. 

Normally in such negotiations concessions will be confined to prod- 

ucts of which each country is the chief source of imports into the 
United States. Statistical studies indicate that under such a plan 
an ample basis for bargaining with the most of the important countries 
of the world could be maintained. 

However, a preliminary survey indicates that the only important 
product of which Haiti is the chief source of imports into the United 

States is logwood, which is at present free of duty. This Government 
might therefore undertake in the proposed agreement that no duty 
shall be imposed on this product. With respect to such products as 
coffee and bananas on the other hand, the situation is different. 
Other countries are far more important as sources of imports of these 
products than is Haiti and if the United States undertook in an agree- 
ment with Haiti that coffee and bananas should continue to be free of 
duty the basis for bargaining with Brazil, Honduras and other coun- 
tries might be impaired. Consequently if such products as coffee and 
bananas were dealt with in the proposed agreement it would prob- 
ably be necessary to postpone actually bringing the agreement into 
force until agreements have been negotiated with other countries 
interested in these products. | 

In view of the foregoing considerations two alternatives present 
themselves as follows: 

1) The proposed agreement might contain commitments by the 
United States respecting only those products of which Haiti is the 
chief source of importations into the United States. Such an agree- 
ment could be brought into force independently of agreements to be 
negotiated between the United States and other countries. If an 
agreement along these lines were decided upon a careful study should 
be made of Haiti’s production and trade with a view to determining 
whether there are any special products, other than logwood, of which 
Haiti is, or is likely to be, the chief foreign source of importations 
into the United States. While such an agreement would probably 
directly benefit only one Haitian product this Government would be 
prepared to renew in the proposed agreement the provision for general 
unconditional most favored nation treatment contained in the Execu- 
tive Agreement signed July 8, 1926.77, Thus, Haiti would be assured 

* By exchange of notes, Foreign Relations, 1926, vol. u, pp. 403-406.
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of the benefit of concessions or commitments on other products of 
interest to Haiti which the United States may make under agree- 
ments negotiated with other countries (other than Cuba). 

2) The proposed agreement might contain provisions of the kind 
indicated under 1) above and also provision for the continued free 
entry of coffee, bananas and possibly concessions on certain other 
products. Such an agreement could not be brought into force until 
agreements had been negotiated by the United States with certain 
other countries which are more important as a source of such imports 
into the United States than is Haiti. 

In considering the concessions to be granted by Haiti to the com- 
merce of the United States due regard must be had for the value of 
the concessions which the United States is likely to be in a position 
to offer in return; and for the effect of any concessions by Haiti on 
the revenues of that country. Any concessions or commitments re- 
quested of Haiti should be confined to products of which the United 
States is clearly the chief source of imports into that country. This is 
desirable because, if a concession were made by Haiti to the United 
States on a product of which another country is the chief source of 
Haiti’s imports and to which Haiti accords most favored nation treat- 
ment, such other country would be the principal beneficiary of any 
such concession and Haiti’s bargaining position in any negotiations 
which might later be entered into with the country concerned would 

be unnecessarily impaired. 
Very truly yours, For the Secretary of State: 

Francis B. SAYRE 

611.8831/52 

Memorandum by the Secretary of State 

[Wasuincton,] April 3, 1934. 

The Haitian Minister accompanied by the Haitian Minister of 
Finance * called to pay respects and to become acquainted. The con- 

: versation commenced in a rather general way about business and eco- 
nomic conditions in Haiti. The Minister of Finance then gradually 
proceeded to refer to conditions and to the trade relations between 
his country and the United States and also his country and France. 
He pointed out that Haiti bought from the United States far more 

than she sold; that she sold most of her coffee to France and this trade 
with France would be increased under the comparatively recent trade 
agreement entered into between the two governments.” He expressed 
an earnest desire for an early reciprocity trade agreement between our 

* Lucien Hibbert, the Haitian Minister of Finance to May 1934, had accom- 
panied the President of Haiti on his visit to the United States in March-April, 
1984. See pp. 348-352, passim. 

* Supplementary commercial agreement signed March 10, 1934, Le Moniteur, 
April 23, 1934, p. 255. See also post, pp. 333 ff.
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two governments which would increase the volume of mutually recip- 
rocal and profitable trade between the two countries. He stressed dif- 
ferent phases of these possibilities, including such items as bananas and 
sugar especially, and he stated he wanted his country to sell 30,000 
tons of sugar to us. His plea was that these expanded trade relations 
between our two countries would be extremely helpful to Haiti just 
now in the way of improved business conditions, improved living 
standards, and improved government credit, both internal and ex- 
ternal. He did not press, on the occasion of this visit of himself and 
the President of Haiti, the question of dealing anew and finally with 
the external debt of Haiti and United States supervision of the fiscal 
affairs of his government. I inferred that they had in mind the idea 
of completing a suitable commercial treaty arrangement at the earliest 
possible date—presenting much data, memoranda, etc., as a basis while 
they were here on this visit and otherwise laying all the foundations 
for speedy negotiation and completion of the commercial agreement 
proposed. He stated that business was fairly good in his country and 
that there was and had been comparatively little unemployment. 

I replied to the Minister of Finance by offering the usual expres- 
sions of welcome and of the warm friendship for the officials of his 
government and the people of his country on the part of the of- 
ficials and people of my country. At the outset I had assured the 
Finance Minister of the keen interest of my government in the prog- 
ress and welfare of his people, and I stated that we would be only too 
glad to proceed to the extent of receiving from him and his President 
any and all facts, data, and memoranda, for purposes of trade agree- 
ment negotiations at the earliest possible date; that until Congress 
passed the pending measure providing the Executive branch of the 
government with authority to negotiate such arrangements in the 
manner and to the extent provided for in the bill, we would not be in 
a position to enter upon formal negotiations nor to make public the 
preliminary conversations in connection with such planned negotia- 
tions. I assured the Minister of Finance and his associates present 
that I was opposed to driving any hard bargains with his govern- 
ment in the present circumstances at least; that I much preferred 
to meet his government a full half way and in fact to be really liberal 
in entering into the proposed reciprocal trade arrangements; that 
I might repeat what I had said to the Haitian Delegation to Monte- 
video,® to the effect that my government was three times as anxious 
to clear up any complicated relationships with the Haitian Govern- 
ment pertaining to financial phases and get them behind us for all 
time, than even the Haitian Delegation could possibly be; that I 
could reiterate this in stronger terms if possible. I stated gen- 

© See Foreign Relations, 1933, vol. v, pp. 764-778.
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erally that my government desired to enter into more satisfactory 
trade relations with many other countries—all of them based 
upon the principle of equal and mutual profit; that in some in- 
stances steps towards ironing out, improving and clearing up any 
existing economic or financial relationships with his or other coun- 
tries, might call for patience and a greater length of time than might 
be expected, or, on the other hand, such objective might be brought 
about within a short period of time; that this observation was not 
intended for his government any more than any and all others, but 
was a precautionary remark. I reminded him that the United States 
purchased more from Latin America as a whole than it sold to that 
region, just as it bought more from the Orient than it sold to it; 
that these triangular trade conditions did really exist, and that while 
every two nations should exhaust all reasonable efforts to expand as 
fully as possible their trade relations to the extent mutually profitable, 
there were in fact numerous instances where this would not be pos- 
sible—as in the case of Brazil and the United States in which the 
United States purchased only the amount of coffee it needed and 
Brazil had to sell the balance in other parts of the world, or in the 
case of Chile with her nitrates, or the Argentine with her wheat and 
meats, etc., etc. I referred to the proximity of Haiti to the United 
States and to the special connections by steamship and aeroplane 
lines with the consequent convenience to both nations which should 
make possible a steady increase in commerce, and I stated that apart 
from our friendly interest in the people of Haiti and our desire to aid 
them in every feasible way, we could well join in their view about 
agreements to improve their business relations. 

C[orpetL| H[ cry] 

611.38831/59a : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

Wasurneron, July 17, 1934—8 p. m. 
64. Reference Department’s instruction No. 142 of February 20, 

1934. ‘The Department desires to begin at an early date exploratory 
conversations with the Haitian Government looking toward the con- 
clusion of a commercial agreement. Before taking up the matter 
with the Haitian Government, the Department desires you to consult 
with De la Rue* and cable your views regarding the desirability of 
conducting the exploratory conversations in Haiti or whether it would 
be desirable to have De la Rue proceed to the United States to assist 
the Haitian Minister here in such conversations. It is desired that 
no publicity be given matter for time being. 

HU 

“ Sidney de la Rue, Fiscal Representative of the Republic of Haiti.
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611.3831/60: Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, July 21, 1984—11 a. m. 
[Received 12: 34 p. m.] 

79. Department’s telegram No. 64, July 17, 8 p. m. I feel very 
strongly that it would be advisable to have the conversations conducted 
in Washington. I also consider that De la Rue’s presence there to 
assist the Haitian Minister would be advisable. May I suggest to the 
Haitian Government that his departure about August 2 after the re- 
turn of Pixley * would in the opinion of our Government facilitate 
negotiations in connection with a commercial treaty. I have every 
reason to believe that the suggestion will be well received. 

ARMOUR 

611.8831/60: Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

WASHINGTON, July 26, 1984—3 p. m. 
68. Your No. 79, July 21,11a.m. It is not now possible to estimate 

exactly when Inter-Departmental Committee for Haiti will be ready 
to begin preliminary conversations. As soon as this is ascertained 
you will be instructed to notify the Haitian Government. Meanwhile, 
please keep matter confidential. 

Ho 

611.3831/61 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, July 27, 1934—2 p. m. 
[Received 2:45 p. m.] 

81. Department’s telegram No. 68, July 26, 3 p.m. My idea in 
having De la Rue proceed August 2 was not only for commercial treaty 
negotiations but the importance of having him available during August 
for possible conference with National City Bank ® particularly during 
absence of Perkins * and Lancaster® in Europe. I have spoken 
to the Haitian Government on this latter phase and both the President 
and the Minister of Foreign Affairs feel he should be available for any 
discussion with bankers that may arise as a result of possible modifica- 
tions in contract as well as to assist Blanchet later when our Govern- 
ment is ready to begin preliminary conversations looking towards com- 

* Rex A. Pixley, Deputy Fiscal Representative of the Republic of Haiti. 
3 See pp. 339 ff. 
* J. H. Perkins, Chairman of the Board of the National City Bank. 
* William W. Lancaster, Counsel for the National City Bank.
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mercial treaty. I hope the Department will therefore have no objec- 
tion to his proceeding August 2. Please instruct. 

ARMOUR 

611.38831/61 : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

WASHINGTON, July 28, 1934—3 p. m. 

70. Your 81, July 27,2 p.m. The Department of course has no 
objection but as pointed out in the Department’s No. 68, July 26, 3 p. m. 
we are not yet in a position to say when we will be ready to begin 
exploratory conversations. 

HvuLy 

611.8831/63 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, August 4, 1934—10 a. m. 
[Received 11:10 a. m.] 

84. With reference to the Department’s telegram 70 of July 28, 
3 p. m., De la Rue left for United States August 2, under instructions 
of Haitian Government to cooperate with Blanchet on commercial 
treaty and bank negotiations. 

ARMOUR 

611.3831/52 

The Department of State to the Haitian Legation 

MEMORANDUM 

Reference is made to the note of January 13, 1934, from the Minister 

of Haiti, expressing the interest of his Government in the negotiation 
of a new commercial treaty for the promotion of trade between the 
United States and Haiti, and to the memorandum of February 20, 1934, 
which was handed to the Minister of Haiti, in regard to the exploration 
of the possibilities of concluding a mutually advantageous trade agree- 
ment between the two countries. 

On June 12, 1934, the President of the United States of America 
approved an act of Congress authorizing the President to enter into 
foreign trade agreements with foreign governments or instrumentali- 
ties thereof.** Pursuant to this act, the Government of the United 
States is making preliminary studies of the possibilities of concluding 
such trade agreements, on a reciprocal and mutually beneficial basis, 
with various foreign countries. 

* 48 Stat. 043.
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An inter-Departmental committee, composed of representatives of 
the Departments interested, has been set up to explore such possibilities 
in the case of the Republic of Haiti. This committee will be pleased to 
receive at any time such proposals as the Haitian Government may 
deem it expedient to lay before this Government. 

Wasuineron, August 15, 1934. 

611.3831/68 

The Haitian Legation to the Department of State 

[Translation] 

MrmoRANDUM | 

Referring to the memorandum of the 15th of August, current, by 
which the Department of State was good enough to inform the Min- 
ister of Haiti that an inter-Departmental Committee, composed of 
officers of the various interested Departments, has been charged to 
study the possibility of concluding, between the United States and 
Haiti, a commercial Agreement which would be mutually advantageous 
and that this Committee is ready to receive the proposals of the Haitian 
Government, the Minister of Haiti has the honor to make known to the 
United States the views of his own Government, as follows: 

In the first place, it gives great satisfaction to the Haitian Govern- 
ment to render homage to the alert and decisive spirit of the United 
States Government which, in the persistent crisis in world commerce— . 
& commerce the contraction of which has already caused so serious a 
prejudice to all—has resolutely undertaken to reestablish the currents 
of interchange which have been broken by irritated nationalisms or to 
strengthen the currents weakened by too long a stagnation, or to excite 
new currents by bilateral arrangements, based on equity, good sense, 
and reciprocity of advantage. 

It also gives great satisfaction to the Haitian Republic to contem- 
plate on this solid basis a useful commercial treaty with the United 
States according to the promise of His Excellency President Roose- 
velt, the realization of which promise will mark the new era which is 
beginning in the relations of the two countries. 
Furthermore, the Haitian Republic has always been one of the most 

faithful customers of the United States. She is a faithful customer 
today as yesterday. And there was a time when the United States 
appeared among the best customers of Haiti. 

A hundred years ago the excellent coffee of Haiti was consumed in 
the United States almost to the exclusion of any other coffee. At that 
far-off period the United States consumed twenty-seven million 
pounds of coffee, of which some twenty-five to twenty-six millions of
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pounds came from the Haitian Republic. Haitian coffee is no longer 

consumed here, except by a very few persons who prefer it; unfor- 

tunately, this has been the case for a long time past. 

On the other hand, Haitian coffee is much sought after in Europe. 

It is in constant demand, particularly in France, in Italy, and in the 
Scandinavian countries which absorb, every year, all of the insufficient 
crop of Haiti. 
Today—and for a long time past—the United States furnishes the 

Haitian Republic with the greater part of her imports, while taking 
| only an insignificant portion of her exports. 

Official statistics show that for the years 1929-1934 Haiti has bought 
from the United States twelve times more than the United States has 
bought in Haiti: while seventy-two percent of Haitian imports come 
from the United States, only six percent of Haitian exports go to the 
United States. Such a situation is tolerable in normal times. Haitian 
sales, principally in Europe, cover Haitian purchases from the United 
States, although the commercial balance between Haiti and the United 
States is favorable to the United States in the proportion of sixty-six 
percent. 

But in abnormal times, in the crisis which still rages and which has 
caused almost all the national economies to withdraw into themselves 
under the protection of forced quotas, this situation imperils Haitian 
economy which rests precariously on the sale of its principal export- 
able produce and a purely fiscal customs régime. 

The only theoretical means of reducing, for the Haitian Republic, 
the risks inherent in this situation, is to seek to establish a certain 
equilibrium in foreign purchases and sales by the application of the 
“sive and take” which others do not hesitate to apply against Haiti. 

It is neither the intention nor the desire of the Haitian Government 
to apply, in the commercial relations between Haiti and the United 
States, this rule which France and Italy, finding themselves, with 
respect to Haiti, in a position similar to that of Haiti with respect to 
the United States, have applied against Haiti for the legitimate de- 
fense of their respective economies. 

Haiti would not think of having recourse to it except at the last 
| extremity, that is to say, if she should be in the position of being forced 

to do so in order to subsist. But she well realizes that other things 
being equal, and even when conditions are more or less slightly differ- 
ent, the United States market, because of its nearness and its enormous 
productive capacity, is for her a natural market of supply, quite as it 
ought to be or to become for Haiti an enormous natural outlet for the 
sale of her own products. : 

In order to allow the Haitian Republic in her present situation— 
| which is so manifestly disadvantageous with respect to the United
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States—to maintain her purchases here at their present level and to 
increase the volume, as it is desirable to do, it seems to be extremely 
necessary that the United States Government, acting with perfect 
awareness of the situation, should aid her to increase her power to 
purchase from the United States by according to her a treatment facil- 
itating the entry into the United States market and the sale therein of 
the products of her soil and her industry. 

It is for this reason, which is at the same time so simple and so rea- 
sonable, that the Haitian Government proposes, with all confidence, 
that the United States Government should consent to the broadest 
possible special treatment in favor of the following Haitian products: 
Rum made from pure sugar-cane juice, sugar, coffee, cacao, long- 

staple cotton, pita, logwood, cachou nuts, goat skins, fig bananas, and 
other fresh and preserved fruits, Haitian pulse, as well as embroidery 
work and hand-made lingerie, etc., etc. 

Some of the articles mentioned above are already carried on the free 
list of the United States tariff. The Haitian Government thinks that, 
in the interest of the economic development of the country, 1t would be 
well to assure the maintenance of such exemptions. 

Wasuineron, August 27, 1934. 

611.3831/64a : Telegram | 

The Acting Secretary of State to the Minister in Haiti (Armour) 

Wasuineton, August 29, 1934—7 p. m. 

76. Please inform Haitian Government that the Department intends 
to give public notice shortly of this Government’s intention to nego- 
tiate a Reciprocal Foreign Trade Agreement with the Government of 
Haiti. 

PHILLIPS 

611.3831/91 

The Depariment of State to the Haitian Legation 

MrEmMoRANDUM 

There is attached hereto a list of certain commodities * exported 

by the United States of America to Haiti on which tariff concessions 
are being sought by the United States in the proposed trade agreement 
between the two countries. 

The majority of the concessions requested are only for reductions 

* For text of public notice and statistics on trade between the United States 
and Haiti, issued by the Department of State on August 31, 1934, see Department 
of State, Press Releases, September 1, 1934, pp. 144-150. 

* Not printed.
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in the duties now being imposed on the corresponding commodities in 
the Haitian tariff. In two instances, however, reclassification and 
duty reductions are requested. Moreover, with respect to paper and 
cardboard commercial advertisements, as well as cardboard containers 
of imported articles, the requested duty-free entry of these articles is 
merely for the sake of the removal of barriers to trade. In no case 
has preferential treatment been requested for products of the United 
States of America as compared with similar products from any third 
country. For the sake of convenience, opposite each of the items 
listed there are indicated the paragraph number in the Haitian tariff, 
the rate of duty now required to be imposed, and the proposed duty to 
be provided for in the trade agreement. | 

At a later date it is planned to submit to the Haitian Government 
a draft of the text of the proposed trade agreement for study by the 
Haitian Government prior to reaching a common agreement and 
understanding as to the terms and provisions to be contained therein. 
In order to save time, however, it is deemed advisable to submit at 
present the list of specific tariff concessions being sought by this Gov- 
ernment, referred to as Schedule I, with a view to affording the 
Haitian Government ample time to study these proposals. The 
United States Government in submitting the attached list of desired 
concessions reserves the right to request, in the course of subsequent 
negotiations, the modification of certain burdensome regulations 
affecting imports in general that would not call for reductions in duty 
but that would tend toward the removal of restrictions on trade. 

The Government of the United States is prepared to receive and 
give serious consideration to any proposals which the Haitian Gov- 
ernment may choose to present in connection with the general terms 
and provisions of the proposed trade agreement. 

Wasuineton, November 10, 1934. 

611.8831/91a 

The Secretary of State to the Minister in Haiti (Armour) 

No. 238 Wasuineton, November 17, 1934. 

Srr: In connection with the proposed trade agreement between the 
United States and Haiti, you are informed that a list of specific con- 
cessions has not been officially requested of the Department by the 
Haitian Government. Both the Haitian Minister and Mr. de la Rue 
have, however, made known in a general way the nature of the con- 
cessions being sought by Haiti, and the Department has deemed its 
expedient to indicate informally to them the extent to which this 
Government will probably be able to meet the wishes of the Haitian 
Government. ae 

On one commodity, rum, it is likely that a reduction in duty of
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from $5.00 to $2.50 per gallon can be granted, although the Haitian 
desire for a separate classification of sugar-cane rum is considered 
impracticable on grounds of policy and administration. On fresh 
pineapples we will probably be able to reduce the tariff from $0.50 
to $0.85 per crate and from 11% cents to %» cents each in bulk. In 
addition, this Government is prepared to agree to maintain sisal 
and logwood on the free list for the life of the agreement. With re- 
spect to coffee, cocoa-beans, bananas and goatskins, the fact that Haiti 
is a very minor supplier makes it impossible, under our most-favored- 
nation policy, to give Haiti a guaranty of continued free entry with- 
out seriously impairing our bargaining position with other more 
important suppliers. In connection with these products, however, the 
Department will be pleased to give Haiti an undertaking in the form 
of an unconditional most-favored nation provision, which will assure 
her continued free entry on an equality with any major suppliers 
that may be guaranteed such treatment in later trade agreements. 

By virtue of this suggested unconditional most-favored nation pro- 
vision, Haiti could expect in all probability to receive the benefits of 
tariff reductions on such commodities as long-staple cotton, cashew 
nuts, orange peel, hand embroidery, limes, and logwood extract if, as is 
considered likely, such reductions are agreed to in trade agreements 
with the major suppliers of these products in the course of the next 
few months. As in the case of binding on the free list commodities of 
which Haiti is a minor supplier, the granting of tariff reductions on 
these products to Haiti at the present time would seriously impair the 
position of the United States in its negotiation of agreements with 
the leading suppliers. 

The Department is of the opinion that the possible concessions indi- 
cated above fully meet the desires of the Haitian Government as made 
known to the Department with the exception of one requested conces- 
sion on sugar. The request of Haiti that she be granted a quota sub- 
stantially greater than the one prescribed for 1934 cannot be acceded 
to because of the discrimination that it would involve. However, it 
has been brought to the attention of the Haitian Minister and of Mr. 
de la Rue that Haiti continues to enjoy the right to export unlimited 
quantities of “draw-back” sugar to the United States; and it is believed 
that the problem of disposing of the Haitian export sugar crop might 
well be taken care of through that means. 

The above is for your strictly confidential information and to serve 
you as background in case the subject of the proposed trade agreement 
is brought up in any conversations you may have either with President 
Vincent or with Monsieur Blanchet, who is now on his way to Port- 
au-Prince. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES
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611.3831/95a : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

Wasuineton, November 24, 1934—3 p.m. 

94. Department’s instruction No. 238, November 17, 1954. In any 
conversations you may have with President Vincent or other Haitian 
officials regarding the proposed trade agreement please impress upon 
them the great importance of not disclosing any of the suggested con- 
cessions to Haiti which would be contingent upon the success of trade 

agreement negotiations with other countries. 
Hoty 

611.8831/1004 

The Haitian Legation to the Department of State 

[Translation ] 

MEMORANDUM 

On the subject of the contemplated commercial treaty between the 
United States and Haiti, it is necessary not to lose sight of the fact that 
it ought to be a mutually advantageous treaty as President Roosevelt 

has promised, as President Vincent has announced and as the special 

situation of Haiti with respect to the United States gives reason to 

hope. 
Haiti purchases from the United States ten times more than the 

United States purchases in Haiti. 
Haiti desires to increase as much as possible the volume of her pur- 

chases in the United States and it goes without saying that this result 
cannot be obtained except on condition of increasing in some way 
Haiti’s power to purchase in the United States, for, in the last analysis, 
domestic and international commerce is nothing but an exchange of 

commodities and of services. 
It follows that the best and perhaps the only practical means of 

increasing such purchasing power is to facilitate the entry and dis- 
tribution of Haitian products in the United States market. 

It is hardly necessary to point out that the whole production of 
Haiti—whether the present production or an increased production— 

could be easily absorbed by the enormous consumption of the United 
States market without its being even’ noticed and therefore without 
the slightest disturbance to the economy of the United States. 

The Haitian Government is in accord with the United States Gov- 
ernment in recognizing and taking note of the fact that the great 
obstacle to commerce and to the reestablishment of normal conditions 

of international exchange comes from the high tariffs and the re- 
strictions which almost everywhere constitute real barriers.
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In this connection, it must be admitted that the Haitian customs 
tariff which was recast in 1926, and has not been modified since 1926, 
is not at all a prohibitive or a restrictive tariff; it only contains some 
duties which constitute protection for some industries of the country. 

And it is important to note that Haiti is, first of all, a small agri- 
cultural country for which it is materially impossible to purchase 
without selling abroad and which, furthermore, is afflicted with a 
customs régime which is almost exclusively fiscal; its budget is sup- 
plied by the export and import duties raised in accordance with the 
tariff in force, which duties constitute its principal revenues. 

Hence arises the almost insurmountable difficulty of lowering the 
custom charges without reducing the vital resources of the country, 

which resources are, furthermore, pledged. 
Having no customs barrier of her own, the Haitian Republic cor- 

dially desires to contribute in her modest way, and in harmony with 
the United States Government, to the general lowering of customs 
barriers which interfere with international commerce; but she cannot 
and she ought not to expose herself, by undertaking engagements 
without an assured equivalent, to losing, in the conflict of exasperated 
nationalisms, the outlets which are already precarious and which 
she has only been able to retain until now by special arrangements and 
at the price of sacrifices. 

For the foregoing reasons, the Haitian Government is under the 
necessity of insisting on proposing that there be accorded to the Haitian 
products previously designated a treatment which would facilitate 
their entry into the American market, and that the Agreement be so 
drawn up that a really practical, useful and mutually advantageous 
commercial agreement may be concluded between the United States 
and Haiti. 

WasHineton, December 18, 1934. 

611.8831/99 . 

The Department of State to the Haitian Legation 

MrmorANnDUM 

With reference to the memorandum handed the Haitian Minister 
on November 10, 1934, by Mr. Welles,®® enclosing a list of the conces- 
sions being sought by the United States in the proposed trade agree- 
ment between the United States and Haiti, there is enclosed for the 
consideration of the Haitian Government a draft of the proposed 
agreement which includes a revised list of concessions proposed to be 
eranted to the United States as well as those proposed to be granted 

° Ante, p. 319. 
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to Haiti by the United States, the two lists being entitled, respectively, 

Schedule I and Schedule IT.* 
It is desired to point out that the concessions included under 

Schedule I differ in several instances from those on the list attached to 
the State Department’s memorandum of November 10, last. The 
modifications of this Schedule have been made as a result of informal 
exchanges of views on the subject between Mr. de la Rue and officials 

of the Department of State. 
The attached Schedule II draft has been drawn up in accordance 

with the views on the concessions which might be granted Haiti, as 
already made known informally to the Haitian Minister and Mr. de la 
Rue by Mr. Welles. 

The general provisions of the attached draft agreement represent 
the views of the United States Government on matters affecting trade 
in general between the United States and Haiti. Their aim is to re- 

- duce or eliminate wherever possible such barriers as may exist, or as 
might be likely to arise, to the trade between the two countries. It 
is understood that the Government of the United States reserves the 
privilege of suggesting such changes in these provisions as may on 
further consideration seem desirable, prior to their final approval by 
both Governments. 

The Government of the United States will be pleased to receive the 
views of the Government of Haiti concerning the attached draft 
agreement and the two Schedules included therein. 

Wasuineton, December 20, 1934. 

f Enclosure] 

Draft Reciprocal Trade Agreement With the Republic of Haiti 

PREAMBLE 

The President of the United States of America and the President 
of the Republic of Haiti, being desirous of strengthening the tradi- 
tional bonds of friendship between the two countries by maintaining 

the principle of equality of treatment as the basis of commercial re- 
lations and by granting mutual and reciprocal concessions and ad- 
vantages for the promotion of trade, have arrived at the following 

agreement : 

ARTICLE I 

Articles the growth, produce or manufacture of the United States 
of America, enumerated and described in Schedule I annexed to this 
Agreement and made a part thereof, shall, on their importation into 

“ The schedules are not printed.
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the Republic of Haiti, be exempt from ordinary customs duties in ex- 

cess of those set forth in the said schedule and from all other duties, 
taxes, fees, charges or exactions, imposed on or in connection with 
importation, in excess of those imposed or required to be imposed by 
laws of the Republic of Haiti in effect on the day of the signature of 

this Agreement. 
Articie IT 

Articles the growth, produce or manufacture of the Republic of 
Haiti, enumerated and described in Schedule IT annexed to this Agree- 
ment and made a part thereof, shall, on their importation into the 
United States of America, be exempt from ordinary customs duties 
in excess of those set forth in the said Schedule, and from all other 
duties, taxes, fees, charges, or exactions, imposed on or in connection 
with importation, in excess of those imposed or required to be imposed 
by laws of the United States of America in effect on the day of the 
signature of this Agreement. 

Articte ITI 

The United States of America and the Republic of Haiti agree that 
the notes included in Schedules I and II are hereby given force and 
effect as integral parts of this Agreement. 

ARTICLE IV 

All articles the growth, produce or manufacture of the United 
States of America or the Republic of Haiti shall, after importation 
into the other country, be exempt from all internal taxes, fees, charges 
or exactions other or higher than those payable on like articles of 
national origin or any other foreign origin. 

Articles the growth, produce or manufacture of the United States 
of America or the Republic of Haiti enumerated and described in 
Schedules I and IT, respectively, shall, after importation into the other 
country, be exempt from any national or federal internal taxes, fees, 
charges or exactions other or higher than those imposed or required 
to be imposed by laws of the Republic of Haiti and the United 
States of America, respectively, in effect on the day of the signature 
of this Agreement. 

ARTICLE V 

In respect of articles the growth, produce or manufacture of the 
United States of America or the Republic of Haiti enumerated and 
described in Schedules I and IT, respectively, imported into the other 
country, on which ad valorem rates of duty may be assessed, it is 
understood and agreed that the bases and methods of determining 
dutiable value and of converting currencies shall be no less favorable 
to importers than the bases and methods prescribed under presently 
existing laws and regulations of the respective importing country.
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Articte VI 

No prohibition or restriction on importations shall be imposed by 
the United States of America or the Republic of Haiti on articles 
the growth, produce or manufacture of the other country with respect 
to which obligations have been assumed under Articles I or IT of this 
Agreement: Provided, That the foregoing provision shall not apply 

to prohibitions or restrictions relating to public security; imposed 
on moral or humanitarian grounds; designed to protect human, animal, 
or plant life; applying to prison-made goods; relating to the enforce- 
ment of police or revenue laws; or designed to extend to imported 
products a regime analogous to that affecting like or competing 

domestic products. 

Articis VII 

With respect to customs duties or charges of any kind imposed on 
or in connection with importation or exportation, and with respect to 
the method of levying such duties or charges, and with respect to all 
rules and formalities in connection with importation or exportation, 

any advantage, favor, privilege or immunity which has been or may 
hereafter be granted by the United States of America or the Republic 
of Haiti to any article originating in or destined for any third coun- 
try, shall be accorded immediately and unconditionally to the like 
article originating in or destined for the Republic of Haiti or the 
United States of America, respectively. 

Without prejudice to the provisions of Article VI of this Agree- 
ment, neither the United States of America nor the Republic of Haiti 
shall establish any prohibition or maintain any restriction on imports 
from the territory of the other country which is not applied to the 
importation of any like article originating in any third country. 

Without prejudice to the provisions of Article VI of this Agreement, 
any abolition of an import prohibition or restriction which may be 
granted even temporarily by the United States of America or the 
Republic of Haiti in favor of an article of a third country shall be 
applied immediately and unconditionally to the like article originating 
in the territory of the Republic of Haiti or the United States of 
America, respectively. 

In the event of rations or quotas being established by the United 

States of America or the Republic of Haiti for the importation of any 
article otherwise restricted or prohibited, it 1s agreed, without prej- 
udice to the provisions of Article VI, that in the allocation of the 
quantity of restricted goods which may be authorized for importa- 
tion, the other country will be granted a share equivalent to the pro- 
portion of the trade which it enjoyed in a previous representative 

period.
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If either the United States of America or the Republic of Haiti 
establishes or maintains any system of control of foreign exchange or 
enters directly or indirectly into any arrangement which affects in 
fact the provision of foreign exchange or the regulation or control of 
the transfer or disposition of means of payment, or employs any other 
system of control or any other arrangement with respect to the settle- 
ment of international obligations, any advantage, favor, privilege, or 
immunity which may be granted in connection with any such system 
or arrangement or the administration thereof to the nationals or com- 
merce of any third country shall be accorded immediately and uncon- 
ditionally to the nationals or commerce of the Republic of Haiti or 

the United States of America, respectively. 
Nevertheless, the advantages now accorded or which may hereafter | 

be accorded by the United States of America or the Republic of Haiti 
to adjacent countries in order to facilitate frontier traffic, and ad- 
vantages resulting from a customs union to which the United States 
of America or the Republic of Haiti may become a party shall be ex- 
cepted from the operation of this Agreement; and this Agreement 
shall not apply to police or sanitary regulations or to the commerce 
of the United States of America with the Republic of Cuba, or to com- 
merce between the United States of America and the Panama Canal 
Zone, the Philippine Islands, or any territory or possession of the 
United States of America or to the commerce of the territories and 
possessions of the United States of America with one another. 

Articitz VIII 

Laws, regulations of administrative authorities and decisions of ad- 
ministrative or judicial authorities of the United States of America 
and the Republic of Haiti, respectively, pertaining to the classification 
of articles for customs purposes or to rates of duty shall be published 
promptly in such a manner as to enable traders to become acquainted 
with them. Such laws, regulations and decisions shall be applied uni- 
formly at all ports of the respective country, except as otherwise spe- 
cifically provided in statutes of the United States of America relating 

to articles imported into Puerto Rico. 
No administrative ruling by the United States of America or the 

Republic of Haiti effecting advances in rates of duties or charges 
applicable under an established and uniform practice to imports 
originating in the territory of the other country, or imposing any new 
requirement with respect to such importations, shall be effective ret- 
roactively or with respect to articles either entered for or withdrawn 
for consumption prior to the expiration of thirty days after the date 
of publication of notice of such ruling in the usual official manner. 
The provisions of this paragraph do not apply to administrative 
orders imposing anti-dumping duties, or relating to regulations for
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the protection of human, animal or plant life, or relating to public 
safety, or giving effect to judicial decisions. 

ARTICLE TX 

The United States of America and the Republic of Haiti retain 
the right to apply such measures as they respectively may see fit with 
respect to the control of the export or sale for export of arms, muni- 
tions, or implements of war, and, in exceptional circumstances, of 
other material needed in war. 

ARTICLE X 

Greater than nominal penalties will not be imposed in the United 
States of America or in the Republic of Haiti upon importations of 
products or manufactures of the territory of the other country be- 
cause of errors in documentation obviously clerical in origin or where 
good faith can be established. 

The Government of each country will accord sympathetic considera- 
tion to such reasonable representations as the other Government may 
make regarding the operation of customs regulations, the observance 
of customs formalities, and the application of sanitary laws and regu- 
lations for the protection of human, animal, or plant life. 

ARTICLE XT 

Except as otherwise provided in the second paragraph of this 
Article, the provisions of this Agreement relating to the treatment 
to be accorded by the United States of America and the Republic of 
Haiti, respectively, to the commerce of the other country, shall not 
apply to the Philippine Islands, the Virgin Islands, American Samoa, 
the Island of Guam, or to the Panama Canal Zone. 

Subject to the reservations set forth in the last paragraph of Ar- 

ticle VII, the provisions of Article VII shall apply to articles the 
growth, produce or manufacture of any area under the sovereignty 
or authority of the United States of America or the Republic of Haiti 
imported from or exported to any area under the sovereignty or 

authority of the other country. It is understood, however, that the 
provisions of this paragraph do not apply to the Panama Canal Zone. 

Articte XIT 

The present Agreement shall, from the date on which it comes into 
force, supplant the agreement by exchange of notes signed by the 
United States of America and the Republic of Haiti on July 8, 1926. 

ArticLe XITT 

On and after the day on which this Agreement comes into force, 
articles the growth, produce or manufacture of the United States of
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America and articles the growth, produce or manufacture of the 
Republic of Haiti previously imported into the other country shall be 
subject to the provisions of this Agreement, if entry therefor has not 
been made, or if they have been entered previously without payment 
of duty and under bond for warehousing, transportation, or any other 
purpose, and without any permit of delivery to the importer or to his 
agent having been issued: Provided, That when duties are based upon 
the weight of merchandise deposited in any public or private ware- 
house, the said duties shall, except as otherwise may specially be pro- 
vided in the tariff laws of the respective countries in force on the day 
of signature of this Agreement, be levied and collected upon the weight 
of such merchandise at the time of its entry. 

Articte XIV 

The present Agreement shall come into full force on the thirtieth 
day following proclamation thereof by the President of the United 
States of America and the President of the Republic of Haiti, or should 
the proclamations be issued on different days, on the thirtieth day 
following the date of the later in time of such proclamations, and shall 
remain in force for the term of three years thereafter. The Govern- 
ment of each country shall notify the Government of the other country 
of the date of its proclamation. 

Unless at least six months before the expiration of the aforesaid 
term of three years the Government of either country shall have given 
to the other Government notice of intention to terminate the Agree- 
ment upon the expiration of the aforesaid term, the Agreement shall 
remain in force thereafter until six months from such time as the Gov- 
ernment of either country shall have given notice to the other. 

In witness whereof the respective Plenipotentiaries have signed this 
Agreement and have affixed their seals hereto. 
Done in duplicate, in the English and French languages, both 

authentic, at the City of Washington, this................ 

For the President of the United States of America: 

For the President of the Republic of Haiti: 

611.8831/99 

The Secretary of State to the Minister in Haiti (Armour) 

No. 247 WASHINGTON, December 21, 1934. 

Srr: Reference is made to the Department’s instructions Nos. 237 
and 238, both of November 17, 1934, in regard to the reciprocal con- 

“ No. 237 not printed.
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cessions that might be provided for in the proposed trade agreement 
between the United States and Haiti. In this connection, there is 
enclosed a copy of a draft trade agreement,” containing Schedules I 
and II,*** which has been transmitted to the Haitian Minister here for 
the consideration of his Government. This draft is for your confi- 
dential information. Further negotiations in regard to the proposed 
agreement will presumably take place in Washington; and it is under- 
stood that Mr. de la Rue will remain here for the time being to con- 
tinue to advise the Haitian Minister in the matter. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

611.8831/100 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, December 28, 1934—2 p. m. 
[ Received 5:45 p. m.] 

133. For Welles. Hibbert ** has just informed me that he does not 
see how Haiti can sign the trade agreement; that as drafted, Haiti 
makes concessions that will entail a loss estimated at 2 percent of their 
total revenues in return for possible future benefits, the amount of 
which cannot now be determined, and a reduction of 50 percent duty on 
rum of which all other rum producing countries will benefit. 

The whole basis of the treaty, he feels, is entirely contrary to the 
ideas underlying the Washington conversations when it was decided 
that an attempt must be made to even the present unfavorable trade 
balance between the two countries. The agreement proposed would 
give the impression to any impartial observer, he thinks, that it is the 
United States that has been buying 60 percent of Haitian exports and 
furnishing only 6 percent of Haitian imports instead of the contrary 
being the case. The Government could not, in the circumstances, go 
before the legislature with such an agreement without subjecting itself 
to severe criticism. 

I told Hibbert that I thought the Haitian Government might have 
reached this conclusion earlier, for example when Blanchet was here. 
He pointed out that he took office only last Monday and admits that 
he has had little time as yet to study the question but hopes to have 
certain counterproposals to make at an early date. My own impression 
is that lard is the real point at issue. De la Rue will explain its 
peculiar significance here economically as well as politically. I shall 
cable you further tomorrow. Please inform De la Rue. 

ARMOUR 

@ Supra. 
#2 Neither schedule printed. 
*QTucien Hibbert was appointed Haitian Secretary of State for Foreign Rela- 

tions on December 24, 1934.
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611.388381/101 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, December 29, 19384—2 p. m. 
[Received 3:25 p. m.] 

134. Legation’s telegram number 1383, December 28, 2 p. m. for 
Welles. I have just come from the Minister for Foreign Affairs who 
desires to submit informally the following proposals with regard to 
the trade agreement. His memorandum contains two propositions: 

“1. Whenever the laws of the United States shall authorize the exten- 
sion to Haiti of an annual quota of 10,000 tons of sugar the reductions 
in duties envisaged in articles 11088, 12420, 12423, 13007 shall become 
immediately effective. 

2. From the date when the exportation to the United States of rum, 
sugar, bananas, and other Haitian products shall represent 40 percent 
of the Haitian exports during any Haitian fiscal year the reduction in 
duty envisaged in article 12011 shall immediately enter into force.” 

The Minister added that the treaty was acceptable with the excep- 
tions named above. 

It is my impression that the figures mentioned in Hibbert’s memo- 
randum if not acceptable might be subject to downward revision. 

Hibbert further authorized me to state that his Government had 
studied the situation resulting from Japanese dumping and that they 
are preparing legislation for submission to the next session of the 
Legislature which would enable the textile and other industries of 
the United States, Great Britain and France to regain the Haitian 
markets. 

The Minister concluded by saying that he was equally anxious with 
the Department to see trade agreement concluded as soon as possible. 

Pixley was present at the interview. Please show the above to 
De la Rue. 

ARMOUR 

611.8831/103a : Telegram | 

The Secretary of State to the Mimster in Haiti (Armour) 

WasHineton, December 29, 1934—4 p. m. 

99. Your 133, December 28,2 p.m. Following for your informa- 
tion and guidance. We had conference with Blanchet this morning 
(De la Rue present) in which Blanchet read instructions from Hibbert 
expressing the viewpoint set out in your telegram. | 
We said to Blanchet frankly that we were astonished that after 

these months of negotiations and after the 3 weeks he had recently 
spent in Haiti for the purpose of discussing the proposed trade agree-
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ment personally with President Vincent we should now receive such 
a message from the Haitian Government. We stated, as we had 
explained to him carefully throughout the negotiations, that the bene- 
fits which Haiti will receive under the most-favored-nation clause are 
not as Hibbert seems to feel “indefinite” and “uncertain”, but on the 
contrary definite and certain and will accrue to Haiti within a rela- 
tively short time as the result of negotiation of trade agreements 
between the United States and other countries. We said that the 
point of view expressed in Hibbert’s telegram appeared to be the 
familiar narrow one of seeking immediate small advantages, whereas, 
from the outset of our negotiations with Haiti we had stressed, with 
the entire approval of the Haitian Government, the necessity of put- 
ting into effect the broad liberal program approved by both Haiti 
and the United States at the Montevideo Conference of reducing tariff 
barriers and thus bringing about a general increase in international 
trade, which would be mutually beneficial to the two countries. We 
said that the only possible explanation we could find for the instruc- 
tions from Hibbert were that the latter, having just assumed office, 
had obviously not had an opportunity to familiarize himself with 
the many reports made by Blanchet during this long period of nego- 
tiation. We said that if the Haitian Government desires to submit 
counter proposals we hope that they will do so at the earliest possible 
moment, and that we shall, of course, be glad to give them favorable 
consideration. On the other hand, if the Haitian Government feels 
that it cannot conclude a trade agreement on the bases which we have 

for so long discussed then we trust that the Haitian Government will 
so advise us immediately in order that we can abandon these negotia- 
tions and proceed with negotiations with other countries which have 
been pressing us to enter into trade agreements. We asked Blanchet 
to cable the foregoing to his Government. 

Hut 

611.3831/101 : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

WasHINGTON, December 31, 1934—8 p. m. 

100. Reference your 184, December 29, 2 p. m., which crossed De- 
partment’s 99, December 29, 4 p.m. Please say to the Minister for 
Foreign Affairs 

(1) As regards his first proposition no authority of law exists for 
its acceptance and there is no expectation of change in the law; 

(2) His second proposition is based on a policy of seeking imme- 
diate advantages through bilateral balancing of trade and is directly 
contrary to the broad policy of reduction of tariff barriers and in- 
crease in general world trade approved at the Montevideo Confer-
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ence and being followed by this Government in all its trade agreement 
negotiations. You will please say to the Minister that neither of his 
propositions is acceptable to this Government. 

On the other hand, as stated in our 99, if the Haitian Government 
will submit counter proposals on specific items within the spirit of the 
broad trade policy which both Haiti and the United States had agreed 
to follow on entering into these negotiations, we shall be glad to give 
them immediate and favorable consideration. 

Hoty 

APPROVAL BY THE DEPARTMENT OF STATE, UNDER ARTICLE IX OF 

THE TREATY OF SEPTEMBER 16, 1915,“ OF HAITI’S AGREEMENT WITH 

FRANCE AND PROPOSED AGREEMENT WITH ITALY FOR REDUCTION 

OF TARIFF RATES 

638.5131/80 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, November 1, 1933—noon. 
[ Received 4: 20 p. m.] 

115. Pixley *° informs me that the Ministers of Foreign Affairs and 
Finance agreed informally yesterday at a conference with the French 
Minister to propose to General Receiver a plan initiated by local 
French Chamber of Commerce to convert value of French imports 
into gourdes at gold parity for the purpose of computing ad valorem 
duties rather than at current exchange rates as at present in order to 
remove handicap on imports from France due to decreased exchange 
value of gourde. The French Minister recognized that the plan 
would have to be extended [to] all gold countries. The French Min- 
ister stated that his Government is about to negotiate a new com- 
mercial treaty with Haiti and unless present trade handicap is relieved 
France will eliminate most-favored-nation clause. 

The plan fails to take into account recent price increases in Ameri- 
can merchandise against which the French frankly admitted their plan 
is directed. The plan actually would reduce customs duties requiring 
action under Article 9 of the Treaty of 1915. Pixley feels considerable 
pressure will be exerted on his office by the Government during the 
next few days to force adoption of the plan. For this reason it is 
hoped that the Department will give the matter its immediate atten- 
tion and let the Legation have its decision on what answer should be 
made. As it is understood that De la Rue ** is now in Washington 
the Department probably will wish to consult him. 

“ For text of treaty, see Foreign Relations, 1916, p. 328. 
* Rex A. Pixley, Deputy Fiscal Representative of the Republic of Haiti. 
* Sidney de la Rue, Fiscal Representative of the Republic of Haiti.
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Pixley feels that while this last French proposal is of local origin 

and does not emanate from the French Foreign Office, nevertheless, 

the danger presented by the French threat to bar Haitian coffee unless 

its demands are met is sufficiently serious to justify a careful exami- 

nation as to possibilities offered by the American market for Haitian 

coffee; that full information on this question at any rate would be 
required during discussions with the French. 

ARMOUR 

638.5131/31: Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, November 2, 19383—2 p. m. 
[Received 3: 50 p. m.| 

118. Reference my telegram No. 115, November 1, noon. To com- 

plete paragraph 1, I wish to advise that the procedure for fixing ex- 

change rates at the customs houses is prescribed by article 38 of the 

Customs Law of July 26, 1926,7 and changes in procedure would 

therefore require new legislation. 
In spite of the above I would appreciate the Department’s opinion 

on the matter presented, as Pixley feels that the Government here may 
desire to introduce [apparent omission] to permit adoption of the 

plan. 
ARMOUR 

638.5131/30 : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

Wasuineton, November 2, 1933—5 p. m. 

79. Your 115, November 1, noon. Please consult Pixley and report 
by telegraph (1) how much would acéeptance of the plan reduce cus- 
toms revenues on imports from all gold basis countries and conse- 

quently to what extent require a reduction of the budget; (2) is the 

French Government prepared to maintain equivalent to last year’s 

coffee quota in exchange. 
Hon 

638.5131/32 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, November 4, 1933—11 a. m. 
[Received 2:40 p. m.] 

119. Reference to Department’s telegram No. 79, November 2, 5 
p. m., the following information has been obtained from Pixley: 

* Le Moniteur, August 9, 1926, p. 369.
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1. Using the present exchange rates it is estimated that the opera- 
tion of the French plan would have reduced last year’s revenues by 
200,000 gourdes. Further decline in the gold value of the dollar will 
increase the reduction and might also induce larger shipments from 
gold countries thus accelerating the loss. Uncertainties are too great 
to permit an estimate of the probable loss of revenue under the plan. 

2. In the conference the French Minister made no reference to last 
year’s coffee quota. His threats were indefinite, although he specifi- 
cally mentioned withdrawal of most-favored-nation treatment of 
Haitian coffee. As stated in the last paragraph of the Legation’s tele- 
gram No. 115, of November 1, noon, Pixley believes that this is a 
strictly local matter at present. No compensation was offered by the 
French for acceptance of the plan. 

ARMOUR 

638.5131/35 

Memorandum by the Chief of the Division of Latin American 
Affairs (Wilson) 

[Wasuineton,] November 7, 1933. 

Mr. de la Rue, Financial Adviser to Haiti, telephoned from New 
York. He said he had just held a conference with the French Am- 
bassador and the French Commercial Attaché regarding the commer- 
cial relations between France and Haiti. He found the attitude of 
the Ambassador most sympathetic. The Ambassador had said that 
the recent suggestion of the French Chamber of Commerce in Haiti 
to calculate duties on imports from France on a gold basis had come 
from the French Commercial Attaché in Habana. The Ambassador 
felt that this Commercial Attaché had gone too far in the matter. 

The Ambassador said that he would send to his Government a mem- 
orandum recommending that France should maintain the status quo 
as regards coffee quotas for Haiti. Also, that France should work 
out a plan with Haiti which would define articles of specific French 
origin and of which France furnishes the major part of Haiti’s im- 
ports and endeavor to obtain tariff reductions on such articles from 
Haiti, which Haiti could generalize to other countries under the most- 
favored-nation clause. Mr. de la Rue said that he thought the French 
Ambassador was taking a broad gauge and friendly attitude towards 
the relations between Haiti and France and that his recommendations 
to the French Government would be extremely helpful from the point 
of view of Haiti without prejudicing the normal trade interests of 
the United States in Haiti. 

Epwin C. Witson
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638.5131/32 : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

Wasuineton, November 8, 1983—8 p. m. 

81. Your No. 115, November 1; No. 118, November 2, and No. 119, 
November 4. We have discussed the matter with De la Rue and 
desire you to instruct Pixley to inform the Minister of Finance that 
(1) any such arrangement if agreed to would unbalance the budget 
to the extent that customs receipts would be reduced; furthermore 
such an arrangement would have to apply equally to all gold coun- 
tries enjoying most-favored-nation treatment. An unbalanced bud- 
get would require a corresponding increase in revenues from other 
sources. (2) It would also seem unwise to make any arrangement 
in advance of proposed commercial treaty negotiations with France 

without assurance of an adequate coffee quota. (8) The present law 
prohibits any such arrangement unless modified by the Legislature. 

Hout 

638.5131/87 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Porr-avu-Prince, February 20, 1934—1 p. m. 

[ Received 9: 33 p. m.] 

13. Asa result of insistent demands by the French Government that 
Haiti do something to concentrate [compensate?] the present un- 
favorable trade balance (the French [Government ?] has even threat- 
ened to place a quota on Haitian coffee unless these demands are met), 
the Haitian Government has agreed to conclude a new commercial 
convention between the two countries whereby in exchange for a 
minimum tariff on Haitian coffee and a quota of 30,000,000 kilograms 
per annum the Haitian Government agrees to apply the rates in effect 
prior to 1926 on the following importations from France: wines in 
barrels gourdes .073, wines in bottles gourdes .432, sparkling wines 
gourdes 1.00, champagne gourdes 1.885, vermouth and aperitifs of 
specified brands gourdes 1.32, cognacs, armagnacs and liqueurs of 
specified brands gourdes 2.171. All taxes per liter. 
Medicinal and mineral waters are to enter without duty. Per- 

fumes, toilet waters, lotions and dentifrices of specified brands will 
pay 10 per cent ad valorem. Pharmaceutical products of specified 
brands 18 per cent ad valorem. The loss in revenue to the Haitian 
State if these duties had been in effect last year would have been 
approximately gourdes 140,000. With the view not to affect the most- 
favored-nation treatment principle the document has been so worded 
as to apply only to named specialties of French origin. In view of
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the fact that Haiti sells practically its entire coffee crop to France 
and will by the above convention be able to insure this market at 
such little loss to its customs revenues, which may even be compensated 
in part by increased importations of the articles affected, I have in- 
formed the Fiscal Representative of my approval of the reduced 
rates. I have done so without referring the matter to the Depart- 
ment. As stated, question is an urgent one and in such talks which 
only Fiscal Representative and I have had with officials in the De- 
partment we have received the distinct impression that the Depart- 
ment was in agreement that Haiti must be prepared to defend itself 
against this very real threat to its economic existence by making the 
best bargain it could. All things considered I feel that the terms by 
which it has been able to secure continuance of its coffee exports to 
France are reasonable. 

There is the further question that the legal adviser to the Fiscal 
Representative does not consider that this agreement can legally be 
put into effect until ratified by the Legislature unless an emergency 
can be shown to exist. The Ministers for Foreign Affairs and Finance, 
however, insist that it must be made effective immediately, as other- | 
wise there is a grave danger that the French will make further demands 
or retaliate with a coffee quota. The Fiscal Representative is, however, 
reluctant to put the new rates into effect without authorization from 
the Legation. I have told him that I will grant such authorization if 
or when the Minister for Foreign Affairs informs me that in the 
opinion of the Haitian Government an emergency exists such as to 
justify the immediate putting into effect of the tariff reductions pend- 
ing ratification by the Legislature, and that the Legation will submit 
the agreement for approval by the Legislature immediately upon its 
convening in April. 

ARMOUR 

638.5131/37 : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

WasuHineton, February 24, 1984—10 a. m. 

9. Your No. 18 of February 20,1 p.m. Second paragraph. Your 
action is approved. Is there anything in the Treaty to prevent like 
treatment for similar American products under terms of modus 

vivendi. 
With reference to the question of the legality of putting into effect 

the tariff reductions before ratification by the legislature, mentioned in 
the third paragraph, this would appear to be a question for determina- 
tion by the Haitian Government. 

Hou.
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638.5131/38 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, February 26, 1934—1 p. m. 
[Received 8:45 p. m.] 

15. Department’s telegram No. 9, February 24, 10 a. m., regarding 
the Franco-Haitian commercial agreement.* The agreement being 
a true “avenant”, the commercial convention of April 12, 1930 be- 
tween France and Haiti *® continues in effect except where it is in 
conflict with the terms of the “avenant”. Furthermore, the fact that 
the French products benefiting by the terms of the convention are 
definitely specified by name would seem to preclude like treatment 
for similar American products. However, as Mr. De la Rue will be 
in Washington about March 1, the Department may wish to discuss 
this matter with him. 

ARMOUR 

638.6531/12 : Telegram 

The Chargé in Haiti (Woodward) to the Secretary of State 

Port-au-Prince, September 14, 19834—2 p. m. 
[Received 6 p. m.] 

100. The Italian Government has for some time past insisted that 
Haiti take steps to compensate its unfavorable trade balance and has 
recently acted to prevent Haitian coffee from selling in Italy as freely 
as in the past. According to available figures for the current fiscal 
year Haiti has purchased from Italy 600,000 lire worth of goods and 
has sold to Italy an amount worth 12,000,000 lire. 

The Haitian Government has decided to treat the matter as an 
urgent one as Italy is its market for quality coffee and has agreed to 
add a new protocol to the commercial convention already existing 
between the two countries © whereby in exchange for a minimum tariff 
for an annual quota of 5,000,000 kilograms of Haitian coffee Haiti 
will apply a reduction of 3314 percent on existing tariff rates on the 
following importations from Italy: Marble, alabaster, olive oil, ver- 
mouth, cheese, canned tomatoes, buttons, umbrellas, hats, and caps. 

The loss in revenue to the Haitian state if these duties had been 
in effect last year would have been approximately $8000. 

The wording of the present draft of agreement, which I am send- 
ing to the Department by air mail tomorrow, would seem to me to 
afford most-favored-nation treatment to those countries, including 
the United States, which are already entitled to such treatment. 

* Signed March 10, 19384, Le Moniteur, April 23, 1934, p. 255. 
*® Le Moniteur, August 7, 1930, p. 245. 
© Convention signed January 8, 1927, League of Nations Treaty Series, vol. 

LxXxI, p. 405.
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Pixley, the Acting Fiscal Representative, agrees with me in this 

interpretation; but, as the intention of the Italian Government is 

presumably to favor its trade, the wording of the final text may be 

so changed as to make the one-third rate reduction apply only to 

named specialties of Italian origin. 

Acting on the precedent established by the Department’s approval 

of the Haitian-French agreement of last February (the Legation’s 

telegram No. 13, February 20, 1 p. m., and the Department’s No. 10 

[9], February 24, 10 a. m.), and in view of the fact that Haiti sells 

10 percent of its coffee crop to Italy and will by the above agreement 

be able to insure this market at such little loss to its customs revenues, 

I have informed the Acting Fiscal Representative of the Legation’s 

approval of the reduced rates. 
WoopwARpD 

638.6531/12 : Telegram 

The Secretary of State to the Chargé in Haiti (Woodward) 

WasHineton, September 21, 1934—5 p. m. 

79. Your 100, September 14, 2 p. m. Your actions approved. 
However, you should make it perfectly clear that this Government 
expects any reduction on any Italian product to be extended to the 
like product of the United States.™ 

HU 

NEGOTIATIONS RESPECTING THE TERMINATION OF FINANCIAL CON- 

TROL EXERCISED IN HAITI UNDER THE AGREEMENT OF AUGUST 
7, 1933; * PROPOSED TREATY OF RELATIONS 

838.51/2798 

The Haitian Minister (Blanchet) to the Acting Secretary of State 

[Translation *] 

WASHINGTON, January 12, 1934. 

Mr. Secrerary or State: I have the honor to advise Your Excellency 
that, following the private correspondence exchanged during Novem- 

ber last between President Roosevelt and President Vincent * and the 

official statements of the Head of the United States delegation to the 
Montevideo Conference,® and with a view to realizing our great and 

‘ However, the negotiations did not result in the signature of a commercial 

arrangement between Haiti and Italy at this time. 
2 Wor text of the agreement, see Foreign Relations, 1933, vol. v, p. 755. 
8 File translation revised by the editors. 
% Detter of November 16, 1933, from President Vincent and reply of President 

Roosevelt, November 29, 1933, Foreign Relations, 1933, vol. v, pp. 764 and 767. 

; wae telegram No. 83, December 1, 1933, 4 p. m., to the Minister in Haiti, ibid., 

789736—52——26
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common desire to terminate promptly the financial control exercised 
in Haiti, my Government has given me special instructions to negotiate 
with the Department of State a definitive arrangement capable of 
relieving at the same time, if such condition is deemed necessary, the 
Government of the United States from the obligations that it has 
assumed with respect to the holders of bonds of the Loan of 1922. 
Hoping that a friendly understanding between our two Govern- 

ments with respect to this important question will permit them to 
reach the desired result as soon as possible, I take [ete. ] 

A. BLANCHET 

838.51/2794 

The Minister in Haiti (Armour) to the Acting Secretary of State 

No. 238 Port-au-Prince, January 16, 1934. 
[Received January 22.] 

Sir: I have the honor to inform the Department that, at the Presi- 
dent’s request, I called on him at the Palace this morning. He told 
me that his attention had been called to a report appearing in one of 
the Dominican papers to the effect that the Secretary of State would 
probably return from Panama to New York by way of the Antilles, 
his boat probably touching at Haiti. The President asked me whether 
I had any confirmation of this report and I told him that I had not but 
that I had rather assumed that the Secretary would remain on board 
the same ship until his arrival in New York and that I understood that 
the ship’s schedule did not call for a stop at Haiti. However, I told 
the President that I would be glad to communicate with the Depart- 
ment and ascertain whether there was any foundation in the report. 

The President then went on to say that he had been thinking over 
the matter of a refunding loan for some time and that he expected, 
after the Secretary’s return, to take up the matter in Washington 
with a view to seeing what could be done in this respect. He made 
the observation that Mr. Spruille Braden, a member of the American 
delegation to the Pan American Conference who, he understood, was 
the member of the delegation primarily interested in financial matters, 
had assured members of the Haitian delegation that a refunding 
loan for an amount sufficient to take care of the present situation here 
should not be difficult to secure. The President said that what he 
would like to do would be to obtain a refunding loan sufficient to yield 
$8,000,000 over the amount actually required for refunding purposes, 
this surplus to be devoted to public works and other necessary proj- 
ects, a detailed list of which would be drawn up and presented to the 
bankers before the loan was made. This would enable the Haitian 
Government to devote its entire revenues to regular budgetary pur-
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poses including service on such a loan. The President felt that, if a 
fairly long term loan could be secured, the amortization payments 
could be kept low enough not to have the loan service a drain on the 
public treasury. With the development of the various projects now 
under study, notably the banana scheme, he felt that the economic 
stability of the country would be assured. Furthermore, he realized 
more and more that the economic and financial future of Haiti lay in 
the direction of the United States and he was most anxious that the 
refunding operation should be put through in the United States. 
If this could be done, he proposed himself to visit the United States 
to complete the final negotiations and at that time would like to 
visit the President. He felt that such a meeting, which could be 
accompanied by a statement announcing the application of the doc- 
trine of the “good neighbor” to Haiti, would have an extremely 
good effect not only on relations between the two countries but 
throughout Latin America, particularly if, at the same time, the 
announcement could be made that Haiti and the United States were 
prepared to enter into a treaty of amity and commerce based upon 
the new spirit which animated President Roosevelt’s administration. 

While I did not commit myself other than to say that I knew that 
our Government would be very glad to lend its good offices, as stated 
by President Roosevelt, I must confess that I feel that if a refunding 
loan could be secured in the United States, particularly through the 
good offices of our Government, some such procedure as that suggested 
by President Vincent might be used with telling effect in following 
up the excellent impression that seems everywhere to have been created 
by the attitude shown by our delegation at Montevideo. As to the 
feasibility of a refunding loan at the present time, the Department 
is, of course, in a better position than the Legation to judge. 

Before leaving, I took the occasion to say to the President that, 
without wishing to seem to offer gratuitous advice, there were two 
points which I should like very much to stress to him. First, with 
regard to the Garde, I had noticed an increasing tendency, both in 
the press and among individuals with whom I had spoken, to stress 
the necessity of a largely increased Garde and the purchase of equip- 
ment for it. I said that if he really hoped to secure a refunding 
loan along the lines suggested he must convince American bankers 
of the soundness of Haiti as a financial investment and that I could 
think of no worse way to go about this than to give the impression 
that, once American influence was withdrawn, the Government would 

divert the revenues, which were badly needed in developing the eco- 
nomic resources of the country, into military channels. What Haiti 
needed, in my opinion, was a police force adequate to maintain law and 
order in the country and that anything that went beyond that point
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could only be interpreted abroad as indicating an attitude of nervous- 
ness and apprehension on the part of the Government which appre- 
hension would be certain to be communicated to those abroad whom 
they were seeking to convince as to the stability of the country. Sec- 
ondly, while I naturally had no information as to what guaranties 
would be required by any banking group, should a refunding loan be 
seriously considered, I felt that if the Haitian Government could 
introduce the “douziéme” principle into its budget structure this 
would be one of the most constructive and reassuring evidences of 
financial responsibility that they could give. I pointed out that, 
while on paper, perhaps, the plan he had so often suggested to me, 
by which his government would give irrevocable instructions to the 
National Bank with regard to payments under the loan service, 
seemed perfectly secure, nevertheless, we had seen both in Salvador 
and the Dominican Republic how, even though perhaps acting in per- 
fectly good faith, a Government might get itself into financial diffi- 
culties through a faulty budget structure and I ventured to suggest 
that, if the Haitian Government would take such a step, this would 
do more than any one thing to create a feeling of confidence in Haiti’s 
financial future. 

The President took my remarks in very good part and with every 
evidence of sincerity assured me that he could see no reason why both 
these suggestions should not be carried out. With regard to the Garde 
he said that they had every intention of maintaining the Garde at its 
present approximate strength although it would be necessary to pur- 
chase a certain amount of equipment at the time the Haitianization 
was completed as they had hitherto been dependent on the equip- 
ment loaned by the American Government. 

The Fiscal Representative, Mr. de la Rue, told me this morning 
of a talk which he had had with the Minister of Finance, M. Hibbert, 
which followed very much the same lines as the President’s talk with 
me. M. Hibbert, however, was more specific in giving the details as 
to the procedure which the Haitian Government proposed to follow 
in securing a refunding loan. One of these details of some importance 
which the President had not mentioned to me was that the Haitian 
Government would accept the offer of the National City Bank and 
would itself take over the National Bank but would keep it under 
the management of the bank or consortion through which the refund- 
ing loan might be made. I am enclosing a copy of a memorandum 
prepared for me by Mr. de la Rue * covering his talk with M. Hibbert. 

It will be noted that, in his letter to me, Mr. de la Rue states that 
M. Hibbert told him the President would like to have him, Mr. de la 
Rue, go up to the United States in connection not only with preliminary 

°° Not printed.
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work looking toward a loan but also with certain other problems, 
notably, the commercial treaty,” the freight rate situation, et cetera. 
Mr. de la Rue replied that a request to this effect would have to be 
made by the Minister for Foreign Affairs to the Legation to which 
M. Hibbert replied he would see that this was done. 

In order to avoid possible delay I should appreciate hearing from 
the Department what its views with regard to this proposal may be. 
Personally, I am of the opinion that Mr. de la Rue’s presence in the 
United States at this time might be very useful and I earnestly re- 
quest that every consideration be given to this suggestion. 

There is nothing that has occurred recently to change the opinion 
I have expressed in previous despatches that, after October next, 
it will become more and more difficult to secure Haitian cooperation 
in executing the financial clauses contained in the Accord of August 7 
and, if there is any possibility that our Government’s participation 
in Haitian financial matters could be terminated prior to that time 
through a refunding loan, I feel that every effort should be made 
to this end. 

I shall not fail to keep the Department fully informed regarding 
further developments along these lines. 

Respectfully yours, Norman Armour 

838.516/277 

Memorandum by the Chief of the Division of Latin American Affairs 
(Wilson) 

[Wasuineton,| January 22, 1934. 

Mr. W. W. Lancaster, representing the National City Bank of 
New York, came in and handed me the attached copies of correspon- 
dence *°—a letter from President Vincent dated November 28, 1933, to 
the National City Bank acknowledging the Bank’s letter of November 
8, 1933, offering to sell the Banque Nationale de la République d’Haiti 
to the Haitian Government, in which President Vincent expresses 
thanks for the offer and asks for a period of one year for its considera- 
tion; and a letter from the National City Bank to President Vincent 
dated December 29, 1933, extending the offer to sell the Banque Na- 
tionale until December 1, 1934, subject to the withdrawal of this 
option on ninety days notice. 

Mr. Lancaster said that the Bank had recently received a request 
from the Haitian Government to explore the possibilities of a refund- 

7" See pp. 308 ff. 
* The agreement of August 7, 1933, provided that the withdrawal of the Ma- 

rine Brigade of the United States would commence October 1, 1984, and was to 
be completed within 30 days. 

None printed.
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ing operation to retire the outstanding bonds. Mr. Lancaster said 
that the Bank had “circularized” this request but had not yet received 
any replies. He said, in effect: “I do not think there is much likeli- 
hood of doing anything under present conditions.” 

Epwin C. WILson 

838.51/2798 OO 

Memorandum by the Secretary of State 

[Wasnuineton,] January 27, 1934. 

The Minister of Haiti called and stated that some of the officials 
in his country had represented that I had told the Haitian Delegation 
in Montevideo that just as soon as I returned to Washington I would 
take up and remove the conditions which entangled the United States 
Government with the Haitian Government financially and otherwise. 
I told the Minister that in the first place I had suggested and urged 
upon the Haitian Delegation that if their government would be dis- 
posed to do some new financing, so as to take up the present outstand- 
ing securities against Haiti, J and other United States officials would 
lend all moral support to this new financing just so we did not in- 
volve ourselves or our government. I stated that this would settle 
the matter and enable the United States Government to withdraw 
entirely from Haiti. I added that the Haitian Government now only 
had an external debt of 11 million dollars, while it had annual receipts 
of 614 million dollars, and, therefore, that it should be able to do this 
financing which would solve this entire entanglement matter which 
I deplored as much as anybody and from which my government was 
extremely anxious to release itself. 

The Haitian Delegation at Montevideo went away apparently 
pleased with this suggestion, but a few days Jater they returned and 
wanted to know if some other method of disentanglement could not 
be arrived at. I again repeated the anxious desire of my government 
to get released from this special relationship with Haiti which arose 
many years ago, and that in every possible way at the earliest possible 
date the United States Government would take steps to disentangle 
itself. I then added that, of course, at that time being many thousand 
miles away from the records in the matter, I could not possibly know 
what contractual obligations had been entered into by the United 
States Government and Haiti which might hinder and delay the re- 
moval of these involvements by any other method than that of new 
financing, but that as soon as I returned to Washington I would under- 
take to go over the entire records and see what the contractual obliga- 
tions were and in any event would work out and develop every possible 
step that could now be taken without violating our solemn contractual — 
obligations, and that we were as anxious as they to take such steps. 

C[orpeLL] H[ cir]
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838.51/2803 

The Minister in Haiti (Armour) to the Secretary of State 

No. 253 Port-au-Prince, February 2, 1934. 
[Received February 6.] 

Sm: I have the honor to inform the Department that the Fiscal 
Representative, Mr. de la Rue, informed me this morning that, from 
recent conversations he has had with M. Hibbert, the Minister of 
Finance, Mr. Laleau, the Minister for Foreign Affairs, and others, he 
understands that the President will probably shortly take up with 
me the possibility of having Mr. de la Rue proceed to the United States 
in connection with negotiations looking toward a bilateral commercial 
treaty between Haiti and the United States along the lines of those 
recently concluded by the United States with Colombia and certain 
other countries. 

As I have pointed out to the Department in previous despatches, 
I feel that Mr. de la Rue’s presence in the United States, both in con- 
nection with such a commercial treaty and, even more particularly, 
in connection with a possible refunding loan along the lines suggested 
in the President’s letter to President Vincent, might be very useful. 
In fact, I have every reason to believe that one of the principal pur- 
poses the Haitian Government would have in mind in sending him to 
the United States would be in connection with a refunding loan along 
the lines recently set forth by M. Hibbert, the Minister of Finance, 
to Mr. de la Rue. (See enclosure © to the Legation’s despatch No. 238 
of January 16, 1934.) 

The Haitian delegation to the Pan American Conference has now 

returned and the press has announced that its report will shortly be 
published but, from what I have been told by the President and the 
Minister for Foreign Affairs, I judge that there has been little change 
in the situation since that described in previous despatches and that 
the Haitian Government is still counting upon the good offices of the 
American Government in helping it to secure a refunding loan. 

With a somewhat uncertain internal political situation resulting 
from a recrudescence—or perhaps it would be more accurate to say 
continuation—of the ill feeling between the President and the major- 
ity of the Senate, I am afraid that the next regular session of the 
Legislature in April will bring matters to a head and the more that 
can be done before that time to establish a definite policy with regard 
to future financial control the better. Just two months remain before 
the opening of this session and I feel very strongly that the sooner the 
possibilities of a refunding loan can be thoroughly explored, or any 
other new mechanism tending to clarify the situation considered, the 
better. 

° Not printed.
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I should therefore appreciate receiving by telegraph an indication 
of the Department’s views with regard to having Mr. de la Rue pro- 
ceed to the United States should the Haitian Government indicate a 
desire to have him do so. 

Respectfully yours, Norman ARMOUR 

838.51/2804 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, February 13, 1984—11 a. m. 
| Received 12:10 p. m.] 

11. The President called for me this morning and told me that he 
was most anxious to begin exploring the possibilities of a refunding 
loan. He said that Blanchet has instructions to take up the matter 
with the President but asked me to stress the importance he attached 
to an early decision as to what course to pursue. He added that as 
soon as things seemed to be under way he would like to come up him- 
self to the United States quite informally for a talk with the Presi- 
dent as he felt that through such personal contacts with him and with 
the Secretary all existing difficulties could be ironed out. If a refund- 
ing loan proved possible and the withdrawal of financial control 
within sight then he felt that the occasion of his visit could be used 
to announce the opening of negotiations looking towards a treaty of 
amity and commerce. His reply to my question as to when he would 
wish to make such a visit was somewhat vague but I judge he would 
plan to leave in time to return to Haiti for the opening of the regular 
session of the Legislature, April 2nd. 

ARMOUR 

838.51/2789 

The Secretary of State to the Haitian Mimister (Blanchet) 

WasHineTon, February 14, 1934. 

Sir: I have to acknowledge the receipt of your note of January 12, 
1934, informing me that you had been instructed by your Government 
to negotiate an arrangement with a view to terminating the financial 
administration now exercised in Haiti under the provisions of the 
Agreement of August 7, 1933. 

In the statement which I made to the Haitian Delegation on board 
the S. S. American Legion on November 27, 1933, I stated that the 
American Government would agree to and would welcome an arrange- 
ment which would result in withdrawal of American governmental 
action in financial control in Haiti, and that the American Government 
would be ready to accept an arrangement along such lines if worked out
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in agreement with the present bondholders. I said that it would be 
preferable for the Haitian Government to approach the Fiscal Agents 
in regard to putting such a plan in effect, rather than for the American 
Government to take the initiative to that end. I added that the Amer- 
ican Government would be glad to lend its good offices in the matter 
in any way that would not involve it in any further responsibilities in 
Haiti. Furthermore, in the letter addressed to President Vincent on 
November 29, 1933, President Roosevelt said that 

“Under Article XXVI of the Agreement of August 7 last, Haiti, 
with the approval of the United States, reserved the right to retire the | 
bonds before their due date provided she could make an arrangement 
for this purpose satisfactory to the holders of the bonds. The United 
States Government would be glad to lend its good offices in the matter 
in any way which would not involve it in any further responsibilities 
in Haiti.” 

As I explained to the Haitian Delegation, a refunding operation 
which would retire the present bonds in agreement with the bond- 
holders, and which would not involve the American Government in 
any further responsibilities in Haiti, would appear to be the first and 
most logical move for the solution so much desired by both the 
Haitian and the American Governments, namely, the withdrawal of 
American financial control in Haiti. In this connection, I should be 
pleased to learn what steps your Government is taking to explore the 
possibility of a refunding operation. This Government will, as 
already stated, be glad to lend its good offices in the matter in any 
way that will not involve it in any further responsibilities in Haiti. 

Accept [ete. ] CorpELL Hui 

838.51/2804 : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

WASHINGTON, February 14, 1934—5 p. m. 

6. Your 11, February 13, 11 a.m. On January 12 Blanchet sent 
a note to the Department stating that he had been instructed by his 
Government to negotiate an arrangement with a view to terminating 
the financial administration now exercised in Haiti under the pro- 
visions of the Agreement of August 7, 1933. 

The Department is today replying to Blanchet [here follows sub- 
stance of note of February 14, 1934, to the Haitian Minister, printed 
supra]. 

Your despatch 253 of February 2, 1934. Should the Haitian Gov- 
ernment take up with you the question of having Mr. de la Rue 
proceed to the United States in connection with a refunding loan 
operation you will please inform the Haitian Government that the



348 FOREIGN RELATIONS, 1934, VOLUME V 

Department would prefer that a Haitian citizen be delegated to carry 
out such negotiations, although there would be no objection to Mr. 
de la Rue acting in the capacity of technical adviser to whomever the 
Haitian Government may delegate. 

Respecting negotiations for a commercial treaty, the Department is 
contemplating instructing you to begin exploratory conversations 
with Haitian Government with a view to submitting recommendations 
regarding the terms of such agreement. You will be advised of the 
Department’s decision shortly. 

Hout. 

838.51/2805 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, February 19, 1934—noon. 
| [Received 8:03 p. m.] 

12. Department’s telegram No. 6, February 14,5 p.m. As stated 
in the Legation’s air mail despatch No. 261 of February 14 ® the pres- 
ent arrangement of the Haitian Government is to have De la Rue 
sail for the United States February 22 to explore the possibilities of 
a refunding loan. He will, however, proceed directly to Washington 
and put himself in touch with the Haitian Minister to whom instruc- 
tions have been sent and who will be prepared to open negotiations 
with the fiscal agents if and when matters have reached that stage. 

I now feel, and hope the Department will agree, that this pro- 
cedure represents the most practicable one, as it would seem essential 
for the best interests of all concerned that someone with De la Rue’s 
knowledge should be on hand to advise Blanchet who will, however, 
be in a position to make clear the desires of the Haitian Government 
with regard to a refunding loan and the terms which they are pre- 
pared to offer to obtain it. 

ARMOUR 

838.51/2813 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, March 12, 1984—1 p. m. 
[Received 4:55 p. m.] 

19. The President told me this morning that he has heard from 
Blanchet that President Roosevelt will see him any time during the 

* Instruction No. 142, February 20, 1984, to the Minister in Haiti, p. 310. 
* Not printed.
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week beginning April 8th next. He asked me to express his ap- 
preciation. 

He tells me that he is planning to sail from here if he can obtain 
accommodations on the Haiti of the Colombian Line, March 22, reach- 
ing New York March 26 and remaining there quite unofficially with his 
brother the Consul until his visit. to Washington.* This will enable 
him after ascertaining from Blanchet and De la Rue the status of 
their negotiations to discuss the question of a refunding loan with the 
bankers and ascertain at first hand just what the difficulties are. He 
also desires to discuss banana possibilities with officers of the Standard 
Fruit Company. | 

He tells me that he will be accompanied by Hibbert, the Minister of 
Finance, and possibly one other subordinate official. 

I am leaving by plane tomorrow but Woodward will keep the De- 
partment informed of any changes that may occur in the plans as out- 
lined. Please communicate the above to De la Rue. 

ARMOUR 

838.51/28284 

Memorandum of Plan for Dealing With the Question of Financial 
Control, Drawn Up by the Haitian Minister for Finance (Hibbert) 
and the Fiscal Representative of the Republic of Haiti (De la Rue) 

[| Wasuineton,] April 3, 1934. 

(1) Creation by the Government of the United States of an Export- 
Import Bank, having for its object the increase in commerce between 
Haiti and the United States of America. 

(2) Creation by the Republic of Haiti of a Haitian Trade Corpora- 
tion, which would be also a branch of the National Bank of Haiti. 

(3) Purchase of the Banque Nationale de la République d’Haiti. 
(4) The entering into of a new commercial treaty between the 

United States and Haiti, which would have for its object the increase 
in Haitian purchasing power in the United States. 

(5) Loan from the Export-Import Bank to the Haitian Trade 
Corporation of $3,000,000 needed to permit the taking over and op- 
erating of the Banque Nationale by the Government. 

(6) Security to be offered is the credit of the Republic of Haiti and 
the stock of the Banque Nationale: 

(a) $3,000,000 was advanced to be reimbursed by terms to be 
agreed upon; 

(6) Amount of interest to be agreed upon. 

“For additional information regarding the visit of President Vincent to the 
United States, see Department of State, Press Releases, March 24, 1934, p. 159; 
April 7, 1984, p. 187; April 14, 1934, p. 199; and April 21, 1934, p. 216.
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(7) The Banque Nationale, upon its being purchased, shall be con- 
trolled by a Board of Governors consisting of six members, one of 
whom shall be the Secretary of the Treasury. All other members shall 
be nominated by the President of Haiti for a period of service of ten 
years. The Secretary of the Treasury and one other Haitian shall 
be selected by the President of Haiti, and the Secretary of the Treasury 
will be the President of the Board of Governors. Four experts shall 
be recommended to the President of Haiti by the Director of the 
Export-Import Bank and by the Fiscal Agent of the 1922 Loan. Of 
these experts each shall be competent and experienced in his particular 
field. They shall constitute the other members of the Board of 
Governors. 

Of the four experts— 
One shall be designated as the Governor of the National Bank; 
One shall be Director of commercial business of the Bank; 
One shall be Director of the services of the Bank having to do with 

the Treasury; and 
One shall be Inspector General of all of the affairs of the Bank and 

its branches. 
The purpose of the above arrangement is to establish a complete 

independence of the Bank from political control and this plan is to 
continue until the complete liquidation of the Loan of 1922. 

(8) The powers of the Bank briefly shall be as follows: 

(a) Control of all commercial exchange documents between Haiti 
and foreign countries, however, taking account of the vested 
rights of the Royal Bank of Canada in Port-au-Prince; 

(6) Control of monetary policy of the Government; 
(c) Maintenance of the privileges now provided by the contract 

between the Bank and the Government, except as otherwise 
herein specified ; 

(d) Taking over by the Bank of the present powers of the Fiscal 
Representative. 

Transferring to the banking service of payments of the Comptrol- 

ler’s Office, as provided by the Accord of the 7th of August, 1933, and 

the 5th of August, 1931. 
The carrying on by the Bank of the service control of customs audit 

and of contributions audit (Controle des Bordereaux). The bank 
shall demand within a period of thirty days after receipt of any Bor- 

dereaux that any supplementary charge shall be made by the Chief 

of the Service of the Customs, or that any internal revenue tax bill 
found incorrect shall be corrected by demand to the Chief of the 

Internal Revenue Service within a like period of time. 

“ Foreign Relations, 19338, vol. v, p. T55. 
® Tbid., 1931, vol. m1, p. 505.
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In case of disaccord between the Bank and the Chief of Customs or 
Internal Revenue Service with reference to supplemental tax bills, the 

Secretary of the State of Finance will decide. 
(9) Engagements of the Haitian Government to safeguard the in- 

terests of the bondholders of the 1922 Loan. 
To fix no later than the 31st of January each year an estimate of the 

total receipts of the Republic for the following fiscal year in collabora- 
tion with the Secretary of the Treasury and the Board of Governors of 
the Bank. © 

To maintain the budget within the limits of this estimate. 
To maintain the expenses within the total of the receipts or in case of 

a probable deficit to cover the same by the creation of new revenues or 
by the reduction of expenditures to the amount of the receipts, or by 

both means at once. 
Not to increase the public debt except by refunding operation. 
Not to create supplementary or extraordinary credits unless there 

are funds available over and above budget requirements. 
Not to pass one-twelfth of the total expenditures provided in the 

budget for recurring monthly expenses except as provided by the 
present law of finance. 

To establish civil service in the customs and internal revenue. 
(10) Bank shall make monthly and annual reports. 
(11) Series B and C of the Loan of 1922 are to be exchanged for 

bonds of Series A as rapidly as this can be accomplished for the pur- 
pose of reducing the budget requirements by the amount now being 
budgeted for these two loans. 

(12) The Government will agree to contract to pay to the Banque 
Nationale an allowance equal to 214 per cent of the customs receipts 
and three per cent of the internal revenue receipts to permit the bank 
to cover the new expenses contemplated and perform the services re- 
quired, these amounts being tentatively suggested at this time. In case 
they are not sufficient they will be increased. 

The Board of Governors of the Bank will arrive at an agreement 
with the Conseil des Secretaires d’Etat as to the maximum number of 
foreigners to be employed by the Bank outside of the four members of 

the Board of Governors, it being understood that the necessary men to 
carry on the work contemplated are to be employed. 

The Bank will, of course, no longer receive the one per cent on the 
receipts because this amount has been increased as above. 

(18) For the service of the 1922 Loan there will be irrevocably as- 
signed to the Bank the right to deduct from the receipts of the Govern- 
ment on deposit the necessary monies for the service of the debt. 

The Government will irrevocably agree during the continuation of 
this plan to continue the Bank as its sole depositary and bank of issue.
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Until the total amount of the advance for the purchase of the Bank 
has been repaid the Government will contract to maintain its ordinary 
operating budget at 32,000,000 gourdes. 

838.00/3198b : Telegram ne 

The Secretary of State to the Minister in Haits (Armour) 

Wasuineton, April 18, 1934. 

18. Following is the text of joint statement by President Roosevelt 
and President Vincent issued April 17 to the Press after their meeting 
at the White House: 

“We have had an opportunity to discuss in the most friendly and 
cordial manner the different problems arising in the relations between 
the Governments of the United States and of Haiti. 

“In connection with the departure of the United States Marines 
from Haiti during the month of October, next, as already provided 
in the Agreement of August 7, 1933, President Roosevelt intends to 
request authority from the Congress of the United States to make a 
gift to Haiti of a portion of the Marine Corps material which the 
Haitian Government feels would be useful to it. 
“We have exchanged views regarding the possibility of a commercial 

agreement which would increase the flow of goods between the two 
countries; and finally we have discussed a new form of financial ad- 
ministration which is satisfactory to our two Governments and which 
should be equally satisfactory to the holders of the bonds of the 1922 
loan. 

“We are both inclined to the belief that the policy of the good neigh- 
bor which the Government of the United States is endeavoring to apply 
in its relations with the other American Republics will be signally 

: manifested in the results which will be obtained from this exchange 
of views and from negotiations which are now taking place with a 
view to the practical application of the decisions reached in principle 
during our present conversations. 

“Certainly Haiti will now be in a position to look forward to her 
future with the greatest confidence.” 

Hom 

838.516/278a : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

Wasuineron, April 28, 1934—3 p. m. 

21. Hibbert left here this morning by airplane for Miami and Port 
au Prince. 

We understand that agreement has practically been reached on the 
terms of the contract for purchase of Bank satisfactory to the Haitian 
Government. 

The procedure contemplated at the time you left Washington has 
been modified in view of Hibbert’s opinion that it would run counter 

** See pp. 298 ff.
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to Haitian constitutional provisions, which Hibbert will doubtless 
explain to you. 

The procedure now tentatively contemplated is the following: 

1) Passage by Haitian legislature of a Law of Sanctions approv- 
ing the contract under which the Haitian Government acquires 
ownership of the Bank; 

2) Letter from Haitian Government to American Legation reciting 
passage of this Law of Sanctions; that it is intention of Haitian Gov- 
ernment to confer upon the Bank following powers and duties in order 
to insure service of 1922 loan and to maintain in force without modi- 
fication these measures of security until the bonds of the 1922 loan are 
paid or retired; that in view of the foregoing the Haitian Government 
proposes the conclusion of a treaty, a draft of which would be en- 
closed, to which treaty this letter would be annexed as a part thereof. 
The measures of security described in appropriate language in the 
letter would be: (a) provisions regarding designation of members of 
the Board of Directors of the Bank; (6) that all revenues and receipts 
of the Haitian Government shall be deposited in the Bank; (c) irrev- 
ocable instructions as to prior payment out of such revenues and 
receipts in favor of the service of the loan contracts; (d) authority 
to the Bank to control and inspect the application of the customs law 
and customs regulations. 

3) The proposed treaty would make reference to the purchase of the 
Bank by the Haitian Government and to the annexed letter as de- 
scribed above, and would then provide simply that upon notification 
from the Haitian Government to the American Legation of the 
enactment of whatever legislative or executive measures might be 
required to place in effect the provisions set out in the letter of the 
Haitian Government, the treaty of 1915 * would cease to have effect. 

The Haitian Government would also address a second letter to the 
American Legation, which would not be annexed to the treaty or re- 
ferred to in the treaty, which would constitute a unilateral declaration 
of the Haitian Government regarding the financial policy which it 
proposes to follow in order further to insure the service of the 1922 
loan, and would cover such matters as maintenance of a balanced 
budget, the douziéme system, and other matters mentioned in Hibbert’s 
memorandum. 

HU. 

838.516/280 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, May 5, 19384—1 p. m. 
[Received May 6—6: 23 a. m.®] 

41. Department’s telegram No. 21, April 28, 3 p. m. and 22, April 
30, 1 p.m. The Foreign Minister last night handed me drafts of 

” Foreign Relations, 1916, p. 328. 
* Telegram in two sections. 
© Telegram No. 22 not printed.
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the two letters referred to in Department’s telegram No. 21 together 
with an additional memorandum summarizing steps they propose to 
take to protect the bondholders, which memorandum will also be sent 
to the Fiscal Agents. I have forwarded these documents by air mail 
this morning and they should reach the Department Monday morning. 
It will be noted that the letter (marked A) which is the one to be 
referred to in the treaty, does not set forth specifically the powers 
listed in paragraph 2 of Department’s No. 21. Hibbert explains that 
these powers are contained in the bank contract (a procedure not per- 
haps envisaged by the Department at the time telegram No. 21 was 
sent) which contract as stated in Department’s telegram No. 22, April 
30, 1 p. m., with the bank’s concession and contracts will constitute 
the new organic bank law as the letter engages the Haitian Govern- 
ment not to change the terms of the contract. Hibbert does not see 
the need of having these powers again set forth in the letter but both 
he and Laleau have assured me that if the Department prefers that 
this be done they will be glad to make the necessary alterations. 

Lancaster ” is arriving with De la Rue on May 7th and they hope 
here to have the contract signed immediately and sent with the Law of 
Sanction to the Legislature for enactment if possible before the end 
of next week. In the meantime, if the Department will cable me 
its decision with regard to the draft letters and memorandum we can 
then be prepared to proceed with the exchange of notes and signing of 
the treaty as soon as the Legislature has passed the latter. It might 
be well to send me by air mail drafts of replies which will be made to 
Haitian notes when approved. 

ARMOUR 

838.516/280 : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

Wasuineton, May 7, 1984—5 p. m. 
25. Your 42 [47], May 5,1 p. m. and letter with enclosures to Wilson 

dated May 5." We explained carefully to Hibbert that the American 
Government could not base a treaty with the Haitian Government 
upon a contract between the latter Government and an American bank- 
ing house. We thought it was clearly understood by Hibbert and 
De la Rue that the procedure should be as set out in our 21, April 28, 
3p. m., and we feel it important that this procedure be followed. 

Letter “A” from the Haitian Government should set out in detail 
the four measures of security for the bondholders mentioned in para- 
graph numbered 2 of our 21, April 28, 3 p. m., with the statement that 

® William W. Lancaster, Counsel for the National City Bank. 
" Letter of May 5 with its enclosures not found in Department files,
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such measures will be maintained in force without modification until 
the bonds of the 1922 loan are paid or retired; measure (a) should re- 
cite the provisions regarding designation and appointment of members 
of the Board of Directors in much the same terms as those employed 
in the Sales Contract; measures (6) and (c) should comprise the per- 
tinent provisions of Article XV of the Sales Contract and of the 
penultimate paragraph of the draft letter marked “B” enclosed with 
your letter under acknowledgment; measure (d@) should contain pro- 
visions which in your judgment and that of De la Rue are satisfactory 
as to the necessary authority to the Bank to control and inspect the 
application of the customs law and customs regulations; apparently 
such provisions are suggested in the third and fifth paragraphs of the 
letter marked “B” enclosed with your letter under acknowledgment. 

The definitive letter “B” from the Haitian Government should 
comprise the second, fourth, sixth and eighth paragraphs of the draft 
letter “B” enclosed with your letter under acknowledgment (De 
la Rue should be consulted as to the satisfactory form of these para- 
graphs) as well as the statement of financial policy embodied in the 
memorandum enclosed with your letter under acknowledgment. 
There would seem to be no reason for sending a separate memorandum 
to this Government, although we agree that the separate memoran- 
dum should be transmitted by the Haitian Government to the Fiscal 
Agents and to the Foreign Bondholders Protective Council. 

We do not desire any phraseology used in letter “B” such as is 
contained in the Haitian draft with reference to “permitting the 

United States Government to be relieved of obligations assumed to- 
wards the bondholders” nor any reference to the prospectus of the loan. 

How 

838.516/282 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, May 11, 1934—1 p. m. 
[Received May 12—1: 10 a. m.] 

42. With reference to the Department’s telegram[s] No. 21, April 
98, 3 p.m. and 25, May 7, 5 p. m. I sent to the Department yesterday 
by air mail under cover of a personal letter to Wilson” new drafts 
prepared by the Haitian Government of letters “A” and “B” (“A” 
the letter to be referred to in the treaty ; “B” the definitive letter com- 
prising unilateral declaration of the Haitian Government). There 
is also enclosed (document “C”) a draft treaty prepared by the Hai- 
tian Government, | 

™ Letter dated May 10, 1934, not printed. There are no enclosures attached 
to the original in the Department files. 

789736—52———27
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The sales contract and law of sanction are now virtually ready for 
signature but the President desires to discuss the questions from all its 
angles with individual Senators and Deputies before presenting it 
formally to the Legislature which will probably be done next Monday, 
May 14. 

When he presents the contract he would like to have it accompanied 
unofficially and for background purposes only by the two letters and 
draft treaty in order that the Legislature may have the plan in its 
entirety before it when it considers the contract. 

The President would not wish to do this however until being assured 
that we are in virtual agreement on the terms of both letters and if 
possible on the text of the treaty as well. Both De la Rue and I feel 
that letters “A” and “B” as now drafted (the Haitian Government has 
followed closely the points set forth in the Department’s telegrams 
21 and 25) are satisfactory; the only change we have suggested be- 
ing the raising of the percentage allowed the bank for expenses in 
the financial administration from 2 per cent to 3 per cent (see letter 
“A” page 2 paragraph 2). 

In order to expedite matters, I hope that the Department will tele- 
graph (by cable) as soon as conveniently possible any comment or 
changes it desires made together with its views as to the proposed 
procedure. Personally, I feel that it is most important that the 
Legislature have the entire plan before it in considering the contract. 

In general, things are progressing as satisfactorily as could be 
expected. 

ARMOUR 

838.516/283 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, May 12, 1934—1 p. m. 
[ Received 2:30 p. m.] 

44, Legation’s May 11,1 p.m. Bank contract signed this morning. 

ARMOUR 

838.516/284 : Telegram 

The Minster in Haiti (Armour) to the Secretary of State 

Port-au-Prince, May 15, 1934—noon. 
[Received 12:45 p. m.] 

47. My telegram No. 42, May 11,1 p.m. Could a reply be expedited 
as the President is sending the contract to the Legislature tomorrow 
and would like to have it accompanied by the draft notes and draft 
treaty. 

ARMOUR
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838.516/282 : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

WasHineTon, May 15, 1984—4 p. m. 

28. Your 42, May 11, 1 p. m., and letter to Wilson of May 10, with 

enclosures.” 

1. In paragraph “d” of letter “A” the following changes should be 
made: In the fourth line of the paragraph the phrase “the Director 
of the Bank” should be replaced by “the Board of Directors of the 
Bank”. The same change should be made in lines 10 and 12 of para- 
graph “D” and appropriate changes in line 13. Otherwise, letter 
“A” is satisfactory. 

2. Letter “B” with memorandum satisfactory. 
8. The proposed draft of treaty seems to us unsatisfactory and we 

suggest a treaty in following terms: 

“TREATY OF RELATIONS BETWEEN THE UNITED STATES OF AMERICA AND 
: THE Repusuic oF Harri 

Wuenreas the Haitian Legislature has voted the Law of Sanctions 
dated May , 1934, approving the acquisition of ownership and 
the organization by the Government of Haiti of the National Bank 
of the Republic of Haiti; and 

Wuenreas the Government of Haiti has communicated by letter of 
its Minister of Foreign Affairs dated May , 1934, to the American 
Minister at Port-au-Prince, copy of which letter is appended hereto 
as an integral part of this treaty, the intention of the Government 
of Haiti to confer upon the National Bank of the Republic of Haiti 
certain powers and duties and to maintain them in full force and effect, 
without modification, for the purpose of assuring the service of the 
loan of 1922 as set forth in the aforementioned letter of May , 1934, 
until such time as all bonds issued under the loan contracts of 1922 
shall have been amortized or repaid; and 
Wuereas the President of the United States of America and the 

President of the Republic of Haiti being desirous of strengthening the 
relations of friendship existing between their two countries and to 
that end of concluding a convention maintaining those relations upon 
a basis of mutual understanding and cooperation have named as their 
respective plenipotentiaries, that is to say: 

The President of the United States of America; | 
The Honorable Norman Armour, Envoy Extraordinary and Min- 

ister Plenipotentiary of the United States of America at Port-au- 
Prince; and 

The President of the Republic of Haiti, 
Who, after having communicated to each other their respective 

full powers found in good and due form, have agreed upon the follow- 
ing Articles: 

ARTICLE I 

When the Government of Haiti shall have enacted the necessary 
measures to place in full force and effect the provisions set forth in 

® Letter of May 10, 1934, not printed.
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the aforementioned letter of May _ _, 1934, the Treaty of September 
16, 1915, and the Protocol of October 8, 1919,’ shall cease to have 
effect. Notice of such enactment shall be given in writing by the 
Government of Haiti to the American Minister at Port-au-Prince. 

ARTICLE II 

The present treaty shall be ratified by the Government of the United 
States of America and by the Government of Haiti in conformity 
with their respective laws and the ratifications shall be exchanged in 
the City of Washington as soon as may be possible. 

IN WITNESS WHEREOF, the respective plenipotentiaries have signed 
the present treaty and have affixed thereto their seals. 

Done at Port-au-Prince, in duplicate, in the English and French 
languages, on the day of May, in the year nineteen hundred and 
thirty-four.” 

4, We also suggest an exchange of notes providing that upon en- 
trance into effect of the new treaty, the Haitianization Agreement of 
August 5, 1931, and Section II of the Agreement of August 7, 1933, 

shall cease to have effect. 
Hoi. 

838.516/286 re 

The Minister in Haiti (Armour) to the Secretary of State 

No. 312 | Port-au-Prince, May 16, 1934. 
[Received May 22. | 

Sir: Confirming my telegram No. 44 of May 12, 1 p. m., I have the 
honor to inform the Department that the contract for the sale of the 
Banque Nationale de la République d’Haiti to the Haitian Government 
was signed on May 12. The contract, together with the law of sanc- 
tion, is being presented to the Chamber of Deputies by the Minister of 
Foreign Affairs, M. Laleau, today. 

M. Laleau informed me that he intended to present the contract in 

a vigorous speech calling the attention of the Deputies to the fact that 
the plan proposed was one which they had all on many occasions 
insisted was the one they wanted and that now to reject it would be to 
subject themselves to the accusation of hypocrisy and bad faith. 

I have called M. Laleau’s attention to the correction in letter “A” 
mentioned in paragraph 1 of the Department’s telegram No. 28 of May 
15,4 p. m., regarding the substitution of the phrase, “Board of Direc- 
tors of the Bank,” for, “The Director of the Bank.” I have also 
handed him the text of the proposed treaty set forth in the same tele- 

™ Foreign Relations, 1919, vol. m1, p. 347. |
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gram. He will, I understand, use these documents in informal dis- 
cussions with the Deputies in order that they may have the whole plan 
before them when they come to consider and vote on the bank contract 
and the law of sanction. 

In the meantime, the resignation of two members of the Cabinet, 
MM. Lescot and Hibbert, has been announced. As I have reported to 
the Department, M. Hibbert is to be replaced by M. Christian Laporte 
while Titus, the former Minister of Commerce and Justice, is replacing 
M. Lescot as Minister of Interior and M. Brutus, former Chief of the 
President’s private Cabinet, is to take over the portfolios of Commerce 
and Public Works. (M. Hibbert held the combined portfolios of 
Finance and Public Works.) 

While it is hoped that this concession by the President to the opposi- 
tion forces will perhaps have the effect of winning them over, a strong 
subterranean attack against the purchase of the bank, and in fact the 
whole plan as explained to the public through the press, has developed. 

Curiously enough, the Chamber of Deputies, which has hitherto sup- 
ported the President, seems to be even stronger in its opposition to 
the bank purchase than the Senate. The Deputies, in particular, have 
been open in charges of venality against the Government and the usual 
group of sordid rumors that seem always ready to be launched at a 
time like this are once more circulating. . . . 

There is little doubt in my mind that the early opposition to the | 
bank sale was based upon a very real fear among the more seriously 
inclined that the bank, once purchased, would become a prey to local 
politics but the publication of the contract and the restrictions imposed 
therein, as well as the announcement that the present personnel of the 
bank is to continue, with the possible exception of the Director, has 
reassured those who were honestly apprehensive. 

I shall not fail to keep you fully informed of developments. In the 
meantime, however, I fear that I must warn the Department that the 
situation, as it appears today, is by no means settled and that there is 
a possibility that the plan which has been evolved with so much care 
and effort and that represents all that the most exigent Haitian could 
ever have desired may, after all, be rejected through the selfish atti- 
tude of a small group who really do not wish to see a solution to the 
present problem. I hope that my fears may not prove justified but I 
feel it my duty to mention this possibility in order that the Department 
may not be taken by surprise should such an unfortunate eventuality 
occur. 

- Respectfully yours, Norman ARMOUR
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838.516/285 : Telegram 

The Minister in Haitt (Armour) to the Secretary of State 

Port-au-Prince, May 19, 1984—2 p. m. 
[Received 3:15 p. m.] 

51. Department’s telegram No. 28, May 15,4 p.m. Haitian Gov- 
ernment agrees with preamble to our draft treaty, also article II; 
but suggests that article I is unnecessarily redundant and prefers its 
text as given in enclosure to my letter to Wilson of May 10.” 

As letter “A” becomes party to treaty by incorporation through 
reference in treaty, the provisions of the letter become supreme law 
of land and no further measures necessary to make them so. When, 
therefore, the letter is sent and treaty is signed and ratified everything 
necessary will have been completed. In view of this they ask whether 
we will not consider simplification of article I along the lines of 
article I of their draft. Please instruct. 

ARMOUR 

838.516/285 : Telegram 

The Secretary of State to the Minister in Hattt (Armour) 

WaAsHINGTON, May 21, 1934—4 p. m. 

82. Your 51, May 19, 2 p. m. . 
1) In order to meet Haitian views we propose that Article I of 

the treaty should read as follows: 

“Upon entrance into force of the present treaty, of which the pro- 
visions of the aforementioned letter of May , 1934, are an integral 
part, the Treaty of September 16, 1915, and the Protocol of October 
3, 1919, shall cease to have effect”’. 

2) Our 28, May 15, 4 p.m. In the second “Whereas” clause of 
the preamble of the treaty the phrase “the intention of the Govern- 
ment of Haiti” should be made to read “the decision of the Govern- 
ment of Haiti”. This change is in order to make the phraseology 
conform to the first paragraph of letter “A”. 

3) In paragraph (d) of letter “A” the phrase “for the service of 
the foreign loans of Haiti” (line 5 French text) should be made to 
read “for the service of the 1922 Haitian loans”. 

4) Full powers for you to sign the proposed treaty, and instruc- 
tions regarding replies to letters “A” and “B” will be forwarded by 
airmail shortly. 

Hv 

™ Text not attached to letter of May 10, 1934; in Department files.
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838.516/287 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, May 22, 1934—1 p. m. 
[Received 2:30 p. m.] 

52. Department’s telegram No. 82, May 21,4 p. m. 
1. Secretary of State for Foreign Affairs approves new text of 

article 1 and other changes suggested. He feels however that sec- 
ond “whereas” clause of preamble is unnecessarily long and suggests 
omission of words “copy of which letter is appended hereto as an in- 
tegral part of this treaty” in view of same language appearing in 
new text of article 1. 

2. Please instruct if you approve suggestion, in which case text 
of treaty may now be considered as agreed upon. 

8. Suggest that full powers and instructions regarding replies re- 
ferred to in paragraph 4 Department’s telegram be sent by Thursday’s 
plane from Miami as there is just a possibility that legislative action 
may be expedited and exchange of notes and signing of treaty set 
for end of week. 

ARMOUR 

838.516/287 : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

WASHINGTON, May 22, 1934—6 p. m. 

33. Your 52, May 22 1 p.m. We agree to omit from the second 
“whereas” clause of preamble the phrase mentioned in your para- 
graph 1. 

We will make every effort to see that full powers and instructions are 
sent by Thursday’s plane from Miami. 

Hoy 

838.51/2887a 

The Secretary of State to the Minister in Haiti (Armour) 

No. 171 Wasuineron, May 23, 1934. 

Sir: There is transmitted herewith the President’s authorization 
empowering you to negotiate, conclude and sign the proposed Treaty 
of Relations between the United States and the Republic of Haiti, 
transmitted in the Department’s telegraphic instruction No. 28 of 
May 15, 1934, as modified by the Department’s telegraphic instructions 
No. 82 of May 21, 1934, and No. 83, May 22, 6 p. m. 

** Not printed.
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Upon the enactment of the law of sanctions governing the sale of the 
bank and the receipt of letters “A” and “B” from the Haitian Govern- 
ment, drafts of which were enclosed with your letter of May 10, 1934, 

to Mr. Wilson, with the modifications in letter “A” set forth in the 
Department’s telegraphic instructions Nos. 28 of May 15 and 32 of May 
21, 1934, you may transmit the attached replies to the Haitian Govern- 
ment and immediately thereafter sign the treaty. 

Very truly yours, For the Secretary of State: 
SuMNER WELLES 

[Enclosure 1] 

Draft Reply to Letter“A” From the Haitian Government 

Exceitiency: Acting under instructions of my Government, I have 
the honor to acknowledge the receipt of Your Excellency’s note No. 
..., dated ......~, stating that Your Excellency’s Government, 
with a view to concluding with the Government of the United States a 
treaty abrogating the treaty of September 16, 1915, and the agreements 
made thereunder, has determined to maintain the organization of the 
National Bank of the Republic of Haiti, as set forth in the contract of 
sale of this bank, which contract was sanctioned by the Haitian Cham- 
bers by law of May, 1934, and to entrust to this bank all the powers 
necessary to assure the service of the loan and to change nothing either 
in the organization of the bank or in the powers granted to it, until 
such time as the bonds of the 1922 Haitian loan shall have been com- 
pletely amortized or refunded. 

Specifically, Your Excellency’s note under acknowledgment sets 
forth: 

“(a) The Bank shall be directed by a Board of Directors of six 
members named by the President of the Republic of Haiti. Of these 
six members, two, one of whom shall be the Secretary of State for 
Finance, shall be named directly by the President of Haiti. Two 
shall be chosen from a list of five names presented by the Fiscal Agency 
of record of the Series A, and two from a list of five names presented 
by the Foreign Bondholders Protective Council, Incorporated. 

(6) The Bank, as the sole depository of all of the funds whatso- 
ever of the Government of Haiti, shall have the power and the duty 
to receive all of the receipts of the Government and all payments 
made in favor thereof, to set aside in preference to any other expendi- 
ture, the sums necessary for the service of the 1922 Haitian loan and, 
as the duly constituted Agent of the Government, to make all the 
payments required by the loan contracts. 

“On the First of October, 1934, the Bank shall take from the funds 
of the Government the sum necessary for the service of the month 
of October, and in the course of this same month of October, it shall 
set aside, in preference to any other levy, the amounts required for
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the service of the month of November and so on, the service of any 
month whatever being assured by the levies made during the pre- 
ceding month. 

“For the service of the treasury and for all the administrative 
services that it may render with a view to assuring the complete 
protection of the interests of the holders of the loan, the Bank shall 
evy two per cent on all the gross receipts of the Government. 

“(¢c) The Government shall give irrevocable instructions to the 
Bank, specifying that the payments for the service of the loan shall 
enjoy a special privilege with respect to any other payment to be 
made from its funds. 

“(d@) On October 1, 1934, a service shall be established in the Na- 
tional Bank of the Republic of Haiti, charged with the examination 
of the bordereaux issued by the various customs houses of the Re- 
public and by the Service des Contributions. The Board of Direc- 
tors of the Bank, within thirty days of the issuance of any customs 
bordereaux or internal revenue bordereaux shall have the right to 
request the issuance of a supplementary bordereaux by the Haitian 
Director General of Customs, who, in order to facilitate the applica- 
tion of the measures contemplated in this paragraph, shall have 
jurisdiction over the Administration Générale des Contributions. 
In case of disagreement between the Board of Directors of the Bank 
and the Director General of Customs, the matter shall be adjusted by 
the Secretary of State for Finance. 

“Every facility shall be afforded to the Board of Directors of the 
Bank to ascertain directly or by its qualified representative whether 
the customs laws, the customs regulations and the fiscal laws in gen- 
eral are strictly applied, in order to make a report thereof to the 
Secretary of State for Finance.” | 

In view of the added assurance of Your Excellency’s Government 
that the National Bank of the Republic of Haiti, with the organiza- 
tion and powers set forth above, will adequately ensure the service 
of the loan of 1922 and protect the interests of the holders of the 
bonds, I am further instructed to state that I am authorized to sign 
the draft treaty which you were good enough to enclose with the 
note under acknowledgment, it being understood that the note under 
acknowledgment shall be attached to the treaty so that after approval 
by the Haitian National Assembly it shall form an integral part 
thereof. 

Accept, Excellency, etc., etc. 

[Enclosure 2] 

Draft Reply to Letter “B” From the Haitian Government 

Excettency: Acting under instructions of my Government, I have 
the honor to acknowledge the receipt of Your Excellency’s note No. 
..., dated ......, enclosing a memorandum setting forth the 
principal provisions of the fiscal policy which Your Excellency’s
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Government pledges itself to follow until the complete amortization or 
prior refunding of the Haitian loan of 1922. 
My Government has taken due note of the content of the memoran- 

dum in question, an English translation of which is attached hereto, 
Accept, Excellency, etc., etc. 

[Subenclosure] 

Memorandum 

to be communicated by the Haitian Government to the Fiscal Agency 
of Loans A, B, C and to the Foreign Bondholders Protective Council, 
specifying the financial policy which the Haitian Government pledges 
itself to follow until the Loan of 1922 has been completely amortized 
or refunded. 

I. Buperrary BaLance 

(a) Not later than January 31 of each fiscal year to request the 
Board of Directors of the National Bank of the Republic of Haiti 
for a scientific estimate of the receipts for the next fiscal year. 

(6) To maintain the annual budget of expenditures within the 
limits of the estimate made. 

Il. Dericrrs 

To bring the receipts to the level of the expenditures, in case of a 
probable deficit, either by the creation of new receipts or by the reduc- 
tion of the expenditures to the level of the receipts, or by both methods 
at once. 

Ill. Pusric Dest 

Not to increase the public debt except on the occasion of a refunding 
operation of the 1922 loan. 

IV. SUPPLEMENTARY AND EXTRAORDINARY CREDITS 

Not to pass supplementary or extraordinary credits unless there 
are funds available to cover them. 

V. Tue Dovuziime 

Not to exceed the monthly douziéme except in case of force majeure, 

and with the approval of the Council of Secretaries of State, 

VI. Service or PayMEntTs 

To transfer to the National Bank of the Republic of Haiti the serv- 
ice of the issue of checks, as now organized. All checks issued shall 
be in the name only of the Haitian Government and shall be signed
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by a special employee designated by the President of Haiti. The 
Bank shall continue the publication of the monthly Bulletin and in an 
appropriate form of the annual Bulletin now prepared by the services 
of the Fiscal Agent; it shall also have the duty of indicating to the 
Secretary of State for Finance any error which may be found in 
orders addressed to it for payment, or in the vouchers which accom- 
pany such orders. 

VIT. Harrian Customs Service AND INTERNAL REVENUE SERVICE 

(a) To organize the customs and internal revenue services according 
to rules of recruitment and career so as to insure the stability of said 
services and to provide for promotion according to competence, length 
of service and quality of work furnished. 

(6) To operate the customs service on two per cent. of the cus- 
tom receipts and the internal revenue service on twelve per cent. of 
the internal revenue receipts. 

(c) To give the Haitian Director General of Customs jurisdiction 
over the internal revenue service (Service des Contributions). 

838.516/291 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, May 25, 1984—2 p. m. 
[Received 4:05 p. m.] 

55. My telegram No. 52, May 22,1 p.m. Haitian Government 
now desires to insert in article I of the treaty immediately following 
the words “the Protocol of October 3, 1919” the following phrase: 
“and the financial arrangement contained in the agreement of August 
7, 19338, resulting from the above-mentioned protocol”, the article 
thereby being amended to read “upon the entrance into force of the 
present treaty of which the provisions of the aforementioned letter 
of May  , 1934 are an integral part of the Treaty of September 
16, 1915, and the Protocol of October 3, 1919, and the financial ar- 
rangement contained in the Agreement of August 7, 1933, resulting 
from the above-mentioned protocol shall cease to have effect”. 

I conveyed to the Minister for Foreign Affairs the Department’s 
suggestion contained in paragraph 4 of your telegram 28, May 15, 
4p. m., adding that I felt sure your suggestion that the matter be 
handled in this way was to obviate possible legislative criticism that 
they had never approved or taken official cognizance of the accord. 
The Minister for Foreign Affairs, however, assures me that they can 
handle such criticism and insists that Haitian Government would 
prefer to have the phrase referred to included in the treaty. Please 
instruct, 

ARMOUR
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888.516/291 : Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

WasuHineton, May 26, 1934—1 p. m. 

37. Your 55, May 25,2p.m. Weagree to insertion in article I of the 
treaty of the phrase requested by the Haitian Government. 

Huu 

838.516/293a : Telegram 

The Acting Secretary of State to the Minister in Haiti (Armour) 

WAsHINGTON, June 4, 1934—7 p. m. 

41. Please cable present status of bank sales contract and proposed 
treaty. 

PHILLiPs 

838.516/294 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-Av-PrincE, June 5, 1934—10 a. m. 
[Received 2:10 p. m.] 

57. Department’s telegram No. 41, June 7 [4], 4 [7] p. m.; and 
Legation’s despatches numbers 312, May 16, and 321, May 30.77 Com- 
mittee of Chamber of Deputies appointed to examine project has de- 
cided unanimously in favor of principle of contract but is still discuss- 
ing its terms. Just when committee will make its report to Chamber 
and the debate on the floor will begin is not yet certain. After action 
by Chamber project must go to Senate. 

Bank here recently received telegram from Lancaster indicating 
that if Haitian Government made request for reasonable extension of 
time (contract calls for approval by the legislature before June 1) he 
thought request would probably be granted although he could not 
say so definitely until matter had been submitted to proper officials. 

President Vincent informed me yesterday that Haitian Govern- 
ment is asking the bank for 3 months’ extension of time in which to 
enable the Legislature to finish discussion and he hopes vote contract. 

There now seems to be little likelihood of favorable action by the 
Legislature prior to adjournment of our Congress. I presume, how- 
ever, that our offer to conclude a treaty will hold good if the Haitian 
Legislature eventually passes the law of sanction although of course 
no action could be taken under the treaty until our Senate took action. 
I should, however, appreciate Department’s views on this point.” 

™ Despatch No. 321 not printed. 
7% In reply, telegram No. 43, June 5, 1934, 7 p. m., to the Minister in Haiti, 

stated : on 57, June 5, 10 a. m., penultimate paragraph. Your understanding 
1s correc
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The President also expressed the hope that in spite of inexcusable 
delay in approving bank contract, which no one regretted more than 
himself, our Government would nevertheless still be willing to dispose 
of Marine Corps material as might be expected. Could the Depart- 
ment inform me of status of this question and what if any reply it 

desires made to the President.” 
ARMOUR 

838.516/294a: Telegram 

The Secretary of State to the Minister in Haiti (Armour) 

WASHINGTON, June 6, 1934—4 p. m. 

45. Lancaster advises us that the National City Bank is prepared 
to accede to the request which it has received from Haiti to extend 
option for purchase of National Bank of Haiti beyond June 1, but 
is cabling De la Rue to ask his opinion whether as a matter of tactics 
it would not be advisable to limit such extension at this time to 30 

days. 
Please cable your views on this point. 

Hou 

838.516/295 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Prince, June 7, 1984—noon. 
[Received 4:16 p. m.®°] 

59. Department’s telegram No. 45. De la Rue consulted me before 
replying to Lancaster’s request for his opinion and I concur in views 
set forth in the following telegram sent by De la Rue yesterday: 

“Personal. Lancaster. Referring to your telegram of the 5th all 
of us have consulted together this morning. We think 60 days should 
be sufficient but may not be and in view of complications changing 
fixed date all recommend 90 days extension. I suggest that difficulty 
in making audit, preparing transfer, et cetera, if passage delayed in 
September, justifies strong representation in communicating accord 
agreeing to 90 days urging passage at earliest date possible. Govern- 
ment’s position has improved although opinions still very mixed as to 
chance of ratification but believe that every assistance should be given 
Executive. S. de la Rue.” 

ARMOUR 

™ See telegram No. 44, June 5, 8 p. m., to the Minister in Haiti, p. 295. 
© Telegram in two Sections. 
“The bank approved an extension not to exceed 90 days from June 1, 1934 

(8388.516/298) .
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838.516 /302 

The Minister in Haiti (Armour) to the Secretary of State 

No. 344 Port-au-Prince, June 25, 1934. 
[Received July 2.] 

Sir: I have the honor to forward herewith a single copy of the re- 
port of the Committee of the Chamber of Deputies® appointed to 
study the contract for the purchase of the National Bank of Haiti. 

The report, which was submitted to the Chamber on June 22, con- 
tains a recommendation that the principle of the contract be adopted, 
although three of the five members signed the report with reservations. 
The first three pages are devoted to a general discussion of the de- 
sirability of state ownership of banking institutions and the remainder 
to enumeration of the various changes in the terms of the contract 
which the committee recommends. It is understood that these changes 
represent substantially those included in the modified contract, a 
copy of which was forwarded to the Department with the Legation’s 
despatch No. 340 of June 20, with the principal exception that the 
committee has recommended that under Article 5 the Government 
will designate three directors rather than two. However, I have been 
informed personally by the President that he will not consent to this 
change as he recognizes that it would constitute a change in the sub- 
stance of the contract. The Department will note that this change 
was not incorporated in the text of the modified contract which was 
forwarded with the despatch referred to. 

Respectfully yours, NorMan ARMOUR 

838.516/310 : Telegram 

The Minister in Haiti (Armour) to the Secretary of State 

Port-au-Princz, September 6, 1934—noon. 
[Received 4: 07 p. m.] 

96. Regular session of the Legislature adjourned at midnight last 
night without the Senate having reported the bank contract out of the 
committee appointed to consider it. The pretext given for refusal 
to vote even on the principle of the contract as the Government had 
hoped they would do was that they must await the meeting of the 
stockholders September 9 to ratify the sale of the bank. 

Just what will be the next step is somewhat uncertain. Ina talk with 
the President he told me that he was still undecided as to whether to 
call special session in late October or to have the matter put up to 
the nation as a whole through a plebiscite. I have urged him against 
this second course as outlined in my despatch 4038 of August 29." The 

* Not printed.
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Minister for Foreign Affairs tells me today that he feels reasonably cer- 

tain the President will put the contract up squarely to the Legislature 

in a special session called for that purpose in late October. Whether 

the President will present the contract as signed with the bank or will 

ask the bank to agree to reasonable modifications that he, the President, 

feels will make it more acceptable to the Legislature has not, I think, 

been decided upon. 

I shall be in Washington Tuesday morning September 10. Please 

repeat the substance of the above to De la Rue. 
ARMOUR 

838.516/311 : Telegram 

The Chargé in Haiti (Woodward) to the Secretary of State 

Port-Au-PRINCE, September 7, 1934—1 p. m. 
[Received 2:45 p. m.] 

97. Referring to the Legation’s telegram No. 96, September 6, noon, 
Laleau informed me this morning that President Vincent is sending 
to Blanchet by air mail tomorrow for consideration at stockholders 
meeting next week the text of the bank contract as he hopes to submit 
it to Parliament when reconvened probably late in October. 

W oopwarD 

838.516/312 : Telegram 

The Chargé in Haiti (Woodward) to the Secretary of State 

Port-au-Prince, September 10, 1984—2 p. m. 
[Received 3 p. m.] 

98. My telegram No. 97 September 7, 1 p. m. President Vincent 
has decided not to send Blanchet an amended text for consideration 
at Wednesday meeting owing to inability to obtain assurances from 
Senators as to desired modifications. 

WoopwarpD 

838.516/313 

The Chargé in Haiti (Woodward) to the Secretary of State 

No. 421 Port-au-Prince, September 19, 1934. 
[Received September 21.] 

Sir: I have the honor to report that in a conversation yesterday with 
M. Laleau, Minister of Foreign Affairs, I asked whether there was 
any news concerning an extra session of the legislature for the con- 
sideration of the bank sale contract, to which he replied in the nega- 
tive. He added that the Government was waiting until hearing more 
from Washington and New York before taking a decision, and that
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in his opinion the best thing to do would be to let the whole question 
drop until next April, the date of the opening of the regular session 
of Parliament. 

I told him that in my personal opinion such a long delay seemed 
unnecessary, although I agreed with him that judging by the recent 
turn of events a rest seemed to be needed for awhile. We discussed 
the article which appeared in the Matin of September 17th, reading 
in part as follows: 

“Information from private sources which has come to us leads us 
to believe that the American Government during the first half of 
October will take a decision concerning its financial control in Haiti, 
in a sense favorable to our dignity and interest,” 

and the answer in an editorial of the Nouvelliste of the same afternoon, 
refuting the Matin and referring to President Roosevelt’s message read 
during the celebration on August 21st by his special Ambassador,* 
the American Minister to Haiti, in which it is specifically stated that, 

“Finally, it is my earnest hope that the plan now under considera- 
tion by the Haitian Government providing for the complete with- 
drawal of the Government of the United States from all participation 
in the administration of Haitian finance, which I feel represents the 
limit to which my Government can properly go, and yet remain faith- 
ful to its obligations, may prove acceptable, and that following the 
conclusion of a new treaty putting an end to those now in existence, 
we may in the future be bound only by those ties of friendship and 
mutual beneficial economic intercourse which should unite friendly 
and neighboring republics.” 

It seems difficult to believe that after all that has been said and done, 
the attitude reflected in the Matin could still exist, but such is unfortu- 
nately the case. 

M. Laleau touched upon a condition which undoubtedly has some 
bearing on the matter, namely, that politicians and others who oppose 
the President are too often credited with a “corner” on honesty, while 
those who are friendly are generally looked upon with suspicion, as it 
is thought that they adopt this friendly attitude for favors received. 
This is perhaps the inevitable boomerang when money plays such an 
important part in forming public opinion. 

If the termination of American financial control is to be pursued 
on present lines, I believe that our Government could not do better 
than to encourage the Haitian legislature to take a breathing spell, at 
least until the return of Minister Armour and Mr. de la Rue, to give 
time for those who still hold the opinion reflected in the article of the 
Matin quoted above, to see that no “coup de théatre” is in prospect. 
If the Minister and the Fiscal Representative could, on their return, 

* Ante, p. 307.
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give assurances along the lines of those already laid down by Presi- 
dent Roosevelt, and if a special session of the legislature were then to 
be called, the bank contract, would, I believe, stand its best chance 
of passage. , 

Respectfully yours, STANLEY WoopwAkpD 

838.51/2865 : Telegram 

The Chargé in Haiti (Woodward) to the Secretary of State 

Port-au-Prince, October 8, 1984—11 a. m. 
[Received 1:15 p. m.] 

107. Leading article in today’s Matin refers to the recent departure 
for the United States of Haitian Government officials now in New 
York and goes on to say in effect that the adjournment of the bank 
question by the Senate is leading to new and favorable consideration 
on the part of the American Government concerning financial control 
“which may even bring about the withdrawal of the Fiscal Representa- 
tive shortly”. 

President Vincent is greatly annoyed by the article and has asked 
me to issue a denial if possible. If the Department has no objection 
I will issue a statement to the effect that the A/atin article is without 
foundation. 

Woopwarp 

* By telegram No. 82, October 3, 1934, 6 p. m., the Department authorized the 
Chargé in Haiti to make the statement. 

789786—52——-28
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PRELIMINARY DISCUSSIONS RESPECTING A TRADE AGREEMENT 

BETWEEN THE UNITED STATES AND HONDURAS 

611.1531/8a 

The Secretary of State to the Minister in Honduras (Lay) 

No. 592 WASHINGTON, July 20, 1934. 

Sir: With a view to improving the opportunities for trade between 
the United States and Honduras, consideration is being given to the 
possibility of concluding a mutually advantageous trade agreement 
between the two countries. Some seventy-five per cent of Honduran 
exports to the United States consist of bananas. In the proposed 
agreement, therefore, the United States might undertake that this 
product should continue to be admitted free of duty in return for re- 
ductions in duties by Honduras on important products of the United 
States. It is possible that in the course of exploratory conversations 
Honduras might wish to bring to the attention of the United States 
other products, in addition to bananas, on which concessions would be 
desired. Sympathetic consideration would be given to any such pro- 
posals, although it is believed that in view of the importance of ba- 
nanas in Honduran trade with the United States a guarantee of con- 
tinued free entry of this product would be equivalent in value to con- 
cessions by Honduras on the principal products imported from the 
United States. 

The trade agreement might also contain a provision for uncondi- 
tional and unrestricted most-favored-nation treatment, subject to the 
usual exception regarding Cuba, and other generally recognized ex- 
ceptions; provision against quantitative restrictions (quotas) on im- 
ports of products respecting which tariff concessions are granted by 
each party under the agreement; provision against increased internal 
taxes on such products; and national treatment with respect to inter- 

nal taxes on all products. 
Please communicate the above to the Government of Honduras and 

inform it that if it is prepared to begin exploratory conversations 
along the lines above indicated the Department will send you very 
shortly a statement regarding the concessions which would probably 
be requested by the United States. 

372
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You should make it clear that the intention of this Government 

is solely to explore the situation with a view to determining whether 
negotiations, if undertaken, would be likely to meet with success. 

It is desired that no publicity be given this matter for the time 
being. 

Very truly yours, For the Secretary of State: 
Francis B. Sayre 

611.1531/10 

The Minister in Honduras (Lay) to the Secretary of State 

No. 1172 Treucieatpa, August 10, 1934. 
[Received August 15. ] 

Sir: In accordance with the Department’s instruction No. 592, of 
July 20, 1934, the Legation has inquired, in a note to the Foreign Of- 
fice, whether the Honduran Government is prepared to begin explora- 
tory conversations as to the possibility of concluding a mutually ad- 
vantageous trade agreement between the two countries along the lines 
indicated in the Department’s instructions. 

The Foreign Minister, Doctor Bermtidez, is in the United States 
and will be away for possibly two months, but I have had a talk about 
this matter with Sefior Julio Lozano, the Honduran Finance Minister, 
who is more familiar with tariff and international trade matters than 
anyone in the Government. 

Sefior Lozano, while doubtful that a trade agreement between the 

two countries could be negotiated that would accomplish much toward 
increasing the market for United States products in this country, or 
that there are any other products in addition to bananas that would 
find a substantial market in the United States if granted concessions, 
is open to conviction, as he expressed it, and would recommend to his 
Government that it accept our suggestion that exploratory conversa- 
tions be commenced, with a view to determining whether negotiations, 
if undertaken, would be likely to meet with success. 

During our conversation Doctor Lozano pointed out that until Japan 
displaced us in the cotton goods market in Honduras, we enjoyed 
between 70% and 80% of the total Honduran import trade, and since 
we left the gold standard, we have supplied goods to this market that 
were formerly imported from Great Britain and Germany. He gave 
me to understand that Honduras would be unwilling to make any 
bilateral agreement that might cause restrictions of her valuable 
banana markets in such countries as Germany, which has a treaty with 
Honduras with provision for most-favored-nation treatment.' 

7 son signed March 4, 1926, Martens, Recueil des Traités, 3d series, vol. xxvI, 
p. 560.
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I have not mentioned the subject to Sefor Lozano or anyone else but 
from a cursory study of the different ramifications of the international 
trade, tariff and treaty situation here, I believe that we could recover 
our substantial American market in cotton goods in Honduras, which 
has been captured almost entirely by Japanese low-priced goods, by 
inducing Honduras to enact a bargaining maximum-minimum tariff 
law similar to the one recently passed by El Salvador,” more easily and 
more effectively than by the negotiation of a trade agreement. Japan 
is also underselling American exporters to a small extent in electrical 
goods in this market but the serious menace to our trade here is in cotton 
goods. From January to July, 1934, out of a total importation of 
cotton goods of 1913 bales, Japan supplied 1180, the United States 
499, and England 234. As yet figures for values are not available. 
Formerly the United States supplied over 80% of this trade but now 
the bulk of the orders are going to Japan. I understand that the new 
tariff of El Salvador has already started the recovery of our cotton 
goods market in that country. There seems to be no reason why a 
sumilar bargaining tariff here would not accomplish the same results. 

For the above reasons I beg to inquire whether the Department does 
not deem it advisable for me to inquire, before discussing the question 
of a trade agreement, whether the Honduran Government would con- 
sider the enactment of a bargaining tariff on the Salvador model. 
Such a tariff would not only benefit us but also Honduras. 
Honduras could probably increase her exports to the United States 

in the following articles which are dutiable: cocoanuts, Panama hats, 
copra and cocoanut lard, now shipped in small quantities, provided 
a preferential concession over other countries producing these articles 
Is granted. 

For a more comprehensive review of the new Salvador tariff act, the 
despatches from our Legation in that country should be consulted. 
The enclosed extracts from a letter * written by a traveling representa- 
tive of Bruner Pottsberg and Company, large exporters of cotton piece 
goods, 35 Worth Street, New York, to his firm in New York will give 
the Department an idea of the seriousness of Japanese competition to 
our cotton goods trade in this country. 

Respectfully yours, Juxius G. Lay 

611.1531/11 : Telegram CO 

The Minister in Honduras (Lay) to the Secretary of State 

Tercucieatpa, August 16, 1934—6 p. m. 
[Received 8:50 p. m.] 

65. Referring to my despatch No. 1172, August 10, 1934, Minister of 
Finance states that he desires some idea regarding concessions prob- 

? Decree No. 67, June 23, 1934, El Salvador, Diario Oficial, July 3, 1934, p. 1451. 
* Not printed.
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ably requested by United States before he can begin exploratory con- 
versations. I do not believe he will agree with belief expressed in 
instruction No. 592, July 20, first paragraph last sentence if equivalent 
means substantial preferential reduction in duties on principal prod- 
ucts imported from the United States. There are no other products in 
addition to bananas on which Honduras could obtain concessions. 
Value of Honduran bananas to Germany six times value of German 
exports to Honduras; England four times and to United States twice 
the value. 

Please reply by telegraph, as I am leaving end of August, whether 
the Department approves my stating to Minister of Finance, if he is 
definitely opposed to granting preferential reduced duties on our 
principal products, that we expect Honduras to accord us some other 
concession such as preferential treatment under a tariff law on the 
Salvador model, in return for a guarantee of continued free entry on 
bananas. | 

Lay 

611.1531/12: Telegram | 

The Minister in Honduras (Lay) to the Secretary of State 

Trcucicapa, August 17, 1934—5 p. m. 
[Received 8 p. m.] 

_ 66. My telegram No. 65 of August 16. Please mail by next pouch 
all data concerning preferential tariff concessions awarded by Brazil 
some years ago on several United States products,* why these conces- 
sions were withdrawn, and if reinstatement these or others being 
considered. Might use some of these data as background since United 
States purchases about same proportion total exports Honduran 
bananas as coffee from Brazil. 

Lay 

611.1531/11 : Telegram 

The Acting Secretary of State to the Minister in Honduras (Lay) 

Wasuineton, August 18, 1934—3 p. m. 

41. Your telegram 65, August 16, 6 p. m. Reductions in duties 
which the United States might agree to make in an agreement with 
Honduras would apply equally to all countries except Cuba, with 
which the United States has a special treaty relationship under which 
the percentage of preference accorded to Cuban products must be 
maintained. The United States would perceive no objection, there- 
fore, if concessions by Honduras to the United States should be gen- 
eralized to other countries. Such general reduction; would be con- 

* See Foreign Relations, 19238, vol. 1, pp. 458 ff,



376 FOREIGN RELATIONS, 1934, VOLUME V 

sonant with our policy, which is to seek an increase in the total volume 
of international trade, rather than the diversion of such trade. 

PHILLIPS 

611.1581/18 

The Minister in Honduras (Lay) to the Secretary of State 

No, 1184 | Trecucieatpa, August 24, 1934. 
[Received August 29. ] 

Sir: Referring to Department’s instruction No. 592° and _ sub- 
sequent correspondence I have the honor to enclose herewith copy and 
translation of a note dated August 22, 1934, from the Honduran For- 
eign Office,” expressing the hope that “at your convenience there will 
be transmitted for submission to study those concessions which your 

Government will request and, if in agreement, to begin conversations 
directed toward the termination proposed in your note referred to 
above.” 
When I saw Doctor Lozano, the Finance Minister, yesterday, he ex- 

pressed doubt that concessions to American products in the form of 
reduced duties would materially increase their sale here and stated 
that Honduras had reached for the present the limit of its purchasing 
power for foreign products. He seems inclined to favor securing 
from the next Congress authority for the Executive to impose a super- 
tax on products from countries that import only small amounts of or 
no Honduran bananas. I did not discuss this phase of the question 
with him but later the Department may deem it advisable to consider 
accepting concessions in this or some other form in lieu of reductions 
in duties on specific products or general reductions to all countries. 

This Legation believes that the market for Honduran products in 
the United States could be slightly increased by better marketing or- 
ganization but not by reduced duties. 

It should be borne in mind that any general concessions by Hon- 
duras on the products from all countries will not prevent Japan from 
displacing us in the valuable cotton goods market in this country, 
which has been worth to American manufacturers on the average dur- 
ing the past three years about $800,000 a year. I understand that 

Central America purchased before we were replaced by Japan about 
20% of our total of exports in cotton goods, and that Honduras im- 
ported as much and higher grades as any one of these republics. A 
copy of a report on this subject dated August 23, 1934, from the Vice 
Consul at Tegucigalpa, is enclosed herewith.?’ Any small increases 

°Dated July 20, p. 372. 
"Not printed.
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in our trade with Honduras that we might effect by a general reduc- 
tion in duties would not offset the loss now sustained by the competi- 
tion from Japan. 

I shall be in Washington on leave about the middle of next month 
and will be available to discuss this subject with a member of the 
“Committee on Foreign Trade Agreements” if so desired. 

Respectfully yours, Jutius G. Lay 

615.008/123 

The Minister in Honduras (Lay) to the Secretary of State 

No. 1189 Tecucicaupa, August 27, 1934. 
[Received September 5.] 

Sir: I have the honor to refer to despatch No. 107 of March 7, 1934, 
from the Consulate in this city, enclosing a copy and translation of 
Decree No. 84 of the Honduran Congress, passed on February 17, 
1934, and published on March 3, 1934, in which special municipal 
taxes were imposed upon certain articles of importation to Honduras. 

Although the provisions of the Decree applied to all countries, it 
was considered to be primarily aimed at Nicaragua and El Salvador, 
whose imports, particularly in cattle, cheese, lard, butter and rice, 
admitted without duty under the free trade treaties between Honduras 
and those countries were constituting a serious menace to the Hon- 
duran producers of these commodities. As was pointed out in the 
Consulate’s despatch, while the amounts were termed “municipal 
taxes” they were in reality import duties and were merely given 
another name for the purpose of evading the obligations of the free 
trade treaties. This was the view taken of the Decree by Nicaragua 
and Salvador, since both of these Governments immediately made 
strong protests to the Government of Honduras against the imposi- 
tion of these taxes upon imports from their respective countries. As 
a result of these representations the Council of Ministers finally sus- 
pended the provisions of the Decree with respect to importations from 
Nicaragua and Salvador, although they remained in effect concerning 
other countries. In view of the provision in the last paragraph in 
Article VII of the Treaty of Friendship, Commerce and Consular 
Rights with Honduras,’ it is felt that the action of the Council of 
Ministers, however detrimental its effect may be upon American trade, 
cannot be regarded as a contravention of this treaty. 

The Vice Consul at La Ceiba has reported to the Legation that local 
merchants in that city have been informed that they are required to 

* Not printed. 
° Signed December 7, 1927, Foreign Relations, 1927, vol. 1m, p. 101
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pay the taxes prescribed in Decree No. 84 on all importations of shoes 
(listed under “leather goods” and “sole leather’) as of March 8, 
1934, the date upon which the Decree entered into effect. The Vice 
Consul also pointed out that since importations in shoes have already 
been paid for to the American exporting houses and the shoes sold, 
the local merchants stand to lose a considerable amount by being 
obliged to pay this tax retroactively and in consequence future impor- 
tations of shoes from the United States will be adversely affected. 
In the despatch from the Consulate in this city referred to above it 
was also indicated that American trade might likewise be affected 
so far as lard and butter were concerned. 
_In an interview which I had yesterday with the President of the 
Chamber of Commerce of San Pedro Sula he pointed out that the 
above facts had the practical, if not legal, effect of imposing upon 
certain American imports to Honduras, so far as the North Coast 
was concerned, additional duties which were not shared by other 
countries. | 

It is felt therefore that in view of the Department’s instruction 
No. 592 of July 20, 1934, with respect to the possibility of concluding 
a mutually advantageous trade agreement with Honduras, the present 
application of Decree No. 84 would appear to possess particular sig- 
nificance and is in consequence brought to the attention of the Depart- 
ment for its consideration. 

Respectfully yours, JuLius G. Lay 

611.1531/12 

The Secretary of State to the Minister in Honduras (Lay) 

No. 614 Wasuineton, August 30, 1934. 

Sim: In reply to your telegram No. 66, of August 17, 1934, it is 
believed that the contents of the Department’s telegram No. 41 of 
August 18, 1934, explained the Department’s position in regard to 
the points raised in your inquiry. ‘The United States is not seeking 
preferential tariff treatment in the proposed negotiation of reciprocal 
trade agreements, but its policy is directed toward a general lowering 
of the barriers to international trade. The preferential tariff treat- 
ment previously accorded certain American exports by Brazil was 
discontinued about the beginning of 1923 as a result of the decision 
of the United States Government no longer to ask for such preferen- 
tial tariff treatment, except in the case of Cuba, with which the United 
States has a special treaty relationship. Such reductions in tariffs 
as may result from the reciprocal trade agreements now being con- 
sidered might therefore, without objection by the United States, be 
generalized to apply to other countries. In seeking tariff concessions
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from Honduras, or any other nation, the United States would, of 
course, be primarily interested in commodities of which the United 
States is an important source of supply. 

Very truly yours, For the Secretary of State: 
SuMNER WELLES 

611.1531/13a : Telegram 

The Acting Secretary of State to the Minister in Honduras (Lay) 

WasHIneTon, August 30, 1934—7 p. m. 

43. Department’s telegram 41, August 18,3 p.m. Please inquire 
of the Honduran Government whether it is prepared to initiate ex- 
ploratory conversations at an early date. Since this Government 
is planning to give public notice shortly of the intention to negotiate 
agreements with other Central American countries it seems appro- 
priate to inquire as a matter of courtesy whether the Honduran 
Government desires a similar announcement to be made with respect 
to that country. . 

PHILLIPS 

611.1531/14: Telegram 

The Minister in Honduras (Lay) to the Secretary of State — 

Trcucieatpa, August 31, 1934—5 p. m. 
[Received 9 p. m.] 

70. Department’s telegram No. 43 of August 30, 7 p.m. Acting 
Minister of Foreign Affairs and Finance Minister told me today 
that Honduran Government is prepared to commence exploratory 
conversations here at an early date. ‘They desire more specific state- 
ment regarding the concessions which would probably be requested 
by United States than mentioned in Department’s telegram No. 41 
of August 18, 3 p. m. They desire similar public announcement 
given with respect to Honduras as the one given of intention to 
negotiate agreements with other Central American countries. 

Lay 

611.1581/17 

The Minister in Honduras (Lay) to the Secretary of State 

No. 1204 TEGUCIGALPA, September 7, 1934. 
[ Received September 12. ] 

Sir: Referring to my telegram No. 70, of August 31, 4:30 [5?] 
P. M., regarding the forthcoming exploratory discussions here regard- 
ing the proposed trade agreement between the United States and Hon- 
duras, I have the honor to make the following observations for the 
consideration of the Department.
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The Honduran Minister of Finance, who will conduct these con- 
versations on behalf of this Government, will probably be unwilling 
to grant us tariff reductions on many of the principal United States 
products exported to Honduras, since such a wide range of reductions 
would substantially reduce the revenue from customs upon which the 
maintenance of the Government of the country is largely dependent 
and which cannot be replaced with other taxes. Any slight advantage 
that might be gained by an increase in exports of a few Honduran 
products to the United States created by lower United States duties 
would not compensate Honduras indirectly for this loss in customs 
revenue. There may bea few products, however, imported mostly from 
the United States, now subject to prohibitive duties, the importation 
of which in larger quantities would increase the revenue without affect- 
ing the sale of similar local manufactures, that might form bases for 
conversations. The American Consulate at Tegucigalpa is making an 
effort to ascertain what products would meet these conditions and re- 
port them to the Department. 

Another concession that we might request is the abrogation of a law 
which at present levies municipal taxes on certain products but amounts 
in effect to an additional import duty on important American products, 
as explained in the Legation’s despatch No. 1189 of August 27, 1934. 
We could furthermore request that assurances be given that during 

the term of the agreement neither these municipal taxes nor any other 
internal taxes would be levied on products imported from the United 
States. 

In addition to the above Honduras might not object to giving us as- 
surances that it would continue to impose no restrictions on importa- 
tions of our products through exchange control. 

Respectfully yours, Junius G. Lay 

611.1531/17a : Telegram 

The Acting Secretary of State to the Minister in Honduras (Lay) 

WasHINGTON, September 10, 1934—8 p. m. 

46. Public notice of intention to negotiate a foreign trade agreement 
with Honduras was given September 7.° Please inform Minister for 
Foreign Affairs. 

PHILLIPS 

For text of public notice and statistics on trade between the United States 
and Honduras, issued by the Department of State on September 7, 1934, see 
Department of State, Press Releases, September 8, 1934, pp. 173-176.
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611.1531/16 

The Secretary of State to the Minister in Honduras (Lay) 

No. 627 WASHINGTON, September 29, 1934. 

Sir: Reference is made to your despatch No. 1189 of August 27, 1934, 
and to despatch No. 107 of March 7, 1934, from the American Vice 
Consul at Tegucigalpa™ in regard to certain so-called “municipal” 
taxes in Honduras against which the Governments of El Salvador 
and Nicaragua protested on the ground that they were in effect import 
duties and as such were contrary to the provisions of existing free 
trade treaties between Honduras and the Republics of El Salvador 
and Nicaragua. 

In this regard, the Department concurs in your view that the action 
of the Honduran Government in yielding to the protests of the Gov- 
ernments of El Salvador and Nicaragua and suspending the appli- 
cation of these “municipal” taxes to importations from those countries 
while permitting them to remain in effect for importations from 
elsewhere would not appear to contravene the 1927 Treaty of Friend- 
ship, Commerce and Consular Rights between the United States and 
Honduras. Under Article VII of that Treaty, although American 
imports into Honduras are generally accorded most-favored-nation 
treatment, an exception is made in favor of imports into Honduras 
from other countries of Central America and from Panama. Accord- 
ingly, unless exemption from payment of these “municipal” taxes is 
accorded importations from a country other than the Republics of 
Central America and Panama, there would not appear to exist any 
motive for protest by this Government. 

However, in order that the Department may determine conclusively 
whether or not grounds exist for a claim of exemption from these 
taxes, you are directed to ascertain and report whether there are 
any treaties in force between Honduras and foreign countries other 
than the Central American States and Panama which contain an un- 
conditional most-favored-nation clause or which are sufficiently broad 
in their terms to assure to the merchandise from those countries the 
same treatment accorded merchandise from Nicaragua and El Salva- 
dor. If any such treaties are found to exist, you are requested to 
forward copies and translations to the Department. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

Latter despatch not printed.
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611.1531/21 : Telegram 

The Chargé in Honduras (Gibson) to the Secretary of State 

TraucieaLpa, September 29, 1934—1 p. m. 
: [Received 5:20 p. m.] 

77. Reference Department’s circular telegram No. 58, September 
28,6p.m.” Foreign Office informed the Legation that proposed trade 
agreement would require ratification by Legislature, which meets on 
January Ist, 1935, and is in session usually 4 months. 

GIBSON 

[See also extract from instruction No. 120, December 21, 1934, 
to the Minister in Costa Rica, printed on page 92. | 

EMBARGO ON THE SHIPMENT OF ARMS AND MUNITIONS TO HON- 

DURAS CONTINUED AT THE REQUEST OF THE HONDURAN GOVERN- 
MENT 

815.113/492 

The Secretary of State to the Minister in Honduras (Lay) 

No. 576 WASHINGTON, June 6, 1934. 

Sir: The Department is contemplating recommending that the 
embargo on the export of arms and munitions of war from the United 
States to Honduras * be lifted, provided such action would not be 
displeasing to President Carias or be likely to prejudice his Govern- 
ment. For your information the Department has informed the Lega- 
tion at Managua that it is prepared to take similar action in the case of 
Nicaragua." 

If you see no objection, therefore, you are authorized to inform 
President Carias that the United States Government, in view of the 
circumstance that Honduras is tranquil and the conditions which 
gave rise to the embargo have ceased to exist, 1s contemplating lifting 
the embargo on shipments of arms and munitions of war to Honduras. 
You may express to President Carias the hope that the removal of the 
embargo will be agreeable to him. 

The Department will await your reply before taking further action 
in this case. 

Very truly yours, For the Secretary of State: 
| SUMNER WELLES 

” Post, p. 520. 
* See Foreign Relations, 1924, vol. m1, pp. 321 ff. 

4 See pp. 559 ff.
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815.113/494 

The Minister in Honduras (Lay) to the Secretary of State 

No. 1139 TEGUCIGALPA, July 5, 1934. 
[Received July 11.] 

Sir: Referring to the Department’s instruction No. 576 of June 6, 
1984, stating that the Department contemplates recommending that 
the embargo on the export of arms and munitions of war from the 
United States to Honduras be lifted and authorizing me to so inform 
President Carias and to express the hope that the removal of the 
embargo would be agreeable to him, I have the honor to quote a part of 
a note received from the Foreign Office on the subject under date of 
June 30, 19384, which expresses the official view of the Honduran Gov- 

ernment and is as follows: 

“Tn reply, I have the honor to inform Your Excellency that my Gov- 
ernment, except for (fuera de) munitions and long range arms (per- 
trechos y armas de largo alcance), has no objection to make to the lift- 
ing of the embargo on arms and munitions for this Republic; and that 
it, therefore, desires the continuance (desea continue) of the restriction 
on long range arms (rifles) and their ammunition.” 

Respectfully yours, Juttius G. Lay 

815.118/494 

The Secretary of State to the Minister in Honduras (Lay) 

No. 598 WasHINGTON, July 30, 1934. 
Str: The Department has received your despatch No. 1189 of July 5, 

1934, reporting the desire of the Government of Honduras that the 
present embargo on the export of arms and munitions of war from the 
United States to Honduras remain in effect as concerns rifles and 
ammunition therefor. 

In the light of the information contained in your despatch, this 
Government will continue the embargo as at present, except that 
licenses for the exportation of arms and munitions will be issued in 
the future only after the Department has been informed by the Hon- 
duran Legation in Washington that the prospective shipment has the 
approval of the Honduran Government. This practice will be fol- 
lowed regardless of whether the consignee in Honduras is the Govern- 
ment, an agency of the Government, a firm, or an individual; and it 
will apply to arms and munitions of all classes, including arms and 
their ammunition ordinarily used for sporting purposes. 

Thus, in the case of each shipment of arms and munitions, the De- 
partment will require, not only that an application for an export
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license be made by the shipper as heretofore, but also that the Hon- 
duran Legation in Washington advise the Department that the ship- 
ment has the approval of the Honduran Government, it being under- 
stood that in no case will the Department of State take the initiative 
in seeking such an expression of approval from the Honduran Lega- 
tion. The question of bringing about such notification to the 
Department through the Honduran Legation is a matter with regard 
to which the initiative and responsibility will lie with the Honduran 
Government and the potential shipper or consignee. 

With reference to dynamite, blasting powder, and like materials, 
intended for industrial use, the Department will continue to issue 
licenses in its own discretion. 

You will please inform the Honduran Government of the foregoing 
and notify the Department as soon as acknowledgment of your com- 
munication is made. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

815.118/497 

The Minister in Honduras (Lay) to the Secretary of State 

No. 1183 Treucieatpa, August 24, 1984. 
[Received August 29. ] 

Sir: I have the honor to acknowledge the receipt of the Depart- 
ment’s instruction of July 30, 1934 (File No. 815.1138/494), relative 
to the embargo on the exportation of arms and munitions of war from 
the United States to Honduras, the complete text of which was trans- 
mitted almost verbatim to the Foreign Office by the Legation, in a 
note of August 6, 1934. 

There has now been received an acknowledgment from the Foreign 
Office dated August 22, 1934, in which the statements made in the 
Department’s instruction and transmitted by the Legation concerning 
the future policy of the United States Government with respect to the 
embargo are reviewed and it is declared that the Honduran Govern- 
ment has noted these statements and that the Foreign Office extends 
its thanks in the matter. 

Respectfully yours, JuLius G. Lay



MEXICO 

PRELIMINARY DISCUSSIONS REGARDING POSSIBLE NEGOTIATION 

OF A TRADE AGREEMENT BETWEEN THE UNITED STATES AND 

MEXICO 

611.1231/88 : Telegram 

The Ambassador in Mewico (Daniels) to the Secretary of State 

Mexico, January 25, 1934—5 p. m. 
[Received 7:55 p. m.] 

8. When I called on Minister Puig today he asked whether the 
Department wished the negotiations relating to tariff reciprocity 
agreements to be completed here or at Washington, and the time of 
such conversations. Please furnish information. He hopes within 
a week to enter into full discussion of the claims.? He has directed 
his assistants, lately returned from Montevideo, and his legal staff to 
make a study of the suggested protocol and all phases of the general 

and special claims. 
DaNnIELs 

611.1231/88 : Telegram OO 

The Secretary of State to the Ambassador in Mexico (Daniels) 

WASHINGTON, January 26, 1934—6 p. m. 

10. Your No. 3, January 25,5 p.m. Studies relating to agreement 
with Mexico have been going on here for some time and are nearing 
completion. I hope to be able to inform you shortly when this Gov- 
ernment will be able to proceed with the discussions with the repre- 
sentatives of Mexico. If agreeable to the Mexican authorities it is 
desired that the discussions take place in Washington. 

Hout 

611.1231/90 CO 

The Ambassador in Mexico (Daniels) to the Secretary of State 

No. 1046 Mexico, January 29, 1934. 
[Received February 5.] 

Sir: With reference to the Department’s telegram No. 10 of Jan- 
uary 26, 1984, concerning the negotiations for a reciprocal tariff agree- 

* José M. Puig Casauranc, Mexican Minister for Foreign Affairs. 
7 See pp. 398 ff. 

385
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ment between the United States and Mexico, wherein was expressed 
the desirability of having the discussions relating to such agreement 
take place in Washington, I have the honor to enclose herewith the 
copy of an informal note in the premises which I addressed to the 
Minister for Foreign Affairs on January 27, 1934,° and the copy, to- 
gether with its translation, of an informal note in reply which Doctor 
Puig addressed to me today.’ From the latter, the Department will 
note that the Mexican Government is most favorably inclined to pur- 
suing the discussions in Washington, and that the Mexican Embassy 
at Washington will be prepared in the near future to initiate these 
discussions at a time convenient for the Government of the United 
States. 

Respectfully yours, JOSEPHUS DANIELS 

611.1231/110: Telegram 

The Chargé in Mexico (Norweb) to the Secretary of State 

Mexico, June 7, 1934—4 p. m. 
[Received 6:55 p. m.] 

81. Minister of Foreign Affairs advised me this morning that the 
Mexican Embassy in Washington is fully prepared to discuss imme- 
diately details of a reciprocal tariff agreement and that he hoped the 
Department would initiate negotiations at an early date. 

: Norwes 

611.1231/110: Telegram 

The Secretary of State to the Chargé in Mexico (Norweb) 

WASHINGTON, June 12, 1934—8 p. m. 

95. Your 81, June 7, 1934. Advise Foreign Minister informally 
that organization for carrying out program of trade agreement nego- 
tiations under the recently enacted enabling legislation has not yet 
been developed and no decision has been reached with respect to the 
order in which discussions with various governments will be initiated. 
Also express my appreciation of his government’s desire that discus- 
sions be begun and say the matter will be given careful consideration. 

Ho 

611.1281/116 

The Chargé in Mexico (Norweb) to the Secretary of State 

No. 1507 Mexico, June 15, 1934. 
[Received June 19.] 

: Sim: In compliance with the Department’s telegram No. 95 of June 
12, 8 p. m., 1934, concerning the proposed negotiations for a reciprocal 

* Not printed.
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tariff agreement between the United States and Mexico, I have the 
honor to inform the Department that I addressed an informal letter 
to Doctor José Manuel Puig Casauranc, the Minister for Foreign 
Affairs, transmitting the information contained in the telegram under 

reference. 
Doctor Puig has informed me verbally that he appreciated exceed- 

ingly the message on this subject from the Secretary of State and 
that he had instructed the Mexican Ambassador at Washington, 
Licenciado Fernando Gonz4lez Roa, not to take any initiative in this 

matter with the Department of State but to await the action of the 
latter. Doctor Puig stated that Licenciado Gonzalez Roa was fully 
informed on this subject and prepared to take it up at any time and 
that he (Doctor Puig) hoped that it would be possible to begin these 
negotiations in the near future, in view of their importance to Mexico. 

Respectfully yours, R. Henry Norwes 

611.1231/133 

The Ambassador in Mewico (Daniels) to the Secretary of State 

No. 1729 Mexico, August 31, 1934. 
[Received September 5. ] 

Sir: With reference to my despatch number 1679 of August 10, 1934,* 
in which I reported a conversation with the Minister for Foreign 
Affairs regarding the pressure that is being brought to bear on the 
President and on the Foreign Office for the conclusion of a reciprocal 
tariff agreement on winter vegetables, I have the honor to report that 
the recent signing of the reciprocal tariff agreement between the United 

. States and Cuba ® has, according to Doctor Puig, precipitated further 
pressure on the Government from the interests in the northwestern 
part of the Republic. 

Doctor Puig told me yesterday that the growers of tomatoes and 
winter vegetables in that section of Mexico were writing to the Foreign 
Office urging that the matter of reciprocity between Mexico and the 
United States be pressed, so that the Mexican growers could receive the 
same treatment for their products, which would be on the market next 
winter, as has been accorded to Cuba. I judged, more from the way 
he talked than from his words, that the growers in the northwestern 
part of Mexico were pressing his Ministry for action. 

Respectfully yours, JosEPHUS DANIELS 

* Not printed. 
* For text of agreement, see p. 169. 

789736—62———29
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611.1281/135 

Memorandum by the Assistant Chief of the Division of Meancan 
Affairs (Tanis) 

[Wasurtneron,| August 31, 1934. 

Dr. Campos-Ortiz, Counselor of the Mexico Embassy, called at the 
Division this morning and inquired whether I had any information 
for him regarding the probable date for beginning reciprocal trade 
negotiations with Mexico. I told him that I was still awaiting word 
on the subject. 

He then referred to the concessions granted Cuba by this Govern- 
ment in the matter of certain vegetables and asked whether in the event 
that negotiations for a trade agreement with Mexico can not be 
initiated before December or January next, it would be possible to 
negotiate a modus vivendi covering Mexican green vegetables from 
Sonora and Sinaloa to be in effect pending the completion of an agree- 
ment at a later date. His idea seemed to be that this Government 
raight be willing to agree to a modus vivendi of this character which 
would enable Mexican vegetable growers to enter our market on a 
favorable basis comparable with those of Cuba. He stated that his 
inquiry was entirely on his own initiative and that he wished to obtain 
information on the subject merely to enable the Embassy to reply to 
any inquiries which it may receive from the Mexican Foreign Office. 
This being the case he stated that he was unable to go into the matter 
in any further detail. I told him that I would advise him later. 

R. C. Tans 

611.1231/136 

Memorandum by the Assistant Chief of the Division of Mexican 
Affairs (Tanis) 

[ WasHineTon,] September 5, 1934. 

Dr. Campos-Ortiz, Counselor of the Mexican Embassy, called on me 

this morning in regard to his recent inquiry concerning the time of 
negotiation of a reciprocal trade agreement between the United States 
and Mexico. I told him that according to the present schedule for 
negotiations, Mexico will probably be reached towards the end of the 
coming winter, although it is not absolutely certain that this will be so. 
I added that since the Department desires to meet the apparent desire 

of Mexico that negotiations begin as soon as practicable it will be 

pleased to take up the matter with Mexico sooner, if possible. 

Dr. Campos-Ortiz then asked whether I had any word for him re- 

specting the modus vivendi. I advised him that upon the receipt from 

him of a personal or other unofficial communication containing data
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of the character above outlined, the matter would be given further 
attention. Respecting the suggestion that we would be more likely 
to be interested in the proposal were Mexico to offer concessions on 
certain of our important agricultural products, Dr. Campos-Ortiz 
asked whether I could mention some such products. In reply I sug- 
gested, as examples, that an offer of concession on lard, ham and canned 
milk would perhaps be appropriate. I then told him that even in the 
negotiation of a modus vivendi it would be necessary to have hearings 
as provided in the Tariff Bargaining Act,’ and that consequently it 
would not be probable that a modus vivendi could be signed before 
about December 15, should it be decided to follow that course. Finally 
I told him that in view of the pressure of work resulting from other 
projected negotiations no assurance could be given that we would be 
in a position to proceed with the modus vivendi even though it were 
considered desirable as a matter of policy. 

Dr. Campos-Ortiz pointed out that a new administration will take 
office in Mexico on December 1, 1934, and that it would be extremely 
desirable that the modus vivendi, if negotiated, be signed before the 
new administration assumes office. He then stated that the Embassy 
would report to the Mexican Foreign Office and that pending a reply, 
he would be unable to say what would be done in the matter. 

R. C. T[anis] 

611.1281/141 | 
Memorandum by the Chief of the Division of Mewican Affairs (Reed) 

of a Conversation With the Mexican Ambassador (Gonadlez Loa) 
and the Counselor of the Mexican Embassy (Campos-Ortiz), Sep- 
tember 11, 1934 

[WasHiNeTon, undated. | 
The Ambassador stated that he wished to eliminate any possibility 

of a misunderstanding as the result of certain recent informal con- 
versations between Dr. Campos-Ortiz and Mr. Tanis concerning the 
initiation of negotiations looking to a trade agreement between the 
United States and Mexico. 

He referred to advices which he had received from his Government 
to the effect that the Mexican Minister for Foreign Affairs had ad- 
dressed to Ambassador Daniels a communication containing propo- 
sals for a modus vivendi to establish reciprocal most favored nation 
treatment for the products of both countries pending the conclusion 
of a formal trade convention. He said he understood that these pro- 
posals had been made to Ambassador Daniels on September 6 and that 
he wished the Department to know he realized that they must neces- 

* Act approved June 12, 1984; 48 Stat. 943.
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sarily take precedence over any informal suggestions that might have 
been made by anyone attached to his Embassy. There could not, in 
his opinion, be two separate sets of conversations on the subject, one 
conducted by his Embassy with the Department, and the other carried 
on by his Foreign Office through the American Embassy in Mexico 
City. He desired therefore to have it on record that for the present 
he would confine his interposition to requesting that he be advised 
as soon as his Government’s proposals had been received by the De- 
partment from the Embassy in Mexico City and, if possible and con- 
venient, that he be kept informed of any developments resulting from 
the Department’s consideration of them. 

Mr. Reed replied that as soon as the Mexican Government’s com- 
munication was received he would be glad so to advise the Ambassador 
and that the latter could rest assured that the proposals it might con- 
tain would receive the Department’s most careful and attentive con- 
sideration. 

Epwarp L. Rreep 

611.123 Vegetables/51 

The Ambassador in Mexico (Daniels) to the Secretary of State 

No. 1771 Mexico, September 11, 1934. 

[Received September 15.] 
Sir: I have the honor to refer to the Embassy’s despatch No. 1729 

of August 31, 1934, and to previous correspondence concerning a. re- 
ciprocal tariff agreement between the United States and Mexico with 
respect to winter vegetables grown on the West Coast of Mexico and 
to transmit herewith a copy and translation of a letter dated Septem- 
ber 7, 1934,’ from the Minister for Foreign Affairs, Doctor José 
Manuel Puig Casauranc, together with a copy and translation of his 
note No. 575 of September 6, 1934, enclosed therewith, transcribing a 
draft of a modus vivendi covering this subject, which he proposes con- 
cluding by means of an exchange of notes between the two countries. 

[Here follow summaries of the notes attached. | 
Mexico now has most favored nation agreements with the Govern- 

ments of Japan,* Italy, Ecuador’ and Santo Domingo." It is my 

"Not printed. 
* Treaty signed October 8, 1924, League of Nations Treaty Series, vol. XXXVI, 

» Notes exchanged July 31, 1934, Mexico, Tratados y Convenciones Vigentes 
entre los Estados Unidos Mezicanos y Otros Paises, 1930-1938, vol. v1, p. 151. 

* Treaty signed July 10, 1888, British and Foreign State Papers, vol. Lxxtx, 
p. 144; modified by convention signed May 4, 1934, Tratados y Convenciones, 

v5 Monty signed March 29, 1890, British and Foreign State Papers, vol. Lxxxtt, 
p. 689 ; modified by notes exchanged February 15, 1934, and May 5, 1934, Tratados 
y Convenciones, vol. v1, p. 61.
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understanding that the Government of the United States has most 
favored nation agreements with many more countries than these four. 
Due to the imports which Mexico receives from these four countries, 
it would appear that under the proposed modus vivendi the United 
States would not gain anything but recognition of the most favored 
nation clause and a promise of a permanent treaty, while on the other 
hand Mexico would not only gain the reduced tariff granted to Cuba 
on imports into the United States of winter vegetables, but also might 
very possibly receive other tangible advantages not only through the 
recent agreement made with Cuba by the United States but also due 
to our most favored nation agreements now in force between the 
United States and other countries, this, too, without giving to the 
United States a substantial guid pro quo. Doctor Puig mentions that 
he has followed the wording of the modus vivendi entered into with 
Italy. The situation which existed between Italy and Mexico does 
not seem to be analogous to that which exists between the United 

States and Mexico. 
As has been reported in the past, Doctor Puig has stated to me 

that he has been under considerable pressure from the growers on 
the West Coast of Mexico to obtain some reduction on the United 
States tariff on their products. As the Department knows, he has 
been endeavoring to have the Department begin negotiations for a 
reciprocal tariff agreement. Now that there does not appear to be 
any chance of this being done until the end of the winter, he has 
proposed a modus vivendi which can be entered into by an exchange 
of notes which will redound to Mexico’s advantage in the question 
of winter vegetables and which would, therefore, satisfy the demands 
of the growers on the West Coast. 

As of possible interest to the Department, the following is the 
approximate value of the importations into the United States from 
Mexico of tomatoes and of the total of all winter vegetables for the 
last three seasons: 

Total of all Winter 
Seasons Tomatoes Vegetables 

1931-1932 $6, 273, 400. $8, 891, 700. 
1932-19338 2, 188, 200. 4, 555, 800. 
19338-1934 1, 171, 800. 1, 807, 100. 

Yesterday afternoon, September 10th, when I called at the Foreign 
Office and discussed this matter with Doctor Puig, he said that the 
growers of Yucatan have been making appeals to the Minister of 
Hacienda to secure the same treatment for sisal grown in that part 
of this country as their competitors in Cuba receive under the new 
reciprocity treaty with Cuba. ‘They were quite as insistent as the 
people of Northwestern Mexico are as to prompt action to give
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markets for tomatoes and early vegetables, and as the cattle raisers 
in Northern Mexico for a reduction of the tariff on cattle weighing 
less than 700 pounds. 

In a despatch, dated September 4, 1934, to the State Department,” 
the American Consul at Guaymas quoted Governor Calles of Sonora 
as saying that he believed there ought to be no difficulty in finding 
commodities for reciprocal agreements, mentioning specifically that 
the State of Sonora was concerned particularly with winter vege- 
tables and cattle. The Governor says that tomatoes are produced for 
export from the Yaqui Valley in January and even as early as Decem- 
ber, and adds: “They would not be in serious competition with 
growers of that vegetable in the United States”. He says that the 
same is true of green peas. He argued that it would be mutually 
advantageous if the United States would abolish the duty on cattle 
under 700 pounds, or at least make some concessions. If Secretary 
Sayre has not had this letter from the Consul at Guaymas brought 
to his attention, [ commend it to his consideration. 

In my conversation yesterday with Dr. Puig I asked him what 
Mexico would be ready to offer to the United States in return for the 
request for reciprocal duties on tomatoes, sisal, etc. He said they 
would grant reductions on iron pipe, eighty-five per cent of which 
comes to Mexico from the United States, and on lard and its products. 
I asked: “How about automobiles?” He thought something might 
be done for automobiles in the agreement, and would speak to the 

Minister of Hacienda about that. I called to his attention a conver- 
sation I had, upon the occasion of my trip to Ciudad Juarez and El 
Paso, with the Mexican Collector of Customs at Ciudad Juarez. The 
Collector said that Mexico could well afford to abolish the tariff on 
automobiles, so that many more Mexicans could buy them from the 
United States, adding: “The Mexican Government would derive more 
revenue from the larger purchases of gasoline by the increased owners 
of cars than is now derived from the automobile tax”. In order to 
secure the proposed modus vivendi at an early date, Doctor Puig said 
the Mexican Government would naturally be willing to meet the United 
States upon equal terms in the tariff reductions. It was clear that 
Doctor Puig, due to pressure from the growers of the West Coast of 
Mexico, and also perhaps due to pressure from other sources, is doing 
his utmost to have negotiations opened at the earliest possible moment, 
to the end that winter vegetables grown in Mexico can secure markets 
in the United States in December of this year and January of 1935. 
If the negotiations are delayed, the growers of Mexico will feel that 
their competitors in Cuba have an advantage which is denied them. 
An early agreement would greatly gratify the Mexican Government 

* Not printed. :
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and the growers. They feel that if there is to be a reciprocity treaty 
between this country and Mexico it should take effect by December. 
Undoubtedly they would be willing to make more concessions now 
than if negotiations are postponed and the barter deferred until after 
the winter vegetable season has passed. 

Respectfully yours, JosEPHUS DANIELS 

[Enclosure—Translation *] 

The Mexican Minister for Foreign Affairs (Puig) to the American 
Ambassador (Daniels) 

No. 575 Mexico, September 6, 1934. 

Mr. Ampassapor: Through our Embassy in Washington we have 
learned that the Department of State of the United States has advised 
that in accordance with the program in relation to trade agreements 
which the American Administration has outlined for itself, the nego- 
tiations for a trade agreement with Mexico could begin about the end. 
of the coming winter. , 

In view of the above and in order to secure a procedure that will 
permit the exportation of our fresh vegetables during the coming 
winter, under conditions similar to those adopted for Cuba, our Em- 
bassy approached the Department of State with respect to the possi- 
bility of concluding a provisional modus vivendi to cover the exports 
of such products and which would remain in force until the conclusion 
of the principal convention. 

Our Ambassador advises us that information that he has obtained 
from the Department in question appears to him to indicate that the 
Government of the United States would be disposed to consider the 
possibility of a modus vivendi, and that the question would resolve 
itself as soon as we submitted, even though informally, the respective 
proposal (consulta respectiva), since the suggestion made by Ambas- 
sador Gonzalez Roa did not appear as yet to be based upon specific 
instructions from this Ministry. 

Wishing to hasten the conclusion of the modus vivendi referred to 
above, I have the honor to present to Your Excellency the formal 
request of Mexico for the establishment of that modus vivendi by 
means of an exchange of notes between that Embassy and this Ministry, 
and I am taking the liberty of suggesting, for the consideration of the 
Department of State, the following wording, similar in sense to 
that of the notes exchanged with the Government of Italy for the 
establishment of a similar modus vivendi, with the sole exclusion from 
the document now proposed of the paragraph which in the case of 

% Kile translation revised by the editors.
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Italy excepts from most-favored-nation treatment the system of cus- 
toms duties and customs formalities in general in so far as facilities 
now accorded or which may be accorded by either of the parties 
(Mexico and Italy) to contiguous States in order to facilitate frontier 
traffic, as well as those deriving from a customs union, are concerned : 

“With a view to favoring and developing the economic relations 
between our two countries, I have the honor to inform Your Excellency, 
duly authorized by my Government, that in consideration of the cir- 
cumstance that at the present time there does not exist between Mexico 
and the United States a Treaty of Commerce and Navigation, which 
Treaty the two parties bind themselves to conclude as soon as possible, 
the Mexican Government is in agreement with the American Govern- 
ment in the sense that each of the two countries shall concede most- 
favored-nation treatment to the vessels and the raw or manufactured 
products of the other. 

“This agreement, effective for one year, shall become operative after 
one month from the date of the present note and may be extended 
by tacit renewal. 

“In the event of tacit renewal, this agreement may be denounced 
at any time by either of the contracting parties, with three months’ 
advance notice.” 

Of course, any editing of the modus vivendi that would lead to the 
end sought by my Government would be acceptable to us, and in order 
to save time it could be discussed, if so desired, with our Embassy in 
Washington which now has instructions for this purpose. 

I avail myself [etc. ] Puic 

611.1231/139 

The Ambassador in Mexico (Daniels) to the Secretary of State 

No. 1778 Mexico, September 18, 1934. 
[ Received September 17. | 

Sir: I have the honor to refer to the Embassy’s airmail despatch 
number 1771 of September 11, 1934, with which was transmitted a 
copy and translation of a note from the Foreign Office, number 575 
of September 6th, transcribing a draft of a modus vivendi under which 
would be established most-favored-nation treatment between the 
United States and Mexico; and, with particular regard to the para- 
graph beginning at the bottom of page 5 and continuing on page 6 
of this despatch,“ in which the Minister for Foreign Affairs, Doctor 
José M. Puig Casauranc, is quoted as saying that the Mexican Govern- 
ment would be ready to grant reductions in the tariff on importation 
into Mexico from the United States of iron pipe and of lard and its 

“i. e., the last paragraph of the despatch under reference.
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products,—I now have the honor to report that Doctor Puig has just 
informed the Embassy orally that the Mexican Government is ready, 
in connection with the signing of this modus vivend?, to grant tariff 
reductions on iron pipe, lard and its products, and automobiles. He 
stated that he was not yet informed as to the exact percentage of 
reduction which the Mexican Government would be ready to grant on 
these products. 

Respectfully yours, JOSEPHUS DANIELS 

611.123 Vegetables/54 : Telegram 

The Secretary of State to the Ambassador in Mewico (Daniels) 

WasHIneTon, September 29, 1934—3 p. m. 

144. Your despatch No. 1771, September 11. Import duty on Cuban 

tomatoes is established by agreement with that country at one and 
eight-tenths cents per pound during months of December, January 
and February and it is further provided in the agreement that the tariff 
rate accorded Cuba shall be at least twenty per cent. lower than that 
applying to tomatoes from any other country. Consequently the mini- 
mum rate that could be accorded Mexican tomatoes would under exist- 
ing conditions be two and one-quarter cents per pound for the same 
months unless a further reduction is granted Cuba which probably 
is impossible at this time. 

Reductions are granted Cuba on lima beans, cucumbers, okra, and 
eggplant but it is not believed Mexico is particularly interested in 
these. No reduction has been granted Cuba on peas. 

Please bring foregoing to the attention of Foreign Office and state 
that before giving further consideration to the matter of entering into 
negotiation of a limited tariff agreement with Mexico as proposed by 
the Foreign Minister the Department desires to be informed whether 
the Mexican Government understands the situation with respect to 

Cuba and is sufficiently interested in the above mentioned maximum 
possible reduction on tomatoes to proceed with discussions. 

It should be made clear to the Mexican authorities that provisions 
of agreement with Cuba prevent extending to any other country rates 
of duty as low as those applicable to Cuban products and that no agree- 
ment with Mexico could be made by this Government except in full 
compliance with the procedural and substantive provisions of the 
Trade Agreements Act of 1934. 

Report by telegraph. 

: How.
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611.123 Vegetables /60 

The Assistant Secretary of State (Sayre) to the Ambassador in Mexico 
(Daniels) 

Wasuineton, October 2, 1984. 

My Dear Mr. Daniets: Thank you for your letter of September 
eighteenth » with regard to the possibility of making a provisional 
arrangement with Mexico prior to the coming into force of a definitive _ 
trade agreement, so as to make possible the shipment by Mexico of 
vegetables this coming winter. 

Before receiving your letter, I had been studying the two despatches 
which you mention,® and our Trade Agreements Section is giving 
serious consideration to the suggestion contained in the despatches. 
I have been somewhat concerned, however, lest there be a misunder- 
standing on the part of the Mexican Government. The terms of our 
Cuban Trade Agreement are such that we could not give to a third 
country the same rates that we have given to Cuba on certain Cuban 
products, Cuba being especially exempt from our most-favored-nation 
obligations. I sent a telegram to you last week? explaining this 
situation. 

If Mexico is interested in such a reduction as we can make on toma- 
toes and fresh vegetables, however, and will grant us concessions in 
return which are substantial ones to make possible our exportation 
into Mexico of increased agricultural products, such as lard, I feel 
that we should give the Mexican proposal the most serious considera- 
tion; and, in the event that such an agreement seems desirable, I think 
it might be possible to push the arrangement through before the mak- 
ing of a more definitive trade agreement in time to take care of the 
vegetable trade during the coming winter. 

I hope all goes well with you and Mrs. Daniels. It is always a 
delight to hear from you. 
With warmest wishes [etc. | Francis B. Sayre 

611.123 Vegetables/58 

The Ambassador in Mexico (Daniels) to the Secretary of State 

No. 1823 Mexico, October 2, 1934. 
[ Received October 8. ] 

Sir: I have the honor to refer to the Department’s telegram No. 144 
of September 29, 1934, 3 p. m. and to confirm my telegram No. 131 of 

** Not printed. 
* Despatches No. 1771, September 11, and No. 1778, September 13, from the 

Asse dor in Mexico, pp. 390 and 394.
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October 2, 1934, 11 a. m.,8 concerning a proposed modus vivendi un- 
der which the Government of the United States and the Government 
of Mexico would grant reciprocally to each other most favored nation 
treatment in regard to the vessels and the raw and manufactured 
products of the other. There is transmitted herewith a copy of my 
letter of October 1, 1934 to the Minister for Foreign Affairs, Doctor 
José Manuel Puig Casauranc, in which I summarize the information 
contained in the Department’s telegram above referred to. 

Upon receiving my letter Doctor Puig stated that the possibility of 
Mexico receiving a tariff of 214¢ per pound on tomatoes imported into 
the United States from Mexico in place of the present duty of 3¢ per 
pound seemed well worth discussing. He also referred to that por- 
tion of my letter which stated that the Government of the United 
States could make no agreement with Mexico except in full compliance 
with the procedural and substantive provisions of the trade agreement 
acts of 1934, and said that this would appear to indicate that the ne- 
gotiation of a modus vivendi covering this matter would have to be 
carried on under practically the same conditions as the negotiation of 
a reciprocal trade agreement between the two countries. 

As reported in my telegram above referred to, Doctor Puig stated 
that he was sending by air mail this morning a translation of my letter 
of October 1, 1934 to Minister of Hacienda Marte R. Gémez, now in 
New York, and to Ambassador Gonzalez Roa, with the suggestion that 
they take up the matter directly with the Department. 

Respectfully yours, JosEPHUS DANIELS 

611.123 Vegetables /69 

The Assistant Secretary of State (Sayre) to the Ambassador in Mexico 
(Daniels) 

WasuHineTton, November 15, 1934. 

My Dear Mr. Danrexs: Thank you for your letter of November 
third ?* enclosing a copy of the letter from Mr. Thomas H. Lockett, 
Commercial Attaché, to yourself dated October 30, 1934,1° concerning 
the negotiation of a limited trade agreement with the Mexican Govern- 
ment. When I wrote you on October 2 I felt that there still might 
be time to meet the Mexican desire to negotiate a limited trade agree- 
ment covering the importation of tomatoes and fresh vegetables from 
Mexico during the coming winter. Since I wrote that letter, six 
weeks have passed, and we have not as yet had any direct word from 
the representatives of Mexico concerning the negotiation of such an 

* Telegram No. 131 not printed. 
* Not printed.
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agreement. In view of the necessity under the law of holding public 
hearings and giving sufficient notice in advance of these, it. would seem 
that the possibility of negotiating such a limited trade agreement to 
cover the shipment of tomatoes and fresh vegetables during the coming 
winter has now passed and that we must turn our attention instead to 
the possibility of a more comprehensive trade agreement between the 
two Governments. Inasmuch as our hands are already more than 
full with the negotiation of such agreements as have already been 
publicly announced, I think we will have to wait now and let Mexico 
take a normal place on the schedule of our trade agreements program. 

With warmest wishes [etc. | Francis B. SayRE 

CONVENTION BETWEEN THE UNITED STATES AND MEXICO FOR AN 
EN BLOC SETTLEMENT OF SPECIAL CLAIMS, AND PROTOCOL RE- 
GARDING GENERAL CLAIMS, SIGNED APRIL 24, 1934” 

411.12/1736 

The Ambassador in Mewico (Daniels) to the Secretary of State 

No. 1031 Mexico, January 26, 1934. 
[Received January 29. | 

Sir: In the Embassy’s telegram number 3 of January 25, 1934, 5 
p. m.,” I stated that Minister Puig had informed me that he had not 

discussed the Department’s proposals on claims with Ambassador 
Gonzalez Roa and experts in the Ministry for Foreign Affairs. He 
added that he would also give the whole matter serious consideration 
and ask for another conference in about a week. 
Upon receipt of the Department’s instruction number 214 of 

December 16, 1933,” on December 28th I presented the plan to Ambas- 
sador Gonzdlez Roa and pointed out that the Mexican proposals were 
unacceptable, both as to the amount and terms of payment. I gave him 
a copy of the proposed protocol as to General Claims and told him 
that if it was acceptable to Mexico and put in operation, the Govern- 
ment of the United States would then be willing, after evaluation, to 
consider a reasonable en bloc settlement. The Mexican officials clearly 
understand that the Department wishes a full exploration of General 
Claims before taking up the suggestion of an en bloc settlement either 
of General or Special Claims. 

While Mexican officials are making up their minds as to what 
answer they will make to the Department’s proposal, I feel it my 
duty to state plainly the conclusions I have reached after eight months 

For previous correspondence, see Foreign Relations, 1933, vol. v, pp. 798 ff. 
= Ante, p. 385. 
* Foreign Relations, 1988, vol. v, p. 814. oo,
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of study and consideration of the whole matter. In coming to the 
recommendation I am hereby proposing, I have had no thought except 
to try to ascertain, not what technically or legally we have a right to 
insist upon, but to strip the whole controversy of everything else and 
get down to the basic principle of what in equity and justice we ought 
to insist upon. In other words, I have tried to go beneath pleadings 
and agreements, forced or voluntary, and ask what we would expect 
Mexico to demand of our country if conditions were reversed. 

As to the Special Claims, arising between 1910 and 1920, I agree 
with the conclusions of the Commissions between Mexico and several 
European Governments, that Mexico should not be required to pay 
for acts by revolutionists and bandits unless there is shown negligence 
on the part of responsible governmental authorities. We must take 
into consideration that for many years there was no stable govern- 
ment in Mexico. To be sure, I recognize that Carranza pledged pay- 
ments for such acts and that later Obregén made like promises, and 
promises to pay for losses and damages were incorporated in the War- 
ren—Payne treaty 7* which Mexico accepted in order to secure recogni- 
tion. However, I also am aware that a large number of these claims 
are made by Americans residing here who preferred to run all risks 
rather than accept the advice of President Wilson, who offered them 
safe transportation into the United States in the hectic days of revolu- 
tion. Instead of accepting his urgent pleas, they elected to remain. 
Some of them hoped and worked for American intervention and, in 
heu of that, demanded that American warships remain in Mexican 
waters and that American troops be dispatched into the interior of 
Mexico to protect their property. Inasmuch as I was a part of the 
administration in that period, those conditions and the serious situa- 
tion is fresh in my mind. Though Mexico promised to pay damages, 
many of the claims have no merit. Very few Special Claims have been 
adjudicated. 

In view of the situation thus sketched, I have come to the conclusion 
that we are justified by the plainest equity to make these proposals to 
the Mexican Government: 

(1) With reference to Special Claims, present at the earliest oppor- 
tunity to the Mexican Government a counter proposal, which the 
Department has in mind, providing for an en bloc settlement on a basis 
of 2.65%. This is the average recovery in the settlement of claims of 
Belgium, France, Germany, Great Britain, Italy and Spain against 
Mexico for losses or damages during the revolutionary period of 1910— 
1920. The claims of those countries are similar to our Special Claims. 

This suggestion makes no distinction between memorialized and un- 
memorialized cases. Ambassador Gonzdlez Roa based his argument 

* General Claims Convention, signed September 8, 1923, Foreign Relations, 
1923, vol. 11, p. 555.
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for such distinction (proposing 1.25% for unmemorialized claims) 
upon the statement that under the terms of the 1839 and 1868 Claims 
Conventions *5 the average recovery was 1.25% for American claims. 
The weakness in his contention is that, in the agreements with the 
European Governments, no distinction was made between the memo- 
rialized and the unmemorialized claims. If we accept the figure 
agreed upon in the Conventions by those six countries, it seems that 
the contention that distinction be made between memorialized and 
unmemorialized claims, which Ambassador Gonzélez Roa urged, lacks 
foundation. 

If Mexico paid 2.65% on all Special Claims, the sum it would pay 
would be about seven and three quarter million dollars. In my judg- 
ment effort should be made to adjust the Special Claims before press- 
ing the suggested protocol on General Claims, particularly in view of 
the settlements made by Mexico with European countries having 
similar claims. Such precedents might serve as a guide to any domes- 
tic commission appointed to adjudicate the claims and to pro-rate the 
amount received from Mexico. 

(2) With reference to General Claims, my suggestion is that our 
Government offer to settle on a basis of 8%. The figure of 8% is the 
average recovery under the decisions rendered so far by the General 
Claims Commission, exclusive of the claims of the Ulinois Central 
Railway, which the Mexican Government contends, and with reason, 
should be eliminated from consideration in fixing the average recovery 
percentage because liability was admitted by the Government which 
was ready to settle out of court. Acceptance of 8% for General 
Claims would amount to about eleven million dollars, exclusive of 
awards heretofore rendered by the General Claims Commission of 
about two and a half million dollars, and of interest on awards of about 
$836,000. 

As I understand it, if the protocol suggested by the Department is 
not agreed to by the Mexican Government, in order to reconstitute 

the General Claims Commission, it would be necessary only to ex- 

change ratifications of the Convention signed June 18, 1932,”* and to 
secure an agreement from the Mexican Government regarding the ap- 

pointment of a Neutral Presiding Commissioner. This sounds easy, 

but past experience in selecting a Presiding Commissioner, or one who 
will give his whole time to the duty, does not justify expectation of 
easy and prompt action in this regard. The Department’s proposal 
embodied in the suggested protocol is an Improvement upon the 
protocol ? which is part of the Convention of June 18, 1932. How- 
ever, even with that better plan looking to expedition, it is by no 
means certain that the pleadings and conclusions could be completed 
within two years. It is more probable that the delays experienced by 

> William M. Malloy (ed.), Treaties, Conventions, etc., Between the United 
States of America and Other Powers, 1776-1909 (Washington, Government Print- 
ing Office, 1910), vol. 1, pp. 1101 and 1128. 

* Foreign Relations, 1932, vol. v, p. 740. 
7" [bid., p. 742.
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the old Commission would be repeated, with the continued expense 
and no assurance that claimants would get anything in their lifetime. | 

As I understand it, while the General Claims Commission can carry 
on by an exchange of ratifications, the Department has held that as 
regards the Special Commission, the Senate must ratify the protocol, 
signed by Ambassador Clark and Minister Téllez # before there can 
be a reconstitution. While the ratification of the new treaty of the 
Special Claims Convention was pending, Senator King, in a public 
statement, objected to its ratification in view of the fact that the 
change made to the existing Convention would lessen the rights of 
claimants in the United States, saying that “the present treaty does 
not exclude from this jurisdiction of the Convention the claims orig- 
inating from the acts of the Huerta forces or claims originating 
through the circulation or acceptance, voluntary or forced, of paper 
money”. He objected to giving consideration to the policy pursued 
by Germany, Spain, France, Italy, England and Belgium in reaching 
an agreement with Mexico for claims originating between 1910-1920, 
the period for which the Special Claims Commission was set up. 
Inasmuch as the new treaty to reconstitute the Special Claims Com- 

mission had not been acted upon by the Senate, pending negotiations 
looking to an en bloc settlement, it may be that Senator King would 
again object to ratification. I judge from the suggestion of the De- 
partment, that, after the acceptance of the proposed protocol by 
Mexico, it would consider an en bloc settlement for Special Claims. 

I have kept in mind that my predecessor, Mr. Clark, and Mr. Téllez, 
former Minister for Foreign Affairs, conducted negotiations looking 
to an en bloc settlement. The amount the United States representa- 

tive suggested for a settlement of claims under both the General and 
Special Claims was fifty million dollars. That figure was reached 
by applying a percentage basis of 11.5 to the net American claims, 
after deducting the value of the Mexican claims. That percentage is 
the average recovery in claims adjustments between Governments 
covering a period of 140 years. That proposal for Mexico to pay the 
United States the sum of fifty million dollars was not entertained by 
Minister Téllez because he regarded it as too large a sum. 

If the Department agrees with these recommendations, I would 
suggest that the United States, instead of pressing for the protocol 
proposed to the Mexican Government, if Dr. Puig’s answer should be 
unfavorable, offer a counter proposal for about twenty-two million 
dollars as a settlement of both General and Special Claims, based on 
the use of 8% for General Claims and 2.65% for Special Claims, with- 
out making any distinction between memorialized and unmemorialized 
claims. 

* Foreign Relations, 1982, vol. v, p. 748.
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I sincerely believe, everything considered, including our inability 
at this time to collect debts due by European countries directly to the 
Federal Treasury, and the impossibility of our nationals to collect 
on moneys loaned by them, either with or without governmental quasi- 
approval, to governments in South America and Europe, that we 
should substitute an equitable for a strictly legal liability with refer- 

” ence to claims by our nationals against Mexico. The history of claims 
controversies between the United States and Mexico is a sad, long 
story of disagreements, mainly growing out of the claims of our na- 
tionals, some of whom came into this country seeking concessions and 
large returns upon their money, rather than to accept the less specula- 
tive returns promised at home. Pursuing such course, they have 
lived in Mexico many years, all the while holding on to their American 
citizenship in the belief that our country would enforce their claims 
against the country of their residence. 

It is of the highest importance if possible to reach an agreement 
which will put ancient and revolutionary claims behind us, and seek, 
in accordance with the Claims Conventions of 1923, to secure some- 
thing for our nationals who have just claims rather than continue 
hearings which may not be finished in our day. 

IT am not unmindful of the disappointment which would be experi- 
enced by our nationals following any settlement of their claims on a 
less basis than they think is their just due. Equally I recognize, if an 
en bloc sum is accepted, that there are troubles in store for a domestic 
commission which would be constituted to apportion whatever amount 
Mexico would pay. There is no escape from difficulties no matter 
what policy is adopted. 
My theory in the present situation is that our Government is in the 

strongest position when it meets Mexico in a spirit of large liberality 
and generosity, confident it is demanding nothing more from Mexico 
than we would expect Mexico to pay us if conditions were reversed. 

Of course I have no information as to what Mexico’s response would 
be to the proposal outlined above, or as to what answer it will make 
with regard to the proposed protocol. No intimation has come to me 
since Ambassador Gonzalez Roa’s proposal of a payment of $13,500,- 
000 in thirty annual installments, and our declination of that pro- 
posal. In talking with Minister Puig yesterday, he said that he 

thought it was a mistake to incorporate thirty years for payment in 
the Gonzalez Roa proposition. “It was too long a term”, he said, 
“and Mexico ought to pay at the rate of a million dollars a year”. Be- 
yond that he volunteered nothing. | 

As stated above, whether the proposal set forth here would be 
accepted or rejected by Mexico, I have no means of knowing. One 
thing I do feel, and feel strongly, is that in submitting it we would
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be proposing what is manifestly fair and just in view of Mexican 
pledges and all the present day conditions. I do not hesitate to say 
that, if there had been no 1923 treaty, I would not feel we should 
hold the Mexican Government of 1934 responsible for the acts that 
occurred during the periods of revolution, beginning with the murder 
of Madero and continuing for years. It is “nominated in the bond”, 
however, that they shall pay to us as they have agreed to pay to Euro- 
pean nations. Therefore, our Government is committed to press for 
such payment as other enlightened nations will receive for like in- 

Juries and damages in the same period. Beyond that, my judgment 
does not dictate our Government should go in seeking payment to 
claimants. 

I will promptly report the response to the proposition for the pro- 
posed protocol and await your further instructions. 

Respectfully yours, JosePHUsS DANIELS 

411.12/1736 : Telegram 

The Secretary of State to the Ambassador in Mexico (Daniels) 

WasuHineton, February 3, 1934—2 p. m. 

15. Your despatch No. 1031, January 26. Lump sum offer proposed 
by you contemplates allowance to Mexico of more than $15,000,000 
on ancient claims to land in Texas and California, in support of 
which Mexico has filed no evidence and which claims were for several 
reasons considered by the American Agency, after an elaborate inves- 
tigation, to be worthless. Such a settlement would also create the 
obligation upon Congress to appropriate corresponding sum to make 
good to American citizens the amount of national liability thus theo- 
retically avoided by offset of the claims of American citizens. Court 
of Claims long since held that such national obligation is created in 
that manner and Congress has in the past recognized such obligation 
by appropriation of large sums. 

In view of these facts and the other considerations outlined on — 
pages 26 to 51 of enclosure with instruction No. 214 of December 
16,% and annexes 10 to 10-14 therewith, the Department considers it 
highly desirable to press for a favorable decision on the proposed 
protocol and would prefer not to consider the alternative of a lump 
sum settlement until it has been clearly demonstrated that such a 
protocol cannot be concluded. Department’s views will be amplified 
by mail. 

Hoi 

*¥For instruction No. 214 and its enclosed draft protocol regarding general 
claims, see Foreign Relations, 1933, vol. v, p. 814; enclosure and annexes under 
reference not printed. 
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411.12/1736 

The Secretary of State to the Ambassador in Mexico (Daniels) 

No. 261 WasHincrTon, February 10, 1984. 

Sir: Conformably to the last sentence of the Department’s cable No. 
15 of February 3, 1934, an effort is herein made to give you, in general 

but brief outline, the views of the Department with respect to the ad- 
vantages and disadvantages of the two methods of settling the out- 
standing claims now under consideration, and the reasons for believing 
that the question of a lump sum settlement should be held in abeyance 
until it has been clearly demonstrated that such a protocol as is now 
under consideration cannot be concluded. 

The Department is not unmindful that an immediate lump sum 

settlement in which the Mexican Government would agree to pay this 
Government the sum of $22,000,000 would have advantages. On an- 
alysis, however, the advantages are perhaps somewhat more apparent 

than real. 
In order to determine what amount the Mexican Government would 

pay on the unadjudicated general claims of the United States totalling 
$384,400,000 (after deductions for duplicate filings and adjudications), 
it is necessary, in the first instance, to deduct from the amount of 
$22,000,000 the amount which would be paid on special claims, and 
also the amount already awarded by the General Claims Commission. 
The special claims, after deductions, amount, in round figures, to 
$291,300,000. The lability of the Mexican Government on these 
claims, calculated on the lowest. possible basis, namely, that represent- 
ing the average recovery of all European Governments in the same 
class of cases, would be about $7,700,000. In this connection it is to 
be borne in mind, however, that under the special claims conventions 
heretofore concluded, there is a wider basis of liability than that upon 
which the European claims have been decided, and that, since the Sen- 
ate has not agreed to any curtailment of this basis of lability, there 
might be opposition in the Senate to a lump sum settlement of special 
claims on the basis of the European average percentage of recovery. 
The amount of awards by the General Claims Commission, including 
interest, is about $3,432,000. The sum of these awards and the amount 
to cover special claims, on the basis of the European average recovery, 
would total about $11,150,000, leaving from the $22,000,000 to be paid 
by Mexico to be applied on the unadjudicated general claims the sum 
of only about $10,850,000. The general claims over which this 
$10,850,000 would be distributed (in the absence of any contribution by 
this Government) amount, after deductions, to $380,400,000. There- 
fore, the amount of indemnity to be paid by the Mexican Government 
on the unadjudicated general claims would amount to approximately
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2.8 per cent, or a slight fraction over the amount which, it appears, the 
Mexican Government is willing to concede on the special claims. The 
Department is not aware that it has ever been seriously contended by 
the Mexican Government that its actual hability on general claims 
would amount to such a small percentage. 

In the event that a lump sum settlement involving the payment of 
$22,000,000 were made, this $22,000,000 would then be distributed ap- 

proximately as follows: 

Special claims ..........-2.-05022-0-2. Of, T11, 000 
General claims awards ............... 8,482,000 : 
For distribution on wunadjudicated general 

cClaimS 2... ee ee ee ee ee eee ee ee eee) LO, 857, 000 

Total $22, 000, 000 

As was indicated in the enclosure with the Department’s instruc- 
tion No. 214 of December 16, last, there are reasons to believe that the 
awards of a domestic commission before which both the general and 
special claims would have to go for adjudication, in the event of a lump 
sum settlement, would be larger than those of an international commis- 
sion. The probabilities are, therefore, that the awards of the domestic 
commission would far exceed the amount of the lump sum settlement. 
The result would be a strong demand that this Government make good 
the deficit. Claimants would have as a basis for their claim of obliga- 
tion on the part of this Government to appropriate the difference, deci- | 
sions of the Court of Claims holding that such lump sum settlements, 
which involve a set-off of American claims against claims of a foreign 
government or its nationals, create such an obligation toward the 
American claimants. (In this connection see the decisions in 21 Court 
of Claims, 340, 390; 22, zbzd., 408, and 457; and 46, ¢bid., 214, 224.) 
It is not unlikely, therefore, that, with this method of settlement, this 
Government would ultimately be compelled to appropriate many mul- 
lions of dollars to settle the claims of American citizens against 
Mexico. 

It is believed that a large part of this liability on the part of the 
United States could be avoided, without injury to the rights of Amer- 
ican citizens and without great loss of time in settling the claims, by 
the procedure outlined in the proposed protocol now under considera- 
tion. The reasons for this conclusion are in brief as follows: 

The unadjudicated general claims of the Mexican Government 
which, under the $22,000,000 lump sum proposal, would be evaluated 
at 8 per cent, amount, after deductions, to approximately $245,000,000. 
For the purpose of the lump sum settlement, these claims would be 
appraised at 8 per cent or $19,600,000 which amount would, in effect, 
be paid by this Government to Mexico, since, to arrive at the $22,000,- 
000 lump sum basis, that amount would be deducted from the actual
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liability on American claims of approximately $41,400,000. This 
would not be of great moment if the Mexican claims were of a general 
diversified type of mixed claims such as our own. But quite the con- 
trary is true. Approximately 95 per cent of the claims of the Mexican 
Government are based upon alleged illegal deprivations of title to 
real estate in Texas and California nearly 100 years ago. The Mexi- 
can Government has up to the present time put in no material evidence 
to support these claims. The American Agency, it is understood, 

made a somewhat extensive investigation of the circumstances of the 
claims, having sent an attorney to Texas to study the claims on the 
ground, and reached the conclusion that the claims were, for several 
reasons, entirely unfounded. There might, therefore, be basis for con- 
siderable criticism of the Department if it recommended a lump sum 
settlement which would contemplate giving Mexico credit for any such 
sum as, say $18,000,000 for these claims, and then ask Congress to make 
good to American citizens the difference between the amount of the 
awards of a domestic commission and the amount of recovery from 
Mexico under the lump sum agreement. On the other hand, it is 

believed that, if the claims were passed upon by appraisers and an 
umpire as contemplated in the proposed protocol, several more satis- 
factory results would follow, namely : 

First, the Mexican land claims would be found to be invalid, thus 
reducing from $19,600,000 to perhaps one million the amount of proper 
deductions from Mexico’s lability towards this Government. 

Second, the liability of this Government toward American claimants 
would be proportionately reduced. This might result in the saving of 
many millions of dollars to this Government. 

Third, as was indicated to you in the enclosure with instruction No. 
214 of December 16, the adjudication of international claims by a 
domestic commission is attended with many embarrassing and ex- 
pensive circumstances. In the first instance, the expense of a domes- 
tic commission would be much greater than the informal Proceedings 
contemplated by the pending protocol. Then, the proceedings before 
a domestic commission are made infinitely more difficult, protracted 
and expensive because of the fact that the evidence bearing upon one 
side of the case is scattered throughout Mexico and, in order to pro- 
vide for proper adjudication of the case, it would probably be neces- 
sary to maintain in Mexico for a period of several years a Commis- 
sioner to take testimony. In the most recent instance of such a lump 
sum settlement, namely that relating to claims against Spain at the 
termination of the Spanish-American War, the claims numbered about 
500 and amounted to about $2,000,000. The domestic adjudication 
proceedings continued over a period of approximately eight years and 
the cost thereof, including the expense of a Commissioner in Cuba to 
take testimony, amounted to approximately $1,200,000. There is no 
reason to expect more expeditious or less expensive proceedings in 
the case of a domestic adjudication of the special and general claims 
against Mexico.
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Fourth, at the present time, in common with the rest of the world, 
Mexico is in a state of economic depression. The general attitude of 
many world powers at the present time with respect to international 
obligation is not a wholesome one. In the event of a lump sum settle- 
ment with Mexico there might be considered to be more reason for 
expecting leniency toward a failure to meet an international obliga- 
tion arbitrarily arrived at than if such obligation were based upon 
definite judicial determinations. In connection with a lump sum 
settlement there must be considered, of course, not only the amount of 
lability but the terms under which it will be paid. It is the hope of 
all, of course, that financial conditions throughout the world will have 
considerably improved within the next two or three years. It would 
seem, therefore, that the end of that period might be a more propitious 
one for determining the manner in which the amount of liability to 
this Government could be met without serious embarrassment to the 
Mexican Government. 

Since it 1s the belief of the Department that the appraisal of the 
claims under the proposed protocol could be completed within three 
years at the most, including the umpire proceedings, and since the 
fixation of the liability of the Mexican Government and the condi- 
tions for the liquidation thereof, at the end of that period, might be 
more advantageous to American claimants, and much more advanta- 
geous to this Government than the arbitrary fixation of that liability 
and the terms of payment at the present time, there would seem to be 
no compelling reasons why the lump sum settlement should be con- : 
cluded at present. Of course, such a lump sum settlement at present 
would, in effect, remove these international claims from the field of 
diplomatic discussion. On the other hand, it is believed that the con- 
clusion of the protocol would have virtually the same effect. As you 
are aware, it is the general thought underlying the protocol that the 
exchange of pleadings and the appraisal of the claims would be con- 
ducted in a quite unostentatious manner, without the establishment of 
a Commission and without direct contact of any kind between the 
Foreign Offices of the two Governments. 

Therefore, aside from the fact that a lump sum settlement would im- 
mediately remove claims settlements from the field of international 
discussion, practically all of the advantages are on the side of the 
informal proceedings provided for in the draft protocol. It was these 
and other related reasons which prompted the Department’s cable No. 
15 of February 3, which was despatched in advance of this instruction. 
From the foregoing you will appreciate the fact that this whole 

matter is being considered from the practical, rather than from the 
purely legalistic, standpoint with a view to avoiding the creation of a 
basis for large liability on the part of this Government toward Ameri- 
can claimants. 

Very truly yours, For the Secretary of State: 
R. Watton Moors
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411.12/1749 

The Ambassador in Mexico (Daniels) to the Secretary of State 

No. 1094 Mexico, February 10, 1984. 

[Received February 13.] 

Sim: I have the honor to refer to the Embassy’s telegram number 
10 of February 10, 3 p. m., 1934,°° informing the Department of the 
receipt from the Foreign Office of a communication regarding en 
bloc and the protocol for the evaluation of General Claims, heretofore 
suggested by the Department. 

The communication in question comprises three memoranda: 

Memorandum A which gives the views of the Mexican Government 
regarding en bloc. It concludes with the statement that in suggest- 
ing changes to the Protocol, which is accepted simultaneously with 
the en bloc settlement, the Government of Mexico is always ready to 
undertake en bloc negotiations of both Commissions along the general 
principles heretofore discussed, and would receive any reasonable and 
equitable proposal from the Government of the United States for an 
en bloc settlement of all claims. 
Memorandum B which is a proposal for the en bloc settlement of 

Special Claims on the basis of 2.60%; payments, without interest, 
to be extended over a period of 15 years. 
Memorandum C* which contains suggested amendments to the 

Department’s protocol for the evaluation of General Claims. 
The principal change suggested in the protocol is the incorpora- 

tion of the provisions of the protocol attached to the General Claims 
Convention signed June 18, 1932, for the handling of agrarian claims 
through diplomatic discussions. This change appears as Article First. 
The remaining Articles are re-numbered accordingly. 

Under new Article Fifth (formerly Fourth), provisions are made 
for the umpire to render his decisions within two years; the Presi- 
dent of the High Court of Justice of Uruguay is substituted for the 
President of the Supreme Court of the Federation of Switzerland. 

Under new Article Sixth (formerly Fifth), sub-paragraph “d”, 
the following words are omitted: “Such evidence with the brief, as 
rebuts evidence filed with the Answer”; under sub-paragraph “e” the 
last sentence, reading as follows, is omitted : 

“In cases in which Answers already filed or hereafter filed do 
not sufficiently meet this provision so as to afford the plaintiff 
Government an adequate basis for preparing its legal Brief 
with full general knowledge of the factual and legal defenses of 
the defendant Government, it shall have the right to file a Counter 
Brief within thirty days following the date of filing the Reply 
Brief.” 

*° Not printed. 
** Not printed; but see third paragraph of instruction No. 283, March 9, to the 

Ambassador in Mexico, p. 421, and redraft of proposed protocol enclosed with that 
instruction, p. 480.



MEXICO 409 

However at a conference held this morning it was agreed that the 
above paragraph should stand as in the original proposal of the 
Department. 

Sub-paragraph “f”. Add at the end the words: “except in those 
cases specifically modified by this Protocol”. 

Sub-paragraph “m” omitted. 
Sub-paragraph “nn” becomes “m”. Omits second sentence reading 

as follows: 

‘The complete original of any document filed, either in whole or 
in part, shall be retained in the Agency filing the document and 
shall be made available for inspection by any authorized repre- 
sentative of the Agent of the other side and, at the request and 
expense of the latter, a photostat copy of such document shall 
be provided for use in connection with the next pleadings in the 
particular case, but not otherwise.” 

Substitutes therefor the following sentence: 

“Where the original of any document or other proof is filed at 
any Government office on either side, and can not be conveniently 
withdrawn, and no copy of such document is in the possession 
of the agent of the Government desiring to present the same to 
the Commissioners in support of the allegations set out in his 
pleadings, he shall notify the agent of the other Government in 
writing of his desire to inspect such document. Should such 
inspection be refused, then the action taken in response to the 
request to inspect, together with such reasons as may be assigned 
for the action taken, shall be reported to the Commissioners, and 
in turn to the Umpire mentioned in article 5 of this Protocol, 
so that due notice thereof may be taken.” 

I saw Dr. Puig this morning and I brought up the point that the 
period of fifteen years for the payment of Special Claims might be 
considered too long, calling his attention to the fact that when we 
had talked about this matter some weeks ago, he had stated that he 
hoped an en bloc settlement could be reached on both General and 
Special Claims and that he hoped the Government could pay the total 
amount at the rate of a million dollars a year. Dr. Puig replied 
that if we settle only the Special Claims, the Mexican Government 
could not pay so much a year, in view of other obligations and the 
fact that in the future they would have to arrange for whatever was 
awarded in the General Claims. He said that when he had said a 
million dollars a year it would have been a great strain on the resources 

of the Treasury. Also he said that if an en bloc settlement is reached 
for Special Claims on the same basis that Mexico will pay Spain, 

France, England and other European countries, Mexico would have 
to meet the obligations due those countries at the same time that it 
paid the United States on Special Claims. 

I hope the Department will find it practicable to agree to the pro- 
posal of Dr. Puig. It is not likely that our nationals who have filed
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Special Claims will ever receive a larger amount than is now proposed. 
Inasmuch as the average settlement of the European claims is 2.6%, 
claims that are practically identical with those of Americans, I do 
not see how we could insist upon a larger percentage of recovery. 

The en bloc settlement of Special Claims will put an end to inter- 
national controversies growing out of the revolutionary period 1910- 
1920, during part of which time many revolutionary factions attempted 
to carry on the functions of government. The details connected with 
the final figures to be used in the en bloc settlement of Special Claims 
and the points to be covered in a convention will be submitted later 
to the Department, after I have had further exchanges of views with 
the Foreign Office and in the light of any instructions deemed 
desirable. 

Respectfully yours, JOSEPHUS DANIELS 

{Enclosure 1—Translation ] 

The Mexican Ministry for Foreign Affairs to the American Embassy 

: Mermoranpum A 

Frsruary 9, 1934. 

Subject: Observations on an En Bloc Agreement, General and Special 
Claims Commissions. 

On his return from Montevideo, and on inquiring about various 
matters pending with the Government of the United States, Puig has 
learned with real regret that the question of an en bloc settlement of 
claims could not, as he had hoped, be decided during his absence. 

Believing it his duty to state sincerely, as he has done ever since 
the announcement of the appointment of Ambassador Daniels, that 
the lack of an agreement in this matter is the greatest obstacle toward 
the best development of the excellent relations of friendship and of 
the marked spirit of cooperation which exist between the Govern- 
ments and peoples of the United States and Mexico; and making bold 
to point out the inconveniences and risks of friction which the Claims 
Commissions have meant for Mexico and the United States, circum- 
stances carefully analyzed in Puig’s memorandum to Ambassador 
Daniels *? (submitted) even before the presentation of the latter’s 
credentials; and in the fullest spirit of codperation and cordiality, it 
is agreed to consider the new plan formulated by Ambassador Daniels, 
which may be stated as follows: 

* Not printed.
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a) The signing of a Protocol which, (while) preserving the status 
guo of the General Claims Convention of 1923, and that established in 
the Extension Convention of 1932 and in the additional Protocol of the 
same date covering General Claims, shall set a procedure which is 
deemed more simple and effective than the former one. 

6) Once such a protocol is signed, to proceed to an immediate en 
bloc settlement of the claims included under the Special Convention, 
an 

c) To leave the door open for the possible en bloc settlement, at a 
later date, of the cases covered by the General Convention. 

It is a source of satisfaction to the Government of Mexico that, if 
only as regards the Special Commission, there now appears to be an 
agreement of opinion which, although not yet stipulated, may never- 
theless be perceived in the conversations and negotiations carried on; 
and it is also a source of satisfaction that there appears to exist an 
intention to reach a similar agreement with respect to General 
Claims,—seeking by the new proposed Protocol, and in view of the 
lack of lump sum totals (coincidenctas totales), solely the means which 
would permit a mutually satisfactory en bloc agreement in the future. 

The Government of Mexico can not, however, fail to stress the 
fundamental importance which a speedy settlement of claims matters 
has for the desired degree of friendship and closely-knit interests. 

The constant state of controversy carries dangerous seed, and at 
the outset presents obstacles to the nobly ambitious policy of per- 
fecting our international ties, in which (aim) the peoples, the Presi- 
dents, and the Secretaries of State of both countries especially concur. 

Wherefore, it is desired even at this moment to invoke anew the 
spirit of conciliation, concord, and active codperation which animates 
President Roosevelt, Secretary Hull, and Ambassador Daniels, in 
order, if possible, and over and above the positions invariably main- 
tained by the experts, that this matter may be considered from the 
broad view of statesmen, and that its definitive influence on the re- 
lations of our peoples and governments may be weighed, in a new 
attempt to renew conversations in regard to an en bloc settlement 
of both Claims Commissions. 

To the consideration—which, according to the verbal statement of 
Ambassador Daniels, appears to be paramount in the mind of the 
Department of State—that all the General Claims should be decided 
judicially, or the parties given a hearing, which view has led to the 
presentation of a new Protocol, there could be opposed the indis- 
putable fact that the practice of extending or transforming the Com- 
missions, leaving the judicial system operative, is now condemned by
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| experience, which has shown the inexpediency of a procedure which 
invokes the perils of discussion, the prolonged life of the Commissions, 
and the useless disbursement of considerable sums. 

The observation—very reasonable from the point of view of the con- 
venience and domestic political exigencies of the United States— (that 

it would be well) to retain for the General Claims the possibility, 
though not immediate, of arbitration, because the Foreign Relations 
Committee of the Senate appears to believe that a judicial trial of the 
pending claims is necessary—might be countered on the ground that 
perhaps there is no reason for making such a distinction between the 
two Commissions, because what occurs in the General takes place in 

the Special. 
The explanation of the Ambassador that the main reason for his 

desire, accepted in principle by the Department of State, to liquidate 
the Special Claims en bloc was that he believed that it behooved the 
two Governments to avoid political discussions such as those revolving 
around the Huerta Government, might apply with the same validity 
to the General Claims, which touch on constitutional matters in some 
cases and on serious political questions in others, some, like the 
agrarian claims, being of a nature both political and constitutional ; 
all of which seems to counsel an attempt at a complete en bloc settle- 
ment (of all claims). 

Having stated the foregoing, the Government of Mexico, prior to 
indicating, as it will do in Memorandum “B” of even date, the condi- 
tions which have now appeared to be acceptable in general to the 
American Government for the en bloc settlement of the Special Claims, 
and prior to setting forth, in Memorandum “C”, its counter-proposal 
of Protocol, which it is agreed will be simultaneous with the en bloc 
agreement, wishes to state that it is willing at any time to negotiate 
for an en bloc agreement covering both Commissions on the general 
bases of the Memorandum of September 21, 1933, signed by Puig, and 
of the memorandum presented by the Oficial Mayor, Jimenez Domin- 
guez, dated October 17, 1933,°° with the amendments and new positions 
which may have ensued in the negotiations from September to date; 
and that the Mexican Government will not refuse to consider any rea- 
sonable or equitable suggestion (solicitud) of the Government of the 

United States in the matter of a complete en bloc settlement. 

* Neither printed.
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[Enclosure 2—Translation ] 

The Mexican Ministry for Foreign Affairs to the American E'mbassy 

Mermoranpum B 

Frprvuary 9, 19384. 

Subject: Bases for an En Bloc Settlement of Claims Covered by the 
Special Convention of 1923. 

To be deducted from the amount recorded : 

1.— 

a) Claims duplicated in the same Commission. 
6) Claims withdrawn and claims decided. 
c) 50% of the claims filed with (duplicados en) both Com- 

missions. 
2.— 

Calculate 2.60% of the net result. 

The term of payment to be fifteen years, without interest. 

411.12/1754 

The Ambassador in Mexico (Daniels) to the Secretary of State 

No. 1127 Mexico, February 16, 1934. 
[Received February 21. ] 

Sir: I have the honor to acknowledge the receipt of the Depart- 
ment’s instruction number 261 of February 10, 1934, amplifying the 
views of the Department as contained in its telegram number 15 of 
February 3, 1934, 3 p. m. that in connection with en bloc negotiations 
it was considered highly desirable to press for a favorable decision on 
the protocol suggested by the Department. 

The recommendation for an en bloc settlement of both General and 
Special Claims, which I made in my despatch number 1031 of January 
26, 1934, was to offer a suggestion in the event that Minister Puig might 
decline to agree to the protocol. 

Since the above date the situation has changed. Minister Puig’s 
counter proposal involves for General Claims an agreement, with some 
changes, to the terms of the protocol suggested by the Department, and 
for Special Claims en bloc settlement on a basis of 2.6%. The counter 
proposal and my recommendation are discussed at length in the 
Embassy’s despatch number 1094 of February 10, 1984. 

Respectfully yours, JOSEPHUS DANIELS
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411.12/1761b 

The Secretary of State to the Ambassador in Mewico (Daniels) 

_ No, 282 WasuHincton, March 9, 1934. 

Sir: Referring to this Department’s instruction of this date * con- 
cerning the proposed general claims protocol, there is enclosed here- 
with for your use the draft of a convention providing for a lump sum 
settlement of the special claims. This convention follows the general 
lines indicated in Memorandum B, with your despatch No. 1094 of 
February 10, with, of course, some essential variations. 

Several points are involved in this convention which require 
comment. 

First. The basic amount of claims upon which to compute liability. 
This involves several somewhat difficult points. In the first place, it 
is to be understood, of course, that the basic figure from which to be- 
gin the calculation, by the deductions indicated in Article IV of the 
convention, shall be all claims filed by the United States before the 
Special Claims Convention. The question as to which of these claims 
were unnecessarily or improperly filed before the Special Claims Com- 
mission because of the fact that the General Claims Commission had 
jurisdiction over them is, of course, a technical and difficult question. 
It is not necessary, however, that this question be determined at the 
present time. It is conceded, of course, that, on the basis of admitted 
liability, a sufficient amount is owing by the Mexican Government to 
consume the annual payments, at the rate provided for in the con- 
vention, for a considerable number of years. It is only necessary, 
therefore, to determine at this time the manner in which the net lia- 
bility is to be determined, leaving to a more propitious occasion the 
definite determination of that amount. Provision is made in Article V 
of the convention for such definite determination by the joint action 
of representatives of the two Governments. This procedure applies 
alike in the matter of determining the net amount of the claims upon 
which to compute the liability and the actual percentage of lability to 
be computed thereupon. It is not, of course, supposed that there has 
been any error on the part of the Mexican Government in computing 
the average percentage of liability on the European claims (resulting 
in the figure of 2.65%). Nevertheless the basic amount of claims to 
which such percentage is to be applied is so large that even so small 
an error as one-half of one percent would amount to a difference of 
approximately $1,500,000 in the amount of the total hability. There- 
fore, while the Department is willing to accept the proposal of the 
Mexican Government that American claims shall be settled by the 
payment of the average amount found to be due on all similar Euro- 

* Infra,
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pean claims, it does not feel that it could justify before the Senate the 

application of the percentage indicated by the Mexican Government 

without making provision in the convention for a careful verification 

of the percentage calculation by some such method as that provided in 

Article V. In the matter of determining the basic amount of the spe- 

cial claims and the deductions provided for in Article IV of the con- 

vention, it is believed that the results of the adjudications under the 
proposed general claims protocol and by the Domestic Commission 

which will distribute the amount to be received from Mexico under 

the proposed convention will afford very helpful guides, and that, 
therefore, the appointment by the two Governments of the representa- 

tives provided for in Article V of the convention might well be de- 
ferred several years, without, however, interfering with the annual 

payments to be made by the Mexican Government as provided in 

Article II of the convention. 

With reference to the deductions provided for in Article IV, it is 
to be understood that the subparagraphs in this article have the follow- 

ing meanings: 
“First. Claims heretofore withdrawn, in the amount of $. 1... .” 

This figure represents only claims withdrawn by the American agents 

because they had been filed too late and not claims withdrawn by the 

claimants themselves because of independent settlements with the 

Mexican Government or for other reasons. 

“Second. Claims decided, in the amount of $......” The 
amount represented under this item should be the total amount of 
claims decided, less the Santa Isabel claims. As you are aware, this 
Government feels very strongly that at least some indemnity should 

be paid by the Government of Mexico for the atrocious murders com- 
mitted in the Santa Isabel case by the agents of Pancho Villa,® who 
was not only treated with great lenity but, in fact, with great consid- 

eration after the commission of these atrocities. This Government 

would feel less keenly on the subject were it not for the fact that the 
Mexican Government has agreed to pay the British Government on 
account of the death of certain British subjects which resulted from 

the same incident appropriate indemnities without regard to the 
matter of legal liability. Whereas the decision of the Special Claims 

Commission, United States and Mexico, to which reservation was 

made by the Agent of the United States, stated there was no legal 
liability on the part of the Mexican Government in connection with 
these cases, it is felt that a gross discrimination would be made by 

the Government of Mexico were it not to concede the same treatment 

to American citizens in this case as to British nationals, at least in 
principle. It is not necessary to raise any difficult or embarrassing 

® See Foreign Relations, 1916, pp. 650-683, passim.
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questions in this connection nor to ask that the Mexican Government 
take any commitments other than by the stipulation, in this provision 
of the convention, of the amount of deduction which shall exclude 
the total amount claimed in the Santa Isabel cases. The result of 
such fixation of amount of deduction would be simply the payment, 
by Mexico, on the Santa Isabel cases of the average percentage of 
hability or the extremely conservative amount of approximately 
$32,000, for the deaths of seventeen American citizens whereas the 
Mexican Government agreed to pay, without regard to the question 
of legal liability, 39,000 pesos on account of the deaths of but two 
British nationals. In view of the fact that the Mexican Government 
did agree so to pay the British Government without regard to the 
question of legal liability and in view of the fact that this Govern- 
ment has recently paid the Mexican Government liberal indemnity 
on account of the loss of the lives of two Mexican nationals in the 
United States,®° regardless of the fact that there still remain unsatis- 
fied.a large number of equally aggravated cases of the deaths of 
American citizens at the hands of Mexican nationals, it is not believed 
that the Mexican Government can, with any degree of reason, object. 
to this simple act of justice. 

“Third. One-half of the amount represented by the total claimed 
wn all cases in which the same claim has been filed twice, either for 
the same or for different amounts, with the Special Claims Commis- 
sion.” This provision seems to be clear as indicating that if, for in- 
stance, a claim has been filed twice, once for $10,000 and once for 
$15,000, the amount to be included for the purpose of the lump sum 
computation shall be one-half of the sum of these two amounts or 
$12,500. In case the claim were filed twice for the same amount, it 
would be included in the lump sum computation at the amount stipu- 
lated in each of these pleadings. 

“Fourth. The total of all claims which were improperly filed before 
the Special Claims Commission, that is to say, those over which the 
General Claims Commission was given jurisdiction by the General 
Claims Convention of September 8, 1923.” As indicated above, the 
ascertainment of the exact amount to be deducted for this item is a 
dificult one and should be deferred for action by a joint committee of 
the two Governments, as provided by Article V of the convention. 

Interest. 'The Department is not unaware of the fact that the Mexi- 
can Government has insisted that deferred payments on its special 
claims liability shall not bear interest and that it will probably object 
that if interest is included on the deferred payments owing to the 
United States the European governments will consider they are en- 

* See Foreign Relations, 1931, vol, m1, pp. 708 ff.
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titled to equal treatment. This isto be conceded. On the other hand, 
it is felt that the agreement must include some strong incentive to 
make payment of the instalments as they become due. The Depart- 
ment has, therefore, suggested, in the enclosed draft of convention, the 
payment of interest at the rate of one-fourth of one percent for the 
first year with an increase of one-fourth of one percent for each year 

thereafter. The net result of that provision, in the event of payment 
of instalments on due dates, would be the following: 

Year Principal Rate Interest Payments 

1935 $500, 000 0 — 
1936 500, 000 Vi, $1, 250 
1937 500, 000 Vy, 2, 500 
1938 500, 000 3/ 3, 750 
1939 500, 000 1 5, 000 
1940 500, 000 14, 6, 250 
1941 500, 000 1144 | 7, 500 
1942 500, 000 134 8, 750 
1943 500, 000 2 10, 000 
1944 500, 000 Q1/, 11, 250 
1945 500, 000 Q1/, 12, 500 
1946 500, 000 23/4 13, 750 
1947 500, 000 3 —  -15, 000 
1948 500, 000 31, 16, 250 
1949 500, 000 31% 17, 500 

Total $7,500,000 Average 1.8% $131, 250 

As will be observed, the average percent of interest contemplated 
by this provision is only 1.8 percent, which rate cannot be objected 
to by the Mexican Government by any sound reasoning. There are 
several very good reasons why this interest provision should be 
included, namely: 

First. The question as to the advisability of such a provision has 
been discussed with Senator Pittman, Chairman of the Foreign Rela- 
tions Committee, who expressed the view that the Convention would 
be much more likely to be accepted by the Senate with such a 
provision. 

Second. In the event of default, the interest obligation would grad- 
ually increase not only in amount but in the applicable rate of interest, 
which fact should afford an important counter-balance to any local 
influence which might council default or delay of the payments when 
they become due. Such a counter-balance may prove advantageous 
alike to both Governments. 

Third. It is not desired to establish a precedent for the waiving of 
interest in this class of settlements. An examination of the records 
with respect to such settlements in the past discloses the fact that this 
Government has been a party to several Jump sum settlements, in each
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of which interest was provided for. The rates usually stipulated in 
those cases were four, five, or six percent. The agreements in question 
were the following: 

1. Brazilian indemnity under the Convention of January 24 [27], 
1849," interest at 6 percent. 

2. Danish indemnity under Convention of March 28, 1880,8 interest 
at 4 percent. 

3. French indemnity under Convention of July 4, 1831,%° interest 
at 4 percent. 

4. Neapolitan indemnity under Convention of October 14, 1832, 
interest at 4 percent. 

5. Spanish indemnity under Convention of February 17, 1834," 
interest at 5 percent. 

6. Peruvian indemnity under Convention of March 17, 1841,” in- 
terest at 4 percent. 

7. Chinese indemnity under Convention of September 7, 1901," 
interest at 4 percent. 

8. In the case of the Chinese indemnity under the Convention of 
November 8, 1858,** the amount distributed to the claimants included 
interest at the rate of 12 percent for a definite period determined by 
the Claims Board. 

The Convention of 1876 between the United States and Mexico * 
(which, it is understood, the Mexican Government considers a prece- 
dent for the elimination of interest in the present instance—see enclo- 
sure to your despatch No. 809 of November 17, 1933 “*) does not, in 
fact, constitute such a precedent since that convention provided for 
the payment of awards which already included allowances of interest 
in appropriate cases. 

You will appreciate, of course, that any agreement by this Govern- 
ment at this time to the total elimination of interest in such interna- 

tional obligations might be misinterpreted and cause embarrassment in 
a much broader field. The application of the interest rates mentioned 
above to the obligations of the Mexican Government to both the United 
States and the European countries concerned would involve total in- 

terest payments of but approximately $280,000 over a period of fifteen 
years, or less than an average of $20,000 per year. While it is believed 
that it would not be unreasonable to expect this obligation to be paid 
over a period of ten years, it has been thought more in harmony with 

* Hunter Miller (ed.), Treaties and Other International Acts of the United 
States of America, vol. 5, p. 507. 

* Tbid., vol. 8, p. 531. 
* Ibid., p. 641. 
© [bid., p. 711. 
* Thid., p. 811. 
” Tbid., vol. 4, p. 329. 
“ Foreign Relations, 1901, Appendix (Affairs in China), p. 312. 
“ Malloy, Treaties, 1776-1909, vol. 1, p. 232. 
* Tbid., p. 1138, 
“ Not printed.
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the spirit prompting the present proposal with respect to the settle- 
ment of both special and general claims, to concede the full period 
suggested by the Mexican Government and to insist upon only such a 
nominal rate of interest as will preserve the principle and serve the 
purposes indicated in paragraphs “First” and “Second” last above. 

E'vidence. As has already been indicated in the enclosure with in- 
struction No. 214 of December 16, (See pp. 26-30 and enclosures 6 and 
10-1 to 10-14) *” one of the outstanding disadvantages of en bloc settle- 
ments is the difficulty in obtaining the necessary evidence from the 
foreign country in question to make possible reasonably satisfactory 
adjudications by domestic tribunals of the claims covered by such 
settlements. It is felt that it is reasonable to expect and that the 
Mexican Government will readily agree to provide this Government 
with all evidence in its possession or obtainable by it to facilitate the 
proper adjudication of the claims covered by this convention as pro- 
vided in Article VIT thereof. 

The Department will be glad to receive and consider such reasonable 
amendments to this form of convention as the Mexican Government 
may feel it necessary to propose. 

Very truly yours, For the Secretary of State: 
. R. Watton Moore 

| | [Enclosure] , | 

Draft Convention for a Lump Sum Settlement of the Special Claims 

The United States of America and the United Mexican States, de- 
siring to settle and adjust amicably the claims comprehended by the 
terms of the Special Claims Convention concluded by the two Gov- 
ernments on the 10th day of September, 1923, without resort to the 
method of international adjudication provided by the said agreement, 
have decided to enter into a Convention for that purpose, and to this 
end have nominated as their Plenipotentiaries: 

The President of the United States; 
~The Honorable Josephus Daniels, Ambassador Extraordinary and 

Plenipotentiary of the United States of. America in Mexico, and 
The President of the United Mexican States; 7 
The Honorable José Manuel Puig Casauranc, Secretary of State 

for Foreign Affairs, | 
Who, after having communicated to each other their respective 

full powers, found to be in due and proper form, have agreed upon 
the following articles: 

“For instruction No. 214 and its enclosed draft protocol regarding general 
claims, see Foreign Relations, 1933, vol. v, p. 814; enclosures under reference not 
printed. 

789736—52——31
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ARTICLE I 

The special claims of the United States shall be adjusted, settled 
and forever thereafter barred from further consideration, by the pay- 
ment by the Government of Mexico to the Government of the United 
States of a sum of money which shall equal the same proportion of the 
total amount claimed in all such cases (after the deductions provided 
for in Article IV hereof), as the total amount found to be due from 
the Government of Mexico in settlement of all similar claims filed by 
the Governments of Belgium, France, Germany, Great Britain, Italy 
and Spain, corresponds to the total amounts claimed by those Gov- 
ernments or their nationals under the terms of similar conventions 
concluded by the respective Governments and the Government of 
Mexico during the years.............., that is to say, the 
amount to be paid by the Mexican Government to the Government of 
the United States shall be the same percentage of the total amount of 
the claims filed as the average percentage found to be due on all of 
the claims filed by the European Governments above mentioned. 

ArticLe IT 

The amount provided for in Article I above shall be paid at Wash- 
ington, in dollars of the United States, at the rate of $500,000 per an- 
num, beginning January 1, 1935, and continuing until the whole 
amount thereof shall have been paid. 

ArticLe IIT 

Deferred payments, by which term is meant all payments made 
after January 1, 1935, shall bear interest at the rate of one-fourth of 

one percent per annum for the first year counting from January 1, 
1985, and an additional one-fourth of one percent for each additional 
year thereafter until final payment. 

Articte IV | 

In computing the total amount of claims mentioned in Article I 
above, there shall be deducted from the total amount of all special 
claims filed by the United States under the terms of the Special Claims 
Convention of September 10, 1923, the following items: 

First. Claims heretofore withdrawn, in the amount of $..... 

Second. Claims decided, intheamountof$..... 
Third. One-half of the amount represented by the total claimed in 

all cases in which the same claim has been filed twice, either for the 
same or for different amounts, with the Special Claims Commission.
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Fourth. The total of all claims which were improperly filed before 

the Special Claims Commission, that is to say, those over which the 
General Claims Commission was given jurisdiction by the General 
Claims Convention of September 8, 1923. 

ARTICLE V 

For the purpose of determining precisely the proportionate amount 
of total claims to be paid under this Convention, as provided by Article 
I above, and the total amount of the claims upon which to compute 
the obligation, as provided in Article IV above, each Government shall 
appoint a representative whose joint report, to be made after due con- 
ference and consideration, shall be accepted as final. 

ArticLteE VI 

It is agreed that, for the purpose of facilitating a proper distribu- 
tion by the United States to the respective claimants of the amount 
to be paid as provided for herein, the Mexican Government shall 
deliver to the United States, upon request, all evidence in its posses- 
sion bearing upon the merits of particular claims and to procure, at 
the cost of the United States, such additional evidence as may be avail- 
able in Mexico and as may be indicated by the Government of the 
United States to be necessary to the proper adjudication of particular 
claims. | 

ArticLte VII 

The present Convention shall be ratified by the High Contracting 
Parties in accordance with their respective Constitutions, such ratifi- 
cations being exchanged in Mexico City as soon as practicable and the 
Convention shall take effect on the date of the exchange of ratifications. 

In witness whereof, the respective Plenipotentiaries have signed and 
affixed their seals to this Convention. 

Done in duplicate at Mexico City this.....dayof........ 

411.12/1761a 

The Secretary of State to the Ambassador in Mewico (Daniels) 

No. 283 Wasuineton, March 9, 1934. 

Sir: Referring to your despatch No. 1094 of February 10, 1984, 
there is enclosed herewith as a basis for your further negotiations with 
the Mexican Government, a redraft of the proposed protocol with 
respect to general claims in which are embodied most of the changes 
suggested by the Mexican Government. The Department’s position 
with respect to all these points is fully explained below.
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Before proceeding to comment on this protocol, it is desired to 
emphasize the facts first, that in order to proceed to the appraisals 
contemplated by the general claims protocol it is necessary first to 
obtain an appropriation from Congress; second, that, pursuant to 
general policy, such appropriation can not properly be requested by the 
President until the agreement has become definite; third, that it is the 
hope of the President and the Congress that the latter will be able to 
adjourn at an early date not to meet again until January, 1935; and, 
fourth, that consequently, unless the protocol can be signed within the 
next few weeks, it will probably be impossible to take advantage of 
its provisions until the middle or latter part of next year, which would 
be very regrettable. It is desired, therefore, that if any further ex- 
changes of views with respect to the terms of this protocol are neces- 
sary before the signature thereof, the cable be used in that connection 
rather than the mails. 

With the urgency of the situation in mind, the protocol was origi- 
nally drafted with the object of including nothing therein to which the 
Mexican Government could reasonably object, while at the same time 
complying substantially with every reasonable desire of that Govern- 
ment, as expressed in the past, for a rapid, simple, inexpensive disposi- 
tion of the general claims. The protocol has now been rewritten mainly 
as suggested by the Mexican Government. The changes from the Mexi- 
can Government’s redrafted copy are shown on enclosure one here- 
with as follows: Those portions of the Mexican draft which it is desired 
to omit are included in brackets, and those portions which it is desired 
to substitute therefor or to add are included in parentheses. Enclosure 
two “is a redraft of the protocol in final form with these changes made. 
The following additional comments may prove helpful in making the 
necessary explanations to the Mexican Foreign Office as to the reasons 
for these changes: 

Preamble | 
Third paragraph. Omit the following words: “even in the case that 

the other claims may at some time be subject to formal arbitration”. 
These words appear to be unnecessary inasmuch as by the preceding 
words, which were added by the Mexican Government, the agrarian 
claims are left in the identical status determined by the General Claims 
protocol of July 18, 1932, and the Mexican Government’s position on 

that matter is made absolutely clear. These additional and somewhat 
ambiguous words might prove troublesome in connection with those 
future negotiations regarding the agrarian claims which are contem- 
plated by the protocol of June 18, 1982. If, therefore, these words were 
added for the purpose of clarity, they are unnecessary. If, on the other 

“Not printed. |
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_ hand, they were added for the purpose of amplifying the reservation 
with respect to agrarian claims, it would be necessary to object to them 
because it is believed that all reasonable concessions have already been 
made on that point. The paragraph has otherwise been rewritten as 
suggested by the Mexican Government. 

Protocol proper 
Section “first”, 1st paragraph. This paragraph remains as re- 

written by the Mexican Government except that the words “as pro- 
vided by the General Claims protocol of June 18, 1932”, are inserted 
in order to make perfectly clear that the reservation made with 
respect to agrarian claims is exactly that provided by the protocol 
in question. 

Section “first”, 2d paragraph. The only change made in this para- 
oraph is a typographical correction in the interest of clarity of ex- 
pression—the word “as” having been substituted for “which is”. 

Section “second”. This section has been rewritten exactly as desired 
by the Mexican Government with the exception of the omission of 
the words “such of”, which are stricken out in order to make the text 
correspond to the Mexican Government’s elimination of the last 
clause of the original proposal. 

Section “third”. This has been left entirely as approved by the 
Mexican Government. an 

Section “fourth”. This has been left entirely as approved by the 
Mexican Government. 

Section “fifth”. The Department concurs in the view of the Mexi- 
can Government that a limitation of time should be put upon the 
Umpire for the completion of his work and, therefore, agrees in 
principle to the change proposed by the Mexican Government. Inas- 
much, however, as only the most difficult cases would be referred to 
the Umpire, and it is impossible to know in advance what number 
of cases it might be necessary to refer to him, it is thought possible 
that a provision allowing two years for his work might lead to undue 
delay if the number of cases referred to him were small, whereas, if 
the number so referred were large a definite fixation of the period 
in advance might bring about the necessity for further extension con- 
ventions with all the difficulty entailed in such procedure. Moreover, 
it is believed that if the Umpire were to be required formally to assume 
in advance an obligation to act with reasonable expedition, the result, 
both practical and psychological, would be much better. The follow- 
ing substitution is, therefore, strongly recommended: | 

“The Umpire shall be required to assume the obligation to decide 
the cases referred to him at the rate of not less than one each week 
and to suspend his work not more than four weeks in any one calendar 
year. | |
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This substitution embodies the principles of the Mexican Govern- 
ment’s proposed amendment, but, it is believed, in a more practical and 
more effective manner. Probably not more than one hundred cases 
would be referred to the Umpire for decision, in which event his whole 
work would be completed within about the two year period contem- 
plated by the Mexican Government’s suggested amendment. 

Section “fifth”, last sentence. The Department notes the substitu- 
tion suggested by the Mexican Government, but considers that, under 
the present circumstances, it would be more advisable to eliminate 
this provision entirely from the protocol. It involves a question which 
the Department would desire to consider with more deliberation than 
present circumstances will permit if the protocol is to become effec- 
tive this year and, since the protocol contemplates a possible en bloc 
settlement, after the work of the two Commissioners shall have been 
completed, the question as to the proper procedure for the selection 
of an Umpire is one which may be avoided entirely by such an en 
bloc settlement. Should such settlement then prove impossible, how- 
ever, the two Governments would, at that time, be able to consider the 
matter in the light of much more definite information concerning the 
agencies which would be agreed upon to make the selection of the 
Umpire than at present, since, in the intervening period, there would 
be the possibility of a complete change of personnel in the agencies 
heretofore mentioned in this connection. 

In other words, the present protocol requires the conclusion of a Con- 

vention after the work of the Commissioners provided for therein 
shall have been completed. If that Convention takes the form con- 
templated by the first alternative mentioned in the first paragraph of 
section “F2fth” of the protocol, namely, of an en bloc settlement, this 
question will not arise. If, on the other hand, that Convention takes 
the form contemplated by the second alternative mentioned in the 
same paragraph, the proper procedure for selecting the Umpire could 
be considered more appropriately and more deliberately at that time. 

Section “siath”, subparagraph (a). There is added at the end of 
this subparagraph the following words: “which shall not be later 
than November 1, 1934”. Unless this provision is added, the signa- 
ture of the protocol will still leave the date of its coming into effect 
entirely indefinite, as a consequence of which fact it would, in any 
event, be impossible for the agencies to proceed to the organization of 
their work with any definite schedule of accomplishment in mind. It 
is believed, therefore, that the Mexican Government will readily agree 
that this provision should be added. For your confidential informa- 
tion, it may be stated that this provision is considered necessary to 
give the protocol a sufficient degree of definiteness, after signature, 
to warrant a request to Congress for an appropriation with which to
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initiate the necessary preliminary work on the general claims to make 
possible a compliance with the protocol within two years after it 
becomes effective. It is probably inadvisable to explain this latter 
point to the Mexican Government. It is desired, however, that you 
insist upon the inclusion of this provision. 

Section “siath”, subparagraphs (b) and (c) remain as left by the 
Mexican Government. 

Section “sixth”, subparagraph (dad). The following substitute has 
been included as subparagraph (d) : 

“With the Memorial the claimant Government shall file all the evi- 
dence on which it intends to rely. With the Answer the respondent 
Government shall file all the evidence on which it intends to rely. 
No further evidence shall be filed by either side except such evidence, 
with the Brief, as rebuts evidence filed with the Answer. Such evi- 
dence shall be strictly limited to evidence in rebuttal and there shall 
be explained at the beginning of the Brief the alleged justification 
for the filing thereof. Ifthe other side desires to object to such filing, 
its views may be set forth in the beginning of the Reply Brief, and the 
Commissioners, or the Umpire, as the case may require, shall decide 
the point, and if it is decided that the evidence is not in rebuttal to 
evidence filed with the Answer, the additional evidence shall be 
entirely disregarded in considering the merits of the claim. 

“The two Commissioners, or the Umpire, may at any time order 
the production of further evidence.” 

It is noted that the Mexican Government has suggested the elimina- 
tion of a provision for the filing of rebuttal evidence with the Brief 
of the claimant Government on the ground that this provision makes 
possible the presentation of evidence over an “indefinite period”. The 
draft protocol submitted by the United States contemplated a re- 
duction in the number of pleadings by eliminating the presentation of 
Replies and providing for the filing, with the claimant’s next succeed- 
ing document, rebuttal evidence which has ordinarily accompanied 
Replies. This procedure was followed with satisfactory results in 
the recent arbitration between the United States and Panama, was 
not found objectionable by either side, and tended to expedite the 
completion of cases for hearing. 

It would seein fundamental that the issues of fact should be clarified 
as much as possible in order that the Commissioners, or the Umpire, 
may find it possible to reach a just appraisement of the rights of both 
Governments. The Department is impressed by the fact that, in the 
arbitral proceedings thus far conducted, both Governments have found 
it imperative, in certain cases, to submit evidence after all pleadings 
and briefs had been completed. And despite the liberality of the 
practice heretofore followed in this regard, it is significant that the 
Commission frequently found it necessary to order the production 
of still further evidence to clarify important questions of fact in 
dispute between the parties.
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Aside from the fact that the procedure suggested by the United 
States does not, as alleged by Mexico, provide an indefinite period 
for the filing of evidence, it is believed that the inclusion of a pro- 
vision for the filing of rebuttal evidence is necessary to safeguard 
the rights of both Governments. As a practical example of the neces- 
sity for such a provision, attention may be invited to a case which 
arose in a recent arbitration to which the United States was a party. 
The point at issue was that as to whether the claimant had been per- 
mitted to withdraw funds on deposit to his credit in a banking insti- 
tution. The respondent Government submitted in evidence a docu- 
ment, duly executed by the appropriate officials of the bank in question, 
certifying that the claimant had withdrawn the funds in the year 
1922. The claimant was able to submit, in rebuttal, evidence in the 
nature of monthly statements of account issued to him by the same 
bank over a period of years after 1922, showing that the funds in 
question had not been paid to him but had, according to the bank’s 
records, remained in his account. It was clear that the bank had 
simply made anerror. The provision for the filing of rebuttal evidence 
in that case prevented the perpetration of a gross injustice as the 
result of that error. In the present arbitration either government 
might present a claim, for example, on behalf of one Jorge Gonzalez, 

as a citizen, and the respondent Government might submit with its 
answer a certificate showing that one Jorge Gonzalez had long since 
been naturalized as a citizen of the respondent Government. Under 
the procedure suggested by Mexico, the claim must be disallowed on 
jurisdictional grounds even though the claimant Government may pos- 
sess conclusive evidence that Jorge Gonzalez, the claimant, and the 
Jorge Gonzalez who was naturalized, are entirely different persons. 

The United States proposed that no evidence be submitted with the 
Brief except evidence strictly in rebuttal to evidence filed with the 
Answer, and, with a view to assuring compliance with this limitation, 
the original draft has been amended to provide for the rejection by 
the Commissioners, or the Umpire, of any evidence not so strictly 
limited in character. It may be observed that in the practice hereto- 
fore followed cases were frequently briefed and submitted for hearing 
in which the right granted by the rules to file evidence with the Reply 
was not exercised. The United States does not anticipate that the 
limited right herein proposed shall be exercised with frequency in 
the future, especially in the cases in which Memorials and Answers 
are prepared and submitted under the procedure provided for in 
the proposed protocol. However, it regards the maintenance of the 
right, in appropriate cases, a matter of importance, not only to the 
United States but to Mexico as well. | 

It will be noted that there has been added an additional provision 
authorizing the two Commissioners, or the Umpire, to order the pro-
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duction of additional evidence at any time. It is not anticipated that | 
the Mexican Government will interpose any serious objection to the 
addition of this proposal which is designed to assist the Commis- 
sioners, or Umpire, in reaching a Just appraisement of the claims. 

Section “siath”. Subparagraph (e) remains as left by the Mex- 

ican Government. , 
Section “siath”, subparagraph (f). The Department agrees in prin- 

ciple to the addition made by the Mexican Government. It is believed, 
however, that, in order to remove any possibility of a criticism to the 
effect that the substance of the general claims convention has been 
changed by the protocol, it is preferable to express the desired addi- 
tion of the Mexican Government in the following language: “except 
in so far as concerns the matter of procedure, which shall be that pro- 
vided for herein”. It is to be observed in this connection that thé 
comments of the Mexican Government on this change indicate clearly 
that what was in contemplation in making the change was the pro- 
cedure provided for by the protocol. This substitution of language 
to express the wishes of the Mexican Government will, therefore, 
doubtless be found acceptable. 

Section “siath”, subparagraph (g) left in the form accepted by the 
Mexican Government. 

Section “sixth”, subparagraph (h). It is noted that the Mexican 
Government desires to eliminate the ten percent flexibility in the mat- 
ter of filing claims on the basis of the Agents’ advance notice with re- 
spect to the claims to be filed by them. It is not believed desirable, 
however, to make this change. While it should not occasion either 
Agency any difficulty, six months after the initiation of the plead- 
ing work to indicate rather definitely the total number of claims to 
be filed by its Government, it is almost inevitable that unforeseen con- 
tingencies will arise to make impossible an absolutely accurate state- 
ment on this point one year or more before the expiration of the period 
for filing memorials. Unless, therefore, some relaxation is made 
from this provision to cover such contingencies, it is not improbable 
that the Agents might undertake to provide against such contingency 
by notifying more claims than they really intend to plead which would 
destroy the real purpose intended to be served by this provision. 
The only other alternative would probably be a further interna- 
tional agreement, the necessity for which it is desirable to avoid, if 
possible. The very contemplation by the protocol of such a possible 
future agreement might lead to laxity on the part of the Agencies in 
the matter of giving advance notification. It is upon the relative 
accuracy of such advance notifications that the systematic and suc- 
cessful operation of the present plan largely depends. 

Section “sath”, subparagraphs (4), (7), (#) and (2) left as changed 
by the Mexican Government.
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Section “sixth”, original subparagraph (m). The Department 
feels that the Mexican Government may have made a fundamental 
change in this respect without due reflection as to the possibilities to 
result therefrom. It is the almost uniform experience of this Govern- 
ment that, in the general working of agencies in connection with the 
pleading of large numbers of cases, there is an inclination somewhat 
to disregard prescribed periods for the filing of pleadings. It is 
believed that it is reasonable to expect that, in the stress of the work 
which will necessarily attend the pleading of all the remaining general 
claims within a period of two years, it will be found difficult, in many 
cases, strictly to comply, within a few days, with the periods pre- 
scribed in the protocol as originally drafted, namely, seventy days in 
each case. It would be most unfortunate to permit the filing periods 
prescribed by the protocol to remain absolutely rigid without any 
provision to care for emergencies and yet, at the same time, to pro- 
vide sufficient sanctions to impel the Agents to advance the work in a 
systematic and orderly fashion. It is to be borne in mind that there 
is to be no Commission to issue orders or enforce the terms of the 
protocol and that, therefore, in the absence of such sanctions in the 
protocol, the inevitable result of inability or refusal to comply with 
the protocol by filing pleadings within the periods prescribed would 
be just that kind of friction and paralysis of the work which obtained 
in the past and which it is the whole purpose of this protocol to make 
impossible in future. It is, therefore, desired to insert as paragraph 
“m” of the protocol, the following provision to which, it is strongly 
felt, the Mexican Government cannot, with good reason, object: 

“(m). In view of the herein prescribed limitations upon the time 
allowed for the completion of the work of the Agencies and the Com- 
missioners, it is recognized that the success of this simplified plan of 
procedure depends fundamentally upon the prompt and regular filing 
of pleadings in accordance with the provisions of this section. It is 
agreed, therefore, that any pleading which shall be filed more than 
thirty days after the due date for the filing thereof, shall be disregard- 
ed by the Commissioners and the Umpire and that the respective 
case shall be considered by them upon the pleadings preceding the 
tardy pleading unless, by agreement of the two Governments, the 
continued pleading of the respective case shall be resumed.” 

It is believed that you will have no difficulty in explaining to the 
Mexican Government that the clear purpose of this provision is, not 
to prescribe any unreasonable requirement, or any requirement differ- 
ing in principle from those found in the rules under which most of the 
municipal courts of the world operate, but to place upon the respective 
Agents only a sufficient degree of responsibility for efficiently pro- 
gressing the work as to insure compliance with the provisions of the
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protocol, which appears to be the only possible method by which a 
continuation of the friction and fruitless efforts of the past can be 

avoided. 
Section “siath”, original subparagraph (n). The following is a 

proposed substitute to reconcile the wishes of both sides: 

“It shall not be necessary to attach original evidence to the plead- 
ings but all documents hereafter submitted as evidence shall be certi- 
fied as true and complete copies of the original, if they be such. In 
the event that any particular document filed is not a true and complete 
copy of the original that fact shall be so stated in the certificate. 
The complete original of any document filed, either in whole or in part, 
shall be retained in the Agency filing the document and shall be made 
available for inspection by any authorized representative of the Agent 
of the other side. 

“Where the original of any document or other proof is filed at any 
Government office on either side, and cannot be conveniently with- 
drawn, and no copy of such document is in the possession of the Agent 
of the Government desiring to present the same to the Commissioners 
in support of the allegations set out in his pleadings, he shall notify 
the Agent of the other Government in writing of his desire to inspect 
such document. Should such inspection be refused, then the action 
taken in response to the request to inspect, together with such reasons 
as may be assigned for the action taken, shall be reported to the Com- 
missioners and, in turn, to the Umpire mentioned in article 5 of this 
Protocol, so that due notice thereof may be taken.” 

The first sentence of the above has been amended to meet the objec- 
tion interposed by the Mexican Government. The last paragraph 
above, as proposed by Mexico, does not appear to cover the situation 
contemplated by the second sentence of this section as contained in 
the original draft. That original proposal was designed to provide for 
the inspection by one party of the originals of documents submitted, 
in whole or in part, by the other party, while the proposal submitted 
by Mexico appears to relate to a situation in which one party desires 
to present in evidence documents in the possession of the other party, 
but not introduced into evidence. 

The addition proposed by Mexico appears unobjectionable and has 
been incorporated in toto in the above provision. However, the origi- 
nal proposal of the United States, covering a different situation, has 
been reincorporated in an amended form but omitting provision for 
the making of photostat copies, in order to comply with the apparent 
wishes of the Mexican Government. Since, the Department under- 
stands, the procedure contemplated by this proposal has, to a certain 
extent, been heretofore observed by both agencies, it is not believed 
that the Mexican Government will object to its inclusion. 

The above suggestions and changes in the protocol represent a most 
liberal attitude on the part of this Government in order to meet the 
wishes of the Mexican Government in every reasonable respect so that
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the protocol may be promptly signed and put into effect. It is to be 
understood, and should be so explained to the Mexican Government, 
that in the event that that Government shall not promptly agree to 
the protocol in its present form, or to such minor changes as can 
promptly be arranged by cable, and a consequent delay results which 
makes it impossible to obtain from Congress, during the present ses- 
sion, the necessary appropriation with which to initiate the work on 
general claims this year, the Department reserves the right to recon- 
sider the protocol in its entirety in a more detailed and more deliberate 
manner or to proceed to the adjudication of the claims under the 
existing Convention extending the duration of the General Claims 
Convention. It is felt that altogether too much valuable time has 
already elapsed without sufficiently substantial accomplishments in 
this matter and that, consequently, the present situation is one which 
requires the prompt subordination of unessential details to the essen- 
tial conclusion of the work. 

There is being transmitted to you under separate cover a draft 
of a convention for a lump sum settlement of special claims,** as pro- 
posed by the Mexican Government. You may advise the Foreign 
Office that the Department agrees in principle to the conclusion of 
such a Convention, providing for the settlement of American special 
claims by the payment by Mexico of a percentage of American claims 
equal to the average percentage found to be due by Mexico on the 
special claims presented by the six European Governments. It may, 
however, require several exchanges of views, by mail, to arrive at com- 
plete understanding with respect to the terms of such a convention. 
Meanwhile, it is desired to sign the general claims protocol in order 
that the necessary appropriation to permit initiation of the general 
claims work may be promptly requested from Congress. The Depart- 
ment desires, therefore, that you exert every effort possible to insure 
the signature of the general claims protocol at once and without wait- 
ing the signature of the special claims convention. 
Very truly yours, For the Secretary of State: 

R. Watton Moore 

[Enclosure] 

Redraft of Proposed Protocol With Respect to General Claims 

Josephus Daniels, Ambassador Extraordinary and Plenipotentiary 
of the United States of America to the Government of Mexico, and 
ee eee eee ee eee. Secretary for Foreign Affairs of the Re- 
public of Mexico, having communicated to each other their respective 
full powers, found in good and due form, have agreed on behalf of 
their two Governments to conclude the following protocol: 

* Supra.
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Wuereas, It is the desire of the two Governments to settle and 

liquidate as promptly as possible those claims of each Government 

against the other which are comprehended by, and which have been 

filed in pursuance of, the General Claims Convention between the 
two Governments, concluded on September 8, 1923; 
Wuereas, It is not considered expedient to proceed, at the present 

time, to the formal arbitration of the said claims in the manner pro- 

vided in that Convention ; 
Wuereas, It is considered to be conducive to the best interests of the 

two Governments, to preserve the status guo of the General Claims 
Convention above mentioned and the Convention extending the dura- 
tion thereof, which latter was concluded on June 18, 1932, as well as 
the agreement relating to agrarian claims under Article I of the addi- 
tional Protocol of June 18, 1932, [even in the case that the other claims 
may, at some time, be subject to formal arbitration] ; 

Wuereas, It is advisable to endeavor to effect a more expeditious 
and more economical disposition of the claims, either by means of an 
en bloc settlement or a more simplified method of adjudication, and 
Wuereas, In the present state of development of the numerous 

claims the available information is not such as to permit the two 
Governments to appraise their true value with sufficient accuracy to 
permit of the successful negotiation of an en bloc settlement thereof 
at the present time; 

THEREFORE, It is agreed that: 
First—the two governments will proceed to an informal discussion 

of the agrarian claims now pending before the General Claims Com- 
mission, with a view to making an adjustment thereof that shall be 
consistent with the rights and equities of the claimants and the rights 
and obligations of the Mexican Government, (as provided by the gen- 
eral claims protocol of June 18, 1932). Pending such discussion no 
agrarian claims will be presented to the Commissioners referred to in 
article 8 nor, in turn, to the Umpire referred to in article 5 of this 
Protocol; but memorials of cases not yet memorialized may be filed 
in order to regularize the awards made upon the agreed adjustments. 

Consequently, the subsequent provisions of this Protocol shall apply 
to agrarian claims only insofar as they do not conflict with the status 
thereof, [which is] (as) exclusively fixed by the terms of the agreed 
article of the additional protocol to the extension of the General 
Claims Convention, signed in 1982. 

Second, the two Governments shall proceed, in accordance with the 
provisions of paragraph “Sivth” below, promptly to complete the 
written pleadings in [such of] the remaining unpleaded and incom- 
pletely pleaded cases. 

Third, each Government shall promptly designate, from among its 
own nationals, a Commissioner, who shall be an outstanding jurist
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and whose function it shall be to appraise, on their merits, as rapidly 
as possible, the claims of both Governments which have already been 
fully pleaded and those in which the pleadings shall be completed 
in accordance herewith. 

Fourth, six months before the termination of the period herein 
agreed upon for the completion of the pleadings referred to in Article 
six or at an earlier time should they so agree, the said Commissioners 
shall meet, at a place to be agreed upon by them, for the purpose 
of reconciling their appraisals. They shall, as soon as possible, and 
not later than six months from the date of the completion of the 
pleadings, submit to the two Governments a joint report of the results 
of their conferences, indicating those cases in which agreement has 
been reached by them with respect to the merits and the amount of 
hability, if any, in the individual cases and also those cases in which 
they shall have been unable to agree with respect to the merits or the 
amount of liability, or both. 

Fifth, the two Governments shall, upon the basis of such joint report, 
and with the least possible delay, conclude a convention for the final 
disposition of the claims, which convention shall take one or the other 
of the two following forms, namely, first, an agreement for an en 
bloc settlement of the claims wherein there shall be stipulated the net 
amount to be paid by either Government and the terms upon which 
payment shall be made; or, second, an agreement for the disposition 
of the claims upon their individual merits. In this latter event, the 
two above-mentioned Commissioners shall be required to record their 
agreements with respect to individual claims and the bases upon which 
their conclusions shall have been reached, in the respective cases. 

The report shall be accepted, by the convention to be concluded by 
the two Governments, as final and conclusive dispositions of those 
cases. With respect to those cases in which the Commissioners shall 
not have been able to reach agreements, the two Governments shall, 
by the said convention, agree that the pleadings in such cases, to- 
gether with the written views of the two Commissioners concerning 
the merits of the respective claims, be referred to an Umpire, [whose 
written decisions thereon shall be rendered within two years from the 
date they are submitted]. (The Umpire shall be required to assume 
the obligation to decide the cases referred to him at the rate of not 
less than one each week and to suspend his work not more than four 
weeks in any one calendar year.) These decisions shall also be ac- 
cepted by the two Governments as final and binding. [The Umpire 
shall be chosen by joint action of the President of the Permanent Ad- 
ministrative Council of the Permanent Court of Arbitration at The 
Hague, the President of the Permanent Court of International Justice 
and the President of the High Court of Justice of Uruguay. |
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Sixth, the procedure to be followed in the development of the 
pleadings, which procedure shall be scrupulously observed by the 
Agents of the two Governments, shall be the following: 

(a) The time allowed for the completion of the pleadings shall be 
two years counting from a date hereafter to be agreed upon by the 
two Governments by an exchange of notes, (which shall not be later 
than November 1, 1934). 

(6) The pleadings of each Government shall be filed at the Embassy 
of the other Government. 

(c) The pleadings to be filed shall be limited in number to four, 
namely, Memorial, Answer, Brief and Reply Brief. Only three 
copies of each need be presented to the other Agent, but four addi- 
tional copies shall be retained by the filing Agency for possible use in 
future adjudication. Each copy of Memorial, Answer and Brief shall 
be accompanied by a copy of all evidence filed with the original thereof. 
The pleadings, which may be in either language at the option 
of the filing Government, shall be signed by the respective Agents 
or properly designated substitutes. 

(d) With the Memorial the claimant Government shall file all 
the evidence on which it intends to rely. With the Answer the 
respondent Government shall file all the evidence upon which it in- 
tends torely. No further evidence shall be filed by either side (except 
such evidence, with the Brief, as rebuts evidence filed with the Answer. 
Such evidence shall be strictly limited to evidence in rebuttal and 
there shall be explained at the beginning of the Brief the alleged 
justification for the filing thereof. If the other side desires to object 
to such filing, its views may be set forth in the beginning of the Reply 
Brief, and the Commissioners, or the Umpire, as the case may require, 
shall decide the point, and if it is decided that the evidence is not 
in rebuttal to evidence filed with the Answer, the additional evidence 
shall be entirely disregarded in considering the merits of the claim.) 

(The two Commissioners, or Umpire, may at any time order the 
production of further evidence.) 

(¢) In view of the desire to reduce the number of pleadings to a 
minimum in the interest of economy of time and expense, it shall be 
the obligation of both Agents fully and clearly to state in their 
Memorials the contention of the claimant Government with respect 
to both the factual bases of the claims in question and the legal prin- 
ciples upon which the claims are predicated and, in the Answer, the 
contentions of the respondent Government with regard to the exist- 
ence and significance of the facts which it considers to be established 
by the evidence and the principles of law upon which the defense of 
the case rests. In cases in which Answers already filed or hereafter 
filed do not sufficiently meet this provision so as to afford the claimant
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Government an adequate basis for preparing its legal Brief with full 

general knowledge of the factual and legal defenses of the respondent 

Government, it shall have the right to file a Counter Brief within 

thirty days following the date of filing the Reply Brief. 

(f) For the purposes of the above pleadings, as well as the apprais- 

als and decisions of the two Commissioners and the decisions of the 

Umpire, above mentioned, the provisions of the General Claims 

Convention of September 8, 1923, shall be considered as fully effective 
and binding upon the two Governments, [except in those cases specifi- 
cally modified by this protocol.] (except insofar as concerns the mat- 

ter of procedure, which shall be that provided for herein.) 
(g) Whenever practicable, cases of a particular class shall be 

grouped for memorializing and/or for briefing. 
(h) In order that the two Agents may organize their work in the 

most advantageous manner possible and in order that the two-year 

period allowed for pleadings may be utilized in a manner which shall 
be most equitable to both sides, each Agent shall, within thirty days 
from the beginning of the two-year pleading period, submit to the 
other Agent a tentative statement showing the total number of Me- 
morials and Briefs such Agent intends to file. Six months after the 
beginning of the two-year pleading period, the two Agents shall re- 
spectively submit in the same manner statements setting out definitely 
by name and docket number the claims in which it is proposed to 
complete the pleadings, indicating those in which they intend to com- 
bine cases in the manner indicated in paragraph (g) above. The 
number of pleadings so indicated shall not, except by later agreement 

between the two Governments, be exceeded by more than ten percent. 
(<) In order to enable the Agencies to distribute their work equally 

over the two-year pleading period, each Agency shall be under the 
obligation to file its Memorials at approximately equal intervals dur- 
ing the first seventeen months of the two-year period, thus allowing 

the remaining seven months of the period for the completion of the 

pleadings in the last case memorialized. 
The same obligation shall attach with respect to the filing of the 

pleadings referred to in paragraph (/) below. 
(7) The time to be allowed for filing Answers shall be seventy days 

from the date of filing Memorials. The time to be allowed for filing 

Briefs shall be seventy days from the date of filing the Answers. The 
time to be allowed for filing Reply Briefs shall be seventy days from 

the date of filing the Briefs. 
(k%) In those cases in which some pleadings were filed with the Gen- 

eral Claims Commission before the date of signature hereof, the 
Agency which has the right to file the next pleading shall be allowed
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to determine when that pleading shall be filed, taking into considera- 

tion the necessity of complying with the provisions of paragraph (7) 

above. 
(1) In counting the seventy-day periods mentioned in paragraph 

(7) above, no deductions shall be made for either Sundays or holidays. 

The date of filing the above described pleadings shall be considered to 

be the date upon which they shall be delivered at the Embassy of the 

other Government. If the due date shall fall on Sunday or a legal 

holiday, the pleading shall be filed upon the next succeeding business 

day. The two Governments shall, for this purpose, instruct their 

respective Embassies to receive and give receipts for such pleadings 

any week-day between the hours of 10 and 16 (4 p. m.) except on the 

following legal holidays: 

In Mexico In the United States 

January 1 January 1 
February 5 February 22 
May 1 May 30 
May 5 July 4 
September 14 The first Monday 
September 15 in September 
September 16 The last Thursday 
October 12 in November 
November 20 December 25 
December 25 
December 381 

((m) In view of the herein prescribed limitations upon the time 

allowed for the completion of the work of the Agencies and the Com- 

missioners, it is recognized that the success of this simplified plan of 

procedure depends fundamentally upon the prompt and regular filing 

of the pleadings in accordance with the provisions of this section. It 

is agreed, therefore, that any pleading which shall be filed more than 

thirty days after the due date for the filing thereof, shall be dis- 

regarded by the Commissioners and the Umpire, and that the respective 

case shall be considered by them upon the pleadings preceding the 

tardy pleadings, unless, by agreement of the two Governments, the 

continued pleading of the respective case shall be resumed.) 

[(m) It shall not be necessary to attach original evidence to the 

pleadings but all documents submitted as evidence shall be certified as 

true and correct copies of the original, or, in the event that any par- 

ticular document filed is not a true and correct copy, the nature of 

the difference between it and the original copy shall be stated in the 

certificate. | 

[Where the original of any document or other proof 1s filed at any 

Government office on either side, and can not be conveniently with- 

drawn, and no copy of such document is in the possession of the agent 

7189736—52——-82
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of the Government desiring to present the same to the Commissioners 
in support of the allegations set out in his pleadings, he shall notify 
the agent of the other Government in writing of his desire to inspect 
such document. Should such inspection be refused, then the action 
taken in response to the request to inspect, together with such reasons 
as may be assigned for the action taken, shall be reported to the Com- 
missioners and, in turn, to the Umpire mentioned in article 5 of this 
Protocol, so that due notice thereof may be taken. ] 

((n) It shall not be necessary to attach original evidence to the 
pleadings but all documents hereafter submitted as evidence shall be 
certified as true and complete copies of the original, if they be such. 
In the event that any particular document filed is not a true and com- 
plete copy of the original that fact shall be so stated in the certificate. 
The complete original of any document filed, either in whole or in 
part, shall be retained in the Agency filing the document and shall be 
made available for inspection by any authorized representative of the 
Agent of the other side.) 

(Where the original of any document or other proof is filed at any 
Government office on either side, and can not be conveniently with- 
drawn, and no copy of such document is in the possession of the Agent 
of the Government desiring to present the same to the Commissioners 
in support of the allegations set out in his pleadings, he shall notify 
the Agent of the other Government in writing of his desire to inspect 
such document. Should such inspection be refused, then the action 
taken in response to the request to inspect, together with such reasons 
as may be assigned for the action taken, shall be reported to the Com- 
missioners and, in turn, to the Umpire mentioned in article 5 of this 
Protocol, so that due notice thereof may be taken.) 

411.12/1765 : Telegram CO 

The Ambassador in Mexico (Daniels) to the Secretary of State 

Mexico, March 14, 1934—5 p. m. 
[Received 10: 55 p. m.] 

23. Referring to Department’s instruction No. 283, March 9, 1934, 
relating to protocol for general claims, the Foreign Office is unofficially 
agreeable to the draft of protocol suggested by the Department with 
the following changes: 

Page 6 Department’s draft line 6 © after the word “Umpire” omit 
all matter to the end of page. In place thereof substitute a para- 
graph reading substantially as follows: “AJ matters relating to the 
designation of an Umpire, time within which his decisions should be 
rendered and general provisions relating to his work shall be fixed 

© Ante, p. 482, par. 3, 1. 7.
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in a convention to be negotiated under the provisions of article 5 

of this protocol.” 
Page 8 paragraph “d” lines 7 and 15" after the word “Answer” 

insert the following: “and Reply Brief”. This addition would enable 
the responsible [respondent] Government to present rebuttal evidence 
if found necessary. 

Page 9 second line * omit the words “or Umpire”. Page 9 line 
15 * omit all matter after the word “rests” to the end of paragraph. 

Page 14 second line ** omit the words “more than 30 days”. It is 
thought that they may lead to ambiguities in view of the provisions 

of (7) paragraph 6. 
The Foreign Office feels that for the protocol no additional powers 

are required as described in the first paragraph of suggested protocol. 
Does the Department concur in this and the suggested changes in the 

protocol? Please advise by telegraph. 
I had a conference with Foreign Minister Puig this afternoon at 

which I presented the draft of the special claims convention sug- 
gested by the Department in its instruction No. 282 of March 9, 1934. 
Minister Puig indicated that there would be no difficulty regarding 
the protocol of general claims along the lines discussed by Colonel 
Moreno and Licenciado Sierra but that in the draft of the special 
convention the introduction of the Santa Isabel issue reopened a situa- 
tion that would result in difficulties in the Mexican Senate. He stated 
that he had anticipated simultaneous action on the protocol and con- 
vention. Minister Puig stated that he would not be able to discuss 
with President Rodriguez the matter of the general claims protocol 
and of the suggested terms of the special convention until the return 
of the President to Mexico City, who will not return to the city under 
five or six days and that he would see me again on Friday, March 23, 
when he hoped to give to me the views of the President. 

I may add that not much progress can be anticipated in the negotia- 
tion from March 23 to April 1st owing to the annual Spring vacation in 
all government offices. 

DANIELS 

411.12/1765 : Telegram 

The Secretary of State to the Chargé in Mewico (Hawks) 

Wasuineton, March 16, 1934—noon. 

35. Your cables No. 23, March 14, 5 p. m., and No. 24, March 15, 
10 a. m.= Department considering suggested changes but desires 

1 Ante, p. 433, par. (d@), 1. 5 and 12. 
@ Ante, p. 483, par. (ad), 1. 14. 
8 Anite, p. 433, par. (e), 1. 10. 
4 Ante, p. 485, par. (m), 1. 6. 
*TLatter not printed.
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clarification of specific change for page 8. It is meaningless to insert 
“and reply brief” after “answer” in the two lines mentioned in your 

cable. 
Hou 

411.12/1767 : Telegram 

The Chargé in Mexico (Hawks) to the Secretary of State 

Mexico, March 17, 1934—10 a. m. 
[Received 1 p. m.] 

28, Referring to Department’s telegram No. 35, March 16, noon, 
as a result of further conference with Foreign Office officials, changes 
on page 8 would read as follows: lines 10 and 11° “evidence, with 
the Brief and Reply Brief, as rebuts evidence, filed with the Answer 
and Brief, et cetera’. Line 19° would read: “evidence filed with 
the Answer or Brief, the additional evidence”. 

Hawks 

411.12/1765 : Telegram 

The Secretary of State to the Chargé in Mexico (Hawks) 

Wasurncton, March 21, 1934—1 p. m. 

37. Your cables No. 23, March 14, 5 p. m., No. 24, March 15, 10 a. m.,5° 
and No. 28, March 17,10 a.m. Assuming that suggestions contained 
in your 23, March 14, represent official position of Foreign Office, fol- 
lowing comment is submitted for your use in reply thereto: 

1. Department has no serious objection to suggested change on page 
6 of draft Protocol. It is assumed, however, that by “line 6” in first 
paragraph your cable No. 23 is meant “line 5”. Since the suggested 
substitution would occur in Article 5, it is believed that the following 
words at the end of the suggested paragraph “Article 5 of this Pro- 
tocol” might be replaced by “of this Article”. 

2. Department is unable to agree to the proposed change in para- 
eraph (d), page 8, of Protocol, as explained in your 28, March 17, 
10a.m. If evidence is filed by the respondent Government with reply 
brief, it would be necessary to give the claimant Government the right 
to file another pleading in which it could discuss the evidence sub- 
mitted with the reply brief. This would disrupt the whole plan of 
simplified procedure. Paragraph (d), as presented in our draft, con- 
templates that all evidence shall be filed with the Memorial and An- 
swer, except that evidence may be filed with the brief to rebut evidence 
filed with the answer. This would appear to be fair to both sides, and 

* Ante, p. 4838, par. (d), 1.5. 
* Ante, p. 438, par. (d), lL. 12. 
* Telegram No. 24 not printed.
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is in keeping with the desire expressed by both Governments for sim- 

plified procedure. Since the Agent for the defendant Government 
will be obligated to file all of the evidence in defense of the claim with 
the answer, and since the evidence which may be filed with the brief 
will be strictly limited to evidence in rebuttal to that filed with the 
answer, the rights of the respondent Government would be fully pro- 
tected by the procedure set forth in the draft as submitted. It is hoped 
that you will be able to convince the Mexican Government that no 
change in the draft in this respect should be made. 

3. Department has no objection to omission of word “umpire”, sec- 

ond line, page 9. 
4, Department considers that suggestion that all matter following 

the word “rests”, line 15, page 9, to end of paragraph, is too sweeping 
as regards cases in which answers have already been filed. These 
answers were filed under the old system of pleading. Many of them 
consisted merely of a denial of the allegations in memorials. Such 
an answer would not afford the claimant Government sufficient infor- 
mation on which to base an adequate argument in support of the claim 
in the brief, since it would not disclose the factual and legal defenses 
of the respondent Government which, under such circumstances, would 
first appear in the reply brief. It would therefore seem to be only 
fair that in such cases the claimant Government should have an oppor- 
tunity, if it should so desire, to file a counter-brief. You may, if neces- 
sary, compromise on the Mexican proposal by omitting from line 16, 
page 9, the words “or hereafter filed”. Such a change would limit the 
filing of counter-briefs to those cases in which the answers have 
already been filed. | 

5. Page 14, line 2. Department considers that the 30-day provision 
is desirable, and will be found to be most helpful to the Agents of both 
Governments at times when, because of involved nature and number 
of pleadings under consideration, or other unforeseeable contingencies, 
it may be difficult to file all the pleadings within the time specified in 
paragraph (j) of Article 6. It is believed that a comparison of the 
reasons for and advantages in retaining the provision with those 
against it should satisfy the Mexican authorities that it should be re- 
tained. For assistance to you in the discussion of the subject with 
the Mexican authorities, see also the comments on pages 12 and 13 of 
instruction 283, March 9.°° 

6. Department concurs in view of Foreign Office that no additional 
powers are required for the signing of the Protocol, as implied by the 
first paragraph draft. The reference to full powers may be omitted. 

%. It is hoped that the Protocol may now be agreed upon, with only 
those changes indicated herein. 

8. Special Convention : 

Ante, pp. 428-429. |
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The Department notes your report regarding the Santa Isabel cases. 
For the reasons stated in paragraph beginning at bottom of page 2 of 
instruction No. 282, March 2 [9], Department feels very strongly that 
some provisions should be made for these cases. Department is not 
so much concerned as to the form that such provision shall take so long 
as the desired results are attained. 

You are requested to urge this point as vigorously as possible, since 
failure to make some provision for the Santa Isabel cases, in view of 
the fact that an allowance was made to the British Government in 
cases growing out of the same incident, might greatly jeopardize the 

: chances for obtaining Senatorial approval of the Convention. 
You are, of course, aware of the necessity for prompt action, par- 

ticularly with respect to the Protocol concerning general claims, in 
view of the fact that appropriations will have to be obtained for the 
expenses of this Government. And that should be effected if possible 
during present session of Congress. 

Hoy 

411.12/1769 : Telegram 

Lhe Chargé in Mexico (Hawks) to the Secretary of State 

Mexico, March 22, 1934—5 p. m. 
[Received 10: 30 p. m.] 

30. Referring to Department’s telegram No. 87, March 21, 1 p. m. 
As Embassy’s No. 1224, March 16, 1934 ® is not mentioned in the De- 
partment’s telegram it would seem that despatch had not been re- 
ceived at the time the Department’s instructions were drafted and that 
reasons advanced by the Foreign Office for suggested changes and dis- 
cussed in enclosure 6 of despatch had not been taken into consideration. 
Does reading of despatch and enclosure change the point of view of 
the Department ? 

In connection with special convention mentioned in paragraph 8 of 
the Department’s telegram the Embassy does not understand “Notes 
your recommendations regarding Santa Isabel cases”. It has re- 
frained so far from submitting to the Department any reasons pending 
receipt of an official answer from the Foreign Office. The Embassy 
has only transmitted the first impression of the Foreign Minister as 
communicated verbally to the Ambassador. Foreign Minister in- 
formed Embassy on March 17 that as President was not returning to 
Mexico City as originally planned the question of the protocol and 
convention would be taken up through the Secretary to the President 

° Ante, p. 415, paragraph beginning “Second, Claims decided .. .” 
*' Despatch and its enclosures not printed.
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who left Mexico City this morning to confer with the Executive and 
that the Embassy would be advised as soon as decision of the President 

was known. 
Hawks 

411.12/1771 : Telegram 

The Ambassador in Mexico (Daniels) to the Secretary of State 

Mexico, March 24, 1934—5 p. m. 
[Received 10:25 p. m.] 

33. At a conference today with the Minister of Foreign Affairs he 
informed me he could not discuss definitively terms of protocol and 
of special convention until he had heard from President Rodriguez 
who is still away. He gave me an advance copy of changes in the 
Department’s draft on the special convention which he had submitted 
to the President with his recommendations. Briefly the changes 
cover: article I to simplify language; article III reducing rate of 
interest, although there is no commitment to accept the principle of 
interest; article IV prescribing procedure for duplicated claims; article 
VI making certain reservations regarding evidence. I brought up 
again the matter of Santa Isabel cases reaflirming the views of the 
Department as communicated in the Department’s instruction Num- 
ber 282 of March 9, and its telegram Number 37, March 21, 1 p. m. 
Foreign Minister informed me he could not reopen these cases which 
he considered closed by the decision of the Commission. I also men- 
tioned the views of the Department in its telegram Number 387, of 
March 21 covering changes in protocol. J oreign Minister informed 
me he would have to await recommendations from his advisers who 
are away for the Spring annual vacations as reported in the Em- 

.  bassy’s telegram Number 23 of March 14. Memorandum of conversa- 
tion being forwarded by air mail despatch leaving here Sunday.” 
Translation of proposed changes in draft of special convention and 
my comments thereon will be forwarded by air mail Tuesday. Foreign 
Minister made no other reference to protocol. 

| DANIELS 

411.12/1769 : Telegram 

The Secretary of State to the Ambassador in Mexico (Daniels) 

Wasuineton, March 26, 1934—1 p. m. 

41. Your 30, March 22,5 p.m. Despatch 1244 [1224] was not re- 
ceived before cable No. 37 of March 21 was sent but, having now been 
received, does not seem to necessitate any change in that cabled instruc- 

* Not printed.
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tion. Department feels that the further concessions offered in that 
cable are all that are consistent with an orderly, fair and rapid ap- 
praisal of the claims and that signing of the protocol on that basis 
should be expedited. Otherwise a whole year will be lost from in- 
ability to obtain appropriation before adjournment of Congress. 

Santa Isabel Claims—Cable No. 37, March 21, should have read 
“notes your report regarding”. 

Hou 

411.12/1776 

The Ambassador in Mexico (Daniels) to the Secretary of State 

No. 1267 Mexico, March 26, 1934. 
[Received March 29. | 

Sir: I have the honor to refer to the Embassy’s telegram No. 33 of 
March 24, 1934, 5 p. m., in which I made a brief report of the changes 

suggested informally by the Minister for Foreign Affairs in the De- 
partment’s draft of a Convention for the en bloc settlement of Special 
Claims. I also refer to the Embassy’s airmail despatch No. 1265 of 
March 24, 1934,® giving the substance of the conversation I had on 
that date with the Minister for Foreign Affairs. 

I now forward copy of the informal document given me by the 
Minister and embodying his suggested changes, a translation thereof, 
and a copy of the Department’s draft of the entire Convention with 
the changes suggested underscored.“ . 

At the same time, I am adding some observations on certain points 
of the Department’s draft of the Convention which accompanied the 
Department’s instruction No. 282 of March 9, 1934. 

The draft of the Convention under Article IV, Section IV, refers 
to “Claims Withdrawn”. The original proposal from the Foreign 
Office provided for certain deductions including among others “Claims 
Withdrawn”. The Department’s draft of a Convention to carry out. 
the general plan proposed by the Foreign Office also provides for 
“Claims Withdrawn”. However, the Department’s interpretation of 
the term “Claims Withdrawn”, as specified on page 2 of the Instruc- 
tion, is to the effect that there are included only claims withdrawn by 
the American Agent because they had been filed too late and not 
claims withdrawn by claimants themselves because of independent 
settlements with the Mexican Agent or for other reasons (underscored, 
supplied). 

Under “Withdrawn Claims” two groups should be taken into con- 
sideration. One group includes 114 claims aggregating $10,159,922. 

“Not printed. 
“Latter not printed. Oo -
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which were docketed provisionally and the filing of which was dis- 
approved by the Commission in its decision No. 8 of April 24, 1931 
(Opinion[s] of Commissioners, Special Commission, p. 39). The 
other group includes 40 claims aggregating $1,635,117. which the 
records of the Commission show have been withdrawn already by the 
Agent of the United States. A list of these claims is attached as 
enclosure 4. Under the Department’s interpretation of the terms 
“Claims Withdrawn”, this last group could not be deducted, notwith- 
standing the fact that they have been withdrawn already. 
From discussions held in the past with the representatives of the 

Foreign Office, it would appear that these 40 claims are among those 
that they consider should be deducted. 

Due note has been taken of the views of the Department that the 
examination of duplicated claims and the determination of which are 
general and which are special might be postponed for years (page 2, 
instruction No. 282). The following observations are made in 
connection therewith: 

The terms of the General Claims Convention and of the Special 

Claims Convention, the one hundred and thirty nine decisions ren- 
dered by the General Claims Commission, and the policy followed by 
the American Agency in the memorialization of 933 General and 
Special claims, which include about 228 cases that have been filed 
General and Special, establish sufficient precedents for determining 
now in the majority of the cases which claims are General and which 
are Special. 

Reference is also made to the analysis of General and Special Claims 
submitted with the Embassy’s despatch No. 1135 of February 23, 1934, 

and to the supplementary analysis submitted with this despatch 
(Enclosure 5) .® 

It would appear from the latest estimate that of the 1072 claims 
aggregating $268,888,509, that have been filed General and Special, 
approximately 326 for $182,413,089. are General Claims and 746 for 
$86,475,420. are Special Claims. Under the circumstances the post- 
ponement for two or more years to determine the exact classification 
of claims is not deemed advisable. 

I have presented and urged, in writing and orally, the views of the 
Department that in deducting the amount of the adjudicated claims, 
the Santa Isabel claims should be excluded. I have reported to the 
Department the position of the Minister for Foreign Affairs that he 
could not entertain any reopening of the Santa Isabel cases which were 
dismissed by the decision of the Special Claims Commission. | 

“Not printed.
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I desire to set forth my understanding of the case. The American 
and British claims were presented, argued and adjudicated by cor- 
responding Claims Commissions. The American presentation of the 
cases was based on the contention that the liability of Mexico was fixed 
under paragraphs 2 and 3 of Article III of the Convention, acts of 
forces. The British presentation was based on paragraph 5 which 
involves lack of protection. The decision of the American Commis- 
sion did not support the contention by the American Agent and the 
cases were dismissed. The decision of the British Commission con- 
firmed an agreement between Agents, which provides for the payment 
of an indemnity amounting to 39,000 gold pesos for the two cases in- 
volved. The two judicial decisions are the results of different presen- 
tations. Moreover, Article VIII of the Special Convention specifies 
that the High Contracting Parties agree to consider the decisions of the 
Commission as final and conclusive. I am enclosing a brief summary 
reviewing the decisions rendered by the American and British Com- 
missions on the Santa Isabel cases (Enclosure 6). 

Under the circumstances, it appears to me that the Santa Isabel 
claims are res adjudicata, and that we ought not to press this point. 

From past statements of the Foreign Minister and of his advisers 
it would appear that they will insist upon the simultaneous signing of 
the Protocol for General Claims and of the Convention for the en bloc 
settlement of the Special Claims. There has been discussed informally 
between Mr. Sierra and Colonel Moreno the possibility of exchanging, 
at the time of the signing of the Protocol, notes providing for settle- 
ment of the American Special Claims on the same basis as the settle- 
ment made with European countries for similar claims, and specifying 
that the details of the settlement would be covered in a Convention to 
be signed later. 

I await the instructions of the Department on the changes to the 
Special Convention that have been suggested informally by the Min- 
ister for Foreign Affairs, in advance of the President’s decision on 
the matter, and on the other points raised in this despatch. 

Respectfully yours, JOSEPHUS DANIELS 

[Enclosure—Translation] 

Modifications of Special Claims Convention as Suggested by the 
Mexican Minister for Foreign Affairs (Puig) 

Articie I 

The claims of the United States of America covered by the Special 
Convention shall be adjusted, settled and forever thereafter barred 

* Not printed.
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from further consideration, by the payment by the Government of 
Mexico to the Government of the United States of a sum of money 
which shall equal the same proportion of the total amount claimed by 
the United States in all such cases (after the deductions provided for 
in Article IV hereof), as the proportion represented—in respect to the 
total sum claimed by the Governments of Belgium, France, Germany, 

Great Britain, Italy and Spain—by the total amount found to be due 
from the Mexican Government in the settlement of similar claims and 
under the Conventions concluded with those Governments by the Gov- 
ernment of Mexico during the years of ... ® 

To determine said general average percentage resulting from the 
settlements with said countries for similar claims, the classic arith- 
metical procedure shall be used, that is to say, the total amount 
awarded to Belgium, France, Germany, Great Britain, Italy and Spain 
shall be multiplied by 100 and the product shall be divided by the total 

amount claimed by said countries. 
Having thus determined the general average percentage, in order 

to ascertain the amount that Mexico should pay to the United States, 

said percentage shall be multiplied by the total amount claimed by the 

United States (after the deductions provided for in Article IV of this 
Convention) and the resulting product shall be divided by 100. 

Articte ITT 

Deferred payments, by which term is meant all payments made after 

January 2, 1935, shall bear interest at the rate of one-fourth of one 

percent per annum for the first year counting from January 1, 1935, 

and an additional one-fourth of one percent for each additional year 

until the maximum of one percent is reached, which shall be applied 

beginning January 1, 1939. 

ArricLe IV 

Fourth Clause .. .© 
From the claims registered for the same reason with both Com- 

missions, there shall be deducted the total amount of all claims that 
in fact or apparently should have been registered only with the Gen- 
eral Claims Commission established by the Convention of September 8, 
1928. 

The determination of claims that ought to be withdrawn from the 

Special because in fact or apparently they should have been registered 

only with the General for prosecution and adjudication does not 
prejudice the jurisdiction and validity of said claims, which shall be 

~ * Qmission indicated in the original.
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determined in each case when examined and adjudicated in accord- 
ance with the provisions of the General Claims Convention of Septem- 

ber 8, 1924 and Protocol of 1934. 

Articitz VI 

. . .” leaving to the judgment of the Mexican Government the fur- 
nishing of originals or certified copies thereof and with the specific 
reservation that no documents shall be delivered which owing to their 
nature cannot be furnished by said Government. 

411.12/1776: Telegram 

The Secretary of State to the Ambassador in Mexico (Daniels) 

WasHincton, March 31, 1934—4 p. m. 

44, Your cable 33, March 24, 5 P. M. and despatches Nos. 1265 and 
1267." Efforts are being made to conclude the work of Congress 
expeditiously to enable it to adjourn as early as possible in May. To 
obtain appropriation for Mexican claims work it is necessary first to 
have enacted an authorization for appropriation and subsequently the 
appropriation proper, in other words, two enactments. This will 
probably be impossible of accomplishment unless General Claims 
protocol is concluded promptly. There appear to be no differences 
of importance on the protocol and it is therefore desired that you use 
your utmost endeavors to conclude it before end of week beginning 
April 2. You may, at time of signing protocol, as suggested in your 
despatch No. 1267, write a note giving assurance that “my Govern- 
ment agrees that there shall be concluded as promptly as possible a 
convention providing for a settlement of the Special Claims of the 
United States by the payment by the Government of Mexico of a sum 
equivalent to the same percentage of the amount of the claims in 
question as the amount found to be due on the similar claims of 
Belgium, France, Germany, Great Britain, Italy and Spain corre- 
sponds to the total amount claimed by those countries in claims prop- 
erly filed before the respective commissions.” Since Mexican com- 
ments on proposed Special Claims Convention are only tentative 
Department prefers to reserve final consideration thereof until you 
advise of definite views of Mexican Government after consultation 
with the President. 

Omission indicated in the original. 
= No. 1265 not printed.
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Before signing protocol cable text of all paragraphs containing any 
changes from form of enclosure 2 with instruction No, 283 of March 
9 in order to avoid any important misunderstandings. 

: Jshuns 

411.12/1777: Telegram 

The Ambassador in Mexico (Daniels) to the Secretary of State 

Mexico, April 2, 198344 p. m. 
[Received 8: 50 p. m.] 

34. Department’s telegram No. 44, March 31,4 p.m. Colonel Mo- 
reno conferred this morning with Licenciados Sierra and Rabasa of 
Foreign Office regarding instructions of the Department in its tele- 
gram No. 37, March 21, 1 p. m., on changes to protocol. Following 
results on various paragraphs of said telegram. 
Paragraph 1, substitution of the words “[of] this Article” for 

“Article 5 of this Protocol” is accepted. 
Paragraph 2, Foreign Office proposal providing for introduction of 

evidence with reply brief is withdrawn, consequently paragraph (d) 
remains as drafted by the Department. 

Paragraph 4, Foreign Office proposal suggesting omission of all 
matter following the word “rest[s]” is wi*’.drawn; Department’s 
proposal that words “or hereafter filed” line 16, page 9 be omitted is 

| accepted. 
Paragraph 5, Foreign Office urges omission of the words “more than 

30 days” because it conflicts with provisions of (¢) which prescribes 
that all memorials should be filed within the first 17 months and of 
(7) which fixes 70 days for the filing of pleadings and of briefs. 
Regarding the signing of protocol prior to signing of special con- 

vention Licenciado Sierra stated that simultaneous signing was con- 
templated under existing policies of the Minister. The matter of an 
exchange of notes as set forth in the Department’s telegram 44 was 
discussed. Foreign Office considers Department’s draft of notes not 
entirely satisfactory because it is not sufficiently specific. Moreno 
and Sierra will work on a formula that might be incorporated in a 
note. Consideration being [apparent omission] to include in formula 
Articles I and IV, without reference to amounts of draft, of special 
convention as amended by the Foreign Office (see enclosure 3, Em- 
bassy’s despatch 1267, March 29 [26], 19347), matter will then be 
discussed by Foreign Minister and myself after former has conferred 
with the President who has just returned to the City. Will telegraph 
formula and the result of my conference with Dr. Puig. 

, DANIELS 

” Enclosure 3 to despatch No. 1267 not printed.
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411.12/1777 : Telegram 

The Secretary of State to the Ambassador in Mexico (Daniels) 

Wasuineron, April 3, 1934—6 p. m. 

45. Your 34, April 2,4 p.m. Department feels you should have no 
difficulty in persuading Foreign Office that omission from Paragraph 
6, subparagraph (m) of Protocol of the words “more than 30 days” 
leaves the rules governing dates for filing pleadings absolutely in- 
flexible with the probably inevitable consequence that unnecessary 
difficulties will arise and disputes result in cases in which it becomes 
impossible to file pleadings exactly on due dates. It is not, of course, 
contemplated that the 30-day relaxation provision shall apply to me- 
morials nor be availed of in subsequent pleadings except in cases of un- 
foreseen emergency. Consequently the objections offered by Mexican 
Government are more theoretical than real. The purpose of the whole 
protocol is to facilitate disposition of the claims without causes for 
friction or misunderstanding and for that reason it is felt that the 
omission of the words “more than 30 days” would be out of harmony 
with the whole spirit of the agreements. This clause cannot result 
in any inconvenience to either side nor prolong the general work, and 
the advantages of such a small degree of flexibility of procedure should 
be obvious. 

In drafting notes regarding Special Claims Convention which are 
proposed to be exchanged at time of signing protocol, the possibility 
of having individual claims carefully checked both as to amount and 
jurisdiction before definitely fixing total amount of Special Claims 
liability should be preserved. Department cannot agree that definite 
determination as to whether particular claims are special or general 
and the definite percentage of liability can be determined in present 
haste of negotiations. These are vitally important matters which 
do not need to be determined at present and which must be determined 
more leisurely. Reference is made in this connection to page 3 of your 
despatch 1267." 

Huby 

411.12/1778 : Telegram 

The Ambassador in Mexico (Daniels) to the Secretary of State 

Mexico, April 4, 1934—4 p. m. 
[Received April 5—12: 23 a. m.] 

35. 1. Referring to Department’s telegram No. 45, April 3, 6 p. m. 
Foreign Office withdraws its prior proposal that 30-day period be 
omitted notwithstanding that it feels that such a provision is in some 
aspects in conflict with other terms of the protocol. 

® Ante, p. 442.
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2. Yesterday and today I conferred with Minister of Foreign Af- 
fairs. He would have preferred simultaneous signing of protocol for 
general claims and of convention for special completed in accordance 
with the expressed previous views of the President. However, in 
the spirit of cooperation he is agreeable to an exchange of notes at the 
time of signature of protocol and pending further negotiations and 
early conclusion of a convention. He is willing to accept a note 
couched in terms of his suggested changes in Articles I and IV of the 
Department’s draft of convention. The preamble of note would read 
as follows: 

“In signing the protocol for the further evaluation of claims pre- 
sented by the Government of the United States and Mexico under the 
terms of the General Claims Convention of September 8, 1923, my 
Government agrees that there shall be concluded as promptly as pos- 

‘ sible a convention providing for the en bloc settlement of the claims 
of the United States covered by the Special Claims Convention of 
September 10, 1923, said settlement to be in accordance with the fol- 
lowing general principle.[”] Paragraph A would be substantially 

Article I of enclosure 3, despatch 1267. Paragraph B would read: 
First, claims withdrawn; second, claims decided; third, as in Depart- 
ment’s draft; fourth, as shown on page 4 of enclosure 38. Paragraph 

C would read: “The proportionate amount to be paid under A and the 
deductions to be under B shall be determined by a representative duly 
appointed by each Government, whose joint report, after due confer- 
ence and consideration, shall be accepted as final.” It will be seen 
that paragraph C above incorporates certain provisions of the treaty. 

38. Careful check of English and Spanish texts of the protocol has 
been made with Foreign Office. Some changes have been approved 
heretofore by the Department. Others are designed to clarify and 
convey the equivalent Spanish term. 

Referring to enclosure Department’s instruction No. 283 of March 
9, 1934, the following changes should be noted: Page 3 line 15 ™ to read 
“sioned June 18, 1932.” Page 6 line 4” omit all from “the umpire 
shall be required, et cetera, to the end of the section.” Substitute the 
following “whose written decisions shall also be accepted by the two 
Governments as final and binding. All matters relating to the desig- 
nation of an Umpire, time within which his decisions should be ren- 
dered and general provisions relating to his work shall be fixed in a 
convention to be negotiated under provisions of this Article.” Page 
7 line 15 ® substitute “English or Spanish” for the word “language.” 

Page 8 lines 15 ” omit the words “two”—“or umpire.” Page 9 line 5 

™ Ante, p. 431, par. 8, 1. 5. 
® Ante, p. 482, par. 3, 1. 9. 
6 Ante, p. 488, par. (c), 1. 7. 
™ Ante, p. 433, par 6. 
* Ante, p. 433, par. (e), 1. 7.
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omit “the existence and significance of the facts which it considers to be 
established by the evidence and the principles of law upon which the 
defence of the cases rests”, substitute therefor “the facts in the case and 
legal principles upon which the defence of the case rests.” This 
phraseology corresponds to that used in lines 2 and 3” of the same 
page. Page 9 line 9® omit the words “or hereafter filed.” Page 12 
line 1 ** substitute the word “document” for “pleading”, line 15 *? add 
the words “of both countries.” Page 13 line 15 * substitute the word 
“present” for “attach”, line 16 * omit the words “to the pleadings”. 
Page 14 line1® designate as paragraph “O” from “the complete origi- 
nal et cetera, to the end of the sentence.” Page 14 line 6 * designate as 
paragraph “P” all of paragraph beginning “where the original, et 
cetera”. Throughout the protocol insert the words “and brief” after 
the word “pleadings” in order to convey the same meaning in Spanish. 
Will forward by air mail complete text of protocol and note.2?7 Would 
appreciate Department’s instructions at the earliest practicable date. 

DANIELS 

411.12/1778 : Telegram 

The Secretary of State to the Ambassador in Mexico (Daniels) 

Wasurineron, April 7, 1934—1 p. m. 

4%. Your No. 35, April4,4p.m. If, as appears, your cable includes 
all suggested changes in our draft of Protocol, it would seem to be ac- 
ceptable as now agreed upon by Mexico. However, before authorizing 
you to sign, Department desires to check air mail copy. 

With reference to proposed exchange of notes regarding Special 
Claims Convention, it is to be observed that these notes, as drafted, in- 
clude those terms of the Convention which Mexican Government de- 
sires but omit all reference to those provisions in which this Govern- 
ment is interested. Exchange of notes in these terms would leave 
this Government in an embarrassing position with reference to the 
balance of the Convention and, as it is believed that sufficient time re- 
mains to obtain appropriation if Protocol and Convention can be 
signed by middle or end of next week, Department desires you to do 
utmost possible with a view to concluding both agreements within that 
time in accordance with the following suggested changes in the Special 

Claims Convention. 

_” Ante, p. 4338, par. (e), 1. 5. ” 
° Ante, p. 433, par. 7, 1. 10. 

Ante, p. 435, 1. 1. 
? Ante, p. 435, 1. 18. 
8 Ante, p. 436, 1. 9. 
4 Ante, p. 486, 1. 9. 
® Ante, p. 436, 1. 14. 
% Ante, p. 436, par. 2, 1. 1. 
* Not printed.
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Referring to form of Convention contained in enclosure 3 with your 
despatch No. 1267, following should be added to first paragraph of 
Article I: “In computing the total sum claimed by the Governments 
mentioned above, deduction shall be made of all claims corresponding 
to those mentioned in paragraphs first and third of Article IV here- 
of.” This is essential to avoid possibility of computing European 
percentage on a total of claims including those corresponding to de- 
ducted American claims, which would not, of course, be in accordance 
with the present understanding of the two Governments. 

Article II. No changes. 
Article IIT. Add “In the event of failure to make annua! pay- 

ments when due, however, this rate shall be increased at the rate of 
one-fourth of one percent per annum on the amount of deferred pay- 
ments during the period of any such delay until a maximum add1- 
tional rate of three percent on such overdue amounts is reached.” 

Article IV. No change except elimination of amounts in para- 
graphs first and second, but paragraph fourth, as redrafted, is not 
clear. Please cable at once origin and intent of this latter paragraph, 

whereupon further comments will be sent you. 
Article V. Should read “The total amount of the special claims 

of the United States, as well as the deductions to be made therefrom, 
in accordance with Article IV above, and the proportionate amount 
thereof to be paid in accordance with Article 1 above, shall be deter- 
mined, et cetera,” continuing as quoted in your cable No. 35. Since 
no gross amount of special claims is fixed in the Convention, this 
change is necessary to make clear the powers and duties of the Com- 
mittee referred to in Article V. 

Article VI. Mexican amendment is accepted, but understanding 
should be arrived at in writing to the effect that the reservation with 
respect to the evidence will not be availed of to deprive the United 
States of such evidence except in cases in which the withholding 
thereof may be required by considerations of real political importance 
to the Government of Mexico. This understanding is considered 
necessary as a reasonable control upon the judgment of such, now un- 
known, persons as may have the decision in these matters in the future 
and may not be in harmony with the spirit which pervades the 
negotiation of these agreements. 

Please emphasize, in connection with the foregoing, that every con- 
cession possible is being made to meet the wishes of the Mexican Gov- 
ernment in the matter of the simultaneous signing of the two agree- 
ments, pointing out that the Department has abandoned further 
contention with respect to the obvious discrimination against this 

* Wnclosure 3 with despatch No. 1267 not printed; but see American draft, p. 
419, and the draft as modified by the Mexican Minister for Foreign Affairs, p. 444. 
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Government in Santa Isabel cases, also by reduction of interest to a 
maximum of one percent, except in case of default, and in the matter 
of evidence. With these concessions it is not believed you should en- 
counter much difficulty in obtaining prompt agreement to the Con- 
vention in amended form. Please use your full resources and ingenuity 
to avoid further formal exchange of views on the matter of interest. 
The purpose of the indicated addition to Article ITI will be obvious 
to you, and it is hoped that you will, if necessary, use your full per- 
sonal influence to obtain acceptance of this amendment. 

Confident of your ability to conclude Convention on the indicated 
bases after a further clarification of paragraph 4 of Article IV, full 
powers are being sent in order that signature may be consummated 
at earliest possible date. 

HULL 

411.12/1780 : Telegram 

The Ambassador in Meuico (Daniels) to the Secretary of State 

Mexico, April 9, 1934—4 p. m. 
[Received 9:03 p. m.] 

38. Referring to Department’s telegram No. 47, April 7, 1 p. m. 
Minister of Foreign Affairs agrees to following Department’s changes 
to Special Convention: 

In Article III to interest; in Article IV to omission of amounts; 
Article V as revised by the Department. Agreeable to an exchange 
of notes in the sense of the Department’s interpretation of Article VI. 
Regarding proposed addition to Article I, Minister takes position 
that suggested insertion introduces a new stipulation in the principle 
of a settlement based on the general percentage average of the settle- 
ments with European nations approximately 2.6 percent and it will 
require further study of the effect of the proposal and subsequent 
consultation with the President before he can give decision. If pro- 
posed change in Article I is eliminated he is ready to sign convention. 

With reference to statement in the Department’s telegram regarding 
present understanding of the two Governments may I point out that 
from the beginning of en bloc negotiations the discussion has been 
predicated on a settlement based on a general average of approximately 
2.6 percent without any mention of any deduction to European claims 
as in the case of American claims. Any disadvantage accruing to 
American claimants is more than compensated by provisions of the 
convention to the effect that the deduction of claims duplicated on 
jurisdiction grounds will be determined later by joint committee in- 
stead of deducting 50 percent of the value of duplicated claims as 
originally proposed.
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Regarding section 4 of Article No. IV, it was originated by the 
Foreign Office which advises that it is intended to make clear that 
in eliminating from the proposed convention those claims that might 
be general the final jurisdiction and validity of such claims should 
be determined by the terms of the General Convention and protocol 
and not by any provision of the convention under consideration. 

In view of the substantial progress made in today’s negotiations 
towards a final convention and of my understanding of the antecedents 
I earnestly hope that the Department will agree to the omission of the 
change in Article I otherwise the negotiations will be delayed with 
no assurance of gaining the point. I await the instructions of the 
Department. 

DANIELS 

411.12/1780: Telegram 

The Secretary of State to the Ambassador in Mexico (Daniels) 

Wasuineton, April 11, 1934—11 a. m. 

50. Your cable No. 38 and despatch No. 1301, April 5. Form of 
protocol with that despatch will be correct for signature after the 
following verbal changes. [Verbal changes which here follow are 
omitted. | 

It is feared that there is a misunderstanding regarding proposed 
addition to paragraph 1, Article I of the Convention. The funda- 
mental principle underlying the en bloc settlement of special claims 
is, of course, equality of treatment with European countries. Clearly, 
such equality would not result by computing the percentage of pay- 
ment on different bases for European countries and for the United 
States. Since the total of our special claims is approximately three 
hundred millions, a difference of one-half of one percent in the basic 
rate amounts to one and one-half million dollars of liability. It is 
therefore of the greatest importance that the calculation of the basic 
percentage of liability shall be done with accuracy. It has been as- 
sumed all along, of course, that the same method of computation 
would be applied to European claims as to American claims—other- 
wise the basic consideration of equality would be destroyed. The in- 
dicated addition was suggested merely for the purpose of removing 
any doubts on this subject at the time of actual computation by the 
Joint Committee provided for in Article V of the Convention. It 
is incomprehensible how the Mexican Government can think this addi- 
tion involves any change of principle. While, as you say, there have 
been certain discussions with respect to a “general average of approxi- 

*° Despatch No. 1801 not printed. _
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mately 2.6 percent”, it has been the basic theory that the question 
of approximation must be reduced to a certainty by the Joint Com- 
mittee. That process requires a precise formula. It is only desired 
that that formula should represent the basic principle of the Conven- 
tion, namely, equality of treatment. With this explanation, it is be- 
lieved the objection of the Mexican Government will be admitted to be 
untenable. 

With reference to paragraph 4 of Article IV of the Convention 
please note the following: supposing claim A for $100,000 is elimi- 
nated from special claims settlement because it “in fact or apparently 
should have been registered only with the General Claims Commis- 
sion”, but suppose the Commissioners provided for in the protocol 
should, in applying General Claims Convention, as provided in this 
provision, find they have no jurisdiction because claim is actually 
special. The result would be, of course, complete elimination of that 
claim from both sides as basis for possible liability. That fact will 
doubtless establish the necessity for alteration in the terms of Mexico’s 
proposed substitute for paragraph 4, Article IV. 

The provision, as originally drafted, was based on the theory that 
the Commissioners or Umpire having definitely determined in advance 
which claims were properly classified as general claims before the 
Joint Committee would be called upon to make the final computation 
of liability on the special claims. In view of the apparent desire of the 
Mexican Government to have the Joint Committee begin its work 
promptly after exchange of ratifications of the Convention, this Gov- 
ernment would be willing to accept Mexico’s substitute for paragraph 
4, Article IV with the following addition thereto: “or the Special 
Claims Convention of September 10, 1923 and the Protocol of June 
18, 1932, in the event it shall be found by the Commissioners or Umpire 
to have been improperly eliminated from the special claims settle- 
ment”. This seems to be the only means of avoiding the unfortunate 
possibility indicated above. Also add “case” after “determined in 
each” in third line from bottom of this provision as contained in En- 
closure 8 with despatch 1267 and also correct the date from 1924 to 
1923.%° 

Full powers to sign convention will be sent you as soon as President 
returns to Washington. Meanwhile confirmation copy of convention 
as amended herein and heretofore will be sent you by air mail. 

Hou 

* Mnclosure 3 with despatch No. 1267 not printed; but see article IV of the 
draft of the convention as modified by the Mexican Minister for Foreign Affairs, 
pe : whe word “case” had been inadvertently omitted from the draft under
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411,12/1780 

The Secretary of State to the Ambassador in Mexico (Daniels) 

No. 821 Wasuineron, April 11, 1934. 

Sir: Referring to the Department’s cable No. 50 of April 11, 1934, 

there is enclosed herewith a final draft of the proposed Special Claims 
Convention embodying all the amendments heretofore agreed upon 
and those indicated in the above mentioned cable. 

It is desired that you check this copy very carefully and advise the 
Department of any changes therein before it is finally signed. 

Very truly yours, For the Secretary of State: 
R. Watton Moors 

[Enclosure ] 

Draft of Special Claims Convention 

The United States of America and the United Mexican States, de- 
siring to settle and adjust amicably the claims comprehended by the 
terms of the Special Claims Convention concluded by the two Govern- 
ments on the 10th day of September, 1923, without resort to the method 
of international adjudication provided by the said agreement, have 
decided to enter into a Convention for that purpose, and to this end 
have nominated as their Plenipotentiaries: 

The President of the United States: 
The Honorable Josephus Daniels, Ambassador Extraordinary and 

Plenipotentiary of the United States of America in Mexico, and 
The President of the United Mexican States: 
The Honorable José Manuel Puig Casauranc, Secretary of State for 

Foreign Affairs, 
Who, after having communicated to each other their respective 

full powers, found to be in due and proper form, have agreed upon 
the following articles: 

Articie I 

The claims of the United States of America covered by the Special 
Claims Convention shall be adjusted, settled and forever thereafter 

barred from further consideration, by the payment by the Gov- 
ernment of Mexico to the Government of the United States of a sum 
of money which shall equal the same proportion of the total amount 
claimed by the United States in all such cases (after the deductions 
provided for in Article IV hereof), as the proportion represented— 
in respect to the total sum claimed by the Governments of Belgium, 
France, Germany, Great Britain, Italy and Spain—by the total 
amount found to be due from the Mexican Government in the setile-
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ment of similar claims and under the conventions concluded with 
those Governments by the Government of Mexico during the 
years .... In computing the total sum claimed by the Govern- 
ments mentioned above, deduction shall be made of all claims cor- 
responding to those mentioned in paragraphs “first” and “third” of 
Article IV hereof. 

To determine said general average percentage resulting from the 
settlements with said countries for similar claims, the classic arith- 
metical procedure shall be used, that is to say, the total amount 
awarded to Belgium, France, Germany, Great Britain, Italy and 
Spain shall be multiplied by 100 and the product shall be divided 
by the total amount claimed by said countries. 
Having thus determined the general average percentage, in order 

to ascertain the amount that Mexico should pay to the United States, 
said percentage shall be multiplied by the total amount claimed by 
the United States (after the deductions provided for in Article IV 
of this Convention) and the resulting products shall be divided 
by 100. 

Articie IT 

The amount provided for in Article I above shall be paid at Wash- 
ington, in dollars of the United States, at the rate of $500,000 per 
annum, beginning January 1, 1935, and continuing until the whole 
amount thereof shall have been paid. 

Articie III 

Deferred payments, by which term is meant all payments made 
after January 2, 1935, shall bear interest at the rate of one-fourth 
of one percent per annum for the first year counting from January 1, 
1935, and an additional one-fourth of one percent for each additional 

_ year until the maximum of 1 percent is reached which shall be ap- 
plied beginning January 1, 1939. In the event of failure to make 
annual payments when due, however, this rate shall be increased 
at the rate of one-fourth of 1 percent per annum on the amount 
of deferred payments during the period of any such delay until a 
maximum additional rate of three percent on such overdue amounts 
is reached. 

ArricLte IV 

In computing the total amount of claims mentioned in Article I 
above, there shall be deducted from the total amount of all special 
claims filed by the United States under the terms of the Special 
Claims Convention of September 10, 1923, the following items: 

First: Claims withdrawn. 

Second: Claims decided. | |
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Third: One-half of the amount represented by the total claimed 
in all cases in which the same claim has been filed twice, either 
for the same or for different amounts, with the Special Claims Com- 
mission. 

Fourth: From the claims registered for the same reason with both 
Commissions, there shall be deducted the total amount of all claims 
that in fact or apparently should have been registered only with 
the General Claims Commission established by the Convention of 
September 8, 1923. The determinations of claims that ought to be 
withdrawn from the Special because in fact or apparently they should 
have been registered only with the General for prosecution and adjudi- 
cation does not prejudice the jurisdiction and validity of said claims, 
which shall be determined in each case when examined and adjudi- 
cated in accordance with the provisions of the General Claims Con- 
vention of September 8, 1923 and Protocol of 1934, or the Special 
Claims Convention of September 10, 1923, and the Protocol of June 
18, 1932, in the event it shall be found by the Commissioners or Um- 
pire to have been improperly eliminated from the Special Claims 
settlement. 

ARTICLE V 

The total amount of the special claims of the United States, as well 
as the deductions to be made therefrom, in accordance with Article 
IV above, and the proportionate amount thereof to be paid in ac- 
cordance with Article I above, shall be determined by a Joint Com- 
mittee consisting of two members, one to be appointed by each Gov- 
ernment, whose joint report, after due conference and consideration, 
shall be accepted as final. 

Artictt VI 

It is agreed that, for the purpose of facilitating a proper distri- 
bution by the United States to the respective claimants of the amount 
to be paid as provided for herein, the Mexican Government shall de- 
liver to the United States, upon request, all evidence in its possession 
bearing upon the merits of particular claims and to procure, at the 
cost of the United States, such additional evidence as may be available 
in Mexico and as may be indicated by the Government of the United 
States to be necessary to the proper adjudication of particular claims, 
leaving to the judgment of the Mexican Government the furnishing 
of originals or certified copies thereof and with the specific reservation 

that no documents shall be delivered which owing to their nature 
cannot be furnished by said Government. 

Artictze VII 

The present Convention shall be ratified by the High Contracting 
Parties in accordance with their respective Constitution, such ratifi-
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cations being exchanged in Mexico City as soon as practicable and the 
Convention shall take effect on the date of the exchange of ratifications. 

In witness whereof, the respective Plenipotentiaries have signed and 
affixed their seals to this Convention. 

Done in duplicate at Mexico City this.....dayof........ 

411.12/1785 : Telegram 

The Ambassador in Mexico (Daniels) to the Secretary of State 

Mexico, April 138, 1934—4 p. m. 
[Received 8:54 p. m.] 

41. Referring to Department’s telegram No. 50, April 11, 11 a. m., 
Department’s suggested addition to fourth paragraph of article No. 
IV is acceptable to Foreign Office which in turn suggests the following 
addition to follow Department’s paragraph: “In the latter event, the 
claims improperly eliminated in the opinion of the Commissioners 
or Umpire, shall be settled and adjusted by the same en bloc procedure 
prescribed by this Convention for all claims registered with the 
Special Commission.” 

Foreign Office suggests another addition in said paragraph. Refer 
to enclosure 3, despatch 1277 [1267] ™ page 3 line 26, after the words 
“the determination[s]” * add “by the representatives of both Govern- 
ments referred to in article V of the Convention.” Line 30 should 
read “prejudge the jurisdiction in, et cetera.” 
Regarding Department’s change in article I, Foreign Minister still 

considers that it raises a new issue and increases Mexico’s anticipated 
estimated liability in the settlement with the United States. Con- 
sequently he must consult President before giving an answer which 
he hopes to do this afternoon. 

DanIzELs 

411.12/1785 : Telegram 

The Secretary of State to the Ambassador in Mexico (Daniels) 

Wasuineton, April 14, 1934—2 p. m. 

52. Your cable 41, April 13, 4 P. M., last paragraph, and Moreno’s 
personal letter of April 10, indicate a misunderstanding as to inten- 
tion and purpose of proposed addition to paragraph 1 Article I of 
Special Claims Convention. The intended effect is this: Since, in 
calculating net total of American Special Claims on which to com- 

* Hnclosure 3 with despatch No. 1267 not printed ; but see final draft of Special 
Claims Convention, p. 455. 

* See p. 457, line 9. 
* See p. 457, line 12. 
“ Letter of April 10 not found in Department files.
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pute the total liability, certain deductions are to be made under para- 
graphs first and third of Article IV of the Convention, it is but natural 
and proper that the same process should be used in arriving at the 
percentage of liability found to exist on the European claims. For 
example: If gross European claims were 380 millions as shown in 
Annex 17 to enclosure with instruction No. 214 of December 16, and 
that amount included fifty million dollars of claims corresponding 
to American claims to be deducted under paragraphs first and third 
of Article IV of proposed convention, then the European percentage 
of liability should be computed on the net of 380 less 50 or 330 mil- 
lions, making a difference of approximately one-third of one percent 
on the basic percentage of liability or of one million dollars in net 
liability to the United States. It is not a question of figures to be 
included in the Convention but merely a determination of principles 
which will carry out the intention of both Governments to fix liability 
to United States on a basis of equality with European countries. This 
is fundamental. Will communicate later regarding terms of Article 
IV. 

Hoi. 

411.12/1787 : Telegram 

The Ambassador in Mexico (Daniels) to the Secretary of State 

Mexico, April 14, 1934—3 p. m. 
[Received 8:45 p. m.] 

43. Supplementing my telegram No. 41, April 13, 4 p. m. Minister of 
Foreign Affairs told me this morning that in order to bring negotia- 
tions to a successful conclusion he proposed in lieu of addition in 
article I of the convention as suggested by the Department, namely, 
“In computing the total sum claimed by the Governments mentioned 
above, deduction shall be made of all claims corresponding to those 
mentioned in paragraphs first and third of article IV”, that article IV 
be amended by eliminating paragraph First: “Claims heretofore 
withdrawn”. 

Minister of Foreign Affairs points out that agreement of Mexican 
Government to pay in dollars and a nominal rate increases the obliga- 
tions of the Mexican Government to the United States and are stipula- 
tions not contemplated in settlements with European governments. 
From the questions raised by Foreign Office in the discussions re- 

lating to the Department’s suggested addition I am confident that the 
latest proposal from the Minister is the best we can hope for, conse- 
quently I trust it will be approved by the Department. It is requested 

“For instruction No. 214 and its enclosed draft protocol regarding general 
claims, see Foreign Relations, 19338, vol. v, p. 814; enclosure and annexes under 
reference not printed.



460 FOREIGN RELATIONS, 1934, VOLUME V 

that I be advised without delay of the decision of the Department in 
order that the preparation by the Foreign Office of the protocol and 
convention may be expedited. 

DANIELS 

411.12/1788 : Telegram 

The Ambassador in Mexico (Daniels) to the Secretary of State 

Mexico, April 15, 1934—4 p. m. 
[Received 11:35 p. m.] 

44, Referring to Department’s telegram No. 52, April 14, 2 p. m., 
received after Embassy’s telegram 48 April 14, 3 p. m., was sent. 

The Department’s position regarding the principle of equality of 
treatment for American claimants as in the case of European claim- 
ants as discussed in the Department’s telegrams 47, April 7, 1 p. m. 
and No. 50, April 11, 11 a. m., is thoroughly understood; has received 
most careful consideration; and has been pressed in discussions with 
the Foreign Office officials. They, in turn, point out that strict appli- 
cation of principle ought to take into consideration that in contem- 
plated negotiations with foreign governments, except Belgian, which 
has been paid, the plan under consideration involves payment in pesos 
and no interest, while under proposed convention payments to the 
United States are to be in dollars with a nominal rate of interest. 
However, I have persuaded the Minister not to raise the foregoing 
point and he, in order to bring negotiations to a successful conclusion, 
proposes that the value of American withdrawn claims be not deducted 
from the total amount; in other words that paragraph 1 of Article No. 
IV be omitted. The value of these claims is approximately $1,600,000. 
The American duplicated claims total slightly over $5,500,000. 
Deduction of this amount from the total registered claims before 
applying the average percentage of about 2.6 results in the United 
States recovering about $143,000 less in the final settlement. The 
Embassy has no definite figures regarding the total amount of Euro- 
pean claims that were withdrawn or duplicated. It has estimated 
that the withdrawn claims aggregate about 30,000,000 pesos which 
would raise the recovery percentage from about 2.6 to about 2.8. The 
compilation of pertinent data has not been completed by Foreign 
Office. May I point out that the en bloc proposal presented to the 
Foreign Office by former Ambassador Clark and which had the 
approval of the Department provided for the deduction of the value 
of American claims that had been adjudicated, withdrawn and dupli- 

cated and that similar deductions were not made in the totals of past 
adjudications which were the basis for determining the average per-
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centage of recovery proposed by American Government. Moreover, 
in the discussions held with the Foreign Office since September 1933 
when the present Mexican proposal was first received, the question of 
making deductions from the European settlement for claims with- 
drawn and duplicated as in the case of American claims was never 
brought up nor did it enter into computations made at the time as to 
what our recovery would be. 

Previous estimates as to the net total amount of special claims and 
which are the basis of Department’s estimate of $300,000,000 (Depart- 
ment’s telegram 50) need revision. Above figure was based on a clas- 
sification that one-half of the total amount of claims withdrawn in 
filing on account of jurisdictional grounds correspond to special claims 

and the other half to general. The total amount of said claims was 
estimated originally to be approximately $236,000,000. Present esti- 
mates now closer to 269,000,000. It is believed that about 182,500,000 
may be regarded as general and about 86,500,000 special. Under this 
basis the net total amount of special claims is approximately $229,000,- 

000 instead of 300,000,000. 
In my judgment the Department’s decision in the matter should 

not be limited to the effect on the special claims but ought also to take 
into consideration its effect on Mexican cooperation toward other pend- 
ing problems between the two Governments and prospective negotia- 
tions codifying [séc] with their adjustment, such as: diplomatic dis- 
cussions of agrarian claims, final settlement of general claims 
following their evaluation under the terms of the protocol, Chamizal 
award, distribution of waters of the Rio Colorado and of Lower Rio 
Grande. 
From my knowledge of the situation and of local conditions I am 

confident that the latest comprehensive suggestion from the Minister 
is as good as we can hope for, although it may not be ideal. 

DANIELS 

411.12/1788 : Telegram 

The Secretary of State to the Ambassador in Memwico (Damels) 

Wasuineron, April 17, 1934—3 p. m. 

54. Referring to your cables numbers 41, 48 and 44 of April 13, 
April 14 and April 15. In a last effort to meet every reasonable ex- 
pectation of the Mexican Government the Department proposes the 
following changes in the Convention, reference being made to the 
last draft thereof which was transmitted with air mail instruction 

No. 321 of April 11. 
First. Omit last sentence of paragraph 1 of Article I.
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Second. Omit entire contents of Article IV and substitute therefor 
the following: “In computing the percentage of liability on the above- 
mentioned European claims and, on the basis of that percentage, the 
amount of liability on American claims, no deductions shall be made 
from the total claims in either case, except, in the case of the United 
States, of (a) the amount of decided cases, and of (0) the total amount 
of those claims improperly filed as special claims, because coming 
within the jurisdiction of the General Claims Commission under the 
terms of the General Claims Convention of September 8, 1928. 

“The determination of the question as to which of those claims filed 
both general and special, shall be deducted from the total of the 
special claims, shall be made in the manner provided in Article V 
hereof.” 

Third. Add to Article V the following: “If the Joint Committee 
shall be unable to agree as to whether a particular claim which has 
been filed both general and special properly belongs in the group 
of special claims or in that of general claims such claim shall be 
treated as a general claim and shall be adjudicated and settled in the 
same manner as other general claims under the provisions of the 
General Claims Convention of September 8, 1923, and the protocol 
of 1934.” 

It will be noted that omission first above is complete concession to 
the wishes of the Mexican Government in this respect. Deduction 
of decided cases is also a complete although improper concession to 
the sensibilities of the Mexican Government because of the Santa Isa- 
bel cases. Since lump sum percentage represents proper average re- 
covery on all cases good and bad the elimination of cases designated 
by decisions as unfounded merely deprives this government of the 
corresponding percentage of recovery to apply to good cases. There 
may still remain minor points upon which Mexican Government may 
not be completely satisfied. But it might be pointed out that suc- 
cessful negotiation of such difficult questions of international differ- 
ence involves concessions on both sides and that no time remains for 
protracted discussion of minor technicalities. 

Unless agreements can be concluded this week it will probably be 
advisable to continue negotiations leisurely by mail rather than by 
cable since possibility of appropriations during present session will 
have virtually disappeared and probably would not justify further 
cable communications. Full powers to sign the convention were sent 
you by air mail April 14, and it is hoped that you can now sign both 
agreements without further delay. Cable as soon as possible what 
you do,
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411.12/1790 : Telegram 

The Ambassador in Mexico (Daniels) to the Secretary of State 

Mexico, April 19, 1984—noon. 
[Received 4:05 p. m.] 

49. In a 2-hour conference at the Foreign Office yesterday during 
which the entire claims situation was reviewed and the acceptance 
of the points outlined in the Department’s telegram 54, April 17, 
8 p. m. urged, the Foreign Minister stated that much to his regret 
he had reached the limit of concessions and that he would prefer 
postponement of further negotiations and that he could not sign 
the protocol without the convention. He based his decision on the 
fact that the recent changes and additions suggested by us had not 
only resulted in increasing the obligations to be assumed by the 
Mexican Government but involved radical changes from the plan orig- 
inally proposed by him, a plan that was in its essentials based on 
former Ambassador Clark’s proposal for an en bloc settlement and 
the application of the average percentage resulting from settlements 
made by Mexico with European Governments. The original draft 
of the protocol and convention were prepared by the Department. 
During the negotiations both Governments have made concessions. 
In my opinion the concessions made by the Foreign Minister have 
been greater than those made by the Department. I hope I can per- 
suade him to accept the convention if I am authorized to sign it with 
article IV with changes reported in my telegrams numbers 41, April 
13, 4 p. m., 48, April 14, 3 p. m. confirmed in subenclosure of the 
Embassy’s airmail despatch 1336 of April 17 °° and Department’s sug- 
gested addition to article V eliminated. While all of the Depart- 
ment’s suggestions have not been accepted by the Minister I feel that 
unless we meet him on the present issue the question of claims will be 
postponed indefinitely with no assurance that the future negotiations 
will result in an agreement with better terms than those in the present 
one especially in view of the possible change of administration fol- 
lowing the elections. If it meets with your approval I believe that 
a telephone conversation, after you have had opportunity to study 
the problem might be beneficial. If you agree please telephone me at 

your earliest convenience. 
DANIELS 

* Despatch No. 1336 not printed.
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411.12/1791 : Telegram 

The Ambassador in Mexico (Daniels) to the Secretary of State 

Mexico, April 21, 1934—1 p. m. 
[Received 3:15 p. m.] 

52. Reference telephone conversation with the Undersecretary, my 
recommendation is that Department authorize signature of convention 
without insisting that duplicated American claims be withdrawn and 
that claims classified as neither general or special be settled as gen- 
eral claims. Otherwise present negotiations will be prolonged with- 
out any assurance that we can secure better position. Moreover, deci- 
sion in the matter will affect others. Please refer to my telegram 
No. 49, April 19, noon, and recommendation contained in my telegram 
44, April15,4p.m. Would appreciate telegraphic instructions today. 

DANIELS 

411.12/1790: Telegram | 

The Acting Secretary of State to the Ambassador in Mexico (Daniels) 

WasHineton, April 21, 1984—4 p. m. 

60. Your cable 49 April 19, noon. Your air mail despatch No. 
1336 ® has not been received. Taking as a basis for comment draft 
of Convention transmitted with instruction No. 321 of April 11, De- 
partment understands the very best you are able to obtain from the 
Mexican Government is a Convention in that general form but subject 
to the following: 

First. Elimination of last sentence of paragraph 1 of Article I, 
on page 2. 

Second. The elimination of paragraph “First” of Article LV, page 3, 
with respect to “claims withdrawn” as a concession to United States 
for the elimination of the above mentioned sentence from Article I. 

Third. Paragraph 4 of Article IV to be left as in the above men- 
tioned draft Convention with the word “prejudice” in sixth line, 
page 4, changed to “prejudge” and the following sentence added to the 
Article: 

“In the latter event, the claims improperly eliminated in the 
opinion of the Commissioners or Umpire, shall be settled and 
adjusted by the same en bloc procedure prescribed by this Con- 
vention for all claims registered with the Special Commission.” 

Fourth. All other articles to be left as indicated in the above men- 
tioned draft Convention. 

This Government interprets paragraph 4 of Article IV, including 
the added sentence quoted above, as meaning that if a particular claim 

* Not printed.
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1s improperly classified by the Joint Committee as a general claim, 
the General Claims Commissioners or Umpire may in their judgment 
determine it to be a special claim rather than a general claim, without 
adjudicating it upon the merits, in which event the total amount 
claimed in that particular case shall be added to the total of all special 
claims for the purpose of computing the total special claims liability 
of the Mexican Government. 

In this situation, with the foregoing interpretation of Article IV, 
which should be confirmed with the Foreign Office; and in view of 
the circumstances explained and the opinion expressed in your cable 
No. 49 of April 19, you are authorized to sign the Convention on these 
terms. 

This authorization is given with reluctance principally because it 
is not felt that in these terms the Convention fully embodies the prin- 

ciple of equality of treatment which it has been understood would be 
accorded to the United States, and because in its present form it in- 
volves unnecessary complications of procedure requiring the pleading 
of certain cases twice under different circumstances for the purpose 
of obtaining one adjudication on the merits. 

It is believed, however, that the real necessity for progress in the 
settlement of these long deferred matters justifies this authorization 
as representing apparently the least sacrifice possible, under the 
circumstances. 

PHILLIPS 

411.12/1793 : Telegram 

The Ambassador in Mexico (Daniels) to the Secretary of State 

Mexico, April 23, 1934—4 p. m. 
[Received 10:10 p. m.] 

54. Referring to Department’s telegram No. 60, April 21, 4 p. m., 
Foreign Office confirms Department’s interpretation of paragraph 
Fourth, article A, which in final text of Convention becomes para- 
graph Third. Protocol and Convention to be signed Tuesday. Ref- 
erence press statement accompanying Department’s instruction 323 
of April 12, Minister of Foreign Affairs feels that a statement issued 
jointly by both Governments ought not to include matters that re- 
late to action of American President or Senate, such as mentioned in 
third paragraph of the Department’s suggested statement. He plans 
to issue a statement as follows: 

* Not printed. 
“In his telegram No. 57%, April 24, 3 p. m., the Ambassador in Mexico stated 

that the Foreign Office intended to release the press statement that day “at 6 
o'clock p. m. Washington time.” (411.12/1795)
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“The Minister for Foreign Affairs of Mexico and the Ambassador 
of the United States of America signed today a Protocol and a Con- 
vention. The Protocol relates to the claims of the United States and 
of Mexico presented heretofore to the General Claims Commission 
pursuant to the terms of the Convention of September 8, 1923. The 
Convention provides for the lump sum settlement of the claims of 
the United States covered by the Special Claims Convention of Sep- 
tember 10, 1928. 

The signing of these two agreements is designed to settle and adjust 
amicably the claims pending between the two countries through a 
simpler procedure than their submission to Mixed Claims Commis- 
sions. 

The Protocol contemplates: 
The resumption of activities by the agencies of the two Govern- 

ments for the preparation and exchange, to be completed within a 
period of 2 years, of pleadings and briefs covering the claims of their 
respective nationals; 

The appointment by each Government of an outstanding national 
jurist for the examination and appraisal of claims based on the plead- 
ings and briefs presented by each agent; 

The conclusion, after the 2-year period referred to above, of a 
Convention for the final settlement of the claims of the two Govern- 
ments that have been appraised by the two national commissioners. 

The rules of procedure to be followed by the agents of the two 
Governments are also fixed. 

For the Convention, the basis of the agreement is that general aver- 
age percentage of the settlements made by the Government of Mexico 
with European Governments in the adjustment of similar claims. 
The definite figures to be used in the final computations will be de- 
termined by a representative duly appointed by each Government, 
whose joint report shall be accepted as final. Ratifications will 
be exchanged when the Senate of each country has approved the 
Convention.” 

Foreign Minister states he has no objection to any supplementary 
statement by the Department to take care of domestic situation. 

DaniELs 

411.12/1793 : Telegram 

The Acting Secretary of State to the Ambassador in Mewico (Daniels) 

WASHINGTON, April 24, 1934—1 p. m. 
64. Your telegram No. 54, April 23, 4 p.m. Assuming that the 

Protocol and Convention will be signed today the Department will 
give out for publication in Wednesday morning newspapers a state- 
ment synthesizing enclosure to its instruction No. 323 and announce- 
ment suggested by Dr. Puig. 

PHILLIPS 

* For text of press release issued by the Department of State, April 24, 1934, see 
Department of State, Press Releases, April 28, 1934, p. 224.
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Treaty Series No. 878 

Convention Between the United States of America and Mezico for an 
En Bloc Settlement of Special Claims, Signed at Mexico City 

April 24, 1934’ 

The United States of America and the United Mexican States, desir- 
ing to settle and adjust amicably the claims comprehended by the terms 
of the Special Claims Convention concluded by the two Governments 
on the 10th day of September, 1923, without resort to the method of 
international adjudication provided by the said agreement, have de- 

cided to enter into a Convention for that purpose, and to this end 
have nominated as their Plenipotentiaries: 

The President of the United States: 

The Honorable Josephus Daniels, Ambassador Extraordinary and 
Plenipotentiary of the United States of America in Mexico, and 

The President of the United Mexican States: 

The Honorable José Manuel Puig Casauranc, Secretary of State for 
Foreign Affairs 

Who, after having communicated to each other their respective full 
powers, found to be in due and proper form, have agreed upon the 
following articles: 

Articte I 

The claims of the United States of America covered by the Special 
Claims Convention of September 10, 1923, shall be adjusted, settled 
and forever thereafter barred from further consideration, by the 
payment by the Government of Mexico to the Government of the 
United States of a sum of money which shall equal the same propor- 
tion of the total amount claimed by the United States in all such cases 
(after the deductions provided for in Article IV hereof), as the 
proportion represented—in respect to the total sum claimed by the 
Governments of Belgium, France, Germany, Great Britain, Italy and 
Spain—by the total amount found to be due from the Mexican Gov- 
ernment in the settlement of similar claims and under the conventions 
concluded with those Governments by the Government of Mexico dur- 
ing the years from September 25, 1924 to December 5, 1930. 

To determine said general average percentage resulting from the 
settlements with said countries for similar claims, the classic arith- 
metical procedure shall be used, that is to say, the total amount awarded 
to Belgium, France, Germany, Great Britain, Italy and Spain shall 
be multiplied by one hundred and the product shall be divided by 
the total amount claimed by said countries. 

*In English and Spanish; Spanish text not printed. Ratification advised by the 
Senate, June 15 (legislative day of June 6), 1984; ratified by the President, Novem- 
ber 27, 1934; ratified by Mexico, November 23, 1984; ratifications exchanged at 
Mexico City, December 138, 1934; proclaimed by the President, December 22, 1984. 

789736—52——34
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Having thus determined the general average percentage, in order 
to ascertain the amount that Mexico should pay to the United States, 
said percentage shall be multiplied by the total amount claimed by 
the United States (after the deductions provided for in Article IV of 
this Convention) and the resulting products shall be divided by one 
hundred. 

Artictz II 

The amount provided for in Article I above shall be paid at Wash- 
ington, in dollars of the United States, at the rate of 500,000.00 
(five hundred thousand dollars) per annum, beginning January 1, 
1935,? and continuing until the whole amount thereof shall have been 
paid. 

Articie ITT 

Deferred payments, by which term is meant all payments made 
after January 2, 1935, shall bear interest at the rate of one-fourth of 
one percent per annum for the first year counting from January 1, 
1935, and an additional one-fourth of one percent for each additional 
year until the maximum of one percent is reached which shall be 
applied beginning January 1, 1939. In the event of failure to make 
annual payments when due, however, this rate shall be increased at the 
rate of one-fourth of one percent per annum on the amount of 
deferred payments during the period of any such delay until a maxi- 
mum additional rate of three percent on such overdue amounts is 
reached. 

ArticLe IV 

In computing the total amount of claims mentioned in Article I 
above, there shall be deducted from the total amount of all special 
claims filed by the United States under the terms of the Special Claims 
Convention of September 10, 1923, the following items: 

First: Claims decided. 

Second: One-half of the amount represented by the total claimed 
in all cases in which the same claim has been filed twice, either for the 
same or for different amounts, with the Special Claims Commission. 

Third: From the claims registered for the same reason with both 
Commissions, there shall be deducted the total amount of all claims 
that in fact or apparently should have [been] registered only with 
the General Claims Commission established by the Convention of 
September 8, 1923. 

The determination, by the representatives of both Governments 
referred to in Article V of this Convention, of claims that ought to 

* For press release issued by the Department of State on January 3, 1935, an- 
nouncing the payment of the first annual installment, see Department of State, 
Press Releases, January 5, 1935, p. 8.



MEXICO 469 

be withdrawn from the Special Commission because in fact or ap- 
parently they should have been registered only with the General Com- 
mission for presentation and adjudication, does not prejudge the juris- 
diction in and validity of said claims, which shall be determined in 
each case when examined and adjudicated by the Commissioners or 
Umpire in accordance with the provisions of the General Claims Con- 
vention of September 8, 1923 and the Protocol of April 24, 1934, or the 
Special Claims Convention of September 10, 1928, and the Protocol of 
June 18, 1932, in the event it shall be found by the Commissioners or 
Umpire to have been improperly eliminated from the Special Claims 
settlement. In the latter event, the claims improperly eliminated in 
the opinion of the Commissioners or Umpire, shall be settled and ad- 
Justed by the same en bloc procedure prescribed by this Convention 
for all claims registered with the Special Commission. 

ARTICLE V 

The total amount of the special claims of the United States, as well 
as the deductions to be made therefrom, in accordance with Article IV 
above, and the proportionate amount thereof to be paid in accordance 
with Article I above, shall be determined by a Joint Committee con- 
sisting of two members, one to be appointed by each Government, 
whose joint report, after due conference and consideration, shall be 
accepted as final. 

Articiz VI 

It is agreed that, for the purpose of facilitating a proper distribu- 
tion by the United States to the respective claimants of the amount 
to be paid as provided for herein, the Mexican Government shall de- 
liver to the United States, upon request, all evidence in its possession 
bearing upon the merits of particular claims and to procure, at the 
cost of the United States, such additional evidence as may be available 
in Mexico and as may be indicated by the Government of the United 
States to be necessary to the proper adjudication of particular claims, 
leaving to the judgment of the Mexican Government the furnishing 
of originals or certified copies thereof and with the specific reservation 
that no documents shall be delivered which owing to their nature can- 
not be furnished by said Government. 

ArticLe VII 

The present Convention shall be ratified by the High Contracting 
Parties in accordance with their respective Constitutions, such ratifica- 
tions being exchanged in Mexico City as soon as practicable and the 
Convention shall take effect on the date of the exchange of ratifications.
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In witness whereof, the respective Plenipotentiaries have signed and 

affixed their seals to this Convention. 
Done in duplicate, in english and spanish, at Mexico City this 24th 

day of April 1934. 
JosEPHUS DANIELS Puie 

[ SEAL | [SEAL | 

411.12/1819 a 

The American Ambassador in Mexico (Daniels) to the Mexican 
Minister for Foreign Affairs (Puig)* 

The Ambassador of the United States of America presents his 

compliments and has the honor to inform His Excellency, the Minister 

for Foreign Affairs, that in proceeding to the signature of the Con- 
vention for the en bloc settlement of the Special Claims of the United 

States, and in order to aid in the interpretation of Articles IV and VI, 

the following points discussed orally during the negotiations are 

accepted by both governments. 
Under Article IV: If a particular claim is improperly classified 

by the Joint Committee as a General Claim, the General Claims 

Commissioners or Umpire may in their judgment determine it to be 
a Special Claim rather than a General Claim without adjudicating it 
upon the merits, in which event the total amount claimed in that 

particular case shall be added to the total of all Special Claims for 

the purpose of computing the total Special Claims liability of the 

Mexican Government. 
Under Article VI: That the reservation of the Mexican Govern- 

ment not to deliver documents which, owing to their nature, cannot be 
furnished by said Government, shall be used only in exceptional cases, 
where the withholding thereof may be required by considerations of 
real political importance to the Government of Mexico. 

Mexico, April 24, 1934. 

Executive Agreement Series No. 57 

Protocol Between the United States of America and Mexico Regarding 

General Claims, Signed at Mexico City, April 24, 1924 ° 

Josephus Daniels, Ambassador Extraordinary and Plenipotentiary 

of the United States of America to the Government of Mexico, and 

‘ Transmitted to the Department by the Chargé in Mexico as an enclosure to his 

despatch No. 1385, May 4, 1984; received May 9. A note of the same date, 

mutatis mutandis, in Spanish, from the Mexican Minister for Foreign Affairs 

was received by the American Ambassador in Mexico, 
'In English and Spanish; Spanish text not printed. Ratified by the President, 

January 14, 1985; ratified by Mexico, November 23, 1934; ratifications exchanged 

at Washington, February 1, 1935; proclaimed by the President, February 1, 1935.
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José Manuel Puig Casauranc, Secretary for Foreign Affairs of the 
United Mexican States, duly authorized, have agreed on behalf of 
their two Governments to conclude the following Protocol: 

Wuereas, It is the desire of the two Governments to settle and 
liquidate as promptly as possible those claims of each Government 
against the other which are comprehended by, and which have been 
filed in pursuance of, the General Claims Convention between the 
two Governments, concluded on September 8, 1923 ; 

Wuereas, It is not considered expedient to proceed, at the present 
time, to the formal arbitration of the said claims in the manner pro- 
vided in that Convention; 

Wuereas, It is considered to be conducive to the best interests of 
the two Governments, to preserve the status quo of the General Claims 
Convention above mentioned and the Convention extending the dura- 
tion thereof, which latter was concluded on June 18, 1932, as well as 
the agreement relating to agrarian claims under Article I of the addi- 
tional Protocol of June 18, 1932; 

Wuerzas, It is advisable to endeavor to effect a more expeditious 
and more economical disposition of the claims, either by means of an 

en bloc settlement or a more simplified method of adjudication, and 
Wuereas, In the present state of development of the numerous 

claims the available information is not such as to permit the two 
Governments to appraise their true value with sufficient accuracy to 
permit of the successful negotiation of an en bloc settlement thereof 
at the present time; 

Terrerore, It is agreed that: 
First.—The two Governments will proceed to an informal dis- 

cussion of the agrarian claims now pending before the General Claims 
Commission, with a view to making an adjustment thereof that shall 
be consistent with the rights and equities of the claimants and the 
rights and obligations of the Mexican Government, as provided by the 
General Claims Protocol of June 18, 1932. Pending such discussion 
no agrarian claims will be presented to the Commissioners referred 
to in Clause Third nor, in turn, to the Umpire referred to in Clause 
Fifth of this Protocol; but memorials of cases not yet memorialized 
may be filed in order to regularize the awards made upon the agreed 
adjustments. 

Consequently, the subsequent provisions of this Protocol shall apply 
to agrarian claims only insofar as they do not conflict with the status 

thereof, as exclusively fixed by the terms of the agreed Article I of 
the additional protocol to the extension of the General Claims Con- 
vention, signed June 18, 1932. 
Second.—The two Governments shall proceed, in accordance with 

the provisions of clause Sixth below, promptly to complete the written
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pleadings and briefs in the remaining unpleaded and incompletely 
pleaded cases. 
Third.—Each Government shall promptly designate, from among 

its own nationals, a Commissioner, who shall be an outstanding jurist 
and whose function it shall be to appraise, on their merits, as rapidly 
as possible, the claims of both Governments which have already been 
fully pleaded and briefed and those in which the pleadings and briefs 
shall be completed in accordance herewith. 
Fourth.—Six months before the termination of the period herein 

agreed upon for the completion of the pleadings and briefs referred 
to in Clause Sixth or at an earlier time should they so agree, the said 
Commissioners shall meet, at a place to be agreed upon by them, 
for the purpose of reconciling their appraisals. They shall, as soon 
as possible, and not later than six months from the date of the com- 
pletion of the pleadings and briefs, submit to the two Governments a 
joint report of the results of their conferences, indicating those cases 
in which agreement has been reached by them with respect to the 
merits and the amount of liability, if any, in the individual cases and 
also those cases in which they shall have been unable to agree with 
respect to the merits or the amount of liability, or both. 
Fifth.—The two Governments shall, upon the basis of such joint 

report, and with the least possible delay, conclude a convention for 
the final disposition of the claims, which convention shall take one 
or the other of the two following forms, namely, first, an agreement 
for an en bloc settlement of the claims wherein there shall be stipu- 
lated the net amount to be paid by either Government and the terms 
upon which payment shall be made; or, second, an agreement for the 
disposition of the claims upon their individual merits. In this latter 
event, the two above-mentioned Commissioners shall be required to 
record their agreements with respect to individual claims and the 
bases upon which their conclusions shall have been reached, in the 
respective cases. 

The report shall be accepted, by the convention to be concluded by 
the two Governments, as final and conclusive dispositions of those 
cases. With respect to those cases in which the Commissioners shall 
not have been able to reach agreements, the two Governments shall, 
by the said convention, agree that the pleadings and briefs in such 
cases, together with the written views of the two Commissioners con- 
cerning the merits of the respective claims, be referred to an Umpire, 
whose written decisions shall also be accepted by both Governments 
as final and binding. All matters relating to the designation of an 
Umpire, time within which his decisions should be rendered and 
general provisions relating to his work shall be fixed in a Convention 
to be negotiated under provisions of this Clause.
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Sixth.—The procedure to be followed in the development of the 
pleadings and briefs, which procedure shall be scrupulously observed 
by the Agents of the two Governments, shall be the following: 

(a) The time allowed for the completion of the pleadings and briefs 
shall be two years counting from a date hereafter to be agreed upon 
by the two Governments by an exchange of notes, which shall not be 
later than November 1, 1934. 

(>) The pleadings and briefs of each Government shall be filed at 
the Embassy of the other Government. 

(c) The pleadings and briefs to be filed shall be limited in number 
to four, namely, Memorial, Answer, Brief and Reply Brief. Only 
three copies of each need be presented to the other Agent, but four 
additional copies shall be retained by the filing Agency for possible 
use in future adjudication. Each copy of Memorial, Answer and 
Brief shall be accompanied by a copy of all evidence filed with the 
original thereof. The pleadings and briefs, which may be in either 
English or Spanish at the option of the filing Government, shall be 
signed by the respective Agents or properly designated substitutes. 

(d) With the Memorial the claimant Government shall file all the 
evidence on which it intends to reply. With the Answer the respond- 
ent Government shall file all the evidence upon which it intends to 
rely. No further evidence shall be filed by either side except such evi- 
dence, with the Brief, as rebuts evidence filed with the Answer. Such 
evidence shall be strictly limited to evidence in rebuttal and there shall 
be explained at the beginning of the Brief the alleged justification for 
the filing thereof. If the other side desires to object to such filing, its 
views may be set forth in the beginning of the Reply Brief, and the 
Commissioners, or the Umpire, as the case may require, shall decide 
the point, and if it is decided that the evidence is not in rebuttal to 
evidence filed with the Answer, the additional evidence shall be entirely 
disregarded in considering the merits of the claim. 

The Commissioners may at any time order the production of fur- 
ther evidence. 

(e) In view of the desire to reduce the number of pleadings and 
briefs to a minimum in the interest of economy of time and expense, 
it shall be the obligation of both Agents fully and clearly to state in 
their Memorials the contention of the claimant Government with 
respect to both the factual bases of the claims in question and the legal 
principles upon which the claims are predicated and, in the Answer, 
the contentions of the respondent Government with regard to the 
facts and legal principles upon which the defense of the case rests. 
In cases in which Answers already filed do not sufficiently meet this 
provision so as to afford the claimant Government an adequate basis 
for preparing its legal Brief with full general knowledge of the fac- 
tual and legal defenses of the respondent Government, it shall have
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the right to file a Counter Brief within thirty days following the 
date of filing the Reply Brief. 

(7) For the purposes of the above pleadings and briefs, as well 
as the appraisals and decisions of the two Commissioners and the 
decisions of the Umpire, above mentioned, the provisions of the Gen- 
eral Claims Convention of September 8, 1923, shall be considered as 
fully effective and binding upon the two Governments, except insofar 
as concerns the matter of procedure, which shall be that provided for 
herein. 

(g) Whenever practicable, cases of a particular class shall be 
grouped for memorializing and/or for briefing. 

(AZ) In order that the two Agents may organize their work in the 
most advantageous manner possible and in order that the two-year 
period allowed for pleadings and briefs may be utilized in a manner 
which shall be most equitable to both sides, each Agent shall, within 
thirty days from the beginning of the two-year pleading period, sub- 
mit to the other Agent a tentative statement showing the total num- 

ber of Memorials and Briefs such Agent intends to file. Six months 
after the beginning of the two-year pleading period, the two Agents 
shall respectively submit in the same manner statements setting out 
definitely by name and docket number the claims in which it is pro- 
posed to complete the pleadings and briefs, indicating those in which 
they intend to combine cases in the manner indicated in paragraph 
(g) above. The number of pleadings and briefs so indicated shall 
not, except by later agreement between the two Governments be ex- 
ceeded by more than ten percent. 

(z) In order to enable the Agencies to distribute their work equally 
over the two-year pleading period, each Agency shall be under the 
obligation to file its Memorials at approximately equal intervals dur- 
ing the first seventeen months of the two-year period, thus allowing 
the remaining seven months of the period for the completion of the 
pleadings and briefs in the last case memorialized. The same obliga- 
tion shall attach with respect to the filing of the pleadings and briefs 
referred to in paragraph (%) below. 

(7) The time to be allowed for filing Answers shall be seventy days 
from the date of filing Memorials. The time to be allowed for filing 
Briefs shall be seventy days from the date of filing the Answers. 
The time to be allowed for filing Reply Briefs shall be seventy days 
from the date of filing the Briefs. 

(4) In those cases in which some pleadings or briefs were filed with 
the General Claims Commission before the date of signature hereof, 
the Agency which has the right to file the next pleading or brief shall
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be allowed to determine when that document shall be filed, taking 
into consideration the necessity of complying with the provisions of 

paragraph (2) above. 
(2) In counting the seventy-day periods mentioned in paragraph 

(7) above, no deductions shall be made for either Sundays or holidays. 
The date of filing the above described pleadings and briefs shall be 
considered to be the date upon which they shall be delivered at the 
Embassy of the other Government. If the due date shall fall on 

Sunday or a legal holiday, the pleading or brief shall be filed upon 
the next succeeding business day. The two Governments shall, for 
this purpose, instruct their respective Embassies to receive and give 
receipts for such pleadings and briefs any weekday between the hours 
of 10 and 16 (4 p. m.) except on the following legal holidays of both 
countries: 

Of the United States Of Mewico , 

January 1 January 1 
February 22 February 5 
May 30 May 1 
July 4 May 5 
First Monday in September 14 

September September 15 
Last Thursday in September 16 

November October 12 
December 25 November 20 

December 25 
December 31 

(m) In view of the herein prescribed limitations upon the time 
allowed for the completion of the work of the Agencies and the Com- 
missioners, it is recognized that the success of this simplified plan of 
procedure depends fundamentally upon the prompt and regular filing 
of the pleadings and briefs in accordance with the provisions of this 
Protocol. It is agreed, therefore, that any pleading or brief which 
shall be filed more than thirty days after the due date for the filing 
thereof, shall be disregarded by the Commissioners and the Umpire, 
and that the respective case shall be considered by them upon the 
pleadings and briefs preceding the tardy pleadings and briefs, unless, 
by agreement of the two Governments, the continued pleading of the 
respective case shall be resumed. 

(n) It shall not be necessary to present original evidence but all 
documents hereafter submitted as evidence shall be certified as true 
and complete copies of the original if they be such. In the event that 
any particular document filed is not a true and complete copy of the 
original, that fact shall be so stated in the certificate.
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(0) The complete original of any document filed, either in whole 
or in part, shall be retained in the Agency filing the document and 
shall be made available for inspection by any authorized representa- 
tive of the Agent of the other side. 

(p) Where the original of any document or other proof is filed at 
any Government office on either side, and cannot be conveniently with- 
drawn, and no copy of such document is in the possession of the 
Agent of the Government desiring to present the same to the Com- 
missioners in support of the allegations set out in his pleadings or 
briefs, he shall notify the Agent of the other Government in writing 
of his desire to inspect such document. Should such inspection be 
refused, then the action taken in response to the request to inspect, 
together with such reasons as may be assigned for the action taken, 
shall be reported to the Commissioners and, in turn, to the Umpire 
mentioned in Clause Fifth of this Protocol, so that due notice thereof 
may be taken. 

Done in duplicate in Mexico, D. F. in the English and Spanish lan- 

guages this twenty fourth day of the month of April one thousand 
nine hundred and thirty four. 

JOSEPHUS DANIELS [sEAL | 
Puta [ SEAL | 

Executive Agreement Series No. 57 

The Mexican Chargé (Campos-Ortiz) to the Secretary of State 

[Translation } 

WasHineton, February 1, 1935. 

Mr. Sroretary: In conformity with the provision of paragraph 
(a) of Clause Six of the Protocol relating to claims presented before 
the General Claims Commission, signed on April 24, 19384, which 
states: “The time allowed for the completion of the pleadings and 
briefs shall be two years counting from a date hereafter to be agreed 
upon by the two governments by an exchange of notes, which shall 
not be later than November 1, 1934” and taking into account that the 
extension of time granted by the Mexican Government to that of the 
United States in Note No. 6509 of September 26, 1934,° expires on the 
first of February, both governments, for the purposes of the clause 
above mentioned, consider as initiated as of this date and by means of 
the exchange of these identic notes the period of two years to which 
the said provision of the Protocol refers. 

I avail myself [etc. | P. Campos-Ort1z 

*Notes exchanged September 25, 1934, and September 26, 1934, extending the 
beginning of the exchange of pleadings from November 1, 1934, to February 1, 
1985, not printed (411.12/1902).
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Executive Agreement Series No. 57 

The Secretary of State to the Mexican Chargé (Campos-Ortiz) 

Wasuineton, February 1, 1935. 

Sir: In conformity with the provision of Paragraph (a) of Clause 
Sixth of the Protocol relating to claims presented before the General 
Claims Commission, signed on April 24, 1934, which states: “The 
time allowed for the completion of the pleadings and briefs shall be 
two years counting from a date hereafter to be agreed upon by the 
two Governments by an exchange of notes, which shall not be later 
than November 1, 1934,” and taking into account that the extension of 
time granted by the Mexican Government to the Government of the 
United States in Note No. 6509 of September 26, 1934, expires on the 
first of February, both Governments, for the purposes of the clause 
above mentioned, consider as initiated as of this date and by means 
of the exchange of these identic notes the period of two years to which 
the said provision of the Protocol refers. 

Accept [etc. ] CorDELL HULL 

EFFORTS TO SOLVE UNSETTLED PROBLEMS WITH RESPECT TO THE 
RECTIFICATION OF THE RIO GRANDE; RESERVATION BY THE MEX- 
ICAN GOVERNMENT OF ITS RIGHTS IN THE CHAMIZAL AREA’ 

711.12155/897 

Lhe Mexican Chargé (Padilla-Nervo) to the Acting Secretary of State 

[Translation] 

No. 001 WasHINGTON, January 2, 1934. 

Mr. Unbrer SEcrETary: I have the honor to inform Your Excel- 
lency that the Mexican Commissioner on the International Commis- 
sion on Boundaries and Waters between Mexico and the United 
States, after having inspected the work that is being done at present 
on the left bank of the Rio Grande in front of the town of Presidio, 
Texas, came to the conclusion that part of the said work may be con- 
sidered as violating the Treaties in force and that almost all of it is 
being executed in territory claimed by Mexico under the avulsive 
change of Ojinaga and the Machuca Islands. 

On that ground the Mexican Commissioner, Engineer Armando 
Santacruz, addressed a communication to Engineer L. M. Lawson, 
United States Commissioner, on December 11th last, invoking Article 
3 of the Convention of November 12, 1884, which prohibits the con- 

‘For previous correspondence, see Foreign Relations, 1983, vol. Vv, pp. 823 ff. 
* William M. Malloy (ed.), Treaties, Conventions, etc., Between the United 

States of America and Other Powers, 1776-1909 (Washington, Government Print- 
ing Office, 1910), vol. 1, p. 1159.
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struction of “obstructions tending to shift the current or produce de- 
posits of alluvium”, and stated in that communication (referring to 
the territory in which almost all the work is being performed) that the 
riparian lands on the left bank of the Rio Grande, from the confluence 
of the Rio Conchos to a little below the bridge at Presidio, are in- 
cluded under the avulsive changes of Ojinaga and the Machuca Is- 
lands, which were cut off from Mexico, and which, in accordance with 
the Conventions between the two countries, are to remain under the 

: dominion and jurisdiction of Mexico until the International Boun- 
dary Commission makes a decision with regard to them. 

In view of the above circumstances and in conformity with Article 5 
of the Convention of March 1, 1889,° the Mexican Commissioner has 
requested the United States Commissioner to take the steps necessary 
for having the Commission order the suspension of the work in ques- 
tion until the said International Boundary Commission looks into 
the matter and makes such decisions as may be proper. 

By instructions from my Government, I now have the honor to 
repeat to Your Excellency the request which the Mexican Commis- 
sioner made to the United States Commissioner, asking you to be kind 
enough to have the necessary steps taken to have the International 
Boundary Commission consider this matter in its various aspects and 
make the proper decisions. 

I thank Your Excellency in advance for the attention which you 
may be kind enough to give this matter and I avail myself [etc. ] 

L. Papriia-NEervo 

711.12155/916 

The Secretary of State to the Mexican Chargé (Padilla-Nervo) 

WASHINGTON, February 1, 1934. 

Sir: I refer to your note No. 001 of January 2, 1934, in regard to 
certain construction work which you stated was being done on the left 
bank of the Rio Grande near the town of Presidio, Texas, apparently 
in violation of Article III of the Convention of November 12, 1884, 
which prohibits the building of obstructions which may tend to deflect 
the current or produce deposits of alluvium. 

A report dated January 11, 1934, has now been received from Bound- 
ary Commissioner Lawson,” from which it appears that he is cooper- 

| ating with the Mexican Commissioner in this matter. Mr. Lawson 
informs the Department that the temporary suspension of the work in 
reference has been ordered and that the American Section of the Com- 
mission will advise the local officials in charge of the work on the 

* Malloy, Treaties, 1776-1909, vol. 1, p. 1167. 
* Not printed. 

SEER
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American side of the river concerning the provisions of existing 
_ treaties bearing upon permitted and prohibited works, including the 
provisions of Article III of the Convention of November 12, 1884. 
The Commissioner further states that upon compliance with these 
provisions by the officials in charge of the work the temporary suspen- 
sion which he has effected will be terminated. 

Accept [ete. ] For the Secretary of State: 

R. Watton Moore 

711.12155/1007 

The Secretary of State to the Secretary of the Treasury 
(Morgenthau) 

WasHIneToN, May 7, 1934. 

My Dear Mr. Srcrerary: I have received a letter from the Director 
of Procurement of your Department, dated April 27, 1934," request- 
ing the advice of this Department concerning the proper procedure 
to be followed in providing adequate and suitable housing accom- 
modation for the United States Customs, Immigration, Public Health 
and Plant Quarantine services at this end of the International Bridge 
in El] Paso, Texas. 

Admiral Peoples refers in his letter to the previous steps that have 
been taken with a view to obtaining a solution of this problem and 
encloses a copy of H. R. 1731, introduced on March 9, 1933, by Repre- 
sentative Thomason of Texas, to authorize the Treasury Department 
to enter into a long term lease of a building to be erected at private 
expense in the Chamizal area of E] Paso. He states that in view of the 
urgent need for better accommodations in El Paso for the services 
mentioned, your Department would appreciate early advice as to 
whether action should be further delayed pending a settlement by the 
International Boundary Commission, United States and Mexico, of the 
controversy as to national sovereignty in the Chamizal tract, or whether 
steps should be taken looking toward the acquisition of improved 
facilities through a lease arrangement similar to that proposed in 
H. R. 1781. 

In reply I may say that there appears to be no prospect of an early 
settlement by agreement between the United States and Mexico of the 
question of territorial sovereignty over the Chamizal area. The con- 
siderations which prompted this Department in 1929 to request that 
the matter of the acquisition by the United States of title to the pro- 
posed building site in that area be held in abeyance ” therefore remain 
unchanged. 

* Not printed. 
2 See Foreign Relations, 1929, vol. 1, p. 479.
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It is believed that similar considerations would not apply to the 
method of solving the problem suggested in H. R. 1731, as the con- 
templated transfer of the United States inspection services from the 
quarters which they now occupy under lease in the Chamizal tract to 
new leased quarters in a building to be constructed in that tract and 
owned by private parties would appear to entail no change in the 
international status of the area in question. Moreover, provision is 
in the Bill for the cancellation of the lease in the event that the lands 
leased shall be determined to be subject to the jurisdiction of Mexico. 
However, it is suggested that the private character of the building 
enterprise should be still further emphasized by the deletion from 
the Bill of paragraph (1) of Section one, which, of course, would 
involve also the deletion of the final clause of Section two. With these 
omissions the Department of State would perceive no objection to 
H. R. 1731 from the point of view of the international relations of the 
United States. 

Sincerely yours, For the Secretary of State: 
R. Watton Moore 

Assistant Secretary 

711.12155/1081 

The Mewican Ambassador (Gonzdlez Roa) to the Secretary of State 

[Translation *] 

No. 20638 Wasuineton, May 22, 1934. 

Me. Secretary: Under date of January 20 [2], last, this Embassy 
had the honor to address a note to Your Excellency in which, by 
express instructions of the Mexican Chancellery, the request was re- 
newed which the Mexican Boundary Commissioner, Engineer 
Armando Santacruz, presented to the United States Commissioner, 
Mr. L. M. Lawson, for the suspension of the works that were being 
carried out on the left bank of the Rio Grande, opposite the town of 
Presidio, in the State of Texas. The step taken by Engineer Santacruz, 
was based on the fact that the said works were being carried out on 
the land situated within the avulsive changes of Ojinaga and the 
Islands of Machuca, which were separated from Mexico. 

Your Excellency, in a note dated February 1 last, was good enough 

to inform me that the said works had been suspended. 
The request first made by the Mexican Commissioner, and later 

by this Embassy, was based, principally, not on the legality or ille- 
gality of the works with regard to their form and conditions, but 
on the fact of their being situated on the land comprised in the said 

* File translation revised by the editors, | _
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avulsive changes, and which, in accordance with the conventions now 
in force between the two countries, remain under the dominion and 
jurisdiction of Mexico, until the International Boundary Commission 
makes the necessary decision. 

In this connection my Government has given me instructions to 
request Your Excellency to instruct the United States Commissioner, 
Mr. Lawson, to proceed with examination of this case and to render 
the appropriate decision. 

The Mexican Commissioner, Mr. Santacruz, is prepared to under- 
take this study. 

Of the cases in which the avulsion took place some time ago, this 
is the only one which is awaiting the decision of the International 
Boundary Commission, and there appears to be no reason for delay- 
ing consideration thereof. According to information which this 
Embassy has, the investigation based on testimony and documents, 
which is necessary in order to enable the Commission to make a deci- 
sion determining in a definitive manner to what sovereignty and 
jurisdiction the land in question is to be subject, has now been com- 
pleted. 

Trusting that Your Excellency’s Government agrees with that of 
Mexico that it is highly expedient, in order to avoid the complica- 
tions that might result from the uncertain status of that land, that 
the International Boundary Commission should render the respective 
decision, I take [etc. | 

FERNANDO GonzALEZ Roa 

711.12155/1078 

The Secretary of State to the Mexican Ambassador (Gonedlez Roa) 

WasHineTon, July 16, 1934. 
EXxceLtency: I refer to Your Excellency’s note No. 2063 of May 

22, 1934, advising me of the desire of the Mexican Government that 
the American Commissioner be instructed to take the necessary steps 
to the end that the International Boundary Commission, United States 
and Mexico, may proceed definitely to determine the sovereignty in 
certain lands on the left bank of the Rio Grande opposite the town of 
Presidio, Texas, which your Government avers were involved in 
avulsive changes of that river and are consequently under the dominion 
and jurisdiction of Mexico, in accordance with the applicable provi- 
sions of the treaties in force between Mexico and the United States, 
pending a decision of the Commission. 

As Your Excellency was informed in my note of acknowledgment 
dated May 31, 1934,“ this matter was duly referred for an expression 

* Not printed.
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of his opinion and recommendations to the American Commissioner. 
A. reply has now been received from Mr. Lawson in which he advises 
that the question of these areas is greatly complicated by the obscurity 
and uncertainty of the existing evidence and data concerning the 
manner in which they were formed. ‘This opinion is corroborated by 
the information in the files of the Department. 

It occurs to me that it would be most helpful in the consideration 
of this matter if, prior to the issuance of definitive instructions of the 
two Governments to their respective Boundary Commissioners, an 
examination and careful study of the existing data respecting the areas 
might be undertaken to provide a basis for determining whether such 
data may be sufficiently reliable and accurate to enable the Commis- 
sioners to render an authoritative decision with regard to the status 
of the areas, or whether, on the other hand, the character of the evi- 
dence disclosed may be such as to render such a decision extremely 
difficult to reach, thus pointing to the desirability of further discussion 
of the matter by the two Governments. 

In the event that this suggested procedure commends itself to Your 
Excellency’s Government, I shall be pleased to request the American 
Commissioner to direct one of the engineers of the American Section 
to cooperate with an engineer of the Mexican Section in carrying out 
such a preliminary examination and study. 

Accept [ete. ] For the Secretary of State: 
SUMNER WELLES 

711,12155/1078 

The Secretary of State to the Mexican Ambassador (Gonzdlez Roa) 

WASHINGTON, July 21, 1934. 
ExcetLency: I have the honor to acknowledge the receipt of Your 

Excellency’s note dated July 12, 1934,5 in which reference is made to 
a Resolution recently approved by the Congress of the United States 
authorizing this Government to rent for a period of 25 years a building 
to be constructed by the owners of certain lands situated in that part 
of E] Paso, Texas, known as the Chamizal. 

Your Excellency adverts in this connection to the note which your 
Embassy addressed to this Department on May 31, 1929,!° concerning 
the reported intention of the United States Government at that time 
to acquire title to lands in the Chamizal for the construction of a 
federal building, in which note it was stated that the Government of 
Mexico would not recognize by reason of such acquisition any change 
in the status of the Chamizal. In your note under acknowledgment 

* Not printed. 
* Foreign Relations, 1929, vol. 11, p. 476.
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Your Excellency advises that your Government has instructed you 

to announce that it reserves the rights which it claims in the Chamizal 

area and therefore maintains the reservations set forth in your 

Embassy’s note of May 31, 1929. 
In reply I take this opportunity to inform Your Excellency that 

these reservations have been duly noted and that this Department does 

not construe the Resolution referred to in your note as involving any 

change in the existing status of the area in question. 

Accept [etc. ] CorpELL HULL 

711.12155/1121 

The Mewican Ambassador (Gonzdlez Roa) to the Secretary of State 

: [Translation ] 

[No. 3625] _  WasHIneTon, September 26, 1934. 

Mr. SrcreTary: I refer to your Excellency’s note of July 16th last, 

which you were good enough to send me in reply to Note No. 2063 from 

this Embassy, of the preceding 22nd of May, in which I had the honor, 

by instruction from my Government, to request Your Excellency to 

have appropriate instructions given to the United States Commissioner 

on the International Boundary Commission, Mr. Lawson, in order that 
an examination might be made of the case of the lands situated within 
the avulsive changes of Ojinaga and the Machuca Islands and to have 

the corresponding decision made. 
Your Excellency was good enough to inform me, in your kind note 

of July 16th, that everything connected with these lands is very com- 

plicated, due to the vagueness and ambiguity of the existing data, and 

that it would therefore be well for the two Governments to issue 

definite instructions to their Commissioners to examine and study with 

ereat care the data that exists respecting these lands, in order to be 

able to establish a basis for deciding whether such data are sufficient 

for the Commission to issue an authorized decision regarding the 
status of those zones, or whether the character of this data is of 

such a nature that it would be extremely difficult to reach a decision, 

which would indicate, in Your Excellency’s opinion, the suitability of 
having the matter discussed again by both Governments. 

With respect to this, I have instructions to address Your Excel- 
lency, informing you that, in the opinion of my Government, the data 
in the possession of the Boundary Commission concerning the lands 
mentioned are sufficient to form the basis for a decision thereon, for 

which reason the Government of Mexico would be glad to have this case 
dealt with at once by the said Boundary Commission. 

I avail myself [etc.] Frernanpo GonzALez Roa 

789736—52——-85
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711.12155/1146 

The Secretary of State to the Mewican Ambassador (Gonzdlez Roa) 

WASHINGTON, November 8, 1934. 

Exceittency: I have the honor to refer to Your Excellency’s note 
No. 3625 of September 26, 1934, to the Department’s reply of October 
2, 1934,” and to prior correspondence, in relation to the desire of 
your Government that the International Boundary Commission, 
United States and Mexico, undertake to determine the sovereignty 
with respect to certain lands on the left bank of the Rio Grande near 

the town of Presidio, Texas. 
Further careful study has been given to this matter by the De- 

partment, as well as by the American Section of the Boundary Com- 
mission. This study reveals that not only are the areas in the vicinity 
of Presidio obscure and uncertain with respect to their status, but 
that there are several islands among those surveyed and the national- 
ity of which was once determined by the joint action of Commission- 
ers Emery and Salazar which are believed to have now disappeared 
or to have become attached to mainlands on one bank of the Rio 
Grande or the other. There are likewise believed to exist other areas 
between Quitman Canyon and the Gulf of Mexico the status of which 
appears not to be definitely known, thus rendering ineffectual the 
fundamental principle of a clearly established water boundary be- 
tween the points mentioned. In view of these conditions this Govern- 
ment would be disposed to join with Your Excellency’s Government 
in issuing instructions to the Boundary Commission of such scope as to 
embrace a joint investigation by the Boundary Commissioners of the 
entire water boundary between Quitman Canyon and the Gulf, with 
the view of determining the status of the above-mentioned islands, 
as well as to determine whether or not there are any areas which may 
be bancos subject to the action of the Commission, in accordance with 
the provisions of existing boundary conventions. 

Since it would be in the interest of both Governments to know with 

definiteness the status of all such areas, including those situated near 

Presidio, I have the honor to request that Your Excellency be good 
enough to inform the Department whether your Government would 
be disposed to join this Government in issuing instructions to the 
Boundary Commission in the sense above indicated. 

Accept [etc. | For the Secretary of State: 
R. WALTON Moore 

™ Latter not found in Department files.
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EFFORTS TO STOP ILLEGAL ENTRY OF CHINESE NATIONALS FROM 

MEXICO INTO THE UNITED STATES * 

812.504/1424 

The Consul at Ensenada (Smale) to the Secretary of State 

No. 778 ENSENADA, January 24, 1934. 
[Received January 27. ] 

Sir: I have the honor to refer to my despatch No. 702 of June 12, 
1933, which reported rumors of the intended expulsion from the 
Northern Territory of Baja California of Chinese residents. The 
Department now is informed that definite steps are being taken by 
the civil population in Ensenada, and, by report, in Tijuana and 
Mexicali, to this end. A circular distributed in Ensenada yesterday 
reads as follows, in translation: 

“Mexicans—A WAKE ! 

“The Nationalist Committee has been Legally Constituted in this 
Port. 
' “The Anti-Chinese campaign will begin immediately with full 
orce. 
“It is a Matter of Hours. — 
“Families soon will receive all classes of well presented literature; 

but at once must abstain from patronizing the asiatic element. 
“Our campaign will be carried out energetically until it triumphs. 
“Mexican Commerce is United. 
“There is no one to fear.—Our being Mexican compels us and reason 

and right assist us. 
“The Nationalist Committee of Ensenada. 
“Ensenada, B. C., January 23, 1934.” 

A copy of the circular in Spanish is enclosed herewith.” 
A meeting is to be held tonight, at which further plans are to be 

discussed. Reports received at the Consulate indicate that if Chinese 
merchants do not close their shops and depart from this Territory, 
strong and illegal measures will be employed to cause them to do so. 
While there are some who are in favor of ridding the communities 
of Chinese by excessive taxation and assessment of heavy fines for 
infractions of various provisions of the Mexican Labor Law, or other 
laws, it is doubtful that all elements will confine their activities to 
such a procedure. 

Success of the project of the Nationalist (Anti-Chinese) Committee 
unquestionably will present to the United States the problem of deal- 
ing with Chinese refugees. The Consulate is writing today to the 

% Continued from Foreign Relations, 1938, vol. v, pp. 889-847. 
* Not printed.
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Chief Patrol Inspector, United States Immigration Service, Chula 
Vista, California, on this subject, and encloses herewith a copy of its 
letter.#t 

Should it be the policy of the United States to endeavor to prevent 
acts of violence against the Chinese upon the grounds that such acts 
would work a great hardship upon the United States Government, 
and should the Department authorize me to do so, it is possible that 
I could convince leaders of the Nationalist Committee that it would 
be wise for them to encourage the employment of legal means to solve 
their problems. .. . 

Pending the receipt of instructions from the Department, the Con- 
sulate will but observe the facts. 

Respectfully yours, Wm. A. SmMatp 

812.504/1424 : Telegram 

Lhe Secretary of State to the Ambassador in Mewico (Daniels) 

WASHINGTON, January 31, 1934—6 p. m. 

18. Reference despatch No. 778 of January 24, 1934, from Ensenada. 
Unless you are in possession of reliable information indicating that 
the anticipated situation will not arise or are aware of some urgent 
reason why such action should not be taken, the Department desires 
you to discuss this matter with the Mexican Foreign Office, carefully 
pointing out that your Government refrains from representations 
respecting the purely Mexican aspects of the situation, but stating 
that this Government hopes adequate measures will be taken to pre- 
vent the forcing of Chinese into the United States from Baja Califor- 
nia and the consequent repetition of the serious difficulties caused by 

-+ the forced illegal entry of Chinese into this country following the 
anti-Chinese movement in Sonora. 

In this connection please consult Embassy’s despatch No. 2442 of 
March 380, 1933,” reporting that Doctor Puig stated our complaints 
regarding Sonora Chinese were justified, Embassy’s No. 81 of May 
17, 1933," reporting among other things General Rodriguez’s previous 
attitude respecting Chinese expelled from Baja California, and Nos. 
109 and 272 of May 22, and June 23, 1933, respectively,?® reporting 
arrangements effected by Governor of Sonora to prevent movement 
of Chinese to United States border, as well as No. 311 of July 1, 1933,24 
reporting orders given by Gobernacién to Mexican immigration 
officials on United States border. | 

Huu 

* Not printed. 
” Foreign Relations, 1983, vol. v, p. 841. 
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812.504/1428 : Telegram 

The Ambassador in Mewico (Daniels) to the Secretary of State 

Mexico, February 10, 1934—noon. 
[Received 3:45 p. m.] 

9. Referring to Department’s telegram No. 13, January 31, 6 p. m., 
the Minister for Foreign Affairs in a letter received last night states 
that the chief of the Migration Service at Tijuana says that he has no 
information that Chinese entering the United States crossing at un- 
authorized points and that the chief of the American Immigration 
Service has informed him that he is redoubling the guard in order 
to prevent such entries. The Mexican agent further stated that he 
would report immediately any new developments. The Mexican In- 
migration Agent at Ensenada reported that he had no knowledge of 
entries of Chinese into the United States at secret points. 

The Minister for Foreign Affairs advised me orally that the Presi- 
dent told him that the territory of Lower California being under fed- 
eral jurisdiction, if deportments of Chinese from that point into the 
United States took place the Federal Government would control it. 

DANIELS 

812.504/1431 : Telegram 

The Ambassador in Mexico (Daniels) to the Secretary of State 

Mexico, February 15, 1984—10 a. m. 
[Received 1:15 p. m.] 

12. Reference my telegram 9, February 10, noon, I have just re- 
ceived a note from the Minister of Foreign Affairs stating that the 
Ministry of Gobernacién has transmitted, with authorization of the 
President, telegraphic instructions to Governor of Northern District 
of Lower California to take the necessary steps to prevent Chinese 
residents there from entering the United States at unauthorized 
points and without complying with the necessary legal requirements. 

DANIELS 

812.504/1441 

The Department of State to the Chinese Legation 

MermorannuM 

The Department of State has received the Chinese Legation’s memo- 
randum of March 2, 1934,> in regard to anti-Chinese agitation in 
Lower California, Mexico, in which the Legation expresses the desire 

* Not printed.



488 = ~FOREIGN RELATIONS, 1934, VOLUME V 

that some arrangement be made whereby Chinese refugees from that 
area could be admitted into the United States for a short time, under 
such conditions as the immigration authorities may prescribe in co- 
operation with Chinese consular officers, until it is safe for them to 
return to Mexico. 

Prior to the receipt of the memorandum mentioned, the Depart- 

ment had received and is continuing to receive from its consular repre- 
sentatives at Ensenada and Mexicali reports with regard to anti- 
Chinese agitation in Lower California, Mexico. These reports indi- 
cate that American consular and immigration officers are watching the 
situation closely and are prepared to handle that situation, should 
occasion arise, in such manner as the circumstances may require and 
as may be appropriate. 

The Department is not prepared to suggest to the immigration 
authorities the making of any special arrangement unless the Chinese 
Government chooses in advance of such arrangement to place at the 
disposal of the American Government a credit adequate to defray all 
expenses that such arrangement may entail. Since August 1931, the 
American Government has expended more than $500,000 to provide 
for the repatriation to China of Chinese refugees from Mexico. This 
expenditure was brought to the attention of the Legation on several 
occasions, especially in the Department’s note of September 1, 1933.8 

Wasuineton, March 9, 1934. 

812.504/1448 : Telegram 

The Consul at Ensenada (Smale) to the Secretary of State 

Ensenapa, March 14, 1934—11 a. m. 
[Received 5 p. m.] 

Department’s telegram of March 18, 5 p. m.”” I am reliably in- 
formed that the Governor * returned from Mexico City with instruc- 
tions of the President that the constitutional rights must be respected. 
Nevertheless, Chinese stores are to be closed and with the exception 
of few hours March 10th have been closed solely upon the basis of 
alleged nonconformity with laws such as reported bottom page 4 my 
despatch No. 797 February 28.27 Consulate retains conviction that 
the Chinese are likely to be driven from business in Ensenada prob- 
ably by discriminatory application of minutiae of many laws and 
regulations which may be enforced. 

Embassy informed. 
SMALE 

* Foreign Relations, 1933, vol. v, p. 845. 
* Not printed. 
* The Governor of the Northern District of Lower California. -
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812.504/1448 : Telegram 

The Secretary of State to the Chargé in Mexico (Hawks) 

Wasnineton, March 16, 1934—4 p. m. 

36. Reference telegram dated March 14, 11 a. m. from Consul at 
Ensenada regarding situation of Chinese in Baja California. The 
Department desires you to keep this matter actively before the atten- 
tion of the Mexican Foreign Office emphasizing our reliance upon its 
assurance given you recently that adequate measures will be taken to 
prevent illegal entries of Chinese into the United States. In your dis- 

cretion you may say that the recurrence of a situation similar to that 
which arose in connection with the exodus of Chinese from Sonora 
would be highly embarrassing to this Government and would neces- 
sarily entail the adoption of protective measures which would restrict 
freedom of transit in detriment to the interests of citizens on both 
sides of the frontier. 

Hoi 

812.504/1449 : Telegram 

The Chargé in Mexico (Hawks) to the Secretary of State 

Mexico, March 17, 1934—6 p. m. 
[Received 10:50 p. m.] 

29. Referring to the Department’s telegram 36, March 16, 4 p. m., 
the Minister for Foreign Affairs informed me this afternoon that 
the President during the recent visit to Mexico City of the Governor 
of the Northern District of Lower California had given the latter 
strict instructions to take the necessary measures to prevent the illegal 
entry by Chinese from his district into the United States. A full 
report by the pouch March 20.” 

Hawks 

812.504/1461 

The Chinese Minister (Sze) to the Secretary of State 

Wasurneton, March 380, 1934. 

Sir: Referring to your note of September 1, 1933,®° regarding the 
cost of repatriating to China Chinese refugees from Mexico, I have 
the honor to inform you that I have not failed to bring the matter to 
the attention of my Government. 

* Not printed. 
” Foreign Relations, 1938, vol. v, p. 845. ae
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I have now received a reply, instructing me to deliver to you 
$10,443.26 for this purpose, and I take pleasure in enclosing herewith 

a check for this amount for transmission to the Secretary of Labor. 
I take this opportunity to express to you the sincere thanks of my 

Government for the considerate treatment shown by the American 
Government to the Chinese refugees who have been forced to flee from 
Mexico. 

Accept [etc. | Sao Ke Atrrep Sze



NICARAGUA 

PRELIMINARY DISCUSSIONS RESPECTING A TRADE AGREEMENT 
BETWEEN THE UNITED STATES AND NICARAGUA 

611.1731/41 

The Nicaraguan Chargé (De Bayle) to the Secretary of State 

[Translation 7] 

WasuHinerTon, September 16, 1933. 

Mr. Secretary: For the reasons which I shall express to Your Ex- 
cellency below, my Government has followed with the greatest interest 
the news published with reference to negotiations initiated by the De- 
partment of State with certain countries with a view to the celebra- 
tion, on bases of reciprocity, of commercial agreements contemplating 
mutual concessions in customs tariff matters. 

The ties of every kind between Nicaragua and the United States, 
developed still further since the celebration of the convention by which 
the first grants to the second an option for the construction of an inter- 
oceanic canal,’ and the closeness of their commercial relations, well 
illustrated by the fact that the United States has furnished, or has con- 
stituted a market for, 62 percent of the total volume of Nicaraguan 
imports and exports during the last ten years, necessarily impose upon 
my Government the duty of following with attention those commercial 
negotiations which might greatly influence the development of Nica- 
raguan economic life, especially during this period of crisis which my 
country has not escaped. 

By the terms of a convention entered into on January 27, 1912 
[1902],° Nicaragua and France, granting each other reciprocal con- 
cessions with respect to import duties on their respective products, 
provided in this connection for most-favored-nation treatment; and, 
in consideration of this treatment by France, Nicaragua conceded 
analogous treatment to French products and also a specific lowering 
of 25 percent in the import duties on certain articles especially enu- 
merated in a list known as Table B. These advantages granted to 
French commerce in a convention of reciprocal concessions, no doubt 
in consideration of the circumstance that the larger share of Nicara- 

* File translation revised by the editors. 
*Bryan-Chamorro Treaty, signed August 5, 1914, Foreign Relations, 1916, 

P British and Foreign State Papers, vol. xcv, p. 818. 
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guan coffee was imported by France, were extended later to the 
products of the United States by a decree of the President of Nica- 
ragua of August 23, 1911, issued for the purpose of favoring North 
American commerce, and they have been maintained almost unin- 
terruptedly since then. 

With this same tendency to favor imports from the United States, 
reflecting a natural sympathy of the Nicaraguan people for the people 
of the United States, the Nicaraguan customs tariff has regularly 
come to assign to products which are essentially North American 
substantially reduced import duties. And as a consequence of this 
and of the preferential treatment to which I have referred above, not 
only has the commerce of the United States come to occupy first place 
in my country, comprising more than 62 percent of the total of 
Nicaraguan imports and exports, but also North American products 
have come to be consumed in Nicaragua up to 66.6 percent of the total 
of imports in the last ten years, from January 1, 1923, to December 31, 
1932, while the consumption of Nicaraguan products in the United 
States during the same period has barely reached 57.5 percent of 
the total of Nicaraguan exports. 

In view of the imminence of the commercial arrangements mentioned 
at the beginning and of the very great interest which Nicaragua has 
in them, my Government considers it imperative to call Your Excel- 
lency’s attention to the circumstances related to the end that Nica- 
ragua’s profound interest in them be taken into consideration, that 
reciprocally the United States grant to Nicaraguan commerce and 
products treatment not less favorable than that accorded to any other 
country of America, and that no greater restrictions than those already 
imposed be placed on the importation of its products; and my Gov- 
ernment has given me instructions to express to Your Excellency at 
the same time its desire not to remain outside the commercial arrange- 
ments which may be celebrated but to take part in them, and that 
under such arrangements special concessions be given to it In com- 
pensation for the continued favorable treatment of the commerce and 
products of the United States. 

In accordance with those instructions, I wish to refer particularly 
to discussions which are pending in the Department of Agriculture 
of the United States, in execution of the act approved by Congress 
May 12, 1932 [1933], (Agricultural Adjustment Act),* with the 

: object of arriving at an arrangement (Marketing Agreement for 
Sugar Stabilization) for the production, refinement and distribution 
of sugar, and which appear to favor although perhaps without an 
express declaration and only through an agreement creating certain 
defined production areas and an administrative organism charged 

*48 Stat. 31.
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with issuing special regulations governing them, the exclusion of sugar 
produced in Nicaragua from importation into the United States. 

Sugar is one of the principal products which Nicaragua exports 
and which the commerce and industry of the West Coast of the United 
States, and principally of the States of California, Oregon and Wash- 
ington, use preferentially, because of the special qualities of the 
Nicaraguan product, in the preservation and packing of fruits which 
themselves are generally destined to be exported. While the amount 
which Nicaragua can supply to the commerce and consumption of the 
United States, 15,000 to 20,000 tons per year, is perhaps inappreciable 
as an element of competition with other sugars, and signifies prac- 

tically nothing alongside of the 6,350,000 tons annually at which the 
internal consumption of the United States is calculated, this exporta- 
tion, nevertheless, constitutes for my country one of the great sources 
of its export trade and, as such, of its capacity to buy, precisely in the 
same markets of the United States, the products which it must im- 
port. The exclusion of Nicaraguan sugar from importation into the 
United States would seriously affect the economic life of Nicaragua, 
depriving it of resources which it needs for its importations, and in 
turn would prejudice the quota which the commerce of the United 

States has freely had in the Nicaraguan import trade. 
As a natural consequence of the present absence of economic equilib- 

rium, the Government of Nicaragua must contemplate the probability 
of a revision of its customs tariff and of its commercial arrangements 
and conventions, in the near future; particularly since French mer- 
chants have already solicited greater preferences in the regulation of 
international exchange by invoking the circumstance that, while the 
greater part of Nicaraguan coffee is imported into France, Nicaragua, 
nevertheless, obtains the larger part of its imports from other coun- 
tries. Your Excellency will not fail to appreciate that the commerce 
of my country, should the United States adopt the proposed re- 
strictions on the importation of sugar and should other countries 
out of fear of this for the reasons which I have just expressed 
adopt similar restrictions, would be seriously affected, and that the 
66.6 percent of its imports which it has been obtaining in the North 
American market would necessarily have to be reduced, perhaps 
obliging it to make greater concessions to those who in such a critical 
situation should consume a larger portion of its exports or give the 
latter greater facilities. 7 

My Government, attentive to the request of the producers of my 
country who are justly alarmed by the possibility that the arrange- 
ments and regulations for stabilizing sugar now being discussed in 
the Department of Agriculture may have the effect of excluding their 
product from importation into the United States, has instructed me
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specifically that, in informing you of its point of view and of the 
interest which Nicaragua has in the commercial arrangements and 
agreements first mentioned and from which it does not desire to 
remain apart, I should insist especially on expressing to Your Ex- 
cellency, in association with the Minister of Finance of Nicaragua, 
Dr. Salvador Guerrero Montalvan, who is now in Washington, the 
well-grounded fear that without the attention of the State Depart- 
ment the special situation and attitude of Nicaragua with respect to 
the commerce of the United States and the importance which its 
sugar exports have in its economic life, may be forgotten, in order 
that opportune consideration may be given them before definite deci- 

sions are made by the Department of Agriculture. 
In carrying out these instructions, I suggest to Your Excellency, 

taking advantage of the presence here of the Minister of Finance of 
my country, the possibility of an exchange of impressions in the matter 
between him and the respective officials of the Treasury and Agricul- 
ture Departments, if, as I do not doubt, Your Excellency considers it 
advisable from the point of view of more complete information. 
Trusting that my Government’s interest in the matter will be suf- 
ficiently appreciated by Your Excellency and that the Government 
of the United States will recognize the basis and justice of its preten- 
sions by giving them immediate attention, I have [etc.] 

Henrt Dr Bartz 

611.1731/41 

The Secretary of State to the Nicaraguan Chargé (De Bayle) 

Wasuineton, October 5, 1933. 

Sir: The Department has received your note of September 16, 1933, 
concerning the commercial relations between Nicaragua and the United 
States. You state that your Government has followed with the 
greatest interest the news published with reference to negotiations 
initiated by the Department of State with certain countries with a 
view to the celebration, on bases of reciprocity, of commercial agree- 
ments contemplating mutual concessions in customs tariff matters, and 
that in this connection your Government desires that the United States 
grant to Nicaraguan commerce and products treatment not less favor- 
able than that accorded to any other country of America, and that 
no greater restrictions than those at present imposed be placed on 
the importation of Nicaraguan products. You also state that you 
have been instructed to express the desire of your Government not 
to remain outside the commercial agreements which may be celebrated. 

You also refer to discussions now being held in the Department of 
Agriculture of the United States, in execution of the Agricultural 
Adjustment Act, with the object of arriving at a marketing agree-
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ment for sugar stabilization which you fear would exclude sugar pro- 
duced in Nicaragua from importation into the United States, and 
you suggest the advisability of arranging for the Minister of Finance 
of Nicaragua, Dr. Salvador Guerrero Montalvan, who is now in Wash- 
ington, to consult with the appropriate officials of the Treasury and 
Agriculture Departments in this connection. 

The Government of the United States appreciates and shares the 
desire of the Government of Nicaragua to continue and intensify the 
close commercial relations already existing between the two countries. 
Evidence of this desire on the part of the United States, as well as of 

Nicaragua, is the Agreement effected by an exchange of notes of June 
11, and July 11, 1924, between Nicaragua and the United States, pro- 
viding for mutual unconditional most-favored-nation treatment in 
customs matters.’ This agreement is still in effect. 

As you are aware, the Government of the United States is now 
engaged or is about to engage in conversations with representatives 
of Colombia, Brazil and Argentina with the object of exploring the 
possibilities of negotiating reciprocity agreements. These conver- 
sations are purely exploratory, however, and the United States will 
not be able to determine whether or not it will be practicable to enter 
into reciprocity agreements with the Governments mentioned or with 
other governments until they are completed. 

In the event that the present studies and conversations should 
indicate the practicability of this Government’s entering into a series 
of reciprocity agreements, it will be happy to initiate conversations 
with the Government of Nicaragua looking to the possibility of the 
negotiation of such an agreement. 

With reference to your comments regarding the discussions being 
held under the Agricultural Adjustment Act looking to the execution 
of a marketing agreement for sugar stabilization, and your fears that 
this agreement might have the effect of excluding sugar produced 
in Nicaragua from importation into the United States, the Depart- 
ment has transcribed the pertinent portion of your note to the 
Department of Agriculture and will inform you of the nature of that 
Department’s reply when it is received. In this connection, the 
Department of State has recommended to the Department of Agri- 
culture that the proposed marketing agreement not contain any pro- 
vision which would have the effect of placing an embargo on the 
importation of full duty sugars. 

With reference to your suggestion that it might be advisable for the 
Minister of Finance of Nicaragua, Dr. Salvador Guerrero Montalvan, 

5 Foreign Relations, 1924, vol. 1, pp. 514-517. 
‘For correspondence concerning negotiations with Colombia, see ante, pp. 66 

ff.; with Brazil, see vol. Iv, pp. 542 ff. For preliminary discussions with Argen- 

tina, see ibid., pp. 510 ff.
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to confer with officials of the Treasury and Agriculture Departments 
while he is in Washington, this Department will be pleased to arrange 
for conferences between Dr. Guerrero and such officials as he may care 
to confer with. 

Accept [etc. | For the Secretary of State: 
JEFFERSON CAFFERY 

811.6135/79 

The Secretary of State to the Nicaraguan Chargé (De Bayle) 

Wasuineron, October 21, 1933. 

Sir: Supplementing my note of October 5, 1933, informing you 
that the portion of your note of September 16, 1933, concerning the 
possible effect of a marketing agreement for sugar stabilization, had 
been transcribed to the Department of Agriculture, you are now in- 
formed that that Department states that it has been found that the 
proposed sugar marketing agreement could not be executed under the 
provisions of the Agricultural Adjustment Act, and that there is, 
therefore, no question pending of restrictions on sugar coming into 
the United States from Nicaragua other than the restrictions which 
have been in effect hitherto. | 

Accept [ete. ] For the Secretary of State: 
JEFFERSON CAFFERY 

611.1731/46 

The Department of State to the Nicaraguan Legation 

MrmoraNDUM 

Reference is made to Sefior De Bayle’s note of September 16, 1933, 

expressing the interest of the Nicaraguan Government in exploratory 

conversations regarding the possibility of concluding a trade agree- 

ment between the United States and Nicaragua, and to Mr. Caffery’s 

reply of October 5, 1933, in which it was stated that if present studies 

and conversations should indicate the practicability of this Govern- 

ment’s entering into a series of reciprocity agreements, it will be happy 

to initiate conversations on this subject with the Government of 

Nicaragua. 
The studies and conversations above referred to have now pro- 

eressed to such an extent as to make it possible to initiate exploratory 

conversations with the Government of Nicaragua regarding the pos- 

sibility of concluding a reciprocal trade agreement. Preliminary 

studies suggest that such discussions might proceed on the following 

basis:
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Over 70% of the imports into the United States from Nicaragua 
consist of bananas and coffee. These products are now permitted to 
be imported free of duty. The United States might on its part, there- 
fore, undertake in the proposed agreement to continue to admit these 
products free of duty in return for concessions by Nicaragua on prod- 
ucts imported from the United States. 

Although, as indicated above, bananas and coffee are by far the most 
important articles exported from Nicaragua to the United States, 
there may be other products on which the Government of Nicaragua 
would seek concessions and which it would desire to bring to the atten- 
tion of the United States Government in the course of the exploratory 
conversations. However, with reference to the interest of the Govern- 
ment of Nicaragua in the treatment to be accorded Nicaraguan cane 
sugar, it is necessary to state that it would not be possible at this time 
to indicate whether any provision could be made in the proposed 
trade agreement regarding the treatment to be accorded this product. 

In addition to provisions of the character indicated above, the trade 
agreement might provide for unconditional and unrestricted most 
favored nation treatment, subject to the usual exception regarding 
preferences by the United States to the commerce of Cuba, and to other 
generally recognized exceptions; provision against quantitative re- 
strictions (quotas) on imports of products respecting which tariff 
concessions are granted by each party under the agreement; pro- 
vision against increased internal taxes on such products; and national 
treatment with respect to internal taxes on all products. 

The Minister of the United States at Managua, is being instructed 
in the above sense and is being requested to proceed with exploratory 
conversations along the lines indicated if the Government of 
Nicaragua is so disposed. 

Wasuincron, January 4, 1934. 

611.1781/46 

Lhe Acting Secretary of State to the Minister in Nicaragua (Lane) 

No. 11 WasHIneTON, January 4, 1934. 
Sir: There is enclosed a copy of a memorandum which was today 

handed to Sefior Dr. Don Henri De Bayle, Chargé d’Affaires ad in- 
terim of Nicaragua,’ in regard to the desire of this Government to 
enter into exploratory conversations with a view to determining 
whether it would be possible to conclude a reciprocal trade agreement 
between the United States and Nicaragua. The Department desires 
that these conversations should take place at Managua and you are 

* Bupra.
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accordingly requested to take up the matter with the Minister of For- 
eign Affairs. If the latter is prepared to proceed with these conversa- 
tions along the general lines indicated in the memorandum, the Depart- 
ment will send you as soon as possible a statement regarding the 
concessions which might be requested of Nicaragua. 

You should make it perfectly clear that the intention of this Gov- 
ernment is solely to explore the situation to determine whether negotia- 
tions, if undertaken, would be likely to meet with success. 

Very truly yours, For the Acting Secretary of State: 
Francis B. Sayre 

611.1731/48 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 65 Manacva, January 24, 1934. 
[Received January 31.] 

Sm: I have the honor to report that on receipt of the Department’s 
mail instruction No. 11 of January 4, 1934 (File No. 611.1731/40 [46]) 
I called on the then Acting Minister for Foreign Affairs, Mr. Franklin 
Springer, on January 12, and enquired whether he had yet received 
from the Nicaraguan Chargé d’Affaires in Washington a copy of the 
Department’s memorandum of January 4, regarding the possibility of 
concluding a reciprocal trade agreement between the United States 
and Nicaragua. On being informed by Mr. Springer that he had not 
as yet received a copy, I made such a copy available to him. An 
appointment was then made for me to discuss the question with Mr. 
Springer on January 18, he having previously told me that President 
Sacasa desired him to initiate the conversations with me immediately. 
When I called, however, on Mr. Springer on January 18, he said 

that in view of the forthcoming early return of the Minister for 
Foreign Affairs, Doctor Leonardo Argiiello, he (Mr. Springer) pre- 
ferred not to initiate conversations on his own part prior to the re- 
turn of his immediate superior. He stated, however, that he would 
consult with the Minister of Hacienda at once and have all the avail- 
able material ready for the consideration of Doctor Argiiello, on the 
latter’s return from Montevideo. 
Doctor Argiello, having returned to Managua yesterday afternoon, 

received me this morning by appointment. I had informed him, when 
I met him at Corinto on January 22, on the occasion of the departure of 
my family for the United States, that I should like to converse with 
him as soon as possible on the above-mentioned subject. When I 
called on him today, he said that no report had yet been received from 
the Chargé d’A ffaires in Washington and that he had not yet had time 
to study the matter carefully since his arrival in Managua. He
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promised me that he would give the matter his careful attention and 
would communicate with me as soon as he was in a position to discuss 
the situation. 

I am, therefore, not able to state whether the Minister for Foreign 
Affairs is prepared to proceed with the suggested conversations “along 
the general lines indicated in the memorandum.” 

It would be helpful to me, in such conversations as may later ma- 
terialize, to have memoranda, exchanges of notes or other documents 
which were presumably prepared in connection with negotiations 
which the Department, so I understand, recently undertook with 
Colombia and other countries so that I might have an understanding 
of the Department’s general point of view. It would be of help, 
furthermore, if the Department would inform me specifically what 
is meant, on page three of the memorandum addressed to the Nicara- 
guan Chargé d’Affaires, by “other generally recognized exceptions” 
and “national treatment with respect to internal taxes on all 
products.” 

I should be grateful to the Department, therefore, if it would send 
me at its convenience an amplifying instruction so that I may be in a 
position correctly to interpret its attitude to the Nicaraguan Gov- 
ernment. 

Respectfully yours, Arruor Buiss Lane 

611.1731/48 

The Secretary of State to the Minister in Nicaragua (Lane) 

No. 55 Wasuineron, April 5, 1934. 

Sm: Reference is made to your despatch No. 65 of January 24, 1934, 
regarding the proposed reciprocal trade agreement between the United 
States and Nicaragua. In accordance with your request there are 
enclosed for your confidential information copies of the English and 
Spanish texts of the agreement signed December 15, 1933, by the 
United States and Colombia. In accordance with Article XI the 
agreement will not become effective until after the enactment of legis- 
lation in both countries to give it effect. Such legislation has not yet 
been enacted in either country. 

_, whe following analysis of the provisions of the agreement may be 
of assistance to you in connection with your discussions with the 
Nicaraguan authorities. 

The principal provisions of the agreement are found in Articles I 
and IT under which customs concessions or commitments are made by 
each party with respect to specified products of the other. The last 

* Foreign Relations, 1933, vol. v, p. 249. . 
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sentence of the first paragraph of Article I was included in order to 

conform to the definition of customs duties laid down in the Colombian 

law, and the limited scope of this definition necessitated the addition 

of the second paragraph of the article in order to include all other 

duties, charges and taxes imposed on importations. The text of Article 

I is therefore peculiar to the agreement with Colombia. The first 

sentence with the insertion of the words “and import charges” after 

the words “customs duties” will probably suffice in the case of most 

countries. 

Article III contains certain reservations and exceptions. The first 

of these reservations relates to the right to impose special duties on 

articles not properly marked to indicate the country of origin and 1s 

included in order to give effect to section 304 of the United States 

Tariff Act of 1930.2 The second reservation relates to anti dumping 

duties and has been included in consequence of the Anti Dumping 

Act of 1921 (42 Stat. 11). This reservation, however, is subject to a 

proviso whereby the Anti Dumping Act will not be applicable to 

unroasted coffee originating in Colombia. The proviso was included 

on the insistence of the Colombian negotiators and was not desired 

by the United States. Since the proviso has been included in the 

agreement with Colombia a similar proviso could, if necessary, be 

included in the proposed agreement with Nicaragua. But this Gov- 

ernment would be unwilling to extend such a proviso to include any 
product other than unroasted coffee. 

The articles on which commitments are made by the United States 

in the agreement with Colombia are all on the free list, the obligation 

of the United States being to refrain from subjecting them to duty. 

As to such articles the above-mentioned reservations suffice. If any 

dutiable articles should be dealt with in such an agreement certain 

additional reservations might be necessary, such as a reservation per- 

mitting the imposition of countervailing duties on bounty-fed articles 

(section 303, Tariff Act of 1930). 

Article IV deals principally with internal excise or consumption 

taxes as distinguished from charges imposed at the time of importa- 

tion. These provisions are designed generally to prevent the nullifi- 

cation or impairment of the customs advantages obtained under the 

agreement through the imposition or the increase of taxes on goods 

after clearance through the customs. The principal elements which 

should be kept in mind in considering the provisions of this article 

are as follows: 

The kinds of internal taxes dealt with are (1) national or federal 

taxes, and (2) state, departmental or municipal taxes. The products 

affected are in two categories, namely, (1) those on which customs con- 

°46 Stat. 590.
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cessions or commitments are made as listed in the schedules appended 
to the agreement, and (2) these and all other articles. The kinds of 
treatment stipulated are (1) national treatment, whereby each party 
agrees to treat imported products the same as like products of domes- 
tic production without, however, assuming any obligation as to the 
absolute amount of the taxes imposed, and (2) a limitation on the 
absolute amount of the taxes imposed. 

The first paragraph of the article relates to all articles and pro- 
vides for national treatment with respect to national or federal taxes. 
Provisions for general national treatment have been customarily in- 
cluded in treaties entered into by this and other Governments. A 
general purpose of such a provision is to confine any discrimination 
against foreign as compared with domestic goods to the customs 
houses and thus to simplify the foreign exporters’ problem of deter- 
mining the competitive disadvantage to which imported goods are 
subject in the importing country as compared with articles produced 
therein. This provision serves also to prevent the impairment or 
nullification by means of discriminatory taxes of the improved com- 
petitive position of imported goods established under other provi- 
sions of the agreement. It tends to result in more moderate taxes 
on foreign goods than might otherwise be imposed since due regard 
must be had for the interests of any domestic producers concerned. 
It is provisions of this type to which reference was made in the memo- 
randum handed to the Chargé d’Affaires of Nicaragua and regarding 
which you have inquired in your despatch under reference. 

The second paragraph of the article also provides for national 
treatment, but relates only to certain products included in the sched- 
ules instead of being generally applicable to all products; and to state, 
departmental or municipal taxes as distinguished from national or 
federal taxes. The provisions of this paragraph reflect certain pecu- 
harities of the tax system of Colombia. The United States desired 
a general provision for national treatment in respect of all taxes, 
national, federal, state, departmental, or municipal, on all articles, but 
was unable to obtain acceptance of such a provision by Colombia. 
The provisions of the second paragraph of the article represent a 
compromise whereby national treatment with respect to departmental 
or municipal taxes in Colombia is limited to certain products in the 
appended schedule. 

The third paragraph provides for a limitation on the absolute 
amount of all national, federal, departmental, state or municipal 
taxes on articles with respect to which the parties have respectively 
made customs concessions or commitments under the agreement, sub- 
ject to the proviso that with respect to state, departmental, or munici- 
pal taxes any state, department or municipality of either country may
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increase its taxes to an amount equal to those imposed on the day of 
the signature of the agreement by any other state, department, or 
municipality in that country. The purpose of the limitation on the 
absolute amount of internal taxes on products in the schedules is to 
ensure that the customs concessions on these products will not be 
nullified or impaired. This provision is particularly important in 
relation to products not produced in substantial quantities in the 
importing country and with respect to which a provision for national 
treatment is of little practical value. Thus, as regards products of 
particular importance to each party as indicated by their inclusion 
in the schedules of products on which customs concessions or commit- 
ments are obtained, a double safeguard of national treatment and of 
a limitation on the absolute amount of internal taxes is provided. 

The fourth paragraph of the article is designed to make it clear 
that the obligations assumed by the United States under the second 
and third paragraphs apply to state taxes only in so far as they are 
subject to statutory control by the Federal Government. The provi- 
sions referred to would not, for example, apply to a tax imposed by a 
state of the United States which was held by the courts to be a tax 
on intra-state commerce and hence not subject to statutory control by 
the Federal Government. 

The fifth paragraph relates to discriminatory transportation rates 
and is a special provision occasioned by certain discriminations to 
which American trade has been subject in Colombia. 

Article V is designed to ensure that tariff concessions will not be 
nullified or impaired by means of prohibitions or restrictions. The 
article relates only to products on which customs concessions or com- 
mitments are made under the agreement. The provision against the 
imposition of prohibitions and restrictions does not apply under cer- 
tain circumstances and conditions which are specified in the article and 
which will probably be found self-explanatory. As regards products 
not included in the schedules provision is made in Article VII for 
most favored nation treatment with respect to prohibitions and re- 
strictions. 

Article VI provides for notice of changes in administrative rules 
effecting advances in duties and charges applicable to imports. The 
purpose of this provision is to prevent the disruption of plans and 
arrangements of traders which sudden and unforeseen changes are 
likely to entail. It will be noted that the provision applies to ad- 
ministrative changes only; not to changes effected by legislation. 
Legislative changes normally receive sufficient publicity prior to en- 

actment to warn traders of impending changes and to allow them to 
make their plans accordingly. The exceptions to the rule regarding 
notice of changes will probably be found self-explanatory. The clause,
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“unless otherwise provided under constitutional requirements”, at 
the beginning of the article was considered to be necessary by the 

Colombian negotiators to meet certain legal exigencies in that country. 
Its inclusion is not necessary from the standpoint of the United States. 
The phrase “or customs courts” is also unnecessary from the stand- 
point of this Government. 

Article VII provides for unconditional most favored nation treat- 
ment regarding import and export duties, charges, restrictions and 
formalities. Provision for unconditional most favored nation treat- 
ment is desirable in so far as products included in the schedules are 
concerned since the value of concessions made by one party to the 
other might, in the absence of the most favored nation clause, be seri- 
ously impaired by the subsequent granting of greater concessions to 
some other country. As regards articles which for one reason or an- 
other are not included in the schedules each party will at once obtain, 
under the provisions of this article, the benefit of any concessions made 
on such articles by the other party under reciprocity agreements with 
other countries. The importance of this latter consideration lies in 
the fact that concessions granted by the United States to each country 
will apply only to products of major importance to that country. This 
limitation is necessary because any concessions made to one country 
will be freely extended at least to countries with which the United 
States has treaties or agreements providing for most favored nation 
treatment, and concessions on products of importance to those coun- 
tries must be reserved for negotiations with them. The inclusion of 
the unconditional most favored nation clause in the reciprocity agree- 
ment assures the parties thereto that in addition to reciprocal con- 
cessions on products of major importance to them, they will obtain 
concessions on other products of less importance as soon as reciprocity 
agreements affecting these products are concluded with other countries. 

In carrying out a reciprocity program concessions will normally 
be made to each country on products of which that country has been 
the chief source of imports into the United States. Statistical studies 
show that under such a plan concessions made to each country can 
be generalized to all others and an ample basis for negotiating with 
most of the important countries of the world can still be maintained. 
However, the execution of a reciprocity program while retaining the 
advantages of a general policy of unconditional most favored nation 
treatment presents certain aspects more or less peculiar to Nicaragua 
and some of the other Latin American countries. Certain products, 
notably coffee and bananas, occupy a predominant place among the 
exports of a number of these countries. It may be considered advis- 
able, if and when negotiations with Nicaragua shall have been com- 
pleted, to postpone actually bringing the agreement into force until
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negotiations shall have been completed with certain other countries to 
which coffee or bananas are important export products, in order to 
preserve a basis for negotiations with such countries. Steps have 
already been taken to determine the possibility of concluding agree- 
ments similar to that with Colombia with several other countries to 
which coffee or bananas are of predominant importance, namely, 
Brazil, Costa Rica, Guatemala and Haiti. 

The first four paragraphs of Article VII of the agreement with 

Colombia follow closely the text of model most favored nation pro- 
visions drawn up by the Economic Committee of the League of Na- 
tions. The first five paragraphs of the article will probably be found 
self-explanatory. The other paragraphs perhaps require some 
comment. 

The sixth paragraph applies the most favored nation principle to 
quotas. It is evident that it would be inequitable to divide the total 
authorized importations of a product equally among the exporting 
countries. If one country had been supplying 90% of the imports of 
a product and another 10%, the allotment of equal quotas to the two 
countries might result in a very drastic curtailment of imports from 
the first country while permitting and facilitating an actual increase 
in the imports from the second. The paragraph has in view alloting 
quotas in accordance with the share of the trade which each of the 
countries might normally expect to obtain, thus disturbing as little 
as possible their relative positions. If the total importations of an 
article in recent years have been 100 and one country has supplied 
90% and the other 10% of this amount, and if the total importations 
from all sources were restricted to 50, the quota for the first country 
might be 45 and for the second country 5. Under this system the trade 
of each is reduced in the same proportion. The share of the trade 
in each product obtained by each exporting country in a period of 
years preceding the application of the import restriction would be the 
basis for allotting the permissible imports among the exporting coun- 
tries concerned. The inclusion of provisions regarding quotas is not, 
of course, to be taken as implying an intention on the part of this Gov- 
ernment to adopt a general quota system. 

The seventh paragraph contains the exceptions to the most favored 
nation clause. The “generally recognized exceptions” referred to in 
the memorandum handed to the Chargé d’Affaires of Nicaragua, re- 
garding which you inquire in your despatch under acknowledgement, 
include such exceptions as are provided for in this paragraph. 

The first of these exceptions refers to advantages accorded to adja- 
cent countries to facilitate frontier traffic. This exception, which is 

® See vol. rv, pp. 542 ff. 
* See ante, pp. 86 ff. ; pp. 280 ff. ; and pp. 293 ff, ae
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included in the model clause drawn up by the Economic Committee of 
the League of Nations, would not permit preferences by either party 
to all importations from adjacent countries. It has in view special 
circumstances in which localities or cities are divided by the frontier 
and is designed to permit free intercourse between the parts on each 
side of the frontier without the necessity of extending such exemp- 
tions to the products of the other party to the agreement. 

A further exception to the most favored nation clause which is com- 
monly recognized in treaties, and which is included in the model 
clause of the Economic Committee of the League of Nations, relates 
to advantages to countries which have entered into customs union with 
one of the parties. Countries which have entered into a customs union 
are regarded as having been merged into a single entity for customs 
purposes. 

Under the exception regarding police and sanitary regulations either 
party may impose such requirements regarding the entry of merchan- 
dise as may be necessary for the enforcement of such regulations. It 
is evident that governments must retain complete freedom of action 
in such matters. For example, it is necessary to permit the imposition 
by either party of a prohibition on the importation of plant or animal 

| products from the territory of the other party in order to guard 
against diseases prevalent therein, without applying such a measure 
to importations from other countries where such diseases do not exist. 

The provisions regarding the commerce of Cuba and regarding the 
commerce of the dependencies of the United States are exceptions to 
the most favored nation clause which have been recognized in numer- 
ous treaties and agreements concluded by the United States. 

Under the last paragraph of the article a dependency of the United 
States, while permitted to grant preferences to the United States or 
other dependencies thereof, must accord equal treatment to the com- 
merce of the other party as compared with that of foreign countries. 

Article VIII defines by elimination the area to which the agreement 
applies, this area being that to which the Tariff Act of 1930 applies. 
It will be noted that the only provisions of the agreement which apply 
to the dependencies named in Article VIII are the provisions of Arti- 
cle VII, and that none of the provisions of the agreement applies to 
the Panama Canal Zone. For the purpose of the Tariff Act and 
the regulations issued thereunder, the Panama Canal Zone is treated 

as a foreign country. Exports from the Canal Zone to the United 
States therefore pay duty in this country as from a foreign country, 
and articles imported into the Canal Zone from the United States, with 
certain exceptions such as articles for Government departments, offi- 
cials and employees, pay the regular duties of Panama. 

With reference to Article XI it is possible that this Government 
would desire a different term for future agreements than the two year
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term specified in the agreement with Colombia. This matter can be 
left for decision until after the other provisions of such agreements 
have been decided upon. 

As indicated in the Department’s instruction of January 4 a state- 
ment of the concessions which this Government would seek from Nica- 
ragua will be prepared as soon as possible. However, owing to the 
pressure of work arising from similar studies relating to other coun- 
tries the completion of this statement may be somewhat delayed. 
Pending the receipt of this statement you are requested to have a 
study made of the imports into Nicaragua from the United States and 
the customs treatment to which American trade is subject with a view 
to submitting your recommendations regarding the concessions which 
might be requested. In preparing a list of products on which con- 
cessions might best be sought you should proceed on the assumption 
that any concessions granted by Nicaragua to the United States will 
be extended to other countries in accordance with the unconditional 
most favored nation principle. As a general rule, therefore, con- 
cessions should not be sought by the United States on products of 
which countries other than the United States are the chief source of 
imports into Nicaragua and which Nicaragua might conceivably desire 
to use as a basis for reciprocity negotiations with such countries. 

Very truly yours, For the Secretary of State: 
Francis B. Sayre 

611.1781/51 : 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 181 Manaava, April 24, 1934. 
[Received May 2.] 

Sir: I have the honor to acknowledge the receipt of the Depart- 
ment’s Instruction No. 55 of April 5, 1934 (no file number), regarding 

the proposed reciprocal trade agreement between the United States 
and Nicaragua. Yesterday, I mentioned to the President that I had 
received no further information from the Nicaraguan Government as 
to whether it was prepared to enter into conversations with me. The 
President expressed surprise and said that he had instructed the Min- 

ister of Foreign Affairs to proceed with negotiations. He requested 
me to take up the matter with Dr. Argiiello. 

This morning I called on the Minister of Foreign Affairs and told 
him that I had had a talk with President Sacasa yesterday, that Presi- 
dent Sacasa appeared to be in favor of initiating conversations. Dr. 
Argiiello stated that he was studying the matter and suggested that 
as soon as I should return from my trip to San Salvador, he and I could 
discuss the matter at length.
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It was agreed, therefore, that on my return from my proposed trip, 
immediate discussions with the Minister of Foreign Affairs will 
proceed. 

In my conversation with the President yesterday, he expressed 
the opinion that Nicaragua is more closely united with the United 
States than is any other Central American country, and that for 
this reason the United States should be prepared to afford Nicaragua 
the most favorable treatment possible. I felt it unwise to comment 
on this suggestion at that time. The President then continued that 
the bond between the United States and Nicaragua is the proposed 
canal envisaged under the Bryan—Chamorro Treaty. Doctor Sacasa 
then stated that his personal opinion is that the construction of the 
canal would be the greatest benefit possible to Nicaragua. I in- 
quired whether or not there would be political opposition at this time 
in Nicaragua to such an achievement. He said that the opposition 
would be of no consequence; that it is fruitless to worry about op- 
position here, and that taken in conjunction with the Pan-American 
Highway project,” it would be of great economic and commercial 
value to this country. Inquiring as to the possible reaction in other 

Central American countries, the President said that the construc- 
tion of the canal would be of great benefit to Costa Rica, which would 
be encompassed by canals (Dr. Argiiello, however, upon my repeat- 
ing to him this conversation this morning, added that El Salvador 
and Costa Rica would undoubtedly show opposition to the construc- 
tion of the canal, and added that these two countries were evidencing 
a united front at the present time). 

This being the first suggestion since my arrival here that the Gov- 
ernment is at present interested in our exercising our rights under 
the Bryan-Chamorro Treaty, I report the matter to the Department 
as being of more than ordinary interest. 

I informed the President and the Minister of Foreign Affairs orally 
that although I had no instructions at the present time on this mat- 
ter, I should be glad to have their views in order that I might transmit 
them to the Department. 

Respectfully yours, ArtTHor Briss Lang 

611.1781 /52 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 209 Manacova, May 15, 1934. 

[Received May 21.] 
Sir: Referring to my despatch No. 181 of April 24, 1984, regarding 

the proposed reciprocal trade agreement between the United States 

*® See vol. rv, pp. 467 ff.
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and Nicaragua, I have the honor to state that on May 3, the day fol- 
lowing my return from San Salvador, I spoke to President Sacasa 
enquiring as to the possibility of initiating exploratory conversations. 
The President stated that he desired these conversations to proceed 
as soon as possible and that he would speak to the Minister for Foreign 
Affairs in this sense. Due to the Cabinet reorganization, as reported 
in my despatch No. 193 of May 4, 1934,!° and because of Doctor 
Argiiello’s having been out of town on a short visit, I did not again 
broach the matter to the Minister of Foreign Affairs until May 11. 
At this meeting Doctor Argiiello said that he had been studying the 
correspondence on the subject but had not yet had an opportunity 
to discuss the matter with Doctor Francisco Castro, the newly ap- 
pointed Minister of Hacienda. As soon as he had a conversation 
with him, he promised to get in touch with me. Later that morning 
I called on all the newly appointed cabinet members in company with 
the Chief of Protocol, don Lisimaco Lacayo. At my interview with 
Doctor Castro, at which the Undersecretary of Hacienda, Doctor 
Luis Quesada was also present, I said that while I made the practice 

of dealing with the Nicaraguan Government officially through the 
President and the Minister for Foreign Affairs, I should always be 
glad to discuss informally matters of interest with Doctor Castro, 
as I had done with his predecessor. I added that I had taken up 
with the Minister for Foreign Affairs that same morning the possi- 
bility of our initiating exploratory conversations regarding a recip- 
rocal trade agreement, my understanding being that Doctor Argiiello 
was planning to discuss the matter with Doctor Castro. I said that 
I would be at Doctor Castro’s disposition in this or any other matter 
in which he might be interested. 

Doctor Castro said that he was much interested in a possible recip- 
rocal agreement and that he was studying the matter, but had as yet 
reached no definitive conclusions. 

I shall keep this matter actively in the minds of the appropriate 
officials. From what I have been told by the President and by Doctor 
Henri De Bayle (when he was here in February of this year) I 
gather that the chief interest of the Nicaraguan Government is to 
obtain a market for its sugar and sugar product (rum) in the United 
States and, specifically, to obtain a quota of from 10,000 to 15,000 long 
tons perannum. Mr. Ignatius O’Reardon, an American citizen, man- 
ager of the Ingenio San Antonio, near Chichigalpa (the largest sugar 
hacienda in Nicaragua) informs me that a quota of 10,000 tons would 
cover Nicaraguan needs at the present time. The Department may 
wish to bear in mind this apparent interest of Nicaragua in a quota 
on the importation of sugar, to be used for bargaining purposes. 

Respectfully yours, ArrHor Buss Lang 

* Not printed.
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611.1731/53 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 256 Manaava, June 2, 1934. 
[Received June 13. ] 

Sir: With reference to my despatch No. 209 of May 15, 1934, I have 
the honor to state that the Secretary of Hacienda, Doctor Francisco 
Castro, recently requested me orally to furnish him with a copy of the 
reciprocal trade agreement concluded between Colombia and the 

United States. I informed Doctor Castro that I would not be able to 
furnish him with such an agreement without the Department’s in- 
structions, and I added that I considered it is contrary to the Depart- 
ment’s policy to furnish foreign governments with copies of conven- 
tions between the United States and another foreign power prior to the 
removal of the injunctions of secrecy by the Senate. 

I have, however, furnished Doctor Castro with a copy of the joint 
statement of December 15 issued by the then Acting Secretary of State 
and the Minister of Colombia,“ as it appeared in the Congressional 
Record of May 1, 1934 (page 8025 [7755]). 

Respectfully yours, Arruur Briss Lane 

611.1731/58a : Telegram TO 

The Secretary of State to the Minister in Nicaragua (Lane) 

WasHINeton, July 17, 1934—8 p. m. 

41. Department’s instruction No. 11, January 4, 1934. The Depart- 
ment wishes to commence exploratory conversations as soon as pos- 
sible. It is therefore preparing a study of the trade between the two 
countries and a list of the concessions which would probably be asked 
of Nicaragua. This list will be forwarded to you shortly. Itis hoped 
that Nicaragua in turn will be in a position to expedite its own study 
in order that actual conversations can be initiated in Managua not 
later than September 1. Please ascertain and report whether this is 
agreeable to the Government of Nicaragua. It is desired that no 

publicity be given matters for time being. 
Hoi 

611.1781/54 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 348 Manactva, July 20, 19384. 
[Received July 27 (?%)] 

Sim: I have the honor to inform the Department that immediately 
on receipt of the Department’s telegraphic instruction No. 41 of 

4 Foreign Relations, 1933, vol. v, p. 248.
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July 17, 8 p. m., I called on President Sacasa and expressed the hope 
that the Nicaraguan Government would be able to complete its studies 
as soon as possible in order that we might be able to commence ex- 
ploratory conversations in Managua with the least possible delay 
after the receipt of my further instructions from the Department. 

The President repeated what he had said to me on previous occa- 
sions,—that his Government is deeply interested in the possibility of 
concluding a reciprocal trade agreement with the United States and 
that he would give instructions immediately to the Ministers of For- 
eign Affairs and of Hacienda to complete their studies in order that 
the conversations might commence. He suggested, on my enquiring 
what steps I might take to ensure the expeditious handling of the 
matter, that I address an informal letter to the Minister for Foreign 
Affairs. A copy of the letter, dated July 18 [29], to Dr. Argiiello 
is transmitted herewith for the Department’s information. 

When I presented the letter this morning to Dr. Argiiello (he was 
unable to see me at his office yesterday) I expressed the hope that he 
might be able to initiate the conversations with me at the earliest 
possible date; and that I hoped soon to have further information from 
the Department which would enable me to proceed with him. Dr. 
Argiello indicated that he would give the matter careful study but 
made no further comments. 

Later in the morning I saw the President and told him of my hav- 
ing called on Dr. Argiello. Dr. Sacasa said that Dr. Argiiello had not 
attended the regular cabinet meeting yesterday and that consequently 
he had not had an opportunity to talk to him about the matter. He 
said, however, that he had spoken to the Minister of Hacienda, Dr. 
Francisco Castro, who indicated, so the President said, that he was 
disposed to start conversations at any time. I expressed my personal 
opinion to the President that, if each Government could decide what 
it desired in the matter of concessions from the other, we should then 
be in a position to start conversations on a definite basis. The Presi- 
dent said that he agreed that this would be desirable. 

I shall continue to endeavor to keep this matter prominently in the 
minds of the appropriate officials of the Nicaraguan Government; on 
the other hand, I should appreciate it if the Department would send 
the further instructions, promised in the Department’s telegram No. 
41 as early as convenient, and by airmail. 

Respectfully yours, ArtTuour Briss Lane 

* Not printed.
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611.1731/55 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 350 Mawnacva, July 21, 1934. 
[Received July 26. ] 

Sir: Referring to my despatch No. 348 of July 20, 1934, concerning 
the steps I have taken in regard to the Department’s wish, as expressed 
in its telegram No. 41 of July 17, 8 p. m., to commence exploratory con- 
versations with a view to the negotiation of a reciprocal trade agree- 
ment between the United States and Nicaragua, and particularly to 
the informal note which I addressed, under date of July 19, to 
the Nicaraguan Minister for Foreign Affairs on the subject (enclosure 
No. 1 to the despatch under reference), I have the honor to transmit 
herewith copies and translations of an informal note in reply to the 
latter which I have just received from the Minister of Foreign Af- 
fairs 1* and in which the continued interest of the Nicaraguan Gov- 
ernment in negotiating such an agreement and its acceptance of the 
proposed procedure is expressed. 

Respectfully yours, ArtTuur Buss Lann 

611.1731/57 - 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 354 Manacua, July 23, 1934. 
[Received July 30. ] 

Sir: Referring to my despatches Nos. 348 and 350 of July 20 and 21, 
respectively, regarding the Department’s desire to conclude a re- 
ciprocal trade agreement with Nicaragua, I assume that the provi- 
sion in Paragraph III of Title III of the amended Tariff Act (H. R. 
8687)?” providing that articles may not be transferred from the 
dutiable to the free list, or vice versa, would preclude the imposition 
of duty on coffee and bananas by executive action. If my assumption 
is correct, it would seem that the implied suggestion contained in 
the Department’s memorandum of January 4, 1934, to the Nicaraguan 
Chargé d’Affaires ad interim in Washington (Department’s instruc- 
tion No. 11 of June [January] 4, 1984, file 611.1731/40 [46]) namely: 
that we might impose a duty upon bananas and coffee imported into 
Nicaragua, unless Nicaragua should give us such tariff concessions 
on articles imported into Nicaragua as we might desire, can no longer 
be made with the same force. I trust that the Department, in accord- 

%* Not printed. 
7 Approved June 12, 1934; 48 Stat. 943.
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ance with the views which I express in this despatch, will not employ 
the procedure suggested in its memorandum of January 4, otherwise 
I fear that certain difficulties for us may be created. 

Even though a discussion on the matter may now, because of the 
amended act, be purely academic, I desire to analyze briefly the situa- 
tion which might be created should we use as a bargaining weapon 
the threat of transferring articles, which are now admitted duty free, 
to the dutiable list ; furthermore the background of the existing politi- 
cal and financial situation should be in the minds of those officers 
of the Department who are to deal with the negotiations of reciprocal 
trade agreement with Nicaragua. 

Parenthetically, let us first consider the probable effect of putting 
coffee and bananas on the dutiable list, or intimating that we may do 
so, unless we should secure the concessions desired from Nicaragua. 
I quote the figures for the years of 1932 and 1933 regarding the exporta- 
tion of coffee and bananas, as taken from the report of the Collector 

General of Customs for those years. 

Correr Exrortations From Nicaracua 

1932 
Value in Per cent of 

Country Kilograms cordobas total 

Germany 2, 089, 667 396, 179 
France 9, 278, 246 315, 362 
Great Britain 1, 527, 037 293, 306 
Netherlands 1, 030, 180 215, 900 
United States 486, 387 93, 620 6.46% 
Italy 217, 656 39, 789 
Spain 339, 577 38, 187 
Others 158, 700 26, 851 

Totals ....... . 8,127,450 C$1, 479, 144 

Corrre Exportations From Nicaracua 

1933 
Value in Per cent of 

Country Kilograms cérdobas total 

Germany 3, 863, 669 659, 150 
France 4, 2038, 895 632, 547 
United States 1, 592, 618 284, 978 12. 82% 
Netherlands 1, 310, 185 233, 812 
Spain 1, 189, 604 143, 893 
Great Britain 643, 588 105, 696 
Italy 395, 410 63, 749 
Others «B54, 955 90, 591 

Totals ...... . 18, 708, 924 9, 214, 411 |
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It will be noted from the above figures that in 1932, 6% of the total 
coffee exportations went to the United States, and that in 1933 there 
was an increase to approximately 12%. Should we have threatened 
to impose a duty on coffee, it is not improbable that this commodity 
would have found ready markets in countries other than the United 
States. Furthermore, the amounts involved do not seem sufficient to 
convince Nicaragua that the United States as a coffee market is es- 
sential to Nicaraguan prosperity. I doubt, therefore, whether a threat 
to take coffee off the free list would have been effective. 

BANANAS—EXPoRTATION From NicaraGua 

Value in Percent of 
Year Bunches cordobas total 

United States 1932 3,377,613 2,237,629 100. 
United States 1938 3,618,859 1,806,930 97.73 
Netherlands 1933 84, 165 42, 083 2.27 

Totals for 1983 ........ 38,698,024 1,849,013 100. 

It will be noted that in 1932 the United States consumed all the 
banana crop exported from Nicaragua and that in 19383 we consumed 
almost the entire exported crop. According to the best information 
available, all of the companies distributing and/or exporting in Nic- 
aragua are American owned; consequently an imposition of duty 
on this product should primarily affect adversely the American in- 
terests concerned. Loss of revenue would, however, obtain with re- 
spect to the Nicaraguan Government, in case of lessened exportation, 
by virtue of the export tax imposed on bananas, at the rate of 14 to 2 
centavos per bunch according to the size (hand count). The total 
Nicaraguan Government revenue from the exportation of bananas 
was in 19382 C$ 52,107.29; in 1933 C$ 54,857.91, (including tax on 
bananas exported to the Netherlands). 

Any attempt or threat on our part to transfer bananas or coffee 
to the dutiable list or to raise the duty, or threaten to do so in the 
case of other commodities, would, I feel reasonably certain, be bitterly 
resented here, where the feeling against the United States is still 
hostile as a result of the intervention. Any threat or action such as 
indicated would almost certainly be interpreted here as another in- 
stance of our using our superior economic strength to dominate small 
countries, Nicaragua specifically. 

We have endeavored in every proper way to counteract this senti- 
ment and I believe, as a result of the policy of the “Good Neighbor” 
and of “Hands Off”, much has been accomplished. Nevertheless, the 
psychology of the Nicaraguan is such that should we now take some 
action which he considered drastic and adverse to Nicaragua’s inter- 
ests, the good accomplished would soon be forgotten.
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More practically, any action taken which would result in a decrease 
in the revenue of the Nicaraguan Government, might have very serious 
repercussions locally, which would have their effect on our prestige 
here and in other Latin American countries. As I have endeavored 
to point out in previous despatches, the present financial situation of 
the Government is highly precarious, due to the inroads which the 
expenses of the Guardia Nacional have made on the treasury, resulting 
in the budget of expenditures being exceeded monthly by C$ 60,000 
more or less, according to the best information I have been able to 
obtain. If, as I understand, there remain less than C$ 300,000 to the 
credit of the Government in the Bank of Nicaragua from the proceeds 
of the two credits granted totaling $3,000,000 (half granted in 1932 
and the remainder in 1933), then it seems to be merely a question of 
time before the Government will be out of funds. (I cannot conceive 
it possible that any serious banking institution will grant a further 
loan to this Government for the purpose of having it squandered by 
the needless expenditures of the Guardia Nacional, which at the present 
time, according to information furnished me orally by the Minister 
of Hacienda, consumes 65% or more of the budgeted income of the 
Government, and does not, so the President tells me, submit to the 
Government, detailed accounts covering the expenditures). When 
the moment arrives that the Guardia officers and men are unable to 
draw their pay, a serious moment for the Government and for the 
country is at hand. Already has this feeling been manifest in the 
activities of the Military Academy element of the Guardia, as evi- 
denced by the Castillo plot against the Government (see my despatch 
No. 386 of July 18 and subsequent despatches on this matter). 
Should any action of ours result in decreasing the revenue of the 
country, one may be certain that the anti-American journalists in 
Nicaragua and others will feature that point. When unfortunate 
happenings beset this country the finger of blame is invariably pointed 
at the United States. I cite as instances the fires following the earth- 
quake in Managua in 19317° and the assassination of Sandino in 
1934.,?° 

The question which I respectfully submit for the Department’s very 
serious consideration is this: Is it worth while, from the point of view, 
not only of our foreign relations but also of the possible financial gain 
to ourselves, to run the risk of increasing the hostile feeling towards us 
in Nicaragua; of being a party, even though unwittingly, to the finan- 
cial collapse of the Government here, with all the graver events which 
might follow in its wake; and thereby of undoing in Latin America 

* Not printed. 
® See Foreign Relations, 1931, vol. 0, pp. 780 ff. 
7° See post, pp. 526 ff.
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generally some of the happy results already accomplished as a result 
of the policy of the “Good Neighbor’’? | 

From past conversations which I have had with Nicaraguan officials 
I am of the opinion that the most effective bargaining instrument 
available (and the least liable to offend susceptibilities), is the desire 
of Nicaragua to obtain a quota for the importation per annum of 10,000 
tons of cane sugar or of sugar products, such asrum. While the value 
of such an exportation would appear not to be excessive in comparison 
with the total Nicaraguan exports, it would, I believe, tend to satisfy 
government, congressional and small stockholding interests and would 
serve to stimulate sugar production here. At present quotations, the 
value of 10,000 long tons of sugar would be approximately C$ 360,800, 
f.0.b., Corinto. (Iam informed by the Manager of the San Antonio 
plantation that its warehouse at Chichigalpa is stored full of sugar 
without any likelihood of disposing of it unless a market therefor 
becomes available in the United States.) 

The Department will recall that the Nicaraguan Government has 
approached us on several occasions with a view to obtaining such a 
quota (See Note from Nicaraguan Chargé d’Affaires in Washington 
of September 16, 1933, and my telegram No. 46 of February 10— 
1 P. M., 193471). Should we be able to grant the Nicaraguan request, 
in return for tariff concessions granted to us by Nicaragua, I am 
inclined to believe that this would be the course most advantageous to 
our interests, in so far as Nicaragua is concerned. 

With regard to possible concessions which might be made to the 
United States, some months ago I made informal enquiries of the 
Foreign Office as to the most-favored-nation treaties in force to which 
Nicaragua was a party. According to the reply received, Nicaragua 
is a party to treaties of the type mentioned with Great Britain,” 
France, Germany,“ Spain” and Italy. A copy and translation 
of Dr. Argiiello’s letter is transmitted herewith for the Department’s 
records.” Mr. Crain, Vice Consul at Managua, is at present engaged 
in preparing a report in compliance with the Department’s telegram 
No. 42, July 19—8 p. m.”” 

Respectfully yours, ArtHour Buss Lane 

71 Telegram not printed. 
* Treaty with Great Britain, signed July 28, 1905; renewed November 9, 1923; 

British and Foreign State Papers, vol. XCvitt, p. 72. 
* Treaty with France, signed January 27, 1902; denounced by France in 1919: 

renewed by modus vivendi, January 21, 1921, and February 16, 1921; ibid., vol. 

<Sveaty “with Germany, signed February 4, 1896; renewed by exchange of 
notes January 11, February 27, and March 6, 1924; ibid., vol. xcvn, p. 994, or 
League of Nations Treaty Series, vol. x11, p. 263. 

*Treaty with Spain, signed July 25, 1850; renewed September 29, 1923; 
British and Foreign State Papers, vol. XXXIxX, p. 1331. 

** Treaty with Italy, signed January 25, 1906; renewed March 8, 1922; ibid., 
vol. o, p. 1117. 

* Not printed. 
789786—52——87



516 FOREIGN RELATIONS, 1934, VOLUME V 

611.1731/65 

The Chargé in Nicaragua (Dawson) to the Secretary of State 

No. 406 Manacua, August 20, 1934. 
[Received August 27.] 

Sir: Referring to the Legation’s recent despatches concerning the 
proposed reciprocal trade agreement between the United States and 
Nicaragua, I have the honor to report that the Minister for Foreign 
Affairs, Doctor Leonardo Argiiello, informed Minister Lane, in the 
course of a meeting on August 17, 1934, that he had requested the 
Chamber of Commerce of Managua to make suggestions as to what 
concessions Nicaragua might ask of the United States in negotiating 
a trade agreement between the two countries. Doctor Argiiello stated 
that he had made the request in confidence and that he had consulted 
only the Managua organization, implying that other Chambers of 
Commerce in the country were of little importance. 

The foregoing is the only tangible step of preparation for prelim- 

inary discussion of the proposed agreement which has come to the 
Legation’s notice since President Sacasa informed the Minister one 
month ago that Doctor Francisco Castro, the Minister of Finance, 
was disposed to start conversations at any time (the Legation’s des- 
patch No. 348 of July 20, 1934). 

Respectfully yours, Attan Dawson 

611.1781/57 

The Secretary of State to the Minister in Nicaragua (Lane) 

No. 122 Wasuineton, August 24, 1934. 

Sir: The Department has received your despatch No. 354 of July 
93, 1934, concerning the proposed reciprocal trade agreement between 

the United States and Nicaragua. 
The act approved June 12, 1934, provides that “No proclamation 

shall be made increasing or decreasing by more than 50 per centum any 
existing rate of duty or transferring any article between the dutiable 
and free lists”. The Legation is correct, therefore, in assuming that 
this act precludes the imposition of duties on coffee and bananas by 
executive action. However, in the absence of an obligation to Nica- 

ragua to retain products originating in that country on the free list, 
there is nothing to prevent the Congress from imposing duties upon 

them if it so desires. The value of a provision continuing specified 
articles on the free list would be that, during the effective period of 
the agreement, Nicaragua would be protected against the possible im- 
position of duties on such articles.
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With reference to enclosure No. 1 of your despatch referred to, 

the reductions in duties which the United States might agree to make 
in an agreement with Nicaragua would apply equally to all countries, 
except Cuba, with which the United States has a special treaty relation- 
ship under which the percentage of preference accorded to Cuban 
products must be maintained. The United States would perceive no 
objection, therefore, if concessions by Nicaragua to the United States 
should be generalized to other countries in conformity with Nica- 

| ragua’s most-favored-nation treaties or its general commercial policy. 

Such general reductions would be quite consonant with the policy of 
the United States, which is to seek an increase in the total volume of 
international trade rather than the diversion of trade from one channel 

to another. 
Consideration is being given, also, to the other matters contained 

in your despatch. 
Very truly yours, For the Secretary of State: 

Sumner WELLES 

611.1731/55 : Telegram 

The Acting Secretary of State to the Minister in Nicaragua (Lane) 

WasHiInaton, August 30, 1934—7 p. m. 

52. Legation’s despatch No. 350, July 21, 1934. You may inform 
the Nicaraguan Government that the Department expects within a 
few days to give public notice of this Government’s intention to ne- 
gotiate a foreign trade agreement with Nicaragua. You will be in- 
formed by telegraph as soon as the notice is given. 

PHILLIPS 

611.1731/60 

_ The Secretary of State to the Chargé in Nicaragua (Dawson) 

No. 128 Wasuineton, August 31, 1934. 

Sir: Reference is made to your despatch No. 366 of August 1, 1934,” 
with regard to the possibility of giving Nicaragua a sugar quota in 
connection with the negotiation of a trade agreement. 
From the last paragraph of your despatch the Department gathers 

the impression that the belief is held in Nicaragua that the Costigan— 
Jones sugar legislation ® places quota restrictions on the importation 
of all types of sugar in continental United States, whether “drawback” 
or sugar for consumption purposes. In order that you may have the 

*% Not printed. | 
* Approved May 9, 1934; 48 Stat. 670.
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views of the appropriate department of this Government regarding 
this matter, there is enclosed a copy of a note dated July 10, 1934, from 
the Nicaraguan Legation * inquiring whether “drawback” sugar is 
subject to any quota, restrictions under the Costigan—Jones sugar legis- 
lation, together with a copy of the reply from the Department of 
Agriculture dated August 1, 1934.8 

It will be noted that this latter communication states the opinion 
that foreign sugars which are imported into continental United States 
for “drawback” purposes will not be charged against the consumption 
quotas established by the Secretary of Agriculture for each respective 
country, but that an authoritative comment has been requested from 
the General Counsel of the Agricultural Adjustment Administration. 
Upon the result of further advice, an instruction will be forwarded 
the Legation about this matter. 

Very truly yours, For the Secretary of State: 
SumNER WELLES 

611.1731/58 CO 

The Secretary of State to the Chargé in Nicaragua (Dawson) 

No. 127 WasHIneTon, September 6, 1934. 

Sir: Reference is made to the Legation’s despatch No. 353, dated 
July 28, 1934, concerning the desire of Nicaraguan officials for a copy 
of the reciprocal trade agreement recently negotiated between the 
United States and Colombia, and requesting information as to the 
Department’s policy in this connection. 

In reply you are informed that the text of the reciprocal trade 
agreement between the United States and Colombia is still considered 
confidential and that it would therefore be contrary to the Depart- 
ment’s policy to furnish advance copies of the text to any third govern- 
ment prior to the removal of the injunction of secrecy. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

611.1731/66a : Telegram 

The Acting Secretary of State to the Chargé in Nicaragua (Dawson) 

WASHINGTON, September 10, 1934—8 p. m. 

54. Public notice of intention to negotiate a foreign trade agree- 
ment with Nicaragua was given September 7.°? Please inform Min- 
ister for Foreign Affairs. 

PHILLIPS 

** Not printed. 
* For text of public notice and statistics on trade with Nicaragua, issued by the 

Department of State, September 7, 1934, see Department of State, Press Releases, 
September 8, 1934, pp. 176-179.
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817.00/8143 

The Chargé in Nicaragua (Dawson) to the Secretary of State 

[Extract] 

No. 496 Mawnacua, September 26, 1934. 
| Received October 4. ] 

Sir: I have the honor to report that, at President Sacasa’s invita- 
tion, I called on him on September 19, 1934, so that, to use his own 
phrase, he “might talk things over with me”. He told me over a period 
of more than two hours of his difficulties and troubles. 

Turning to the question of the proposed trade agreement between 
the United States and Nicaragua, President Sacasa expressed grati- 
fication at the ruling of the Department of Agriculture that “draw- 
back” sugar would not be subject to quota provisions, of which he had 
been informed by Doctor Henri de Bayle, the Nicaraguan Chargé 
d’Affaires in Washington. He said, however, that he still hoped that 
it would be possible for Nicaragua to secure a sugar quota in connec- 
tion with the negotiations for the trade agreement. I then remarked 
that Mr. Ignatius O’Reardon, the manager of the San Antonio sugar 
estate, the only exporter of refined sugar from Nicaragua at the present 
time had told me that a quota for Nicaragua would be of little use as, 
in his opinion, Nicaraguan sugar could not, in any case, compete in 
the domestic trade of the United States with American continental 
or insular sugar or that of Cuba because of advantages of the latter 
in freight rates and/or customs duties. 

Doctor Sacasa then went on to say that what he hoped for was not 
only a quota but preferential duty on the same terms as Cuba. I 
explained to him that, as I understood the matter, Cuba is in a special 
status, provided for in our existing most-favored-nation treaties, and 
that I thought that the only way to give Nicaragua equivalent treat- 
ment would be to denounce all of our most-favored-nation treaties with 
sugar producing countries in contravention of our long standing policy 
on the question. The President did not seem to get the point although 
I reiterated it. I should be appreciative if the Department would 
advise me whether my interpretation is correct. 

Respectfully yours, Aztuan Dawson



520 FOREIGN RELATIONS, 1934, VOLUME V 

617.008/161 

The Secretary of State to the Chargé in Nicaragua (Dawson) 

No. 138 WasHINcTon, September 28, 1934. 

Sir: Reference is made to despatch No. 37, of September 15, 1934,” 
from the American Vice Consul at Managua, transmitting a copy of 
a communication from the Collector General of Customs and High 
Commissioner to the Nicaraguan Minister of Finance, outlining pro- 
posals for a new Nicaraguan Tariff which may be presented to Con- 
gress for action at this session. In his transmitting despatch, the Vice 
Consul states: 

“, .. it is noted that the Proposed Tariff makes provisions for 
increased duties on commodities of vital importance in the United 
States’ export trade, including such items as wheat flour, hog lard 
and substitutes, machinery in general, and automobiles.” 

Inasmuch as Nicaragua has expressed its desire to negotiate a com- 
mercial agreement with the United States, the general purpose of 
which it is clearly understood will be to remove or reduce existing 
barriers to trade, including import tariffs, the Department believes it 
has a right to expect that the Government of Nicaragua, pending the 
completion of the negotiations, should refrain from increasing its 
import duties on products which are principally of American origin. 
It is desired that you point this out informally to the Minister for 
Foreign Affairs and report the result of your representations. 

Very truly yours, For the Secretary of State: 
SuMNER WELLES 

611.1731/71a: Telegram 

The Secretary of State to the Chargé in Nicaragua (Dawson) 

WASHINGTON, September 28, 1984—6 p. m. 

58. Telegraph whether proposed trade agreement with the United 

States will require ratification by legislature and if so when next ses- 
sion will be inaugurated and duration. Repeat to other missions in 
Central America. 

Hui 

* Not printed.
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611.1731/72 : Telegram 

The Chargé in Nicaragua (Dawson) to the Secretary of State 

Managua, September 29, 1934—11 a. m. 
[Received 2:20 p. m.] 

158. Yes. Congress will probably adjourn October 5th; next regular 
session starts December 15th and lasts under constitution for 45 to 60 
“meetings” (not days). | 

Dawson 

611.1781/68 

The Secretary of State to the Chargé in Nicaragua (Dawson) 

No. 140 WASHINGTON, September 29, 1934. 

Sir: The receipt is acknowledged of your despatch No. 464 of 
September 11, 1934,** quoting the translated text of a Nicaraguan press 
item stating that information had been obtained from the Department 
of State to the effect that there was under contemplation a barter plan 
whereby Nicaragua, Honduras and Guatemala would pay in coffee 
for a percentage of their imports. 

In this regard, you are informed that in the exploratory studies of 
trade agreements which are now being made no consideration is being 
given to any plan for the barter or exchange of commodities. In your 
conversations with officials of the Foreign Office you may make such 
use of this information as may appear advisable. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

617.008/163 

The Chargé in Nicaragua (Dawson) to the Secretary of State 

No. 511 Mawnaaua, October 2, 1934. 
[Received October 8. ] 

Sir: Referring to the Department’s instruction No. 138 of Septem- 
ber 28, 1934, in regard to the proposal of the Nicaraguan Collector 
General of Customs to the Minister of Finance for a new Nicaraguan 

tariff, I have the honor to report that the paragraph from the Con- 
sulate’s despatch No. 37, of September 15, 1934, pointing out that 
the proposed tariff would provide for increased duties on wheat flour, 
hog lard and substitutes, machinery in general, automobiles and other 
commodities of vital importance in the export trade of the United 
States, which is quoted in the Department’s instruction under acknowl- 
edgment, was inserted by the Vice Consul in his despatch at my sug- 
gestion. 

* Not printed.
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Some days ago, before the date of the Department’s instruction, I 
mentioned to the Minister for Foreign Affairs my feeling that the 
enactment of a new tariff increasing rates while negotiations were 
pending for a trade agreement between the United States and Nica- 
ragua which would presumably be intended to produce the opposite 

effect would be unfortunate, especially as some of the items which 
would be affected are imported mainly from the United States. The 
Minister replied that he did not think there was any possibility of 
the proposed tariff being enacted at the current session of Congress 
which is due to terminate on October 5, 1934. Later, I made a similar 
statement to President Sacasa who told me (1) that he had not yet 
presented the proposed tariff to Congress because his financial advisers 
had not had a chance to consider it in detail and correlate it with 
the Government’s general economic program and (2) that he con- 
sidered my point well taken. 

Respectfully yours, Autan Dawson 

611.176 Sugar/40 

The Secretary of State to the Chargé in Nicaragua (Dawson) 

No. 151 WasuHIneron, October 19, 1934. 

Sir: Reference is made to the second paragraph on page five of your 
despatch No. 496 of September 26, 1934, reporting that President 
Sacasa in a recent conversation expressed the hope that the United 
States would grant Nicaragua a sugar quota on the same preferential 
terms as Cuba. You inquire as to whether your interpretation of the © 
difference in status between Cuba and Nicaragua, as conveyed to Presi- 
dent Sacasa, is correct. 

The Department approves your expression of views on this sub- 
ject to Doctor Sacasa. The Department does not contemplate de- 
parting from its established policy of unconditional most-favored- 
nation treatment and of making an exception to this rule only in 
favor of Cuba. In the negotiations for trade agreements shortly to 
be undertaken, it is not planned to grant preferential treatment to 
any other countries. Furthermore, under the Trade Agreements Act 
of June 12, 1984, this Government could discriminate in favor of the 
product of one country as against the product of another only if the 
latter discriminated against the trade of the United States or if its 
acts or policies were such as to defeat the purposes of the act. 

Very truly yours, For the Secretary of State: 
Francis B. Sayre
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617.003/167 

The Chargé in Nicaragua (Dawson) to the Secretary of State 

No. 618 Managua, November 21, 1934. 
[Received November 80. | 

Sir: I have the honor to report that President Sacasa has twice 
recently spoken to me about his plans for revision of the Nicaraguan 
tariff. In his conversations he has stressed two points, the need 
of the Nicaraguan Government for added revenues and the danger 
that Nicaraguan markets will be flooded by Japanese goods with detri- 
mental results to Nicaraguan export trade. 

‘In connection with the first point, the President stated that he had 
given some study to the proposal of the Collector General of Cus- 
toms for a revision of the tariff, generally along upward lines (des- 
patch No. 37, of September 15, 1984, from the Consulate at Man- 
agua *), but that he did not wish to do anything about the matter 
until the reciprocal trade agreement negotiations between the United 
States and Nicaragua had been disposed of. 

President Sacasa expressed the feeling that large Japanese imports 
into Nicaragua would be regrettable as Japan took none of Nicaragua’s 
exports and the general trend in the world today seemed to be to 
trade on a reciprocal basis. He said that the Exchange Control 
Commission had tried to hold down Japanese imports by restrictions 
on the granting of foreign exchange to cover them but that this had 
been unsuccessful. While the President did not mention it, the 
reason for this seems to be that, although Japanese exporters require 
payment on or before delivery, their prices are such that importers 
can buy foreign exchange from brokers at the prevailing street rate 
of about 1.20 cérdobas to the dollar instead of from the National Bank 
at the official rate of 1.02 cérdobas to the dollar and still purchase 
goods cheaper than from American, British, German or French 
exporters, 

One thing which appeared to worry Doctor Sacasa and certainly 
does other Nicaraguan officials is that, under the new German ex- 
change regulations, Nicaragua will be able to sell coffee to Germany, 
its principal market, only to the extent that Nicaragua purchases 
German exports. The President seemed to have a vague idea that, 
if imports from Japan could be cut off, some of the trade would go 
to Germany with reciprocal benefits to Nicaragua. Other officials 
appear to be more inclined to regard the German market as defi- 
nitely lost and to be hoping for the development of new coffee markets, 
such as in the United States. 

* Not printed.
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The President remarked that he was inclined to think that a modi- 
fication of the Salvadoran preferential tariff scheme *” (Despatch No. 

589, of August 28, 1934, from the Consulate General at San Salvador *) 

would furnish Nicaragua the greatest measure of protection and do 
the most good. From all appearances he was convinced of the efficacy 
of this system by several conversations last month with Mr. E. C. 
Curtis, a traveling agent for Brune, Pottberg and Co., of New York, 
with credentials as a representative of the Textile Exporters Associa- 
tion of the United States, which has sent representatives to all of the 
Central American countries in an endeavor to secure action which 
would counteract the dumping in them of Japanese cotton goods 
exports and enable American exports of this category (the most im- 
portant item in American export trade to Central America) to main- 
tain their position, which has been seriously undermined. 

Mr. Curtis, a very able and intelligent German Jew who has been 
a resident of the United States since before the entrance of the United 
States into the World War and has taken out first papers, in various 
talks with me expressed his belief that the only way in which the 
American textile export trade, as well as the British, could continue 
to meet Japanese competition in Central America was by an extension 
to other countries of the Salvadoran tariff system. He frankly ex- 
pressed the opinion that no reductions in tariff rates which could con- 
ceivably be secured in reciprocal trade agreements (which would pre- 
sumably not be extended to Japan since it does not have a most-favored- 
nation treaty with Nicaragua nor, so far as the Legation has been able 
to ascertain, with the other Central American countries) would en- 
able American cotton goods exporters to compete with their Japanese 
competitors on terms of price equality. 

Mr. Curtis, who is a very efficient propagandist, appears to have 
strongly influenced Doctor Leonardo Argiiello, Minister for Foreign 
Affairs. In addition, he succeeded in getting some newspaper support 
for his propaganda and had several articles, written by him, published 
in La Noticia, the leading local daily. 

Shortly after Mr. Curtis’s departure for Honduras, where he in- 
tended to pursue a similar campaign, two Japanese officials, Messrs. 
Kazaburo Kataoka and Yasuto Shudo, one understood to be a member 
of the Japanese Legation staff in Mexico City and the other a Foreign 
Office employee, arrived in Managua in the course of a trip through 
the Central American countries and Panama. They gave several 
newspaper interviews to the effect that their mission was to improve 
commercial relations between Japan and Central America and that 
Japan was anxious to purchase Nicaraguan products, mentioning raw 

* Decree No. 67, June 23, 1934, El Salvador, Diario Oficial, July 3, 1934, p. 1451. 
* Not printed.
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cotton, hard woods, coffee and scrap iron. The Department can judge 
as to the seriousness of these remarks. Nicaragua exports no cotton, 
its hard woods could hardly compete with those from Formosa, for 
example, the Japanese are not known as a race of coffee drinkers and 
the only scrap iron in Nicaragua consists of old rails and abandoned 
railroad material, principally on the east coast. 

The two Japanese officials remained in Managua only two days, 
from October 15 to 17, 1934, and did not have an interview with the 
President. They were received by the Minister for Foreign Affairs, 
who told me that he was badly impressed by their manner. He stated 
that, while they carried proper credentials, they had used journalistic 
rather than diplomatic methods in questioning him (Doctor Argiiello 
has apparently had little experience with the typical Japanese thirst 
for knowledge). They made no concrete proposals, according to 
Doctor Argiiello, but indicated that they would send him a note from 
Panama. When I last saw the Minister, last week, before his depar- 
ture for Leon, he told me that he had had no word from the Japanese 
representatives. 

I think there is little question that the higher Nicaraguan authori- 
ties, as a whole, would much prefer to give the United States tariff 
preference by raising tariff rates on imports from such of our com- 
petitors as Japan rather than by lowering duties on our products and 
those of other nations having most-favored-nation treaties with Nica- 
ragua. The Nicaraguan Government is at its wit’s end to make ends 
meet and does not want to lose any revenues. The lesson that one of 
the major causes of the world depression is the system of worldwide 
tariff barriers damming the stream of natural international commer- 
cial intercourse has not been learned by it. 

Respectfully yours, ALLAN DAwson 

611.176 Sugar/41 

The Secretary of State to the Chargé in Nicaragua (Dawson) 

No. 167 Wasuineton, November 26, 1934. 

Sir: The receipt is acknowledged of your despatch No. 593 of No- 
vember 12, 1934,*® reporting the circulation of a rumor in Nicaragua 
to the effect that a quota of 9,000 tons of sugar for importation into 
the United States has been allotted to Nicaragua. 

In reply, there is enclosed a copy of “General Sugar Quota Regula- 
tions, Series 1, Supplement 1” of the Department of Agriculture issued 
on October 9, 1934, which fixes the 1934 quotas for full duty sugar 

* Not printed. /
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imported for consumption into the United States. You will note that 
the quota allotted to Nicaragua is 6,985,419.88 pounds, or something 
over 3,000 long tons. 

The amounts of the full duty sugar quotas are of public knowledge; 
but, in view of the somewhat smaller quotas for the Central American 
Republics than had been hoped for by interested parties, it would not 
appear either necessary or advisable for the Legation to take any steps 
to make known to the public the amount of the Nicaraguan quota. In 
case you receive any direct inquiries in the matter, you are, of course, 
authorized to supply the requested information. 

It is suggested that, in case the subject of Nicaraguan sugar quotas 
is brought up in any conversations you may have with Nicaraguan 

officials, you point out that sugar imported into the United States for 
re-export on a “drawback” basis is not subject to the quota and con- 
tinues to be admitted into the United States in unlimited quantities. 
It is understood that the bulk of Nicaraguan sugar exported to the 
United States is of the “drawback” category. 

Very truly yours, For the Secretary of State: 
SuMNER WELLES 

[See also extract from instruction No. 120, December 21, 1934, to 
the Minister in Costa Rica, printed on page 92. | 

POLITICAL UNREST IN NICARAGUA; POLICY OF THE UNITED STATES 

NOT TO INTERFERE IN NICARAGUAN INTERNAL AFFAIRS 

817.00/7932 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacua, February 5, 1934—noon. 
[Received 3:55 p. m.] 

37. My telegram No. 36 of today.* The President yesterday showed 
me a letter dated January 26 which he had received from Sandino 
stating in substance as follows: Sandino had heard that the Govern- 
ment had decided not to live up to the provisions of the agreement 
of February 2, 1933,“ but hoped this report was inexact. Sandino 
would be loyal to the President should the latter have trouble with 
the “unconstitutional” Guardia Nacional but will not give up his arms. 
He went so far as to say that the President would endeavor to use 
force if disarmament of Sandino’s forces were desired. He referred 
in hostile terms to the attitude of the Guardia. 

“Not printed. 
“Peace agreement signed by President Juan Bautista Sacasa and General 

César Augusto Sandino; for text, see La Prensa, February 4, 1983.
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The President said to me that the threatening tone of Sandino’s 
letter angered him and that he would not permit such an attitude of 
lack of respect which had resulted in the creation of a state within a 
state. He said, however, that the tactless attitude of the Guardia 
and particularly of General Somoza ® had aggravated the situation 
and that he is more concerned regarding the attitude of the Guardia 
than he is with respect to Sandino (my letter of February 3 to Edwin 
Wilson * discusses at length the Guardia situation). 

The President said that he had determined to send for Sandino to 
have a frank discussion with him and that he expected him here within 
a week. 

LANE 

817.00/7934 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manaaua, February 9, 1934—3 p. m. 
[Received 7:05 p. m.] 

44, My telegram No. 40, February 5, 11 p.m.“ President Sacasa 
stated to me this morning that he had received reply from Sandino 
agreeing to come to Managua although he felt trip unnecessary “as 
everything had already been settled”. The President said that he was 
arranging to have Salvatierra, Minister of Agriculture, proceed to 
Wiwili by regular plane on Tuesday and accompany Sandino to 
Managua. 

LANE 

817.00/7935 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacuva, February 14, 1934—5 p. m. 
[Received 8: 50 p. m.] 

48. My 44, February 9,3 p.m. Informed by official sources that 
plane was unable to land at Wiwili and that consequently Sandino’s 
arrival here will be delayed: meanwhile, there appears to be uncer- 
tainty on the part of the Government as to what action it will take. 

General Somoza tells me that he will take no action to embarrass 
the President and that Guardia will be loyal. Reports from consular 
agent at Matagalpa, however, indicate that tense feeling exists in that 
region between Guardia and Sandinistas and that the former are 
anxious to create a pretext in order to attack latter. 

“ General Anastasio Somoza, Jefe Director of the Guardia Nacional. 
“Letter not found in Department files. Edwin C. Wilson was Chief of the 

Division of Latin American Affairs. 
“Not printed.
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Situation is aggravated because of open antagonism to Government 
on the part of Chamorro* and Moncada.“ Furthermore, even if 
Guardia officers should be loyal to the Government, I have grave 
doubts as to efficiency and discipline of organization as a whole and 
as to whether Somoza really controls his men. 

Lane 

817.00/7968 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 102 Mawnacwua, February 20, 1934. 
[Received March 5.] 

Sir: Supplementing my telegram No. 53, February 16, 5:00 P. M.,* 
reporting the arrival of Sandino in Managua on that date, I have the 
honor to report that during the last few days very prolonged negotia- 
tions have been carried on with Sandino in the Presidential House 
with a view to arriving at a mutually satisfactory formula for dealing 
with the situation which has arisen with the termination on February 
17 of the time limit of one year provided for in the peace pact of 
February 2, 1933. As has been previously reported General Somoza 
and the Guardia Nacional have strongly maintained the view that 
Sandino should now turn over all his arms and munitions, stating 
that such action would be in accordance with the terms of the peace 
pact. President Sacasa himself maintained a more conciliatory atti- 
tude, but without announcing publicly just what policy he intended 
to pursue. 

In the local press of February 17, 1934, Sandino was reported to 
have said that he would not turn over his arms to the Guardia Nacional 
because of the unconstitutionality of that organization; and that he 
actually assumed this attitude seems to have been confirmed by subse- 
quent press reports and by conversations I have had with officials close 
to the situation. General Somoza was admittedly resentful of this 
declaration attributed to Sandino, and has told me several times that 
he would like to “lock him up.” One result of the raising of this point 
by Sandino, namely, the alleged unconstitutionality of the Guardia 
Nacional, may be that the National Congress will finally decide to 
enact legislation designed to put the organization on a firm and unques- 
tioned legal basis. The need for Congressional action was pointed 
out by Juan Ramon Aviles in an editorial in La Noticta of February 
18,1934. Whether or not this would bring before Congress the project 
of law for the Guardia Nacional submitted by General Matthews in 

* General Emiliano Chamorro, Conservative Party candidate for the Vice 
Presidency of Nicaragua in 1932. 

“* José Marfa Moncada, ex-President of Nicaragua. 
“Not sent until February 27, 1934. 
“ Not printed.
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1932 * before the withdrawal of the Marines it is impossible to state, 
but the need for some such action seems now more urgent than ever. 

Doctor Salvador Calderén Ramirez © has been taking part in the 
conversations with Sandino in the Presidential House, and has appar- 
ently exerted his influence on the side of reasonable conciliation. At 
the same time, if I may judge from the conversations I have had with 
him, he is somewhat disillusioned, and has referred in disparaging 
tones to Sandino’s intellectual capacity for expressing his ideas. A 
similar opinion was expressed the other day by Doctor Leonardo 
Argiiello, Minister of Foreign Affairs, when he stated that he carefully 
listened to Sandino talk for half an hour, but was unable afterwards 
to express any opinion concerning what had been said because he did 
not know what had been said. High officials in the Government have 
manifested an impatience because so much time has been and is being 
spent in long negotiations with such a person. Finally, President 
Sacasa himself has given evidence of losing his patience and in speak- 
ing confidentially to me gave me the impression that he was inclined 
to take a firm stand and deal strongly with the situation. 

In an interview which appeared in La Nueva Prensa of February 20, 
1934, Sandino is reported to have said that the United States would 
like to get him out of the Rio Coco region in order that the land there 
might fall into American hands and serve as a source of food supply 
in the event of a war. No indication was given as to what may have 
prompted him to make such a statement. 

According to reports received from Mr. John A. Willey, American 
Consular Agent in Matagalpa, there is considerable uneasiness in the 
Segovias with respect to Sandino’s future movements. The possi- 
bility of a general attack by Sandino and all his followers has been 
freely discussed, and worry is expressed lest bandit activities inter- 
fere with the remaining coffee shipments. The possibility of an attack 
on Matagalpa for the purpose of looting has even been suggested. 
Very little, if anything, has so far happened to justify such fears in 
that area, but there obviously exists a feeling of tense uncertainty. 

Respectfully yours, ArtHur Buiss Lane 

817.00/7939 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacva, February 22, 1984—5 a. m. 
[Received 11:20 a. m.™] 

57. My 48, February 14,5 p.m. Last night, February 21, about 
11 o’clock machine gun fire was heard near the Legation residence. 

” Foreign Relations, 1932, vol. v, p. 889. 
*° Nicaraguan Chargé in Mexico. 
“ Telegram in three sections.



530 FOREIGN RELATIONS, 1934, VOLUME V 

On entering town to investigate we observed that house of Salvatierra, 
Minister of Agriculture, where Sandino has been staying, had appar- 
ently been attacked, a wounded man lying on sidewalk immediately 
in front and a detachment of about ten Guardia men being stationed 
across the street. The captain of the detachment informed me that 
Sandino’s men had fired upon Guardia which had replied in kind. 
Proceeding to Legation office we telephoned to President who re- 
quested me to confer with him. 

From what he and others in the Presidential quarters told me I 
understand that Sandino, his father, Salvatierra and General Estrada 
left the Presidency about 10:30 and on approaching entrance to 
Campo de Marte car was stopped and taken with occupants to nearby 
military prison whence Generals Sandino and Estrada were removed. 
(While President and General Somoza tell me that they are unaware 
of what happened to Sandino, I have reason to believe that Sandino 
has been killed.) 

The President having told me that he was unable to reach Somoza 
by telephone he asked me whether I would endeavor to persuade him 
to come to the Presidency. I agreed. I found Somoza in his home 
apparently unwilling to go because of possibility that violence might 
be done to him. On my offering to take him with me in my car he 
consented to accompany me. At the President’s invitation I was 
present when he interviewed Somoza who professed ignorance of 
what had happened and said that he had been attending a concert 
all evening. [Omission?] it having developed then that Salvatierra 
and Sandino’s father were in jail, and at the request of both the Presi- 
dent and Somoza I took them from the jail to the Legation office 
(Somoza told me that he could not guarantee their lives as far as the 
Guardia was concerned). From here they telephoned the President 
who requested that they proceed to the Presidency under the protec- 
tion of the Legation car. This protection was accorded. 

I was informed that orders had been issued by General Somoza to 
the Guardia to concentrate on Wiwili with a view to bringing about 
the surrender of the arms of Sandinistas and in case this were impos- 
sible to exterminate them. Also that Conservative military leaders 
be imprisoned (Somoza later told the President in my presence that 
order regarding Conservatives would be countermanded immediately, 
the President having argued that there was no proof against that Party 
which would necessitate such action). 

Yesterday morning I received Somoza who had telephoned that 
he wished to see me urgently on an important matter. He informs 
me that President had exchanged letters with Sandino implying that 
Guardia should be reorganized within 6 months; also that General 
Portocarrero, former Sandinista candidate for President, had been
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chosen as delegate of Government in Provinces of Esteli, Nueva Sego- 
via, Jinotega, and Matagalpa. Somoza, who appeared unusually ex- 
cited, stated that Portocarrero’s appointment was an insult to the 
Guardia as it would put the Guardia under the control of Sandino. 
I advised him to be calm and suggested that I confer with Calderén 
Ramirez to ascertain the real situation. (Somoza told me that he 
wanted to proceed immediately against Sandino and that if I would 
merely wink my eye he would “lock him up”. Again I advised caution 
and suggested to him the possible consequences of any violent action 
such as civil war.) 

Yesterday afternoon I saw Calderén who said that Portocarrero 
although once a Sandino enthusiast was now very loyal to the Govern- 
ment and was, in his opinion, the best selection for the position of 
delegate. I repeated this message to Somoza at 6 o’clock and was 
told by him that he would not “start anything” without prior consul- 
tation with me. Somoza appeared even more nervous than in the 
morning and was conferring with three Guardia officers (one of whom 
I recognized outside of Salvatierra’s house afterwards) when I en- 
tered his home. He said that, while he accepted Calderén’s estimation 
of Portocarrero, the Guardia would be furious at the “insult” and 
that things had reached a point where he could no longer control the 
Guardia. As I left him he again said that nothing would be done 
without consulting first with me. 

The President told me that the action of the Guardia is nothing 
short of revolt and that he is uncertain whether he can depend on 
Guardia support. 

Tense feeling is evident in Presidential circles. Furthermore, from 
being present at interviews last night between Sacasa and Somoza I 
gather that former has little control over the latter. On the other 
hand I am told by one of his relatives [omission?] has sacrificed re- 
spect of his men for popularity and that therefore discipline is at a 
low ebb. 

Apparent lack of discipline and organization in Guardia and prob- 
able reprisals on the part of Sandino’s followers render the situation 
serious. Apparent general lack of confidence in Government is not 
a healthy sign. 

LANE 

817.00/7940 : Telegram 

The Minster in Nicaragua (Lane) to the Secretary of State 

Manacua, February 22, 1934—4 p. m. 
[Received 9:40 p. m.] 

58. My 57, February 22,5 a.m. The President sent for me this 
morning and asked me to accompany General Portocarrero to aviation 

789736—52——-38
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field. I complied with request. Calderén Ramirez left on the same 
airplane for San Salvador. 

President showed me decode of telegram from Jefe Politico at Jino- 
tega indicating that crowd of Government (as distinguished from 
Guardia) sympathizers had gathered to offer loyalty to President. 
President stated that similar telegrams had been received from all 

parts of the country. 
He said he had placed censorship on all outgoing communications 

and that he proposed to establish state of siege. 
Later I saw General Somoza. He told me that General Sandino, 

his brother Socrates, and Generals Estrada and Umanzor had been 
killed last evening and that son-in-law of Salvatierra had been badly 
wounded in the fighting outside of latter’s house. 

Somoza said that his code message regarding operations at Wiwili, 
as reported in my telegram 57, February 22, 5 a. m., had been stopped 
by order of the President but that later it had been released, necessi- 
tating a delay, however, of about 8 hours; and that the telegram with 
respect to the release of Conservatives had been sent. 

It is evident that the relations between the President and his asso- 
ciates, on the one hand, and Somoza, on the other, are severely strained 
as a result of the murder of Sandino and his companions. As this 
relationship is openly discussed here, Somoza told me he would issue 
statement to the press emphasizing his loyalty to the President. So- 
moza assures me that he will support President and his government. 
Since events of last night, however, I have less confidence in his assur- 
ances than formerly. 
Managua is quiet outwardly. Have as yet no reports from other 

parts of country but have instructed Consul at Puerto Cabezas to tele- 
graph such reaction in his district as he may be able to confirm. 

LANE 

817.00/7938 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacva, February 22, 1934—7 p. m. 
[Received 9:41 p. m.] 

60. President Sacasa told me this afternoon that Congress today 
declared a state of siege and that none of the local newspapers would 
be permitted to appear tonight. 

Lane
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817.00/7941 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manaawva, February 22, 1934—8 p. m. 
[Received February 23—12: 12 a. m.] 

61. With reference to my telephone conversation with Edward 
[H'dwin?] Wilson this morning regarding possibility of Department 
issuing statement respecting policy of nonrecognition of revolution- 
ary governments, I told Somoza today (for the purpose of sounding 
him out) that I might consider it wise to make such a declaration. 
He strongly objected to such a statement on the ground that the public 
would feel that it involved the Guardia. This naive admission of 
the connection between the Guardia and a possible unconstitutional 
government is I think an added reason for such a statement to be 
made. If the Department decides to make a statement I trust I may 
have complete text with authority to furnish to local press. 

Vice President Espinosa called on me this afternoon and said that 
he believed his life in danger as in the event of retirement of President 
Sacasa he (Espinosa) would be the chief obstacle to Somoza’s ambi- 
tions being realized. 

Lanna 

817.00/7941 : Telegram 

The Secretary of State to the Minister in Nicaragua (Lane) 

WasHINnGTON, February 23, 1934—11 a. m. 

14. Your 61, February 22,8 p.m. You may in your discretion say 
orally to Somoza that there has been no change in the Department’s 
policy. We, however, believe it inadvisable to make any public state- 
ment either in Managua or here on this point, at least at the present 
moment. Please, however, continue to let us have your views in the 
matter. 

Hot 

817.00/7942 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacva, February 23, 1934—5 p. m. 
[Received 6:45 p. m.] 

62. There have been no disorders in Managua following death of 
Sandino, although situation is still somewhat tense with state of siege 
in force and telegraph and telephone communications restricted.
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Granada is quiet according to a reliable report, and American Consul 
at Puerto Cabezas reports everything quiet in that region. 

Repeated to Central American Missions. 

LANE 

817.00/7945 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Mawnaava, February 23, 1934—11 p. m. 
[Received February 24—4: 04 a. m.] 

64. Last night I was present at a conference between the President 
and General Somoza at which it was agreed (1) that Somoza should 
conduct thorough investigation as to parties responsible for killing 
of Sandino and make prompt report to the President, and (2) that 
cordial cooperation must exist between the President and the General. 
There was extended discussion on both of these points but at the close 
of the conference I felt that relations between them had been consid- 
erably improved. 

This morning Somoza stated to me: 

(1) He had last night called in the three officers who had assisted 
in carrying out the plan for the capture and killing of Sandino and 
had told them that the President insisted that the guilty party or 
parties be punished and that while he realized that the whole Guardia 
is responsible, somebody must assume the guilt. Each of the three 
officers offered [to] admit guilt but it was finally decided that one of 
them who has but one arm and whom [ had recognized outside of the 
Salvatierra house immediately after the shooting there, should bear 
the brunt (first, because it was realized that I had recognized him, and 
second because it was hoped that the public would not be out of sym- 
pathy with a light punishment to a crippled officer). 

(2) He would issue to press a statement affirming his loyalty and 
that of the Guardia to the President. 

(3) There has been movement on foot among the President’s sup- 
porters to replace Somoza by General Abaunza (now chief of staff), 
a journalist from Leén whose relations with Somoza are strained. 

(4) As a proof of his loyalty to the President he offered that the 
President should have a man of his confidence in the office of the 
Chief of the Guardia to act as liaison officer and specifically suggested 
Crisanto Sacasa. | 

This afternoon I saw the President in company with Federico 

Sacasa. The latter read to me Somoza’s proposed statement and indi- 
cated that it had his approval. It is to the effect that Somoza will 
cause a minute investigation to be made, that the incident is deplorable 
and that the President is in no way implicated. The President did not 
indicate his views. I understand from Universal Press correspond- 
ent, however, that Somoza released text to press this evening (it will 
not be published here until tomorrow evening as newspapers will not
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appear tonight). I transmitted to the President Somoza’s suggestion 
regarding Crisanto Sacasa. Federico Sacasa said that this would be 
an excellent move and would create a good impression on the public. 
The President’s brother said that the best means of Somoza proving 
his loyalty would be by deeds and suggested that Somoza turn over 
copies of his codes to the President (at present the President said his 
office is unable to decipher telegrams received for the Guardia). 

On leaving the President I conferred with Somoza and suggested 
as proof of his loyalty that he enable the President to have recourse 
to all messages. Somoza then offered to give copies of his codes to 
the President. He likewise said that if the President distrusted him 
he would resign immediately together with all of his officers and men. 
(He admitted that the President would be justified in distrusting him 
as a result of action taken.) 

LANE 

817.00/7946 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacva, February 23, 1934—midnight. 
[Received February 24—4: 40 a. m.] 

65. Department’s telegram 14, February 23,11a.m. I have several 
times explained to General Somoza my understanding of Department’s 
policy. 

As explained to Wilson over telephone today the situation has been 
aggravated since yesterday by the apparently growing and strong 
feeling that I conspired with Moncada and Somoza to have Sandino 
killed. This has been told me by Nicaraguan, American and diplo- 
matic sources. This impression may have been emphasized by an 
article [in] Za Noticia of February 20 headed “The Sandino Affair” 
with the subheading “Activities of General Somoza,” stating that I 
had dined with Somoza Saturday night (which is untrue) and at- 
tended a baseball game with him on Sunday. 

It is true that I had seen Somoza many times prior to Wednesday 
night with a view to persuading him not to do anything rash. He 
gave me his word of honor on four separate occasions (the last at 6 
p.m. on February 21) that he would take no action against Sandino 
without my consent. He has since apologized to me for what he 
claims he could not prevent, the feeling among the Guardia officers 
being too strong against Sandino. Somoza has admitted to me, how- 
ever, that the officers who participated acted under orders. A state- 
ment from the Department at this time in support of the broadly 
[omission?] or indicating our policy of nonrecognition of non-con- 
stitutional governments should serve not only to quiet the anti-Ameri-
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can feeling but also to check any military movement against the Gov- 
ernment. Beside the President and his brother the following repre- 
sentative Nicaraguans told me today that they still consider the situa- 
tion very serious: Chief Justice Cuadra Zavala, Vice President Espi- 
nosa and Senator Stadthagen. I concur. Although there are sug- 
gestions that the President or Somoza should resign, such action 
would not seem to solve the situation as the problem of relations be- 
tween the Guardia and constitutional government would still exist. 
In the absence of a more radical solution it would seem that cordial 
and harmonious cooperation between the President and Somoza is 
essential and that Somoza must subordinate himself to the President. 
I am doing what I can to bring this about. 

LANE 

817.00/7950 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacva, February 24, 1934—6 p. m. 
[Received 8: 50 p. m.] 

67. Referring to my conversation today with Wilson. I respect- 
fully submit two points for the Department’s consideration : 

1. I understand from Wilson that our policy regarding nonrecog- 
nition of revolutionary governments has not changed. If this be 
the case I fail to see why only Somoza and the Nicaraguan Govern- 
ment may be told that fact, but that the people here who think that 
our silence indicates a reversal of policy should remain in ignorance 
with the possible effects which I have already brought to the Depart- 
ment’s attention. 

2. Nicaragua is still a party to the Treaty of 1923 * which was 
proposed and supported by us. The President told me this morning 
that he feels that it is entitled to an expression of policy for this 
reason. 

Whether or not a period of anarchy or civil war follows in wake 
of the present situation, it is undeniably true that Nicaragua at 
present faces a grave crisis, not only in my opinion but in that of 
every responsible person to whom I have talked. Since it is im- 
possible to predict with certainty that quiet and normal conditions 
will be restored in the near future, any appropriate step which might 
be taken in an effort to avoid possible disorders and bloodshed would 
appear to be justified. 

Lane 

* Conference on Oentral American Affairs, Washington, December 4, 1922- 
February 7, 1923 (Washington, Government Printing Office, 1923), p. 287.
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817.00/7952 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Mawnacua, February 25, 1984—1 a. m. 
[Received 4:32 a. m.]| 

69. 1. President Sacasa today with a view to exerting his authority 
gave written orders to General Somoza on two matters (a) regarding 
delivery of 15 rifles to Mboya and (0) providing for validity of 
passports, now required for purchasing railroad tickets, without the 
visa of the Guardia. General Somoza tonight showed me his replies 
to these orders complying explicitly in each case. In my estimation 
his subordination is the most encouraging development in the past 
few days. 

2. This morning following a conversation with Senator Stadthagen, 
a leading Conservative, I informed the President that Stadthagen 
expressed the personal opinion that the representative Conservatives 
would be willing to cooperate with the Government provided the 
President requested their presence. The President declined to make 
a definite request except on the condition that it be made through 
me and on the understanding that it was due to a suggestion on my 
part. General Chamorro sent word this evening to me through Stadt- 
hagen that he would not care to go to the Presidency on these terms 
and only unless the President would state concretely his proposal; 
otherwise the Conservatives might compromise themselves with the 
Government which they frankly fear. The President to whom I con- 
veyed the Conservative reply indicated that he would not issue a 
request under such conditions. 

8. Somoza told me tonight that Chamorro had sent word to him 
he would support Guardia and that he had replied thanking him 
but indicating he did not require support at this time. Somoza said 
that he conveyed this information immediately to President. The 
local press appeared tonight for the first time since the night of the 
21st and contained the following [(1)] declaration by General 
Somoza pledging the obedience of Guardia to President Sacasa and 
(2) a statement by President Sacasa condemning the crime and 
expressing his confidence in the support of his subordinates and the 
cooperation of his fellow citizens. 

LaNnE 

817.00/7953 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacwa, February 25, 1984—4 p. m. 
[Received 11:10 p. m.] 

70. My.69, February 24,1a.m. This morning General Somoza, his 
staff and other Guardia officers, about 45 in all, called on the Presi-
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dent and reiterated their oath of allegiance. Somoza tells me he made 
a speech emphasizing the loyalty of the Guardia, pointing out that 
since the death of Sandino, Sacasa is the real President of Nicaragua, 
he now having completed jurisdiction over every part of the country, 
and pledging the support of himself, his officers and men to the 
“Constitutional Government” of President Sacasa. Somoza said 
that the President gave him an “abrazo” as the latter departed. 

Somoza stated to me today that operations were to have begun this 
morning against the Sandinistas at Wiwili. He said (when I left 
him at 2:30) that he had not as yet received any reports as to what 
had occurred. 

I have an appointment to see the President at 4:30 and will later 
telegraph to the Department further. 

LANE 

817.00/7954 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Managua, February 25, 1934—9 p. m. 
[Received February 26—12:37 a. m.] 

71. Earle W. Kingsley, American citizen, employed as pilot of local 
Italian-owned Aviation Company, called on me today and stated that 
Guardia Nacional desired to charter plane to drop bombs tomorrow on 
Sandinistas and inquired whether his participation in such action 
would jeopardize his citizenship. I replied that according to the 
precedents of international law available to me his citizenship would 
not be jeopardized. 

Emphasizing that I was speaking merely for myself I earnestly 
requested him as a personal favor not to be a party in any way to 
bomb-throwing. He said he would refuse to go. 

If Kingsley should participate in bomb-throwing after having vis- 
ited me, his action would probably be interpreted as having my ap- 
proval. This would be most unfortunate, particularly during the 
present state of public opinion. | 

LANE 

817.00/7953 : Telegram 

The Secretary of State to the Minister in Nicaragua (Lane) 

WASHINGTON, February 26, 1934—5 p. m. 

15. Your 67, February 24,6 p.m. As Wilson explained to you, there 
are other issues involved. The Central American countries are plan- 
ning to hold a conference soon * at which they will discuss whether 

% For correspondence concerning the Central American Conference held 
March 15 to April 12, 1984, see vol. Iv, pp. 423 fff.
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to continue the principle of non-recognition. Costa Rica and El 
Salvador are apparently doubtful as to the advisability of continuing 
this principle. Ifthe United States were now to make a public declara- 
tion of its support of the principle this would inevitably be in- 
terpreted—or misinterpreted—as an effort to influence the delibera- 
tions of the conference. As you know, the United States is maintain- 
ing a hands off policy regarding the conference and considers that 
the Central American states in holding this conference should deal 
with such matters as they desire to discuss entirely on their own re- 
sponsibility. Furthermore, it has for many years been said that the 
United States has sought to impose its own views upon the Central 
American states, and that to this end it has not hesitated to interfere 
or intervene in their affairs. This criticism has been made par- 

ticularly in regard to our relations with Nicaragua. We therefore 
desire not only to refrain in fact from any interference, but also from 
any measure which might seem to give the appearance of such 
interference. 

Your suggestion of a public statement is made, as we understand 
it, with two objectives in mind: (a) to avoid disorders, and (6) to 
scotch the malicious rumors that the United States is in some way 
implicated in the Sandino affair and favors Somoza for the presi- 
dency. As regards (a) you have already been authorized to tell 
Somoza (concerning whose loyalty there was apparently at first some 
apprehension) that our policy has not been modified. If this state- 
ment on your part is ineffective it is difficult to see that a public state- 
ment would have much more force in dissuading him from a move- 
ment against the Government. (The information contained in your 
69 and 70 indicate encouraging developments in this regard.) As 
concerns (6), the ignorant and irresponsible individuals who circulate 
such rumors would, in our judgment, not only fail to understand the 
significance of a public statement on our part, but might conceivably 
misinterpret or twist its meaning in such a way as to cause further 
embarrassment. 

We are fully alive to the reasons which have prompted your recom- 
mendation and have carefully considered them, but hope that you 
will appreciate our point of view as set out above. 

Hoy 

817.00/7955 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacva, February 26, 1934—5 p. m. 
[Received 8:15 p. m.] 

73. General Somoza has just telephoned me that commander of 
central area has communicated by radio that many Sandinistas have
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voluntarily surrendered in operations in vicinity of Wiwili requesting 
to be incorporated in Guardia but are without food and shelter. 
Somoza stated that he had instructed commander to provide food and 
lodging. 

LANE 

817.00/7956 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacva, February 27 [26], 1934—midnight. 
[Received February 27—5: 10 a. m.] 

16. The President told me last night that despite the protest of 
allegiance on the part of the Guardia, as reported in my telegram 70, 
February 25, 4 p. m., he did not have sufficient confidence in Somoza 
and his men to refrain from the steps which are now being taken 
to transform the Casa Presidencial into what is nothing less than an 
armed camp: trenches having been dug on the crest of the hill, sand 
bags and machine guns are in evidence, and at night even the recep- 
tion rooms of the Palace are guarded by armed forces, none of whom 
are regularly of the Guardia. The President told me that many of 
the armed men who were from the streets of Managua wished to show 

. their loyalty by offering to defend him. Sacasa said that he could 
not well refuse their request as they would be offended. What the 
President does not apparently realize is that it is of vital importance 
for him not to continue to irritate the Guardia with preparations for 
defense against them. Responsible people of Managua with whom 
I have talked have read the statements of Sacasa and Somoza, the 
caths of allegiance of the Guardia, the order to the Guardia today, 
and are at a loss to reconcile them with the maintenance of an arsenal 
in the President’s house against the very organization which has been 
set up to defend him. 

I have decided it is the indecisive character of the President which 
makes it difficult if not impossible for him to proceed in a strong and 
courageous manner. Unfortunately he is surrounded by influences 
which I fear are not for the good of the country: persons who wish 
to humiliate Somoza regardless of the consequences. The President 
did admit to me however that an excellent effect should be created by 
Somoza’s order of today but on the other hand he does not act as 
though he were willing to do his part in endeavoring to restore har- 
monious relations. The situation as to Somoza seems to have im- 
proved. He hasassured me of his loyalty to the President but whether 
he is strong enough to withstand Moncada’s influence I am not con- 
fident. (Somoza told me last night that Moncada had come to Ma- 
nagua on February 21 for the purpose of bringing the Sandino matter
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to a head and that he called on me that day with a view to showing 
the public that the action had the support of the United States. The 
fact that he lunched with me, although others were present, may have 

enhanced the impression which it is alleged he wished to create.) 
The Minister for Foreign Affairs who spoke to the Secretary at 

Montevideo regarding the desirability of changing the present organ- 
ization of the Guardia * stated to me this morning, when I told him 
that our policy of nonrecognition of revolutionary governments had 
not been changed, that this fact should be made known, as it is felt by 
many here that we are supporting the Guardia which is our creation. 
Cordero Reyes, formerly Chief Justice and also a member of the 
Nicaragua Delegation at Montevideo, told me today that our policy 
of nonrecognition would be the greatest influence for tranquility. 

Doctor Argiiello said that he regarded the situation as “most grave” 
principally because of the indecision of the President in taking action 
with respect to the reorganization of the Guardia. Cordero Reyes 
referred to its development into a politico-military organization 
which controls not only the results of the elections which it was sup- 
posed impartially to supervise but dominates the Executive in the 
administration of the country. 

Despite the gravity of the situation there is no disorder here, merely 
a feeling of tenseness and anxiety. 

Lane 

817.00/7958 : Telegram | 

The Minister in Nicaragua (Lane) to the Secretary of State 

Managova, February 27, 1934—6 p. m. 
[Received 10:10 p. m. ] 

78. Department’s 15, February 26,5 p.m. I fully appreciate De- 
partment’s point of view and am fully sympathetic with the Depart- 
ment’s broader aim. If I may seem to have over-emphasized my own 
view it is because I wished the Department fully to realize the gravity 
of the situation. I shall now endeavor to accomplish in personal con- 
versations what I had hoped might have been done in a public state- 

ment. 
Not with a view to persuading the Department to change its attitude 

but in order that the Department may fully understand the situation, 

I submit the following: 
I had not meant to indicate to the Department that the rumor is 

current that we favor Somoza for the Presidency. Such a rumor has 

See instruction No. 7, December 28, 1933, to the Minister in Nicaragua, 
Foreign Relations, 1938, vol. v, p. 849. 

* Telegram in two sections. . a |



542 FOREIGN RELATIONS, 1934, VOLUME V 

not reached me and I do not find any record of having so informed the 
Department. The feeling exists, however, that we favor the Guardia 
as contrasted with the Government, such feeling being chiefly of the 
following: 

te Our creation of the Guardia. 
[6]) My having seen a great deal of Somoza (it is not recalled that 

I have seen the President many more times nor is it generally known 
that I have acquainted him with every meeting I have had with 
Somoza). 

to) Silence as to our policy. 
(d) Feeling in the United States against Sandino. 
(e) Moncada’s having lunched with me on February 21. 

The Minister for Foreign Affairs said to me this morning that it is 
not merely a matter of convincing Somoza but of convincing the whole 
Guardia which, according to him, is responsible for the circulation of 
the rumor that I am the intellectual author of the killing of Sandino. 
He said that the Guardia is convinced that I—and hence the United 
States Government—favors the Guardia as against the Government. 

While I have no worthy evidence on the following point, it is possible 
that the view expressed in the Department’s instruction No. 7, of 
December 28, 1933,5° may have come to the knowledge of the Guardia: 
“It is the Department’s opinion, nevertheless, that the continued 
maintenance of a Guardia Nacional organized substantially as at 
present is important to the future peace and welfare of Nicaragua.” 
(As will be inferred from my letter to Wilson of February 3, I do not 
entirely share the Department’s view and consequently have not availed 
myself of the authority contained in the last paragraph of the instruc- 
tion under reference. ) 

The Mexican Minister, who returned yesterday, said that the feeling 
in Salvador is strong against us because of my alleged complicity in the 
killing and added that the same sentiment exists throughout Central 
America. 

LANE 

817.1051/817 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manaeua, February 28, 1934—5 p. m. 
[Received 8:30 p. m.] 

79. The President sent for me this morning and told me that Con- 
gress had drafted a bill which would give the Guardia Nacional a legal 
status. He said that he has asked the Commission from the Congress 

* Foreign Relations, 1933, vol. v, p. 849.
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to meet me, Sefior Armijo, the President of the Congress, Senator 
Sandoval and Deputy Palma (former President of the Congress). 
They thereupon exhibited the draft which, as I remember it from the 

few minutes which I had to examine it, is substantially as follows: 

The Commanding General of the Guardia, that is the President, 
shall: 

1. In accordance with the provisions of article 209 of the constitu- 
tion, issue instructions to the Jefe Director. 

2. Define military areas and direct movements of troops (article 3, 
paragraph 6 and 14). 

8. Nominate officers in the Guardia (article III, paragraph 138). 
4. Issue orders regarding “extraordinary” movements of Army. 
5. Control communications and expenses. 
6. Control, with Gobernacion, over police forces now under Guardia. 
7. Receive daily from Jefe Director report [on] activities and regu- 

larly report regarding expenditures. 
8. Decree is to go into effect on publication in Gaceta Oficial. 

Explanatory telegram follows. 

LANE 

817.1051/819 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Mawaava, March 1, 1934—3 p. m. 
[Received 7:52 p. m.] 

80. My 79, February 28, 5 p.m. The Ministers of Mexico and El 
Salvador, both of whom have just arrived, have told me that they had 
specific instructions to cooperate closely with me in the present situa- 

tion. I met with them yesterday evening for the purpose of agreeing 
as to such conciliatory measures as might be taken by us. I acquainted 
them with the substance of proposed bill regarding the Guardia and 
stated that I did not wish to express any opinion regarding this bill, 
and particularly not to approve any action which might be inter- 
preted as a repudiation of the position previously taken by the United 
States Government with respect to the Guardia. We agreed that a 
good moral effect would be created if the three of us should go in a 
body to the President and emphasize to him that our respective Gov- 
ernments are supporting the Constitutional Government of Nicaragua 
and that, should we be able in the interest of peace to exert our good 
offices with a view to conciliating divergent opinions, we placed our- 
selves at his disposal. 

We thereupon called on the President and the foregoing view was 
expressed to him by the Minister of Mexico as senior diplomatic repre- 
sentative. The Minister of El Salvador suggested that it might be 
wise for the sake of harmony to issue an order to the Guardia along the
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lines of the proposed bill, it being his feeling that an act of Congress 
might be resented while the action of the President as Commanding 
General of the Guardia would be considered to be entirely normal. 
The Minister of Mexico indicated that he was in accord with this plan. 
I stated, however, that in the absence of instructions from my Govern- 
ment I did not wish to give my approval, as such approval might be 
interpreted as a new departure in our attitude towards the Guardia. 
On the other hand I said that I understood my Government’s present 
position to be that the question of the Guardia is one for the present 
Government to determine. We left the President with the understand- 
ing that he would issue an order to the Guardia embodying the provi- 
sions of the draft law. As the Mexican Minister had told the Minister 
of E] Salvador and myself that his instructions did not permit him to 
call on General Somoza but would allow him to treat only with the 
President and the Minister for Foreign Affairs, and the President 
having indicated that he had no objection to our using our good offices 
with General Somoza, the Minister of El Salvador and I determined 
to see Somoza last night particularly as reports were current yester- 
day that the crisis between the President and Somoza had been reached. 
I thereupon telephoned Somoza from the Legation and told him that 
the Minister of Salvador and I would be grateful if he would consult 
with us. He told us on reaching the Legation that the Guardia is loyal 
to the present administration, but that the feelings of the officers and 
men of the Guardia should be taken into account and that the con- 
tinued maintenance of measures of military defense at the Presi- 
dential house were causing increased irritation and antagonism. 
Somoza had already been acquainted with the contents of the draft 
law by Ledén Debayle, who had called on him at the request of the 
President. Somoza said that such a law would not only have a bad 
effect on the Guardia but would also work against the President, as it 
would indicate to the country that Sacasa not having enough moral 
force to issue orders to the Guardia had been forced to take action by 
the Congress. On being asked by the Minister of Salvador whether 
he would be agreeable to the issuance of the order by the President, 
instead of the enactment of the law, Somoza said that he would not 
object in principle but would greatly prefer if the provisions of the 
order could be contained in various orders issued from time to time. 
As I understand it, his feeling is that the Guardia would resent receiv- 

ing at one blow such a comprehensive and what he termed a “drastic” 
order. We suggested that sometimes it is wiser to get a thing over 
with once and for all rather than to drag it out indefinitely. He left 
us agreeing to call on the President this morning should he be 
summoned.
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This morning the President requested the presence of the Ministers 
of Mexico and El Salvador and of myself. He said that this morning 
the Commission of Congress, which had called on him yesterday, has 
been to see him to say that, as this is the last day of the present ses- 
sion, it would be advisable if the bill should be presented to the Con- 
gress. The President said he then had told the Commission that he 
had decided to issue an order which would take the place of the pro- 
posed bill. According to the President the Commission objected to 
such a procedure on the ground that a vote of confidence in the Presi- 
dent on the present issue is absolutely essential, especially because of 
the need to obtain in concrete form an expression of opinion of the 
Conservative Party. The President, while admitting that the is- 
suance of the order would have a less irritating effect on the Guardia, 
said that he felt that he should follow the wishes of Congress. He 
pointed out furthermore that the bill had not originated with him but 
with certain members of Congress and that he could not constitu- 
tionally prevent the bill from being discussed. The other two Min- 
isters and I expressed no opinion regarding this suggested change of 
procedure but again reiterated our offer to take such conciliatory 
measures as might seem convenient. The President said that he would 
inform us of the action taken by Congress. 

On leaving the President my colleagues and I agreed that, as the 
matter has reached a purely political stage, it would be improper for 
us to take any further action. 

The three of us feel that we have done all that we properly can and 
the Minister of Salvador and I consider that our conciliatory efforts 
with Somoza last evening have relieved us of any charge that we are 
indifferent to the situation. We all feel that it is now a matter for 
the Government and for Congress to determine. 

Prior to our meeting last evening with the President, I had an op- 
portunity to have a few words with him at the ceremony yesterday 
afternoon at which the Minister of El Salvador presented his creden- 
tials. I told the President that the plan for me to come to see him not 
alone but with the other Ministers should not in any way be regarded 
as a lessening of my desire to be of assistance. On the other hand I 
felt that joint support of the Constitutional Government by the three 
Ministers should be helpful. 

My own view is that the significance of the representatives of 
Mexico and of the United States acting in accord with respect to 
Nicaragua will be felt here, and particularly when such action is 
taken with the concurrence and assistance of El Salvador. 

Lane
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817.1051/820: Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Managua, March 1, 1934—11 p. m. 
[Received March 2—4: 52 a. m.] 

82. My 80, March 1,3 p.m. This afternoon when I called on Min- 
ister of Hacienda at Presidential Palace to acquaint him with contents 
of Department’s instruction No. 35 * he said that the President desired 
to see me. When the President received me he said that the order 
which had been suggested last evening was ready to be signed, he 
having seen this morning General Somoza who was in agreement 
with the terms thereof. I said to the President that I understood from 
what he had said this morning that bill was to be presented to Con- 
gress. He said that I must have misunderstood him and at that time 
I did not doubt that this was the case. The order is substantially in 
the same terms as the draft law reported in my 79, February 28, 5 
p. m., with two exceptions. Section 5 now provides merely that all 
extraordinary expenses of the Guardia shall be approved by the Com- 
manding General. That part of section 7 which referred to ex- 
penditures has been omitted. The President said the order which 
would be signed immediately by him and countersigned by the Min- 
ister of Gobernacién would be communicated to General Somoza this 
evening in the presence of the diplomatic representatives of the Amer!- 
can countries, the idea being that our being witnesses to the ceremony 
would strengthen the President’s position. I repeated to the Presi- 
dent that my presence at such a meeting was not to be interpreted as 
approving the order but that I would be glad to associate myself 
with my colleagues in any proper way to bring about peace. 

The President asked me to get in touch with my American colleagues 
and also with Somoza. On talking with the Minister of Mexico I 
found that he had the same impression as I regarding the conversation 
this morning, namely, that the President expressed his intention of 
having a bill submitted to Congress. The Minister of El Salvador 
however expressed the opinion that the President was not clear as to 
whether a law or an order would be issued. A meeting of the Ameri- 
can representatives [having?] been fixed at 8 p. m. at the Palace, I 
called on Somoza to acquaint him with what we understood to be the 
intention, for the President to summon him to the Palace accom- 
panying my colleagues and myself showing that harmony exists 
and that the order had his (Somoza’s) approval. Somoza told me that 
the changes made in the order as mentioned above were suggested by 
him and that the reason a bill was not introduced in Congress was 
because it was learned that the Conservatives and Moncadistas would 
defeat it. 

Not printed.
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The ceremony at the Palace was simple. The President, having 
read to us the signed decree, requested Somoza to swear his loyalty to 
him and to promise obedience before the representatives of friendly 
countries. Somoza complied with good grace even though it seemed 
to me that the manner in which the remarks were made to him was 
humiliating in character. Somoza invited the President and the 
diplomatic corps to a parade of the Guardia tomorrow to be reviewed 
by the President. , 

Although the President has probably strengthened his position in 
the country through this submission on paper on the part of Somoza, 
the problem appears to be unsolved as long as the President’s lack of 
confidence as at present requires him to maintain extraordinary war 
measures about the Palace. Even this afternoon the President in- 
dicated to me that he could never have confidence again in Somoza. 

The tension this evening is sensibly relieved. The President’s action 
and compliance therewith on the part of Somoza have undoubtedly 
contributed thereto. 

a LANE 

817.00/7954 

The Secretary of State to the Minister in Nicaragua (Lane) 

No. 37 Wasuineton, March 2, 1934. 

Sir: With reference to your telegram No. 71 of February 25, 9 p. m., 
the Department on June 5, 1931, authorized the American Legation 
in Tegucigalpa,®* in a similar case, to invite the aviator’s attention 
to Section 5282 of the Revised Statutes and to inform him that the 
obvious intent of the neutrality laws of the United States is to dis- 
countenance the enlistment of American citizens in foreign armed 
forces. 

The Legation was likewise authorized to inform the President of 
Honduras of the above and to add that the Government of the United 
States would prefer that no American citizens should be employed 
on active military service in Honduras. The Legation was author- 
ized to point out that in addition to the objections to such action as 
they might concern the relations of the American citizen to his 
Government was the further objection of the possibility of serious in- 
jury to unoffending civilians and to foreign as well as Honduran 
property resulting from aerial bombardment by an untrained civilian 
aviator. 

Should the need arise you are authorized to make known confi- 
dentially the Department’s views as outlined herein. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

* Foreign Relations, 1931, vol. 11, p. 578. 

789736—52——89
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817.1051/821 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manaava, March 2, 1934—6 p. m. 
[ Received 8:20 p. m.] 

83. My 82, March 1,11 p.m. I called on the President this morn- 
ing and had an extended conversation : 

1. As to the situation in the country. Having said that he had 
sent orders to the area commanders and to the chiefs of police and 
that until he had their respective reactions as to the order issued last 
evening, he would not be able to tell me accurately as to whether 
the country was tranquil. 

2. He said that he would be glad to accept General Somoza’s invi- 
tation to review the Guardia as soon as he had evidence that matters 
had reached a more normal stage. 

3. He said that he had not yet determined whom he would send 
to the Central American Conference but indicated (very confiden- 
tially) that Crisanto Sacasa would go with two others, one of whom 
would be a Conservative. 

4, Emphasizing that I was speaking personally as a friend and not 
officially, I earnestly requested the President to give serious consider- 
ation to the advisability of normalizing the situation insofar as his 
protection is concerned. I expressed the apprehension lest, if he did 
not do so, the country would not feel that the situation had improved. 
Hie promised gradually to reduce defensive measures and said that he 
was merely waiting to ascertain the general feeling throughout the 
country before taking action. 

5. The feeling seems to be generally calmer today. 
LANE 

817.00/7965 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacva, March 5, 1984—4 p. m. 
[Received 8 p. m.] 

85. President told me this morning that situation having improved 
within last few days he, his family, Ministers Salvatierra and Guer- 
rero Montalvan, and Sandino’s father, all of whom had been remain- 
ing in Palace since events of February 21, now felt at liberty to appear 
in town and had done so. I noticed that the defense measures pre- 
viously described have been reduced. 

Somoza has indicated to me, however, that the appointment of the 
President’s cousin Ramon Sacasa as chief of the western area (newly 
established) with offices in Le6n would not serve to enhance relations 
between the Government and the Guardia. 

| LaNnE
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817.1051/828 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Managua, March 21, 1934—4 p. m. 
[Received 7:47 p. m.] 

99. This morning, in referring to a general conversation which I 
had yesterday with the President on the present difficulties relating to 
the Guardia, the Minister for Foreign Affairs said that on the eve of 
leaving Montevideo he had had a talk with the Secretary (Mr. Cum- 
ming acting as interpreter) on the subject of Dr. Argiiello’s memo- 
randum regarding the Guardia.” ‘The Minister said that he under- 
stood the Secretary to say through Mr. Cumming that the Depart- 
ment was entirely in accord with the views expressed in the memo- 
randum; that the Department had no objection to the reformation of 
the Guardia in such a manner as the Government desired regardless 
of the agreement (of November 5, 1932) having been signed in the 
American Legation and by the American Minister as witnesses, and 
that I would be so instructed. 

I said to Dr. Argiiello that my understanding of the Department’s 
position is that the question of the Guardia is one for Nicaragua to 
decide and for that reason we decline to express any opinion. 

I gather that the Minister for Foreign Affairs desires to interpret 
the Secretary’s remarks as an approval of any action which the Gov- 
ernment may take in reorganizing the Guardia. My impression is 
strengthened by the second paragraph of the Secretary’s despatch of 
December 11, 1933 transmitted to me in Department’s instruction 15 
of January 16.% 

President admits that he has recently increased the Presidential 
guard by over 100 men all Liberals, because so he says, he must have 
around him men whom he can trust. The President tacitly agreed 
that this 1s not in accordance with the terms of the agreement of 1932. 
Am reporting fully by air mail my conversation with the President 

(as well as one yesterday with General Chamorro) on the subject of 
the Guardia. 

I should appreciate for my guidance the Secretary’s views regarding 
Dr. Argiiello’s above-mentioned statement to me. 

LANE 

° See instruction No. 7, December 28, 1933, to the Minister in Nicaragua, For- 
eign Relations, 1938, vol. v, p. 849. 

© Tbid., 1932, vol. v, p. 887. 
* Not printed.
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817.1051/828 : Telegram 

The Secretary of State to the Minister in Nicaragua (Lane) 

WasHineton, March 22, 1934—7 p. m. 

97. Your 99, March 21, 4 p. m., first paragraph. Dr. Argiiello evi- 
dently misunderstood me. I made no promise to him other than that 
I would forward his memorandum to the Department for its consid- 
eration, and I entirely approve of the attitude expressed in the Depart- 
ment’s telegram of December 16, 1933, to me at Montevideo (quoted 
in the Department’s instruction No. 7 of December 28, 1933 to you) to 
the effect “that the proposed reorganization of the National Guard is 
not a subject on which it may appropriately express an opinion”. 
Your statement to Dr. Argiiello as contained in paragraph 2 of your 
telegram under reference is approved. 

Hob 

817.1051/834 

The Minister in Nicaragua (Lane) to the Secretary of State 

[Extract] 

No. 147 Managua, March 26, 1984. 
[Received April 2. ] 

Sir: With reference to my telegram No. 99 of March 21, 4:00 P. M., 
and to the Department’s reply No. 27 of March 22, 7:00 P. M., I have 
the honor to report as follows: 

[Here follows an extensive account of conversations between Mr. 
Lane and several high Nicaraguan civil and military officials. ] 

I am wholeheartedly in sympathy with the Department’s position 
of not expressing an opinion with respect to the Guardia and earnestly 
recommend that we should continue along those lines. I consider, 
however, that it is not inconsistent with the Department’s policy and 
on the other hand that it is in harmony with the President’s policy of 
the “good neighbor” for me to do all I can through personal conversa- 
tions to calm those persons whose ambitions and passions may lead 
them to commit acts which might have a disastrous effect on the well 
being of the country. 

Respectfully yours, ArtTHour Buss LANs
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817.1051/839 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacua, April 9, 19834—2 p. m. 
[Received 4:06 p. m.] 

106. My 105, April 7, 4 p. m.* President informed me this morn- 
ing that he had appointed his brother Antioco Sacasa as Chief of 
Staff of the Guardia in place of General Abaunza. Despatch by air 
mail, 

LANE 

817.00/8020 : Telegram 

The Minister in Costa Rica (Sack) to the Secretary of State 

San José, April 12, 1934—2 p. m. 
[Received 4: 42 p. m.] 

23. Colonel Ferretti, Sandino aide, refugee here in interview in 
Diario de Costa Rica today says: “The American Minister is the true 
Chief of the Guardia Nacional of Nicaragua and with Moncada prin- 
cipal person responsible for the cowardly assassination of my un- 

forgettable chief.” 
Ferretti in nasty interview also seeks to imply that Minister Lane 

had advance knowledge of assassination and was one of the conspira- 
tors. In La Tribuna today Octavio Jiminez, professional Yankee- 
baiting contributor to Repertorio Americano, in interview expresses 
sorrow that Costa Rica expelled Nicaraguans who insulted American 
flag. Jiminez also says Costa Ricans should rejoice because asylum 
has been given Ferretti. 

Continued publication of such unchallenged anti-American propa- 
ganda likely to prove very harmful to prestige in Latin America and 
if the Department has any plan in mind to refute such allegations I 
will be happy to help execute your ideas, | 

Repeated to Managua. 
SACK 

817.00/8020 : Telegram 

The Secretary of State to the Minister in Nicaragua (Lane) 

Wasuineton, April 13, 1934—4 p. m. 

32. With reference to Sack’s 23, April 12,2 p.m. We have cabled 
him as follows: 

“The Department of course does not intend to dignify such mali- 
cious and absurd stories by issuing any denial or taking any notice of 
them.” 

Hoi 

“Not printed.
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817.00/8037 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 192 Manacva, May 4, 1934. 
[Received May 9.] 

Sir: I have the honor to report that yesterday while I was calling 
at the Foreign Office, General José Maria Moncada, ex-President of 
the Republic, called at the Legation and left word that he should 
like to call on me at my residence during the course of the day. Hav- 
ing an appointment with the President at 12:30 P. M., and recalling 
the allusions which have been made regarding the coincidence of my 
having had luncheon with General Moncada on February 21 last, 
I decided not to make an appointment with General Moncada until 
I had advised the President of the General’s proposed call. President 
Sacasa, when I advised him of the foregoing, said that he supposed 
that it would not be possible for me to refuse to see General Moncada 
and that I had no alternative but to receive him. 

I told the President that I felt that I should see General Moncada 
but that I wished to show my good faith to the President in advising 
him beforehand. I subsequently got in touch with General Moncada 
and invited him to my house where he spent the greater part of the 
afternoon. 

After referring to the events of February 21 and to my having 
been accused with him as having instigated the killing of Sandino, 
he said that when he left my house on the afternoon of February 21, 
he endeavored to get in touch with don Federico Sacasa, brother of 
the President, to discuss some matters of business in which the two are 
interested. Not being able to locate don Federico, he said that he 
had gone for a drive in the direction of Las Piedrecitas and that he 
had later met the sons of don Federico at a restaurant on that road 
and had remained with them until about 10:30 P. M. They had 
heard some shots, whereupon General Moncada, so he said, had sug- 
gested that they return to Managua to investigate. Having left the 
Sacasa boys at their home, he proceeded to leave the city for his home 
in Masatepe but was stopped by a sentinel on the outskirts of Managua, 
who, General Moncada said, did not wish to allow him to leave with- 
out permission of the Chief of Police. The Chief of Police, according 
to the General, soon arrived on the scene and told him of the killing 
of Sandino. The General said that he told me of the above in order 
to show that he was not present when the killing took place. He said 
that he had advised General Somoza in the days immediately following 
the killing to be loyal to President Sacasa, as it was his duty to support 
the constituted authorities.
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Referring to my visit to San Salvador and my conference there 
with Mr. Beaulac,®* General Moncada said he wished to know what 
our policy is with respect to the Guardia Nacional, and particularly 
with regard to possible changes therein which might be made not in 
accordance with the agreement of 1982. I said that as I understood 
our policy, it is that the Guardia is a matter entirely for Nicaragua to 
decide; that Nicaragua as a sovereign nation must decide her internal 
problems; but that our silence should not be interpreted either as 
approval or disapproval. (When I saw the Vice-President, Dr. Espi- 
nosa, this morning and he asked me the same question, I gave him an 
identical answer. ) 

General Moncada said that he entirely approved our policy of non- 
interference, and that he personally did not desire further intervention 
or further war in Nicaragua. Referring to the forthcoming elections, 
in which he frankly said that he had made an arrangement with 
General Chamorro for the latter’s support of General Moncada’s 
candidacy as Senator from Rivas, he said that when Congress re-opens 
on May 15, a bill introduced by the Executive and already passed 
by the Senate would come before the Deputies for consideration, 
providing that the President of the Nicaraguan Board of Elections 
shall be nominated by the President and not, as he said is the case now, 
by Congress. He said that both he and General Chamorro will fight 
against the passage of this bill, for it would give the Executive even 
greater power over the elections than is at present contemplated. He 
said, for instance, that although he feels that he would have an easy 
majority in Rivas, should he be nominated, his nomination could be 
prevented should the Executive decide to do so through a government- 
controlled Board of Elections. He said that the situation in the Nica- 
raguan elections is somewhat similar to our primary system in the 
United States. When he asked what the policy of the United States 
would be with regard to the elections, I replied that we felt that we 
should take no part therein either directly or indirectly, and should use 
no influence in any way in connection therewith. General Moncada 
said he fully understood this situation, but said that although neither 
he nor General Chamorro wished a conflict (he added that they were 
both too old and too tired for war), they intended to insist on free 
elections. As I recall, I commented substantially as follows: 

“Even though a friend may not wish to meddle in matters which 
are none of his concern, there is no reason why he should not give a 
word of advice. I feel sure that you will understand why I cannot 
say any more”. 

* The Minister, under instructions from the Department, had proceeded to 
San Salvador on April 26, where he had consulted for a few days with Frank P. 
Corrigan, the new Minister to El Salvador, and with Willard Beaulac, As- 
sistant Chief of the Division of Latin American Affairs, on temporary detail in



554 FOREIGN RELATIONS, 1934, VOLUME V 

General Moncada said that was all he wished to know; that an 
expression from us regarding the freedom of the elections would, he 
felt sure, help to realize such a hope; and that this statement on my 

part, entirely satisfied him. 
I trust that I may have correctly interpreted the Department’s 

policy in regard to the situation which may arise in connection with 
the forthcoming elections. As I indicated to the Department in the 
last paragraph of my despatch No. 147 of March 26, there has been 
at times some question in my mind as to how the “Hands Off” and 
“Good Neighbor” policies should or may be reconciled. I feel, and 
so felt at the time my despatch No. 147 was written and was con- 
sequently guided accordingly, that we should not interfere in Nicara- 
guan internal affairs; should we feel, however, that a word from us 
might serve to maintain the peace of the country and consequently 
avoid bloodshed and disorder, we should not refrain from assuming 
the responsibility of the “Good Neighbor” by expressing our views, 
preferably as the personal views of our diplomatic representative. 

Should the Department consider it desirable, I should appreciate 
an expression of opinion on my interpretation of our policy. 

Respectfully yours, ArtHour Buiss Lane 

817.00/8037 

The Secretary of State to the Minister in Nicaragua (Lane) 

No. 78 WasuHineton, May 21, 1934. 

Sir: Referring to your despatch No. 192 of May 4, 1934, concerning 
the political situation in Nicaragua, the Department approves of your 
interpretation of its policy as set forth in the penultimate paragraph 
thereof. 

Very truly yours, For the Secretary of State: 
SuMNeR WELLES 

817.00/8073 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 273 Manacva, June 14, 1934. 
[Received June 25. ] 

Sir: I have the honor to transmit herewith, translations of an anony- 
mous letter received by the Legation on June 11, 1934,* in an envelope 
bearing the return address, “Students, Leon, Nicaragua”. 

It will be noted that the letter is critical of the political activities of 

General Anastasio Somoza and the Guardia Nacional, and the alleged 
connection of this Legation therewith. While it is in itself unim- 

“Not printed.
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portant, it is typical of a number of other less literate communications 
along the same lines received by the Legation from time to time, and 
expresses a point of view widely held in Nicaragua and probably 
throughout northern Latin America. On mentioning this matter to 
the Minister for Foreign Affairs on June 14, Dr. Argiiello confirmed 
my belief that the impression is current regarding our supporting the 
Guardia Nacional and the political activities of General Somoza. As 
an indication of this sentiment he showed me a letter which he had 
received from a friend of his in Leén reporting the circulation of a 
rumor there to the effect that I am supporting the candidacy of Gen- 
eral Somoza for President in the elections of 1936. 

The Department will recall that in my telegram No. 78 of February 
27—6 P. M., I reported the feeling then current that we favored the 
Guardia as contrasted with the Government, based on the following 
reasons: 

a) Our having created the Guardia; 
6) My association with General Somoza (at the request of the 

President) ; 
c) Silence regarding our policy as to non-recognition of govern- 

ments coming into power as a result of a military coup d’état (our 
recognition of the Government of General Martinez on January 26% 
having been generally regarded here as a reversal of the policy em- 
bodied in the General Treaty of Peace and Amity of 1923) ; 

ad) The feeling that the elimination of Sandino, against whom our 
armed forces had fought, had the approval of the United States; 

e) The fact that General Moncada had lunched with me on February 
21, thus giving the impression that he and I were conspiring to have 
Sandino assassinated. 

I regret to report that the feeling as reported in February still 
obtains, not only here but apparently in other Latin American coun- 
tries as well. Mr. Dawson ® who had the opportunity to speak to 
persons who should be well informed in Colombia, Panama and Costa 
Rica, reports that the feeling seemed to be current in those countries 
not only that I conspired to bring about the assassination of Sandino 
but also that we are now supporting the Guardia Nacional, as con- 
trasted with the Government. Should the Department contemplate 
modifying the status quo in connection with the maintenance of the 
embargo on the exportation of arms and munitions from the United 
States to Nicaragua (as suggested in my despatch No. 224 of May 22, 
1934 7), 1t occurs to me that it might be pointed out in a press confer- 
ence at the Department that such action as the Department may deter- 
mine to take with respect to the exportation of arms to Nicaragua is 

* See pp. 216 ff. 
* Allan Dawson, Second Secretary of Legation at Managua. 
* Post, p. 559.
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in consonance with the Government’s general policy to deal directly 
and solely with the duly constituted governments with which we 
respectively maintain diplomatic relations and not through other than 
the normal channels. 

Respectfully yours, ArtHur Buss Lane 

817.00/8066 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manaava, June 19, 1934—noon. 
[ Received 2: 40 p. m. | 

130. General Somoza is quoted by the press and reliable witnesses 
as having in effect accepted responsibility for the murder of Sandino 
in a speech at a banquet in his honor on June 17 at Granada. Despatch 
follows. 

LANE 

817.00/8070 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacua, June 22, 19384—7 p. m. 
[Received 10 p. m.] 

131. My telegram No. 130, June 19, noon. Minister for Foreign 
Affairs advised me this morning on what he termed unquestionable 
authority that during the festivities at Granada, but not in a public 
speech, General Somoza had indicated (1) that I am furnishing the 
motive power for his ambitions and (2) that, despite my having 
declined the invitation to be present at the festivities because of my 
name having been brought into Sandino affair, I am backing him. 
(The fact is that I declined the invitation by telegraph on the ground 
of my wife’s being in mourning and explained to Somoza personally 
that as the festivities were generally considered to be of a political 
character my presence would undoubtedly be misconstrued.) 

The President this noon confirmed the reports given me by Minister 
for Foreign Affairs and said that his Government is seriously embar- 
rassed particularly outside of the country, by Somoza’s admission of 
responsibility for the death of Sandino in view of the earlier declara- 
tions made by Somoza that a complete investigation would be made to 
ascertain the guilty parties. He said he would like to get rid of 
Somoza to show that he, Sacasa, disapproves. He expressed appre- 
hension, however, lest such action might throw the Guardia into revolt 
against the Government.
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- In accordance with my telephone conversation with Assistant Secre- 
tary Welles this afternoon I have prepared the following draft state- 
ment which President Sacasa approves. If the Department approves, 
it should be given to press here not later than early Saturday after- 
noon, in order to be published in Sunday morning press. No local 

newspapers on Monday. 

“Unfounded and malicious rumors have been circulated, both in 
Nicaragua and elsewhere, to the effect that certain acts committed in 
Nicaragua in February, last, were approved and instigated by me. 
Until now I have felt that these rumors should not be dignified by a 
denial on my part. 

During the past week, however, these rumors have been circulated 
with increased intensity and have apparently created an impression 
in some quarters that the political activities of certain elements have 
my personal support, and, inferentially, the support of my Govern- 
ment. I am constrained most emphatically to brand such rumors as 
unqualified falsehoods. 

As I publicly stated on December 7, 1933, on the occasion of the 
presentation of my letters of credence to His Excellency, President 
Sacasa, the relations of the United States and Nicaragua must be 
based on mutual recognition and respect of sovereignty. This being 
the case, neither the United States Government nor its representative 
in Nicaragua is interfering in any manner in the political affairs of 
this country. 

The foregoing statement has the approval of the Department of 
State.” 

LANE 

817.00/8070 : Telegram 

The Secretary of State to the Minister in Nicaragua (Lane) 

WASHINGTON, June 23, 1984—3 p. m. 

87. Your 131, June 22, 7 p.m. You are authorized in your dis- 
cretion to make the statement with the following modifications: 

1. First paragraph of your draft approved. 
2. The second paragraph should read “During the past week, how- 

ever, these rumors have been circulated with increased intensity and 
have apparently created an impression in some quarters that I was 
endeavoring to influence political developments in Nicaragua. I de- 
sire to state in the most categorical manner that these rumors and any 
such impression are absolutely false”. 

3. In the third paragraph of your draft the second sentence should 
read “Since the inauguration of President Roosevelt, the Government 

_ of the United States has dedicated itself to the policy of the good 
~ neighbor and the manner in which that policy has been carried out is 

well known and well recognized throughout this Continent. Conse- 
quently, the Government of the United States and its representative 
in Nicaragua have neither interfered nor have they had any motive for
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interfering directly or indirectly in the political affairs of the Republic 
of Nicaragua”. 

4, In the final sentence of your draft insert the word “unqualified” 
before the word “approval”. 

Cable if and when you issue statement. 
Hoi 

817.00/8071: Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Mawnaeoa, June 24, 1934—noon. 
[Received 4:30 p. m. | 

133. Department’s telegram No. 37, June 23,3 p.m. Respectfully 
suggest that in the last sentence of paragraph 3 of proposed statement, 
as amended by the Department, the following clause be deleted: “nor 
have they had any motive for interfering”. 

I fear that its inclusion might be misconstrued here to indicate (1) 
that if we had sufficient motive we might interfere in the affairs of 
Nicaragua, and (2) that we tacitly approve the present activities of 
the Guardia. 

If the Department approves this change such sentence would read 
as follows: “Consequently, neither the Government of the United 
States nor its representative in Nicaragua have interfered directly 
or indirectly in the political affairs of the Republic of Nicaragua”. 

Please reply by telegraph urgently.® 
LANE 

817.00/8072 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacova, June 25, 1934—noon. 
[Received 1:55 p. m.] 

134. Statement as approved by the Department’s 38, June 23 [24], 
3 [5] p. m., being released for publication in the local press this evening. 

LANE 

“In telegram No. 38, June 24, 5 p. m., the Department informed the Minister in 
Nicaragua that the amendment suggested by him was satisfactory to the Depart-
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EMBARGO ON THE SHIPMENT OF ARMS AND MUNITIONS TO NICA- 
RAGUA CONTINUED AT THE REQUEST OF THE NICARAGUAN GOV- 

ERNMENT 

817.24/278 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 224 Manaaoua, May 22, 1934. 
[Received May 28. ] 

Sir: I have the honor to acknowledge receipt of the Department’s 
instructions No. 69 of April 30, 1934 (no file number) and No. 71 of 
May 4, 1934 (no file number) relative to licenses to export arms, 
respectively, for the Government of Nicaragua and for the Guardia 
Nacional de Nicaragua. In this connection I refer to my telegram 
No. 123 of today ” suggesting that the Department withhold the issu- 
ance of further licenses for the exportation of arms and ammunition 
to Nicaragua pending the receipt of the instant despatch. 

Yesterday prior to my informing the Minister of Foreign Affairs, 
as has been the practice of the Legation prior to and subsequent to my 
arrival here, of the granting of the licenses in question, I requested 
the President for information regarding the shipments. Doctor 
Sacasa said that the shipment of 100,000 38 Automatic Colt Cartridges 
from the Winchester Repeating Arms Company (Department’s in- 
struction No. 69 of April 30) had been ordered by the Nicaraguan 
Government (as contrasted to the Guardia) for the defense of the 
Presidential Loma. As to the shipment to which reference is made 
in the Department’s instruction No. 71 of May 4 the President said 
that this had been ordered without his knowledge or consent but that 
it had come to his attention when the Nicaraguan Consul General in 
New York refused to issue the necessary papers (I gather he referred 
to consular invoice) for importation into Nicaragua without the con- 
sent of the Government of Nicaragua, whereupon the matter was 
referred to the President (Doctor Sacasa said that much of this ship- 
ment is for sale to private parties and that he does not object to the 
importation but to the fact that the Guardia ordered the shipment 
without consulting him, the Commanding General). 

It seems to me that there are two serious practical objections to our 
issuing licenses to export arms to Nicaragua, quite apart from the 
inadvisability, as I see it, of our inviting the accusation that we are 
responsible, even in an indirect manner, for internal developments 
here: 

® Neither printed. 
Not printed.
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1) As I have in the past pointed out to the Department, the heav- 
iest drain on the Government budget is the Guardia, which in the 
last month according to what the newly appointed Minister of Ha- 
cienda told me on May 17, spent C$30,000.00 over its budgeted allot- 
ment of C$65,000.00. It appears to me that by our granting export 
licenses we become parties, even though perhaps indirectly, to exces- 
sive expenditures of public funds for useless and potentially pernicious 
purposes. 

2) The anomalous situation between the Government proper and 
the Guardia still exists. Presumably, the 100,000 machine gun 
cartridges ordered by the Government are for possible use against the 
Guardia. (Military defense construction still continues on the Loma, 
and specifically a concrete machine-gun post placed in a position, so 
our Military Attaché informed me when he was here on a recent visit, 
to repel attacks from the Campo de Marte, the headquarters of the 
Guardia.) While it may be true that much of the shipment ordered 
by the Guardia is for sale to private individuals, I consider this un- 
likely. It seems, more logical that it is intended for offensive or de- 
fensive purposes, and now that Sandino has been eliminated it is 
difficult to understand against whom, outside of the Government, such 
large quantities of ammunition would be required. I fear that if we 
continue to issue such licenses, we are liable to lay ourselves open to 
the charge of arming the two camps against one another. 

To refuse to allow any shipments of arms or ammunition to Nica- 
ragua would presumably not prevent arms from reaching this country 
but would merely serve to divert Nicaraguan orders to European manu- 
facturers. (This was the result of our action in 1927 when we refused 
to allow the exportation of any war material from the United States 
to Mexico, under the terms of the arms embargo which was then in 
force with respect to Mexico.) 7 
Would it not be preferable, if such a course be consistent with our 

Government’s general policy, to lift the embargo entirely insofar as 
the shipment of arms and ammunition to Nicaragua is concerned? 
I respectfully submit the foregoing recommendation for the Depart- 
ment’s serious consideration and for such instructions as it may desire 
to give me in the premises. 

Respectfully yours, ArTHUR Buiss Lane 

817.113 /359 

The Secretary of State to the Minister in Nicaragua (Lane) 

No. 86 WasHINGTON, June 6, 1934. 

Sir: With reference to your strictly confidential despatch No. 224, 
of May 22, 1934, concerning the issuance of licenses for the exportation 
of arms and munitions of war to Nicaragua, the Department is pre- 

™ See pp. 526 ff. 
™ See Foreign Relations, 1927, vol. m, pp. 2338 ff.
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pared to recommend that the embargo be lifted in the case of Nicaragua 
provided it is ascertained that such action will not be displeasing to 
President Sacasa and will not be likely to prejudice his Government. 
For your information the Department has informed the Legation at 
Tegucigalpa that it is contemplating similar action in the case of 
Honduras.” 

You are therefore authorized to inform President Sacasa that the 
United States Government is contemplating lifting the embargo on 
arms shipments to Nicaragua in view of the circumstance that the 
country is tranquil and the conditions which gave rise to the embargo 
have ceased to exist. You may express to President Sacasa the hope 
that the removal of the embargo will be agreeable to him. 

The Department will await your reply before taking further action 
in this connection. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

817.118/360 , 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 316 Manaava, July 10, 1934. 
[Received July 16.] 

Sir: Adverting to the Department’s instruction No. 86 of June 6, 
1934, I have the honor to report that yesterday morning I took up with 
President Sacasa the general question of the embargo on the exporta- 
tion of arms and munitions from the United States to Nicaragua. 
Specifically I referred to the shipment of ammunition referred to in 
the Department’s instruction No. 89 of June 15, 1934," a permit for 
which the Department granted for the Guardia Nacional. I was 
orally informed this morning by the Secretary of the Comandancia 
General that the Comandante General (the President) did not give 
authorization for this shipment and had no knowledge thereof. 

When I suggested to the President the possibility of our lifting the 
embargo on the shipment of arms and munitions to Nicaragua, pro- 
vided he had no objection, Doctor Sacasa immediately replied that 
the possibility of revolution would be increased by such action; that 
there would be no remaining check available to the Nicaraguan Govern- 
ment on arms shipments to Nicaragua, and that he hoped some other 
procedure would be adopted. 

As an alternative I suggested (making it plain that I was speaking 
merely for myself and not for my Government) that in future all 
requests for exportation of arms and munitions to Nicaragua be made 

“See pp. 382 ff. 
* Not printed.
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through the Nicaraguan Legation in Washington, which would be 
responsible to the Department for the authenticity of the purchase 
and for the approval thereof on the part of the Government of Nica- 
ragua. The President indicated that such a procedure would be 
agreeable to him. (This was the procedure adopted by the Depart- 
ment during the disturbances in Mexico in 1929," the Mexican Em- 
bassy being responsible to the Department that shipments of arms and 
munitions approved by the Embassy should be in accordance with the 
wishes of the Mexican Government. It was the Department’s prac- 
tice not to issue any export licenses unless the request was submitted 
through and had the approval of the Mexican Embassy in 

Washington.) 
In view of the expressed feeling of President Sacasa I have the 

honor consequently to modify the recommendations contained in my 
despatch No. 224 of May 22, 1934. I respectfully suggest that in 
future no shipments to Nicaragua of war material be permitted by 
the United States Government unless such shipments are requested 
through and approved by the Nicaraguan Legation at Washington. 
Should requests be made of the respective Nicaraguan consular of- 
ficers in the United States, it would be expected that such requests 
would be referred to the Legation for appropriate action. 

I should appreciate it if the Department would advise me if and 
when it has determined the course it will follow in the future in this 
matter, furnishing me, as well, with the details of the procedure which 
is to be followed in each case, in order that confirmation may be 
effected at this end. 

Because of recent political developments here, which resulted in 
my recommending that a statement of policy be made regarding our 
non-interference in Nicaraguan affairs (see page 1 of enclosure to my 
despatch No. 288 of June 23, 1934, reporting a telephone conversa- 
tion on June 22 with Assistant Secretary Welles) ,” adoption of the 
now recommended procedure would tend to emphasize the ideas un- 
derlying my statement of June 25,—that we do not support the polit- 
ical activities of the Guardia, that we do not regard the Guardia as 
a super-Government, and that the constitutionally constituted Gov- 
ernment of Nicaragua is the normal channel through which we con- 
duct our relations. 

Respectfully yours, ArTHUR Buiss LANE 

* For correspondence concerning the insurrection in Mexico, see Foreign Rela- 
tions, 1929, vol. 111, pp. 336 ff. 

Despatch No. 288 not printed; but see telegram No. 131, June 22, 7 p. m, 
from the Minister in Nicaragua, p. 556.
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817.118/360 

The Secretary of State to the Minister in Nicaragua (Lane) 

No. 110 WasHineton, July 30, 1934. 

Sir: The Department has received your despatch No. 316 of July 
10, 1934, reporting the desire of the President of Nicaragua that the 
present embargo on the export of arms and munitions of war from the 
United States to Nicaragua not be lifted at the present time. 

In the light of the information contained in your despatch, this 
Government will continue the embargo as at present, except that 
licenses for the exportation of arms and munitions will be issued in 
the future only after the Department has been informed by the Nica- 
raguan Legation in Washington that the prospective shipment has 
the approval of the Nicaraguan Government. This practice will be _ 
followed regardless of whether the consignee in Nicaragua is the 
Government, an agency of the Government, a firm, or an individual; 
and it will apply to arms and munitions of all classes, including arms 
and their ammunition ordinarily used for sporting purposes. 

Thus, in the case of each shipment of arms and munitions, the De- 
partment will require, not only that an application for an export li- 
cense be made by the shipper as heretofore, but also that the Nicara- 
guan Legation in Washington advise the Department that the ship- 
ment has the approval of the Nicaraguan Government, it being un- 
derstood that in no case will the Department of State take the initia- 
tive in seeking such an expression of approval from the Nicaraguan 
Legation. The question of bringing about such notification to the 
Department through the Nicaraguan Legation is a matter with regard 
to which the initiative and responsibility will lie with the Nicaraguan 
Government and the potential shipper or consignee. 

With reference to dynamite, blasting powder, and like materials, 
intended for industrial use, the Department will continue to issue 
licenses in its own discretion. 

You will please inform the Nicaraguan Government of the fore- 
going and notify the Department as soon as acknowledgement of 
your communication is made. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

817.1051/872 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacva, August 16, 1984—32 p. m. 
[Received 7:30 p. m.] 

144, The attitude of General Somoza towards the President’s ad- 
visers and their attitude toward him apparently continue to be un- 

789736—52——40
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favorable. (Am reporting by air mail regarding conversation with 
Somoza August 14th.)"” Vice President told me this morning that 
rumor is being circulated that my departure Saturday is for purpose 
of giving Somoza free rein. 

Under the circumstances I respectfully repeat the recommendations 
for changes in the procedure for granting export permits for ship- 
ments of arms and ammunition from the United States to Nicaragua 
made in my despatch No. 316 of July 16th. If such modified pro- 
cedure be adopted I suggest that details thereof might appropriately 
be given publicity by the Department for convenience of and for 
reasons mentioned in last paragraph of my 316. 

LANE 

817.113/360: Telegram 

The Acting Secretary of State to the Minster in Nicaragua (Lane) 

Wasuineton, August 17, 1934—4 p. m. 

50. Your 144, August 16,3 p.m. The Department’s mail instruc- 
tion No. 110 of July 30 informs you that licenses for the exportation 
of arms and munitions will be issued in the future only after the 
Department has been informed by the Nicaraguan Legation in Wash- 
ington that the prospective shipments have the approval of the Nica- 
raguan Government. This policy will be placed in effect as soon as the 
Department learns that the Nicaraguan Government has acknowledged 
the receipt of your communication informing it of the above. 

PHILLIPS 

817.113/362 : Telegram 

The Chargé in Nicaragua (Dawson) to the Secretary of State 

Manacva, August 25, 1984—1 p. m. 
[Received 3 p. m.] 

148. Department’s telegram No. 50, August 17, 4 p.m. Note re- 
ceived today from Ministry of Foreign Affairs acknowledging receipt 
of my communication informing it of change in procedure for the 
issuance of licenses for exportation of arms and munitions from the 

United States to Nicaragua. 
Dawson 

™ Despatch No. 399, August 16, from the Minister in Nicaragua, not printed.
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PROLONGATION OF THE LIFE OF THE NICARAGUAN CLAIMS 

COMMISSION ” 

417.00/469 : 

The Acting Secretary of State to the Minister in Nicaragua (Hanna) 

No. 579 WASHINGTON, June 9, 1933. 

Sir: Reference is made to your despatch No, 1253 of April 29, 1933,” 
concerning informal discussions with Judge Stanley with respect to 
the prolongation of the life of the Claims Commission which will, 
unless extended, complete its work by the end of this year. Reference 
is also made to your despatch No. 1275 of May 12, 1933,” concerning 
the making of some adequate provision for the payment of the awards 
of the Commission. 

The Department concurs in your view that it is desirable that the 
life of the Commission be continued until all claims matters against 
the Nicaraguan Government have been settled. The Department be- 
lieves that there is every reason why such action would be beneficial 
not only to the claimants but to the Nicaraguan Government as well. 
Settlement of outstanding matters of this nature would remove pos- 
sible causes of friction between the Government of Nicaragua and 
foreign governments and in addition be an expeditious way of elimi- 
nating the loss of much time and effort in an endeavor to settle such 
matters through diplomatic channels. 

Economically the continuation of the Commission’s work could not 
help but be of great benefit to the Nicaraguan Government by deter- 
mining definitely the obligations of that Government to foreigners, 
thus permitting it more easily to put its financial house in order. 
Furthermore, the settlement of claims in this way is a much more 
economical procedure than a resort to arbitration or the establishment 
of claims commissions between the interested governments. 

For these reasons the Department authorizes you to discuss the 
subject with the Nicaraguan Government in an effort to obtain the 
results referred to. However, before the elimination of any category 
of claims is decided upon the Department should be fully informed 
concerning such proposed elimination and its authorization therefor 
obtained. You are also authorized to indicate in such manner as you 
may deem proper the interest of this Government in the final settle- 
ment of the claims by the payment of the awards made by the Com- 

*% Kor previous correspondence regarding the Commission, see Foreign Rela- 
tions, 1929, vol. 11, pp. 670 ff.; see also Department of State, Press Releases, 
Sot eeintade pp. 193-194, and February 20, 1932, pp. 192-193. .
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mission and to express the hope that adequate provision will be made 
to this end as provided for in the legislative decree of February 6, 
1930.” 

Very truly yours, For the [Acting] Secretary of State: 
Francis WHITE 

417.00/478 

The Minister in Nicaragua (Hanna) to the Acting Secretary of State 

No. 1346 Manacua, June 380, 1933. 
[Received July 5.] 

Sir: Referring to the Department’s instruction No. 579 of June 9, 
1933, File No. 417.00/468[ 469], concerning the possible prolongation 
of the life of the Nicaraguan Claims Commission until all claims 
against the Nicaraguan Government have been settled, I have the honor 
to enclose a copy and translation of a bill presented to the Congress 
by the Minister of Finance, together with a copy and translation * of 
his transmitting letters, providing for the continuation of the Claims 
Commission until not later than June 30, 1934, and extending its juris- 
diction to include claims against the Nicaraguan Government over 
which the Commission has no jurisdiction at the present time. This 
bill was published in Za Gaceta of June 27, 1933, and came to the atten- 
tion of the Legation on the same day that the Department’s instruction 
was received. 

It will be observed that according to Article 1 of the enclosed bill, 
the Claims Commission will have jurisdiction over every claim against 
the Government with the exception of salary claims and budgetary 
services which have arisen since the creation of the Claims Commission, 
and excepting also claims for indemnification for exactions, requisi- 
tions and war damages suffered prior to June 30, 1927. <A time limit 
of four months from the publication of the law is fixed within which 
claims must be presented. 

Article 3 of the bill apparently provides that the representative of 
the Government may propose to the Commission that it render a deci- 
sion on any such claim whatsoever, whether or not the interested person 
presents a petition. I have had as yet no opportunity to discuss this 
clause with any member of the Claims Commission or the Government, 
but at first glance both the wording and the purpose of this article 
seem somewhat obscure. 

As the Department is aware, Judge Stanley, President of the Claims 
Commission is now in the United States, and Dr. Guerrero Montalvan, 
the Minister of Finance, is expected to arrive there about July 2 ona 

© Fa Gaceta-Diario Oficial, February 10, 1930, p. 265. 
*! Not printed.
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financial mission for the Nicaraguan Government.®? It is believed that 
both these gentlemen will call at the Department, and an opportunity 
may be presented to discuss the subject with them. In the meantime 
T shall take up the matter with President Sacasa on the first suitable 
occasion, informing him of the Department’s views in the premises. 

Present indications are that the Nicaraguan Congress will adjourn 
in the near future without having acted on this bill. In that event the 
commission might be given provisional and temporary authority by 
Executive decree as suggested in my despatch No. 1253 of April 29, 
1933.88 

Respectfully yours, Matruew E. Hanna 

417.00/481 | 

The Acting Secretary of State to the Minister in Nicaragua (Hanna) 

No. 618 WasHincTon, July 29, 1933. 

Sir: The Department refers to your despatch No. 1369, of July 17, 
1933,® enclosing a copy of the law recently enacted by the Nicaraguan 
Congress extending the life of the Nicaraguan Claims Commission 
to June 380, 1934. 

For reasons previously indicated to you, the Department regards 
the new law with approval and considers that Article 1 thereof 
extending the jurisdiction of the Commission to include every claim 
against the Government gives an excellent opportunity to obtain the 
adjudication of outstanding American claims against Nicaragua that 
did not previously come within the jurisdiction of the Commission. 
To this end the Department will notify all American claimants of 
record of the extended jurisdiction of the Commission and advise 
them to bring their claims to its attention. 

In view of the fact, however, that most of these claimants are not 
residents of Nicaragua, the Department considers that the limitation 
of four months for the filing of claims, contained in Article 2 of 
the new law, should be extended to at least six months. It appears 
that under Article 4, claimants will have further time in which to 
fully support their claims by appropriate evidence. : 

While, as stated, the Department considers the extension of the 
Commission’s jurisdiction a favorable opportunity for settling claims 
against Nicaragua that might otherwise be the subject of diplomatic 
negotiation or of arbitration, it considers it pertinent to point out 
that the Commission is a municipal tribunal whose acts are not bind- 
ing on the United States and therefore that claims against Nicaragua 

* See pp. 575 ff. 
* Not printed. . 7
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not brought to the Commission’s attention under the new law or not 
decided by the Commission could not be considered as barred from 
future presentation through diplomatic channels should their merits 
seem to warrant such action. Furthermore, while it is improbable 
that any such course will be necessary, this Government reserves the 
right to present to the Nicaraguan Government any claim decided 
by the Commission, should the Commission’s decision be so patently 
unjust as to constitute a denial of justice in the international sense. 

With the exception of the time within which claims may be filed 
and with the understandings mentioned, the Department is in com- 
plete sympathy with the new law and you may so inform President 
Sacasa. 
When informing the Department of the publication of the law please 

cable,® in order that claimants may have the longest possible time 
after notification to prepare their claims. 

Very truly yours, Wipur J. Carr 

417.00/486 | 

The Minister in Nicaragua (Hanna) to the Secretary of State 

No. 1429 Manacua, August 23, 1933. 
[Received August 30. ] 

Sir: Supplementing my despatch No. 1424 of August 21, 1933,% 
concerning the law recently passed by the Nicaraguan Congress pro- 
longing the life of the Nicaraguan Claims Commission, I have the 
honor to report that the British Chargé d’A ffaires had a conversation 
with me yesterday in which he expressed the opinion that his Gov- 
ernment might raise objections to Article 6 of the law. 

The sense of Article 6 appears to be that no claim embraced in the 
terms of the law may be heard in any other manner than that pre- 
scribed in the law nor by any authority other than the Claims Com- 
mission. The British Chargé said he thought his Government might 
object to this article in general and more specifically with respect to 
claims he has recently presented to this Government growing out of 
the killing of British subjects on the East Coast of Nicaragua by 
Nicaraguan outlaws. The British Chargé manifestly desired to 
learn the attitude of the Government of the United States in this con- 
nection but I evaded giving him any indication of the Department’s 
attitude as set forth in its instruction No. 618 of July 29. The British 

Chargé said he probably would present the point informally to this 
Government pending the receipt of instructions from London. 

“By telegram No. 51, August 20, 1933, 10 a. m., the Minister in Nicaragua 
informed the Department of the publication of the law, signed by the President 
J TO NSE peated” Gaceta-Diario Oficial, August 18, 1983, p. 1585.
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I have read the Department’s instruction No. 618 to Judge Stanley, 
who returned to Managua, yesterday, and he has recalled that the 
original law creating the Claims Commission contained a provision 
to the effect that the decisions of the Commission shall be final and 
without recourse. Judge Stanley appeared to be of the opinion that 
the original law continues in full force and effect with respect to the 
new lot of claims covered by the new law, excepting insofar as the 
new law may modify the previous law. 

I asked Judge Stanley for his opinion concerning the adequacy of 
the time limit of four months fixed in Article 2 of the law. He said he 
thought it improbable that an extension of this time limit would be 
necessary, but that it is his intention to ask for such extension if and 
when it should appear necessary. It is probable that the Nicaraguan 
Congress will be convened in extra session in the near future and 
Judge Stanley thinks this point will be cleared up by that time. The 
extension would have to be made by the Congress. 

Judge Stanley told me that it is his intention to urge the enactment 
of the project for an issue of bonds with which to pay adjudicated 
claims, which was submitted to the Nicaraguan Congress at its last 
session, in case the Congress should be called together in extra session. 

Respectfully yours, Matrurw KE. Hanna 

417.00/488 re 

The Chargé in Nicaragua (Daniels) to the Secretary of State 

No. 1452 Manacua, September 9, 1933. 
[Received September 13. | 

Sir: In reply to the Department’s instruction No. 618 of July 29, 
1938 (file No. 417.00/481), stating that with certain exceptions the 
Department is in complete sympathy with the new law prolonging the 
life of the Nicaraguan Claims Commission, I have the honor to report 
that in a letter to President Sacasa dated August 8, 1933, Minister 
Hanna transmitted the contents of the Department’s instruction 
pointing out that the time limit of four months for the filing of claims 
seemed somewhat inadequate and that the Department considered it 
pertinent to point out further that the Commission is a municipal 
tribunal whose acts are not binding on the United States and therefore 
that claims against Nicaragua not brought to the Commission’s atten- 
tion under the new law or not decided by the Commission could not be 
considered as barred from future presentation through diplomatic 
channels should their merits seem to warrant such action. The Presi- | 
dent was also informed that the Government of the United States 
reserves the right to present to the Nicaraguan Government any claim 

decided by the Commission, should the Commission’s decision be so 
patently unjust as to constitute a denial of justice in the international 
sense.
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Under date of August 30, 1933, President Sacasa replied to the 
Minister’s letter stating that he believed the observation of the State 
Department that the time limit of four months might conveniently be 
extended to six months was justifiable and that he would be willing to 
request Congressional action to bring this about, if the State Depart- 
ment should so desire. 

With respect to the reservations made by the Department covering 
claims not brought to the Commission’s attention under the new law 
or the adjudication of which might constitute a denial of justice in 
the international sense, the President considered these reservations 
to be unjustifiable, since they did not seem to be in harmony with the 
generally accepted principles of international law. In discussing this 
point the President referred to the Convention relative to the Rights of 
Aliens, signed at the Second International American Conference of 
Mexico in 1902.87 Although the Government of the United States 
was represented at that Conference, it is believed pertinent to point 
out that according to the report thereof published by the Government 
Printing Office in Washington in 1902, the American representatives 
did not sign this Convention. A copy and translation of the Presi- 
dent’s letter of August 30, 1933, are enclosed herewith.® 

On September 8, 1933, I had occasion to converse with Judge Stanley 
and asked him his opinion with respect to the President’s attitude to- 
ward the reservations made by the State Department. He stated the 
President had already discussed the subject with him and appeared 
incensed because the Department had made such reservations in con- 
nection with the recently enacted law. According to Judge Stanley, 
the President exclaimed : “What is the use of having a Claims Commis- 
sion if its decisions are not accepted”. 

Respectfully yours, Pau C, Danis 

417.00/493 : Telegram 

The Minister in Nicaragua (Lane) to the Secretary of State 

Manacua, March 10, 1934—10 a. m. 
[Received 12:34 p. m.] 

96. New law has gone into effect extending time limit for presenting 
claims to Nicaraguan Claims Commission until April 30, 1934. Full 
text follows by air mail.* 

LaNE 

* Second International Conference of American States, Message From the 
President of the United States, Transmitting a Communication From the Secre- 
tary of State, Submitting the Report, With Accompanying Papers, of the Dele- 
gates of the United States to the Second International Conference of American 
States, Held at the City of Mexico From October 22, 1901, to January 22, 1902 
(Washington, Government Printing Office, 1902), p. 226. 

* Not printed. | 
” For text of the law, signed by the President February 20, 1934, see La Gaceta- 

Diario Oficial, March 8, 1934, p. 457. |
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417.00/500 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 293 Manacva, June 26, 1934. 
: [Received July 2.] 

Sim: Referring to my despatch No. 282 of June 19, 1934, and No. 
287 of June 23, 1934, covering the status of the proposed bond law 
to meet awards of the Nicarayuan Claims Commission, and partic- 
ularly to pages 8 to 5 of the former, in which I summarized a con- 
versation with Judge J. S. Stanley, President of the Commission, I 
have the honor to transmit herewith, copies of a letter dated June 23 
addressed to me by Judge Stanley. Copies of my reply dated today 
are also enclosed.*! 

It will be noted that Judge Stanley renews his advocacy of a cash 
settlement of the awards of the Commission or, failing that, the 
issuance of sound bonds drawing interest from the date of issue. He 
states his opinion that the “lack of suggestions or recommendations”, 
with one exception, by representatives of foreign powers as to the 
method by which awards to their nationals should be settled has 
encouraged the Nicaraguan Government in its desire for a bond issue 
on which service would be deferred. He suggests that representations 
along these lines would be of assistance in securing the sort of settle- 
ment he envisages. 

J am in agreement with Judge Stanley that adequate legal provisions 
for meeting the awards are much to be desired and that there is a 
strong possibility that, unless pressure is brought to bear, the Nic- 
araguan Congress will either provide for a bond issue under such 
conditions as to make its market value negligible or take no action for 
payment of awards. I do not, however, feel that the desirability of 
securing fair treatment for claimants would justify representations 
by the Legation which would inevitably be considered an attempt to 
influence the course of pending legislation. I shall, in the absence 
of instructions from the Department to pursue another course, con- 
tinue to refrain from expressing any opinion concerning the manner 
in which awards should be paid. 

I have already, in the portion of despatch No. 282 to which special 
reference is made above, explained to the Department my belief that 

Judge Stanley’s efforts to influence the form of the proposed bond 
law are not consonant with his judicial position as a member of the 
Claims Commission. 

Respectfully yours, Artur Briss Lane 

” Neither printed. 
” Not printed.
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417.00/501 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 323 Manacva, July 18, 1934. 
[Received July 19.] 

Sir: Referring to my despatch No. 293 of June 26, 1984, and previous 
correspondence concerning the awards of the Nicaraguan Claims Com- 
mission and suggestions as to the manner in which they should be 
met, I have the honor to report that, under the pertinent provisions 

of law now in effect (Article 4 of the Law of July 8, 1933, copies and 
translations of which were transmitted with my predecessor’s despatch 
No. 1869 of July 17, 1933 *), the life of the Commission expired on 

June 30, 1934, 
Inasmuch as there were still a number of unadjudicated claims 

before the Commission at the expiration of its mandate, a bill was 
presented to Congress in late June for the purpose of extending the 
period of time during which it can consider claims until August 31, 
1934, and the life of the Secretariat of the Commission to September 
30, 1934. This bill is now before the Chamber of Deputies but action 
on it as well as on the proposed legislation to provide means for meet- 
ing the Commission’s major awards has been delayed.” 

The ostensible reason for the delay is that the Chamber has wished 
to devote its time exclusively to consideration of the budget for the 
1984—1985 fiscal year which was presented to Congress on June 27. 
I am informed reliably, however, that the real cause is a desire to 
await the return from New York of Mr. Hans Sitarz, Manager of the 
National Bank of Nicaragua, with word of the reaction of the Board 
of Directors of the Bank to the suggestion that it loan the Nicaraguan 

Government C$600,000.00 for use in cash settlement of the claims. 

The Claims Commission is still functioning informally but it is 
obviously in an anomalous position and apparently has for the moment 
no legal status. 

Respectfully yours, ArtTHour Buss Lane 

417.00/500 

The Secretary of State to the Minister in Nicaragua (Lane) 

No. 101 WasHineron, July 17, 1934. 

Str: The Department has received your confidential despatch No. 
293 of June 26, 1934, with further reference to the proposed bond 
law to satisfy the awards of the Nicaraguan Claims Commission. 

* Not printed. 
% The bill extending the life of the Commission to August 31, 1934, and its 

Secretariat to September 30, 1934, was signed by the President July 17, 1934, 
and published in La Gaceta-Diario Oficial, July 20, 1934, p. 1289.
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Your course of action in this matter is approved. As has pre- 
viously been pointed out, the Commission is a domestic tribunal and 
the matter of its operation as well as the means which shall be pro- 
vided to meet its awards are purely domestic questions. While the 
Department is desirous that American claimants shall obtain a just 
settlement of their claims, it does not consider that formal representa- 
tions in their behalf are warranted in the present circumstances. 
However, should your opinion be requested by the Nicaraguan au- 
thorities, or should a favorable opportunity for expressing it arise, 
you may point out that a just settlement of the claims would seem to 
be in the interest of the Nicaraguan Government, since otherwise the 
claims may become the subject of diplomatic discussion. The ren- 
dering of an award without providing the means to satisfy it does not, 
of course, discharge the obligations of the Nicaraguan Government 
toward the claimants. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

417.00/507 

The Chargé in Nicaragua (Dawson) to the Secretary of State 

No. 420 Manacua, August 24, 1934. 
| [Received August 30. ] 

Sir: Referring to the Legation’s previous despatches concerning the 
status of the Nicaraguan Claims Commission and its major awards, 
particularly to despatch No. 400 of August 16, 1934,% transmitting 
copies of a letter from Judge J. S. Stanley, President of the Commis- 
sion, to President Sacasa enquiring as to the Commission’s future, I 
have the honor to enclose copies of a reply from President Sacasa, 
dated August 23, 1934, which was shown to me this morning by 
Judge Stanley. 

It will be noted that the President’s letter expresses his personal 
opinion that the Board of Directors of the National Bank will extend 
the desired loan of C$700,000 to the Government for payment of all _ 
pending awards of the Claims Commission in cash. Mr. Hans Sitarz, 
General Manager of the National Bank informs me that he is by no 
means certain that this will be the case. He states that his own recom- 
mendation is now adverse in view of the introduction by the Minister 
of Finance on August 22 of a bill for the active establishment of a 
National Mortgage Bank which will, in his opinion, involve inflation. 
He says, further, that, should the loan be made, he is convinced that. 
one of the conditions laid down will be for direct payment of awards 
to claimants by the Bank instead of the advance of the funds to the 
Government for payment by the latter. ... 

“Not printed.
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Judge Stanley advised me that the House on August 22 passed a 
bill introduced by General Andrés Murillo, generally accepted as the 
Sacasa administration’s floor leader, which would extend the life 
of the Commission to December 31, 1934, but authorize the President 
to terminate it at an earlier date should the Commission’s work be 
brought to a close before that time (yesterday’s press reported this 
action). He stated that Onofre Sandoval, the administration leader 
in the Senate, had assured him that the bill would be quickly approved 
in that body also, probably today. 

Judge Stanley said that he hoped that the work of the Commission 
proper could be finished by September 20 although it would probably 
be necessary for one member of the Commission, its secretary and 
several employees to remain at their desks for about six weeks longer 
to draw up the Commission’s final report * and attend to other pend- 
ing details. Judge Stanley remarked that he had already reserved 
passage on a vessel sailing September 25. 

In discussing the Commission’s work, Judge Stanley commented 
that it would have been easily possible for it to complete its tasks by 
June 30, 1984, had it not been for extensions by the Nicaraguan Gov- 
ernment of the time limit for filing claims and uncertainty as to the 
manner in which major awards were to be paid. He said that the 
Commission intended to leave in its files two awards in each pending 
case, one specifying payment of a certain sum, in bonds, and the other 
half the amount of the first, in cash, because of doubt as to whether 

the loan from the National Bank would actually be granted. 
Respectfully yours, ALLAN Dawson 

417.00/509 

The Chargé in Nicaragua (Dawson) to the Secretary of State 

No. 468 Manaaua, September 13, 1934. 
[ Received September 20.] 

Sir: Referring to the Legation’s despatch No. 465 of September 
12, 1934,°° and previous despatches concerning the awards of the 
Nicaraguan Claims Commission and the manner in which these awards 
will be paid, I have the honor to report that Mr. Hans Sitarz, General 
Manager of the National Bank of Nicaragua, this morning showed me 
a telegram he had received yesterday from the Board of Directors of 
the Bank, meeting in New York, which read: “Loan of C$950,000 
approved. Details by air mail.” 

* Copy of final report of the Commission was transmitted to the Department in 
Oot Net printed. November 1, 1935, from the Chargé in Nicaragua ; not printed.
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Mr. Sitarz said that C$700,000 of the loan would be used for pay- 
ment of the awards of the Claims Commission which have not yet 
been met and that the remaining C$250,000 would be at the disposal 
of the Nicaraguan Government for “other expenses.” He stated that, 
after negotiations between the Government and the Bank, it had been 
agreed that the payment of awards should be made by the Ministry of 
Finance instead of by the Bank, as had originally been desired by 
the Board of Directors, but that disbursements would be checked by 
the Bank against a list of awards to be given to it by the Claims 

Commission. 
Respectfully yours, Attan Dawson 

DISCLAIMER BY THE DEPARTMENT OF STATE OF ANY SPECIAL 
RELATIONSHIP WITH RESPECT TO THE FINANCIAL AFFAIRS OF 
NICARAGUA 

817.51/2469 

The Nicaraguan Minister of Finance (Guerrero Montalvan)" to the 
Assistant Secretary of State (Caffery) 

Translation *] 

The Minister of Finance of Nicaragua presents his compliments to 
the Honorable Jefferson Caffery, Assistant Secretary of State, and in 
compliance with his promise made at the conference he and Doctor 
Henri De Bayle the Chargé d’Affaires of Nicaragua had in the State 
Department, on October 28 last, is pleased to transmit the two mem- 
oranda A ® and B which contain: 

First, the ideas of the Government of Nicaragua concerning the 
desirability of reaching agreements between the Governments or be- 
tween commercial institutions of both countries to stimulate com- 
merce between Nicaragua and the United States, and 

Second, information concerning the proposal to extend to certain 
institutions, created originally at the suggestion of the Department, 
the reduction in expenditures under the fiscal budget imposed by the 
present economic difficulties, 

At the same time he is pleased to transmit to him the copy he re- 

quested of the document setting forth the agreement for the emergency 
issue of C$1,500,000 cordobas recently decreed.** 

WasuineTon, November 14, 19383. 

* Salvador Guerrero Montalvan was in the United States from June 17, 1933, 
to December 18, 1933, on a financial mission in connection with a loan of C$1,500,000 
to the Nicaraguan Government from the National Bank (817.51/2473). 

* File translation revised by the editors. 
” Not printed.



576 FOREIGN RELATIONS, 1934, VOLUME V 

{Enclosure—Translation *] 

Memoranpum B 

Nicaragua has not been able to avoid the influence which the special 
circumstances afflicting the world have necessarily introduced into the 
economic life of the country and its fiscal organization. Its Govern- 
ment budget has been out of balance since 1931, to such an extent that 
during the single calendar year 1932 the deficit increased by more 
than C$1,158,000, a figure much too high for a total of C$3,300,000 
provided for the purely administrative services of the Government. 
The total income available for these services during that year, includ- 
ing a little more than C$508,500 in customs revenues which the creditors 
having a lien on the revenues permitted the Government to dispose of, 
and C$508,684 additional which although assigned to special purposes 
were applied under temporary legislation to the payment of the general 
budget, barely reached the sum of C$2,193,551.16. 

President Sacasa, from the beginning of his term and despite the 
natural resistance against this kind of effort, has been endeavoring to 
reduce all expenses for the purpose of balancing the budget. Little 
by little, as far as his constitutional powers have permitted him, he has 
progressively reduced the expenditures of various administrative 
services, suppressing posts which have not appeared to be strictly neces- 
sary and making a reduction of approximately 20 percent, in addi- 
tion to another 20 percent which had been applied in 1931, in salaries 

of Government employees. Continuing in this endeavor, he proposes 
to extend the reductions to all the other services. 

Of the fiscal income of 1932, C$1,248,757.93, that is to say almost 
two-thirds, were absorbed by the maintenance of the Guardia Nacional, 
which received a total of C$1,344,568.23. This institution continues 
to merit all the attention and support necessary for the maintenance 
of public order and tranquillity, and it is the Government’s plan to 
impose upon itself whatever sacrifices are necessary to insure the 
Guardia’s efficiency and prestige, but the inevitable reduction in the 
cost of this institution because of various circumstances has only been 
carried out to a very slight degree. Nevertheless, the fact that it was 
created by an agreement with the Government of the United States,’ 
although this agreement did not receive the sanction of the American 
Senate, impels the Government of Nicaragua as a matter of courtesy 
to inform the Department of State of the great need, in so far as the 
maintenance of order and public security in consonance with the eco- 
nomic possibilities of the country will permit it, to make a reduction 
in the personnel of the Guardia Nacional and in the salaries assigned 

* File translation revised by the editors. 
2 Signed December 22, 1927, Foreign Relations, 1927, vol. 111, p. 484.
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to its members, which were fixed as is well known without any appre- 
ciable reduction having been made since the year 1929, one of the most 
prosperous years, and perhays the year the income of the Government 
reached its highest point. 

For the fiscal year which began July 1, 1933, there can be no doubt 
that income will be even lower than the figure reached during the year 
which ended June 30 last. The Government will be unable to apply 
to the maintenance of this institution two-thirds of the total of its 
income with manifest injury and neglect of the other branches of the 
administration in which, as has been stated, the personnel employed, 
and their salaries, have been reduced to the point that circumstances 
in the country have permitted. 

The office of Collector General of Customs was also instituted in 
accordance with contracts which the Government of Nicaragua made 
with bankers of the United States following recommendations of the 
Department of State. This circumstance, although the obligations 
contracted by the Government with those bankers have terminated, 
induces the Government of Nicaragua to comply with the duty of 
informing the Department of State of the Government’s intention to 
proceed to a general revision of the expenses and remuneration, like- 
wise fixed at times of prosperity and when the State had more funds 
available, in order to reduce them all in the just proportion which 
corresponds to present circumstances, and which is related to the sums 
which the Government also necessarily must apply to the other services 
of the administration. 

WasuHineton, November 14, 1933. 

817.51/2507 

The Minister in Nicaragua (Lane) to the Secretary of State 

No. 358 Manacova, July 25, 1934. 
[Received August 2.] 

Sir: I have the honor to transmit herewith copies of the Spanish 
and English texts of the report of the Collector General of Customs 
of Nicaragua (Mr. Irving A. Lindberg) for the calendar year 1933.* 
When I received the English text last week, I called on Mr. Lind- 

berg and expressed my surprise that the report was addressed to the 
President of Nicaragua, the Minister of Hacienda of Nicaragua and 
the Secretary of State of the United States. I pointed out that while 
the procedure followed was undoubtedly merely a continuation of the 
practice during the intervention, I considered it most unwise to give 
to the public a false impression of the present attitude of the Govern- 
ment of the United States, which wishes in every way not only to re- 

* Not printed.
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spect the sovereignty of Nicaragua, but to give tangible evidence there- 
of. I referred specifically to current charges that we are exercising 
an economic and financial control over Nicaragua and said that if it 
were known that he addressed his reports to the Secretary of State, 
it would of course be assumed that he received his instructions from 
the Department. 

Mr. Lindberg made the point that he had been appointed on the 
nomination of the then Secretary of State; that he had always sub- 
mitted his reports to the Secretary as a matter of courtesy; but that he 
would be happy to comply with my wishes. Accordingly he promised 
me that the Spanish, which he said was the official, text of his report 
for 1933 would not be addressed to the Secretary of State. As the 
English text had already been printed and issued, it was not possible 
to make the desired change therein. 

I likewise raised the question of the propriety of Mr. Lindberg con- 
tinuing what has been the regular practice of reporting monthly to 
the Secretary of State on funds handled by the Collector General of 
Customs (see despatches of February 20, May 24, June 8, June 26, 
and July 17, 19844). Mr. Lindberg replied to the effect that in view 
of there being American bondholders interested in the revenues of the 
Nicaraguan Government, he considered it logical to furnish a copy of 
the report to the Secretary of State. There would seem to be, how- 
ever, no good reason for reports to be sent to the Secretary of State of 
the United States, unless they are also sent to corresponding officials 
in the other countries of which the bondholders are nationals. I so 
expressed myself to Mr. Lindberg. 

Mr. Lindberg said that, unless the Department should request copies 
of the regular reports, he will refrain from submitting them in future. 
While it may be true that the reports which have been customarily sub- 
mitted by Mr. Lindberg’s office in the past contain information of 
value to the Department, I consider that the principle involved, to 
which I have made reference, is important enough to outweigh the 
disadvantage of not having such prompt information regarding the 
revenues of the Nicaraguan Government. 

Because of the general attitude prevailing towards foreigners now 
in the employ of the Government of Nicaragua, as outlined in my con- 
fidential despatch No. 325 of July 18, 1934,° I consider that the Lega- 
tion must exercise great care in order that its relations with such 
officials be not misinterpreted. 

I should be grateful if the Department would indicate whether my 
action meets with the Department’s approval. 

Respectfully yours, ArtTHour Buss Lane 

* None printed. 
* Not printed.
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817.51/2469 

The Secretary of State to the Chargé in Nicaragua (Dawson) 

No. 134 WASHINGTON, September 27, 1934. 

Smr: On November 14, 1933, the then Minister of Finance of Nica- 
ragua, Doctor Salvador Guerrero Montalvan, while in the United 
States, addressed two memoranda to the Department, designated A 
and B, the first expressing the ideas of the Government of Nicaragua 
with regard to the possible conclusion of agreements intended to 
stimulate commerce between Nicaragua and the United States, and 
the second expressing the proposal of the Government of Nicaragua 
to reduce the expenditures of certain Nicaraguan institutions, includ- 
ing the Guardia Nacional, and the Customs Collectorship. 

The Department acknowledged the receipt of these memoranda on 
November 25, 1933, and thereafter made an exhaustive study of the 
various loan contracts, financial plans, et cetera, of Nicaragua, under 
which the United States in the past had occupied a special relation- 
ship toward that country. As a result of this study it was deter- 
mined that whatever special relationship had existed between the two 
countries in the past, by reason of these contracts or financial plans, 
no longer exists. The Department has, therefore, addressed the fol- 
lowing note to the Chargé d’Affaires of Nicaragua, dated today: 

“Sir: Reference is made to this Department’s note of November 25, 
1933,° acknowledging the receipt of two memoranda of the Minister 
of Finance of Nicaragua, dated November 14, 1933. 

“With reference to Memorandum A,° public notice of this Govern- 
ment’s intention to negotiate a foreign trade agreement with Nica- 
ragua was made on September 7, 1934.7 

‘Due note has been taken of the information contained in Memo- 
randum B, with reference to the fiscal situation in Nicaragua. It is 
presumed that this information was furnished merely as an act of 
courtesy, since the matters discussed are obviously not within the 
jurisdiction of this Government. 

“Accept, Sir, the renewed assurances of my high consideration.” 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

817.51/2507 

The Secretary of State to the Chargé in Nicaragua (Daawson) 

No. 1385 WASHINGTON, September 27, 1934. 

Sir: Referring to your despatch No. 358, dated July 25, 1934, en- 
closing the Spanish and English texts of the report of the Collector 

* Not printed. 
*See Department of State, Press Releases, September 8, 1934, pp. 176-179. 
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General of Customs of Nicaragua, for the calendar year 1933, you are 
informed that the matters covered therein have been the subject of 
an extensive examination in the Department, and the conclusion has 
been reached that since the so-called Knox—Castrillo Convention ® 
failed of ratification there is no basis in law under which Mr. Lind- 
berg could be required to furnish to the Secretary of State either the 
annual report or the monthly reports on funds handled by the Col- 
lector General of Customs. This conclusion seems inevitable since 
this Government is not a party to any of the agreements or contracts 
under which these reports were made, and there is, of course, no 
question of intervention at this time by reason of which the filing of 
these reports with the Secretary of State could be required. 

In view of the foregoing, I concur in your recommendation that as 
a matter of policy it would be unwise to forward the reports in ques- 
tion to the Secretary of State as this might give a false impression 
concerning the attitude of the United States with respect to the Gov- 
ernment of Nicaragua. You are authorized to inform Mr. Lindberg 
of the substance of this instruction. 

Very truly yours, For the Secretary of State: 
SumNeER WELLES 

® Signed June 6, 1911, Foreign Relations, 1912, p. 1074.



PANAMA 

NEGOTIATIONS BETWEEN THE UNITED STATES AND PANAMA FOR 

THE REVISION OF THE TREATY OF NOVEMBER 18, 1903, AND THE 
ADOPTION OF A RADIO CONVENTION * 

711.19/186 

The Secretary of State? to the Acting Secretary of State | 

Montevipeo, December 16, 1933. 

My Dear Pures: The enclosed memorandum was handed to me 
here by the Secretary of Foreign Affairs of Panama, who is a delegate 
to the Conference. I stated to him that I thought that our Govern- 
ment had under consideration, with the view to working out as favor- 
ably as the facts would at all permit, most of the proposals contained 
in his memorandum; that this action followed the visit of President 
Arias. 

I stated to him, however, that I would send the enclosure back to 
the Department with a request that careful and sympathetic con- 

sideration be given to each of the topics listed. I assumed that the 
work of carrying out the understanding with President Arias is going 
steadily forward. 
My best regards. CorpetL Hui 

: [Enclosure ] 

The Panamanian Minister for Foreign Affairs (Arosemena) to the 
Secretary of State 

MeEMoRANDUM 

As a result of President Arias’ visit to President Roosevelt in the 
month of October 19383, certain pending questions between the United 
States and the Republic of Panama were mutually and satisfactorily 
settled. Other questions which were brought up were left open with 
the idea of settling them at the earliest opportunity. The spirit in 

*For previous correspondence, see section entitled “Adoption of Remedial 
Measures for the Canal Zone in Consultation With President Arias of Panama 
During His Visit to the United States,” Foreign Relations, 1933, vol. v, pp. 852 ff. 

* The Secretary was in Montevideo as Chairman of the American delegation to 
the Seventh International Conference of American States, held at Montevideo, 
December 3-26, 1933. 
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which the different matters have been approached can best be ren- 

dered by referring to one of the general declarations, which recog- 
nized that the Republic of Panama as a sovereign nation had the right 

to benefit from the commercial advantages derived from its geo- 

graphical situation to the extent that it does not interfere with the 

maintenance, functioning, sanitation and protection of the Canal by 
the United States, who desire ardently the prosperity of the Republic 
of Panama. 

The pending questions and the aspirations of Panama are as 

follows: 
Radio Communications—The Navy Department of the United 

States has monopolized ship to shore communications so that no 
ship can enter into radio communication with the existing wireless 
stations in Panamanian territory. 

The position of the Republic of Panama in the matter of wireless 

communications is therefore extremely awkward. The Republic is 
a signer of the Wireless Communications Agreement,’ of which the 

United States is also a signer and takes the position that it has the 
right to enter into communication by radio with all countries and 
all ships without any other limitation than that of not interfering 

with the maintenance, functioning, sanitation and protection of the 
Canal. 

It would be illogical to expect a country to be deprived of the 
benefits of a modern invention by the mere fact that there is a Canal 
within its boundaries. 

Highway Between Panama and Col6n—The Republic of Panama 
is extremely interested in there being highway communications be- 
tween its two largest cities. With regard to this subject President 
Roosevelt told President Arias: “The United States will make every 
effort to expedite its reply to Panama on this question and to find a 
way to comply with Panama’s desire.” 

It is hoped that the United States will find a satisfactory solution 
toward this end. 

Panama Railroad Co.—Business Exploitation —This company con- 

ducts certain lines of business in Panama having nothing to do with 
the maintenance, functioning, sanitation and protection of the Canal, 
such as the leasing of land, the running of a hotel etc., without paying 

a single cent of taxes to Panama in exchange for the services it re- 
ceives as if it were a taxpayer. Public opinion in Panama cannot 

understand that for instance an itinerant fruit vendor must pay taxes 
to Panama for the protection of his business, while the Panama Rail- 
road Co. which does business on a scale which offers no comparison 

with the above mentioned case is exempt from all taxation. 

* Radiotelegraph Convention signed at Washington, November 25, 1927, Foreign 
Relations, 1927, vol. 1, p. 288.
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On this point President Roosevelt indicated to President Arias his 
conformity with regard to the payment of taxes by the Railroad Com- 
pany, particularly in the case of real estate which it owns and exploits 

in Panama. 
Lands of the Panama Railroad Company in Colén—These lands 

which the Railroad Company uses for purposes other than those hav- 

ing to do with the maintenance, functioning, sanitation and protection 
of the Canal should have been returned to the Republic of Panama in 
accordance with article 8 of the Canal Treaty,* when the ratifications 
of this instrument were exchanged. Some are of the opinion that such 
lands should remain in the possession of the Railroad Company until 

the expiration of its contract, Panama thinks otherwise and the fact 
remains that a considerable portion of such lands did not exist in 1904 
and accordingly could not have been in the possession of the Railroad 

Company on such date. 
On this point which is of vital importance to Panama it would be 

highly desirable that a just and equitable decision be reached as soon 

as possible. 
Sales to Ships Transiting the Canal.—The sale of tourist articles 

by the Commissaries to ships has been prohibited. Articles which may 
be bought by ships from the Commissaries have been limited to fuel, 
foodstuffs etc. “Sale of other articles to ships will be prohibited, or 
a reasonable surtax, such as say, 25%, will be placed on such sales.” 

What precedes is extracted from President Roosevelt’s memorandum 

to President Arias.® 
It would be desirable that sales to ships transiting the Canal be 

limited to the fuel necessary to the continuation of the trip, but in 
case sales of other articles be permitted (this does not include tourist 
articles the sale of which is prohibited) such sales should take place 
in accordance with adequate regulations permitting the free compe- 
tition of the trade of Panama and Coldén, which would be in keeping 

with the spirit of the general declaration heading this memorandum. 

Sales at Prices Below Normal.—The Commissaries and some agen- 

cies of the United States Army and Navy sell certain articles such as 

beer and cigarettes at prices below normal, which eliminates all compe- 

tition and promotes smuggling of such articles, particularly cigarettes, 

into the Republic of Panama. 

President Roosevelt offered President Arias to have the case “sym- 

pathetically studied in an effort to meet Panama’s views.” 

It seems reasonable to expect that such articles should pay the excise 

taxes which they would ordinarily have to pay if sold in the United 

States. 

4 Sioned at Washington, November 18, 1903, Foreign Relations, 1904, p. 543. 
5 See memorandum of points agreed to by President Roosevelt and President 

Arias, tbid., 1933, vol. v, p. 866.
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Panamanian Products——The Appropriation Act for the fiscal year 
ending June 30, 1934 ® seems to have been interpreted in such a way 
as not to permit the purchase by the Canal and Army and Navy De- 
partments of Panamanian products such as certain construction ma- 
terials, which are abundant in the Isthmus, meat and other foodstuffs 
etc. If this interpretation should prevail the production of such ar- 
ticles will not fail to diminish appreciably. 

As the result of President Arias’ visit to Washington this matter has 
been taken into consideration in an effort to determine whether enough 
latitude does not exist under the Act in question to permit of direct 
purchases by the United States, through administrative orders, of the 
products in question. 

Luaury Articles in the Commissaries—The American Government 
has already decided that such articles should not be sold to ships 
transiting the Canal, but the question of the sale of such articles to the 
employees of the Canal remains an open one. Presumably this matter 
will be resolved in accordance with the indications advanced by Presi- 
dent Roosevelt and Under Secretary Caffery, namely, that the com- 
missaries do not keep permanently in stock such articles but limit 
themselves to buying them after receiving special orders from the 
employees of the Canal. 

Limitation of Commissary Sales to Employees.—President Roose- 
velt declared that it was not possible for the time being to establish 
equitable limitations owing to the complexity of the wage scale in the 
Canal but that he would give the necessary instructions so that the 
matter be studied and some ruling be given on this point. 

It seems natural that in no case should the sales to an employee 
exceed the salary of the same. 

819.74/279 

The Panamanian Minister for Foreign Affairs (Arosemena) to the 
Secretary of State 

PanaMA, March 16, 1934. 
[ Received March 21.] 

Dear Mr. Secretary: Taking advantage on the privilege you per- 
sonally accorded me at Montevideo during the sessions of the Seventh 
Pan-American Conference there, I am writing this letter to bid you, 
in the first place, my most cordial greetings, and at the same time 
taking myself the liberty to recall you to considering the points re- 
spectfully submitted in memorandum I had the honor of tendering to 
you at that city.7 Many are the questions pending as cited in said 

° 47 Stat. 1371. 
* Supra.
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memorandum and awaiting for solution; among them, however, a few 
stand that, by their very nature and scope on the good and friendly 
relations between our two countries, seem to deserve an immediate and 
attentive consideration. These are, by instance, that of radio com- 
munication, the Panama Rail Road Company commercial activities 
and the building of a trans-Isthmian highway. 

In connection to the first point, i. e., radio communication, Panama 
is—as I personally pointed to you—in a quite embarrassing and dis- 
graceful situation. It is the matter of a modern system which every 
country in the world is freely enjoying, while we, Panamanians, are 
not using it for our own convenience due to the interference against 
such use as exerted by the Navy Department of the United States, 
which action seems not justified at all. As you may readily under- 
stand it, the circumstance of the Panama Canal being located on our 
own territory appears not to justify the fact that our entire population | 
is being deprived of the benefits of an invention used at their own 
discretion by every nation the world over. Panama, wholly acquainted 
with the circumstances and ensuing responsibilities, is ready to co- 
operate with the United States of America in the protection and de- 
fense of the Panama Canal; but it should appear unjust to carry out 
such a desire of co-operation to the extreme point of depriving our- 
selves of wireless communication with the world, a part of which we 
are. It is well possible, I think, for our two governments—yours and 
mine—to arrive to a mutual understanding and agreement on this point 
on the terms of the Washington Wireless Convention as signed by both 
the Republic of Panama and the United States. 

Another point at issue and pending solution is that of the commer- 
cial activities carried on by the Panama Rail Road Company. This 
concern, the entire stock of which belongs to the United States Govern. 
ment, exerts itself varied commercial activities in our country, and 
some of such activities bear no apparent connection with passengers 
and cargo transportation through the Isthmus of Panama, this having 
been the aim in constituting the Company as an auxiliary to the Pan- 
ama Canal and this being its true character as of lately. Most of such 
commercial activities exerted on territories under Panamanian juris-_ 
diction, are under shelter and protection by Panamanian laws and 
authorities, and the Panama Government gets no payment or compen- | 
sation for services, as the only reward it was getting in exchange 
for its very liberal concessions was annulled since the Canal Treaty 
started tobein force. Itis apparent, then, that the Panama Rail Road 
Company, a concern worth millions of dollars and doing varied profit- 
able business under protection and shelter dispensed by Panama laws 
and authorities, pays nothing for such protection, not even the com- 
pulsory compensation paid by every Panamanian citizen, from the
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richest to the most humble classes. It appears markedly unjust that, 
by instance, while a poor man peddling fruits in the streets of Panama 
and Colén is forced to pay a tax in compensation for the protection 
he enjoys from Panamanian laws and administration, the Panama 
Rail Road Company is getting free and gratis the same protection for 
its bulky and valuable business. It is, at least, not easy at all to make 
this difference understood by the Panamanian people. 

As for the third point, that one concerning the trans-Isthmian high- 
way, we have it as a growing necessity for the development of our 
cities, and undelayable in order that the inhabitants of the city of 
Colén may enjoy the use of modern roads built on the Pacific side by 
the Panama Government at a high cost partly paid with funds raised 
through taxing the Colonites. It seems to be unjust that the inhabi- 
tants of the Republic’s Atlantic section, having contributed to the con- 
struction of such roads, may not be able to use them for their own bene- 
fit because of a privilege granted more than fifty years ago by the Co- 
lombian Government to the Panama Rail Road Company. It is most 
probable that the taking into consideration the growing necessity of 

- communications that modern ages ask for, was the reason why in the 
Canal Treaty draft (section V) the monopoly granted by it to the 
United States for inter-oceanic communication was limited to “any 
system of communication by the Canal or the rail-road” and nothing 
was said anent highways. The trans-Isthmian highway will, besides 
open a large field of activity for many a workingman now idle for lack 
of employment. The United States have already expressed, in prin- 
ciple, their approval of the Panama planning to build the inter- 
oceanic highway, and only their formal consent is now needed to get 
the work started. 

Allow me then, Mr. Secretary, to point out the convenience of giving 
preference, if possible, when taking into consideration the matters 
included in my Montevideo memorandum, to the points I am treating 
in this letter, in the certitude that such an action will greatly enhance 
a better understanding between the United States and Panama. 

I am taking advantage of this opportunity to sincerely congratu- 
late you for your important statements during the National Press Club 
luncheon ® about the Montevideo Conference, and to again convey to 
you the expressions of my highest regard and esteem. 

Very truly yours, J. D. AROSEMENA 

® Department of State Conference Series No. 18: Some of the Results of the 
Montevideo Conference, Address by the Honorable Cordell Hull, Secretary of 
State, Before the National Press Club, Washington, February 10, 1984 (Washing- 
ton, Government Printing Office, 1934).



a aS sSNA SS SS 

PANAMA - 587 

819.74/283 

The Panamanian Minister (Alfaro) to the Secretary of State 

[Translation ] 

MEMORANDUM 

Wasuineton, April 18, 1934. 

The Minister of Panama presents his compliments to His Excel- 
lency the Secretary of State of the United States and in accordance 
with special instructions which he has received from his Government 
has the honor to make the following statement : 

1. In November 1927, Panama and the United States signed and 
later ratified the Washington International Radiotelegraph Conven- 
tion. This pact governs the relations of the two countries in this 
matter and establishes that they can enter into special agreements in 
conformity with their mutual interests. Panama has repeatedly man- 
ifested its disposition to give the United States all the reasonable 
cooperation which may be required for the operation and protection 
of the Canal, but on condition that its rights as a sovereign and in- 
dependent nation be respected. Notwithstanding this situation, the 
United States without Panama’s knowledge and consent has per- 
formed acts whereby it purposes to assume control over wireless com- 
munications in the territory of the Republic, thus disregarding its 
sovereignty, which has given rise to a formal protest on its part to the 
Department of State. 

2. The Navy Department has been exercising in fact, in pursuance 
of this attitude of the United States Government, a certain control 
over radiotelegraph communications in the Republic, particularly so 
far as concerns the reception and transmission of messages for ships 
on the high seas. The aforesaid Navy Department requires that no 
station installed in the Republic shall receive or transmit messages 
from or to ships, so that, as a consequence, the radiotelegraph stations 
of the United States Navy situated in the Canal Zone have virtually 
a monopoly of such communications. 

8. It should be observed in this connection that the United States 
Government has never tried to establish such control over the radio- 
telegraph stations established in the United States in the vicinity of 
its fortified ports. The stations which are situated in New York, 
Norfolk, San Diego, San Francisco, etc., may transmit and receive 
freely, in peace time, messages for ships, in spite of the fact that they 
are in the vicinity of fortified places. 

4, Attention should be called also to the fact that even if the meas- 
ures suggested by the Navy Department were put into force, they
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would not have a practical result, since the stations established in the 

Republic of Panama could transmit and receive messages to and from 

the ships through other stations situated, for example in Costa Rica, 
at a distance of some one hundred and fifty miles from the Canal. 

5. At the request of the State Department the President of Panama 
in October 1933, in the White House, explained the said facts and 

circumstances to Captain Hooper, an expert in radio matters in the 

service of the Navy Department. The conference was held in the 

presence of Mr. Edwin C. Wilson, Chief of the Latin American Divi- 
sion of the Department of State. After Mr. Hooper’s arguments were 
overcome by the explanations given above, the latter adduced as a 

fundamental reason for recommending to the Navy Department that 
it should assume the aforementioned attitude, that it was indispensable 
in his judgment for the officers of the United States Navy to have the 
opportunity to train themselves properly in everything relating to 
the transmission, receiving and delivery of commercial messages. But 
he could find no reply when he was reminded that it was easier and 
more appropriate to obtain such training for the naval officers in the 
ports of New York, San Diego, etc., which are under the sovereignty 
of the United States, and nevertheless, the same procedure is not fol- 
lowed in the said ports as it is desired to follow with the Republic of 

Panama. 
6. The Department of State in a memorandum * prepared during 

the visit of the President of Panama with the President of the United 
States in October of last year, made the following suggestion :® 

“It is suggested that consideration be given to the creation by 
Panama of a Radio Board on the lines of the present Aviation Board. 
This Board would have, say, six members, of whom three would at 
all times be designated by the United States Government, for appoint- 
ment by the President of Panama. This Board would issue regula- 

| tions for the licensing, inspection, etc., of radio stations in the Republic 
of Panama. Appropriate measures would be agreed to for the limi- 
tation of licenses to Panaman and American companies, and for appro- 
priate safeguarding provisions to prevent endangering the operation 
or defense of the Canal Zone. The United States, under such condi- 
tions, would agree that no special restrictions be placed on ‘ship to 
shore’ service with the exception of that relative to transiting the 
Canal.” 

%. The Government of Panama considers that the adoption of the 
plan suggested is not acceptable, among other reasons, because it could 
be interpreted in the sense that the United States does not have full 
confidence in Panama’s loyalty or that the latter country has not been 

Foreign Relations, 1933, vol. v, p. 866. 
°*The original English of the Department of State memorandum is substituted 

here for that appearing in the file translation.
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sufficiently aware of the responsibility which it has in everything relat- 
ing to the operation and protection of the Panama Canal. 

8. In the conference with the representatives of the press, held by 
the President of the United States on October 11, 1983, he declared, in 
the presence of the President of Panama, that the aspirations of 
Panama to establish radiotelegraph stations were perfectly reasonable. 
He indicated further than [¢hat?] an arrangement would be reached 
in the matter which would be satisfactory to Panama. 

9. The Government of Panama maintains that it is not necessary 
to adopt the plan transcribed above in order to attain the objects which 
the United States Government has in view, and in order that they may 
be fully attained the Government of Panama can take measures to 
enjoy benefits of radiotelegraph communications and at the same time 
prevent the efficient operation and adequate defense of the Canal from 
being affected in any way, without placing the Republic of Panama in 
a position of inferiority. 

10. The objects which the United States Government doubtless seeks 
are two: 

a) That in peace time there may be the most rapid and efficient radio- 
telegraph communication in everything respecting the transit of ships 
through the Canal, and 

6) That in case of war or threat of hostilities, the operation or the 
defense of the Canal or the operation of the fleet or other armed forces 
of the United States shall not be endangered by reason of radiotele- 
graph communications in the Republic of Panama. 

11. As the Government of Panama is desirous of cooperating with 
the United States for the objects indicated, it suggests the possibility 
of an agreement on the following basis: 

1. That no transmitting or receiving set can be installed without 
previous permission of the Government of Panama; 

2. That the Government of Panama reserves the right to inspect all 
recelving or transmitting sets whenever it deems fit and without 
previous notice; 

38. That the Government of Panama reserves the right to censor, 
supervise, suspend and cancel the operation of such sets; 

4, That on the licenses or permits which the Government of Panama 
may grant it shall be stated that such license or permit does not include 
the right to receive, transmit or deliver messages from ships to shore 
concerning transit through the Canal; and 

5. That the Panamanian Government will dictate all the necessary 
measures in order to cooperate with the United States Government to 
prevent interferences of any kind in connection with radiotelegraph 
communications, especially insofar as such interferences may in any 
way affect the operation or defense of the Canal; | 

6. That in case of war or threat of hostilities, everything relating to 
radiotelegraph communications shall be done or supervised jointly 
by the Government of Panama and the United States with the object
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of assuring that the functioning thereof shall in no way be prejudicial 
to the safety of the Canal or to the operations of the fleet or other 
armed forces of the United States. 

The Government of Panama makes this suggestion with the object 
of arriving at a reasonable and friendly agreement, but, meanwhile, 
it reserves its right to act at any time in exercise of its sovereign rights 
and in accordance with the International Radiotelegraph Convention. _ 

711.1928/2332 : Telegram 

The Minister in Panama (Gonzalez) to the Secretary of State 

Panama, April 24, 1934—9 a. m. 
[Received 3:20 p. m.] 

71. President Arias informally told Burdett” on April 22 that he 
had instructed Alfaro to suggest to the Department that the minor 
differences be settled by administrative action prior to discussion of 
groundwork for proposed new treaty and in order to establish favor- 
able sentiment toward United States in Panama. Otherwise local 
popular reaction against any treaty might render ratification impos- 
sible. He grouped as minor differences the question of luxury ar- 
ticles in the commissary, continuance of prohibition in Canal Zone, 
removal of zone restrictions against entry of deported Panamanians, 
cheap prices on cigarettes in zone, trans-Isthmian highway, payment 
of annuity in gold," and repatriation of West Indians. 

The Legation strongly believes that no major concessions should 
be made without compensatory concessions. 

President stated he feared possibility of Panamanian default of 
next service charges on 1923 loan. 

Detailed report on above follows by airmail. 
GONZALEZ 

711.19/200a : Telegram 

The Secretary of State to President Roosevelt 

WASHINGTON, July 23, 1934—3 p. m. | 

We will greatly appreciate learning of any decisions you may have 
reached after your talks with President Arias regarding the right of 
the Government of Panama to engage in ship to shore radio service and 
giving Panama instead of our own commissaries the opportunity 
within certain limits of furnishing food supplies to ships transiting 

*® William C. Burdett, First Secretary of Legation. 
* See pp. 612 ff. 
“ President Roosevelt was aboard the U. S. S. Houston on a Caribbean cruise, 

during which an interview occurred between him and President Arias of Panama.
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the Canal. We have held up negotiations with Panama pending 

receipt of word from you of your decisions on these two points and 
any protracted delay in resuming conversations with Panama may give 

rise to misunderstanding. 
Best regards, Huy 

711.19/201 : Telegram 

President Roosevelt to the Secretary of State 

U.S. S. “Houston,” [undated]. 
[Received July 28, 1984—10:25 p. m.] 

Your July 23, 3 p.m. No decision reached with President Arias. 
I made suggestion that no private radio company engage in ship to 
shore service but that we would gladly give further study with Panama 
to possibility of the Panaman Government setting up their own ship 
to shore service with some United States Navy personnel in constant 
contact with such service and continuous access to all messages. 

As to commissaries there should be no elimination of our service to 
ships but it should be limited to ship’s stores and not include luxuries. 
The Canal Zone Governor is, I gather, ready to give equal opportunity 
to a representative of Panama merchants to board all ships at the 
same time as his man does so, and to sell their wares in competition 
with Canal Zone commissary. | 

I suggest you resume conversations and hold final decision till my 

return. 
RoosEvELT 

711.1928 /2703 | | 

The Panamanian Minister (Alfaro) to the Assistant Secretary of State 
| (Welles) 

[Translation ] 

WASHINGTON, September 22, 1934. 

Dear Mr. WELLES: With the purpose of advancing the preliminary 
conversations that we have been holding recently concerning the ques- 
tions still pending between Panama and the United States, I have the 
pleasure of sending you herewith the following documents:* 

A draft convention on radio communications, which my Govern- 
ment proposes after having considered the draft that you submitted to 
me on the 25th of August, last. 

A draft of an article that my Government proposes on several of 
the points concerning the relations created by the construction of the 
canal. 

* None printed. . oe
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It would give me much pleasure to exchange ideas with you on these 
two drafts and amplify them with the verbal explanations necessary, 
as soon as you advise me of your desire to have with me another inter- 
view for this purpose. 

With the renewed assurances [etc. | R. J. ALFaro 

711.1928/271a 

‘The Secretary of State to the Secretary of War (Dern) 

. WasuHineton, October 4, 1934. 

My Dear Mr. Szcretary: This Department has discussed with the 
President certain questions comprised in the present negotiations with 

Panama and he has informed me as follows: 

That he is unwilling to request such further extension of United 
States political jurisdiction over Panamanian territory as would be 
involved in extension of such jurisdiction over New Cristobal. He 
therefore desires that this question be dropped. He said, however, that 
if it is seriously considered that the American residents of New Cris- 
tobal suffer from inadequate police and fire protection, some agree- 
ment may be negotiated with Panama whereby additional police and 
fire protection in New Cristobal might be furnished by American 
personnel from the Canal Zone; 

That he desires that the United States Government and the Panama 
Railroad Company dispose by sale at a reasonable price of all lands 
owned by them in Colén and Panama not required by the activities of 
the Canal and the Railroad Company; and that this policy be made 
known as a portion of the pertinent agreements which it is proposed 
to negotiate with Panama. 

Sincerely yours, Corpett Hui 

711.1928/281 OO 

The Panamanian Minister (Alfaro) to the Secretary of State 

[Translation ] 

WASHINGTON, October 24, 1934. 

Mr. Secretary: I have the honor to inform Your Excellency that 
by Decree No. 26 of the 15th instant the President of the Republic of 
Panama saw fit to appoint a Commission, to which has been entrusted 
the mission of furthering the negotiations with the United States 
leading to the conclusion of the treaties or conventions permanently 
regulating the relations created between the two countries by the con- 

struction of the Canal. 
The Commission has been made up of Messrs. Doctor Carlos L. 

Lopez, former Secretary of Gobierno and Justice and Second Desig-
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nate to exercise the Executive Power, Doctor Narciso Garay, present 
Secretary of Public Instruction and former Secretary of Foreign 
Relations, and the undersigned, who will preside over it. Mr. Ernesto 
de la Guardia, who was also appointed a member of the Commission, 
did not accept the position. Mr. Eugenio J. Chevalier was appointed 
Secretary of the Commission. 

Doctors Lépez and Garay are coming with the rank of Envoys 
Extraordinary and Ministers Plenipotentiary, and Mr. Chevalier has 
been given the classification of Secretary of Legation of Class One. 

In due time I shall have the honor to inform Your Excellency of the 
arrival of Messrs. Garay and Lopez. 

I take this opportunity [etc. | R. J. ALFARO 

711.1928/285a 

The Secretary of State to the Minister in Panama (Gonzalez) 

No. 179 WasuHineton, October 25, 1934. 

Sir: There is transmitted herewith for the strictly confidential 
information of the Legation a copy in translation of a draft con- 
vention * concerning radio communications, as well as a copy in 
translation of a draft convention * in modification of the Treaty of 
November 18, 1903, between Panama and the United States, re- 
cently submitted to the Department by the Panamanian Minister in 
Washington in connection with the negotiations between the two 
Governments. 

Very truly yours, For the Secretary of State: 
R. Warton Moore 

711.1928/285b 

The Department of State to the Panamanian Legation 

MrmorannuM 

In his message to the Panamanian Assembly on September 1, 1934, 
President Arias included the following statement in reference to his 
conversations in Washington with President Roosevelt in October, 
1938: 

oy That the construction of the Panama Canal has been termi- 
nated : | 

2. That the provisions of the treaty concluded in 1903 contemplate 
the use, occupation, and control of the Canal Zone by the United 
States for the purpose of maintaining, operating and protecting the 

“Not printed.
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Canal. This means that its was tacitly established that those provi- 
sions no longer contemplate the use, occupation and control of the 
Canal Zone for the purposes of Canal construction.” 

Article II of the draft treaty recently proposed to the Department 

of State by Minister Alfaro states in part: 

“ .. the obligations on the part of the Republic of Panama to 
grant the use, occupation and control of other lands and waters for 
the purposes referred to in the said Article (Article II of the treaty 
of November 18, 1903) have been fully extinguished; and the two 
High Contracting Parties declare that as the Canal has already been 
constructed, the provisions of the aforesaid treaty of 1903 contem- 
plate the use, occupation and control by the United States of America 
of the Canal Zone and the additional lands and waters which have 
been granted it up to this time for the purposes of the maintenance, 
operation, sanitation and protection of the Canal.” 

By authorization of President Roosevelt it is desired to record in 
this memorandum that his understanding of the views exchanged be- 
tween President Arias and himself in October, 1933, in so far as they 
related to any question affecting the “construction” of the Panama 
Canal, and his understanding of the phraseology employed in the 
Joint Statement of the two Presidents of October 17, 1933, in rela- 
tion to this matter, is that such views and such phraseology referred 
to the Canal as having been “constructed” in the obvious sense that 
the principal stage of construction has been completed and that the 

Canal is now open to use. It has always been manifest, however, in 
President Roosevelt’s opinion, that in a project as vast as that of the 
Panama Canal, there will probably be required from time to time 
expansion of Canal facilities, including additional construction, in 

| order to insure adequate water supply and adequate facilities for ex- 
pected increase in traffic. Obviously, the exact extent of such future 
expansion cannot be foreseen at the present time. Conversely, if 
future developments should appear to render unnecessary the retention 
for Canal purposes of any land or water facilities then enjoyed by the 
United States, the United States would expect to relinquish such 
facilities to Panama. 

It is, of course, in the interest of Panama as well as in the interest 
of the United States that as potential traffic through the Canal in- 
creases, adequate facilities be provided so that such traffic may not be 
diverted elsewhere. 

It is because of the foregoing considerations, which it is believed 
will be readily understood by the Government of Panama, that the 
United States Government is unable to renounce any of the rights 
which it enjoys under Article II of the treaty of November 18, 1903. 

Wasurneron, October 30, 1934. 

** Department of State, Press Releases, October 21, 1933, p. 218,
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711.1928/287b 

The Assistant Secretary of State (Welles) to the Panamanian 

Minister (Alfaro) 

Wasuineron, October 31, 1934. 

My Dear Mr. Minister: I understand that when leaving the De- 
partment yesterday, you requested a repetition of some of the remarks 
I had made at the opening of our conversation yesterday. I am very 
glad to repeat these statements in this personal letter to you. 

I stated that I was glad to be able to say that this Government was 
now in a position to offer to the Government of Panama a basis for 
agreement on all of the questions which have given rise to misunder- 
standing during the past years which I believed would be agreeable 
to your Government; that this basis entailed an arrangement which 
would give to Panama all that to which in equity Panama was justly 
entitled and reserve to the United States all those rights believed in- 
dispensable in relation to the defense, maintenance, construction, 
operation, and sanitation, of the Panama Canal. I likewise added 
that I was sure you would understand that the draft I handed you *® 
was not transmitted as a bargaining proposal, but as a suggested agree- 
ment based, after much study and consideration, upon the foundation 
above described. Finally, I said that in the judgment of this Govern- 
ment, all of our proposals and all of the series of agreements suggested 
should be regarded as an entity to stand or fall together and not as 
separate and unrelated instruments some of which might be accepted 
and others rejected. 

I trust that this letter conveys the information you desired. If not, 
please let me know and I shall, of course, be happy to repeat any fur- 
ther remarks I may have made during the course of our most agree- 
able conference. 

With the assurances [etc. | SUMNER WELLES 

711.1928/288 

Press Release Issued by the Department of State, November 5, 1934 

In accordance with announcements made last spring, conversations 
have been taking place during the past summer between the Minister 

~ of Panama and Assistant Secretary of State Welles in exploration of 

the possibilities of negotiating agreements between the United States 
and Panama for the purpose of removing all those differences and 
causes of misunderstanding which have arisen in the relations between 

the two countries as a result of the construction and operation of the 
Panama Canal. 

* Not printed. : , . 

789736—52—42 a
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These conversations have progressed in the most satisfactory man- 
ner and the President of Panama has now appointed a commission to 
undertake the negotiation of such agreements with the United States. 
The commission is composed of Dr. Ricardo J. Alfaro, Minister of 
Panama in Washington, who will preside over the commission, Dr. 
Narciso Garay, Secretary of Public Instruction and former Secretary 
of Foreign Relations, and Dr. Carlos L. Lépez, former Secretary of 
Government and Justice and Second Designate to exercise the Execu- 
tive Power. 

The first session of the series of conferences which will take place 
was held today in the Department of State. 

711.1928/287 

The Panamanian Minister (Alfaro) to the Department of State 

[Translation] 

MEMORANDUM 

The Minister of Panama has the honor to acknowledge the receipt 
of the State Department’s memorandum of October 30, last, which 
treats of the proposal made by the Panamanian Government that in 
the new treaty which it is intended to conclude the statement be made 
that Panama has already fulfilled the obligation of granting the use, 
occupation and control of all the lands and waters outside of the 
Canal Zone which might be necessary for the construction of the 
Canal and that, consequently, the obligation which she assumed by 
the Treaty of 1903 of granting the use, occupation and control of the 
said additional lands and waters has been extinguished. 

In relation to this subject the Department of State transcribes 
the paragraphs marked 1 and 2 which are found at page 48 of the 
Message sent by the President of Panama to the National Assembly 
on the first of September, last, in which paragraphs, referring to the 
results of his interview with the President of the United States, Presi- 
‘dent Arias expresses the idea that, as a result of the interview, it was 
established that the provisions of the treaty concluded in 1903 “no 
longer contemplate the use, occupation and control of the Canal Zone 

for purposes of construction”. 
My Government believes that that view is most strictly in accord 

with the terms of paragraph one of the joint statement made by the 
Presidents of Panama and of the United States on the 17th of Octo- 

ber, 1933, which paragraph reads as follows: 

“Now that the Panama canal has been constructed, the provisions of 
the Treaty of 1903 between the United States and Panama contem-
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plates the use, occupation and control by the United States of the 
Canal Zone for the purpose of the maintenance, operation, sanitation 
and protection of the Canal.” 

As may be seen, the paragraph transcribed expresses the under- 
standing that the Canal having already been constructed, the provi- 
sions of the Canal treaty contemplate the use, occupation and control 
of the Zone “for the purpose of the maintenance, operation, sanita- 
tion and protection of the Canal”. As the term “construction” has 
not been used either in this paragraph nor in the following one, my 
Government has deduced from this clear language that it was evident 
and agreed upon that the provisions of the 1903 treaty do not and 
cannot contemplate the construction of a canal which has already been 
constructed. 

My Government believes, further, that the United States Govern- 
ment stated more than twelve years ago that the construction period 
of the Canal has already passed and that such period came to an end 
with the formal opening of the Canal. _ 

Indeed, when the abrogation of the Taft Agreement was effected,” 
that was the precise reason given to justify that step, namely, that the 
construction of the Canal had already come to an end. 

In a cablegram which the Secretary of War, Mr. Taft, addressed 
to the Secretary of State, Mr. Hay, reporting the arrangements con- 
cluded at Panama, Mr. Taft said: 

“The order (executive) is of course revokable at will and its opera- 
tions can be suspended by Panama by refusal to continue compliance 
with any of its conditions, but I believe from conference that, adopted, 
it will continue satisfactory basis of relations between parties until 
opening of canal.” (Cablegram of December 2, 1904). 

In the official communiqué given to the press on the 7th day of 
September, 1922, the Department of State, with reference to the Taft 
Agreement, expressed itself, as follows: 

“By this Agreement the United States waived temporarily, during 
the period of construction of the Canal, the exercise of certain rights 
granted under the Hay-Bunau-Varilla Treaty of 1903”. 

In a note addressed to the President of the United States on the 
first day of September, 1922,* the Acting Secretary of State, Mr. 
Phillips, said, with reference to the Taft Agreement: 

“After discussions with the officials of the Panaman Government a 
temporary agreement was formulated to ser¥é as a modus operandi 
during the period of the construction of the Canal”. 

See telegram No. 39, May 28, 1924, to the Minister in Panama. Foreign Re- 
lations, 1924, vol. 1, p. 522. 

*8 Tbid., 1922, vol. m1, p. 761.
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And he added further on: 

“The Taft Agreement was intended as a temporary arrangement 
to cover the period of construction of the Canal. As such it has served. 
its purpose, since the Canal has for some time been formally open to 
commerce,” 

Lastly, the Executive Order issued by President Coolidge on the 
28th of May, 1924,1* in declaring the Taft Agreement abrogated, states 
the following in its third “whereas”: 

“,.. the purpose of the agreement in question has passed with the 
formal opening of the canal, and the agreement no longer provides an 
adequate basis for the adjustment of questions arising out of the re- 
lations between the Canal Zone authorities and the Government of 
Panama, and should be replaced by a more permanent agreement”. 

The same Executive Order, in referring to the Taft Agreement in 
its second “whereas” calls it an “agreement reached between the Secre- 
tary of War and officials of the Panama Government to serve as a 
modus operandi during the construction of the canal”. 

The Department expresses the view that when it was said in the 
joint declaration that the Canal is already constructed the statement 
was made “in the obvious sense that the principal stage of construction 
has been completed and that the Canal is now open to use”, but it is 
considered, nevertheless, that “in a project as vast as that of the 
Panama Canal, there will probably be required from time to time 
expansion of Canal facilities, including additional construction, in 
order to insure adequate water supply and adequate facilities for 
expected increase in traffic. Obviously, the exact extent of such future 
expansion cannot be foreseen at the present time”. 

The memorandum states, for these considerations, that the Govern- 
ment of the United States is unable to renounce any of the rights 
granted to it by Article II of the Treaty of 1903. 
The Government of Panama deeply regrets that it cannot agree 

with this interpretation of Article II, just referred to, because of the 
foregoing considerations and the considerations set forth below which 
support its point of view on the matter. 

When the Treaty of November 18, 1903, was concluded, the ques- 
tion had not yet been settled as to what type of maritime channel—a 
sea-level canal or a lock canal—the United States would construct and 
of course the possibility was foreseen that a lock canal might be con- 
structed which would require the creation of artificial lakes, the area 
of which would necesStrily have to extend beyond the strip ten miles 
wide, the use, occupation and control of which were granted for the 
canal proper. Therefore, Article II of the treaty provided in the 
second sentence of its first paragraph, as follows: 

43 Stat. 1952. . .
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“The Republic of Panama further grants to the United States in 
perpetuity the use, occupation and control of any other lands and 
waters outside of the zone above described which may be necessary 
and convenient for the construction, maintenance, operation, sanita- 
tion and protection of the said Canal or of any auxiliary canals or 
other works necessary and convenient for the construction, mainte- 
nance, operation, sanitation and protection of the said enterprise.” 

By virtue of that provision the Government of the United States 
acquired, without any additional compensation for the Panamanian 
Government, during the construction period of the canal, the use, 
occupation and control of the following areas situated outside of the 
Canal Zone: 

1. The lands necessary for the creation of the Gatiin Lake up to the 
level of 87 feet above sea level; 

2. The lands necessary for the elevation of the said lake to the level 
of 100 feet above sea level ; 

8. The lands adjacent to the former pueblo of Chagres and known 
by the name of Fuerte San Lorenzo; 

4. The lands of Paitilla at the northern end of the Bay of Panama 
facing the capital of the Republic and adjacent to its perimeter with 
an area of fifty hectares; 

' 5. The Island of Largo Remo in Bay Las Minas to an extent of 
220 hectares; 

6. An area of 14.95 hectares on the Island of Taboga; 
7. The land necessary for the formation of Lake Alhajuela by 

means of the construction of the Madden Dan, in an area of 22 square ~ 
miles and up to the contour line of 263 feet above sea level. 

' Ifa glance is cast on the map of the Canal Zone it will be easily 
seen that all the waters that flow toward the Canal have already been 
made use of and continue to be made use of for feeding the locks 
and that the lakes of Gatiéin and MirSfores receive the waters from 
the various rivers, small rivers, arroyos and other streams forming 
the river systems of the Gattin, Siricito, Agua Sucia, Siri Grande, 
Trinidad, Tripones, Cafio Quebrado, Pescado, Paja, Bailamonos, Man- 
dinga, Cocoli, Cardenas and Caimitillo Rivers; of the Chagres River, 
with its principal tributaries, the Chilibre, the Chilibrillo, the Indio, 
the Pequefii, the Gatuncillo and in short all the other streams found 
on the various slopes that descend toward the Canal. The Chagres 
River not only feeds Gatin Lake but also the Lake of Alhajuela, 
formed by means of the Madden Dam, at a level higher than that of 
Gattin Lake. It seems evident, therefore, that there is no longer any 
system or utilizable stream of water for the Canal that has not already 
been utilized and which is not being utilized and neither is there any 
area of land that could be utilized for the formation of other artificial 
lakes, inasmuch as the three now in existence receive and store all 
the waters that flow over the slopes running toward the Canal basin.
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It must be taken into account, furthermore, that the supply of water 
for the locks has as a basis today a level in Gatan Lake of eighty- 
seven feet above sea level and that the Republic of Panama has granted 
to the United States the use, occupation and control of the lands neces- 
sary for the elevation of the waters of the said Gatiin Lake to the height 
of one hundred feet above sea level. This elevation, combined with 
the storage of water in the Lake of Alhajuela is sufficiently above the 
requirements of the Canal not merely with the two sets of locks now 
in existence but also with a third set of locks that may be constructed 
and put in use in the future for a traffic four or five times greater than 
that which at present exists. 
When the possible enlargement of the facilities of the Canal has 

been spoken of the reference has always been specifically to the con- 
struction of additional locks, which signifies constructions that must 
be made within the Canal Zone and not outside of it. “As the Canal 
throughout its length of fifty miles,”—General Harry Burgess, Gov- 
ernor of the Canal, has said—“has a channel sufficiently wide for ships 
to be able to pass each other, no limitation whatever so far as concerns 
the channel of the Canal need be considered. The limiting factor 
lies in the locks.” Accordingly, the only thing that can be needed 
outside the Canal Zone is the use and the supply of water which, as 
has been explained, has already been granted, accepted and utilized. 
By the land and water utilized for such object, the Canal traffic is 
rendered secure not only in its present capacity but in the capacity to 
which it may attain in all the period up to the year 2000. 

This is shown by the extremely conservative technical calculations 
made by the eminent engineer General Harry Burgess, Governor of 
the Panama Canal until the middle of 1932. From a study published 
by him in the magazine The Military Engineer, of September—October, 
1929, we take the following passages: 

“The combined supply from the two lakes (Gattin and Alhajuela) 
would be, in a dry season like that of 1920, 49,000,000,000 cubic feet. 
For an impounding of water at the height of 240 feet, the combined 
supply would amount to 53,000,000,000 cubic feet” . . . “Supposing 
Lake Alhajuela to have an elevation of 230 feet, the supply of water 
would be sufficient for fifty-six daily transits through the locks and if 
the elevation of the dam were 240 feet, the supply of water would be 
sufficient for sixty daily transits. It is apparent, therefore, that when 
the Alhajuela project is finished, the provision of water for the Canal 
will be sufficient to operate the three sets of locks to the limit of their 
practical capacity.” * 

* The above is a faithful translation from the Spanish, but without benefit of 
comparison with the original English text, which is not available at this 
moment.—Tr[anslator] FGH [Footnote in the file translation. ]
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The value of these figures may be estimated when the two following 
facts are considered: (1) That the Alhajuela reservoir has been given 
an ordinary elevation of 240 feet above mean sea level and a maximum 
elevation of 263 feet above the same level; (Report of the Governor 
of the Canal for 1931, page 30) and (2) that the average number of 
transits through the Gatin locks during the year 1928 was 16.7 daily. 
The average for the fiscal year ending June 30, 1933, was 12.0 for the 
same locks and in the preceding fiscal years it was 17.23 in 1929, 16.81 
for 1930, 15.26 in 1931 and 12.06 in 19382. 

“During the last five fiscal years’”—General Burgess continues to 
explain in his above cited study—“the average number of tons (Pan- 
ama Canal measurement) per transit is 5,000 . . . Twenty-seven daily 
transits at the rate of 5,000 tons per transit give an annual traffic of 
49,000,000 tons (Panama Canal measurement) and at 6,400 tons per 
transit, an annual traffic of 63,000,000 tons by the same measurement. 
It may be affirmed with assurance that the present capacity of the 
Canal is from 60 to 65 million tons [per year], as measured by the 
Panama Canal.” 

Attention is again called to the significance of these figures on the 
present capacity of the Canal, when it is taken into account that the 
highest annual traffic that the Canal has ever had since its opening was 
in the year 1929, when the number of tons transported reached the 
figure of 30,663,006. In the following years the annual traffic was 
80,030,232 tons in 1930; 25,082,800 in 1931; 19,807,998 in 1932 and 
18,177,728 in 1988. 

At the end of General Burgess’ work are found the following 
observations: | 

“A careful study made in 1927 by the then Governor of the Panama 
Canal (General Walker) of the statistics of Suez and Panama and 
the increase in world trade, led him to the conclusion that the probable 
increase in the traffic through the Panama Canal will be some 7,000,000 
tons (tonnage measurement of the Panama Canal) per decade. It 
seems a well-founded prediction to estimate the increase in traffic at 
not more than 10,000,000 tons per decade and to affirm that the third 
set of locks will be needed within possibly thirty or thirty-five 
years”... “It is risky to use the predicted increase of 10,000,000 
tons per year [decade?| for an indefinite time in the future but as the 
ultimate capacity of the Canal is [over] 112,000,000 tons per year, it 
appears entirely safe to say that the Canal can meet all the demands of 
commerce until the end of the present century.” 

The foregoing views, supported by the very high authority of their 
eminent author, permit the affirmation without fear of falling into 
error, that the construction of the Canal has already terminated, not 
only for the needs of the present moment but even for those that may
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exist in as distant a future as it is given to the present generation to 
foresee. This authority beyond suspicion has shown that there does 
not exist in a reasonable and foreseeable future any possibility of 
extension of the Canal facilities involving a necessity for new land 
and water outside the Zone. 
Panama considers, therefore, that there is no reason justifying the 

retention of an indeterminate, indefinite, unlimited and eternal clause, 

the retention of which affects its national prestige; which is a latent 
~ subject of alarm for all the citizens and inhabitants of the Republic 

who see following it the specter of sudden and unnecessary expropria- 
tions, and which therefore constitutes an obstacle to the free economic 
development of the country. 

My Government cannot believe that the additional lands clause had 
the scope or purpose of creating a kind of international eminent do- 
main of perpetual duration, but merely the purpose of granting in an 
indeterminate form a right, the extension of which could only be 
determined when the execution of the work which would permit us 
to know, as we now know, the factor unknown in 1903, of the lands | 
and waters necessary for the construction and operation of a lock 

Canal. Interpreted in that manner, the clause would come to form a 
kind of capitis diminutio of the national sovereignty, which would 
not permit the Republic of Panama to esteem itself the real sovereign . 
of its territory, the latter being subject to an unlimited and unre- 
stricted encumbrance which would affect its whole area, from one 
border to the other. : 

What in 1903 was possible of explanation, in 1934 can have no justi- 
fication. Panama’s sacrifices on behalf of the work on the Canal must 
have some limit. It could agree to the very burdensome and excep- 
tional concessions which were imposed in 1903 by the force of in- 
superable circumstances. But Panama cannot agree to the perpetua- 
tion of a clause that inflicts upon it moral and material damage, with- 
out giving the United States any real equivalent benefit, because it 
retains the right to require that which there is no longer any need to 

require. . 
In view of the foregoing considerations, the Government of Panama 

hopes that the enlightened Government of the United States will see 
fit to reconsider what was stated in the memorandum of October 30, 
last, in the sense that there may be included in the new treaty that 
is contemplated, a clause containing in substance the declaration and . 
agreement suggested in the draft article that the undersigned Minister 

had the honor to submit to the Department on September 22 last. 

Wasuineton, November 8, 1934.
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711.1928/297% 

The Panamanian Legation to the Department of State 

[Translation ] 

MEMORANDUM 

Under date of September 22 last, the Legation of Panama had the | 
honor to propose to the Department of State that in the treaty which 
the governments of Panama and the United States intend to conclude 
for the purpose of regulating the relations created by the construction 
of the interoceanic canal, a clause be inserted which would stipulate 
in substance the following: 

“The United States agrees that Panamanian citizens shall be eligible 
to positions on the Panama Canal or with the Panama Railway Com- 
pany, both in the class of the so-called ‘gold roll’ and in those of the 
so-called ‘silver roll’ on a footing of equality with American citizens, 
in regard to pay, promotions, vacations, retirement, protection against 
accidents in line of duty, and other facilities and guarantees granted 
to employees in their capacity as such; that preference shall be given 
to Panamanian citizens over foreigners in positions of the said classes 
and in cases of reduction in personnel.” 7 

With regard to the eligibility of Panamanian citizens to “gold 
roll” positions and “silver roll” positions on the Panama Canal and 
with the Railroad Company and with respect to the present status of 
Panamanian citizens who now hold those positions, the situation is 
that specified by the following paragraphs: 

1. Exicreiwiry or PANAMANIAN CrTIzENs TO Posrrions ON THE CANAL 
AND THE RAILROAD ~ 

There is at present no restriction on account of nationality in re- 
gard to eligibility to positions on the silver roll. Eligibility of 
Panamanians to positions on the gold roll is established by Executive 
Orders of December 23, 1908, February 2, 1914, February 20, 1920, 
and February [September] 14, 1927.% (See also Paragraph 4, 1 Per- 
sonnel Regulations. The Panama Canal). 

2. Pay 

There are at present no differences with respect to pay by reason 
of nationality (/b7d. 32.1 et seq.) 

| 3. PRoMOTIONS 

United States citizens shall have preference as to promotions, over 
Panamanians and foreigners even though the latter have been longer 
in the service. (Personnel Regulations, Par. 10.1). 

” Heecutive Orders Relating to The Panama Canal (March 8, 1904, to December 
31, 1921), Annotated 1921 (Mount Hope, Canal Zone, 1922), pp. 86, 158-161, 
266; and Supplement No. 14, p. 410.
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4, VACATIONS 

All American employees shall be entitled to vacations, whatever 
their pay and class may be, Panamanian and foreign employees shall 
be entitled thereto when they draw wages or salaries of more than $80 
a month ($960 a year) or of 40 cents (centavos) an hour. (Executive 
Order of February 20, 1920—Personnel Regulations, Par. 49 et seq.). 

5, RerrreMENT 

Only employees of the Canal (not of the Railway) who are Ameri- 
can citizens shall be entitled to retirement. (Federal Retirement Act 
of July 3, 1926, Personnel Regulations, Par. 61.1). The pension 
plan of the Railway Company, established on January 1, 1924, is 
also restricted to citizens of the United States holding permanent posi- 
tions paying $600.00 per annum or more. The pension fund of the 
Railroad shall be established by withholding from employees 2 per- 
cent of their pay (/bzd. Par. 62.1, 62.3). 

6. Protection Acartnst AccIwDENTs IN Lint or Dury 

There shall be no difference by reason of nationality in regard to 
protection against accidents in line of duty. All employees shall be 
protected by the provisions of the United States Employees’ Compen- 
sation Act of September 7, 1916.22 (Personnel Regulations, Par. 56.1 
et seq.) 

7. Generat Conpirions AS TO EMPLOYMENT 

There shall be no difference between employees by reason of nation- 
ality with regard to general employment conditions not included in 
the paragraphs enumerated above, such as lodging, commissary privi- 
leges, medical and hospital treatment, passes, special rates, etc. An 
exception is made in the transportation to the United States, of Ameri- 
can citizens who have completed three years’ service, which shall be 
paid by the Canal up to the amount of $40.00 (Article 15, Executive 

rder of February 2, 1914). 

8. REDUCTION OF PERSONNEL 

The preference of Panamanians over foreigners in case of reduction 
of personnel is established by Executive Orders of 1908, 1914, 1920, 
and 1927, enumerated in Paragraph 1. The standards for releasing 
employees in case of reduction of personnel are as follows: nation- 
ality, efficiency, preference in favor of veterans and seniority. By 
reason of nationality, preference is given to American citizens over 
Panamanians, unless the latter are more efficient. (Personnel Regu- 
lations, Par. 16.1 a.) Preference between American citizens is deter- 
mined by the veteran’s status (/bid. c) and it is determined by sen- 
iority, other conditions being equal (/bd. d). 

144 Stat. 904. . 
239 Stat. 742.
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From the foregoing data it may be noted that at present there is no 
restriction on the ground of nationality with reference to eligibility, 
pay, protection against accidents in line of duty, and general working 
conditions. 

There are differences as to promotions, vacations for the employees 
on the silver roll, retirement and reduction of personnel. 

As to retirement, a situation exists concerning which the Governor 
of the Canal Zone says the following in his report for the year 1932, 
after stating the conditions under which the retirement of the Amer- 
ican employees is effected : 

“Foreign Employees: 

“The Panama Canal is still without arrangements enabling it to 
give due assistance to its foreign employees who, by reason of advanced 
age or other physical incapacity, can no longer perform their duties 
properly and must be separated from the working personnel. 

“To such employees of the Railway Company pensions varying from 
$7 to $30 a month are given, but there is no authority for doing the 
same for the employees of the Panama Canal. The only thing that 
can be done for them at present is to offer them quarters in the 
Corozal Hospital, where there are no accommodations for their fam- 
ilies, or to keep them on the pay roll at reduced wages, at pay varying 
from $15 to $35 a month, in order that they may do such work as they 
can. It would be much better to pension them once for all and thus 
permit them to be separated from the active work of the Canal. 

“In order to obtain some relief, the sum of $10,000 was included in 
the 1933 estimates, for the payment in cash of remunerations not ex- 
ceeding $30 per month to incapacitated foreign employees, under the 
rules that the President may issue. This was rejected by the Bureau 
of the Budget, because it constituted new legislation. It is hoped 
that a separate bill on the matter will be introduced. The need for aid 
in this regard is urgent, not only as a question of humane treatment of 
the employees who have reached an advanced age, but also as a measure 
of efficiency in the work. 

“The cost of assistance to these employees, on the basis of an average 
pension of $20 per month, has been estimated by the Bureau of Effi- 
ciency as $12,000 for the first year, with a gradual increase up to a 
maximum of $121,000 per annum for the twentieth year and each of the 
following years.” (Annual Report of the Governor of the Panama 
Canal, 1982, p. 82). 

With reference to this proposed legislation, the same Governor, in 
his report for the year ending June 30, 1933, expressed himself as 
follows: 

“This cost is not high, considering the number of employees affected, 
and the assistance that is recommended is considered not only humane 
but as one more step in the direction of the efficient working of the 
Canal, through the elimination of those who are already incapacitated 
for service and because each of those who are on the active labor roll
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may thus be obliged to perform in a normal way the daily work which 
he does.” (Annual Report of the Governor of the Panama Canal, 
1933, p. 81). 

In the same report for 1933, the Governor, referring again to the 
problem in question, says the following, under the heading “Foreign 
Employees of Advanced Age”: 

“The foreign employees of the Panama Railway Company who are 
no longer capable of rendering efficient service in any post are removed 
from the pay roll and are given a lump sum, plus travel expenses to 
their homes, or a small annuity. Since June 1, 1928, lump sums of 
from $25 to $500 have been paid to 14 of those employees, and to 134 
employees, pensions of from $7 to $25 a month were granted. Of the 
134 employees pensioned, 17 had died by the end of the fiscal year of 
1933 and one pension was cancelled, 116 thus remaining on the pension 
roll at the end of the year. The average of the payments made up to 
that time was $12.94 per month. 

“The foregoing applies solely to the foreign employees of the 
Panama Railway | who are| * of advanced age. There is no provision 
for the payment of pensions to foreign employees of the Panama 
Canal [who are] * of advanced age. To aid a little in the settlement 
of that problem, arrangements have been made to give lodging to 
foreign employees of advanced age at the Corozal Insane Asylum, but 
few employees wish to stay there, and in any event the facilities avail- 
able do not permit of lodging a considerable number of employees, 
some of whom have one or more persons dependent on them. Besides, 
the per capita costs of lodging granted in this way is higher than the 
sum that it would cost to grant a small pension and permit the em- 
ployee to live his normal life among the people of his race. 

“The remedy for this situation lies in Congress’ voting the necessary 
items.” (Ibid. page 78). 

As can be seen from the preceding quotations, the Canal Administra- 
tion itself agrees that, with respect to retirement pay, there should 
be a plan which provides it not only for the Panamanian citizens 
employed on the Canal, but also for all foreign employees. The 
Panamanian proposal therefore is based on justice, humanity and also 
the benefits to the work of the Canal. 

With respect to the establishment of the same conditions for Ameri- 
can and Panamanian citizens with respect to promotions and vaca- 
tions, it may be observed that, aside from the fact that it appears indi- 

cated by the spirit of justice and the feeling of solidarity that inspired 
the Executive Order of December 23, 1908, and the subsequent orders, 
the establishment of such equality would not actually make any great 
difference, because of the very small number of Panamanian em- 
ployees of the Canal. 

In the book recently published by Professor Marshall E. Dimock, 
Special Commissioner of the Secretary of War in the Canal Zone, 

2 Brackets appear in the file translation. |
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entitled Government Operated Enterprises in the Panama Canal 
Zone, the following is stated: 

“In January, 1934, there were 11,526 employees on the Panama 
Canal and the Panama Railroad Company on the Isthmus, and of 
them 2,853 were American citizens, while 8,673 were foreigners. The 
foreign employees are, as has been said, in the majority, natives of the 
British Antilles, coming from Jamaica or Barbados. Comparatively 
few of the foreign employees are from Panama or other countries 
of Central and South America.” 

The number of the Panamanian employees on the gold roll at 
present is, according to data submitted to the Government of the 
Republic, so low that it will not even amount to a hundred. There 
cannot, therefore, be any reason whatever for refusing to these em- 
ployees, the majority of whom earn small salaries, the same rights and 
facilities as are granted to American citizens in the matters in which 
inequalities exist today. 

With respect to employees on the silver roll and the laborers, the 
total number on June 21, 1933, was 9,575. The Legation does not 
have exact numerical data regarding the number of such employees 
who were Panamanian citizens, but according to data for the year 
1932, the situation was as follows: 

On the silver roll the total number of employees was . . 9, 120 
Of these only ....................... 1,948 

were Panamanians, that is, the proportion was hardly 20 percent, or, 
of every five employees or workers on the silver roll, who, as has been 
said, are almost all West Indians, only one is a Panamanian. 

This want of proportion has, apparently, not undergone any notice- 
able change. The Panamanian Commission considers that the most, 
elementary sense of justice requires that after the great sacrifices made 
by Panama for the work of the Canal, Panamanian citizens may be 
able to obtain a larger proportion of the benefits furnished by the 
opportunity to work on the Canal works; and it would therefore be 
very desirable that by establishing firmly and effectively the preference 
of Panamanian citizens over foreigners with respect to eligibility, 
promotion and reduction of force, the distressing situation which 
Panamanian artisans and day workers are now experiencing with re- 
spect to the work offered by the Canal and the Railway may be 
corrected. 

A very clear idea of this situation is given by the following words 
of the Governor of the Canal Zone, in his report for the year 1932: 

“The Canal Zone and the adjoining cities of Panama and Colin, in 
Panama, face a condition of permanent unemployment. The con- 
struction of the Canal occasioned the coming of thousands of West 
Indians, as well as numerous Europeans and Orientals. Upon the 
completion of the construction work, the United States offered re-
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patriation to all discharged employees, or former employees. Many 
did not accept repatriation and many who went home returned later 
to the Isthmus. For a time increased business in Panama absorbed 
many of them, but business has slumped sharply, throwing many out 
of work. Meanwhile the termination of the highways from the capi- 
tal to the interior has resulted in a movement from the country to 
the city rather than from the city to the land. A further factor has 
been the natural growth of population in a prolific people, without 
control and without the losses from disease which occurred prior to 
the era of American sanitation. Similarly, but to a less extent nu- 
merically, the American population in the Canal Zone has increased, 
and many young men and women of the Canal families are approach- 
ing maturity without employment. The search for work is sharp 
and there is an increasing competition between Americans and aliens 
for work that may be performed almost equally well by either. 

“This situation has become acute with the general slump in business, 
the falling off in Canal traffic and related activities and the dimin- 
ished appropriations for new construction and replacements. It is 
not practicable to care for any number of these people by allowing 
them to settle on land in the Canal Zone. Many could not make a 
living for the moment, and the increases of malarial infection that 
have resulted in the Canal towns from the presence of these settlers 
have led us to the decision to license no more settlers. The most 
obvious form of relief is an increase in public works.” 

Although the situation is perhaps not as acute today as two years 
ago, it continues to be bad enough so that the Panamanian Commis- 
sion, in view of the foregoing considerations, most strongly urges upon 
the American negotiators the favorable consideration of the clause of 
the new treaty through which they hope to improve the condition of 
the Panamanian citizens who work or are qualified to work for the 
Canal or for the Railways. 

Wasuineron, December 1, 1934. 

711.1928/297% 

The Chief of the Dwision of Latin American Affairs (Wilson) to the 
Assistant Secretary of State (Welles) 

[WasuineTon,| December 4, 1934. 

Mr. Wetixs: Herewith the memorandum from Alfaro,% to which 
he referred yesterday, concerning the draft article proposed by Pan- 
ama regarding the employment of Panamanians by the Panama Canal 
and the Panama Railroad Company. The memorandum notes that 
at present there is no difference in treatment on the ground of nation- 
ality with reference to eligibility, pay, protection against accident in 
line of duty, and general working conditions. It points out, however. 

“Supra, - :
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the difference in treatment on the ground of nationality with respect 
to promotions, vacations for the employees on the silver roll, retire- 
ment and reduction of personnel; on this latter point, however, it 

might be noted that existing executive orders provide for preference 
of Panamanians over foreigners in case of such reduction. 

At such time in our discussions with the Panamanian Commissioners 
as you find it desirable to explain to them the reasons why we are 
unable to accept their draft article on this subject, I suggest that you 
might inform them of our interest in the question and willingness to 
take up with the War Department the Panamanian desiderata and to 
cooperate with a view to improving the conditions of employment of 
Panamanians in so far as this may appear feasible. Specifically, we 
could cooperate with the War Department in supporting legislation 
for the payment of old age pensions to foreign employees of the Pan- 

ama Canal. 
Enowin C. Wison 

711.1928/312 

The Minister in Panama (Gonzalez) to the Secretary of State 

No. 543 Panama, December 27, 1934. 
[Received January 7, 1935.] 

Si: I have the honor to report that at an informal interview had 
today with the Secretary of Foreign Relations he voluntarily spoke 
regarding the progress of the treaty. 

He stated that conversations were continuing on more or less minor 
matters in Washington, but that the objection made by the Pana- 
manian Government as to the provisions of Article IT of the Treaty 
of 1903 being inserted into the new treaty seemed to be meeting with 
obstacles. He said that Panama felt it had already complied with 
that provision of the treaty and that it was no longer necessary to in- 
corporate it in any new treaty and that that was holding up further 
progress. That the same question had been raised by Mr. Louis Ander- 
son, an international lawyer of Costa Rica, in connection with the 
boundary matter upon the ground that since the United States could 
take over any land which it might require in defense of the Canal, 
that under those conditions Costa Rica could not accept any land 
from the Republic of Panama in the settlement of its boundary dis- 
pute as it was not free to dispose of any land, which was at all times 
subject to be requisitioned by the United States Government. For 
this reason, the boundary conversations with Costa Rica had come 
to a sudden termination instead of, as expected, being adjusted and 
settled. Under the circumstances the Foreign Secretary stated that 
unless the United States was willing, particularly in time of peace, to
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refrain from taking over any further land of the Republic of Panama 
that that in itself would prevent the negotiation of a new treaty. 

Further, that as a condition for the construction of the trans- 
isthmian road, the United States had suggested that it be permitted 
to erect along said road any and all fortifications and gun emplace- 
ments which it deemed necessary and that, regardless of the fact that 
Panama was anxious to build this road, it could not be considered if 

it was to be a military area, particularly that portion of the road 
located within the territory of Panama. Furthermore, the Secretary 

stated, that the conditions as to construction of this road were so 
severe in character that it would necessitate a $3,000,000. investment 
on the part of Panama which it could not afford and, in conclusion, 
since the main benefit of this road would enure to the United States 
and not to the Panamanian people, that 1f such provisions were to be 
insisted upon, Panama would abandon the idea of constructing the 
trans-isthmian road. 

He further stated in conclusion that if the United States insisted 
on its right to take over further property of Panama that he presumed 
that the ultimate conclusion would be to withdraw the commission and 
continue under the old treaty until such time as other arrangements 
might be made. He informed me further that regarding the Madden 
Dam road, that it has been tentatively agreed that the Republic of 
Panama would turn over to the United States the jurisdiction thereof 
in exchange for permission to build the trans-isthmian road but that 
the conditions above mentioned made that impossible. 

He further stated that in connection with the matter of radio, that 
regardless of the fact of whether the United States made a radio 
agreement or not the Panamanian Government intended to proceed 
with radio broadcasting under its recent laws, and the Madrid Con- 
vention #* which it had signed, as well as the United States. 

It is quite apparent, insofar as the Panamanian Government is con- 
cerned, that they do not seem to be willing to grant any rights to the 
United States, whether they relate to the maintenance, operation 
and/or defense of the Canal or not, and that their sole theory is based 
upon the fact that it has already turned over to the United States all 
the land and waters which the United States required for the defense 
of the Canal. 

I inquired from him as to what was the objection of Panama for 
the United States having whatever land was necessary for the proper 
defense of the Canal, and his reply was that without any limitation 
being made the people of Panama were of the opinion that under an 
unlimited provision as to further acquisition of land the United 

* Signed December 9, 1932, Foreign Relations, 1982, vol. 1, p. 873.
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States might be able some day to extend its jurisdiction even to the 
Costa Rican border. 

This afternoon I interviewed the President for the purpose of in- 
quiring from him whether or not in his opinion he believed that a 
treaty which might be agreed upon in Washington and presented to 
the National Assembly could be passed. He stated that in his selec- 
tion of Dr. Lépez and Dr. Garay he had two views in mind, one, to 
obtain a representative of the Chiarista Party by the appointment of 
Dr. Lépez and, secondly, from the Panamanian Society of Interna- 
tional Action in the person of Dr. Garay, and that if they agreed in 
Washington to terms for a new treaty that he was positive that the 
Assembly would ratify it. On the other hand, he stated that there 
had been some delay caused in the conversations in Washington, first, 
owing to the fact that Dr. Garay had been ill and then Mr. Edwin 
Wilson having become ill, as well as the Christmas holidays, all of 
which had slowed up conversations. 

However, the question of incorporating in the new treaty the pro- 
visions contained in Article II of the Treaty of 1903 was objectionable, 
and that unless the Government of the United States would be willing 
to eliminate that provision, Panama would be unable to continue con- 
versations as to any new treaty; that as yet his Government had not 
received definite advice on this question from the State Department. 
His commissioners in Washington had written for further instruc- 
tions as to whether or not they should remain any longer in Washing- 
ton, and he had advised them that they should remain until the end of 
January before returning. 

This information seems to be in accord with what is heretofore 
reported as to the conversation with the Secretary of Foreign 
Relations. | 

The President then stated that in addition to the objection on the 
part of his Government, to the subject matter of Article II of the 
treaty of 1903, that Louis Anderson, international lawyer in Costa 
Rica, was making much to do over the question of whether or not 
Panama was able to cede any land to Costa Rica in the boundary dis- 
pute, because the United States, under Article II, would be able to 
follow the land and claim it, which the President stated was of course 
an exaggerated view but, however, had been made authentic enough in 

Costa Rica to bring about the secession [ cessation? ] of all further con- 
versation regarding the determination of the boundary. 

I inquired of the President as to his opinion concerning the pend- 
ing banking bill. He stated that it was his understanding that when 
the original bill was presented to Mr. Manuel José Diez, of the Chase 
National Bank, that he made no objection to it, but that he, the Presi- 
dent, understood that the amendments which had since been made by 

789736—52——43
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the Assembly had changed the complexion of the bill; that the bill was 
coming up today for second debate in the National Assembly and for 
further amendments and that he as yet was not familiar with the 
context of the bill. 

In speaking of the free port bill, the President stated that he in- 
tended to circularize the advantages of that bill among the exporters 
of the United States through the medium of his consuls, since he be- 
heved that sufficient advantages would be found for exporters under it 
and he wanted to have them fully advised through the medium of his 
consuls, who would be supplied with copies of the bill. 

He also stated, in referring to the Blandin rubber contract, that he 
believed that contract would not only be beneficial to his people, since 
it would give rise to employment and to a product of exportation, but 
also to the Goodyear Tire and Rubber Company who, in time of war, 
would have a plantation accessible to the United States for its needs 
and that he was ready to re-execute the contract as amended just as 
soon as a representative of the Goodyear Tire and Rubber Company 
would come to Panama. 

Respectfully submitted, Antonio C. GonzaLEz 

OBJECTIONS BY PANAMA TO RECEIVING PAYMENT OF THE PANAMA 

- CANAL ANNUITY IN DEVALUED DOLLARS 

711.1928/2173 | 

Memorandum by the Chief of the Division of Latin American Affairs 
( Wilson) 

[Wasuineton,] January 17, 1934. 

Dr. Alfaro, Minister of Panama, came in. He said that he had 
instructions from President Arias to inquire regarding the payment 
of the Canal annuity “in gold coin of the United States,” as pro- 
vided in the 1903. Treaty.% In this connection President Arias desired 
him to refer to the conversation which President Arias had with 
President Roosevelt on this subject.” President Arias stated that the 

first night at the White House he had mentioned the matter and had 
asked that payment be made on a gold basis. At this point Dr. Alfaro 
read me a letter he had received from President Arias in which the 
latter stated that President Roosevelt had answered, in effect, that 
there would be no question of making the payment on a good [gold?] 
basis, because it was an obligation of an international character. 

* Signed at Washington, November 18, 1908, Foreign Relations, 1904, p. 543. 
“For correspondence concerning the visit of the President of Panama to the 

United States in October 1933, see ibid., 1933, vol. v, pp. 852 ff.
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Dr. Alfaro then said that he recalled that President Arias had 
mentioned to him, the day following the afore-mentioned conversa- 
tion, that President Roosevelt had added something to the effect that, 
he wanted the benefit of the gold payment to accrue to Panama and 
not “to the bankers.” Dr. Alfaro stated that under the terms of the 
trust agreement for the 1923 loan and subsequent instructions issued 
by the Government of Panama, the Canal annuity of $250,000 was 
paid over by the United States Government to Mr. William Nelson 
Cromwell as Fiscal Agent of the Republic of Panama, for applica- 
tion against the service of the loan. Dr. Alfaro said that it -was his 
understanding that all of the $250,000 was not required for the service 

of the 1923 loan, since the revenue from the Constitutional Fund of 
six million dollars was also pledged to the service of this loan. The 
1928 loan, now in partial default, had a second lien on the Canal 
annuity and the income from the Constitutional Fund, as well as 
having certain specific revenues pledged in its favor. 

Dr. Alfaro said that it was the intention of the Republic of Panama 
to deposit with Mr. Cromwell, as heretofore, the $250,000 in legal 
tender money, in accordance with the Republic’s obligations; however, 
Panama desired that the additional amount, representing the dif.- 
ference between the annuity in “legal tender” and on a gold basis 
should be made available directly to Panama. 

I told Dr. Alfaro that I had not known before that this matter had 
been discussed between the two Presidents. I said that we would at 
once give consideration to it and would advise him later. 

Epwin C. WILSON | 

711.1928/2143 : 

The Chief of the Division of Latin American Affairs (Wilson) to the 
Assistant Secretary of State (Welles) : 

[Wasuineton,] January 25, 1934. 

Dear Mr. We tes: I attach memorandum of my conversation with 
Dr. Alfaro, Minister of Panama, on January 17, 1934.* In brief, Dr. 
Alfaro requested, under instructions from President Arias, that the 

Canal annuity of $250,000, due to be paid on February 26, 1934, should 
be paid on a gold basis, Dr, Alfaro read me a letter he had received 
from President Arias, in which the latter stated that he had discussed 
the matter with President Roosevelt when the two Presidents con- 
ferred in Washington in October, last, and that President Roosevelt 
had agreed that the payment should be made on a gold basis because 
it was an obligation of an international character. Dr. Alfaro then 
raised a second point, namely, that if payment is made on a gold basis, 

* Supra. .



614 FOREIGN RELATIONS, 1934, VOLUME V 

only the sum of $250,000 legal tender money should be paid over by 
the United States Government to Mr. William Nelson Cromwell, as 
Fiscal Agent of the Republic of Panama, and the balance representing 
the difference between the annuity on a legal tender basis and on a 
gold basis should be paid direct to the Republic of Panama for its 
own uses. 

I also attach a memorandum ” regarding the situation of Panama’s _ 
foreign debt, and the provisions of the pertinent loan contracts, et 
cetera. 

Briefly, my views regarding the Panamanian request are as follows: 
Article 14 of the 1903 Treaty provides that the annuity shall be paid 

in gold coin of the United States. It appears, from papers attached 
hereto, that on November 10, 1933, we wrote the Secretary of the 
Treasury © requesting that arrangements be made for payment at the 
Mint par rate of exchange of certain international obligations of the 
United States payable abroad in gold currency. The Treasury took 
the matter up with the President, who approved the request. The 
principle applicable to the Panamanian case, therefore, seems to have 
been settled. 

The second point, however, raised by the Panamanian request, that 
the “velvet” represented by the amount in gold in excess of the legal 
tender value should accrue directly to Panama, cannot, I believe, be 
decided favorably. On June 8, 1923, the Panamanian Minister ad- 
dressed a letter to the Secretary of State * advising of arrangements 
for the issuance of the 1923 bonds; stating that the Republic had irrev- 
ocably conferred exclusive authority upon William Nelson Cromwell, 
as Fiscal Agent of the Republic, to receive payment for a certain part 
of the $250,000 annually until the earlier satisfaction of the Trust 

Indenture of November 2, 1914, under which the Farmers’ Loan and 
Trust Company was Trustee, for a Panamanian bond issue, “or in the 
event of the satisfaction of said Trust Indenture of November 2, 1914, 
prior to February 26, 1944, to receive and give acquittance for the 
entire amount falling due on each February 26th subsequent to the 
satisfaction of said Trust Indenture; and we hereby irrevocably au- 
thorize and request that Your Excellency’s Government pay over said 
several sums to said William Nelson Cromwell, as Fiscal Agent, or his 
successors, during the periods and as above provided. You may accept 
as conclusive evidence of the satisfaction of said Trust Indenture of 
November 2, 1914, prior to February 26, 1944, a certificate executed by 
the Farmers’ Loan and Trust Company of New York, as trustee, 
certifying to such satisfaction”. : 

*” Not found in Department files. 
Letter not printed. 
1 Not printed.
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On February 27, 1929, Sullivan and Cromwell forwarded to the 
Department * a certificate executed by the Farmers’ Loan and Trust 
Company of New York as Trustee, certifying to the satisfaction of 
the Trust Indenture of November 2, 1914. It would therefore seem 
clear that under the terms of the Panamanian Minister’s letter of June 
8, 1923, the State Department is “irrevocably” authorized and requested 
by the Panamanian Government to pay over “the entire amount” 
falling due on February 26. If we decide that the Canal annuity 
should be paid on a gold basis, then it would appear that the De- 
partment is obligated to pay over the entire amount of the annuity to 
Mr. Cromwell. | 

The 1928 loan is secured, in addition to certain pledged revenues, by 
a second charge, subject to the 1923 loan, on the income from the con- 
stitutional fund and the $250,000 annuity. Service in full is being 
paid on the 1923 loan. On the 1928 loan, however, sinking fund pay- 
ments have not been met, and interest is being paid only to the extent 
that funds are available from the balance of the income from the con- 
stitutional fund and the annuity after prior satisfaction of the 1923 
loan requirements. This means, in effect, that about 83% of the 
interest requirements of the 1928 loan are being paid. If the addi- 
tional amount represented by payment of the annuity on a gold basis 
is turned over by Mr. Cromwell to the Fiscal Agents for the 1928 loan, 
as appears to be required under the Fiscal Agency contract, then the 
interest payments on the 1928 bonds will be by that much increased. 
This would mean that the benefit derived from payment of the annuity 
on a gold basis would in fact inure to the Republic of Panama, since 
it would be applied to the payment of the Republic’s outstanding 
obligations. 
My recommendations in the matter are: 

1) That we should request the Treasury to have the annuity paid 
on a gold basis. This point, I believe, should be referred first to Mr. 
Carr * for his approval; 

2) That upon an affirmative decision as to the foregoing, we should 
so advise Dr. Alfaro, but at the same time inform him that in view 
of the irrevocable instructions comprised in the Panamanian Lega- 
tion’s letter to the Department of June 8, 1923, we are obligated to pay 
over the entire amount to the Fiscal Agent of the Republic. This 
point, I suggest, should be referred to Le * for an opinion. 

Epwin C. Witson 

* Communication not printed. 
* Wilbur J. Carr, Assistant Secretary of State. 
* The Office of the Legal Adviser.
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711.1928/206¢ 

The Secretary of State to President Roosevelt 

WASHINGTON, February 21, 1934. 

Dear Mr. Presipent: Referring further to demand of Panama 
Government for payment of the Canal annuity of $250,000 by the 
United States Government “in gold coin of the United States”, the 
Panama Minister here presented this demand to Mr. Edwin Wilson, 
head of the Latin American division here in the Department. 

It occurred to me that it would emphasize the matter much less to 
let Wilson rather casually send for the Minister and make reply to him, 
in substance as set out in the attached manuscript, by doing so orally 
and making no written record. 

I wish you would read this over and offer any comment or sugges- 
tions, and return as soon as convenient.* 

Corpety Huu 

[Enclosure] 

I have given full consideration to the request. of the Panama 

Government that the United States Government pay its Canal annuity 
of $250,000 “in gold coin of the United States”. The suggestion that 
the United States Government as the result of an official conversation 
more than four months ago should make this February payment in 
gold, has received my careful consideration. It will be recalled that 
at the time of the official conversations referred to, a considerable list 
of complaints by the Government of Panama was receiving both sym- 
pathetic and favorable consideration and action. I think the full 
nature and extent of the complaints by Panama were understood by 
the United States Government, were reduced to a memorandum * or 
other instrument of writing, and their solution in a way favorable 
to the desires of the Panama Government to the fullest extent deemed 

at all consistent by the United States has been and is being gradually 
brought about. _ 

Evidently any oral references to future canal annuity payments in 
gold were not deemed of a sufficiently binding or contractual nature 
as to be reduced to writing. ‘The conversation apparently went no 
further than the expression of a hope or a disposition which did not 
and could not foresee the completely revolutionary financial and mone- 
tary changes which soon took place. 

The devaluation by the United States of the gold content of the 
dollar, for example, operates in a large sense to reduce by 40 per cent 

5 A photostatie copy of the original of this document bears the notation: “C. H. 
Yes, grand idea. FDR.” 

* Foreign Relations, 1933, vol. v, p. 863.
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external debts due and payable in the United States. The gold stand- 
ard in most parts of the world has broken down; currencies every- 
where have been dislocated; currency devaluations have taken place 
in most important countries. Nations generally recognize now that 
the use of gold as a currency should be permanently abandoned and 
the gold standard, for the present at least, abandoned both for internal 
and external purposes, in most parts of the world. 

Financial and monetary conditions, therefore, are entirely different 
today, compared with what they were some months ago. For exam- 
ple, when the British Government went off gold, great losses resulted 
abroad, such as the virtual wiping out of the capital of the Netherlands 
Bank and that of the Bank of France, to say nothing of losses to 
English creditors throughout the world. American creditors are 
experiencing similar effects. 

There is still another phase which would seem to be conclusive 
against the suggestion of the Government of Panama, which is the 
terms of payment in the United States to the fiscal agent of Panama 
and by him in turn to the chief holders of the Panama bonds who 
reside in the United States. From the location and the expressed 
terms of the payment and disposition of the entire canal annuity of 
$250,000 under the most definite and irrevocable instructions of the 
Panama Government, it is difficult to conclude that the Panama 
Government would very seriously suggest that a gold bonus be handed 
over to it to be by that Government added to the 40 per cent reduction 
it has already potentially received on its indebtedness payable in this 
country by reason of the devaluation of the gold content of the dollar. 
If, in the light of the foregoing, you have any suggestions to make, 
I should be glad to meet with you at any time and talk them over. 

711.1928/206 

Memorandum by the Chief of the Division of Latin American Affairs 
— (Walson) 

[Wasuineron,] February 26, 1934. 
At my request, Dr. Alfaro came in this afternoon and I explained 

to him our way of looking at the question raised by Panama of the 
payment of the Canal annuity in gold, (as set out in the memorandum 
which the Secretary sent to President Roosevelt and which was ap- 
proved by the latter). 

Dr. Alfaro explained his views at some length. In brief, he dis- 
agreed on all points. As regards the conversation between the two 
Presidents, he stated that, according to what President Arias had 
informed him, the mention of the payment of the annuity in gold 
had come about as the result of a statement made in confidence by
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President Roosevelt to President Arias regarding his currency pro- 
gram involving the ultimate devaluation of the dollar; when this was 
mentioned, President Arias (this is the version given me by Dr. 
Alfaro) said that there was this annuity to be paid a few months 
hence, and he hoped very much it would be paid in gold; President 
Roosevelt (according to Dr. Alfaro) said that of course the United 
States would pay in gold, but that he did not want “the bankers” to 
get the benefit of such payment, but wanted it to accrue to Panama 
alone. 

Leaving aside the question of the conversation between the two 

Presidents, Dr. Alfaro said that Panama’s contention was, in brief, 
that Panama had granted certain valuable rights in the 1903 treaty 
to the United States in return for a definite consideration, namely, 
the annual payment of a certain value as set out in the then existing 
gold dollar of the United States, to be made in perpetuity. Panama 
maintained that whatever the United States might do by exercise of 
its sovereign will in currency matters as regards its own citizens, the 

United States could not by unilateral act set aside the rights under 
an international compact accruing to another sovereign country. 
Panama’s rights in this matter would be judged under international 
law and not under the domestic law of the United States. 

Dr. Alfaro asked me if this was the “final word” by the United 
States. I said that I had explained our way of looking at it, after 
rather thorough discussion with people in different Government 
departments competent in such matters. I said that if Panama felt 
there were any phases of the matter which we had not taken into con- 
sideration, we should always be glad to consider them and to discuss 
them with him at any time. 

Dr. Alfaro said that he would appreciate very much an oppor- 
tunity to explain the Panamanian point of view to whatever officials 
of this Government “had a say” in determining our position in the 
matter. He said that he would like “a day in court” in order that 
the Panamanian viewpoint might be thoroughly discussed. 

I said that I would be glad, indeed, to arrange such a conference. 
I told Dr. Alfaro that as the annuity was due today, February 26, 

we had transmitted today to the Fiscal Agent of Panama in New 
York, as we were requested to do under the irrevocable instructions 
of the Panamanian Government, the Treasury warrant in the amount 
of $250,000, as we had done in previous years. Dr. Alfaro said that 
he would communicate at once with his Government, and expected 
instructions would be sent to the Fiscal Representative either to 
decline to receive payment of this amount in legal tender money, or 
else, in receiving it to enter reservation as to Panama’s rights to 
further payment.
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711.1928/2068 

Memorandum by the Chief of the Division of Latin American Affairs 
(Wilson) 

[ Wasuineton,| February 28, 1934. 

In accordance with the request of Dr. Alfaro, the conference was 
held in my office today, attended by Dr. Alfaro, Mr. MacLean, Assist- 
ant Solicitor General, Mr. Laylin, of the Treasury Department (in 
place of Mr. Opper who was unable to attend), Mr. Hackworth,®” Mr. 
Merrell,®* and myself. 

Dr. Alfaro set out with considerable force and at some length 
Panama’s contentions, as he had stated them to me on February 26. 

The suggestion was made to him that Panama was in no sense suffer- 
ing any prejudice, since the annuity payment had been assigned by 
Panama to the bondholders and that at least until the bonds had been 
retired, Panama would gain no benefit from the payment in gold, since 
this would automatically accrue to the bondholders. It was suggested 
that in view of this situation, Panama might desire to allow the situa- 
tion to rest for the time being until such time as Panama might actually 
suffer some prejudice, when we could reexamine the matter. 

Dr. Alfaro declined flatly to consider this suggestion. He felt, on 
the contrary, that Panama might well derive benefit from payment on 
the gold basis since Panama’s obligations to the bondholders, such 
being payable in New York, were subject to the legislation of this 
country and hence, in his view, could be paid only on a legal tender 
basis, whereas Panama, being entitled to payment in gold from the 
United States Government, should profit by the additional amount 
involved in such form of payment. His contention was that the 
United States Government should make payment in gold or on a gold 
basis to the Fiscal Agent and that the question of what ultimately 
became of this payment should not be determined by the United States 
Government, but should be left for determination by the Fiscal Agent, 
the bondholders, and presumably the courts of this country. 

Mr. MacLean expressed the opinion that the arrangements made by 
Panama, under which the treaty payment was assigned to its bond- 
holders in this country, might well be a controlling factor in the situa- 
tion, and said that he would like time to study the provisions of the 
loan contracts and other related documents. It was agreed that such 
study would be made. 

At the close of the conference, Dr. Alfaro stated that the Fiscal 
Agent of Panama in New York had been instructed to decline to receive 
the payment made on February 26, and that we could expect to have 

57 Green H. Hackworth, Legal Adviser of the Department of State. 
* George R. Merrell, Jr., of the Division of Latin American Affairs.
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such payment returned to us. It was suggested to Dr. Alfaro that 
Panama might permit the Fiscal Agent to receive this payment, reserv- 
ing her rights inthe matter. Dr. Alfaro said, however, that this would 
merely result in having the matter drag along, and that Panama 
desired to bring the issue to a head at this time and to have it settled. 

711.1928/2104 

Memorandum by the Panamanian Minister (Alfaro), Handed to the 
Department of State, March 1, 1934 

ConFERENCE Hew at THE STATE DEPARTMENT, Fepruary 287TH, 1934 * 

Proposrrions MAINTAINED BY THE MINIsTER OF Panama IN CoNNEC- 
tion Wir THE PayMENT of THE CanaL Treaty ANNUITY DUE BY 
THE GOVERNMENT OF THE UNITED States ON Fesruary 26TH, 1934. 

1. The juridical relations of Panama with the United States arising 
out of the Canal treaty are governed by international law. 

9. An obligation arising out of an international treaty cannot be 
changed, altered, diminished or impaired by the act of one of the 

parties to the treaty. 
3. The United States cannot discharge its obligations towards the 

Republic of Panama by applying to the form of payment laws enacted 
by the United States whereby the treaty rights of Panama are 
diminished, impaired, prejudiced or in any manner affected. 

4. A treaty or a contract is the expression of the will of the two 
parties. Therefore, the mind of the two parties necessarily must con- 
template the things existing at the time of the contract. The mind 
of the parties cannot contemplate things not existing or the existence 

of which is not foreseen. 
5. When the Canal treaty stipulated in 1904 that the United States 

would pay in perpetuity to the Republic of Panama an annuity of 

$250.000 in gold coin, in compensation for rights granted by Panama 
also in perpetuity, that “gold coin” necessarily meant the coin existing 
at the time the treaty was signed, not the coin which existed thirty 
or a hundred years before or the coin which might exist or be created 
thirty or a hundred years later. 

6. The gold existing in 1904 had certain weight and fineness which 
determined its value and hence, the value of the compensation agreed 
upon and stipulated in perpetuity. That value may change for causes 
independent from the will of the parties, but it cannot be changed by 

the will of only one of the parties to the Canal treaty. 

® See supra. .
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7. The value stipulated as a perpetual compensation to be paid an- 
nually by the United States to the Republic of Panama was the value 
represented by the sum of 250.000 coins named dollars and having a 
gold contents of 25.8 grains, 900 thousandths fine. 

8. The above stated value cannot be diminished to the prejudice of 
the Republic of Panama by reason of.a law enacted by the Congress 
of the United States, whereby it is decreed that the coin named dollar 
shall henceforth have a gold contents of 15.3 grains of the same 
fineness. : : 

9. The Congress of the United States might likewise and with indis- 
putable right enact some other law by which the gold contents of the 
dollar be reduced to five grains or to one grain; and if dollars of such 
a weight could legitimately be used in discharge of the treaty annuity, 
the right of Panama to the compensation agreed upon in 1904 would 
be virtually wiped out. This possibility would be so palpably con- 
trary to the most elementary principles of justice and right that to 
enunciate it is equivalent to a refutation of the proposition. 

10. The right of Panama to receive in discharge of the Canal an- 
nuity the gold coin stipulated in the treaty or its equivalent is not 
dependent upon the use to which the money may be or must be destined 
or upon considerations that Panama will not be benefited by such 
payment in gold. : | : 

11. The existence of a right does not cease or vary by reason of the 
fact that the person vested with the right is or is not benefited by its 
exercise. 

12. The obliger in a stipulation to give or pay something is not 
vested with the power of deciding whether the discharge of his obliga- 
tion will benefit his creditor or not. : 

13. ‘Whatever disposition may be given to the proceeds of the Canal 
annuity, the Republic of Panama will be benefited one way or other 
by.the enhanced value of gold with respect to present American “lawful 
currency”. This is stated as a fact but it is maintained that this con- 
sideration has no bearing on the question of the treaty obligation of 
the United States with regard to the Republic of Panama. 

14. Consideration of the question of benefit or no benefit would 
make compliance with the annuity clause of the Canal treaty contingent 
upon conditions of fact presumably determinable by the United States, 
viz; if Panama is benefited, the annuity will be paid in gold coin 
of 1904 or its equivalent; if she is not benefited, payment will be made 
in “lawful currency” of such value as may be determined by act of 
Congress. Oo | | , 

15. The juridical relations of Panama with the bondholders of her 
foreign debt in the United States are governed by the laws of the 

United States.
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16. The Republic of Panama has an indisputable right to discharge 
its obligations in the United States in accordance with the laws of the 
United States. 

1%. Payment in gold of 1904 cannot be objected to on the ground 
that Panama is discharging its debt obligations in the United States 
in “lawful currency”. Panama does so and legitimately can do so 
because the United States in the exercise of its sovereignty has decided 
that it is for the good of the country to devaluate the dollar, to abolish 
the gold coins, to abolish the gold clause in contracts and to make 
“lawful currency” legal tender in all sorts of obligations, and has so 
decreed by law. 

18. The Republic of Panama has not been the only entity or person 
benefited by the reduction in the value—not the amount—of her debt, 
produced ipso facto by the devaluation of the dollar. Every debtor 
in the United States, whether a citizen of the United States or an 
alien, whether a natural or a juridical person, has been equally 

benef'ted. 
19. The fact that this reduction in the actual value—not the 

amount—of its debt has taken place by the devaluation of the dollar, 

cannot be adduced as a reason for not making the payment of the 
Canal annuity as provided by the treaty. An international obligation 
cannot be affected by the effects of a given legislation in a Nation party 

to a treaty. 

20. Panama owes in the United States a debt amounting to about 
$15.000.000.00. At the same time Panama has invested in mortgages 
in the city of New York since 1904 the so-called Constitutional Fund 
of $6.000.000.00. The abolition of the gold clause and the devaluation 
of the dollar work both ways with regard to Panama. In her favor, 
with regard to her outstanding loans. Against her, with regard to 
her investment. 

921. Whether the debts of Panama in the United States are larger 
than her credits or vice versa and whether Panama had no debt at all 
or no credit at all in the United States, these facts are immaterial 
with regard to the international obligation of the United States to- 
wards Panama. Such obligation exists and is immutable. It cannot 
be affected or varied. Except by agreement of the two parties, it re- 
mains and will remain exactly the same whether Panama happens 
to have contracted loans in the United States or in case she had con- 
tracted the same loans in France and had now to buy francs at the 
rate of 6.56 for the service of the debt. 

22. Panama has not “sold” or “assigned” in perpetuity to the bond- 
holders of its debt the treaty payment. Panama has temporarily
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“charged”, “pledged”, and “allocated”, as security for the service of 

its debt, the said treaty payment to the extent that is necessary to 
cover the amortization and interest stipulated in the Loan Indentures 

of 1923 and 1928. 
23. The loan pledge is temporary. The treaty payment is per- 

petual. The parties to the treaty, in accordance with international 
law, are eternal. Temporary agreements cannot disturb the essence 
of a perpetual right and the nature of its correlative obligation. 

24. The Loan Indenture of 1928 provides: 

“Sixru. The Republic covenants and agrees that: “(1). It will not 
at any time, while any of the bonds issued hereunder are outstanding, 
enter into any agreement or understanding or do any act or thing 
whereby the obligation of the United States of America to make the 
Treaty Payments, shall or may be in any manner released, affected or 
impaired. | 

25. The Republic of Panama would allow the treaty payment obli- 
gation of the United States to be affected and impaired if she would 
agree or acquiesce in the proposition that payment may be made not in 
gold coin of 1904 but in any other “lawful currency” of a lesser value 
than that gold coin. 

WasuHineton, February 28, 1934. 

711,1928/211 

Memorandum by the Chief of the Division of Latin American Affairs 
(Wilson) 

[Wasuineton,| March 2, 1934. 

Dr. Alfaro telephoned me today that he had just received a cable 
from his Government that at the meeting of the Panamanian cabinet 
yesterday the question of the payment of the gold annuity was con- 
sidered. The cabinet decided that the Fiscal Agent would be author- 
ized “to turn over to the trustees of the loans the total of the proceeds 
of the gold payment in terms of lawful currency.” In other words, 
Dr. Alfaro said, the Government of Panama now desires to devote 
to the service of its loans the additional payment which it expects to 
receive in legal tender representing payment of the annuity on a gold 
basis. Dr. Alfaro said that he was issuing a statement to the press 
in these terms but wished us to know of it first. 

He added that he had heard from the Fiscal Agent that the latter 
was returning the Treasury check to the State Department today. 

| Epwin C. Wiison
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711.1928/207 

Sullivan & Cromwell to the Secretary of State 

New Yor«, March 2, 1934. 

Dear Sir: We beg to acknowledge herewith your letter of Febru- 
ary 24, 1934 *° (BA—711.1928) addressed to William Nelson Crom- 
well, as Fiscal Agent of the Republic of Panama, and enclosing a copy 
of the Comptroller General’s settlement Certificate No. 0322603, dated 
February 24, 1934, check on the Treasurer of the United States, No. 
27,530, dated February 24, 1934, to the order of William Nelson Crom- 
well, Fiscal Agent of the Republic of Panama, for $250,000 “in settle- 
ment of the annuity due the Republic of Panama on February 26, 
1934, under Treaty of November 18, 1903”, and a form of receipt 
therefor. | 

This form of receipt contains the statement that the aforementioned 
check is “in full payment of the annuity due the Republic of Panama 

February 26, 1934”, etc. a 
In the absence from New York of Mr. Cromwell, but acting under 

his instructions, we beg to acknowledge your communication and to 
advise you that the Republic of Panama maintains the position that 
the payment of the Treaty Annuity, in accordance with the afore- 
mentioned Treaty, should be made in gold coin of the weight and 
fineness existing in 1904 or the equivalent in actual value thereof. 

Consequently, and in view of the aforementioned advice from the Gov- 

ernment of Panama that it does not consider that the payment in 
question constitutes payment in full of the said Treaty Annuity, the 
Fiscal Agent considers that he cannot accept the check as tendered 
and the undersigned, on behalf of the Fiscal Agent, are returning 
the check herewith. 

Respectfully yours, SULLIVAN & CroMWELL 

711.1928/220a 

The Secretary of State to President Roosevelt | 

WasHineTon, March 20, 1934. 

My Dear Mr. Preswent: With reference to my memorandum of 

February 21st, regarding the payment by this Government of the 

Panama Canal annuity of $250,000, and to the conversations I have 

had with you since, I have gone into the matter in the most thorough 

manner and have now reached the following conclusions: : 

_ 1) That our legal obligation to pay the yearly amount due Panama 
in gold dollars as of the weight and fineness of 1904 is a very doubtful 
question ; 

“Not printed.
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2) That if we persist in our present contention, the Government of 
Panama will, in all probability, insist upon arbitration of the ques- 
tion, which, for obvious reasons, is undesirable; _ 

8) That 1t would be likewise unwise, because of its effect upon other 
obligations of the United States, either to admit Panama’s contention 
or to make any settlement which would appear to imply such 
admission. 

Consequently, I suggest that as the most satisfactory and practical 
solution of the difficulty, the Government of Panama be advised that 
we will deal with this matter in the negotiations which we are 
shortly to undertake “ in accordance with your authorization for the 
new treaty between the two Governments and that, in the meantime, 
the payment of $250,000. will be made “on account”. In the new 
Convention, the annuities to be paid to Panama could be increased | 
in such an amount as would take care of the present obligation and 
such additional concessions as we may be able to obtain with respect 
to other matters now under consideration. The new annuities should 
not be expressed in terms of gold, but should be expressed in dollars, 
with the understanding that if the dollar is devaluated below the 
present standard, the difference shall be made up to Panama, and if 

the dollar rises above the present standard, a smaller amount shall be 
paid to Panama. : 

Finally, in connection with any arrangement that is made, we would 
take into account the rights of the Trustee and of the holders of the 
bonds of the Republic of Panama and the existing agreement on the 
part of Panama to turn over these annuity payments to its Fiscal 
Agent in New York for the benefit of the bondholders. 

Since the matter has now been pending for some time, and the 
Government of Panama is increasingly impatient, I shall appreciate 
your letting me know whether the procedure above indicated meets 
with your approval.” 

Faithfully yours, Cornett Hui. 

711.1928/2333 : Telegram 

The Secretary of State to the Minister in Panama (Gonzalez) 

| Wasurneton, March 31, 1934—3 p. m. 

29. For your strictly confidential information. This morning we 
suggested orally to the Minister of Panama the advisability, in view 
of the number of controversial questions pending between our two 
Governments, of discussing the possibilities of negotiating a treaty as 
a modification of the 1908 treaty to cover a settlement of such questions. 

“See pp. 581 ff. 
“A photostatic copy of the original of this letter bears the notation: “C. H. 

OK FDR.” (711.1928/225)



626 FOREIGN RELATIONS, 1934, VOLUME V 

We suggested that the Panamanian request for payment of the Canal 
annuity on the basis of the former gold value of the dollar might be 
dealt with in such discussions. The Minister is to consult his Gov- 

ernment and advise us later of its views. 
Hout 

[The question of the payment of the Canal annuity came up again 
_ in 1985 and 1986. The matter was finally settled by article VII of 

\_» the General Treaty of Friendship and Cooperation between the United 
States and Panama, signed March 2, 1936 (see Treaty Series No. 945, 
or 53 Stat. 1807).] 

NEGOTIATIONS REGARDING PROPOSED TRANSFER OF TWO RADIO 

STATIONS BY THE UNITED STATES NAVY TO THE REPUBLIC OF 

PANAMA * 

819.74/259 : Telegram 

The Minister in Panama (Gonzalez) to the Secretary of State 

Panama, November 13, 19383—4 p. m. 
[Received 8:15 p. m.] 

160. Referring to radio control on Isthmus, Commandant Fifteenth 
Naval District informs me that Navy now prepared to turn over radio 
stations owned and operated by the United States at La Palma and 
Obaldia to Panaman Government. Commandant anxious to do this 
as soon as possible for reasons of economy. He is convinced that 
present equipment at the stations will not be appropriate for the use 
of Panama on account of the complicated character of apparatus and 
expense of operation. 

Commandant suggests that this Legation propose to Panaman Gov- 
ernment that present apparatus of these stations be dismantled and 
removed; that Navy would substitute, free of all charge to Panama, 
receiving and transmitting sets appropriate for the purposes of the 
stations; that present Diesel engines be dismantled as too large and 
costly of operation [and that?] they be replaced by small Delco or 
other generators to be purchased by Panama at a cost of about $500 
each station. The Panaman operators who have been instructed by 

the Navy for the past 3 months now prepared, Commandant states, 
to take over these smaller installations. 

It will be appreciated if the Department will inform me by Navy 
radio whether it has any objection to informal inquiries being made 
from Panaman Government provided such arrangement will be 

satisfactory. 
GONZALEZ 

“For other correspondence regarding radio control in Panama, see pp. 581 ff.
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819.74/261 : Telegram 

The Acting Secretary of State to the Minister in Panama (Gonzalez) 

WasHineton, November 21, 1933—7 p. m. 

105. Your telegram No. 160, November 13,4 p.m. After consulta- 
tion with Navy Department no objection perceived to your making 
informal inquiries. 

PxHIniires 

819.74/264 : Telegram 

The Minister in Panama (Gonzalez) to the Secretary of State 

Panama, January 29, 1934—4 p. m. 
[Received 8:15 p. m.] 

14. Reference Department’s 105, November 21, 7 p. m. At con- 
ference today with Minister for Foreign Affairs regarding transfer of 
radio stations La Palma and Obaldia he stated Navy conditions are 
not acceptable to Panama in that freedom of action of these stations 
would be limited. He will send Legation memorandum based on in- 

terview with Minister of Justice Jimenez of November 24 setting forth 
Panaman objections. 

GONZALEZ | 

819.74/265 : Telegram 

The Minister in Panama (Gonzalez) to the Secretary of State 

Panama, February 4, 1934—10 a. m. 
[Received 3 p. m.| 

19. Referring to my telegram No. 14, January 29,4 p.m. The Pan- 
aman Government has, up to the present time, failed to communicate 
in writing its views on the radio question. I submitted on the 2d 
to the Secretary of State for Foreign Affairs an informal draft of 
joint agreement covering the transfer of radio stations at Obaldia 
and La Palma to the Panaman Government, and requesting examina- 
tion by Panaman authorities. The draft was composed by the Lega- 
tion in accordance with the Department’s telegraphic instruction of 
November 21,7 p.m. It was in line with suggestion by the Navy here 
and endeavored to meet objections voiced by Panama in the various 
conversations held by Legation since November 24. Copy is being 
forwarded to the Department by air mail. 

It provided that the transfer of the two stations would not obligate 
Panama to clear messages from them through naval radio at Balboa 
and I verbally expressed the willingness of the Navy to assist Panama 
in constructing additional stations of its own in Panama City or else- 
where. ' 

789736—52——44
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Secretary Arosemena said that the agreement seemed reasonable 
as with its own radio stations Panama could initiate ship to shore 
service. I replied that the draft agreement was certainly limited 
to the transfer of two stations as a courtesy to Panama but in no wise 
affected the ship to shore question whose solution was a matter of 
separate negotiation in line with the conversations between the two 
Presidents “ and will follow the establishment of the radio board. 
This board, President Arias now believes, is unacceptable to Panama 
in the form outlined in item 8 of the Washington agreement.“ 

I said there was no objection to Panama communication with other 
countries through the two stations or through such other stations 
as it might install as long as the defense and operation of the Canal 
is properly safeguarded, and that the Navy expresses a willingness to 
construct a central station at Panama City for the Government of 
Panama. The Secretary said that Tropical Radio would effect this 
service for Panama. 

The Secretary promised to have the radio question considered at a 
special Cabinet meeting and to transmit the views of Panama to the 

Legation on February 8. | 
The Legation can see no reconciliation of the opposing views of the 

Navy and Panama regarding ship to shore service, and it is now 
clear that Panama, on establishing independent operation of Obaldia 
and La Palma as a precedent, would initiate ship to shore service 
through Tropical Radio and disregard what the Navy so strongly 
considers to be essential, viz., control through a board when the United 
States is adequately represented. __ 

GONZALEZ 

819.74/268 | 

The Minister in Panama (Gonzalez) to the Secretary of State 

No. 106 Panama, February 4, 1934. 
[Received February 7.] 

Sir: I have the honor to refer to my telegram No. 19 of February 4, 
10 A. M. concerning the conversations with the Panamanian Foreign 
Office and with President Arias concerning the question of radio con- 
trol in general and, specifically, the transfer to Panama of the United 
States Naval Radio Stations at Puerto Obaldia and La Palma. 

There are enclosed herewith copies of a Memorandum to the Foreign 
Office of February 2, 1934 transmitting a draft of a joint agreement 
covering the above mentioned transfer, the agreement itself, and a copy 

“ See Foreign Relations, 1933, vol. v, pp. 852 ff. 
* Tbid., p. 866. | we
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of a Third Person Note addressed to the Foreign Office on February 
8,19384.46 : | | 

The Department is aware of the opposing points of view in rela- 
tion to conceding an ample measure of independence to Panama in 
its radio facilities and it would appear that no advance has been made 
in bringing these opposing viewpoints together. President Arias 
feels that a Radio Board as suggested in the Washington conversations 
would meet great popular resentment in Panama but is apparently 
unwilling to act hastily in going ahead without American approval. 
The Navy here feels that Tropical Radio is likely to initiate ship to 
shore service under Panamanian license and that the statement of Sec- 
retary Arosemena to me on February 2nd openly discloses that in- 
tention. : | 

The Department’s instructions will be greatly appreciated. It 
would seem that a decision should be now reached as to how far we 
are prepared to go, whether we are prepared to recede from our former 
position and sacrifice what the Navy considers necessary for the Canal 
defense, or whether we are to insist on a measure of control which 
Panama will not willingly accept and which we, in all likelihood, 
cannot enforce in time of peace. 

Respectfully yours, Antonio C. GONZALEZ 

819.74/269 : Telegram — - | 

‘The Minister in Panama (Gonzalez) to the Secretary of State 

| : Panama, February 9, 1934—3 p. m. 
| , | : [Received 8:35 p. m.] 

- 23, Referring to my telegram No. 19, February 4, 10 a. m. and my 
despatch No. 106 of February 4th, Secretary for Foreign Affairs today 
handed me a memorandum giving Panaman Government’s views re- 
garding the agreement to cover transfer of radio stations at Puerto 
Obaldia and La Palma. The points upon which this memorandum 
differ substantially from the Legation’s draft agreement of February 
2nd are: (1) two frequencies are requested on 4.000 to 5.500 band and 
two on 6.675 to 7.000; (2) in case of war or threatened hostilities both 
stations shall be jointly managed and controlled by the two Govern- 
ments; and (3) the agreement shall not limit the rights of Panama 
to erect, operate, and maintain radio telegraphic communication from 
point to point or shore to ship, nor shall it be considered as a limita- 
tion, definition, or restrictive condition on the rights of Panama to 
operate radio telegraphic stations. | | | 

Naval authorities here state that changes (1) and (2) are acceptable. 

““ None printed.
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The Legation replied to the Minister for Foreign Affairs reiterat- 
ing that this present agreement cannot be construed as modifying any 
of the larger aspects of the as yet unsettled radio question nor affect- 
ing control of ship to shore service. It suggested that, instead of (3), 
the following be substituted “all provisions of the foregoing para- 
graphs relating to the operation of the radio stations at Puerto 
Obaldia and La Palma shall be effective until superseded by the gen- 
eral agreement concerning radio which is expected to be negotiated 
between the two Governments.” 

GONZALEZ 

819.74/274 CO 

The Minister in Panama (Gonzalez) to the Secretary of State 

No. 142 Panama, March 38, 1984. 
[Received March 12.] 

Srr: I have the honor to refer to Despatch No. 113 of February 10, 
1934, and to the Legation’s telegram No. 23 of February 9, 3 p. m., 
concerning the proposed agreement to cover the transfer to the 
Panamanian Government of the Navy Radio stations at Puerto 
Obaldia and La Palma. 

After a number of conferences with the President and the Secretary 
for Foreign Affairs in which the Legation has endeavored to reconcile 
the conflicting views of the Navy and the Panamanian Government, I 
have arrived at the conclusion that I should not further approach the 
local Government in the matter until I am given further instructions 
by the Department. The ideas of the Navy have been conveyed to 
the Legation by Commander W. L. Ainsworth, District Communica- 
tion Officer of the 15th Naval District. This officer has expressed the 
Navy viewpoint regarding each clause in the various proposed drafts 
of the agreement and has represented the Admiral Commandant of 
the 15th Naval District in almost daily consultation with the Legation. 

It is felt that arrival at an early agreement through this Legation 
is rendered difficult by the insistence of the Navy on points which it 
regards as vital to Canal defense, and I accordingly informed Com- 
mander Ainsworth on March first that the Legation would decline 
further to press an agreement on the Foreign Office until instructions 
are received from the State Department as to which points may be 
conceded and which ones are to be regarded as essential and to be 
insisted upon. It is understood that Admiral Crosley “ at once com- 
municated this information to the Navy Department. 

It would seem that the points in disagreement can only be ironed 
out through conferences in Washington between officers of the two 

“ Not printed. 
* Commandant of the 15th Naval District.
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Departments. The Legation cannot otherwise be sure that upon reach- 
ing an understanding with Panama it will not be decided that we can- 
not concede what has been agreed upon, thereby forcing reconsidera- 
tion of the entire agreement. This does not conduce to satisfactory 
negotiation or make a happy impression on the other parties to the 
negotiation. 

The Navy, in its insistence on certain frequencies to be allotted to 
Panama for the use of these two stations, is endeavoring to avoid 
interference and general chaos in the radio situation on the Isthmus, 
and perhaps also to tie up Panama so fast that it will not be able to 
communicate from ships to shore nor in any other manner considered 
by the Navy as affecting the Canal defense. 
Panama is endeavoring to insert in the agreement an admission 

by the United States that Panama should not be restricted in its radio 
control. It has definitely withdrawn from its position as expressed by 
President Arias in Washington where he agreed to consider the sug- 

gestion to create a Radio Control Board, similar to the Aviation Board. 
Thus, this agreement to cover the transfer of two small and isolated 

radio stations out in the jungle, of no importance in themselves, takes 
on importance and results in long discussions, because the Navy and 
Panama both wish to establish precedents for future radio control 
in the wording of this agreement. 

As a matter of fact, the Navy is, essentially, turning over little more 
than the houses where the radio stations have been installed. They 
could well withdraw and leave the houses to the jungle, and the gen- 
eral radio situation would be practically unchanged. The location 
where Panama most needs a radio station of its own is the penal sta- 
tion at Coiba Island. There is a very practical reason for a station 
there, but there is almost no reason for one at either Puerto Obaldia 
or La Palma other than the rather vague desire of Panama to form a 
nucleus of a radio system with these two stations. 

The Legation ventures to express the hope that the conferences 
between representatives of the State and Navy Departments will 
result in a final decision on what measure of control is to be offered 
to Panama, and what kind of machinery will be erected to effect the 
liaison between the Radio authorities of the two countries on the 
Isthmus. 

On February 16 the Naval authorities in Panama through Com- 
mander Ainsworth expressed to the Legation their objection to the 
frequencies allotted to Panama in Paragraph 3a of the Secretary for 
Foreign Affairs’ draft agreement of February 9,” and suggested other 
frequencies. They also stated that a clause should be added to para- 
graph 36 providing that Panama should give three months notice of 
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any contemplated changes in the power, location, or frequencies to be 
used by their stations. They also recommended that Paragraph 6 
should read as follows: —— 

The Government of Panama agrees that in case of war or threatened 
hostilities, or when in the opinion of the United States Government the 
safety or operation of the Panama Canal is involved, said stations 
shall be managed or controlled jointly by both Governments, with the 
object of assuring that their operation will not be prejudicial in any 
way to the safety or operation of the Panama Canal or its defenses, 
or the operation of the Fleet, or to the armed forces of the United 
States. 

The Naval authorities here furthermore requested that Paragraph 
¢ be eliminated and the following paragraph as suggested by the 
Legation be substituted therefor: | 

All provisions of the foregoing paragraphs pertaining to the opera- 
tion of the radio stations at Puerto Obaldia and La Palma shall be 
effective until superseded by the general agreement concerning radio 
which is expected to be negotiated between the two Governments. 

After a conference with President Arias on February 17 in which 
he said that he had personally drafted Paragraph 6, it was agreed that 
the tentative agreement should be resubmitted to the council of min- 
isters. The President said that regardless of the stipulation for joint 
control, in time of war or threatened hostilities the United States Navy 
would exercise full control; that a provision in the agreement giving 
the United States full control would be interpreted in Panama as a 
surrender of national rights to the United States, and as a total lack 
of confidence in the cooperation to be rendered by Panama, in the 
defense of the Canal. | 

Following this conference, the Navy withdrew its objection to Para- 
graph 6 and expressed agreement with the wording as given in the 
Memorandum from the Panama Foreign Office of February 9. I con- 
sequently informed the Foreign Office on February 19 that I perceived 
no objection to the wording of paragraph 6. 

On February 20 I saw Secretary Arosemena who said that he would 
advise the Legation of the desire of Panama to accept the offer made 
by the Navy to construct new apparatus for the stations at Puerto 
Obaldia and La Palma as well as equipment for stations to be in- 
stalled at Coiba and San Blas. 

On the same day Commander Ainsworth furnished the Legation 
with a draft embodying the Navy’s viewpoint regarding the agreement. 
(Enclosure No. 1).°° : 4 . 

The Legation was likewise furnished with a copy of a communica- 
tion from the Chief of Naval Operations to the Admiral Commandant 
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of the 15th Naval District bearing date of February 20 which stated 
that it was desirable that if frequencies on the 2750-2850 band be 
allocated to these stations, it be with the understanding that they be 
for fixed service only. | / 

The same letter stated that the wording of Paragraph 30 was satis- 
factory but with reference to Paragraph 3c, the provisions of points 
6, 7 and 8 of the proposed agreement of February 2 should remain 
substantially as written. The Chief of Naval Operations felt that 
joint control might be unobjectionable at the present time but that 
changing international conditions might make it impracticable, and 
the United States should be the judge.as to when such control should 
cease. He further believed that the United States should reserve the 
right to close, censor, or operate either.station when it believed such 
action to be necessary for the safety or operation of the Canal. 

On February 21 the Foreign Office sent the Legation a Memoran- 
dum * stating that it accepted the offer of the United States to recon- 
dition the stations at Puerto Obaldia and La Palma and to install 
stations at Coiba and San Blas at a cost to Panama of $3380. 

On February 21 the Secretary for Foreign Affairs sent a Memoran- 
dum to the Legation with a draft of the much discussed agreement, 
(Enclosure No. 2, and translation, Enclosure No. 8). The draft 
appeared to be acceptable but for the frequencies mentioned in Para- 
graph 2a and the inclusion of the unacceptable Paragraph 7. 

I replied by a Note No. 102 on February 21, a copy of which is here- 
with attached asenclosure No. 4.2% a 

This Note elicited a Note dated February 22: from the Foreign office, 
(Enclosure No. 5, and translation, Enclosure No. 6) 5! which accepted 
the modifications suggested in my last mentioned Note. The way thus 
seemed clear to transmit the agreement to the Department for its con- 
sideration, but on February 23 the Navy requested a further change 
in Paragraph 6 in order that it might read as follows: 7 

The Government of Panama agrees that in case of war or threat- 
ened hostilities, said stations shall be managed or controlled jointly 
by both Governments, with the object of assuring that their operation 
will not be prejudicial in any way to the safety or operation of the 
Panama Canal or its defenses, or to the operations of the Fleet or 
the Armed Forces of the United States, | | - 

In connection with the foregoing, it is further agreed that when, in 
the opinion of the United States, the safety or operation of the Canal 
is involved, the United States shall advise the Panamanian Govern- 
ment regarding the extent of censorship or control desired, or regard- 
ing the desirability of closing the stations, to the end that the Pana- 
manian Government may effect such censorship, control, or closure as 
may be required by the circumstances. _ a 
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On February 26 Commander Ainsworth stated that the desires of 
the Navy could best be met by adding to Paragraph 6 the following 
sentence : 

Should the circumstances in case of war or threatened hostilities so 
demand, the Panama Government agrees to close either or both sta- 
tions without delay. 

: On February 28 the Navy Department sent a telegram to the 15th 
Naval District stating that the provisions of Paragraphs 6 to 8, inclu- 
sive, of the agreement of February 2 must be incorporated, and taking 
the stand that the provisions of Article 11 of the unratified Treaty of 
1926,> which gave the United States complete control of radio in 
time of war, should be preserved. 

On March 1 Commander Ainsworth submitted a memorandum to 
the Legation which conveyed the Navy’s views regarding changes in 
Paragraph 6 of the proposed agreement. This is transmitted as En- 
closure No. 7.4 

It clearly appears that we are faced with the alternatives of either 
endeavoring to force Panama to continue to accept Navy control over 
its radio activities, or else frankly to turn over control to Panama 
while reserving the treaty rights to reassume control when necessary 
for Canal defense. The Legation sees no hope of a permanently satis- 
factory compromise between these two alternatives. Whether or not 
the Puerto Obaldia and La Palma stations are transferred under 
mutually satisfactory conditions, it is feared that the radio control 
question will constantly recur with increasing acuteness and irritation 
and it is, of course, quite possible that we would have already been 
confronted with a fazt accompli but for the friendly attitude of 
President Arias. 

Respectfully yours, ANTONIO C. GONZALEZ 

819.74/275 

The Minister in Panama (Gonzalez) to the Secretary of State 

No. 146 Panama, March 10, 1934. 
[Received March 19. ] 

Sir: I have the honor to report that in a recent informal conversation 
which I had with President Arias, among other things, we discussed 
his plan concerning the establishment of a radio control board along 
the line of that suggested by President Roosevelt at the time of Presi- 
dent Arias’ conferences in Washington, and President Arias stated 
that he was working on a Memorandum along the lines suggested so 
that the matter of radio in Panama would be settled, that in the mean- 

°° Foreign Relations, 1926, vol. 11, p. 833. 
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time, however, he was making inquiries from various Broadcasting 
Concerns in the States as to the minimum cost of installing, for the 
Panama Government’s use, of a broadcasting system whereby he could 
speak to his people on government matters and keep them advised as 
to what their Government was doing; and that with this in view he had 
established in the meantime the practice of having press conferences 
but that even that seemed to be most unsatisfactory because the re- 
porters would never set forth the substance of his remarks in his own 
words as he would like. He stated that he did not believe that the 
United States Government would have any objection to his Govern- 
ment having radio broadcasting facilities which would enable him to 
keep in touch with his people. He stated further, that he would be 
very glad to be able to have a broadcasting set placed in his office and 
deliver weekly addresses on matters of interest to his people in the out- 
lying districts who are unable to keep in touch with the activities of 
the Government and its various Departments. 

Respectfully yours, Antonio C, GONZALEZ 

819.74/275 : Telegram 

The Secretary of State to the Minister in Panama (Gonzalez) 

Wasuineton, March 23, 1934—5 p. m. 

25. Your despatch No. 142 of March 3, 1934. Your conclusion not 
to approach the Panamanian Government further in an endeavor to 
reach an agreement covering the transfer of the radio stations at 
Puerto Obaldia and La Palma until further instructions have been 
received from the Department is approved. Due to the complications 
you report such instructions will probably not be sent until after 

agreement on the general question of control of radio in Panama has 
been reached. Discussion of general control with the War and Navy 
Departments is being held in abeyance pending the receipt of Presi- 
dent Arias’ memorandum * mentioned in your despatch No. 146 of 
March 10. 

Huy 

819.74 /284 

The Minister in Panama (Gonzalez) to the Secretary of State 

No. 213 Panama, May 2, 1934. 
[| Received May 14.] 

Sir: I have the honor to refer to the Legation’s telegram No. 80 of 
April 30, 11 a. m.® concerning the transfer of the naval radio stations 
at Puerto Obaldia and La Palma to Panama. 

® Not printed.
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Admiral William H. Standley, Chief of the Bureau of Naval Opera- 
tions, visited Panama in connection with the call of the United States 
Fleet and on April 29 a conference was held at the Legation to discuss 
radio control. Those present were Admiral Standley, Rear Admiral 

W. S. Crosley, Commandant of the 15th Naval District, Commander 
W. L. Ainsworth, Chief Communications Officer of the 15th Naval 
District, myself and Mr. Burdett. After an examination of the di- 
vergent points of view relating to the agreement to cover the transfer 

of the two radio stations, Admiral Standley said that the draft agree- 
ment * which was transmitted to the Department as Enclosure No. 1 
to Despatch No. 142 of March 8, 1934 would be acceptable to the Navy 
if a paragraph were included to cover thoroughly the matter of pro- 
tection to the Canal in the event of a threatened war or other serious 
eventuality. He said that the wording of the agreement without such 
paragraph does not give the Navy sufficient grounds to take over con- 
trol during the twilight period between peace and war; that during 
such period it would be highly necessary for the Navy to control all 
radio facilities in Panama and the State Department would probably 
not consent for the Navy to suddenly exercise such control on the 
grounds that this action would constitute a direct threat and might 
defeat the negotiations in progress. The Navy’s taking over radio 
control over all Panama stations might be construed as an overt act 
and we should cover such situation by a new paragraph in the agree- 
ment. The following paragraph was finally drafted and Admiral 

Standley said it would be immediately transmitted by radio to the 
Bureau of Naval Operations. 

Admiral Standley requested the Legation to ask the State Depart- 

ment for instructions to present the amended agreement to the Pana- 

manian Government. The added paragraph reads as follows: 

“As a further consideration to the making of this agreement, the 
Panamanian Government hereby agrees that if at any time the opera- 
tion of the foregoing stations by the Panamanian Government should 
endanger the safety or operation of the Panama Canal, the Pana- 
manian Government will upon request of the United States Govern- 
ment, cooperate with it in so controlling or suspending the operation 
of said stations as to fully protect the interests of the United States.” 

With regard to the general radio agreement between the two coun- 

tries, Admiral Standley said that the Navy would never willingly sur- 
render control over ship-to-shore or ground-to-plane messages. The 
agreement between the two Presidents at Washington in October, 1933 
was discussed, particularly item 8 which said: 

William C. Burdett, First Secretary of Legation. 
% Not printed. -
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“The United States under such conditions, would agree that no spe- 
cial restrictions be placed on ship-to-shore service with the exception 
of that relative to transiting the Canal.” 

Admiral Standley said he did not understand how this crept into 
the agreement and he hoped that President Roosevelt did not really 
entertain this view. That naval control over all radio messages from 
ship-to-shore was most essential for the protection of the Canal. He 
said that he had told President Arias in October, 1933 that the naval 
radio experts had very emphatically made this recommendation to him 
and while he was not in a position to explain in a technical way how 
these ship-to-shore messages would endanger the Canal’s safety, he 
intended to accept the recommendation of his experts, as that is what 
experts are for. 

Admiral Standley read President Arias’ memorandum on radio 
control, a copy of which the President sent the Legation on April 27, 
1934, and which the Legation understands has already been submitted 
to the Department by Minister Alfaro. Admiral Standley thought 
that by no means should we recede from our position regarding radio 
control and remarked that the War Department agreed fully with 
the Navy Department’s position concerning ship-to-shore messages. 
It should be said in this connection that Admiral Standley’s statement 
is not exactly in accord with informal conversations held with certain 
Army officers on the Isthmus who believe that naval control over ship- 
to-shore service is not essential for the protection of the Panama Canal. 

Admiral Crosley supported Admiral Standley in his views concern- 
ing the general radio control question. Both of these officers thought 
the new draft agreement regarding Puerto Obaldia and La Palma 
might facilitate the negotiation of the general radio control question. 

There is attached hereto a copy of the amended draft agreement | 
which the Navy now desires to be presented for the consideration of 
the Panamanian Government. 

Respectfully yours, Antonio C, GONZALEZ 

819.74/290 : Telegram 

The Minister in Panama (Gonzalez) to the Secretary of State 

| Panama, July 6, 1934—1 p. m. 
| [Received 8:14 p. m.] 

124, Referring to my despatch No. 213 of May 2d, may I express 
the sincere hope that telegraphic instructions be given me immediately 
to propose to Panamanian Government the transfer of Puerto Obaldia 
and La Palma radio stations in accordance with draft agreement trans- 
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mitted with that despatch. I consider it highly appropriate to be 
able to announce an agreement on this matter before the arrival of 

_ President Roosevelt. 
GONZALEZ 

819.74/290 : Telegram 

The Secretary of State to the Minister in Panama (Gonzalez) 

WASHINGTON, July 7, 19834—4 p. m 

74. Your telegram No. 124 of July 6,1 p.m. Department sent you 
an air mail instruction on July 5© stating that as a practical matter 
it preferred to endeavor to reach an agreement on the general control 
of radio in Panama before making further efforts to arrange this trans- 
fer. It also pointed out that during the conversations being held with 
the Minister of Panama, the latter has not mentioned Panama’s desire 

to have this transfer expedited. 
Hv. 

DISAPPROVAL BY THE SECRETARY OF STATE OF PROTEST BY THE 

MINISTER IN PANAMA AGAINST SPEECH OF A MUNICIPAL OFFICIAL 

711.1928/289 

The Minister in Panama (Gonzalez) to the Secretary of State 

No. 476 Panama, November 8, 1934. 
[ Received November 12. ] 

Srr: I have the honor to report and to enclose an article appearing 
in today’s issue of the Panama American, which I have been unable 
to leave without notice, since the slurring remarks made against the 
United States by a public official of the City of Colon at a public gather- 
ing is more than should be expected. 

Ever since the negotiations have been 1n the course of conversation 
between the Department and the Republic of Panama,” various articles 
have appeared of a scurrilous nature, reflecting discredit upon the 

United States and the American people, but the source from which 
they came did not deserve any official notice. The article referred to, 
however, does refer to remarks made by a public official, and for that 
reason I have filed with the Secretary of Foreign Relations of the 
Republic of Panama a protest, copy of which is hereto attached. 

Respectfully yours, ANTONIO ©. GONZALEZ 

© Not printed. 
* Not reprinted. 
* See pp. 581 ff.
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[Enclosure] 

The American Minister (Gonzalez) to the Panamanian Minister for 
Foreign Affairs (Arosemena) 

No. 276 Panama, November 3, 1934. 

Eixcettency: I have the honor to inform Your Excellency that I 

wish to enter a protest on behalf of my Government against the speech 
which was made by Mr. Luis Sayavedra, Municipal Auditor of the 

City of Colén, on the 2nd day of November, 1934, before a large audi- 
ence, on the first day of Panama’s program of celebrations of Pana- 
ma’s thirty-first independence anniversary, when he referred to the 
United States as a monster beside whom Sir Henry Morgan who 
sacked Old Panama was an angel. This speech appeared in the 
Panama American of Saturday, November 3, 1984. I think that such 
remarks, coming from an officer, are wholly uncalled for and in- 
excusable, and I demand on behalf of my Government an apology. 

There have been many speeches recently made and published in the 
newspapers discrediting my Government, but I have not until the 
present paid much attention to it and indexed them as coming from 
those who knew no better than to make such statements, but when 
statements such as above mentioned emanate from a public official, I 
am duty bound to take notice of the same and to file a protest thereto. 
I regret that such incidents should happen, as they tend to disrupt, 
not only the Good Neighbor Policy maintained by my Government, 
but also the friendship which would exist between my people and those 
of Panama. 

Accept [etc. ] ANTONIO C. GONZALEZ 

711.1928/290 e 

The Minister in Panama (Gonzalez) to the Secretary of State 

No. 478 Panama, November 6, 19384. 
¥ [ Received November 12.] 

Sir: Referring to my despatch No. 476 of November 3, 1934, in 
which I made protest against certain remarks made by a municipal 
official at Colon, I have the honor to enclose herewith copy of the reply 
from the Foreign Office, the same being note D. D. No. 1865 of Novem- 
ber 6, 1934, which, although it side-steps the issue and fails to take 
unto itself the responsibility for the actions of a municipal officer, 
nevertheless does disclaim lability or sanction on behalf of the 
Government for such statements. 

Respectfully yours, ANTONIO C. GoNZALEZ
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{Hnclosure—Translation] 

The Panamanian Minister for Foreign Affairs (Arosemena) to the 
American Minister (Gonzalez) 

D. D. No. 1865 Panama, November 6, 1934. 

Mr. Minister: I have the honor to refer to Your Excellency’s 
kind communication of the 8rd of the present month, No. 276, and 
to inform you that the Panamanian Government does not share the 
ideas which Your Excellency states were expressed by Senor Luis 
Sayavedra, Municipal Auditor of Colén, in his speech in Colén on 
November 2nd, since, as Your Excellency knows, it has the very high- 
est opinion of the Government of the United States of America so 
worthily represented here by Your Excellency. 

Therefore, the Government of Panama does not or could not assume 
any responsibility on account of the expressions attributed to Mr. 
Sayavedra, and I beg Your Excellency to accept this sincere declara- 
tion as testimony of the high opinion which it has of Your Excellency’s 
Government, which has given so many proofs of inspiring your acts 
with the spirit of the highest understanding and of good neighbor- 
liness. 

Please accept [etc.] J. D. ARoseMENA 

711.1928/289 

The Secretary of State to the Minister in Panama (Gonzalez) 

Wasuineton, November 20, 1934. 

My Dear Mr. Minister: Your despatch No. 476 dated November 
8, 1934, regarding the formal protest which you made to the Pana- 
manian Government on account of the speech of Mr. Sayavedra, 
Municipal Auditor of Colén, has come to my attention. I feel that 
I must express to you my opinion that such action on your part was 
inadvisable in the circumstances. The Government of Panama of 
course is no more responsible for the sentiments expressed by a munic- 
ipal employee of the City of Colon than is the Federal Government 
of the United States responsible for remarks made by a municipal 
employe in any town or city of this country. 

The above view disposes of your demand for an apology which 
might, I feel, have given rise to an unpleasant incident, had the 
Panamanian Secretary for Foreign Affairs been so inclined; for- 
tunately Dr. Arosemena was not so inclined. 

Yours sincerely, Corvett Hoi.



| URUGUAY 

PRELIMINARY DISCUSSIONS RESPECTING A TRADE AGREEMENT 
BETWEEN THE UNITED STATES AND URUGUAY 

611.3331/35 | 

The Mimster in Uruguay (Wright) to the Secretary of State 

No. 574 Monrevipro, January 16, 1934. 
[Received January 28. ] 

Sir: It will be recalled that in the course of the VII International 
Conference of American States,! President Terra of Uruguay handed 
to me for transmission to you the Spanish text of a project for a com- 
mercial treaty ? between Uruguay and the United States—a transla- 
tion of which I delivered to you and the general subject matter of 
which was discussed by you with Sefior Marques Castro, Undersecre- 
tary of State for Foreign Affairs, in a conversation which he held at 
your office at the Parque Hotel. It will also be recalled that Uruguay’s 
desires in this regard were advanced by the Uruguayan Delegation in 
the First Subcommittee of the Ninth Commission of the Conference. 

In order that this matter may be made of record and laid before the 
Department in a manner which will permit of its consideration in con- 
nection with all phases of the question, I have the honor to transmit 
herewith :® 

1. The original Spanish text of the proposed Commercial Treaty, 
which was handed to me by President Terra and which was prepared in 
the Foreign Office by Sefior Marques Castro (according to information 
subsequently received from the latter). 

2. Translation thereof. 
8. Copy of the proposal regarding quotas and import licenses pre- 

sented by Sefior Marques Castro at the First Subcommittee of the 
Ninth Commission of the Conference. 

4. Translation thereof. 

At the time when the President handed me this draft with the re- 
quest that it be transmitted to you for your consideration, he informed 
me that he considered the results of the Ottawa Agreements‘ very un- 
fortunate for Uruguay, and that he believed that the American pack- 

1 See Foreign Relations, 1933, vol. rv, pp. 1 ff. 
* Not printed.. 
* Enclosures not printed. . 
‘The trade agreements concluded during the Imperial Economic Conference at 

Ottawa in 1932. See British and Foreign State Papers, vol. cxxxv, pp. 161 ff. 
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ing interests in Uruguay were already feeling the effects of this agree- 
ment and would soon feel them more severely. The President then 
observed “if this reaction upon the exports of our principal com- 
modity continues, Uruguay will be ruined in five years”. 

He then emphasized the importance to Uruguay of revenue from 
this source—observing that while Argentina and Brazil, also ex- 
porters of cattle, had other products upon which they could rely, 
Uruguay was limited by conditions of topography and soil to princi- 
pally pastoral pursuits. As a basis upon which to restore tariffs, or 
as a norm to which mutually advantageous comparisons might now be 
made, he referred to the tariff situation of 1928 which had been favor- 
able to both nations, adding that the sale of American automobiles in 
Uruguay had at that time been satisfactory to us but that the auto- 
mobile business at the present time was far from satisfactory—sales 
having been greatly reduced on account of lack of exchange and the 
Uruguayan demand far from satisfied for the same reason. 

President Terra closed his remarks by expressing the hope that a 
solution might be proposed which would be practical and not theo- 
retical. 

As TI reported to you at that time, I informed President Terra that 
although you were not in a position to discuss bilateral commercial 
treaties at this time, both the draft of the treaty and the President’s 
observations would receive your attentive consideration—particularly 
in their relation to the economic principles that might emerge from 
the Conference, which had not at that time discussed the broader 
economic phases as set forth in your proposal. You will also recall 
that in your conversation with the Undersecretary of State for Foreign 
Affairs you informed him that the tentative provisions of the treaty, 
the problems advanced by the Uruguayan Delegation, and all other 
relevant matters, would be considered by our Government in due 
course. 

Since the close of the Conference the matter has not again been 
broached to me, but it may be said that the matter of Uruguay’s ex- 
port of meat and meat products is as much to the fore as it ever was— 
especially in connection with the newspaper reports that cattle breed- 
ing interests in the United States have requested the Tariff Commis- 
sion to raise the tariff on meat imports (as reported by telegraph in 
my telegrams Nos. 8 and 5 of January 5 and 13, respectively *) 
American exporters, and Uruguayan importers of American goods, are 
faced in increasing degree by a continuing demand for certain Ameri- 
can products which the producers are less and less inclined to furnish 
unless some solution be found by which the “frozen”? peso accounts 
accumulated from previous sales may be released. 

Respectfully yours, J. Burter WricHtT 

*Neither printed.
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611.8331/36 

Memorandum by the Secretary of State 

[Wasuineton,| January 31, 1934. 

The Chargé d’Affaires of Uruguay called to discuss the question of 
a reciprocity commercial treaty between our two countries. I stated 
to him that I had fully explained to his President Terra, to the 
head of the Uruguayan Foreign Office and their Delegation to the 
Montevideo Conference, just what the situation was, and I repeated 
it to him, which, in brief, was that in the first place I was as anxious 
as any person to negotiate reciprocity treaties which would develop 
mutually profitable trade to the fullest extent. I then called attention 
at length to the wild extremes to which all countries had drifted since 
the War in the direction of economic nationalism and isolation; that 
this policy of extremism had dried up world trade; that it would re- 
quire some time to educate public sentiment back in the same direction ; 
and that, therefore, each country must recognize the difficulties of the 
others and realize that a country like the United States could only get 
back to economic sanity by degrees, so far as liberal commercial policy 
to fully restore international trade was concerned—that as it returned 
to the more liberal plan of international economic cooperation, it 
could correspondingly enter upon reciprocity commercial treaties. I 
said I was opposed to embargoes or absolute prohibitions with respect 
to any and all commodities; and I earnestly hoped that at the earliest 
date the United States could enter into reciprocity treaties with coun- 
tries like Uruguay which would embrace at least a few minor com- 
modities at the beginning with the idea that by degrees in the future 
as public sentiment permitted the number could be increased. I said 
I felt that to the extent that any two countries could agree upon a 
mutually profitable exchange of commodities, it was a most impor- 
tant objective to have in mind. 

I told the Chargé that of course the United States would not expect 
to sell any substantial quantities of meat or wheat to Uruguay or 
to the Argentine or any similar country that produced these for export, 
nor, on the other hand, should those two countries expect to sell any 
substantial amount to the United States which likewise produced them 
for export. I expressed the hope that after Congress acted on such 
application as might be made for power for the Executive to negotiate 
reciprocal commercial treaties based on mutual tariff concessions with- 
out the same having to be ratified by the Senate, we would be in a 
position to take up with all countries, as rapidly as possible, the nego- 
tiation of reciprocity treaties that would contemplate such commodi- 
ties as might be deemed feasible in the light of public sentiment and 
which might be increased in number from year to year as sentiment, 

789736—52——-45 |
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and general conditions permitted or made feasible. I made no defi- 
nite commitments in any way except to outline and analyze the situa- 

tion as above. 
C[orpett| H[ ory] 

611.3331/41 | 

Memorandum by the Secretary of State of a Conversation With the 
Uruguayan Minster (hichling) 

[Wasuineton,|] July 18, 1934. 

The Minister, during his call, inquired whether there were any new 

developments touching possibilities of a further trade agreement 
between Uruguay and the United States. I replied that we had 
individuals and groups carefully developing all the facts and making 
studies of trade possibilities with most of the Latin American coun- 
tries, including Uruguay, and that during the coming months we 
hoped to be able to do what then might prove to be feasible in the 
way of further trade arrangements. I reminded him that we were 
obliged to move very slowly, having in mind opposition sentiment 
and other extreme difficulties to overcome, but that we were very 
anxious to work out any and all possible additional trade arrange- 
ments with his and certain other countries; that it would probably 
be after the November election; and that moreover at the beginning 
it might only be possible to work out agreements which related to but 
very few and possibly minor commodities; that however as sentiment 
improved it would be possible within six or twelve months following 
to develop a supplementary trade agreement, etc. ‘The Minister re- 
plied that he fully understood the situation. He finally suggested that 
Uruguay produces a better cognac than France and that they could 
receive a substantial amount of cotton goods from us in exchange for 
cognac. I requested him to talk with Dr. Sayre * from time to time, 
as well as with myself, and stated that we would keep all phases of 
these suggestions specially in mind until the time an opportunity 
came to consider them more definitely and fully. 

C[orpeti| Hoty} 

611.8331/44 

The Chargé in Uruguay (Dominian) to the Secretary of State 

No. 698 Montevipezo, August 9, 1934. 
[Received August 20. | 

Sir: I have the honor to refer to my despatch No. 687 of August 1, 
1934,’ which indicated that the question of exports of Uruguayan 

. Francis B. Sayre, Assistant Secretary of State, 
Not printed,
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meat would figure largely in any treaty negotiations carried on with 
Uruguay. . 

At various times in the course of the exchange discussions § of the 
past fifteen days I had noted the recurrence of a statement made by 
Uruguayan officials to the effect that the importation into the United 
States of 30,000 tons of Uruguayan meat per year in addition to the 
amount already imported would solve present exchange difficulties. 
The Uruguayan officials appeared to think that sufficient dollar ex- 
change would then be available in Uruguay to permit payment of 
obligations on the country’s external debt bonds held under American 
ownership and provide for trade requirements in the amount neces- 
sitated for the transactions now taking place. 

The relatively restricted quantity of additional meat which the 
official supervisors of the Uruguayan export trade would be pleased to 
place in the United States may seem to be worth considering in order 
that the position of advantage which American trade is gradually 
acquiring in Uruguay should not be hampered by any difficulties due 
to scarcity of dollar exchange. 

The information available to the Legation seems to indicate that the 
average cost per ton of Uruguayan export meat is $110.00. Accord- 
ingly, an amount of approximately $8,300,000 in additional dollar 
exchange would enter Uruguay yearly in case exports to the United 
States would be increased by the 30,000 tons suggested in Montevideo. 

According to the estimates of the Director of the Bank of the Re- 
public, where foreign exchange operations are controlled, the present 
yearly requirement of dollar exchange amounts to over 12,300,000 
pesos, distributed in the following manner on the basis of 1938 figures: 

Pesos 
Paid in 1988 

Interest and amortization on five year gold bonds ... 1,316,000 
Service on other bonds ........-e++e-22222. 6,190, 000 
Trade requirements .........0+00e+e+ee220 4,800, 000 

Total... 2... ce ee ee ee ee ee ees 12, 806, 000 

The value of United States imports from Uruguay for the year 1938, 
according to the official United States statistics compiled by the De- 
partment of Commerce, attained $3,772,861.00. This figure represents 
dollars which have not been adjusted for depreciation of the dollar 
from its former gold parity during 1933. In view of the existence of 
various rates of exchange, known as official, gray and free, it is im- 
possible to convert with any accuracy into dollars the peso amount of 
the distribution table submitted in the previous paragraph. It would 
seem, however, that the 4,800,000 pesos estimated for trade require- 
ments at the Bank of the Republic correspond to $3,772,861. 

® See pp. 647 ff.
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The Department is aware through reports from the Legation and the 
Consulate General that whereas in 1933 exports from the United States 
to Uruguay conferred the fourth place to the United States in the list 
of exporting countries to Uruguay, the first six months of 1934 indicate 
that American exports now give the United States the third place on 
the same list. 

According to Uruguayan statistics our exports to Uruguay during 
the first half of 1934 amounted to 4,663,901 pesos, while our imports 
for that period were valued at 4,071,663 pesos. In the first six months 
of 1933, the United States sold 2,532,622 pesos worth of goods to 
Uruguay and bought 1,909,123 pesos worth of Uruguayan goods. 
These figures indicate that while the volume of trade between United 
States and Uruguay is growing, Uruguay’s unfavorable balance is 
declining. The figures for the first half of 1934 indicate that this 
unfavorable balance is now 6.8% in its relation to the total trade 
whereas in 1938 the percentage was 14%. | 

With the restrictions now being introduced by the Uruguayan Gov- 
ernment, particularly with regard to the bill now before the Uruguayan 
Congress embodying the Government’s decision to forbid the importa- 
tion of products for which an import license had not previously been 
obtained, the prospect for a continued advance in the position which 
American trade is acquiring seems less favorable. The question, hence, 
arises as to whether the importation of 30,000 tons of meat yearly, as 
suggested in Uruguay, is of sufficient interest to the American export 
trade to Uruguay. 

My personal impression is that the tonnage suggested in Uru- 
guayan official circles is a maximum figure probably to be set forth 
eventually for negotiation purposes. For the sake of precision I may 
add here that the term official circles in this instance refers to the 
Commercial Section of the Ministry of Foreign Affairs and the office 
of the Director of the Bank of the Republic which supervises foreign 
exchange transactions. 

In the conversations which I have had on recent occasions with 

Uruguayan officials, I have made it a point to lay stress on the present 
situation in the agricultural regions of the United States in order 
to impress them with the difficulties existing in the way of any increase 
in agricultural importations to the United States. 

With regard to the scarcity of dollar exchange to which Uruguayan 
officials allude when talking about payment of interest and amortiza- 
tion services on bonds held under American ownership, I have always 
pointed out that maintenance of debt service payments was an obli- 
gation assumed by the borrowers and that commitments of this par- 
ticular type should be met irrespective of the amount of exchange 
available from the particular country to which debt service payments
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were to be made. I have expressed, as my personal opinion, that sur- 
pluses of foreign exchange from countries with which Uruguay had a 
favorable trade balance could be utilized for interest and amortiza- 

tion service on Uruguayan bonds held abroad to the greater advantage 
of Uruguayan credit. 

Respectfully yours, Leon DoMINIAN 

EFFORTS OF THE DEPARTMENT OF STATE TO SECURE EQUITABLE 

TREATMENT FOR AMERICAN INTERESTS WITH RESPECT TO URU- 
GUAYAN EXCHANGE RESTRICTIONS °® 

833.5151/143 : Telegram 

The Secretary of State to the Minister in Uruguay (Wright) : 

Wasuineron, April 6, 1984—8 p. m. 

22. The Department does not believe that there are grounds at 
this time for representations in the specific case of the American oil 
companies as reported in your despatch No. 596 of February 20,” but 
desires you to cable your views as to the utility of making representa- 

tions to the Uruguayan Government with reference to the general 
discrimination against American trade, which you report is being 
practised in the matter of the allotment of controlled foreign exchange. 

shune 

833.5151/155 : Telegram 

The Minister in Uruguay (Wright) to the Secretary of State 

Montevipeo, April 11, 1934—8 p. m. 
[Received 8:25 p. m.] 

27. Your 22, April 6,3 p.m. I consider that it would be unwise 

and inopportune to make representations regarding discrimination in 
allocation of exchange before elections to take place on April 19th., 
regarding which situation please also see my political reports. Com- 
merce Committee of American association in meeting yesterday 
concurs in this opinion. 

In despatch by air mail on 18th instant, I shall report concerning 

increase in our imports from Uruguay which (together with possi- 
bilities afforded by bilateral commercial treaty, if the bill to that end 
is passed by the Senate) will enable us to approach an Uruguayan 

® See also section entitled “Special Mission of John H. Williams To Investigate 
Foreign Exchange Problems in Argentina, Brazil, Chile, and Uruguay,” vol. Iv, 

pp. 390 ff. 
* Not printed.
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Government no longer trammeled by immediate political considera- 
tions upon a more clearly defined issue and with stronger arguments. 

WRIGHT 

833.5151/170 

The Consul General at Montevideo (Reed) to the Secretary of State 

No. 501 Monvrevivzo, June 1, 1934. 
[Received June 14. ] 

Sir: I have the honor to refer to my strictly confidential despatch 
No. 495 of May 16, 1934, entitled “Allotment of Exchange to Ameri- 
can Interests”, and in continuation thereof to give the figures for the 
first four months of 1934, as well as the totals of the exports from 
Uruguay to the United States for the same period for comparison 
therewith. 

In the despatch above referred to, it was stated that there was some 
doubt as to how the new basic figure for exchange allotments to the 

United States (which was apparently due as a result of increased 
Uruguayan exports to the United States) should be obtained. It has 
been learned from an official of the Exchange Control Commission 
that the formula used by the Commission is still the original one, 
according to which the exchange to be allotted to American interests 
should be 231% of the value of the Uruguayan exports to the United 
States during any given period. In other words, the allotting of ex- 
change is to vary immediately with American purchases, and to be 
equalized as promptly as possible, instead of in a subsequent period. 
This policy has not been followed by the Control Commission, how- 
ever, either for the year 1933 or for the first four months of 1934. 
It is believed that the Commission’s failure to do so is the reason for 
the non-publication of figures for 1933. The Commerce Committee 
of the American Association of Uruguay, acting on this assumption, 
has decided to request from the Control Commission a statement of 
the exchange allotted to American interests during the second half 
of 1933 and the basis thereof (a similar statement for the first six 
months of 1938 having been received). As mentioned in my previous 
despatch, the total amount of exchange allotted to American interests 
in 1933 was 10,441,019 pesos, while 231% of the value of Uruguayan 
exports to the United States in 1933 equals 12,820,500 pesos. 

For the first four months of 1934, the total amount of exchange 
allotted to American interests was 2,618,804 pesos, which was con- 
verted to dollars 2,044,263. The inadequacy of this allotment is ap- 
parent when it is compared with the value of the exports to the United 

“ Not printed.
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States during the same period, which, according to Uruguayan offi- 
cial statistics were valued at 2,628,750 pesos, 231% of which would be 
6,072,313 pesos, which is apparently the amount of exchange that 
should have been allotted. 

The exchange allotted month by month, in pesos, the rate used, 

and the total in dollars, is given herewith: 
[Here follows statistical table, not printed. | 
On April 9, 1934, the Exchange Control Commission took over the 

distribution of the so-called “compensated exchange”, fixing its price 
at 40% above the cost to the Uruguayan buyer of official exchange. 
The figures obtained from the Control Commission now include the 
amount of “compensated” exchange allotted, in addition to that 
granted at the official rate. As this Consulate General has learned 
that the figures for the total exchange granted for American interests 
in the past also included “compensated” exchange, the totals for the 
months of January, February and March have been broken down 
into official and “compensated” exchange in order that they may be 
compared with the figures for April and with future totals. Itis noted 
that a very important part, nearly half, of the exchange distributed 

to American interests for general imports (not including petroleum 
products) was in the form of compensated exchange, which explains 
the complaints of importers of American goods that they were indi- 
vidually receiving very little official exchange. From these figures, 
there was only exchange amounting to 501,230 pesos granted for 

American goods, (except petroleum products) during the first four 
months of 1934. The reason for the separate classification of petro- 
leum products has been explained in previous despatches from the 
Legation and this Consulate General, and is due to the fact that the 
Control Commission charges such products, not to the quota of the 
country of origin, but according to the nationality of the handling 
company. Information obtained in the past by this Consulate Gen- 
eral has indicated that much of these commodities imported into 
Uruguay by American-owned companies were not of American origin, 
and the Commerce Committee has not, as yet, accepted this procedure, 
tending to favor the practice of allotting exchange according to the 
country of origin of the merchandise. It has not formally protested to 
the Exchange Control] Commission, however, deeming it desirable to 
await some statement of policy from the State Department which 
might serve as guidance. The detailed figures of exchange distributed 
to American interests during the first four months of 1934 were as 
follows: 

[Here follows statistical table, not printed. ] 
Respectfully yours, Lestiz K. Reep
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810.5151 Williams Mission/5 : Telegram 

The Acting Secretary of State to the Chargé in Uruguay (Dominian) 

WASHINGTON, July 3, 1934—7 p. m. 

80. By arrangement with the Federal Reserve authorities, Mr. John 
H. Williams, economist of the Federal Reserve Bank of New York 
and an expert in international exchange, accompanied by Mr. Donald 
R. Heath of the Division of Latin American Affairs of this Depart- 
ment, sailed June 30 to visit Rio de Janeiro, Buenos Aires and Santiago 
to confer with the American missions and the governments in those 
countries regarding the exchange problem.’? They also are hopeful 
of visiting Montevideo with the same object and will do so if time 
permits. Their tentative plans call for their arrival at Rio de Janeiro 
on July 13 and at Buenos Aires on July 31. It is suggested you com- 
municate with them regarding the possibility of their visiting Monte- 
video, and send them a report on the development of exchange control, 
including a careful analysis of the present exchange situation, and 
copies of current despatches. 

CARR 

833.51/591 : Telegram 

The Secretary of State to the Chargé in Uruguay (Dominian) 

WASHINGTON, July 10, 1934—6 p. m. 

31. Recently published press reports from London state that Ameri- 
can interests in Uruguay are being jeopardized by foreign exchange 
negotiations now being conducted between that country and Great 
Britain in which Great Britain is insisting, with threat of compulsory 
action, that Uruguay allocate the greater part of its sterling exchange 
in settlement exclusively of all British long term obligations, British- 
Uruguayan trade necessities, and payment of dividends due on British 
investments in Uruguay. The report adds that this would prevent or 
seriously prejudice payment of American and other foreign obligations 
of Uruguay. 
_ Please discuss this question with the Foreign Minister expressing 
our confidence that the Uruguayan Government will strongly resist 

any effort in case any is being made, to have it discriminate against 
American interests. So far as service on Uruguayan external obliga- 
tions is concerned, you may recall that the present service on Uru- 
guayan dollar bonds is made on a flat 314% basis irrespective of the 
fact that some of the issues carry 8%, others 6%, and others 5%. This 
existing arrangement is understood to be made on the basis of treating 
all Uruguayan external obligations alike, but it ignores the fact that 

* For the Department’s instructions to Mr. Williams, see vol. 1v, p. 390.
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it gives the British full interest service (their bonds in great part 
drawing only 314% interest) and gives American holders the dispro- 
portionate service indicated. Furthermore, it is worth recalling that 
Argentina in the Roca Agreement with Great Britain, while appar- 
ently accepting the principle that sterling exchange arising from the 
sale of Argentine products to Britain should be available for meeting 
applications for remittances from Argentina to Britain, nevertheless 
insisted that there should first be deducted from such exchange sums 
necessary to effect payment of service on Argentina’s public external 
debts, national, provincial and municipal, payable in countries other 
than Great Britain. 

Cable report. 
Hot 

833.51/593 : Telegram 

The Chargé in Uruguay (Dominian) to the Secretary of State 

Montevipgo, July 12, 1934—6 p. m. 
[Received 8:10 p. m.] 

4%. Department’s 31, July 10, 6 p. m. Following a conversation 
this evening with Foreign Minister regarding press reports from Lon- 
don referred to in above cited telegram the Minister confirmed British 
insistence on the total allocation of sterling exchange as indicated in 
Department’s July 10, 6 p. m., but added that Uruguayan Government 
was insisting upon retaining sufficient exchange to apply Uruguayan 
external debts to other than British creditors. Great Britain, he con- 
tinued, still refused to agree to this Uruguayan suggestion of exchange 
distribution on the plea that British exchange should not be diverted 
tonon-British uses. Nevertheless, the Minister stated that Uruguayan 
viewpoint of retaining sufficient exchange for other than British 
indebtedness would be maintained. He furthermore claimed familiar- 
ity with recent agreement between Argentina and Great Britain which 
he considered as fair. I shall see the Minister tomorrow and may 
report again. 

DoMINIAN 

833.51/595 : Telegram 

Lhe Chargé in Uruguay (Dominian) to the Secretary of State 

Monrtevipeo, July 18, 1934—2 p. m. 
[Received July 183—2 p. m.] 

48, Referring to Department’s telegram No. 31, and Legation’s 47, 
July 12,6 p. m., Minister of Foreign Affairs informed me this morning 

“ See Foreign Relations, 1938, vol. 1v, pp. 722 ff.
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that Uruguay was suggesting giving Great Britain 90 percent of 
sterling exchange and retaining the balance of 10 percent for use in 
allocation of exchange to countries other than Great Britain. Dis- 
cussions at present were based, he said, on the amount of these respec- 
tive percentages and while British had been unyielding at first, he 
thought he detected signs of possible willingness on their part to 
accept 90 percent sterling exchange. He expressed hope that an 
arrangement on the above mentioned division of percentages would 
be made finally with Great Britain but cautiously added that Uruguay 

could not prevail against Great Britain’s economic strength. 
DoMINIAN 

833.51/599 

The Chargéin Uruguay (Dominian) to the Secretary of State 

No. 670 Montevivgo, July 13, 1934. 
[Received July 23.] 

Sir: Confirming my telegrams No. 47 and 48 of July 12, 6 pm. and 
July 13, 2 pm., respectively, in which, complying with the Depart- 
ment’s telegraphic instructions contained in its telegram No. 31, of 
July 10, 6 pm., I reported the result of my discussions with the 
Foreign Minister about recent press items published in London to 
the effect that American interests in Uruguay were being jeopardized 
by the foreign exchange negotiations now being conducted between 
Great Britain and Uruguay, as a result of British insistence, with 
threat of compulsory action, that Uruguay allocate the greater part 
of its sterling exchange in settlement exclusively of all British exchange 
requirements thus seriously prejudicing payment of American and 
other foreign obligations of Uruguay, I have the honor to report, in 
amplification of both of my above quoted telegrams, that I had the 
opportunity of talking to the Minister of Foreign Affairs yesterday 
evening and this morning. In both interviews his conversation in- 
dicated considerable anxiety as to Uruguayan ability to resist British 
pressure now being exerted to compel allocation to Great Britain of all 
sterling exchange. 

The attitude of the Foreign Minister reflects general sentiment in 
this country and is based primarily, as far as I am able to ascertain, 
on the exceedingly precarious economic condition in which Uruguay 
would be placed at once in case of the slightest cessation of its meat 
exports to Great Britain. It is evident that the fear of a possible 
curtailment in these meat exports to Great Britain dominates the mind 
of the Foreign Minister to an extent which he appears unable to hide. 
Complying with the Department’s telegraphic instructions, I re- 

called in the course of my discussion with him that the existing
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arrangement regarding interest service of a flat 314% basis on Uru- 
guayan dollar bonds undoubtedly favored British holders as the Brit- 
ish share of these bonds was originally issued at 314% interest whereas 
American holders had to suffer cuts in interest yield which in some 
instances amounted to 50%. I also referred to the Roca Agreement 1*4 
between Argentina and Great Britain in which Argentina had made 
reservations for exchange funds necessary to effect payment of service 
on Argentina’s public external debts in countries other than Great 
Britain. 
Minister Arteaga was familiar with the Roca Agreement and stated 

that he considered it as fair. Moreover he thought that Uruguay was 

acting along similar lines. In my interview this morning, as reported 
in telegram No. 48 of the above two telegrams, he stated that he hoped 
that it would be possible to retain 10% of sterling exchange for the 
exchange requirements of other countries than Great Britain. This, 
he stated, in addition to the exchange acquired through sale of Uru- 
guayan exports to countries other than Great Britain would suffice for 
distribution of exchange to American and other interests in a manner 
which would not be discriminatory against them as compared to the 
amounts paid to Great Britain. 

I spoke to him then on my reliance on his own sense of fairness and 
expressed our confidence that the Uruguayan Government would 
strongly resist any effort which might be made to have it discriminate 
against American interests. To this he replied that his Government’s 
endeavor to retain a 10% balance of sterling exchange was evidence 
of Uruguayan desire to avoid discrimination and said that he would 
try to maintain insistence on the retention of the 10% balance as long 
as it could be done without prejudice to Uruguayan interests. 

- Respectfully yours, Leon DomMInIaAn 

810.5151 Williams Mission/32 | 4 

The Chargé in Uruguay (Dominian) to the Secretary of State — 

No. 673 MonTeEvipeo, July 16, 19384. 
| | [Received July 30.] 

Sir: I have the honor to acknowledge the receipt of the Depart- 
ment’s instruction No. 258 of July 5, in which referring to the De- 
partment’s telegram No. 30 of July 3, relative to arrangements made 
with the Federal Reserve authorities for the visit of Mr. John H. 
Williams, economist of the Federal Reserve Bank of New York, the 
Legation is informed that Mr. Williams, accompanied by Mr. Donald 
R. Heath of the Division of Latin American Affairs of the Depart- 

32 League of Nations Treaty Series, vol. cxim, p. 67. 
* Not printed.
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ment, will arrive in Rio de Janeiro on July 13 and will thence proceed 
to Buenos Aires prior to returning to the United States by way of the 

West Coast. 
It is gratifying to find that the Department considers it desirable 

that Mr. Williams should visit Montevideo and be of assistance in the 
problems arising in Uruguay as a result of exchange control in the 

country. It is noted also that Mr. Williams himself is anxious to 
include Montevideo in his itinerary, subject to the limitations in time 
of leave granted him by the Federal Reserve authorities. 

A review of the exchange situation at the present moment leads 
| me to conclude that Mr. Williams’ presence at Montevideo, for part 

of a day, at least, while on his way to Buenos Aires would be of posi- 
tive importance. I am enclosing herewith copies of a telegram and a 
letter addressed to him*® which are self-explanatory regarding the 
value of not omitting Montevideo from his itinerary. His visit, 
should he decide to make it, will be all the more useful in view of __ 
the conversations on problems of exchange which have taken place 
between Minister Wright and the Ministry of Foreign Affairs, and 
which I am carrying on since Mr. Wright’s departure. As steamers 
proceeding to Buenos Aires by way of Montevideo usually stop over 
during a great part of the day in this city, it is believed that the en- 
forced stay in the capital will provide Mr. Williams with sufficient 
time to meet the leading officials and business men here who are deal- 
ing with the exchange problems of Uruguay. Care will be taken to 
provide him with the necessary contacts within the duration of his 
stay, and the Department will be kept informed of developments as 
they arise. 

Respectfully yours, Lzon DomIn1IANn 

810.5151 Williams Mission/24 : Telegram 

The Secretary of State to the Ambassador in Brazil (Gibson) 

WasuHineton, July 17, 1934—7 p. m. 

83. For Doctor Williams. Recent developments in the exchange 

situation in Uruguay prejudicial to American interests make it seem 

highly important that you visit Montevideo and study the problem 
there. I very much hope that you will find it possible to do so, even 
though this may mean extending your trip 10 days or 2 weeks longer. 

Hoi 

1 Neither printed.
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833.51/595 : Telegram 

The Secretary of State to the Chargé in Uruguay (Dominian) 

WASHINGTON, July 19, 1934—1 p. m. 

82. Your 47 and 48, July 12,6 p. m., and July 18,2 p.m. From 
preliminary consideration of the matter it seems clear that retention 
of 10 per cent of sterling exchange for use in allocation of exchange 
to countries other than Great Britain will not allow Uruguay to give 
anywhere near as favorable treatment to American exporters and in- 
vestors in allocating exchange as she apparently proposes to give 
British exporters and investors. Please discuss this with the Foreign 
Minister and report his views. Discrimination in Uruguay against 
American interests obviously must cause unfavorable reaction in this 
country. 

Hoi 

‘ 833.51/597 : Telegram 

The Chargé in Uruguay (Dominian) to the Secretary of State 

Monreviveo, July 20, 1934—5 p. m. 
[Received July 20—4: 28 p. m.] 

49. Department’s telegram No. 32, July 19,1 p.m. In view of 
absence from capital of Minister for Foreign Affairs, I discussed 
today with Undersecretary of Foreign Affairs the matter of preven- 
tion of discrimination against American interests in allocation of ex- 
change. Undersecretary informed me that no decision had been 
reached as a result of exchange conversations with Great Britain and 
expressed assurance that Minister for Foreign Affairs would keep 
me informed of the progress of exchange discussions between Uruguay 
and Great Britain. I hope to report further after return of Minister 
for Foreign Affairs who is expected tomorrow. 

DoMmINnIAN 

833.51/598 : Telegram 

The Chargé in Uruguay (Dominian) to the Secretary of State 

Montevipro, July 23, 1934—5 p. m. 

[Received 7:06 p. m.] 

50. Referring to Department’s telegram No. 32, July 19, 1 p. m. and 
my telegram No. 49, July 20, 5 p. m. 

I have discussed again with the Minister for Foreign Affairs on 
Saturday and today the question of prevention of possible discrimina- 
tion against American interests in allocation of foreign exchange. He 
believes no discrimination will exist as long as the same percentage,
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based on the value of country’s imports of Uruguayan products, is 
provided respectively to each importing country and suggests that 
increase in American purchases of Uruguayan products, principally 
meat, will provide increasing amounts of dollar exchange. He also 
emphasized the difficult economic position in which Uruguay is now 
placed as a result of scarcity of foreign exchange due to the insufficient 
quantity of its exports. I have called his attention to the inevitable 
conclusion which will be reached in the United States that discrimina- 
tion against American interests exists if sufficient dollar exchange to 
meet American requirements of trade and of investment services is not 
provided while British investors and exporters continue securing all 
sterling exchange they need. He informed me the British have com- 
plained of discrimination against them because the percentage allotted 
to American interests has been higher in the past than that given to 
British. However, Minister stated definitely today that equal treat- 
ment would be extended and that he would be able to make more 
definite statements when British negotiations had progressed further. 
A paraphrase of this telegram is being provided to the Minister for 
Foreign Affairs to avoid possibility of misunderstanding. 

DomINIAN 

810.5151 Williams Mission /45 

The Chargé in Uruguay (Dominian) to the Secretary of State 

No. 685 MontevipEo, July 31, 1934. 
[Received August 13.] 

Sir: Referring to my despatch No. 673, of July 16, 1984, and No. 
677, of July 20, 1934,!* relative to the call in Montevideo of Messrs. 
John H. Williams and Donald R. Heath, I have the honor to report 
that both of these gentlemen, accompanied by Dr. Eric Lamb of the 
Federal Reserve Bank, reached Montevideo on July 27th and left for 
Buenos Aires on the evening of the 28th. 

I am enclosing herewith a copy of the schedule of their activities 
during their stay in this capital.” The series of their conferences was 
initiated by a luncheon with the American Association of Uruguay, 
an association which acts as an American chamber of commerce in 
this city. The luncheon was attended by the members of the executive 
and commercial committees of the above-named association, and pro- 
vided an opportunity for Dr. Williams to become acquainted with the 
viewpoints of the representatives of American interests operating in 
Uruguay. Throughout the luncheon Dr. Williams made a point of 
asking questions of the members present to familiarize himself with 
their views and desires. 

*% Latter not printed. 
* Not printed.
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The luncheon was followed by the presentation of the visitors to 
the Minister for Foreign Affairs at 2:30 p.m. I had arranged for 
this meeting to enable these gentlemen to pay their respects to the 
Minister, and also with the idea of providing for an exchange of 
views on the Uruguayan exchange situation between Dr. Williams 
and the Minister for Foreign Affairs, who is intimately acquainted 
with exchange developments in Uruguay and who has taken the lead, 
personally, in the exchange negotiations carried on between his coun- 
try and several of the countries which provide the Uruguayan market 

with foreign exchange. 
This call was followed immediately by a round table conference 

at the Ministry of Foreign Affairs. The Minister attended the con- 
ference in person together with the chief of the Commercial] Section 
of the Ministry of Foreign Affairs, the Director of the Bank of 
Uruguay and representatives of American and Uruguayan interests. 
Consul General Leslie E. Reed, whom I had asked to accompany me 
to this meeting, was also present. The Uruguayan viewpoint on the 
exchange situation was submitted to Dr. Williams by the Minister 
for Foreign Affairs, supported by the representatives of Uruguayan 
interests who were in attendance, while the American views were 
presented by the manager of the local branch of the National City 
Bank, Mr. H. H. Whitman, who is also President of the American 
Association of Uruguay. ‘Technical discussions and details of this 
conference will be incorporated in Dr. Williams’ analysis of the obser- 
vations made on his trip. 

The argument developed by the Minister for Foreign Affairs con- 
sisted in the statement that foreign exchange was becoming increas- 
ingly scarce in Uruguay as Uruguayan exports tended to decline, and 
that this scarcity of exchange was now accompanied by pressure on 
the part of European countries having favorable commercial balances 
in their trade with Uruguay for recovery of their respective exchange 
through Uruguayan purchases of their products. The Uruguayan 
Government was thus being forced into canalization of its foreign 
trade on a basis of purchasing from the countries which purchased 
from Uruguay. The Minister expressed himself as being opposed to 
this method of international trade but spoke of it as a case of force 
majeure at the present time, in order to prevent cessation of meat 
exports from Uruguay. He then gave voice to opinions which I 
have previously reported to the Department, namely, that foreign ex- 
change would be provided mainly, under the Uruguayan exchange 
control system, to importers of the nationalities which purchased from 

_ Uruguay and that where exchange would be allotted to any one coun- 
try in amounts representing percentages of the value of that country’s 
purchases of Uruguayan products, the same percentage would be 
attributed to other countries in order to prevent discrimination.
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Throughout the conference it was apparent that the Uruguayan 
- position was controlled almost exclusively by the fear of a possible 

cessation, or a curtailment, of its meat exports to the main purchasing 
countries. The Minister for Foreign Affairs stated several times that 
Uruguay was forced to adopt the exchange restrictions now being 
put into effect because of the insistence which countries like Great 
Britain, France, Germany and Italy were maintaining for the return 
of all exchange emanating from each one of them respectively. 

In the course of this conference, Dr. Williams drew on his broad 
experience to summarize the Uruguayan situation and was able to 
convince the Minister for Foreign Affairs that a policy of restricting 
imports, although perfectly sound, might defeat its purpose if applied 
unwisely or in a manner which would prevent the pooling by Uruguay 
of foreign exchange flowing into the country so as to make use of 
the foreign currencies in the payment of its external obligations as 
well as in the best interests of the Uruguayan consumer. Dr. Williams 
spoke with authority, based on intimate knowledge of exchange con- 
ditions in various important countries of the world. I noticed that 
the Uruguayan gentlemen present at the round table conference, and 
in particular the Minister for Foreign Affairs, were greatly impressed 
by his statements. 

Later in the evening, Dr. Williams had an opportunity of discussing 
further the Uruguayan exchange problem with the Minister for For- 
eign Affairs, as both met at the Legation as my guests for dinner. 

On the 28th, Dr. Williams and his party met the Director of the 
Banco de. la Reptblica Oriental del Uruguay, at the Bank’s offices, 
to discuss particular aspects of the country’s exchange problem and 
in order to obtain data regarding the present exchange situation. 
This meeting lasted an hour, and enabled Dr. Williams to obtain an 
insight into the practical working of the Uruguayan exchange control, 
which is exercised through the agency of the Banco de la Reptblica 
Oriental del Uruguay. The bank is also the Uruguayan correspondent 
of the Federal Reserve Bank. 

The meeting at the Bank was followed by a courtesy call on the 
Minister of Finance. The Minister for Foreign Affairs kindly under- 
took to present the three visitors to his colleague and I accompanied 
them to the Ministry of Finance. There the Finance Minister, Seftor 
Manini Rios, indicated that while Uruguayan finances were in favor- 
able condition and the country enjoyed a balanced budget, it was 
nevertheless necessary to prevent a flow of foreign currency out of 
the country in excess of the amount brought in. 

In the afternoon, the Minister for Foreign Affairs received Messrs. 
Williams, Heath and Lamb at his home, the opportunity being thus 
offered for further discussion of various aspects of the Uruguayan
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exchange situation. Dr. Williams’ report will contain the technical 

considerations which are, perforce, omitted from this despatch. 
It is gratifying to find that I am able to report that the visit of Dr. 

Williams to Montevideo at this time may be considered as particularly 
fortunate. His profound knowledge of economics and his familiarity 
with foreign exchange problems created a favorable atmosphere 
around him whenever he found himself among Uruguayan officials 
and disposed them to listen attentively to his remarks. I was struck 
with the excellent impression he had created when we went to the 
Ministry of Finance, and I am in a position to substantiate this ob- 
servation in the following manner. While our call at the Ministry 
of Finance was in progress I noted that an undertone conversation 
took place between the Minister for Foreign Affairs and the Minister 

of Finance, on ways and methods of enforcing exchange control in the 
course of which the Minister of Finance said to his colleague that they 
would be fortunate if they could find an advisor as competent as 
Dr. Williams, or—pointing to Messrs. Heath and Lamb—a young man 
of the caliber of these two men, in order to place him in charge of 
the exchange control system. These remarks, although not particu- 
larly intended for my ears gave me an opportunity later in the day 
to intimate discreetly to the Minister for Foreign Affairs that I would 
be happy to ascertain whether the services of a technical official of the 
Federal Reserve Bank would be available for a short period if he 
thought that the employment of such an experienced expert would be 
of advantage to the Banco de la Repdblica del Uruguay. His reply 
was that he personally favored the temporary employment, as ad- 
visor, of one of our trained banking officials, but he thought that the 
present political situation in the country would not permit employ- 
ment of foreigners. 

There is no doubt, however, that Dr. Williams’ statements on the 
exchange situation made a profound impression on the Minister for 
Foreign Affairs, as well as on the Director of the Bank of the Republic. 
In that respect his visit to Montevideo was an unqualified success. 

Respectfully yours, Leon DomiInian 

833.5151/194 : Telegram 

The Chargé in Uruguay (Dominian) to the Secretary of State 

Monreviveo, August 8, 1934—3 p. m. 
[Received 3:10 p. m.] 

54. Control of free exchange mentioned in my telegram 53, August 
2,4 p. m.,!* will become effective on August 15th according to a decree 
dated August 4. D 

OMINIAN 

*% Not printed. 

789736—52——-46
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810.5151 Williams Mission/61 

Lhe Secretary of State to the Chargé in Uruguay (Dominian) 

No. 287 WasHineTon, October 5, 1934. 

Sir: There is transmitted herewith a copy of the section relating 
to Uruguay of the report of Dr. John H. Williams, of the Federal 
Reserve Bank of New York, of his mission of investigation of Ameri- 
can foreign exchange problems in certain South American countries. 
Copies of the full report *® are being sent you under separate cover. 
These copies should be kept in the confidential files of the Legation 
and the Consulate General, and precaution should be taken to prevent 
any material in the report from reaching unauthorized persons. 

You are requested, in accordance with the suggestion made on 
page 34 of the report,” to investigate the complaint that the amount 
of exchange allocated by the Uruguayan Exchange Control for im- 
ports from the United States is less than it should be because ex- 
change necessary for payment of petroleum products imported by 
American companies from South American producing areas is charged 
to the limited quota of exchange set aside by the control for imports 
of American origin. Should your investigation show this complaint 
to be founded, your report should be accompanied by an expression of 
your views as to the advisability of making representations. 

You are also directed, in accordance with the suggestion contained 
on pages 35 and 386 of the report to inquire orally of the appropriate 
authorities of the Uruguayan Government as to the maturity of the 
new issue of amortizable obligations which it is understood will be 
offered to foreign holders of blocked credits in Uruguay and to point 

out informally, as being in Uruguay’s own interest, that their term 
should be as limited as possible. The Department realizes that it 
may be thought necessary to the Uruguayan program of orderly 
operation and eventual liberation of exchange control to remove the 
pressure on the exchanges of the present accumulation of frozen 
credits by spreading their transfer over a certain period of time, but 
any attempt to fund them into long term obligations would tend, it 
is believed, to defeat this object. It would, besides, inflict unjustified 
further hardships and losses on American holders of frozen credits 
in addition to those already suffered as a result of Uruguayan control 
of exchange, whereas, no restriction has been placed by this Govern- 
ment on remittances to Uruguay. American subscribers to the amor- 
tizable obligations previously issued by the Uruguayan Exchange 
Control have had no regular market or facilities for discounting them 

* Vol. Iv, p. 398. : 
* Ibid., p. 420, first paragraph. 
* Ibid., p. 421, fourth paragraph.
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and if the proposed new issue should be of long term obligations, it 
would be difficult, if not impossible, to create a satisfactory market 
for their sale or discount under present conditions. It is anticipated 
that, rather than accept possibly unmarketable long term obligations, 
many holders of blocked balances would be forced to take the losses 
which would be incurred by transferring their credits through the 
free market. 

The Department would appreciate receiving by air mail any com- 
ments or expression of views which you may care to make on the 
matters treated in the report. It would be helpful to the Department 

_ in its consideration of the exchange problem if the Legation, in con- 
nection with the Consul General in Montevideo, were to prepare a 
study of the balance of payments between Uruguay and the United 

States in 1933 and an advance estimate of the balance for 1984. 
Very truly yours, For the Secretary of State: 

SuMNER WELLES 

833.5151/236 

The Chargé in Uruguay (Dominian) to the Secretary of State 

No. 794 , Montevipeo, October 17, 1934. 
[Received October 29. | 

Sir: The importance of the removal of exchange restrictions in 
Uruguay as an aid to the country’s international trade led me to in- 
quire of the Director of the Bank of the Republic, in the course of 
a conversation which I had with him on October 15, as to whether | 
there existed any likelihood of a total return to free exchange trans- 
actions in Uruguay. I have the honor to report that the Director 
stated that every effort was now being exerted by the appropriate 
agencies in Uruguay to reestablish the system of free exchange trade 
at the earliest possible moment. According to him, each step taken 
in the exchange control system adopted during the last two years con- 
stituted a stage in approaching the goal of the total removal of ex- 
change restrictions. He stated that he now hoped that exchange 
control would be totally removed in Uruguay in the course of the 
first six months of 1935, unless some unforeseen event should force its 
continuation. 

In making this statement, however, the Director of the Bank stated 
that control over importations would not be lifted as he, along with 
the Government officials entrusted with the supervision of the import 
and export trade were of the opinion that the control over imports 
recently inaugurated would have to be maintained until complete 
economic recovery of Uruguay had taken place and until they thought 
it necessary to prevent the importation of articles which were deemed 
unnecessary, although not classed as luxuries.
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It would appear, therefore, that the difficulties with which ex- 
porters to Uruguay have been contending would not disappear en- 
tirely with the abolition of the exchange control system, but that the 
maintenance of a restrictive supervision over imports to Uruguay 
might still be attended by hindrances of the order which have been 
experienced lately in connection with exchange problems. 

Respectfully yours, Leon Domintan 

833.5151/238 

The Chargé in Uruguay (Dominian) to the Secretary of State 

No. 802 Montevipeo, October 20, 1934. 
| Received November 5. ] 

Sir: Referring to the Department’s instruction no. 287 of October 5 
requesting that an investigation be made of the complaint that the 
amount of exchange allocated by the Uruguayan exchange control for 
imports from the United States is less than it should be because ex- 
change for petroleum products, imported by American companies from 
South American producing areas, is charged to the quota of exchange 
set aside by the exchange control authorities for imports of American 
origin, I have the honor to inform the Department that this com- 
plaint was the subject of discussion in 1933 and during the spring 
of 1934 between the Chairman of the Commerce Committee of the 
American Association of Uruguay, which association acts as the 
American Chamber of Commerce of Uruguay, and the Director of the 
Bank of the Republic which institution is vested with the control of 
exchange. According to figures compiled by the American Associa- 
tion of Uruguay on the basis of Uruguayan statistics, the American 
quota of exchange for 1983 includes the amount of $1,816,195 in pay- 
ment of petroleum products practically no part of which was con- 
sidered to have originated in the United States. This amount is part 
of a total of $10,441,019 allocated to the United States as dollar ex- 

change in 1933 by the Uruguayan exchange officials. 
In the course of the above mentioned discussion, the Bank justified 

its policy, of charging exchange given in payment of petroleum prod- 
ucts handled by American companies in Uruguay to the United States 
exchange quota, on the ground that such products were handled, 
financed, transported and sold by American companies which, by en- 
gaging in the business, obtained the major part of the profit resulting 
from the operations. 

It appears that during the first six months of 1934 the American 
oil companies operating in Uruguay received $702,000 at the official 
rate. Whether these companies will continue to receive exchange at
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the official rate is not known in view of the intention of the Govern- 
ment to restrict the granting of official exchange to Government pur- 
chases only. It is understood that the oil companies would be satisfied 
if they could continue obtaining exchange at the so-called compensated 
rate of exchange which is an intermediary rate between the official and 
the free rate and is worth slightly more than the latter. However, 
there is nothing to warrant belief in the continuation of the awarding 
of exchange at rates other than the free rate, as the present tendency 
of the Uruguayan exchange control office is to direct exchange trans- 
actions into the free market. If, eventually, the oil companies obtain 
exchange at the free rate only, the cost of oil products will increase in 
Uruguay. 

The determination of the amount of that portion of exchange, in the 
quota allotted to American interests, which represents payment for 
oil derived from non-American territory, is stated to be complicated. 
It appears that the origin of the oil supplied to Uruguay by American 
companies varies from month to month according to the dictates of 
the commercial and economic convenience of the companies interested. 
The preliminary figures of exchange allotment by countries for the 
month of September, 1934, indicate that out of a total of $171,708.64 
allotted to American exporters there was included about $94,000 for 
petroleum products. The quantity of petroleum emanating from fields 
in the United States included in that total is known only to the petro- 
leum companies which do not give out their statistics or information 
as the particular phase of the exchange problem, considered in this 
despatch, is one in which they are not interested. It is not unlikely, 
however, that the Uruguayan customs statistics may contain data on 
the quantity of oil of non-American provenience imported by Ameri- 
can companies. 

The Texas Oil Company claims to be the only American oil com- 
pany whose exports to Uruguay are of American origin. The other 
American oil companies appear satisfied with receiving dollar ex- 
change for the total amount of their imports into Uruguay. Their 
business may be seriously jeopardized if they are unable to continue 
receiving dollar exchange for all the products they sell in Uruguay. 
The complaint that dollar exchange provided for oil products of non- 
American provenience is part of the quota assigned to the United 
States emanates from American exporters who do not deal in oil 
products. Their viewpoint differs from that of the oil companies, 
thus giving rise to two distinct, and possibly opposing, currents of 
ideas on the subject. 

The difficulties inherent to the determination of the value of oil 
of strictly American origin may have been taken into account by the 
Commerce Committee of the American Association of Uruguay after
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its discussions last spring with the Bank of the Republic as the subject 
appears to have been dropped until the arrival of Dr. Williams in 
Montevideo last July. Neither does it appear to have been considered 
subsequently in the form of a formal complaint. 

In view of the existence of apparently divergent viewpoints in the 
two groups of American exporters consisting respectively of exporters 
of oil and its products and of exporters of commodities other than 

petroleum products, and, moreover, in view of the possibility of the 
removal of exchange control indicated in my despatch No. 794 of 
October 17, 1934, it is submitted respectfully that representations be 
made only after formal complaint has been received at the Depart- 
ment or the Legation from legitimate importing interests, if condi- 

tions existing at the time of the receipt of such complaints warrant 
the representations being made without general prejudice to American 
interests. 

Respectfully yours, Leon DomInIAN 

810.5151 Williams Mission/68 

The Chargé in Uruguay (Dominian) to the Secretary of State 

No. 871 Monrtevinro, December 11, 1934. 

[Received December 26. ] 

Sir: In its instruction No. 287 of October 5 the Department indi- 
cated that it would find it helpful if a study of the balance of pay- 
ments between the United States and Uruguay could be prepared, and 
on page 8 of the Legation’s despatch No. 805 of October 23, 1934,?? 
I informed the Department that the Department’s suggestion would 
be complied with. I have the honor, in pursuance of the above, to 
enclose herewith a preliminary report ” prepared by Vice Consul Lip- 
pincott, who has been detailed to the Legation pending the arrival of 
Mr. Paul J. Gray, recently assigned as Third Secretary. 

It may be noted from the report that the adverse balance of pay- 
ments which characterizes Uruguay in its economic relations with the 
United States is gradually being reduced, as it has decreased from 
over $4,000,000 U. S. currency in 1933 to an estimated amount of a 
little over $1,000,000 U. S. currency for the year just about to end. 
Lack of precise information regarding the items which enter into 
the determination of the balance of payments prevents these figures 
from representing more than an approximation. As such, however, 
it is believed that they indicate, with fair accuracy, the present situ- 
ation. 

Respectfully yours, Lon DomInian 

73 Not printed.
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Negotiations between bondholders’ Nore'gn io ne gers ah Coun- 
representatives and  Salva- ’ ’ ’ 
doran Government, 272-274, France (see also under Haiti) : Com- 
275-276, 277-279 mercial relations with various coun- 

Salvadoran attitude, 266, 269-270, ore age “, ae acai 493, 
271, 272, 275, 277, 279 ’ ’ ity irom Mexico, 

U. S. informal representations to 399, 401, 409 
Salvadoran Government upon . . . . 
bondholders’ requests, 263-272, Germany mercial eS Ais 
274-275, 276, 278 ye me ee! 

Loan Contract of 1922. See Foreign ae mre don ey aot 373, 3 i or oO 
debt, supra. , 1€0, , 

Martinez government, problem of | ,, 401, 409 » . . 
recognition, 216-257 Good neighbor” policy of United 

Central American General Treaty States, 550, 554 
of Peace and Amity (1923),| Gospel Missionary Union, 212 
proposed revision as part of| Great Britain. See United Kingdom.
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Guatemala (see aiso El Salvador: Mar- | Haiti—Continued 
tinez government: Recognition), Trade agreement with United States, 
280-292 proposed, 308-333 

Trade agreement with United States, Draft text, 324-329 
preliminary discussions regard- Negotiations, 308-324, 329-333, 345, 
ing, 280-292; problem of contra- 348, 349, 352 

band traffic in chicle, 286-287,| Treaties and agreements with United 
289-290, 291-292 States: 

Trade relations with various coun- Accord of Aug. 7, 1933, and modi- 

tries, 282, 284, 285, 291 fication of July 24, 1984. See 
es Financial control, supra, and 

Haiti, 293-371 ‘ . ’ 
American Scientific Mission, with- vitre. . Marines: Agreement, 

Cabinet chongee one 805 Treaty of relations, proposed. See 

Coffee, significance in Haitian trade under Financial control, supra. 
with other countries, 317-318, Treaty of Sept. 16, 1915, U. 8. ap- 
334-339 passim proval under art. IX of treaty 

Financial control exercised by United of Haiti’s agreement with 
States under Accord of Aug. 7, France and proposed agree- 
1983, negotiations for termination ment with Italy for reduction 
of, 339-371 of tariff rates, 383-339 

Desire of Haiti for, 339-340, 346 U.S. Marines, withdrawal of, 293-308 
General outline of plan for termi- Agreement between United States 

nation of control, 349-352 and Haiti modifying Accord of 
Loan of 1922, protection of, 340, Aug. 7%, 1983: Negotiations, 

847, 350, 351, 353-857, 362-365 295-296, 296-297, 298-301, 303, 
National Bank of Haiti, negotia- 308; text signed July 24, and 

tions for purchase by Haitian prior exchange of notes, 304- 
Government, 342, 343, 349-351, 306 
352-356, 357, 358, 359, 366-371 Ceremonies of Aug. 21 celebrating 

Refunding loan, proposed, 340-344, withdrawal, 306-307, 308, 370 
345-348, 348-349 Transfer of certain U. S. property 

Treaty of relations, proposed, 341, to Haitian Government, 293— 
846, 353, 354, 355, 360-362, 365— 295, 296, 801-308, 306, 352, 367 

_ , 366; draft text, 357-358 Visit of President Roosevelt to 
Visit of President Vincent to United Haiti, 296-298 ; communiqué is- 

States, 348-349; joint state- sued by Haiti, July 5, 300-301 
ment with President Roosevelt} J. §. property and matériel, transfer 

_issued Apr. 17, 352 to Haiti in connection with with- 
Foreign debt. See Financial control: drawal of U. S. Marines, 293-295, 

oan sop ; 1928, and Refunding 296, 301-308, 306 

France, efforts leading to agreement | “Hands off” policy of United States, 589 
for favorable tariff treatment, | Honduras (see also El Salvador : Martt- 
312, 318, 333-336; U. S. approval nez government : Recognition) , 372- 
of agreement under art. IX of 384 
Treaty of 1915, 333, 336-338 Arms and munitions of war, U. 8. con- 

Garde d’Haiti, Haitianization of, and tinuation of embargo at Hon- 

withdrawal of U. S. Marines. duran request, 382-384, 561 

tal See U. 8, Marines, me a. ' Nicaragua, relations with, 220-221 

aly, proposed agreement tor favor-| ‘Trade agreement with United States, 
able tariff treatment, 318, 338— preliminary discussions respect- 
339; U. S. approval under art. ing, 372-882 

IX of Treaty of 1915, 339 Trad : lations with various coun- National Bank of Haiti. See under ra be re 3 . 373-375 376-277, 381 
Financial control, supra. ries, 372, a , 

President Vincent: Treaty of friendship, commerce, and 

Meetings with President Roosevelt consular rights with United 
in Haiti and in United States, States, 1927, cited, 377, 381 

296-298, 300-301, 348-349; . . 
joint statement issued Apr. 17, | Inter-American Highway, 89, 507 
352 Italy (see also under Haiti) : Commer- 

Messages from President Roose- cial relations with various coun- 

velt, Aug. 138, in connection tries, 86, 390, 391, 393-394, 515; 
with withdrawal of U. S. Ma- indemnity from Mexico, 399, 401, 
rines, 306-307, 370 409
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Japan, commercial relations with— Mexico—Continued 
Cuba, Japanese competition with Rio Grande, problems with respect to 

American trade, 124-125, 129-133, rectification of, 477-479, 480-482, 
140-141 483-484 

Other countries, 284, 291, 373, 374, Trade agreement with United States, 
876-877, 390, 523-525 preliminary discussions regard- 

ing, 385-398 ; modus vivendi, pro- 

King, Senator William, opinion on U. S.- posed, 388-398 | 
Mexican claims settlement pro- Trade relations with various coun- 
posals, 401 tries, 121-122, 287, 390, 391, 

393-394. 
Labor problems in Cuba, 102-103, 104, Treaties and agreements with United 

105, 182 States: 98 
er ‘ oa Boundary conventions of 1884 and League on ations, Economic Commit 1889, cited, 477-478 

Loans. See Foreign debt under Domin- santa ee enone) (86 od . we 
ican Republic, El Salvador, Pan- 418: 1923 ABT - 1932 400 "457 , 
ama, and Uruguay; also Haiti: Missi sg , E , d , , 
Financial control: Loan of 1922, ISSlonaries. ce ecuador. 
and Refunding loan. Montevideo Conference, 1933, 140, 332, 

London Economic Conference, 140 ae 340, 344, 345, 346, 581n, 584, 

Manufacturers’ Trust Co., 263-264, 268 Most-favored-nation principle ( see also 
Mexico, 385-490 Trade agreements), U. s position 

? . : relative to liquidation of American 
Boundary prestions, U. 8.-Mexico, frozen credits in Chile, 29, 30, 41, 

. ° . 43, 45 
cee ORES Go TD uO Aen Munitions. See Arms and munitions of 

Rio Grande, effort to solve rectifi- war. 

ono. age age 47-479, 480-| National City Bank of New York, 27, 
, 4 34 

Chamizal area, Mexican reservation Ni carasua (tee * ot an Salvador: 
of rights in, 479-480, 482-4838 . . 

Chinese nationals, Uz S. efforts to stop tion) gotta ent *  Recogni 

free Me Wwe 490. States} American aviator, question of partici- 
trom Mexico, 48 ; pation in military service in 

Claims, U. S.-Mexico, convention and Nicaragua, 538, 547 

protocol for settlement of, 398-| Arms and munitions of war, proposed 
AUT . lifting of U. S. embargo on ex- 

Negotiations, 398-466 portation to Nicaragua, 555-556, 
Santa Isabel claims, 415-416, 487, 559-562; Nicaraguan attitude 

aa 441, 442, 448-444, 451-452, and resultant arrangement, 562- 
4 

Signature and press statements,| Bryan—Chamorro Treaty, 491, 507 
465-466 Claims Commission, 565-575 

Texts: Payment of awards, arrangement 
General claims, protocol regard- for, 571, 572-575 

ing: Prolongation of life and extension 
Draft, 480-486 of jurisdiction, 565-570, 572, 
Text signed Apr. 24, 470-476: S74 

exchange of notes signed Coffee, significance in Nicaraguan 

Feb. 1, 1985, 476-477 trade with other countries, 511- 
Special claims, convention for en _ 918, 523 woae 

bloc settlement of: Financial affairs, disclaimer by De- 
Drafts, 419-421, 444-446. 455- partment of State of any special 

458 , , re pouship with respect to, 
575-580 

Text | ane far eee Ain Guardia Nacional (see also under 
. gne : DY. w4; . Political unrest, infra), cost of 

Claims Commission, U. S.—Mexico maintenance, 560, 576-577 
(see also Claims, supra), de-| Honduras, relations with, 220-221 

_ cisions cited, 203 Inter-oceanic canal, 491, 507 
International Boundary Commission, Japanese trade, effect of unfavorable 

U. S.-Mexico. See Boundary balance on Nicaraguan economy, 
questions, supra. 5238-525
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Nicaragua—Continued Panama—Continued 
Noninterference policy of United Anti-American pronouncements of 

States. See Financial affairs, Panamanian municipal official, 
supra, and Political unrest: U.S. protest of U. S. Minister against, 
policy, infra. 638-640; disapproval of U. S. 

Political unrest, 526-558 Secretary of State, 640 

Anti-American propaganda, 5385- Bonds. See Foreign debt, infra. 
536, 551, 554-555, 556, 657 =| Boundary dispute with Costa Rica, 

Constitutional government of Presi- influence of U. §.-Panamanian 

dont Sacasa, efforts to restrain | Tand agreements, 000-610, 611 
Somoza (Guardia Nacional) Canal Zone, U. SPanamanian ad- 
and Sandino factions, 526-532, . ive prodlems: Annuity payments, objection by 
533-535, 5387-538, 539-541, 542- Panama to U. § t i 
548, 545, 546-547, 548-549, 551, de i " qt ila. elo B15. | 18, 
556, 560: U. S., Mexican, and bode DS. atutede. BIG oir 
Salvadoran attitude’ (see also 604.696 attitude, , 
U. S. policy, infra), 533, — | : 
536, 588-539, 541-542, 543-544, Commissary sales, 583, 084, 590, 
545, 549, 550 . : 

Guardia Nacional. See Constitu- Fea arn eet question of 
tional government, supra, and y sur- ) ] ’ render of surplus lands, 582- 
U.S. policy, infra. 583 585-586 592 

Moncada, José Maria, 528, 540-541, Personnel policy in Canal Zone 

552-554, 555 ee service, 603-609 
Sandino (see also Constitutional Price and supply discrimination 

government, supra), murder of, against Panamanian products, 
529-530, 532, 552, 556 583-584 

Somoza, Gen. Anastasio. Sce Con- Trans-isthmian highway, 582, 586, 
stitutional government, supra. 610 

U. S. policy of noninterference in + ‘ 
internal affairs, and efforts to Pore er A gig. en ge on 
forestall or refute certain alle- 623 , , , ? 
gations, 535, 588-539, 541-542, 
547, 549, 550, 551-558, 559-560,] Free port, proposed, 612 
562, 563-564 President Arias: Conversations with 

Sugar. See under Trade agreement, President Roosevelt, Oct. 1933, 
infra. on various problems, 581, 582, 

Trade agreement with United States, 583, 584, 588-589, 590-591, 593- 
preliminary discussions respect- 594, 596-597, 612-613, 617-618, 
ing, 491-526 ; sugar question, 492- 628, 636-637; radio broadcast 
496, 508, 515, 517-518, 519, 522, plan, 634-635 
525-526 | Radio communications: 

Trade relations with various coun- Convention with United States, 
tries, 8377, 381, 491-492, 515, 523- proposed, 591-592, 593, 610, 
525 628, 632, 686-637, 638 

U. S. policy of noninterference in in- Panamanian concern over U. S. 
ternal affairs. See Financial Navy domination of ship to 
affairs and under Political unrest, shore wireless traffic, 582, 585, 
supra. 587-590, 590-591 

Nitrates, influence in problem of Chilean Stations, negotiations concerning 

exchange restrictions, 8, 9, 16, 18, proposed transfer of two sta- 
20, 21, 24, 27, 41, 42, 46-47 tions by U. S. Navy to Panama, 

Noninterference policy of United States. 626-634, 635, 638; President 
See Nicaragua: Financial affairs Arias’ personal broadcast plan, 
and Political unrest: U. S. policy. 634-635 

Nonrecognition policy of Central Amer-| Rubber, proposed Blandin contract 
ican States, 233, 588-539, 555; of for plantation development, 612 

United States, 233, 533, 535-536,| Taft Agreement with United States, 

536, 588-539, 541, 555 597-598 
Treaty of 1903 with United States: 

Ottawa Agreements, 641 Canal annuity payments by United 
States under terms of. See 

Panama, 581-640 Canal Zone: Annuity pay- 

Annuity from United States. See ments, supra. 
under Canal Zone, infra. Cited, 583, 618, 620
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Panama—Continued Trade agreements between United 

Treaty of 1903 with United States— States and other countries: 

Continued — Basic theory of U. S. trade agree- 
Revision, proposed, negotiations ments program, 117-118, 140, 148, 

(see also Canal Zone, supra), 375-376, 878, 648 

590, 591-611, 625-626 : : 
Petroleum, 647, 660, 662-664 Conclusion of agreement with Cuba. 

: os See under Cuba. 
Pittman, Senator Key, opinion on U. S§.- Di . d gs th 

Mexican claims settlement pro- iscussions an negotiations wit | 
posals, 417 Colombia. See under Colombia. 

, Costa Rica, 86—92 

Quintanilla, Francisco, et al., case cited, BI Baty acer pep oo 

208 Haiti. See under Haiti. 

‘ ‘cations. 8S er Pan- Honduras, 372-882 
Radio communications ee under Pan Mexico, 385-308 

Radiotelegraph Convention of 1927, 582, Nicaragua, 491-526 
585, 587 Uruguay, 641-647 

Recognition (see also under Cuba and | Trade Agreements Act of 1934, cited, 66, 

El Salvador: Martinez govern- 71, 72-73, 74, 188-139, 289, 389, 511, 
ment): Central American States, 516, 522 
policy of nonrecognition of revolu-| Treaties, conventions, ete. (see also 

tionary governments, 233, 538-539, Trade agreements) : 

555; U. S. policy of nonrecognition| Boundary questions, U. S.-Mexican 
of revolutionary governments, 233, conventions of 1884 and 1889, 
533, 535-536, 536, 5388-539, 541, 555 cited, 477-478 

Religious liberty, question of mission- Bryan—Chamorro Treaty ( 191 4), 491, 

aries denied permission fo take up 507 

residence in Ecuador, 212-215 : 

Roosevelt, Franklin D. (President) : Central econ le W008 Tine leo 

Conversations with President Arias under El Salvador: Martinez 

of Panama, Oct. 1933, 581, 582, 583, government), 536 555 

584, 588-589, 590-591, 593-594, 596- . .? , vn 

597, 612-613, 617-618, 628, 636-637; | NYS conventions between United 
meetings and communications with ° one 

President Vincent of Haiti, 296- Mexico. See under Mexico: Trea- 

298, 300-301, 806-307, 348-349, 352, _ . en ge 

370; message to President Mendieta Other countries, citations, 418 
of Cuba, 182 Commercial arrangements between 

? Hatin American and other coun- 

Seventh International Conference of ries, cited, 9, 11, 28, 46, 48, 86, 

American States at Montevideo, are 877, 381, 390, 393-394, 491, 

1933, 140, 332, 339, 340, 344, 345, 346, 
581n, 584, 641 Ottawa Agreements, 641 

Spain, indemnity from Mexico, 399, 401, Radiotelegraph, Convention of 1927, 

409 ’ ’ 

Strikes and labor problems in Cuba, 102- Rio de Janeiro proce” 69, 82 4 

103, 104, 105, 182 oca agreement between Argentina 

Sugar. See under Cuba; Dominican and Great Britain, 651, 653 
Republic: Foreign debt; Nicara-| U. 8—Cuba. See under Cuba. 
gua: Trade agreement. U. S.-Dominican Republic, conven- 

Switzerland, inquiry as to extension of tion of 1924, 200-201_ 
U. §.-Cuban trade agreement bene- U. S Halt. See under Haiti. ashi 

fits to third countries, 179 . S.-Honduras, treaty of trienasnip, 
commerce, and consular rights 

Tar On05. 1930, cited, 144, 145, 156, (1927), 3877, 381 
500, 505 U. S-Panama. See Panama: Taft 

Taxation See Chile: Sales tax Agreement and Treaty of 1903. 
ile. ile: . 

Colombia, questions involving trade | United Kingdom: 

agreement negotiations with Argentina, exchange agreement with, 

United States, 88-84, 85, 500-502 651, 653 
Costa Rica, question of prohibitive Chile, British attitude on Chilean pro- 

customs taxes, 88-89 posals for easement of exchange 

Cuba, questions of consumption tax restrictions, 4, 5, 25-26, 28 
and consular invoice fees, 118,| Commercial relations with various 
119, 126-127, 149, 159, 164 countries, 86, 128, 331, 515
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United Kingdom—Continued Uruguay—Continued 
Cuba, British attitude on recognition Exchange restrictions—Continued 

of Grau San Martin provisional Exchange Control Commission, 648- 
government, 93-94 649 

El Salvador, participation of British Negotiations, 647-649, 660-664 
bondholders’ representatives in Petroleum interests, problems of, 
efforts to maintain terms of 1922 647, 660, 662-664 
Loan Contract, 270, 271, 278 Williams Mission, 650, 653-654, 

Gold standard, effects of British 656-659, 660, 664 
abandonment, 617 Foreign debt, status of, 645, 646-647, 

Mexico, indemnity to United King- 650-651 
dom, 399, 401, 409, 415, 416, 440 Trade agreement with United States, 

Nicaragua, British attitude toward preliminary discussions respect- 
Nicaraguan law prolonging life | _ ing, 641-647 
of Claims Commission, 568 U. S. citizens (see also Dominican Re- 

Uruguay, British efforts to gain pref- public: Murder of an American 
erential exchange treatment, and citizen), question of participation 
U. S. attitude, 650-653, 655-656 in aA BS ce of a foreign 

Uruguay, 641-664 COUDLTY, 90, cas 
American Association of Uruguay, U. 8. Marines. See under Haiti. 

656, 657, 662, 663-664 U.S. Navy. See Panama: Radio com- 

Exchange restrictions, U. 8. efforts to munications. 
secure equitable treatment for | Williams Mission to investigate foreign 
American interests, 647-664 exchange problems, visit to Chile, 

British attempts to gain preferen- 31-32, 38-49, 50; to Uruguay, 650, 
tial exchange treatment from 653-654, 656-659, 660, 664 
Uruguay, and U. S. representa- 
tions concerning, 650-653, 655— | Youmans, Thomas H., case cited, 203- 
656 204 
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