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ATTITUDE OF GOVERNMENTS OF THE AMERICAN RE- | 
PUBLICS TOWARD PROPOSED JOINT RESOLUTION 

’ WHICH WOULD AUTHORIZE COOPERATION IN SUP- 
_ PLYING THEM WITH MILITARY AND NAVAL MATE- 

| - RIEL FOR DEFENSE PURPOSES ee 

810.24/31a: Circular telegram | 

The Secretary of State to Missions in the American Republics Except 
| | Mexico re 

| Sn 7 WasHineton, June 27, 1939—7 p. m. 
- There is now pending in the Congress the Joint Resolution to au- 

_ thorize our cooperation with the other American republics in supply- | 
ing them, when they so request, with certain military and naval maté- | 

| riel for defense purposes (please see press release no. 961 and Radio 
: Bulletin no. 60 of March 14 last, and subsequent bulletins especially no. | 

68 of March 23). We believe it would be useful in that connection to 
be able definitely to state to members of the respective Congressional 
committees that information has been received indicating that the 
other American republics would welcome the enactment of the Reso- | 

| lution, and to that end I desire you to seek an early opportunity for — 
an informal and confidential discussion of the matter with the Min- 
ister for Foreign Affairs of the country to which you are accredited. 
~The information already transmitted to you describes the scope and 
objectives of the Resolution. Its primary purpose is to extend the 
area of our cooperation to the field of defense and we believe that the | 
measure is entirely consistent with the good neighbor policy and with 
the official declarations unanimously adopted at the Conferences in 
Buenos Aires in 1936? and at Lima last December.? Furthermore we 
believe that cumulative developments in other parts of the world, in- , 
cluding those subsequent to the introduction of the Resolution last 
March, have provided added reason for preoccupation on the part of 
the peoples of the New World with the problems of defense. _ 

1 See Department of State, Press Releases, March 18, 1989, p. 201. _ 
*See Report of the Delegation of the United States of America to the Inter- 

American Conference for the Maintenance of Peace, Buenos Aires, Argentina, 
December 1-28, 1986 (Washington, Government Printing Office, 1937). 

* See Report of the Delegation of the United States of America to the Highth 
International Conference of American States, Lima, Peru, December 9-27, 1988 
(Washington, Government Printing Office, 1941). 

| 1



2 FOREIGN RELATIONS, 1939, VOLUME V | 

| In discussing the matter the following points should be made clear: 

| (1) The measure authorizes the President to make the facilities | 
of the United States available in supplying matériel and information - 
relative to defense only (that is specifically naval vessels, and coast. 

: | defense ‘and anti-aircraft artillery together with ammunition there- 
or). oe | | ae | 

7 a é ) There is no thought of endeavoring to persuade any government __ 
| to avail itself of the facilities offered. The Joint Resolution en-— 

visages no “salesmanship” on the part of the United States and no 
a suggestion that any country should increase its armament. The ini- 

tiative in every instance will come from a country desiring our co- 
| operation. | | | Be 

- (3) The Resolution provides that our cooperation shall be rendered 
without expense to the United States. It will ofcourse be our purpose _ 
to provide the matériel, services, et cetera, on a basis equivalent in cost 
to that upon which similar work is undertaken for the Government —_ 

| of the United States itself. The Resolution contains no provision for 
the extension of credit by the War or Navy Department or. any other _ 

- government. agency to a government desiring to avail itself of the 7 
opportunities offered.. a Sn Oo 

| | (4) ‘The Resolution will also enable this Government to cooperate | 
with another American republic in the construction of war vessels in 

: _ the shipyards of the latter. — mo | 

_. Kindly report the results of your interview by cable. It is un- 
necessary to obtain a quoted statement from the minister of foreign 

| affairs since an oral expression of opinion will be sufficient for the _ 
_ Department’s purposes. It is not intended that the information ob- 

| tained will be used in debate but merely as an indication for the con- 
fidential use of the pertinent committees of the views existing in the 
other American republics. rs 
ae ; : 0 Ao 

810.24/82: Telegram SO —— a 
The Minister in Haiti (Mayer) to the Secretary of State | 

| Port-au-Prince, June 28, 1939—1 p. m. 
| [Received 2 p. m.] 

92. Reference Department’s circular June 27,7 p.m. The Haitian 
Minister of Foreign Affairs would welcome the enactment of the 
resolution as the Haitian Government is most sympathetic with its 
purposes. 

| | MAYER
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810.24/83:Telegram: 2 a Oo 

The Ambassador in Brazil (Caffery) to the Secretary of State | 7 

fd Rio pe JANEIRO, June 28, 1939—3 p. m. 
_- [Received June 28—2: 11 p. m.] 

201. Department’s circular June 27, 7 p. m. The Minister for 
Foreign Affairs says that the only comment that he has to make con- _ 
cerning the joint resolution is that it is “long overdue”. He considers 
that the legislation is “vitally necessary ;” also Brazil has been waiting 
for it for some time and has a particular interest therein in con- _ 

_ _- hection with the guns promised for the destroyers which are now _ 
under construction here. | 7 eo | 
es OT _ Carrery 

810,24/34 : Telegrani 7 eo : eo bay ee 

<The Chargé in Uruguay (Dwyre) to the Secretary of State | 

| ee Montevinzo, June 28, 1939—3 p. m. — 
Be | __ [Received 3:40 p. m.] | 

_ 46. Referring to Department’s circular telegram dated June 27, | 
7 7p. m., I called:on the Minister for Foreign Affairs at 1 p.m. today | 

and handed him an informal memorandum in the sense of the De- 
_ partment’sinstruction. The Minister read it in my presence, inquired a 

as to one or two points, thanked me for presenting the matter for | 
his consideration and stated that he would study it, discuss the subject 
with other members of the government and would give me a statement 
in a few days, stating that: he observed that such statement would be 
for the confidential information of the Congressional Committees. 
I expressed appreciation and said that I would be glad to telegraph : 
the Department immediately upon receipt of his expression of opinion. | 

| co | _ Dwrm 
| 810.24/40: Telegram a ee 7 | 

The Chargé in El Salvador (Hoffman) to the Secretary of State 

me oe , San Satvapor, June 28, 1939—4 p. m. 
oe : os - [Received 6:19 p. m.] 

10. Your circular June 27,7 p. m. The Minister of Foreign . 
Affairs in interview this afternoon stated that El Salvador is grateful | 
to the United States for taking the initiative in this step towards 
mutual defense and cooperation, and would welcome the enactment 
of the resolution. The Minister of Foreign Affairs will discuss the 
subject with the President who he believes entertains similar senti-
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a ments and will endeavor to obtain his consent to taking advantage of 

| the provision of the resolution when and if the occasion therefor 

arises. | Se a SC 
a . ee | HorrMan | 

| 810.24/48 : Telegram ee / Oo oe . 

| | The Minister in Ecuador (Long) to the Secretary of State 

- - a | re sees Qurro, June 98, 1939—4 p. m. 

| eS | vou _ [Received 9:45 p. m.] 

. 59, Referring to the Department’s circular telegram of June 27,7 _ 

p. m., Minister for Foreign Affairs is of the opinion that Ecuador 

| would welcome passage resolution which would make it possible for this 

oe country to obtain certain military and naval material for defense 

| purposes, without expense to the United States, should the Ecuadoran 

7 Government so request. He added that it is'a great step toward 

solidarity. | | SO | —_ 

- 7 The Minister in Guatemala. (Des Portes) to the Secretary o f State 

 Guaraacata, Fe 28, 1989—5 p.m 
| a a oo _ [Received 8: 42 p. m.] 

| 19. Department’s circular June 27,7 p.m. I have taken up the 
subject. matter of the Department’s instruction with the Foreign 

‘Minister who viewed it very sympathetically. The Foreign Minister | 
. is referring it to the President upon the latter’sreturn,. 

ae — a | . Oo _ Des Porrss 

810.24/42 : Telegram a | 

The Chargé in Venezuela (Scott) to the Secretary of State — 

: Caracas, June 28, 1939—5 p. m. 

| | [Received 6:16 p. m.] 

57. Department’s instruction of June 27, 7 p.m. The Minister 
for Foreign Affairs states that his Government cannot express an 
opinion until it has had time to study the exact copy of the proposed 

legislation. If the Department will kindly. forward same by air 
mail I will endeavor to obtain an expression of opinion as quickly 

as possible. | 
Scorr
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$10.24/45: Telegram = «= = = |. rs 

7 The Chargéin Peru (Dreyfus) to the Secretary of State 

ES pes . Tama, June 29, 1939—10 a. m. 
| | | [ Received 11:32 a. m.]_ 

51. In reply to. Department’s telegram of June 23 [27], 7 p.m. 
| the Minister for Foreign Affairs after consulting President Benavides 

has informed me that he agrees in principle with the objectives of the 

| proposed resolution and looks with favor toitsenactment. = 

ee 
The Chargé in the Dominican Republic (Hinkle) to the Secretary | | 

So a me | oS - . a: of State 7 i . - cee - | 7 a oe | 

— Not = Copan Trustit0, June 29, 1939. 

Received July 5,1939.] 
Sie: I have the honor-to acknowledge the receipt of the Depart- 

-- ment’s circular telegram of June 27—7 p. m. instructing me to dis- | 
-- euss informally and confidentially with the Minister for Foreign | 
_. Affairs the information in the Department’s telegram concerning the. 

joint resolution now before Congress providing for our cooperation 
with the other Republics of America in supplying them on their re- 

| quest certain naval and military material for purposes of defense. 
- In accordance with the Department’s instruction the comments of | 

the Foreign Minister were solicited and, as reported in my telephone 
 eonversation of June 28 with Mr. Chapin,‘ he did not hesitate to as- 

| sure me that his Government naturally viewed with favor any such 
resolution. The points in the Department’s telegram were explained 
carefully to the Minister who expressed great interest in the matter. 

The Dominican Republic, as the Department is aware, has at vari- 

- ous times sought from us military and naval material, and the joint 
resolution would no doubt cause further inquiries on its part. 

Respectfully yours, Kuerner M. HINKLE 

— 810.24/45a | | | 

The Secretary of State to Diplomatic Officers in the American — | 
Republics Except Mexico | | 

a WASHINGTON, June 29, 1939. 

Srrs: I refer to the circular telegram of June 27, 1939, in regard to 
the Joint Resolution now pending in Congress, “To authorize the 

* Selden Chapin, Assistant Chief, Division of the American Republics.



| 6 FOREIGN RELATIONS, 1939, VOLUME V | 

- Secretaries of War and of the Navy to assist the governments of Amer- 

| _ jean republics to increase their military and naval establishments, — 

and for other purposes” = | | 
| The text of the Joint Resolution is set forth below for your infor- 

mation: ©) °°. | a | So 

~ Resolved by the Senate and House of Representatives of the United 
States of America in Congress assembled, That..(a)-the President — 

: may, in his discretion, authorize the Secretary of War to manufacture | 

| coast defense and antiaircraft artillery, and ammunition for such ar- 
tillery on behalf of the government of any American republic in 

factories and arsenals under his jurisdiction ; to sell such arms and am- 
munition to any such government; to test or prove such arms and am- 
munition prior to sale or delivery to any such government; to repair | 

such arms on behalf of any such government; and to communicate to — 
| any such government plans, specifications, or other information re- _ 

_ Jating to such arms and ammunition as may be sold to any such | 
government.. (b) The President may, in his discretion, authorize 
the Secretary of.the Navy to construct vessels of war on behalf of the _ 

, government of any American republic in shipyards under his juris- 
a diction; to manufacture armament and equipment for such vessels-on 

behalf of-any such government in-arsenals under his jurisdiction; to — 

: sell armament and equipment for such vessels to any such government; = 

to manufacture antiaircraft artillery and ammunition therefor, on = 
behalf of any such government in factories and arsenals under his 
jurisdiction ; to sell antiaircraft artillery and ammunition ‘therefor to 
any ‘such government; to test or prove such vessels, armament, artil- 

-  lery, ammunition, or equipment prior to sale or delivery to any such 
| government; to repair such vessels, armament, artillery, or equipment | 

on behalf of any such government; and to communicate to any such 
government plans, specifications, and other information relating to_ 
such vessels of war and their armament and equipment or antiaircraft 
artillery and ammunition therefor, as may be sold to any such gov- 
‘ernment or relating to any vessels of war which any such government 

| may propose to construct or manufacture within its own jurisdiction: 
Provided, That nothing contained herein shall be construed as author- _ 

| izing the violation of any of the provisions of any treaty to which 
the United States is or may become a party: And provided further, | 
That no transaction authorized herein shall result in expense to the 
United States. | _ 

“Sec. 2. In carrying out transactions authorized by section 1, the 
Secretary of War and the Secretary of the Navy are authorized to 
communicate or transmit to the Government of any American re- 
public, or to any duly authorized person for the use of such govern- 
ment, restricted, confidential, or secret plans, specifications, or infor- 
mation pertaining to the arms, ammunition, or implements of war 
sold under the terms of that section, or to any vessels of war con- 
structed within the jurisdiction of any such government, and to 
export, for the use of any such. government, coast and antiaircraft 
artillery and ammunition therefor, and vessels of war and their 
armament and equipment involving restricted, confidential, or secret 
information: Provided, That any restricted, confidential, or secret —
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plans, Specifications, or information thus communicated or transmitted 
or involved in any such arms, ammunition, implements of war, or 
equipment, when exported, shall cease to be considered: restricted, 
confidential, or secret after one year from the date that such com- . 
munication or transmission has been authorized or such exportation 
made. : | 

“Sec. 3. All contracts or agreements made by the Secretary of War 
or the Secretary of the Navy for the sale to the government of any 
American republic of any of the arms, ammunition, or implements 
of war, the sale of which is authorized by this joint resolution, shall | 

| contain a clause by which the purchaser undertakes not to dispose of 
such arms, ammunition, or implements of war by gift, sale, or any 
mode of transfer in‘such a manner that such arms, ammunition, or 
implements of war may become a part of the armament of any state . 
other than an American republic a eo 

| “Sec. 4. The Secretary of War or the Secretary of the Navy, as the 
case may be, shall, when any arms, ammunition, implements of war, 

_ or equipment are exported pursuant to the provisions of this joint 
resolution, immediately inform the Secretary of State, Chairman of _—j 

_ the National Munitions Control Board, of the quantities, character, 
| value, and destination of the arms, ammunition, implements of war, a 
7 or equipment so exported. Such information shall be included in | 

the annual report of the Board. _ | a Oo 
“Sec. 5. (a) There is hereby authorized to be appropriated from _ 

time to time, out of any moneys in the Treasury not otherwise appro- | 
| priated, such amounts as may be necessary to carry out the provisions . 

and accomplish the purposes of this joint resolution. a | 
(6) All-moneys which may be received from the government of any 

American republic, in payment for any article delivered or service 
rendered in compliance with the provisions of this joint resolution, 
shall revert to the respective appropriation or appropriations out 
of which funds were expended in carrying out the transaction for 
which money is received, and such moneys shall be available for | | 
expenditure for the purpose for which such expended funds were | 

. appropriated by law. SO | 
“Sec. 6. The Secretaries of War and of the Navy are hereby. author- 

ized to purchase arms, ammunition, and implements of war produced | 
within the jurisdiction of any American republic if such arms, ammu- 

| nition, or implements of war cannot be produced in the United States.” : 

Very truly yours, For the Secretary of State: 
| | oe | SuMNER WELLES 

| 810.24/46 : Telegram , bo oO OF . 

The Minister in Costa Rica (Hornibrook) to the Secretary of State 

San Josh, June 30, 1939—11 a. m. 
a | [Received 2:05 p. m.] 

25. Referring to the Department’s circular telegram of June 27, 
7 p.m., Minister for Foreign Affairs informed of the contents and was 
very appreciative of offer contained therein. He further stated that
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he would immediately advise the President of the Republic and that — 
a in the event of.an emergency Costa Rica would avail itself of 

| facilities offered. a 
Seti SE Ra SM 8 ea a ~~. Hornrprook 

“910,24/48 : Telegram 7 OC | | , - | | | cae - 

Phe Minister in Paraguay (Howard) to the Secretary of State- 

- we oo op oe | - Asunci6y, June 30, 1939—6 p. m. 

: 1 Referring to. Department’s circular J une: 1 a Pp. m., in..con- 

a versation with the Minister of Foreign Affairs today he stated that 
- the proposed facilities should prove a handy thing for all the Amer-— 

ean Republics. However, owing to the isolated geographical position | 
| and financial condition of his country, he did not feel free to express 

an active interest therein by Paraguay at the moment but. promised 

ss me a further’statement after consulting with the President. —__ 
oe Se ns Be es Howarp > 

mo $10.24/49: Telegram ee a a . ae oe - - ee 

Oo The Chargé in Bolivia (Prendergast) to the Secretary of State | 

| Be | a La Paz, July 1, 1939—9 a. m. | 

- re _- [Received 11 a. m.] 
| 85. Department’s telegram of June 27, 7 p.m. The Minister for 

— _ Foreign Affairs ad interim informed me last evening that President - 

- Busch would look with favor upon the enactment of the resolution. 

re ree : _.. PRENDERGAST 

810.24/51 : Telegram ° . a . . | | | oe ; 

The Chargé in Panama (Muccio) to the Secretary of State — 

| | | | Panama, July 1, 1989—noon. 

St [Received 1:45 p. m.] 

71. Department’s telegraphic instruction June 27, 7 p. m. dis- 
cussed with Minister of Foreign Affairs afternoon of June 29 when 
he stated he desired to present the matter to the President before 
expressing an opinion. Minister of Foreign Affairs has just orally 
declared that the Panaman Government enthusiastically endorses the 
plan to extend the facilities of American Government owned yards 
and arsenals to the other American Republics. He added that such 
a policy is not only necessary but also indispensable in the present 

state of world affairs. © | 
| Mouccto
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810.24/84 : Telegram vo = : re 

‘The Secretary of State to the Chargé im Uruguay (Dwyre) 

- Wasrtrweron, July 5, 1939—6 p. m. 
| 89. Your no. 46, June 28,3 p.m. No formal statement is required | 

_ for the purposes outlined in the Department’s circular telegram of __ 
June 27 but merely an informal indication of the attitude of the 
Uruguayan Government. Most of the replies have now been received 
and have all been favorable and the Department hopes that the views 7 
of the Uruguayan Government can be indicated, as above, at an early 
date. Oe Oo | oo 

| 810.24/31a: Telegram | 

| The Secretary of State to the Minister in Nicaragua (Nicholson)® , 

OO ae | ae oe a WAsHINGTON, July 8, 1939—6 p.m. 

| 42. Please expedite reply to Department’s circular telegram of. June , 
27,7 p.m. — OO Oo - 

| | - Horn | 

. _ §810.24/3la: Telegram | _ ee | 

| The Secretary of State to the Ambassador in Argentina (Armour) _ | 

| ah TE | /- °.. Wasurneton, July 6, 1939—11 a. m. 

111. Department’s circular telegram of June 27, 7 p. m. Please 7 
| endeavor to expedite reply. Fourteen replies have so far. been re- | 

ceived and all have been favorable. As you well understand, it would Oo 
be particularly helpful if a similarly favorable response were received 7 
from the Argentine Government. You may emphasize of course that 
the opinion of the Argentine Government would be regarded as en- 
tirely confidential. | | ee 

810.24/55: Telegram | | oe ; 

The Ambassador in Cuba (Wright) to the Secretary of State 

Hanrana, July 6, 1939—1 p. m. 
- | [Received 3:10 p. m.] | 

71. Your circular telegram of June 27,7 p.m. Secretary of State, 
as well as the Secretary of National Defense and Colonel Batista ¢ 

* The same on the same date to the Ambassador in Cuba as telegram No. 78, 
and to the Minister in Honduras as telegram No. 14. — : 

*Fulgencia Batista, Chief of Staff, Cuban Army.
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to both of whom the Secretary of State referred me and the latter of | 
whom has been absent but whom I have now seen, express themselves 
as wholly in sympathy with the purposes of the resolution, the points 

| of which as enumerated in the Department’s telegram I have dis- 
| eussed with them in some detail. re a, 

| 810.24/57: Telegram 7 re 
The Minister in Paraguay (Howard) to the Secretary of State — 

| a | Asuncion, July 6, 1939—6 p. m. 
Oo oe —— _... [Received 8:30 p. m.] 

| 18. Referring to my telegram No. 17, June 30, 6 p. m: The Minister 
| of Foreign Affairs today informed me that President Paiva believes 

that making available the proposed facilities to the American Repub- 
_ Jies.is desirable but that for the reasons given in my telegram referred 

- to Paraguay’s interest for the moment is-obviously academic. 
oe OO |  Howarp 

| 810.24/56 : Telegram oO me Se 

— LPhe Chargé in Uruguay (Dwyre) to the Secretary of State. 

Fee. Mowrevipro, July 6, 1939—6 p. m. 

| oe [Received 6:06 p. m.] 

7 _. 49, Referring to the Department’s telegram No. 39 July 5. Since 
| my telegram No. 46, June 28, I took the opportunity on two different 

social occasions to mention the matter to the Minister for Foreign 
Affairs and each time he assured me that a statement would soon be 
forthcoming. On receipt of the Department’s telegram No. 39, I ob- 
tained an interview with the Minister for Foreign Affairs for this 
afternoon stating, as I did on each previous occasion, that no official 
and formal statement was necessary and that only an indication of 
the views of the Uruguayan Government is desired. The Minister 
stated that the matter has been under serious consideration from the 
moment of our first interview and that it is one on which he must first 
confer with the President, the Minister of National Defense, and cer- 
tain technical advisers. The Minister said that he has appointments 
tomorrow with the President and the Minister of National Defense 
and promised to give me a statement at noon Saturday, July 8, at which 
time I am to call at the Ministry of Foreign Affairs. I shall telegraph 
immediately thereafter. | ' 

| DwrYre
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$10.24/65 : Telegram —_ - | a | 

The Minister in Nicaragua (Nicholson) to the Secretary of State — | 

Oo / 7 - i -Manacva, July 7, 1989—4 p.m. 
ee oe ts _ [Received 6: 38 p. m.] | 

70. Referring to the Department’s circular telegram of June 27, 
| 7 p.m. and to my telegram No. 68, July 6, 10 a. m.? Somoza® states 

that he appreciates the consultation and thoroughly approves the 
idea, to the extent that he is anxious to know the conditions under 
which Nicaragua can take advantage of the facilities offered if and | 
when the measure is adopted. | | , | 

; Be | oo : NIcHOLSON | 

. 8i0.24/64:: Telegram _ | | | | —_ | | : 

Phe Minister in Guatemala (Des Portes) to the Secretary of State 

, eo oe — Guatemata, July 7, 1939—6 p. m. 
a ee - [Received 10:10 p. m.] 

20. Department’s circular telegram of June27,7 p.m. The Foreign | 
Minister informed me today under instructions from the President: , 

a (1) ‘That Guatemala did not wish to. buy any war material in the 
United States at the present time inasmuch as it already has sufficient - 
material available for its peacetime needs. : ; 

(2) That in the event of war Guatemala expected to cooperate with 
the United States as it did during the World War. In this case if | 
necessary it could put from 100,000 to 200,000 well trained men in the | 
field. It has at present equipment for a maximum of 100,000; but 
little of this is modern. It would consequently require equipment for | 

| the men to. be put in the field and it trusted that inasmuch as such a 
war presumably would be one in which Guatemala would be involved 
through solidarity with the United States, the United States would | 
be willing to furnish the necessary. equipment without cost to 
Guatemala. | | 

(8) That Guatemala had no objection to the general plan of selling 
war material to other Latin American Republics. | , 

o 7 _ Des Portes 

810.24/63: Telegram : oe | 

The Ambassador in Argentina (Armour) to the Secretary of State | 

| | | - Buenos Amzs, July 7, 1939—6 p. m. 
a [Received July 7—5 : 52 p. m.] 

116. Department’s telegram 111 of July 6,11a.m. Unfortunately 
the Department’s circular telegram of June 27, 7 p. m. coincided with 

"Latter not printed; it explained the delay in replying (810.24/54) a 
®Gen. Anastasio Somoza, President of Nicaragua. | 

293800—57——2 |
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| | the arrival of the President-elect of Paraguay and it has been impos- | 
sible to see Dr. Cantilo until today when I handed him a memorandum 

oe embodying the Department’s instruction and the press statements 
| of the Under Secretary referred to in it. Dr. Cantilo appeared to — 

7 be very much interested and promised to give us his Government’s : 
reaction at the earliest possibledate. © eS 

| Bs SO a es - ARMOUR 

| 10.24/67 ; Telegram SO . - | . 

| ‘The Chargé in Uruguay (Dwyre) to the Secretary of State 

| a _ Montevwr0, July 9, 1939—noon. 
| | : - [Received 1:55 p. m.]_ 

oe 50. Referring to my telegram No. 49, July 6. Inanextendedcon- 
versation with the Minister of Foreign Affairs yesterday he stated — 
that he had given most careful consideration to the contents of my 

. informal memorandum and at this time could only repeat what he — 
z has often declared publicly which he said was substantially the fol- 

lowing declaration of Uruguay’s foreign policy, 

oe “Uruguay is and has always been in favor of the closest possible 
| cooperation among the nations of the American continent and has 

| reiterated that policy on every occasion including the Pan American 
| Conferences.” ; ae ne os . 

a - Fullreport by air mail. —— a 
| re . a - Dwyre 

810.24/69: Telegram . oe | 7 . . - | 

The Ambassador in Argentina (Armour) to the Secretary of State 

--- Buznos Ames, July 10, 1989—7 p. m. 
| : ae 7 | [Received 8:55 p. m.] 

117. Department’s circular June 27,7 p.m. Iam today in receipt 
of a memorandum from the Foreign Office to the following effect. 

“This Chancellery has examined with interest the memorandum 
which has been transmitted to it by the Embassy of the United States 
concerning the project submitted to Congress in that country for the 
purpose of authorizing the eventual cooperation of the United States 
with the other American Republics for the supply of military and 
naval material for defensive purposes. 

These proposals for cooperation, in view of the extreme situation 
they contemplate, and the sense of continental solidarity they reflect 
in the face of problems resulting from the political and military situ- 
ation of the old world, are consistent with the position publicly 
adopted by Argentina in the Lima Conference of 1938, with the spirit
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_. of the declaration ® signed on that occasion by the 21 American na- 
tions, and with the declaration likewise adopted by the Buenos Aires _ 
Conference of 19386. oe - | | 

The Argentine Chancellery takes note of the project transmitted | 
| to it, as a further expression of that policy of good neighborliness and 

collaboration.” —s_—© | _ 

810.24/42: Telegram - | | . a 

_. Lhe Secretary of State to the Chargé in Venezuela (Scott). 

| | os Wasrineron, July 10, 1989—9 p. m. 

50. Your no. 57, June 28, 5 p. m. No formal statement: is re- 
quired for the purposes outlined in the Department’s circular tele- a 
gram of June 27 but merely an informal indication of the attitude of 
the Venezuelan Government. Nearly all replies have been received : 
and all have been favorable. | SO | 

: Since you will already have received the full text of the resolution, | 
it is hoped that the favorable response of the Venezuelan Govern- , 
ment will be forthcoming. You may emphasize of course that Dr. | 
Gil Borges’ ® views would be regarded as entirely confidential. | 

ae | | Huu 

810.24/70: Telegram . . 

The Minister in Honduras (Erwin) to the Secretary of State 

, Treucieatpa, July 11, 1939—noon. 
| [Received 2: 20 p. m. | | 

21. Referring to my telegram No. 20, July 8, 1 p. m.,4 President 
Carias, after giving careful consideration and check up, states that he 
sees no immediate necessity for purchase of military and naval ma- 
terial for defense purposes thus made available, but that he welcomes 

| the enactment of this legislation and states Honduras will undoubt- 
edly avail itself of same at a later date. 

The regrettable delay in replying to the Department’s telegram 
was occasioned by the conditions outlined in my strictly confidential 
despatch number 661 of April 27, 1939.4 

ERWIN 

*Declaration of the Principles of the Solidarity of America, known as the 
“Declaration of Lima,’ approved December 24, 1938, Report of the Delegation of 
the United States of America to the Eighth International Conference of American 
States, Lima, Peru, December 9-27, 1988 (Washington, Government Printing 
Office, 1941), p. 189. 

* Venezuelan Minister for Foreign Affairs. 
" Not printed.
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| $10.24/72 : Telegram oo oO a os hes - oO 4 a, | 

* The Chargé in Venezuela (Scott) to the Secretary of State 

| ps a Caracas, July 12, 1989—6 p. m. 
| oo So PE TE [Received 8 : 40 p: m.] 

- 65. My telegram No. 62, July 11, noon? The statement of the 
Foreign Minister which I have just received reads in translation as : 
follows: | | | | a , 

| “The Venezuelan Government considers the draft resolution pend- | 
ing before the Congress of the United States to accord to the Ameri- 
can countries facilities for the construction of warships and military 
planes in the shipyards and factories of the United States and for | 
the acquisition of war matériel as an apparent [praiseworthy] (Span- 
ish piausible’) evidence of the spirit of American cooperation and 

_ solidarity for the defense of the continental peace and security.” | 

The Spanish text of the: statement will be forwarded by airmail | 
tomorrow. | - re 

* Not printed. Ce oo - - | - : -



MEETING OF THE FOREIGN MINISTERS OF THE AMER- | 
| -ICAN REPUBLICS FOR CONSULTATION UNDER THE | 

. INTER-AMERICAN AGREEMENTS OF BUENOS AIRES 
AND LIMA, HELD AT PANAMA SEPTEMBER 23- , 

OCTOBER 33,1989. oe an 

_ [Brstiograpuican Nore: Diario de la Reunién de Consulta entre 
_ los Ministros de Relaciones Eateriores de las Repiblicas Americanas; 
Consultative Meeting of Foreign Ministers of the American Repub- 
lies, Final Act of the Meeting, printed in Department of State Bul- 
letin, October 7, 1939, pp. 321 ff.; Report of the Delegate of the United 
States of America to the Meeting of the Foreign Ministers of Ameri- | 
can Republics Held at Panamd, September 23-October 3, 1939 (Wash- | 
ington, Government Printing Office, 1940); Report on the Meeting 
of the Ministers of Foreign Affairs of The American Republics, 
Panama, September 23-October 8, 1939, Submitted to the Governing | 
Board of the Pan American Union by the Director General (Wash- 
ington, 1939) ; Second Meeting of the Ministers of Foreign Affairs of 
the American Republics, Havana, Cuba, July, 1940: Special Hand- | 
book Prepared by the Pan American Union (Pan American Union, | 
Washington, 1940) (mimeographed).] | re | 

740,00111-A. B./A: Telegram / oa. Oo oe . 

The Secretary of State to the Ambassador in Argentina (Armour)! 

- Wasuineron, September 3, 1989—9 a. m. 

142. The outbreak of a general European war constitutes in the 
judgment of this Government a potential menace to the peace of the 
Western Hemisphere and consequently justifies the resort to inter- 
American consultation envisaged in the pertinent conventions and | 

declarations of the Conference of Buenos Aires? as well as in the 

* The same, mutatis mutandis, on the same date to Brazil (telegram No. 164), 
Chile (No. 110), Colombia (No. 84), Cuba (No. 101), Mexico (No. 193), Panama 
(No. 68), and Peru (No. 51). 
-#See Convention for the Maintenance, Preservation and Reestablishment of 
Peace, signed at Buenos Aires, December 23, 1986, Report of the Delegation of 
the United States of America to the Inter-American Conference for the Main- 
tenance of Peace, Buenos Aires, Argentina, December 1-28, 1986 (Washington, 

_ Government Printing Office, 1937), p. 116; Declaration of Principles of. Inter- 
American Solidarity and Co-operation, approved December 21, 1936, ibid., p. 227.



| | 16 FOREIGN. RELATIONS, 1939, VOLUME V | ) 

- Declaration of Lima = | ars 
Please call immediately upon the Minister for Foreign Affairsand = 

inquire whether the Government to which you are accredited coin- 
| cides in the views above expressed, and if so, whether it would be 

___- willing’ to join with the Government of the United States and the __ 
governments of certain other American republics in a request to all 
of-the American republics for consultation. ‘You may-state for the _ 
confidential information of the Minister that a similar inquiry isbeing  —__ 

| made of the Governments of Brazil, Chile, Colombia, Cuba, Mexico, 
| Panama,and Peru. — | a a 

In the event that the Government of Argentina is willing ‘to join - 
in the request for consultation, this Government suggests that the 
request for consultation might well be phrased as follows, and that 
it might be issued’ simultaneously by the governments mentioned 

| _“In as much as the tragic conflagration which has broken out in 
Europe constitutes in the judgment.of the Governments of Argentina, 
Brazil, Chile, Colombia, Cuba, Mexico, Panama, Peru, and the United 

| | States an act susceptible of disturbing the peace of America and there- | 
| fore justifies the initiation of the procedure of consultation provided 

7 for. in the Convention for the Maintenance, Preservation, and Es- 
_ tablishment..of Peace signed at the Conference for the Maintenance | 

| of Peace of Buenos Aires, as set.forth in the Declarations of Inter- 
American Solidarity and Cooperation unanimously adopted.at.the | 
same Conference, and as further set forth in the Declaration of Lima, _ 

| the Governments above mentioned request that an inter-American | | 
conference be held in the city of Panama on.......tobe attended _ 
by the Minister for Foreign Relations of each American republic, or. | 
by his representative, in order that the Ameri¢an republics may ex- 
change views as to the measures which they may collectively or in- 
dividually take in order best to assure the peace of the American 
continent.” | 

You may further state that this Government submits for the con- 
sideration of the Argentine Government the desirability of fixing the 
time for such conference ten days from the date upon which the re- 
quest for consultation is made. If these suggestions are acceptable, 
itis further suggested that the Government of Panama might be desig- 
nated as the recipient of the replies of the governments to whom the 
proposed joint request would be addressed. | | 

Please telegraph immediately the response made to you by the 
Minister for Foreign Affairs. | , 

| Hutu 

*Declaration of the Principles of the Solidarity of America, known as the 
“Declaration of Lima”, approved December 24, 1938, Report of the Delegation of 
the United States of America to the Eighth International Conference of American 
States, Lima, Peru, December 9-27, 1988 (Washington, Government Printing 
Office, 1941), p. 189.
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| 740.00111 A.R./11a: Telegram te aS | 

The Secretary of State to the Ambassador in Brazil (Caffery) 

nn | oe oes -WasHincron, September 3, 1939—11 a. m. 

165. Department’s 164, September 3, 9 a. m.* Please inform 
Aranha ° that this Government is now completing the formulation. of 

its suggestions as to the agenda for the proposed Panama Conference. 
I shall greatly value having the benefit of his confidential advice with 

__- regard to the proposed agenda at the earliest possible moment. IT 
_ Shall send you tomorrow by telegram a digest of our ideas regarding 

__ the agenda so that you may go over the points contained therein with 
Aranha and I should like them to have his views as quickly as possible 

_ so that we may thereafter without delay submit our final suggestions 
in this regard to all of the other Governments who will attend the 
Conference. _ a | | | 

ee Oo Bon 

—. 940.00111 A.R./24a: Telegram a - oe | - oe - | 

_ The Secretary of State to the Ambassador in Brazil (Caffery) — | 

oe - | WasHINGTON, September 4, 1939—6 p. m. : 

168. For the Ambassador from the Under Secretary.* My tele- 
gram no. 165 of September 3, 9 [71] a.m. Our draft agenda is quoted 
hereafter. Please go over it with Aranha and let me have the benefit _ 

of his views and suggestions as to any amendments et cetera as quickly 
as possible. a — }hepepa / . ent 

«Neutrality | Lo I 

_ Consideration of the rights and duties of neutrals and belligerents 
in the present situation with a view to the preservation of the integral | 

| sovereignty and the peace of the nations of the Western Hemisphere; 
Steps to be taken in common orindividually: > | 

1. Tosuppress violations of neutrality and subversive activities 
_ by nationals of belligerent countries or others seolsing to promote 

the interests of belligerent powers in the territory and jurisdiction 
of any or all of the American Republics. ; 

_ 2 Toenforce the obligations of belligerent public and merchant 
| vessels and aircraft in neutral territorial waters and areas. _ 

3. To safeguard the carrying on of legitimate international 
trade, commerce, and communications of the American Republics 
on the high seas, on land and in the air. 

4, To discharge neutral obligations toward belligerent nations. 

* See footnote 1, p. 15. oo - | “ . 
° Oswaldo Aranha, Brazilian Minister for Foreign Affairs. . 

*Sumner Welles.
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| . II. Protection of the Peace of the Western Hemisphere CO 
| Consideration of measures to preserve the American continent free 

| from conflict whether on land, in the air, within territorial waters, or 
within the area of the primary defense of the Western Hemisphere. 

Ill. Economic Cooperation Ce 

| Consideration of measures to safeguard in the present situation the 
economic and financial stability of the American Republics. Such 

| measures include: , - | a E 

oe _. A. Measures to preserve commercial and financial interests of 
| _. the American Republics. Pa 

| _. B,. Continuation and expansion of long-term programs for com- | 
oe mercial and economic cooperation among the American 

| - a —_ re po ee, [Welles] 

740.0011 A.R./24e: Cireular telegram - | | a _ : a . 
- -—s« The Secretary of State to the Ambassador in Argentina (Armour)' 

ee ee ‘WasHINGTON, September 4, 1939—9 p. m. 

| Department’s No. 142, September 3,9.a.m. Favorable repliesnow __ 
having been received, the simplest way to proceed would appear to 

oo be for Panama to extend the invitation in the name of all 9 countries 
| _ (including its own) to the Governments of the other 12 Republics, . 
| namely, those of Bolivia, Costa Rica, Dominican Republic, Ecuador, 

El Salvador, Guatemala, Haiti, Honduras, Nicaragua, Paraguay, 
: Uruguay, and Venezuela. | OS | 

Accordingly, you will please immediately request of ‘the Minister | 
for Foreign Affairs of the Government to which you are accredited 
authorization for the Department to inform the Panamanian Gov- 

| ernment of the readiness of his Government to participate in this joint | 
invitation to be issued by Panama in accordance with the text sug- 
gested in the Department’s telegram of September 3,9 a.m. Please 

| reply by telegraph as soon as you have received the requested _ 
| authorization. — re | 

_ You should also say to the Minister for Foreign Affairs that it would 
| appear possible to convene the Conference on September 21. 

- — ™Thé same, mutatis mutandis, on the same date to the Diplomatic Missions 
ws in Brazil (referring to Department’s No. 164); Chile (referring to No. 110); 

ae _ Colombia (referring to No. 84) ; Cuba (referring to No. 101) ; Mexico (referring 
a to No. 193) ; and Peru (referring to No. 51). |
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— 740.00111 A.R./24b: Telegram rene Oe, - 

. The Secretary of State to the Ambassador in Panama (Dawson). | 

| _ Wasutnerton, September 4, 1939—9 p. m. | 

| 69. The Department’s telegram No. 68, September 3,9 a.m.? The 
following circular telegram is being sent to our missions in Argentina, 
Brazil, Chile, Colombia, Cuba, Mexico, and Peru: [Here follows text _ : 
of circular telegram of September 4, 9 p. m., printed supra.] Please | 
inform the Panamanian Government of the procedure envisaged which 
we have assumed from your No. 91, September 3, 8 p. m.° will be satis- _ 
factory toit. = 7 oo Oo | | 
Ambassador Daniels * indicates that the Mexican authorization™ _ 

may be telegraphed directly to the Panamanian Government. | 

-—740,00111 AR/26: Telegram a rs 

The Ambassador in Panama (Dawson) to the Secretary of State | 

rr Panama, September 5, 1939—noon. | 
re Oo | [Received 1:04 p. m.] 

92. Department’s telegram No. 69 of September 4,9 p.m. The 
__- procedure envisaged is entirely agreeable to the Panamanian Gov- 

ernment which will issue the joint invitation in accordance with sug- 
gested text as soon as authorization of the several inviting govern- | ) 

-. ments is received either through the Department or directly. _. = 
) a ee Dawson oe 

74000111 A.R./36: Telegram ee oe 
., The Ambassador in Brazil (Caffery) to the Secretary of State — 

| Rio DE JANEIRO, September 5, 19395 p. m. . 
- [Received 5: 58 p. m.] 

803. For the Under Secretary. Your 168, September 4, 6 p. m. : 
Aranha and President Vargas approve agenda as drafted. 
Aranha wants to know who is going from Washington. He would 

like to go but does not feel that he can leave Rio de Janeiro at this 
time. He will send several technical experts from here by air. He 

* See footnote 1, p. 15. | 7 
* Not printed. 
* Josephus Daniels, Ambassador in Mexico. 
11 See Preliminaries of the Meeting, in The International Conferences of Amer- ~ 

ican States, First Supplement, 19338-1940 . . . Collected and Edited in the Dt- 
vision of International Law of the Carnegie Endowment for International Peace 
(Washington, Carnegie Endowment for International Peace, 1940), p. 315, 

ootnote 1. -
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| has in mind sending his Ambassador at Washington as principal — 
| delegate. a Se a 

. | a CAFFERY 

-740.00111.A.R./31: Telegram On mon roe | 

The Ambassador in Panama (Dawson) to the Secretary of State oe 

7 | So —_ Panama, September 5, 1939—10 p. m. 
| | | eo _. . [Received September 6—12: 10 a. mJ | 

| 95. The joint invitation was despatched by the Panamanian Gov- 
| ernment to the other 12 republics at 10:00 p.m. thisevening. ~= 

| OS Oo oo Dawson 

. | 740.00111 A.R./36: Telegram | | oo - / 

The Secretary of State to the Ambassador in Brazil (Caffery) — 

| ee | | oo Wasuineron, September 6, 1939—4 p. m. 

170. For the Ambassador from the Under Secretary. Your 303, | 
September 5, 5 p.m. While no announcement will be made for the 

a moment, you may inform Aranha confidentially that I myself will 
7 represent this Government at the Panama Conference. Please express | 

a my earnest hope that Aranha may find it possible to go because of the © 
. increased prestige and importance which will be given the Conference _ 

a by his presence. You may add that the President has instructed me 
a _ to say that should he desire to proceed by airplane to Trinidad and _ 

find it convenient in order to arrive in Panama on the date set for. 

the Conference, the President will order a United States cruiser to 
be available at Trinidad in order to transport such delegate to Panama. 
Similar offers will be made to the delegates of Uruguay and of _ 

| Paraguay. [Welles.] | 
| | Hoi 

740.00111 A.R./66b: Circular telegram a | | 

The Secretary of State to Chiefs of Diplomatic Missions in the 
| American Republics Fucept Brazil 

WasHINncTON, September 6, 1939—6 p. m. 

For the Conference of the American Republics to be held in Panama, 
September 21, the Department has prepared the tentative agenda 
quoted hereafter. 

You are requested immediately to present a copy of the suggested 
agenda to the Minister of Foreign Affairs of the country to which 
you are accredited. In presenting it, you should state that because
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of the emergency and in order to advance as rapidly as possible prepa- | 
rations for the Conference by each Government, this Government felt 
it might be helpful in making these suggestions for the consideration 
of the other Governments. You should also state that the basic con- 
sideration which this Government had in mind when it drew up the 
suggested agenda was the desirability of confining it strictly to 

questions arising out of the war in Europe. These questions, which _ 
may be summarized under the headings of (1) Neutrality, (2) Pro- | 
tection of the Peace of the Western Hemisphere, and (3) Measures to | 

: Safeguard the Economic and Financial Stability of the American oo 
Republics, are of an urgent character requiring very prompt attention 
and in some cases immediate action. In order that the Conference 
may achieve its purpose it is obvious that it must adhere closely to | 

_ the problems presently confronting all the countries of this Hemis- | 
phere because of the war, so that you will discourage discreetly any 
suggestions for the addition of questions not directly pertinent to 
the purposes of this Conference. Oo 

_ In order that decision regarding the agenda may be reached as_ 
quickly as possible, it is suggested that the views of the Government to 

| which you are accredited be communicated as rapidly as possible 
through you to the Department. It is suggested that the final views of 
all the governments be presented to the Governing Board of the Pan 

_ American Union for the approval of a final agenda at a special meeting | 
to be held on September 12 at 3 o’clock. It is hoped that under the : 

| foregoing procedure the introduction of any subject not strictly | | 
germane can be avoided ‘so that the meeting of the Board will in 
effect be limited to a ratification of the agenda previously discussed. 
and agreed upon. : | ) | 

The proposed text follows: | 
_ [Here follows text of agenda quoted in telegram No. 168, September 
4, 6 p. m., to the Ambassador in Brazil, printed on page 17.] 

740.00111 A.R./100c : Telegram 

_ The Secretary of State to the Ambassador in Panama (Dawson) 

| WasuIneton, September 7, 1939—3 p. m. 

(4, The Department considers it very desirable that the Director 
General of the Pan American Union be present at the approaching 
meeting in Panama of the representatives of the American republics. 
Please suggest to the Minister for Foreign Affairs that an invitation 
be extended to Dr. Rowe in his official capacity and if such invitation 
is received by Dr. Rowe, he will request the approval of the Govern-
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| ing Board of the Pan American Union to his attendance at the special _ 
| meeting of the Board to take place on September 13. a 

Be _ Hor 
740.00111 A:R./96: Telegram | | . oe 

/ Lhe Ambassador in Panama (Dawson) to the Secretary of State : 

| ee _ Panama, September 8, 1989—noon. 
7 | | | [Received 1:45 p. m.] 

101. Department’s telegram N: o. 74, September 7, 3 p.m. Minister 
| of Foreign Affairs will send an invitation to the Director General 

of the Pan American Union immediately. co 

| a | Ce Dawson 

. 740.00111 A.R. /97a : Circular telegram. 7 | | ; - | | | 

The Secretary of State to Chiefs of Diplomatic Missions in. the — 
| | a . American Republics 

| oe WasHINeTon, September 8, 1939—4 p.m. | 

_ The President has announced that the Under Secretary of State ” 
| : will represent the United States at the conference in Panama. He 

will be assisted by the following as advisers: The Honorable Edwin 
C. Wilson, Minister Designate to Uruguay; and Dr. Herbert Feis,™ 

, | Dr. Warren Kelchner,“ and Miss Marjorie M. Whiteman, of the 
oe Department of State. Mr. Paul C. Daniels, Foreign Service Officer, 

. will act as secretary to Mr. Welles.* | - | 
| You will please inform the Government to which you are accredited. 

740.0011 AR./119: Telegram 

The Ambassador in Venezuela (Corrigan) to the Secretary of State 

| Caracas, September 9, 19389—1 p. m. 
[Received 2:50 p. m.] 

| 95. Department’s rush circular September 6,6 p.m. The Foreign 
Minister is unconvinced of the need of holding a conference at this 
time particularly without adequate preparation but informs me that 

Sumner Welles, Representative of the Secretary of State. 
* Herbert Feis, Adviser; Adviser on International Economic Affairs, Depart- 

ment of State. ) 
* Warren Kelchner, Secretary General of the Delegation: Chief, Division of 

International Conferences, Department of State. 
* Marjorie M. Whiteman, Legal Adviser; Assistant to the Legal Adviser, 

Department of State. 
“For a complete list of the delegation of the United States, see Report of the 

Delegate of .the United States of America to the Meeting of the Foreign Ministers 
of the American Republics Held at Panamdé September 238-Octobder 8, 19389 (Wash- 
ington, Government Printing Office, 1940).
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Venezuela will participate and that the Venezuelan Minister to Pan- | 
ama will. probably be named as representative. He expressed the 
view that holding a conference so soon after the outbreak of war may _ 

prejudice future efforts at concerted action if a real emergency should | 

develop. He has no observations whatever to make with respect to 
the proposed agenda. a — | 

| | | | CorrIcaN | 

740.0111 A.R./129: Telegram | . 

| The Ambassador in Panama (Dawson) to the Secretary of State 

| | Panama, September 9, 1939—5 p. m. | 
oe | [Received 9 p. m.] | 

104. The Minister for Foreign Affairs informs me that replies have | 
now been received from all of the 12 Republics invited and that all are | 
favorable with the possible exception of Venezuela whose Government 
requested certain information but failed to specify whether it would a 
participate. He has asked the Venezuelan Minister here to telegraph 
his Government in order to clear up the matter. The Panamanian . 
Minister for Foreign Affairs tells me also that thus far the Ministers of 
Foreign Affairs of Bolivia, Colombia, Costa Rica, Guatemala, Haiti, _ | 

| Mexico, Nicaragua, and Peru have signified their intention of being 
present and that it appears from their replies that the Bolivian, 
Mexican, and Peruvian Foreign Ministers are planning to be here 
about September 19. Does the Department wish me to transmit infor- 
mation as it becomes available regarding the representatives to be | 

| designated by other governments and does it desire also the names of 
| advisers, experts, et cetera, who will accompany them ? : 

| Dawson 

740.00111 A.R./119:: Telegram 

The Secretary of State to the Ambassador in Venezuela (Corrigan) | 

Wasuinerton, September 11, 1939—5 p. m. 

79. Personal for the Ambassador from the Under Secretary. Your 
95, September 9,1 p.m. Please see the Minister for Foreign Affairs 
as soon as possible and tell him that while I am most happy to know 
that Venezuela will participate in the Panama meeting and that we 
may thereby have the invaluable benefit of the assistance and coopera- 
tion of the Government of Venezuela in the deliberations of the meet- 

- ing, I am somewhat concerned as to the reasons for the feeling ex- 
pressed to you by the Minister that he is “unconvinced of the need of 
holding a conference at this time.” It has seemed to this Government 
that the outbreak of any general European war clearly constitutes a 
potential menace to the peace of this continent and it was for that
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reason that this Government strongly supported the idea of an early 
oO consultation as provided for in the Convention and Declaration of _ 
a Buenos Aires and in the Declaration of Lima. Prior to the declara- 

tion of war, several governments had approached the Government of 
the United States indicating their belief that consultation should take | 

_ place as provided for in the Convention of Buenos Aires, and others _ 
| publicly announced their belief in the same sense. Immediately after 

| the declaration of war, this Government informed the governments 
referred to that it was ready to join in a request for consultation and | 

| suggested that the Government of Panama be the intermediary in this 
| case. | , 

If there had been more time available, this Government would have 

| immediately undertaken an exchange of views with the Government of _ 
| Venezuela, but in view of the urgency of the situation and in view of 

oe the most helpful and cooperative attitude always shown by the Gov- 
ernment of Venezuela in all questions affecting the welfare of the 
continent and particularly in view of the position taken by the Govern- 
ment of Venezuela in both the Buenos Aires and the Lima Conferences, __ 

oo this Government assumed that the Government of Venezuela would | 
| coincide in its own belief that consultation at the earliest possible date _ 

would be desirable. = me : | a 
Please say to the Minister that I personally had hoped that I might | 

have the privilege of working with him at the Panama meeting and 
that I still hope there may be some chance that he may find it possible 

_ to attend in representation of his Government. You may add that 
there is no statesman on the continent whose presence at Panama 
would, in my judgment, be more conducive to an outcome of the meet- 
ing which would prove in the highest interest of all the American 
Republics. [ Welles. ] 

: Hoi 

| 740.00111 A.R./176a : Telegram a 7 

| The Secretary of State to the Ambassador in Panama (Dawson) 

| WASHINGTON, September 11, 1939—5 p. m. 

80. In view of the doubt whether certain of the delegates can reach 
Panama by September 21, I think it would be desirable for the Gov- 
ernment of Panama to telegraph all countries suggesting that the 

| definite date for convening the conference be September 23. Please 
make this suggestion to the Panamanian Government and reply by 
telegraph. 

With reference to your telegram 104, September 9, 5 p. m., please 
report by cable to reach Washington by morning of September 14. 
names of delegates, advisers, et cetera, who will represent the other 
American Republics. | 

How
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740.00111 A.B./318 - | a ae | 

Memorandum by the Assistant Chief of the Division of the American — 

oe _ Republics (Brigg:) 7 | 

| | [Wasutneton,] September 11, 1939. 

As of this evening we have received word from 18 countries (all 

except Cuba and Guatemala) that they are satisfied with the agenda 

which will be considered by the Governing Board of the Pan Ameri- 

can Union tomorrow afternoon. | | | 

‘The only country to submit its own suggestion is Mexico, whose 

resolution on “Continental Solidarity” was considered at the meeting . 

this morning. | So a | : | 

a Exx1s O. Brices 

| 740.00111 ALR./255 | | ne 

Memorandum by the Chief of the Division of the American Republics — : 

(Duggan) to the Under Secretary of State (Welles) | | 

| “ vs ; | : 7 : | [Wassineron,] September 12, 1939. a 

There is attached the map ?” about which I spoke to you thismorn- sit 

ing, drawn by Mr. Boggs. The radius of the neutral zone is 3000 a 

nautical miles, which is the equivalent of 345.47 statute miles. Mr. a 

Boggs suggests the use of nautical miles because that is the terminology | 

used and understood by mariners. te ce | 

[have gone over with Mr. Boggs the question of the northern and _ 

southern termini of the zone and offer for your consideration the 

following definition of the zone: | ee 

300 nautical miles from the coast of the mainland or neighboring 

- islands of the American Republics between the following parallels of | 

- Jatitude: . : 

| (a) In the Atlantic, between 44.°46'36’’ North Latitude, except _ 

the territorial waters of any part of Canada included within this 

area, and 60° South Latitude ; 
(6) In the Pacific, between 48°29'38’". 11 North Latitude and 

60° South Latitude. | | 

On the Atlantic side, therefore, the line would start in Passamaquoddy 

Bay and would extend east along the parallel mentioned until striking | 

the territorial waters of Nova Scotia. It would follow the limits of 

territorial waters of Nova Scotia on the west, south and east coasts 

until it reaches the same parallel. | 

™ Facing p. 35. 
% Gomuel W. Boggs, Geographer of the Department of State.
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| _ On the Pacific side, the line would start at the boundary terminus : | in the Strait of Juan de Fuca, which is the agreed upon boundary | 

with Canada. a a Laurence Duacan | 

740.00111 A.R./177: Telegram _ ay " | | | 
| Phe Ambassador in Panama (Dawson) to the Secretary of State 

Pe | | a Panama, September 12, 1989—noon. 
[Received 1:15 p. m.] 

110. Department's telegram No. 80, September 11, 5 p.m. The 
| Government of Panama approves your suggestion and is telegraph- 

: ing to all countries suggesting that the definite date for convening = 
the Conference be September 23. | | - | : | | Bo Dawson 

| 740.0011 A.R./221a:Telegram Ca | 
: The Secretary of State to the Ambassador m Argentina (Armour) 

| | a oe | - Wasurneron, September 12, 1939—6 p. m. | 
- ~ 151.’ Please refer to despatch no. 371 of the American Legation 

at. Buenos Aires, dated November 18, 1914, regarding a suggestion | oo __ by the Argentine Minister for Foreign Affairs “that the Pan Ameri- 
can Union should be authorized by all the American republics. to 
propose to the belligerents that certain sections of the southern Atlan- 

_ tic and Pacific should be closed to naval warfare and that the bellig- 
| erents: should come to some arrangement with the Union as to the | protection of neutral shipping”. This despatch is printed on page 438 

Oo of Foreign Relations, 1914 Supplement. Any additional information 
| available.in your files on the subject of this proposal should be air- 

mailed to Warren Kelchner, Secretary General of the American Dele- 
a gation, American Embassy, Panama, not later than September 21. 

(Summary of such information should be telegraphed to the Depart- | ment at once.) | | a 
| | Hor 

740.00111 A.R./202: Telegram | 
Lhe Ambassador in Venezuela (Corrigan) to the Secretary of State 

, | Caracas, September 13, 1939—8 p. m. 
[Received 6:55 p. m.] 

98. Department’s 79, September 11, 5 p.m. The complimentary 
references of the Under Secretary were conveyed to the Minister of 
Foreign Affairs and were received with appreciation. The Foreign 
Minister in turn sends a message of friendship and affection to the 

: Under Secretary. He fervently desires for Mr. Welles and for the
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| United States complete success in the forthcoming Conference. While 

. he deplores the hastiness and especially the neglect of previous con- | 

: sultation, I obtained an assurance that Venezuela would lend its whole- | 

S hearted cooperation to the success of the Panama Conference. 

: - The Venezuelan delegation will be named later today after con- 

| sultation with the President. a 7 | 

| . a | . -CorRIGAN — 

740.0111 A.R./223: Telegram | Oo oe | 

The Ambassador in Argentina (Armour) to the Secretary of State | 

: _ Busnos Armes, September 14, 1939—5 p.m. — 
Bo | | [Received 8: 20 p. m.] oe 

' --: 168. Department’s telegram 151, September 12,6 p.m. Embassy’s 

files contain in addition to despatch mentioned in the Department’s | 

telegram only a telegram on the same subject from the Chargé a 
| @ Affaires” dated November 18, 6 p. m., 1914 printed page 437 of 

: Foreign Relations, 1914, Supplement, and despatch No. 380, December _ 3 

- 11, 1914, page 452 same volume. Department has presumably noted . | 

resolution adopted by Pan American Union on December 8, 1914, 

page 444, Foreign Relations, apparently resulting from the action | 

proposed by the Argentine Government. ) | 

- Lorillard’s despatches indicate proposal was handled through Ar- : - 

gentine Minister at Washington and it is possible that the Argentine 

. Embassy might have additional information. | | | 

In this connection the Department may be interested in reference 

by the Minister for Foreign Affairs to proposal of the Argentine | 

Minister for Foreign Affairs made through the Argentine Legation | 

at Washington in 1916 for a conference of American Republics to | : 

discuss situation created by German submarine campaign (see Em- 

bassy’s despatch 113 of September 8,” which should reach the Depart- 

ment today). The Minister for Foreign Affairs is examining the 

files here to give me further data on this proposal which was appar- 

ently distinct from the proposal referred to in the Department’s tele- 

gram No. 151. In the meantime I am endeavoring discreetly to obtain 

further information on 1914 proposal through the Foreign Office.” 

Repeated to Panama. : 
ARMOUR 

* George Lorillard. 
Not printed. 

2 In despatch No. 136, September 19, the Ambassador in Argentina reported : 

“It now appears that Dr. Cantilo was mistaken in his recollection of what 

transpired in 1916. What he apparently had in mind were the 1914 proposals and 

the action resulting therefrom which continued on up to 1916. In other words, 

the Argentine Government does not appear to have made any new proposals in , 

1916 to meet the situation resulting from the German unrestricted submarine 

warfare, as Dr. Cantilo had thought.” (740.00111 A.R./360) 

298800—57——-3 : Oo
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740.00111 AR./428 — ae eo! 

Memorandum by the Chief of the Division of the American Republics | 
| es (Duggan) es | 

Be [Wasuineron,] September 21, 1939. | 
a - In connection with the resolution which Mr. Welles intends to pre- 

sent at Panama for a neutral zone around the Americas, with the 
| exception of the territorial waters of European possessions, the De- 

| partment has ascertained that there are at the present time in ports of 
| _ the American Republics approximately 82 German vessels. There is | 

| one German vessel in United States ports. Their distribution is indi- 
cated on the attached tabulation.  =—s._—» 
- Under the proposed arrangement it would be possible for all of 

ss these vessels to engage in carrying goods between the American Re- 
_ publics free from search and seizure by the war vessels of Great 

| Britain and France. A difficult problem of patrol may be presented, 
- since these vesséls might serve as mother ships to supply German 
-._. submarines just at the edge of the neutral zone. _ SS - 

- There is also the problem of these vessels being clandestinely' fitted . 
| out as raiders and then of their attacking merchant shipping outside 

of the zone, returning within the zone in order to escape attack of the 
| war vessels of Great Britain and France. 7 

ee _ Laurence Dueean 

- OS SO Annex ce 

| _ German VEssELs IN Ports oF THE AMERICAN REPUBLICS” 

Argentina 3 Costa Rica 4 
Uruguay 4 Nicaragua ge = 0 
Brazil — 26 Honduras © 7 0 

| Surinam | 1 Salvador 0 
Venezuela 7 2 Guatemala 0 | 
Colombia — 7 1 Mexico 10 
Kcuador 4 Cuba . 0* 

— Peru 5 Dominican Republic «0 
Chile | 6 Haiti | 0 
Panama 0 Curacao 16— 

| | Total: . 82 

| 740.00111 A.R./350% a | 

Memorandum of Conversation, by the Chief of the Division of 
European Affairs (Moffat) 

| [Wasuineton,] September 25, 1939. 

In the course of a conversation this morning Mr. Hoyer Millar ? told 
me that according to a report from the British Minister at Panama, 

* Habana only. [Footnote in the original.] 
“¥. R. Hoyer Millar, First Secretary of the British Embassy. |
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the German Minister had asked for permission to have a German | 

delegation present at the conference as “observers”. The Panamanian 

Minister of Foreign Affairs declined the suggestion. - 

Se | - - Prerreront Morrat 

740.00111 A.R./388 : a a 

— Memorandum of Conversation, by the Secretary of State 

BO Oo [Wasuineton,] September 27, 1939. | 

- The Ambassador of Great Britain #* called at his own request. He 

‘said he came in to inquire about that feature of the present Pan Amer- 

| ican meeting relating to a so-called safety zone around this hemi- | 

_ sphere. He said that, of course, his Government stands for the well- 

= established principle of international law relating to the freedom of | 

the seas and the rights of both neutrals and belligerents to utilize the 

sea as a public highway open to all alike, and that, therefore, his 

Government is naturally interested in this pending proposal at Pan- 

ama. Lreplied that the matter at present is in the developing stage; . 

that whatever our attitude may later be, it was my understanding that 

the present plan contemplates a patrol system similar to the present 

patrol system of this Government from opposite the Canadian border | 

- to the lower end of the Caribbean Sea; that, in addition to this patrol , 

plan, the Pan American proposal at Panama probably contemplates 

| that the 21. American republics, after declaring a purpose jointly to 

| patrol the sea a considerable distance from shore and entirely around 

this hemisphere to the Canadian border, will request belligerent gov- 

ernments to agree not to engage in any act of hostilities within this 

so-called safety zone of the ocean; that if either or both belligerents 

should refuse thus to agree, the 21 American republics would go for- 

ward with their patrol work, and, in the event there should be acts 

of hostilities on the part of any belligerent within the so-called safety 

zone, the American republics would proceed to confer, with the view 

to determining what step or steps they might take to deal with such | 

a situation; that no specific method of so dealing with such hostile 

acts will be discussed or agreed upon in advance by the American re- 

publics. I added that, of course, if one belligerent should agree to 

the request aforementioned it would do so on condition that an oppos- 

ing belligerent would likewise agree and would carry out this prom- 

ise; that if the opposing belligerent should violate its promise and if 

the 21 American republics should fail to deal effectively or satisfac- 

* Lord Lothian. |
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| torily with such violation, then Great Britain might feel constrained 
- to come into the safety zone and deal with it herself. I stated that, 

| of course, the request would contemplate that both sides must agree to 
comply and both sides must carry out the agreement in order for it _ 
to be operative; that this proposal would except, from the safety zone 
plan, British possessions in this hemisphere. I then added that, of 
course, the 21 American republics would be specially interested in 
keeping submarines from Europe away from this hemisphere and | 

| | away from any base of supplies in this hemisphere; that in harmony 
with this spirit it was not improbable that Congress might prohibit 
submarines from coming into harbors of the United States for any 

| _ purpose. The Ambassador seemed satisfied with this general proposal 
a provided both sides agree to it and carry out their agreement and __ / 

provided it does not interfere with British access to British colonies _ 
- and other possessions lying and situate within this proposed so-called 

safety zone. I stated that the proposal would naturally make an ex-- 
ception with respect to access on the part of the British to British 

| possessionsinthishemisphere. = ; 
oo es oe | ee ‘Cforperit] H[{vorz] 

740.0011 AR./380a:Telegram CU 
| | ‘The Secretary of State to the American Delegate (Welles) 

| _-- Wasurncton, September 27, 1939-—10 p. m. | 
24, According to our latest data, at the present time there are at 

, Teast 80 German. vessels in the ports of the American republics and | 
Dutch possessions. Under the terms as they now stand of the pro- 
posed declaration establishing the so-called safety zone, these vessels 
and any other German vessels that might slip into ports of the 
American countries could engage in coast wise trade within the zone. 

| ‘This possibility raises a number of important questions. For instance, 
- the entry into the carrying trade between the Americas of all of these 

ships might create serious complications and hardship for American 
shipping regularly engaged in this service. Moreover, considering 
the large number of vessels involved, what attitude might be expected 
from the British and French who seem intent upon bottling up in 
port all German shipping. 
Would you be good enough to give me the thoughts you may 

have on these and any other related questions? | | 
Hui
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740.0011 A.R./878 : Telegram | | | 

The American Delegate (Welles) to the Secretary of State 

oo : oe ‘Panama, September 28, 1939—4 p. m. 

os | [Received 7:47 p. m.] 

90. Your 24, September 27, 10 p.m. I have had the matter men- | 

| tioned in your telegram very much in mind from the beginning of | 

our consideration of the proposed restricted zone around this con- 

- tinent and if I remember correctly discussed it with you and with 

the President. | : | 

‘It is of course clear that if the proposed restricted zone is established 

- and respected by the belligerents both Germany and the allies will 

derive certain advantages as well as disadvantages therefrom. From 

the standpoint of possible advantages to the allies the security of 

their ships carrying supplies of raw materials from the South Ameri- 

| can Republics to their own ports so long as they remain within the 

restrictive zone would be a very great gain. They would derive even | 

greater benefits from the fact that if the restricted zone is respected 

| they would be enabled to reduce materially their naval patrols within | 

| such areas as well as from the fact that their colonial possessions 

within the restricted zone would be far less liable to incur any danger. 

7 The sole disadvantage to the allies which I can see derives from the 

relative advantage to Germany which would result from the security 

of German merchant ships now within the restricted zone which | 

- would be enabled as you indicate to engage in coastwise shipping. | | 

As you know there is already under way a movement on the part 

of some of the American governments to attempt to take over these 

German merchant vessels and if this is done there is no doubt that 

| the allied governments would immediately raise the question as to 

the validity of such transfer of title during the war period. If we — : 

~ gustain the general proposal for the creation of a restricted zone on 

the ground that the American Republics are entitled to continue 

normal shipping communications with each other notwithstanding 

the outbreak of war in Europe it would seem to me that there would 

necessarily be inherent in such proposal the right of all belligerents 

to engage in maritime communications between the American Re- 

publics so long as their merchant ships kept within a reasonable 

distance of our coasts. The great fear of many of the American 

Republics which has been expressed to me in my conversations here 

and particularly in conversations with the representatives of the 

Pacific Coast republics is that the sharp reduction in British shipping 

from South American ports to Europe caused by the outbreak of war 

cannot within any foreseeable period be compensated for by any com- 

mensurate increase in American merchant ships. The unanimous
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tendency on the part of these republics will be to insist that German 
‘ships be permitted to continue inter-American trade whether under. 

| German flags or under the flags of some of these republics themselves _ 
| after transfer of title | - 

_I realize the complicated nature of this problem but so far as my 
own opinion is concerned I have reached the very definite conélusion 
that from the standpoint of preserving so far as possible healthy: trade 

| and commerce between the American Republics notwithstanding the 
outbreak of war the disadvantages resulting from the creation of the _ 
restricted zone would be far less than the advantages to be derived | 

| | therefrom; I need hardly emphasize the fact that as is clearly stated in 
the project the restricted zone would only continue so long as all of 
the American Republics retained their present neutral status. — a 

: -740.00111. A.R./378 : Telegram | | - re oe 
The Secretary of State to the American Delegate (Welles) i | 

oo a _ Wasutneton, September 29, 1939—8 p. m. 
_ 82, For the Under Secretary from Berle. Your 20, September 28, 
4p.m. Have discussed the proposed line with the Navy Department 
and with the President. _ | | oe 

The President has in mind a patrol line under which the Argentine, 
So Brazil and ourselves in cooperation patrol from a point just below Mar 

_ del Plata to the northern boundary of the United States. He believes 
: that the Argentine government might be persuaded to take on pa- 

: trolling part of the Brazilian coast to a point south of Rio and the 
Brazilians from there on as far north as they could, but probably to a 
point off Natal, and that they would have to invite us to share patrol- 
ling from there north to the southern terminus of our own patrol. 
Such patrols would be chiefly by destroyers, seaplanes, etc. In the 
event that focal areas required special patrolling, necessary measures 
might be worked out in consultation. This would require that arrange- 
ments be made by which Brazil would invite us to patrol a portion of 
her area and Brazilians and Argentines mutually agree on patrolling 

_ from Mar del Plata north. | 
The primary purpose of the patrol would be to prevent establish- 

ment of submarine bases and to assure that unneutral use of these 
coasts was not made by any belligerent. A possible measure might be 
understanding that unneutral] use of the coast of any of the American 
republics would be considered as an unneutral use of the coast of all 
American republics, so that a ship acting unneutrally from an Argen- 
tine base might be interned if she entered a Brazilian port or the like.
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- The problem of German merchant vessels now blockaded in Latin 

American harbors has likewise been discussed. The probable provi- 

sions of the new Neutrality Act will be such as to release a great many 

American vessels which would promptly seek to enter Latin American 

trade, and for this reason it is not thought that the German vessels 

will be needed to maintain communications with the Latin American 

republics. Further, both the Navy and the Department are impressed 

by the obvious dangers of allowing German ships with German crews 

to engage extensively in the coastwise continental trade. The. Presi- 7 

dent does not believe it advantageous to create a situation permitting 

these ships to operate freely in the restricted zone. _ a | 

British Embassy has indicated to us that it will not recognize title 

to German ships transferred to neutral flags, and will insist on right | 

to capture German ships in any event. Nevertheless, it is contemplated | 

that representations may be made to the British suggesting that Ger- 

man ships taken over by neutrals and put into the trans-Atlantic 

trade may be of great importance to them in view of the provisions 

of the Neutrality Act, and we plan further discussions with the British 

on this point. | | CO 

Under these circumstances it seems to me, first, that the resolution as 

drafted textually may stand, but that the limitation on hostile acts 

might be so handled as not to release German vessels now immobilized 

unless or until arrangements are made to take over the blockaded 

vessels. The consultation committee might be so set up as to remain in 

continuous contact with a view to determining any particular areas, 

ports or lanes in which belligerent activities interrupted inter-Ameri- 

can communications and in any such case measures might be devised 

for ending activities by diplomatic or naval action, or both. [Berle.] 

| | Hoi 

—_ 

740.00111 A.R./415: Telegram 

The American Delegate (Welles) to the Secretary of State 

Panama, October 3, 1939—9 a. m. 
[Received 12:20 p. m.] 

36. For the President and Secretary. I am deeply gratified to be 

enabled to report that a final agreement was reached today by the 

meeting upon all of the remaining proposals submitted. From the 

commencement of the discussions there has been complete harmony 

and an exact identity of criterion on the part of all of the delegations. 

The four points contained in the declaration providing for the 

restricted zone around the American Republics were agreed upon in 

precisely the form approved by the Department. No suggestion was
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made by the Argentine delegation or any other delegation for a change 
in the extent.of the zone. 7 a os 
The delegations of Argentina, Brazil, Chile, Mexico and Peru 

| have indicated their desire to purchase the German merchant ships 
which have taken refuge in their respective ports. I believe of course 
that it would be exceedingly necessary that steps on this character 

| be taken promptly in order to eliminate the danger of a large number — 
of German merchant vessels undertaking inter-American maritime , 
service. : : | | BS 

_ A general agreement on the norms of neutrality measures was like- 
| wise reached in what in my judgment constitutes an exceedingly 

| desirable form. A considerable number of other declarations and 
resolutions were adopted none of them, however, of any peculiar — 

| significance other than one providing for the establishment of inter- _ 
American police contacts so as to guard against the danger of agents 
of the belligerents undertaking concerted subversive activities in the 

| territory of any American republic. | es 
a Full texts of all of the declarations and resolutions adopted - will 

| _ be sent to the Department by air mail. | oe ! |



i u ER. He 
to ESS fa at See 

[| se averoe SB fe 
Tr aN SS 

a al 

| \ i cefne  G A NTA DA gl | Les - ° =~ 

! \ 3 
es 

wf 3 Gettot be rR, 
Ww Pd 

wow \ ‘ 
had cemgfen apy 

I } i 
ee megs ee Al ine 

j 

I { / 
EE yf en 

| 

Ho \\ . ON ee op 
i 

ee i mat NETEDISTATES
 EP fe 

| 

ji ao 
ar eS

 seated 

y 

f | WA se ret 
cat ~ oye - —__.__.-- 

| 

\ Luueae 
ee 

NO RB) TM sestiiice \ 

H 
sansa 

* 

fey Oe ik 

Yak oS. 
fp ee peamuns 

wacese oT] 

F 
cantdery 

~, Bigs ee lnne é 4 ve 
wo gy 

1 aye Sy 4 a AS Fscen dale aee A 
| 

= il 

\ “RSs SF rn rn 
4 o7T 

a 

Atson tty ea ¢ sy OF ay *, | 
+ 7 L A N rods¢ 

bee q 

| \ eX - f aexico 8] & tS 
j cde 

poe 
‘ YG | kes Ck OE —_ 

citi 

i . pat 8 tool ve = EPpe wes FE 
| Lal 

4 
Om asc ee NT end ay wa Sy rae ee. AY B 

1 Aoi 

lk on NO wmf Spor novos Sy SR 
|| 

in} 
aoe ration er Se wn 

~ las ~ ot 

| 
RN eS NY Mes we ag gf O COC *FhN AON jeg] 

on oan cant 5 
cust peers’ | iff 

EE 
~.| out SG UARIBBRAN SEA ai, 

frost | sign H 

| 
ceagges peg BER a eB ae 

dame 

f 
— Pre ges ‘e Sg eaters 

1 kes 

HI POA GC Fl RP £6 TENS INT Lg sere exh <8 ON, 
eT 

iF 
ees Y corossia Ae Lloret, N paw vol 

d 
‘ / Leg yee ok L 

* 

fy. 
ov wey ira re 8 REN N eh ON 

| —-| ————. Pps . athe vit wwf : 

t oy - SS en 
NTO Rue ot doudY aH 

it py © TAN Ves areas 2 ONT fasten, § SS a 
| i 

BT 

ase 
ee eae 

~ —ot 

i 
1 f [se 

oe aa 
| 

He 
" 4 ¢ 

Jos, j | 

\ \ t 

! 

\ \ | | Joo |~ voll 

“age 

ae oN 
vr 

h | 

Bhd Mont, 
Vy ~ [|B RA 7 ; 

| oe ot 
\ | NN, i ‘i \ if : | i 

me fo 
\ ek BT PR ; em ! tl 

hile 
. Sage 3 { 1 

.  tenteie 

weapon) ms rs oo 
_ 

{ 
cea 

f ssdemea Ve ek ee | past | il 

itl 
| oe 

cA oo fy C43 foe Ms ws ih 

ll ef Perara “ag. 8 as se hens ae ine Daren ’ 
I cy f ; 

m4 

4 gL Pavaracoap, 8 arise an etre aa faye evita (Re ee j | fi . a 5 
A 

I 
wy ey FY i senor Boqe® 

Gao AL Tig meeting of er Porely 
ae ed f ee 

' eiabsera of vio Avcomieen Qupabligs for conul:anio- 
i te mm | | \ 

poe cat 
“ey 

i VA ~ 
Soe ee 

soll 

| mier we luer-dsuesiga agracmanty 3 Buenvs Awes ) yes ® - peo ron mH 

Ui] aca Lima wo be weld te Penns fe Sets _ / | Hes 8 
4 

i 
Tee | ai 

| | 

1! ope cre:arnde para la sani 
| gif “3 

i 
j 

t netactons PNB ES as SSS / | uy i 
4 £ . 

i idagtones icenioves de vas Meptbiizas Aonericanas i ae rouge , pA N OP Ye Tg 

I privisiad [or ioe aeuordss 
ee a s 

| Toc 

ti tatepamerioanes de Teuense Alpet y ao Lena uo e 
ewe! 

ij ° 

lll cscebrard on Baran 
es 

\ | os vam x 
Sgyreages : } = 

| ebrard on Danas o:, Septiembre de 29. 
OFT Mrmtinteng’g OS | STW OC BAN e 

Rilo: 
| | sss %e, K | 

MAS & 

tl go> 
ne 

S 7 
aapeace” 

Hf 

Dee eerie =e 
3. 

ke oes 
CESUE | 

tay ase en 
Se 

EE 
=e





EXxpianatory Note RecarpiInc DECLARATION oF PaNnaMA Map 

The history of the Declaration of Panama map, preceding the meeting of 
the Foreign Ministers of the American Republics in Panama; follows: _. 
At the request of the Division of the American Republics in the State De- 

partment the Office of the Geographer laid down on National Geographic Society 
maps of the Western Hemisphere, at different times, the limits of waters | 

| _ within 500, 700, 1,000 and then finally 300 nautical miles of all of the 21 
American Republics, including their island’ possessions—and excluding Canada, 

| Newfoundland, and the colonies of European countries in the Americas. The 

300-mile limit was regarded. as being adequate, and the arcs of 300-mile radius _ | 
| were then laid down on a U. S. Hydrographic Office chart of the world, taking : 

into account the latitude variations in scale on the Mercator chart. That chart, | 
with only the 300-mile ares (as shown within the shaded areas on the accom- | 

- panying map)‘ was sent to President Roosevelt... So Pos | 
oe _.., The President selected turning points of a provisional zone, which he. iden- co 

tified with small “x” marks in pencil, and lettered them from “A” to “L”. He 
then drew straight lines with a ruler between those points. The map was re- 

‘turned to the geographer of the Department with a request that the zone pro- 7 
- visionally laid down by President Roosevelt be shown on a well drafted map, 

and deseribed textually. In:order'to facilitate description, some of the turning 
| points were slightly. moved... The parallels of latitude serving as northern limits oa 

of the-zone, on both the.Atlantic and Pacific sides, are the latitudes of the ter- ae 
- mini of the U. 8.-Canada boundary, as defined in the joint reports of the Bound- - 

| _ary Commissioners; all of the other turning points were assumed to be points at - | 
- integral numbers of degrees nearest the President’s lettered turning’points. The | 
limits‘ of the gray shaded areas, on the accompanying map, : precisely coincide | | 

with the lines thus modified from the President’s preliminary lines. .Wherever - 
the limiting lines do not follow a meridian or a parallel they. are defined as oe 

“rhumb lines,” which means that they follow a continuous true compass course oe 

| between the points concerned, and that the lines are straight lines on a Mercator | 

projection. | ee So a 
- The textual description of the zone is given in the Declaration of Panama, 
printed on page 86.0 ~ 0 Ot 
_ It will be noted that there was no point:“D” on the map in President Roosevelt’s | 
notation. Also that the point “H” was ignored in laying down the modified | 
limits ; the 300-mile are beside which President Roosevelt marked “H” had been 
incorrectly laid down by the draftsman, from a spot on the map which had been | 
mistaken for the Chilean island “Mas Afuera.” The Hawaiian Isiands, two 
Chilean islands, Easter Island and Sala. y Gomez Islands, and other distant | 
islands, were ignored in laying down the 300-mile arcs on which the zone was 

based. 
- The waters within three nautical miles of Bermuda, Jamaica, the Guianas, 
and other European territorial possessions were excluded from the zone de- 

scribed in the Declaration of Panama. They could not be excluded from the 
shaded area of the map because of the smaliness of the scale. 

| The map, as printed and sent to Panama for use at the meeting of the Foreign 
Ministers, showed the shaded area, with the latitude and longitude of turning 

points, and the English and Spanish notes, as shown on the accompanying map, 

but without the 300-mile arcs there shown, and without the “x” marks and 

letters which had been added (on another map) by President Roosevelt. 

| 35
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740.00111 A.R./508 | | | 
ee Declaration of Panamé* «> 

The Governments of the American Republics meeting at. Panamé, 
| have solemnly ratified their neutral status in the conflict which is 

disrupting the peace of Europe, but'the present war-may lead -to 
- unexpected results which may affect the fundamental interests of 

| _ America and there can be no justification for the interests of the bel- 
ligerents to prevail over the rights.of neutrals causing disturbances | 
and suffering to nations which by their neutrality in the conflict and | 
their distance from the scene of events, should not be burdened with 
its fatal and painful consequences. = 
_ During the World War of 1914-1918 the Governments of Argentina, 

: Brazil, Chile, Colombia, Ecuador and Peru advanced, or supported, 
_ individual proposals providing in’ principle a: declaration by. the | 

American Republics that the belligerent nations must refrain from 
committing hostile acts within a reasonable distance from their shores. 

The nature of the.present conflagration, in spite of its already __ 
lamentable proportions, would not justify any obstruction to. inter- 

| American communications-which, engendered: by: important: interests, | 
| call for adequate protection. This fact requires the demareation of _ 

a. zone of security including all the normal maritime routes of com- 
munication and trade between the countries of America. =. ss | 
To this end it is essential as a measure of necessity to adopt imme- 

_. diately “provisions: based on the above-mentioned precedents forthe — 
| | safeguarding of such interests, in order to avoid a repetition of the 

damages and sufferings sustained by the American nations and by their 
citizens in the war of 1914-1918. | OO 

There is no doubt that the Governments of the American Republics 
| must foresee those dangers and as a measure of self-protection insist 

that the waters to a reasonable distance from their coasts shall remain 
free from the commission of hostile acts or from thé undertaking of 
belligerent activities by nations engaged in a war in which the said 

. governments are not involved. =. = | . oo 
. For these'reasons the Governments of the American Republics 
Resolve and Hereby Declare: = = = 8 —° — 

1. As a measure of continental self-protection, the American. Re- 
publics, so long as they maintain their neutrality, are as of inherent 
right entitled to have those waters adjacent to the American continent, 
which they regard as of primary concern and direct utility in their 
relations, free from the commission of any hostile act by any non- 
American belligerent nation, whether such hostile act be attempted or 
made from land, sea or air, : 

“Transmitted to the Department in covering despatch of October 3 from the 
American Delegate. This Declaration was part of the Final Act of the Meeting 
of the Foreign Ministers, approved October 3, 1939.
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| ‘Such waters shall be defined as follows. All waters comprised 
| within the limits set forth hereafter except the territorial waters of 

Canada and of the undisputed colonies and possessions of European 
countries within these limits: —_ So 
* Beginning at the terminus of. the United States-Canada boundary 

: in Passamaquoddy Bay, in 44°46’36’’ north latitude, and 66°54’11’" — 
west longitude; = | 
_. ‘Thence due east along the parallel 44°46’36’’ to a point 60° west of 
Greenwich; ©. / - a Co 

_ Thence due south to a point in 20° north latitude; a 
Thence by a rhumb line to a point in 5° north latitude, 24° west | 

longitude ; Oo - : 
_ Thence due south to a point in 20° south Jatitude; _ ee 

Thence by a rhumb line to a point in 58° south latitude, 57° west 
longitude; , | 7 | | 

| Thence due west toa point in 80° west longitude; = ss 
Thence by a rhumb line to a point on the equator in 97° west 

longitude; CT | | 
1 | once by a rhumb line to a point in 15° north latitude, 120° west 
ongitude; | , - Oo : | . 

Fhence by a rhumb line to a point in 48°29’38”’ north latitude, 186° . 
west longitude; _ _— So : 

- Thence due east to the Pacific terminus-of the United States-Canada 
boundary in the Strait of Juande Fuca. 8-32) a 

9.. The Governments of the American Republics-agree that they will © 
endeavor, through joint representation to such belligerents as may now | 
or in the future be engaged in hostilities, to secure the compliance by 
them with the provisions of this Declaration, without prejudice to | 

| the exercise of the individual rights of each State inherent in their a 
sovereignty. = © : oe 

- 3. The Governments of the American Republics further declare 7 

: that whenever they consider it necessary they will consult together to | 
determine upon the measures which they may individually or col- 
lectively undertake in order to secure the observance of the provisions 
of this Declaration. ' | oe 

4, The American Republics, during the existence of a state of war 
in which they themselves are not involved, may undertake, whenever 

they may determine that the need therefor exists, to patrol, either in- 
dividually or collectively, as may be agreed upon by common consent, 
and in so far as the means and resources of each may permit, the 

waters adjacent to their coasts within the area above defined. (Ap- 7 

proved, October 3, 1939.) | : | 

740.00111 A.R./492 oo 

, The Chargé in Chile (Frost) to the Secretary of State | : 

No. 50 a Sant1aGo, October 4, 1939. | 
OS ee _ [Received October 10.] | 

Sm: I have the honor to report that the Acting Chief of the political 
section of the Foreign Office, Sefior Enrique Gajardo, informed me 
this morning that Chile’s only hesitation respecting the three hundred
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mile safety zone agreed upon by the Pan American Conference had __ 
arisen from the opinion of the Chilean Navy that the latter would not 
be able effectively to patrol the extensive ocean areas which the zone | 

a establishes. ‘The Navy last. week expressed the view that a fifty mile 
- zone would be much more practicable. As assurances were received 

| by the Chilean delegation at Panama, however, from Under Secretary 
‘Welles, that each country would be expected only to effect such patrol 

_ ‘Ineasures as its naval resources permit, the Chilean Government was | 
oe glad to accept the proposal. He indicated that the Declaration of 

| Panama regarding the safety zone is to be communicated to all the 
belligerent Governments by the president of the Conference; and ex- 
pressed the opinion that Germany would be fully as ready to accept 
itaswould Englandand France.  _- So 

| _ Much interest has been aroused at Santiago by the possibility that - 
| _ the German merchant ships which have sought refuge in Chilean 

| harbors might navigate freely within the safety zone. This would 
_ be to the advantage of Germany, but would also be beneficial to 
Chilean commerce. The decision of Panama that the merchant ships 

- of belligerents in Latin American ports might be transferred to 
| Latin American ownership if the sales are bona fide is of some rele- 

- vance; but itis doubtful whether Chile possesses sufficient German 
a exchange or funds to put through genuine purchases of the six 

vessels now in her ports. Some of the leading American mineral 
: _ enterprises in Chile would be pleased to see such a transfer take place, 
a _ or to learn that the regulations in connection with the establishment 

of the safety zone will permit German vessels to operate without 
danger throughout the western hemisphere. Sefior Gajardo stated 

_ that his Government has not as yet given this question protracted 
| or thorough consideration. | a | 

It may be mentioned that Sefior Gajardo drafted the instructions 
to the Chilean delegation to Panama, with the approval of the For- 

| eign Minister, which is said at all times to have been readily forth- 
coming. He states that no difficulties of any consequence arose, from 
a Chilean standpoint, during the Conference. The Chilean delega- 
tion under instructions from its Government, he feels, was able to 
cooperate cordially and without differences of opinion in the delibera- 
tions of the Panama Conference; which he considers to have been 
eminently successful. From such cursory attention as the Embassy 
has found time to devote to the Santiago press during the past week 
it would appear that the public reaction to the labors of the Con- 
ference has not been very active; but that it has been favorable, except 
that the Nacista-Socialist Z7 Trabajo attacks the results as represent- 
ing one more advance for imperialism. , 

_ Respectfully yours, Westey Frost
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740.00111 A.R./502 | os a | 

) Memorandum of Conversation, by the Secretary of State | 

| | [Wasuineron,] October 7, 1939. . 

The French Ambassador” called at his own request. He made | 

some reference to the so-called safety zone around this hemisphere as 

suggested by the Panama Conference during this week. I made it 

clear to him that it was really just an extension to the lower end of 

the Caribbean of our present patrol policy in the Atlantic opposite | 

this country; that it simply further implemented the consultative 

peace pacts of Buenos Aires and Lima; that there were no implications 

of the use of force in any of these consultative pacts, from the Buenos 

Aires Conference to and including that in Panama; that this Govern- 

ment in no event contemplates the use of force unless and until it is 

first attacked; that there is no plan or purpose to break down or 

destroy international law; that it is deemed important that this and 
other American nations should know something of what is going on 

as far out in the ocean as any activities might be calculated to affect | 

the national security of the American Republics. | | a 

The Ambassador seemed to be satisfied, and added that his Gov- | 

ernment had not requested him to make any inquiry or representations. | 

Oo | 7 —* Cforvant.] H[vr] 

740,00111 A.R./498: Telegram a Oo 

The Ambassador in Panama (Dawson) to the Secretary of State - 

- | | Panama, October 10, 1989—10 a. m. 

| | [Received 1:40 p. m.] 

123. On October 4, President Arosemena cabled the Declaration 

of Panama to the King of England, the President of France and the 

Chancellor of Germany. Although he requested acknowledgment 

of receipt, the only reply received thus far is that of the King of 

England who states that he has referred the message to his responsible 

Ministers.” | 

Dawson 

* Count de Saint-Quentin. 
* On October 16, the Panamanian Minister for Foreign Affairs directed a note 

to the Department of State enclosing a reply (undated) from the President of 

France stating that the note of October 4 would be the object of an attentive 

examination. (740.00111 A.R./645)
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. | 740.00111A/110b: Circular telegram | 7 

— The Secretary of State to Diplomatic Missions in the American 
_ Republics 

| 7 _  Wasurneton, October 19, 19389—4 p. m. 
On October 18 the President of the United States announced the 

following Proclamation with reference to “Use of ports or territorial | 
waters of the United States by submarines of foreign belligerent 

| states”: 27 __ | | an | oo 
[Here follows text of proclamation printed in Department of State 

Bulletin, October 21, 1939, page 396, and 54 Stat. 2668. ] | | 
Please make the foregoing text available to the Minister for Foreign 

Affairs, explaining that the action was taken in accordance with para- 
graph 3, subparagraph (£), of the General Declaration of Neutrality 
of the American Republics, approved at Panama City on October 3, 
1939,” which states that neutrals “may exclude belligerent submarines 

_ from the waters adjacent to their territories or admit them under the. 
| condition that they conform to the regulations which each country may 

prescribe.” | : | | Huu 

| __ [The following American Republics adopted legislation. or issued 
decrees during the year 1939 designed to prohibit and/or limit the 

_ entry of belligerent submarines into their ports and territorial waters: 
| Brazil (Article 18 of decree-law No. 1561 of September 2, 1939, 

: | in Pan American Union, Law and Treaty Series No. ‘12: 
Decrees and Regulations on Neutrality, p.93). 

Mewico (Article 5-b of decree of September 11, 1939, zbzd., p. 51; 
| - oes in article 1 of decree of October 5, 1939, <bid., | 

+p. 53). 
Veneaels (Article 10 of decree of September 12, 1939, bid., p. 

Dominican Republic (Article 21 of law No. 163 of October 18, 
_ 1989, zbtd., p. 68). oo 

_ Panama (Decree No. 167 of November 6, 1939, 2bzd., p. 59). 
H ote) (Article 9 of decree No. 38 of November 13, 1939, <dd., 

: p. 46). | : | 

740.00111 A.R./631 CO 
Lhe Panamanian Chargé (Bricefio) to the Secretary of State 

| | [Translation] - | 

No. D-248 | WasHineton, October 26, 1939. 
Mr. Szorerary: I have the honor to inform Your Excellency that 

I have received instructions from my Government to communicate 

“A similar proclamation was issued on November 4, 1989, under authority 
of the joint resolution of November 4, 1939; 54 Stat. 4 and 2672. 

* Department of State Bulletin, October 7, 1939, pp. 326, 328. 7
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| to the Department of State that His Excellency the President of the - 

Republic of Panama has received a reply from the Fuehrer Adolf 

Hitler, Head of the Executive Power of Germany [to the telegram] ” 

in which he transmitted to him the Declaration of Panama. — 

The Fuehrer’s reply is of the following tenor : | 

“His Excellency Dr. Juan Demostenes Arosemena, President of the 
Republic of Panama, Panama. I acknowledge to Your Excellency 
the receipt of the telegram of October 5 in which you communicate | 
to me the decision of the American Governments, reached at Panama, . 

- toestablish a prohibited zone around America to prevent. belligerent 
activities. I have charged the proper offices of the Government with 
the examination of the matter. Please accept, Mr. President, the 

| expression of my highest esteem. | ae Do 

en ee | Adolf Hitler” 
I avail myself ‘[etc.] oon a _ Juuio E. BricENo | 

| * Brackets appear in the file translation. i | Oo 

*° Translation from the German. Oo | |



_ ESTABLISHMENT OF THE INTER-AMERICAN FINANCIAL 
_ AND ECONOMIC ADVISORY COMMITTEE: —. | 

| 740.00111 A.R./487: Telegram CO te a 
_. The American Delegate (Welles) to the Secretary of State 

| oS. Sanra Exe 1a”, October 4, 1989—10 p. m. 
| oO ee _.. [Received 11:10 p. m.] | 
_ 48. The Economic.and Financial Advisory Committee agreed upon 

| _ at Panama is to be a permanent body which will turn its attention to | any and all questions of inter-American relationships in these fields 
a _ in which it may appear that useful result is to-be expected. The 

oo meeting scheduled at Guatemala is one of treasury representatives for 
purpose of technical discussion and interchange; there is no expecta- 

_ tion that any agreements will be reached at Guatemala or any negotia- 
| tions undertaken. | 

I suggest that the Guatemala meeting in carrying on the discus- 
sion and interchange on the topics in its agenda could do a useful 
job in defining the tasks in the monetary and financial field that the __ 
permanent committee could undertake and perhaps mail recommenda- 

| tions to it. I see no reason why this meeting should be delayed.? 
| | WELLES | 

| | 710. Financial and Economic Advisory Committee/2 

: The Director General of the Pan American Union (Rowe) to the 
Secretary of State 

- Wasurineton, October 19, 1939. 
My Dear Mr. Secretary: I beg to send you herewith a copy of 

the resolution adopted by the Governing Board of the Pan American © 
Union at the session held on Wednesday, October 18th, 1939. 

*Created by resolution III, approved October 3, 1939, of the Final Act of the 
Meeting of the Foreign Ministers of the American Republics for Consultation 
under the Inter-American Agreements of Buenos Aires and Lima, held at Panama, 
September 23-October 3, 1939 (see pp. 15 ff.). See also Comité Consultivo 
Econémico Financiero Interamericano, Manual de su organizacién y actividades 
1939-1943 (Washington, n. d.) ; Organization and Activities of the Inter-Ameri- 
can Financial and EHeconomic Advisory Committee (Washington, Pan American 
Union, May 1941) (mimeographed) ; Actas de las sesiones del Comité Consultivo 
Econémico Financiero Interamericano (Washington, Unién Panamericana, n. d.) 
(mimeographed). 

* First meeting of the Finance Ministers of the American Republics, Guatemala, 
November 14-21, 1939, called in conformity with Resolution LXIV of the Highth 
International Conference of American States. See Final Act of the Meeting, 
Department of State Bulletin, December 2, 1939, pp. 625-631. 

42
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I will greatly appreciate if you will be good enough to send me the 

name of United States representative on the Inter-American Financial — Oo 

and Economic Advisory Committee as soon as the appointment has 

been made. Oo 7 

I beg to remain [etc.] LL. 8. Rows ae 

| [Enclosure] | 

_ Resolution Adopted by the Governing Board of the Pan American | 

| Union on October 18, 1939 | 

- WHEREAS: 7 

The Meeting of the Ministers of Foreign Affairs of the American | 

Republics held at Panama adopted a resolution creating an Inter- OO 

American Financial and Economic Advisory Committee to be com- | 

posed of twenty-one experts in economic problems, one for each of the 

American Republics, to be installed in Washington not later than | | 

November 15, 1939; and . | | oe 

The Pan American Union was requested to undertake the organiza- 

tion of the Committee. | | 

The Governing Board of the Pan American Union | | 

| Resolves: | 

1. To request each Government, member of the Union, to designate 

an expert in economic problems to serve on the Inter-American Finan- 

cial and Economic Advisory Committee created by resolution of the 

Meeting of the Ministers of Foreign Affairs of the American Republics 

at Panama. | | 

9. To invite the members of the Financial and Economic Advisory a 

Committee to convene at the Pan American Union on Wednesday, 

November 15, 1939. | | 

| 3. To authorize the Director General to transmit this resolution as 

well as the resolution adopted by the Meeting of the Ministers of | 

Foreign Affairs to the Governments through the intermediary of the 

members of the Governing Board. 

4. To authorize the Director General to take the necessary steps for 

the organization of the secretariat of the Committee. | 

710. Financial and Economic Advisory Committee/2 

The Secretary of State to the Director General of the Pan American 

Union (Rowe) 

Wasuineron, November 3, 1939. 

My Dear Dr. Rows: In reply to your letter of October 19, 1939, 

sending me a copy of the resolution adopted by the Governing Board 

293800—57-—_4
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of the Pan American Union, I wish to.inform you that Mr. Sumner 
Welles, Under Secretary. of State, will be the representative of the 

_ United States on the Inter-American Financial and Economic 
Advisory Committee. | | — OO 

Oo Sincerely. yours, Cornet Hui



«ESTABLISHMENT OF THE INTER-AMERICAN , 

| NEUTRALITY COMMITTEE I 

740.00111 A.R./545 a a Be | 

The Secretary of the Governing Board of the Pan American Union — 

| _ (De Alba) to the Secretary of State 

| | Wasuineton, October 13, 1939. 

My Dear Mr. Secrerary: I have the honor to inform you that in 

accordance with your request, the Governing Board of the Pan Ameri- 

can Union will meet on Wednesday, October 18, in an extraordinary 

session, to consider the two resolutions adopted at the recent Con- 

| ference held in Panama relative to the organization of an Inter- | 

American Committee on Neutrality and an Inter-American Economic 

and Financial Committee | ee | a 

Ibegtoremain fete] = = = | - Prpro pe ALBA . 

740.00111 A.R./606 ee 

The Secretary of State to the Ambassador in Brazil (Caffery) — | 

‘Wasuineron, October 20, 1939—7 p. m. 

910. For the Ambassador from the Under Secretary.2 Your 371, 

October 20, 1 p. m.,? second paragraph. As you will recall, the 

general neutrality resolution provides for the election by the Gov- | 

erning Board of the Pan American Union of an inter-American 

neutrality committee composed of seven members. The Governing | 

Board has designated a subcommittee to recommend to the full Board 

suggestions as to the manner in which the subcommittee should be 

selected. The subcommittee is composed of the Argentine and Vene- 

zuelan Ambassadors and the Guatemalan Minister. I am informed 

by the members of this subcommittee that they desire to suggest that 

the neutrality committee be composed of representatives of the same : 

countries now represented on the committee of jurisconsults which is 

undertaking a study of the codification of international law. There 

are now six members on this committee of jurisconsults representing 

the United States, Mexico, Costa Rica, Chile, Argentina, and Brazil. 

2 See pp. 42 ff. | 
* Sumner Welles. : 
* Vol. I, p. 678. 
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| If this procedure is adopted by the Governing Board, Brazil will con- 
_. sequently obtain a representative on the neutrality committee. The 

| | seventh member to be appointed would presumably be a representa- 
tive of Venezuela in recognition of the fact that Venezuela was the 

| author of the project providing for the appointment of the neutrality 
committee. BG | ce oe | 

Please tell Nabuco ‘ that this Government will most decidedly favor 
| and support Brazilian representation on the neutrality committee. 

[Welles.] eo re 

| 740.0011. A.R./634 | : | : 
_  -- Memorandum. of Conversation, by the Secretary of State — 

ae ee - _. . [Wasurneton,] October 26,1939. 
‘During his call on me, the Brazilian Ambassador requested the 

support of the United States Government in favor of Rio de Janeiro 
| as the meeting place for the Inter-American N eutrality Committee, | 

en as created by paragraph five of the General Declaration of Neutrality 
| of the American Republics at Panama. I spoke at length about the 

friendship of my country for his and the desire of my Government 
__ always to be cooperative in every feasible manner, etc., etc. I said 

then that I should say to him confidentially that the subcommittee of 
| the Pan American Union, recently appointed to study the manner of 

selecting the seven members of the Inter-American N eutrality Com- 
mittee, were rumored to have their report completed for the meeting 
on November first of the Governing Board; that the report suggests 

_ that each of the six countries represented on the Committee of Ex- 
perts on the Codification of International Law be invited to choose 
one member of the Neutrality Committee, and that the host Govern- 
ment, when known, shall be invited to choose the seventh member. __ 

I added that this would probably bring on debate and discussion 
at the coming Pan American meeting. I concluded by saying that 
I would be glad in the meantime to keep in touch with the Ambassa- 
dor and to exchange any further information with him in regard 
to all phases of the question. He said that the matter was not of 
enough importance for extended debate or discussion and he would 
undertake to see the Ambassador of Venezuela and talk at length 
with him so as to develop unanimous agreement with respect to the 
matter. I agree with the Ambassador that all reasonable effort should 
be made to avoid controversy since this was not a matter of major 
importance. 

| C[orpett] H[ ou] 

‘Mauricio Nabuco, Secretary General, Brazilian Foreign Office.
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| 740.0111 A.R./672 | 

The Secretary of the Governing Board of the Pan American Union | 

| (De Alba) to the Secretary of State 

| ee __ ‘Wasuineton, November 3, 1939. _ | 

_. My Dear Mrz. Secretary: At the meeting held on November 1, the | 
- Governing Board of the Pan American Union approved the Report of 

the Special Committee that had been appointed to consider the reso- | 

: lution on the Inter-American Neutrality Committee created by a reso- 

| lution of the meeting of Foreign Ministers of the American Republics 

held recently at Panama. In the Report approved by the Govern- 

ing Board it is provided that this Committee should be composed of | 

representatives from the following countries : Argentina, Brazil, Chile, 

~ Costa Rica, Mexico, the United States of America, and Venezuela. . 

At the same session it was provided that: the seat of the Committee 
should be in Rio de Janeiro. It devolves, therefore, upon.the Gov- | 

ernment of the United States to designate a member to serve on the 
Committe. | gg a ne | 

It will be greatly appreciated if you will inform the Pan American 

Union of the Representative who may be designated by the Govern- 

| ment of the United States to serve on the Inter-American Neutrality 
| Committee.® Oo Bn 

__- T beg to remain [etc.] | PEDRO DE ALBA 

740.0011 A.R./672 7 ee | | 

: The Under Secretary of State (Welles) to the Secretary of the 

Governing Board of the Pan American Union (De Alba). 

) 7 Wasuineron, November 27, 1939. — 

‘My Dear Dr. pe Ata: I have your letter of November 3, 1989 

~ referring to the action of the Governing Board of the Pan American 

Union, which approved the Report of the Special Committee ap- 

pointed to consider the resolution on the Inter-American Neutrality 

Committee created by a resolution of the Meeting of Foreign Min- 

isters of the American Republics held at Panama. | | | 

In compliance with your request that this Government inform the 

Pan American Union as to the designation of its representative, I 

| take pleasure in informing you that the President has designated | 

Charles G. Fenwick, Ph. D., Professor of Political Science at Bryn 

Mawr College, as the representative of the United States on the 

Inter-American Neutrality Committee. : | : 

Sincerely yours, | _ Sumner WELLES 

5By a note of November 28, 1939, the Brazilian Ambassador informed the 

Acting Secretary of State that his Government had scheduled the inauguration 

of the work of the Committee for January 15, 1940. |



UNITED STATES COOPERATION IN MAINTAINING IN - 
| THE TERRITORIAL WATERS OF CERTAIN OTHER 

- AMERICAN REPUBLICS THE NEUTRALITY PATROL 
~ ENVISAGED BY THE DECLARATION OF PANAMA — 

| ‘740.00111A Neutrality Patrol/42 i 
| The Secretary of State to the Chargé in Guatemala (Cabot) a 

| No.857. - == == Waasxeron, December 12, 1939. 
| _ Sir: The Declaration of Panama. enunciated at the recent Consulta- 

| -tive Meeting of the Foreign Ministers of the American republics pro- 
| _-vides-in:the fourth article thereof that: re es 

oO “The American Republics, during the ‘existence of a state of war 
| in which they themselves are not involved, may undertake, whenever 

they may determine that the need therefor exists, to. patrol, either 
individually or collectively, as may be agreed upon by common consent, 

| and in so far as the means and resources of each may permit, the | 
waters adjacent to their coasts within the area above defined. (Ap- 
proved, October 3, 1939.)” BO 

| You may inform the Guatemalan Government that this Govern- 
ment has concluded that the need existed for a patrol of the waters 

| adjacent to the coasts of the United States and accordingly estab- 
lished and at present is maintaining such a patrol. While the decision 
as to the need for.a patrol of the waters adj acent to. the coasts of 

| the other American republics is obviously a matter for the determina- 
: __ tion of the governments of those countries, this Government believes 

that the institution of a patrol of the waters comprehended within 
7 the zone specified in the Declaration of Panama is very desirable, 

if not essential. If the Government of Guatemala likewise believes _ 
in the desirability of such patrol and would welcome the assistance 
of this Government in order that the patrol might be of a collective 
nature as contemplated in the paragraph referred to, this Government 
would be.very glad to cooperate with the Government of Guatemala 
by making available from time to time its vessels and aircraft. 
. You are requested to discuss this situation informally with the 
appropriate officials of the Guatemalan Government along the lines 
set forth in the previous paragraph and if the Guatemalan Govern- 

| ment is desirous of establishing a collective patrol, it is believed that 
it would be desirable if arrangements could be concluded to grant a 

_ * Ante, p. 36. | -. a 
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general authorization for flights by aircraft of this Government over 

the territory of Guatemala, with any ‘necessary landings at airports, 

and for entrance into its territorial waters of vessels of the United — 

- States Navy in connection with the carrying out of the observation 

patrols contemplated. You should explain in your conversation that 

notification will be made to the Government of Guatemala as far in 

advance as possible, although urgent cases may arise when informa- 

tion regarding the flights or visits can be furnished only after they 

have taken place. You should emphasize that in any event complete 

information with regard to the designation of planes, names of vessels 

and commanding officers, and the location or area to be visited will — 

be furnished as promptly as possible. You should also inform the a 

officials of the Guatemalan Government with whom you discuss this 

matter that the general authorization requested will be terminated at 
the earliest possible date. At the same time please endeavor to make 

it clear that the proposed general authorization for observation flights 

is not intended to affect in any way the existing blanket arrangement 

with the Government of Guatemala in accordance with which through a 

flights of service planes. over: Guatemalan territory to or from the 

Canal:Zone may be made upon notification given through:the Legation. : 

7 You may also inform the officials with whom this matter. is taken 

up’that similar agreements have-been’ concluded in. principle or are — | 

being discussed with the governments of the other Central American - | 

-. eountries and certain of the countries in the Caribbean area. 2 

If a favorable response is accorded to your oral request, it is be- | 

lieved that it would be desirable to embody the terms and conditions _ - 

of the understanding in an exchange of informal memoranda with the Oo 
Ministry for Foreign Affairs. You-are requested to inform the De- 
partment promptly of the result of your conversation and to forward 

the texts of any communications exchanged on the subject. | 

~ For your own information and guidance, in informing the War — 

} and Navy Departments of any arrangements for general authoriza- 

tions for emergency observation patrols which may be concluded, the 

‘Department will make it.clear that the authorizations are under no 

circumstances to be used for indiscriminate visits to the countries 

concerned, and that our missions and local foreign officials will under 

no circumstances be expected to make arrangements for entertainment 

of visiting Army and Navy personnel. a 

- A similar instruction has been sent to the American Legations in 

Managua, San José, San Salvador and Tegucigalpa.’ - 

Very truly yours,: | For the Secretary of State: 

2To Nicaragua as instruction No. 299; to Costa Rica as No. 296; to El Salvador 

| as No. 209; and to Honduras as No. 221; all dated December 21.
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| The Chargé.in Nicaragua (Baldwin) to the Secretary of State — 

| - : | oe oo Managua, December 99, 1939—1 p. m. 
| On Oo [Received 3: 80 p. m.] 

. 184, Instruction No. 299, December 21% and my telegram 125, 
October 18,4 p.m.‘ The Foreign Minister commends the suggested 
patrol and authorizes Nicaragua’s fullest cooperation and extension 

| of facilities under the terms and conditions suggested. 

- | a 740001114. Neutrality Patrol/41 : Telegram | - / _ : a 

-* The Minister in Costa Rica (Hornibrook) to the Secretary of State — 

TN Saw Josi, December 30, 1989—noon. 
ee [Received 3:20 p. m.] . 

a _ 49. Referring to Department’s instruction No. 296, December 21, | 
_ 1989.8 At.an informal conference the Minister. for Foreign Affairs 

| accepted the proposals contained in the above mentioned instruction __ 
_ subject to the approval of the President but assured me:that he had _ 

| - no doubt of the latter’s approval. Doubtful if President’s approval —— 
7 can be obtained until Wednesday as all Government offices are closed 

a because of the holidays. = - ey | 
EEE ga eh | -Hornrer00k 

| 4 740,00111A Neutrality Patrol/55 | - : - | a - 

‘Lhe Minister in Honduras (Erwin) to the Secretary of State 

No.915 | - ss Treucieanra, December 30, 1939. 
ee | ae _. [Received January 4, 1940.] 

Sir: With reference to the Department’s instruction No. 221, of 
December 21, 1939,3 regarding the proposed establishment of a patrol 
of the waters adjacent to the coasts of the American Republics, I have 
the honor to report that this matter was taken up orally with the 
Foreign Minister immediately upon receipt of this instruction, on 
Thursday, December 28, 1939. | | | | 

After giving Foreign Minister Aguirre an informal outline of 
the substance of the Department’s instruction, I supplied him with a 
written memorandum embodying the principal points. The Foreign 
Minister stated that because of the jurisdiction involved, he felt it 

* See footnote 2, p. 49. | 
*Not printed.
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necessary to discuss the matter with the Minister of War, Navy and 

| Aviation, after which he would present it to President Carias for 

approval. | | | 

The Foreign Minister again emphasized the sympathetic attitude | 

of his Government towards the objectives of the Declaration of Pan- 

ama, and his desire to afford full cooperation to crystalize the recom- | 

mendations of the Panama meeting into recognized principles. | : 

The Foreign Minister has today given in writing the full approval 

of his Government for the establishment of a patrol by United States 

Naval vessels of the waters adjacent to the coasts of Honduras and a 

general authorization for flights of United States Naval aircraft over | 

the territory of Honduras, with such landings as may be necessary, 

and for the entrance into its territorial waters of vessels of the United a 

States Navy. | 7 | | - | 

Copies of my informal Memorandum regarding the proposed es- 

- tablishment of the patrol, and copies and an informal translation of _ 

Foreign Office Note No. 3987, of December 30, 1939, containing the | 
acquiescence of the Honduran Government for the establishment of 
a patrol are enclosed herewith® _ 

Respectfully yours, | | Joun D. Erwin 

740.00111A Neutrality, Patrol/60:Telegram a Se , 

‘The Minister in El Salvador (Frazer) to the Secretary of State 

. | San Satvapor, January 5, 1940—11 a. m. 

| - [Received 2:35 p. m.] 

9. Referring to my telegram No. 1, January 2, 3 p. m.,” Salvadoran 

Government acquiesces in all proposals Department’s instruction No. 

| 909 of December 21 * with the sole qualification that blanket authoriza- 

tion will be given United States naval vessels to enter Salvadoran ports 

upon establishment by previous mutual accord between the two Gov- 

ernments that there exists a positive threat of hostile action on the 

part of any non-American belligerent; nevertheless in special cases 

when said prior accord would be impracticable the United States Gov- 

ernment may proceed without it on condition that the United States 

Government would inform the Salvadoran Government as soon as 

possible and in detail of the circumstances justifying the action taken. 

Please instruct if I may accept the foregoing. In such case it is 

understood by the Salvadoran Government that my acceptance would 

implement the understanding and conclude the exchange of informal 

5 Not printed. : 
* See footnote 2, p. 49.
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| | memoranda mentioned in the third paragraph from the end of De- 
partment’s instruction under reference. ods _ 

FRAZER 

. 740.00111A. Neutrality Patrol/59 : Telegram oe 

The Minister in Costa Rica (Hornibrook) to the Secretary of State 

Ee : San José, January 5, 1940—3 p. m. 
a a [Received 5:40 p. m.] 

2. Referring to the Legation’s telegram No. 79, December 30, noon, 
_ the Minister for Foreign Affairs has informed me that the President 

of Costa Rica fully approves the acceptance of the proposals as previ- 
_ ously submitted to the Foreign Minister and agreed to by him. 

| ee Oo | Hornisroox 

i 740.0011 Neutrality Patrol/e4a : Telegram a . a 

_ The Secretary of State to the Minister in El Salvador (Frazer) — 

ee ot! 7 WASHINGTON, J anuary 13, 1940—5, p. m. 

| _. 1. Your telegrams No. 1, January 2, 3 p. m.7 and No. 2, January 
| 5,11 a.m. In your continuing discussions please make it clear that 

| this Government greatly appreciates the willingness of the Govern- 
ment of El Salvador to cooperate with this Government for the pur- 

__ poses indicated in the establishment of an effective collective neutrality 
patrol. This Government is in entire agreement with the Govern- 

_ ment of El Salvador as to the proposed qualifications * but feels that 
in order to avoid any possibility of misunderstanding, both Govern- 
ments should have a full meeting of minds as to the interpretation of 
the phrase “a positive threat of hostile action on the part of any non- | 
American belligerent”. | 
You should then explain to the Minister for Foreign Affairs that 

although the vessels on patrol could of course not establish the true 
| facts concerning any reports indicating a positive threat of hostile 

action by any non-American belligerent individuals or vessels without 
an adequate and undelayed investigation, which might involve patrol 
operations, at any time when on presumptively well-founded possi- 
bility the patrol officers believe that such “a positive threat” exists, 
they will make every endeavor to advise the Department of State and 
the Legation promptly so that the Government of El Salvador may be 

"Not printed. | 
*In telegram No. 6, January 24, 1940, 11 a. m., the Minister in El Salvador 

reported that the Salvadoran Government had withdrawn qualifications and 
Pad niery completely with the Department’s proposals (740.00111A Neutrality 

atro .
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immediately informed. You should emphasize that the patrol offi- 
cers will not undertake investigation operations in any case even one | 
of utmost urgency without simultaneously taking every precaution 
to enable this Government to advise the Government of El Salvador 

: atonce. a 

-740.00111A Neutrality Patrol/68 : Telegram as . | 

Lhe Chargé in Guatemala (Cabot) to the Secretary of State 

en GUATEMALA, January 18, 1940—1 p. m. 
7 | a . | [ Received 2:30 p. m.] 

8, Department’s instruction No. 357, December 12, 1939. Memo- 
randum just received from the Foreign Office states that the Guate- | 

_ malan Government will be pleased to conclude arrangements envisaged 
in the above mentioned instruction. Will see the Foreign Minister 
immediately to arrange exchange. of memoranda in accordance with | 
the Department’s instruction. a | an



DISCUSSIONS REGARDING POSSIBLE PURCHASE BY 
NEUTRAL INTERESTS OF GERMAN MERCHANT SHIPS_s 
WHICH HAD TAKEN REFUGE IN WESTERN HEMI- — 
SPHERE PORTS | age ee 

86.852/11 oo a 
The Ambassador in Brazil (Caffery) to the Secretary of State 

| No. 1756 — | a Rio pe Janero, September 16, 1989. 
en - . EReceived September 25.] 

| Sm: Referring to my telegram No. 327 of September 14, 11 a. m.; 
| regarding the offer of the German Government to sell German boats : 

now.in Brazilian ports, I have the honor to report that the Minister 
for Foreign Affairs remarked to me yesterday that if Brazil were not 
successful in obtaining the boats promised them by the Moore | 
McCormack Steamship Line, the Brazilian authorities would buy the 

7 German boats. I said, “what will the English and French say?” He 
replied, “Oh, we can arrange that: the British are being excessively 
polite to us these days.” | | 

In that connection, the Director of Exchange of the Bank of Brazil 
observed this morning that conversations in that regard are going on 

_- with the German authorities. 
| - Respectfully yours, | oO JEFFERSON CAFFERY 

| 862.852/138 | | | 

The Minister in the Dominican Republic (Norweb) to the Secretary 
| | of State 

| No. 901 Crupap TrusiL10, September 19, 1939. 
| [Received September 26.] 

Sm: I have the honor to report that interest has been evinced by 
Mr. H. N. Hansard, Administrator of the Naviera Dominicana, C. por 
A., (Trujillo owned) concerning the possible acquisition of former 
German vessels which are now in neutral ports in the Netherland West 
Indies. Mr. Hansard brought up the subject at first as a hypothetical 
question as to whether there would be any complications if such vessels 
had been transferred to Netherlands ownership and flag prior to the 
European war. Nevertheless, in spite of protestations to the effect 
that Dominican interests would never even consider dealing with Nazi 

*Not printed. 
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Germany during times such as the present, it was obvious that what 
he had in mind were the bargains that could doubtless be obtained if | 
the Naviera Dominicana could, with impunity, purchase German ships - / 
which had been rendered useless either by internment in neutral ports 

or inability to run the blockade. If such acquisitions could be made 
without complications, however, there is little doubt as to what action | | 
the Naviera Dominicana would take. = | ee . 

Mr. Hansard finally concluded, or intimated.as much to an officer 

of the Legation, that perhaps the risks involved would not be worth | | 

any bargain, no matter how attractive the price «=... : 

_.- [might add in conclusion that ever since its inception in November 
a 1938 the Naviera Dominicana has been trying to build up a Domini- 

- can merchant marine by the purchase of old and outmoded or con- a 

_ demned vessels.. Immediately after it was organized it acquired the | 

S. S. Presidente Trujillo of the Dominican Navy at a reputed price | 

of $40,000 which had previously been purchased from the Empresa — 
- -Naviera de Cuba for $60,000, and in December 1938 it purchased the — o 

- §. S. Mayan (American) from Mr. Benitez Rexach, which had until = 

-- November 1938 been owned by the Grace Line. The price that was 

supposed to have been paid was$16,000. es | 

- This in itself would explain the urge for bargains, but added to this | 

ig the expectation that, with the elimination of German shipping as a — | 

._-yesult of the European war and the partial disruption of normal serv- | 

ices of the other belligerents, a very favorable opportunity now exists 

for the new Dominican merchant marine to flourish and grow strong a 

at the expense of others. _ | | oe , , - 

| Respectfully yours, : | R. Henry NorweEs | 

| 812.001 Cardenas, Lazaro/200 ._ Ca - 

The Ambassador in Mexico (Daniels) to the Secretary of State | 

No. 9178 —_ ee Mexico, September 23, 1939. 7 

| | , oo: _ [Received September 25. ] 

Sm: I have the honor to inform the Department that I called on 

President Cardenas yesterday afternoon, as I always do prior to even 

ashort visittothe United State. 

I expressed, as I have done in all my interviews with President 

C&rdenas, the earnest hope that all pending questions between the two 

countries could be settled upon an equitable basis, The President _ 

said that was his sincere desire and mentioned particularly the waters 
and petroleum questions. As to the latter he said he had conferred 

with Ambassador Castillo Najera and would do so again before the 

* See pp. 667 ff.
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Mexican Ambassador réturns to Washington the middle of next week 
and would outline: suggestions which he believed would open the way 

| _toan agreement. He said they were not yet fully formulated or he 
would give them to me, but that they would be in shape before Am- 
bassador Castillo Najera leaves for Washington. He added that I 
could assure President Roosevelt that Mexico would do everything 

a possible toinsure a settlement. | : oO 
We discussed the question of neutrality and he said that Mexico 

| | was in full accord with the policy of President Roosevelt and that | 
| | General Hay * would give the heartiest cooperation at Panama ‘ to- 

ward securing effective continental solidarity. I suggested to him, 
as I had to Ambassador Castillo Najera earlier in the day, that because 

| _ the Carranza Government was pro-German in'1916, 1917 and 1918, 
there was a fear that German influence would be strong in Mexicoin 

ae this decade. He said: “That was another and distant day. We live 
a - in‘a different period. There should be no fear.of German influence 

oo _ or German penetration in Mexico.. It is in full accord with the policy 
- cof the: United States whose’friendship it prizes and we will be.found 
-—_- standing together to prevent: any European country’s penetration or 

Influence in our policies.” 
| ” Referring to-the German ships in Mexican ports (about:ten) he 

_ said they were kept under observation and their wireless installation 
| had been dismantled. “What will become of these ships?” I asked 

him. He replied that his government was giving consideration - to 
7 the question. He said Mexico was negotiating with Germany witha _ 

view to having two German tankers turned over in payment: of the 
| debt Germany owes Mexico for oil it has delivered. -The oil was sold 

to Germany in a barter agreement, but a large part of the electrical 
apparatus, steel rails, etc. which Germany was to send to Mexico in 
payment had not been delivered. If Mexico could get the tankers it 
would be a good arrangement. As to the other German ships in 

| Mexican waters, the President said he did not think Mexico wished 
them and he could not ‘say what would happen to them until the 
Foreign Office had completed its studies. I asked him if he thought 
any American company would buy and operate them. He said that 
would depend upon international law and any negotiations they 
might conclude with the German government. He smiled and asked: 
“Would they take them with everything on board, including the 
German crews?” . He went on to say that if any American company 
had a concrete proposal that was deemed workable, of course it would 

_-  beconsidered. This was in response to my statement that an Ameri- 
can gentleman had suggested that the German ships should be put 

‘Eduardo Hay, Mexican Minister for Foreign Affairs. . 
“See pp. 15 ff. |
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into service and he knew Americans who might be glad to purchase 
them. I asked if this gentleman ought not to take up the matter with 
Minister Sudrez.. He answered: “Assuredly”. OO 

I talked to Minister Sudérez and he said he would be glad to see the 
American gentleman (Mr. Elmer R. Jones, President of Wells Fargo | 
& Company) next week. Mr. Jones thinks a way could be found for 

_ the utilization of these German ships. Minister Sudérez said it would 
be necessary to consider the international usage before he could be 
ready even to do more than discuss any proposal Mr. Jones might make. 

President Cardenas asked me if I had heard that France and Ger- : 
many might ask President Roosevelt to intervene to prevent a long 
and bloody war. He said that such reports had come to him but with- 
out confirmation. = ©. «© =... agg yee 

: Respectfully yours, = |= =. |... JoszepHus Daniens 

862.852/14 : Telegram | ee — re: oe gs oS 

The Chargé in Mexico (Boal) to the Secretary of State | | 

Oo : a Mexico, September 26, 1939—5 p. m. - 
| So _. [Received 9 p. m.] 

280. Finance Minister Sudrez advises that Mexico is interested only 
in purchasing the two German tankers now in its.ports by using cash 
credit which Mexico has in Germany. Sudrez said German Embassy 
in Mexico advised that Germany would fulfill all merchandise con- - 
tractual obligations against unused Mexican mark credits in Germany 
by sending merchandise through neutral port to Mexico. German , 
Legation told Suarez that no further mark credits could be opened | 

_ for account of Mexico. Suarez said equipment and merchandise con- : 
tracts with Germany call for deliveries at specified intervals and that | 
within two weeks he could tell whether or not Germany could make 
shipments as specified. Only in case Germany fails to fulfill contracts | 
would Mexico be interested in purchasing German merchant vessels 
in its ports in order to liquidate credits. Sudrez said a legitimate pur- | 
chase of the merchant vessels would permit Mexico to place them under 
the Mexican flag without risk of seizure by belligerents. Sudrez has 
made proposition through German Embassy for the two German tank- 
ers and is awaiting answer. Suarez stated Davis cash and carry :pur- 
chase plan was progressing slowly but that processing contract with 
Eastern States has been increased to 25,000 barrels daily with Eastern 
States acting as sales agent in various European countries. Suarez 
said he had information that Davis is in Italy and will attempt to 
enter Germany. Anticipating rayon shortage Sudrez attempting to 

* Eduardo Sufrez, Mexican Minister of Finance. |
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| increase existing rayon barter contract with Italy several million ; 
kilograms for storage purposes. | oe a 
Telegraphed to American delegation Panama. : - 

ee 7 - | oo Boa 

| 862.852/12: Telegram 7 a | _ | 

| ‘The Chargé in Mewico (Boal) to the Secretary of State 

| S ne _ Mexico, September 26, 1939—7 p. m. 
| a ERecvived 8:39 p. m.] 

| 983. My 280, September 26, 5 p.m. Ambassador Daniels is bringing | 
| you strictly confidential memorandum prepared by Elmer Jones, Man- 

a ager of Wells Fargo, Mexico City, regarding the desire of American 
| interests headed by Thomas W. Lamont of Morgan and Company to : 

purchase all of German ships now in Mexican ports. See Ambassador’s | 
air mail despatch No. 9178, September 23 reporting that this possibility 

oe was discussed by him with President Cardenas without, however,men- __ 
tioning names. At the President’s suggestion the interested parties 

os are [to?] take up the matter with Suarez. Jones had to leave for 
aa Texas owing to desperate illness of member of his firm but is expected 

to return here late this week and will call at the Embassy upon his 

| Telegraphed to American delegation Panama.” ae 
| a ee - : Boa 

| 862.852/16 , — a - | - 

‘The Chargé in Mexico (Boal) to the Secretary of State | 

| a es Mexico, September 26, 1939. 
oe | a [Received September 29. ] 

Sir: I have the honor to record below a conversation between the 
Minister of Finance and the Commercial Attaché on September 25, 
1939 in reference to the relation between Mexican unused mark credits 
in Germany and the German vessels now in Mexican ports. The 
Commercial Attaché reports as follows: — 

“T asked Minister Suarez the amount of unused mark credits which 
his Government now had in Germany. He answered that as far as 
the Mexican Government was concerned it amounted to approximately 
3 million dollars. (Mr. W. R. Davis previously stated that his books 
showed that the unused Mexican credits in Germany totalled slightly 
in excess of 5 million dollars. Records of Petroleos Mexicanos 
recorded an unused credit in Germany of 19,000,000 marks) I asked 
the Minister if he knew the total of private commercial credits in 
Germany held by Mexican merchants and he replied that he had not 
made the calculation.
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“I inquired of the Minister what method he intended to employ to 
secure the withdrawal of his mark credits from Germany. He replied 
that he had received the assurances of the German Embassy in Mexico 
that the German Government would fully and scrupulously fulfil all 
of its contractual obligations with the Government of Mexico. I, 
then, inquired as to how this would be possible since Germany’s mer- 
chant fleet had been practically cleared from the seas. He answered | 
that the German Embassy in Mexico had also told him the merchandise | 

| ordered by Mexico against its mark credit would be delivered to a 
neutral port and then to Mexico in accordance with stipulations in 

- the various contracts. I asked the Minister if he believed that this 
gould be done without serious delays and interruptions to the trans- 
portation of the merchandise in question. He answered that he could 
tell within the next ten days or two weeks whether or not Germany , 
could fulfil its contractual obligations because certain shipments were , 

o due within that period. , | a | 
| “In view of the above I inquired of the Minister as to whether or 

not he had made any plans for withdrawing his credits from Germany | 
in case that country could not make shipments of merchandise. I told 
him that I asked the question because a number of people had men- 
tioned to me that Mexico would probably receive some of the German a 

-  ghipments [shéps?] now in Mexican ports in payment of the obliga- | 
- tions. The Minister replied that he had been negotiating with the 

German Government through its Embassy in Mexico City for the 
purchase of the two German tankers now in Mexican ports. Hesaid 
that he wished to emphasize that aside from the petroleum mark 
credit which his Government had in Germany there was also a cash 
credit and that he was negotiating for the two tankers in heu of the | 
cash credit. In order to clarify this point I asked him whether or not 
he would continue to negotiate for the. two tankers even though © 
Germany shipped punctually all of its merchandise obligations. The 
Minister reiterated that his negotiations now in progress for the two | 
tankers were entirely apart from the petroleum barter credits. He 

| said that he had already made his propositions to the German Govern- | 
ment for the two tankers and was awaiting an answer. Should Ger- 
many fail to meet its contractual obligations to ship merchandise to 
Mexico the Minister stated that he would probably be interested in 
taking over sufficient merchantmen to cover the account. 

“T asked the Minister if he could transfer the registry of any of the 
German vessels without running the risk of seizure on the part of 
belligerents. He replied that he now believed he could make a legiti- | 
mate purchase of the vessels from Germany, fly the Mexican flag and 
not encounter any difficulties with the allies. The Minister then 
laughed and said that in case a seizure should take place Germany 
would be the loser of the vessel because his purchase contracts would 
provide for such an eventuality. 

“In concluding the conversation on this subject, Minister Suarez 
stated that the Germany Embassy in Mexico City had advised him 
that the German Government would not open any additional petroleum 
mark credits.” 

Respectfully yours, Pierre pe L. Boau 

293800—57——_5
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| 862.852/15 OO ee | 
Phe Chargé in Mexico (Boal) to the Secretary of State 

| —. -No.9198 _. Mexico, September 27, 1939. 
| a Oo [Received September 29.] 

a _ Sm: I have the honor to enclose a memorandum of a conversation 
J had this morning with Licenciado Beteta, Acting Minister for | 

| - Foreign Affairs, with regard to the desire of the Mexican Government. — 
to purchase certain German vessels in Mexican ports. 

_ The enclosed is transmitted for the strictly confidential information 
, of the Department. oo es a gE 

z Respectfully yours,  —> -. Pmrrepe L. Boan 

oo a (Enclosure) | | 

Memorandum of Conversation, by the Chargé in Mexico (Boat) 

a a _.. _Mzxtco, September 27, 1939, _ 

| In the course of my conversation with Licenciado Beteta this morn- | 
7 ing he said that the Mexican Government has been negotiating with : 

the German Government with a view to purchasing two of the Ger- 
| man ships (tankers) now in Mexican harbors since the Mexican Gov- 

| - ernment is badly in need of tankers. The object is to credit them 
against German indebtedness to Mexico for oil, which amounts to 

| about 18 million marks,. The German Government has not yet replied. 
He said that this purchase would be in lieu of taking the German 
material which was originally proposed in exchange for delivery 

| of oil which occasioned the Mexican credit in Germany. He 
said that he was acquainted with the suggestion that all German ves- 
sels now in Mexican ports might be purchased by American interests, 
and that he thought this was a very good idea. He said that, although 

| he knew for a certainty that the German ships are now under the 
control of the German Admiralty, he thought title still rested with 
the individual German steamship companies, and that he thought 
Mexico might be able to make some arrangement with Germany for the 
purchase and eventual transfer to the American interests, retaining 
that part of the purchase price which would represent the balance of 
Mexican credits in Germany. He said he supposed it would be neces- 
sary to give some assurance that they could not be resold to bellig- 
erents. I gathered that his idea was to have the American interests 
buy only those ships which are not tankers, and that Mexico would 
keep the two tankers, presumably buying them separately under the 
negotiations already initiated. 
Licenciado Beteta also said that the Mexican Government had re- 

cently purchased two ships in the Scandinavian countries—the Bita
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and the Binta—both tankers. The Mexican Government had paid 
something like 103 thousand dollars for one of these, and an amount | 
close to that for the other. Apparently the ships had not as yet been 
delivered, and he was rather disturbed lest war conditions would ob- , 
struct the consummation of the deal, or lest they should fail to reach 

Mexico. _ : | | 

- He said that recently Mexico had purchased a tanker from the . 
Cities Service Company in the United States, but that our Maritime _ 
Commission had refused to allow the transfer to take place. He under- 
stood that this refusal was not directed at the Mexican Government, 
but was destined to preserve American shipping for American needs. 

—— 862.852/35 | 

Memorandum of Conversation, by the Political Adviser (Dunn) 

| | - [Wasuineton,}] September 29, 1939. 

: The Counselor of the British Embassy ®° came in this morning by | 

appointment, and said that as the Ambassador was in New York, he | 

had come to convey instructions which had been received from the 

Foreign Office, | ee oo | 

. Mr. Mallet said that the British Government had learned that the a 

Government of Mexico had been giving consideration to. the possibil- 

ity of a transfer of certain German ships, now taking refuge in Mexi- 

can ports, to the Mexican flag, and that President Cardenas had had a | 

conversation on the subject with Mr. Daniels. The British Govern- 

ment further learned that on September 24, in the Star and Herald of 

Panama City, an article had appeared which described plans for a 

cooperative arrangement under which claims against Germany held | 

by nationals of the American republics were to be pooled in an organt- 

zation for the holding of these claims and other debts owed to such 

nations by the German Government or German nationals, and that as | 

a means of obtaining payment of these claims and debts, the German 

ships now in the ports of the American states, not including the United 

States, were to be taken over and operated in the Inter-American trade 

exclusively under the flags of the different South American republics. 

Mr. Mallet then stated that on September 17, the British Govern- 

ment had instructed their representatives in all neutral countries, with 

the exception of the United States, to point out to the Governments 

to which they were accredited that the British Government would be 

within their rights in capturing any ship, the flag of which had been 

transferred from Germany to another country after the outbreak of 
war. ‘This instruction was not sent to Lord Lothian” because of the 

*v. A. L. Mallet. | 
* British Ambassador in the United States. a
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confidence felt by the British Government that the American Govern- 
ment would not lend itself to the carrying out of any such transfers 
of flag. | | | | ; 
The Counselor then went on to say that as a result of the informa- 

_ tion the British Government had received as to the above suggested 
plans, to which was added the information that the Government of 
Argentina was very much interested in a similar arrangement, the 
British Government felt that some move might be undertaken at | 
Panama during the present conference to provide for the transfer 

| of the flags of the German ships now taking refuge in South Ameri- 
can ports. The Ambassador, Mr. Mallet said, had been instructed 

| to explain confidentially to this Government the attitude of the British 
Oo Government toward their right to capture ships transferred fromthe __ 

| German flag after the outbreak of war, and to say that this question 
was vital to the British Government in the prosecution of the war 

| and that they could not entertain any exceptions from the established 
| __- principles, as any exception would leave the door open to mass trans- _ 

| - fers of all German ships now sheltering in neutral ports. The British | 
| Government thought it best, before any action towards such transfers 

ee of flag were taken, to explain its attitude to this Government and 
: | to point out that such transfers would leave the way open for the | 

realization of vast sums of foreign exchange by the German Govern- 
ment, as well as the continued operation of their ships in sea-borne 

| commerce with the many attendant advantages resulting to Germany | 
thereby. The British Government had decided that they would find 
it necessary to proceed to the capture of such ships wherever they 
were found to be transferred to a foreign flag. 

In view of the foregoing, the Ambassador was asked to request 
this Government to use a restraining influence at Panama if the ques- 
tion of the transfer of flag of these German ships were to become > 
active. 

| James Crement Dunn 

740.00111 A.R./406 

Lhe Chargé in Mexico (Boat) to the Secretary of State 

No. 9201 Mexico, September 29, 1939. 
[Received October 2.] 

Sm: I have the honor to record below the important details of a 
conversation between Finance Minister Suarez and Mr. Elmer Jones 
of Wells Fargo Company on September 28, 1939, as related by Mr. 
Jones to the Commercial Attaché. The Commercial Attaché reports 
as follows:
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“Mr. Jones said that he told Minister Suarez that he and other 
_ parties which he represented had an interest in securing the German 

vessels now in Mexican ports. He said that he told Minister Suarez | 
that he was particularly interested in purchasing the two German 
tankers, but, would also purchase the other freight and cargo vessels, 
excluding the Columbus if possible, because he felt that the latter 
vessel would be a white elephant. Mr. Jones said that he told the 
Minister that he knew that the German Government was indebted 
to the Mexican Government in excess of five million dollars and, 
therefore, the Mexican Government might be interested in taking 
over the German vessels in liquidation of the credits and resell them 
to him. Mr. Jones told the Minister that he could arrange to pay 
for the vessels in materials which the Mexican Government might 
desire, or, by full cash payment or by material and part cash payment. 

“Mr. Jones said that the Minister replied that the German Govern- 
ment was reluctant to dispose of any of the vessels at this time and 

- that the German Legation had tried to impress upon him that the 
war would be of short duration with Germany. as the victor which 
would permit Germany to re-enter the Mexican market within a short 
time and with much greater forcethan heretofore. Mr. Jones said that 
the Minister also told him that the German Legation had given = 
him the fullest assurances that all merchandise against credits estab- 
lished in Germany would be delivered as specified in the contracts. | 

“Mr. Jones said that he asked Minister Suarez if he thought that 
Germany could make the deliveries and if he believed that the war 
would be of short duration. According to Mr. Jones Minister Suarez | 
replied that he was not in agreement with the German Legation on 
the two points mentioned above because he believed that the war | 
would be of long duration and, furthermore, he had his serious doubts 
as to Germany’s ability to make the merchandise deliveries. The 
Minister advised Mr. Jones that he had made separate overtures to ) 
the German Government for the two tankers and was awaiting a | 
reply. Mr. Jones then asked Minister Suarez if he would be willing 
to resell the tankers to him in case he succeeded in purchasing them. | 
The Minister replied that the two tankers would be of very great 
importance to Mexico’s petroleum industry and that he would not 
be interested in reselling the tankers. Mr. Jones then asked Minister 
Suarez if the latter would be willing to resell the three tankers which 
are now under construction in Italy and the Minister rephed in the 
negative giving the same reasons as just previously stated in the case 
of the two German tankers. 

“Mr. Jones asked the Minister if Germany did not fulfill its mer- 
chandise deliveries would he be interested in taking over the German 
vessels and reselling them to him. He said the Minister replied to 
the extent that he would fully cooperate in this matter. 

“Mr. Jones said that the petroleum question was discussed casually 
between himself and Minister Suarez and that during the conversa- 
tion Minister Suarez indicated to him that he thought a man of his 
type as negotiator would have a good opportunity of settling the 
petroleum question. 

“Mr. Jones said that he discussed with Minister Suarez the ques- 
tion of the National Railways of Tehuantepec and the latter requested 
that Mr. Jones accompany Ulises Irigoyen on an inspection trip of |
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a the Tehuantepec Railway. Mr. Jones said that he accepted the in- | 
| vitation and would leave within the next few days for the Isthmus. 

“As a result of his conversation with Minister Suarez, Mr. Jones 
said he reached one very definite conclusion. He said he recalled 
very distinctly the activities of the German Legation during the last 

_ world war and the success which it had in convincing the Mexican 
| Government that Germany would be the victor and return Texas 

and other portions of the Southern United States to Mexico. Bear- 
ing that in mind Mr. Jones said he could readily see that the German 
Legation was now employing the same tactics with Administration 
officials, trying to convince them that the war would be brief with 
Germany as the victor. Mr. Jones said that he had no evidence or 

| intimation that Germany had made any promises to Mexico and that, 
furthermore, contrary to the Carranza Administration he believed 

_ that the present activities of the German Legation would fall upon | 
deaf ears in most cases. Mr. Jones said an instance of this was the | 

7 statement of Minister Suarez that he did not agree with the German 
| Legation that the war would be brief and that Germany could make 

the merchandise deliveries. Mr. Jones said that he told Minister 
a ‘Suarez that if the United States was compelled to enter the present 

war Mexico could probably not avoid doing the same thing and he 
said that Mr. Suarez agreed withhim. _ | 

| “As a matter of explanation Mr. Jones told me that he had discussed 
the purchase of the German ships with Mr. Thomas W. Lamont before 
leaving New York and that Mr. Lamont had shown considerable in- 
terest. Mr. Jones said that when he arrived in Havana and was on 

| his way to Mexico, he received a telegram from Mr. Lamont stating 
that he had discussed this matter with officials of the State Depart- 

— ment and that they had displayed some interest. In other words, Mr. 
Jones seems to be representing himself and Mr. Thomas W. Lamont 
in his conversation with Minister Suarez.” | | 

In connection with the foregoing, please see the Embassy’s Despatch _ 
No. 9198 of September 27, 1939. , 

Respectfully yours, Pierre ve L. Boar 

862.852/80 

Memorandum of Conversation, by the Assistant Secretary of State | 

(Berle) 

Wasuineton, October 2, 1939. 
The Counselor of the British Embassy came in to see me today, at 

my request. Mr. Dunn and I stated that we had been turning over 
in our minds the suggestion made by Mr. Mallet in his recent conversa- 
tion with Mr. Dunn. That suggestion, we reminded him, contemplated 
that we use our influence at Panama to restrain movements which 

| might be going forward there under which Latin American govern- 
ments, in whose harbors German ships were blockaded, should take 
over those ships.
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---I pointed out that the only discussions we knew of were bilateral, 

proceeding between the German government and the governments of 

_. the countries involved. If we were concerned at all, it could only be — 

~ aga result of some cooperative arrangement between the Latin Amer- 

| ican governments. I pointed out that we expected the Neutrality — 

Act to pass in a form which released ample American shipping to — | 

take care of the inter-American trade, so that these ships would not 

be needed for that purpose. | — , 

Nevertheless, I said, it was entirely conceivable that the effect of 

continued submarine warfare might result in a shortage of ships in 

the Atlantic trade. In such case, neutrals would naturally wish to 

have ships available for their needs. This would, presumably, be | 

greatest on the trans-Atlantic runs. In such case we here were ex- 

ploring the possibilities of a take-over of these ships, possibly by ex- 

propriation under an arrangement by which the price of the ships 

_ would be held in escrow for Germany or for their owners, tobe paid at | 

the close of the war. It was generally agreed, I said, that operationof 

these ships by German crews and German agents would not be de-— 

: sirable; the actual tonnage, however, under some such arrangement 

as that under exploration, would become available to keep the com- 

merce lanes open. | | | | 

| Mr. Mallet indicated that their principal preoccupation was the 

fear lest the German government, through sale of these ships, acquire , 

credits here which they might use. He suggested that he would put , 

the matter up to London. I pointed out that this was merely tentative 

and unoflicial ; that we were exploring the possibilities of the situation, 

rather than suggesting a definite plan, but that the attitude of the 

British government would be of interest. Mr. Mallet agreed that he 

fully understood this and would endeavor to find out what views 

his government might have in the premises. | 
A. A. Brrwz, JR. | 

862.852/23 

Memorandum of Conversation, by the Assistant Secretary | | 

of State (Berle) | 

| [W4sHineton,]| October 3, 1939. 

The French Ambassador ™ called to see me today, at his own re- 

quest. He referred to the ships blockaded in Latin American harbors 

and to the suggestion that the governments of these countries purchase 

these ships from Germany. He pointed out that his government took 

the same position as the British government, namely, that they would 

not recognize any such transfers and that such ships would accordingly 

be liable to capture as prize if they reached the high seas. 

78 Count de Saint-Quentin.
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| I stated that we had had a similar indication of attitude from the __ 
British government. Further, I said, we had asked the British Em- = 
bassy to indicate their attitude towards an idea we were exploring, 

| namely, that these ships might after a period of time be expropriated ; | 
7 the payment for them be held in escrow until the end of the war, in 

_ which case the ships might be used in the trans-Atlantic trade. I 
pointed out that we would not consider it satisfactory to have these _ 

| ships operated by German crews or German agencies but that the 
transfer would have to be bona fide. | | | 

The Ambassador pointed out that certain large French ships, in- 
: | cluding the Normandie, were taking indefinite refuge in American 

| ports and he wondered whether the procedure of expropriation might 
be applied to them. In this connection he recalled, rather unhappily, 
that Secretary Morgenthau *® had requested him and Lord Lothian 
to meet him at the Treasury and had there proposed that the British 
and French Governments sell the Queen Mary and the Normandie re- - 

| _ spectively, to the United States Government. On inquiry it devel- 
a _ oped that the price was to be credited on the French and British war 

debts. He and Lothian had thereafter conferred. He had, he said, 
presented the matter to his government in the kindliest light possible, 
namely, that the hope was to get a token payment on the French war 

| debts in order to assist in passing the Neutrality Act® here; but he 
was not altogether clear whether this was the real motive. However, 
he said, on endeavoring to discuss it with Mr. Hull shortly there- | 
after, Mr. Hull had stopped him by saying that the proposal had 

| been entirely dropped, at the President’s suggestion. 
I said at once that I did not think anyone had even remotely con- 

sidered any idea of that kind. Our concern, rather, was that as and 
when Atlantic shipping became necessary, the Latin American coun- 
tries which depended on such shipping might find it possible to use 
that shipping. I said that I thought it not unlikely that prior to 
expropriation some procedure would be adopted by which the owners 
of the vessels might be asked to take the vessels out, failing which 
they might be expropriated. I also pointed out that our cables from 
Panama indicated that certain Latin American governments desired 
to purchase the German merchant ships. M. de Saint-Quentin ob- 
served that they had no particular objection to these ships being pur- 
chased, but that they feared lest the price of these ships would become 
credits for the German government which it could use abroad; and 
consequently they objected. I said that if the idea we were exploring 
were carried into effect, this would not be a difficulty, because the 
price would be held in trust until the end of the war. In any case, 

* Henry Morgenthau, Jr., Secretary of the Treasury. 
*See section entitled “Revision of United States Neutrality Legislation,” vol. 

I, pp. 656 ff. The Neutrality Act was approved November 4, 1939; 54 Stat. 4.



- Oo GERMAN MERCHANT SHIPS | «67 

the matter was not immediate, but merely an attempt to consider 
, possibilities. | ae | 

_ We talked briefly as to the progress of the war; the Ambassador 

considered that Mr. Hitler’s speech would probably be an offer of 

peace, including the establishment of a buffer Polish state and pos- 
sibly Bohemia, accompanied by threats to wipe out London and Paris | 

through air bombs. A Poland so constituted, he stated, would be 

meaningless, because it could be seized at any time. If it were thought 

, that a threat of wiping out London or Paris would frighten anyone, 

- the Germans would be surprised, since both populations were thor- | 

oughly prepared in their minds for that eventuality. | 

| | | A. A. Brriz, Jr. | 

862.852/171: Telegram 

‘The Chargé in Mexico (Boal) to the Secretary of State | 

| / Mexico, October 3, 19389—5 p.m. 
a : [Received 8:36 p. m.] 

. 293. The French Chargé d’Affaires has just called to inform me | 
that he has received instructions from his Government giving the 
following information to the Mexican Government. 

The British Government with which the French Government as- | 

- gociates itself in the matter is unalterably opposed to any transfer | 

of any of the German ships to another flag and if they are acquired 

by the Mexican Government or Mexican interests they will continue 
| to be considered as belligerent vessels. , ; | 

| French Chargé d’A ffaires expects to deliver this message to Beteta : 
tomorrow. See my telegram No. 283, September 26, 7 p. m. 

| | | ‘Boa 

862.852/48 | | 

Memorandum of Conversation, by the Assistant Secretary of State 
(Berle) | 

[WasHrneTon,] October 4, 1939. 

The French Ambassador telephoned me this morning. He said he 
had gathered from our conversation that action by the Panama Con- | 

_ ference regarding the transfer of blockaded German ships to inter- 
American governments had not taken place. Yet in this morning’s 
paper he had observed that a resolution on the subject was passed. 

I called to his attention the fact that while I had made no mention 
of any possible action by the Panama Conference regarding these 
ships, I had indicated to him that certain Latin American govern- 
ments were pressing the problem of transfer of these ships to their
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| flags. The final resolutions of the Panama Conference had not as yet = 

: reached us and I would have to withhold any comment until we had 
, the texts of the resolutions passed. == | 

OO a Se A, A. Berrie, Jr. : 

| 74000111 A.R./415: Telegram a | - 

| The Secretary of State to the Under Secretary of State (Welles) 
| on Board the S. S. “Santa Elena” OB 

| | _- Wasutneron, October 4, 1939—6 p. m. 

| ) 45. Department’s 32, September 29, 8 p. m.,’° and your 386, October 

| 3,9 a.m." In conversation yesterday * with Assistant Secretary | 
| Berle the French Ambassador indicated that his Government took the 

same position as the British Government on the purchase and transfer 
of German ships now in the harbors of the other American republics. 

| The Ambassador was then informed, as the British Ambassador had 
| already been on October 2, that in order to make these ships available 
- probably for use in trans-Atlantic trade we were continuing to ex- 

plore the matter with particular reference to the possible needs of the 
: neutral nations of this hemisphere. The possibility that payments 
- _ for transferred ships might be held in escrow until the end of the war 

was mentioned to the Ambassador, as was also the opinion that any 
of the transfers which were already desired by several of the other 
American republics should be entirely bona fide and the ships not 

| operated by German crews or agencies. | | 
The French Ambassador indicated, as had the British Ambassador 7 

on September 29, that the objection to transfer of title of the ships was 
| not chiefly their purchase by American neutrals but fear lest the _ 

payments would become credits usable abroad by the German Govern- 
ment. 

A telegram of October 3, 5 p. m., from the Embassy in Mexico 
reports that the French Chargé expects today to deliver to the Mexican 
Government the information that his Government associates itself 
with the British Government in being “unalterably opposed” to any — 
kind of transfer and would continue to consider any transferred 

German ships as belligerent vessels. 

Shipping interests in the United States continue to be disturbed at 
the possibility that use might be made of transferred German ships 
and are inquiring as to any contemplated movements in this direction. 
Your radio address of yesterday 1 appears to have given such interests 

* Ante, p. 32. 
* Ante, p. 33. 
* See memorandum supra. 
“For text, see Report of the Delegate of the United States of America to the 

Meeting of the Foreign Ministers of the American Republics, Held at Panama, 
ae el 23-October 3, 1939 (Washington, Government Printing Office, 1940),
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| reason to believe that transfers are to some extent. likely in the near 

future. . . 

In the circumstances we would greatly appreciate having your com- 
ment and any further information concerning the status of the pos- 

| sibility of such transfers being made in the near future. We would 
also appreciate having fuller information as to the provision men- 
tioned in your radio address yesterday concerning a possible concen- | | 

tration of the refugee German merchant vessels under guard in some | 
single American port. | | 

| 862.852/18 : Telegram | 

The Chargé in Mexico (Boal) to the Secretary of State 

| Mexico, October 4, 1939—6 p. m. 
_ [Received October 5—8: 31 p. m.] 

296. My 293, October 3, 5 p. m. The French Chargé has just 

informed me that he is going to communicate further with his Gov- | 

ernment before carrying out the instructions mentioned in my 293. 

_ His motives are (1) that he believes that opposition to the transfer to 

| the Mexican flag of the two German tankers in Mexican ports would 

be taken amiss by the Mexican Government and (2) that it may not 

be to the interest of the French and British to endeavor to prevent a 

‘transfer of the other German ships in Mexican ports to American : 

interests. He had learned that the possibility of transfer of some of | 

these ships to Americans was mentioned in a conversation between the 

_Ambassador and President Cardenas. ; 
| | | ~ Boa 

; 862.852/24 

Memorandum of Conversation, by the Secretary of State 

[Wasuineton,] October 5, 1939. 

| The British Ambassador came in at his own request. He said that 

he desired to make some further reference to the proposed safety zone 

| around this hemisphere; that this would include the problem of how 

German merchant vessels, some eighty in number, now in American 

harbors, would be dealt with; that his Government would be averse 

to the sale of these vessels, for the reason, among others, that it would 

give the German Government a large amount of exchange to use 

abroad for all sorts of undesirable purposes. He then raised the ques- 

tion of transfer under legal requirements and asked whether it could | 

be made legally. I did not go into details on this matter but threw out 

the tentative comment, which I described as tentative, to the effect that 

there would be serious difficulties in any event in carrying through a
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- completed legal transaction for the sale and transfer of these Ger- 
| man vessels to other governments or individuals, and especially gov- 

ernments. I indicated to him that I would take the matter up further 
| and acquaint him with any final impressions I might have. He then 

_ said that the effect of any policy of taking over these vessels in Pan 
American ports would be bad on other neutrals in whose ports Ger- 
man vessels in large numbers are now anchored, such as in the case of 

| Holland. Germany, he said, could easily put pressure on Holland to’ 
| do her wishes if such a policy of transfer should be adopted in Pan 

America. I stated to the Ambassador, in reply to a general remark of 
his, that there were no particularly new developments in the scope 

| and nature of the proposed safety zone more than I had set forth in | 
our previous conversation. I then repeated the substance of what I 

| had said to the press within the last two days on this subject. 7 
| C[orpeti] H[vr] 

740.00111 A.R./449:: Telegram | _ 

The Under Secretary of State (Welles) to the Secretary of State 

| S. S. “Santa Exzna,” October 5, 1939—3 p. m. 
a _ [Received October 6—3: 57 a. m.] : 

44, Your 45, October 4, 6 p.m. Paragraph H of article 3 of the 
| general declaration of neutrality of the American Republics provides. 

| that the Governments of the American Republics “may concentrate 
and place a guard on board belligerent merchant vessels which have 
sought asylum in their waters, and may interfere with vessels 1* which 
have made false declarations as to their destinations, as well as those 
which have taken an unjustified or excessive time in their voyage or 
have adopted the distinctive signs of warships”, 

This provision which was initiated by the Argentine representa- 
tives was intended to take care primarily of those republics which have 
extensive coast lines and which either now have or may have in their 
several ports German merchant vessels which have taken refuge and 
where the local police or naval authorities may not be sufficiently | 
strong or numerous to cope with particular situations which may 
arise. The basic idea was to concentrate all such merchant vesselsina 
selected port where presumably the naval or police authorities would 
be sufficiently ample to take care of any emergency situation. 

In my judgment the carrying out of such a provision in the cases 
mentioned would make it easier for the American Governments to 
maintain strict vigilance and supervision and to prevent the sudden 
egress of German merchant vessels for offensive purposes. 

“er, . and may intern those . . .”, Report of the Delegate of the United States 
of America to the Meeting of the Foreign Ministers of the American Republics Held at Panamé September 28—October 3, 1939, p. 56.
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As indicated in an earlier telegram I think it is probable that cer- 
tain of the American Governments will take steps in this direction in 
the near future as a measure of self protection. Immediately after 
my return I will discuss with the President, the Department and the 
Navy Department the impressions I have obtained as to the desire 
and intentions of several of the American Governments with regard to 
the problem with which they are all confronted in connection with a 
relatively large number of German vessels which have taken refuge in 
their ports. I would recommend as a matter of expedience as well as 
of ultimate advantage that it be suggested to the British and French 
Governments that they should not undertake to crystallize their posi- 
tions with regard to this problem until our own Government in par- 
ticular has been afforded ample opportunity of discussing the whole 
situation with them and of giving full consideration to every factor | 
in the problem. There are many possible ways in which the ques- | 
tion could be handled and developed some of which would clearly 
have advantages in many directions but further discussion and in- | 
terchange would be necessary before they could be defined. 

It would be very difficult to set forth clearly by telegram the mul- 
titude of impressions which we have all of us obtained from our 
conversations with the representatives of the other American Repub- | 
lics in regard to this question. I am optimistic enough to believe that 
it can be worked out satisfactorily but I recognize that many exceed- 
ingly powerful interests are involved and considerable time and study 

would have to be given to it. 
With reference to the penultimate paragraph of the Department’s 

telegram the statement in my radio address of October 3 was merely a 
reference to a provision in the general declaration of neutrality which 

is of course applicable only in the light of certain clearly specified con- 

tingencies.. There was no indication in my speech that such transfer 

| of the flag is immediately likely although I am advised that the Mexi- 

can Government has transfer under very urgent consideration as a 

means of offsetting debts held by them in the form of frozen marks. 
| WELLES 

862.852/28 | 

Memorandum of Conversation, by the Assistant Secretary 
of State (Berle) | 

[Wasuineron, | October 6, 1939. 

The Counselor of the Argentine Embassy ** came in to see me today, 
at his request. He stated that his government had received a notice 
from the British government that transfer of German ships blockaded 

™ Ricardo Bunge.
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in Argentine harbors to the Argentine flag would not be recognized by 
the government of Great Britain. He indicated that the principal rea- 
son given was the fear lest the German government thereby be placed 
in funds in the Argentine. He asked what attitude we were taking. 

| I immediately showed him the memorandum of conversation between 
Mr. Mallet, Mr. Dunn and myself, dated October 2, 1939, relating to the 
British suggestion that we use our influence to restrain such transfers. 
I directed his attention particularly to the fact that I had pointed out 

| - to Mr. Mallet that the matter was primarily a matter between the 
British government and the governments of the countries involved; | 
that if we had any right to make representations it could only arise as a 
result of a cooperative arrangement between the American govern- 

: ments. I added, however, that the matter had been the subject of some 
discussion at Panama; and that we might contemplate at least the pos- 
sibility that a solidary and uniform attitude in these matters might be _ 
reached by all of us. I added that I understood the representations 
made by the British to the Argentine government were in line with _ 

: those which had been made in Mexico; and that the French govern- __ 
| ment had associated itself with these proposals. | 

: | I also invited attention to the suggestion which we were exploring, 
namely, that the British might possibly see their way clear to recog- 
nizing such transfers, provided the price of these vessels was held in 
escrow until the end of the war. | 

Dr. Bunge expressed appreciation. He said that he was informed 
from Buenos Aires that a law had been passed here supposedly under 
date of August, 1914, under and by which we arranged for the taking 
over of ships blockaded here and their transfer to our own flag. I said 
that I had no knowledge of such a law and that I thought that there 
might have been confusion with a part of our war legislation which 
did permit us to take over ships both building and actually in port; 
but that I would look the matter up and inform him of the state of our | 
legislation in that regard. | 
He likewise adverted to the article in the American Journal of In- 

ternational Law, which includes a projected statement of neutral 
rights.* In this is found a statement that any transfer from a bellig- 
erent flag to a neutral flag in time of war is presumed to be in bad 
faith unless the government to whose flag the ship is transferred can 
prove the contrary. This, he thought, was contrary to the settled rule 
of international law. 

I confined myself to commenting that this rule had been widely in- 
sisted on by the British during the previous war and since they were 
actually a great naval power, I presumed that they would continue to 
insist on it. 

“See Editorial Comment, American Journal of International Law, vol. rx, 
pp. 167, 195.
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| Dr. Bunge concluded by asking whether I could make up a little 

_ bibliography of the American text writing and opinion relating to the 

transfer of belligerent ships to neutral flags, which he might send to 

, his government. I told him I would be very happy to ask the Legal 

Adviser’s office if they would make up such a list, which I should be 

glad to send him.’’ I gathered that he wished merely a list of the | 

outstanding articles, books or statements, if any, which had appeared _ 

on the point. | | | 

| a | | A. A. Bzrte, JR. 

| 862.852/28a : Telegram . 

The Secretary of State to the Under Secretary of State (Welles), on | 
7 Board the 8. S8.“Santa Elena” 

a _ [Wasutneton,] October 6, 1939—7 p. m. | 

51. From Duggan.*® The Chargé d’Affaires at Mexico City reports 

that the French Chargé states privately that he is going to communi- 

cate further with his Government before carrying out the instructions 

to inform the Mexican Government of the unalterable opposition of 

his Government to the transfer of German vessels to neutrals, because | 
(1) he believes that opposition to the transfer to the Mexican flag of 
the two German tankers in Mexican ports would be taken amiss by 
the Mexican Government and (2) it may not be to the interest of the 
French and British to endeavor to prevent a transfer of the other 

German ships in Mexican ports to American interests. (The Chargé 

may have received new instructions from his Government after the 
desirability was pointed out to the French Ambassador here of very 
careful consideration of this matter before reaching a fixed decision.) 

- The Chargé d’Affaires at Mexico City also reports that the Chilean 
Embassy there has received instructions from the Chilean Govern- 

ment to seek full particulars regarding the capacity, tonnage, et cetera, 

of German tankers in Mexican harbors, and he suggests that some 

offer for the use or acquisition of these tankers may have been made 

by the German Government to the Chilean Government. 
In response to our request, Trippe ** accompanied by Vice President 

Rihl called at the Department yesterday to discuss Panair’s situation 

in Colombia. They agreed to do everything possible to conclude the 

reorganization of Colombian air lines, Rihl to go to Bogota arriving 

about October 15. They were told that it seemed preferable to dis- | 

pense with Von Bauer’s services in the new organization and that the 

de-Germanizing of SCADTA should be continued. I believe Rihl 

1 This list was handed to the Counselor of the Argentine Embassy by Assistant 
Secretary Berle on October 12 (800.852/207a). 

*% Laurence Duggan, Chief of the Division of the American Republics. 
* Juan Terry Trippe, president of Pan American Airways.
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will do his best to clarify the situation, but that he may be reluctant ~ 
to dispense with Von Bauer’s services unless urged further. Braden® 
is being fully posted by airmail. ns 

_ Mr. Hurley 74 has informed the Secretary that he has advised his 
clients to suspend separate negotiations with the Mexican Govern- 
ment at this time because of his belief that President Cardenas is | 
now working on a proposal which Castillo Najera ” will bring back to 
Washington with him. a | | | 

The following telegram has been received from the Ambassador | 
at London: oe | a | | 

(Here quote telegram no. 1936, October 5, 4 p. m. from London 
(2 sections).)* [Duggan.] oe | | : 

| a | Huu 

862.852/25 | | | | | | 

| The Minister in the Dominican Republic (Norweb) to the 
| Secretary of State | 

: No. 933 _ Cropap Trusim10, October 7, 1939. 
| | [Received October 9. ] | 

: Sir: I have the honor to refer to the Legation’s despatch no. 901 
of September 19, 1939 and to report further developments regarding 
the interest of the Compafiia Naviera Dominicana, C. por A., in 

a acquiring German vessels. 

Mr. H. N. Hansard, the administrator of the Trujillo owned com- 
pany, again brought the subject up in a conversation with an officer 
of the Legation and stated that it had been determined that the 
vessel under consideration was one of the Horn Line ships now in 
Curacao. It was intimated that the bill of sale had already been 
drawn up before it was discovered definitely that the ship was German. 
Hansard made a point of stating that as soon as he learned that the 
ship was German he wished to drop the matter completely and 

| consequently he was looking for an excuse to do so, implying that 
| he had reluctantly pursued the matter thus far under orders from 

his chief. 
Nevertheless, interest is still evinced in the possibility of acquiring 

a German vessel at a bargain and evidently the subject was brought 
up in order to sound out the attitude which the Legation might take 
in the event that the purchase were effected and also as a possible 
means of settling in their own minds whether or not they could take 

* Spruille Braden, Ambassador in Colombia. 
“Patrick J. Hurley, representative of five Mexican companies affiliated with 

the Sinclair Company. 
“Francisco Castillo Najera, Mexican Ambassador. 
*% Post, p. 85.
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advantage of this opportunity within the scope of the arrangements 

made at Panama on this subject. | | | 

It may be added in conclusion that this might have been one of 

the subjects discussed. by Hansard with General Trujillo during his 

: recent sudden and unexpected trip to the United States referred to 

in page 7 of the memorandum to despatch no. 928 of October 5, 1939.74 

: Respectfully yours, BR. Henry Norwes 

862.852/27 : Telegram | ae | | | | 

_ The Chargé in Mexico (Boal) to the Secretary of State 

| [Extract] | 

Oo Mexico, October 10, 1939-1 p. m. 

| | [Received 4:06 p.m.] 

305. Suarez advised October 9, that in reference to his offer to 

purchase the two German tankers now in Mexican ports the German : 

| Legation told him that its answer to his proposal would be delayed 

until the outcome of Hitler’s peace proposals became evident... . | 

| Boat 

862.852/29: Telegram | | 

The Chargé in Mexico (Boal) to the Secretary of State 

| Mexico, October 11, 1939—5 p. m. 

| | [Received 11: 17 p.m. ] 

307. My telegram No. 296, October 4, 6 p. m. The French Chargé | 

| d@’Affaires yesterday received from his Government instructions 

regarding the question of transfer of belligerent vessels which he says | 

Jeaves him ample latitude to deal cautiously with the matter in talk- 

ing with members of the Mexican Government. He says that he saw 

Beteta this morning and explained to him that any transfer of Ger- 

man vessels to Mexican registry might raise certain problems for the 

British and French Governments. Beteta replied that he was aware 

of this; that the Mexican Government was anxious to acquire these 

vessels (two tankers) and that when they found a way of doing so he 

would consult with the French Chargé d’Affaires regarding the 

method in order to obtain the concurrence therein of the British and 

French Governments. _ 
I also saw Beteta today and in the course of the conversation he told 

me that while the Mexican Government was taking every precaution 

regarding belligerent activities in Mexico they realize that as a Gov- 

ernment they might not always have full information regarding what | 

was going on. Any information which might reach our Embassy 

* Not printed. 
293800—57-——-6
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- even if it were only a rumor regarding unneutral activities would be 
: of interest to him as it would give him an opportunity to check up to | 

: -ascertainthe facts. = _ | OO 
_ I would appreciate telegraphic instructions as to whether it is | 
desired that any of the information now currently reaching the | 

_ Embassy should be communicated to Beteta. I believe it would be. 
best except in cases of extreme urgency if it is desired that anything | 
should be communicated that this should be done only after it has | 

_ been coordinated in Washington with information from other sources. 
| Thus the Department could telegraph Embassy what it wished to _ 

| have communicated to Beteta as information is received from all 
| sources and coordinated. | | | 

| Bn | | Boat 

862.852/36: Telegram | | 

a -  -The Chargé in Mexico (Boal) to the Secretary of State ; 

| | So | SO Mexico, October 18, 1939—8 p.m. _ 
| | a | —  . FReeeived 10:06 p.m.] 

329. Refer Embassy’s telegram 280, September 26, 5 p.m. Suarez 
| said that Germany so far was delivering merchandise according to 

asserted agreements and that until a default occurred he could not 
take any measures to seize German ships. He said that Germany _ 

| is delivering the merchandise to Mexican Consulates in neutral ports 
| ‘mentioning particularly Rotterdam. He said that such procedure 

| placed the merchandise under Mexican ownership before its departure 
from neutral ports. Suarez said Germans had notified him that they 
were ready to deliver to Rotterdam 1,000 tons cast-iron pipe; 200 tons | 
steel pipe; two suction dredges; one turbine and one mariposa valve. 
Structural bridge steel at Vigo, Spain being transferred to Italian 
vessel for Mexican delivery. Remainder of structural steel is to be 
delivered to Holland for transshipment to Mexico. 

| | Boa 

862,852 /42 

Memorandum of Conversation, by the Assistant Secretary of State 
| (Berle) 

[Wasuineton,] October 23, 1939. 

The French Ambassador, Count de Saint-Quentin, called to see me 
today, at his own request. 

He said that he had merely come to inquire whether anything fur- 
ther had happened in regard to the proposed transfer of German 
ships blockaded in Latin American harbors to the neutral flags of the 
countries in which they were blockaded.
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I said that so far as I knew there had been no change in the szatus 

quo, though certain governments had continued to discuss the matter 

among themselves and had been good enough to keep us informed. 

The Ambassador said that he had naturally sent along to Paris our 

suggestion that we consider the possibility of transfer of these vessels 

to neutral flags, payment being held in escrow until the end of the 

| war, for study, but had no reply as yet. | : 

I said that we had not felt under any great pressure of time in that 

regard; and I reminded him that at the time the suggestion was made 

it was in view of the possibility that shipping losses might be so great | 

as to result in a shortage of bottoms for the Atlantic Trade. I had . 

gathered that no government desired to precipitate action in this _ 

regard. I said, however, that in the event that further proposals by : 

Latin American governments to acquire blockaded shipping were pre- | 

sented to us, I should be glad to try to keep him generally informed. 

We had repeated to the governments which had discussed the matter | - 

with us the substance of the French and British objection to the trans- 

fer; and it was our general view that if anything were worked out it | 

would come better as a matter of general agreement. For the present, 

however, there was no change in the status quo. | 

The Ambassador asked whether there would not be a competent 

_ group to determine it and whether the proposed Committee of Seven 7 

emerging from the Panama Conference would not be an appropriate 

body. Isaid I thought that this very likely was so. 
A. A. B[ertz, JR.] 

862.852/58 TO | 

| Memorandum by the Assistant Chief of the Division o f the American 

Republics (Bursley) to the Chief of the Division (Duggan) 

| | | [Wasurneron,] November 1, 1939. 

Mr. Truelle 2° of the French Embassy spoke to me yesterday in your 

absence from your office. He said that his Government had informa- 

tion to the effect that Mexico was about to acquire from Germany all of 

the German vessels now in Mexican waters with the exception of the 

Columbus as an offset to the five million marks credit established in 

Germany by Mexico in connection with oil shipments. Mr. Truelle 

did not seem to know whether the marks in question were of the gold 

or some other variety. 

I gave him some general information such as might be available to 

anyone who has carefully followed the Mexican and American press, 

and in reply to his specific inquiry as to whether we knew of the con- 

clusion of any deal between the Mexican and German governments 

* Jacques Truelle, French Minister, and Counselor of Embassy.
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respecting some or all of the vessels in question, I said that so far as I 
knew no definite arrangements had been made. _ 

_ He said he would appreciate being informed should we learn of the 
conclusion of any arrangement of this character. 

The last information I have indicated that the British and French 
governments had not been receptive to any ideas of acquisition by | 
Mexico or other American republics of German vessels, and I would 
therefore appreciate instructions as to whether, in the event we receive 

| information of the reaching of an agreement between Germany and 
_ Mexico in this matter, I should inform Mr. Truelle. | : 

: : | H[ersrrt] S. B[vursrzy] 

862.852/45 | a } 
Memorandum of Conversation, by the Assistant Secretary of State | oe (Grady) : | 

| [Wasutneton,] November 3, 1939, 
Participants: Mr. Daniel P. McDonald, Counselor at Law, New York | 

| City | | 
| Mr. Henry F. Grady | | | 

| Mr. William R. Vallance 2 | 
Mr. McDonald called on me this morning, at the suggestion of Mr. 

| Saugstad *” and Mr. Vallance. Mr. McDonald said that he repre- 
| sented interests in New York who wish to buy the German ships in- 

terned in Latin American ports. He had approached the German Em- 
bassy and had been given encouragement. He had attempted to see 
Sir Owen Chalkley 8 at the British Embassy but it was intimated that 
he could not discuss matters of this kind with any one in authority un- | 
less he were introduced through officials in the Department of State. 

, He asked me if I could arrange for an appointment for him. He said 
the purpose of the purchase was to put the ships into the trans- 
Atlantic trade for carrying cargo to the British and French and that 

_ the ships would be registered under the Panama flag. I told him that 
I would give thought to the matter and let him know. 

After consulting with Mr. Moffat 2° and Mr. Hackworth,* I tele- 
phoned Mr. McDonald at his hotel and advised him that I would be 
unable to arrange an introduction to Sir Owen Chalkley. 

H[znry] F. G[rapr] 

| * Assistant to the Legal Adviser. 
“Jesse E. Saugstad, Assistant Chief, Division of International Communica- 

<r Gommercial Counselor of Embassy. 
* Jay Pierrepont Moffat, Chief, Division of Huropean Affairs. “Green H. Hackworth, Legal Adviser.
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862.852/51 | 

Memorandum of Conversation, by the Assistant Secretary of State 

(Berle) | 

[WasHineton,| November 8,1939. 

: Mr. William K. Jackson,* together with the Washington represen- 
tative of the United Fruit Company, came in to see me yesterday, at 

| Mr. Jackson’s request. He wished the assistance of the Department 
in the following manner: , , 

The United Fruit Company owns the Unida Company, a German 

| corporation. This subsidiary owns a ship, the Wesermunde, which is co 

under the German flag and is now blockaded in Curacao. United | 

Fruit wishes to transfer this to the Honduran flag; says it has the con- 
sent of the German government; wishes to have the transfer recog- 

_ nized by the British government, and wants our assistance. | 

-.-[ told him that I did not see that we could intervene in the matter. 

| The ship had never been American and was not coming to American 

: registry. While it was true that we had at various times endeavored 

| to give assistance on the basis of mere ownership of stock, I thought - 

it unwise, in a single situation, to set up the precedent that the Govern- 

ment would intervene with one belligerent to secure recognition of | 

transfer from an opposing belligerent to a neutral flag. | 

I added that I thought it not impossible that the problem of all of 

the German blockaded ships and their transfer might come up eventu- 

ally; further, I noted the British objection to any transaction which 

might make foreign exchange available to the Germans. | 

Mr. Jackson said that since this was a mere book transfer, with no 

money coming to the Germans, he thought everything was all right. 

I said that in that case his assurances to the British probably would be 

more persuasive than ours, since it was obviously impossible for us to 

check through the very long ramifications of the United Fruit Com- 

pany financing and thus be able to give our assurance to the British 

that the Germans would not be advantaged by the transfer. | | | 

I added that of course we had not any objection to the Company’s 

making any representation to the British Embassy which it cared 
to do. | | 

The United Fruit Company was not particularly happy about this, 

but they accepted the situation. I should be inclined to think that 
they may ask further consideration of the matter. 

Oe | A. A. Brrte, JR. 

* Vice president of the United Fruit Company.
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: 862.852/49 | , | 

The Ambassador in Chile (Bowers) to the Secretary of State _ 

No. 139 oo Sant1aco, November 8, 1939. 
| oe 7 [Received November 14.] 

Sir: Apropos of the reports in the press concerning the prospec- ——’ 
tive purchase by the Chilean Government of some German ships now 
in Chilean ports, I have the honor to report that Mr. Frost * has dis- 
cussed the matter with Under Secretary of Commerce Sefior Cayetano | 
Vigar, who admits that the Chilean Government, soon after the be- 

| ginning of the war, suggested to the German Government its desireto _ 
_ purchase these ships. It appears that Sefior Vigar, under whose juris- 

ae diction the maritime section of the Foreign Office falls (the Chilean 
| Maritime Commission), is in active charge; though he was vague as 
a towheretheplaninitiated. 2 

| He reports that the German Government has been most unrespon- 
_ sive and up to the present moment appears to be entirely indifferent, — 

and that there have been no new developments to indicate that the __ 
: proposal is receiving serious consideration by the Germans. He went 

7 so far as to speculate on what Germany’s ultimate aims may be which 
: - - may explain Germany’s apparent indifference, and mentioned the | 

_ possibility that the German merchant fleet may be given Russian __ 
registry. a | 

: It appears that but three of the six German ships in Chilean ports _ 
were of interest to the Chilean navigation companies, namely, the _ 

a Frankfurt, the Dusseldorf, and the Dresden; the others being too large 
| (such as the Osorno) or too small (such as the Priwall). The Dres- 

den has now left Chilean waters presumably on its way to Vladivostok. 
Sefior Vigar has the idea that the Frankfurt and the Dusseldorf 
might be worth something like 100,000 pounds sterling each. If Ger- __ 
many will sell, he thought the funds could be secured partly by the 
Corporation of Fomento, partly by the Ministry of Fomento, and 
partly through loans floated by the already water-logged Junta de 
Exportacién Agricola. Marks are gradually becoming available in 
moderate quantities from the non-arrival of goods ordered in 
Germany. | | 

To sum up, however, it seems that at present nothing in the way of 
a sale is in prospect, despite the press reports. | | 

Respectfully yours, Ciaupe G. Bowers 

= Wesley Frost, Counselor of Embassy. |
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862.852/44: Telegram - | OO | | 

The Consul at Curacao (Ocheltree) to the Secretary of State — 7 

| - Arusa, November 9, 1939—10 a. m. 

a a [Received 12:40 p.m.] 

10. According to the British Consul who arrived yesterday from ts” 

Curacao Macauley of the New Orleans office of the United Fruit Com- _ | 

pany is now at Curagao arranging to transfer their vessel, the Ger- 

~ man steamship Wesermunde, to the Panamanian flag. - 

He said the steamer Macabi, Panamanian flag, owners United Fruit 

Company, proceeded from .Aruba to Curacao loading cargo from a 

German vessels. This consisted of German shipments of pipe, — | 

et cetera, belonging to United Fruit Company and some materials for | 

the construction of the Casa Presidencial at San José, Costa Rica. 

British authorities did not raise any objection to these transshipments. 

a |  OcwentreR 

——— 862.852/52 7 a OC a 

The Consul General at Rio de Janeiro (Burdett) to the Secretary | 

| | of State | | - 

No. 757 | ss Rio pt Janzrro, November 10, 1939. 

a [Received November 16.] 

a Sm: I have the honor to refer to the report from this office dated — | 

October 6, 1939, entitled “Method of Transferring Foreign Vessels to 

the Brazilian Flag”,** and to inform the Department that it has now 

been ascertained, from a reliable source, that the Hamburg—South 

American Line at Rio de Janeiro has taken steps to transfer certain 

German vessels to the Brazilian flag. 
It appears that about two months ago, a Brazilian born in the State 

of Santa Catharina of German parents, whose name is unknown at 

present, registered with the Brazilian authorities as the active partner 

of a firm organized under Article 231 of Decree No. 220-A of J uly 3, 

1935. This man is said to have provided 10 contos of the capital for 

the new firm, while 1,000 contos was obtained from the Rio de Janeiro 

branch of the Hamburg-South American Line, acting as the inactive 

partner. The new firm has applied to the Maritime Administrative 

Tribunal for permission to effect the registry under the Brazilian flag 

of certain ships belonging to it, and it is understood that this per- 

mission will probably be refused. 
It may be noted that three of the four German ships now at this 

port (the Santos, La Corufa and Bahia Blanca) belong to the Ham- 

* Not found in Department files.
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oo burg—South American Line. Further details will be made available | 
_ tothe Department as soon as practicable. Co | | 

Respectfully yours, Oo Wiis C. Burperr 

| 862.852/54 a 
- Lhe Minister in Honduras (Erwin) to the Secretary of State a 

| No. 861 ; Treucteatea, November 13, 1939. 
oO | _ [Received November 20.] _ 

Sir: I have the honor to report that I was informed today by Mr. | | 
_ _ Harold Darlington, British Vice Consul in Tegucigalpa, that it has 

| been reliably reported the German freighter Wesermunde, at present 
at Curacao, West Indies, is negotiating for a change of registry to the 

| Honduran flag. The new name this vessel will take is Chirropo, 
accordingtothisreport.  —_— 7 | 

_ It is believed that the effort to change to Honduran registry at this 
time is motivated by the fact that the ship is now in a port controlled 

| by the Dutch and that this step is being taken as protection for the 
7 German owners in the event the Netherlands break relations with 
| Germany. oe a a 
| | Respectfully yours, Be  Joun D. Erwin 

| - 862.852/61 - a 
| The Ambassador in Chile (Bowers) to the Secretary of State 

| No. 177 Co _ Santraco, November 27, 1939. 
| [Received December 5.] 

Siz: With reference to the Embassy’s despatch No. 139 of November 
8th last, I have the honor to report that newspaper articles apparently 
based on statements secured at the Foreign Office have now appeared to 

. _ the effect that Chilean negotiations for the acquisition of the S. S. 
Frankfurt and the S. S. Dusseldorf reached a stalemate on the 24th 
instant. The German Ambassador, accompanied by his counselor, con- __ 

| ferred extensively with the Minister for Foreign ‘Affiairs and the 
Under Secretary of Commerce on that day; and the state[ment] was 

| | thereupon published that the negotiations had been terminated because 
of disagreement as to prices. It was intimated that the Chilean Gov- 
ernment has not abandoned its intention of acquiring additional ships 
for the expansion of its merchant marine, and might undertake nego- 
tiations with other countries. The Under Secretary of Commerce had 
discussed the matter informally with a member of my staff a day or 
two earlier, and indicated the possibility that the purchase of Amer- 
ican merchant ships might be considered if the prices should not prove
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to be too high. He mentioned that ships not to exceed 7,000 gross tons | 

would be desired, and that refrigeration facilities would be a consider- — | 

| ation. In a subsequent press interview, however, Sefior Vigar has - 

stated that the war dangers to navigation in Europe are driving abun- 

dant tonnage into the South American trade, so that Chile will not | 

| need to concern herself as to purchasing merchant ships. Conceivably 

the Chilean attitude may be based on the thought that the German 

prices on the two vessels in question may yet be brought to a level which | 

would permit a transaction. 

| Respectfully yours, _ Cuaupe G. Bowers | | 

862.852/57, | | _ : 

The Ambassador in Mewico (Daniels) to the Secretary of State = 

No. 9553 | _ Mexico, November 97, 1939. 

| ee [Received November 29. ] | 

Sir: I have the honor to record below a conversation between — | 

Finance Minister Suarez and the Commercial Attaché on November 27, 

: 1939. The Commercial Attaché reports as follows: | 

“I asked Minister Suarez when he expected to receive his three 

tankers from Italy and the two tankers from Norway. Minister Suarez | 

answered that he had just sent a man to Italy for the purpose of mak- 

ng arrangements to receive the first tanker in January, the second in | 

February and the third in March. He said that the three tankers had 

a capacity of 12,000 tons each. In regard to the Norwegian tankers, | 

| Minister Suarez said that they would arrive in December or January , 

and also had a capacity of 12,000 tons each. Without any questioning _ 

the Minister said that he would soon own the German tanker Zane 

Amussen now at Puerto Mexico. I asked him if the German Govern- | 

- ment had agreed to make the sale and he replied that it had and that 

its consummation only depended upon an agreement in: price. The 

Minister stated that he had offered the German Government 250,000.00 

dollars whereas the seller was requesting Dlls. 350,000.00. Minister 

Suarez stated that the Mexican Government would pay more than it 

had offered and that in view of the reduction of duties on petroleum 

in the Venezuelan treaty, he would telephone Mr. Silva Herzog to 

make the purchase as soon as possible, Minister Suarez laughed when 

he said that he would have the American Navy to protect his German : 

tanker plying between Mexican and American Gulf ports. The Min- 

ister said that it would be necessary to pay cash in dollars for 

the tanker. ; : 
“In speaking of petroleum deliveries to the United States he said 

that the petroleum and its derivatives now at Eastern States or stored 

in the United States would have to be re-exported and sold to other 

- countries. He said, however, that if conditions continued as they are 

he would find it necessary to ship petroleum to the United States, pay 

the regular import duty and sell it upon the American market.” | 

Respectfully yours, JosEPHUs DANIELS
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| . 862.852,/60 : Telegram | os | | | a oo | | | 

8 The Consul at Lampico (Collins) to the Secretary of State 

- - oe er ‘'Tamerco, December 2, 1989—noon. a - 
| - - pe [Received 1:49 p.m] 

: A. contact reports that the first officer of the Orinoco yesterday 
| informed him that negotiations are in progress for saleoftheGerman 

___ vessels at Tampico to American interests and that the Orinoco’s cap- | 
tain and chief engineer are at Mexico City or Villa Acuna Coahuila 
in this connection. | | 

os _ Repeated to the Embassy. | | | a | 
ae a : - : CoLiIns 

7 a - g62.852/68 Be - | | 
7 _ Memorandum of Telephone Conversation, by the Chief of the 

| | _ Division of the American Republics (Duggan) | 

| a : : | [Wasuinerton, ] December 22, 1939. | 
Mr. Pierre Boal, Counselor of the Embassy in Mexico City, stated — 

that Sefior Fernandez del Castillo had informed him that he had | 
| sounded out the German Minister with regard to the purchase of the _ 

_ seven German ships still remaining in Mexican waters. The German 
Minister was said to have replied that if a “fair offer” were made, it 
would probably be accepted. | - 

— 862.852/62 | | | | , | | | 
| Lhe Ambassador in Brazil (Caffery) to the Secretary of State 

No. 2290 Rio pe Janetro, December 29, 1939. | 
| [Received January 4, 1940.] 

Sir: I have the honor to report that the Director of Exchange of 
the Bank of Brazil informs me that Major Napoleao Alencastro | 
Guimaraes, Chefe do Gabinete of the Ministerio da Viacao e Com- 
municagoes, is interested in purchasing German freight ships now 
tied up in Brazilian and other South American ports. The Director 
feels that the Brazilian Government will not sanction the transaction 
owing to the possibility of future complications with the British 
and French Admiralties, | 

Respectfully yours, For the Ambassador: 
| Wa tter J. DoNNELLY 

Commercial Attaché



VIOLATIONS BY THE BELLIGERENTS OF THE SECURITY 
_ ZONE ESTABLISHED BY THE DECLARATION OF a 

PANAMA? | | 

740.00111 A.R./444: Telegram | oo 

The Ambassador in the United Kingdom (Kennedy) to the Secretary 
a sof State | | 

Lonpon, October 5, 19839—4 p. m. 

| | 7 [Received October 5—1 p. m.] 

1936. Strictly personal for the President and the Secretary. 

Churchill sent for me this morning and following our talk sent me 

the following communication: | | 

| “My Dear Ambassador. The inclosures cover our conversation | 

this morning. Yours sincerely, Winston S. Churchill.” | - | 

- Tam sending memorandum enclosed with Churchill’s note. a 

The following from Naval Person: * | Oo | 

(“] We quite understand natural desire of United States to keep 
belligerents out of their waters. We like the idea of a wide limit of 

say 300 miles within which no submarines of any belligerent country - 

should act. If America requests all belligerents to comply, we should 

immediately declare that we would respect your wishes. General 

questions of international law would of course remain unprejudiced. | 

More difficulty arises about surface ships, because if a raider operates 

from or takes refuge in the American zone, we should have to be pro- 

tected or allowed to protect ourselves. We have mentioned several 

other instances to Mr. Kennedy. We do not mind how far south the 

prohibited zone goes, provided that it is effectively maintained. We 

should have great difficulty in accepting a zone which was only policed 

by some weak neutral. But of course if the American Navy takes care 

of it, that is all right. 
Thirdly, we are still not sure whether raider off Brazil is Scheer or 

Hiffer, but widespread movements are being made by us to meet either 

case. The more American ships cruising along the South American 

coast the better, as you, Sir, would no doubt hear what they saw or 

did not see. Raider might then find American waters rather crowded, 
or may anyhow prefer to go on to sort of trade route, where we are 
preparing. 
We wish to help you in every way in keeping the war out of 

Americas.” 

1 For text of the Declaration of Panama, see p. 36. 
* Code words used for Winston S. Churchill, First Lord of the Admiralty. 
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Following is note from Admiral Phillips who was present at the con- | 
| versation with Churchill. | | 

“My Dear Ambassador: In accordance with our conversation this 
| morning, I enclose a short note on Points which may arise concerning 

, the Panama Conference proposal for a zone round the United States 
oe and South America. Yours Sincerely T.S. V. Phillips.” 

| Following is memorandum enclosed with Admiral Phillips’ note. 

“While the proposal in general is welcomed, the following points 
will need attention. | | 

| (1). From the point of view of international law, it would obviously 
| _ be necessary to make it clear that British assent to the proposal was 

not any precedent and did not imply a recognition of a right on the 
part of a neutral to exclude belligerents from operating anywhere on 
the high seas (i. e. outside the 3-mile limit). : | 

, (2) It would naturally be necessary for belligerent forces to have 
tree access to their own or allied territory and territorial waters within 

| the zone. | : a 
(3) It would be a fundamental part of the scheme that it should 

_. be effective, i. e. not only that enemy action against territory, forces 
| or shipping should be prevented, but also that the use of the area as 

a _ @sanctuary in which raiders or supply ships might take refuge should 
| _ be prevented. The question of the use of the area as a sanctuary is _ 
. clearly very important because, unless such action were prevented, 
) it would clearly facilitate greatly the operations of enemy raiders in 

areas outside the zone. — 
(4) The extent of the zone to be finally accepted would presumably 

| a be linked up with the possibilities of effective enforcement. | 
| (5) The conversion of belligerent merchant ships into warships in 

ports within the zone would presumably be prevented. | 
Oo (6) It would naturally be necessary that a belligerent should re- 

tain the right to continue a pursuit of the forces of his enemy into that ) 
: area, because otherwise the existence of the zone might frequently en- 

able a raider to escape destruction and subsequently emerge from the 
| zone to re-commence raiding in some other area. 

(7) We should of course hope to obtain any information concern- 
: ing the movements of enemy forces within the area since otherwise the 

operation of the scheme would greatly reduce the possibilities of ob- 
taining such information for ourselves. 

(8) The question of enemy merchant ships is also of some im- 
portance because the number now interned in various American ports 
might presumably, under the safety given by the scheme, resume trad- 

| ing on the American continent, so earning considerable quantities of 
foreign currency. Such trading would presumably in any case not be 
allowed unless the Germans themselves had accepted the scheme and 
respected it.” | 

. | KENNEDY



| _ VIOLATIONS OF SECURITY ZONE 87 

740.00111 A.R./T414 | a | | 

| Memorandum of Conversation, by the Acting Secretary of State 

| [Wassineton,] November 14, 1939. 

The British Ambassador * called to see me this morning by appoint- 
ment in order to have our first preliminary exchange of views with re- 
gard to the attitude of the British Government concerning the | 

Declaration of Panama. | , 
I told the Ambassador that a digest had been made of the salient 

points in the communications sent on October 5 by Mr. Winston — 
: Churchill and Admiral Phillips to Ambassador Kennedy in London,* - 

and that I would read to him these points together with the opinion of | 
this Government regarding each of the points listed: | 

oe Point 1: ... If America requests all belligerents to comply, we - 
should immediately declare that we would respect your wishes.” 

_ Answer: At the time the declaration was approved by the Confer- | 
ference, a resolution was adopted requesting the President of the Re- _ 

| public of Panama to transmit the declaration to the belligerent gov 
ernments involved in the present war in Europe in the name of all : 
the Republics of America. ‘This was done on October 4, 1939, and is | 
to be considered as a communication not only from this Government 
but from all the other American Republics. It is, of course, the wish | 

_and expectation of this Government that all belligerents shall respect 
the declaration. | | . | 

Point 2: “General questions of international law would of course | 
remain unprejudiced.” ae a | 

Answer: It was not the purpose of the American Republics in | 
adopting the declaration to prejudice international law but rather it 
was their purpose, as a practical matter, to assert first, that as long 
as they maintained their neutrality, the war in Europe, in which they 
were not involved, should not jeopardize their rights to sel{-protection 
nor interfere with or destroy normal relations between them; and 
second, that belligerent activities undertaken by the European powers 
should not take place within waters adjacent to the American con- 
tinent which embrace normal inter-American maritime communica- 
tions. We do not consider that this is to be regarded as prejudicial 
to international law, and that Mr. Churchill’s statement is in the | 

- nature of a reservation. 

Point 3: “More difficulty arises about surface ships, because if a 
raider operates from or takes refuge in the American zone, we should 
have to be protected or allowed to protect ourselves.” , 

Answer: It is, of course, the purpose of the American Republics 
that the zone be respected by all belligerents and, hence, that belliger- 
ent operations by raiders within the zone no less than operations 

* The Marquess of Lothian. | 
*See telegram supra. :
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by any other vessel will not be permitted. In case the zone is not 
respected, the matter will become the subject of consultation between 

a the American Republics. — BO 7 | | | 

Point 4: “We do not mind how far south the prohibited zone goes, 
Oo rovided that it is effectively maintained. We should have great 

Jifficulty in accepting a zone which was only policed by some weak 
neutral. But of course if the American navy takes care of it, that — 
jisallright” CO 

| Answer: The zone extends south to 58° south latitude and applies 
to both sides of the continent. It is the purpose of the governments 
whenever they may determine that the need therefor exists, to patrol 

| | either individually or collectively as may be agreed upon by common 
|  gonsent, and in so far as the means and resources of each may permit, 

the waters adjacent to their coasts within the area defined in the _ 
| declaration. The United States cannot, of course, give assurances — 

| that the American Navy alone will patrol the entire area but it is | 
| | expected that the United States Navy will participate whenever 

| necessary in any patrol that may be undertaken. ae 

| The points raised by Admiral Phillips might be answered as | 

follows: . | a a a | 
Point 1: “From the point of view of international law, it would - 

| obviously be necessary to make it clear that British assent to the 
: proposal was not any precedent and did not imply a recognition of a 

right on the part of a neutral to exclude belligerents from operating 
| anywhere on the high seas (i. e. outside the three mile limit).” _ 

. Answer: The United States perceives no objection to the adoption 
| of such an attitude by the British Government, but it perceives no 

| - good reason why belligerent operations should be conducted in waters 
adjacent to the American continent to the great danger of the neutral 

, American countries which, while maintaining positions of neutrality, 
are of right entitled to pursue their normal peacetime trade and 
commerce in waters adjacent to their shores. 

| Point 2: “It would naturally be necessary for belligerent forces to 
have free access to their own or allied territory and territorial waters 

_ within the zone.” i 
Answer: The second paragraph of Point 1 of the declaration makes 

specific exception for territorial waters of Canada and of the undis- 
puted colonies and possessions of European countries within the limits 
of the described zone. | 

Point 3; “It would be a fundamental part of the scheme that it 
should be effective, i. e., not only that enemy action against territory, 
forces or shipping should be prevented, but also that the use of the area 
as a sanctuary in which raiders or supply ships might take refuge 
should be prevented.” 

Answer: The purpose of the declaration is to prevent all hostile acts 
by any non-American belligerent nation. This would preclude the use 
of the area as a sanctuary or place of refuge. It is expected that 
through consultative collaboration the plan should be placed in as
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fully effective operation as is possible to the end that hostile acts by | 
any belligerent would be repressed and that there would be full en- 

_ forcement of the obligations of neutral American states with respect to 
assistance in any manner to raiders by use of supply ships or other- 

-. -wise, so as to preserve the area free from unneutralactivity, 

| Point 4: “The extent of the zone to be finally accepted would pre- a 
sumably be linked up with the possibilities of effective enforcement.”. = 

Answer: The declaration does not contemplate specific acceptance 
| by belligerent nations but rather compliance by them with its pur- | 

poses, namely, to refrain from the commission of any hostile act within — - 
| the area. The zone has been delimited in the declaration. It is this 

zone that the American Republics expect the belligerents to respect. 
a The question of effective enforcement will not arise unless some bellig- 7 

erent fails to respect it, in which event the measures to be adopted 
will be decided after consultation. | Mea eB a 8 oe | mo 

Point 6: “The conversion of belligerent merchant ships into war- | 

ships in ports within the zone would presumably be prevented.” 

Answer: Naturally such acts being in contravention of the neutrality _ | 

of the American Republics will be prevented. .A specific provisionon = 

this question is contained in paragraph 3 (c) of the General Declara- : | 

tion of Neutrality of the American Republics, approved October 3, | 

 1939,5 wherein the American Republics resolve to prevent on their — | 
respective territories the fitting out, arming, or augmenting of the — ce 
forces or armament of any ship or vessel to be employed in the services 
of one of the belligerents. — es es Oe 

Point 6: “It would naturally be necessary that a belligerent should 

retain the right to continue a pursuit of the forces of his enemy into 

that area, because otherwise the existence of the zone might frequently 
enable a raider to escape destruction and subsequently emerge from 
the zone to recommence raiding in some other area.” __ / | | 

_ Answer: This Government does not consider that legitimate hot | 

pursuit begun outside the area and continued in the area would be in 
contravention of the purposes of the declaration. __ 

| Point 7: “We should of course hope to obtain any information con- 
cerning the movements of enemy forces within the area since other- 

wise the operation of the scheme would greatly reduce the possibilities | 

of obtaining such information for ourselves.” | 

Answer: It can hardly be expected that the American Republics 
would give to one belligerent information regarding operations within 

the area of the vessels of another belligerent except to the extent that 

| such information might be obtained from public announcements made 
by one or more of the American Republics at the time. To communi- 
cate information to an opposing belligerent would place the Ameri- 
can Republics in the position of compromising their neutrality. 

Point 8: “... enemy merchant ships ... because the number 
now interned in various American ports might presumably, under the 

5 See Report of the Delegate of the United States of America to the Meeting of 
the Foreign Ministers of the American Republics Held at Panamd September | 

28—October 3, 1989, p. 54.
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safety given by the scheme, resume trading on the American continent, 
| so earning considerable quantities of foreign currency. Such trading 

| would presumably in any case not be allowed unless the Germans 
themselves had accepted the scheme and respected it.” __ So , 
Answer: There has been no decision by the American Republics or, . _ 

| so far as this Government is informed, by any one of them, concerning 
oo _the action to be taken with respect to belligerent merchant vessels in. 

ports of the American Republics. It is to be supposed that if such 
vessels are allowed to trade between ports of the American Republics 

7 they will be permitted to do'so only on condition of strict observance - 
_ of the neutrality of the American Republics and with proper respect 

to the neutrality of the area in question, and on condition that their 
governments shall likewise respect the neutrality of the area. | 

The Ambassador requested clarification of certain of the opinions - 
s _ of this Government as I read them to him, but although he had re- 

: - eeived voluminous instructions, which he had with him, he raised no— 
: . points of ‘any significance in addition to those contained in Mr. 
a _ Churchill’s communications. _ Be - 

_ The Ambassador requested my interpretation of Point 1 of Mr. 
- —Churchill’s memorandum, and I stated that it seemed to me that it 

| was hardly appropriate for me to undertake to interpret what seemed 7 
oe _ to be a very clear and concise statement of the British First Lord of _ 
- _ the Admiralty. I said that it seemed that there could only be one in- _ 

terpretation given, namely, that the British Government signified its 
intention to respect the provisions of the Declaration of Panamé, pro- 

| vided the other belligerents likewise undertook to respect the terms of 
_ the declaration. The Ambassador stated that he had not yet received 

from his Government copies of the Churchill communications and that 
| his instructions did not go so far as the assertion contained in Point 1 | 

| of Mr. Churchill’s memorandum. | 
With regard to the final point, namely, the question of German 

merchant vessels which had taken refuge in ports of the American 
Republics, the Ambassador read to me a memorandum sent to him 

| by his Government, of which he promised to furnish me a copy and 
| which copy is attached herewith.* I inquired in this connection what 

the attitude of the British Government would be in the event that 
some American government, which had owing to it a considerable 
volume of blocked marks in Germany which it could not utilize and 
which it could not take out of Germany in the form of goods, deter- | 
mined to take over German merchant vessels in its ports as payment 
for such amounts owing to it. The Ambassador replied that he would 
assume that if such action were taken unilaterally the British Govern- 

| ment would respect the transfer of flag resulting from such action, but 

*A notation at the bottom of the page reads: “12-22-39. Memo not yet re- 
- ceived.”
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that he would inquire of his Government what their definitive opinion | 
might be and give mea reply accordingly. | 

| S[umner] W[EttEs] 

740.00112 European War 1989/792 | | | 
| Memorandum of Conversation, by the Under Secretary of State | 

| | (Welles) | | 

| | [Wasuineton,] December 6, 1939. 7 
_ The British Ambassador called to see me this afternoon. I told 
the Ambassador that there had been brought to my attention cer- 
tain complaints on the part of the governments of the other American 
republics that ships plying from one American port to another in . 
the Western Hemisphere, when they stopped at the British posses- 

_ sions of Barbados and Trinidad, had been unduly detained on the 
ground that the British authorities in those parts desired to assure 

| themselves that no shipments were being made from one American 
_ republic to another involving firms or individuals on the British : 

black list. I said that it had also come to my attention that German ~ : 
ships might have been attacked and sunk within the restricted zone 
proclaimed in the Declaration of Panama. I said to the Ambassador 
that I was making no representations in the matter and that I would 
request him to regard this part of our conversation as strictly in- a 
formal and unofficial, but that I did want to point out that if it was 
generally understood on the Western Hemisphere that Great Britain : 

_ had been responsible for a disregard of the zone prescribed in the oo 
Declaration of Panama and was undertaking to interfere with ordi- | 
nary commercial or maritime communications between one American 

_ republic and another, I was very confident that there would be a gen- | | 
eral outburst antagonistic to Great Britain throughout the continent. 

_ I said that I was making these observations in a preliminary fashion, _ 
and that I had requested an immediate report with regard to the alle- 
gations as to the interference with shipments from one American 
republic to another. I told the Ambassador that if I had any positive 
information on this point, I would seek an opportunity of speaking 
with him further. | 

S[umner] W[exues] 

740.0011 European War 1939/1283 | 

Memorandum of Trans-Atlantic Telephone Conversation’ 

) [Wasuineron,] December 14, 1939. 

Minister Edwin C. Wilson called Mr. Duggan by long distance tele- 
phone on Thursday, December 14, and stated that he would like to give 

‘Between Mr. Wilson in Montevideo and Mr. Duggan in Washington. 
298800—57-——_7
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: | him a little information about the naval engagement off the coast of 

ss Yruguay yesterday” | | OO 

Mr. Wuson: Briefly, as you will see from the message we are sending 

up, the best information which we obtained from the British Legation, 

. the local maritime authorities here and other sources, is as follows: 

About six o’clock yesterday morning off the northeastern coast of 

—— Uruguay the British cruiser Achilles, the Ajaw and the Exeter, the 

latter of which was engaged in convoying a French merchant vessel, 

came into contact with the German pocket battleship Graf von Spee. 

The Exeter was damaged and the Von Spee made off. Then late yes- 

terday afternoon, between 7 and 9 o’clock, off the place called Punta. 

de Este, well outside Uruguayan territorial waters, two further 

| engagements occurred, in which both the Graf von Spee and the Ajax 

oo were damaged. The Graf von Spee came into the port of Montevideo 

about midnight last night and I was down to see her this morning. 
- She is about 200 yards off shore. One of the secretaries is now out 

in a launch going around her to look her over. The casualtieson the 

Von See are 36 dead, 48 wounded on board the ship, and one wounded 

man has been brought ashore into a military hospital. _ | 

The Ajax and the Achilles pursued the Von Spee up to the Uru- 

guayan territorial waters and they are now believed to be lying about 

| twenty-five miles off shore. It is not known whether the Hweter is — 

also there or whether she has made off to the Falkland Islands for 

a repairs. She was badly damaged. We have been told in confidence 

| py the maritime authorities here that the Von Spee has received per- 
mission to remain in port forty-eight hours and that this time may be 
extended if necessary to make further repairs. It is of interest to 
note that the Uruguayan law makes no distinction between repairs _ 
on account of gunfire damages and those from natural causes. 

| That is the most reliable information which I have been able to get. 
I have asked the Naval Attaché to come over from Buenos Aires by 
plane, if possible, and we will try to check up and let you know more 

during the day. 
There were rumors all day yesterday about the battle, but late yes- 

_ terday afternoon the Foreign Office and the German Legation were 

| entirely without any knowledge and it was only later inthe night that 
the reports of what seems to have been the most serious engagement 
off Punta de Este came in. 

Mr. Ducaan: What was the first position ? | 
Mr. Wiuson: The first position was well off the coast. Some people 

are saying two hundred miles, and the people who perhaps would . 

®See Reptiblica Oriental del Uruguay, Ministerio de Relaciones Exteriores, 
Antecedentes Relativos al Hundimiento del Acorazado “Admiral Graf Spee” y a la 
Internacién del Barco Mercante “Tacoma” (Montevideo, Imprenta “El Siglo 
Tlustrado’”’, 1940).
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know the most, the British, are not saying. The first engagement was 

well out to sea. Whether it was within the zone or not cannot be 

determined until the exact position of the ship is known. We have — 

no definite information. a 

The second and third engagements took place not very far off the 

Uruguayan coast outside territorial waters, but some reports say 

| about twelve sea miles. I do not know whether that is exact or not. 

The firing could clearly be heard from the shore. | 

Mr. Ducean: We will be interested in having further information 

-_-with regard to its stay in port. | | 

Mr. Witson: We shall watch that very carefully. _ fe 

Mr. Ducean: I spoke with Mr. Hackworth® a few moments ago. — 

He told me that under international law he thought that the ship 

might stay there only for a short time, twenty-four hours. | 

Mr. Wiurson: The reports are that permission has been given for the 

ship to stay in port forty-eight hours. The information which I just 

gave you is what I obtained from the Uruguayan authorities. An offi- _ 

cial here said in confidence that he had told the officer of the German 

| vessel that the ship could remain in port 48 hours and that the time 

would be extended if necessary to make further repairs. There is no 

distinction between repairs on account of gunfire and repairs on ac- 

count of natural causes. This is all pretty preliminary. We will | 

check as we go along. | 

| 740.0011 European War 1939/1172a: Telegram | 

The Secretary of State to the Minister in Uruguay (Wilson) 

a | WasHIneton, December 14, 1939—3 p. m. 

84. Your telephone call today. Article 12 of Hague Convention 

No. 13 of 1907 *° provides that in the absence of special provisions to 

the contrary in the legislation of a neutral power “belligerent warships 

are not permitted to remain in the ports, roadsteads, or territorial 

waters of the said Power for more than 24 hours, except in the cases 

covered by the present Convention.” The exceptions referred to 
insofar as they are here material are contained in articles 14 and 17. 

Article 14 provides that the stay may be prolonged beyond the 

permissible time only “on account of damage or stress of weather” 

and that the vessel must depart as soon as the cause of the delay is 

at an end. 
Article 17 provides that belligerent warships may make such repairs 

only “as are absolutely necessary to render them seaworthy, and 
may not add in any manner whatsoever to their fighting force”, also : 

* Green H. Hackworth, Legal Adviser. 
* Foreign Relations, 1907, pt. 2, p. 1239. |
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that the local authorities of the neutral power “shall decide what 
repairs are necessary, and these must be carried out with the least | 
possible delay.” | | 

| ‘Provisions analogous to those contained in article 17 are embodied 
in article 9 of the Habana Convention of 1928 regarding maritime 
neutrality." The latter article also states that “damages which are 
found to have been produced by the enemy’s fire shall in no case be 
repaired.” An identical statement is contained in the President’s 
Proclamation of Neutrality of September 5, 193922 This rule has 
been applied by a number of neutral powers including the United 
States and Germany. The Scandinavian countries adopted rules in 

- 1988 prohibiting the repair of damage inflicted by action of the 
enemy. Asregards the United States see Moore’s Digest, Volume VII, 

| _ page 991 and following. | 
: Article 84 of the draft convention prepared by the Research in 

_ International Law under the auspices of the Harvard Law School on 
the subject of the rights and duties of neutral states in naval and aerial 
war stipulates that “a condition of distress which is the result of enemy 
action may not be remedied and if the vessel is unable to leave it shall 

| be interned”. See volume 33, American Journal of International 
Law, July 1939, Supplement, page 462. | 

| | The General Declaration of Neutrality approved at Panama October 
3, 1939, provides in paragraph 3 (d)** that warships shall not be al- 
lowed to remain in port or territorial waters more than 24 hours. 
While an exception is permitted for vessels arriving in distress this __ 
Government does not understand that distress resulting from combat 
operations would entitle the vessel to prolong its stay beyond 24 hours 
without internment. | | 
You are privileged to use the foregoing information in any conver- 

sations you may have with the Uruguayan authorities, merely as an 
expression of the views of your government with regard to its own 
policy. | ) 

Hoty 

; 740.0011 European War 1939/1177a : Circular telegram 

Lhe Secretary of State to Chiefs of Missions in the American 
Republics 

Wasuineton, December 15, 1939—1 p. m. 
You are requested to call immediately upon the Minister for Foreign 

Affairs and to submit for the consideration of the Government to 

™ Foreign Relations, 1928, vol. 1, p. 604. | 
“ Department of State Bulletin, September 9, 1939, p. 203. 
* League of Nations Treaty Series, vol. CLxxxvut, p. 293. 
* See Report of the Delegate of the United States of America to the Meeting 

of the Foreign Ministers of the American Republics Held at Panamd, September 
28—October 8, 1989, p. 55.
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which you are accredited the desirability of the issuance by all of the | 
governments of the American Republics, in accordance with the prin- 
ciples unanimously agreed upon at the recent Consultative Meeting 
at Panama, of a joint statement with regard to the naval engagement 
which took place on December 13 off the coast of the Republic of | 
Uruguay. You may say that your Government submits for such con- | 
sideration, and as a basis for discussion, the following draft statement: 

“On the morning of December 13, 1939, a naval combat took place 
| off the northeastern coast of Uruguay between certain British naval | 

vessels and the German naval vessel Graf von Spee after the latter 
1s alleged to have attempted to overhaul the French merchant vessel | 
Formose at a time when the latter vessel was plying between Brazilian 
ports and the port of Montevideo, and after the Graf von Spee is al- 
eged to have sunk other merchant vessels in the same vicinity. 
There would seem to be no question that all of these activities took 

lace within the zone described in the Declaration of Panamé on 
October 8, 1939, the first paragraph of which reads as follows: 

‘1, As a measure of continental self-protection, the American Republics, so 
long as they maintain their neutrality, are as of inherent right entitled to have 
those waters adjacent to the American continent, which they regard as of 
primary concern and direct utility in their relations, free from the commis- Oe 
sion of any hostile act by any non-American belligerent nation, whether such 
hostile act be attempted or made from land, sea or air.’ 

From the evidence so far available it would appear that such inter- 
ference with merchant shipping plying between the ports of one 

_ American Republic and the port of an adjacent American Republic 
took place within the zone fixed by the American Republics as that 
area which should be maintained free from belligerent activities in a 
order to insure their own Tight to self-protection. Such interference | 
has further been followed by engagements between armed vessels — 
of the opposing belligerents within the security zone. The Govern- 
ments of the American Republics state that as soon as they have clearly 
ascertained the facts and established the responsibilities involved, 
they will, through the method of mutual consultation provided in 
the Declaration of Panama, determine upon the representations which 
they should appropriately make, or determine the action to be taken 
individually or collectively in this case.” . 

You may further state that your Government believes that the 
security zone established in the Declaration of Panama, if respected 
by the belligerents, will afford a very great measure of security to all 
of the American Republics and is calculated to avoid involvement 
of the American Republics in controversies arising out of the Euro- 
pean war. It further believes that if this first flagrant violation 
by the belligerents of the Declaration of Panamé4 is permitted to 

~ occur without vigorous protest on the part of all of the American 
Republics, the Declaration of Panama will inevitably become a dead 
letter. | 

If the Governments of the American Republics are all in accord 
with regard to the suggested step, the Government of the United
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States would recommend that the President of Panam4 be requested 

| to issue any statement that may be agreed upon and communicate 

copies thereof to the governments of the belligerents involved in 

this incident. | | 

Please telegraph immediately the views of the Government to which 

you are accredited.* : | Oo | 
How 

740.0011 Buropean War 1939/1178: Telegram | | - 

| : The Ambassador in Brazil (Caffery) to the Secretary of State | 

| Rio pz JANEIRO, December 15, 1939—2 p. m. 

7 [Received 2:22 p. m.] 

432, Aranha and Nabuco™ talked informally with me this morn- 

ing in connection with the recent naval action off the Uruguayan coast. 

They showed me a telegram from the Brazilian Ambassador at 

Montevideo setting out that the Uruguayan Government had decided 

| to consult the American, Brazilian and Argentine Governments as 

| to the course to be pursued at the present juncture, having in mind | 

- the Panam4 Declaration. Aranha and Nabuco are very anxious to 

work in close cooperation with the State Department and will not 

reply to Montevideo until they hear from the Department. Aranha 

and Nabuco make three suggestions forareply: | 

1. In view of the fact that the British insist that their vessels were 

attacked 180 miles from the coast when convoying merchant ships 

, engaged in normal trade, the German ship can be defined as the aggres- 

sor in the case and therefore should be interned for the duration of 

the war; and the principle be laid down by the American nations that 

any belligerent naval vessel in the future taking refuge after a naval 
engagement in an American port be interned for the duration of the 
war. (Since the conversation I see in the press the 8.8. E'veter may 
put into an Argentine port for repairs.) Aranha went on to remark 
that the United States and Brazil were both voluntarily keeping their 
ships out of the European danger zone, see my despatch No. 2176, 
December 6; ?* on the other hand by actions of this sort the blockade 
was being brought to the South Atlantic to the detriment and hurt of 
international commercial relations. 

6 Replies generally not printed. See circular telegram of December 18, 4 p. m., 
to Chiefs of Missions in the American Republics, p. 105. 

* Oswaldo Aranha, Brazilian Minister for Foreign Affairs. 
“Mauricio Nabuco, Secretary General of the Brazilian Foreign Office. 
* Not printed.
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2. In case the first suggestion seems too harsh the second suggestion 

is that all the nations of America protest to both belligerents citing the 

-_ present instance and expressing the strong hope that similar instances 

will not occur again; or if it is clear that the German was the aggres- 

| sor to protest to Germany alone. 

| 3. His third suggestion would be that consultations among the 

American nations be not held if there is any possibility that common 
agreement cannot be reached on either of the two previous suggestions 

because in their opinion a failure to reach an agreement would have | 
“deplorable results”. In that case Uruguay should apply its own neu- 
trality laws. | 

Aranha said he and Nabuco will be awaiting with much interest _ | 
and expectation the Department's early reply. 

| CAFFERY | 

740.0011 Buropean War 1989/1178 : Telegram 

The Ambassador in Brazil (Caffery) to the Secretary of State — 

Rio vz Janetro, December 15, 1939—midnight. 
[Received December 16—12:41a.m.] _ 

434, Department’s circular December 15, 1 p.m. Aranha approves 

“as far as it goes” but feels strongly that this should be only a pre- 
liminary step toward stronger action as set out in his first suggestion 

| of my 432, December 15, 2 p. m. | 
He talked on the telephone this afternoon with Cantilo *® who is in 

general agreement with his attitude. 
Aranha says he expects arrival here tomorrow of English Henown 

and an aircraft carrier. 
| CAFFERY 

862.857/42 : Telegram 

The Vice Consul at Antofagasta (Adams) to the Secretary of State 

Antoraaasta, December 16, 1939—9 a. m. 
[Received 10: 45 a. m. | 

Merchant vessel said to be German Dusseldorf lying at anchor 5 | 
miles off shore at Antofagasta brought here this morning under cus- 
tody of British warship believed to be H.M.S. Despatch lying in the 
harbor. 

Apams 

% José M. Cantilo, Argentine Minister for Foreign Affairs.
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_ 740.0011 European War 1939/1181: Telegram | 

The Ambassador in Brazil (Caffery) to the Secretary of State 

Rio pz Janemo, December 16, 1939—10 a. m. 
| [Received December 16—5: 57 a. m.] 

| 435. My 434, December 15, midnight. Aranha himself wrote fol- 
lowing as result of his conversation with Cantilo: | 

| _ _ “Rither to (1) (@) allow Uruguay to decide on the Von Spee matter 
in accordance with her laws and interests and support the decision to 
the extent it may be necessary (0) immediately after the Uruguayan 
decision to direct a protest along the lines suggested in Department's 
circular telegram, December 15, 1 p. m. or to (2) advise ruguay to 
adopt an attitude similar to that prescribed in article 22 of the Brazil- 
ian Neutrality Laws? for such cases and request American support | 

_ In accordance with the Panama Declaration.” | | | 

|  Carrery 

| 740.0011 European War 1939/1191 : Telegram | 

The Ambassador in Argentina (Armour) to the Secretary of State 

| | Buenos Aires, December 16, 1939—noon. 
| | [Received 3 p. m.] 

290. Department’s circular telegram December 15, 1 p.m. I con- 
veyed this morning to the Minister for Foreign Affairs the contents 
of the Department’s telegram. He assured me it would have their __ 
immediate attention and promised to give me their answer within the 

| shortest possible time. — 
Dr. Cantilo agreed that not only a declaration but a strong one 

| should be made and also felt we should then be prepared to discuss 
what further action might be taken to enforce the terms of the 
declaration. 

| | ARMOUR 

 -862.8591/598 : Telegram 

The Ambassador in Chile (Bowers) to the Secretary of State 

Sant1aco, December 16, 1939—noon. 
: [Received 12:05 p. m.] 

| 228. Informed by Foreign Minister late last night that Dusseldorf 
was taken in custody by British and not sunk. He said it will have 
to be taken to a British port. See telegram this morning from Vice 
Consul at Antofagasta. 

Bowers 

* See Regras Gerais de Neutralidade, Bulletin de L’Institut Juridique Inter- 
national, vol. 42, January 1940, p. 111; Estados Unidos do Brasil, Didério Oficial 
(Seccio 1), September 1, 1939, pp. 21265-21266.
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740.0011 European War 1939/1178 : Telegram 

_ Dhe Secretary of State to the Ambassador in Brazil (Caffery) — 

| | WasHIncTon, December 16, 1989—2 p. m. 
237. From the Undersecretary. Your 432, December 15, 2 p. m., — 

434, December 15, midnight, and 485, December 16, 10 a.m. Please 
express to Aranha my appreciation of the very helpful opportunity 
he has afforded this Government of exchanging views with the Brazil- 
ian Government concerning the situation created by the recent naval 
action off the La Plata River. © | 

Please state that this Government fully agrees that the suggested 
| preliminary statement outlined in the Department’s circular of Decem- 

ber 15, 1 p. m., should only be regarded as a first step. Our feeling 
has been that it was desirable that some immediate indication be given 
by all of the American Republics of the deep concern felt in this hemi- 

_ sphere as a result of the violation of the security zone and that if we — 
should delay taking any action until after all of the facts in this case 
were confirmed, so much time would have elapsed as to give the impres- | 
sion to the belligerents that the American Republics were tacitly ac- 
quiescent to the violation of the zone. Co 

I believe that the proposal contained in the second part of numbered 
paragraph 1 of your telegram 432, December 15, 2 p. m., warrants the - 
very favorable consideration of the American Republics in the con- 
sultation which is now proposed. It may well be that if, after the facts 
are clarified, it is positively ascertained that molestation of merchant | 
vessels within the security zone by the Graf von Spee was the cause 
of the naval engagement, the best course would be for the American ~ 
Republics jointly to make a protest to the German Government and 
state that if any further violation of the zone were undertaken by a . 
German naval vessel, such vessel would be interned if it took refuge 
in any port of the American Republics. : | 

In view of all the circumstances, and in view of the fact that the 
Uruguayan Government has already announced its decision with re- 
gard to the status of the Graf von Spee, it would seem to this Govern- 
ment desirable with regard to the specific case of the treatment by the ) 
Uruguayan Government of the Graf von Spee to adopt alternative 
numbered (a) listed in your telegram 435, December 16, 10 a. m. 

Finally, this Government fully shares the belief expressed by Aranha 
that no formal and public consultation take place unless it has been 
previously ascertained that all of the American governments are in 
general accord. [Welles.] 

Hoi
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740.0011 European War 1939/1199: Telegram | a 

‘The Ambassador in Ohile (Bowers) to the Secretary of State 

| | , Santiaco, December 16, 1939—3 p. m. 

- Se [Received 3:49 p.m.] _ 

989, My telegram No. 227, December 16, 10 a. m2? Saw Ortega * 
a 1:00 o’clock following his conference with President. He gives abso- 

_ lute approval to our position; agrees that expeditious action impor- 

tant; and consents to the announcement of the provisional statement 
| by the President of Panama. He favors investigation and further 

action by the Committee named for the purpose at Panama Confer- 
ence and thinks this an essential part of agreement there. He is send- 

| ing mea formal note in reply this afternoon. 7 | 

| - Hesat down and wrote the following for me: a 

“With regard to the invitation of the United States we accept it, on 
the basis of making a preventive declaration to manifest to the bellig- 
-erents the desirability of respecting the principles of America, in order 

, to avoid a later formal (legal) declaration which could be regarded at 
a given moment through the contingencies of belligerency as contrary 

| _ to instructions one or the other of the warring nations.” _ 

9. He understands only United States and Mexico are maintaining — 
a patrol in support of the neutrality. He realizes other nations not in 
position effectively to do so but suggests that some patrol by each 
nation would be tangible evidence of each one’s sincerity in the Decla- 

| ration of Panama. Would appreciate our views. | 
8. He expressed much concern over report reaching him that Chile’s 

7 failure to join in an all-American denunciation of action in Finland * | 
was critically received in Washington. With evident sincerity and 
feeling he said with emphasis that Chile’s action was in absolute con- 
formity with the clear declaration made at Panama. Chile wishes to 

: go with her fellow American Republics but cannot reconcile a denun- 
ciation of one warring party in Europe with the declaration at Pana- 
ma that our purpose is to keep out of the quarrels of Europe. 

| | _ Bowers 

740.0011 European War 1939/1192 : Telegram 

— The Ambassador in Argentina (Armour) to the Secretary of State 

| Buenos Ames, December 16,1939—4p.m. 
[Received 7:16 p. m.] 

291. Department’s circular telegram of December 15, 1 p. m., and 
Embassy’s telegram 290, December 16, noon. Minister for Foreign 

*Not printed. 
% Abraham Ortega, Chilean Minister for Foreign Affairs. 
“See section entitled “Proposed collective protest by the American Republics 

against the Soviet invasion of Finland”, pp. 128 ff.
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Affairs has just handed me a draft statement which he has prepared | 

on the basis of our draft but with certain changes which he feels 

would make it stronger and more effective. While he agrees that 
reference should be made to other merchant vessels sunk by the Graf 
von Spee he points out that there have been similar cases of attack 

_ within the zone by British war vessels since the Panama Declaration 
. and that some reference to these should also be made. 

Finally he feels that to impress the belligerents with the seriousness 
of the situation, even in this preliminary declaration reference should _ 
be made to steps which the American Republics may find it necessary 
to take to prevent a repetition of similar incidents in the future. | 

The Minister asked me to state that of course these were only sug- 
gestions and that he would be glad to consider any further observa- 
tions we might have to make although of course he agrees that the | 
sooner the declaration can be issued the better. | | 

_ Translation of the text of the Argentine Government’s draft | 
declaration follows: Ce | | 

“The American Governments are officially informed of the naval | 
engagement. which took place on the 18th instant off the northeastern | 
coast of Uruguay, between certain British naval vessels and the Ger- ts 
man vessel Graf von Spee which, according to reliable reports, 
attempted to overhaul the French merchant vessel Formose between | 

| Brazil and the port of Montevideo after having sunk other merchant 
vessels, — 

On the other hand, the sinking or detention of German merchant 
vessels by British vessels in American waters is publicly known, as 
appears, to begin with, from the recent cases of the Dusseldorf, 

ssukuma and others. | | 
| All these facts which affect the neutrality of American waters, com- | 

promise the aims of continental protection provided for by the | 
Declaration of Panama of October 3, 1939, the first’ paragraph of 

| which establishes: (here follows quotation of text) ”® | 
‘Therefore in accordance with the method provided for in that 

instrument and with a view to avoiding the repetition of further 
events of the nature to which reference is made above, the American 
nations resolve to lodge a protest with the belligerent countries and 
to initiate the necessary consultation in order to strengthen the sys- 
tem of protection in common, through the adoption of rules to prevent 
belligerent vessels from supplying themselves and repairing damages 
in American ports, when the said vessels have committed warlike acts 
within the zone of security established in the Declaration of Panama.” 

Dr. Cantilo has just telephoned to ask me whether in view of the 
death of the President of Panama our Government would not perhaps 
wish to consider transmitting the declaration to the belligerent powers. 
I told him that it was my understanding that the declaration would 
be sent by the Acting President of Panama. : 

ARMOUR 

* Ante, p. 36. :
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740.0011 European War 1939/1209: Telegram | 

The Minister in Uruguay (Wilson) to the Secretary of State 

Monteviweo, December 16, 1939—10 p. m. 
[Received December 17—12: 35 a. m. ] 

138. Guani 7° sent for me at 9 o’clock. He said that he had spent 3 
hours this afternoon talking with the German Minister. He had tried | 
to obtain a statement from the Minister that the Graf Spee would 

_ respect Uruguayan law and either leave by 8 o’clock tomorrow night 
| or be interned. The Minister had refused to commit himself, and had 

| - insisted that more time was needed for repairs. Guani had offered 
to propose on his own responsibility to the President of Uruguay that | 

_ the committee of naval experts reexamine the question but on the 
condition that the German Government give assurances beforehand 
that it would accept the committee’s findings and act in accordance 
therewith. The German Minister also refused to commit himself | 
on this. Guani said that he was convinced that if by 8 o’clock tomor- 

| row night the Spee has not found an opportunity to slip away, she 
/ willresist internment. | - | | 
- He said that while he was being hammered on one side by the Ger- 

: mans, he was under constant pressure on the other side from the 
a British. He had received numerous visits from the British Minister. 

today, insisting that the time limit could in no case be extended, and 
| trying to obtain assurances as to the steps Uruguay would take if the 

| Graf Spee refuses to leave or be interned. Guani said that he felt 
, that the British were trying to build up a case of inability on the 
: part of Uruguay to enforce its neutrality laws, so as to be in a position | 

to claim greater freedom of action for themselves. For instance the 
British Minister protested today because, so he alleges, the Graf Spee 
had fired one of its anti-aircraft guns at an airplane from the cruiser 

| Ajax flying several miles at sea. This was of course absurd. 
Guani then said that he wished me to transmit formally a message 

| tomy Government from the Uruguayan Government to the following 
effect: that in the event the Graf Spee by 8 o’clock tomorrow night 
has not left Montevideo and refuses to be interned, the Uruguayan 

- Government will lack the necessary military force to compel the war- 
ship to be interned. He intends to transmit similar messages to the 
Argentine Government and the Brazilian Government. Then, if the 
contingency takes place and the British protest or try to take matters __ 
into their own hands, he will inform them that he is in consultation 
with governments of the American Republics concerning the matter. 

| _ Wiison | 

* Alberto Guani, Uruguayan Minister for Foreign Affairs.
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740.0011 European War 1939/1321 | 

: The Chilean Minister for Foreign Affairs (Ortega) to the 
American Ambassador in Chile (Bowers)? 

[Translation] | : 

No. 11555 Sant1aco, December 16, 1939. 

Mr. Ampassapor: I have the honor to acknowledge the receipt of 

Your Excellency’s note of December 15th, conveying to my Govern- 

ment a proposal of the Department of State that my Government join | 

the other American countries in representations to Germany and Great | 

Britain with regard to the situation off the Uruguayan coast between 

warships belonging to those States and within the Zone of Security _ 

created by the unanimous resolution of the Meeting of the Foreign 

Ministers of the American Republics for Consultation which took | 
place in Panama in September of this year. | | | 

- Your Excellency adds that your Government suggests that this 
representation be made through the Government of Panama as soon 

as information has been received with regard to the exact site in 

which the battle in question took place and the extent of participation 

in it of the belligerent countries. — | 
In reply, I have the honor to inform Your Excellency that my | 

Government accepts the suggestion of the Government of the United | | 

States that a joint declaration be made to manifest to the belligerents 

the desirability of respecting the Zone of Security created by the 
Meeting at Panama with a view to avoiding subsequent legal decisions 

| which might, at a given moment, be construed as in opposition to 

one or the other of the groups at war. | 

In this respect, I take this opportunity to inform Your Excellency’s 

Government that a similar act has just been produced off the Chilean 
coast, also within the Zone of Security under reference. | 

_ The British cruiser Despatch yesterday captured the German mer- 

chant ship Dusseldorf 20 miles off the Chilean coast opposite the port | 

of Caldera, thereby committing an act of war which, although per- 

mitted by the laws and usages now in force, has taken place within 
the Security Zone. 

Therefore, my Government believes that this same opportunity could 

be availed of to include in the projected representation the case in | 

question. 
I take [etc.] | ABRAHAM ORTEGA 

* Copy transmitted to the Department by the Ambassador in his despatch 
No. 215, December 18; received December 26. 

* Note was based on circular telegram of December 15, 1 p. m., p. 94.



| 104 _ FOREIGN RELATIONS, 1939, VOLUME V | 

740.0011 European War 1939/1210 : Telegram | - 

| The Minister in Uruguay (Wilson) to the Secretary of State 

| Montevineo, December 17, 1939—11 a. m. 
| | a - [Received 12:35 p. m.] 

139. My 136, December 16, 6 p.m.2? In my conversation with Guani 
last night (my number 138, December 16, 10 p. m.) I asked if he could 
give me a reply concerning the Department’s draft statement. He 

| said that he had had no time to consider it and that in the meantime 
Cantilo had communicated with him and proposed a counterdraft. 
Cantilo felt that our draft did not go far enough: he wanted to men- | 
tion not only the recent incidents but also the British sinking of vari- 
ous German merchant vessels which had left South American ports 
for Europe. Cantilo also wanted the decision to read that henceforth 

| belligerent warships would not be allowed to take refuge in ports of 
the American Republics. Guani said he was heartily in favor of this — 
last point, and asked my opinion. oe | 

I said that I thought the essential thing was to get out a preliminary 
protest without delay. After this was done the point about belligerent _ 
warships, and any other pertinent questions, could be dealt with in _ 

_ the consultation mentioned in our draft. Guani said he was inclined 
to agree but was so harried by the Germans and the British on the 

| Graf Spee business that he could not find time to consider the question 
carefully : he would try to do so and give me a definite answer as soon 
as possible. | . 

I believe that anything that Argentina, Brazil and we agree upon 
will be satisfactory to Guani. | | 

| : | WILSON 

740.0011 European War 1989/1222 : Telegram 

The Ambassador in Brazil (Caffery) to the Secretary of State 

Rio pz JANEIRO, December 17, 1939—11 a. m. 
[Received December 17—10: 48 a. m. ] 

439. Department’s 237, December 16, 2 p. m. Cantilo is urgently 
requesting Aranha’s support for his draft of protest to be made in 
connection with Declaration of Panama. Aranha says in his opinion 
Cantilo’s note is satisfactory but of course he wants to cooperate with 
us. Aranha is talking to President Vargas *° on whole subject early 
this afternoon and will talk to me again later. | 

CAFFERY 

*” Not printed. 
” Getulio Vargas, President of Brazil.
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740.0011 Buropean War 1989/1197 : Telegram | | 

The Ambassador in Brazil (Caffery) to the Secretary of State , 

| ‘Rio pr Janetro, December 17, 1939—6 p. m. | 

_ [Received December 17—5: 25 p. m.] 

449. My 489, December 17, 11 a.m. Aranha telegraphed Cantilo _ 

setting out that in his opinion matter of text of the note in re Declara- 

| tion of Panama is now secondary: that he thinks well of Cantilo’s 

suggested text but in some respects considers your suggested text | 

better. He remarked to me “Why does Cantilo drag in the incident 

off the Chilean coast which concerns Chile and to which Chile has 
apparently made no objection”. | | 

_ CAFFERY 

740.0011 European War 1939/1219: Telegram | | 

| | The Minister in Uruguay (Wilson) to the Secretary of State a 

| | --- Mowrevingo [undated]. | 
[Received December 17, 1939—6 : 30 p. m. | 

Graf Spee blown up 7:55 o'clock, 7 miles off shore, both magazine | 
groups exploded. | 7 ) 

| | | - WILSON 

. 740.0011 European War 1939/1239a: Circular telegram 

) The Secretary of State to Chiefs of Missions mn | 

| the American Republics — | 

WasHineron, December 18, 1939 — 4 p. m. 

Department’s circular December 15, 1 p.m. You are requested to 

call immediately upon the Minister for Foreign Affairs of the Govern- 

ment to which you are accredited and inform him that messages have 

now been received by this Government from all of the other American 

governments commenting upon the proposed draft statement trans- 

mitted in the Department’s circular of December 15,1 p.m. It has 

been gratifying to find that all of the American republics were in 

unanimous agreement that a statement should be issued and that this 

statement should be made as quickly as possible. 

The Argentine Government, using as a basis the original draft, has 

suggested certain changes which it feels desirable to make the state- 

ment more effective. It is hoped that these changes, which meet with 

the entire approval of this Government, will likewise find favor with 

the Government to which you are accredited. 

The draft statement suggested by Argentina reads as follows: 

[Here follows text quoted in telegram No. 291, December 16, 4 p. m., 

from the Ambassador in Argentina, printed on page 100.]
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In as much as the effectiveness of the statement will be heightened 
by its issuance within the next 24 to 48 hours while the Graf von Spee 
incident is still vivid in people’s minds, it is earnestly hoped that the 

| Argentine redraft will be accepted without further modification by the 
- Government to which you are accredited. Please endeavor to expedite 

a reply. | oO | 

740.0011 European War 1989/1227 : Telegram | | | 

The Minister in Uruguay (Wilson) to the Secretary of State = 

- a Monrtevipeo, December 18, 1939 — 5 p. m. | 
[Received 5:18 p. m.] 

| 147, The officers and sailors from the Graf Spee who had gone on 
board the Z'acoma, as well as the skeleton crew whoranthe Spee outof 
the harbor, were transshipped to tugs and lighters sent from Buenos 
Aires, and are believed to have been taken to Buenos Aires.*: Four 

. members of the crew who stayed on the Graf Spee to the last moment 
| _ were picked up by the Z’acoma which returned to port, and are now 

| detained by the local authorities. So far as is known no lives were 
lost in blowing up the warship. | | 

_ The press carries the text of a note addressed by the German Minis- 
ter to the Foreign Office protesting against the “flagrant” violation of 
international law by the Uruguayan Government in not affording sufii- 
cient time for repairs to make the vessel seaworthy. 

German Minister also released to the press a note addressed to him 
by the commanding Officer of the Graf Spee which indicates that the 
Germans have not lost their aptitude for misjudging the psychology 
of other peoples. The note criticises violently the attitude of the 
Uruguayan Government, alleges that it acted under pressure of the 
British Government and comments that while the commanding officer 
had means of exerting pressure he had refrained from doingso. Public 
opinion, which had become sympathetic as a result of the moving 
scenes at the sailors’ funeral and the plight of the warship, has been 
most unfavorably impressed by this offensive communication. 

It is of interest to note that in the communication in question the 
commanding officer of the German warship states: “On the morning 
of the 18th of December (ste) attacked on the high seas the English 
cruiser H'xeter”. 

| WILson 

*In telegram No. 302, December 20, 4 p. m., the Ambassador in Argentina 
reported an Executive Decree ordering the internment of the officers and crew of 
the Graf Spee (740.0011 European War 1989/1273)
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740.0011 European War 1989/1251 : Telegram , | 

The Ambassador in Argentina (Armour) to the Secretary of State 

| Buenos Arres, December 19, 1939—10 a. m. 
_ [Received 11: 05 a. m.] | 

297. The Minister for Foreign Affairs informed me last night that | 
the Minister for Foreign Affairs of Brazil had suggested to him an : 
addition to Cantilo’s draft declaration submitted in the Embassy’s 
telegram No. 291 of December 16,4 p.m. This additional paragraph 
referred to the sinking of the Graf Spee and upheld the Uruguayan 
Government’s position in the incident. | | 

Cantilo further informed me that Aranha had suggested the possi- | 

bility of having the declaration agreed upon submitted to the three | 
belligerents by the Uruguayan Government as further support by 
the American Republics of Uruguay. I presume these matters have 

_ been submitted to the Department by the Brazilian Government direct. 
The Foreign Office has confirmed to me the Argentine Govern- 

ment’s decision to intern the captain, officers and crew of the Graf 
Spee. They arrived here yesterday and the party numbers 1,040. | 
The Government is admittedly perplexed as to the method of intern- 
ing so large a number and no decision as to place has as yet been | 
reached. | | | ARMOUR . 

862.8591 /649 
: Memorandum by the Acting Liaison Officer (Notter) 

| [WasHineron,] December 19, 1939. 

The German cargo steamship Columbus (82,581 gross tons) which , 
sailed from Veracruz for Germany on December 14 has been under 

constant observation by United States naval vessels. Three days ago 

the ship narrowly missed encounter (200 miles off Norfolk) with the 

British cruiser in search of her. | 

I am informed now by phone call from the Navy Department that 

at one o’clock today the observation of the ship will be discontinued. 

Her position will then be 480 miles eastward from the most south- 
eastern point of Cape Cod. Hurry Norrer 

740.0011 European War 1939/1258: Telegram | 

The Ambassador in Brazil (Caffery) to the Secretary of State 

Rio DE J ANEIRO, December 19, 1939—1 p. m. 
[Received 3:15 p. m.] 

448. For the Under Secretary. Last paragraph of Department’s 
circular telegram of December 18, 4 p. m., and Department’s tele- : 
gram No. 238, December 18, 6 p. m.*? 

“Satter not printed. 
2938800578 a ee ae
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. Aranha says that, of course, he wants always to be in agreement — 

| with you and, if you insist upon it, he will agree to the text as set out 

in the Department’s circular. However, he believes that it will be 

a “grave mistake” not to take notice of the sinking of the Spee as the 

, Germans, in his opinion, undoubtedly would allege in reply that 

- : they had sunk the Spee only because they did not wish to violate 

Uruguayan neutrality measures; that on the other hand, the American 

Governments had taken no steps in connection with the presence of 

. British cruisers in the vicinity of Montevideo. On 

| Regarding the addition of words “among which” (my telegram 

| No. 446, December 18, 1 p. m.**) he says that he makes that suggestion 

in view of the fact that article 22 of Brazil’s neutrality law goes even — 

further than the suggested “rules to prevent belligerent vessels, et 

cetera”. ae | —_ - | 
In connection with these two matters he received this morning the 

_ following telegram from his Ambassador at Buenos Aires 

- “Cantilo agrees in inserting in the text between the first and second 

7 paragraphs a new paragraph reading as follows: © | | 

‘They also take notice of the departure (and explosion) of the German war: 

ship in waters of the Rio de la Plata in compliance with the time limit which, 

in accordance with the rules of international law, was granted to it by the Gov- . 

| ernment of Uruguay’. | : | , 

He also agrees upon the addition proposed by Your Excellency in 

the last paragraph stating ‘adoption of rules among which those which | 

| prevent, et cetera’, which in fact gives greater scope to the consulta- 

ions. 7 

- CAFFERY 

740.0011 European War 1939/1244 : Telegram 

The Minister in Uruguay (Wilson) to the Secretary of State 

MontevivEo, December 19, 1939—2 p. m. 

a | [Received December 19—1 : 50 p. m.] 

149. Your circular December 18, 4 p.m. I saw Guani at 1 o’clock. 

He received the Argentine counter-draft late last night. He told me 

| that he was not in agreement with the latter part of the final para- | 

graph. This would mean that a belligerent vessel which defended a 
: merchant vessel within the zone of security against an attack by 

another belligerent vessel could not supply itself or repair-damages 

thereafter in American ports. This he considers unjust. It would 
mean that the Haeter, which was defending the Formose, could not 
be received in the port of Montevideo. He stated that Uruguayan 
public opinion would never accept this. 

* Not printed.
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He appreciates the urgency of a declaration and prefers the last 

paragraph of our original draft. He said that he would study the 

matter at once to see if he could find a formula to reconcile the Argen- 

tine counterdraft with his objection thereto. He will speak with | 

Cantilo by telephone and advise me later. _ | 

| | WILSON 

862.8591 /650 OO | 

Memorandum by the Acting Liaison Officer (Notter) _ | 

| _ [Wasutneton,] December 19, 1939. | 

At 4:05 p. m. today a report was received from Commander 

Struble * that the Columbus was being scuttled. She had encountered | 

a British destroyer, the Hyperion. The J'uscaloosa, the United States 

heavy cruiser engaged in observation of the Columbus, was supposed. 

to have been released from such duty at 1 o’clock today, but at the 

time of the action, approximately 3: 30 p. m., the 7'uscaloosa was pres- 

ent, and the Captain at once reported that he was standing by to pick : 

up the survivors. He was ordered, after having completed that task, 

to put into the nearest United States port, which in this case would — 

be Boston. | | a | | 

In a subsequent telephone call at 4:25 p.m. Commander Struble _ 

informed me that by moving northward the Columbus had actually 

approached nearer to our shores, so that the action occurring at 3:30 : 

p. m. took place only 300 miles, approximately, from our shore. Also, 

the Commander stated that the White House was informed and desired 

no release whatever of information until the White House released it. 

| | Hartey Norrer | 

862.8591 /648 | a 

Memorandum by the Acting Liaison Officer (Notier) . 

[Wasuineton,] December 19, 1939. 

| In a telephone call at 5:05 p. m. today the Navy Department 

informed that instructions had been issued to the 7'uscaloosa that 

when she had completed the task of rescuing the survivors from the 

Columbus she was to put in to the port of New York. While it is 

not possible as yet to say just when the 7'uscaloosa will arrive in New 

York, it is likely that she will arrive late tomorrow afternoon. 

Upon being questioned as to whether the Tuscaloosa had been 

released from her observation duty, I was informed that release from 

such duty was to take place not at a given hour but at a given lon- 

* Comdr. Arthur D. Struble, Department of the Navy, meeting with the Under 

Secretary in the Liaison Committee. See Department of State, Postwar Foreign 
Policy Preparation, 1989-1945 (Washington, 1949), pp. 16-17.
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| gitude and that the calculations of the Navy Department were on an 
_ approximate basis, that that point would have been reached by about 

1 o’clock today. It appears that instead of that longitude having been 
reached at that hour the Z'uscaloosa was still engaged in observation 
at the time when the British destroyer Hyperion came into view and 
the crew of the Columbus began to scuttle the ship. If the Tuscaloosa 
had completed her observation duty she would have turned about to 
return to her base in Hampton Roads. ) 

| Harry Norrer 

740.0011 European War 1939/1264 : Telegram | | 
| _ The Chargéin Peru (Dreyfus) to the Secretary of State : 

oo | _ Lara, December 19, 1939—6 p. m. 
. [Received 7:17 p. m.] 

106. Minister of Foreign Affairs has telegraphed the Peruvian | 
diplomatic representatives in Uruguay and Brazil to ascertain if those 
countries have approved the Argentine draft. The Minister for 
Foreign Affairs personally favors internment of belligerent vessels 

| _ instead of action suggested in last paragraph of Argentina draft. 
| A definite reply has been promised by the Minister for Foreign Affairs 

as soon as he hears from Montevideo and Rio de Janeiro. a | 
DreyFus 

_ 740.0011 European War 1939/1268 : Telegram : , 

| The Ambassador in Argentina (Armour) to the Secretary of State 

Buenos Arres, December 19, 1939—8 p. m. 
| [ Received 11: 41 p. m.] 

299. With reference to the Embassy’s telegram 297, December 19, 
10 a. m., and the Department’s circular December 18, 4 p. m., the 
Minister for Foreign Affairs has just given me the changes in the 
draft statement suggested by the Brazilian Government. These con- 
sist in the insertion of the following sentence at the end of first para- 
graph. “They are also informed of the entry and scuttling of the 
German war ship in waters of the River Plate upon the termination 
of the time limit which, in accordance with the rules of international 
law, was granted to it by the Government of the Republic of Uruguay.” 

Also in paragraph 4 after the words strengthen the system of 
protection in common “through the adoption of adequate rules among 

_them those which would prevent”. In other words this portion of the _- 
paragraph to read “strengthen the system of protection in common
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through the adoption of adequate rules among them those which , 
would prevent belligerent vessels et cetera.” _ 

| As already stated it is presumed that these suggested changes have 
been taken up with the Department by the Brazilian Government. 
Dr. Cantilo has asked me to state that the Brazilian authorities’ sug- 
gestions meet with the approval of the Argentine Government. 

ARMOUR 

740.0011 European War 1939/1263: Telegram 

Lhe Ambassador in Chile (Bowers) to the Secretary of State 

ae SANTIAGO, December 19, 1939—10 p. m. 
: : [Received 10: 51 p. m.] | 

| 237. Department’s circular December 18, 4 p.m. Chile accepts 
_ the declaration. She would prefer that it be modified so that the 

proposed sanction be applied not merely to the transgressing vessel | 
but to all vessels of the belligerent to which the vessel belongs. If this 
strengthening of the sanction is not deemed acceptable or is deemed 
to involve too great delay Chile does not wish to insist but is willing 
to have the present message constitute an acceptance of the declara- o 
tion in its present form. 

| Bowers — 

862.8591/645 | 

Memorandum by the Acting Liaison Officer (Notter) 

| [WasHineron, | December 20, 1939. 

A telephoned message from the Navy Department at 9:30 a. m. 
today informs that the Z'uscaloosa has now on board 579 survivors 
from the Columbus, of whom 9 are women. The 7'uscaloosa is expected 
to be at Ambrose Lightship by 3 p. m. today, which should bring 
her to Ellis Island between 4 and 4:30 p.m. today. It is stated that 
examination discloses no communicable disease among the survivors. 

The Columbus was settling slowly at last report, and in the opinion 
of the captain of the Columbus she should have been under water by 
9 o’clock last night. All sea valves of the ship were opened. Until 
the ship has sunk she constitutes a menace to navigation in her present 
location, which is latitude 38-01 North and longitude 65-41 West, 
or 540 miles east of Norfolk and 460 miles southeast of New York. 
Due to the curvature of our coast, this location is only about 320 miles 
from Cape Cod. | 

Hariry Norrer
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: 862.857. Columbus/8 = | a 

| | Memorandum of Conversation, by the Adviser on Political 
Relations (Dunn) | 

a — 7 [Wasuineton,] December 20, 1939. 

| The German Chargé d’Affaires ** came in this morning to express 
a the appreciation and thanks of the German Government for the prompt 

rescue by the U.S.S. Z'uscaloosa of the officers and crew of the S.S. 
| Columbus, which apparently was scuttled by its own officers at a point 

approximately midway between Cape Hatteras and Bermuda. Dr. 
Thomsen said that the rescue work of the U.S.S. Z'uscaloosa had been | 
magnificently performed, and had called forth from the German Gov- 
ernment the deepest feeling of gratitude and appreciation. a 
The Chargé d’Affaires then said that as far as the Columbus itself 

was concerned, he had nothing further to say, as he had not had any _ 
| official report of the occurrence, but he was under the impression that 

no belligerent act had been performed in connection with its sinking. 
| - He said that he would await the report of the Captain of the ship and 

oo any information which might come from the Captain and officers of 
: the U.S.S. Tuscaloosa, if such reports were made available to him. 

_ Dr. Thomsen further stated that he thought it was an excellent idea 
to take the officers and crew of the Columbus to Ellis Island, as the im- 

| migration authorities there would be organized to take care of such 
a large number of men. He said that with respect to the disposition | 
of these men, he would await reports from the German Consul Gen- 

| eral in New York after he had communicated with the immigration 

authorities at Ellis Island. He said that one thought which had oc- | 
curred to him was the advisability of sending these men back to Ger- 

| many by way of the Pacific, as there were no German ships in New 
York, or, in fact, in any American port which would be capable of 
maintaining these men. He said, however, any arrangements of that 
kind would have to await discussions with the American immigration 
authorities. | 

Dr. Thomsen asked that an expression of the appreciation of the 
_ German Government for the rescue of the officers and crew of the 

Tuscaloosa be conveyed to the Secretary of the Navy. 
JAMES CLEMENT DUNN 

**Hans Thomsen. | |
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740.0011 European War 1939/1274 : Telegram | | 

The Minister in Panama (Dawson) to the Secretary of State 

| Panama, December 20, 1939—1 p. m. 
| [Received 2: 03 p. m.] 

164. Department’s confidential telegram of December 18, 4 p. m. | | 

The Panamanian Minister for Foreign Affairs informs me that his 

Government accepts the Argentine redraft and that the President of 

- Panama will issue the statement as soon as the Department advises | 

that the various American Governments have approved the text. The 

Minister for Foreign Affairs would like to know whether it is desired | 

that copies of the statement be communicated by the President of = 

Panama to the French Government or only to those of Germany and | 

~ Great Britain. 
| | ‘Dawson | 

740.0011 European War 1939/1287a: Circular telegram . 

The Secretary of State to Chiefs of Missions in Argentina, 

| Brazil, and Uruguay | 

| | WasHincron, December 20, 1939—2 p. m. | 

Department’s circular of December 18,4 p.m. For your informa- | 

tion the draft statement suggested by Argentina has been approved | 

by the following republics: Bolivia, Chile, Colombia, Costa Rica, Cuba, 

- Dominican Republic, Ecuador, El Salvador, Haiti, Honduras, Mexico | 

and Venezuela, and by Brazil in principle. , 

The following message has been received from the American Chargé | 

d’Affaires at Lima: | | 

“Minister for Foreign Affairs has telegraphed the Peruvian dip- , 

lomatic representatives in Uruguay and Brazil to ascertain if those 

countries have approved the Argentine draft. The Minister for For- 

eign Affairs personally favors internment of belligerent vessels instead 

of action suggested in last paragraph of Argentina draft. A definite 

reply has been promised by the Minister for Foreign Affairs as soon 

as he hears from Montevideo and Rio de Janeiro.” 

| It is the belief of the Department that the reference in the Argentine 

statement to “the adoption of rules to prevent belligerent vessels from _ 

supplying themselves and repairing damages in American ports” is 

sufficiently general to permit of a careful study by the American re- 

_ publics of all the methods which may be open to them to attain the 

objectives set forth in the Declaration of Panama, and that it would 

not be desirable to delay the issue of the statement now under consid- 
eration pending a definition of those methods. 

HULL
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| 740.0011 European War 1939/1268 : Telegram 

_ The Secretary of State to the Ambassador in Chile (Bowers)** _ | 

_ Wasurineron, December 20,19389—7 p.m. | 

175. Your 237, December 19, 10 p. m. Itis the belief of the Depart- 
ment that the reference in the Argentine statement to “the adoption 
of rules to prevent belligerent vessels from supplying themselves and 

| repairing damages in American ports” is sufliciently general to permit 
_of a careful study by the American republics of all the methods which | 

| _ may be open to them to attain the objectives set forth in the Declara- 
tion of Panama, and that it would not be desirable to delay the issue 
of the statement now under consideration pending a definition of those 

| methods. | 
This opinion has been communicated to our Embassies in Rio de — 

Janeiro, Montevideo and Buenos Aires and may be communicated in- | 
| formally in your discretion to the Chilean Minister for Foreign 

Affairs. The Department is gratified to note that the Chilean Govern- 
ment is in agreement as to the urgency of issuing this statement. 

740.0011 European War 1939/1289: Telegram | | 

The Minister in Uruguay (Wilson) to the Secretary of State 

| Monrtevipeo, December 21, 1939—noon. | 
a | [Received December 21—11 : 35 a. m.] 

_ 155. Your circular December 20, 2 p.m. I have just seen Guani. 
He wrote out in my presence the following which he will telegraph to 
Cantilo and which he authorized me to transmit to you as his reply to 
our inquiry : | 

“I accept your (the Argentine) draft in principle while reservin 
the right to make an observation on the rules suggested at the end of 
the draft.” | 

I have informed the Peruvian Minister of the foregoing who tells 
me that he has just heard that his Government accepts in principle 
“the United States draft” as modified by Argentina, subject to certain 
reservations. 

WiLson 

*A similar telegram was sent on the same date, as No. 74, to the Chargé in 
Peru in reply to his telegram No. 106, December 19, 6 p. m., p. 110.
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740.0011 Buropean War 1939/1292: Telegram 

The Ambassador in Argentina (Armour) to the Secretary of State 

Buenos Arzs, December 21, 1939—2 p. m. 

| | | [Received 3:43 p. m.] 

304. Department’s rush circular December 20, 2 p. m. I brought 

, this matter to the attention of the Foreign Minister late last night. | 

Dr. Cantilo informed me that he is in entire agreement with the 

Department, that the language referred to in the last paragraph of the 

Department’s telegram is sufficiently general to permit of a careful 

study by the American Republics of methods which may be open to | 

them to obtain the objectives set forth in the Declaration of Panama | 

and more specifically to permit the consideration later of the Peruvian : 

Foreign Minister’s suggestion. Dr. Cantilo felt that this would be 

even more the case if it is decided to include Dr. Aranha’s suggested 

changes in paragraph 4 (see Embassy’s telegram 299, December 19, 

 8p.m.). | 
After my talk with Dr. Cantilo he spoke with the Peruvian Ambas- 

sador who was also present at the dinner and then asked me to speak 

to him, which I did. The Peruvian Ambassador appeared to con- | 

sider the subject favorably and stated that he would so inform his 

Government. . | | 
ARMOUR 

740.0011 European War 1939/1397 | 

Memorandum of Conversation, by the Under Secretary of State | 

| (Welles) ) 

[Wasutneton,] December 21, 1939. 

The French Ambassador *” called to see me this afternoon. The 

Ambassador asked me what the status of the anticipated protest on 

the part of the American Republics to the belligerents might be with 

. regard to the violation of the Declaration of Panama. I informed the 

Ambassador of the nature of the protest and of the consultation which 

would thereafter take place. I also indicated some of the practical 

steps of implementation which would come up for consideration. The 

Ambassador gave me clearly to understand that he personally had 

advised his Government to declare its willingness to respect the neu- 

tral zone and he seemed to be particularly pleased that the French 

Government had not been involved in the recent incidents which had 

occurred in violation of the zone. He hastened to assure me, however, 

that the British and the French were as one with regard to all ques- 

tions arising out of the war. 
| S[omner] W[Ettzs] 

* Count de Saint-Quentin. |
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. 740.0011 European War 1939/1294b: Circular telegram . 

) The Secretary of State to Chiefs of Missions in the American 

| | | Republics Except Panama Oo 

OC ' Wasuineton, December 21, 1939—6 p. m. | 
a Department’s circular telegram December 18,4 p.m. Please inform 

_ the Minister for Foreign Affairs of the Government to which you 
are accredited that this Government is happy to state that all of the 

_ other American governments approve the text of the proposed state- 
ment transmitted in the Department’s circular above referred to. By 
way of improvement and without introducing new questions of prin- 
ciple, the Governments of Argentina and Brazil have suggested two 

| minor amendments as follows: Oo | 

(1) That there be inserted between the first and second paragraphs 
anew paragraph reading as follows: © | oe 

“They are also informed of the entry and scuttling of the German 
warship in the waters of the River Plate upon the termination of the 

| time limit which, in accordance with the rules of international law, | 
ss Was granted to it by the Government of the Republic of Uruguay.” 

(2) That beginning with the words “in order to strengthen the sys- 
tem of protection in common” the next clause read “through the adop- 
tion of adequate rules, among them those which would prevent bellig- 
erent vessels et cetera”, | ; 

Inasmuch as these minor changes would seem to be noncontro- 
- versial improvements and thus should meet with the favor of the other 
American governments, and in order to expedite the issuance of the 

| statement, this Government has felt that it could propose to the Gov- 
ernment of Panama that that Government transmit the text of the 

| statement to each of the three belligerents on Saturday, December 23, 
at 5 p.m. E.S.T., if prior to that time no adverse comment has been 
received by this Government and transmitted to the Government of 
Panama. 

It is desirable that the text of the statement be released to the press 
in all countries at the time that the text is communicated by the Gov- 

| ernment of Panama to the three belligerents. Unless you receive a 
rush telegram in clear from the Department requesting delay for any 
reason, the text may be released by the Government to which you are 
accredited on Saturday, December 23, at 5 p.m. 

Hot 

740.0011 European War 1939/1294c: Telegram - 

Lhe Secretary of State to the Minister in Panama ( Dawson) 

Wasutneton, December 21, 1939—6 p. m. 
124, Your 164, December 20,1 p.m. The following telegram has 

been sent to all missions in the American republics except Panama:
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[Here follows text of circular telegram of December 21, 6 p. m., 
printed supra.] | | 

| This Government was very pleased to learn of the acceptance of : 

the redraft by the Government of Panama and of the President’s 

intention to circulate the statement as soon as advised that the other 

American governments have approved the text. Please inform Dr. 

Garay that in view of the urgency, the Department took the liberty 

| of suggesting the procedure embodied in the circular telegram in the | 

confident trust that it would be entirely satisfactory to him. 

‘The Government of Panama in dispatching the statement will of a 

course desire to introduce it with some brief statement to the effect 

that the statement has been drawn up by the governments of all the | 

American republics after consultation in accordance with the pro- 

visions of numbered paragraph 8 of the Declaration of Panama. | 

--¢40,0014, European War 1939/1302: Telegram | 

| The Minister in Panama (Dawson) to the Secretary of State 

| | Panama, December 22, 1939—11 a. m. 
[Received 2:21 p. m.] 

165. Department’s telegram No. 124, December 21,6 p.m. Pana- 

‘manian Minister for Foreign Affairs cordially approves procedure | 

suggested and the President of Panama will transmit statement to the 

three belligerents tomorrow December 23, 5 p. m.** 
| | Dawson — 

740.0011 European War 1939/1386 i 

Memorandum of Conversation, by the Under Secretary 
of State (Welles) 

[WasHinetron,] December 22, 1939. 

The British Ambassador called to see me this morning at his request. 

He stated that he had been away from Washington for a day anda half 

and was anxious to get from me such information as I might care to 

give him with regard to the action which the newspapers asserted the 

91 American Republics are going to take in protesting to Great Britain 

and to Germany with regard to the recent violations of the neutrality 

zone. 
I gave the Ambassador a summary of the situation, advising him 

of the nature of the protest which would be made, and making it clear 

that the precise steps which will be taken by the American Republics 

*'The statement was released by the Department of State on December 23; 
for text, see Department of State Bulletin, December 23, 1939, p. 723.
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| in implementation of the Declaration of Panama would only be deter- 
mined after consultation between them, and that this consultation pre- 
sumably would be held as rapidly as possible after the protest was 
delivered. : | | 

| I discussed with the Ambassador in some detail the nature of some 
| of the steps which might be taken, indicating that this Government 

would support the taking of such measures as the refusal on the part 
of all of the American Republics of fuel or provisions, or any other 

- facilities to any belligerent warship which violated the terms of the _ 
Declaration of Panama, and to any belligerent merchant vessel which 
might act as an auxiliary through the furnishing of fuel and pro- — 
visions obtained in an American port to a warship at sea. I said that 
it was probable that other further steps would be taken up for con- 

_ sideration but that I felt quite sure that the steps I had mentioned 
| would in any event be taken up in the proposed consultation. - 

The Ambassador asked me a good many hypothetical questions 
| which I told him I would undertake to answer, not in any official man- 

ner, but merely in order to let the Ambassador know how our minds | 
_ in this Government were running at this juncture. A great majority 

Co of these questions, as I reminded the Ambassador, had already been 
dealt with in my previous conversations with him on this question. 

, At this juncture the Ambassador said that under international law 
British warships had a complete right to undertake any belligerent 
activities they pleased outside of the three-mile limit of the American 
coastline. I replied by saying that I was not prepared at this junc- 
ture to discuss the application of international law to the question at 
issue, and I added that I should be glad to know whether the 
Ambassador desired to raise for discussion the application of inter- 
national law to the recent British Order-in-Council * asserting the 
right of the British Government to seize all German exports carried 
in neutral vessels, destined for neutral countries. The Ambassador 
replied that he did not. 

, I went on to say that public opinion in this country recognized 
that Great Britain was waging a war of a very grave character and 
had not up to now demanded of this Government that we insist upon 
the determination of the questions raised by the British Order-in- 
Council in accordance with generally accepted international law. At 
the same time, I said that British Government should realize that the 
Government of the United States as well as the other American Repub- 
lics felt entirely warranted in asserting their legitimate right of 
self-protection and their right to secure their non-involvment in the 
European war, and that it was for that reason as a practical measure 

“Of November 28. See telegram No, 2481, November 29, 8 p. m., from the 
Ambassador in the United Kingdom, vol. 1, p. 783.
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that the Declaration of Panama had been proclaimed. I said, more- 

over, that I thought the Ambassador would realize that public opinion 

in this country was more and more interested in the preservation of | 

the neutral zone determined by the Declaration of Panama and that un- 

questionably a great deal of feeling had been created by the alleged 

violation by British warships of the terms of the Declaration, par- — | 

ticularly within the past few days. | 

I then said that I should like for a moment to drop any official | 

character and speak to the Ambassador quite informally. I said _ 

that it seemed to me that the British Government had been singu- 

| larly stupid, immediately after the occurrence of the Graf Spee inci- 

dent in which it had been clear that the German Government had | 

- taken the lead in the violation of the neutrality zone, in permitting 

British vessels on the Pacific to seize a German steamer only 30 miles —_ 

off the Chilean coast and to follow that up by firing shots across the 
bow of a German freighter almost within the territorial waters of 
Florida, as well as shots across the bow of the Columbus within the | 
neutral zone. The Ambassador at once replied that he completely __ 
agreed with me, that he had two days ago telegraphed his Govern- - 

ment in that sense, and that he had only this morning received a 
reply from his Government stating that they coincided in his opinion — | 
and had issued orders to the British destroyer Orion to leave the 
waters of the neutral zone. I said I was glad to hear it. | 

The Ambassador reiterated emphatically that the British Govern- So 
ment would agree to respect the neutral zone provided Germany | 
agreed to respect it, and that its one chief objective was to avoid any 
disagreement between the British and the United States Governments 

on this issue from being so protracted as to involve recrimination and 
acrimony on both sides. I said I heartily shared this view, and that it 
seemed to me that a very helpful step in that sense would be for the 
British Government officially and publicly to announce that it intended 
to respect the zone provided it was respected by the other belligerents. 

Before he left the Ambassador said that if the American Republics 
determined, as an implementation of the Declaration of Panama, to | 
decree the internment of any British warship that might visit an 
American port after violating the zone, a very serious question would 
arise. I merely remarked that it seemed to me altogether premature 
to discuss what the American Republics might or might not determine, 
and that while such a course might eventually be determined upon, it 
seemed to me more likely that the first steps to be agreed upon would 
be limited to the refusal of fuel and provisions. I emphasized, how- 
ever, that from all information reaching me, public opinion through- 

out the continent was becoming more and more determined that every 
practical means should be found to obtain respect for the zone.



- 120 FOREIGN RELATIONS, 1939, VOLUME V | | 

The Ambassador handed me a copy of an affidavit made by the late — 
master of the British motor tanker Africa who was a prisoner aboard 
the Graf Spee in which the Commander of the Graf Spee is stated to — 
have said that the Graf Spee fired the first shot in the naval engage- 
ment off the coast of Uruguay. <A copy of this affidavit is attached.“ 

| S[uMNER] W[EtLEs] 

, 740.0011 European War 1939 /1296 :Telegram — | | 

| The Ambassador in Chile (Bowers) to the Secretary of State 

| | SANTIAGO, December 22, 1939 — noon. 
| oe [Received December 22—11: 42 a.m.] _ 
241. My telegram No. 229, December 16, 3 p.m. May we have 

| reaction to paragraph No. 2 regarding patrol since Chilean Govern- 
| ment formally requested it? - 

| a , _ Bowers 

| 740.0011 European War 1989/1807 : Telegram | Oo 
: _ Lhe Minister in Uruguay (Wilson) to the Secretary of State , 

7 ae : SO Monreviveo, December 22, 1989—6 p. m. 
| _ [Received December 22—5: 82 p. m.] 

co 156. Your circular, December 21, 6 p. m. Guani states that the 
Uruguayan Government in releasing the statement to the press tomor- 

- row at 7 p. m. Montevideo time will add that the Uruguayan Govern- 
| _ ment accepted the statement in principle with reservations. | 
_ He states that this is absolutely necessary because the President and 

the Council of Ministers are flatly opposed to the action suggested in 
_ the last paragraph of Argentina draft, and which remains unaffected 

by the second amendment contained in your circular under reference. 
- Wison 

740.0011 European War 1989/1304 : Telegram | 

Lhe Ambassador in Chile (Bowers) to the Secretary of State 

Santraco, December 23, 1939—noon. 
| [Received 3: 25 p. m.] 

243. Referring further Department’s circular telegram, December 
21, 6 p. m., Chilean Government now definitely accepts textually the 
safety zone statement and will give the text to press this afternoon 
at 5:00 standard time, 6:00 Chilean time. This acceptance is based 
on assumption arising from Department’s telegram No. 17 5, December 

“Not printed. , |
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20, 7 p. m., that Chile’s various suggestions can be given careful study | 

by the American Republics during the consultations which will follow 

the issuance of the statement. Chile assumes that in the consultation 

provided for in the Panama Conference the propositions she has made 
will be given due consideration. | 

} Bowers 

| 740.0011: European War 1939/1296 : Telegram | | 

_ -‘Lhe Secretary of State to the Ambassador in Chile (Bowers) | 

a | - Wasutineton, December 23, 19389—1 p. m. | 

178. Your 241, December 22, noon. The Department agrees with 
the view set forth by Ortega and reported in your 229, December 16, 
3 p. m., to the effect that the establishment of patrols by the American 

| republics would be tangible evidence of their sincere support of the : 
| Declaration of Panama and would no doubt result in the accumula- 

| tion of valuable information in respect thereto. | | ) 

740.0011 European War 1939/1316 : Telegram | . —— | | 

The Chargé in the United Kingdom (Johnson) to the 

| Secretary of State | 

| Lonpon, December 25, 1939—noon. | 
[ Received December 25—9: 55 a. m.] | 

2720. Personal for the President from Naval Person: | | 

“We have always conformed to undertaking not to use British sub- 
marines inside your zone and I am very sorry there seems to be trouble 
about recent incidents. We cannot always refrain from stopping 
enemy ships outside international 3-mile limit when these may well 
be supply ships for U-boats or surface raiders, but instructions have 
been given only to arrest or fire upon them out of sight of United 
States shores. As a result of action off Plate whole South Atlantic 
is now clear and may perhaps continue clear of warlike operations. 
This must be a blessing to South American Republics whose trade was | 
hampered by activities of raider and whose ports were used for his 
supply ships and information centers. In fact we have rescued all 
this vast area from war disturbances. Earnestly hope this will be 
valued by South American States who may likely for long periods 
enjoy in practice not only 300 but 3,000 miles limit. Laws of war gave 
raider right capture, or sink after providing for crews, all trade with 
us in South Atlantic. No protest was made about this although it 
injured Argentine commercial interests. Why then should complaints 
be made of our action in ridding seas of this raider in strict accordance 
with same international laws from which we had been suffering? 
Trust matter can be allowed to die down and see no reason why any 
trouble should occur unless another raider is sent which is unlikely
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after fate of first. South American States should see in Plate action 
their deliverance perhaps indefinitely from all animosity. Much of 
world duty is being thrown on admiralty. Hope burden will not be 
made too heavy for us to bear. Even a single raider loose in North 
Atlantic requires employment half our battle fleet to give sure protec- _ 
tion. Now unlimited magnetic mining campaign adds to strain upon 
fiotillas and small craft. We are at very full extension till the new 

| war-time construction of anti-submarine craft begins to flow from 
May onwards. If we should break under load South American Re- 
publics would soon have worse worries than the sound of one day’s 

| distant seaward cannonade. And you also, Sir, in quite a short time 
-- would have more direct cares. I ask that full consideration should be 

given to strain upon us at this crucial period and best construction put _ 
upon action indispensable to end war shortly in right way. 

“In case you may be interested in details of recent action am send- 
ing various reports by first air mail. Damage to /veter from 11-inch 
guns was most severe and ship must be largely rebuilt. Marvel is she 
stood up to it so well. : —— 

oo “Magnetic mines very deadly weapon on account of possibility of 
varying sensitiveness of discharge, but we think we have got hold of | 
its tail though we do not want them to know this. 

| “Generally eaking think war will soon begin now. Permit me to 
: send you, Sir, all the compliments of the season.” 

| | JOHNSON 

| 740.00111 A.R./866 

| Memorandum of Conversation, by the Secretary of State 

| _ [Wasutneron,] December 27, 1939. 

oo , The British Ambassador called at his own request. He said that 
he had already made known in detail to Mr. Welles the British views | 
on the safety zone arising from the Declaration of Panama; that his 
Government desired that he call and discuss these matters with me. 
He then proceeded to say that his Government is very much concerned 
lest the introduction of sanctions envisaged by the protest of the 
twenty-one American republics to the belligerents really contemplates 
the use of force. The Ambassador expressed the opinion that such a 
policy of force would be calculated to lead from one incident to another 
until the friendly relations between our two Governments might be 
badly injured in case that another Government desired to bring about 
‘such a situation. By way of illustration, he said that, if British naval 
vessels felt obliged to enter this safety zone to deal with vessels, such 
as the Graf Spee, some of the Governments might consider that such 
British ships should not be allowed to enter their harbors to secure 
supplies; or in any event that there might well be incidents where the 
British Government would be thus precluded. He then said that 
there was really no international law to justify the designation of the 
300-mile boundary around the Americas, thereby making it possible 
for German merchant ships to carry on business between any Ameri-
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can ports and be at all times safe from possible British interference, 
and also make it possible for German armed vessels to occupy such 
area without disturbance from the British, so long as they refrained 
from such hostile or other acts as are expressly prohibited by the 
Declaration of Panama. He elaborated in an effort to cite other 
possible situations leading to similar results. He stated that natu- 
rally his Government had no desire to send its fleets into American 
waters with the view to any naval engagement or act of hostility, but 
that it could not well refrain from doing so without turning over all | 

_ of these American waters to German merchant vessels and even Ger-— on 

man naval vessels just so long as they complied with the technical | 
requirements aforesaid. : | 

_ I replied that, since the Ambassador had talked this matter out in 
detail with Mr. Welles, I would not undertake to enter into a detailed a 
discussion with him now, and I thanked him for coming in. a 

Se : ClLorper.| H[ vu] | 

740.00111 A.R./8884 | ; 

The Ambassador in Chile (Bowers) to the Under Secretary | — 
of State (Welles) Oo a 

- Santiago, December 27, 1939. 
_. [Received January 5, 1940.] 

Dear Mr. Weiss: It occurs to me that you may be interested ° 
in reactions here toward the Panama Declaration and particularly 

7 toward the fixing of the security zone and the protests against its 
violation. This especially since I have thought it proper to telegraph 
the Department concerning the attitude of the Government here. 
That the agreement at Panama was accepted in good faith by the 
authorities here I have no doubt. At the time I put the matter up to 
Ortega he gave clear indications of the importance he attached to 
the provision whereby problems growing out of the neutrality stand 
would be submitted to the Committee of Experts on Neutrality rep- 
resenting the various American nations. When the press associations 
sent from Washington to Chilean papers the latest proposition regard- __ 
ing the protest over the violation of Uruguayan waters, and uninten- | 
tionally perhaps gave the impression that this was decided upon in 
conferences between the United States, Brazil and Argentina, I found 
some puzzlement here and a perceptible cooling of the atmosphere. 
The fact that this article appeared to find no violation worth men- 
tioning in the capture of the Dusseldorf by a British cruiser off the 

293800—57——9
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coast of Chile, and especially after Ortega had submitted to Wash- 

| ington the propriety of including this along with the affair off 

Uruguay in the protest, was taken, I am afraid, as a slight. The fur- 

ther fact that no comment has come from Washington on Ortega’s 

| assumption, officially conveyed, that all such matters would be con- : 

sidered by the Committee of Experts has not failed of notice. | 

| These matters perhaps are not of great importance, but the Chileans 

| are very sensitive where they feel their dignity involved, and espe- 

| cially sensitive when however unintentionally the impression is given _ 

ae ‘that Argentina and Brazil are accepted as the spokesmen of South 

| American policy, with Chile left out. My own belief is that Argentina 

7 was the red rag in this instance. _ ne 

: I am sure it is just as well that especial pains should be taken, in 

| view of this jealousy, not to permit the impression to get out that | 

| Chile is taken for granted. _ 7 a | eR 

a - The political opposition, acting through #7 Mercurio and its pub- 

| lisher Agustin Edwards, is rather bitterly attacking the extent of 

| the security zone fixed at Panama, and several editorial leaders, not 

at all friendly to us, have appeared on successive days and especially 

since the decision about the protest. While not openly attacking the 

Government here for its adhesion at Panama and its agreement on 

. the protest the attacks nevertheless are calculated to convey the 

- | notion that the rights and dignity of Chile are not in very safe keep- 

a ing in the hands of the Government. Since it is the Government which 

has made common cause with us on the neutrality policy I am per- 
suaded that the utmost tact should be exercised in dealing with Chile 

| on these matters. It has occurred to me as quite possible that the 
Department has been in touch with Bianchi, if not the Chilean 

| Ambassador, on all these things but it is evident, in that event, that | 
they have not taken the trouble to inform the Government here. 

El Mercurio was distinctly neutral on the war until the return of 
Agustin Edwards, for some years Chilean Ambassador in London. 

Since his return the paper has become most militantly pro-Ally, or 
rather pro-English. I have a feeling that Britain now has two Ambas- 

sadors in Santiago, Edwards and Bentinck, and that the former is 
by odds the more aggressive. He is notoriously an idolator of England 

| and he remains, as during the Spanish war, pro-Chamberlain. I am 
enclosing an extract from an £7 Mercurio editorial, believed to have 
been written by him, in which he is a bit nasty toward the United 
States. This grows out of our attitude on the safety zone, and this 
reflects the bitter opposition to it of the British Embassy here, mem- 
bers of which openly say they will ignore it. 

“ Not reprinted.
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Last night I dined at Cruchaga’s in honor of the retiring Peruvian - 

Ambassador and all the guests were outstanding leaders, Senators, | 

of the Conservative Party except Ortega, Minister of Foreign Affairs, 2. 

who was given a most friendly and considerate reception. The definite 

news of the ministerial crisis and the resignation of Wachholtz came | 

| during the evening and I had the opportunity under the most favor- 

able circumstances to discuss the significance of the change with the 

opposition leaders of the Right. Both Cruchaga and Senator Walker, 

leader of the Conservative Party, talked frankly and I think objec- . 

tively. It was their opinion that the political situation is not changed 

in the least. Cruchaga thinks that a more serious change may come 

in about a year. -He added that he did not mean to imply that he 

thought the Rights would come back, and he gave the impression that 

he thought it quite possible that by then the President will break 

with the Socialists and try to create a center basis for his government. 

I was particularly interested in Walker’s estimate of Schnake, the 

Socialist leader, now Minister of Fomento, after having been the 

| Socialist leader in the Senate. Walker describes him as a man of real 

ability, of fine political judgment, and not nearly so radical as his | 

talk. He says that Grove, the extremist among the Socialists, has 

lost. greatly in prestige and that Schnake is now the power in the | 

| Socialist Party. = Ss oo BO 

- Cruchaga spoke with affection of Washington, of Roosevelt, Hull 

‘and yourself and I noticed prominently displayed autographed and | 

inscribed photographs of Roosevelt, Hughes and Kellogg. — . 

I got a pleasant impression, after Spain, of the very fine and con- | 

_ giderate reception given Ortega who was a-guest among his political _ | - 

foes. Such a thing would have been utterly impossible in Spain dur- 

ing my time there before the war. I was also impressed with the : 

sanity and objectivity of the Rightist leaders. In other words, despite 

the fundamental differences of the parties here, there is an absence 

in political circles of the fanaticism and hate which made social life ; 

in Madrid so trying. a | - | 

There are rumors today that Wachholtz may be made Ambassador , 

to Washington. I hope it is true. I am sure he would greatly like 

that post and honor. He has a great admiration for the United States 

because of its organization in business life. He would be most sym- 

pathetic in his dealings with-us. I greatly regret his resignation which 

unquestionably isnot good. | 

, Sincerely, - Cxiaupr G. Bowrrs
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740.0011 European War 1939/1366 : Telegram 

| The Chargé in the United Kingdom (Johnson) to the 
ae _. Seeretary of State 

| So Se Lonvon, December 29, 1939—9 p. m. 
Be [Received December 29—7:12 p.m.] 
2749. My 2697, December 21.7 While no one in the Foreign Office | 

has made any comment relative to possible implementation. of the | 
_ American 300-mile neutrality zone, staff officers of the Admiralty 
who have been working on the problem have taken occasion to express 
to the Naval Attaché serious concern over the unhealthy effects of 
certain implementing measures reported to be under consideration. 

, These officers indicated that the British Government had received 
| a definite impression from the highest quarters in Washington that 

the neutrality zone policy would not be applied in such a way as to 
hinder the protection of trade. Although the policy had been viewed 
here with concern from the outset it had been decided on the basis of 
this impression not to force the issue. The nature of the implement- __ 

| ‘ing measures understood to be contemplated however now forced 
oe reconsideration of this attitude. ne Oo 

| From the practical point of view of naval operations, prohibition 
upon hitherto legitimate fueling in South American ports or from 
tankers within the 300-mile limit would force British vessels patrol- | 

a ling the South Atlantic to proceed Capetown, Freetown, Trinidad 
| or the Falkland Islands at frequent intervals. Likewise the. [denial 

_ of] use of South American ports to vessels which had engaged in hos- 
| tilities within the 300-mile limit would require a continuous reshuffling 

of naval forces over very long distances. 86» i st—~tw a 
_ It was stated that passing consideration had been given to possible 

| retaliatory measures such as declaring a naval zone around British — 
possessions in the Americas or economic pressure upon South Ameri- 
can states but that their government had discarded all-idea of retalia- 
tion and would be very loath to take any steps which might react | 

7 unfavorably upon United States public opinion. These officers inti- 
mated that the British Government’s reply to the note of the American 
Republics might indicate willingness not to make an issue of the zone _ 
provided assurances were given that Germany would be effectively 
prevented from commerce raiding within the zone. They indicated, 
however, that any further German raiding within it would force the 
end of whatever British acquiescence there might be to the policy. 
They also referred to the possibility that establishment of the prin- 
ciple of a 300-mile zone might at some future time prove embarrassing 
to the United States Navy. 7 

“Not printed. ; -



| _ VIOLATIONS. OF SECURITY ZONE 127 

The concern with which implementation of the policy is regarded 
here is indicated in articles appearing yesterday in the Daily Herald 
and the Manchester Guardian. Under the headline “Britain will | | 
reject United States protest” the diplomatic correspondent of the 
Herald predicts that the reply will be polite but firm. He continues: 

“Tt will no doubt point out that the existence of a ‘neutrality belt’ 
for 300 miles of the American Continent has no warrant of Interna- 
tional law, that it has not been recognized by this country, that we 
have never even been invited to recognize it. | | 

“It will no doubt further point out that unless and until the Ameri- 
can States are able and willing to give absolute guarantee of the safety | 
of merchant shipping within such a zone, British warships will nec- 

_ essarily continue to fulfill their duty of protecting British shipping | 
there as elsewhere on the high seas, and of fighting any enemy raiders 
they may find there. — 

“As to the threat that British warships engaged in commerce pro- _ 
tection may be refused the right recognized b International Law— : 
of obtaining supplies or repairing damage in ‘American ports, that is 
the affair of the American: States. | | | 

“If they choose to do this, and by doing so to help German commerce | 
raiders, they havetherighttodoso. .. ~ wo - | 

“In any case, and whatever they may see fit to do, we shall continue | 
_ to protect our shipping.” — | OO an 

| The Manchester Guardian states editorially : re | 

“The protest is clear enough, but it makes no clearer the means for | 
| enforcing the observance of the security zone or, indeed, the legal basis | 

of its existence. There is the breath of a possible sanction in the pro- 
posal, as yet undecided, to prevent ships which have committed war- 
like acts in the area ‘from supplying themselves and repairing damages | 
in American ports.’ This would come near to ignoring International 
Law for the sake of a new declaration which has not been interna- 

| tionally accepted. Theright of warships to enter neutral ports through 
stress of weather or damage has long been admitted, and it was con- | 
firmed in The Hague Convention of 1907. Internment has been _ 
ordered only when warships sought to refit themselves not for sailing 
but for fighting. 

_ Nothing in law prevents belligerents engaging each other more 
than 3 miles from Kmerican coasts and, if afterwards they entered 
an American port in a damaged state, the law would be set aside if 
they were immediately interned. : 

Britain and France well understand the American wish to keep 
this war, which we deplore as much as they, far from their shores. 
The safety of the seas anywhere is in our interest, but only when it is 
assured can we be at ease.” | 

JOHNSON



PROPOSED COLLECTIVE PROTEST BY THE AMERICAN 

REPUBLICS AGAINST THE SOVIET INVASION OF FIN- 

760D.61/609: Telegram | | ae | | | | 

| ‘The Chargé in Panama (Muccio) to the Secretary of State | 

7 a a | SO Panama, December 3, 1989—noon. 

| a | _ [Received 4:15p.m.] 

| 144. Panamanian Minister for Foreign Affairs? has just shown 

me a note dated December 2 from the Ecuadoran Minister that his | 

| | Government has instructed him to suggest that Dr. Garay as ex-presi- 

me dent of the meeting of Ministers of Foreign Affairs cable all the Amer- 

| ican Republics urging them to condemn, as contemplated by section 
- 4 of the declaration for the “Maintenance of International Activities 

| in Accordance with Christian Morality”,? the invasion of Finland. 
Dr. Garay told me that he and President Arosemena are willing 

a to comply with the Ecuadoran suggestion but doubt that such action 
was contemplated by the declaration cited. Before replying to the 

_ Eeuadoran Minister’s note they would appreciate an expression of 
. the Department’s views as to the advisability of such action and of its” | 

initiation by the Secretary for Foreign Affairs as ex-president of the 
- consultative meeting. oe 

—— So | _ Muccto 

760D.61/609.: Telegram - 

The Acting Secretary of State to the Chargé in Panama (Muccio) 

| [Wasuineton, December 5, 1939—3 p. m. | 

118. Your 144, December 3, noon. The Ambassador of Ecuador * 
yesterday morning in a conversation with the Under Secretary refer- 
red to the possibility of a move to be undertaken upon the initiative of 
each country based upon the fourth article of the Resolution adopted 
at Panama. It was not understood that he had in mind the pro- 
cedure outlined in your telegram. 

*For correspondence regarding the Soviet-Finnish war, see vol. 1, pp. 952 ff. 
* Narciso Garay. 
* Report of the Delegate of the United States of America to the Meeting of the 

Foreign Ministers of the American Republics Held at Panamd September 28- 
October 3, 1939, p. 60. 

‘Capitan Col6n Eloy Alfaro. 

128



PROPOSED PROTEST ON INVASION OF FINLAND 129 

‘In reply to the inquiry made by the Ambassador of Ecuador the 

Under Secretary stated that the Government of Ecuador had undoubt- 

edly already seen the statement made by President Roosevelt some 

days ago® condemning the Russian action and that he understood | 

-geveral other governments of this continent had already taken similar 7 

official action. Mr. Welles stated, however, that this Government 

would be glad to join with the other American republics in a joint 

statement provided all of the republics so desired in order that the 

- declaration might be a continental declaration and not a partial inter- | 

American declaration. . , 
| WELLES 

—--960D.61/655: Telegram | | | 7 | | 

The Panamanian Minister for Foreign Affairs (Garay) to the 
a | Secretary of State | 

: [Translation] - | 

| | Panama, December 6, 1939. 

| [Received 3: 07 p. m.] 

At the initiative of the Government of Ecuador, which the Govern- 

ment of Panama welcomes with the greatest sympathy, and as ex-chair- 

/ man of the Consultative Meeting at Panama, I have the honor to 

| address Your Excellency in this anniversary of the independence of 

Finland to recall to you Resolution X * of the Consultative Meeting, 

section 4 of which “considers unjustifiable violation of neutrahty or | 

the invasion of weak nations as an expedient for the prosecution and 

winning of wars” and I take the occasion to rouse all American | 

Republics to protest against the invasion and occupation of Finland. 

I greet Your Excellency with my highest consideration. 
, Narciso GARAY 

. %60D.61/701 : Telegram 

The Chargé in Panama (Muccio) to the Secretary of State 

Panama, December 9, 1989—1 p. m. 
[Received 2: 08 p. m.] 

150. Panamanian Ministry for Foreign Affairs informs me that 
favorable replies to its circular telegram of December 6 suggesting 
joint condemnation of Russian invasion of Finland now received from 

5 Statement of December 1; for text, see telegram No. 259, December 1, 1939, 

to the Ambassador in the Soviet Union, Foreign Relations, The Soviet Union, 

1933-1939, p. 799. 
‘For Spanish text, see Diario de la Reunién de Consulta entre los Ministros — 

de Relagrones Erteriores de las Repiblicas Americanas, Panama, November 23, 

1939, p. 55.
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| all the American Republics except the United States, Chile, Peru, Haiti | 
and Uruguay. Mexico made reservation of its reply that its concur- 
rence would be subject to wording of the joint statement. Dr. Garay 
expects the statement to be drafted by the Pan American Union. 

- | | OO | Moccro — 

760D.61/761 , 

-. The Ambassador in Chile (Bowers) to the Secretary of State 

| No. 198 | Santiago, December 9, 1939. 
} _ | [Received December 15.] 

Sir: Referring to my telegram No. 216 of December 5, 1939, and 
despatch No. 191 of December 5, 1939,’ I have the honor to transmit , 
herewith the Spanish text and a translation of the formal communica- | 

. tion delivered by Sefior Abraham Ortega, Chilean Minister of Foreign 
_ Affairs on December 6, 1939, to the diplomatic representatives in Chile 

| of Uruguay, Ecuador, Bolivia and Peru in reply to their suggestion 
oe that Chile associate herself with a protest against Russia’s attack upon 

Finland. This statement was officially delivered to the press; and is 
to the effect, as the Department will note, that Chile must remain aloof _ 
from European affairs. Its reception by the press has been diverse, _ 
but on the whole not very favorable. 

Favorable comment has been made, on the one hand, not only by | 
La Hora but also by the important £7 Mercurio. La Hora speaks of 
it as one of the most important developments in Chilean foreign policy 
which has appeared in recent years, and urges that an attitude of de- 

| tachment from extra-American affairs should always be maintained 
by this country. 7 Mercurio refers to it as logical and dignified, 
since Chile preferably “should take refuge in her Americanism, and 
show the modesty which becomes her lack of power”. El Frente 
Popular, the Communist sheet, of course adopts a laudatory attitude 
in view of its attachment to Russia. - 

Adverse comment, on the other hand, has been voiced not only by 
El Imparcial and Et Diario Ilustrado, but also by the Government’s 

| own La Nacion; and La Critica, La Opinion and El Trabajo, which 
usually support the Administration in such matters, have maintained 

| a silence which may appear significant. Za Nacién makes the point 
that previous aggressions in Europe have been by countries opposed 
to popular government while Russia has hitherto been considered by 
the elements now in power here as one of the democratic powers. It 
also alludes to the fact that the other countries of America have in 
the present instance taken a line which will leave Chile isolated. £1 
Imparcial adverts to the danger implicit in the failure of any small 

"Neither printed.
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nation to protest against aggression on another small nation, and feels 
| that Chile’s attitude regarding Spain shows that she does not inevit- 

ably keep away from European questions involving international 
principles affecting the entire community of the world’s nations. 

| Similar ideas have been emitted on the floor of Congress by the Demo- 
cratic Senator Morales and the Conservative Youth (liberalistic) 
Deputy Boizard. «© oo Bn 
In conversation with a member of my staff the Foreign Minister 

stressed the inability of Chile to understand the hidden currents in | 
_-Kurope which may underlie the Finnish situation. The interest of 

the Communist Party here, which is one of the important assets of | 
the Administration, he said had not figured at all in his decision. He - 
showed great firmness in his determination to maintain this decision, 
a firmness which may perhaps be intensified by the criticisms to which | 

_ it isbeing subjected. Oo . | | 
_ Respectfully yours, | Criaupe G. Bowers 

| {Enclosure—Translation ] co 

Statement to the Press by the Chilean Minister for 
| Foreign Affairs (Ortega)® 

In yesterday’s edition we gave full details concerning Chile’s reply 
to Peru, Bolivia, Ecuador and Uruguay, regarding the suggested | 

| formulation of a joint declaration on the invasion of Finland by 
Russia. | | | - | a ) 

The note sent to the representatives of those countries in Santiago 
reads as follows: SS | 

_ “With reference to.the. query made by Your Excellency’s Govern- 
ment to this Foreign Office regarding the suggestion that the American | 
nations make.a joint declaration setting forth the reaction of America 
to the situation which has developed ‘between Russia and Finland, 
the Minister of Foreign Affairs of Chile considers it appropriate to 

_ make the following statement: Ce SO 
“That his Excellency the President of the Republic has in repeated 

declarations set forth the line of international policy of the Govern- 
ment of Chile, in his message of May 21st of this year having stated 
as follows: : 

“In the spirit of democracy and solidarity which has been evidenced the Gov- 
ernment wishes to express its earnest desire to increase the spiritual and material 
ties uniting Chile with the other nations, especially those of America; this would 
contribute, proportionately, to the avoidance of any disturbance whatsoever in 
our relations with old Europe, the mother of our civilization’. 

“That, consequently, it is the desire of the Government of Chile to 
give preference to inter-American relations and, at the same time, to 
conserve its ties of friendship with the other nations of the world, 
avoiding any entanglement in Enropean complications. : | 

*From the Santiago Le Hora, December 7 , 1939.
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“That, accordingly, the Government of Chile has decreed its neu- | 

: trality in the present European conflict and has carefully refrained 

from expressing opinions on situations or acts of a political character | 

| arising from the conflict in question and, furthermore, has made mani- 

fest its desire to continue with the nations now at war the same ties of 
_ friendship as before the conflict. °_ a ae Dome EE i 
_. That this policy was followed by the Chilean representatives at — 

- the Consultation of Foreign Ministers recently held in Panama, at 

- which meeting, moreover, there was made manifest the will of the 
countries of America to keep entirely apart from the European con- 

| flict, and to ‘try to avoid all questions which might imply pre- 
belligerency. a a 

: “That, at the request of the Government of Finland, the Council 
and Assembly of the League of Nations have been convoked for the 
9th and 11th of this month to discuss the situation which has arisen 
between that Government and the Soviet Union, and at these meetings 
the European parties most directly interested will participate. — 

“That the Government of Chile considers that the pacts, accords 
and resolutions which it has signed in America are designed to embrace - 
American situations and interests, and that in this sense Chile has 
been and will always be disposed to maintain its traditional policy of 

| the most scrupulous respect for those provisions. | | - 
“That, although the Chilean Government regrets the situation which 

has arisen with respect to Finland, inasmuch as she made no joint 
| declaration in the cases of Austria, Czechoslovakia, Poland and the | 

| Baltic countries, she feels that in the present case, following that same 
policy, she should refrain from expressing opinions.” | 

760D.61/718 | | | Oo 

The Panamanian Ambassador (Boyd) to the Secretary of State . 

| [Translation] on a 

Number D-302 _ : | Wasuineton, December 11, 1939. 

| Mr. Szcretary: I have the honor to advise. Your Excellency that 
I have received a radiogram from my Government in which it is com- 
municated to me that Brazil, Mexico, Cuba, the Dominican Republic, 

a Guatemala, Honduras, El Salvador, Costa Rica and Nicaragua have 
replied that they are in full agreement with the idea launched by 
Ecuador and adopted by the Panamanian Foreign Office, of formulat- 
ing a Pan American declaration or protest against the violation of 
the neutrality of Finland and the invasion of her territory on the part 
of the Union of Soviet Socialist Republics. The replies of Haiti, 
Peru, Chile, the United States and Uruguay only have not been 
received. | 
With the new adherences, the number of American nations sup- 

porting the idea has risen to sixteen, and it forms a large and respect- 
able nucleus in support of this plan for a solidary protest. 
Consequently my Government considers that the time has come for 

giving shape to this continental desire to formulate a collective Decla-
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pation or Protest through the medium of its permanent organ of 

expression, which is the Board of Governors of the Pan Ameri- 

can Union. — - PO : 
' Transmitting the foregoing information to Your Excellency, and 

the wishes of my Government that Your Excellency will lend your 

enlightened attention to this matter, have [etc.] — 

| i _  Avueusto 8S. Boyp 

760 D.61/655: Telegram a rn 

| | The Secretary of State to the Panamanian Minister = | 

| for Foreign Affairs (Garay) ee 

ee Wasuineron, December 12,1939. 

I desire to acknowledge receipt of Your Excellency’s telegram of 

December 6, 1939, in which reference is made to Section 4 of Resolu- 

tion 10 adopted at the meeting of the Foreign Ministers of the Ameri- , 

can Republics regarding “the invasion of weak nations as an expedi- | | 

ent for the prosecution and winning of wars” and in which you under- 

take to rouse all the American Republics to protest against the invasion a 

and occupation of Finland. — ae : - 

Consonant with the spirit which motivated President Roosevelt in — 

the issuance of his statement of December 1 condemning the Soviet | 

resort to military force against Finland, this. Government is prepared 

| to associate itself with the governments of the other American repub- - 

lics in a joint statement. of vigorous protest against the invasion of a 

Finland. - Ce oe 

Accept [ete.] | —  Corpetn Horn 

760D.61/70L: Telegram = bs, | 

The Secretary of State to the Chargé in Panama (Muccio) — 

| | Wasutneron, December 12, 1939—noon. 

| 120. Your 150, December 9,1 p.m. The following message has been | 

sent to the Minister for Foreign Affairs: —— ee 

[Here follows text of telegram of December 12 to the Panamanian 

Minister for Foreign Affairs, printed supra. ] 

It is desired that you find early opportunity discreetly to inform 

Dr. Garay that it would seem preferable that concurrence in the state-_ 

ment be arranged by direct communication of Panama with the other 

American Governments on the basis of the text which he might draw 

up. In as much as the Pan American Union has never been granted : 

political functions it would not seem proper to trust to the Governing 

Board the drafting of or action upon the proposed statement. 
Hou |
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760 D.61/809 oo — | eae 
Memorandum of Conversation, by the Chief of the Division of the 

| _ American Republics (Duggan) an 

- ne | o 7 [Wasuieron,] December 13, 1939, 
Mr. Gazitia ° left with me the attached memorandum summarizing 

| the reasons for the Chilean decision not to join with the other Ameri- 
can countries in issuing a statement condemning the Soviet invasion of 

| Finland. Sr. Grazitéia inquired whether this Government had yet 
replied to the circular telegram from the President of Panama. 

I mformed Sr. Gazitia that on December 12 this Government had 
replied to the Secretary of Foreign Relations of Panama informing 
him that it was prepared to join with the other American countries in 

_ the issuance of such a, statement, after recalling that the President of 
the United States had on December 1 already issued a similar 

7 . [Amnex—Translation) 
oe a Lhe Chilean Embassy to the Department of State 

| 1. The draft Joint Declaration by the American countries violates 
the spirit of the Panama Conference whose object was to secure neu- 

| trality in the presence of the European war and its possible effects. 
2. The situation produced between Finland and the Soviet Union 

' is a clear consequence of said war. _ | Be | 
_ 8. The position we say American countries are to adopt contrasts 
with the cautious attitude of the interested principals, France and 
Great Britain, and with the rest of the European neutrals. | 

4. The purpose of Argentina and the other American countries to 
| universalize principles and doctrines adopted in view of the situation 

and special interests of our continent, will create an untoward prece- 
dent and involve the American countries in European complications 

| from which we ought to keep ourselves aloof. — 7 
_ 9. The action of the said countries in support of the League of 
Nations is sufficient to satisfy their doctrinaire postulates. 

DrEcEMBER 13, 1939. _ oo | 

760D.61/837 | 
The Ambassador in Chile (Bowers) to the Secretary of State 

No. 210 | | Santraco, December 16, 1939. 
[Received December 22.] 

Sir: Referring to my despatch No. 198 of December 9, 1939, I have 
the honor to report that the declaration of the Chilean Foreign Minis- 

| - *@uitlermo Gazitta, Counselor of the Chilean Embassy.
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ter with regard to the Russian attack on Finland has aroused active 

criticism in both houses of the Chilean Congress, but that no change is 
contemplated in the attitude of the Chilean Government. oe 

In the House of Representatives at least two secret sessions have | 
_ been held to discuss the attitude of the Foreign Office toward the 

Russo-Finnish situation, and the Foreign Minister has appeared to 
explain his policy. The motion introduced by the representative of 
the Conservative Youth Movement, Deputy Boizard, is still pending, 
but there seems to be a probability that it may remain dormant. 

In the Senate the criticism has been even more acute, and on the | 
12th instant a motion was passed to send a resolution of sympathy to © 
the Finnish Senate declaring the “solidarity” of the Chilean Con- 

_ gress “against the invasion of Finland by the Soviet Union”. Accord- 
ing to the press the only vote cast against this motion was by the 
Communist Senator, Lafferte. The Radical Senators, members of | 
the President’s own party, abstained from voting, but the Socialist 
Senators voted for the motion and thus disapproved the Government’s 
attitude. | a i | 

Subsequently, however, on the 15th instant, at a joint meeting of 
the Foreign Affairs Committees of the House and Senate, the Foreign | 
Minister again discussed the question in detail, in confidence, and | | 
the session issued the following statement : | | 

| In a joint meeting of the Ministry of Foreign Affairs with several : 
members of Congress, after a tentative examination of the facts and a 

| documents as to the guidance of the foreign policy of Chile, espe- 
cially with regard to the question of Russia and Finland and of the 
neutrality of American countries, those present took cognizance of 
the ideas and action of the Government, inspired exclusively by the 
superior national interest in maintaining its neutrality, without any 
relation to the Communist Party or with any other particular party. | 

There are grounds for regarding this as terminating the discussions, 
at least for the time being; although on its face it appears to be no 
more than a recognition that the Government has not been motivated. 
by political considerations. There are statements in this morning’s 
press that the discussion of the broad issue will be continued in Con- 
gress next week, but such discussions will presumably be contingent 
upon other developments. 

The attitude of the various organs of the press has remained un- 
changed, the greater part of the criticism coming from the Rightist 
newspapers. While Za Consigna, which has been regarded as the 
official organ of the Socialist Party, is against the Government on 
this point, the attitude of Za Opinion, the rather influential Radical 
Socialist organ of Rossetti, supports the declaration of December 6th. 
El Trabajo, the Vanguardista (Nazi) organ, approves a policy of 
absolute neutrality, but finds the official declaration illogical and
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- unconvincing. La Hora has left the question severely alone, but in 

a semi-editorial letter asserts that any declaration in favor of Finland | 

would violate Chile’s pledges at the Panama Conference to observe 

7 entire neutrality. — oo a | | 
In conversation with the Foreign Minister last evening he informed 

me that he and his Government are wholly resolved to maintain their 
position, as he feels that Chile’s interest, as well as the interest of the 

| American Republics in general, lies in abstaining from entanglements 

in European affairs. . a | 
| Respectfully yours, | —- Cuaupe G. Bowers 

760D.61/822 | | | | 7 

Oe Memorandum of Telephone Conversation, by the Chief of the Division 
of the American Republics (Duggan) | 

oe | _ [Wasutneron,] December 17, 1939. 

Mr. Silva? telephoned during the day that the Ambassador had | 
requested him to get in touch with me following the receipt of a tele- 

| gram from the Foreign Office at Santiago relating to the proposed 
declaration condemning the Soviet invasion and occupation of Fin- | 
land. The telegram said that the Chilean Government was deter- _ 

| mined to stand fast in its point of view because of the attitude towards 
- Russia manifested in Geneva of certain of the European neutrals 

- such as the Baltic countries with a more direct interest in the situation 
between the Soviet Union and Finland than any of the American 
countries; moreover, because certain of the other American countries __ 
had indicated that they shared at least to a certain degree the Chilean 
point of view. The Ambassador requested Mr. Silva to ascertain 
what the attitude of the United States would be under these circum- 
stances. — | oe 

I informed Mr. Silva that our attitude was perfectly clear, namely, 
that this Government was prepared to proceed with the other Amer- 
ican Governments in the issuance of a declaration condemning the 
Soviet invasion of Finland. I again recalled to him that this country 
had already taken that step unilaterally in the issuance by the Presi- 

dent of a statement on December 1. Our attitude remained, there- 
fore, that this Government was ready to go ahead with the collective 

declaration, but was not taking any initiative in the matter. 
Laurence Duccan 

*Abelardo Silva, First Secretary of the Chilean Embassy.
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760D.61/804: Telegram | | | 

‘The Chargé in Panama (Muccio) to the Secretary of State 

- a PANAMA, December 19. 1939—3 p. m. 

, | oe [Received 9: 05 p.m.] 

161. Department’s telegraphic instruction No. 120, December. 12, 

noon. Panamanian Minister for Foreign Affairs proposes that he — 

telegraph the following message to Helsinki: oo , 

- ees Excellency, the Minister of Foreign Relations of Finland, Hel- 

- The Republics of Argentina, Bolivia, Brazil, Colombia, Costa Rica, 

| Cuba, El Salvador, United States of America, Guatemala, Haiti, Hon- 

duras, Mexico, Nicaragua, Paraguay, Peru, the Dominican Republic, 

- Uruguay and Venezuela have been consulted by this Chancery at the 

initiative of the Republic of Ecuador with a view to the formulation 

of a collective American protest against the ageression of which the 

Republic of Finland has been the object on the part of the Union of 

Soviet Socialist Republics. All of those nations have responded 

| favorably. to that suggestion and consequently I have the honor to 

| inform Your Excellency that 20 American republics including those © 

of Ecuador and Panama have agreed to apply the principles laid down 

in resolution No. 10 of the recent consultative meeting of Panama over 

which I had the honor to preside, to condemn unanimously and with 

the greatest energy the resort to force which a great power has just 

made use of for the solution of its differences with a small nation, 

jealous of its independence and security. | 

On this occasion please accept, Excellency, the assurances of my 

highest consideration, Narciso Garay, Secretary of Foreign Relations | 

of the Republic of Panama.” | - | 

Dr. Garay feels this draft should be acceptable to all the countries 

names [named]. But in an abundance of precaution proposes to sub- 

mit the text hereof to all diplomatic representatives accredited here 

for their approval and possible reference to their governments. Dr. 

Garay would appreciate any comments or suggestions the Department | 

| might care to make. Kindly expedite reply. | . 
| | _ Muccro | 

760D.61/922 | 

Memorandum by the Chief of the Division of the American 

Republics (Duggan) 

[WasHINeTon,] December 20, 1939. 

With respect to the suggested message to the Minister of Foreign 

Relations of Finland, as suggested by Dr. Garay, Secretary of Foreign 

Relations of Panama, it would seem advisable to delay a day or so 

prior to indicating the Department’s comments or views. 

11 Addressed to the Secretary of State, the Under Secretary of State, and 

the Chief of the Division of European Affairs. .
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It will be noted that the Government of Chile is not included among 
those that have responded favorably to the suggestion made by the 
President of Panama that the Soviet invasion of Finland be con-. 
demned. The Chilean Government has circularized all of its diplo- | 
matic missions instructing them to clarify before the governments to 
which they are accredited the reasons why Chile has not seen fit to 

_ join in this initiative. The result of this action of Chile may be to | 
cause certain defections among the countries that have already as- 

| sented. The Ambassador of Brazil informed me yesterday that he 
had received word from his Government that it would not join in the 
démarche unless there is unanimity. The Chilean circular telegram 
also indicated that Mexico and Peru were lukewarm to the idea. 

It would therefore be my suggestion that no reply be made to Dr. 
| Garay’s telegram for a day or so or until we know more exactly what 

the attitude of Brazil and possibly certain other countries is. __ 
| a 7 _ Laurence DuccaN 

760D.60/922 oe, | - oO 

_ Memorandum by the Under Secretary of State (Welles) to the | 
Chief of the Division of the American Republics (Duggan) 

: | [WasHineron,] December 21, 1939. 
| I thoroughly agree. Furthermore, I think there is nothing less 

| desirable at this juncture than to give the impression to the rest of the 
world that the American Republics are not united in all questions of 
policy, and the message suggested by Dr. Garay would make it per- 
fectly clear that the proposed declaration was not supported unani- 
mously. | 7 . | | | 

My own judgment is that unless Chile changes her mind, which I 
suppose is doubtful, it would be better to issue no declaration. You 
may remember that in my first reply to the Government of Ecuador 
I stated that we would be glad to join if alZ of the other American 
Republics likewise joined. - | | 

760D.61/804 : Telegram , 

The Secretary of State to the Chargé in Panama (Muccic) 

Wasuineton, December 27, 1939—5 p. m. 
125. Your No. 161, December 19,3 p.m. Please inform Dr. Garay 

that the Department, while in full agreement with the text of the pro- 
posed message to Helsinki, is strongly of the opinion that such a mes- 
sage should only be sent in the name of all of the 21 American republics, 
and that the consequences of action in which one or more of these 
republics does not participate might be detrimental to the development
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of that spirit of continental solidarity which has been so valuable to 

all the American Republics in facing the problems created by the cur- 

rent world situation. Furthermore, in this particular case, the gov- 

ernments of a number of the American republics, including the Gov- 

ernment of the United States, have given adequate expression to their 

protest against the aggression of which the Republic of Finland has 

been the object on the part of the Soviet Union. It would seem, 

| therefore, that the opportune moment for collective action in thiscase 

| has passed. You should take this opportunity of expressing my per- ) 

sonal appreciation and that of the Under Secretary for the splendid | 

services which Dr. Garay has rendered the American republics since 

the close of the Panama meeting. | 
a Hon 

760D.61/891: Telegram oe 

‘Phe Ambassador in Panama (Dawson) to the Secretary of State 

| | | Panama, December 30, 1939—noon. 

a | [Received 3: 10 p. m.] | 

| 167. Department’s telegram No. 125 of December 27,5 p.m. The — 

| Panamanian Minister for Foreign Affairs has just told me that Chile 

persists in its refusal and that through the Ecuadoran Minister here 

he has consulted the Ecuadoran Government concerning its wishes as | 

to whether the matter should be dropped or the message should be | 

sent to Helsinki on behalf of the 20 republics which have approved. © | 

He says that since the aggression continues he does not feel that the | 

opportune moment for a protest has passed but that he does recognize 

| the great desirability of unanimous action. He says that while he 

has no personal interest in the matter he feels that as intermediary he 

cannot [refuse?] it if Ecuador as sponsor and the other governments 

which have approved the action desire that the message be sent. The 

Department may wish to make its views known to the Government 

of Ecuador. If Ecuador requests Garay to send the message he will 

wish to know whether the United States is to be included and I should 

appreciate the Department’s instruction on the point. 
Dawson 

760D.61/891 : Telegram 

The Secretary of State to the Ambassador in Panama, (Dawson) 

| WASHINGTON, December 30, 1939-10 p. m. 

126. Your 167, December 30, noon. Our acceptance of the Ecua- 

dorian initiative as well as the Panamanian draft was contingent upon 

adoption by all the American Republics. For the reasons indicated in 

293800-—57——10
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_ ss Department’s telegram No. 125 we are, however, strongly of the 
_ opinion that in the absence of unanimity it would be better to aban- 

don the project. _ | oe a ae ae 
In expressing renewed appreciation to Doctor Garay you will there- 

fore please explain that, inasmuch as the proposal does not appear 
to have been accepted by all of the American nations, we would be | 

: unable to subscribe thereto. | | : 7 a 
| _ We shall take occasion tomorrow again to explain our position to - 

the Ecuadorian Ambassador. Be
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722.2315/1280 : Telegram | | OO 

The Ambassador in Peru (Steinhardt) to the Secretary of State 

| Lama, January 4, 19394 p. m. 
; | _ [Received 5:10 p. m.] 

1. From Duggan.2 The Ecuadoran Foreign Minister? and Dr. / 

- Ponce Borja‘ returned to Quito by plane Monday. Prior to leaving 

Dr. Ponce Borja gave me an oral résumé of. Dr. Concha’s* remarks | 

- to Dr. Tobar Donoso as follows: a oo a a | 

President Benavides has a sincere desire to settle the boundary con- _ | 

troversy ; Peru cannot accept however the two-point formula proposed _ 

by Dr. Tobar Donoso for renewal of negotiations followed: by media- 

tion if the negotiations do not reach a satisfactory result within a | 
stipulated period nor can Peru accept an alternative proposal recently | 

advanced by Dr. Tobar Donoso that two friendly countries such as | 

the United States and Brazil, make a careful independent study of 
the boundary problem for the purpose of informing themselves dur- | 

ing the period that direct negotiations are being carried out; nor will 

Peru agree to resume direct negotiations in Washington or Rio; how- 

ever, Peru is ready at any time to resume direct discussion in Lima 

and is prepared to state formally, but apparently not in writing, to 

some friendly third country that if the negotiations fail to reach a | 

satisfactory conclusion Peru will then invoke one of the conciliation 

instruments to which both Ecuador and Peru are parties. _ | 

The Ecuadorans profess to see no value in the Peruvian counter- 

proposal claiming that under the conciliation treaties Ecuador could 

invoke at this moment the conciliation procedure on the ground that 

direct, negotiations have been exhausted and secondly that the con- 

ciliation procedure will not advance a solution since the non-national 

members of the committee of investigation would sit as individuals 

and not as agents of government. | 

Full report follows by air mailletter. [Duggan.] | 

STEINHARDT 

1 Continued from Foreign Relations, 1938, vol. v, pp. 217-245. 

*Laurence Duggan, Chief of the Division of the American Republics, and 

Adviser to the American delegation to the Highth International Conference of 

American States, Lima, December 9-27, 1938. 
* Julio Tobar Donoso. 
* Alejandro Ponce Borja, member of the Ecuadoran delegation to the Highth 

International Conference of American States, Lima, December 9-27, 1938. 
* Carlos Concha, Peruvian Minister for Foreign Affairs. 
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722.2315 /1280: Telegram - a 

The Acting Secretary of State to the Chargé in Brazil (Scotten) 

: Wasuinerton, January 5, 1989—8 p. m. 
4. I have received today the following report from Duggan who is 

still in Lima: | 
[Here follows text of telegram No. 1, January 4, 4 p. m. (except last 

| sentence) from the Ambassador in Peru, printed supra.] 
_ Please communicate the substance of this report to Aranha° and 
tell him that I should be grateful for his opinion regarding the situa- 
tion. My own judgment is that if Dr. Concha is prepared to state 
to Dr. Mello Franco? that if within a specified and reasonably short 
period direct negotiations between Ecuador and Peru for settlement 

| of the controversy should not prove successful, Peru would then ‘be | 
willing to invoke one of the conciliation instruments to which both 

| _ Eeuador and Peru are parties and which instrument is satisfactory to 
7 the Government of Ecuador, an agreement on the part of Peru to 

| _ accept mediation in the event that direct negotiations prove unsuc- 
cessful will to all intents and purposes have been obtained. Before 

| _ discussing the matter any further with the representatives of Ecuador, 
however, I should necessarily wish to have Aranha’s own point of | 
view and the benefit of any suggestions which he may be good enough 

: tomake. = | 7 Oo 
Please telegraph me the result of your conversation. 7 

oo a WELLES 

722.2315 /1288 : Telegram | | | 

The Chargé in Brazil (Scotten) to the Secretary of State 

: Rio pz Janeznto, January 6, 1939 — 3 p. m. 
| _ [Received 3:06 p. m.] 

5. For the Acting Secretary. Your 4, J anuary 5, 4 [3] p. m. 
Aranha informs me that he received a telegram from Mello Franco 
prior to the departure of the latter from Lima stating he had had a 
private conversation with President Benavides and was optimistic 
about finding a solution of the problem. Mello Franco counseled, 
however, taking no further action for at least one month in order to 
avoid the impression that pressure had been brought to bear by the 

° Oswaldo Aranha, Brazilian Minister for Foreign Affairs. 
“ Afranio de Mello Franco, Chairman of the Brazilian delegation to the Highth 

International Conference of American States, Lima, December 9-27 , 19388, who had 
remained in Lima at the request of Mr. Welles to endeavor to obtain an agree- 
ment between the Peruvian and Ecuadoran Ministers for Foreign Affairs. See 
telegram No. 147, December 27, 1938, 1 p. m., to the Chargé in Brazil, Foreign 
Relations, 1938, vol. v, p. 248.
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Conference itself. Aranha added that upon Mello Franco’s return 
here in about one week he will send you a full exposé of the situation. | 

| | Scorren 

722.2815/1284: Telegram | | 

| The Minster in Ecuador (Long) to the Secretary of State —— 

- | - Qurro, January 23, 1989 — 9 a. m. 
_ [Received 5:50 p. m.] 

6. From Duggan: _ | 7 os, 
“The Minister for Foreign Affairs told me today in the greatest 

_ confidence that Aranha had informed the Ecuadorian Minister in Rio 
that Mello Franco might return to Peru in connection with the bound- 
ary dispute with Ecuador.” | | 

| Duggan left here Friday afternoon, crossed into Colombia about 
3p.m.Saturday. . | . | | 

| ce Lone : 
722.2315/1298 . OT | 

ae The Minister in Ecuador (Long) to the Secretary of State | 

No. 556 oe | Quito, July 7, 1939. _ | 
| | | | | [Received July 12.] | 

| Str: I have been confidentially informed from a reliable source that 
the Government of Ecuador is actively negotiating with the Govern- 
ment of Brazil to open Ecuadoran-Peruvian boundary settlement dis- __ | 
cussions in Rio de Janeiro. It is said that the Brazilian Foreign Min- 
ister views the proposal with sympathy and that Dr. Homero Viteri 
Lafronte, President of the Ecuadoran Delegation at the Washington 
negotiations, will be appointed Ecuadoran Minister to Brazil in order 
to work with the Brazilian Government towards this end. Dr. Viteri 
Lafronte has requested his Government to send him to Rio de Janeiro 
via Washington, presumably to obtain the opinion of the United States 
Government on the subject. SC Bo | 
In this connection it is observed that Dr. Antonio J. Quevedo, Ecua- ~ 

| doran Minister to London and Geneva has been appointed Minister to 
: Lima. Dr. Quevedo is one of Ecuador’s ablest diplomats and lawyers. 

_ He was considered an excellent Minister for Foreign Affairs and is 
probably the most competent person that could be sent to Lima to try 
to persuade the Peruvian Government to accept the proposal. _ : 

Of course, it is feared that Peru will be very reluctant to accept such 
an invitation. However, the Government of Ecuador appears to be 
optimistic about this attempt to renew negotiations and is leaving no 
stone unturned to carry out its plan. oe 

: Respectfully yours, : Boaz Lone
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. --- 722.2315 /1299 : Telegram | | 

| ~The Chargéin Peru (Dreyfus) to the Secretary of State — | 

| Lama, July 19, 1939—noon. . 

| [Received 1:45 p. m.] 

«BA, Official communiqué published today announces that Ecuadoran , 

| soldiers in command of an officer, who were on left bank of Zarumilla 

River opened fire treacherously on Peruvian police force killing two. 

. When the Peruvian police returned the fire the Ecuadoran regulars 

withdrew. Peruvian regulars arrived on the scene but did not partici- 

pate in the clash, one Peruvian soldier reported missing. == | 
| . Minister for Foreign Affairs has protested to Ecuadoran Minister 

here and has instructed Peruvian Chargé d’A ffaires at Quito to request 
| Ecuadoran Government to disavow the attack and violation of status 

| quo declining Peruvian responsibility for consequences and claims | 
_ thatmayarisetherefrom. _ CO : 

: Local press makes no comment on the incident. : 

| a 7 | -Dreyrus 

-722,2815/1808 a ne oe 

- ‘The Minister in Ecuador (Long) to the Secretary of State | 

No581 00  * Qurro, July 21, 1939. 
ee Received July 28. | 

| Sm: I have the honor to report that on July 19th ZZ Comercio of 

| Quito published a press despatch stating that an incident had taken _ 

| ‘place on the Ecuadoran-Peruvian frontier between Ecuadoran and 
Peruvian troops. The incident occurred at 10 o’clock on the morning 

of July 18th in the Province of El Oro south of a point called Aguas 

Verdes in the Pocitos region. The press reported that several persons 

had been killed and wounded. ae 
| - Further details published on July 20th indicated that although no 

one had been killed or wounded, the Peruvians claimed that Ecua- 

doran troops had fired on members of the Peruvian Civil Guard, 

whereas the Ecuadorans stated that they had been fired on first. - 
_ ‘Fhe Ecuadoran Minister in Lima was instructed to present a formal 

protést to the Peruvian Government for this violation of the status 
quo and invasion of Ecuadoran territory by the Peruvian Army. 
The Government of Peru likewise instructed its Chargé d’Affaires at 
Quito to present a protest to the Ecuadoran Foreign Office. 
’ An official communiqué of the Foreign Office, a translation of which 
is enclosed, gives a complete account of the Ecuadoran version of the 

incident. 
Respectfully yours, Boaz Lone
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a -.- [Enclosure—Translation] _ | | —_ 

: Official Communiqué of the Ecuadoran Foreign Office regarding the 
ss I neident on the Ecuadoran-Peruvian Frontier | | 

According to a telegram sent by the Chief of Security of the Fron- 
tier to the Governor of the Province of El Oro, yesterday morning | 
there occurred an incident between Ecuadorans and Peruvians a little 
distance south of the place called Aguas Verdes, in the region of 

_. Pocitos, situated in the jurisdiction of Huaquillas, at the time when _ 
a group of four men from our garrison was patrolling as usual that — 
region. When the Ecuadoran picket drew near the Peruvian Civil 
Guards fired on them and obliged our soldiers to fire back. _ | 

| The same telegram adds that.a verbal agreement has been reached 
. . by the Chief of the Ecuadoran Garrison and Captain Sevilla of the 

Peruvian Civil Guard in order to remove from that region the troops 
from both sides. aE cos | | 

_ Since the Peruvian Foreign Office has made an official statement in 
which it declares that the Peruvian Civil Guards have been the vic- | 

_ tims of a surprise attack, the Ministry for Foreign Affairs of Ecuador 
wants to put on record the fact that according to information avail- 

_ able up to the present time the attack was made by those Guards and 
that the Ecuadoran soldiers have found themselves obliged to repel | 
them. oo oo / | oo 

‘Consequently, the Ecuadoran Minister in Lima has been instructed : 
to present an appropriate protest and: to demand that the boundary 
authorities maintain a proper attitude for the benefit of American 

peace. a | 
| The place where the attack took place is in territory which in fact | 

and right belongs to Ecuador. In fact, the de facto boundary is the 7 
| Zarumilla River, which has never changed its course, as Peru arbi- 

trarily maintains in order to claim jurisdiction over the Pocitos region, 
which is between the two river beds. Aside from obvious juridical 
titles, Ecuador has shown Peru the reports of learned foreigners such 
as Messrs. Shepperd and Sauer, who after a detailed study of the geo- 
logical formations have arrived at the conclusion that the Zarumilla 
River has always flowed over its present river bed and that the hypoth- 
esis of the double river bed is merely a myth which cannot be held in 
the light of science. The report of the foreign geologists agrees with 
those of other scientific authorities and with the statements of the 
inhabitants of the region. | 

In the hope of a radical solution of the boundary question, Ecuador 
has tried to prevent frontier incidents from altering the atmosphere 
necessary for that solution in spite of the fact that in every case the 
Ecuadorans have been victims of bloody attacks.
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) It is therefore surprizing that the Peruvian Foreign Office instead 

of following a similar course, and without awaiting a careful investi- 

. gation of the facts should have issued an accusation of attack against 

- Ecuador. But as has been shown such an attack came from the Peru-. 

vian National Guard which had invaded without right Ecuadoran 

) territory. | | | ares 

| 722.2315/1300: Telegram | | — 

| — The Chargé in Peru (Dreyfus) to the Secretary of State = —— 

- a ss Tata, July 22, 1939—10 a. m. 
, | ee _ [Received 12:15 p. m.]_ 

55. Referring to the Embassy’s telegram No. 55 [54?].° Second 
| official communiqué published today rebuts statements in Ecuadoran 

official communiqué. Asserts that Aguas Verdes has always been and 
continues under Peruvian sovereignty and a police post has always _ 
existed at that site. Dismisses as irrelevant Ecuadoran contention | 
referring to geological survey of river beds. Reasserts its version that 

: two Peruvian police were killed. Declares Ecuadoran statements 
untrue that Peruvian forces have withdrawn from their positions at 
Zarumilla. Adds that Ecuadoran forces have withdrawn from terri- 

tory held by Peruvian forces. | an ee 
| La Cronica and Prensa carry editorials reaffirming the Peruvian 

| standpoint. _ | | 
Incident not considered grave in Government and public circles. 
ee | 7 | Drey¥Fus 

oe 722.2815/1811 Oo | | 

| The Perwvian Embassy to the Department of State 

| [Translation] . _ 

| | MeEmorANDUM 7 

As the Chancellery of Ecuador has issued and made public a com- 
muniqué relative to the occurrences of the morning of the 18th instant 
in the neighborhood of the Peruvian post situated on the left bank of 
the Zarumilla River, called “Aguas Verdes”, the Department of 
Foreign Relations of Peru finds itself obliged to refute it, in view of 
the inexact statements contained in the text thereof. 

The Ecuadoran Chancellery affirms, indeed, that “Aguas Verdes”, 
situated in the region of Pocitos, is under the Ecuadoran jurisdiction 

of Huaquillas, notwithstanding that Peru has maintained, does main- | 
tain and will continue maintaining a post of the Civil Guard with 
which it exercises effective sovereignty over all that region and in 

® Dated July 19, noon, p. 144.
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which Peruvian farmers have always cultivated and still cultivate Oo 
| tobacco. Peru has put all these facts on record in various notes of the 

Department of Foreign Relations. Co Se | 
This discards the possibility that an Ecuadoran patrol “was keep-— 7 

| _ Ing watch as usual” over those places, as the Ecuadoran communiqué eo 
says. In that case, the incident must have occurred long before, be- 
cause our detachment would not have failed to discharge its duty of | 
enforcing respect for our possession and according protection to the 
Peruvians established in that sector of the national territory. 

The allegation of pretended rights on the part of Ecuador to the 
region included between the two channels of the Zarumilla River, and _ 
the arguments of a geological character which are adduced do not 
justify the penetration of its forces into territory which it perfectly 
well knows is under the effective dominion of Peru and has been since 
before the status quo of 1936. | | re 

For the purpose of giving an honest appearance to the aggression 
and eluding responsibility, the Ecuadoran communiqué affirms that 

_ there was one killed on each side, suggesting the false idea that a com- 
bat was carried on. The inexactitude of this is proved by the personal © 
identity of the two Peruvian casualties, whose burial has just taken . 
place in the Peruvian city of Tumbes. | | 

It is likewise inexact that a verbal agreement was reached to remove : 
from the place the troops of both sides. The commander of the Ecua- - 
doran detachment, Yepes, in a conference held on the 15th instant 
with the captain of the Peruvian Civil Guard, Sevilla, promised that - 
his soldiers would not again cross the boundary. Notwithstanding 
this, three days afterwards the Ecuadoran forces entered and made a 
surprise attack on the Peruvian detachment which was patrolling the 
farm of a colonist, Villadares, being repulsed to the other side of the 
boundary. 

After these events and on the request of the Ecuadoran officer men- 
- tioned, another meeting was held with Captain Sevilla, in which the 

former stated that he was ready to withdraw his forces and hoped : 
that the latter would do the same. The Peruvian officer answered that 
he had no reason to withdraw from the place where he was, inasmuch | 
as he had not advanced from his usual post, and he expressed hisdeter- _ 
mination to remain there. : 

Ecuadoran troops are the only ones who withdrew to their own 
territory, after having committed a bloody attack. The Peruvian 
troops remained and will remain at “Aguas Verdes”. 
WASHINGTON, July 31, 1939.
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= ONDURAS AND NICARAGUA® 
| | 715.1715/1378 : Telegram - Ho : = a AR | 

| The Assistant to the Representative of the President (Ocheltree)* to 
Re the Seeretary of State = 

, ae Jose, January 6,1939—1la.m. 
| - - a [Received 2:11 p.m.] _ 

| 98. The Honduran Minister of Foreign Affairs in a communication 
dated December 31 addressed to the President of the Mediation Com- 

mission “ in reply to the latter’s note of November 26 *? proposing 

an aerial survey of the region of the Segovia River stated in part: 

| TT regret to inform Your Excellency that my Government deplores 

| o (the fact) that it is unable to consent to a new discussion over terri- 

torial rights already absolutely defined by the civilized means of arbi- 
tration; that I am obliged most respectfully to make this declaration 

| here because in the opinion of my Government the work and opera- 
| _ tions for the construction of a reconnaissance map of the region of the 

Coco or Segovia River which the Mediation Commission in accordance 
| with its Governments considers to be advantageous to execute, pre- | 

supposes the abandonment of the juridical position of Honduras.” 

Complete copy by air mail Sunday. Press not informed. 

Respectfully suggest that a meeting of the Commission might be 

arranged to take place in Panama on the return of the President of the 
Commission from Chile. | 

oe | OcHELTREE | 

715.1715/1878: Telegram : | | 

‘The Acting Secretary of State to the Representative of the President 

a | (Corrigan)** 

| _  --‘Wasutneton, January 7, 1939—3 p. m. 

| 81. [2] Reference Ocheltree’s telegram No. 98, January 6, 11 a. m. 
| The action of the Government of Honduras in rejecting the proposal 

| -* Continued from Foreign Relations, 1938, vol. v, pp. 245-271. 
*” John B. Ocheltree, Foreign Service Officer, Member of the Permanent Secre- 

tariat of the Mediation Commission in the boundary dispute between Honduras 

and Nicaragua. 
“Tobias Zifiiga Montufar, representative of Costa Rica. 
* Not found in Department files. | | 
* Frank P. Corrigan, special representative of the President on the Mediation . 

Commission, in the boundary dispute between Honduras and Nicaragua, was also 
Minister to Panama. On August 14, 1939, he presented his credentials as Ambas- 
sador to Venezuela.
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| of the Boundary Commission for an aerial survey of the Segovia basin 
is of course regrettable from every point of view but I feel emphati- 
cally that it should not be allowed to terminate the efforts of the Com- | 
mission to reach a solution of the problem. I feel that it is now more 
imperative than ever that the Commission proceed to carry out the 
long-projected visits to Managua and Tegucigalpa to confer with the © 
two Presidents and that this should be done without delay. When 

| news of the Honduran action becomes public, we may be confronted 
. with a renewal of tension between the two countries. The visit would 
emphasize to the public in Honduras and Nicaragua that mediatory 
efforts have not been abandoned and through direct discussions with 
President Carias it should be possible to convince him of the desir- | 
ability of the aerial survey as a preliminary step which would facili- 
tate an ultimate solution. | 

| Please consult with the other members of the Commission at once | 
with regard to the visit and inform me of developments. It 1s hoped 
that at least one of the other members can accompany you as it would 

not be desirable for you to go alone. - Be 
Repeated to Ocheltree. | | | 

715.1715/1879: Telegram | =. i . Oo - 

The Representative of the President (Corrigan) tothe | 
se  Seeretary of State SC | O° 

a Panama, January 9, 1939—2 a. m. — 
RE | | [Received 9:23 p. m.] | | 

9. Referring to Department’s telegram No. 1, January 7,3 p.m.,I0 
have sent messages to other members of the Commission asking their 
agreement to announcement of an approximate date for projected | 
visits to Managua and to Tegucigalpa. The Costa Rican member of 
the Commission is now in Chile and possibly may visit Buenos Aires | 
on invitation of Argentine Government. 

| Sn 7: - * Corrigan | 

715.1715/1880 : Telegram 

The Minister in Honduras (Erwin) to the Secretary of State 

TraucieaLpa, January 10, 1939—11 a. m. 
[Received 5: 42 p. m.] 

1. Referring to telegram No. 98, January 6, 11 a. m., from Ocheltree 
at San Jose. Discreet inquiry reveals reasons the Honduran Gov- 
ernment took the position mentioned was apparently because the same 
proposal as to survey was made in 1930 ** under another administra- 

4 See Foreign Relations, 1930, vol. 1, pp. 361-377.
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tion. After mature consideration decision was reached that approval 

now would be subject to political misrepresentation in Honduras and 
apparent change of policy could be used to inflame population. Divi- 

| sion among President’s advisers with group represented by Silverio 
Lainez, Julian Lopez Pineda, and Romulo Duron, supported by the 
Foreign Minister, convincing the President against acceptance of the | 
proposal. | 

Repeated to Dr. Corrigan at Panama City. 7 
: | | | : ERWIN © 

715.1715/1884: Telegram _ - | , | | 

| The Representative of the President (Corrigan) to the | 
/ a Secretary of State , ae 

| _ Panama, January 15, 1939—noon. | 
| Oo | [Received 3: 53 p. m.] 

6. Reply received from Dr. Rodriguez, the Venezuelan member of _ 
the Mediation Commission, who considers that the trip suggested in | 
my telegram is not advisable at present. He believes that Zifiga 

- Monttifar will be opposed to such a visit and if made by us only will 
-  ereate friction with the Costa RicanGovernment. = = © | 

oe The following is a portion of the telegram from the Legation at 
Bogota transmitting Rodriguez’s answer tomy telegram. 

“Rodriguez personally considers that the best method for the 
present is for the representatives of Costa Rica and Venezuela in | 
Washington to try all possible means with the Department of State 

: to persuade the Government of Honduras of the advisablity of accept- 
ing the plan of mediation which is now being discussed. In this way 

| he considers that the Governments of Venezuela and the United 
| States would not expose themselves to the possibility of being in an 

| equivocal position in the event that the visit to the two capitals should 
prove ineffective. He considers that as you will soon be in Caracas 
a final decision can then be reached between you and Gil Borges.” * 

: No reply has been received from Costa Rican Foreign Minister. 
| Corrigan 

715.1715 /13884 : Telegram 

The Secretary of State to the Representative of the 
President (Corrigan) *® 

WASHINGTON, January 18, 1939—6 p. m. 

4. Your telegram No. 6, January 15, noon. It is not believed that 
discussions with the Honduran diplomatic representative in Washing- 

5 Venezuelan Minister for Foreign Affairs. 
¥ Text of telegram was repeated on the same date as No. 4 to the Legation in 

Costa Rica for the information of Mr. Ocheltree.
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ton, as suggested by Doctor Rodriguez, would be of value in induc- 
ing the Honduran Government to recede from its position on the | 

| question of the aerial photographic survey. I feel that the only hope 
of prevailing upon the Honduran Government to modify its views in 
respect to a continuance of the work of the commission is from per- 
sonal conversations between the members of the commission and Pres- _ 
ident Carias. If Dr. Ziifiiga Montifar should for any reason be 7 
unable or unwilling to proceed to Managua and Tegucigalpa in the 

_ near future, it is greatly to be hoped that he will give his support to 
having the visits carried out by you and Dr. Rodriguez. | ' 

| Hoi. | 

715.1715/1886 : Telegram 

_ Lhe Representative of the President (Corrigan) to the Secretary SO 
| of State | 

| Panama, January 20, 1939—3 p.m. _ 
- , | | | [Received 6: 51 p. m.] 

8. Referring to the Department’s telegram No. 4 of January 18. _ 
Under the present circumstances it is unlikely that Doctor Rodriguez 
or his Government would agree to proposed visits unless accompanied | 
by Zaftiga Montifar or some other Costa Rican representative. | | 
Zuniga Montifar, now traveling in South America, has not yet 
answered my telegram of January 9.27 When his reply is received, | 
if the Department perceives no objection, I would like to suggest to | | 
him and Rodriguez a meeting of the commission in Panama coincident | 

- with the date of his return here with the object of determining a plan 
of procedure in line with Department’s instructions. 

I am in complete agreement with the Department’s view that the 
best hope of prevailing upon the Honduran Government to modify 
its views would be through the effective method of personal conver- 
sations between the members of the commission and President Carias. 

_ However, in view of the danger that delay and difficulties in getting 
the commission together and securing their agreement to the program 

- may lose us the advantage of the present dry season (the only time of , 
the year in which aerial reconnaissance is possible) and since accord- 
ing to my information there is division amongst President Carias’ : 
advisers I have a strong feeling that other efforts to modify the Hon- 
‘duran Government’s ill-advised decision should be continued by means 
of.all possiblechannels. —— | | 

| Oo | Corrigan 

* See telegram No. 2, January 9, 2 a. m., from the Representative of the 
President, p. 149. | |
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-%15.1715/13886 : Telegram | | | 

| The Secretary of State to the Representatiwe of the President | 

a | (Corrigan) | | 

| a Se - Wasutineron, January 24, 1939—6 p. m. - 

| 7. Your telegram of January 20, No. 8,3 p.m. There is no objec- | 

| tion to your plan for the Commission to meet in Panamé upon the —/ 

arrival there of Dr. Ziifiiga Montifar. oo as 

Careful consideration will be given to the suggestion contained in | 

| the second sentence of the last paragraph of your telegram. a 

| | | | | Huu 

- 715.1715 /1888: Telegram | a | 

The Representative of the President (Corrigan) to the Secretary 

| ; a ? of State | 

| | a a Panama, January 27, 1939—4 p. m. 

| | | a Be __ [Received 6: 47 p. m.] 

11. Referring to the Department’s telegram No. 7, January 24, 6 

p. m., Dr. Rodriguez after consultation with his Government states 

| _ that he will be unable to leave Bogota to come to Panama at thistime 

| owing to the delicate status of negotiations which he is conducting 

| with the Colombian Government or to visit the disputant countries | 

“even should it be determined that it is advisable”. | 

I shall confer with the Costa Rican member on his arrival here and 

| communicate his viewstothe Department. _ | | 7 

7 | | _ Corrigan 

715.1715/1890 : Telegram | | | - | 

The Representative of the President (Corrigan) to the Secretary 

of State | a | 

| - Panama, February 3, 1939—6 p.m. 

[Received February 4—12: 382 p. m. ] 

15. At a conference in the Legation this afternoon the President 

of the Commission drafted a note for the Honduran Government. 

The note gives assurance that no juridical question is involved and 

again asks for cooperation in making the necessary geographic studies. 

I agreed to the general tenor of the note which will be submitted to 

the Venezuelan member before being despatched by Ziifiiga Montiéfar 

after his return to Costa Rica tomorrow. | 

cw TE te tee ee Corrigan
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715.1715/1891: Telegram So | 

The Representative of the President (Corrigan) to the Secretary — coat 

| sof State | a | a 

PANAMA, February 6, 1939—2 p. m. 2 

— i [Received 4:55p.m.J 00 

18. With reference to my telegram No. 15 dated February 3,6p.m., 

Zifiiga, Montéfar and I discussed the advisability of having the note _ | 

-_ yeferred to therein delivered in person by Ocheltree acting for the 

Permanent Secretariat. Iam inclined to favor this as he could infor- | 

mally explain the technical features of the matter with a view to allay- | 

ing Honduran objections to the aerial reconnaissance. =. a 

: re CorricaAN | 

715.1715/1891 : Telegram | oo | — ne 

| The Secretary of State to the Representative of the President | 

— (Gorrigany | 

___. Wasutneton, February 8, 1939—4 p. m. a 

| 11. Your telegram No. 18, February 6,2 p.m. There is noobjec- 

tion to having Ocheltree deliver the note from the Commission tothe 

Honduran Government. However, it is felt that this could be done - 

by you and Dr. Zifiiga Montifar if the suggested visits to Managua ~ | 

and Tegucigalpa are to be made in the near future. Please report by. — 

telegraph the decision reached with regard to this question, 22° . 

715.1715/1892: Telegram rr as 

The Representative of the President (Corrigan) to the 

| Secretary of State | | 

| Panama, February 9, 1989—noon. 

| [Received 3:13 p. m.] | 

20. Referring to the Department’s No. 11, February 8, 4 p. m. 

There is no possibility that Zaniga Monttifar would accompany me to 

Honduras and Nicaragua without Dr. Rodriguez and no possibility 

that the Venezuelan member can be persuaded to make the visits while 

Honduras persists in present attitude. 

I consider it desirable that Ocheltree proceed alone but after con- 

sulting with me at Panama. Authorization for his travel and per : 

diem is requested. a | CO 

| oe | Corrigan
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715,1715/1892 : Telegram | | | 
se _ -‘The Secretary of State to the Representative of the President | 

| - | a (Corrigan) — So _ 
— Wasneron, February 17, 1939—8 p. m. 
a 14, Your No. 20, February 9, noon. Ocheltree being authorized to 

| | proceed Panama for consultation with you and thence to Tegucigalpa 
on businessof Commission. © nn OS 

715.1715 /1400:: Telegram en, ; / SO So | 

a Lhe Representative of the President (Corrigan) to the. - - 
re Secretary of State — 7 oO 

CO | Pawar, March 6, 1989—10 a. m. 
CO | | | [Received 2:14 p.m.] 

a . 94. The following message has been received from the American | 
Ambassador at Bogoté: Se | 

~ “Venezuelan Ambassador ** submitted to his Government draft note . 
, | proposed by Minister for Foreign Affairs of Costa Rica to be sent by 

a -Mediatory Commission to Honduran Government. Gil Borges 7 _ replied following telegram which Dr. Rodriguez requests that you 
| transmit to Hornibrook ?* together with your comments in order that 

- he may inform Zifliga: = = > | | 
. oo “‘ZGfiiga’s proposal note might create friction between Honduras and Mediatory | Commission. It seems more prudent to me to continue conversations between 

representatives mediators Nicaragua and Honduras in Washington or San José. 
| I spoke to Duggan™ on this matter. It is desirable you exchange ideas with 

Corrigan’. | 

a _ Venezuelan Ambassador would appreciate your keeping him | informed.” | | 
| CorRIGAN 

715.1715/1400: Telegram | 
Lhe Secretary of State to the Representative o } the President 

7 (Corrigan) 

| Wasuineton, March 7, 1939—5 p. m. 
18. Your No. 24, March 6, 10 a.m. What do you suggest? __ 

| How | 

| “Dr. Rodriguez, Venezuelan member of the Mediation Commission. _ _ * William H. Hornibrook, Minister in Costa Rica. | | * Laurence Duggan, Chief of the Division of the American Republics, and 
Adviser to the American delegation to the Eighth International Conference of 
American States, Lima, December 9-27, 1988. On his return from Lima, Mr. Duggan visited Caracas, February 12-20.
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.415.1715/1403 : Telegram a . 

| _ The Representative of the President (Corrigan) to the | 
Secretary of State | 

: a . Panama, March 8, 1939—noon. 
a | [Received 2:11 p. m.] 

27. Referring to the Department’s telegram No. 18, March 7, 5 
p. m., I immediately informed Dr. Rodriguez by telegram of my will- 

| ingness to consider any suggestions for changes which would make the 
_ note to Honduras acceptable to his Government. I shall communi- 

cate his reply tothe Department. — , | 
Oo _ | | —_ CorRIGAN | 

715.1715 /1408 : Telegram | | 

| The Representative of the President (Corrigan) to the Secretary | 
| Oo , of State | 

, ae | | a PanaMa, March 20, 1939—4 p.m. 
oe oe [ Received 6: 48 p. m.] | 

_ 29. The following telegram has been received from Bogoté: __ 

“Dr, Rodriguez requests you be informed that he shares your view 
referred to visit of Ocheltree to Tegucigalpa. Braden.” | 

As all three mediators now concur I shall instruct Ocheltree to pro- | | 
ceed to Tegucigalpa as authorized in telegraphic instruction number | 
14, February 17, 8 p. m., for purpose suggested in my despatch 683 : 
dated March 16 ?? without the note unless Department instructs other- | 
wise. | | | 

CorRIGAN | 

715.1715/1408 : Telegram — | 

The Acting Secretary of State to the Representative of the 
| | President (Corrigan) 

: Wasuinerton, March 22, 1939—11 a. m. 

21. Your telegram no. 29, March 20,4 p.m. Ocheltree’s trip should 
be deferred. Further instructions will be sent by cable as soon as 
possible. | 

Repeated to San José for Ocheltree. 

| WELLES 

* Spruille Braden, Ambassador in Colombia. 
* Not printed. It was proposed that Mr. Ocheltree go to Tegucigalpa with 

technical information to dispel any doubts in the minds of Honduran officials as 
to the justice of the Mediation Commission’s request. 

293800—57——11
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715.1715/1408: Telegram _ a ; ht soe . | 

ss The Secretary of State to the Representative of the President 
| 7 | ~~ (Corrigan) — oo | 

| oe _ Wasurneron, March 25, 1939—noon. | 

ss: 98. - Your telegram no. 29, March 20, 4 p.m. It is believed that for 
obvious reasons the exposition of the point of view of the Commission 
with regard to the desirability of carrying out the proposed aerial 

a survey could be presented to the Honduran Government much more 

| effectively by you and Dr. Zifiiga Montifar than by Ocheltree acting 
| | alone. I am confident that if Dr. Rodrfguez should be unable to ac- > 

| company you he would not interpose any objection to a visit to Teguci- | 
oe galpa by you and Dr. Zifiiga Montifar. I suggest therefore for this 

: | purpose as well as for the reasons outlined in the Department’s tele- 
| - grams no. 1 of January 7,3 p. m. and no. 4 of January 18,6p.m.that 

| you sound out Dr. Ztiliga Montifar on the question of making the 
| visit with the least possible delay. If he is not able to make the visit 

with you, consideration can then be given to the suggested visit to 
Tegucigalpa by Ocheltree for technical discussions on behalf of the 
Commission. — po On 

- [believe that the meeting of the Commission suggested in your des- 
| patch no. 683 of March 16,” could be held more advantageously after 

the visit to Tegucigalpa by you and Dr. Zifliga Montifar when the 
| attitude of the Honduran Government toward the future work of the 

| Commission would presumably have been clarified. However, in order 

to avoid any misunderstanding, it is believed that the meeting should 
be held in San José. 7 | 

Please refer to Ocheltree’s despatch no. 113 of March 15,"* page 2, 
reporting Dr. Zifiiga Montifar’s statement that the decision to re- 
quest the Honduran Government to reconsider its stand on the aerial 
survey had been made on the basis of assurances given to the Depart- 
ment by the Honduran Chargé d’Affaires in Washington that the re- 
quest would receive favorable consideration. You are requested to 
inform Dr. Zifiga Montifar either directly or through Ocheltree that 
no such assurances have been given to the Department. You may wish 
to inform Ocheltree of the foregoing. _ 

HU 

* Not printed.
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a 715.1715/1411 : Telegram | - 7 | | 

The Representative of the President (Corrigan) to the Secretary 
a Oo of State | 

oe Panama, March 28, 1939—1 p.m. 
[Received 3:22 p.m.] 

30. I have informed Ocheltree of the contents of the Department’s 
telegram No. 23, March 25, midnight [noon], and asked him to sound | 
out Licenciado Zafiiga Montifar regarding an early visit with me to - | 
Tegucigalpa. a | 

, Oo CoRRIGAN 

715.1715/1418 : Telegram TO | 

The Representative of the President (Corrigan) to the Secretary 
oc of State . | | 

| _ | | Panama, April 7, 1989—11 a. m. 

| : | _ [Received 5: 29 p. m. | 

84, Referring to the Department’s telegram No. 26, April 6, 4 p. m.” | 

| Ziiiiga Montifar is opposed to visiting Tegucigalpa with me at this 
| time. He is definitely of the opinion that the Commission has to meet 

at San José before further action of any kind can be taken. The 
question of visits would have to be taken up by the Commission at its | 

- meeting. He wants to deal “categorically” formally with the ques- 
tion of the meeting by addressing letters to Dr. Rodriguez and myself 

: inquiring when it would be convenient to come to San José. For us | 
this would be a formality since our readiness to convene has been made | 
clear, see page 10 Legation’s despatch No. 683, March 16,7 but the pro- | 
cedure which he contemplates does not take into account. Rodriguez’s 
views as expressed. The next move must depend upon the attitude of 
the Venezuelan representative. Panama was only suggested as a place 
of meeting with the idea that it would be easier to get Rodriguez to | 
come here than to San José. | | 

| CorRIGAN 

715.1715/1414: Telegram 

The Representative of the President (Corrigan) to the Secretary 
of State 

Panama, April 8, 1939—3 p. m. 
[Received 7:21 p. m.] 

35. Supplementing my telegram No. 34, April 7, 11 a. m. Since 
Zinhiga and myself are agreed upon the advisability of an early meet- 

*Not printed; it inquired regarding Dr. Zfiiga Montéfar’s attitude 
(715.1715/1411). | 

* Not printed.
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ing of the Commission I have asked Ocheltree to suggest to the Presi- | 

dent of Commission that he send a (not categorical) letter or telegram 

to Dr. Rodriguez apprising him of our feeling and asking what would 

| be the earliest date that he could join us. a 
| , | CoRRIGAN — 

715.1715/1414: Telegram | | . _ | | 

| | The Secretary of State to the Representative of the President 
| | (Corrigan) | 

| | Wasuineton, April 10, 19839—4 p. m. | 

27. Your telegrams No. 34, April 7, 11 a. m., and No. 35, April 
8,38p.m. It is bélieved that the proposed meeting of the Commission 
in San José might serve the purpose of clarifying the course of the __ 
mediation for the near future and would moreover constitute an indi- a 

| cation that the mediation has not been abandoned. However, it is 
believed that the meeting should not be permitted to result in any cat- 
egorical action which would tend to place responsibility for the con- | 
tinuance of mediation on either of the parties to the dispute. - Expe- | 
rience has shown, as exemplified recently in the final settlement of the __ 
Chaco controversy,?’ that the exercise of unremitting patience on the 
part of the mediators over a long period of time can lead to successful a 

| termination of difficulties which at times may appear insurmountable. 
| It is my opinion that the members of the Commission should continue 

to be guided in their efforts by these considerations. | 

715.1715/1417 : Telegram | | . | 

The Representative of the President (Corrigan) to the 
| | Secretary of State 

Panama, April 16, 1939—2 p. m. 
[ Received 8: 40 p. m. | 

38. Referring Legation’s telegram No. 34, April 7 and No. 35 of 
April 8, on April 12 the President of Mediation Commission sent a 
telegram in clear to the Venezuelan member indicating my agree- 
ment that the Commission should meet at San José to discuss pending 
questions and requesting him to indicate the earliest date when he 

| could meet in order “to communicate it to the foreign Governments 

of Honduras and Nicaragua”. On April 15 Dr. Rodriguez acknowl- 
edged receipt of this telegram stating that he had referred it to his 
Government. 

" See Foreign Relations, 1988, vol. v, pp. 89 ff.



BOUNDARY DISPUTE BETWEEN HONDURAS AND NICARAGUA 159 

. Zihiga Montifar explained to Ocheltree that he had not used word- 
- Ing suggested by me as Rodriguez might seek a way out. The wording | 

| used apparently contemplates plenary sessions with the delegations : 
instead of an executive meeting of the Commission only. 

This would be, in my opinion, inadvisable until after proposed 
visit to Tegucigalpa. , 

| | CorRIGAN 

--115,1715/1418 : Telegram oe | oe | 

The Representative of the President (Corrigan) to the 
Secretary of State | 

| | _ Pawama, April 21, 19394 p-™m. 
| a [Received 7:27 p. m.] 

39. I have received the following telegram from Braden: | 

| “For your advice and with request that you please inform Licenci- 
| ado Zuhiga Monttfar, Dr. Rodriguez states that he will depart in a | 

few days for Caracas on Embassy affairs and he will there decide | 
date of departure for San José in agreement with Venezuelan 
Chancellery.” : 

Ocheltree informed. © : 
| | CorRIGAN 

715.1715 /1417): Telegram | | = | 

The Secretary of State to the Representative of the , 
| President (Corrigan) 

Wasuineron, April 22, 1939—3 p. m. 

31. Your telegram 38, April 16, 2 p.m. It has been our under- 
standing that it was the intention of Dr. Zifiiga Montufar to arrange 
an informal meeting of the Commission, without the presence of the | 
representatives of the disputant parties, primarily for the purpose 
of deciding on the most suitable procedure to obtain the agreement 
of the Government of Honduras to the carrying out of aerial photo- 
graphic surveys. It was also understood that the meeting was in- 
tended to prepare the ground for visits by members of the Commission 
to Tegucigalpa and possibly Managua. 

The necessity for the presence at this time of representatives of 
Honduras and Nicaragua is not apparent. On the contrary it is 
believed that the calling of “plenary sessions” in the absence of a very 
definite understanding with regard to the program to be followed 
would only result in confusion and might tend to impede the course 
of the mediation. |
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While it is not desired to take a categorical stand on this question, 

‘it is suggested that you may consider it desirable to communicate — 

a informally with Dr. Zuniga Monttfar in the sense of the foregoing , 

observations. ss” a | SO | 

oe | a Hott 

q15.1715/1421: Telegram = a | 

| The Representative of the President (Corrigan) to the 

Secretary of State | a | 

| Oe Panama, April 25, 1939—3 p. m. | | 

| | a [Received 6: 46 p. m. ] | 

- 40, As suggested in Department’s confidential telegram No. 31, . 

| April 22, 3 p. m., I communicated observations to Zuniga Montifar 

through Ocheltree. The latter replies as follows: _ | - 

| | “Referring to the Department’s telegram regarding the next meet- | 
| ing of the Mediation Commission, the President of the Commission 

| has no intention of convening the delegations for this meeting. If _ 

Dr. Rodriguez is unable to meet at an early date the President of the 

Commission intends to inform the Governments of Honduras and 

Nicaragua of this fact as the explanation of the delay on the part 
of the Commission in dealing with the mediation. | 

_ He has never shown any enthusiasm for the proposed visits to 

Tegucigalpa and possibly Managua and when this is suggested he 

may favor instead the sending of a note to the Government of Hon- 
duras requesting that Government to reconsider its note of December 

31, 1938 ** regarding the survey. However, he has stated that. the 
question of visits should be taken up when the Commission meets.” 

-CorricaNn 

715.1715/1430 | | 

Memorandum of Conversation, by the Under Secretary of State 

| (Welles) . 

[Wasuineton,] May 17, 1939. 

The Venezuelan Ambassador ”° called to see me this morning. The 
Ambassador said that in his last conversation with the President the 

latter had expressed his urgent desire to visit Venezuela once more 

and that he hoped that his program would make it possible for him 
to make such a visit before long. The Ambassador told me that he 

had communicated this statement of the President to President Lépez- 

Contreras and that he had now received a message from his President 

% See telegram No. 98, January 6, 11 a. m., from the Assistant to the Repre- 

sentative of the President, p. 148. 
* Didégenes Escalante. |
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saying that nothing would give the Government and people of Vene- | 
_ gZuela greater satisfaction and pleasure than to have the President visit 

Venezuela and that he earnestly hoped that the President would find 
it possible to make such a visit in the near future. I told the Ambas- 
sador that I would be happy to transmit this message to the President. 
~The Ambassador then said that he had had the occasion the other 

day of talking with the Nicaraguan Foreign Minister and that Dr. 
Cordero Reyes had expressed the feeling of the Nicaraguan Govern- 
ment that the mediation proceedings between Nicaragua and Honduras — 

_ were dragging on in a very unsatisfactory way and asked whether it 
would not be possible for negotiations to be resumed and expedited. 
The Ambassador said that of course, as I knew, certain difficulties had 
now arisen because of the bad feeling which existed between the Vene- 
zuelan and Costa Rican Foreign Offices as a result of the failure of 
Costa Rica at the Lima Conference to abide by the assurances which it 
had given Venezuela to support Caracas as the seat for the next inter- _ 
American conference. The Ambassador said that as a result of this 
incident the Venezuelan Legation in Central America had been moved 
from Costa Rica to Guatemala and the Venezuelan representative on _ 
the Mediation Commission, Dr. Rodriguez, had been told not to at- 
tend the meeting of the Mediation Commission were such meeting to 
be held in San José. The Ambassador further said that when Dr. 
‘Rodriguez and Dr. Corrigan had expressed their desire to have a meet- 
ing of the Mediation Commission held in Panama, the Costa Rican 
Foreign Minister had refused to attend the meeting in that city on 
the pretext that until the boundary incident between Panama and 
Costa Rica had been settled he could not appropriately visit Panama. 

The Ambassador then inquired what my feeling in the matter might 
be. I said that in the first place I deeply regretted to learn of the fric- 
tion which had arisen between the Venezuelan and Costa Rican For- 
eign Offices and that if there were anything this Government could 
do to smooth matters over in order that the misunderstanding might 
be eliminated, we would be only too happy to do what we could in 
the matter. The Ambassador seemed much pleased with this sugges- 
tion and said that he would communicate with his Foreign Minister, 
Dr. Gil Borges, and advise me of the latter’s feeling with regard 
thereto. 

I then said that with regard to the procedure of the Mediation Com- 
mission I had myself talked at some length with President Somoza 
and Dr. Cordero Reyes and had obtained the very definite impression 
that President Somoza felt that when he visited Honduras next month 
some basis for an agreement between the two countries might arise 
from his personal conversations with President Carias and it seemed 
consequently that we might let matters rest until we learned whether 
these conversations gave any ground for optimism as to the finding
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of a solution. I said that it seemed to me that immediately thereafter 
the members of the Mediation Commission should have a meeting and 
that I hoped they then would agree to make personal visits to Managua 
and Tegucigalpa which I had always believed was the proper proce- 

7 dure.to follow. The Ambassador then inquired whether this Govern- 
ment would be willing to have a meeting of the Mediation Commission 
held in Washington. I said that of course in principle the hospitality 
of this Government was always available for meetings of this kind 
which were intended to find solutions by pacific methods of difficulties 
arising between the various American republics, but that in this case 
I thought it would be very unwise for such a suggestion to be made 
unless the Government of Costa Rica sincerely desired that such a 

| | step be taken and officially advised us that they desired that a meeting 
be held in Washington. I said I knew by experience that Costa Rica 
was very jealous of her prestige in having her own capital the seat 
for the mediation conferences and that I thought it would be inexpedi- 

| ent for this Government to give any indication with regard to its 
willingness to have Washington as the seat of the next meeting until 

- and unless Costa Rica informed us that she so desired. The Ambas- 
sador said he. understood this situation fully and thought we had 
better await the results of President Somoza’s visit to Honduras before 
deciding anything further. 

As he left the Ambassador again urged that the experts desired by 
the Venezuelan Government for customs and related questions be 
selected and sent to Venezuela without further delay. He said that 
the Venezuelan Congress adjourned the 4th of July andthatashehad 
told me before it was indispensable that these experts be selected and __ 

, if possible be present in Venezuela before that date. I told the Am- 
bassador I would look into the matter at once and do what I could 
to expedite a solution. 

| S[umner|] W[ELLEs | 

715.1715/1426: Telegram — 

The Representative of the President (Corrigan) to the 
Secretary of State 

Panama, May 19, 1939—11 a. m. 
| [Received 4:04 p. m.] 

53. Reference the Legation’s despatch No. 741, May 6,°° the Vene- 
zuelan member, after consultation with his Government, approves 
sending Ocheltree to Tegucigalpa on a technical errand for the Medi- 
ation Commission to familiarize Honduran Government officials with 
geographic studies now in the hands of the Permanent Secretariat at 

” Not printed.
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San José. | President of the Commission has been informed through 
Ocheliren Oe | oe Oe  Conmraasr 7 

| TABATAB/142T: Telegram 
_ The Representative of the President (Corrigan) tothe: .:: 

| Secretary of State | | - - 

; | , ae Panama, May 22, 19394 p. m. 
| [ Received 6:54 p. m.] | 

55. Reference Legation’s telegram No. 53. The President of the | 
_ Commission is in full agreement that Ocheltree visit Tegucigalpa at | 

: this time to present to the Government of Honduras the geographic a 
data which he suggests be referred further to as “some points which == 
have been considered by the Commission.” Department’s approval 
of Ocheltree’stravel requested. © 

715.1715/1427 : Telegram " ) | a — nn 

_ The Secretary of State to the Representative of the President. 

(Corrigany | 

- _- -Wasurneton, May 24, 1939—7 p. m. 
_ 46. Your telegrams No. 53, May 19, 11 a. m., and No. 55, May 22, | 
4 p.m. In view of reports that President Somoza intends to visit | 
Tegucigalpa in order to discuss with President Carfas a possible solu- | 
tion of the boundary problem, I do not consider it wise for the Com- 

mission or Mr. Ocheltree to take any action at this time. Ocheltree’s 
proposed visit to Tegucigalpa should therefore be deferred. | 

_ I think that the Commission should bear in mind the possibility of 
carrying out the visit following the conversation between the two 
presidents if it then appears that the visit should be desirable. = 

715.1715/1481 : Telegram De nC | | 

The Secretary of State to the Representative of the President 
(Corrigan) a 

, | , WasHineton, May 27, 1939—2 p. m. 

| 48. The following message has been sent to the Embassy at Bogota: 

“Tt will be recalled that the Venezuelan Government has been reluc- 
tant to authorize Dr. Rodriguez to confer in San José with Dr. Zifiga 
Montifar and Dr. Corrigan regarding the Nicaraguan-Honduran 
boundary dispute. The Department has just been informed by the 
Venezuelan Ambassador here that the Venezuelan Government now 
has no objection whatever to a meeting of the mediators in San José 
whenever deemed necessary, and has been requested to communicate 
this information to the interested parties. re : 
“Would you please take suitable occasion to inform Dr. Rodriguez
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| | _ of the foregoin adding however, that. in the judgment of this Gov- 

a ernment it Soul seem preferable to defer a meeting of the mediators _ | 
- until after outcome of the visit of President Somoza to Honduras is | 

a known.” | | ee | 

o- You may desire to communicate this information to Dr. Zitifliga 
| Montifar. co en ce Hu 

- - 715.1715/1440b: Telegram | | | | 
‘The Secretary of State to the Minister in Nicaragua (Nicholson) | 

- —  Wasemneron, July 6, 1989—7 p. m. 
_. 48. We are of course greatly interested in learning of the results 

a of President Somoza’s discussions with the President of Honduras 

--- regarding the boundary situation. If you have not already done so, 

a kindly take an early opportunity to inquire informally of President 
| _Somoza and submit a telegraphic report. coe eS 

This telegram is being repeated to Tegucigalpa with the following 
| : additional paragraph: | | oo | So 

“Although I question whether it would be desirable to seek an. 
| ss interview with President Carias for the purpose of inquiring along 

the foregoing lines, the Department would appreciate a report by — 
a | telegraph on any results of the meeting which you can discreetly - 
- obtain” =.) | | 

a 715.1715 /1441: Telegram — | ae | , | 

_ - The Minister in Honduras (Erwin) to the Secretary of State 

ae —  Peucreatpa, July 7, 1939—10 a. m. 
| [Received 1:08 p. m.] 

| 19. Department’s telegram No. 15, July 6, 7 p. m.* On July 3 
when I called on President Carias to invite him to the Fourth of July 
reception at the Legation we discussed informally the visit of Presi- 
dent Somoza to Tegucigalpa. The President told me that the bound- 
ary controversy between Honduras and Nicaragua was touched only 
in general terms in his conversation with the President of Nicaragua 

and no agreements were reached. 
ERWIN 

715.1715 / 1443 : Telegram 

The Minster in Nicaragua (Nicholson) to the Secretary of State 

Manaeva, July 10, 1939—4 p. m. 

[Received 9 p. m.] 
72, Referring to the Department’s telegram No. 43, July 6, 7 p. m. 

In informal conversation yesterday Somoza stated that he had dis- 

“Not printed, but see telegram No. 48, July 6, 7 p. m., to the Minister in 
Nicaragua, supra.
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cussed the question with both Ubico *? and Martinez ** and obtained 
from each a guarantee that he would protect his own boundary with os, 
Honduras and that no revolutionary anti-Honduran troubles would 

| originate in his own country. | | | 
Somoza said he knew that Carias was responsible for the lack of 

attention in the Honduran press to his visit and just prior to his arrival 
had repeatedly published the laudo * to induce the Honduran citizen | 
to recognize no other stand. During the visit Carias had apparently 
avoided offering an opportunity to discuss the boundary question but | 
Somoza seized the.occasion to discuss it fully with him at the Govern- 
ment banquet. Carfas said at once that Honduras stood by the laudo. 
Somoza stated to him that the Nicaraguan postage stamp had answered | 
Honduran but had not asserted territorial claim in the same manner 

that both Ubico and Martinez gave guarantees above to which he | 
added Nicaragua.*** He promised the President of Honduras that 
Nicaragua. would not make war on its neighbors. (He amended this | 
later in the same conversation reiterating what he has frequently said. | 
to me-by adding “unless Honduras provokes us”) The award of the 

| Commission, Somoza said to Carfas, would doubtless be such as to give | 
neither country all it claimed. It might be necessary for Nicaragua | 
to accept less than it claimed and for Hondurastodothesame. | 

| Somoza says that Carfas merely replied that perhaps some accept- oe 
able settlement could be reached but did not commit himself nor repeat 
his earlier reference to laudo. Somoza feels that Carfas fears for his 

| ability to retain office and is inaccessible to informed advisers. His 
opinion of Carias appears not to have changed since my personal 
letter of August 19, 19388 * to Mr. Duggan reporting a conversation = 
with Somoza on the boundary question. To my direct question in 
yesterday’s conversation Somoza replied unequivocally that he sup- : 

| ports the Mediation Commission and is prepared to accept its decision. | 
Somoza will inform the Under Secretary fully through his Minister | 

of his interview with Carias.  _ | 
_ He plans to visit Costa Rica at. some time as yet undetermined and | 

will discuss this question fully when there. _ Oo | 
Please instruct if you wish any part of this telegram repeated to 

other posts. | | 
= NICHOLSON 

*® Jorgé Ubico, President of Guatemala. | | 
* Maximiliano Hernandez Martinez, President of El Salvador. $$ 
* Award of December 23, 1906, British and Foreign State Papers, vol. c, p. 1096. 
“8 Sentence apparently garbled in transmission. . 
* Not found in Department files.
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| 715.1715/1445b: Telegram = So - . : | ae 

| The Secretary of State to the Minister in Costa Rica (Hornibrook) 

| | | ‘Wasuineron, July 11, 1939—7 p. m. 

$4. For Ocheltree. Please convey the following message for Cor- | 

rigan to Licenciado Zifiiga Montifar and report his reply by tele- 

’ “Are you agreeable to having Ocheltree proceed now to Tegucigalpa 
on the technical errand (i. e. explanation of geographic data to the _ 

— Honduran Government) which we agreed to postpone until after 

President Somoza’s visit with President Carias?. oe 
| } . Jf you see no objection I should like to have him proceed at once 

and then come to Washington for a conference before I depart for | 
Venezuelan = = = § |... —_ a | a | 

| _Asimilar message has been sent to Dr. Rodriguez.” * 

If neither commissioner obj ects (Bogot& will inform you direct), 

| you are instructed to proceed at once to Tegucigalpa for the purpose 

| indicated and proceed thence to Washington. _ re 
| _ The Department plans to assign you temporarily to the Legation 7 

at, Port-au-Prince, Haiti, for a period of about 2 months while the 
| Minister is on leave enabling you to return to San José.before date of — 

- reconvening the Commission. BF | 
_ Ascertain Ziifliga’s reaction to setting October 1 as a tentative date | 

_ for a preliminary meeting of the Commission. (without the delegates) 
_ to formulate a program. - ee 

| 715.1715/1447: Telegram - i oe . - / a ' oo 

. - The Assistant to the Representative of the President (Ocheltree) 
| an to the Secretary of State co 

; OO San José, July 13, 1989—11 a.m. 
= Oo | [Received 1:30 p.m.J] — 

| 7. Referring to Department’s telegram No. 34, July 11, 7 p. m., 
Licenciado Ziftiga Montifar has consented to my visiting Teguci- 

_ galpa in connection with the mediation and has agreed to setting 
October 1st as a tentative date for an executive session of the Com- 
mission. 

Iam proceeding to Tegucigalpa by plane tomorrow. 

With reference to the Department’s telegram No. 35,3” please inform 
me at Tegucigalpa whether airplane travel to Washington is author- 
ized. | 

OcCHELTREE 

“Not printed. The Ambassador in Colombia replied that Dr. Rodriguez was 
entirely agreeable. 

a yclegram No. 35, July 12, 7 p. m., contained travel orders (715.1715/1445b 
suppl).
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715.1715 /1449:: Telegram | 

- The Assistant to the Representative of the President (Ocheltree) | 
| 7 : to the Secretary of State | | | 

so  ercteapa, July 15, 1939—11 a. m. | 
| : | - . [Received 5: 05 p. m.] 

9. For Corrigan. Before leaving San José the President of the : 
Commission furnished me with a letter to the Honduran Foreign 

_ Minister and notified him by telegram of my expected arrival. He | | 
also explained the purpose of the visit to the Minister of Nicaragua 
at San José. » : oe | 

At the airport at Managua Dr. Cordero Reyes said he was writing 
an air mail letter to the Under Secretary regarding President Somoza’s | 
visit to Tegucigalpa. Dr: Cordero Reyes stated that it had always 
been his opinion that the boundary question with Honduras could 
not be settled by bilateral action and that the recent visit of the 

| President of Nicaragua to Tegucigalpa had confirmed this opinion. 
In an interview this morning with the Minister of Foreign Affairs 

of Honduras he said that President Carias would give me an oppor- | 
tunity to present the geographic data on Monday at an hour to be 
indicated later. Be i 

| oO 7 7 | OcHELTREE 

| 715.1715/1450 : Telegram 7 — | 

The Assistant to the Representative of the President (Ocheltree) to 
| the Secretary of State 

| | : TrGucicaLPa, July 17, 1939—5 p. m. 
[Received 8: 42 p. m.] 

10. For Corrigan. The geographic data was presented under favor- 
able circumstances to President Carias and other officials of the Hon- 
duran Government this afternoon in the Casa Presidential. I was _ 
accompanied by Secretary of Legation Salter. 

The Chief of Protocol has stated on several occasions that if any 
result is to be expected from the presentation of the material I should 
also stop over at San Salvador to make similar presentation to Dr. 
Lainez ** in whom the President has largely confided Honduras’ rela- 
tions with the Mediation Commission. In view of this the Depart- 
ment’s authorization 1s requested to stop over at San Salvador. I am 
leaving Tegucigalpa by plane on Wednesday and would leave San 
Salvador on Friday. 

| OcHELTREE 

“Chairman of the Honduran delegation to the mediation conference and 
Minister of Honduras in El Salvador.
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715.1715/1450 : Telegram CO 7 

a | The Secretary of State to the Minister in Honduras (Erwin) — 

ao | | | | WasHIneTon, July 18, 1939—6 p. m. 

oe 18. For Ocheltree. Your No. 10, July 17,5 p.m. Authorization 

granted for stopover in San Salvador to make presentation to Dr. 

| Lainez, but before leaving Tegucigalpa you should satisfy yourself 

| that this action will be entirely agreeable to the Honduran Govern- 

ment. - Co = a 

715.1715/1458 : Telegram Bo ee ee 

_ - The Assistant to the Representative of the President (Ocheltree) — | 

to the Seeretary of State = 

oo po — . FReceived 1:15 p.m] 

11. For Corrigan. Referring to the second paragraph of the | 

Department’s telegram of July 18 to Tegucigalpa, the Honduran Min- | 

ister of Foreign Affairs furnished me with a letter to Dr. Lainez. _ 

‘This morning Dr. Lainez carefully studied the geographic data with 

| considerable interest but refrained from making any comment. | | 
Iam leaving by plane on Friday direct to Washington. 

| | OCHELTREE 

715.1715/1454 - : - oO 

Memorandum. of Conversation, by the Under Secretary of State 
(Welles) | 

| [Wasuineton,] July 20, 1939. 

Dr. Caceres, newly appointed Minister of Honduras, called to see me 

today to present his respects in his new capacity. I told him what 

great pleasure it gave me to welcome such an old friend, who had been 

in Washington for so many years, as Minister of his country. 

I asked Dr. Caceres if he had any information with regard to the 

boundary dispute between his country and Nicaragua because I won- 

dered whether he felt that any satisfactory progress had been made 

during the course of the visit to Tegucigalpa in conversations between 

| the President of Nicaragua and the President of Honduras. Dr. 
C&ceres professed complete ignorance of what might have transpired 
in those conversations. He said, however, that he believed from com- 
munications that he had received from his Government that any for- 
mula for a solution that might be proposed, provided it evaded the 

_ difficulty of declaring void the arbitral award of the King of Spain, 
would offer a ground for solution not unacceptable in principle to his
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Government. I asked the Minister who in his opinion was really in 
charge, on behalf of his Government, of these boundary negotiations. 

_ _-He told me that while Sefior Lainez had a good deal to say about it, 
he nevertheless believed that the final authority was the present | 

| Foreign Minister, Sefior Aguirre. I told the Minister that I hoped 
he and his Government would bear in mind the fact that this Gov- | 
ernment was always ready to do whatever it could, provided both 
Nicaragua and Honduras so desired, to facilitate a friendly solution 
and that we were gladly continuing our participation in the Media- a 
tion Commission with the hope that the Commission might prove 
successful in assisting the two Governments in reaching a final and 
equitable adjustment ofthecontroversy, | | 

| : On ) S[cumner] W[eties] | 

715.1715/1459 So 7 od 
Lhe Chargé in Honduras (Salter) to the Secretary of State 

No. 768 | : Treucieatpa, August 12,1939. 
| _ [Received August 17.] 

_ Str: I have the honor to report that Don José Augusto Padilla, the 
Honduran engineer who was a technical adviser to the Honduran : 
delegation to the San José Mediation Conference and who is now per- 
manently employed in an advisory capacity in the Foreign Office, : 
called voluntarily at the Legation a few days ago and had a brief con- 
versation with me. a | 

, Mr. Padilla spoke principally about the recent visit to Tegucigalpa 
of Mr. John B. Ocheltree, the Secretary of the American member of 
the Mediation Commission. As the Department is aware, Mr. Ochel- _ 
tree visited Tegucigalpa during the middle of July for the purpose 

' of exhibiting to President Carias and other interested Honduran offi- 
_ Cials certain slides which had been made in the Department. The 

President, as Mr. Ocheltree informed the Department, viewed the 
slides at the Casa Presidencial on July 17, 1939. | 

| Mr. Padilla told me that he enjoyed seeing Mr. Ocheltree again and 
_ took advantage of the opportunity to talk very frankly with him about 

the Honduras—Nicaragua border controversy. He said that the effect 
of showing the slides was to bring home clearly the fact that existing 
maps of the territory in dispute are inaccurate. This, however, he has- 
tened to point out, was already known to the Hondurans. 

Mr. Padilla intimated that the Government of Honduras is very 
much opposed to a new map of the region until it is agreed before 
the Mediation Commission to accept the validity of the Award of the 
King of Spain. Then, he added, Honduras will be ready to aid in the 
preparation of an accurate map of the area in dispute.
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He concluded his remarks by stating that it must not be forgotten 
that the thesis of Honduras in the controversy is the validity of the 

| Award, and the Honduran Government cannot and will not agree to | 
| take any steps which might tend to weaken this stand. An aerial sur- 

| vey of the territory, undertaken before the validity of the Award is 
_ agreed to, might tend to weaken Honduras’ position, he observed. He 

| pointed out that he realized Honduras may lose territory by a survey 
and drawing of an accurate map, if the boundary is fixed according 

| to the Award of the King of Spain, but the Government is willing to 
| take this risk in order to have its contention accepted.  — 

- Respectfully yours, : | rep K. Satrer 

715.1715/1465: Telegram | ee | 7 

| The Chargé in Honduras (Salter) to the Secretary of State 

| _ Teeucteatpa, October 25, 1939—3 p. m. 
ne [Received 9:15 p. m.] 

49, Lardizabal, the Chief of Protocol, today informed me in strict __ 
confidence and on his own initiative of the following contemplated 
action by the Honduran Government in connection with the Honduran- 
Nicaraguan boundary question. — eo . _ , | 

| Lardizabal said that the technical adviser of the Honduran delega- 
tion to the Mediation Conference was told recently in Panama City by 
Sefor Montifar that Dr. Corrigan and Montifar would meet soon 

| to discuss question of ending the mediation. en - | 
| My. informant stated that Honduras would prefer not to have the 

mediators meet now. The Foreign Minister has drafted a note to 
Monttfar asking for a postponement of the projected meeting of the 
commission, but the protocol chief persuaded him not to send it. 
~The Foreign Office has now called the Ministers of Honduras in 

Salvador and Managua to Tegucigalpa for consultation on the sub- 
ject. Lardizabal stated that the Government plans to persuade their 
[Minister?] at San Salvador and head of the Honduran delegation to 
the Conference at San José, to make a special trip to Washington to 
suggest to the Department that projected meeting be postponed and 
that no steps be taken for the present by anyone concerned with the 
dispute. Lardizabal will oppose sending the Minister to Washington. 
He has asked me to ascertain whether the meeting is actually scheduled | 
to take place. If the Department can supply any pertinent informa- 

| tion which I may give to my informant, I should appreciate being 
informed thereof as soon as possible. | 

SALTER
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715.1715/1466 : Telegram | 

The Chargé in Honduras (Salter) to the Secretary of State 

| | TEGUCIGALPA, October 27,1939—10a.m. 

| [Received 1: 18 p. m. | 

43. Reference is made to the Legation’s telegram No. 42, October | 

25. I have just been advised confidentially that in his conversation 

with Montifar at Panama City the Honduran technical adviser asked 

whether the mediators would affirm the validity of the Alphonso 

award in their final report, and he was told that the view of Nicaragua 7 

on the King’s decision must be considered by the Commission. This 

reported statement by Montifar has considerably disturbed Honduran 

officials, and they hope that no action will be taken by the Mediation _ 

Commission at this time. Foreign Office official informs me that, in 

view of the European situation, it would be most unfortunate for the 

boundary dispute to flare up again and be discussed in the press and 

radio. Honduras desires that the status quo in the matter be main- | 

tained for the present. | 
| SALTER | 

715.1715/1465 : Telegram 7 

The Secretary of State to the Chargé in Honduras (Salter) | 

| WaAsHInGTon, October 27, 1939—6 p. m. | 

31. Your telegram no. 42, October 25,3 p.m. It is our understand- 

ing that Dr. Corrigan and Dr. Zafiiga Montiéfar have exchanged cor- = 

respondence with regard to the possibility of holding a meeting of . 

the Mediation Commission sometime in December without the pres- 

ence of representatives of Honduras and Nicaragua, for the purpose 

of considering the future course of the mediation. ) 

| The Department is convinced that the mediation proceedings afford 

perhaps the most effective ‘means of bringing about a solution of this 

long-standing dispute and has never entertained the thought of rec- 

ommending their termination. Moreover, the Department has 

received no intimation from any source that there is a disposition on 

the part of the other members of the Commission to terminate the 

- mediation. Please communicate the foregoing informally to the 

Chief of Protocol or other appropriate officials of the Honduran Gov- 

ernment. 

It is hoped that with this explanation the Honduran Government 
will desist from any efforts to oppose the proposed meeting, but in 
the event that it maintains contrary views, it is believed that any com- 

munication or consultation on the subject should appropriately be held 

with the President of the Commission in San José rather than with 

the Department. 

293800—57——12
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For your confidential information the Department considers that | 
| it would be highly undesirable for any special representative of the 

Honduran Government to come to Washington in this connection and | 
if this proposal is again brought to your attention, you should . 
endeavor discreetly but firmly to discourage it. | 

| - Please keep the Department closely informed of all developments. | 
| | | | | Huu 

[No further meeting of the Mediation Commission was held in 
| 1939. ] | |



. DISPUTE BETWEEN GUATEMALA AND THE | 

| UNITED KINGDOM ?* —_ 

714,44415/48 oO 

Memorandum of Conversation, by the Secretary of State 

, | [Wasuineron,| March 1, 1939. 

The Minister of Guatemala called on his own request. He said that , 
he had called to keep this Government reminded of the suggestion that 

it informally confer with the British Government in an effort to pro- 

| mote progress in the settlement of the boundary controversy between __ 
Great Britain and Guatemala. He also handed me a large bound | 
volume called the White Book? which, he said, contained the entire 

'. record in the controversy. I thanked him for this book and added that 
naturally since I had been suffering from an attack of influenza during» 
the past three weeks and more, I was able to give attention only to the 

emergency matters arising in the Department. Ithensaidthatrecall- | 

ing my conferences with Dr. Salazar, the Foreign Minister of Guate- 

mala, on the subject, I had planned to discuss the matter in an entirely 

informal way, not on its merits, of course, but from the standpoint of | 

endeavoring to facilitate the settlement of the controversy. The Min- 

ister said he appreciated the situation as did his Government and that 

they would be very appreciative of anything I might thus say tothe _ 

British. | _ 
| oe C[orpert] H[ vr] | 

-'714.44A15/49 | 

The Chairman of the Senate Committee on Foreign Relations | 

: (Pittman) to the Secretary of State | | 

| | Wasuineton, March 14, 1939. 

My Dear Mr. Secretary: I have the honor to transmit to you here- 

with, for your consideration and any recommendation or report you 

may feel disposed to make, the resolution (S. Res. 100) requesting in- 

formation concerning the territorial rights of the Republic of Guate- 

mala. 
With expressions of respect, I am 

Sincerely, Kery Prrrman 

Continued from Foreign Relations, 1938, vol. v, pp. 202-209. 
? Ministry of Foreign Affairs, Republic of Guatemala, White Book, Controversy 

Between Guatemala and Great Britain Relative to the Convention of 1859 on 
Territorial Matters: Belize Question (Guatemala, October 1938). 
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/ i | [Enclosure] a | | 

| Senate Resolution 100, 76th Congress, 1st Session | 

| | In THE SENATE OF THE Unrrep STATES __ | 

| > March 18, 1939 | | | 

Mr. Reynolds submitted the following resolution; which was referred 
_ tothe Committee on Foreign Relations oo 

RESOLUTION : Oo 

: Resolved, That the Senate of the United States requests that the - 
Secretary of State submit to it (if not incompatible with the public 
interest) information as to what, if anything, is being done by our 
Government toward protecting, as a part of the Monroe Doctrine, the 

| alleged territorial rights of our sister Republic of Guatemala in its 
dispute with Great Britain over Belize (British Honduras), as evi- 
denced by the White Book recently released by the Guatemalan Gov- 
ernment protesting the procedure of Great Britain and appealing to | 
the universal concurrence of civilized nations to. come to her aid; and 
in which the Guatemalan Government has unsuccessfully urged that 
Great Britain accept President Franklin D. Roosevelt as arbitrator. | 

| T1444A15/51 a | oO ca 

The Minister in Guatemala (Des Portes) to the Secretary of State 

| No. 841 | | Guatemaza, March 15, 1939. 
| [Received March 20.] | 

Sir: Referring to previous correspondence from this Mission with 
respect to the British Honduras-Guatemalan boundary dispute, I have 
the honor to enclose herewith copies and translation of a note addressed 

- to this Legation * during my recent absence in the United States. | 
Foreign Minister Salazar points out in his note that pursuant to con- 
versations which he held with the Secretary of State and Assistant 
Secretary Adolf A. Berle at the recent Lima conference,‘ during 
which both expressed the “desire to know the question in detail”, he 
has sent instructions to the Guatemalan Minister at Washington, Dr. 
Adrian Recinos, which are to be communicated to the Department. 
A copy of these instructions (a translation * of which is enclosed here- 
with) was attached to the note under reference with the suggestion 
that they be transmitted to the Department. 

A few days ago the Minister for Foreign Affairs sent the Chief of 
Protocol of the Foreign Office to the Legation to inform me of the 
continued interest of his Government in the question, and at the same 
time to leave with me a draft memorandum which refers in part to 
his note of February 11, and which reads in translation as follows: 

* Not printed. 
“See Foreign Relations, 1938, vol. v, pp. 1 ff.
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Memorandum for the Legation of the United States | 

The Ministry for Foreign Affairs of Guatemala has the honor to 
inform the Honorable Legation of the United States of America: 

| | I - . . 

On February 8, 1939, the Ministry for Foreign Affairs addressed 7 
the Guatemalan Legation in Washington in order that, in conformity 
with the conversation which Secretary Salazar had the honor to have | 

_ with the Honorable Cordell Hull on board the 8S. S. Santa Maria, 
he approach the Secretary of State and beg his friendly cooperation 
in the Belize matter which is being discussed between the Chancelleries _ 
of Guatemala and London. - 

oe IT | | 

| The Government of Guatemala desires that experts of the Depart- 
ment of State study the problem of Belize, together with our Minister 

| in Washington, as presented in the historic and diplomatic docu- _ 
mentation which is contained in the official publication called The | 
White Book: and that the Government of the United States give us | 
its friendly advice in conformity with the results of the study. | 

oo a | Ir Oo a | 

The Ministry for Foreign Affairs gave instructions to Minister 
Recinos and a copy of these instructions was handed to that Honorable 
Legation in order that, through its means, it come to the attention of 
the Secretary of State. Oo | 

ee IV a - | 

The Ministry for Foreign Affairs, duly instructed by the President 
of the Republic, begs of the Minister of the United States his valuable 
influence in the Department of State in order that, whenever it may 
be possible, the wishes of President Ubico be acceded to. 

I have the honor further to report that in a recent interview with So 
_ President Ubico, he spoke at some length on the British Honduras 

_. dispute, taking the occasion to state his belief, as he has done before, | 
_ that England would immediately settle the dispute if the United , 

States Government would manifest an interest in the matter. At the | 
same time he informed me that the Guatemalan Government would 
be perfectly satisfied if an agreement could be reached whereby “the 

| territory up to the Sibiin river would be returned to Guatemala”. 
Respectfully yours, Fay Auten Des Portes 

714.44415/49 : 

The Acting Secretary of State to the Chairman of the Senate 
| Committee on Foreign Relations (Pittman) 

, | Wasuineton, March 23, 1939. 

My Dear Senator Prrrman: I have received your letter of March 
14, 1989 with which you transmit a copy of Senate Resolution 100
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with regard to the dispute between the Republic of Guatemala and 
Great Britain over the territory of British Honduras. — | a 

This dispute was referred to the Department in a note dated Septem- 

ber 10, 19365 from the Acting Minister of Foreign Affairs of Guate- 

mala in which it was asked that “the United States would be so kind 

as to interpose its moral prestige . . .° in favor of the right of Guate- . 

mala in this matter”. The reply of the Department stated that __ | 

“Tt is assumed that Your Excellency’s request contemplates the ex- . | 
tension of good offices on the part of the United States to the end that 
a solution of the controversy satisfactory to Guatemala and Great : 
Britain may be reached. Should this.assumption be correct, I am 
glad to state that the Government of the United States will make avail- 

| able its good offices in the event that the British Government joins - 

with that of Guatemala in requesting such good offices. 
oa _ “T£ Your Excellency had in mind the submission of the controversy 

to arbitration by the United States, my Government would of course 
| | be glad to consider the possibility of acting as arbitrator in the matter, 

provided Guatemala and Great Britain jointly requested its assist- 

anceinthatsense. — _ . ) | 

| “TI shall be glad to give further consideration to Your Excellency’s 
| note of September 10, 1936, upon a reply from Your Excellency clar- 

_ ifying the scope of the request which Your Excellency wishes to 

| make.” oe | a OO 

_ Subsequently the Guatemalan Government in a note dated July > 

| 21, 1987 proposed to the British Government the arbitration of the dis- 
- pute by the President of the United States. The British Government 
accepted the proposal of arbitration but in view of its opinion that 
the dispute was essentially legal in character, proposed that the prob- 
lem be submitted to the Permanent Court of International Justice of 

| The Hague. When the Guatemalan Government declined to accept | 
-* arbitration by the Permanent Court, the British Government stated — 

. _to the Guatemalan Government “that it would serve no useful purpose 
| to pursue the matter further and that they have therefore no option _ 

- but to treat the present boundary of British Honduras . . -§ as con- 
_stituting the correct boundary.”* The reply of the Government of 
Guatemala, as published on page 432 of the White Book referred to 
in Senate Resolution 100, stated that it | 7 

“renews its demand for integral compliance with the Convention of 
1859,° maintains the reservation of its rights, and rejects responsi- 
bilities for the consequences of non-compliance with a treaty, respect 

° Foreign Relations, 1987, vol. v, p. 121. | 
* Omission indicated in the original. 
* See Guatemala, White Book, p. 431. 
°Convention between Great Britain and Guatemala relative to the boundary 

of British Honduras, signed at Guatemala, April 30, 1859, British and Foreign 
State Papers, vol. XLxx, p. 7, .
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for which has been continuously solicited precisely by the Govern- | 
~ ment of Guatemala.” a a | | 

I wish to assure you that this Department has a very real interest 
in the settlement of pending boundary controversies in this hemi- | 
sphere, whether between two American Republics or between one of | 
the American Republics and a European state, and that it continues 
to stand ready to contribute in any practicable and proper manner to 
the early conclusion of a pacific settlement of this dispute. 7 

| Sincerely yours, | | _ SumMNeErR WELLES 

714.44415/51 7 | 

The Secretary of State to the Minister in Guatemala (Des Portes) : 

No. 291 oe WASHINGTON, June 8, 1939. © 
| Sm: With reference to your despatch No. 841 of March 15, 1939 | 

and previous correspondence concerning the controversy between 
Great Britain and Guatemala over matters relating to the boundary , 
between British Honduras and Guatemala, you are requested to deliver 
the enclosed memorandum personally to President Ubico. You may | 
inform him that a similar memorandum is being handed to the British | 
Ambassador in Washington. a | | 

Very truly yours, _ For the Secretary of State: 

| | | SUMNER WELLES 

a _ [Enclosure] | . | 

Memorandum To Be Handed to the President of Guatemala (Ubico) 

| ~ The Government of the United States has had its attention drawn 
| on a number of occasions to the controversy which has unfortunately 

existed for many years between the United Kingdom and the Repub- 
lic of Guatemala over matters relating to the boundary between that | 
country and British Honduras. It is understood that the controversy | | 

is concerned primarily with the application and interpretation of the 
Treaty of 1859 between the two Governments, in which connection it 
is recalled that an agreement for carrying out certain of the provi- 
sions of that Treaty was entered into in 1863 * between representa- | 
tives of the Government of the United Kingdom and of Guatemala, 
but that it was never ratified by either party. 

In October, 1938, the Government of Guatemala published a White 
Book relating the history of this controversy and giving the texts of 

*° Handed by the Under Secretary of State to the British Ambassador, June 15. 
Hor text of the convention signed August 5, 1863, between the Plenipoten- 

tiaries of Guatemala and of Her Britannic Majesty to give compliance to article 
VII of the convention of April 30, 1859, see Guatemala, White Book, p. 245.
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documents and official correspondence including notes exchanged at : 

various times between His Majesty’s Government and the Guatemalan 

Government with respect to the possibility of a settlement. The most 

oe recent correspondence on that subject apparently began on February , 

21, 1933, on which date the British Chargé d’Affaires ad interim in 

Guatemala City addressed a note to the Guatemalan Minister for 
Foreign Affairs regarding the desire of His Majesty’s Government 
that the delimitation of the boundary between British Honduras and 
Guatemala be undertaken. In the exchange of notes which ensued 
there was discussed likewise the question of the fulfillment of the pro- 
visions of Article 7 of the Treaty of 1859 regarding the establishment , 
of a means of communication between British Honduras and Guate- __ 
mala City. Unfortunately the two Governments were unable to reach 

* an agreement concerning the questions at issue, and no recent progress | 
appears to have been made toward a settlement. — oo 

The Government of the United States naturally has no desire to 
express any opinion either as to the merits of the issues involved or 
as to possible methods of adjustment. It has, however, a very genuine 
interest in the friendly settlement of any dispute the existence of 

| which tends to impair the cordial relations now prevailing in this 
7 hemisphere, and it accordingly could but view with the most profound 

) satisfaction the initiation of practical steps toward an equitable solu- 

tion of the present problem. | 
During recent years very notable progress has been made in the | 

settlement of boundary disputes in the New World. | 
The solution of the Tacna Arica problem ™ occurred in 1929 after —_— 

| fifty years of controversy between Chile and Peru. Incidents in the 
Leticia area between Colombia and Peru brought those countries 

| almost to the verge of hostilities before an amicable settlement was 
effected in 1934.%* The solution of the Chaco controversy between 
Bolivia and Paraguay ** was one of the most important achievements | 
for peace during the past year and as a result the relations of the two 
countries are now on a cordial and satisfactory basis. In 1933 the 
Governments of Guatemala and Honduras accepted a mutually satis- 
factory arbitral settlement of their frontier, which has since been 
delimited.** Although territorial problems still exist as between Peru 
and Ecuador," and between Nicaragua and Honduras, these contro- 
versies have recently been the subject of amicable negotiation, giving 
rise to the hope that final settlements may not be impossible of attain- 
ment. 

7 “ See Foreign Relations, 1929, vol. 1, pp. 720 ff. 
* See ibid., 1934, vol. 1v, pp. 321 ff. 
* See ibid., 1938, vol. v, pp. 89 ff. 
** See ibid., 1932, vol. v, pp. 372 ff. 

~ ® See pp. 141 ff.
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~The Government of the United States would look with especial 
pleasure upon a renewal of efforts on the part of the Governments of 

Great Britain and Guatemala to obtain a satisfactory adjustment of 
the problems relating to the British Honduras-Guatemala frontier, 
and it is the earnest hope of the Government of the United States that 
steps in that direction may be undertaken at an early date. A friendly , 
solution of this long-standing controversy would be a signal example, 

__ particularly timely in view of present world conditions, of the value 
of the pacific method of settlement of international differences. © 

— A similar memorandum is being transmitted to the British Govern- : 
ment. | - | : 

WASHINGTON, June 8, 1939. | | | 

714.44A15/66 | | 

The Minister in Guatemala (Des Portes) to the Secretary of State | | 

No. 966 | . Guatemara, August 12, 1939. 
| a | [Received August 17.] | 

Sir: I have the honor to report a very interesting conversation 
which took place here in the Legation a few days ago with Don Delfino : 

Sanchez Latour, Chief of Protocol ... | | oe | 

Mr. Sanchez Latour informed me that President Ubico asked him ) 
to let me know that he was becoming very much fed-up over the in- 
action and delay in the negotiations with the British Government 
regarding the “Belize dispute”. Mr. Sanchez Latour further 
informed me that the President had decided to wait one month longer, 7 
and that if the negotiations were still at a standstill, he, President 
Ubico, would then send a note to every American Republic, asking for 
their cooperation in the settlement of this dispute. He further 
informed me that after sending this note to the different American 
Republics and, if he failed to get action or cooperation from them, 
that he, the President, expected to withdraw any further cooperation 

of the Guatemalan Government in the other Conferences of American 
Republics. Mr. Sanchez Latour then went on to say that Guatemala 
had withdrawn from the League of Nations for this same reason, that 
is, that the President had seen no good that the small nations of the 
world were receiving from the League, and that when Guatemala 
withdrew from the League of Nations quite a few other nations did 
likewise, and that he believed if Guatemala withdrew its cooperation 
from the Conferences being held by the American Republics, that 
there would be other nations which would do the same. 

I told Mr. Sanchez Latour that I was very sorry that the President 
felt this way. 

Following this, Mr. J. P. Armstrong, President of the International 
Railways of Central America, a British subject, and a very close friend
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of President Ubico, came to call on me day before yesterday, and in 
the conversation he informed me that President Ubico had sent Mr. 
Sanchez Latour out to his home a few days ago, and Mr. Sanchez _ | 
Latour had told him practically. word for word the same story the 
President sent me. It occurs to me that this may only be a threat that ) 

| President Ubico is making to try and force our Government to aid him 
in forcing the British Government into action, but still he may carry — 
out his threat, and it could probably have some very serious conse- _ 

quences. ne | | - | 

| Respectfully yours, oO Fay Auten Des Portes | 

714.44A15/66 ns | 

| The Under Secretary of State (Welles) tothe Ministerin | 

a Guatemala (Des Portes) | 

| . | 7 _ -- Wasutneton, August 25, 1939. 

Oo My Dear Mr. Minister: I have read with interest your despatch 

_ no. 966 of August 12, 1939, in which you report a conversation with 

a the Chief of Protocol of the Guatemalan Foreign Office with regard 

| to the intention of President Ubico of enlisting the support of the | 

other American republics in the controversy with Great Britain over 
| _ theterritory of Belize. 7 | 

I believe that it would be highly regrettable for the contemplated 

action to be taken at this time, as the intervention of other American 

republics in the controversy might make it difficult for this Govern- 
‘ment to continue to take active interest in the conclusion of an amica- 
ble settlement of the dispute. Furthermore, such intervention might 
be considered by the British Government as constituting grounds for | 
declining to resume negotiations. | 
-I do not wish to suggest that you should make any representations 

to the Guatemalan Government with regard to this question, but it 
occurs to me that if the Chief of Protocol or other officials of the | 
Guatemalan Government should again refer to the reported plan of 
President Ubico, you could be guided in your conversation by the 
foregoing observations. 

With my very kind personal regards, I am | 
Sincerely yours, SumMNER WELLES 

714.44A15/77 Te 

The Minister in Guatemala (Des Portes) to the Secretary of State 

No. 994 GuaTEMALA, September 13, 1939. 
[ Received September 27. ] 

Str: With reference to my telegram No. 36 of September 12, 7 p. m., 
1939,1* I have the honor to enclose herewith a copy and translation 

* Not printed.
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of a Memorandum, No. 13340, of September 12, which the Legation 

has received from the Foreign Office, in which the possible inclusion — 

of a resolution regarding the Belize question in the program of the 

forthcoming Panama Conference ?° is discussed. | 

As reported in my telegram under reference, I was at pains in pre- 

senting the suggested agenda to the Foreign Minister to mention that 

my Government hoped that the Government of Guatemala would not 

propose the addition to the agenda of any questions not directly perti- | 

| nent to the purposes of the Conference. The receipt of this Memo- 

- randum consequently came as a complete surprise. So 

The Department will note that the Memorandum asks whether the 

‘United States would be disposed to back a resolution to be proposed | 

by Guatemala at the Conference which would recommend to the : 

study of the American Governments the territorial question between | 

Guatemala and Great Britain, with the eventual purpose of reaching _ 

a declaration of continental solidarity in favor of Guatemala in this _ | 

question. | , | | 

The Memorandum is, as reported in my telegram, but one more 

evidence of the determination of President Ubico to get something 

| - done in regard to the Belize question in the immediate future. The 

| Legation has received information from a variety of sources in recent 

weeks (see, for example, despatch No. 966 of August 12, 1989), that a 

this was the case. To a certain extent this may be discounted as 

having been given to impress the Legation with the President’s 

seriousness, but the President’s stubbornness in pursuing his convic- 

| tions suggests that he must be rebuffed very gently if this is to be 

done. | | | 

- I understand that the British Minister called on the President a | 

day or two ago to express his Government’s appreciation for the 

resumption of service on the Guatemalan sterling debt, and tried 

to impress on him the difficulty of giving adequate consideration to 

the question in the Foreign Office at the present time. In spite of the 

obvious truth of this, the President, so I understand, was obdurate 

that something be done about the matter in the immediate future. 

I am also informed that the German Minister called on the Presi- 

dent on his return and expressed sympathy for the Guatemalan claims. 

In this connection the Minister of Finance, Gonzalez Campo, informed 

a friend that Guatemala would receive Belize within a year—from | 

Germany. The remark was merely a manifestation of Gonzalez — 

Campo’s well known German predilections, but the thought behind it 

might well work on President Ubico’s mind if he accomplished noth- 

ing by other means. 

The Memorandum under reference, then, is but one move in a well 

planned campaign inspired by the President's determination to get 

See pp. 15 ff.
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something done in the Belize question. It looks to the recommenda- 
tion by the Panama Conference that the American Republics study 
the question, and to an eventual declaration of American solidarity : 

| _ with Guatemala. If the recommendation is sidetracked—as it pre- | 
sumably must be—President Ubico is almost certainly going to be 
annoyed, and may rock the Pan American boat or take other action | 
which would be detrimental to United States interests. The. Presi- , 
dent. is clearly of the opinion that only by making a rumpus can he 
express his determination to have the matter settled. I therefore | 

| respectfully recommend that, if the Guatemalan request is rejected, _ 
| | every effort be made to show consideration for Guatemalan suscepti- | 

bilities. a Oo : | 
a Respectfully yours, Fay Atzten Des Porrss | 

714.44A15/75. BS | SO 
The Minister in Guatemala (Des Portes) to the Secretary of State 

| No. 1002 a | Guatematra, September 20, 1939. 
—_ a | | os [Received September 25.] | 

. Sir: With reference to previous reports regarding the Belize ques- - 
tion, I have the honor to inform the Department that several develop- 

| ments have recently occurred in connection therewith, the most notable 
| of which is that the British Minister in this city is reported to have 

received instructions to begin negotiations to settle it. | 
| As already reported in my despatches No. 966 of August 12, 1939, | 

| and No. 994 of September 13, 1939, the President has determined to 
_ press for an immediate settlement of the Belize question. Inendeav- _ 
oring to bring pressure he appears to have temporarily abandoned | 
the idea of doing this through financial measures, inasmuch as he has 
now made good the June 30 default on the Guatemalan sterling debt. 
His latest idea, as particularly revealed by the memorandum enclosed 
with despatch No. 994, is to line up the American Republics solidly 
behind him and thereby embarrass Great Britain to the maximum 
extent possible in its relations with the Americas. The President is 
reported to hold the view that, inasmuch as eighty years of polite note 
writing and dignified protests have not accomplished anything toward 
remedying the wrong which Great Britain had done Guatemala, it is 
time to try more vigorous methods, which in similar cases have recently 

_ produced results in other parts of the world. There is no reason to 
suppose that, to a man of the President’s temperament, who is in a 
position at the present critical time to cause a very considerable 
amount of embarrassment, there will be any reluctance to cause that 
embarrassment, particularly after the barren results which mildness 
has hitherto secured. Counsels of prudence do not carry much con- 
viction because of this latter circumstance.
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The local press has mentioned several items which show the measure 
of success which has attended the President’s efforts to attain a con- 
tinental solidarity in favor of Guatemala’s claims. Despatch No. 993 - 
of September 12, 1939,?° mentioned two articles recently written in | : 
the Costa Rican newspapers regarding the question. On September 
18 Nuestro Diario transcribed an editorial which had been published 
in La Noticia of Managua supporting the Guatemalan claim. More- 
over, E7 Imparcial on September 19 published a speech made by a | 
Chilean Senator before the Congress of that country, upholding the 
Guatemalan contention. The evidence, taken in conjunction, clearly | 
indicates that Guatemala is conducting a systematic campaign to se- | 
cure the adherence of the other American nations to the resolution | 

| of continental solidarity mentioned in the memorandum sent on Sep- 
tember 12, 1989, to this Legation. | 7 | - 

I am very confidentially informed that the British Minister has | 
- just received instructions from his Government to begin negotiations | 
with the Guatemalan Government regarding the Belize question. Up- : 
on what basis these negotiations were to be undertaken was not men- | 

| tioned. The Minister himself has informed me that he has just recom- 
| mended to his Government that it accept President Ubico’s earlier - 

proposal that the controversy be submitted to the arbitration of Presi- __ | 
dent Roosevelt (this recommendation was evidently made subsequent, 
to the receipt of the above mentioned instructions). An official of the | 
Foreign Office has confirmed to me that no negotiations have as yet 

| been undertaken. | oe a 
I am also confidentially informed .. . that the Foreign Minister | 

. . . did not wish to convey President Ubico’s demands to the British 
Minister upon the latter’s arrival in this country, and that therefore | | 
the President entrusted this task to his friend. This gentleman (whose | 
information I consider absolutely trustworthy) states that President — 
Ubico demanded all of British Honduras south of the Sibun River, 
and £1,000,000, with which he agreed to pay off the British ‘sterling . 

debt. — et a 7 3 
I am under the impression that the British Minister . . . is of the | 

opinion that the only hope of settling the controversy : . . is to accept 
the earlier Guatemalan proposal of arbitration by President Roosevelt. 

The President is thus apparently determined to press for an im- 
mediate settlement and to utilize his nuisance value to the full in 
attaining his ends. For the moment he is invoking the continental 
solidarity of the Americas in support of his claims. He is evidently 
backing this by a propaganda campaign. The British Minister has 
been authorized to start negotiations looking to the settlement of the 
controversy, but has suggested to his Government that Great Britain | 

-* Not printed. oo | oo Se De
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accept the earlier Guatemalan proposal to submit the matter to the Q 

- arbitration of President Roosevelt. Se 

7 | Respectfully yours, oo | Fay Aten Des Portes) 

| 714,44A15/80 | : | | - 

The Minister in Guatemala (Des Portes) to the Secretary of State 

No. 1003 GUATEMALA, September 22, 1939. | 
OS | -_- [Received September 28. | | 

Sm: With reference to my telegram No. 39 of September 21, 4 : 

| p. m.2?_ I have the honor to enclose herewith a copy of the note re- / 

a garding the Belize dispute handed by the British Minister to the | 
| Guatemalan Foreign Office on September 20, 1939.27 As reported in — 

| my telegram under reference, the Minister gave me a copy of this | 

note the following day. The Department will observe that the note . 
a declares it to be the British Government’s intention to reopen negotia- - 

- tions regarding the Belize question as soon as the war situation per- 

 mnits. od | | oe | 

- The British Minister was obviously pleased at having received the 

| instructions to hand in this note. He said that his cabled instructions 
| had arrived two days before, but that they had been so badly garbled _ 

that he had been able to deliver the note only on September 20. He 

- wished to inform the local press immediately of the intention of the 
- British Government to resume negotiations, but I pointed out to him 

: that this was the President’s pet problem of the moment, and that, | 

| being out of town, he might be irritated at having a major develop- 

ment in this matter known to the public before he had heard of it. 

| The British Minister then intimated that, before saying anything to 

- the press, he would make certain that this would be agreeable to the 

| President. a i | 
The Minister also mentioned to me that agitation by the Guate- 

- malan Government, either at the Panama Conference, or in the Latin 

American press, might cause his Government to modify its present 

intention to reopen negotiations with regard to the question. 

_ The Secretary of the British Legation on the evening of September 

21 intimated in a private conversation that prior to the delivery of this 
note, but evidently subsequent to the first instructions regarding the 
reopening of the negotiations received by his Minister (See Despatch 
No. 1002 of September 20, 1939), the Minister’s recommendation to 
his Government that the question be submitted to the arbitration of 
President Roosevelt, as once proposed by Guatemala, had been rejected 

7 Not printed. 
* For text, see Ministry for Foreign Affairs, Republic of Guatemala, Continua- 

tion of the White Book . . . Belize Question, III (Guatemala, April, 1941), p. 131.
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| by the British Foreign Office. The Secretary said:that the Foreign a 
Office considered one man arbitration out of date. The Secretary also 
stated that it had been very difficult.even to persuade the British | 

| Foreign Office to authorize the sending of the note under reference. 
‘This of course may have been said for effect, but there are other indi-— 

| cations that the Foreign Office is as unenthusiastic about endeavoring , 
to settle this question as President Ubico is zealous to secure a hand- : 

some settlement quickly. rr ee 
This morning the Chief of Protocol personally delivered to me a | | 

confidential covering note enclosing a copy of the British note and a a 
copy of the Guatemalan reply thereto. A copy and translation of the : 

Guatemalan reply is enclosed with this despatch.2* This exchange of a 
notes was published by the Foreign Office this evening. The Depart-. | | 
ment will observe that the Guatemalan note receives the British 
statement cordially, although its generally friendly tone may per- | 
haps be said to be slightly marred by the reference to the “lapsed | 
Convention of 1859.” OO ee | 

I took the occasion afforded by the delivery of this note to mention | 
to the Chief of Protocol that it would be dangerous to the success of 
the negotiations if an effort was made by Guatemala at the present | 
time to secure the open backing of the other American Republics in > 7 
this dispute. The Chief of Protocol has now informed me that : 
instructions have been sent to Foreign Minister Salazar, whois now 
in Panama, informing him of the British note, and directing him to : 
await the arrival of further air mail instructions before taking any __ | 

| action on his earlier instructions. The Chief of Protocol stated in our | 
second conversation that after my talks with him, he had no doubt | 
that the President would cease his efforts to obtain the declaration of 
continental solidarity in support of Guatemala’s claims envisaged by 
the Guatemalan Memorandum of September 12, 1939.24 

The generally cordial tone of the two notes, particularly the British, 
in conjunction with the sympathetic action of President Ubico in order- 
ing the resumption of service on the Guatemalan sterling debt, should 
create an atmosphere favorable to the initiation of the negotiations. 
At the same time, even the British Minister’s ideas of generosity in 
the problem seem to fall far short of the minimum which President 
Ubico would accept as a direct settlement. There seems unfortunately 
to be an equal disagreement regarding arbitration. Moreover, it must 
again be emphasized that President Ubico is impatient for a settle- : 
ment of this question, and that the more favorable atmosphere which 
has apparently been created may well be dissipated, so far as the 

* For text, see Guatemala, Continuation of the White Book, III, p. 132. 
™ Not printed ; see despatch No. 994, September 13, p. 180.
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- -. Guatemalan Government is concerned, if the British note is not soon 
| ‘followed up by some concrete proposal. - rs 

| The British Minister has thus handed the Guatemalan Foreign | 
Office a note stating that the British Government intends to reopen 

| negotiations regarding the Belize question, as soon as the war situation 
oo permits, on the basis of proposals already under consideration by the 

| British Foreign Office before the outbreak of the war. Thisnote,and 
. likewise the Guatemalan acknowledgement thereof, were couched in 

generally cordial terms. President Ubico has evidently been per- 
: suaded to desist from his plan to secure a declaration of continental / 

solidarity by the American Republics in support of the Guatemalan : 

| | claims. The British Foreign Office seems to have rejected the British 
. -Minister’s recommendation that the question be submitted to the 

| arbitration of President Roosevelt, as earlier proposed by Guatemala. 
| While the atmosphere thus seems to be much improved for starting 

: negotiations, it must not be assumed that it will be easy or even nec- 
| essarily possible to find a solution which will be satisfactory to both 

Guatemala and Great Britain. — a | 

, Very respectfully, Fay Auten Des Portes 

| , 714,44415/73 : Telegram Se 

‘The Secretary of State to the Minister in Guatemala (Des Portes) | 

| — | WASHINGTON, September 23, 1939—3 p.m. _ 

| 87. Your despatch no. 994 of September 13 and telegram no. 39, 
| September 21,4p.m.5 | 
a Please inform the appropriate officials of the Guatemalan Govern- | 

- ment that the British Embassy in Washington has communicated to 

the Department in an aide-mémoire dated September 21° what is | 
| apparently the substance of a recent British note on the subject of the 

- dispute over the boundary of Belize. The atde-mémoire indicates that 
the British Government proposes “as soon as the war situation per- 
mits, to reopen negotiations with the Guatemalan Government on the 
basis of new proposals which were in fact actually forming the sub- 

ject of careful consideration when hostilities broke out”. | 
It would seem appropriate for you to state to the Acting Foreign 

Minister that in view of the intention of the British Government to 
reopen negotiations, the matter would seem to be progressing favor- 
ably so that its consideration by the 21 American countries at Panama 
would seem premature. You may state that this Government is in- 
forming its delegate at the Panama meeting of the memorandum dated 
September 12, 1939, presented by the Guatemalan Government and is 

* Latter not printed. 
* Not printed. |
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confident. that he will give sympathetic attention to any views which 

Dr. Salazar may care to express. Oo 

For your confidential information, the Department approves the 

efforts which you have made to discourage the Guatemalan Govern- 

ment from bringing the subject of this dispute into the Panama meet- | 

ing, and hopes that on account of the British note the Guatemalan 

Government will not press the questionat Panama. 

The foregoing has been repeated to Mr. Welles.” | | 

7 14,44A15/ 79: Telegram . 

The Under Secretary of State (Welles) to the Secretary of State — 

| : Panama, September 24, 1939—6 p. m. | 

- | | [Received 7: 14 p. m.] 

11. Your 12, September 23, 3 p. m.2® In a conversation which I had | 

yesterday with Doctor Salazar he informed me that he had definitely 

determined not to bring up directly or indirectly the question of 

Belize since in his opinion the present attitude of the British Govern- 

ment made it unnecessary and since in any event he did not consider it | 

a proper subject for discussion at this meeting. I told him that I was | 

| heartily in accord with the views he expressed and that he could con- } 

| tinue to be assured of our desire to do everything we could to be help- oe 

ful to the two governments involved in bringing about a satisfactory | 

| solution of the controversy. | | - 

«.-914.44415/76: Telegram — TT - 

| The Minister in Guatemala (Des Portes) to the Secretary of State 

— GUATEMALA, September 25, 1939—6 p. m. 

| | 7 [Received 10:37 p. m.] 

40. Department’s telegram No. 37, September 23,3 p.m. The De- 

‘partment will note from despatch No. 1003, of September 22, that I 

| had already apparently dissuaded the Guatemalans from raising the 

Belize question at Panama. I conveyed the other points in the De- | 

partment’s telegram to the Acting Secretary this afternoon. __ 

: The Acting Secretary read to me parts of a despatch from Mr. Sala- 

zar stating that Mr. Welles had informed him that the Department | 

had received a note from the British Embassy stating that the British 

would reopen negotiations after the termination of war. ‘The | 

* Sumner Welles, then at Panama, as delegate of the United States of America 
to the meeting of the Foreign Ministers of the American Republics for Consul- 

tation under the Inter-American agreements of Buenos Aires and Lima, held at 

Panama, September 23—October 3,.1939 ; see pp. 15 ff. 
* See last paragraph of telegram supra. a 

2938005718 OO |
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despatch added that Mr. Welles had spontaneously promised to make | 
vigorous representations to the Embassy upon his return to Washing- | 
ton that there was no relation between this question and the termina- = —=—> 
tion of hostilities. . | a | 

The Acting Secretary said that his Government was disturbed at 
, this because the war might last several years. He added that the | 

/ British had asked that the matter be omitted at Panama City and that 
a the local propaganda, be curbed and also said that the Germans were 

_ broadcasting propaganda to the effect that this was a case in which 
| Great Britain had broken a treaty with a weak nation. The Acting 

Secretary expressed the fear that the British might be merely play- 
| ing for time. oo | | 

| I point out that neither the British note to the Foreign Office nor | 
_ the Embassy’s note to the Department as quoted in the Department’s 

: telegram spoke of the termination of the war. The Acting Secre- 

, tary was very pleased at this information and again expressed his Gov- 
- ernment’s appreciation for our efforts in the matter. __ | 7 

| _ Repeated to the Under Secretary at Panama. © 
| | re | Des Portss 

| 714.44A15/81 os | 

The Minster in Guatemala (Des Portes) to the Secretary of State | 

No. 1008 | | Guaremata, September 27, 1939. | 
[Received October 2.] | 

Sir: With reference to my telegram No. 40 of September 25, 6 
p.m., 1939, I have the honor to discuss the developments in the Belize | 

: question which have occurred since September 22 (see my despatch 
No. 1003 of that date). | | : 

As reported in my telegram under reference, I did not immediately 
call on the Acting Foreign Minister, Licenciado Carlos Fern4ndez 
Cérdova, to discuss with him the points mentioned in the Depart- 

| ment’s telegram, inasmuch as the major point—the question of whether 
the Belize dispute should be brought before the Panama Confer- 
ence—appeared already to have been settled. On Monday after- _ 
noon, however, I informed him that the Department had received a 
note evidently worded in almost precisely the same language as the __ 
note which the Guatemalan Foreign Office had received, and that Mr. 
Welles would be glad to give sympathetic attention at Panama to any 
views which Mr. Salazar might express. 

Respectfully yours, | Fay Auten Drs Portes
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714.44.A15/91 SO Oo 

Memorandum of Conversation, by the Acting Secretary of State 

| _ [Wasnineton,] November 14, 1939. a 

The British Ambassador” called to see me this morning by 

appointment. | | OO 

At the conclusion of our conversation the Ambassador said that , 

he was very gratified to be able to inform me that the British 

Government. had determined to propose to the Government of Gua- | 

temala the immediate arbitration of the controversy between Gua- 

temala and Great Britain involving the frontier between Guatemala | | 

and British Honduras and the provisions of the Treaty of 1856 [7859]. | 

The British Government intended to propose as the arbitral tribunal 

an ad hoc tribunal composed of international lawyers, provided the 

President of the United States would agree to appoint as umpire 

on such tribunal an American citizen. The Ambassador said that 

| if the President consented to take such action, his Government trusted 

| that the President would select as umpire some outstanding judge | 

in the United States, preferably an Associate Justice of the Supreme | 

Court. a ) : , 

I told the Ambassador that it would give me much pleasure to 

- submit this information to the President for his decision, and that 

I believed the determination arrived at by the British Government 

would be warmly received on this continent and would have very | 

favorable results in stimulating the rapid solution of all existing 

boundary controversies by means of arbitration. | : 

os | - S[umyer] W[exxss] 

| 714,44A15/91 | | | | 

The Acting Secretary of State to the British Ambassador (Lothian) | 

) Wasuineton, November 15, 1939. 

My Dear Ampassapor: With reference to our conversation of 

November 14, the President has today asked me to let you know 

that he will gladly assume the responsibility of designating. a citizen | 

of the United States to serve as the umpire on the ad hoc tribunal 

of international lawyers to undertake the arbitration of the con- 

troversy between the British and Guatemalan Governments. | 

Upon notification by you that the preparations have been com- 

pleted and a final agreement has been reached, the President will | 

be glad to inform you of the name of the individual whom he selects. 

I communicated to the President the indication of your Government 

| *° Marquess of Lothian.
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that it would favor the designation of some outstanding judge in | 
this country as umpire. Lo | | 

- Believeme, | | - | | | 
Yours very sincerely, = Sumner WELLES 

714.44A15/85a : Telegram a | , a 
| The Acting Secretary of State to the Minister in 

Guatemala (Des Portes) | 

- : | | Wasutneron, November 15, 1939—5 p.m. 

51. The British Ambassador yesterday informed me that the British | 
Government was now prepared to propose to the Government of 
Guatemala the arbitration of the controversy between the two Gov- 

Do ernments by an ad hoc tribunal of international lawyers, provided 
the President of the United States would agree to select. a United 

| States citizen as umpire on the tribunal. The President has today | 
| authorized me to inform the British Ambassador that he will be glad 

, to accept this responsibility. | So | | 
I assume consequently that the British Government will in the 

immediate future inform the Guatemalan Government of the pro- 
posal above mentioned, but because of the conversation I had with 
Dr. Salazar in Panama, I shall appreciate it if you will inform him 

: of the above for his confidential information, and express to him 
my great pleasure that arbitration of this dispute will now be possible 
and that the umpire will be an American citizen. Please extend to — 
him my personal felicitations on the success of his long and patient 
negotiations in this matter and state that this development appears 
to me to be a further happy indication that boundary controversies 
on this continent are susceptible of solution by juridical procedure. 

WELLES 

714.44A15/89 | 

| The British Ambassador (Lothian) to the Under Secretary 
: of State (Welles) | | 

Wasuineton, November 20, 1939. 
Dear Mr. Unper Secretary: Thank you very much for your letter 

of November 15th in which you informed me that the President had 
intimated that he would be prepared to nominate a citizen of the 
United States to serve as umpire on the ad hoc tribunal of international 
lawyers which it is suggested should be set up to arbitrate in the con- 
troversy between His Majesty’s Government and the Guatemalan Gov-
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ernment. As I said at our interview on November 14th the terms of 
reference to this tribunal would be to arbitrate as to the alleged non- : 
fulfilment by His Majesty’s Government of the convention of 1859: 
between Great Britain and Guatemala. Article 7, I understand, is the 
question in dispute. 

I am naturally very glad to hear of the President’s decision, and am 
most grateful to him for having responded so quickly to our suggestion 
and to you for your kind assistance in the matter. I am informing the 
Foreign Office of the President’s reply and will of course let you know 

| how matters develop. oe | 
Believe me, my dear Mr. Under Secretary, | 

| Yours very sincerely, Lorian 

%14,.44A15/87 : Telegram | 

_ The Chargé in Guatemala (Cabot) to the Secretary of State | | 

| - Guatema.a, November 27, 1939—1 p. m. 
| | [Received 4:27 p. m.] 

57. The Secretary of the British Legation informs me that his Gov- 
ernment will insist upon an important reservation in connection with 
the proposal outlined in the Department’s telegram No. 51, Novem- 
ber 15, 5 p. m. to wit: that the arbitration shall be confined to the con- 
sequences of the nonfulfillment by Great Britain of the 1859 Treaty. 
Although he denied that this reservation would absolutely prevent | 
the Arbitral Tribunal from rendering a decision providing for any 
territorial readjustment his earlier remarks made it reasonably clear 
that this was the object of the reservation. 

| It appears from comment made to the Legation by Foreign Office 
officials that the President would be willing to accept the proposal 
foreshadowed in the Department’s telegram but that he is not en- 

_ thusiastic about it. It seems improbable, however, that he will accept | 
the British proposal with a reservation excluding the possibility of 
territorial readjustment inasmuch as Guatemala now holds that the 
1859 Treaty is void. 

The Department may wish to consider whether the fact that the 
Guatemalan Government was not informed by this Legation of a 
reservation which the British Government apparently intends to in- 
corporate in its proposals might not eventually give rise to suspicions 
which would jeopardize the success of the negotiations. 

The British Legation while fully informed of the proposals has evi- 
dently not yet been instructed to present them. | 

CaBor
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714.44A15/88: Telegram | , : 

: The Chargé in Guatemala (Cabot) to the Secretary of State 7 

oe GuatTeMALa, December 5, 1939—6 p. m. : 
. 7 | [Received 9:28 p. m.] : 

| | 60. The Foreign Minister informs me that his Government has as 
| yet heard nothing from the British Legation regarding the forth-| 

7 coming British proposals outlined in the Department’s telegram 
No. 51, November 15, 5 p. m. 7 | oO 

: | | | | | —— CaBor 

714.44415/92 | 
Memorandum of Conversation, by the Chief of the Division of the 7 

| | American Republics (Duggan) | 

| 7 a [Wasuineton,] December 5, 1939. 
The Minister * informed me that he had received a letter from Sefior 

| _.. Don Carlos Salazar, the Minister for Foreign Affairs, suggesting that 
-. he have an informal chat with me to ascertain whether this Govern- 

ment was aware of any new developments with regard to the dispute 
| with Great Britain over Belize or had further information as to ex- 

actly the scope of the proposed arbitration. Dr. Recinos stated that 
naturally Dr. Salazar, having worked for so many years on the dis- 

| pute, was desirous of pushing its solution as rapidly as possible toa __ 
— conclusion. : : oe 

IT informed Dr. Recinos that we also did not have a clear idea of ex- . 
actly what sort of arbitration the British were prepared to accept. In 
an endeavor to secure a more precise definition, Mr. Welles had de- a 

_ . cided to approach the British Ambassador again. ‘This would prob- 
ably be done some time during the week so that we might know more 
of the British attitude in the near future. | | 

The Minister stated that he knew Dr. Salazar would appreciate this 
further effort on the part of the United States to advance the matter 

and that he would deeply appreciate my informing him opportunely | 
of any further information that might be secured from the British 

_ Ambassador regarding the intentions of his Government. 

714.44A15/89 a 

The Under Secretary of State (Welles) to the British Ambassador 
(Lothian) 

| Wasuineton, December 8, 1939. 

: My Dear Mr. Ampassapor: I wish to refer to your note of Novem- 
| ber 20 with regard to the proposal for arbitration of the Belize matter. 

* Adrian Recinos, Guatemalan Minister.
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Advices received from Guatemala convey the impression that the Oo 

Guatemalan Government might be reluctant to proceed to arbitration _ 

unless the arbitral compromise include some provision for settlement 

of the fundamental issues involved in the event that it should be deter- | 

- mined that there had not been compliance with Article VII of the 

1859 Treaty. I think you will agree that such a provision would facili- 

tate a satisfactory solution of the problem. 

I should be grateful therefore if you could confirm my understand- 

ing that it is your Government’s intention that the arbitral tribunal 

be empowered to effect a settlement of all of the issues involved. 

Believe me, a : 
Yours very sincerely, 7 SuMNER WELLES : 

714.444 15 /99 TT | 

. The Chargé in Guatemala (Cabot) to the Secretary of State 

No. 1108 | GuatemMaza, December 28, 1939. | | 

| | , . [Received January 2, 1940. ] 

| Sir: With reference to my despatch No. 1056 of November 18, | 

1939, I have the honor to enclose herewith two copies of a translation | 

into English of the memorandum concerning the Belize question trans- | 

mitted with the above mentioned despatch. These two copies were | 

today delivered to me personally by the Chief of Protocol. . | 

The Chief of Protocol informs me that the Foreign Office has as yet | 

| heard nothing directly from the British Legation with regard tothe 

forthcoming British proposals respecting the Belize question. Hetook = 

advantage of the opportunity to mention casually, but with obvious _ | 

emphasis, the President’s intense interest in the Belize question, say- 

ing with a laugh that the President had given orders that he was not 

to be troubled during the next few days except about the Belize mat- | 

ter, “in which case you may call me even in my tomb”. | 
Respectfully yours, | | JoHn M. Canor 

[Enclosure] 

The Guatemalan Ministry for Foreign Affairs to the 

Department of State | a | 

MEMORANDUM . 

The Ministry for Foreign Affairs of the Republic of Guatemala has 

the honor to refer to the courteous Memorandum of the Honorable 

Department of State of the United States, dated June 8 * of the cur- 

rent year, in which, expressing its legitimate interest in the solution of 

the controversy existing between the Government of Guatemala and 

71 Not printed. 
3 Ante, p. 177.
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that of Great Britain relative to the territory of Belize, it states that it 
would view with profound satisfaction the initiation of practical nego- 
tiations for the solution of the question. - ) . ; 

~ The Government of Guatemala has received with the greatest satis- == 
_ faction this high initiative of the Government of the United States, in 

view of the fact that it brings the well founded hope that His British | 
Majesty’s Government are to agree to and satisfy the unquestionable 

rights of Guatemala, always sustained by the latter and continually | 
evaded by the Foreign Office and its Diplomatic Representatives. But, | 
as the Memorandum of the Department of State refers definitely to 
“the frontier adjustment between Belize and Guatemala,” ** this Gov- 

| ernment has deemed it pertinent to study the question in a form which 
definitely and conclusively establishes the origin, circumstances and > 
present state of the question. To afford the maximum veracity to | 
Guatemala’s statement, preference has been given, without mentioning 
the voluminous Guatemalan proofs, solely and exclusively, in so far as 

| possible, to genuine English or United States evidence. Guatemala’s 
right is so absolute, is so founded on truth and justice, that with official 

documents of the Governments of England and the United States, the | 
whole subject may be reconstructed, with very ample details, giving at — 

| the same time the best proof of the Republic’s rights, brilliantly defined ) 

and defended by the Government of the United States itself. But, 
because documents other than those of the Government of Guatemala 

| are discussed, the preparation of the book with which it desires to | 

amplify this memorandum has been laborious, and, in view of the 
period of time which has elapsed without replying to the Memorandum | 
of the Department of State, the Ministry for Foreign Affairs prefers 
to do so immediately, and will present at an opportune time the above 
mentioned book. Oe 

The controversy between Guatemala and Great Britain does not 
involve a boundary question only ; it involves a territorial matter, as is 
proved hereinafter. 

Lord Palmerston himself, Secretary of State for Foreign Affairs 
of Great Britain—in a note addressed on July 16, 1849, to the Sec- 
retary for Foreign Affairs of Nicaragua, alleging British rights to 
the possession of Mosquitia—explains the origin of the British occupa- 
tion of Belize: 

It appears from the 6th Article of the Treaty of 1783,%4 that several 

| “The words used were: “... to the boundary between that country and 
British Honduras.” 

“For the French text of the Definitive Treaty of Peace and Friendship 
between Great Britain and Spain, signed at Versailles September 3, 1783, see 
Georg Friedrich von Martens, Recueil des principaua traités (Gottingue, 1791— 
1801), vol. 11, p. 484; Martens, Recueil de traités, 2d ed. (Gottingue, 1817-1835), 
vol. m1, p. 541. For an English translation, see George Chalmers, A Collection 
or oon between Great Britain and Other Powers (London, 1790), vol. 11,
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English settlements having been formed and extended upon the 
| Spanish Continent, on the pretence of cutting logwood or dyeing 

Wood; and Great Britain and Spain being desirous of preventing, 
as much as possible the causes of complaint and misunderstanding, to 
which this inter-mixture of Spanish and British Wood cutters gave | 
rise, it was thought expedient that the Spanish Government should 
assign to British subjects for the purpose of wood cutting a separate | 
and sufficiently extensive and convenient district of the Coast of Amer- 
ica, and that in consideration of much [such?] Assignment, British : 
Subjects should be restricted from forming settlements in any other 
part of the Spanish Territories in America, whether Continental or 

- Insular: and that all British Subjects dispersed in those Spanish pos- _ 
sessions, would within eighteen months after the exchange of the | 
ratifications of the Treaty, retire within the District specially assigned 7 
for their occupationand use. => - | 
__It seems however that the Treaty of 1783 did not sufficiently accom- 
plish the purpose of preventing complaints and misunderstandings. 
It was found by Great Britain on the one hand, that the district of 
the coast of Honduras assigned to British Subjects by the 6th Article | 
of the Treaty of 1788, was too limited in extent; and the enjoyment 
of it was too much narrowed by the restrictions contained in that 
Article. It was found by Spain on the other hand, that British Sub- 

- jects still lingered in parts of the Spanish American Territories .. . 
| To put an end to these mutual inconveniences, it was agreed by the 

convention of 1786,* that a larger extent of territory should be | 
_ assigned to British Subjects on the coast of Honduras, according to 

new boundaries described in that convention, and it was also agreed 
that the enlarged territory, so granted should be occupied by British : 
Subjects with a greater latitude of enjoyment than was allowed by the 
restrictions of the treaty of 1783; and in return, in order to relieve 
the Spanish Government from loss by smuggling the British Govern- 
ment again bound itself to recall British Subjects from the Spanish | 
possessions in America; ... | a | 

(William R. Manning: Diplomatic Correspondence of the United 
States, Washington, 1933, ITI, pages 371 and 372.) | 

The frontiers of the territory granted by the King of Spain to 
the British wood cutters, called Honduras by Lord Palmerston, in 
accordance with the custom of the wood cutters themselves, according 

_ to the terms of Article IT of the Convention of London, July 14, 1786, 
were the following: = - | RS | 

The english line, beginning from the Sea, shall take the centre of | 
the River Sibun or Jabon, and continue up to the source of the said 
River; from thence it shall cross in a straight line the intermediate 
land, till it intersects the River Wallis; and by the centre of the same 
River, the said Line shall descend to the point where it will meet the 
Line already settled and marked out by the Commissaries of the 2 
Crowns in 1783: which limits, following the continuation of the said 
Line, shall be observed as formerly stipulated by the Definitive Treaty. 
(Alder Burdon: Archives of British Honduras, London, 1931, I, 154.) 

* Convention Relative to America between Great Britain and Spain, signed 
at London, July 14, 1786, British and Foreign State Papers, vol. 1, pt. 1,.p. 654.



| 196 ~—-s- FOREIGN RELATIONS, 1939, VOLUME V | | | 

| According to Article VI of the Treaty of 1783, the boundary con- 

tinues from the last point indicated by the Convention of ’86 by the | . 

| Belize River, _ oe | | 

| | opposite to a Lake or Inlet which runs into the land and forms an ! 

| Isthmus, or Neck, with another similar Inlet, which comes from the 

| ‘side of Rio Nuevo, or New River; so that the line of separation shall 

pass straight across the said. Isthmus, and meet another Lake formed 

by the water of Rio Nuevo, or New River, at its current. The said 

| Eine shall continue with the course of Rio Nuevo, descending as far as 

opposite to a River, the source of which is marked in the Map, between 

Rio Nuevo and Rio Hondo; which River shall also serve as a common 

: boundary as far as its junction with Rio Hondo, and from thence _ 

descending by Rio Hondo to the sea, as the whole is marked on the | 

Map which the Plenipotentiaries of the 2 Crowns have thought proper 

to make use of, for ascertaining the points agreed upon, to the end — 

| that a good correspondence may reign between the 2 Nations, and that : 

| the English Workmen, Cutters, and Labourers may not trespass, from 

an uncertainty of the boundaries. (Jb¢d., I, 173 [137] /8.) 

- Great Britain complied with the Anglo-Spanish Pacts and had them 

strictly respected by her subjects, who maintained said respect until | 

the time when, in 1798, and by virtue of the defeated attack of the 

Governor of Yucatan at the mouth of the Belize River—seat of His _ 

- Britannic Majesty’s “settlement”,—the wood cutters claimed that they 

| had conquered the territory, which they said they held “by right of 

| conquest”. Sir John Alder Burdon, Governor of Belize, in 1931, in | 

7 his “Historical Note” defines said right: : : 

| The inhabitants claimed that the Settlement on the Bay of Honduras : 

| was now British by right of conquest. This term may not be strictly 

accurate as a description of the event; but as it was used in 1882 by 

| Lord Granville, Foreign Minister, in correspondence with the United 

States, it may be accepted as confirmed by British official authority. 

(Ibid., I, 29.) | 

Although the English began about 1825 to speculate with the legend 

of the “conquest” of 1798, in their treaty recognizing the independence 

of Mexico ** they agreed to revalidate, in Article XIV, the usufruc- 

| tuary clauses granted in 1786 by the King of Spain, within the same 

territorial demarcation: Relative to this Treaty, and in the memorable 

session of the United States Congress, Senator Clayton—who, as Plen- 

ipotentiary in his position as Secretary of State, signed the Clayton— 

Bulwer Pact in 1850,2"—said in March, 1853, that Great Britain 

“gained nothing by the Treaty which Spain had not before granted 

to her; and as she sought only the grant of the useful domain, or 

*Treaty of Amity, Commerce and Navigation, signed at London, December 

26, 1826, British and Foreign State Papers, vol. xtv, p. 614. 

= Treaty between the United States and Great Britain, signed at Washington, 

April 19, 1850, Hunter Miller (ed.), Treaties and Other International Acts of 

_ the United States of America, vol. 5, p. 671.
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| merely the rights of an old settler”. (Appendix to the Congressional - 
Globe, 32d. Congress, 3rd Session.) Thus established by such high | 

_ authority the fact that subsequent to independence the status of Belize _ 
continued in accordance with that agreed upon in the Anglo-Spanish 
Pacts of 1783 and 1786, it is pertinent to say that when the opportunity 
was presented (1847) Guatemala, in an official document, protested the 
Mexican act of signing an agreement relative to Belize, because the | 
latter belonged to Guatemalan jurisdiction. This will be proved far- 
ther on. a : 

The inalienable right of Guatemala to her territory of Belize, 
granted in usufruct to the English by the King of Spain, was again 
made evident in the session of the Congress of the United States: dur- 
ing the discussion of the Clayton-Bulwer Treaty, Mr. Clayton said 
that as Secretary of State, he agreed with Mr. King, President of the 

- Committee for Foreign Affairs, that: a a 

We never could, and never would recognize any title to the eminent _ 
domain, as existing in Great Britain, in what was called British Hon- 
duras or Balize. We concurred exactly with the report of the honor- , 

| able chairman of the Committee on Foreign Relations, that all the title 
that Great Britain had in the territory called Balize, was the right of 
occupancy in the territory pointed out in the treaty of 1786 between a 
Great Britain and Spain. . (/bid., p. 248, Second Column) | 

In 1858, after the signature of the Clayton-Bulwer Treaty, the 
| Plenipotentiary himself of the United States in that pact, Mr. Clayton, 

| maintained that England, usufructuary of Belize, had no title to 
sovereignty in that territory. - | | 
When Central America won her independence from Spain the Gov- 

ernment of Great Britain tried to obtain, in exchange for recognition 
of the new state, the cession of the zone granted in the usufruct of 

1786, enlarged toward the south as far as the Sibun River and to the | 

west as far as the meridian of Garbutt’s Falls—this without men- 

tioning other territorial acquisitions in Honduras and Nicaragua. 

The Central American Government did not agree to the dismember- 

ment of its territory, nor, subsequent to the dissolution of the Federal | 

Pact, did the governments of the States concerned desire todo so. In 

so far as Guatemala is concerned, it was not until June 25, 1847, that 

| the Treaty of Amity, Commerce and Navigation was agreed upon 

which, in accordance with the jurisprudence propounded by Mr. Can- 

ning, British Secretary of State, signified recognition of the Republic 

of Guatemala on the part of the Government of Great Britain. That 

pact was not ratified, but it did give the Government of Guatemala an 

opportunity to make, and the Government of Great Britain to accept, 

a definite reservation of the territorial rights of the Republic. The | |
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Minister for Foreign Affairs said in his note of July 8, 1847, and on the 

19th the British Plenipotentiary replied: | | | 

- Guatemala, July 8, 1847, Consul General and Plenipotentiary of , | 
H. B. M. in Central America, City. : oo 

Mr. Consul: Although in agreeing upon the Treaty of Amity, | 
Commerce and Navigation, signed under date of June 25 last, between 

| Your Honor as plenipotentiary of H. B. M’s. Government and the | 
| undersigned as Minister for Foreign Affairs of the Government of the | 

| Republic of Guatemala, it has not been believed that said treaty might 
| affect in any way, or involve the rights of the Republic of Guatemala : 

in the pending boundary question with the British Government, as far | 
as the concessions in the territory of Belize are concerned; this is a 
point which should be clearly established, the more so because this be- 
comes necessary as a consequence of the contents of Article 14 of the 

| Treaty concluded between England and the Mexican Republic, in 
~ which it is given to understand or is supposed that the latter has rights 

in the territories of the concessions of Belize, which is not exact, and 
consequently, the Government of Guatemala never has been able to 

_ agree to that view, which also should not be passed over in silence when 
signing an act so solemn and public as is the treaty with England; _ 
so that in no case nor at any time can consent or acquiescence relative 
to that question be interpreted into it or perhaps deduced. — 

| For this purpose, I address the present communication to Your 
Honor, by order of H. E. the President, in order to record expressly 
the understanding which we have reached and do reach to the effect 
that the treaty signed on June 25 in no way involves or affects the 

, rights of the Republic of Guatemala in the boundary matter relative —_ 
| to the concessions in the territory of Belize, to which the treaty of 1783 | 

and the convention of 1786 between H. Britannic M. and H. Catholic 
M. relate. | Be : | 

Hoping that Your Honor will be so good as to reply to me at your 
convenience acknowledging this information and stating that you are 
in agreement with these views, I have the honor to reiterate to you the 

/ expressions of courtesy and esteem with which I sign myself, respect- 
fully yours, (s) J. Mariano Rodriguez. , 

Guatemala, 19 July, 1847. Sr. don José Mariano Rodriguez, etc., ete. 
I have had the honour of receiving your Note of the 8th instant upon 

the boundary of this Republic on the side of Her Britannic Majesty’s 
, | Settlement in Honduras, which shall be submitted to Her Majesty’s 

Government. 
Without instructions I can give no opinion on this subject. Never- 

theless I may so far comply with your wish as to say that I conceive 
that the Treaty of Amity, Commerce and Navigation which we lately 
signed on the part of our respective Governments need not affect any 
arrangement which the Government of this Republic may desire to 
conclude at a future time with Great Britain respecting boundaries. 

Thave the honor, etc. (£f) Fred. Chatfield. | 

And so the Government of Guatemala, invoking the Anglo-Spanish 
Pacts of 1783 and 1786, repudiated emphatically the British claims to 
that territory, and at the same time repudiated the supposition that, by
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virtue of the Anglo-Mexican Pact of 1826, it might appear. that the 
Mexican Republic had some title to sovereignty over Belize. The 
British representative tacitly accepted that Guatemalan reservation, 
since he did nothing in the name of his Government, then or subse- | 
quently, relative to any British right to the aforesaid region. Cer- | 
tainly he said that the Treaty need not affect any arrangement which 

_ the (Government) of this Republic might desire to conclude at a 
future time with Great Britain respecting boundaries; but the patent | 
fact was fully proved that the English could only invoke, while the 
matter was being adjusted between the Governments of Guatemala 
and Great Britain, usufructuary rights derived from the concession _ | 
stipulated in the pacts of 1783 and 1786: on the other hand, the refer- 3 
ence to boundaries made by Plenipotentiary Chatfield as a reply to 
the reservation of territorial rights by the Minister for Foreign Affairs 
of Guatemala, in accordance with Anglo-Saxon jurisprudence, im- 
plied the title of the parties to the disputed region. oe 

Indeed, it was without the Treaty of 1847 having been ratified, 
although the Guatemalan reservation was in full force—since the 
English Government did not answer it—that the Anglo-Guatemalan 
Treaty of Amity, Commerce and Navigation of February 20, 1849 * 
was signed: the pact contains superabundant stipulations relative to 

| ‘Inaritime commerce, navigation, guarantees and prerogatives in favor 
| of their respective nationals in the territories of the two parties, but 

neither Belize nor British Honduras are even mentioned in any article 
whatever of the sixteen articles of the pact, nor is any mention made 

| of land commerce. The plenipotentiaries signed the pact as if the 
King of Spain had never granted any territory whatever under Guate- 
mala’s jurisdiction. | : | - | 

This fact is of singular importance, since Great Britain had been 
trying to obtain the territorial cession in exchange for the recognition 

| of Guatemala to such an extreme that the Plenipotentiary Zebadua 
was in London from 1825 to 1830 without securing reception in his 

_ official character as Envoy Extraordinary and Minister Plenipoten- 
tiary of Central America: on December 30, 1835, the Government of 
Guatemala appealed to the Government of the United States, asking 
aid in face of the growing claims of the Government of Great Britain 
(Manning, op. cit., III, 87/9), and for this purpose the Central Amer- 
ican Plenipotentiary, Colonel Juan Galindo, was negotiating in Wash- 
ington for that purpose. (Jb¢d., III.) Colonel Galindo went to 
London, aided by a letter of recommendation from Mr. Forsyth, Sec- 
retary of State, to Mr. Aaron Vail, Chargé d’Affaires of the United 
States before the English Government (Jbéd., VII, 254/5); but Her 
Majesty’s Government, to avoid taking into consideration Guatemala’s 

| * British and Foreign State Papers, vol. xxxvu, p. 32.
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: rights, refused to receive the Central American delegate, under the 

pretext that he was of Irish descent. (Zbd., IIT, 165.) | 

| In 1833, the English Government appointed Mr. Frederick Chat- ! 

. field as Consul-and, by virtue of a consultation of the Foreign Office | 

with the Colonial Office, he brought instructions to discuss the bound- | 

aries of Belize to the South on the Sarstoon River and that “the Cen- 

| tral American Government should relinquish all claim to such rights : 

| of sovereignty over the territory comprised within the boundary of : 

the Settlement as might be supposed to have accrued to them deriv- 3 

atively from Old Spain.” (Alder Burdon, op. cit., TI, 872.) Mr. | 

Chatfield failed in his attempt: on June 1, 1835, Colonel Galindo, 

Oo Special Agent of Central America before the Government of the 

United States, informed the Secretary of State that: _ | 

- In consequence of the grants of land made of that territory by the 
State of Guatemala to certain Central American citizens & a Euro- 

_ pean colonization company, the authorities of Belize took upon them- | 

| selves in November last to declare their limits to be the Hondo on the 

North, the Sarstoon on the South & on the West a line drawn parallel _ 

to the coast through Garbutt’s falls in the river Belize, thus exceeding 
| the old grant by at least five fold. At this period the plenipotentiary 

- of H. B. M. at San Salvador proposed the conclusion of a commercial 
treaty with his nation, but as he distinctly refused the insertion of 
an article similar to that in the Mexican treaty with Great Britain, | 

limiting the settlers of Belize to their lawful boundaries, his proposal 
, was of course declined. (Manning, op. cit., ITT, 88.) _ 

The absolute absence of legitimate title to his claims to Belize 

| obliged Mr. Chatfield to omit all reference to Belize in the treaty of 

recognition of the Central American State, sixteen years after having 

| received instructions to adjust it. | 

What was the status of Belize or British Honduras when the Anglo- 

: Guatemalan Treaty of 1849—ratified by Her Majesty the Queen of 

Great Britain on June 9 of the.same year—was signed? Aside from 

the usufructuary concession of 1783 and 1786, none. | 

The English have talked a great deal about “occupation” of the — 

territory comprised as far as the Sarstoon River; but that occupa- 

tion was not effected except by acts of pillage at the mouths of the 

Guatemalan rivers. Colonel Galindo, representative of Guatemala 

in 1835, so explained to the Secretary of State: 

I say too much in using the word “occupation” ; the only point that 
is bona fide in the occupation of the British is the town of Belize, | 
situated at the mouth of the river; & where, in contravention of the 
Treaty, there is a considerable commercial depot, a detachment of 
artillery & some black companies of infantry: no agriculture is pur- | 
sued in the country & the mahogany cutters rove from one water course 
to another in search of trees: there are not three hundred white inhab-
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itants in the whole settlement & its total population does not exceed 

five thousand: it is however to be remarked that the charibs, natives a 

| of our state of Honduras, who cooperated in the royalist insurrection 

of 1832, have emigrated to about the number of two thousand & have | 

settled a few villages to the Southward of the Javon, within the 

usurped territory. _ a - | | 

The census of ‘December 1835 gave for Belize or British Honduras | 

a total of 222 whites and 2,321 colored people, free negroes and 

slaves—in all, 2,543 (Alder Burdon, op. cit., II, 382.) Due to the lack | 

of title, the Plenipotentiary of Great Britain could not make any terri- 

| torial reservation whatever in the Anglo-Guatemalan pact of 1849, | 

and the Government of Guatemala, why did they not do so? The | 

Superintendent of Belize reported in April, 1835: “The effect of send- : 

ing warships to Belize has been excellent” (J6¢d., IT, 376) ; Mr. Elijah 

«Hise, Chargé d’Affaires of the United States, said in December, 1848, 

“English Men of War constantly hover on the coasts of the country,” | 

and added “And I have not known or heard of one American Mer- 

‘chantman or Man of War being in any of the ports of Central America 

since I have been in the Country or its neighborhood.” (Manning, 

op. cit., IIT, 294.) Great Britain exercised economic and political 

domination in Guatemala—and by means of that threat, in view of 

the fact that it was impossible to execute her instructions relative to 

obtaining the territorial cession of Belize, she kept silent in this respect | 

in the Treaty of recognition. - _ : 

But such silence does not signify anything against Guatemala. It : 

does not destroy the violation of the right of the weak; nor does it | 

- give it to the aggressor: Mr. Ephraim George Squier, Chargé d’Af- 

faires of the United States in Guatemala, warned Mr. Frederick Chat- | 

field, Chargé d’Affaires of Great Britain in Guatemala, on October 

98, 1849: “There is sir, as between civilized nations, but one mode of | 

acquiring territory, viz: by Treaty ; and it has come to be understood 

| that, the rights of conquest require to be thus sanctioned, in order to 

be regarded as permanent.” (Jd¢d., ILI, 492.) That reticence of 

Plenipotentiary Chatfield relative to boundaries in the Anglo-Guate- 

malan pact of 1849 signified nothing against Guatemala, because Great 

Britain had no title to the possession of the territory usufructed by 

virtue of the Treaties of 1783 and 1786, and if Guatemala were to con- 

sent to maintain it, her boundaries could only be those agreed upon m 

said pacts by the Kings of Spain and Great Britain: according to the | 

jurisprudence fixed in article IV of the Treaty of Peace and Amity 

signed in 1814 by Great Britain and the United States (Treaties, Con- 

ventions, International Acts, Protocols and Agreements between the | 

United States of America and other Powers, Washington, 1910, I, 

614/15) Anglo-Guatemalan commissioners should determine the legal- 

ity of the respective claims, and, in case of difference, the reports of
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the two commissioners or of only one as the case might be, should be 
referred for the solution of the matter to a friendly government. | 

| _. So clear was the right of Guatemala and the violent injustice of : 
Oo Great Britain, that they were. superabundantly proved during the | 
: course of the controversy relative to Central American affairs,sus- =| 

, tained between Washington and London which culminated in the 
| Clayton-Bulwer Treaty (1850). When the moment arrived to make 

| this treaty effective, England refused to honor her word relative to | 

| the evacuation of the points of the Central American Atlantic coast : 
which she held. In a communication of July 26, 1856, Mr. William L. | 

| Marcy, Secretary of State, reviewed the entire questions: _ oO 

_ We see, in the first place, that England can have no rights of | 
| possession or jurisdiction in Central America, except such as her . 

| treaties with Spain of 1786 and 1814 accord to her, or except such as 
| she may have acquired by voluntary concession from some one ofthe 

Republics of Central America. Anything beyond that will be incip- | 
ient conquest only, not yet consummated into full right, by treaty | 
recognition. a | a ae - 

We see in the second place, that all the matters in dispute between 
the United States and Great Britain are primarily questions of the 
sovereign rights of some one of the Republics of Central America. | 
We cannot give to Great Britain, nor she take from us that which 

SO neither has to concede. Either of us may agree with the other not to 
| claim ‘anything in Central America, but neither can legitimate any | 

claim of the other there. And if either of us having asserted claim | 
, there, is to relinquish the same under conditions, the ultimate decision 

| of those conditions appertains solely to the interested Republic of 
i Central America. We may separately, or in common, use our good 

offices with such Republic to influence its determination, but we can- 
) not ‘a ourselves make the determination. (Manning, op. cit., VII, 

148.) 

Notwithstanding such a definite statement—made by Mr. Marcy 
to Mr. George M. Dallas, Minister of the United States to Great | 

_ Britain—and without any cognizance whatever of the Republic of 
Guatemala, three months later the Plenipotentiary of the United 
States, Mr. Dallas, signed the Convention of October 17, 1856, by 
virtue of which the Governments of the United States and Great 
Britain, in section 1 of IT of the “separate articles” agreed : 

__ That Her Britannic Majesty’s settlement called the Belize or British 
Honduras, on the shores of the Bay of Honduras, bounded on the 
North by the Mexican Province of Yucatan; and on the South by the 
River Sarstoon, was not and is not embraced in the treaty entered into 
between the Contracting Parties on the 12th day of April 1850;—and 
that the limits of the said Belize, on the West, as they existed on the 
said 19th of April 1850, shall, if possible, be settled and fixed by treaty 
between Her Britannic Majesty and the Republic of Guatemala, within 
two years from the exchange of the ratifications of this instrument; 
which said boundaries and limits shall not at any time hereafter be 
extended. (/6zd., VIII, 691).
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And so Mr. Dallas, in agreeing with Great Britain in the name of _ 

the United States to the dismemberment of Guatemala, consummated | 

what Mr. Marcy viewed as absolutely illegal and unjust for the weak 

Republic. Mr. Marcy set forth in his above mentioned note of July 

26, 1856, to Mr. Dallas: . | | | | 

It is the indisputable fact that England possesses no other treaty 

rights at the Belize except the usufruct conceded by Spain, and which | 

so late as the year 1826, the British Government deemed it important 

to have confirmed to England by the Mexican Republic, as the pre- | 

sumed sovereign, at that time, of the country in which the settlement 

of the Belize exists. | | - 
It is understood that Guatemala contests the claim of the Mexican 

Republic in this respect; and it may be that the precise limits of the - 

two Republics on that side are undetermined. However that may be, 

it is certain that the appellation of Honduras commonly applied in 
England to the settlement of the Belize is a misnomer originating per- 

haps in local projects of aggrandizement. | 
By the correspondence exchanged between Sir Henry Bulwer and _ 

Mr. Clayton, the negotiators of the Convention of 1850, it was declared : 

| that, according to their understanding, the stipulations of non-occupa- | 

tion made by Great Britain, were not intended to apply to the Belize. 

Whatever weight this correspondence may have as a contemporane- | 
- ous exposition of the Convention, it cannot in the judgment of the | 

President, be held to operate as an enlargement either of the limits OO 
or the jurisdiction of the British settlement at the Belize. oo 

At any rate, the Dallas-Clarendon Convention, if it could not “legiti- 

mate the English claim”, gave proof that the weak Republic of Guate- : 

mala had lost, for its defense against England, the only hope of main- | 

taining its integrity: the support of the United States. The Congress a 

of the United States approved without reservation the stipulation rel- : 

ative to the boundaries of Belize—and Great Britain constituted her- | 7 

self as absolute arbitrator to settle to her taste her territorial ambitions. 

Abandoned by the Government of the United States, there was 
nothing else for Guatemala to do except submit to the demands of 
Great Britain: on April 30, 1859, she was obliged to sign the “Bound- 
ary” Convention with Belize: in accordance with the instructions 

given in 1833 to Mr. Chatfield by the English Government, and in 
accordance with the Dallas-Clarendon Treaty, those “boundaries” were __ 
fixed as follows: 

_ Beginning at the mouth of the River Sarstoon in the Bay of Hon- 
duras, and proceeding up the midchannel thereof to Gracias a Dios 
Falls; then turning to the right and continuing by a line drawn direct 
from Gracias a Dios Falls to Garbutt’s Falls on the River Belize, and 
from Garbutt’s Falls due north until it strikes the Mexican frontier. 

It was a territorial cession and the Republic refused to grant it 
without obtaining compensation, even though it was a minimum. 
Therefore, although “in fact the instructions of Sir Charles Wyke, 

293800—57——14 :
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who negotiated the Treaty, expressly prohibited him from admitting | 
| into it any thing which might bear that construction” as the Secretary | 

of State Lord Stanley affirmed to the Minister of Guatemala in his | 
note of January 3, 1867 (White Book, English Edition, p. 292) Len-— : 

nox Wyke, English Plenipotentiary, had to accept the compensatory : 
| clause imposed by Guatemala: | | 

re Article 7/. With the object of practically carrying out the views | 
_ set forth in the Preamble of the present Convention for improving and | 

perpetuating the friendly relations which at present so happily exist | 
between the two High Contracting Parties, they mutually agree con- 
jointly to use their best efforts by taking adequate means for establish- | 

| ing the easiest communication (either by means of a Cart road, or em- 
ploying the rivers, or both united according to the opinion of the : 

_ Surveying Engineers) between the fittest place on the Atlantic Coast : 
| near the Settlement of Belize and the capital of Guatemala; whereby 

the commerce of England on the one hand, and the material prosperity 
| of the Republic on the other, cannot fail to be sensibly increased, at the - 

| same time that the limits of the two countries being now clearly defined, 
all further encroachments by either Party on the territory of the other 
will be effectually checked and prevented for the future. (White 
Book, English Edition, 105.) : 

, But in no way was the act of territorial cession mentioned, and con- 
| sequently neither was that of the compensation stipulated in the 7th 

Article: secretly and hurriedly the Plenipotentiaries of England and 
| Guatemala made the agreement, in order to conceal in so far as possible _ 

the territorial cession and its compensation, since they flagrantly 
violated the Monroe Doctrine and the Clayton-Bulwer Convention— 
and the definite protest of the Legation of the United States, dated 
October 1, which appears on pages 135/140 of the White Book so 

| proves. Why did Guatemala lend herself, to her own detriment, to the 
English maneuver, without invoking in her favor the powerful argu- | 
ments presented by the Representative of the United States, Mr. | 
Beverly L. Clarke? Because Lennox Wyke explained to the Govern- 

| ment of Guatemala that, for the solution of the disputes pending be- 
tween the United States and Great Britain, and as compensation for 

| England’s concessions, the Government of the United States had | 
agreed to England’s taking control of Belize: in the same note number 
23 of July 26, 1856, whose above inserted paragraphs prove the abso- 
lute absence of English title to any part of Guatemalan territory, Mr. 
Marcy, Secretary of State, informed the Plenipotentiary of the United 
States in London, Mr. Dallas: | 

By the correspondence exchanged between Sir Henry Bulwer and 
Mr. Clayton, the negotiators of the Convention of 1850, it was declared 
that, according to their understanding the stipulations of non-occupa- 
tion made by Great Britain, were not intended to apply to the Belize. 
Whatever weight this correspondence may have as a contemporaneous | 
exposition of the Convention, it cannot in the judgment of the Presi- |
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dent, be held to operate as an enlargement either of the limits or the 

jurisdiction of the British settlement at the Belize. | 
As to the limits of that settlement on the South, it must be a ques- 

‘tion of either of the rights of Guatemala or of those of Honduras, : 

while the question of the political tenure of that settlement would seem : 
to belong to Guatemala, or to the Mexican Republic. Of course, in 
the spirit of the Treaty, the President is prepared to exert the influence _ 
of the United States with either of those Republics to assist in promot- 
ing the adjustment of those questions in a satisfactory manner. | 

In a commercial or political point of view it is not of very much 
moment to the United States, whether the British tenure at the Belize 
be enlarged or not; but it is in a military point of view, a thing of 
importance alike to the Central American States, to the Mexican — 
Republic and to the United States. | 

Nevertheless if serious obstacles occur to obstruct the negotiation : 
on other points either of interest or feeling, the President might con- | 

: sent that you should in the last resort, make concessions on this point, 
as the means of reconciling Great Britain to other acts which she may 
be disposed to regard as concessions to the United States. | 

In the presence of forces infinitely superior to those of Guatemala, 
there was left for the Government of the Republic only the road of 
agreeing to the consummated acts. It was human to seek, under such 

an adverse situation, the best road: the Dallas-Clarendon pact fixed 

for England “the southern boundary as far as the Sarstoon River ;” 
but it left to the discretion of Great Britain settling the enlargement 

of the English boundary toward the west,—“the limits of the said | 

Belize on the west, as they existed on the said 19th of April, 1850, 

- shall, if possible, be settled and fixed by Treaty between Her Britannic 

Majesty and the Republic of Guatemala.” The sooner Guatemala | 

agreed to the decision of Great Britain, the less expansion could the _ 

latter give to her western boundary. On his part, the attainment of | 

legitimate title, the Treaty, for British possession of Belize, was urgent 

for the British Plenipotentiary, and so he consented to Article VII, | 

| the stipulation of which was prohibited him, according to the declara- 

tion of Lord Stanley transcribed above. Oo 

| In their diplomatic correspondence, the Government of Great 

Britain have come to deny the eminently compensatory character of 

Article VII of the boundary Convention of 1859. Nevertheless, the 

Government of Guatemala can produce an official English explana- 

tion of that compensatory character. In his confidential note of June 

29, 1862, the British Minister Mr. George W. Mathew stated to the 

Minister for Foreign Affairs: 

The advantages, which Guatemala will derive from the road, by 

opening a vast district of rich country, are unquestionable: but there 
will not be a demand in this capital for one single additional bale of 
British goods, by their being brought by way of Izabal, instead of by 
the Cape or Panama, and g J sé We can only look therefore, to 

- gome future increase of the wealth of the population along the road,
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if it be kept in perfect repairs, and to their consequent demand and 
consumption for any commercial benefit. 

The idea then, of indirect compensation, must be the main reason, | 
that leads Great Britain to incur any expenditure in the matter: and 
in. this view I am willing to concur, although, after some investigation 
in England, I cannot deny my impression that the “debateable land” 
was conquered from the Spaniards in war time, by the Belize Colonists, | 
with the aid of Royal forces, and was never restored. (White Book, | 
English Edition, p. 206). _ | 

This definition of Article VII of the Anglo-Guatemalan Conven- | 
tion of 1859, made by the English Minister precisely in a document 

| directed to discuss the Republic’s rights attains special importance: | 
“the idea then, of indirect compensation, must be the main reason, 

| that leads Great Britain to incur any expenditure in the matter,” he _ 
| said, and in that manner agree in an official English statement to the | 

declarations of the Government of Guatemala relative to having con- 
| _ cealed in so far as possible, in adjusting the delivery of Belize, the , 

expression territorial cession and corresponding compensation. Seven 
months later, in his note of January 27, 1863, the English Minister 

| Mr. Mathew ratified that statement, clarifying it in favor of 

Guatemala : Se oe | | 

The uninhabited tract of land in dispute was, it is said, not only 
claimed by British Honduras and by Guatemala, but also by Mexico, 
and lastly by Spain; my predecessor, however, agreed with Your Ex- 
cellency upon the insertion of the 7th article, as I apprehend, in a 
compensatory view, and, although his action had been unauthorized 
and unexpected by Her Majesty’s Government, they acquiesced in it. 
(Lbid., English Edition, 224.) - 

Such statements of the English Minister in Guatemala reiterate, in | 
1862 and 1863, the declaration of the English Secretary of State, Lord | 
Russell, communicated by his representative in Guatemala at the time 
of the ratification of the pact of territorial cession of 1859: “Express 
to the Guatemalan Plenipotentiary as by the particular order of your 
Government, the high satisfaction which they have derived from the 
proof of friendship afforded to them by the Republic in the prompt 

: and frank conclusion of that Convention,” Lord Russell instructed 
Mr. Hall, and finally: : 

You will also state that Her Majesty’s Government entirely approve 
of the article admitted into the convention by Mr. Wyke at the desire 
of the Guatemalan Government, whereby the two parties engaged to 
cooperate for the establishment of a line of communication, between 

| the capital of the Republic and the coast of the Atlantic at or near 
Belice, and they would be glad to be made acquainted with the views 
of the Guatemalan Government, as to the best means of giving effect 
to that article. (Zbéd., English Edition, 127.) 

It is fully proved and with eminently Anglo-Saxon evidence that:
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1. In 1859 Great Britain had no title to the possession of Belize 
demarcated within exact and indelible limits by the Anglo-Spanish 
treaties of 1783 and 1786; , , 

2. Great Britain had not occupied nor could she allege any Juris- | 
diction whatever beyond these frontiers ; 

3. The Republic of Guatemala always maintained its sovereign 
rights and refused to sign an agreement relative to territorial cession: 
the Convention of 1859 was an obligatory consequence of the agree- | 
ment of the Governments of Washington and London, to settle amica- | 
bly the difficulties existing between them, which without even the 
cognizance of the Republic those Governments adjusted at the expense 
of the latter in the Convention of 1856, known as the Dallas-Clarendon ; 

: 4. The Convention of April 30, 1859, undoubtedly, constitutes a 
territorial cession by Guatemala in favor of Great Britain; | 

| 5. Article VII of that Convention is an eminently compensatory 
clause, and compliance with it obligatory on the part of Great Britain, 
unless the entire pact is invalidated, that is to say, the English occu- 
pation return to the simple category of usurpation of Guatemalan | 
territory. : | 

-- English occupation is mentioned above; and it is necessary to prove | 

that there has been no such occupation; two years after the con- 

summation of the territorial cession of Belize, the English Govern- | 

| ment ordered the taking of a census of the population of the territory, 

which on April 1, 1861, gave 25,000 persons, distributed as follows: | 

- Port of Belize, 5,067; towns of Hondo River, New River and Cerozal, 

| 13,547; Stann Creek 1,113; Punta Gorda, 306. (Aldor Burdon, op. 
cit., III, 238) The omission of 5,602 inhabitants must refer to those | 
scattered in temporary camps along the lower channel of the rivers, 
just as they did when in 1835 Colonel Galindo, Representative of 
Guatemala in Washington, informed the Secretary of State that the | 
English were encroaching in Guatemalan territory. (Manning, op. : 

cvt., IIT, 88.) | 
Of the towns mentioned, Belize, Rio Hondo, New River and Cerozal : 

are situated within the demarcation of the Anglo-Spanish pacts of 
1783 and 1786: to the South of the Sibun are only Stann Creek and | 
Punta Gorda, this latter, the most southern, being many minutes 
north of the mouth of the Sarstoon. The six towns which the English 
census of 1861 mentions are directly on the seashores: the interior of 
the country, even in 1939, is unexplored to such an extent that a mod- : 
ern map of Belize gives large areas in blank. . 

The White Book gives enough British documents to prove that 
the English Government, after obtaining the permission of the Gov- 
ernment of the United States to acquire jurisdiction to Belize, needed 
title to sovereignty which, classified as a political possession, the Sec- 
retary of State Mr. Marcy attributed to the Republic of Guatemala 

_ but a few months prior to the signature of the Dallas-Clarendon 
Treaty. (bzd., VII, 152). By means of the offer of indirect compen- 
sation (Mr. George W. Mathew, Minister of England, White Book,
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: _ English Edition, 206,) Great Britain attained the desired title, the | 
pact with Guatemala. | | 

In order not to arouse suspicion in the United States, inasmuch as | 
_ the Convention would violate the Monroe Doctrine and the Clayton- 1 

Bulwer Convention, Lennox Wyke secured the most vague wording | 
a of the compensatory article: and from the moment of the exchange 

| of ratifications, the English Government began to establish quibbles 
which, taking into account the antecedents, beginning with the treat- 

| ment accorded by Mr. Canning to the Plenipotentiary of Central 
| America (1825) up to the controversy of 1859-1933, it is not unwar- 

ranted to consider as deliberate. In effect, Article 7 of the Conven- | 
tion of 1859 stipulates the construction of an easy communication 
“between the fittest place on the Atlantic Coast near the Settlement | 

_ of Belize and the Capital of Guatemala,” that is to say, in Guatemalan : 
_ territory near the Sarstoon River: in his letter of appreciation, Lord ! 
Russell asks details relative to the viewpoint of Guatemala as to | 

| _ “the establishment of a line of communication, between the Capital | 
of the Republic and the Coast of the Atlantic at or near Belize,” that 

| | is to say, in accordance with British geographical nomenclature, at 
or near the port of Belize, capital of “British Honduras.” 

| | It is not pertinent to enter into explanations or considerations of 
the delays, pretexts and even offensive statements of the English — 
Government to leave unfulfilled their compensatory engagement of 
Article VII of the Convention of 1859; the White Book, a new copy 
of the English edition of which the Ministry for Foreign Affairs - 
encloses for the Department of State, contains good evidence of such ) 
a pitiful controversy in which a great power, protected by a certain 
impunity, has humiliated and offended continually a weak nation 
which does not cease to demand justice before the universal conscience. 

Great Britain repudiated the compensatory clause of the treaty of 
territorial cession of April 30, 1859; the latter, because of non-com- | 
pliance with the principal clause, has been void since that time: the 

_ construction of the road, relative to which the English Minister Mr. 
| Mathew said, because of the unquestionable advantages which it 

would bring to Guatemala, “the idea then of indirect compensation, 
| must be the main reason that leads Great Britain to incur any expendi- 

a _ture in the matter” was the condition demanded by the Republic, un- 
doubtedly as indispensable, and it was so accepted by Mr. Wyke in the 

| name of his Government in a gentlemen’s pact. This is a matter of 
transparent character and it is unnecessary to resort to experts: Gua- 
temala loyally delivered her territory of the present Belize—obligated 
by the immensely superior force of Great Britain and the acquiescence 
of her natural protector, the United States—the Republic granted that 
title, the boundary Convention which only Guatemala could grant, 
since “the regulation of the frontier of British Honduras was to be
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effected by negotiation with the Government of Guatemala” (Mr. Cass, | 

Secretary of State, to Lord Napier, British Minister to the United a 

States, November 8, 1858). (Manning, op. cit., VII, 195) But, as an 

elementary principle, in exchange for what she obtained England was © 

: obliged to execute a material work which would give compensation 

- in favor of the nation obliged to cede. 

| Guatemala consented to her dismemberment, it must be repeated, 

under the imponderable weight of the Anglo-United States agree- 

ment, and the sacrifice which she accepted implied transcendency for | 

| the two great nations: “It is of no small consequence either to the 

United States or Great Britain, that these Central American contro- | 

versies between the two countries should be forever closed,” Mr. Cass 

‘states in his note to Lord Napier mentioned in the preceding para- 

| graph (Zbid., VII, 200) and Mr. Wyke surely so explained also to the | 

Government of Guatemala. 7 os 

Great Britain seemed to forget that the triumph of the English 

Government over the Government of the defenseless Republic of Gua- 

temala had been attained in a diplomatic controversy with another 

great power, in face of which the honor of Great Britain obligated her 

: to obtain the title indispensable to territorial sovereignty, which, as a 

result of that diplomatic controversy, she had to take from the Re- | 

| public of Guatemala: the English Government, solemnly obligated to 

reach a settlement with that of Guatemala, perfidiously agreed to the 

- compensatory clause demanded by the latter—and ceased to honor its 

engagement as soon as its ambition was satisfied. | | 

But before defenseless Guatemala, and precisely because of the cir- a 

7 cumstances of the entire question, from its turbulent origin up to the 

arrangement with the Government of the United States and the Bound- 

| ary Convention with Guatemala, is raised the shield of universal jus- 

tice and, above time and injustice, the imprescriptible right of Gua- 

temala is maintained undamaged. 

Guatemala saw herself under the weight of overwhelming forces | 

which deprived her of freedom of action to consent to her territorial | 

dismemberment. It must be remembered what Great Britain was at 

the middle of the XIX: Century and how imposing her material force 

was at that time. The rule of brute force was invincible and to vio- | 

lence should be added the cleverness of her diplomacy and the lack of 

scruples in taking control of the territories which she desired. Gua- 

temala signed the pact of 1859 subject to the engagement made by 

Great Britain. For eighty years the victim has pleaded that the power- 

ful empire comply with her word and therewith the solemn obligations 

which she contracted, and never has obtained more than false promises | 

and hard words until the scornful attitude of Minister Birch reached 

its climax when he declared to the Government of Guatemala in a 

solemn note, that “it would serve no useful purpose to pursue the mat-
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| ter further and that they have, therefore, no option but to treat the 
present boundary of British Honduras ... as constituting the 

| correct boundary.” 
- England ignored her contractual engagements and her solemn obli- 

| gations : broke the Convention of 1859 and depended upon her strength 
to reject the just claims of Guatemala. It was impossible for the — 
Republic to continue in the attitude of passivity and patience. She | 

| considered that she could do nothing against the powerful empire, 
except accept the situation in which England had placed herself and | 

a resort to the same reasons invoked by her! If Great Britamignored | 

her obligations set forth in the Convention of 1859, she rendered that 
| said international pact void; she had broken and nullified it by her 

_ . own hand; the Convention had ceased to exist, by virtue of the jurid- 
| ical consequences which are deduced from non-compliance with bilat- | 

eral obligations by one of the contracting parties. Now, Guatemala : 
would no longer beg that England do her the favor of paying her : 
what she owed; now, she will no longer ask for compliance with | 

a the Convention which England has ignored and broken; today, Guate- 
mala demands of the powerful British Empire. that matters return — 

_to the situation in which they were prior to the Convention of 1859, 
| and, consequently, the territory of Belize must return to the sover- 

elgntyofGuatemala.. : Te 
| This firm resolution of the Government of Guatemala wasexpressed 

: in an absolutely clear and explicit manner by the Minister for Foreign 
| Affairs to the new British Minister Mr. Leche in an official conversa- 

) tion held after his reception by the President ofthe Republic. 
| Guatemala is determined to make herself heard in the world. She 

will resort to all the sources of justice; she will knock at the doors 
of all Foreign Offices; she will ask for moral backing and the support | 

| which the Governments of the States of America can give her; she 
will invoke American solidarity and the principles which protect the 
rights of this continent, proclaimed in the Conference of Buenos Aires 

_ and ratified in the Declaration of Lima in 1938; in short, she will leave 
unused no legitimate recourse, no reason which she does not invoke, 
nor support which she does not solicit, until she obtains justice, and 
therewith, the recovery of the territory ceded to Great Britain in 
return for the compensation or price which the latter should pay her. 

The Ministry for Foreign Affairs, on making the juridical study 
of the situation created by England, has been surprised by the vir- | 
tual unanimity of the doctrine sustained by internationalists of all 
times and of all nations which render homage to the principles of inter- 

| national right thereby affirming that the Convention of 1859 has 
ceased to exist. The bibliography which supports and backs the res- 

| olution adopted by Guatemala is abundant and of great weight. From 
Grotius and Vattel, Calvo and Riquelme, Fauchille and Foignet,
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Heffter and Fiore, Epitacio Pessoa and Ruiz Moreno, Bassett Moore 
and Bluntschili to Oppenheim and McNair, the latter, the most mod- 
ern and learned English internationalists, all are in agreement with 
the principle of caducity which the Government of Guatemala main- 
tains: | : 

It must then be considered as a Just motive to legalize suspension | that the contracting party violate the treaty. It is in effect. unques- tionable that when one of the parties does not fulfill the obligations contracted, it places the other in the position of declaring itself freed from the obligation to comply with its (engagements). Hence, if the violation refer to the essence or to one of the more important points of the Treaty, the resolution thereof may be deduced therefrom. | (Fiore, Treaty of International Public Right.) | 
| What are the effects of a violation of treaty committed by one of the parties on the duration of the Treaty and its executive force? The : | two following proposals seem to be considered unquestionable and it is not necessary to show the exactitude by arguments: that is, first, the | violation of the treaty does not free epso facto the party, who is to blame, from the obligation to execute subsequently the engagements | | contracted by it in virtue of these dispositions, as neither can take ad- vantage of its own mistake; second, the violation of a treaty does not free ipso facto and without express declaration on its part the other | party, the party which is the victim, of the obligation contracted in a virtue of the dispositions. The effect of a violation (of the kind which we are going to define) is only to give to the other party the right to put an end to the treaty in that which concerns its subsequent execu- . : tion. If it does not make use of this faculty within a reasonable time, | | the right to exercise it disappears. 

In 1887, the Court of Claims of the United States declared in the case Hooper vs. United States that: a treaty in which the duration seems at first sight indefinite and which does not contain some pro- — __-vision relative to its termination, can be annulled by one of the parties under certain circumstances. By its nature, a treaty is a contract between nations. If the counter party does not comply, for example, or if some of the important provisions are violated by one of the _ parties, the other party has the right to declare the treaty terminated. The United States have sustained this thesis with regard to the Clay- ton-Bulwer Treaty. Mr. Frelinghuysen, who was Secretary of State at that time, wrote to Mr. Hall, Minister to Central America (July 19, 1884) : “The United States have the right to declare lapsed the Clayton-Bulwer Treaty. The basis for this opinion has been fully proved, I believe, by the two following arguments. On the one hand, the counter party having not complied, the purpose of the treaty | never having been realized, the United States ave not obtained the : objects had in view by them when they concluded the treaty: on the other, Great Britain has violated in a persistent manner their engage- ments not to colonize the Central American coast. There are then clearly two reasons for annullment: noncompliance by the counter arty and positive violation of the contract”. (Arnold D. McNair, La Lerminaison et la Dissolution des Praites, Paris, 1929.)
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| 84”. Violation of a treaty by one of the contracting States does not | | 

ipso facto cancel the treaty ; but it is within the discretion of the other | 

party to cancel it on this ground. There is indeed no unanimity 

"among writers on International Law in regard to this point, since some 

make a distinction between essential and non-essential stipulations | 

| of the treaty, and maintain that only violation of essential stipula- \ 

tions creates a right for the other party to cancel the treaty. Others 

oppose this distinction, maintaining that it 1s not always possible to | 

| distinguish essential from non-essential stipulations, that the binding | 

force of a treaty protects non-essential as well as essential stipulations, | 

and that it is for the faithful party to consider for itself whether vio- 

lation of a treaty, even in its least essential parts, justifies its cancella- 

tion. The case, however, is different, when a treaty expressly stipu- 

| lates that it should not be considered broken merely by violation of | 

, one or another part of it.  (L. Oppenheim, 4 Treatise—International 

Law, Vol. I, Peace, Fifth Kd.) ~ | | | 

| _. . in face of the declaration of Great Britain, in face of the acts | 

which have already occurred, it (the Republic) can, in its turn, main- : 

tain that not only the supplementary convention of 1863 has expired, 

because of non-compliance by the other party, but also the treaty of 

1859, and, in that case, formulate the consequent protest and the reser- 

| vation of its rights to all of the territory of Belize: this action would 

create a situation the opposite of the present one; that 1s to say, al- 

though therewith Guatemala would not receive what she understands 

belongs to her; she would make disappear in agreement with Great 

Britain, taking into consideration the unilateral declaration of the 

latter, which now exists, which, according to Guatemala, gave origin 

| to the right which Great Britain has over Belize.” (Ruiz Moreno, 

International Counsellor, Argentine Republic.) (Opinion requested 

in the case of Guatemala. ) 7 | ) 

| Many other references could be made; but they would make the — 

drafting on this memorandum long and tedious. Furthermore, the 

Government of the United States does not need technical illustra- 

tions, having many learned internationalists. As a simple reference 

for consultation, there are given at the end of this document the 

- bibliographical references of the treatises studied by the Ministry for 

Foreign Affairs of Guatemala. : | 

‘The White Book explains the means employed by Great Britain 

to leave unfulfilled her engagement; the Convention of °59 fixed the . 

English obligation to construct the highway from the capital of the 

Republic to the Atlantic coast of the country, without any conditional _ 

provision relative to cost, since that means of communication, of 

unquestionable benefit for the country, was the condition for the 

- territorial cession. Nevertheless, the English Government began 

alleging that the cost of £145,465, estimated by Engineer Wray, was 

excessive: the pathetic Anglo-United States discussion relative to 

huge world interests of the Caribbean came to result, once the point 

im controversy between the two great powers was eliminated, in the 

ridiculous haggling of a pound more or less between Great Britain
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and Guatemala for the satisfaction of the engagement—solemn inas- 
much as it was set forth in a pact signed and ratified by the Govern- 
ment of Her Britannic Majesty—contracted by the latter in favor of | 
Guatemala. — 

On August 5, 1863, the Republic had to sign the Convention of 
London, in accordance with which the British engagement was 
reduced to the payment of £50,000, in instalments of £10,000 based | 
on the construction by the Government of Guatemala, for their | 
account, of the aforesaid highway. The period for the exchange of | 
ratifications was fixed at six months counted from the signature of | 
the Treaty. Guatemala was involved in a war with her neighbors 

. and, therefore, the exchange of ratifications could not be made during. 
the period fixed. Great Britain alleged that the absence of the | 

| exchange during the period fixed for that purpose had caused the 
Convention of 1863 to lapse, and, although the latter was only supple- 
mentary to that of 1859, the English Government claimed that simul- 
taneously they were exonerated from their compensatory engagement 

_ to which clause seven of the document of territorial cession refers, — 
but, of course for London, the territorial acquisition which that com- - 

_ pensation was to indemnify remained in full force. 

With incredible ingenuity, the English statesmen thought that the 
nonratification of the secondary pact would leave ineffective the obli- | 
gation sine qua non, the price for what was obtained by means of the | 
principal pact. It is elementary reasoning that, when the clause of 
modification of any perfect international pact does not come into | 

_ force, matters return to the former status, to be governed precisely 
in accordance with the treaty which did not come to be modified. This 
was the jurisprudence invoked by the Government of the United | 
States when the Dallas-Clarendon Treaty was inapplicable due to | 
the modifications by Congress relative to the proposed dismember- 

| ment of Honduras and Nicaragua. The Secretary of State, Mr. Cass, 
informed the British Minister Lord Napier in his note of November | 
8, 1858: | | | 

The attempts to adjust the Central American questions by means 
of a supplementary treaty having thus failed of success, and the sub- 

| jects not being of a character, in the opinion of the United States, to 
admit of their reference to arbitration, the two Governments were 
thrown back upon their respective rights under the Clayton-Bulwer 
Treaty. (Bassett Moore, op. cié., IIT, 167/8.) 

In this manner, the nonratification of the Convention of 1863 made 
indispensable integral compliance with that of 1859,—and Great Brit- 
ain was obligated to honor her word relative to the compensatory 
clause or evacuate all the territory of the Anglo-Guatemalan Boundary 
Convention. Not because she was a great power could Great Britain 

- conduct herself with respect to Guatemala in a form contrary to In-
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ternational Law: “Under the treaty of 1850, while it is binding, the 
| United States have not the right to exercise dominion over or to 

colonize one foot of territory in Central America”, said Mr. Freling- 
huysen, Secretary of State, in 1882 to Mr. Lowell, Minister to England: 
“Great Britain is under the same rigid restriction. And if Great 
Britain has violated and continues to violate that provision, the treaty 
is, of course, voidable at the pleasure of the United States”. ‘To the 

| arguments of Great Britain which, in the transaction with the United 
States, tried to follow the same conduct as with Guatemala—to take 

advanage of the favorable part of the pact and repudiate the engage- 

ment—the Secretary of State replied : - 

‘The treaty was voidable at the option of the United States. This, 
| I think, has been demonstrated fully on two grounds. First, that the 

consideration of the treaty having failed, its object never having been 
accomplished, the United States did_not receive that for which they 
covenanted; and second, that Great Britain has persistently violated 
her agreement not to colonize the Central American coast. (/dzd., 

| IIT, 197.) | 

This was the opinion maintained by the Republic from the very 
moment when the English Government, abusing their privileged posi- 
tion, and once having obtained the desired object, repudiated compli- 
ance with the compensatory clause. In face of the impossibility of a 

| direct understanding with the Government of London, the Govern- _ 
| ment of Guatemala stated her rights and opinions before the Govern- 

ment of the United States and, as in 1835, left on record the energetic 
reservation of its rights: in a communication of December, 1872, the 
Minister of Guatemala stated to the Secretary of State: | 

Under such painful circumstances, the Government of the under- 
. ‘signed is obliged to disregard the Treaty of April, 1859 which they 

agreed to with Great Britain, because the latter nation has not fulfilled 
the obligations which were incumbent on it, since the clauses of a | 
treaty are correlative, one with the other, and the rights and obliga- | 
tions which originate therein are mutual, Guatemala cannot recognize 
the substance of the agreement which she signed when the rights, 

| which are therein stipulated, are denied her. 
As a consequence of this abrogation of the Treaty, the recognition 

which Guatemala had made of Belize as British property, is ineffec- 
tive, and the territory ceded should return to her possession .. . 

The Government of Guatemala understood perfectly the circum- 
stances then governing between the Governments of Great Britain 
and the United States, inasmuch as they refer to the interests debated 
relative to the possession of the interoceanic routes, and, therefore, in 
invoking, because of the lapse of the Boundary Treaty of 1859, the 
return to the former status of the question, the Guatemalan Pleni- 

potentiary added that:
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Great Britain should only conserve the rights which she former] 
had in Belize, that is, those which she obtained by her Treaties with 
the Spanish Government, to cut and export timber, but without being 
able to erect fortifications or establish any kind of Government, or | 
exercise any act of sovereignty in the country. © 

In this same letter, the Representative of Guatemala stated that 
the latter Government had decided to send “a special agent to state 7 
to the British Government that Guatemala cannot continue in the 
difficult situation in which she has been placed, and consent that Great _ 
Britain enjoy the advantages derived from the Treaty without com- 
plying with the obligations which it imposed on her, and on the other 
hand neither can she permit that that nation continue Invading and 

absorbing the territory of the Republic and depriving her of extensive 
and fertile lands”. In a separate paragraph those activities will be 
explained. a : 

The Government of Guatemala, said her Representative in another 
paragraph of that communication, “understands that. Great Britain 
is not to desire to abandon the advantages which she acquired by the : 
Treaty of 1859, and will ignore their demands while a powerful influ- _ 
ence does not oblige her to respect the rights of Guatemala”. 

The Envoy of Guatemala went to London, but, unfortunately : 
“Without the powerful influence” which might convince the English 
Government that the abuse of force retards but does not destroy justice. | 
Let us present the White Book of Guatemala. Lord Granville, Eng- 
lish Secretary for State, declared on August 18, 1880 to the Guate- 
malan Plenipotentiary that “Her Majesty’s Government adhere to 
the views expressed in the note addressed to His Excellency senor don 
Juan de Francisco Martin by the Earl of Clarendon on November 
15, 1869, and that they cannot admit that there is any ground for 
submitting the question to arbitration”. That is to say, the review 
of the reasonings of the powerful, which having mocked the good 

_ faith of the weak, felt itself protected by perfect impunity in unfair 
conduct in negotiations between nations or individuals. Lord Stanley 
had given the Minister of Guatemala, on August 29, 1866, the formula : 
agreeable to Her Britannic Majesty’s Government : | 

This being the case, it becomes my duty to ask you whether, in the | 
opinion of the Government of Guatemala it would not be better that 
the project of constructing this road should be abandoned by mutual 
consent between the two parties, between whom the engagements to 
construct it were entered into ? 

Should the Guatemalan Government be of this opinion therein and 
to end all further discussion on the subject; if on the other hand 
they take a different view, it will be for them to suggest a method of 
proceeding which shall give sufficient security to Her Majesty’s Gov- 
ernment for the work being undertaken in an economical manner, 
for an equal share of the expense being borne by Guatemala, and for 
the commercial result being such as to justify the large outlay which 
in any case must be necessary. |
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- During the course of the entire controversy, the English statesmen | 

| persisted obstinately in such an ingenuous formula, which logically | 

must be interpreted as follows: with the bait of the road, from which 

the Republic was to obtain “unquestionable advantages” England 

_ obtained title to dominion over Belize and, when the despoliation had 

_ been consummated, and in view of the fact that England refused to 
comply with her word, by mutual agreement the two parties were to 

| | abandon the payment of the compensation! Lord Stanley was clever 
, when he revealed that the discussion would be terminated in this 

| manner. But the Government of Guatemala, in the light of abso- 
lutely Anglo-Saxon logic, gave instructions to their Plenipotenti- 

ary, who, on April 5, 1884, made the following statement to Lord 
Granville: => an | - : 

| The anomaly of this situation obliges my Government, before the 
country which has entrusted to it its destinies and in compliance with 

| its own duties, to call the attention of Her Britannic Majesty’s Govern- 
ment to this and urge its solution. In fact: either the treaty of 1859 

| is in force or it has lapsed. If it is in force, nothing prevents the two 
Governments from: proceeding with its execution, and in this case 
Your Excellency will recognize the advantage of interpreting Article 
7 in its most practical sense. If the treaty has lapsed, matters shall _ 

| return to their former status, and consequently, the two contracting 
. parties will be released from the obligations which they then con- 

tracted. But what the Government of Guatemala cannot accept and 
does not accept, is that the consent favorable to Great Britain, granted 
by it in Article 1 of the Treaty of 1859 remains in force, so long as the 
compensatory articles are not executed. | 

| Therefore, the Minister for Foreign Affairs of Guatemala has in- 
structed me, by order of the President, to present to Her Britannic 
Majesty’s Government, with the most respectful deference, but at the 
same time with the greatest clarity, the solemn protest which it makes 
against the recent de facto occupation on the part of Great Britain of 
an integral part of Guatemalan territory, declaring that while an 

| absolute agreement on this point does not exist between the two coun- | 
tries, said occupation cannot prejudice Guatemala’s rights at any time. 

| Pirates and smugglers founded the British settlement of Belize, at 
the beginning of the XVII Century, and a source of wealth for the — 
English was the smuggling of European merchandise sent to Central 

America and Mexico, and the pillaging of the wood cutters in Guate- 

malan territory. 
While the report of Engineer Wray was on its way to London, the 

: latter and the Guatemalan Engineer Cano Madrazo proceeded to fix 
the boundary posts and mark the frontier in accordance with the 
stipulation of the second article of the Convention of 1859. They fixed 
the posts at Gracias a Dios Falls on the River Sarstoon and at Gar- 

butt’s Falls on the Belize: when this was done, that is to say, British 
. possession assured by means of the fixing of the two principal vertices



| | DISPUTE BETWEEN GUATEMALA AND UNITED KINGDOM 217 

of the western boundary “the British commissioner received orders 
from his Government to suspend on his part the demarcation of the 

_ boundaries between Belize and Guatemala, until he received new in- 
structions” reads the Engineers’ report. 

| Great Britain was in possession of the Guatemalan territory, exactly  _ 
as her caprice desired, and at the same time, without marking the land | 
frontier, the Guatemalan forest was open to the plundering of the 
English wood cutters and a cloak for the smugglers, who, far from the : 
fiscal authorities, were at liberty to introduce their illicit commerce by 

_ the frontier of Peten to the heart of the country . | 
_ Tt is not pertinent to go into explanations in this respect. Let it 

| suffice to say that the Plenipotentiary of Great Britain before the 
_ Government of Guatemala, Mr. John Henry Stopford. Birch, in his | 

note of November 18, 1934, offered the Government of Guatemala,asa sy 
- magnanimous concession, that “if the Guatemalan Government should 
remove the existing ban on the export of produce from Peten through 

_ British Honduras and should refrain in the future from imposing 
vexatious administrative barriers ... His Majesty’s Government 

| are prepared to cooperate as far as possible with the Guatemalan Gov- 
ernment with a view to the suppression of contraband activities on the 
frontier”. These were the activities to which the Minister of Guate- 
mala in his note of 1872 to the Secretary of State of the United States | 
referred. | | | | 

In the spirit of conciliation which is only understandable in the | | 
traditional foreign policy of all the Governments of Guatemala, the | 

Republic sought, on all the occasions offered, the manner of seeing if 
it were possible to attain some settlement with the English Govern- | 
ment within the spirit of the Convention of 1859, even though this | 
had lapsed from the moment when Great Britain repudiated its com- 
pensatory clause. 7 | 

| _ And so, when on February 21, 1933 the British Minister asked if 
the Government of Guatemala “would be willing to appoint Guate- 

- malan engineers to examine a demarcation of the frontier to be carried | 
out unilaterally by British engineers”, the Secretary for Foreign 
Affairs replied on March 4, that, under instructions of the President | 

. of the Republic, he informed him that this Government desired to 
know before replying whether the Government of His Britannic 
Majesty, “in compliance with the Convention of April 30,1859 would | 

| be prepared to put into due effect the bilateral stipulations contained 
in Article 7 of said Convention”. _— | 

| On the 25th of the same month of March, the English representa- 
tive stated in an “urgent” note, that “the question of Article VII of 
the. Convention of 30th April 1859 will be carefully examined by His 
Majesty’s Government and that instructions upon the subject will be 

- gent me in due course”. Naturally His Majesty’s Government pre-
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sumed “that it is not the intention of Your Excellency’s Government 

to defer the conclusion of the arrangement proposed in my Note No. 

14 of 21st ultimo during such time as the question of Article VII of 

the Boundary Convention is receiving consideration”, and, conse- 

quently, the English Representative requested “at the earliest possible 

moment Your Excellency’s reply to my note under reference in order 

that that reply may be regarded as placing on record the understanding 

| arrived at with regard to the demarcation of the frontier between the 

Colony of British Honduras and the Republic of Guatemala by British 

Oe engineers, such demarcation to be subsequently examined by Guate- 

| malan engineers”. (/bid., 372/83.) Five days later, on March 29, 

the Legation presented in a rather accusing tone, as if blaming on 

- the Government of the Republic the lack of loyalty as a motive for 

a this controversy: = cone a | | | 

His Majesty’s Government who were glad to accept the arrange- 
ment proposed (?) by Your Excellency to His Majesty’s Minister in 

| January last and referred to in my Note No. 24 of the 25th instant, — 
are correspondingly disappointed and surprised that the Government 
of Guatemala should now raise the question of Article VII of the 
Boundary Convention of 30th April 1859, with a view, it would appear _ 
to procrastinate over the delimitation of the boundary. | as 

I am directed, therefore, to inform Your Excellency that His 
Majesty’s Government must insist on the prompt conclusion of.the 
necessary arrangements for the demarcation of the boundary without 

| regard to, although equally without prejudice to, the question of 
Article VII. re oe | | 

| | To the angry tone of the Chargé d’Affaires of Great Britain, Mr. 

C.C. A. Lee, the Secretary for Foreign Affairs replied: | 

The good will and friendly zeal with which the Government of 
Guatemala has received the suggestions of His Majesty’s Represent- 
atives in order to mark the frontier are evident to His Britannic _ 
Majesty’s Government; but at the same time it is aware, by the ante- 
cedents of the diplomatic correspondence had since 1862, that, if this | 
Government desired to comply with the desires of that of His Majesty, - 
it could not be less interested in that the Convention of April 30, 
1859, be faithfully respected in the entirety of its clauses and stipula- 
tions. Therefore, my Government cannot understand why the ques- 
tion which I asked you in my note of March 4 last, as to whether His | 
Majesty’s Government would be disposed, on its part, to comply with 

| the stipulation contained in Article VII of the Convention should 
have caused disappointment and surprise to that of Your Excellency, 
since this was invoked to have effect solely in the part which refers | 
to the demarcation but nothing was said as to Article 7 which im- 
poses a concrete obligation upon His Majesty’s Government and in © 
avor of the Republic. 

The formula of Lord Stanley (1866) was converted into the refrain 
of the notes of the English Legation, since Mr. Lee, in his communi- 

cation of April 7, 1933, stated : |
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By instructions of His Majesty’s Principal Secretary of State for oo 
_ Foreign Affairs that His Majesty’s Government in their desire to 
_ comply with the wishes of the Guatemalan Government are prepared 

to give most careful study to any practical proposals which the latter 
may put forward for the execution of the bilateral stipulations con- oe tained in Article VII of the Convention of April 30th, 1859, notwith- oo | standing that in the view of His Majesty’s Government subsequent - developments, such as the construction of a railway from Guatemala | City to the Atlantic Coast of the Republic, have fulfilled for many 
‘years past the needs which Article VII was intended to satisfy and _ thus have rendered its stipulations inapplicable to present conditions. 
‘The means of communication contemplated by Article VII would 
have to benefit both the Colony of British Honduras and the Republic ' of Guatemala; would have to be. economically sound and would have | ~ tobe constructed at the joint expense of both parties. | | . In thus giving proof of their anxiety to meet the wishes of the Guate- malan Government His Majesty’s Government confidently anticipate = that Your Excellency’s Government, animated by similar friendly | feelings, will proceed forthwith, without awaiting the outcome of | _ the investigation referred to in the preceding paragraph of this note, __ | . to an exchange of notes to enable the demarcation of the frontier between the Colony of British Honduras and the Republic of Guate-_ | mala to be carried out without further ‘delay. a | 

The study of these paragraphs will be enough to become acquainted __ | with the spiritual atmosphere in which—it being well understood, | _ that it was exclusively in consideration of the desires of Guatemila— 
the Government of His Britannic Majesty is acting. Upon agreeing : 
to the unfulfilled bilateral stipulations, the English Government con- | 

_ fess that they failed their word given in the compensatory clause of. | 
__ the territorial cession : in mentioning the needs which Article VII was | intended to satisfy, His Britannic Majesty’s Government recognizes | 

the damages, material and intangible, caused the Republic by leaving 
unconstructed the highway agreed upon, of which the English Minis- . 
ter Mr. Mathew said on June 29, 1862, that “the advantages, which 
Guatemala will derive from the road, by opening a vast district of 
rich country, are unquestionable”. The railway to which Mr. Lee ~ 
refers was opened in 1909, and consequently for a half a century the 
Republic was deprived of the advantages recognized by Mr. Mathew. 

~ But even if Guatemala had constructed, without the sacrifices which 
it has cost her, her railway in the year of 1859, the claim of the party 7 
guilty of violation of the contractual pact that if the injured party . 
proceeds at his own cost to repair the damage suffered by him, the 
transgressor is exonerated from responsibility, is truly unusual! It 
can be taken for granted, without fear of error, that no English tri- 
bunal—international or ordinary—would seriously corisider such 
jurisprudence. And still less what is insinuated in the following para- 
graph of Mr. Lee’s note: for Great Britain to satisfy the compensation 

_ which, if the Convention of 1859 were in force, she would owe to 
293800—57-_15
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-- @uatemala for the territorial cession of Belize, that compensation 

“would have to benefit the Colony of Belize!” This atrocity was 

| defined by the Minister Mr. Birch in his note of November 13, 1934: 

| I am now instructed to put forward, as demonstration of the good 

| will of His Majesty’s Government towards the Guatemalan Govern- 

| ment, and as their contribution towards the settlement of the above 

- question, the following proposal which, after the most careful study — 

of the economic considerations, appears to His Majesty’s Govern- 

, . ment to be the only one which can satisfy the above requirements. 

‘His Majesty’s Government propose that the Government of British 

Honduras should construct a road from Belize to the frontier of Peten 

and that the necessary continuation on the Guatemalan side should 

be constructed by the Guatemalan Government. = a ee 

| The “careful study of the economic considerations”. must have _ 

_.__ geferred to. the. precarious economic situation of the Colony, conse- 

| quent to the energetic suppression of smuggling exercised by the Gov- 

ernment of Guatemala, aggravated by the circumstance that the 

oe aerial communication between the capital of the Republic and the 

| towns in transit, in fact decreased the commerce in transit and the 

| movement of travellers by the port of Belize: the extensive depart- 

| ment of Peten was strangled, without ‘a direct exit to the sea due to 

| the British dismemberment of Guatemalan territory. And so, accord- 

os ‘ing to the English Government, the compensation due the Republic — 

from His Britannic Majesty’s Government would have to be diverted _ 

| from its intimate character to favor exclusively His Majesty’s posses- 

sions. It is, in reality, a strange manner to give satisfaction to the — 

| wishes of Guatemala. And furthermore, in his above mentioned — 

| note, Minister Birch added that His Majesty’s Government considered 

“as an essential condition to his proposal, that the Guatemalan Gov- 

- ernment should remove the existing ban on the export of produce 

| from Peten through British Honduras and should refrain in the _ 

future from imposing vexatious administrative barriers.” And in _ 

the same paragraph, the magnanimous promise in exchange for the 

| elimination of the customs tariffs for Belize: “At the same time, I am 

to inform Your Excellency that His Majesty’s Government are pre- 

pared to cooperate as far as possible with the Guatemalan Govern- 

ment with a view to the suppression of contraband activities on the 

frontier”. | 

| The Government of Guatemala did not weaken in its extreme spirit 

of conciliation and, taking into account the antecedents of this unfor- 

tunate affair,.made the minimum contra-proposals of a modesty 

excessive, only conceivable in the desire of obtaining, although by 

means of the renunciation of the most legitimate claims, some legal 

| formula which, with a very reduced advantage for the Republic, would 

give the impression that within the canons of the international family
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_ the dignity of Guatemala had received, on the part of Great Britain, 
the consideration which by no concept has she ceased to deserve. 

But the Republic had consented, in 1859, to be the propitiatory 7 
victim on the altars of English ambition, and this unfortunate mem- 
ory only serves as a stimulant to the arrogant injustice of the Govern- 
ment of London: no proposal could be satisfactory to them, they were 
determined not to comply with their engagements, but, on the con- 
trary, to attain new advantages at the cost of Guatemala. a 

| In the impossibility of reaching any direct adjustment whatever, 
the Government again proposed, as a last recourse, arbitration—and 
suggested as arbitrator His Excellency Franklin Delano Roosevelt, 

| President of the United States: His Majesty’s Government accepted 
in principle, but according to the note signed by Lord Halifax of 
August 17, 1937: “they are unable to agree that the arbitrator should 
be the President of the United States. They could, in fact, only 
accept arbitration in this case by the Permanent Court of Interna- | 
tional Justiceat The Hague”, sss | : Oo 

_ Lord Halifax deemed it unnecessary “to explain that this decision 
_ is not based on any objection of principle to a single arbitrator in | 

a suitable case, still less to the President of the United States 
individually”. | oo oe | | 

It rests rather on the conviction that The Hague Court is the proper 
tribunal to decide such a case as the present. The reasons for this 
view are aS follows. The issues in the present case are essentially of 
a legal character involving difficult questions of law and interpreta- 
tion which could not satisfactorily be decided by any tribunal other 
than a legal tribunal of high standing, and of all possible legal tri- | 
bunals The Hague Court by reason of the authority of its judges and : 
the length and nature of its experience is, in the opinion of His Maj- 
esty’s Government, by far the most suitable to decide a question of | 
this kind. Moreover it has been the invariable practice of His Maj- 
esty’s Government to make use of the machinery of The Hague Court | 
wherever possible, for the settlement of international disputes, save 
in cases where special considerations warrant a different course, and 
they see no sufficient reason for a departure from this practice in the 
present case. SC : 

The Ministry for Foreign Affairs replied under date of September . 
22,1937: : | | : 

The noncompliance with Article VII of the Convention of ’59 and 
the non-ratification of the settlement of °63 have caused Guatemala, 
other than the material loss, intangible injuries of a different character 
which can be proved by reading the copious correspondence sustained | 
by the two Governments since the middle of the last century ; injuries 
which the arbitrator must take into consideration, precisely because | 
the disagreement, subject of arbitration, refers to something different 

| than the mere legal interpretation of the dead letter of the Conven- 
tion.
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It is not a question of deciding merely juridical issues which in- 
volve questions of law and interpretation, and the Government of 

- Guatemala is convinced that that of His Britannic Majesty, animated — 
by the most ample and elevated spirit, will take into consideration 
this viewpoint. The Government of Guatemala must express first the | | 

| profound respect and consideration which it has for the Permanent _ 
| Court of International Justice at The Hague, the competency and 

integrity of which are beyond discussion; but, at the same time, it 
considers it necessary to set forth its conviction that the questions at 
issue are not only of a juridical order and therefore depart from the. | 

| somewhat rigid regulations of that tribunal which is exclusively de 
| jure with strict legal rules to which it must adhere in its decisions. | 
-. ” And-since His Excellency Lord Halifax declares that the disagree- 

| | ment of His Majesty’s Government as to the arbitrator proposed is not 
| based precisely on objections of principle to a single arbitrator—and 

| still less to His Excellency Prosident Roosevelt—in the most courteous 
manner I request Your Excellency to take into account the considera- 

tions which precede and which are to present to his high sense of jus- _ 
tice the regret with which the Government of Guatemala declines to 

| accept the Permanent Court of International Justice at The Hague, 
because for the pending case it does not have ample jurisdiction to.con- 

sider equitably the complexity of the matter, the settlement of which, 
I am certain, His Majesty’s Government desires as much as does that 

of Guatemala. =. Oo oe cS 
His Excellency Lord Halifax states that it has been the invariable — 

practice of His Majesty’s Government to make use of the Court at 
, The Hague, whenever possible, for the settlement of international dis- 

putes; but indicates also the exception of cases in which special con- 
siderations warrant a different procedure. oe | 
This latter consideration of the Foreign Office and the complexity 

| of the case, explained in the preceding paragraph, as well as the ab- 
sence of objection on the part of His Majesty’s Government to His 

| Excellency President Roosevelt as arbitrator, make the Government 
| of the Republic hope that that of His Majesty, desirous as it is of ter- 

| minating justly and satisfactorily the controversy, will be so kind as 
: | to reconsider its suggestion of the Court at The Hague, and will agree 

to His Excellency the President of the United States as a competent 
- arbitrator to hear the matter and decide it in justice and equity. 

After this note addressed to the Foreign Office, various verbal con- 
versations were held between the Secretary for Foreign Affairs and 
the Minister of Great Britain, during which the latter sustained the 
claim that the Government of Guatemala should recognize the part of 
the frontier demarked unilaterally by British engineers, without await- 

| ing the agreement relative to integral compliance with the Convention 
| of 1859. It was not until March 3, 1938, when the Minister of England, 

Mr. Birch, in an angry tone and with subterfuge, replied to this Gov- 
ernment note: | 

I am instructed to inform Your Excellency in reply that His Maj- 
esty’s Government in the United Kingdom regret that they are unable 
to accept the validity of the contentions advanced in your note under 
reference. Actuated by a desire to remove all possible points of fric-
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tions between Guatemala and the United Kingdom, His Majesty’s 
| Government have spared no effort throughout the period of the dispute : 

to find a means of implementing Article VII of the Anglo-Guatemalan : 
Convention of 1859 in a manner acceptable to the Guatemalan Govern- 
ment. They are consequently unable to assume any responsibility for | 
the failure of their attempts to reach a settlement satisfactory to all | 

/ concerned. As regards the question of the non-ratification of the | 
_ Anglo-Guatemalan Convention of 1863, to which your note makes 

special reference, I am directed to remind Your Excellency that, as has , 
been pointed out at previous stages of the controversy, her then Maj- 

__ esty’s Government were ready and willing to proceed to ratification in 
due time, and that it was solely owing to the attitude of the Guate- 
malan Government that the Convention never entered into force. 

In your note under reply, Your Excellency points out that the Gua- : 
temalan Government are unable to accept the proposal formulated in 
the second paragraph of the letter addressed by Lord Halifax to Doctor | 

| Matos on the 17th August, 1937, to the effect that the present problem 
should be submitted for arbitration to the Permanent Court of Inter- 
national Justice of The Hague. His Majesty’s Government for their — 
part remain of the opinion that the issue is essentially legal in char- 
acter, and for this reason regret that they cannot see their way to - 
reconsider their attitude in the sense desired by the Guatemalan Gov- 
ernment. | | : | | 

: In these circumstances His Majesty’s Government consider that it | 
would serve no useful purpose to pursue the matter further and that | 
they have, therefor, no option but to treat the present boundary of 
British Honduras, which they have every reason to regard as being 
entirely in accordance with the provisions of the Anglo-Guatemalan — | 
Convention of 1859, as constituting the correct boundary. They must, _ | 
moreover, disclaim all responsibility for incidents which may arise 

_ from any failure by the Guatemalan Government to observe the | 
boundary. | | 

The note of the English Minister could not do less than radically 
change the attitude of the Government of Guatemala: the discussion | 
having returned to the point where it had rested in 1884, when the 
Minister of Guatemala in London presented the dilemma of integral 
compliance with the Convention or its caducity, the Government of 
Guatemala had to repeat its energetic protest and reiterate concretely 
its reservations. It is clear that, as Minister Birch said in his note of 
November 18 to the Secretary for Foreign Affairs, circumstances have 
radically changed because of the 116 years of illegal possession on the 
part of Great Britain of the Anglo-Spanish Belize of 1786 and the 
80 years of usurpation of the additional districts to which the lapsed 
Anglo-Guatemalan Boundary Convention of 1859 refers. The Secre- 
tary for Foreign Affairs stated in his note of March 9, 1938: : 

In reply, I have the honor to call Your Excellency’s attention to 
the circumstances that the Government of Guatemala In its corre- 
spondence of recent years with that Honorable Legation has constantly 
invited His Majesty’s Government to consider the absolute necessity 
of giving due compliance to Article VII of the Convention, because,
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that Article being the only one of the pact which sets forth obligations 

to it in exchange for the advantages obtained, non-compliance with 

that compensatory clause, will necessarily invalidate the Articles which 

favor Great Britain. Whatever may have been His Majesty’s Gov- 

ernment’s reasons for not ratifying the Convention of 1863, it is an 

undeniable fact that, in rejecting the agreement of modification of 

| the obligations which Article VII of that of 59 imposes on it, the 

British Government reiterated the recognition of said obligation, 

| agreed upon by it in negotiating and signing the pact and in ratifying 

it, as well as in considering and proposing the modification of the 

clause of its obligation. | . | 

The Government of Guatemala believes itself firmly assisted in this 

matter by the Law of Nations, and in face of the declaration that His 

Majesty’s Government—deeming it useless to consider the Guatemalan 

-—--yiewpoint—decides to set aside the obligations solemnly contracted in 

| a perfect international pact, the Government of Guatemala renews 

| its demand for integral compliance with the Convention of 1859, main- _ 

tains the reservation of its rights, and rejects responsibilities for the 

consequences of non-compliance with a treaty, respect for which has 

| been continuously solicited precisely by the Government of Guatemala. | 

Such is the character of the controversy which Guatemala sustains 

- against Great Britain: at the time of the independence of the Republic, | 

- in 1821, the usufructuary privileges granted by the King of Spain 

to English subjects between the Sibun, Belize, Nuevo and Hondo 

Rivers, belonging to the jurisdiction of Guatemala, ceased,—and the 

English Government, although pretending to be a friend of the new | 

State, in spite of the latter’s protests and by means of the abuse of 

force, continued in the illegal possession of the territories of the Span- 

ish concessions. | | : | 

The Government of Guatemala resorted in 1835, to an appeal for 

the aid of the Government of the United States to bring about the 

evacuation by the Government of England of the territories which 

they illegally held, or at least while the question of right was being 

discussed, that His Majesty’s subjects cease the depredations to which | 
they resorted beyond the demarcation of the Anglo-Spanish conces- 

sions: in a memorable session of the Congress of the United States, 

at the beginning of 1853, the abuse of Great Britain and the complete 

sovereignty of Guatemala over all the territory in dispute were proved 

without a doubt. 
Nevertheless, by the Dallas-Clarendon Treaty (1856) the Govern- 

ments of the United States and of Great Britain without the knowl- 

edge and moreover, without the consent of the Government of Guate- 
mala, agreed that Great Britain should seize upon five times the terr1- 
torial extension of the English occupation, and in the form of a 
boundary treaty obtain from the Republic the legal title necessary 

to give an honest appearance to the violations of the Monroe Doctrine 

and the Clayton—Bulwer Convention which this dismemberment signi- 
fied. And so the defenceless Republic was handed over to the dis-
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_ eretion of Great Britain, and Guatemala had to sign the boundary 
_ treaty in accordance with the pleasure and taste of the English pleni- __ oo 

potentiary. ne / ee | 
Nevertheless, and since right is manifested even under the worst 

circumstances, Great Britain, in face of the impossibility of obtain- oo 
| ing the legal title which the United States demanded during the course. | 

of the prolonged Anglo-United States controversy relative to Central 
American affairs, of which Belize formed the principal part, the | 
English Plenipotentiary was obliged to consent to the compensatory | 
clause, perfectly defined by English diplomats, as has been seen in a 

- this memorandum. — | | Oo | , 
a The English Government, in spite of having ratified said compensa- | 

tory clause, as soon as they had consummated the occupation of Belize, — ) 
repudiated compliance with their engagement, and, upon declaring 7 
Invalid the article of compensation, caused the entire pact of terri- 
torial cession, mistakenly called a boundary part, to lapse. Here | | 
originated, since 1862, the 80 year. old controversy, for whose just 
solution the Government of the United States have offered their | 
friendly mediation in the Memorandum of June 8, 1938, now under 
reply. | 

_ As in 1835, in December of 1872, the Plenipotentiary of Guatemala 
stated to the Government of the United States that England had | 
caused the caducity of the boundary Convention of 1859, and that - 
‘Guatemala, in the material impossibility of securing immediate justice, 
reserved her rights for an opportune occasion; the Minister of Guate- - 
mala made similar declarations before the Government of London 

- in 1884. : | 
| In the course of this memorandum, the Government of Guatemala 

has reviewed the entire history of the question, examined in the light | 
of the opinion of prominent public men of the United States: the 
Republic no longer need to await the moment when the Government 
of the United States, natural defender of right and justice in ‘the 
Western Hemisphere—and the circumstances which in 1856 obliged 
it to consent to the dismemberment of the weak American Republic by 
a great European power—now being changed—will use its unquestion- 
able authority to make Great Britain return to Guatemala the terri- . 
tory which she usurped, and indemnify her for the damages result- 
/ing from that usurpation, not the least of which are the smuggling 
carried on by British subjects and the undue exploitation of the forest _ 
of Peten. 

Great Britain is involved now in an armed conflict for the defense, so . 
say her statesmen, of the sanctity of International Treaties; this is an 
opportune occasion to prove with acts the validity of the English 
ideal. 

[GuatemMaLa, November 15, 1939. ]
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SO ARGENTINA OO | 
_ NEGOTIATIONS RESPECTING A TRADE AGREEMENT BETWEEN THE a 

. UNITED STATES AND ARGENTINA? | a 

611.8581/737: Telegram = | . 3 : | 
. Lhe Chargé in Argentina (Tuck) to the Secretary of State — | 

| | Buenos Arrss, February 10, 1989—5 p. m. 
| | [Received 7:17 p.m.] 

| 30. Accompanied by Consul General Davis and Luis Fiore ? I called : 
on Groppo, Minister of Finance, this morning. _I went straight to — | 
the point and told him that during the visit to Buenos Aires of Fowler  _| 
and Sappington ® a confidential memorandum had been prepared Oo 
which in our opinion might form the basis for the negotiation of a — | 
trade agreement between Argentina and the United States. I said : 
that the contents of this memorandum were known to the experts of . 
the Ministry of Finance and that we had been led to believe that its 
provisions had aroused their sympathetic interest. I added that we — 
were grateful for the facilities which had been afforded by the Gov- 
ernment to Fowler and Sappington in forming their contacts and 

_ that an expression of his opinion of the memorandum would be appre- | | 
. lated. The Minister replied that he had familiarized himself with | 

the contents of the memorandum and that it was his intention toin- tS 
__ struct his experts to prepare a reply thereto. Whileatfirstheshowed = 

_ a tendency to speak with some heat of matters extraneous to the issue | 
and to revert to their past grievances, he ultimately declared that he | 
was a realist in the matter and was prepared to give thoughtful con- 

- sideration to practical issues. _ Oo a 
He declared to begin with that he recognized the need for a trade 

agreement, spoke disparagingly of Argentina’s trade relations with | 
Germany, intimating that while the Germans were promising big 
things at present, we could never tell what the future held in store. 
Furthermore that in his opinion the two countries to which Argentina | 
should look for the betterment of its economic situation were Great 

*¥For previous correspondence, see Foreign Relations, 1938, vol. V, Dp. 272 ff. *Prominent Argentine businessman who frequently acted as an adviser to the Minister of Finance. _. 
* By instructions of November 29, 1988, William A. Fowler, Assistant Chief of the Division of Trade Agreements, and James C. Sappington III, of the same Division, were directed to proceed to Buenos Aires and Montevideo to discuss . trade relations with officials in those capitals (611.8531/692b and /692a). 
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aa - Britain and the United States. At this point Davis reminded him 

i that the situation today with respect to trade relations between the 

--—- United States and Great Britain differed materially from that of | 

«4983. "To this the Minister expressed lively agreement and added he 

: : saw no insuperable obstacle in the way but on the contrary, given the | 

possibility of tariff concessions, including canned meat, he saw no 

--—s- yeasgon why an agreement on the basis of the memorandum should 

not be possible. ES Se a a | 

| In conclusion he said that he would consult with Louro* and | 

|  Prebisch ® and that he would then arrange another meeting with us 

| ~ at anearly date probably on Tuesday or Wednesday next. _ | 

| | Co OC | — Tock 

- 611.8581/7644 | So a 

| - Memorandum by Messrs. William A. Fowler and JamesC. 
| Sappington III of the Division of Trade Agreements _ 7 

| [Extracts] a ae 

| | | oe | _. [Wasurneton,] February 18, 1939. 

(1) Our commercial relations with Argentina have reached a highly 

| | critical stage. For reasons presently to be indicated, a decision regard- 

ing them must be reached promptly. This decision is one of first im- 

portance since it will influence the future course of our commercial and 

political relations with Argentina for years to come and is bound to 

| _ influence for better or for worse our political and economic relations — 

with Uruguay and the American Republics generally. _ - 

. (2) The Argentine Government is at present drastically curtailing 

a imports of United States products into Argentina, on a bilateral basis, _ 

_. while imports from the United Kingdom, Germany and many other 

countries, on the same basis, remain free of restrictions. The existing 

Argentine system of controlling imports on a bilateral, country basis 

plays into the hands of Great Britain, which has forced exchange 

advantages from Argentina under threat of cutting down purchases of 

fresh meat from that country, and also of Germany and other totali- 

tarian countries which can give commitments to purchase specified 

amounts of Argentine products, particularly fresh meat. 

(3) Officers of this Department who recently discussed the matter 

thoroughly with Argentine officials in Buenos Aires came back with 

the firm conviction that those officials are by no means satisfied with 

the present bilateral system and that they would welcome eagerly an 

opportunity to lessen Argentina’s dependence on European markets 

and obtain release from the conditions imposed by those countries. 

‘alfredo Louro, Chief of Argentine Exchange Control Board. | 

® Raul Prebisch, General Manager, Central Bank of Argentina.
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_ The disruptive effects of severe import restrictions on the bilateral _ 
basis, particularly the recent restrictions on imports from the United 
States, have caused a rising tide of criticism, on the part of interested | 
business men and the press in Argentina, which has placed the Minister | 

_ of Finance and other high officials on the defensive. Because of 
Argentina’s large dependence upon the United Kingdom market, 

_ Argentina has in the past been forced to yield to British pressure for | 
exchange preference, which makes Argentina feel that it is being 

| treated .as a colonial market. With reference to this situation an 
Argentine official is reported to have remarked that “Argentina would 

_ like to regain her sovereignty”. In the case of exports to Germany | 
and certain other European markets, there is not only the possibility 
of expansion but also the constant danger of arbitrary reduction of __ 

_ purchases from Argentina. Furthermore, in those cases in which the 
proceeds from the sale of Argentine exports can be spent only in the 

_ Importing country, Argentine buyers are not free to make their pur- _ 
_ chases where they can do so to the best advantage. Argentine officials 

- are worried now about how accumulated blocked marks can be utilized. — | 
(4) Argentine officials feel that Argentina’s only hope of breaking - 

| away from dependence upon European markets lies in the possibility 
of substantially increased trade with the United States. However, - 

| they are aware of, and naturally tend to exaggerate, the danger to | 
_ which Argentina’s export trade with Europe would be exposed if 

7 _ Argentina should break away from its bilateral commitments. It is . | 

very largely for this reason that we shall have to hold out to Argentine | 
officials the prospect of really substantial tariff concessions if weareto 
expect them to risk endangering Argentina’s exports to Europe. 

(5) The foregoing explains the real interest of Argentine officials | 
in an agreement with the United States, on our multilateral basis, pro- 
vided we could offer concessions which they would consider sufficient. 
That they are genuinely interested has been confirmed by reportsfrom __ 
the Embassy and Consulate General at. Buenos Aires, and through the 
press, since the officers of the Department referred to above left Buenos 
Aires on January 21, 1939. Among other things, these reports indi- 

_ cate that the Argentine authorities are awaiting with keen interest pro- : 
-posals from this Government along the lines discussed with them by 
officers of this Department. | . 

(6) The Trade Agreements Committee within the last few days : 
has again examined the whole situation and is impressed with the 
opportunity now presented to bring about a reorientation of Argen- 
tina’s trade policy. The Committee realizes that extensive concessions 
will have to be offered Argentina to bring this about, but not greater 
concessions than were previously recommended by it as entirely justi- 
fiable on economic grounds. The Committee’s recommendations when 
previously submitted were not all approved, it not being clear at that
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| time how far it would be necessary to go in order to obtain an agree- — 

ment. Recent conversations with Argentine officials leave no room 

for doubt that if this important objective is to be attained it will be | 

‘necessary to make concessions such as those recommended by the Trade _ 

Agreements Committee. __ | : a 

Oo (8) ... Recent discussions with the Argentine authorities have 

. ‘nade it clear that any customs quotas, however liberal, would be un- | 

acceptable. They emphasized in this connection, as they did on other 

| occasions, that we are proposing that they run the risk of losing part _ 

a of their-export trade with Europe by entering into a trade agreement | 

on our basis. In order to justify such a radical change in ‘their trade 

| policy, involving danger to their European trade, they strongly feel 

7 that they must be able to say that in the case of the United States,in 

contrast to Europe, no limitations are imposed on the extent to which — 

| Argentine export trade can be developed. | | | 

(9) If our efforts to bring about a reorientation of Argentina’s 

| commercial policy are to succeed, we must move forward without delay. 

We are informed by Argentine officials that the Argentine Govern- 

ment will begin discussions with the British in March or April rela- 

| _tive to the question of renewal of their trade agreement with the United 

Kingdom which could be terminated at the end of this year. If, in 

advance of these discussions, the Argentine authorities become con- 

vinced that a trade agreement with us offers real prospect of com- 

: pensation for any possible loss of exports to the United Kingdom, 

| the discussions with the British could lead to a termination of Argen- 

tina’s virtual commitment to accord preferential exchange treatment 

- to British goods. If we do not shortly so convince the Argentine 
authorities, their agreement with the United Kingdom doubtless will 
be renewed on the present basis, probably for another three years, and 
thus postpone indefinitely and beyond the life of the present grant of 
authority to negotiate trade agreements, an agreement with the United © 

States on our basis. a | 

(10) The question before us now is not the question of the timing 
of public notice of intention to negotiate; it is the question of finding 
a basis for eventual negotiations. After we have reached agreement 

- on the basis, we can consider the question of the timing of the an- 

| nouncement of negotiations. | a | 

| (11) The conclusion of an agreement with Argentina, on the basis 
of full equality of treatment, would have the most far-reaching bene- 
fits both in its trade and political aspects. It would mean a significant 
change of policy by Argentina, the foremost Latin American exponent 
of bilateralism. It would end the preferential position enjoyed by the 
British in Argentina for the past six years and would discourage 

German trading methods in Argentina. Uruguay, a country which
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has been following bilateralistic policies to the detriment of our trade, = 
would undoubtedly follow Argentina’s lead. Furthermore, an agree- 
ment with Argentina would have a beneficial effect upon the other 
Republics in this hemisphere, a number of which are either practicing 
or tending towards bilateralism. | 

(12) The question which faces us is not merely whether we do or | | 
do not obtain advantages for our trade in Argentina. The alternative 
to finding a basis for a trade agreement isa trade war. The situation 

- would not remain static but would become worse. In view of the 
present serious and obvious discriminations against our trade and | 
the fact that these discriminations would become even greater if our | 
efforts to find a remedy should not succeed, failure to suspend. the , 
application of trade-agreement benefits to Argentina (and Uruguay) 
would constitute a glaring disregard of the generalization policy laid | 

_ down by the Congress in the Trade Agreements Act. Trade warfare 
with Argentina (and Uruguay) would be a severe blow to the good 
neighbor policy, the repercussions of which would be felt throughout | 
Latin America, and would tend to throw Argentina (and Uruguay) 
permanently into the totalitarian, bilateraltrade,orbit. 

«611.8581/7974 | | 

Memorandum of Conversation, by the Assistant Secretary of State 
| : | | (Sayre) | : oe 

| | [Wasuineton,] March 23, 1939. , 
Participants: The President, a | 

| | Mr. Welles,? oe | : 
| oe Mr. Sayre. | . , 

Mr. Welles and I saw the President this afternoon at 3:15 concern- 
ing the cotton export subsidy proposal and also concerning the Argen- | 
tine trade agreement. Regarding the latter, we outlined to the Presi-. | 
dent the critical situation now existing with respect to our trade in the 
Argentine and briefly described the existing situation. Mr. Welles : 

_- gaid that he wanted to ask the President’s help in making possible the 
negotiation of a trade agreement. I said that the wisest plan would 
be not to make any public announcement of negotiations until about 
July first but, in the meantime, to enter into confidential conversa- 
tions with the Argentine Government in order to find a sound basis for 
negotiations. I suggested that we would then probably be able to 
conclude the negotiations in September or October. ‘The President 

_- replied that he felt that would be too late and that the agreement 
should be concluded in August. | 

* Approved June 12, 1934; 48 Stat. 943. . 
*Sumner Welles, Under Secretary of State.



232 FOREIGN RELATIONS, 1939, VOLUME V | 

, I showed the President the proposed concessions as outlined in the 
memorandum dated February 18, 1939 covering canned beef, pickled 

| and cured beef, cattle hides, corn and edible and inedible tallow, oleo | 
oil and oleo stearin. The President agreed to these except that as to 
canned beef he suggested that we find some way of classifying the 

. canned beef into several grades and giving the concession on those 
grades which are almost entirely supplied to the United States from 

| the Argentine but which are not produced in the United States. I 
explained to him that a general concession in canned beef was fully — 

| justified on economic grounds and he replied that in spite of this it _ 
oe would be necessary to have some trimmings to prevent complaint that 

| ‘Wwe were giving away our market to Argentina. | ag 

| The President also said that for similar reasons he hoped we would 
| be able to impose a quota on canned beef. > a. | 

The President promised to speak to Secretary Wallace * about the 
| trade agreement tomorrow and tell him that he, the President, desires 

: a trade agreement with Argentina. | 
| os | Francis] B. S[ayrre] 

611.8531/871a : Telegram TO oo 

The Secretary of State to the Ambassador in Argentina (Armour) 

: , WASHINGTON, June 28, 1939—4 p. m. 

106. In pursuance of the trade-agreement discussions in Buenos 
Aires and in accordance with the procedure generally followed in 
trade-agreement conversations, this Government now desires to ascer- 

| _ tain what concessions the Argentine Government would expect in re- 
turn for negotiating a trade agreement on our basis. As a result of 

_ exhaustive study of all produéts of which Argentina is the chief or an 
important supplier to the United States, this Government is fully pre- 

| pared to give consideration to any request, within the authority of the 
Trade Agreements Act, which the Argentine Government may wish 
to make in regard to the tariff treatment of such products. A mem- 
orandum in this sense, which embodies this Government’s proposed 
basis for a trade agreement (which is in line with the Fowler-Sapping- 

ton suggestions), is being sent you by air mail for transmission tothe | 
Argentine Government.®? A copy of the memorandum is also being 
handed to the Argentine Ambassador here. _ | 
You should, unless you perceive objection, immediately inform the _ 

appropriate Argentine officials of the foregoing. You should strongly 
impress upon those officials the necessity of avoiding any publicity 
regarding both the nature of any trade-agreement discussions and the | 
fact that such discussions are in progress. 

HOU 

®Henry A. Wallace, Secretary of Agriculture. - 
* Post, p. 234.
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611.8531/875a oo a | re ee ee 

| The Secretary of State to the Ambassador in Argentina (Armour) | | 

No. 6 | - , Wasuineron, June 28, 1939. | 

Sm: There is enclosed a memorandum with enclosures embodying | 
certain considerations and questions in regard to the basis for a pos- | 
sible trade agreement with Argentina. You should, unless you per- 
ceive objection, present this memorandum and. enclosures to the _ 
Argentine Foreign Minister ?° assoon as possible. | | 

It will be noted that the proposed basis for a trade agreement 
embodied in the memorandum is in line with the suggestions, with | 
respect to the basis for a trade agreement, made to members of the 
Argentine interministerial committee and to other Argentine offi- | 
cials by officers of the Department during conversations in Buenos 

_ Aires. The memorandum contemplates the negotiation of a trade . 
agreement under which, from its effective date, the Argentine Gov- 
ernment would accord full equality of treatment to United States 
trade, as provided in the proposed general provisions, and tariff | 
treatment as indicated for United States products. It is desired to | 
ascertain what concessions the Argentine Government would expect 
in-return for according this treatment to United States trade under : 

- amagreement. OS ee en 
| This Government does not envisage the negotiation of a conditional 

agreement or an agreement, such as suggested by Dr. Raul Prebisch _ 
(despatch no. 291 of February 24, 1939, from the Consul General ™), 

| which would provide for a transitional period during which the | , 
Argentine Government could take such steps as might be necessary 
in order to accord United States trade equality of treatment. This_ 
should be made clear to the Foreign Minister and to other appropriate 
Argentine officials. You should inform such officials that this Gov- 
ernment does not desire to negotiate an agreement of that nature and 
could not consider granting substantial concessions to Argentina for | 
less in return on the part of Argentina than is contemplated by the 
memorandum. . : | ) 

You should inform the appropriate Argentine officials that the 
Department is informing the Argentine Ambassador in Washington 
that, in the event the Argentine Government is inclined to agree to 

_ the proposed basis but considers it necessary to approach the Gov- | 
ernment of the United Kingdom for the purpose of obtaining a release 
from existing commitments to that country in order to be free to nego- 
tiate an agreement with the United States on the proposed basis, this 
Government, should the Argentine Government desire, will render 
all possible appropriate assistance. | 

* José M. Cantilo. 
4 Not printed.
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A copy of the enclosed memorandum is being handed to the Argen- 
| tine Ambassador. With respect to the products contained in the 

attached list,!? he is being informed that it is extremely unlikely that 
| any reduction could bemadeinthedutyoncorn. __ | cat 

| Please telegraph the Department any. suggestions you may have | 
a regarding the contents of the memorandum prior to transmitting it to 

the Argentine Government, and you will, of course, report promptly 
tothe Department the reaction of Argentine officials. = | a 

— . Very truly yours, ts _ For-the Secretary of State: 
- | - es : Francois B. Sayre 

7 a a [Enclosure] — Oo 

Memorandum To Be Presented by the American Ambassador 
(Armour) to the Argentine Minister for Foreign Affairs (Cantilo) 

The Government of the United States, in pursuance of conversations. | 
| in Washington between officers of the Department of State of the 

| United States and the Ambassador of Argentina and in Buenos Aires 
between officers of the Department of State of the United Statesand 

>. Officials of the Government of Argentina, desires to present to the | 
_ Argentine Government certain considerations and questions regarding _ 

| _ thebasis fora tradeagreement betweenthetwocountries. .0° =” 
- Three essential elements comprise the basis for the negotiation of 
a trade agreement: 1) possible tariff concessions by the United States; 

_ 2) the general provisions of the agreement, particularly those relating 
| to quotas and exchange; and 3) possible tariff concessions by Argen- | 

tina. | | | Sr 
| With reference to possible tariff concessions by the United States, 

the maximum reduction in United States import charges permitted by 
the Trade Agreements Act, under authority of which trade agree- _ 
ments are negotiated, is 50 percent. As the Government of Argentina 
is aware, the United States customarily grants tariff concessions only 

~ in respect of articles of which the other country concerned is the chief 
| or an important source of imports into the United States. In accord- 

| ance with this principle, the Government of the United States has 
exhaustively studied all products of which Argentina is the chief or 
an important supplier to the United States. Asa result of this study, 

, the Government of the United States is now fully prepared to give _ 
consideration to any requests which the Government of Argentina may 

| desire to make in respect of the tariff treatment of the products con- 
tained in the attached list. 

In making the above-mentioned study, the Government of the _ 
United States has borne prominently in mind the importance attached 

* Not printed.
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by Argentina to the trade in meat, and has reexamined with the great- _ 
est care the questions relating to the importation of chilled and frozen 
meats from Argentina. It has been forced to conclude that circum- 
stances connected with the sanitary laws and regulations of this coun- | 
try are such that no practicable means can be found for effecting any 

- immediate improvement in this situation. However, the Government | 
of the United States, having in mind possible future developments, 
would be willing. to cooperate with interested governments such as _ 
those of Argentina, Uruguay and Brazil, should such governments 
desire, in a study of rinderpest and foot-and-mouth disease. A study 

| of these diseases by an international group of well-qualified scientists, 
preferably non-governmental, might result, among other things, in a 
finding that meat prepared in certain ways could not possibly trans- | 

_ mit these diseases. ee | | 
As regards the second element in the basis for negotiations, namely, 

the general provisions, the Government of the United States could 
not consider signing an agreement, involving substantial concessions 

_ by the United States which would leave products of the United States a 
exported to Argentina at a disadvantage as compared with like prod- - 

| ucts imported from any other country. _ 7 : | 
The disadvantage to which United States trade in Argentina is | 

now subjected is due to the practice of the Argentine Government of | 
controlling imports on a bilateral basis, by means of prior permits | 
and differential exchange rates, which favors imports from certain | 
countries to the detriment of other countries, particularly the United | 
States. OO | | | | 

The Government of the United States fully appreciates that the 
Argentine Government may be compelled to control imports in order | 
to safeguard foreign debt service and other necessary remittances 
abroad and to protect the exchange value of the Argentine currency 
during periods of foreign exchange stringency due to abnormally low 
returns from exports. However, the Government of the United States a 
believes that any control of imports deemed necessary by the Argentine | 
Government can be exercised more effectively and more fairly on a 
commodity basis than, as at present, on a country basis. 

The control of imports on a commodity basis would permit the con-- 
trol of total imports, whereas the present practice may result in a 
diversion of imports from a disfavored to a favored nation and thus 
cause only a change in the source of imports. The control of imports 
on a commodity basis would be more fair than the existing practice 
because all suppliers to the Argentine market and Argentine importers 
would receive equitable treatment with respect to such imports as were 
admitted and the burden of restrictions would be spread over all export 
and import interests involved in the trade in the articles subject to 
restrictions. Even in the worst years, many articles could be per- 

293800—57——16 : |
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- mitted to enter without any restriction whatever. In the case of 

| articles subject to restriction Argentine importers would be free to — 
| buy where they could buy to best advantage, within the limits deter- 

| mined upon by the Argentine Government. = A : 

| Under the procedure here suggested, import quotas, applicable to a 
imports of particular products from all countries, could be established 
when necessary for the protection of the exchange value of the Argen- | 

tine currency. The maximum quantity of a given product which 
would be admitted into Argentina during a specified period, includ- _ 
ing any imports of such product under compensation arrangements, 
would not have to be allocated among supplying countries. However, 

if the Argentine Government should allocate a share of any such _ 
quantity to any third country, the United States would be allotted 

a fair share on the basis of its position as a supplier in a previous 
representative period. The previous representative period upon 
which the share of the United States in a total quota would be based 
would not necessarily be specified in the agreement. The Argentine | 

| Government. would be free to select a base period for each product 
7 subject to an import quota on the general understanding that the 

period selected would be representative with respect to imports into | 
Argentina of the product in question. Ifsharesofaquotaareallotted 

| to a third country and to the United States on this basis, the balance, 
if any, of the quota over and above these shares could, if the Argentine 

Government so desires, be made available to all other countries with- 

out specific allocation to such countries, or be allotted among several 

| countries or even entirely to one other country. It is assumed, how- 
ever, that the Argentine Government would as a general rule wish to 
allocate the balance, which in some cases would be a large part of the 
total quota, among other exporting countries on the same basis as that 
on which the allocation to the United States would be made. 

| | Such control of imports, based on careful estimates of exchange 
available for merchandise transactions after the debt service and other 

necessary remittances have been provided for and with sufficient flexi- 
bility for any revision of such estimates as might appear advisable, 

would insure that imports would not exceed Argentina’s capacity to 

pay. Thus the present basis for differential exchange rates as between 

countries would be removed and since only an amount of imports 
would be admitted for which exchange was available, payment could 

be made promptly for all imports. 

There are attached a set of general provisions which the Govern- 

ment of the United States would wish to have included in a trade 

agreement, together with a memorandum ™ explaining the articles 

pertinent to the above discussion. 

| 2a Memorandum not printed.
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With reference to the third element in the basis for negotiations, the 

Government of the United States would expect the Argentine Govern- 

ment to grant, under a trade agreement, improved customs treatment 

to important United States products, including: 

Prunes and raisins | 
_ Automotive vehicles and parts | | 

Lumber | | 

Cash registers and office appliances, such as adding, accounting, 

and calculating machines, and parts | 

Paints, enamels, and lacquers | | . 

. Apples (on a seasonal basis) 
Automatic refrigerators and parts 7 

Radio receiving sets, parts, and tubes | 

and to bind existing customs treatment of other products of which the 

United States is the principal or an important supplier. 

| The Government of Argentina, like the Government of the United 

States, doubtless has been giving intensive study to the possibilities of | 

a trade agreement and is therefore in a position to indicate at an early BS 

date the concessions it would expect the United States to grant in a | 

trade agreement. In the meantime, it is obviously desirable that both 

Governments make every effort to avoid any publicity in regard to any 

proposals under discussion or to the fact that such discussions are in 

progress. | 

WASHINGTON, June 28, 1939. | | | 

[Subenclosure] | | an 

Draft of General Provisions for Inclusion in Proposed Trade 
Agreement With Argentina 

The President of the United States of America and the President of 

the Republic of Argentina, 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 rela- ) 

tions and by granting mutual and reciprocal concessions and advan- 

tages for the promotion of trade, have through their respective Pleni- 

potentiaries arrived at the following Agreement: : 

 Arriciz I 

Articles the growth, produce or manufacture of the United States of 

America, enumerated and described in Schedule I annexed to this 

- Agreement, shall, on their importation into the Republic of Argentina, 

be exempt from ordinary customs duties in excess of those set forth in | 

the said Schedule, and shall not be assessed for customs purposes at 

valuations higher than those specified in that Schedule. The said 

articles shall also be exempt from all other duties, taxes, fees, charges |
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| or exactions, imposed on or in connection with importation, in excess of | 
| those imposed on the day of the signature of this Agreement or re- | 

quired to be imposed thereafter under laws of the Republic of Argen- 
tina in force on the day of the signature of this Agreement. = 

| Articles the growth, produce or manufacture of the Republic of 
Argentina, enumerated and described in Schedule IT annexed to this 

| Agreement, shall, on their importation into the United States of 
_ America, be exempt from ordinary customs duties in excess of those 

set forth and provided for in the said Schedule, subject to the con- - 
| ditions therein set out. The said articles shall also be exempt: from 

: all other duties,. taxes, fees, charges or exactions, imposed on or in 
: connection with importation, in excess of those imposed on the day 

sof the signature of this Agreement or required to be imposed there- 
-aiter under laws of the United States of America in force on the day 

a of the signature of this Agreement. ) ) 

| oe Arnon TE oo 
| The provisions of Articles I and II of this Agreement shall not _— 

prevent the Government of either country from imposing at any 
| time on the importation of any article a charge equivalent to an inter- 

nal tax imposed in respect of a like domestic article or in respect of 
_ &commodity from which the imported article has been manufactured 

or produced in whole or in part. 

| en  Arriorm IV 7 
The Schedules annexed to this Agreement, and the notes included 

: in them, shall have force and effect as integral parts of the Agreement. 

| . oo ArtictE V 

| Articles the growth, produce or manufacture of the United States 
| of America or the Republic of Argentina, 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 of any other foreign origin. 

| Articiz VI 

In respect of articles the growth, produce or manufacture of the 
United States of America or the Republic of Argentina enumerated 
and described in Schedules I and II, respectively, imported into the 
other country, on which ad valorem rates of duty, or duties based - 
upon or regulated in any manner by value, are or may be assessed, it
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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 laws and | 

regulations of the Republic of Argentina and the United States of 

America, respectively, in force on the day of the signature of this | 

Agreement. , | | | 7 i 

No prohibition, restriction or any form of quantitative regulation, 
whether or not operated in connection with any agency of centralized | 

) control, shall be imposed by the Republic of Argentina on the importa- 
tion or sale of any article the growth, produce or manufacture of the | 
United States of America enumerated and described in Schedule I, _ 

| or by the United States of America on the importation or sale of any | : 
article the growth, produce or manufacture of the Republic of Argen- _ 
tina enumerated and described in Schedule IT. } | : 

_ The foregoing provision shall not apply to quantitative regulations - 
in whatever form imposed by the United States of America or the © 
Republic of Argentina on the importation or sale of any article the | 
growth, produce or manufacture of the other country, in conjunction 
with governmental measures or measures under governmental author- : 
ity operating to regulate or control the production, market supply or 
prices of like domestic articles, or tending to increase the labor costsof | 
production of such articles, or to maintain the exchange value of the | 
currency of the country. Whenever the Government of either country : 
proposes to impose or to effect a substantial alteration in any quanti- _ | 

| tative regulation authorized by this paragraph, it shall give notice 
thereof in writing to the other Government and shall afford such _ 
other Government an opportunity within thirty days after receipt of 

: such notice to consult with it in respect of the proposed action; and © 
if an agreement with respect thereto is not reached within thirty days 
following receipt of the aforesaid notice, the Government giving such 
notice shall be free to impose or to alter the regulation at any time, 
and the other Government shall be free within fifteen days after such 
action is taken to terminate this Agreement in its entirety on thirty 
days’ written notice. | : 

| | Artictz VIII 

| No prohibition or restriction of any kind shall be imposed by the 
Government of either country on the importation of any article the 
growth, produce or manufacture of the other country or upon the ex- 
portation of any article destined for the other country, unless the | 
importation of the like article the growth, produce or manufacture 

_ of all third countries, or the exportation of the like article to all third 
countries, respectively, is similarly prohibited or restricted.
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No restriction of any kind shall be imposed by the Government of 
: either country on the importation from the other country of any | 

article in which that country has an interest, whether by means of 
import licenses or permits or otherwise, unless the total quantity of 
such article permitted to be imported during a specified period, or | 
any change in such quantity, shall have been established and made 
public. If the Government of either country allots a share of such 
total quantity to any third country, it shall allot to the other country 

_ a share equivalent to the proportion of the total imports of such article 
supplied by that country during a previous representative period, and 
shall make such share available so as to facilitate its full utilization, 
unless it is mutually agreed to dispense with such allotment. No lim- | 

- | itation or restriction of any kind other than such an allotment shall 
| be imposed, by means of import licenses or permits or otherwise, on | 

_ the share of such total quantity which may be imported from the 
| other country. OS | a ae 

_ The provisions of the preceding paragraph shall apply in respect of _ 
_the quantity of any article permitted to be imported at a specified rate 
of duty. So - | | i | 

| / —  Anmcre TX. Co | 

In the event that the Government of the United States of America 
or the Government of the Republic of Argentina establishes or main- 

) tains a monopoly for the importation, production or sale of a par- 
ticular article or grants exclusive privileges, formally or in effect, to 

_ one or more agencies to import, produce or sell a particular article, 
the commerce of the other country shall receive fair and equitable 

| treatment in respect of the foreign purchases of such monopoly or 
agency. To this end such monopoly or agency will, in making its 
foreign purchases of any article be influenced solely by considerations, 
such as those of price, quality, marketability and terms of sale, which | 

| would ordinarily be taken into account by a private commercial enter- 
| prise interested solely in purchasing on the most favorable terms. _ 

In awarding contracts for public works and in purchasing supplies, 
the Government of neither country shall discriminate against articles 
the growth, produce or manufacture of the other country in favor 
of those of any third country. | 

ArticLe X oe | 

In the event that the Government of the United States of America 
| or the Government of the Republic of Argentina establishes or main- 

tains, directly or indirectly, any form of control of the means of inter-— 
national payments, it shall, in the administration of such control: 

_ (a) Impose no prohibition, restriction, condition or delay on the 
transfer of payments for imported articles the growth, produce or
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manufacture of the other country, or on the transfer of payments nec- 
essary for and incidental to the importation of such articles; 

(6) Accord unconditionally, with respect to rates of exchange and _ | 
| taxes or surcharges on exchange transactions in connection with pay- | 

- ments for or payments necessary and incidental to the importation : 
of articles the growth, produce or manufacture of the other country, 

| treatment no less favorable than that accorded in connection with the | 
importation of any article whatsoever the growth, produce or manu- | / 
facture of any third country ; and | CB 

: (c) Accord unconditionally, with respect to all rules and formalities . 
applying to exchange transactions in connection with payments for ; 
or payments necessary and incidental to the importation of articles 
the growth, produce or manufacture of the other country, treatment | 
no less favorable than that accorded in connection with the importa- 

| tion of the like articles the growth, produce or manufacture of any 
third country. / ee | 

| | ; Article XI | | 

Articles the growth, produce or manufacture of either country 
- shall not be subjected, upon importation into the other, from what- 

ever place arriving, to other or higher duties or charges of any kind 
or to any rules or formalities other or more burdensome than those 
to which the like articles the growth, produce or manufacture of any 

| third country are subject. oo a , 
Articles exported from either country to the other shall not be - 

subjected to other or higher duties or charges of any kind or to any | 
| rules or formalities other or more burdensome than those to which 

the like articles exported to any third country are 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 Argentina in respect of any article originating in or | 

destined for any third country in regard to customs duties and other 
charges of any kind imposed on or in connection with importation or 

: exportation, to the method of levying such duties or charges, to all 
matters concerning the rules, formalities and charges imposed in — 
connection with importation or exportation, and to all laws or regu- 
lations affecting the sale or use of imported goods within the country, | 
shall be accorded immediately and unconditionally in respect of the 
like article originating in or destined for the Republic of Argentina 
or the United States of America, respectively. 

: Articte XIT 

Laws, regulations of administrative authorities and decisions of 
administrative or judicial authorities of the United States of America 

or the Republic of Argentina, respectively, pertaining to the classi- 

fication 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
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be applied uniformly at all ports of the respective country, except as 
- otherwise specifically provided in statutes of the United States of 
America relating to articles imported into Puerto Rico. _ Oo 

No administrative ruling by the United States of America or the 
| Republic of Argentina effecting advances in rates of duties or in 

charges applicable under an established and uniform practice to 
| imports originating in the territory of the other country, or imposing | 

aly new requirement with respect to such importations, shall be effec- 
tive retroactively or with respect to articles either entered for con- 
sumption 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 the protection of human, animal or plant 

| life or health, or relating to public safety, or giving effect to judicial __ 
decisions. | ae | 

,  Articte XTII 

If the rate of exchange between the currencies of the United States _ 
of America and the Republic of Argentina should vary considerably 
from the rate obtaining on the day of the signature of this Agreement, 
the Government of either country, if it considers the change in rate - 

| so substantial as to prejudice the industries or commerce of that | 
country, shall be free to propose negotiations for the modification of — 
this Agreement; and if agreement is not reached within thirty days 

| _ after the receipt of such proposal, the Government making the pro- 
posal shall be free to terminate this Agreement in its entirety on ) 
thirty days’ written notice. : | 

Articke XIV | | | 

Greater than nominal penalties will not be imposed in the United 
: _ States of America or in the Republic of Argentina upon importations 

of articles the growth, produce or manufacture 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 consid- 
eration to, and when requested will afford adequate opportunity for 
consultation regarding, such representations as the other Government 
may make with respect to the operation of customs regulations, quan- 
titative regulations or the administration thereof, the observance of 

| customs formalities, and the application of sanitary laws and regu- 
lations for the protection of human, animal or plant life or health. 

In the event that the Government of either country makes repre- 

: sentations to the other in respect of the application of any sanitary 

law or regulation for the protection of human, animal or plant life
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or health, and if there is disagreement with respect thereto, a com- 
| mittee of technical experts on which each Government shall be rep- _ | 

resented shall, on the request of either Government, be established 
to consider the matter and to submit: recommendations to the two 
Governments. = _ oe CS | | 

| The provisions of this Agreement relating to the treatment to be | 
accorded by the United:States of America and the Republic of Argen- - 
tina, respectively, to the commerce of the other country shall apply, | 

| on the part of the United States of America, to the continental ter- | 
ritory of the United States of America and such of its territories and 
possessions as are included in its customs territory on the day of the oe 
signature.of this Agreement. The provisions of this Agreement relat- : 
ing to most-favored-nation treatment shall apply, furthermore, to 
all articles the growth, produce or manufacture of any territory | 
under the sovereignty or authority of the United States of America 
or the Republic of Argentina, imported from or exported to any 

territory under the sovereignty or authority of the other country. | 
_ The provisions of this Article shall not.apply. to the Panama Canal 

Zone. | a 7 | 

The advantages now accorded or which may hereafter be accorded 
by the United States of America or the Republic of Argentina to 

_ adjacent countries in order to facilitate frontier traffic, and advan- 
: tages accorded in virtue of a customs union to which either country __ 

may become a party, shall be excepted from the operation of this | 
Agreement. | oe | : 

The advantages now accorded or which may hereafter be accorded | 
, by the United States of America, its territories or possessions or the 

Panama Canal Zone to one another or to the Republic of Cuba shall 
be excepted from the operation of this Agreement. The provisions of 
this paragraph shall continue to apply in respect of any advantages a 
now or hereafter accorded by the United States of America, its terri- 
tories or possessions or the Panama Canal Zone to one another, irre- 

_ spective of any change in the political status of any of the territories 
, or possessions of the United States of America. . 

Artictz XVII 

Subject to the requirement that, under like circumstances and con- 
ditions, there shall be no arbitrary discrimination by either country 
against the other country in favor of any third country, and without 
prejudice to the provisions of the second and third paragraphs of 
Article XIV, the provisions of this Agreement shall not extend to 
prohibitions or restrictions (1) imposed on moral or humanitarian
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grounds; (2) designed to protect human, animal or plant life or 

ae health; (3) relating to prison-made goods; (4) relating to the enforce- : 

- mentofpoliceorrevenuelaws. = = | : 

, 7 - Nothing in this Agreement. shall be construed to prevent the adop- 
7 tion or enforcement of measures prohibiting or restricting the impor- 

- tation or exportation of gold or silver, or to prevent the adoption or 
enforcement of such measures as either Government may see fit with 
respect to the control of the export or sale for export of arms, ammu- 

nition, or implements of war, and, in exceptional circumstances, all 
_ other military supplies, and it is agreed, further, that nothing in this 
Agreement shall be construed to prevent the adoption or enforcement _ 

| of measures relating to neutrality. re 
| The provisions of this Agreement relating to laws and regulations 

| affecting the sale, taxation or use of imported articles withinthe United _ 
| States of America are understood to be subject to the constitutional _ 

| limitations on the authority of the Federal Government. —__ 7 

- oo  Articee XVITE ts” | 

In the event that the Government of the United States of America _ 

or the Government of the Republic of Argentina adopts any measure 

which, even though it does not conflict with the terms of this Agree- 
| ment, is considered by the Government of the other country to have the 

effect of nullifying or impairing any object of the Agreement, the 
- Government which has adopted any such measure shall consider such 

| representations and proposals as the other Government may make with 
| a view to effecting a mutually satisfactory adjustment of the matter. | 

7 | ArtTIcLE XTX 

, Nothing in this Agreement shall be deemed to affect the rights or 
| obligations arising out of the Treaty of Friendship, Commerce and 

Navigation signed at San José on July 27, 1853.1* 

| / — ARTICLE XX | 

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 Argentina, 
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, subject to the pro- 
visions of Article VII and of Article XIII. The Government of each 
country shall notify the Government of the other country of the date 
of its proclamation. 

83 Treaty between the United States and the Argentine Confederation, Hunter 

Miller (ed.), Treaties and Other International Acts of the United States of 

America, vol. 6, p. 269.
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Unless at least six months before the expiration of the aforesaid a 
term of three years the Government of either country shall have given 

_ to the other Government notice of intention to terminate this Agree- 
ment upon the expiration of the aforesaid term, the Agreement shall 

| remain in force thereafter, subject to the provisions of Article VIT and | 
of Article XITI, until six months from such time as the Government 
of either country shall have given such notice to the other Govern- . 
ment. So . 

In witness whereof the respective Plenipotentiaries have signed this 
_ Agreement and have affixed their seals hereto. | OO 

Done in duplicate, in the English and Spanish 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 Argentina : | oe 

611.8581/876 : Télegrim - | | | | 

_ Lhe Ambassador in Argentina (Armour) to the Secretary of State 

| Buenos Arrzs, July 7, 1939—5 p. m. | 
| [Received 5:58 p. m.] 

115. Department’s telegram 106, June 28, 4 p. m., and instruction 
No. [6] June 28, 1939. I called on the Minister for Foreign Affairs - 
today and left with him the memorandum, at the same time bringing 
to his attention the points raised in the instruction under reference. 
Dr. Cantilo assured me that the matter would be given immediate at- 
tention, adding that probably even before an official reply is given to | 
our proposals, he hopes to be able to give us a general idea of his Gov- 
ernment’s reactions. _ - 

In order to expedite action I left with the Minister a Spanish trans- 
lation of the memorandum and its enclosures. Dr. Cantilo expressed 
appreciation for the thorough study which our Government had made 
and seemed to understand the need for prompt action. 

. | ARMOUR 

611.3531/894 | | 

The Chargé in Argentina (Luck) to the Secretary of State = 

| [Extracts] : 

No. 78 Buenos Ares, August 14, 1939. 
_ [Received August 22.] 

Sir: In confirmation of the Embassy’s telegram No. 132 of August 
12, 1 p. m.,!* I have the honor to transmit herewith six copies of the 

* Not printed. |
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a Spanish text of the original memorandum received at 12:80 p. m. on 

Saturday August 12 from the Ministry for Foreign Affairs. Six copies _ 

of the unofficial English translation are also enclosed. OO 

1 . q  °-  e , ° - ‘ 

I particularly desire to refer to the paragraph in the Argentine 
~ Government’s memorandum which reads as follows: | 

| _ “Desirous of hastening the negotiations, the Argentine Government 
accepts the present list, in the understanding that maximum reduc- 
tions can be obtained on the products mentioned therein; it reserves 
for itself the right to propose the amplification thereof during the 

| | negotiations in order to include other products of interest.” 

In a conversation which I had yesterday evening with Sefior Ceferi- 
no Irigoyen, Financial Counselor of the Argentine Embassy in Wash- 

_ ington, who is now in Buenos Aires, he volunteered the information 

that it was his Government’s intention to “stick to the present list” _ 
and that: the reference to the possibility of proposed amplifications 

| had only been inserted in order to “pacify” the Minister of Agricul- 

ture. It would seem that certain officials of the Ministry of Agricul- 

ture had desired more time to study our memorandum and insisted 

7 upon the insertion of this reservation before they were willing to ap- 

| prove the final text of the Argentine reply. | 
In the light of Sefior Irigoyen’s explanation it would therefore ap- 

| pear probable that in the steps leading to negotiations the Argentine 

Government would not insist upon the inclusion of this reservation. 
Respectfully yours, |  -§, Prnxnsy Tuck 

 - [Enclosure—Translation] | | 

The Argentine Ministry for Foreign Affairs to the American Embassy 

| MEMORANDUM | 

The Argentine Government has studied with the greatest interest 
the memorandum of the Government of the United States of June 

_ 28 last concerning the bases for the conclusion of a commercial treaty 

between the two countries. The considerations and suggestions of 
this document are of a constructive character to which the Argentine 
Government will be disposed to be responsive by making the necessary 

| effort to enable these considerations and suggestions to lead toanearly | 
understanding. Thus far, the restrictions that hinder the entry of 

: chilled and frozen meat into the United States, on the one hand, and 
the existence of a system of exchange control in our country, on the 

_ other hand, have constituted a powerful obstacle to negotiations. In 
the meantime, commercial intercourse has suffered from the inevitable 

| pressure of circumstances. For this reason the Argentine Government 
| attributes special importance to the statements of the memorandum in
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which the necessity of controlling exchange in order to protect the | 

value of the currency is recognized. And for its part, prompted by 

a similar spirit of understanding, it realizes the impossibility of | 

removing at this time the obstacles which prevent the entry of Argen- 

tine chilled and frozen meat into that market. It continues to hope, | | 

. however, that a solution of the problem created by the sanitary reg- 

ulations may be reached, making possible the encouragement of an | 

increase in the trade of both countries. To this end the Argentine 

Government is ready to cooperate with other governments interested __ 

in the study of hoof-and-mouth disease in general and of the means 7 
to avoid it, and it adheres to the proposal of the Government of the — 

United States. a | 
The President of the Republic, Dr. Ortiz, explained in his last mes- : - 

sage that Argentina does not pursue any policy whatsoever of bilateral | 
compensation of trade and expressed his firm conviction that the -§ 
return to multilateral trade with the minimum of obstacles is what 
best suits the economic interests of this country. It is to be hoped : 
that such a categorical statement will contribute to dissipate all doubt a 
as to the direction of our commercial policy, taking into account the | | 
temporary character of the provisional measures which this country 
has found it necessary to adopt. | | | : 

The first of the three points of the memorandum refers to the pos- 
sible tariff concessions by the United States. This is the fundamental 

_ key to the entire problem. The physical volume of Argentine exports _ 
, remains at the same level which existed prior to the world crisis; and : | 

owing to the conditions prevailing in the European markets it is only 
from the United States that it is possible to hope for an increase in 

~ purchases which would permit Argentina to increase the imports which 
‘it requires in order to continue its economic development intensively. | 

In previous conversations the officials of the United States esti- | 
mated the possible increase of our exports to that country at approxi- 
mately 30 to 40 million dollars in the event of certain customs reduc- 
tions within the limit of 50% of the Trade Agreement Act being 
granted. Naturally such an increase could only be expected under 
very favorable economic conditions in the United States. Otherwise 
the figures would be considerably lower. Therefore it will be neces- 
sary to await the concrete results of the agreement before forming a | 

: definite opinion on the subject. Meanwhile the essential thing is to 
come to an understanding which may provide. Commerce a firm and 
stable base for its progressive development. | 

During the conversations carried on in 1938, the Argentine Govern- 
ment proposed a list of products more extensive than that submitted , 
in the last memorandum of the United States. | 

Desirous of hastening the negotiations, the Argentine Government 
accepts the present list, in the understanding that maximum reduc-
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_. tions can be obtained on the products mentioned therein ; it reserves for 
itself the right to propose the amplification thereof during the nego- | 

| tiations in order to include other products of interest. | , 
| — The second point of the memorandum relates to the exchange con- 

trol system. In view of the present situation of the balance of pay- 
ments the Argentine Government is considering the possibility of 
gradually establishing a system of quantitative control of important 

i groups of imported articles, in order to prevent the reduction of the 
quantity of an article proceeding from certain regions from being 

oS neutralized by the simultaneous increase of imports from other 
| __- regions. This control would be applied generally and without any dif- 

: __ ference whatsoever in the rate of exchange with regard to the same 
: | article.* Therefore, the pertinent suggestions formulated inthememo- 

randum have been favorably received and the Argentine Government 
_ takes pleasure in stating its conformity, in principle, with regard to 

_ the suggestions in themselves as well as to the principles on which they 
are based. 

The concrete application of this method of quantitative control by 
articles must be thoroughly studied. Feeling certain that the Gov- 
ernment of the United States will do everything necessary to increase 
the importation of products from this country, the Argentine Govern- 

' ment is not particularly concerned on the subject of the application 
of these regulations except with regard to the first period or the period 
of transition which might cause difficulties of importance. However, 
it believes that these difficulties may be avoided thanks to the flexi- 

: bility of judgment with which the pertinent suggestions are set forth 
/ - Inthe memorandum. In effect, the agreement does not establish bases 

to determine the participation of each country in the importation of 
articles subject to quantitative control; the possibility is also admitted 
that the percentile participation may increase or decrease by reason 
of special factors. This will surely make it possible to find a satis- 
factory solution in certain cases which might otherwise cause consid- 
erable disturbance at first : a reasonable initial percentage might later 
be increased as the result of an increase in the quantity of exchange 
available whether through an increase of exports or through an influx 
of foreign capital. | | 

Lastly, the third point of the memorandum concerns customs reduc- 
tions to be granted for articles proceeding chiefly from the United 
States. The Argentine Government considers this point very favor- 
ably insofar as prevailing conditions may permit. In this respect the 
following must be borne in mind: (a) customs duties on articles in the 
list submitted in the memorandum are essentially for revenue and not 
for protection. The reductions must be such that they will not affect 

*Even with regard to articles not subject to quantitative contro] imports from 
the United States would not be subject to a rate of exchange less favorable than 
that applied to any other country. [Footnote in the original.]
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- materially the revenue at times when it might be necessary to increase - 
other taxes in order to balance the budget; (0) customs duties do not | , 

| weigh on the American exporter but on the Argentine consumer ; and _ 

- (¢e) the substantial reduction of duties on certain articles would only — a 

injure revenue without increasing appreciably the volume of sales of _ | 

American exporters; sales will increase in proportion with the buy- _ oS 

| ing power of the Argentine people through the increase of exports; i” 

this, and not the price, is the determining factor in the problem. ce 
- With a view to hastening the study of this point the Argentine Gov- 
ernment wishes to know what reductions the Government of the oe 

United Statesis interested in obtaining. — So - 
The desire expressed in the memorandum to have a prompt reply 

has made it possible to consider only those fundamental subjects set 

forth in order that the discussions may proceed. There are other | 

points of minor importance which will have to be studied immediately a 

7 and on which it will not be difficult to obtain a concurrence of opinion. 

‘Buenos Arrss, August 12,1939. | | | 

. 611.3581/899_ oe oO OO | oe | 

| Memorandum of Conversations, by the Chief of the Division of 
Trade Agreements (Hawkins) —— 

| | oe a [Wasuineton,] August 16,1939. — 

The Argentine Ambassador ™ called to inquire as to the progress 

we were making in regard to our reply to the Argentine note on the 

proposed trade agreement. I told the Ambassador that we were hard 

at work on it with a view to getting a reply to them as soon as pos- | 

sible. He asked me my personal opinion as to whether the Argentine | 

position as outlined in its recent note is such as to constitute a basis 

for a trade agreement. I told him that with regard to the most 

important point, namely the abandonment of the bilateral system | 

and the use of exchange control to effectuate this system, the situation 

seemed to me satisfactory. I mentioned, however, one or two points in 

the Argentine note which had caused me a little concern. First was 

the statement that the Argentine Government accepts the present list 

of products on which concessions might be granted by the United 

‘States on the understanding that maximum reductions can be obtained 

on these products. I said that we can not, of course, agree, even 

tacitly, in advance of negotiations and public hearings on the con- 
cessions to be granted; that while we are reasonably satisfied that 
concessions could be granted which would make the agreement worth 
while to Argentina, we can not determine until we get into actual 
negotiations what concessions can be granted. The second point that 

“Felipe A. Espil.
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caused me some doubt was the implication in the Argentine note that 
| in allocating any quotas that might be established for the protection _ 

- of the Argentine currency the share allotted to the United States 
oe would be variable. I said that this seemed to reflect some misunder- — 

oo standing of our position; that while our proposal did contemplate 
_———s some flexibility in the percentual share allotted to the United States, — 

| any such variation would in my opinion be justified only in very 
| exceptional cases. The Ambassador said he felt sure that neither of 

these points would createany difficulty atall = oe | 
oO The Ambassador himself raised a further point which needs a little _ 

clarification. He said that he had noted the Argentine reservation 
of the right to propose, during the negotiations, additional products 
on which concessions might be requested of the United States. The 

| Ambassador said he fully understood our procedure on this point and — 
| | that it would not be possible without additional notice and hearings 

_ to consider any products not on the original published list. 

- | | August 17, 1989. 
: The Ambassador phoned me this morning and said that after his 

conversation with me he had talked to Irigoyen,’* who is now in 
_ Buenos Aires, over long distance telephone. on another matter and 

had taken the occasion to mention the personal doubts which I had 
| _ expressed on the points mentioned above. Irigoyen said that we need 

_ have no apprehension whatever on the points referred to; that the 
| | Argentine Government in drafting its note to us was fully aware of. 

the fact that no decision as regards the concessions to be made by | 
the United States could be reached until after our hearings and that 
announcement of negotiations on the basis of the Argentine note 

- would put us under no obligations whatever, tacit or otherwise. 
With respect to the second point Irigoyen said that apparently the 
Argentine note had given an impression contrary to what was in the 

| minds of the Argentine officials; that he clearly understood that 
_ Variations in the percentual share would be definitely exceptional. 

The Ambassador said he had also referred, in his telephone con- 
versation with Irigoyen, to the Argentine reservation regarding the 

_ addition of products for consideration during the negotiations and 
pointed out to him that under our procedure this would involve an — 
additional notice and hearings and would not, therefore, be practica- 
ble. The Ambassador said that Irigoyen said that he was aware of 
our procedure on this point, as were his colleagues in Buenos Aires; 
that the reservation was put.in only to satisfy the Minister of Agri- 
culture and that we would not need to worry about their taking any 
advantage of it. ) 

| | | Harry C, Hawxins 

*C. Alonso Irigoyen, Financial Counselor of the Argentine Embassy. _
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| 611.3581/886a : Telegram - 

: The Acting Secretary of State to President Roosevelt, at Sea , 

| | _ Wasutneron, August 18,1939. 
12. The extended discussions with the Argentine officialshave finally = = ~— 

brought us to a position where the way is clear to open negotiations __ 
| with every prospect of a good agreement being reached. A trade | 

agreement would as you know buttress and solidify the good-neighbor | 
policy as well as bring about a distinct improvement for our trade 
and a positive advance against totalitarian methods. Failure to seize — : 
this opportunity would have the reverse effect by turning the present | 

| cordiality into an equal measure of ill-feeling and result in retrogres- , 
| sion In our commercial relations with Argentina. oe | : 

The proposal is to announce trade-agreement negotiations immedi- — 
ately with a view to completing them before late autumn. Wallace 
has agreed to this. All are agreed that we can work out an agreement — | 
which can be so safeguarded as to avoid injury to American produc- , 
tion. Secretary Hull feels, however, that political hazards in such | 
negotiations are such that he does not in these circumstances wish to | 
take responsibility of urging you; that the decision must rest with : 
you. On the other hand, I personally feel, and Grady *’ concurs, that - 
this agreement might well be made a political asset in view of pop-— 
ular approval of closer relations with Latin America and the obvious _ 
contribution which it would make to this end. Please let me know . | 
by telegraph whether you approve going ahead. In case you instruct Fy 
us to proceed will you telegraph Wallace and ask him to cooperate - — 
wholeheartedly in defending the agreement and to take suitable steps ae 
to see that his organization does so, since the Secretary feels strongly © 
that this must have the whole-hearted and active support of yourself _ 

and Wallace. | | OO 

611.8531/891: Telegram | | 

The Acting Secretary of State to the Ambassador in Argentina | 
(Armour) 

WasuHincton, August 19, 1939—10 p. m. 

131. Your 1382, August 12, 1 p. m.** You should transmit the fol- 
lowing communication immediately to the Argentine authorities: 

“1. The careful, sympathetic and prompt consideration which has 
‘been given to the proposals of the Government of the United States is 
deeply appreciated, and the apparent agreement between the two Gov- 

* Henry F. Grady, Assistant Secretary of State. 
“ Not printed. | 

298800—57——17
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~ ernments as to the general basis for the negotiation of a trade agree- 

: | ment isa source of gratification. .. . - re a 

| "9. With reference to the application of the proposed method of 

. quantitative control by commodities, the informal translation of the 

So Argentine Government’s remarks in regard to this matter might be | 

taken to imply that the percentual share of the United States in a 

given quota might be determined or changed without reference to a 

ss pepresentative base period, whereas the proposal of the Government , 

| of the United States contemplates that the regulation of imports 

--would be effected ordinarily, m the case of any product, through a — 

| change in the total permitted imports from all sources, the percentual 

. ) share of the United States normally remaining unchanged. The pro- — 

a ~ posal of the Government of the United States also contemplates, how- 

oo ever, the possibility of change in a base period, which might result — 

n'a change in the percentual share of the United States in the total 

- permitted imports of a particular product, if the trend of the trade 

or other factors should indicate that the base period originally chosen 

is no longer truly representative. With reference to the concessions 

to be included in the proposed agreement, it is understood of course 

that specific concessions, including the amount of reduction in duties, 

-  eannot be determined in advance of negotiations and prior to public 

notice and hearings in the United States. The Government of the _ 

- United States considers that on this understanding the interchange 

| of views between the two Governments affords sufficient prospect that 

if negotiations were undertaken they could _be brought to a mutually — 

| satisfactory conclusion. Accordingly, the Government of the United 

| States is prepared to issue public notice of intention to conclude a 
reciprocal trade agreement with the Government of Argentina. 

8. If agreeable to the Government of Argentina, the public notice 

co will, subject to confirmation, be issued on August 23. The time allowed 
7 for written briefs will be 4 weeks, and public hearings will begin on 

a October 9. Shortly thereafter, definitive negotiations in regard to | 

oe ‘specific tariff concessions can begin. Meanwhile, work on the general 
| provisions of the agreement could proceed. oO 

| 4. The Government of the United States would be gratified if the 

negotiations could take place in Washington and if an Argentine dele- 
gation could arrive about the first of October.” 

| If the Argentine officials should request an explanation of the first 

| two sentences of point 2 above, you should make use of the pertinent 

parts of this Government’s memorandum of June 28, 1939. 

Request no publicity pending public notice. In view of the time 

urgency, it would be helpful if discussions of the general provisions 

: could start immediately. These could be carried on with the Argen- 

tine Embassy here. It is desirable to avoid the arrival of a trade 

delegation before the close of the period allowed for written briefs, 

probably September 23. You might say that this would not apply of 

course to the early return of Irigoyen, who could assist in the general 

provisions discussions. 
Moore
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| 611.8581/808a : Telegram | | Be : 

The Acting Secretary of State to the Ambassador in Argentina SO 

| (Armour) oe | 

oO , | Wasutneton, August 22, 1939—5 p. m. 

132. Department’s telegram no. 131, August 19,10 p.m. With refer- - 

ence to paragraph numbered 3, you should immediately inform the a 

Argentine officials that public notice of intention to negotiate will be 

released here, if agreeable to the Argentine Government, for publica- | 

tion in the morning newspapers of August 23. At the same time, you _ | 

should inform the Argentine officials that, on further consideration, 

: it is planned to allow 6 weeks, or until October 4, for written briefs. | 
The hearings will begin on October 16. Consequently, it would be — 

| desirable for the Argentine trade delegation not to arrive before the 
end of September. These changes in dates should not involve any | 

delay in concluding the agreement, since, meanwhile, negotiations in it 

| regard to the general provisions and discussion of other matters can 

| proceed. a , | ee 

With the substitution of Argentina for Canada and of the foregoing _ - 

dates, the texts of the public notices will be the same as those issued in 

the case of Canada and contained in the Press Releases of January 29, | 

1938. The public notice of intention to negotiate will be accompanied _ oo 

by the list of products agreed to by the two Governments and a state- 
ment, along the general lines of that issued in connection with Cana-_ | 

dian notice, which will include the following: = oe | 

“Imports into Argentina from certain countries, with which Argen- 
tina normally has an export balance of trade, have in recent years. , 

received more favorable exchange treatment than have imports from _ 

the United States. The Government of Argentina has agreed that the 

proposed trade agreement will be based upon the principles of multi- 

lateral trade which underlie the trade-agreements program of the 

United States. The proposed trade agreement will assure that imports 

into Argentina from the United States will be accorded any advantage 

given competing imports from any other source and that any govern- 

mental regulation of imports into Argentina will be applied in a non- 
discriminatory manner.’ - 

Pertinent trade figures also will be given to the press. | | 

| The above-quoted part of the statement has been shown to Ambas- 
sador Espil. | | | 

| | WELLES
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611.8531 /895: Telegram | | | | 

 -The Ambassador in Argentina (Armour) to the Secretary of State 

| - Buenos Arres, August 22, 1939—9 p. m. 
. ae [Received August 23—12: 56 a. m.] 

| 135. Department’s 131, August 19,10 p.m. The following is trans- 
, lation of the memorandum which the Minister for Foreign Affairs de- | 

livered to me at 8: 00 o’clock tonight. _ | , 

| “1, The Argentine Government has received with satisfaction the 
Memorandum of the Government of the United States in which the 

'__ Jatter says it is disposed'to announce publicly its intention to negotiate 
| a reciprocal commercial agreement between both countries and hastens 

to express its agreement in order that the said announcement may be 
made simultaneously by both Governments on the date indicated. 

a 2. The Argentine Government also shares the sentiments expressed | 
- by the Government of the United States that an understanding has 

| been arrived at on the general bases for the negotiations and it is con- 
| vinced that the differences of interpretation in the application of the 

co quantitative regulations by products to which reference is made in the | 
second paragraph of the memorandum may be duly clarified during 
the negotiations = ss . oo : 

The Argentine Government considers that upon applying the quan- 
| _ titative regulation of imports for the greater efficacy of the system of 

Oo exchange control—applying the same with a general character to all 
countries—it has satisfied fully also the principle formulated by the 

- Government. of the United States, contrary to the system of bilateral 
regulation of trade, and has thus removed the fundamental obstacle | 

: | which had hindered previous negotiations. Bo - 
| The Argentine Government also considers that the choice of certain | 

| representative periods for the application of quantitative regulations 
_ isgenerally acceptable. But it will be necessary to proceed with flexi- : 

ble criteria with respect to certain special cases in order to avoid serious 
disturbances in the development of our trade with other countries. 
However, even in those exceptional cases the Argentine Government 

in order to avoid any action which might be interpreted as discrimi- 
natory is disposed to apply the regulations in such a way as to prevent 
diversion of imports from neutralizing the restrictions applied; also 
the same rate of exchange would apply to imports of a given article 
of any country. The inherent flexibility of the system as well as the 
mutual spirit of cooperation which animates both Governments, will 
make it possible to find equitable formulae as circumstances may re- 
quire. | 

3. The Argentine Government also agrees in general with the pro- 
gram of work outlined in the memorandum and it shares the desire | 
of the Government of the United States that the general provisions 
of the agreement may begin to be examined forthwith. The Argen- 
tine Government would prefer for the time being that the negotia- 

| tions take place in Buenos Aires, without prejudicing their being ter- 
minated in Washington once the fundamental questions are decided 
upon. 
"Buenos Aires, August 22, 1939.”
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Unless advised to the contrary the Foreign Office intends issuing a 
statement for release here in the afternoon papers of Wednesday 
August 23 probably similar to the one included in the Department’s | 
182 of August 22, 5 p. m. which has just reached me. , 

- : : ARMOUR 

611.3531/895 ; Telegram — - 

The Acting Secretary of Siate to the Ambassador in Argentina 
| (Armour) | 

| | | Wasuineron, August 23, 1939—2 a. m. 
133. Your 1385, August 22. Confirming arrangement made in tele- | 

phone conversation with Tuck * notice of intention to negotiate trade an 
agreement will be issued for publication in afternoon papers Wednes- | 
day, August 23.7° | | a | 

| SO WELLES _ 

611.3531/903a : Telegram mo . 

Lhe Secretary of State to the Ambassador in Argentina (Armour) 

| a ne Wasuineton, August 24, 1939—7 p. m. 
134. To avoid loss of time, you should begin at once discussions in 

regard to the general provisions of the proposed agreement, on the oo 
basis of the draft enclosed with instruction no. 6 of June 28. | 
Comments on the general provisions and certain recent improve- | 

ments in language will be sent shortly by air mail. These should be 
helpful in your discussions. Meanwhile, proceed as far as you can 
with the aid of such telegraphic instructions as you may feel called 
upon to seek in regard to difficult points encountered in the discus- 
sions. A tentative list of concessions to be requested of Argentina is | 
being prepared and a copy thereof, with supporting data, will be sent 
to you as soon as possible. Meanwhile you can assemble and bring : 
up to date the relevant material available to the Embassy, with a view 
to offering helpful comments on the tentative list when it is received | 
and before it is transmitted to the Argentine authorities. You should 
suggest to the Argentine authorities that they bring up to date their 
studies of articles of which the United States is the first or an im- 
portant supplier, in order to avoid delay in their consideration of our 
tentative requests. 

This procedure, which has been discussed with Ambassador Espil, 
should be agreeable to the Argentine authorities in view of paragraph 

*S. Pinkney Tuck, Counselor of Embassy in Argentina. 
” Department of State Bulletin, August 26, 1939, pp. 166-170.
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8 of the: Foreign Office note of August 22. - However, you should 

| make it clear that the question of the locus of the negotiations during | 

| the later stages is being held in abeyance for the time being. : 

| _ 611.3581/927 : Telegram | | ae - | 

The Ambassador in Argentina (Armour) to the Secretary of State 

| a : | | Buenos Arss, August 31, 1939—11 a.m. — 

an a | | | [Received 12:45 p. m. ] 

142. Department’s telegram number 184, August 27 [24],7 p.m. I 

: brought the contents of this telegram to the attention of the Foreign 

Office; leaving with them a memorandum embodying the principal 

; | points and have now received a reply of which the following is a 

translation: == | . ne 

: | “With reference to the Embassy’s memorandum of the 26th instant, 

the Minister of Foreign Affairs agrees that the discussion of the gen- 

eral terms of the commercial agreement between the Argentine 

Republic and the United States may begin immediately. _ 

| ‘In this respect, it believes it is necessary to establish forthwith that 

~ the discussions will have to take place on the basis of the Embassy’s 

: memoranda of June 29 *? and August 20 *° last and of the memoranda 

| of the Argentine Government of the 12th 4 and 22nd™ stant. 

- It takes pleasure in stating also that the Argentine officials are 
actively studying the situation of merchandise originating principally 

or in important measure in the United States. With this purpose 

there has been made publicly known a list of articles for which there 
| is considered the possibility of granting concession of customs char- 

| acter, in order that the persons or entities directly interested may set 
| forth their points of view concerning the advisability of including 

| such articles or not in the negotiations, and make any suggestion with 
regard to the manner, the extent and the nature thereof. For briefs to 
be presented it has been established that these must be submitted before 
midday of October 4 next. The date on which the corresponding 
hearings will take place has not yet been fixed, but, in order not to 

| delay the negotiation, all the necessary measures will be taken so 
that such hearings may terminate, at the latest, simultaneously with 
those to be held in the United States. | 

In accordance with the terms of the Ministerial resolutions of 
November 29, 1938, the Permanent Inter-Ministerial Commission of 
Economic Policy will participate in the negotiations, and this Chancel- 
lery is disposed forthwith to set the date for the first meeting of 
officials who, as representatives of the Government of the Argentine 

“See telegram No. 135, August 22, 9 p. m., from the Ambassador in Argen- 

tina, p. 254. - 
#i_e., the memorandum of June 28, p. 234. 
*See telegram No. 131, August 19, 10 p. m., to the Ambassador in Argen- 

tina, p. 251. 
* Ante, p. 246. | a
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Republic and the United States, will study the general clauses of the — 
new treaty of commerce which it is planned to conclude. 

Buenos Aires, August 29,1939.” | 
| ARMOUR 

611.3581/927: Telegram | | 

The Secretary of State to the Ambassador in Argentina (Armour) | 

_ Wasuineron, September 1, 1939—7 p. m. | | 

189. Your telegram no. 142, August 31, 11 a. m. | a 
1. The Department had no advance notice that the Argentine Gov- — 

ernment intended to publish a list of products on which it will con- | 
sider granting tariff concessions to the United States. Furthermore, 
apart from unofficial reports in the press, we have no knowledge of | 

| what the list referred to in the Foreign Office communication of | 
August 29 contains. It is obvious that the Argentine authorities should | 

| have given this Government an opportunity to go over any such list 
in advance of publication, just as we gave them an opportunity to - 
go over the list of products on which this Government will consider | 
granting concessions to Argentina, which list was published here on 
August 23.5 : | : 

2. The unofficial reports previously mentioned indicate that the 
list of products published by the Argentine Government may have 
been based on the short list of specially important products appearing 
on page 8 of this Government’s memorandum of June 28, 1939. 
However, that memorandum clearly stated that duty reductions would 
be requested on additional products and that the binding of existing | 
customs treatment would be requested on other products of which 
the United States is the principal or an important supplier to 
Argentina. : 

8. You should discuss this matter immediately with the Argentine 
authorities in the sense of the above, and say that, in view of their 
decision to publish a list of products, your Government has instructed 
you to request them to publish a comprehensive list, to be described 
as a list of products on which the Government of Argentina will 
consider granting concessions to the United States, such list to include 
the following products which, for reasons of economy, are identified 
in this telegram by their new tariff numerals and brief descriptions 
only. The list as published should contain full descriptions as they 
appear in the new Argentine tariff except in those cases, indicated 
below by asterisks in paragraphs 4, 5 and 6, in which only part of the 
coverage of the tariff number or numbers or new or additional lan- 
guage as given needs to be specified. The grouping of the items is for 
the purpose of informing you and the Argentine authorities confiden- 

* Department of State Bulletin, August 26, 1989, pp. 169-170. :
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| tially as to the general nature of the tentative requests which will be 

, sent by air mail tomorrow. The list as published should be described 

as indicated above and the products should be listed in order of their | 

| ~ tariff numbers with no indication whatever as to the nature of this : 

| Government’s tentative requests in regard to any item or group of 

items. | oe | 

7. You will note that various types of films are included in groups | 

A,BandC. For the purpose of the published list, number 5160 would 

‘appear only once but with the description broad enough to cover the 

three kinds of films described briefly in paragraphs 4,5and6above. | 

-s&, «Tt must be clearly understood that the definitive requests on the | 

- part of this Government which will be presented after the hearings 

will not necessarily be confined to the items covered by paragraphs 4, | 

5 and 6 of this telegram. However, it is believed unlikely, in view of 

the comprehensive nature of the list, that the hearings will result in 

- requests on additional items. | 
| -.-9, If reasonably brief, please telegraph full translation of the Argen- 

tine Government’s announcement in regard to the list it has already 

published. You should send the full text by air mail as soon as possi- | 

ble if you have not already done so. You should inform the Depart- 

ment promptly in regard to any publications issued by the Argentine 

authorities in regard to the proposed agreement, telegraphing descrip- 

tions or full translations in the case of reasonably brief publications 

| and sending full texts by air mail. | 

| Hout 

611.8581/929: Telegram | 7 

The Secretary of State to the Ambassador in Argentina (Armour) 

: WASHINGTON, September 2, 1989—2 p. m. 

141. Your despatch No. 94, August 25, 1939.77 
1. The Argentine authorities doubtless are fully aware of the time 

urgency. Signature of the agreement should take place as soon as 

possible after the hearings but in any case not later than January 1. 
2. Although we had hoped that an Argentine delegation would be 

prepared to come here shortly after the public notice of intention to 
negotiate, we have agreed at the request of the Argentine authorities 

to carry on preliminary negotiations through your office in Buenos 

Aires. We understand from your despatch under reference that the 
Foreign Minister is preparing to send a delegation to Washington for 
the final stages of the negotiations. We understand “final stages” to 

mean the definitive negotiations following the public hearings here. 

* Not printed, but see telegram No. 185, August 22, 9 p. m., p. 254.
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You should make certain that the Foreign Minister’s understanding 
in this regard coincides with ours. . : 

3. Since we shall be ready for definitive negotiations on or about 
October. 23, the Argentine delegation should arrive here not later than | 
the week beginning on that day. | | 

4. In view of the time urgency, it is important that the Argentine | 
delegation be fully prepared to enter into definitive negotiations im- 
mediately after arrival here. Presumably the necessary studies, in- 
cluding study of information and views submitted by interested Argen- _ oo 
tines to their Government, will be expedited as much as possible with — 
this objective in mind. | _ 

5. It is hoped that the delegation will come by air if the necessary 
studies referred to in 4 above should delay departure so as to make it | 

: impossible for the delegation to arrive in time by boat. | 
6. We are counting on the Embassy to push as rapidly and as far as 

possible the preliminary negotiations in regard to.general provisions 
and the tentative Schedule I. | | 

| 611.3531/978: Telegram | | 

_ ‘Lhe Secretary of State to the Ambassador in Argentina (Armour) 

oe thee , Wasuineron, September 12, 19839—7 p. m. 
_ 152. Your despatch no. 104 of September 5, 1939.7° It is strongly | 
desired that the issuance of a supplemental public announcement here : 
be avoided since any delay caused thereby in the completion of public | 
hearings and the consideration of views presented at such hearings 
would greatly enhance the difficulty of concluding the agreement 
within the necessary time limit. You should therefore endeavor to _ 
discourage any requests by the Argentine Government for conces- 

| sions on products not included in the list published with the public 
announcement of August 23. In this connection the rule of principal 
or important supplier generally followed by this Government in grant- 
ing concessions in trade agreements should be borne in mind and, if 
advisable, again called to the attention of the Argentine officials. In 
the light of our studies, it is difficult to see what additional products 
of any real importance in Argentina’s trade with the United States 
and of which Argentina is the principal or an important supplier to 
the United States, the Argentine officials could have in mind. 

It should be pointed out that this Government would have to con- 
sider any additional requests for concessions in the light of the above- 
mentioned supplier rule and that in any event it could not consider 
granting a concession to Argentina on any product not published with 
the public announcement of August 23 unless a supplemental public 

* Not printed. : .
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| ‘announcement were made and opportunity given to all interested per- | 

| sons to present their views regarding such product. 
The impracticability of issuing a supplemental announcement was 

Oo discussed in a conversation with Ambassador Espil on August 16, a 

7 ~ memorandum of which was sent you with the Department’s instruc- | 

tion no. 55 of August 30.22 0 ea Re | 

| 611.8581/1015 : Telegram Oo es oe 

The Ambassador in Argentina (Armour) to the Secretary of State 

| | , Buenos Arrzs, September 20, 1989—6 p. m. 

a a _- [Received 8: 50 p. m.] : 

| 174. Reference article number 16 of the proposed general provisions 

of the trade agreement with Argentina. The Argentine subcommittee 

| requests the addition of an exception reading in translation as follows: 

| “The favors which the Argentine Republic may have granted or 
may in the future grant to adjacent countries.” | 

| The Argentine officials explained that the addition of thisexception 
was intended to balance our requirement for exceptions in the case _ 
of Cuba and the Panama Canal Zone. Although special relationship . 

of the United States to Cuba and the status of the Canal Zone-were 

| fully explained, it was contended that if Argentina should sign a | 

trade agreement recognizing our right to grant preferential treatment 

| to third country without obtaining a similar concession in exchange, | 

a dangerous precedent would be established. In addition it was said | 
| that Argentina wished to have it recognized that it had special rela- 

tions with adjacent countries. It was added that Finland, in exchange | 
for Argentine recognition of Finland’s right to grant preferential 
treatment to Estonia, agreed not to claim any concession Argentina 
might grant to any Latin American country. However, Argentina 
sioned a trade agreement with Denmark last April recognizing with- 
out compensation Denmark’s special relations with Iceland. | 

It is believed that the Argentine authorities may have in mind that _ 
the right to grant adjacent countries special treatment might be used 
to preserve the market for Argentine wheat in Brazil. See page 2 of 
the Consulate General’s memorandum of August 29 enclosed with the 
Embassy’s despatch 98 of September 1, 1939.” 
Instructions in the premises by telegraph would be appreciated. 

| | ARMOUR 

” Not printed.
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611.38531/1016: Telegram a 

The Ambassador in Argentina (Armour) to the Secretary of State | 

| Buenos Arrss, September 20, 1939—7 p. m. : 
| | | [Received 9:30 p. m.] | 

175. Department’s telegram No. 152, September 12, 7 p.m. Last . 
night the Argentine Government presented the subcommittee with a 
note dated September 18 and addressed to me requesting amplifica- oo 
tion of the list of articles concerning which the United States will 
consider granting tariff concessions. Recalling that in its memoran- | 

- dum of August 12 * the right was reserved to include other products 
for consideration, the note states in translation : a 

se “The events of the last few days make the extension of the tariff © 
- concessions to be accorded by the United States to Argentina, especi- _ 
ally desirable. A considerable increase in our purchases of United | ; 

_ States products being evident, we must concern ourselves with better-_ | | 
_ ing the outlook of our exports to the United States. | ce - 

_ It is for this reason that the list includes some import classifications 
in which Argentina has not had a predominant share, but which, by | 
their nature can be easily produced and manufactured in this country.” | = 

| The additional list together with the corresponding 1930 United 
States tariff numbers is as follows: 41 casein glue, 42 refined glycerine, __ 
207 fluorspar, 703 hams and shoulders, 709 butter, 712 chickens and 

- ducks, 718 eggs, egg yolk and egg albumen, 725 macaroni, noodles, 
et cetera, 730 oil cake, 738 apple cider, 745 peaches, green, ripe or in 
brine, 748 prunes, plums, green, ripe or in brine, 772 canned, prepared 
or preserved tomatoes, 765 to 775 fresh and dried vegetables (seasonal | 
periods only), 775 hash of vegetables and/or fish, 806 concentrated 
grape juice, without number, vinic alcohol, 1102 wool N ES and An- | 
gora goat, Cashmere goat and Alpaca hair, 1530 goat and sheepskins 
rough tanned, 1558 grape oil (desired that it be despatched under this | 
paragraph), 1611 crude tartaric acid, 1681 kid, water hog, weasel, wild 
cat, snake, toad, hare, skunk, and penguin skins, 1688 cattle and other 
animal hair, 1693 and 1694 hoofs, horns, skirts, and tips, 1755 casings 
et cetera, N E S without number cracklings and stearine. 

Of the 37 items (34 tariff numbers) listed, 10 fall within the tariff 
classifications of articles included in the list submitted to the Argentine 

- Government and later published but represent additions of specific 
products. Fourteen items cover new classifications not previously : 
mentioned, but which are already subject either to binding or to special 
duties under one or more effective reciprocal trade agreements. Ten 
items refer to new classifications not now subject to any reciprocal 
trade agreement and three items are not classified according to tariff 
number. | 

» Ante, p. 246. | SRE Se eg
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Of the last 13 items, not more than 7 were imported by the United 

— States in substantial quantities during the years 1935 to 1937 inclusive. _ 

Of the 7, imports from Argentina were of consequence in only 2 cases. 

7 Moreover, it does not appear that this country would be able to dis- 
place any present principal supplier by reason of conditions resulting 

from the war in Europe. - Of the entire list only butter seems to meet 

the requirements generally accepted as essential in our trade agree- | 
ments procedure. | . | | 

We have made every effort to dissuade the Argentine Government 

| from making this request and its attention has been repeatedly invited 

to both the time element and assurances by Espil that additional 
Argentine products for consideration would not be requested. How- 

| ever, the Argentine officials appear to be definitely perplexed as to | 

- the possible effects of the war *? upon the country’s foreign trade, 
including the possibility of blocked balances in Great Britain. | 

-.-- Fagsume that in the absence of a new public announcement addi- | 

tional products could not be considered in the negotiations simply — 

| because they fall within the tariff classifications of other products 
mentioned in the list as already published. With respect to the arti- 

a cles covered in other trade agreements, some statement might be 

effective here indicating the probable duration of those agreements, | 

| namely, those with the United Kingdom, the Netherlands, Canada, 

— Cuba and Belgium. | | | 
I would appreciate telegraph instructions regarding: (1) whether . 

the Department is disposed to accept the additions requested by the 
- Argentine Government; (2) if so what effect acceptance will have 

on the ultimate date for public hearings in the United States; and 
(3) whether acceptance will affect the date on which the American 
delegation will sail. - ee 

| ee ARMOUR 

611.3531/1016: Telegram 7 | | 

The Secretary of State to the Ambassador in Argentina (Armour) 

| _ Wasutneton, September 23, 1939—3 p. m. 

165. Your telegram no. 175, September 20, 7 p.m. 
1. You should point out to the Argentine officials that of the prod- 

| ucts contained in the Argentine Government’s note of September 18, 
chicken eggs in the shell, asparagus, wildcat skins, horse hair, sausage 
casings, and oleo stearin are included in the list of products, on which 
this Government will consider granting concessions to Argentina, 
which was published with the public announcement issued here on 
August 23. | 

* For correspondence concerning the European war, see vol. 1. ee
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_ 2. You should fully inform the Argentine officials of the nature | 
_ and extent of the concessions which have been granted on the follow- 

ing products in trade agreements now in effect with the countries in- 
dicated. ‘These concessions are set forth in the publication of January 
1, 1989, of the United States Tariff Commission entitled “Changes 

| _ In Import Duties Since The Passage Of The Tariff Act of 1930” and 
In the supplement thereto of May 1, 1989, copies of which you have. 

_ 42, refined glycerine, Netherlandsand France _ | 
207, fluorspar containing more than 97 percent of calcium fluo- 

ride, United Kingdom | | - 
712, chickens and ducks, dead, dressed, or undressed, fresh, 

| chilled, or frozen, Canada | 
138, apple cider, Canada — | | : OO 
766, beets, other than sugar beets, Canada | 
768, mushrooms prepared or preserved, not dried, France 
769, peas, green or unripe, Canada 
769, split peas, Netherlands | 

| 769, peas, prepared or preserved, valued at 10¢ or more per 
| pound, Belgium | | : 

(71, white or Irish potatoes, Canada - , 
7 773, turnips and rutabagas, Canada | oe | 

: | (74, celery, natural, United Kingdom 
4&4, cabbage, natural, Netherlands : 
774, endives, natural, Belgium | 

| (74, carrots, radishes, and cauliflower, natural, Canada 
775,. sauerkraut, Netherlands a | 

7 775, onions, pickled or packed in brine, Netherlands _ | 
1530(¢), vegetable tanned rough leather made from goat or sheep 

| skins, United Kingdom _ 
1681, kid skins, undressed, United Kingdom | 

| 1785, reptile skins, Colombia, etc. | : 
1681, hare fur skins, undressed, Turkey | 
1681, skunk fur skins, undressed, Canada, United Kingdom 

In regard to the above products, you should explain that Argentina 
has supplied no fluorspar, apple cider or rough tanned goat and sheep 
skins to the United States recently; that total imports into the United 
States of dead ducks are negligible; that after careful study of all 
vegetables included in paragraph 765 to 775, it was found prior to 
publication of the list on August 23 that consideration could be given 
in the case of Argentina only to asparagus; and that Argentina has 
been a minor supplier to the United States of the remaining products. 

| You should emphasize, however, that the concessions indicated are 
now applicable through generalization to any imports into the United 
States from Argentina of the foregoing products. You may state that 
this Government does not anticipate the termination of any of the 
agreements containing these concessions. Concessions granted to Cuba 
are not generalized to any other country.
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Although a concession has been granted in the Canadian agreement 

| on 708, bacon, hams, and shoulders, etc., the benefits of this concession — 

have not accrued to imports of hams and shoulders into the United 

| States from Argentina because the existing sanitary regulations affect-. 

a ing such imports require removal of bones. However, these regula- _ 

| tions are now under consideration. | | ee 

| 3. You should inform the Argentine officials in strict confidence 

that it is contemplated that a public announcement of intention to 

negotiate a trade agreement with Chile will be made here probably 

| next week *? and that it is proposed that the list of products to be 

| published with that announcement will include the following: 

| 745, peaches, green, ripe or In brine OC 
748, prunes and plums, green, ripe or in brine - 
165, beans, dried a - Oo 
767, lentils Ho 7 ce 
769, chick peas or garbanzos, dried ae | 
770, onions a : a Oo 

a 770, garlic | | a | oo 
. 1611, crude tartaric acid : oO 

You should state that any concessions, probably on a seasonal basis, 7 

granted to Chile on the fruits and vegetables listed above, as wellason 
crude tartaric acid, would be extended to Argentina. a — 

| 4. In regard to the products not dealt with in paragraphs 1, 2 and 3 

above, you should explain to the Argentine officials that total imports 

into the United States of casein glue, concentrated grape juice, vinic — 

| aleohol, grapeseed oil, penguin skins and cracklings are of negligible 

commercial importance. During recent years Argentina has supplied — 

no imports of egg yolks and egg albumen; tomatoes, canned, prepared 

or preserved; or hash of vegetables and/or fish. Argentina is a very 

minor supplier of butter (the principal suppliers being the Nether- 

, lands and New Zealand with Argentina supplying about 1 percent of 

total imports) ; macaroni, noodles, etc. ; oil cake and oil cake meal; and 

weasel skins. Argentina has supplied less than 10 percent of imports 

of wools finer than 44’s (paragraph 1102(0)) and angora goat, cash- 

mere goat and alpaca hair. Water hog skins and cattle, ox and calf 

| tail hair, total imports of which are very small, have continuously 

been on the free list and are unlikely to be removed therefrom. 

5. On the basis of the foregoing information you should make every 

endeavor to persuade the Argentine officials to withdraw their request 

that this Government consider granting concessions on any products 

not included in the list of products published with the public an- 

nouncement of August 23. The addition of any product, no matter 

how unimportant, to that list would require public announcement, a 

8 Released October 2; Department of State Bulletin, October 7, 1939, pp. 346- 
349; see also post, pp. 403 ff.
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new period for written briefs and cral hearings. It is practically 
certain that this would delay the negotiations so as to make it im- | 
possible to conclude the agreement within the limits of the time avail- | | 
able. | | | - | | 

611.3581/1031: Telegram __ — | 

The Ambassador in Argentina (Armour) to the Secretary of State | 

Buenos Armes, September 23, 1989—3 p. m. 
oe [Received 4: 55 p. m.] 

179. Referring to the trade agreement in yesterday’s meeting the 
following objections and suggestions were informally made by the | 

/ Argentine subcommittee. 
| 1. The proposed articles governing exchange and quantitative con- 

| trol are not sufficiently flexible to allow satisfactory solution of prob- 
lems growing out of war such as European blocking of exchange for 
Argentine exports. They suggested negotiation of ancillary docu- 
ments to take care of special arrangements during war. Oo | 

_ 9, They also suggested that the agreement provides for a permanent | | 
mixed commission to which all special problems would be referred. - 

- The committee would also be employed on occasions contemplated in 
final paragraphs of articles 7 and 13. | | 

8. They thought that the clause of article 8 reading “Unless it is | 
- mutually agreed to dispense with such allotment” may provide the | 

flexibility they desire provided it applies to all questions of quantita- | 
_ tive control. re ) | , 

_ 4, Argentina objects to article 9 on the grounds that it would limit 
it in government purchases to a greater extent than contemplated by 
Argentine law. The subcommittee was reminded that without such 
provision the practical effects of most favored Nation treatment would 
be substantially annulled. | 

5. Their objections to article 10 were: prohibition of restrictions or 
delay on transfers as provided in clause (a) and the exchange rate 
provisions of clause (0). As indicated in its notes of August 12 and 
99, the Argentine Government has taken the position that equality 
of exchange treatment should be on a commodity basis and this would 
mean that the wording “any article” to conform to their understand- 
ing should read “Any like article’. The Argentine Government 
understands article 10 as now worded to mean that only one rate of 
exchange could be employed for all imports thus forcing them to 
abandon their present policy of employing different exchange rates 
to assist necessary imports and restrict those not considered as essen- 

tial.
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I would appreciate instructions on the points raised prior to again 
; discussing the articles covering exchange and quantitative control. — 

= | oe 7 ARMOUR | 

| /—-611.8581/1081: Telegram | | ae 
| The Secretary of State to the Ambassador in Argentina (Armour) 

| WasHInetTon, September 29, 1939—noon. 

170. Your no. 179, September 23, 3 p.m. Your paragraph (1). — 
| You should reiterate, on the basis of the pertinent parts of the memo- 

randum enclosed with instruction no. 6 of June 28, that the Articles 
on quantitative restrictions and exchange control, taken together, : 

| leave a large degree of flexibility by permitting the regulation of im- 
ports, through quotas, in conformity with exchange availabilities. If, 
as we hope and expect, the Argentine Government will be successful | 

| in avoiding commitments or arrangements which would have the 
| effect of earmarking for purchases in third countries exchange arising 

out of Argentine exports to such countries, and retains its freedom to 
| restrict when necessary the imports of particular products by means 

| of quotas, the Articles as drafted would appear to provide ample | 
_ flexibility even under war conditions in Europe. In this connection | 

you are authorized to say to the inter-ministerial committee that if 
| the Argentine authorities run into such difficulties in current negoti- — 

| ations with the British Government or any other government, and 
| desire our assistance in avoiding hampering commitments or stipula- 

tions, we would, upon request, do all in our power to aid them. 

| For your confidential information, we perceive the possibility that | 
the British may seek to block exchange arising out of Argentine ex-— 
ports to the United Kingdom. At the first convenient opportunity 
therefore you should, unless you perceive objection, broach this sub- 
ject orally with high Argentine officials and impress upon them the 
great disadvantage from Argentina’s own standpoint as well as ours 
of any such blockage of exchange which would, among other things, 
seriously prejudice the trade-agreement negotiations between our two 

| countries. You should state that if blockage of exchange is threatened 
in the case of the United Kingdom or any other important country, 
the Government of the United States would upon request take our ~ 
interest in the matter up with the foreign government or governments 
concerned. 

Your paragraph (3). This Government does not contemplate that 
the quoted clause could be used as a means of weakening or waiving 
the effectiveness of Article 8. We might, in the light of all pertinent 
facts, agree to a global quota which could not be allocated among 
countries of origin, or even in some special cases agree to dispense 
with allocation to the United States of a share of a particular quota 
which has been partially allocated to a third country or countries.
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- However, we obviously could not be expected to do so if the allotment 
to third countries but not to the United States would deprive this | 
country of an opportunity to obtain a fair share of the total quota. 

_ The flexibility provided by the quoted clause is not, therefore, very | 
great. — | | 7 ) 

Your paragraph (5). Prompt payment for permitted imports _ 
- should be possible under the provisions of the quota and exchange 

Articles by keeping imports within the capacity to make payments 
through the imposition of whatever quotas may be necessary. Fur- | 
thermore, since regulation of imports would be exercised through the 
imposition or non-imposition of quotas on individual products and 

| through the amount of the quotas established, there would appear to 
be no necessity for differential exchange rates between products for 
the purpose stated. The basic purpose and intent of the articles as 
drafted is to substitute quotas for exchange rates as a means of trade 
control. | oe | | | | 

Your paragraph (4). You should request copies of the pertinent | 
Argentine laws dealing with government purchases of foreign articles _ 
and transmit a set to the Department. It does not seem reasonable 
that the Argentine Government wishes to retain freedom to discrimi- __ : 
nate against the United States in regard to such purchases or that | | 
Argentine law should so provide. | : 

Your paragraph (2). A permanent mixed commission for the pur- 
pose mentioned would not be practicable from our viewpoint. In fact 
this Government could not agree to the establishment of any such | 
commission the existence of which might be construed as a delegation | | 

. of the powers conferred on the President by the Trade Agreements 
Act or whose functions might conflict with those of existing Amer- 
ican Government agencies. The purpose in mind would be served 
best, in our opinion, by intergovernmental communications through 
the usual channels. Each government may find it desirable, of course, 

to maintain or establish one or more interdepartmental committees . 

to study the operation of the agreement, with particular reference to 
matters calling for consultation between the two governments. 

Reply to your no. 174, September 20, 6 p. m. is in preparation. 
| Hon 

611.8531/1097 

The Ambassador in Argentina (Armour) to the Secretary of State 

No. 163 Buenos Arres, September 29, 1939. 
| [Received October 7. ] 

Sir: Referring to the Department’s telegram No. 165 of September 
23, 4 [3] p. m. in regard to the desire of the Argentine Government to 
have certain articles added to the list of products concerning which 

293800—57-—_18
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the United States would consider granting tariff concessions in the —_- 

proposed. trade agreement, I have the honor to enclose a copy ofa = 
|  note,®* which, in accordance with the Department’s instruction afore- 

| mentioned, I addressed to the Minister for Foreign Affairs on Sep- 
| tember 26th last. _. ae | - a 

| With respect to the progress of the trade-agreement negotiations 
| here, the Embassy and the Consulate General feel with increasing | 

| apprehension that there are certain basic principles of the general 
provisions on which there is not yet agreement and on which, indeed, 
‘we may encounter some difficulty. Apart from the position of the 

: Government here that contiguous countries of Argentina be excepted 
in the application of the most-favored-nation principle, there is some 
reason to suppose that Argentina is not really contemplating any very 

| radical departure from its bilateral trade policy, at least as long as 
the European war continues. Another matter of concern is the appar- 

oo ent intention of the Argentine Government, as expressed by members 
of its negotiating sub-committee, to press for a transitional period to — 

| precede the granting to the United States of unconditional most- 
favored-nation treatment. As evidence of these positions, I enclose a 
copy of a memorandum * of a conversation yesterday with Dr. Alberto 

, Bonfante, Assistant Chief of the Division of Economic and Consular 
| Affairs in the Ministry of Foreign Affairs. I am also enclosing a 

copy of a memorandum * of comments on the matter prepared by the 
Consul General and dated yesterday. 
The members of our sub-committee, as well as myself, are using every 

opportunity to impress upon the Argentine Government the impera- 
tive need to define clearly and promptly its position on these various 
matters and the need to come to an agreement on at least the funda- 
mentals before our delegation departs from the United States. I 
stressed these points in conversations with the Foreign Minister on 
September 25th and with the Under Secretary yesterday afternoon. 
Dr. Torriani, Director of the Division of Economic and Consular 

Affairs, has arranged for Consul Ravndal and Mr. Randall, Assistant 

Commercial Attaché, to have a conversation this afternoon with Sr. 
Irigoyen, Financial Counselor of the Argentine Embassy in Wash- 
ington, now in Buenos Aires, and Messrs. Ravndal and Randall 

intend to take this opportunity to ascertain more definitely just what 
the Government here now has in mind with respect to several of these 
basic principles of the trade agreement. 

In view of the above, the Department may wish to withhold making 

public the exact time when it is contemplated to have the delegation 

“Not printed. The note gave to the Argentine Government the information 
with respect to specific items contained in telegram No. 165, September 23, 
3p. m., p. 262. 

* Not printed.
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sail for Argentina. We would obviously be placed at a disadvantage 
| were the delegation to sail before we have come to a clear agreement | 

on the points to which I have referred. | a 
Respectfully yours, - Norman ARMOUR 

| 611.8531/1015 : Telegram — | | | 

The Secretary of State to the Ambassador in Argentina (Armour) = 

So / 7 Wasuineton, October 3, 1939—4 p. m. , 

_ 171. Your 174, September 20,6 p.m. The suggested additional 
| clause would seriously undermine the most-favored-nation principle _ | 
| as applied to trade between the American Republics. It is to the long- | 

run interest of Argentina as well as to the United States to strengthen 
rather than weaken this principle not only in this hemisphere but 

| throughout the world. | _ | | 
- Approaching the subject from this broad viewpoint, you should | 

reiterate as coming from the Department (1) that in the case of the 
Panama Canal Zone our exception has no commercial significance and 
that despite the relationship of the zone to the United States such 
negligible imports as there are from that source are charged with the ee 
duties which apply to like products imported from foreign countries; a 
(2) that our exception in the case of Cuba, based on exceptionally 7 
close historic ties dating from Cuban independence, aside from being | 
of small practical importance to Argentina, has become generally rec- 
ognized as a standard exception in United States commercial treaties | 
and agreements entered into since 1902; (3) that the “adjacent coun- 
tries” exception has not been generally recognized as a defensible ex- 
ception for the very good reason that it would if generally adopted 

| destroy much of the value of the most-favored-nation clause. | 
In amplification of the last. point, you might point out the serious 

consequences for Argentina if the United States should allow im- 

ports of a wide range of agricultural and other products from the 
adjacent countries of Mexico and Canada free of duty or at low rates 
while similar Argentine products were subject to high rates of duty. 
Such a situation would have arisen if the reciprocal arrangement 
which was negotiated with Canada in 1910-11, giving Canadian wheat, 
corn, canned and preserved meats, tallow, and many other products 
preferential treatment as compared with our imports of such products | 
from Argentina had become effective. 

Finally, you should continue to exert every effort, in view of such 

considerations, to persuade the Argentine authorities to withdraw 

their suggestion.
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 611.8581/1097 : Telegram ae | | i 

| The Secretary of State to the Ambassador in Argentina (Armour) 

| — _ Wasuineton, October 13, 1939—7 p. m. 

| 187. Your despatch no. 163 of September 29, 1989. You suggest, in . 
the final paragraph of your despatch under reference, that if the other | 

| experts to assist you in the negotiations were to sail before agreement | 
is reached on the fundamentals of the general provisions it would 

_ place you at some disadvantage. . In as much as the plan is for these | 
experts to sail October 20, the matter requires immediate considera- 
tion. The Department does not consider it advisable to postpone their 

, sailing for the following reasons. | 
| In view of the large amount of detailed work involved in connection 

with negotiating the schedules, any material delay in the beginning 
of this work would greatly enhance the difficulty of completing the 
negotiations by January 1. : | | | 

A further reason for having the group sail as planned is the belief 
that the agreement of the Argentine officials to the general provisions 
as desired by this Government might be facilitated if the main out- 

| standing issues were dealt with conclusively after the schedules have 
been discussed and those authorities are able to visualize the trade _—- 
agreement asa whole. During the discussions which have taken place 

| | here with the Argentine Ambassador intermittently over a period of 
several years, he constantly argued that matters relating to the treat- 

_ ment of American trade in respect of Argentina’s exchange control _ 
| system could not be dealt with until Argentina was in a position to 

| know what tariff concessions would be offered by the United States. 
| _ In the light of this experience it is even conceivable that the Argentines 

may now be deliberately withholding acceptance of our position on 
certain major points until they see what tariff concessions we will 
offer. In these circumstances, it seems advisable to continue dis- 
cussions, maintaining our position on all the important points in the © 
general provisions and emphasizing in every way the importance we 
attach to them but avoiding if possible bringing these questions to a 
definite and final conclusion until after the schedules have been fully 
discussed. 

A further reason for deferring conclusive action on the general pro- 
visions prior to discussing the schedules is that with a little more time 
the effect of the European war on the Argentine position may tend to 
clarify itself. | | 

The Department realizes, of course, that the sailing of the group of 
experts from here, in the face of Argentina’s non-acceptance of certain 
fundamental points in the general provisions, may imply to the Argen- 
tine authorities that less importance is attached to those points than 
you have represented. Possibly this implication could in part at least
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be avoided if you were to say that while a satisfactory adjustment of | 
_. the points now at issue is vital to the conclusion of an agreement, it a 

seems, nevertheless, incumbent upon the two Governments to go on | | 
with detailed discussions covering the entire scope of the agreement 
with a view at least to completing the task of ascertaining definitely 

- and in detail wherein divergences exist. | 
‘The Department had hoped, in view of the discussions preceding 

announcement of negotiations, that the general provisions could 
_ readily be disposed. of before the beginning of definitive discussions | 

on the schedules. In view of the situation which now appears to be 
_ developing the best course seems to be to abandon this plan and pro- 

ceed as outlined above. However, the Department would be glad to 
_ have any comments and suggestions that may occur to you. | 

| _ Co . ee | Hott 

—-- 614.8581/1817 : Telegram | ae oo : Se | 

The Ambassador in Argentina (Armour) to the Secretary of State — | 

oe Buenos Arres, November 25, 1939—10 a.m. | 
| | | _ [Received 11:17 a. m.] | 

238. Argentine counter-proposals on Schedule II indicate accept- 
ance of offers on the following items: 42; 232 (a) ; 409; 701; oleo oil 
and stearin; 705; 712; dead birdsnot specially provided for; 763; 764; oe 
774, asparagus; 1101 a, wools under bond; and all free list items con- | : 

_ tained in definitive proposals. Rate on 712, turkeys, is accepted but _ ' 
removal of quota limitationisrequested. BF | 

Further concessions embodying a full 50% reduction in duty are | 
requested on the following items: 19; 38; 701, tallow 706, both classes, 7 
with the removal of the minimum ad valorem provisions; 710 to _ 
include romano or pecorino, reggiano or parmesano, reggianito, provo- 
lone and provoletto, sbrinz, cheddar and goya, with a minimum ad | 
valorem of 20%; 742, grapes, with effective period beginning Feb- 
ruary 15; 762 with no quota limitation; 1101, wools not under bond, 
the full reduction on each of the four types; 1530 and 1558. 

_ In addition, the counter-proposals contain requests for the maxi- 
mum reduction in duty on the following items not included in defini- _ 

_ tive proposals but which appeared in the published list of August 23; 
118; 724, with a customs quota of 250,000 tons annually and binding of | 
the present rate on all imports over that amount; 730; 749; 779; 1102c; | 
1681, fox and lambskin furs. _ 

Several items which were not on the published list were also included 
in the counter-proposals as well as requests for inclusion of notes on 
matters probably not falling within the province of trade agreement 
negotiations, including a request for a definition of cured meat which | 
would include meats heated to 147 degrees for 10 minutes which were
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/ entered for use at the New York Fair, specifications for dog food | 

en which would be permitted to enter under paragraph 780, liberalization _ 

ef staining regulations of alfalfa seed, the opening of specified ports to 

the admission of fresh fruits and provisions for a 25% tolerance on 

- - The utmost importance is apparently attached to a satisfactory = 

. goncession on linseed. Copies of the Argentine counter-proposal are 

- going forward by air mail today. Re re 

: re ae a oy ARMOUR 

| —-«14,8581/1817: Telegram = Ce 

| The Secretary of State to.the Ambassador in Argentina (Armour) 

a OS --—,- Wasuineton, November 29,1939—6 p.m. 

. «984. Your telegram No.288,November25,10a.m. 0 

4, In view of the wide disparity in the positions of the two Govern- 

‘ments on important phases of the proposed trade agreement and the 

| extremely limited time available for completing these negotiations, it 

| seems desirable that the situation be discussed with complete frankness 

| with the appropriate Argentine authorities in an endeavor to reach 

an understanding which will facilitate rapid progress. _ | 

a 9, From the procedural standpoint, the central fact of which the 

ss Argentine negotiators might be reminded is that this Government has. | 

presented complete proposals covering all aspects of the agreement 

. and may properly expect that in completion of the first phase of the 

| negotiations, Argentina as its contribution to rapid progress will 
- furnish us at the earliest possible date a complete reply indicating its 
a position on all of these proposals. In this connection, you might say 

| that this Government has conscientiously sought at all times to base its 

proposals upon the realities of the situation confronting both govern- 

ments and that it has carefully avoided taking a bargaining position 

| in formulating its proposals. It is earnestly hoped that the Argentine 

negotiators will approach these problems in the same spirit. It is im- 

portant that they be made to realize that any effort to maintain what 

appears to us to be an extreme bargaining position can only result in 

unnecessary delay which will militate seriously against bringing these 

negotiations to a successful conclusion. | | 
8. In line with our general approach to the negotiations as indicated _ 

| above, our Schedule II proposals were formulated with extreme care 

| on the basis of all available information and were made as liberal as 

the pertinent facts and considerations permit. These offers are con- 

tingent of course upon acceptance of our proposals regarding the 

general provisions and Schedule I. In order that there may be a clear 

understanding of the situation, we believe that you should inform the 

Argentine officials definitely at this point that no substantial improve-
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7 _ ment in our offers will be possible: We would be willing to reexamine _ 

our offers, on the basis of specified and reasonable Argentine requests, | 
with a view to seeing whether any minor improvements might be made. 

_ However; even on the basis of requests of that nature, it would befutile 
+ and unproductive to ask the trade-agreements organization to under- 
take a reexamination of Schedule II until we have a complete and — | 

satisfactory reply from the Argentine Government on our general pro- _ | 
. visions and Schedule I proposals. For your information, we fear that | 

as long as the Argentine negotiators think that there is a chance of oo 
_- substantial improvement in our Schedule II offers, they will withhold © 

their Schedule I proposals and will continue their refusal to give us | 
_- proposals on the general provisions which offer a real basis for nego- oe 

tiation. Sg ee oe OB 
4, Any discussion which you may now have with a view toclarify- | 

- ing the situation should, of course, include frank comment on the — 
attitude of the Argentine negotiators with respect to the general pro- a 
visions. We entered into these negotiations on the understanding that _ 

_ the agreement would assure us complete nondiscriminatory treatment 
in the Argentine market. You should make it clear, furthermore, that | 
regardless of any question as to whether the Argentine Government 

_. qualified its acceptance of the basis with reference to particular aspects | 
of. the general provisions, we cannot conclude an agreement with | 

_ Argentina which does not assure us of nondiscriminatory treatment. | : 
The proposals thus far made by the Argentine negotiators would not — | 

_- give us such assurances; in fact, they do not even appear to offer an __ 

improvement over our present situation. For example, their proposals | 
on exchange apparently are intended to assure us nondiscriminatory Bo 
treatment with regard to exchange rates, but contain no assurances | 
regarding the availability of exchange for permitted imports. With | 
respect to quotas, their proposals envisage substantial discrimination | 
against us over an indefinite, but presumably extended, future period. 
In “special cases”, which would apparently include many of our most — sy 
important products, this discrimination would be even more severe 
under the agreement than at any time in the past. In other words, they | 
apparently contemplate merely substituting one form of discrimina- 
tion for another. | 

The Argentine proposals also fail to provide reasonable protection 
for their duty concessions in Schedule I. Without technically violat- 
ing the agreement, these concessions might be impaired or nullified 
through use of selective exchange rates, or through the imposition of 
highly restrictive quotas. Furthermore, while refusing to obligate 
themselves to give us notice and an opportunity for consultation 
regarding quotas on Schedule I products, the Argentine negotiators 
inform us that the imposition of a quota on any Schedule II product 
would be regarded as cause for the immediate termination of the
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agreement. We have, of course, recognized the need of accommo- 
| dating the agreement to Argentina’s possible needs and to reconcile 

ourselves to some impairment of concessions in Schedule I, but obvi- © 
ously we cannot acquiesce in a denial of our reasonable request for 

— assurances that we will be notified and have a chance to make our => 
views known before the concessions we have paid for are taken away. 

| It shouldbe clear to the Argentine negotiators that acceptance of such 
proposals by us, especially under the difficult circumstances in: which | 

Se - we find ourselves, would bea manifest impossibility. = = = 

- 611,8581/1887: Telegram ee : | 

The Ambassador in Argentina (Armour) to the Secretary of State 

BF Oo Buenos Ares, December 1, 1939—8 p. m. 
| Co | | | _-. [Received 11 p. m.] 

| 945. The contents of the Department’s telegram No. 231, November | 
| 29, 6 p. m. was embodied in a formal note addressed to the Minister for 

| Foreign Affairs which, in the Minister’s absence due to illness, I 
| | handed to the Under Secretary this evening. In the ensuing conver- _ 

sation I stressed the points made in the Department’s telegram and 
suggested that the Foreign Minister might wish to discuss the situa- __ 

, _ tion with his Cabinet colleagues with a view to reaching an under- 
, standing which would facilitate rapid progress towards the satis- 

factory conclusion of the agreement before the Christmas holidays. — 
_ The Under Secretary said he would personally take my note to the 

Oo Minister immediately and convey the suggestion offered. 7 
_ -[ hope to discuss the situation with the Minister for Foreign Affairs _ 

| himself on-Monday by which time he would be prepared to give us 
the assurances we desire. | ee 7 | 

7 a | | ARMOUR 

: 611.8531/1843 : Telegram Oo 

The Ambassador in Argentina (Armour) to the Secretary of State 

BueEnos Ares, December 4, 1939—5 p. m. 
7 | [Received 5: 20 p. m.] 

_- 250, Embassy telegram 245, December 1, 8 p.m. In a formal reply 
dated December 2 to the Embassy’s note of December 1 the Minister 
for Foreign Affairs advises that the Argentine Government intends 
to make every effort to reach a mutually satisfactory agreement with 
the United States prior to the Christmas holidays. He insists that 
there has not been any unnecessary delay on the part of the Argentine 
negotiators who have been required to examine carefully various 
commitments proposed by the United States which have not here-
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tofore been included in any of Argentina’s trade agreements. He | 

remarks with reference to Argentina’s counter-proposals on Schedule | 

II that since we habitually derive greater advantages than Argentina 

from our common trade we should be disposed to grant greater con- | 

cessions than we expect to receive in exchange. So 7 

| | | ARMOUR 

| 611.8581/1404a : Telegram | Oo 

The Secretary of State to the Ambassador in Argentina (Armour) 

| WasHINGTON, December 16, 1939-—38 p. m. | 

| 962. Personal for the Ambassador from the Secretary. I am cabling : 

you today the best offers we can make on flaxseed and canned beef. - 

I have given the questions presented most careful personal attention | | 

and I want you to have the background of the situation as it now exists | 

here in order to assist you in interpreting convincingly our position 

| to the Argentine authorities. I want you to know that I have care- : 

fully considered the views you have expressed in recent oral and tele- 

graphic communications, and that the only reason we cannot go as : 

far as you suggest is the really emergency character of the situation | 

which confronts us here. | 7 | 

In regard to flaxseed, I fully understand the Argentine interest in : 

improving the concession on this product and the matter has been 

- gone into carefully with Secretary Wallace with a view to making : 

as much of an improvement in our offer as circumstances will permit. 

I am fully satisfied, however, that to go further than we have indi- 

| cated in today’s telegram ** would endanger everything we are trying 

to do. It is as much in Argentina’s interest as our own that our con- 

cession on this product, which is now as good as we can safely offer, 

be kept within safe and defensible limits. | 

With reference to canned beef our telegram of today maintains 

our original offer without a customs quota. I had in mind prior to 

| the recent discussions with you a reduction in the duty to 3 cents and 20 

percent and a customs [quota?] of one percent of Federally inspected 

domestic production of fresh meats. On this basis, the average global 

customs quota over the 10-year period 1929 to 1938, inclusive, would 

have figured out at about 129 million pounds in contrast with imports 

in the peak year of that period of 88 million pounds and a low of 

1914 million pounds. With production of fresh meats at 12 billion 
404. million pounds in 1938, the quota for. 1939 would have been 124 
million pounds. Since the quota would not be an absolute quota, but 
merely a customs quota, it would not only permit imports to come in 
at the reduced duty to an amount nearly 50 percent greater than those 

* Not printed.
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| a in the peak year, but would permit an expansion even beyond this 

~ Jevel since there have been large imports even at the present rate. 

ss On the basis of the Argentine negotiators’ own appraisal of the situa- 

tion, as we understand it, of the prospects for developing their exports __ 
. to this market, the concession in the form just outlined would _ 

| ‘be entirely adequate. A quota of the size indicated in conjunction 
| with the improvement in the duty, would I believe, represent an — 

actual improvement over our present offer. In view of this and since 
_ [am satisfied it would help us materially in defending the agreement 

| here, this solution seems to me to be the best one from the standpoint 
of both countries. If you can get this quota proposal before the proper 

: - authorities without insisting on it or impairing your negotiating posi- . __ 
: 7 tion, it is just possible that such a proposal would be voluntarily 
a accepted. : | | | Oo 

| [want you to know that I fully appreciate the difficulties of your — 
situation in these important negotiations, and I am entirely confi- 
dent that if they can be brought to a successful conclusion, you will | 
find the way todo it. It may help you on a suitable occasion to explain 
to the proper Argentine authorities the situation in which we find | 
ourselves here and its relation to these negotiations. You might 
remind them that the Trade Agreements Act comes up for renewal in 

| Congress at its next session; that in my opinion the opposition which | 
is developing against the continuation of this program and of these | 
agreements is assuming serious proportions; that our ability to carry 

| forward our whole program of improving international commercial 
relations is, therefore, at stake; and that any agreement with Argen- 

| tina which goes beyond the limits of safety—and we believe we have __ 
reached those limits—can only defeat itself. 

611.85381/1416 : Telegram - 

Lhe Ambassador in Argentina (Armour) to the Secretary of State 

| ' Busrnos Arres, December 20, 1939—3 p. m. 
| [Received 5: 54 p. m.] 

301. Confirming my conversation over the telephone with Haw- 
kins *? yesterday afternoon, our full proposals based on telegraphic 
instructions from the Department were handed to Cantilo shortly 
before 8 o’clock Monday evening under cover of (1) a formal note 
enclosing the schedules, the general provisions and proposed ex- 
change of notes regarding subsidies, etc. and (2) a personal note, 
based on the Secretary’s personal telegram to me, explaining the situa- 
tion and inviting understanding and sympathetic consideration of our 
proposals. 

* Harry C. Hawkins, Chief, Division of Trade Agreements.
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The Minister read the personal note in my presence and his attitude | 

was not discouraging. The following noon, however, presumably after | 

he had talked with the experts, he appeared very much discouraged | 

and told me that he saw no basis for a trade agreement in our pro- 

- posals. He stated that he had already instructed Torriani to give | 

him a detailed statement at the earliest practicable date. I gained | - 

the impression that he felt the principal trouble lay in Schedule IT. | es 

Just after my conversation with Hawkins, Ravndal called on Tor- a 

 yjani with a view to obtaining a more precise indication of the reaction 

to our proposals. Torriani and Bonfante who was with him gave the . 7 

impression of being extremely discouraged. Torriani like Cantilo — a 

said that he saw no basis whatsoever for a trade agreement in our | 

proposals. With reference to the customs quota on flaxseed, he as- = 

serted that, with the increase in flaxseed production in the United a 

States, Argentina probably would be unable to export much if any in 

excess of the customs quota with a rate as high as 75 cents a bushel. — 

He said that our offers on canned beef were unsatisfactory and that = 

the alternative proposal, involving a global customs quota, did not 

represent any worth while improvement because Argentina’s share in | 

our canned beef imports averaged less than 50% which meant that : 

Argentina could not look forward to a duty reduction on more than | | 

65,000,000 pounds per annum, an amount which would not permit of oe 

any appreciable expansion of Argentina’s total exports to the United. 

States. He added that the situation possibly would have been some- 

- what less hopeless if the United States had offered to remove the cus- | 

toms quota on dead turkeys, to give a reasonable customs quota on corn, | 

a reduction on hides, and improved treatment on fresh fruits other _ 

than grapes. As for the general provisions he reiterated that he per- | | 

-gonally saw no way of accepting them on the basis of our Schedule 

II proposals, and the Government of the United States apparently 

would not change its general provisions requirements, particularly 

with respect to articles III, IV, and XI. He stated with reference to | 

clause A of article IV that Argentina will not assume exchange under 

obligations which it might not be able to fulfill. He concluded by 

expressly stating that he was merely giving his personal views, the 

inter-Ministerial committee having concluded its appraisal. Asked 

when there would be a subcommittee meeting to discuss the proposals, 

he said they would reply to our proposals in writing and that he per- 

ceived no occasion for a meeting in the interim. | 

| Following this conversation we prepared a brief memorandum, indi- 

cating the 1938 trade coverage of our proposed schedules and the 

increase in Argentina’s exports to the United States in the first 11 

months of 1939 and suggested that under the proposed trade agree-
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: ment Argentina’s exports to the United States in 1940 and subsequent 
7 years would be far greater than they will be if no agreement is signed. 

a - | _ ARMOUR 

611.8581/1420 : Telegram | 

OO The Ambassador in Argentina (Armour) to the Secretary of State 

a a _ Buenos Arrus, December 23, 1939—3 p. m. 
. SO a | [Received 8:30 p. m.] | 

| | _ . 809. Embassy’s telegram 301, December 20,3 p.m. Confirming our © 
conversation with Hawkins, the Argentine Government’s formal reply | 

| to our revised proposals was handed to me at 11 o’clock this morning. 
| They express the hope that the circumstances which unfortunately 

| | prevail at this time will not be allowed to prevent us from satisfying 
Argentina’s minimum requests and reiterate that their firm intention 

_ to contract only those obligations which they can meet requires them 
to maintain the position adopted in matters of exchange and quanti- 
tative regulation of imports. So 
They imply that they were led into public announcement under a 

| misconception of the situation, saying that they could not interpret 
| our reply of August 20 to their memorandum of August 12 as presag- 

| ing the small importance of our proposed tariff concessions and the 
_ institution of a system of customs quotas, which they assert was not 

even hinted at during the preliminary conversations held in Washing- 
ton and Buenos Aires. | 
They recall that they were persuaded to withdraw their requests for 

the addition of articles to the list of products which would be con- 
, sidered for tariff treatment and that there then remained to them only 

| the possibility that the maximum reductions at the time would be the 
difficulties for the items included in the original list. However, they 

: go on to say that the Government of the United States, in its proposals 
| of November 15, omitted certain products like corn, pears and cheese, 

which offered possibilities for increasing the exchange available for 
_ payment of imports, offered no reduction on hides and restricted the 

value of the concessions on flaxseed and frozen turkeys by means of 
customs quotas. They point out that while a 50% reduction in the 
specific duty on canned beef was offered, the ad valorem rate was 
increased, which would mean that if a growth in demand should cause 
the price of the product to rise this would immediately initiate a nulli- 
fication of the advantage obtained and automatically check any possi- 
bility of their exports reaching the important proportions contem- 
plated under the general frame work of the agreement. As for the 
alternative proposal, it is stated that if it is borne in mind that Argen- 
tina’s share of our imports of canned beef amounts to only 45% of the 
total, the scant value of the offer will be readily appreciated. In the 
best of cases, they say, there could only be a probable increase of 10,000
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tons over their present exports, which is very far from their long range | 
expectations in the matter. es | 
‘They explain that the reason they first presented their counter- | 

- proposals on Schedule IT, requesting more generous. treatment, was _ | 
their belief that a large increase in the sale of Argentine products to Oo 
the United States is a condition sine qua non to the contraction of 
obligations in matters of exchange and quantitative regulation of 
imports. | | | a | 

They assert that our revised proposals are not only very far from 
the minimum which they consider essential, but also would create a 
serious problem for the future of our reciprocal agreement. In this _ | 
connection they stress the difference they perceive between a system ee 
of quotas imposed for the purpose of keeping imports down to the  ==—™ 
amount the country can pay for and a system of quotas which serves _ 
protectionist purposesonly. = = : SS 

. They say that the imposition of customs quotas on products which, => 
like flaxseed and canned beef, have constituted the fundamental items - a 

in Argentina’s exports to the United States would create a situation . 

too serious to be accepted, and they remark in this respect,“Wecould _ 

not possibly conceal the surprise that this proposal caused us.” They Co 

recall that the conviction existed here that the chief purpose of negoti- . 

ating an agreement was to increase the volume of reciprocal trade, but. | 

claim that under our proposals the reality would be entirely different. 

They say that they are aware of the factors tending to make the — 

United States self-sufficient and therefore can estimate what the 

acceptance of a customs quota would mean. They feel that under 

normal conditions the customs quota would in effect signify the max- 
imum limit of their share in supplying the American market during 
the life of the agreement, and in this connection they point out that | 

| the same reasons which are now responsible for the suggested imposi- | 

tion of a customs quota might lead to progressively smaller customs | 
quotas. © : ne | 
‘They point out with respect to coarse wools that they have not been 

able to obtain any satisfaction in the matter of an increased tolerance. | 
As for the duty reductions on wools not finer than 44s, they say these 
are of no interest since they amount to only 5 cents per category, or = 
a reduction of only 17 per cent. They add in this regard that they 
desire for this type of wools, as well as for those under paragraph 
1101 (a), the maximum reductions which can be granted under the 
Trade Agreements Act. | 

They note that we recently offered a reduction of only 25 per cent 
on hides, but recall that we have offered nothing on corn. 

They concede their references to Schedule IT by asserting that their 
analysis of the situation entirely justifies the requests they have made 
during the course of the negotiations and they express the hope that |
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the spirit of understanding which animates the authorities of the 

| | United States will facilitate the acceptance of the Argentine Govern- 
 ment’s point of view and permit tariff reductions on Argentina’s major 

a export products to be granted without any limitations whatsoever, = 

oo They go on to refer to their requests for modification of our admin- 

ss istrative regulations affecting imports of their products and note 
| that they have not as yet received.a satisfactory report. In this respect | 

| they urge that any customs concession no matter how great can be 

_ annulled through the application of administrative regulations and 

_ insist that the latter must be modified if the agreement is to produce — 

— _ -asubstantial increasein theirexports. | | 
co _ With regard to quantitative regulation of imports, they state they 

have accepted most of our proposals but consider it essential to main- _ 
tain a certain degree of flexibility of action, so that under exceptional 

ee - circumstances the system would not be too rigid to permit the fulfill- 

- ment of obligations contracted with the United States and other - 
countries | Be 

| They assert categorically that the position of the Argentine Gov- : 

ernment with respect to matters of exchange and quantitative regu- 

| | lation of imports is definitive and cannot be modified. In this | 

| connection, they say it is the firm purpose of the Argentine Govern- 

ment. to give the most favorable treatment possible to imports of | 

_- United States origin. They regard it of capital importance that the 
Argentine Government maintains exchange control and quantitative 

| | regulation of imports for the sole purpose of protecting the value _ 
of the currency and of continuing to meet its international financial 

a obligations. It is with these aims that the Argentine Government 
geeks to obtain an increase in the volume of Argentina’s exports to the | 

| _ _ United States. As a result of the agreement, they go on to say, that 
if the Government of the United States takes into account all the 

- factors which have led Argentina to consider its position on matters 
_ of exchange and duty reductions for Argentine products as final, the _ 

a Argentine Government, desirous of harmonizing the interests of the 
| | two countries in other matters in which there is still disagreement, 

a would be disposed to reexamine its proposals even though it considers 
- that in the matter of customs it has practically reached the maximum 

of concessions it can grant. | | 
It is stated that the Argentine Government entered the negotiations 

feeling fully confident that the results thereof would permit it grad- 
ually to return to multilateralism in international trade; that one of 

| the great difficulties encountered heretofore has been the United 
States tariff coupled with administrative measures that constitute 
additional restrictions on Argentina’s export trade. The note ends 
with the statement that the Argentine Government hopes that the 

, full application of the general principles represented by the Govern-
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ment of the United States in matters of economic policy will make a 

it possible to conclude a trade agreement of mutual benefit. oo 

—_ So mn Armour | 

-«git.gsg1/1422: Telegram os oo ; 

The Ambassador in Argentina (Armour) to the Secretary of State 

| | - Buenos Arres, December 23, 1939—4 p. m. : 

| | | a --—-- FReceived 10: 30 p. m.] : 

310. Embassy’s telegram No. 309, December 23,3 p.m. As the 

Argentine reply reported in the Embassy’s telegram under reference : 

indicates, the present impasse concerns mainly our Schedule II offers. a 

If we could offer them a Schedule II which they would accept it is | - 

believed that they might agree to a Schedule I and general provisions 

which although not all we want would be acceptabletous; = | - 

In regard to the general provisions, we believe that they would _ . 

- agree first to accept article III on the understanding that any special | 

cases, which we would not accept in principle, would come within the 

provisions of new article XII; second, to give us a commitment in a 

article [V to make exchange available for all permitted imports from st 

the United States and to make such exchange available as promptly == ~~ | 

for such imports as for imports from any third country; and third, a 

that in practice, under the provisions in article XI similar to those SS 

included in the Swiss or Netherlands Agreement, they would give us | 

an opportunity for consultation before imposing quotas on Schedule © : 

I products. - a | 

In regard to Schedule II we are inclined to believe, although we 

cannot know definitely, that they would agree to sign the agreement _ 

if we offered them unlimited entry on flaxseed at 45 cents and accepted : 

_ general provisions as indicated above. We are doubtful whether they 

would with a customs quota on flaxseed even if it were raised to | 

15,000,000 bushels at 40 cents however they might reluctantly accept , 

this if we offered them other improvements in Schedule IT, with refer- 

ence to the products mentioned in the Embassy’s telegram under refer- _ a 

ence. - | 

It has occurred to us that there may be an alternative way in which 

to deal with the present crisis in the negotiations and the difficult situa- 

tion at home, namely, to make use of the escape clause in article XII 

rather than customs quotas in quieting the apprehension of those who | 

fear that imports of a particular product may increase to such an 

extent or at such prices as to seriously affect domestic producers. 

Pointing to this clause as a means of taking care of any eventuality 

might be even more effective than pointing to the specified limits of 

customs quotas since the latter seem to imply that nothing will be done 

until imports pass those limits, which are certain to be regarded as 

high by domestic producers.
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an Tn order to make it clear that article XII is intended to cover the _ 

ae possible effects of concessions, the words “threatens serious injury to 

- producers or the commerce” would be substituted for “of prejudicing 
_ the industries or commerce”. Furthermore, article XI could be made 

| more flexible, so as to permit quotas on schedule products at any time 

es deemed necessary, subject to the right of the other country to ter- 
| minate the agreement, as in article VI of our trade agreement with | 

| _ Venezuela, without the last sentence thereof. | 
_- - Under the circumstances we believe that it would be greatly prefer- _ 

Oo able to have an agreement with more than ordinary flexibility than 

| to have the negotiations fail as they may if we continue to insist upon | 
oe customs quotas. We therefore hope that consideration will be given 

to the possibility of adopting the alternative course suggested above, 

although the Argentines probably would not be altogether pleased 

| __ with it we believe that they would sign an agreement on sucha flexible 
Oo basis and that it should be possible to defend such an agreement. 

Oo . 611.3581/1422 :Telegram*.: | . | ce : . 

ss Pte Secretary of State to the Ambassador in Argentina (Armour) 

| a - "Wasurneron, December 26, 1939—8 p. m. 

| - 286. Your telegram No. 310, December 23,4 p.m. _ | 
| | Article III. Agreement by the Argentineans to this Article as pro- 

posed by us and to paragraph numbered 1 of the proposed final 
| minutes (as set forth in the Department’s telegram no. 284, December 

| 92, 8 p. m.28) on the understanding that any proposals to depart from , 
the base period specified in the latter would come within the scope of _ 
the new Article XII, would be acceptable to us. | 

Article IV. We must continue to insist upon an absolute commit- 
ment to make exchange available for all permitted imports but are 

| _ willing to accept a most-favored-nation commitment regarding delays. 
You are therefore authorized to propose to the Argentineans the fol- 
lowing modifications of Article IV: 

“(a) impose no prohibition or restriction on the transfer of pay- 
ments for articles the growth, produce or manufacture of the other 
country or of payments necessary or incidental to the importation of 
such articles; (0) impose no delay upon the transfer of such payments 
more onerous than that imposed on the transfer of payments in con- 
nection with the importation of any article the growth, produce or 
manufacture of any third country; and”. The present clause (6) 
would follow as clause (c). 

If the Argentineans object to the term “any article,” you may, if 
necessary to obtain agreement, change the term to “like articles”. In 

* Not printed.
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this event we would desire the inclusion of the following as the first | 
sentence of paragraph numbered 3 of the final minutes: | | 

“With reference to clause (0) of article IV, it was agreed that if the oe 
Government of either country finds it necessary to impose delay on _ 

. payments for imports from the other country, it will endeavor to in- 
sure that such delay will not be more burdensome on the trade of the , 
other country than on the trade of any third country.” a 

You should be sure that it is clear to the Argentine negotiators that 
the above provision regarding delays means that shipments of any | 
article from the United States would not be subject to any greater 
delay in providing means of payment than that to which shipments , 
of articles of any kind (or, if the above recession is necessary, ship- 
ments of like articles) currently imported from any third country are 

_ subject. | | | 
| _ Article XI. You are authorized to propose as a second sentence of — 

paragraph number 2 of Article XI the second sentence of the second 7 
paragraph of Article VI of the agreement with Switzerland. _How- | | 
ever, with this modification in Article XI, we would desire the in- | 
clusion of the following as a second sentence in paragraph numbered | 
4. of the final minutes: : | | | 

“It was also agreed that if the Government of either country finds it 
| necessary to impose or substantially alter a quota on a scheduled prod- 

uct, it will in practice, prior to taking such action, afford the other | : 
Government adequate opportunity for consultation in regard to the : proposed measure.” — | | : 

| 611.3531/1422: Telegram — | | 
Lhe Secretary of State to the Ambassador in Argentina (Armour) 

Wasutneton, December 27 , 1939—5 p. m. 
287. Your telegrams no. 309, December 23, 3 p. m. and no. 310, 

December 23, 4 p.m. You should make the following Schedule II 
proposals to the Argentine ofiicials. | 

762, flaxseed, 35 cents per bushel on an annual customs quota of 
12,000,000 bushels plus the amount by which domestic production in 
the preceding year is under 15,000,000 bushels; present rate bound on 
imports above the quota. The description of article and quota pro- 
visions remain as set forth in the Schedule II enclosed with the Depart- 
ment’s instruction no. 118 of December 2.*° 

1530(a@), hides, 5 percent ad valorem, with description of article as 
set forth in the above-mentioned Schedule II. 

* Signed at Washington, January 9, 1986, Executive Agreement Series No. 90, 
or 49 Stat. 3917 ; see also Foreign Relations, 1936, vol. 1, pp. 796 ff. 
“Not printed. | 

2938005719 | 7
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° 706, canned beef and veal,-3 cents per pound but not less than 20 
a percent ad valorem on an annual customs quota of 1 percent of domestic 

slaughter of fresh meat during the preceding year ; present rate bound 

| on imports above the quota. The description of article, quota provi- 

sions and rates remain as stated in paragraph numbered 1 of the 

| Department’s telegram no. 270, December 18, 8 p.m." 

Our previous offer on canned beef of 3 cents per pound but not less 

a than 30 percent without quota limitations must be withdrawn. It is 

| felt that we are justified in taking this action in view of the improve- 

ments above indicated and since the offer was not accepted by the 

Argentineans. | - BF . | 
In transmitting the foregoing offers to the Argentine officials, you 

| may state that most careful and sympathetic consideration has been. 

- given to the Argentine viewpoint; that we have sincerely endeavored 

to meet that viewpoint but the situation confronting us here is such 

that to go further than indicated above would in our opinion only 

result in defeating the ends which both Governments have in view. | 

611.3531/1436 : Telegram | - re —— 

The Ambassador in Argentina (Armour) to the Secretary of State 

| a , Buenos Ares, December 30, 1939—6 p.m. | 
Oo — [Received December 31—1: 40 a. m.] 

317. Confirming my conversation over the telephone with Hawkins 
- this afternoon, the formal reply of the Argentine Government to my 

| note of December 28 setting forth our final proposals as given in the 
Department’s telegrams 286, December 26, 8 p. m., and 287, Decem- 

ber 27, 5 p. m., was received at 3:30 this afternoon. The note con- 
cludes with: | | 

“In summary of what has been set forth, the position of the Argen- __ 
tine Government may be established as follows: 
_ (a) In matters of exchange and quantitative regulations of imports 
it maintains its position, since it can only assume such obligations as 
it finds itself in condition to meet fully. © | 
_ (6) With respect to tariff reductions for Argentine products, it 
insists on the suppression of the customs quotas on canned beef and 
fiaxseed and the modification of the administrative regulations which 
hamper the importation of the products enumerated in Schedule ITI. 

(c) With respect to concessions for imports of articles from the 
United States, this Government would be disposed to reconsider with 
the best willingness the possibility of increasing the advantages 
offered, bringing to a greater limit the degree of sacrifice that would 
be imposed on national industry and the loss of revenue. 

(d) Regarding the general provisions of agreement, excluding those 
referring to exchange, it accepts in general the draft proposed by the 
Government of the ‘United States under date of the 18th of the cur- 

“ Not printed. a,
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rent month subject to small modification in the definitive text which 
articles would be presented for the consideration of the United States | 

| negotiators.” oe ee 

The text of the note, which is dated December 30,readsintranslation = = —’ 
as follows, the opening paragraph and the antepenultimate paragraph, | 
quoted above, being omitted : BF a 

[“] The Argentine Government has analyzed with all good faith 
the new proposals which have been made, and its analysis discloses — 
that they do not represent a substantial improvement with respect to , 
the previous position. | | - o | 

| In effect, for two products of primary interest, linseed and canned 
meats, the principle of the customs quota is retained. | | 
_. This is the fundamental difficulty in accepting the schedule of reduc- 

_ tions which Your Excellency’s Government proposes. It is necessary 
to intercede once more that the Argentine Government hopes that this 
agreement may constitute an instrument capable of permitting a defi- 
nite equilibrium in the interchange between the two countries, which is 
Andispensable in order to assure for merchandise originating in the 
United States the system for the granting of prior exchange permits | 
which is being requested. CO ae oo . 

If in the agreement we do not obtain for two products of such , 
importance customs reductions which can be ntilized freely and with- | 
out limitation of quantity, its practical application will give a stable 
character to the deficit which normally characterizes our commercial 
interchange with the United States. Such a situation, capable of — a 
remedy if there should be maintained the conditions which governed in 
international commerce up to the year 1930, constitutes in the present 
circumstances a serious problem which can only be resolved in the — a 
agreement if the concessions stipulated for Argentine products permit — 
a calculation to be made, with a reasonable security, that there will be 
produced a considerable increase in the volume and value of our sales 
to the United States. | | ae 
With respect to that which is set forth in Your Excellency’s note 

relative to the detriment of a customs quota, I must point out to the 
Ambassador that in the judgment of the Argentine Government, when 
in order to increase a market it is necessary to enter into competition 
with local production which is highly protected, it is completely unten- 
able, practically and theoretically, that a tariff reduction linked to a 
quota, favors the development of the trade. In these cases it follows 

__ that it is [more?] important to obtain the application of duty reduc- 
tion to the total volume which it may be possible to place in the United 
States market than to reach the maximum reduction permitted by the 
Trade Agreements Act. 

Even though in the note of the 22nd instant and in previous [con- 
versations?] we have explained fully our points of view regardin 
the concessions which we consider essential to obtain from the United 
States in order to arrive at the signature of the agreement, we regard 
it necessary to set forth here several arguments which may facilitate 
their rapid comprehension. 

_ We will recall with respect to linseed, that since the average of our 
exports Is very much larger than 12 million bushels, the reduction | 
offered us does not favor in any sense a real increase in allowance the 
volume of our sales, nor does it contribute, in an effective way to the
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discouragement of a domestic production obtained, thanks to a high 

| tariff and. to ostensibly governmental measures of an internal char- | 

acter. 
Evidently, the customs quota alone tends to furnish a check on the | 

Oo increase of our exports and it is necessary to point out here that the 

7 Argentine Republic is the primary producer of linseed and the most 

| important supplier of the world market, and that in treating of an © 

| article in which case we have indisputable lead, it was natural to pope | 

that there would be displayed on the part of the Government of the 

United States an attitude in harmony with the basic principles that 

| inspire its commercial policy tending to reestablish international com- . 

merce. | | 
In order to produce an increase in our exports of linseed to the 

United States, it would be necessary that through a lower cost ob- 

| tained by a reduction in the duty, the domestic price in the United 

States would be reduced so as to encourage an increase in the consump- . 

tion of this oil seed, in order for it to be able to displace substitutes, 

or to increase the use of linseed oil in conjunction with other oils. 
But it is well known that the price of a product is always fixed by the 

~ cost of the marginal supplies, which is [2?] the case of Argentine lin- 

seed, would be represented by the importations over and above the 

: quota. Therefore, the practical application of this system does not 

| signify the least improvement with respect to the actual situation. If 

| we carried the argument to the extreme, it would be possible to say that 

the quota rates would have the same effect as a reduction in duty in 

a favor of American importers, which would not benefit the Argentine 
producer. | oe 

With regard to meats, the expansion obtained through a specific cus- 
- toms reduction subject [to?] a quota, is considered entirely insufficient 

- in the face of the obligations which the Argentine Government would 
assume as a consequence of the proposed agreement. We desire to ob- 
tain for meats the maximum reduction permitted by law without 
limitation of quantity. The reduction should be extended not only 
to the specific duty but also to the ad valorem duty. At the present 
time when preserved meat has an f.o.b. Buenos Aires value higher 

| than 15 cents United States per pound, the ad valorem duty would al- 
ready be effective on Argentine meats which obtain a higher price 

- because of their quality. On the other hand, preserved meats from 
competing countries would be the chief beneficiaries of a reduction 

which would only partially affect our products and which would be 
obtained by the Argentine Government as a counterpart of important 

concessions. In this regard it suffices to recall the statement made by 

the Argentine subcommittee in its memorandum of September 20 last. 

With regard to corn, for which no concession is offered, we should 

recall that in the memorandum referred to above there was also 

stressed the considerable importance to our country of the possibility 

of marketing in zones near certain ports of the United States, an an- 

nual volume of 250,000 tons, and it was stated that this request could 

| not be considered separately but should be taken into account bearing 

in mind the aggregate of obligations derived from the agreement. 

With regard to wool, we have no official reply concerning the toler- 

ance of 25% requested for wool imported not finer than 40s with re- 

imbursable duties since destined to the manufacture of carpets, door 
mats or any kind of floor covering. : :
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Furthermore, the request of our negotiators for a reconsideration _ 
_ or clarification in a favorable sense of the administrative measures 

which hinder the importation of Argentine products has not received 
a satisfactory reply. 7 oe a 
We limit these considerations to the examination of the new pro- | 

posal of the United States, because we feel that with respect to all 
the other points of difference there could only be repeated the argu- 
ments already known and which in the opinion of this Government 
are sufficiently convincing. | | 

| _In comparing the concessions which both countries have offered in. 
customs matters to date, Your Excellency states that ‘altogether, the 
reductions and bindings thus far offered would cover only about 60% 
of Argentina’s imports from the United States, on the basis of 1938 
figures, as compared with concessions in’ Schedule I covering about | 
86% of imports into the United States from Argentina.’ But the 
percentages mentioned by Your Excellency in this case are in the 
present abstract indices and lead to error. The reality is as follows: 
The Argentine Republic has offered reductions and bindings for a 

_ total of goods which upon entering the Republic have a value of | 
181,000,000 pesos and the United States offering reductions and bind- 
ings for Argentine goods which upon being exported from our coun- / 
try reach a value of only 102,000,000 pesos Argentine currency. These . a 
figures correspond to the real value of the merchandise calculated 
with regard to imports and exports at the official buying rate of | 
exchange which governed in 1938. _- | | _ 

But, m comparing Schedules I and ITI annexed to the agreement, | 
it should also te borne in mind that the granting of reductions has 
been planned taking as a basis two entirely different tariff systems. | 
In the United States the customs tariff constitutes a real barrier raised . 
for protectionist purposes, with high customs duties which are rein- | 
forced by the application of administrative measures. 

Our customs tariff has always had an exclusively fiscal purpose 
and, with it, has not been intended to eliminate foreign roducts 
from the domestic market. For numerous articles for which duties 
are now being bound, the values fixed by law are far below the real 
value of the goods, and the duties levied. on the importation thereof - 
are low. Furthermore, it should be recalled that. even though the . 
customs tariff establishes duties and values in pesos gold, they are 
paid for in pesos of the national currency at the rate of 2.27 and 
that, notwithstanding the change in value of our currency, the valu- | 
ations which serve as a basis for the application of the duties have not 
been revised. The Argentine Government, in accepting bindings has 
waived the possibility of modifying the tariff valuations to adapt 
them to the present actual situation. On the other hand the reduc- 
tions accorded are of importance and they represent a real sacrifice 
which deprives the state of an important art of its revenue. These 
considerations lead to the hope that the Government of the United 
States will appreciate the real significance of not only the value of 
the concessions already offered by this Government in matters of 
customs reductions but also the disequilibrium which exists between 
the advantages offered by Argentina and the proposals made the 
United States. 

It is also fundamental that Your Excellency’s Government recon- 
sider its requests in matters of exchange and quantitative regulations
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on imports. In the manner in which the pertinent clauses of the 

| agreement have been proposed they constitute a rigid system which 

could not be applied in practice. eps ae . . 
oe On the other hand the position adopted by the Argentine Republic 

| in this matter is not doctrinaire and only conforms to the reality of 

- international commerce. It assures to the products of the United 

States a treatment no less favorable than that accorded to the prod- 

ucts coming from any other country and a preponderant share in the 

supplying of the Argentine market, with the only reservation of 

conserving a certain elasticity which would be applied when the 
circumstances so required fora limited number of exceptionay cases. 

| _- Your Excellency may be certain that the minute study of the sys- 

| tem such as we propose, and our insistence in not modifying it, explain 

7 the impossibility of accepting other bases, On the other hand, the 

; firm intention and the known interest of the Argentine Government 

| to accord to imports from the United States the most favorable treat- 

ment possible constitutes a guarantee of fair treatment, more smooth- | 

ness, than all the stipulations which mightbeimagined. = 

. In leaving clearly established the position of the Argentine Govern- 
| ment, I cherish the hope that Your ‘Excellency’s Government will be 

a disposed to reconsider its offers with a view to satisfying the legitimate 

and-reasonable aspirations of both Governments in order thus to reach 

_ the signature of an agreement which represents a real step in the im- 

provement of the trade between.our two countries. | | | 

oO I take the opportunity to reiterate to Your Excellency the expres- 

| sions of my highest and most distinguished consideration. 

. Signed: José Maria Cantilo.” a 

a : mo os | ARMOUR 

| | 611.8581/1486: Telegram | | — 

| The Secretary of State to the Ambassador in Argentina (Armour) 

ee | - WasHIncTon, December 31, 1939—10 p. m. 

| 291. Your telegram 317, December 380, 6 p. m. The Argentine posi- 

tion regarding the proposed trade agreement has been carefully and 

sympathetically considered. | | 

The position in which the negotiations now stand seems to be as fol- 

lows: The Argentine Government considers our offers in Schedule II 

inadequate in relation to Argentine needs. We have again carefully 

canvassed the situation with a view to seeing whether some improve- 

ment could be offered. No further improvements in the Schedule will 

be possible. We are sure that if the Argentine authorities will reex- 

amine our offers they will find that an agreement on this basis would 

provide real protection and an opportunity for expansion of Argentine 

exports to this country. The Argentine Government doubtless will 

carefully weigh the position of Argentine exports to this country if 

an agreement along the lines of our present offers were concluded, 

against what their position would be in the unfortunate event that 

no agreement should be consummated. In the absence of an agree-
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ment domestic production is likely to continue to build up under the 
protection of the present rates and Argentina’s ability to share this 

market with our own producers will be greatly reduced. Moreover, - 

there can be no assurance, in the absence of a trade agreement, that | 
protectionist forces in this country will not succeed in bringing about 
the imposition of new restrictions. : BO 

— With reference to the general provisions and in particular to the ex- 
_ change and quota articles, note istaken of the statements in the Argen- 

tine Note under reference that these provisions are unduly rigid and 
unresponsive to the realities of the position in which Argentina finds : 
itself. In this connection it should be pointed out that.the provisions 
which we have indicated a willingness to accept fall very materially 
short of those which we would like and which we had expected to get at 
the time these negotiations were announced. Having in mind the — 
problems confronting Argentina we have reluctantly departed from 
our initial position in certain important respects in order to meet the 
Argentine Government’s desire for greater elasticity. We refer to 
our recession in the exchange article from the provision requiring 
prompt provision of exchange to one permitting delays in the pro- — 
vision of exchange on a most-favored-nation like article basis. (Our - | 
telegram 286, December 26, 8 p.m.) and to our recession from the ~ 
requirement of a single rate of exchange for all products to one for | 

- most-favored-nation treatment on a like article basis (Our telegram 

931 [251], December 18, 5 p.m.*?). We do not consider therefore that . 

| we have shown a disposition to be unduly rigid. a 
- Nevertheless in an earnest effort to meet the Argentine viewpoint i 
to the fullest possible extent, we are prepared to include as a second : 

paragraph to Article IV, as amended by our 286, December 26, a pro- - 

vision substantially as follows: | 

“9, If, as a temporary and emergency measure, the government of , 
either country finds it necessary to deviate from the provisions of this 
article, it shall, not less than 14 days prior to the date on which it | 
proposes to take any action having such an effect, notify the govern- 
ment of the other country of its intention to take such action and 
afford the government of the other country full opportunity for con- 
sultation with respect thereto. If no agreement with respect to the 
proposed action is reached within the aforesaid period of 14 days, the 
government of either country shall be free thereafter to terminate 
this agreement in whole or in part on 80 days’ written notice.” 

This proposal is contingent upon agreement by the Argentine Gov- 
ernment to embodying a statement along the following lines in an 
exchange of notes or joint statement to be published with the agree- 
ment: 

“The trade agreement is to be interpreted and applied in the light 
of and in harmony with the purposes and objectives of the resolutions 

“ Not printed.



| 290 FOREIGN RELATIONS, 1939, VOLUME V 

of the Pan-American Conferences at Montevideo and Lima, recom- 
mending the promotion of international trade on the basis of equality 

| of commercial treatment.” : | | a | 

| The provision above-quoted for inclusion in Article IV would, it is 
| believed, fully meet any reasonable Argentine requirement for flex- _ 

ibility. | ae Se | 
With reference to Article III, if the Argentine Government will | 

7 not agree to any two consecutive years, we are willing to agree that 
_ Argentina may use any single year during the period 1930 to 1987, 

inclusive, as a basis for allocating shares to the United States, subject 
to the inclusion in the final-minutes of an undertaking by the Argen- | 
tine Government to reconsider the base period in any case in which 
we make representations that the base period is manifestly unrepre- | 

| sentative. It should be understood that if no agreement were reached _ 
we would be free to terminate the agreement under Article XII. (See 

- point 3 in the Department’s telegram No. 251 of December 13, 5 p. m.). 
Under this proposal, together with our other proposals, we see no 

a necessity for any “special cases.” However, if the facts warranted, 
L | the Argentines could approach us under Article XII and terminate 
. the agreement if we refused to consent. — | | 

| With reference to Schedule I, you should ascertain and cable the 
| best Argentine offers at the earliest possible moment, bearing in mind 

, that we consider our amended request on lumber of vital importance. 
a Since our proposals as outlined above represent a last effort to bring 

these negotiations to a successful conclusion and the occasion is there- 
. fore one of unusual importance, we consider it advisable and appropri- 

| ate for you to ask the foreign minister to go with you to the President 
in order that you may lay our position before both of them. In this 
way it is believed the appearance of going over Cantilo’s head could 
be avoided. | 
You should request a prompt decision by the Argentine Government 

in the premises as it is indispensable that an agreement be signed or 
public announcement of the termination of the negotiations be issued 
at the earliest possible moment. If the Argentine reply should be 
unfavorable you should proceed immediately to discuss the issuance 

, of an explanatory public statement along the lines indicated to you 
on the telephone Saturday. 

shuns 

611.3531/1441 : Telegram 

The Ambassador in Argentina (Armour) to the Secretary of State 

Buenos Ass, January 2, 1940—8 p. m. 
| [Received 11:86 p. m.] 

3. Department’s telegram 291, December 31, 10 p.m. I handed a 
formal note based upon the Department’s telegram under reference
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together with a memorandum commenting on the Argentine note of 
December 30 to the Foreign Minister this evening. The real value of 
our offers, their finality, and the time element were stressed. A copy 

| of the draft joint statement in the event of failure the negotiations 
was also handed to Cantilo. 

The Foreign Minister’s attitude was not encouraging but he stated 
that immediate consideration would be given to our latest proposals 
and that they would be taken up at once with President Ortiz who, he 
said was taking an active interest in the negotiations. This gave me | 
an opportunity to suggest to Cantilo that I should like to go with him 
to see the President with a view to assuring him personally that we | 

| have made every effort to make an agreement possible. The Foreign a 
Minister appeared to react favorably to this suggestion, but he said 
that it was important that the President should first have had an | 
opportunity to study our proposals. | 
Although a definite appointment with the President was not 

arranged I again stressed the time element and think it probable that | 
it will be arranged for tomorrow. | 

- | | ARMOUR | 

611.3531/1441 : Telegram | . | 

The Secretary of State to the Ambassador in Argentina (Armour) 

| BS WasHINGTON, January 2, 1940—8 p. m. 
1, Confirming views expressed to you on the telephone this morning, | 

_ the situation seems to us to be as follows: —__ | | | 
The Argentines insist that they cannot accept the sort of general | a 

provisions we want on the basis of our Schedule II offers. Further- | | 
more, they take the position that, while they are willing to accord us 
genuinely non-discriminatory treatment, the quota and exchange 

| articles which we are insisting upon are far too rigid and do not allow 
_ for any flexibility if they get into real exchange difficulties. , 

Our position on the two articles in question, as it has been presented 
to the Argentines to date, is as follows: On exchange, first, we have 
agreed to give up the requirement of a single exchange rate. This 
recession subjects us to the danger of impairment of tariff concessions 

__ by special rates, but the Argentines insist that they will not use this 
measure of flexibility in such a way as to impair the concessions. The 
freedom of action which Argentina has obtained in this regard does 
not therefore permit her to take action which materially affects the 
exchange situation. Second, we have agreed that there may be delays 
in transfers. Even with clause (6) on a like article basis, we do not 
believe that there would in practice be much flexibility so far as alloca- 
tion is concerned, since we interpret this clause to require prompt and 
complete coverage for any article of United States origin if such treat-
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ment is accorded the like article originating in any third country, and _ 

we consider it highly unlikely that Argentina would block payments 

| tothe United Kingdom. — | - 

Clause (a) as it now stands represents an obligation to providein 

principle complete coverage in free exchange for all imports, but it / 

does not make any provision as to the time within which exchange | 

must be provided. It does prevent the application of a compensation | 

requirement or a requirement that funds be invested in the importing 

country. oe BO | 

| ‘With reference to quotas, we have previously insisted that the base — 

period be any two consecutive years in the period 1930 to 1937 without 

| exception. — a : , a | - 

The only flexibility which our previous proposals permit is con-— 

tained in Article XII. If either Government considered that circum- 

stances had arisen which had the effect of nullifying or impairing any 

object of the agreement.or of injuring its industries or commerce, or | 

| if it considered that any action taken by the other Government had 

either of these effects, this article provides broadly two types of 

remedy. First, in cases where action by the other Government is in 

} question, it can make representations and, if it does not obtain satis- 

_ faction, terminate the agreement. For example, this remedy would be 

- available to us if Argentina were to use differential exchange rates in | 

~—s such a way as to impair a concession. Second, and this is particu- 

a larly of interest to Argentina, if the case involved circumstances be- | 

yond the control of either Government, the Government which consid- — 

ered itself injured might wish to seek the relaxation of other provisions _ 

: of the agreement. For example, Argentina might propose to us the 

temporary suspension of particular provisions of the agreement or the 

adoption of some interim arrangement inconsistent with the pro- 

visions of the agreement. If we did not agree to the Argentine pro- 

posals, Argentina could terminate the agreement. _ 

Article XII does not in our view authorize deviation from the pro- 

visions of the agreement except by mutual consent. 

In view of the general position, as outlined above, we have felt that 

the only way in which we can do anything to meet the Argentine view- 

: point is to give them some provision under which they would have 

greater freedom of action. Our latest proposals are designed to do 

this. However, since we feel that we have already gone very far in 

meeting their viewpoint, we must reserve the right to take whatever 

action may be necessary to protect our interests should Argentina abuse 

this flexibility. 
HULi
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611.8531/1447: Telegram Oo | a 

- The Ambassador in Argentina (Armour) to the Secretary of State —— 

| me | Buenos Arss, January 5,1940—9p.m. 
| | | [Received 11 p.m.] 

| 9. Confirming my conversation by telephone with Hawkins I had 
my talk with the President this afternoon. The Foreign Minister | 

| was also present. Neither the President nor Cantilo had a formal 
_ reply ready to our note of January 2 (I understand this will be ready 

- Monday). The President explained in some detail why it was not 
possible to accept any form of quotas: in other words, our last pro- 
posals had not changed the situation. .The President used very much 

| the same arguments as those expressed in the various notes and in con- 
_-versations with other officials that he did not feel what we were pre- 

pared to offer would justify their giving up their present system of 
import control or give them sufficient opportunity for trade expansion. 
The President said that there appeared to bea wide misconception _ 

in the United States as to the danger offered to American products _ 
__ by competing Argentine products, exports of which he insisted could | 

never seriously threaten our markets. He seemed to feel that the | 
acceptance by Argentina of quotas would tend to confirm this impres- | | 
sion that Argentine products could constitute serious competition. 

The President hoped that at some later more auspicious occasion 
when perhaps world conditions were more settled we might approach 
the situation again and reach a solution which he felt most important 
from every point of view. The atmosphere was most friendly and he | 
stressed that in the meantime this temporary check must not be per- | 
mitted in any way to affect our relations which had never been more 
cordial. | | | 

The President agreed to the issuance of a joint communiqué — 
announcing the termination of the negotiations which the Foreign 
Minister is now preparing using our draft as a basis but making cer- | 
tain changes in the reasons why the Argentine Government found _ 
it impossible to accept our proposals. | | | 

_- In my presence the President told Cantilo that he felt that any 
further statement issued by the Argentine Government summarizing 
the negotiations should be brief and not go into detail as to individual 
offers, et cetera. | | 

| ARMOUR
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- 611,8581/1488 - : | 
Press Release Issued by the Department of State, January 8, 1940* 

sd Jomnt STaTeEMENT BY THE GOVERNMENTS oF THE UNITED STATES AND 
Oo ae ARGENTINA a 

In the reciprocal trade negotiations between the Governments of 
the United States and Argentina, notwithstanding the efforts of both 
parties, it has not been found possible to reach a satisfactory basis | 
to permit the conclusion of an agreement, and the two Governments 

have agreed to terminate them. | | | : 
| In effect the Argentine Government on the one hand has not been 

| able to admit that concessions to be obtained from the United States 
| for their typical regular export products to that country, such as lin- | 

seed and canned beef, among others, should be restricted through the 
acceptance of a system of customs quotas which would tend to limit 
the possibility of expanding its shipments of said products to that | 
country. At the same time it has not been possible to accede to the 

| adoption of commitments considered incompatible with an adequate | 
: financial policy and of the defense of the currency. | 
: - On the other hand, the Government of the United States, in ac- 

cordance with its policy as invariably applied in the 22 agreements 
) already negotiated, of not exposing domestic producers to material in- 

jury in the process of promoting healthy international trade through 
reciprocal concessions, has felt obliged to insist on limitations of the 
kind referred to above with respect to certain commodities. 

| This divergence between the two Governments is recognized by both 
| in the same frank and friendly spirit which has characterized the | 

whole negotiations. | | 

611.3531/1496 | | . | 

The Ambassador in Argentina (Armour) to the Secretary of State 

No. 437 | Buenos Arres, January 29, 1940. - 
- [Received February 9. ] 

Sir: In connection with the termination of the trade-agreement 

negotiations with the Argentine Government, I have the honor to sub- 
mit certain observations of a somewhat general and background nature 
as to the causes which in my opinion contributed to the failure to reach 

an agreement. 

*On January 5, 1940, the Department issued a preliminary statement saying 
that trade agreement negotiations between the United States and Argentina 
had broken down and that an official statement by the two Governments would 
be issued early the next week.
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Conprrions PREvAILING IN THE Two CouUNTRIES AT THE TIME THE | 
| -Orricra, Negotiations Were INITIATED | | 

As the Embassy has reported in various despatches, the situation so 
far as Argentina was concerned seemed particularly favorable for the __ | 
opening of negotiations when in August last the decision was reached 
to proceed. The Foreign Minister, Dr. Cantilo, having perhaps prof- | 
ited by the lesson of the Lima Conference and the unfavorable reac- 

| tion in this country to his somewhat cavalier attitude and obstruction- 
ist tactics on that occasion, seemed anxious to show his conversion to 
the inter-American program. The Patagonian incident last April,** 
bringing into relief Nazi tactics in Argentina, doubtless contributed 
toward this change in front on the part of the Foreign Minister, whose 

| years as Ambassador at Rome had left him somewhat under the spell : 
of the totalitarian doctrines. A trade agreement with the United | 

- States, aside from contributing to Dr. Cantilo’s personal prestige, 
would have been the best proof of his entry into the Pan American ; 
fold. | | oe 

| _ As to the President, Dr. Ortiz in his speech at the opening of the 
Argentine Congress last May, had gone on record as favoring multi- , 
lateral as opposed to the bilateral principles in trade relations, insist- 
ing that only circumstances beyond his Government’s control had | 
forced Argentina into acceptance of the latter system, but that when 

- conditions permitted they would return to the freer method. Further- | 
more, there were clear indications from the internal political aspect Oo 
that the President desired closer relations with the powerful Radical | 
Party and:that he was determined to accord increasing recognition to — | 
that party’s numerical strength in the country. Here again, a trade : 
agreement with the United States would be a clear indication of his 

_ Government’s liberal tendencies and a move calculated to gain the sup- | 
| port of the Radicals, whose sympathy for the United States had never 

been concealed. | 
Unfortunately, while the passage of time so far as Argentina was | 

concerned seemed to be working in favor of the opening of the negotia- 
tions, in our own country the opposite was the case. The production 
in the United States of linseed, the principal product shipped by 
Argentina to the United States and on which Argentina relied in large 
measure to gain its dollar exchange, had in the past year or so increased 
greatly and measures for protection of the local industry now seemed 
necessary, where previously no such restrictions would, presumably, 
have been considered essential. Furthermore, the necessity of await- 
ing the closing of our Congress, which was delayed until July, 1939, 
before announcing the opening of negotiations, and the further neces- 
sity of reaching an agreement before the opening of the next session 

“The alleged German designs on Patagonia.



296 FOREIGN RELATIONS, 1989, VOLUME V 

| in January, left comparatively little time in which to negotiate, par-_ 
ticularly when one took into account the somewhat protracted proced- : 
ure called for under the Trade Agreements Act. As later events 

| proved, this time element was one of the principal factors contributing 
to the failure of the negotiations.. _ ee | 

| a Tue Rows oF THE CENTRAL BANK - 

From the beginning it was evident that if the negotiations were to 
succeed, this would depend, so far as Argentina was concerned, 

| largely upon how far higher officials here, notably the President and 
Foreign Minister, took matters into their own hands and out of the 
hands of certain functionaries, particularly of the Central Bank, 

7 headed by Dr. Ratil Prebisch, whose influence in the past had always _ 
been directed against any change in the existing procedure of 
exchange control and bilateralism. | | OT 

In my first meeting with Dr. Ortiz, confirmed in later conversa- 
tions, I was encouraged to believe that the President was determined _ 

| to take charge of the negotiations himself, or in any case to see to it 
that a narrower, technical point of view of a prejudicial nature should — 
‘not prevail. However, these hopes did not prove to be justified,and. 

' there is reason to believe that Dr. Prebisch’s strong influence, more. | 
a particularly his apparent insistence upon the bilateral test of trade 

balancing being applied as the sine qua non, was a very important fac- | 

‘sss torinbringingaboutthefailure. = ss—s 
| I have little doubt in my own mind that, from the beginning, Dr. 

Prebisch was skeptical as to the possibility, if not actually opposed to _ 
| the idea, of a trade agreement with the United States. If he finally | 
; gave his consent to the attempt, it was doubtless with the understand- | 

ing that the guid pro quo offered would have to be a high one and suf- _ 
ficient to balance the trade between the two countries following the 
increase in imports from the United States that would result from 
the removal of the existing discriminatory measures. In other words, 
Dr. Prebisch was envisaging the continuance of the old policy of bilat- 

. eral balancing of trade. Again and again in the negotiations and even 
in the final communiqué announcing the failure, this point of view of 
Dr. Prebisch was ever to the front. 

I have no desire to be unfair to Dr. Prebisch who, I am convinced, 
has what he considers to be the best interests of his country at heart 
and who has undoubtedly acted in accordance with his convictions. 
His background is almost entirely European. He very possibly feels 
(and it is a feeling that, frankly, I have seen reflected among officials 
of other countries, notably, in Canada during our trade-agreement 
negotiations there) that, even admitting the possibility of increasing 
exports to the American market, there is no assurance of permanence
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| of that market, particularly with the Trade Agreements Act subject | 

to renewal by Congress every three years. Dr. Prebisch’s reasoning 

| very probably followed these lines—if the price offered for the agree- 

ment was high, the Argentine Government might do well to consider 

such an agreement, but before doing so it should make sure that | 

Argentina would not lose markets which it already had and which, | 

barring unforeseen incidents, should be left open to it on a permanent | 

basis. While one may not admit his premise as correct or agree with 

the reasoning, one must concede Dr. Prebisch’s right to hold honest | 

convictions. — | — oe | | 

Unfortunately, Dr. Prebisch is not only a man holding strong views 

himself, but also an able person who is in a position to impress those | 

views upon others, as became more and more evident as the negotia- __ 

tions progressed. Dr. Alfredo Louro, head of the Exchange Control 

Office and generally considered a fair-minded and honest official, | 

apparently well disposed toward the United States and thought to be | 

sincerely desirous of seeing an agreement reached, nevertheless was a 

evidently never free of the influence of Prebisch’s stronger character ; a 

not to mention the fact that he probably had also his own personal | 

future to consider. Dr. Torriani, the Foreign Office representative on ae 

| the Subcommittee, very obviously, as time went on, reflected more and a 

more the views of the Central Bank and was able to impress these on 
the Foreign Minister. Dr. Cantilo, I am convinced for reasons stated _ 

earlier in this despatch, really desired to see an agreement reached. | 

| On the other hand, he had little grasp of the details of the negotia- | 
tions and the issues at stake, which made it extremely difficult to dis- 

-___ guss questions with him and I soon found out that Dr. Torriani’s views 
were being accepted, apparently without question, by Dr. Cantilo. 

Finally, there was Dr. Irigoyen,** and here the conversion to the 
Prebisch view-point was as complete as it was perhaps unexpected. Dr. 
Irigoyen when he arrived from Washington early in August seemed | 

reasonably objective in his attitude. He appeared to see both sides; to 

understand our difficulties and to be anxious and willing to act as in- 

terpreter of them to the members of his own delegation. There was 

reason to believe, too, that he felt then that the conclusion of an agree- 

ment would be an important feather in his cap and would favorably 

serve his career. And yet, before the negotiations ended, it is doubt- 

ful whether Dr. Prebisch himself was more adamant in his demands or 
more insistent that acceptance of the Argentine view-point, particu- 
larly on quotas, was necessary for any agreement. In fact, as I re- 
ported to the Department (telegram no. 273, December 12, 6 p.m.**), 

“Cc. Alonso Irigoyen, Financial Counselor, Argentine Embassy. | 
“ Not printed. a
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Dr. Irigoyen in one of his last talks with me stated that, at the Presi- 
dent’s request, he was preparing a statement on the course of the nego- 
tiations for Dr. Ortiz and intended to recommend that unless the quota 
on linseed were removed there should be no agreement. He made good 

| his boast. . a | : 
Tus Brrrisu Facror: Brockep Steriine 

| The declaration of war in Europe shortly after the opening of the 
negotiations was certainly a factor which cannot be overlooked in dis- | 

: cussing the causes leading to the failure, for it undoubtedly intro- 
duced a new and complicating element. First of all, it soon became | 
apparent that, at least for the duration of the war, Argentina would 
have to look to the United States as a market for many of the prod- 

_ ucts it had been accustomed to find in Europe, notably in the belliger- 
ent countries. This meant, of course, finding somewhere more dollar 
exchange for its increased purchases from the United States, which 
could be accomplished only in three ways: (1) through increased ex- 
ports to the United States; (2) by using favorable balances resulting 

. _ from its exports to European and other countries, notably Great Bri- 
/ tain and France, and (3) through loans or credits either from the Ex- | ) 
_ port-Import Bank, or private banking sources in the United States. | 
| | _ That the British did not intend to lose Argentina as a market for 

their goods early became apparent. On his return from Great Britain 
during the early part of our negotiations, the President of the local 

. British Chamber of Commerce, Major William A. McCallum, made an : 
| emphatic statement to the effect that Great Britain intended to con- 

a tinue to retain Argentina as a market and that the local British repre- | 
| sentatives could count on full support of their Government to that end. 

| The course for Argentina to pursue seemed clearly indicated. It 
was in a strong position. More than ever the British needed Argen- 

| tine meat and wheat, particularly the former. While Argentina would 
naturally continue to purchase what it required from England and | 
what England was in a position to supply, it seemed only reasonable 
that it should be free to use the balance over and above such pur- 
chases elsewhere, notably in the United States. How far the Argen- 
tine Government pressed its case in this respect is difficult to say. 
It is known that some form of temporary agreement on sterling block- 
age was signed, to expire on January 23, 1940. An official of the 
British Embassy made the statement to a member of the Embassy 
staff on September 21 that the Argentine Government (perhaps mean- 
ing the Central Bank) had itself suggested the idea to the British 
Government of blocking sterling balances. As the Department is 
aware, at one point in the negotiations the possibility of securing 
our assistance in endeavoring to persuade the British Government 

| to take a more liberal view in the matter was discussed informally 
with certain members of the Argentine Subcommittee. It was in fact
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suggested by one of the Argentine delegates that we ask the Central 
Bank for details as to the status of its agreement with the British 

| and this request was informally made, but no answer was ever received. 
_ The Department’s intervention with the British Government was also 

proposed by the Embassy (see Embassy’s telegrams no. 216 of Novem- | 
ber 3, 8 p. m., no. 230 of November 21, 10 a. m., and no. 253 of 
December 4, 8 p. m.*”), but for reasons undoubtedly sound, the Depart- oe 
ment thought it best to restrict its representations to a request through 
the Embassy at London for information as to the status of the situa- 7 
tion. The reply from London, it will be remembered (transmitted to | 
this Embassy in the Department’s telegram no. 223 of November 18, | 
4 p. m.**), while of a somewhat negative nature so far as the British _ 
Government was concerned, indicated that Argentina’s position, if | | 
the country wished to take advantage of it, was a strong one. 

In any case, the alleged inability to secure free exchange from the : 
British undoubtedly was used by Dr. Prebisch as a strong argument 
with his own Government justifying insistence upon the maximum 
tariff concessions from the United States. _ | 

While there is no reason to believe that the British Government | 
officially or even indirectly did anything affirmatively to prevent an | | 
agreement between Argentina and ourselves from being reached, the __ 
fact that it failed to commit itself as to the future regarding the action 

_ it proposed to take on such sterling balances as might result from 
its large purchases in Argentina was certainly an important factor. 
Nor can there be overlooked the arrival in Buenos Aires of a Director _ 
of the Bank of England, Mr. Guy Watson, on November 20, during . 
the negotiations, and the fact that he is reported to have been given © 
a desk in the Central Bank here and to have been consulted on all 
occasions by Dr. Prebisch (see Embassy’s telegram no. 16, January 10, 
6 p. m.**), This factor seems the more significant when one considers 
that it was about that time that the Argentine delegation, or those 
members of it. most closely associated with Dr. Prebisch, first began 
to show signs of pessimism as to the possibility of our negotiations | 
being brought to a successful conclusion—a pessimism shortly reflected 
in the view-point of the Foreign Minister himself. Finally, mention 
must be made of the now-famous exchange-control circular and the 
oral explanatory statement of Dr. Louro, reported in La Nacidn the 

_ day following. 
So much for personalities and background. I have gone into some 

detail as it seems important for the future that the Department 
should have as complete a picture as possible of the personalities with 
whom we have had to deal; and presumably will have to deal in the 

* None printed. 
* Not printed. 

293800—57——20 |



a —300 FOREIGN RELATIONS, 1939, VOLUME V | 

event that, at some later date, another attempt to reach an agreement 

is made. oo a 
ce Our Scueputz IT Orrers | 

| As to the more immediate and direct causes of the failure to reach 

| an agreement, these can be discussed in a few paragraphs. Our 

ee ‘Schedule II offers when first presented on November 15 received a 
7 fairly good reception by the Argentine Subcommittee. There is little 

doubt that the Argentines considered them a first offer: that we would 

. be prepared to go much further. The Latin American, perhaps par- — 

| | ticularly the Argentine, has. a good deal of the Chinaman in his 

makeup. When it became evident that we were not prepared to make 

: important improvements they were apparently genuinely surprised, 

almost to the point of indignation. Not only were we not prepared — 
to make further concessions—sufficiently important in their view—but 
our original Schedule II offer as regards canned beef, one of the most 
important commodities, was later changed by the imposition of a 

| quota—coupled, to be sure, with a reduction in the ad valorem duty 
ce from 30% to20%. = ss ne 
: To make matters more difficult for our negotiators, there was the 

time element. In the Department’s telegram no. 231 of November 29, 
| 6 p. m. the Embassy was instructed to make it clear to the Argentine 

negotiators that our position was not a bargaining one, and that any 
effort on their part to maintain what appeared to us to be an extreme 

= bargaining position could only result in unnecessary delay; further- 

- more, that a decision on their part regarding our offers would have 
to be made promptly. This point of view was presented to the Argen- 
tine Government in a note to the Foreign Office, and, although the 
language employed was as tactfully worded as possible, I feel that 
it was from about this time that the atmosphere changed from a 
friendly and optimistic one to one of aloofness and pessimism. In 
fact, it was shortly after receipt of this note that it became impossible 

to arrange further meetings for our Subcommittee with the Argen- 
| tine Subcommittee, and from then on negotiations had perforce to 

be conducted through notes and memoranda. In my last talk with 
the President, Dr. Ortiz mentioned early December (a date more or 
less coinciding with the delivery of the Embassy’s note) as the period 
when he felt the cordial atmosphere that had hitherto prevailed in 
our negotiations changed to one of haste and pressure. The Latin 
American does not understand the need for hurry. He interprets it 
as an attempt to put pressure on him. From the beginning of the | 
negotiations we had all done our best to make it clear to the Argen- 

tines how essential it was that negotiations should be completed be- 
fore Christmas, in other words, before the re-convening of Congress. 
They professed to understand; but looking back, it seems doubtful 
whether they fully appreciated this point.
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To return to the question of canned beef, from the tactical point | 
of view, so to speak, the imposition of a quota on that product added 
greatly to our difficulties here. As the Department is aware, canned . 
beef, of all products on the Argentine list, is the most controversial 
one, politically at any rate, in Argentina, as bringing back unhappy 
memories of the unratified sanitary convention and the “canned beef 

| for the Navy” controversy. It also furnished further justification for 
those in favor of rejecting our proposals on the ground of the quota | 
on linseed. Had the Argentine Government been forced to base its 

_ refusal on the linseed quota alone this might have been a more difficult — 
thesis to maintain, but in being able to join to this a quota on canned | 
beef it was enabled not only to rally the support of other members of 

| its representation, but to present its case in a more logical light to the 
public, as it began to do even prior to the termination of the negotia- _ 
tions and as it has continued to do. _ a | | 

| However, even admitting the above, had the Department felt justi- | , 
fied in removing the quota on linseed, this concession might, and prob- 

_ ably would, have still made an agreement possible. A quota on lin- 
| seed had of course been included in our original Schedule II offers, . 

but as already stated, this product, above all others, was relied upon by a 
the Argentines to furnish their dollar exchange. Dr. Alberto Bon- | ; 
fante, following the termination of the negotiations, suggested that | 
had we raised the linseed quota to 15,000,000 bushels this even might. | 

| have been enough. Such an increased offer, however, would had to | 
have been submitted with sufficient time for the Argentine Govern- | 
ment to consider it adequately and to realize that we had really gone | 
as far as we intended togo. | | 

Tue Time EvemMent | 

Referring again to the time element, I should be lacking in frank- 
ness were I not to stress the unfortunate effect of this factor. It will 
be remembered that our last note to the Argentine Government, insist- 
ing that we could go no further in our offers, was delivered on the 
night of January 2. This reply required—or the Argentine Govern- 
ment considered that it required—a reply formally to conclude the 
negotiations one way or the other. I was informed that the Depart- 
ment must have a definite reply not later than January 5, either orally 

) or in writing. Every attempt was made by Dr. Cantilo to arrange to 
have this reply ready to be delivered to me when I saw the President 
on January 5. This was found to be impossible, however, and in my 
final talk with the President and Dr. Cantilo I was orally informed 
that they would be unable to recede from their position in insistence — 
upon removal of the quotas on linseed and canned beef. In announc- 
ing the breaking-off of the negotiations immediately following this 
interview, Dr. Cantilo referred to them as being merely suspended
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| until the international situation cleared, and the following day Presi- | 

| dent Ortiz made a statement more or less to the same effect. I believe | 
that the wording used by the President and the Foreign Minister was 

| merely what they considered the amenities of the occasion required. 
When, therefore, the Department instructed me to insist that in the — 
joint communiqué not only must the negotiations be referred to as ter- 
minated, but also the words “with no plan or understanding as to their - 

. renewal” be added, both the President and Dr. Cantilo, I fear, inter- 
_ preted this as unnecessarily abrupt and even ungracious. In fact, Dr. © 

Cantilo told me so in as many words. The Department later con- 
, sented to the elimination of the additional phrase referred to, but I 

fear that much of the harm had been done. Again, I would not wish 

to give the impression of not understanding the extremely difficult 
position in which the Administration at home found itself. But this. 
is intended as an objective report, and I am merely recording what I 

| feel to be the impression created. To be sure, it is quite possible that, | 
as the internal political situation at home made it imperative that no | 

_ grounds for belief should be given that the negotiations were merely 

suspended for the time being, President Ortiz and the Government | 
, here for internal political reasons also were reluctant to give the im- 

| pression that the negotiations were definitely terminated, not to be 
| reopened at some later date. If this is true, then it is, perhaps, a hope- 

| ful sign as to the possibilities for the future, should another attempt to. 
‘reach an agreement be made. | 

: _. As I note that a memorandum of my last conversation with the 
President, summarized in the Embassy’s telegram no. 9 of January 5, 

| 9 p. m., has not been forwarded to the Department, I am sending it 
herewith as an enclosure © to this despatch. | 

Respectfully yours, OS Norman ARMOUR 

AGREEMENT BETWEEN THE UNITED STATES AND ARGENTINA PRO- 
VIDING FOR MILITARY AVIATION INSTRUCTORS, SIGNED SEPTEM- 

BER 12, 1939 

' [For text of the agreement, signed at Washington, see Department 
of State Executive Agreement Series No. 161, or 54 Stat. 1813.] 

” Not printed.



BOLIVIA 

CONTINUATION BY THE UNITED STATES OF NORMAL RELATIONS 

WITH CHANGING BOLIVIAN GOVERNMENT 

824.00/906 : Telegram 

The Chargé in Bolivia (Prendergast) to the Secretary of State 

La Paz, April 24, 1939—2 p. m. 
[Received 3: 03 p.m. ]} 

. 16. In a lengthy official manifesto just published in afternoon press 
President Busch announces his assumption of complete power in the 
State and promises a government of “energy and discipline.” 

PRENDERGAST 

824.00/907 : Telegram 

The Chargé in Bolivia (Prendergast) to the Secretary of State 

La Paz, April 25, 1989—10 a. m. 
_ [Received 10: 34 a. m. | 

17. My telegram No. 16, April 24, 2 p.m. Cabinet remains un- 
changed. Congress dissolved. Everything quiet here. | | 

PRENDERGAST 

824,00/918 

Memorandum of Conversation, by the Under Secretary of State 
(Welles) 

[Wasuineton,] April 26, 1939. 

The Bolivian Minister * called to see me this afternoon. The Minis- 
ter stated that he had been considerably disturbed by the nature of the 
first press reports which had come up from South America with regard 
to the change of government in Bolivia recently decreed by President 
Busch. The Minister said that these articles had referred to the new 
form of government installed as “totalitarian”, and that this gave a 
completely erroneous impression to the average American citizen. He 
said that he had given yesterday a statement to the press in clarifica- 
tion of the situation, and that his statement has been reinforced today 

* Luis Fernando Guachalla. | 
303
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by an official statement issued by the President of Bolivia to the effect 
that there was not the slightest sympathy on the part of the Bolivian | 
people nor on the part of the Bolivian Government with either Nazi 

| or Fascist ideology, and that the change of government had been 
undertaken solely for domestic reasons. 

I said to the Minister that I greatly appreciated his clarification 
and that I was glad to see this morning that the press reports gave an 
entirely different coloring from that which they contained yesterday. 
I said that of course it was regrettable that the first reports had been 
of this character because the editorials which had now been published 
on the change of government were all of them based on the original 
reports and the effect on public opinion was naturally disquieting. 

The Minister explained to me at some length what he considered 
were the real reasons for the change of government. He said that 
when he had recently been in Bolivia he had learned that the three 
classic political parties of Bolivia—the Liberal Party and the two 
factions of the Republican Party—had reached a common alignment 
for the purpose of retaining the present Congress in power and of 
modifying the Constitution through the agency of the present Con- 
gress... . At the same time, the Minister said, there were certain 

| influences at work within the Army trying to persuade President 
Busch to set up a dictatorial government composed solely of Army 
officers similar to the type of government in power during the last 
years of the Chaco war. oe 

The Minister said that either of these two tendencies would inevi- 
| tably, if successful, be highly prejudicial to the best interests of the 

Bolivian people, and he was hopeful that President Busch would 
adopt a middle course and hold fair national elections in the near 
future, as he had now publicly announced he would do, and that as a 
result of these elections the Government would obtain a reasonable 
measure of support but would at the same time have within the Con- 
gress a healthy opposition which would tend to ensure a return to civil 
rather than military government. 

The Minister further stated that he considered the retention of the 
previous Cabinet in office a healthy sign, and that he was personally 
very much disturbed by the announcement that certain basic decree 
laws would be promulgated which would modify very greatly the 
traditional form of constitutional government of Bolivia. He said 
that he had asked for information on this point by cable from La Paz 
and that he wished me to know that if he found that such was really 
the intention of the present Bolivian Government, he would find it 
necessary to return at once to La Paz and if he could not succeed in
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changing that decision he would be forced to resign his position as 

Minister here. a | | : | 

The Minister also stated that in the alignment of the three political 

parties, of which he had previously spoken, one of the chief planks | 

was a violent attack against the Bolivian Government for the peace 

treaty? entered into with Paraguay. In other words, the political | 

parties were making capital out of the peace treaty between Bolivia | 

and Paraguay, urging revision of the treaty so that Bolivia would 

obtain more than she had obtained through the treaty. The Minis- | | 

ter stated that of course this would be utterly fatal to any progres-— 

sive rehabilitation of Bolivia both in the economic sense as well as in 

the international sense, and that if such a policy were pursued he 

would of course oppose it with all the means within his power. 

| | OS - Sfcamner] W[etzzs] 

824.00/908 CO a, a | | 

Memorandum by Messrs. George S. Knight and Richard W. Flour-° 

noy, of the Office of the Legal Adviser, to the Legal Adviser | | 

(Hackworth) — | a | | Co 

Oo | _--« [Wasuineton,] May 3, 1939. | | 

‘Mr. Hacxwortu: It is gathered from the memorandum of April | 

99, 1939,° prepared in RA,* that. Sefior Busch still bears the title of 

-- President of Bolivia. Also, it is noted that President Busch’s Cab- 

inet remains unchanged. Apparently the main change in the Bolivian 

form of government is that President Busch has assumed “complete | 

power in the state” and has dissolved the Bolivian Congress. That is | 

to say, President Busch is still the head of the Bolivian Government 

but has taken to himself more extensive governmental power than he 

had formerly. ae a : 

In the somewhat analogous case which recently arose in Brazil,’ 

President Vargas, before his term of office expired, abrogated the 

Brazilian Constitution and proclaimed a new Constitution by which 

he was to continue in office subject to a plebiscite at some undeter- 

mined date. In your memorandum of January 7, 1938,° you said: 

“As I understand the situation with respect to political changes 

that have taken place in Brazil, no occasion arises for extending 

recognition to the present government. It seems to me that the ques- 

tion whether the abrogation of the former Constitution and the pro- 

mulgation of a new one, and the continuance of President Vargas in 

2 Signed at Buenos Aires July 21, 1938, Bolivia, Coleccién de Tratados Vigen- 

tes de la Republica de Bolivia, vol. v, p. 331. 

* Not printed. , 

‘Division of the American Republics. 
5 See Foreign Relations, 1937, vol. v, pp. 312 ff. : | 

* Idid., p. 315. a a :



306 FOREIGN RELATIONS, 1939, VOLUME V | | 

office under the new Constitution have been brought about by appro- 
priate Processes is a matter primarily for consideration by that coun- 

) try and its people. The situation is not analogous to that presented 
where the recognized government has been ousted by a coup @état 

| or revolution and a new régime set up contrary to constitutional 
methods.” _ 7 | ) 

In a memorandum prepared by you on January 11, 1938,” it was 
concluded that: | oe | | 

| “1. Where a new régime is established through a coup d’état or 
revolution, some form of recognition is necessary. It may, of course, 
take the form of our treating with the government in the regular 

| way or some more formal act. | | 
| “2. A formal act of recognition is not required where the existing 

government has executed a coup d’état displacing the Constitution by 
a new one or setting it aside. If that government has already been 
recognized by us it will continue to be so recognized by the mere con- 

_ tinuance of our relations with it.” ; 

From the facts of the Bolivian case, as heretofore presented, there | 
would apparently be no cause for this Government to go through any 7 

_ formal act of recognition. As in the Brazilian case, the continuance 
a of our relations with the Bolivian Government will, it is believed, 
. | amount to a continuance of recognition of the present régime in Bo- | 
a livia. The terms “recognize” and “recognition” are used in two © 

senses with regard to foreign governments: (1) with reference to an 
act or declaration indicating ar. intention to deal with a completely | 

_ hew régime as the government of a state, and (2) an act or series of 
acts indicating an intention to continue to deal with a government 

| already recognized. While considerable changes in the Government 
of Bolivia were recently made by President Busch, it seems reasonable 
to hold that the Government now in control is a continuation of the 
Government which was carried on under him before the coup d’état, 
especially in view of the fact that his cabinet has not been changed. 

824.00/908 

Memorandum by the Chief of the Division o f the American 
ftepublics (Duggan) to the Legal Adviser (H ackworth) 

| [Wasxineton,] May 11, 1989. 
Mr. Hackworrn: With further reference to our exchange of mem- 

oranda concerning recognition and at the risk of imposing a hypo- — 
thetical question, may I inquire your opinion as to whether an act or 
a series of acts as set forth in the last page of your memorandum of May 3 would be necessary in case a president were not only to dismiss 
the congress and annul the constitution, but to set up an entirely new 
regime upon totally different concepts. 

"Foreign Relations, 1987, vol. v, p. 316. 
:
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In other words, what I am striving to find out is whether in case 
of a change in regime which, while not changing the president, resulted —— 
in a switch let us say from a democratic government to a totalitarian 
government, would recognition be necessary or unnecessary? Is there 
a line that can be drawn between changes in government which appear 
to be a continuation of the previous government and a change of gov- | 
ernment in which, while the president may remain the same, the whole 
bases of the political, economic and social structure of the country are 
altered ? | | 

Lavrence Duaean 

824.00/908. a | | | 
| Memorandum by the Legal Adviser (Hackworth) to the Chief of 

the Division of the American Republics (Duggan) - 

_ [Wasurneton,] May 16, 1939. 

Mr. Ducean: A change in the form of government of a foreign state 
brought about in the manner suggested in your memorandum would . 
not require any formal act of recognition on our part. On the con-— 
trary, some positive act on our part would be necessary in order to | 
avoid the implication of recognition through non-action by us; that — | 
is to say, if we did not desire to have relations with the government 
under the new régime, it would be necessary to indicate our attitude 7 
by refusing to treat with it through normal diplomatic channels. 

Since we established relations with Germany following the World 

War,’ the government of that country has undergone marked political 

changes—changes as radical as those suggested in your memoran- 

dum—but the question of recognition by the United States has not 

| arisen. We merely accepted the situation as it developed and con- 

tinued to deal with the German Government. This would seem to be a — 

| close analogy to the situation referred toby you. a 
| | Green H. HackwortH 

824.001. Busch, German/10: Telegram . . 

The Minister in Bolivia (Dawson) to the Secretary of State 

La Paz, August 23, 1989—10 a. m. 
[Received 2:25 p. m.] 

51. President Busch shot himself mortally early this morning and 
is expected to die within hours. Leading Army officers and Cabinet 
members are conferring as to succession and it ‘seems doubtful that 
Vice President will be allowed to succeed, probability being military 

® See Foreign Relations, 1921, vol. m1, pp. 1 ff.
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| government. Telephone service cut off and strict press and telegraph 
- eensorship imposed. Disturbances may be expected later although 

city is quiet. _ a | | 
| | : a | - Dawson 

| 824.001 Busch, German/11: Telegram - a a 

| The Minister in Bolivia (Dawson) to the Secretary of State 

| | OS La Paz, August 23, 19839—6 p. m. 
| 4 | a [Received 6: 53 p. m.] 

52. Referring to the Legation’s telegram of August 23, 10 a. m., | 
| the President died this afternoon. Sn : 

General Carlos Quintanilla, Commander-in-Chief of the Army has ) 
assumed executive powers as Provisional President with backing of 

| Cabinet which will be retained. | | 
oe Great excitement exists but there have been no disturbances in the 

| city. a - — | 

a oe Dawson’ 

. 824.001 Quintanilla, Carlos/1 :Telegram Do, — 

| The Minister in Bolivia (Dawson) to the Secretary of State 

| 7 La Paz, August 25, 1939—3 p. m. 
| . | [Received August 26—12:lla.m.] _ 

| 58. In proclamation assuming office Quintanilla announced that he 
did so “by the will of the Armed Forces and with the unanimous ap- 

| proval of the members of the Cabinet”. While under the Constitu- 
tion the Vice President should succeed, Busch retained that document 
in effect only in so far as it did not interfere with his dictatorial powers. 

| Vice President apparently has taken no active steps to claim Presidency 
and Quintanilla seems to have support of army and country under con- 
trol, no disturbances having been reported. | 

| In the absence of Congress the Cabinet was the only organized polit- 
ical body in Bolivia. Since the new Government is a dictatorship 
taking over from the old one with the support of the same elements 
it is my opinion that relations with it should continue without any 
necessity for de jure or de facto recognition but I should appreciate 
instructions from the Department on this point. 
Cabinet has resigned “to leave President free to choose his collab- 

orators”. I am informed in strict confidence that new Cabinet will be 
composed of four generals and six civilians, Ministries of Health and 
Propaganda being abolished. Four of old Cabinet retained. Ap- 
pointments of particular interest are Ostria Gutierrez as Minister of 
Foreign Affairs and General Rivera now Minister of War as Minister |
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of Mines and Petroleum. Poumont remains as Minister of Finance as 

sop to Leftist elements but probably only for a short period. 
| Dawson 

824.00/946 : Telegram 

The Secretary of State to the Minister in Bolivia (Dawson) ~ 

WasHineTon, August 26, 1939—5 p. m. 
24. Your no. 53, August 25,3 p.m. While the Department has 

noted that the new Government does not appear to differ materially 
in form from that of Busch, it is not clear whether its policies will be 
the same. The substance of any formal statements concerning policy | 
should immediately be telegraphed to the Department, together with 
your comments. In the absence of further information I believe a 
decision whether the question of recognition is involved would be pre- 
mature; what is the attitude of other governments in that connection ? 

Have the circumstances surrounding the death of Busch been 
clarified ? 

| The Bolivian Minister has informed the Department that Foianini® | 
and Herrero” would leave Miami this morning by air for Bolivia. 

a Huu. 

824.00/947 : Telegram: 

The Minister mm Bolivia (Dawson) to the Secretary of State 

La Paz, August 27, 1939—5 p. m. 
[Received 6:37 p. m.] 

54. Department’s telegram No. 24, August 26,5 p.m. In his proc- 
lamation assuming Provisional Presidency August 23 Quintanilla 
stated “My government will continue the social and economic policies 
and courses of the government of Colonel Busch”. From the changes 
in the Cabinet and his own tendencies it is the Legation’s opinion that 
the new Government will probably be more conservative. 

Representatives of A.B.C. nations“ Great Britain, Germany, 
Japan and most other governments are continuing normal relations 
with the Provisional Government. Only contrary attitude appears to 
be that of French Minister who has no instructions but says that he 
will recommend against recognition of Quintanilla. 

There appears to be little doubt that Busch committed suicide in a 
state of melancholia to which he was subject. 
New Cabinet took oath of office yesterday afternoon. Composition 

as indicated in my telegram No. 53, August 25, 3 p. m. except that it 
has 11 members, 6 retained. Foianini and Herrero not in Cabinet. 

Dawson 

* Dionisio Foianini, Bolivian Minister for Mines and Petroleum. 
% Luis Herrero, Bolivian Minister for Industry and Commerce. 
1 Argentina, Brazil, and Chile.
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824,00/958 | 

Memorandum by Mr. Andrew EF. Donovan of the Division of the 
American Republics to the Assistant Chief of the Division (Briggs) 

[Wasuineton,] August 28, 1939. 
| Mr. Brices: While I believe that the question of recognition does 

come up in the present case in Bolivia, it might be prudent, in view of 
the world situation, simply to continue relations with the Quintanilla 
government. When Busch took over the government on April 24, 
1939 and dissolved the Congress, he was the constitutionally elected 
president and it was decided that the question of recognition was not 
involved. However, in the present case, if the constitution should be 
in effect the Vice President, Enrique Baldivieso, would normally be- 
come President. Since he did not and since Quintanilla announced 

that he assumed office “by the will of the armed forces and with the 
unanimous approval of the members of the Cabinet”, there appears to 
have been a definite break in . . . normal procedure . . . in Bolivia. 

The true nature of the new Government is difficult to judge as 
Quintanilla is strongly pro-German but the return of Ostria Gutiérrez 
to the Cabinet is encouraging as the Legation had reported that his 
resignation was motivated not only by his disagreement with the 
nationalization of the Central Bank “but also by his lack of sympathy 
with the general policies of the Government, somewhat too radical 
for a middle-of-the-roader of his tendencies” (despatch no. 595, 
August 4"). ... 

: I have therefore drafted the attached telegram * to La Paz to con- 

tinue relations with the Quintanilla government. . 

§24.00/947 : Felegram | 

| The Secretary of State to the Minister in Bolivia (Dawson) 

Wasuineron, August 28, 1939—6 p. m. 

95. Your 54, August 27,5 p.m. The Department is of the opinion 
that no issue of recognition need arise. You should therefore continue 
normal relations with the Bolivian Government. | 

2 Not printed. | 
8 Infra. |
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- 824.00/948 : Telegram | 

The Minister in Bolivia (Dawson) to the Secretary of State 

oo La Paz, August 28, 19389—8 p. m. 

a | [Received 10: 35 p. m.] 

85. The Legation’s telegram number 54, August 27,5 p.m. British 

Minister has now received instructions to take no action at present 

tending to recognize Provisional Government. | 

New Minister of Foreign Affairs is inviting Chiefs of Mission to 

meet him at 5 p. m. tomorrow. It is my interpretation that I should 

not attend in view of Department’s 24, August 26, 5 p. m. 7 | 

Manifesto of Baldivieso claiming Presidency is circulating today : 

but I do not believe he has any chance of assuming power. General 

unpopularity of and pressure on Quintanilla is such, however, that it 

seems likely he will resign shortly and be replaced by Bilbao, | 

Commander-in-Chief and strongest man in the army. 

| | | | | Dawson | | 

824.00/948 : Telegram oe | | | | 

, The Secretary of State to the Minister in Bolivia (Dawson) | | 

Oo Wasnrneton, August 29,1989-2 p.m 

| 26. Department’s 25 and your 55. The Department perceives no 

objection to your attending today’s meeting with the Foreign Minister. | 

| | | Huw 

—--824.00/949 : Telegram 

The Ambassador in Brazil (Caffery) to the Secretary of State | = 

Rio pa Janemro, August 31, 1939—5 p. m. 

| | | [Received 3: 42 p. m.] 

979. The Minister for Foreign Affairs showed me this morning a 

telegram from his Legation at La Paz recommending that normal 

relations be continued with the Bolivian Government and that the 

question of recognition be not raised. Aranha observed that it was 

his intention to adopt that course and he remarked that he hoped that 

the Department of State would not raise a question of recognition 
either but would continue normal relations. 

CAFFERY
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8 24.00/957 — : | | a - oe 

Memorandum by the Assistant Chief of the Division of the American 

a | ss Republics (Briggs) oe : 

oo ee [Wasnineton,] August 31, 1939. 

The Bolivian Minister called this afternoon on instructions from _ 
his Government to state that the Quintanilla administration did not 

represent “a continuation of the dictatorship of General Busch”. Dr. 
Guachalla pointed out that Sefior Baldivieso, the Vice President under 
Sefior Busch, had not assumed the Provisional Presidency and that 
the new Government desired to return to constitutional procedure “at 
an early date”. The Minister said that no date had been indicated 

-_-but he assumed this would mean “two or three months”. The Minister _ 
| - continued by stating that his Government desired to continue the very 

friendly and cordial relations at present existing with the Government _ 
: of the United States Bn SO 

I thanked Dr. Guachalla for his Government’s courtesy in conveying 
the foregoing message and told him that it was equally our desire to 

| continue close relations with his Government. I gathered from the __ 
| Minister’s attitude that he was relieved to find that no question of | 

recognition had arisen. | : a ae 
‘The Minister then mentioned the reappointment of Dr. Ostria _ 

_ Gutiérrez as Minister of Foreign Affairs and said that to his personal 
_ knowledge the Minister was very desirous of reaching a solution of | 

the oil controversy. I agreed that the continued existence of this 
: controversy represented a cloud on the horizon of our relations and 

expressed the hope that every effort would be made in the direction 
| ofanearlysolution. |. : | | a 

| | | Ex11s O. Briccs _ 

| 824.00/949 : Telegram | oO | | 

The Secretary of State to the Ambassador in Brazil (Caffery) 

Wasuineron, September 1, 1939—10 a. m. 

163. Your 279, August 31,5 p.m. Please inform Aranha that the 
American Chargé d’A ffaires in La Paz has been instructed to continue 

| norma] relations with the present Bolivian Government. No question 
of recognition has been raised by this Government.
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PROPOSED EXTENSION BY THE UNITED STATES OF FINANCIAL | 

| ASSISTANCE TO THE GOVERNMENT OF BOLIVIA | | 

24.51/00 ts - a oe a 

Memorandum of Conversation, by the Chief of the Division of the 

- a American Republics (Duggan) oe 

an oO : [Wasuineron,]| August 7,1939. 

The Bolivian Minister ** stated that his Government desired to enter 

into discussions to secure a credit from this Government. In response 

to my inquiries as to additional details concerning the desire of the | 

Bolivian Government, the Minister was unable to furnish further a 

information. I informed the Minister, first, that it would be neces- | 

sary for the Bolivian Government to present concrete proposals to 

this Government for its consideration, and secondly, that it appeared 

to me very doubtful whether this Government would wish to extend 

credits to the Bolivian Government until that Government had taken | 

_ steps to clear up certain well known differences with American citizens. 

The Minister stated that he agreed that it would probably be diffi- 

 gult, if not impossible, for this Government to move in the credit 

matter until the differences were straightened out. In this connec-- 

tion he inquired whether, as a result of further discussions between | 

the Department and the Standard Oil Company, he could expect to — 

receive in the near future a new draft of the proposed settlement.” 

I informed the Minister that I had not had an opportunity to acquaint 

myself with the status of the negotiations concerning the Standard 

| Oil dispute since my return, but that I would do so and inform him 

next Monday when he returned to town. oe 7 

The Minister informed me that he would request further informa- 

tion from his Government as to its interests in a credit and what the | 

credit would be used for if granted, et cetera. | 7 

g24.51/951 : Telegram | | | 

The Under Secretary of State (Welles)** to the Secretary of State 

Panama, September 22, 1939—2 p. m. 

| [Received 11: 18 p. m.] 

5. I had an interesting talk this morning with the Bolivian dele- 

gation in regard to economic and financial cooperation. The Bo- 

livian Government apparently faces a serious possibility of exchange 

* Luis Fernando Guachalla. 
* See pp. 322 fff. 
Then United States Delegate to the Meeting of the Foreign Ministers of the 

American Republics Held at Panama, September 23—October 3, 1939; see pp. 15 ff.
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, difficulties because of the disturbances created by the war in Europe. 
They state that it would be very helpful to them if they could se- 
cure a moderate sized advance, say in the amount of two millions of 
dollars. They state that part. of this sum would be used to purchase 

| American products. _ ; - 
The first idea which they had arose out of the fact that there is 

_ now an appropriation of 10 million dollars for the purchase of stra- 
tegic raw materials. They had been informed, and I confirmed the | 
information, that a substantial part of this appropriation would be 

_ used for the purchase of tin. The idea that was put forward was 
that the payment for the tin to be bought as strategic reserve would 
pay any advance made to them. A promise was given that this pos- 
sibility would be explored. At the same time, however, various diffi- 
culties were pointed out; particularly, (1) The comparatively rigid 

| procedure which the Army and Navy Board was required to follow 
| under the law for the purchase of these strategic raw materials. (2) 

The question of grades of tin. Would you please look into the vari- 
| ous sides of this matter as promptly as possible and advise us as to _ 

whether any arrangement of this type might be practicable. In an- 
| ticipation.of possible practical difficulties, we suggested to the Bo- __ 

_ livian delegation that an advance might be simpler and much more 
: quickly arranged either through the Export-Import Bank or the 

RFC *’ without establishing any direct connection with purchases of 
tin for the strategic reserve. Without commitment the Bolivian dele- 
gation was told that we would submit the following possible arrange- 

_.- ment—the advancement of the agreed upon sum, say 2 millions of dol- 
lars, immediately. The Bolivian Government would give notes which | 
would call for repayment in monthly installments beginning say 4 
months after the adyance. Each of these monthly installments would 
be at least the proceeds received from the sale of a minimum amount 

| of Bolivian tin through the official Mineral Bank of Bolivia. The 
amount mentioned in that connection though tentatively was 200 tons 
a month which at current prices would be repayment at approxi- 
mately $200,000 a month. The Bolivian Government might be will- 
ing to give the bank actual tin security in some form. The Bolivian 
delegation also mentioned the possibility of including antimony, 
wolfram ore, or tungsten as part of the arrangement. If this security 
seems satisfactory as tin, the total amount could be somewhat 
increased. 

In response to a question as to the interest rate, the Bolivian dele- 
gation was informed that, for an advance of approximately this 
period, it was thought that the bank would be willing to make either a 
3 per cent or at most a 314 per cent rate. 

* Reconstruction Finance Corporation. ,
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It occurs to us that this matter might be handled expeditiously if 
the Mineral Bank of Bolivia created a subordinate American branch 
in the United States. The funds could then be advanced to this | 
branch, when and as needed, to pay for the purchase of American 
goods or other purposes, as agreed upon. The Bolivian Government 
and the Mineral Bank would pledge themselves to the Import and | 
Export Bank to provide the American branch with a minimum of | 
200 tons of tin a month or the equivalent amount in dollars each 
month. | - 

Will the Department please discuss this whole possibility also with 
Pierson * and Jones? *® It will be most helpful to us if the Depart- | 
ment’s reply can set forth the actual details of a possible transaction _ 
which could be confirmed in all ways except final arrangements of 
documents and signature while we are in Panama if the Bolivian 
Government wishes to take the necessary steps that promptly. __ | 

_ If we succeed in working out this measure of financial cooperation © 
with Bolivia, I am hopeful that it would be the basis of a joint state- 
ment that the two Governments could make as regards economic and . 
financial cooperation. ee oo | | 

The Bolivian delegation also raised the question of possible help 
for either Central Bank or exchange stabilization purposes. They 
were informed that this was a matter of most careful technical exami- 
nation and that if they would submit a memorandum to us we would | 

_ bring to the attention of the Treasury which would certainly be glad 
to discuss it with the Minister upon its return to Washington. | | 

824.51/954a : Telegram 7 

The Secretary of State to the Minister in Bolivia (Dawson) 

| Wasuinaton, September 25, 1989—7 p. m. 

31. Department is giving serious consideration to a request of 
Bolivian Delegation at Panama for an immediate advance to meet | 
exchange difficulties. Please supply details regarding the exchange 
situation which is alleged to create an emergency need for $2,000,000 
immediate advance. Bolivia has mentioned possibility of including 
sales of antimony, wolfram ore or tungsten acquired by the Banco 
Minero, as well as tin, as security. One set-up under consideration is 
for repayment in monthly instalments of $200,000 beginning 4 months 
after the advance. Please telegraph comment on practicability of 
arranging effective security on sales of these minerals, excluding tin, 

* Warren L. Pierson, President, Export-Import Bank of Washington. 
% Jesse H. Jones, Chairman, Board of Directors, Reconstruction Finance 

Corporation. | 

293800—57——21 |
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| in the United States, in view of Bolivian marketing arrangements 

| | and American market conditions. en | 

824.51/951: Telegram | : | a : 

oO _ The Secretary of State to the Under Secretary of State (Welles) 

Oo _ _ Wasurneron, September 25,19389—9 p.m. 

| 16. Your 5, September 22,2 p.m. Can you add any details to your 

first paragraph references to exchange difficulties and to proposed use — 
of advance? Department is also querying Legation, La Paz, on this. 

- Could Bolivian Foreign Minister *° have his Government also provide 
| Bolivian Legation here with full information for discussion with this 

- Government? : - | - 
| As to the possibility of tying up such an advance to purchases by 

this Government of tin for reserve stocks, there appears to be no way 
of modifying the formal procedure specified by the law. The adver- 
tisement for bids on approximately 4,000 tons of tin is about to be : 
issued by the Procurement Division of the Treasury. The specifica-— 

tions in the advertisement could be met by London standard tin as well 
as other high grade tin so that presumably the Mineral Bank of Bolivia 

: could bid for all or a part of this order if it has a claim on high grade _ 
oe standard tin (made in whole or in part from Bolivian ore). It is 

| understood that the bids must be on a c. i. f. basis, however, so that 
the Mineral Bank would have to commit itself to delivery of the tin 

| in the United States. _ | 
| Should the Mineral Bank be successful in securing a part of this 

, order, it might be possible then to make an advance to the Bolivian 
| Government against fulfillment of the contract with the Procurement 

- Division. Bids will not be opened, however, until 30 days after the 
date of advertisement. There is no possibility of purchases of tin ore 
under this program. | 
Pierson has other phases under advisement. an 
oe : Hoi 

824.51/953 : Telegram 

The Under Secretary of State (Welles) to the Secretary of State 

Panama, September 26, 1939—8 p. m. 
[Received September 27—3: 30 a. m.] 

18. Our 5, September 22, Department’s 16, September 25. 
1. The Bolivian delegation has given us an extensive memoran- 

dum ~ containing a full account of the development of their present 

* Alberto Ostria Gutiérrez. 
“= Not printed.
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exchange position and difficulties. We are sending this to Wash- 

ington by airmail today. . oS | 

- The essence of the present difficulty seems to be as follows: The | 

value of Bolivian currency has been linked to the pound. This fact | 

| has created difficulties in two directions: First, approximately 60% 

of Bolivian exports go in the first instance to Great Britain and are 

paid for in pounds and approximately 20% to Germany. This means 

fewer dollars. Second, the decline in the exchange value of Bolivian | 

currency increases the difficulty of paying for necessary imports from : 

the United States, Argentina, Chile and Peru, whose currencies have 

not declined in value. These imports are almost entirely necessities. | 

Furthermore, the serious disturbance both of markets and of ship- 

ping is interfering seriously with Bolivian exports especially to 

_ Englandg rs 
- This combination of circumstances—many of which may be entirely 

transitory—create an acute exchange situation for Bolivia. Imme- | 

- diatereliefisrequired. 8 8 | 

_ I therefore urge that the Board of Trustees of the Export-Import | 

- Bank immediately authorize an advance of say 2 millions of dollars 
| to be made to the Bolivian Government conditional upon the satis- 

factory agreement upon details to be worked out by the Executive | 

Committee. If this is done the Bolivian Foreign Minister and 

myself can then sign here in Panama an exchange of letters con- 

taining an agreement for this advance in general terms specifying | | 

- merely its approximate amount, its approximate period and its in- 

terest, approximate interest rate which suggest should be no more than 

3%. Upon the return of Minister Guachalla to Washington details 

could be settled and the necessary formal papers signed. | 

2. With regard to the possibility of Bolivian sales to the Ameri- _ 

can Government for reserve stock, as soon as the terms of the adver- 

tisement for bids are published will you kindly give copies to the 

Bolivian Legation in Washington. It would also be helpful, if it is 

practicable, if you would cable to the American Legation in La Paz 

the main features of the advertisement as regards the procedure for 

placing bids and instruct the Legation to bring it to the attention of 

the Minister of Mines. 7 | 

I recommend that the arrangement outlined in numbered paragraph 

1 for an advance to the Bolivian Government be worked out without 

waiting to ascertain whether or not the Bolivian Government secures 

any of the orders for tin for reserve stock purposes. | 

3. For your information. The delegation states that it has been 

informed that the Banco Minero expects to be in a position to assure 

the export of $100,000 monthly of antimony and wolfram. 
WELLES
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: 824.51/955 : Telegram | 
Lhe Minister in Bolivia (Dawson) to the Secretary of State 

| oe La Paz, September 27, 1989—noon. 
| a [ Received 5: 33 p. m.] 

62. Department’s 31, September 25,7 p.m. Bolivian exchange diffi- 
| culties date back to about November 1937 and have only been aggra- 

vated by European war. In this period exchange needs have varied 
from 250,000 to 320,000 pounds per month with amount available 
ranging from 200,000 to 260,000 pounds. As a result reserves of Cen- 

| tral Bank have been reduced some 500,000 pounds and backlog of about 
800,000 pounds of commercial debts abroad has been built up, largely | 

| in the United States, for which exchange is not available. In other _ 
words, Bolivian exchange needs in approximately 20 months before __ 

- outbreak of war exceeded exchange receipts by at least 1,000,000 

- Because of difficulty of transportation of tin to Europe until convoy 
| system is perfected and adequate shipping is available, Bolivian ex- 

change receipts are expected to be below 100,000 pounds for the next 
| 2 to 4 months and it is to make up the deficit in current needs that the 

| advance of $2,000,000 is desired. There is no apparent idea in official , 
circles that any of this would be used to reduce commercial backlog. 

Minister of Finance estimates that, once tin shipments can be made 
: | under satisfactory conditions, Bolivian interests will be receiving — 

| _ 830,000 pounds of exchange per month from this source because of 
increase of tin quota to 100% and at least 70,000 pounds from other — 
sources giving it considerable surplus over its present monthly needs 
of 320,000 pounds and enabling it easily to repay proposed advance. 

_ These optimistic calculations do not take into account possibilities of 
submarine warfare and other unforeseen war factors. Central Bank 
still has about 700,000 pounds of available reserves in gold and foreign 
exchange which could be used to tide over period in which exchange 

| from tin will not be coming in if calculations are correct but the Boliv- 
ian Government would obviously rather take the gamble on funds se- 
cured from the United States than lower the bank’s present reserves to 
vanishing point. , | 

Minister of Finance states that amount of antimony and wolfram 
ore acquired by Banco Minero is about 400 and that of tungsten about 
50 tons per month and these estimates are checked by independent 

| mining authorities. At current prices this would bring about $70,000 
per month, totally inadequate security for repayment of contemplated 

: installments of $200,000. Furthermore mining experts estimate that 
only about half of the ore is of a grade such that it would be acceptable 
to American importers under normal circumstances. Manager of the 
Banco Minero states that delivery of amounts indicated could begin in
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November if prices offered in the United States were satisfactory but 
the Department is in a better position than the Legation to judge 
whether there would be a sufficient market for them there. 

_ If the proposed advance is to be seriously considered it is my opinion 
that more adequate security should be offered such as a lien on the 
first $200,000 of exchange accruing to the Bolivian Government each | 

_ month from sales of all minerals abroad whether by the Banco Minero 
or the big mining groups, beginning 4 months after the advance. 

I frankly do not see, however, why the Government of the United 
States should come to the assistance of the Bolivian Government in 
a situation which has arisen largely because of the latter’s bad finan- 
cial management and extravagance especially in view of the record of 
the Bolivian Government in the recent past toward American interests. 
While the present regime is more amicably disposed than its predeces- | 
sor it would only be good grace for it to take active measures 
toward the settlement of certain outstanding problems before asking 
for aid. oe | 

| - | a Dawson 

824.51/956: Telegram _ . . | 

The Under Secretary of State (Welles) to the Secretary of State | 

: Panama, September 28, 1939—6 p. m. | 
| [Received 7:19 p. m.] 

22. The Bolivian Foreign Minister asked me again this morning | | 
to expedite the decision regarding the advance presented in our No. 18, 
September 26, 8 p. m. - 

I should appreciate it if the Department could secure a definite 
reply by Saturday at the latest. In view of the genuineness of the | 
need and the character of the security, I believe it important that an 
agreement be reached. | 

WELLES 

824.51/957 : Telegram 

The Under Secretary of State (Welles) to the Secretary of State 

Panama, September 29, 1939—9 p. m. | 
[ Received 11:40 p. m.] 

28. It will be a serious embarrassment if I do not receive reply im- 
mediately to my cables in regard to the Bolivian advance and I 
earnestly hope it will enable me to enter into satisfactory exchange of 
letters tomorrow. | 

| WELLES
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. 824.51/957 : Telegram . . | . a 

| The Secretary of State to the Under Secretary of State (Welles) 

| a oe WASHINGTON, September 30, 1939—4 p. m. 

38. Your no. 5, September 22, 2 p. m., no. 18, September 26, 8 p. m., 

no. 22, September 28, 6 p. m., and no. 28, September 29,9 p.m. The 

| Department has had great difficulty in finding any basison which an 

extension of credit could be justified to public or congressional opinion 

here. The suggested collateral is imperfect in view of the uncertainty, 

under recent war conditions, as to the movement of tin, the terms of 

shipment and payment which will be allowed by Great Britain, the | 

refining country, and the probable loss of identity of the tin before 
it reaches the United States, while the antimony, wolfram and tung- 

sten shipments would be insufficient in amount, not all of suitable 

| grades, and not in all cases readily marketable in the United States. 

It would therefore be difficult to relate a credit directly, at the pres- 
ent moment, to American imports of strategic materials, while it 
seems also that the credit is wanted in considerable measure for pur- 
poses other than direct payment for American exports to Bolivia. The 
Department understands that the Bolivian Central Bank still has 
about 700,000 pounds sterling of available reserves in gold and foreign 
exchange, so that the need for emergency relief in the suggested form 
is not absolute. | | 

| The credit would encounter an outcry in view of Bolivia’s debt 
record and particularly of the Government’s action with regard to 
the Standard Oil properties. This morning’s New York Herald 
Tribune has a very strong editorial on the suggested credit attacking. 
Bolivia on both the debt and the oil questions. This would undoubt- 
edly be the attitude of public opinion and would be taken up by Con- 
gtTess in case governmental credit were granted to Bolivia at this 
time. The Congress in its present session, convened for discussion of 
questions of international policy, has already shown itself attentive 
to every international development. This is another reason why I 
have been so anxious to see some disposition on the part of the Bolivian 

Government to deal with the oil difficulty at least. Moreover, last 
July, in testimony before the Senate Committee on the request for 
increase in Export-Import Bank lending power, Mr. Pierson and Mr. 
Jones were asked about Bolivia and replied that they would not make 
loans to “a country that is confiscating our property”. This was widely 

quoted in the newspapers. 

For all these reasons the lending authorities would be very reluctant 
to grant at the present moment a credit which might prejudice the 
smooth development of the whole plan of financial cooperation, which 
depends on Congressional action, and I am equally reluctant to press 
them to act against their judgment.
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__ Jt is therefore the opinion of this Government that the appropriate 
method of dealing with this question should be through discussion 
with a representative of the Bolivian government, preferably the 

| Bolivian Minister, authorized to that effect, and that such discussions 
be commenced promptly upon his return from Panama. It is not 

| believed that publicity can be other than harmful. It is hoped that 
under these circumstances the Bolivian government might assist by 
clarifying the difficulties and uncertainties with which we are neces- 
sarily faced. : | | 

——--824.51/960: Telegram a 

The Under Secretary of State (Welles) to the Secretary of State 

_ Panama, October 3, 1939—2 p. m. , 
| [Received 5: 34 p. m.] 

39. For Berle.” Your No. 38, September 30, 4 p. m. I have 
availed myself of the authorization contained in the last paragraph of 
the Department’s telegram to suggest to the Bolivian Minister for For- 
eign Affairs that he instruct Guachalla to take these questions up im- 
mediately after his return to Washington and that in the meantime no 
publicity whatever should be given to the fact that any further con- | | 
sideration is being given to these proposals in Washington. I have 
likewise made very clear to the Minister for Foreign Affairs the 
basic reasons underlying the decision reached by the Department. 
He is still firmly of the opinion that from the standpoint of expe- 
diency it would be easier for him to obtain a solution of the oil con- 
troversy by his Government if such solution were not made a con- 
dition previous to the reaching of an agreement on credits for ex- 
change stabilization and on related matters. He is a man of fine 
character and real intelligence and I obtained the impression that 
while he is deeply chagrined by the reply I have had to give him he 
will nevertheless do his best to go along with us on the lines proposed. 

He has shown me in confidence an official communication addressed 
to his Government by the Japanese Minister in Lima offering a barter 
arrangement for 3,000,000 tons [séc] of tin ore and certain other min- 
erals in return for various classifications of Japanese manufactured 
goods. In his conversation with me on that subject the Minister has 
made it clear that while it was the general intention of his Government 
and especially of himself to try to find a satisfactory basis for an 
agreement with the United States, in the absence of such basis they 
would be “obliged” to make some such arrangement with Japan as 

2 Adolf A. Berle, Assistant Secretary of State.
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that proposed, or with any other government that might make similar 

proposals. | | | 

As I see the situation with Bolivia at this time it would appear to 

--_me to be more urgent and critical than the impression in the Depart- 

: ment. While I am entirely willing to concede that the prerequisites 

indicated in the Department’s telegram involve questions of basic 

| principle which are sound and desirable it would nevertheless seem 

; to me that if Bolivia at the present time were to involve herself in 

arrangements of the kind proposed by Japan and recently by Ger- 

| many it would inestimably [énevitably] have a direct effect upon the 

political trend in Bolivia. I trust that the Department will give con- _ 

| sideration to the possibility of finding some compromise which would - 

_ make it possible to avoid this danger. , 

| GOOD OFFICES OF THE DEPARTMENT OF STATE IN NEGOTIATIONS 

| REGARDING AN AGREEMENT BETWEEN THE GOVERNMENT OF 

| BOLIVIA AND THE STANDARD OIL COMPANY * 

824.6363 St 2/802 | | a 

| - The Minister in Bolivia (Caldwell) to the Secretary of State | 

No. 430 La Paz, January 25, 1939. 
| | | — [Received January 31.] 

| Sir: I have the honor to report that since his arrival in La Paz, Dr. 
Luis Fernando Guachalla, Minister of Bolivia in Washington has 
made no secret of the fact that he believes that an equitable solution 
of the pending controversy between the Bolivian Government and 
the Standard Oil Company is highly desirable from the point of view 
of Bolivian credit. On account of his close acquaintance with the 
whole subject and the reputation for disinterested integrity which 

: Dr. Guachalla enjoys to a very high degree, I have reason to believe 
that Dr. Guachalla’s opinion on this subject has definitely strength- : 
ened the position of those members of the Government who were 
already personally favorable toward such a solution as Dr. Guachalla 
has in mind. | 

In recent conversations of a personal and confidential character, 
Dr. Guachalla told me that he had already discussed the whole subject 

| in some detail with President Busch, with Dr. Mendoza Lopez, Minis- 
ter of Finance and with Dr. Gabriel Gosalvez,“ who is generally 

regarded as the leading influence in the present Government. He 
found all three gentlemen favorable in principle to the views which 
he had presented, although Dr. Gosalvez indicated some doubts 

3 Ror previous correspondence, see Foreign Relations, 1938, vol. v, pp. 321 ff. 
* Minister for the Interior.
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whether the Bolivian Government would be in a position at this time _ 
to take the initiative in the matter. | 

-- _-Dr. Gosdlvez, however, suggested that Dr. Guachalla should prepare | 
a careful memorandum reviewing the whole subject and indicating 
possible formulas for solution. This memorandum has now been com- 
pleted and will be discussed early next week by Dr. Guachalla and an | 
influential group of Government officials which will include President 
Busch, the Minister of Finance and the Minister for Foreign Affairs. | 
When this interview has taken place Dr. Guachalla indicated that he : 
would inform me as to the results. © 

As to possible formulas Dr. Guachalla told me confidentially that | 
| he was giving careful consideration to the following: a) compensation 

to the Company for the fair value of their property, as an act of comity | 
by the Bolivian Government without direct reference to the funda- 

- mental juridical problem; }) a direct arrangement, probably to be - 
effected by an exchange of identical communications with the author- 

| ized representative of the Company in La Paz, providing for the repeal | 
or the modification of the fundamental decree of March 13, 1937,” 
and also providing for compensation to the Company at an agreed | : 
price to be previously determined by direct conversations; ¢) or as an 
alternative to the two solutions suggested above a decree by the 
Supreme Court favorable to the Company preceded by a strictly con- 
fidential agreement on the part of the Company to sell the property in | 
question at a price previously determined. | — 

Dr. Guachalla asked me my personal opinion on the three general | | 
formulas outlined above. I felt I owed him an equally frank reply, 
and told him that I did not believe that his first formula would be | 
likely to satisfy the legitimate desire of the Company to safeguard 
the fundamental principles for which they had contended from the 
beginning. | | | | 

Similarly in my judgment the third formula was open to objection _ | 
both from the point of view of the Government and the Company, 
because it seemed to me that it would be very difficult to prevent know]l- 
edge leaking out sooner or later as to any previous understanding 
precedent to a court decision. Such knowledge would destroy the 
moral value of the decision itself and tend to compromise the dignity 
of both parties. | 

For these reasons I told Dr. Guachalla that the second of his three 
plans seems to me to have the great advantages of frankness and 
rapidity. I went on to say that if the correspondence to be made 
public were friendly on both sides it seemed to me that a direct , 
arrangement at this time, if feasible, would create a favorable impres- 
sion as to the strength and the good faith of the Bolivian Government 
in dealing with foreign investors. 

*For translation, see Foreign Relations, 1937, vol. Vv, p. 277; for the Spanish 
text, see Bolivia, Anuario Adminisirativo de 1937, vol. 1, p. 519.
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| Although the whole conversation outlined above was obviously 
, friendly and personal and cannot be taken to bind either one of the 

| parties in such discussions as may be later undertakenI gained theim- _ 
pression that the Bolivian Government was for the first time seriously 

considering a direct solution of a problem which they find to be in- 
creasingly embarrassing. — | a 

It is, of course, possible that the Government itself will be unwilling _ 
to take the direct initiative which is suggested by Dr. Guachalla and 
that it might prefer arbitration at the friendly request of the Ameri- 

can Government. If such a step should be contemplated it seems 
reasonably clear that the request in question should preferably be a 
matter of record before rather than after any Supreme Court decision 
by which the Bolivian Government might feel itself to be juridically | 

| obligated. If there should be any suggestion in this direction from 
Dr. Guachalla in the conversation which I expect to have with him 
next week, it will, of course, be reported very promptly to the Depart- 

ment. = | | 
Respectfully yours, - Rosert G. CALDWELL 

824.6363 St 2/303 : Telegram . 7 | | : 

The Minister in Bolivia (Caldwell) to the Secretary of State — | 

| | La Paz, February 2, 1939—9 a. m. 
| : [Received 10:40 a. m.] 

: 5. Dr. Guachalla told me yesterday that he had definite reason to 
: believe that the Bolivian Government would accede to a direct arrange- 

ment with Standard Oil Company similar to plan 0) mentioned in 
my despatch 430 of January 25, but to be formulated in a single 
legal instrument called “Transaccién” in the Bolivian Civil Code. | 
He was, of course, uncertain what formula could be devised to safe- 
guard the principle in which the company is interested or as to the 

| amount of compensation. He felt, however, that his hands would be 
strengthened here if he had some expression from the Department as | 
to the general plan and perhaps later than [on?] at the appropriate 
time some assistance in working out the necessary details with the 
company. | 

CALDWELL 

824.6363 St 2/304: Telegram 

The Minister in Bolivia (Caldwell) to the Secretary of State 

La Paz, February 2, 1939—noon. 
[Received 3:01 p. m.] 

6. Supplementing my telegram No. 5, February 2, 9 a. m. On 
account of difficulties in working out details of formula suggested by
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Guachalla, in my judgment only practicable solution which would 

carry genuine moral value would be friendly arbitration in the interests 

of both parties including all points at issue, (1) legality of degree of 

March 13, 1937; (2) extensive claims of Bolivia for unpaid taxes and 

for alleged violations of contract, and, in the event of a favorable | 

decision on point 1; (8) compensation to the company for fair value 

of the property but. specifically excluding actual return of the prop- 

erty which is apparently desired by neither party. _ | 

a The Bolivian Government would probably object to such a plan at 

the outset but might be persuaded eventually as to its genuine fairness. 

* a | | ae CALDWELL 

«24,6868 St 2/804: Telegram 

The Secretary of State to the Minister in Boliwia (Caldwelt) a | 

| a | - Wasuineton, February 3, 1939—4 p. m. 

9. Your 5, February 2, 9 a. m. and 6, February 2, noon. Depart- 

 ment?’s understanding is that the legality of the decree of March 13, 

| 1937 is the principal point at issue in the case now pending before _ 

the Bolivian Supreme Court. oo | - 

If the decision should be in favor of the company the Department — 

would, of course, expect the Bolivian Government either to restore the 

__ properties with reasonable compensation for damages suffered by the 

| company, or payment by the Government of the value of the proper- 

| ties at the time of the taking in the event that it should decide to 

expropriate them. | | 

| It would, of course, be desirable if a friendly compromise settlement 

of all questions now at issue could be reached without awaiting a deci- 

sion by the Court. It is not clear from your telegrams whether the | | 

Government is disposed to bring about such a settlement. If in your | 

judgment it is so disposed, you may in an appropriate manner indicate 

| to the Government that the Department would be glad to see such a 

settlement made. ‘The method suggested under (6) of your despatch | 

no. 430 of January 25 would seem to afford a way out of the difficulty. 

{t might even be possible in such a settlement to avoid any discussion 

of the validity of the decree of March 13, 1937. This, however, is a 

matter for the consideration of the Bolivian Government and the com- 

pany. Our principal interest is in promoting a settlement in such a 

way as may be both feasible and satisfactory. It might even be proper | 

at some point in your discussions with the Bolivian Government to 

say that if the decision of the Court should be adverse to the company 

your Government might be under the necessity of asking for arbitra- 

tion, but that it is, of course, desirous of avoiding such a situation 

if possible. |



a 326 FOREIGN RELATIONS, 1939, VOLUME V | | 

The Department considers that fair compensation to the company 
: will adequately protect its interests from any adverse effects of the 

decree in other countries where it has properties. __ , a 
_ | : Hor 

824.6363 St 2/817: Telegram oO | | 7 
Lhe Minister in Bolivia (Caldwell) to the Secretary of State 

- | | La Paz, March 9, 1939—noon. 
| | oe | [Received 11:50 a. m.] 

- _ 9. Morning newspapers announce briefly that the Supreme Court 
_. decided unanimously yesterday “to declare the demands initiated by — 

Standard Oil against the Government irregular and inadmissible on - 
: account of lack of Juridical competence on the part of its representa- 

fr tives.” oo | | | | | 
| : Subject to more complete information later, my immediate impres- 

| sion, shared by local representative of the company, is that this deci- 
_ sion is intended to leave all fundamental questions wide open for pos: 

sible settlement by negotiation or arbitration. | | 
| CALDWELL 

824.6363 St 2/821: Telegram | a : 
| _ The Minister in Bolivia (Caldwell) to the Secretary of State : 

ee 7 La Paz, March 14, 1939—4 p. m. 
| SO a [Received 6:20 p. m.] _ 

11. Guachalla told me last night that in his judgment, in view of 
| recent indeterminate Supreme Court decision, an informal request for 

_ arbitration at this time would be received in a very friendly spirit. 
He suggests exclusion of actual return of the property on the ground 
that this is desired by neither party and would arouse hostile reactions | 
here. He also suggests that details other than general principle of 
arbitration be reserved for discussion after his arrival in Washington 
April 5. | | | 

| CALDWELL 

824.6368 St 2/321: Telegram 

Lhe Acting Secretary of State to the Minister in Bolivia (Caldwell) 

Wasurneron, March 16, 1939—8 p. m. 
5. Your no. 12 [71], March 14, 4 p. m. It is believed that the 

Department’s position is fully explained in its no. 2 of February 3, 
4p.m. While the Department would welcome a friendly and equita-
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ble settlement of the differences between the Government and the : 
Standard Oil Company, it would appreciate receiving further infor- 
mation regarding Guachalla’s ideas such as the source from which any : 

. suggestion of arbitration should come and its general scope. Recent 
reports lead the Department to believe that what apparently is con- | | 
templated at this time is some direct settlement rather than arbitration 

7 in the legal sense. Please clarify this point, if possible. | 

| | - WELLES | 

824.6368 St 2/823: Telegram — 

The Minister in Bolivia (Caldwell) to the Secretary of State — 

. ee La Paz, March 17, 1939—noon. | 
| | [Received 1 p. m.] | 

: 12. Department’s No. 5, March 16, 8 p.m. Guachalla, who leaves | 
today, has been instructed “to seek a direct understanding with the 
company under the auspices of the State Department”. I understand | 

| that he will not present a plan of his own but will consult both the 
company and the Department and will give friendly consideration 
to any concrete suggestions, especially from the Department. | 

_ Foianini*® told me yesterday that the Government disappointed 
with Supreme Court decision and that he would personally support a 
friendly settlement. | 

The Supreme Court on March 15 refused to reconsider decision of 
March 8. The attorneys here have advised the company that local legal 
remedies have been exhausted. 

| | CALDWELL 

824.6363 St 2/840 

Memorandum of Conversation, by the Secretary of State | 

[Wasuineron,] April 11, 1939. 

The Bolivian Minister called to pay his respects. I brought up the | 
oil seizure matter and the Minister stated that he and his Foreign 
Minister had been giving it all the attention they could with a view to 
an adjustment and that he would confer in detail with Mr. Welles when 
the latter returned to the Department from his vacation. 

He remarked that the South American countries were very greatly 
concerned about the European war situation. He recalled my repre- 
sentations to the Latin American delegations at Lima ”’ and the way 

* Dionisio Foianini, Minister for Mines and Petroleum. 
* Department of State, Press Releases, December 10, 1938, pp. 423-428; ibid., 

December 24, 1938, pp. 475-478.
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| | they had proven to be true, and said that this had been especially | 

| impressed on the Argentines. I replied that in this dangerous, chaotic 

| world situation there was never such a ripe plum dangled before a 

‘hungry person than Latin America appears to be to these lawless 

a nations, hungry as wolves for vast territory with rich undeveloped — 

| natural resources such as South America possesses; that it is all- 

important for the American nations to pursue a lawful, friendly and 
reasonable course with each other; and that the dollars and cents 

involved in the oil seizure were small compared to the great injury 

that would result to Bolivia, as well as to my own and other countries, 

if that sort of an act should go uncorrected and the friendship between 

the two countries should be seriously impaired. He agreed heartily 

| and said he was going to take the matter up in all earnestness looking 

towards some method of adjustment. _ 

a | Clore] Hfon] 

824.6863 St 2/378 a a 

Memorandum of Conversation, by the Assistant Chief of the Dwision , 
| of the American Republics (Buiter) | 

| a _[Wasutneton,] May 31, 1939. | 

[Participants:] Bolivian Minister | | 

- Mr. Duggan ” oo : 

| | Mr. Butler Oe 

| The Bolivian Minister called at Mr. Duggan’s request to discuss the | 
case of the Standard Oil Company of Bolivia. | | 

| Mr. Duggan explained to the Minister that he wished to explore 
possible procedure for a friendly and mutually satisfactory settlement 

of this case. He explained that the Department’s policy in such cases 
is to use its good offices to bring the two parties together and to facili- 
tate in every appropriate way direct negotiations and agreement be- 
tween the parties. He pointed out that it is impossible for the De- 
partment to act as mediator or go-between in the many problems which 
confront American business throughout the world, not only because 
the Department lacks complete information and data in the cases, but 
also because it has not the personnel necessary for this work. Mr. 
Duggan then inquired what the Minister’s specific instructions are and 
if the Minister would be able to transmit to his Government a proposal 
which might be made by the company and submitted to the Minister 

by the Department. 
Dr. Guachalla said that he has rather strict instructions and is only 

authorized to transmit to his Government the suggestions of the De- 
partment. Mr. Duggan then inquired if these instructions would be 

2° Chief of the Division of the American Republics.
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| satisfied if the Department were to submit a company proposal to him 
with the comment that the Bolivian Government might wish to ex- 

- amine it as a possible basis for settlement. The Minister replied that 
_ the Government knows the company’s views, that it takes the attitude 

that it has nothing further to discuss with the company, and that there- 
fore what the Bolivian Government wants is the Department’s sug- 
gestions or at least the Department’s analysis of and comment upon | 
any proposal that might be made by the company. The Minister 
pointed out that since the decision of the Bolivian Supreme Court, it 
will be very difficult for the Bolivian Government to reconsider the — 
juridical aspects of the case, or to enter into direct negotiations with 
the company. He repeated the opinion, however, that if the Depart- | 
ment could submit some formula or suggested plan, he believed that 
something might grow out of it. The Minister recalled that while 
he was in La Paz Mr. Caldwell had received a telegram from the De- 

partment expressing approval of an out-of-court settlement which | 
would leave to one side the question of the validity of the decree of — | 
March 138, 1937. He stated that the Standard Oil Company of New 
Jersey had rejected a proposed settlement along these lines and that _ 
he understood the company to have declared that it would prefer an 
adverse decision by the Bolivian Supreme Court so that the Depart- | 
ment would ask for international arbitration. The Minister com- 
mented upon the fact that the Department had not made this request. | 
He added that the Bolivian Government could not accept international 
arbitration. __ | ; 

Mr. Duggan then asked if the Department took the first step in 
transmitting a proposal which the company might make, together — | 
with the Department’s comment thereon, the Minister would be able 
to transmit the proposal to his Government. He also inquired if after 
such a first step the Bolivian Government might be disposed to desig- | 
nate the Minister or some other representative to meet with a repre- 
sentative of the company to carry on the discussions. The idea would | 
be to have the company designate a representative who was not an 
employee of the company and who had had nothing to do with the 
case. The Minister asked if Mr. Duggan had in mind an arrangement 
similar to the Mexican one ® and Mr. Duggan replied in the affirmative. 
Dr. Guachalla stated that he thought such a procedure might be pos- _ 
sible, but he emphasized that in order to make action possible and easy 
for the Bolivian Government the latter feels that it must deal with the 
Department instead of with the company, at least at the beginning. 

Dr. Guachalla added that after a preliminary exchange between his 
Government and the Department, he would be willing to discuss the 
matter informally and unofficially with representatives of the com- 
pany, but with the specific understanding that no publicity would be 

” See pp. 667 ff.
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: given to such discussions and that they would not be regarded ascom- 

mitting either his Government or himself to any action whatever. 

The Minister repeated that he is always at the Department’s disposal 

| to discuss the case and to explore the possibility of agreeing upon a 

formula. He indicated that such a formula would include compensa- 

tion to the company, reciprocal release of all claims and counter- 
claims, and the exclusion of all juridical phases of the case. The 
Minister promised to send Mr. Duggan a copy of the proposal that 
was under discussion in La Paz when the Minister returned there after 
the Lima Conference. Mr. Duggan promised to go over this proposal 
and to get in touch with the Minister within the next few days for a . 

further discussion. . | 
A possible procedure might be to redraft the proposed agreement 

| — dated May 26, 1939,3! which is the subject of Mr. Hackworth’s* memo- 
randum of the same date, in the light of the material which the 

. Bolivian Minister is to furnish. The situation then could be explained 

| to representatives of the company, and the Department might formally _ 
submit to the Bolivian Minister a proposal which he could transmit 
to his Government. In submitting this proposal it probably would be 
necessary for the Department to state that it had carefully examined 
the terms of the proposal and that they appeared to offer the basis for 
a possible satisfactory settlement of the case. ) | 

824.6368 St 2/394 

Memorandum of Conversation, by the Under Secretary of State — 
. (Welles) | 7 

[Wasuineron,] June 15, 1939. 

The Bolivian Minister called to see me this afternoon at my request. _ 
_ I told the Minister that no one could recognize and appreciate more 

| fully than I the repeated and effective efforts he had made during the 
past year to find a fair and satisfactory solution of the difficulties 

which had arisen by reason of the cancellation by the Bolivian Govern- 
ment of the concessions of the Standard Oil Company of Bolivia. I 
told the Minister that I regretted deeply the fact that because of cir- 

cumstances entirely beyond his control no basis for agreement had as 
yet been found, and that I feared that if no agreement were reached 
in the reasonably near future a very unfortunate situation would be 
created here in this country which inevitably would be prejudicial 

to the very friendly relations between the two countries which had 
existed over a period of so many years. I reminded him of the con- 
versation which we had had in this regard a year ago and of our 

* Not printed. 
2 Yegal Adviser.
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agreement at that time that every effort should be made to avert the 
creation of a strong prejudice on the part of public opinion in this 

| country against Bolivia because of the apparent willingness of the 
Bolivian Government to take over properties legitimately belonging 
to American nationals without undertaking to make full and equitable __ 
compensation therefor. I said that we had both agreed that a situation 
of this kind would undermine confidence in the United States with 
regard to Bolivia and would prevent American cooperation and | 
investment in the development of Bolivian natural resources, in which 7 
the Bolivian Government was so greatly interested. | 

I said it seemed to me that the time had now come when a further 
and a concerted effort should be made to find a basis for an agree- 

- ment which would settle this controversy in a manner satisfactory to 
both sides to the dispute. I told the Minister that with this object in 
mind various conversations had been held, as he knew, in the Depart- 
ment of State with a view to furthering a solution. I said that I was 
now prepared to hand hin, not officially as on behalf of this Govern- 
ment but unofficially as an evidence of the friendly interest which this 
Government had in paving the way for a solution, the draft of a sug- 
gested agreement which I earnestly hoped would provide the basis for 
the conclusion of a satisfactory negotiation between the company and 
his Government. Before doing this, however, I said to the Minister | 
that I wanted to ask him a frank question, and that was whether in 
his opinion this was a propitious moment for these suggestions to be 
conveyed to the Government of Bolivia. I did not wish, I said, to 

take this step at this time if the Minister felt that no concrete results , 

would be derived therefrom. —_ 
The Minister immediately replied that he thought the moment was 

in fact highly propitious. He said that, in the first place, since there 
was no Congress now in existence in Bolivia, the Bolivian Executive 
would determine a question of this kind without having to obtain the | 
consent of the leaders of the various parties, which consent for politi- 
cal reasons might not be forthcoming. The Minister also said that 
another very favorable development was the fact that the new Foreign 
Minister, Sefior Ostria Gutierrez, was an intimate friend of his and 

- ga man in whose integrity and energy he had entire confidence. He 
said that by chance only a day or so ago he had received a letter 
from the new Minister just before he left his present post for La Paz, 
in which he requested the Minister here to give him a full account of 
all pending matters between this Government and that of Bolivia 
“beginning first of all with the Standard Oil matter.” ‘The Minister 
assured me that the new Minister for Foreign Affairs shared his own 
point of view completely and that I could be certain that anything 
that he, the Minister, recommended would be supported with energy 
and ability by his Minister for Foreign Affairs. | 

2938005722
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| I thereupon handed the suggested basis for agreement to the 

Minister, who told me that he would immediately study it carefully _ 
and give me any suggestions that occurred to him before sending it | 

| on to his Minister for Foreign Affairs. The Minister said that the — 
new Minister for Foreign Affairs would not arrive in La Paz until 
about July 1, and that consequently this would give him time to send 

| _ a long and detailed recommendation, to be transmitted in draft. —_- 

| BS ee S[umner] W[ELLEs] 

, 824.6863 St 2/394 , z | | | 

/ ss The Under Secretary of State (Welles) to the Bolivian | 
a Minister (Guachalla) ; 

Drarr Prorosep AcreemMent BETWEEN THE BoniviaN GOVERNMENT 
AND THE STANDARD Or, Company oF Bortvia * 

Wuereas differences have arisen between the Bolivian Govern- 

| ment and the Standard Oil Company of Bolivia growing out of the - 

- cancellation on March 13, 19387, by the Government of the conces- — 

sion contract dated July 27, 1922, under which the company was 
operating in Bolivia, and the losses sustained by the company in con- 

| sequence thereof; and | | | ) 
| Wuereas the parties desire to put an end to these differences ; 

| 1. The Government of Bolivia, duly represented by......... 
. .. , and the Standard Oil Company of Bolivia, duly represented by 

. we eee eceeeesy freely agree in approving the present terms of 
settlement. : | | 

2. By the present agreement the Government of Bolivia recognizes | 
that the Standard Oil Company of Bolivia should in equity be paid 
full compensation for its property, rights and interests as of March 
12, 1937, and for its expenses incurred in establishing the petroleum 
industry in Bolivia. The amount and terms of payment of such com- | 
pensation shall be determined as provided for in paragraph 4 of this 

agreement. 

| 3. On its part, the Standard Oil Company of Bolivia, upon the 
payment to it of the amount of compensation referred to in para- 
graph 2, will recognize as the definitive property of the Bolivian State 
the right to exploit the petroleum deposits legally conceded by the 
contract of March 2, 1920, as modified by the contract of July 27, 

3 Infra. 
*In transmitting a copy of this draft proposal to the Minister in Bolivia with 

instruction No. 159, June 29, the Under Secretary of State stated that the 
Department had been informed by representatives of the Standard Oil Com- 
pany that the terms of the suggested agreement were acceptable to that company.
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1922, as well as other property, rights and interests acquired by the | 
- company in connection therewith. | , | | 

| 4, In order to fix the equitable compensation to be paid the com- 
pany by the Bolivian Government, there shall be established a board 
consisting of three members, one to be designated by each party with- 
in thirty days following the signature of this agreement, and the 

_ third member to be a geologist or petroleum engineer of outstanding | 
ability, who shall preside and who shall not be a national of either 

, Bolivia or the United States. The third member shall be selected | 
by mutual agreement between the parties; provided, however, that | 
if the parties shall fail to agree upon the selection of the third mem- 
ber within thirty days from the date of the signature of this agree- 
ment, the selection shall be left to the President of the Geological 
Society of London, referred to in Article 17 of the concession con- 
tract between the Government and the company, dated July 27, 1922, 
who shall make the selection within thirty days from the date upon . 
which either the Government of Bolivia or the company shall notify 

: him of their disagreement.. The procedure of the board shall be as 
follows: OO | 7 

(a) Within sixty days from the date of the selection of the third 
member the board shall convene at Buenos Aires or at. such other place 
as it may find appropriate and shall within an additional period of | 
120 days make a Pain and impartial determination of the amount of 
compensation which in equity should be paid to the company for its 
property, rights and interests in Bolivia as of March 12, 1937, and 
for its expenses in establishing the petroleum industry in Bolivia. 
It is the intention of the parties to this agreement that the board shall 
not consider or question the validity of the company’s concession | 
contract or the validity of the Government’s cancellation decree of 
March 13, 1937. | | 

(6) Each party shall submit to the board within ninety days from 
the date of signature of this agreement a complete statement of its ) 
estimate regarding the amount of the compensation referred to, in- 
cluding the evidence relied upon in reaching such estimate. No 
further statement or evidence shall be submitted by either party 
unless requested by the board; and any such request made by the 
board for additional statements or evidence shall be communicated 
to both parties and each shall have an opportunity to respond to 
the request ; . 

(c) Each party shall pay the honorarium and expenses of the mem- 
ber of the board designated by it and shall bear its own expenses. 
The expenses of the tribunal, including the honorarium of the third 
member, shall be borne in equal moieties by the two parties; 

(d) The decision of the board shall be by majority vote and shall 
be accepted by both parties as final and binding; 

(¢) he Bolivian Government shall, within ..... months from 
the date of the decision of the board, pay to the company in cash, in 
United States currency or its equivalent in sound free exchange cur- 

- rency, the total amount determined by the board to be proper com- 
pensation. , | |



334 _ FOREIGN RELATIONS, 1939, VOLUME V | 

_ §. The Government of Bolivia and the Standard Oil Company of 
Bolivia declare that, upon the payment of the amount referred toin 

paragraph 4(e), no issue will remain pending between them and that 
there will be no occasion, on the one or the other part, for any subse- 
quent claims or counter-claims of whatsoever character, since the ful- 
fillment of the present agreement, which has been freely entered into, 

| shall be regarded as having terminated satisfactorily and amicably 
the controversy raised by the Decree of March 13, 1937. If all the 
terms of this agreement are not duly fulfilled by either party, it is 

| understood that the status quo ante as of the date of this agreement 
shall be deemed restored at the option of the aggrieved party. 

6. In faith of which, etc. etc. a | oo 

, (Place and date of signature) _ | | a 

824.6368 St 2/8874 | a | | 
Memorandum of Conversation, by the Chief of the Division of the 

| | American Republics (Duggan) | : 

a | Oo [Wasuineton,] June 26, 19389. 

, During the course of a conversation regarding other matters, the 
Minister handed me the attached memorandum * regarding the for- | 
mula presented to him for study for a settlement of the differences 
between the Standard Oil Company of Bolivia and the Bolivian 

Government. a a 
The Minister stated that he appreciated that the Department had 

presented the formula using as far as possible the drafted agreement 
which had been drawn up in Bolivia in February of this year. Since 
then has occurred the decision of the Supreme Court which, therefore, 
would require on the part of his government a somewhat different , 
approach. On the basis of what he knows of his government’s posi- 
tion, he thought that the only formula that would hold promise of 
acceptance had to be one which was based upon determination by a 
board of the amounts due, not only by his government to the company, 
but by the company to the government. He recognized that this would 
be extremely difficult for the company to accept, but stated his very 
firm conviction that his government would never agree to any formula 
that contained in it a statement that the government owed the company 
an amount for compensation for the company’s properties. The 
Supreme Court decision of March 15 now made it impossible for the 
government to admit that it possessed any legal obligation to pay 
compensation to the company. He felt that his government would be 
willing in a public document to recognize that in equity the company 
should receive a payment, but he insisted that his government would 

= Infra. |
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| require that the document recognize that it had certain claims against 
_. the company and that the board should determine the amounts due the 

government under these claims. : | Oe 
- The Minister stated that he had no suggestions for redrafting, 
although he would suggest a change in the preamble in order to bring | 
in the thought of mutual payments in equity, the omission of para- | 
graphs two and three, the redrafting of paragraph four to give author- 

| ity to the board to make an examination of the government’s claims | 

against the company in order to determine the amount due, and a 
redraft of the last paragraph to put it on a bilateral basis, that is, to | 

| make it apply to payments from the company to the government as. 
well as from the government to the company. eT 

The Minister stated that he would not be back in town until Monday, 
July 3, and that he would telephone me-on that day merely to inquire 

_ whether the Department. wished to consult further with him. He 
7 stated that he had not yet transmitted to his government the draft 
| -handed him by Mr. Welles, and that he did not intend even to inform | 

| his government that he was carrying on exploratory discussions until 
these discussions had advanced somewhat further. 

824.6363 St 2/3873 oo: - | | 

Memorandum by the Bolivian Minister (Guachalla)* | | 

| | _ [Translation] | | | 

| Marernau Nores To THe FormuLaA Or AGREEMENT BETWEEN THE 
Boitvian GOVERNMENT AND THE STANDARD Ox, Company or Borivia 

I. Although the proposed formula declares that it is the intention 
of the Parties that the Commission shall not consider or question the 
validity of the concession contract of the Company or the validity of 

| the cancelation decree of the Government, it cannot, logically, dis- 
associate itself from the legal surroundings in which the question has 
been placed by virtue of the criminal proceedings started in October 
of 1935. | 7 
We are faced by a post judgment transaction which makes impossi- 

ble a certain elasticity appropriate in any ante judgment transaction 
like that suggested to the Company without success last February. 
Hence it follows that the Government of Bolivia cannot disassociate 
itself from the bases which the decision of last March 8 and its supple- 
ment of the 15th of the same month enunciate. It is not the desire of 
the Bolivian executive power to depreciate the judgment of the 
Supreme Court. _ os | 

* Handed by the Bolivian Minister to the Chief of the Division of the Amert- 
can Republics June 26. See memorandum of conversation, supra. .
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| . IE.. One gathers the following conclusions from the said decision: | 

(a) the transfer of concessions in 1921 from Richmond Levering _ 
| to the Standard Oil Company of Bolivia was illegal since it was made | 

without the previous authorization ofthe Government. Co 
(6) the appointment of representatives of the Company, in violation 

of its own statutes, was irregular, annulling their legal capacity to 
appear before the courts; Co BE 
(c) in consequence, its representatives lack legal personality, the _ 

claims begun by them being not in accordance with the law and inad- © 
--missible. a ee 

7 | III. This decision, the legal resolution of March 15 says, brings 
| about a situation which means a judgment not subject to review; this __ 

— is, a juridic situation which cannot be amended by other tribunals of 
: _ the Republic nor by the decision of another power of the State, through _ 

anew processorlegalproceeding, = = = = 8 Ce 
oe ‘The lawsuit being closed in this way, it should be noted that a 

| decision has not been pronounced on the basis of the actioncommenced 
by the company since it was contrary to the law of litigations in view _ 

| of the lack of legal personality of its representatives. Thissituation 
| permits the study of some formula of convention which does not imply 
: review, even indirect, of the suit nor of its consequences: the definitive 

possession of the concessions by the State. 7 | 
| _ IV. It should be borne in mind that the case of the Standard Oil | 

Company in Bolivia is penal and not one of expropriation, a basic 
_ factor which prevents the acknowledgment of a payment which signi- 

fies indemnification. However, a formula in equity may solve the 
divergency, provided that it, as its essence indicates, contemplates the 

| position of both Parties or their mutual complaints. Thus it is equita- 
ble to speak of a payment in favor of the Company if there is later 
given occasion to appraise the amount of the countercharge alleged by 

| the Government before the Supreme Court. 7 ee 
_ V. The prior considerations pointed out above should, without | 
doubt, suggest several modifications to the proposal. In summary, | | 
they would include: | | a 

(a) the definitive ownership of the concessions by the State results 
from a definite legal sentence; it cannot be inferred from an acquies- 
cence of the Company ; SO | : 

(6) the agreement is based on an idea of equity ; then, if the Govern- 
ment of Bolivia consents to recognize a payment in favor of the Com- 
pany, in return it is necessary and just that the Company agrees to 
recognize, in favor of the Government, another payment, both in prin- 
cipal, which would have as a basis the idea of reparation for damages 
and injuries; | 

(c) the valuing commission will be, then, called upon to study the 
claims of the two Parties and its judgment will have as its object to 
establish on whom it is incumbent to pay the balance owed which 

| results from this double valuation; :
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| (d) given the character of a post judgment arrangement and its lack 

of connection with legal aspects, it appears more appropriate to avoid : 

_ references to “recognition” of an obligation to compensation. Perhaps 

it would be preferable to begin the formula with the organization of 

the commission of experts before which the two Parties agree to resent 

their claims of a pecuniary nature, accepting, in advance, the decision 

which it gives. : | 

824.6868 St 2/407 a | | 

Memorandum of Conversation, by the Chief of the Division of the — 

| — American Republics (Duggan) | , 

| | - [Wasutneton,] August 14, 1939. | 

| The Minister *” informed me that the latest information he had was 

~ to the effect that Sefior and Sefiora Foianini would pass through Wash- | 

ington en route to New York Thursday at 4 a. m. by plane. The Min- | 

‘ister said that he did not know when they would return from New York 

and that he did not have any further information with respect to their 

plans. a | Be | 

| L told the Minister that since his conversation with me on June26in | 

which he commented on the proposed agreement for the settlement of | 

the Standard Oil controversy the Department had been studying con- 

tinuously and carefully a revision of the agreement that would take 

into account his views. ‘There had been several new drafts prepared 

and discussed with representatives of the Standard Oil Company. In 

the beginning the company was most reluctant to consider the inclu-_ 

sion in the agreement of a provision authorizing the tribunal to pass 

upon the question of the amount of taxes due the Government from 

the company over and above those that had already been paid. By. 

dint of insistent effort the company had finally been persuaded to accept 

a formula that would submit to the tribunal this question. - a 

I thereupon handed to the Minister a copy of a new draft ** provid- 

ing for the submission to a tribunal of three persons two questions— 

(1) the value in United States dollars of the property of the company 

in Bolivia on March 12, 1937, and (2) the amount of taxes, if any, over 

and above those paid by the company, due the Government from the | 

company. I told the Minister that I knew he was as desirous of a 

prompt settlement of this controversy as was the Department. The 

company’s agreement had only been obtained after long discussions 

and after the submission and counter-submission of many drafts. I | 

urged therefore that the Bolivian Government give the most careful 

consideration to the new draft, suggesting only such changes as seemed 

se. the Bolivian Minister. 
* The enclosure, p. 338. .
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absolutely necessary to meet the Bolivian point of view. Inparticular 
- I urged that no changes in language, unless absolutely essential, be sug: | 

gested with regard to paragraph 2 (5), since the language relating to. 
| that section had been worked out only after a great deal of effort. I 

said that I considered the company’s acquiescence so precarious that — 
any material change in the language might result in the company’s 

| reconsidering its whole position. 
The Minister assured me that he would study the new draft first of | 

all to determine whether the Government could agree to it in principle. 
If he thought that it could he would keep to a minimum any suggestion | 

| to his Government for modifications of language. He again expressed 
his belief that the Minister of Mines would not be coming to the United 

| States unless he had decided to come to some agreement on this prob- 
| lem. He hoped a settlement along the lines under discussion would 

-Ineet with the Minister’s favor, but of course he would not know until 
oo he had discussed the proposal with the Minister, who so far was not 

informed as to the informal discussions that had taken place in Wash- 
: ington. Dr. Guachalla reminded me that he had not wished to bring 

anything to the Minister’s attention until it was in a form which he 
himself could support and recommend. ne 
The Minister told me that he was returning to Washington on 'Thurs- 

_ day and that he would probably come in to discuss the new draft. 
ae oO | | - Laurence Duacan | 

| oo oe _ [Enclosure] a . 
Draft by the Department of State of Proposed Agreement Between 
the Bolivian Government and the Standard Oil Company of 
Bolivia mS So a 

: Wueneas differences have arisen between the Bolivian Government 
and the Standard Oil Company of Bolivia growing out of the cancel- 
lation on March 18, 1937 by the Government of the concession contract 
dated July 27, 1922, under which the Company was operating in 
Bolivia; and | _ 
Wuereas the Government of Bolivia alleges that the Company has 

failed to pay certain taxes due to the Government as set out in the 
preamble of the Decree of March 13, 1937; and, 
Wuereas the parties desire to put an end to these differences: 
The Government of Bolivia, duly represented by ........... ; 

| and the Standard Oil Company of Bolivia, duly represented by 
| cee ee ees y freely agree to the following terms of settle- 

ment : | 

1. There shall be established a Tribunal consisting of three mem- 
bers, one, who must be either an engineer or geologist, to be designated 

| _ by each party within thirty days following the signature of this agree-



| BOLIVIA > | 339 

ment, and the third member, who shall preside and who shall not be a 
national of either Bolivia or the United States. The third member 
shall be selected by mutual agreement between the parties; provided, 
however, that if the parties shall fail to agree upon the selection of the 

| third member within thirty days from the date of the signature of this | 
agreement, the selection shall be left to the President of the Geological 
Society of London, referred to in Article 17 of the concession contract _ 
between the Government and the Company, dated July 27, 1922, who a 
shall make the selection within thirty days from the date upon which 7 
either the Government or the Company shall notify him of their 
disagreement. | | a | 

2. The questions to be submitted to the Tribunal are as follows: © 

(a) What amount in United States dollars may in equity be due 
_ the Company for its property, rights and interests in Bolivia based 
upon their value as of March 12, 1937, which amount with interest, it - 
is agreed, shall be paid by the Government tothe Company; _— 

(6) What amount of taxes may be due the Government by the Com- | 
pany on account of the claims of the Government against the Com- | 
pany as set forth in the preamble to the Decree of March 138, 1937, | 

-which amount, with interest, it is agreed, shall be paid by the Com- 
pany to the Government. , | 

3. It is the intention of the parties to this agreement that the . 
Tribunal shall not consider or question the validity, under the law of a 
Bolivia, of the Company’s concession contract or of the Government’s 
cancellation decree of March 13, 1937. | | 

4, The procedure of the Tribunal shall be as follows: | 

(a) Within sixty days from the date of the selection of the third | 
member, the Tribunal shall convene at Buenos Aires or at such other 
place as it may find appropriate and shall within an additional period | 
of one hundred twenty days make a fair and impartial determination. 
of the amounts to be paid, as above stated. _ _ | 

_ (6) Each party shall submit to the Tribunal within ninety days 
from the date of signature of this agreement a complete statement of | 
its case and the evidence relied upon in support thereof, at the same 
time furnishing a copy thereof to the other party. Within thirty 
days after the filing of the last of the two statements just mentioned, 
each party may submit to the Tribunal such written arguments and , 
additional evidence in rebuttal of the evidence submitted by the other 
party as it may desire to submit. No further statement or evidence : 
shall be submitted by either party unless requested by the Tribunal; 
and any such request made by the Tribunal for additional statements 
or evidence shall be communicated to both parties and each shall have 
an opportunity to respond to the request ; 

(a) Each party shall pay the honorarium and expenses of the mem- 
ber of the Tribunal designated by it and shall bear its own expenses. 
The expenses of the Tribunal, including the honorarium of the third 
member, shall be borne in equal moieties by the two parties; 

(@) The decision of the Tribunal shall be by majority vote and 
shall be accepted by both parties as final and binding;
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. _(e) The Government and the Company shall, within..... 
| - months from the date of the decision of the Tribunal, pay in cash, in 

_ _ United States currency or its equivalent in sound free exchange cur- 
- rency, the total amounts determined by the Tribunal to be proper and 

| equitable. oe a a 

| _ §. The Government of Bolivia and the Standard Oil Company of 

: Bolivia declare that, upon the payment of the amounts referred to in | 
| _ paragraph 4(e), no issue will remain pending between them and that 

there will be no occasion, on the one or the other part, for any subse- 
- quent claims or counter-claims of whatsoever character, since the ful- 

 filment of the present agreement, which has been freely entered into, 
_. ghall be regarded as having terminated satisfactorily and amicably | 

the controversy raised by the Decree of March 13, 1937. If all the 
terms of this agreement are not duly fulfilled by either party, it is 
understood that the status quo ante as of the date of this agreement 

— shall be deemed restored at the option of the aggrieved party. 

— In faith of which, ete. | a 

| [Place and date of signature] *° | | | 

oe | 824.6363 St 2/4118 , | 
| | Memorandum of Conversation, by the Chief of the Division of the © | 
oe BO American Republics (Duggan) | | 

Oo | | [Extract] : | 

| oo 7 | | [Wasuineton,] August 17, 1939. 

_ The Minister ® then referred to the draft of agreement concern- 
- Ing the Standard Oil controversy “1 which I had handed him last 

| Monday. Dr. Guachalla stated that he had studied it carefully in the 
light of his instructions and that he considered that the draft in 

- general was in conformity with principles which his Government 
might accept. The Minister stated, however, that there were two 
important modifications which he would have to have introduced 
into the draft before recommending it to his Government. The Min- 
ister thereupon presented me with the attached informal memoran- 
dum of four points, of which only two are important. | 
With regard to the second point in the memorandum, I made no 

| comment other than to state that of course it would be immediately 
studied. The Minister here brings up the problem which has been 
so troublesome in connection with Mexico, namely, that of sub-soil 
rights. | 

® Brackets appear in the original. | 
“i. e., the Bolivian Minister. 
“ Supra.
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‘With regard to the third point in the memorandum, the Minister 

informed me that the “demanda reconvencional” of 1987 listed five 

or six complaints of the Government against the company all of 

which, if proved, would result in the company owing the Govern- 

ment additional sums of money. The question of taxes “patentes” | 

was only one of these complaints. The Minister explained that in - 

Spanish the word “patentes” had a very specific connotation covering, 

in law, only surface taxes. If the intention in the draft was to indi- 

cate all taxes that might be due, the word to be used should be “im- 

puestos.” I informed the Minister that the intention of the Depart- 

ment was to include all sums that might be due by the company to 

the Government on account of the Government’s complaints. | 

I told the Minister that an endeavor would be made to straighten 

out the points that he had brought up. _ | 

824.6863 St 2/424 as | - | 

Memorandum of Conversation, by the Chief of the Division of the So 

American Republics (Duggan) , | 

[Extracts] = Bee 

[Wasxuineron,] October 25, 1939. 

The Bolivian Minister called to review briefly the discussions 

carried on in Panama between the Foreign Minister and Mr. Welles.# 

The Minister then referred to the controversy with the Standard 

Oil Company. He thanked me for the résumé sent him of a recent 

letter from the Standard Oil Company commenting upon the Min- . 

ister’s observations. Dr. Guachalla stated that he was of the opinion | 

that his Government, while possibly willing to submit to the Arbitral 

Board the question as to whether the subsoil resources should be taken 

into account in calculating the value of the company’s interests, would 

not accept the words “property rights and interests” in the present 

draft, From the Government’s point of view, the acceptance of this 

language would imply an admission of the validity of the concession 

contract, which of course the Government was not prepared to do, 

particularly in view of the recent Supreme Court decision. Never- 

theless the Minister stated that there was a principle of Bolivian law 

called Zucro cesante embodied in both the Civil and the Commercial 

Codes, which acknowledges that prospective profits be taken into 

account in calculating damages and compensation. In view of this 

accepted principle of Bolivian law, the Minister thought that it 

should be possible to find language more acceptable to his Government 

“Sumner Welles, Under Secretary of State, was United States Delegate to 

the Panama Meeting of Foreign Ministers; see pp. 15 ff.
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_ to replace the words “property rights and interests”. I told the Min- 
_ ister I was very interested in the principle of Bolivian law he men- 

tioned and would appreciate his submitting any redrafts which he 
, thought would be acceptable to his Government. The Minister said he 

oo would try his hand and hoped to send the new language on this point — 
) within the next few days. | : 
ee The Minister stated that he had decided not to submit his formal 

_ report to his Government on the present status of the controversy until 
there had been further exploration on the point he had elaborated. __ 
He will, however, send a personal letter to the Foreign Minister out- 

| lining the situation as he sees it, and indicating that a formal report 
will be sent within the near future. 7 , | 

| 824.6368 St 2/420 oe an ae | 
Memorandum of Conversation, by the Chief of the Division of the. 

_ | American Republics (Duggan) : 

Oo a _.. [Wasrrneron,] November 3, 1939. 
_ The Bolivian Minister called to discuss informally the formula for 

| solving the Standard Oil controversy. He reiterated his belief that 
. his Government would never accept the phrase in the draft proposal 

| “company’s property rights and interests”. He thought the phrase 
| would be like waving a red flag before a bull. 

| He said that he had been giving a great deal of thought to a re-draft 
| _ of the language and had two suggestions to offer : 
) (1) He thought that it would be much more satisfactory to his Gov- | ernment if the language read “the company’s properties and inter- 

| ests”. It was the reference to property rights which he thought would 
| be particularly distasteful to his Government. He thought that his 

Government might agree to the language suggested since it would not 
open up the question of the company’s rights, the existence of which 
the Government would be compelled to deny. | 

(2) The Minister reminded me that the Company in its demanda*® 
against the Government had included a second section in which it 
requested compensation for its properties and set forth in detail the 
value .of its properties. Tn its reply to this demanda, the Govern- 
ment had listed its pecuniary claims against the Com any on account 
of taxes and for other reasons. The Minister wondered whether it 
might not be possible to re-draft the proposal so as to give the arbitral 
board the duty of determining the amounts due by the Government 
to the Company and by the Company to the Government on the basis of the claims made in the Company’s demanda and in the Government’s 

“ Standard Oil Company’s demanda referred to herein was transmitted to the Department in Spanish with despatch No. 188 of April 5, 1938, from Bolivia, not printed (824.6363 St 2/248). | 
Marginal notation opposite this sentence by Mr. Andrew EK. Donovan of the Division of the American Republics: “The Minister now Says he was mistaken.
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reply. He thought that language might be evolved which could omit 

any reference to the “company’s property rights and interests” by 

| merely referring to the Company’s claim as set forth in the demanda. 

I said to the Minister that this was a very interesting suggestion, - 

that I did not remember with sufficient precision those sections of the : 

demanda and the reply to give him even an offhand indication, but | 

that I would look into the matter at once. | | 

I agreed to make a re-draft of the section in question, if the Min- | 

ister’s suggestion seemed feasible and to get in touch with him as soon — ; 

| as this draft was ready. The Minister said that he would likewise 

| prepare specific language and would be available at any time. = | 

«824.6868 St 2/428 Oo Oo ; a | 

Memorandum by Mr. Richard W. Flournoy, Assistant to the Legal — 
se oe Adviser 

| | an | o | wpe. | [Wasuineron,] November 29, 1939. 

Case oF THE STANDARD. Om. Company or Bottvia | | 

‘With reference to my attached memorandum of November 27 “4 
concerning the conference on November 25 with Messrs. Armstrong — | 

and Borchard,** and to my discussion of this morning with Mr. Hack- 

worth, I have prepared the attached redraft of the proposed agreement | 

between the Bolivian Government and the Standard Oil Company of 

Bolivia. Section 2(a) has been changed in accordance with the for- 

mula submitted by Mr. Armstrong after the conference on November ae 

25. Also, in pursuance of the suggestions of Mr. Armstrong and Mr. a 

: Borchard, a new paragraph (3) has been inserted after paragraph 2. 

However, the formula for paragraph 3 proposed by Mr. Armstrong 

has been changed in accordance with the suggestions contained in the 

attached memorandum of November 27. | | | 

Presumably, if the attached redraft of an agreement is finally 

approved by the Department, a copy of it will be sent to Mr. Arm- 

strong, for his information and any further suggestions that he may : 

wish to make, before it is presented to the Bolivian Minister. 

| , - [Annex] a _ | 

Proposed Agréement Between the Bolivian Government and the 
Standard Oil Company of Bolivia 

Wuenreas differences have arisen between the Bolivian Government 

and the Standard Oil Company of Bolivia growing out of the can- 

“ Not printed. | 
* BWdwin M. Borchard, counsel for the Standard Oil Company. |
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| cellation on March 18, 1937 by the Government of the concession con- 
- tract dated July 27, 1922, under which the Company was operating — 

| in Bolivia;and | | , So | 
. ..Waumrgas the Government of Bolivia alleges that the Company has _ 

| _. failed to pay certain taxes due to the Government as set out in the pre- 
amble of the Decree of March 13, 1937; (this may have to be changed _ 

- _ to eliminate reference to the Decree to make the scope of the tax claims 
| broader) and, = re | 

| _ Wuereas the parties desire to put an end to these differences: | 
- The Government of Bolivia, duly represented by ..........04, 

| _ and the Standard Oil Company of Bolivia, represented by ..... . 
ee eo ey freely agree to the following terms of settlement: - - 

, / 1. There shall be established a Commission consisting of three mem- ; 
bers, two of whom must be either engineers or geologists, one to be 

| designated by each party within thirty days following the signature 
. | of this agreement, and the third member, who shall preside and who 

| shall not be a national of either Bolivia or the United States. The — 
mo third member shall be a jurist of outstanding ability. He shall be — 
a selected by mutual agreement between the parties; provided, however, _ 
- | that if the parties shall fail to agree upon the selection of the third 
mo _ member within thirty days from the date of the signature of this agree- _ 

| ment,. the selection shall be left to the President of the Geological 
_ Society of London, referred to in Article 17 of the concession contract 
__ between the Government and the Company, dated July 27, 1922, who 

- shall make the selection within thirty days from the date upon which 
: either the Government or the Company shall notify him of their dis- 
cs, agreement. yO oo | - | 

| | 2. The only questions to be submitted to the Commission are as 
follows: | | 7 

(a) What was the value in the United States dollars of the rights 
_ and interests of the Company in Bolivia under its concession contract 

of July 27, 1922, and of its properties connected therewith, immediately 
prior to March 18, 1937? 

(6) What amount of taxes, if any, over and above those paid by the 
Company, is due the Government from the Company. 

3. It is the intention of the parties that the Commission shall not 
question or consider the validity of the concession contract of July 27, 
1922 or of the cancellation decree of March 13, 1937. 

In determining the question under paragraph 2 (a) hereof the 
Commission will take into account the right granted to the Company 
under its contract to extract oil from the area covered by the con- 
tract and to transport, refineandsellthesame. __ 

4, The procedure of the Commission shall be as follows: 
(a) Within sixty days from the date of the selection of the third 

member, the Commission shall convene at Buenos Aires or at such
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other place as it may find appropriate and shall within an additional 
period of one hundred fifty days make a fair and impartial determi- 
nation of the questions submitted under2 (a) and(d); __ | 

(b) Each party shall submit to the Commission and to the other 

party within ninety days from the date of signature of this agree- 

ment a complete written statement of its case, together with such evi- | 

dence as it may see fit to submit; Provided that, if the Commission 

does not convene within the said period of ninety days, the submission 

of the statements shall be made within thirty days after thedatewhen | 
| it convenes. : | : | : 

Within sixty days after the filing of the last of the two statements - 

just mentioned, each party may submit to the Commission such writ- — | 

ten arguments and additional evidence in rebuttal of the arguments | 

and evidence submitted by the other party as it may desire to submit. _ | 

No further argument or evidence shall be submitted by either party OO 

unless requested by the Commission, and any request made by the | 

Commission for additional written or oral statements or evidence 

shall be communicated to both parties and each shall have an oppor- 

| tunity to respond to the request; os | , 

(c) Each party shall pay the honorarium and expenses of the mem- | 

ber of the Commission designated by it and shall bear its own expenses. 

The expenses of the Commission, including the honorarium of the . 

third member, shall be borne in equal moieties by the two parties; 

(ad) The decision of the Commission shall be by majority vote and 

shall be accepted by both parties as finalandbinding.. oo 

5. The Government agrees that the amount determined under 2 (a) : 

_ ghall be paid to the Company with interest at the rate of 6 percent 

from March 13, 1987, within twelve months from the date of the deci- _ | 

sion of the Tribunal, in cash, in United States currency or its equiva- 

lent in sound free exchange currency. The Company agrees that it 

will pay with interest to the Government, in Bolivianos within twelve 

months any such taxes as may be found due under 2 (6), with interest - 

at the same rate, from the date when such taxes became due. There- 

after no issue will remain pending between them and there will be no 

occasion, on the one or the other part, for any subsequent claims or 

counter-claims of whatsoever character, since the fulfilment of the 

present agreement, which has been freely entered into, shall be re- 

garded as having terminated satisfactorily and amicably the existing . 

differences between the Government and the Company. If all the 

terms of this agreement are not duly fulfilled by either party, it is . 

understood that the status quo ante as of the date of this agreement 

shall be deemed restored at the option of the aggrieved party. _ 

In faith of which, et cetera. : 

(Place and date of signature)
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| 824.6863 St 2/429 | 

| The Chief of the Division of the American Republics (Duggan) to the | 
Counsel for the Standard Oil Company of New Jersey (Edwin 
Borchard) | | : | | 

| | _.. Wasuineton, December 15, 1989. 
oO | My Dear Dr. Borcuarp: Mr. Flournoy has called my attention to 

your letter addressed to him on November 29, 1939 4* concerning the 
, | case of the Standard Oil Company of Bolivia. — a 

Tenclose a draft of a proposed agreement *” between the Standard 
: Oil Company of Bolivia and the Bolivian Government to settle the 

differences arising out of the decree of March 13, 1937 canceling the 
Company’s concession contract. In a conference on December 8 last 

swith the Bolivian Minister he was informed concerning this draft, 
_ Articles 2 and 3 of which were read to him. The phraseology of 

subdivision (a) of Article 2 would seem to meet the objections men- 
: tioned in the first two paragraphs of your letter. While the Bolivian 
- Minister seemed to find no objection to the phraseology of subdivision 
fo (c), he expressed the opinion that, in order to meet the desires of his 

( Government, it would be necessary to include in the agreement a | 
) provision under which the Commission would be required to con- : 

sider a counter-claim of the Government against the Company, not 
only for the taxes referred to in subdivision (6), but also for dam- 

: ages on account of the alleged non-performance by the Company of its 
: contract obligations. He also expressed the view that the agreement 

| should contain in this connection a reference to certain charges. made 
oo by the Bolivian Government against the Company in answering the 

suit of the latter to have the cancellation decree annulled, that is, the 
charges relating to the alleged violations by the Company of the con- 
cession contract. | | | | 

Whatever views may be entertained concerning the validity of 
the charges brought by the Bolivian Government against the Com- 
pany, it is difficult to see how it would be possible to deny the request 
of the Government to include in the proposed agreement provisions 
under which the Commission would be required to consider the Gov- 
ernment’s claims. Consideration will therefore be given to the ques- 

| tion of including in subdivision (b) of Article 2 of the draft agree- 
ment the words “and damages” immediately following the word 

. “taxes” in the first line, and adding at the end of Article 3 a para- 
graph reading somewhat as follows: 

“In determining the question under section 2 (6) the Commission : will take into account, in addition to the Government’s claims of 

“ Not printed. 
7 Supra.
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unpaid taxes, the Government’s claims against the company due to | 
nonfulfillment of its contract, as set forth in the Government’s 
counter-suit before the Supreme Court of Bolivia.” | | 

Before discussing this matter further with the Bolivian Minister, 
the Department would like to be informed whether the Company 
would agree to the draft agreement of November 29, 1939 with the 
additions suggested above. | | | 

Sincerely yours, LavRENCE Duacan | 

293800—57——-23 : :
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: ARRANGEMENTS FOR A GENERAL PROGRAM OF ECONOMIC 7 

COOPERATION BETWEEN THE UNITED STATES AND BRAZIL 

033.3211 Aranha, Oswaldo/5: Telegram . . | | 

| The Acting Secretary of State to the Chargé in Brazil (Scotten) : 

| | _ ‘Wasurneton, January 9, 1989—4 p. m. 
8. Your No. 7, January 7, noon. The President has sent today by 

| telegram ? to President Vargas an invitation to Aranha * to come to the | 
. United States as the guest of this Government as soon after the first 

of February as possible. Since it. will not be possible for the visit to. 
take place before the first of February, I doubt the wisdom of adopting | 
the suggestion contained in the second paragraph of your telegram. © 

I shall send to you by telegram within the next few days a list of 
| | the matters which we would like to discuss with Aranha when he | 

reaches Washington so that you may discuss these questions with him 
| and ascertain as well whether there are any additional points whichhe | 

will wish to take up. | | _ 7 

033.8211 Aranha, Oswaldo/®: Telegram / 

The Secretary of State to the Chargé in Brazil (Scotten) | 

WASHINGTON, January 16, 1939—8 p.m. _ 

12. In accordance with the request contained in the telegram sent _ 
the President by President Vargas,* and in accordance with my recent 
telegrams *® to you with regard to Aranha’s visit here, I am sending 

| you the suggested agenda for the discussions to take place in Wash- 
ington. You will see that the questions outlined fall into two general 
headings, those listed under heading “A” to be taken up with Aranha 

1Not printed; in this telegram Mr. Scotten had suggested that it might be 
desirable to have Mr. Aranha travel to the United States on a U. S. naval vessel 
in order to enhance the publicity attending his visit (033.3211 Aranha, Os- 

Mes ata of telegram of January 9, see Department of State, Press Releases, 
January 21, 1939, p. 38. 

* Oswaldo Aranha, Brazilian Minister for Foreign Affairs. 
‘For text of telegram of January 13, see Department of State, Press Releases, 

January 21, 1939, p. 38. 
* Not printed. 
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by the Department of State and those listed under heading “B” to be . 

taken up by Aranha directly with the Secretary of the Treasury. — | | 

_ A, (1) Consideration of the manner in which the Government of | 

| the United States may be able to cooperate with the Brazilian Govern- 

ment in such manner as the latter may desire in connection with the 

Brazilian program of national defense. These discussions may cover | 

points already raised by the Brazilian Government and such other . 

points as the Brazilian Government may desire to propose. a 

(2) Current trade. A review of trade relations in addition to | 

exchange matters. | a - an 

(3) Cooperation and the development of Brazilian resources and | 

complementary trade. The long-run possibilities in this field are sub- 

stantial. They would include: | | 

(a) the possibility of cooperation and assistance of agricultural | 

| —. experts; | | | 

(b) progress of the development of the hydrographic service by | 

°°“ American technicians; ==  —- .. ©. | 

(c) possible joint study of the status of the growth and develop- 

. ment of certain complementary products, such as rubber, a 

oiticica oil, manganese and hardwoods. ee 

(4) Shipping. - a ee a 
(5) Air mail; Pan American service and foreign competitors. _ 

(6) Radio programs. en oe 

(7) Refugee problems. ee | 

(8) Cooperation between Brazil and the United States with regard 

to expediting a pacific solution of the Peruvian-Ecuadoran boundary | 

dispute.® | | | | 

(9) The Brazilian debt situation (Federal, state and municipal).’ 

(10) The prospect of further investment of American private 

capital in Brazil and in that connection any specific problems that 

are current as regards the treatment of American enterprises in Brazil 

(legislative action affecting foreign banks, insurance companies,® 

public utilities). | 

B. Group I. Steps contemplated by the Brazilian Government to 

alleviate the existing exchange position. Specific action which this 

Government could take to assist the Brazilian Government in clearing | 

up the existing arrears. | 

Group II. Steps contemplated by the Brazilian Government to 

establish a Central Bank; an estimate of the amount of reserves in 

gold, foreign exchange or the equivalent which the Central Bank 

would require, either in the form of Central Bank reserves or a sta- 

* See pp. 141 ff. 
* See pp. 357 ff. | 
® See Foreign Relations, 1987, vol. v, pp. 360 ff. | 

* See pp. 379 ff. |
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- bilization fund. Methods by which the Brazilian Government plans 
| _ to create and maintain these reserves. Specific action which thisGov- _ 

ernment might take to help create immediate reserves or to assist in | | 
the gradual achievement of the desired objectives, including methods — 

| providing for continuing cooperation between the two treasuries. 
Group III. The long range development program of the Brazilian 

: Government. Estimate of amounts of foreign materials which will 
| be required to carry out this program. Estimate of the effect on the | 

Brazilian balance of payments position. Proposed methods of financ- 
ing purchases of foreign materials. It is understood that the contem- 
plated methods are those which would have the smallest immediate | 
impact on the external position of the milreis. Specific action which. 
this Government might take to facilitate the development of this 

} program. 4 | | 
| | In order for this Government to have a complete understanding of 

these problems, the balance of payments position for 1989 and ensuing 
years should be thoroughly discussed as well as the anticipated effects _ 

_ of the proposed measures on future years. | 
- _ This Government understands that in order to carry out the various 

| _ aspects of a comprehensive program, large amounts of money will | 
: have to be contributed locally. For example, a long-range develop- | 
: ment program will doubtless require large expenditures for local 

| materials and labor. It would be desirable to have information as 
- to the methods proposed by the Brazilian Government to finance both 

| the external and internal portions of the program because of their | 
: | joint effect on the budgetary and governmental indebtedness position 

of the Brazilian Government. | 
Please inform the Minister that this Government is looking forward 

with the greatest satisfaction to the opportunity which his visit will 
afford for the discussion of all problems in which the two Govern- 
ments have a common interest. If there are any further points beyond 
those above indicated, and which in Aranha’s opinion could be usefully 

| taken up during the time of his visit, please obtain such additional sug- 
| gestions from him and telegraph me accordingly. | 

038.8211 Aranha, Oswaldo/10: Telegram 

The Chargé in Brazil (Scotten) to the Secretary of State 

Rio pz Janeiro, January 17, 1939—3 p. m. 
[Received January 17—2: 35 p. m.] 

16. For the Under Secretary. Your 12, January 16,8 p.m. Aranha 
is highly pleased with the suggested agenda which he feels covers all 
Iatters to be discussed with the exception of immigration. He
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explained that the question of Japanese and other immigration into 
Brazil is a subject of mutual interest and he desires during the discus- 
sions to ascertain our views ... 

He is planning to proceed on the Vieww Amsterdam and his present 
plans are to take with him Joao Carlos Muniz, the chief of his Cabinet, 
and Sergio Lima E. Silva, a diplomatic secretary, who is a member of 
his staff. 

Scorren 

832.5151/1858 

Memorandum by the Assistant Chief of the Dwision of 
| | the American Republics (Briggs) 

[Wasuineton, | February 21, 1939. 

Discussions with Senhor Aranha have resolved the matter of eco- 
nomic cooperation between the United States and Brazil into three 
principal categories : 

| 1. The provision of credits to enable Brazil to clear up exchange 
arrears due American exporters. | 

2. The extension of a line of credit to assist the Banco do Brasil, or 
a central bank if one is established, in regularizing seasonal fluctua- | 
tions in the milreis exchange. Related to this is the whole question 
of the creation of a central bank. 

8. Cooperation in a broad plan for the development of Brazilian 
production. 

The first and the financial aspects of the third are questions which 
seem to fall naturally within the province of the Export-Import Bank 
and considerable preliminary discussion has already taken place with 
Mr. Jesse Jones. Little additional progress can be made, however, 
pending the resolution by Congress of the matter of the extension of 
the charter of the Bank. 

The second topic, on the other hand, falls clearly within the scope 
of the Treasury, and in this field discussions could profitably be re- 
sumed at once. I believe that it might be appropriate to suggest this 
course of action to the Secretary of the Treasury. 

Eris O. Briaes 

* Chairman of the Board of Directors, Reconstruction Finance Corporation.
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| 832.51/1406 | | | 

The Brazilian Minister for Foreign Affairs (Aranha) to the 
Secretary of State™ | 

[Translation] 

WasHINGTON, March 8, 1939. 
_ Mr. Secrerary or State: The Brazilian Government presents 
through Your Excellency, to your Government, its thanks for the 
courtesies which were extended to me and to my companions during 
my visit to your country. | 

Your Excellency may be assured that my grateful recollection of | 
the period during which I had the honor of being my country’s Ambas- | 
sador to the United States, and that the amity of my people towards 
the American people and the mutual confidence that exists between our 
two Governments, have been enhanced by the repercussion of the new 
and expressive demonstrations of cooperation and of friendship to- 
wards Brazil which we have witnessed during the course of this visit. | 

With a desire to foster continued mutually beneficial economic rela- 
tions between Brazil and the United States and to develop the national 
economy and natural resources of Brazil, the Government of Brazil, 
after due deliberation and the considered discussion of its authorized 
representatives with the authorized representatives of the Government : 
of the United States of America, is undertaking or intends to under- 
take in the near future the following policies and actions to attain the 
objectives mentioned : 

I 

It is the decision of the Government of Brazil to issue a decree-law 
freeing the exchange market for commercial transactions. This will 
ensure the provision of funds in payments for imports from the United 
States in accordance with the note of the Brazilian Ambassador to the 
Secretary of State of the United States of February 2, 1935.12 This 
measure will also facilitate the transfer of an equitable return upon 
investments made in Brazil by United States citizens under normal 
conditions in the Brazilian balance of international payments. The 
Brazilian Government will give further study to this matter. I believe 
that, as a result of the discussions between the authorized representa- 
tives of our respective governments during the course of my visit, a 
substantial accord has been reached as to the basis of these provisions 
and for the necessary cooperation between our institutions. 

“For a summary of the discussions between the Brazilian Minister for Foreign 
Affairs and American officials published as an introduction to the letters 
exchanged between them, see Department of State, Press Releases, March 11, 
1939, pp. 174-175. 

“4 Wxecutive Agreement Series No. 82, p. 34, or 49 Stat. 8808.
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| In order to proceed with this proposed facilitation of exchange __ 

transactions, the Government of Brazil finds it necessary to provide | 

dollar exchange to meet amounts now due American exporters. To 

make this provision, my Government has addressed a communication 

to the Export-Import Bank of Washington with a view to obtaining 

the extension of appropriate acceptance credits for this purpose by 
that organization. A copy of this communication is enclosed as 
Appendix A2® = On - | 

| The Government of Brazil has decided to create a Central Reserve 

Bank which will have the functions of regulating the internal and , 
external value of the milreis, and of controlling credit and the money | 
market. The Central Reserve Bank will endeavor to eliminate unusual _ 

fluctuations in the balance of international payments and those arising | 

7 from the irregular timing of in- and out-payments by a policy of 

adapting the balance of payments to normal exchange resources. To | 

this end a line of credit in American currency, intended exclusively for _ 

this purpose, would be desirable in order to ensure relative stability | 

in the value of the milreis within the policy described. A copy of a 

communication addressed by my Government to the Treasury Depart- | | 

ment regarding this matter is enclosed as Appendix B.* | 

. | - i - oo 

_ With particular view to the systematic economic development of the oe 

Brazilian nation, my Government, in its communication to the Export- 

Import Bank of Washington, a copy of which is enclosed as Appendix 

A, took up the question of obtaining longer term credits to finance 

Brazilian purchases of industrial goods in the United States, and the 

terms of repayment of such credits. These credits are believed to be 

necessary to the proper utilization within a reasonable period of the 

known resources of Brazil, for the benefit of the Brazilian people and 
the further stimulation of Brazilian-American trade. | 

IV 

The Government of Brazil is especially desirous of stimulating the 

systematic large-scale production of agricultural products native to 

Brazil or capable of successful introduction to Brazil which will com- 

plement production and find a market in the United States. The Gov- 

ernment of Brazil will, of course, appreciate the cooperation of the 

Government of the United States in the study and development of such 

products which may provide the United States with assured sources 

of supply. | , 

44 Department of State, Press Releases, March 11, 1939, p. 177. 
* Toid., p. 178. |
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| OB a an | 

In connection with all of the phases of economic relationships be- 
| tween the United States and Brazil, my Government has given renewed 

thought to the dollar bond indebtedness of the Government of Brazil - _ 
and of the Brazilian States and Municipalities. The decision has been | 

_ reached, as part of its general economic program, to resume payment 
| | on July 1, 1939 on account of interest and amortization on these exter- 

nal dollar debts. A transitional arrangement for a brief period to _ 
effect this has been discussed with the Foreign Bondholders Protective 

| Council, Incorporated. These discussions in regard to the scale and 
. | amount of payment will be continued after my return to Rio de Janeiro — 

| and subsequent announcement will be made by my Government. It is 
the hope and expectation of my Government that with the improve- _ 

- ment in its foreign commerce which it now foresees a permanent settle- 
ment which will be equitable and satisfactory to all interests involved 

| will follow upon the expiration of this temporary arrangement. 

| ‘Still with the desire of giving to the friendship between our two 
a countries economic and juridical bases commensurate with the purpose ~ 

| of promoting cooperation between our two peoples, I wish to emphasize 
| that my Government intends to observe a general policy which will 

| inspire the confidence of United States investors giving them no more _ 
: | restrictions than those to which Brazilian investors may be subjected. 

| I can assure Your Excellency that my Government has decided to 
| encourage in any way and means the valuable and desirable coopera- 

tion of United States citizens who have invested or who in the future 
may invest their capital and technical experience in the development 
of Brazilian resources and national economy. oe 
Renewing my expressions of appreciation to your Government and 

to all the officials of the various Departments who have given us in- 
estimably valuable assistance during the period of our negotiations, | 
believe me your sincere friend, 

Oswatpo ARANHA 

832.51/1406 

The Secretary of State to the Brazilian Minister for Foreign A fairs 
(Aranha) | 

Wasuinerton, March 9, 1939. 
Excettency: I have received with genuine appreciation Your 

Excellency’s very friendly note of March 8, 1939, with reference to
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the matters which I have had the privilege of discussing with you 
during your visit to Washington. I need not assure you of the per- 
sonal satisfaction which it has been for me to cooperate with you in 
a comprehensive survey of all phases of the questions interesting our 
two countries, and I am convinced that that the traditionally close 
and cordial relations which have always existed between the people | 
of Brazil and those of the United States will be materially strength- 
ened as a result of the decisions taken during your visit. | 
_.I have noted with especial satisfaction that in your communica- 
tion under acknowledgement you have enumerated policies and 
actions which the Government of Brazil, after due deliberation and | 

| the considered discussion of its authorized representatives with the | 
authorized representatives of the Government of the United States, is | 

| undertaking or intends to undertake in the near future in order to 
| foster. continued mutually beneficial economic relations between | 

the United States and Brazil and to develop the national economy : 
| and national resources of Brazil. As you well know, my Govern- 

ment is keenly desirous of taking any steps possible in order to con- 
tinue and expand the economic cooperation between Brazil and the 
United States. CO ae a a 

My Government is pleased to note that it is the intention of the — 
_ Government of Brazil to establish and maintain a free exchange mar- 

| ket for commercial transactions and to facilitate the transfer of an 
equitable return upon investments made in Brazil by United States | 
citizens under normal conditions in the Brazilian balance of inter- a 
national payments. I am informed that the Export-Import Bank 
of Washington has found it possible to assist in the facilitation of ex- 
change transactions by extending appropriate acceptance credits in | 
order to provide dollar exchange to meet amounts due American | 
exporters for imports from the United States. | 

I am also informed that the Treasury Department finds itself 
heartily in sympathy with the objectives stated in your communi- | 
cation to it regarding the establishment of a Central Reserve Bank, | 
and will be glad to assist your Government in the establishment of 
such a bank and in its operations, by placing at your disposal its 
advisory facilities and by the extension of a line of credit. In the 
latter connection, I understand that the Secretary of the Treasury, 
with the approval of the President, is informing you that the Presi- 
dent is prepared to make a recommendation to the Congress for suit- 
able authorization. 

I am further informed that the Export-Import Bank, with a view 
to cooperating in the facilitation of trade between the United States 
and Brazil and in the development of Brazilian natural resources, 
has agreed to consider the arrangement of suitable longer term credits
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| to finance Brazilian purchases of economic equipment in the United 
: | States. | eg oe aS es 

| Copies of communications in regard to these matters addressed to ——™ 
you by the Secretary of the Treasury and by the President of the | 

oo Export-Import Bank are enclosed as AppendicesAandB.®: 
The Government of the United States is interested in cooperating. 

with the Government of Brazil in every practicable way in the study: 
: and development of agricultural products and production which will | 

complement production in the United States. In this regard, as you | 
are aware, legislation 1* has already been enacted which authorizes the | 

| loan of experts of the Government of the United States to assist the | 
ee Government of Brazil in specialized agricultural studies and develop- - 

| - ments. Plans have also been formulated for surveys of agricultural | 
| possibilities, including the development of tropical hardwoods, rub- | 

| ber, and other products, which surveys could readily include the coin- 
| | cidental study of many additional native products of Brazil. Draft : 

legislation which would provide authorization for these surveys is now 7 

before the Congress. — Rs , 4 
_ In relation to this general program of economic cooperation between 

. the United States and Brazil, I welcome the information that your __ 
-° Government plans to resume payment on July 1, 1939, on account of | 

interest and amortization of the external dollar debt of the Govern- 
| ment of Brazil and of the Brazilian States and Municipalities, in ac-_ | 
a cordance with a transitional arrangement, and that it is the hope and 

expectation of your Government that with the improvement in its | 
foreign commerce which it now foresees a permanent settlement which 

| will be equitable and satisfactory to all interests involved will follow 
upon the expiration of this temporary arrangement. - 

| I likewise welcome with sincere gratification the assurance that it 
is the intention of the Government of Brazil to observe a general policy 
which will encourage the participation of citizens of the United States 
in the economic life of Brazil. ce 

In reiterating to Your Excellency the assurances of my most distin- 
guished consideration, allow me to add my sincere thanks to you and 

_ to the officials of the Brazilian Government accompanying you for the ~ 
close and valuable cooperation invariably accorded throughout the 
period of our important negotiations, and to wish you all a safe and 
pleasant journey in returning to Brazil. 

CorpeL, Hur 

* Department of State, Press Releases, March 11, 1939, pp. 180 and 181. 
* Approved May 25, 1988; 52 Stat. 442.
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EFFORTS OF THE DEPARTMENT OF STATE TO SECURE A RESUMPTION 

OF PAYMENTS ON BRAZILIAN FOREIGN DEBTS” 

832.51/1477a: Telegram 

The Secretary of State to the Ambassador in Brazil (Caffery) 

WASHINGTON, June 8, 1939—8 p. m. 

106. Do you have any further indication as to intention of Brazilian 

Government in regard to resumption payment on dollar bonds on 

July 1238 Time for possible discussion is getting very short. Failure 

to afford opportunity for such discussion will be regrettable. 

Please report by cable. 
Huu 

832.51/1480 : Telegram 

The Ambassador in Brazil (Caffery) to the Secretary of State — 

Rio pe JANEIRO, June 10, 19389—1 p. m. 

[Received June 10—12: 45 p. m. | 

187. Department’s No. 106, June 8, 3 p. m. As the Department is 

aware at the time that Aranha signed paragraph V contained in his 

note to Secretary Hull of March 8, 1939,” he was not convinced that 

his Government would carry out his undertaking. Upon his return 

here he was bitterly attacked especially by the army and even in the 

Cabinet for having made the promise (he had a near breakdown and 

had to go away for a month to recuperate) it is only recently that 

| President Vargas has agreed that something should be done about it. 

Tn the meantime Aranha has hammered away consistently in an en- 

deavor to have some sort of payments resumed on July 1. At the same 

time the Minister of Finance ” has been referred insistently to prevail- 

ing unsatisfactory business conditions; to the state of the budget; and 

to the lack of available foreign exchange for making debt payments 

(obviously any large debt payments would have immediate effect on 

our present exchange arrangements). 

As I have frequently reported Aranha has never failed to tell me 

that payments would be resumed in some form on July 1 but the Presi- 

dent has not yet decided what sort of payments he feels able to make. 

Aranha said yesterday that the President was now contemplating 

7 Kor previous correspondence, see Foreign Relations, 1938, vol. v, pp. 373 if; 

see also ante, pp. 348 ff. 

8 See paragraph numbered V in letter from the Brazilian Minister for Foreign 

Affairs, March 8, p. 352. 
”% Ante, p. 352. 
» Arthur de Souza Costa.
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making payments on July 1 on arrears accumulated under the Aranha 
plan ; #4 and then entering into discussions for a general plan of future 
payments. 

Aranha said also yesterday that he would attempt on Tuesday next 
to secure a decision in the premises from the President. 

| CAFFERY 

- 832.51/1481 : Telegram 

Lhe Ambassador in Brazil (Caffery) to the Secretary of State 

Rio pr J Nero, June 15, 1939—5 p. m. 
[ Received 6: 15 p. m.] 

194. The Minister for Foreign Affairs told me last night that the 
Minister of Finance, who has always opposed resumption of payments 
on the foreign debt, came to see him yesterday afternoon and said that 
President Vargas had ordered him to call on Dr. Aranha and accept 
whatever plan Aranha proposed for resuming debt payments on July 1 
next. 

Aranha referred to the present weak position of the milreis (my 189, 
June 12,5 p.m.”). Adding “owing to the lack of export bills at this 
time the milreis will probably be in a difficult position in about a month 
from now”. He then said “obviously if we make substantial payments 
on the foreign debt on July 1 the milreis will be very much affected 
and our carefully built up existing exchange arrangements might be 
destroyed”. He attempted to have me make a suggestion as to exactly 
what the Brazilian Government should do, observing “it is not so much 
the question of the money; ... we have about 15 millions reserve 
in foreign exchange but we will need that money very badly to protect 
the milreis this summer: what do you want us to pay?” For obvious 
reasons I declined to make the requested suggestion but did suggest 
that he attempt to get out of the Minister of Finance today an honest 
opinion as to the maximum amount which could be paid on the debts 
onJuly1... Hesaid that he would doso. 
Aranha finally remarked “in any event I know that the bondholders 

do not know or understand anything about this and we must make a 
payment on the first of July”. 

| CAFFERY 

* See Foreign Relations, 1934, vol. Iv, pp. 602 ff. For Spanish text of debt funding plan embodied in Decree No. 23.829, February 5, 1934, see Brazil, Diario Oficial, February 7, 1934, p. 2689: for translation, see Foreign Bondholders Protective Council, Inc., Annual Report, 1934 (New York, [19352] ), p. 36. 
? Not printed.
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832.51/1481 ;: Telegram 
| | | 

The Secretary of State to the Ambassador mn Brazil (Caffery) 

: | WasHINGTON, June 19, 1939—2 p. m. 

| 114. Your 194, June 15, 5 p.m. Department agrees with your 

action in not responding directly to Aranha’s request for suggestions. 

Please bear in mind in any discussions you may have with Aranha, 

when and as he seems prepared to define his offer (a) that the Coun- 

~ il 23 would find it much easier to go along with reduced payments 

that are proposed as a purely temporary offer than one that appears to 

be put forward as a permanent basis of settlement and (0) that an 

offer that ran in terms of percentages of coupon rates would work out | 

more satisfactorily for the holders of dollar bonds than an offer in 

terms of flat interest rates for different grades. : : 

832.51/1484: Telegram . 

The Ambassador in Brazil (Caffery) to the Secretary of State _ 

| | , Rio pr JANEIRO, June 22, 19389—2 p. m. 

| | | [Received 3 p. m.] | 

- 197. Department’s 114, June 19, 2 p. m. The Minister for Foreign 

Affairs told me last night that he is still studying the debt matter but | 

has not yet had his conversation with the Minister of Finance as the 

latter has been ill. He spoke again in discouraging terms of Brazil’s 

: exchange situation and referred to an article he said had appeared a 

few days ago in the Vew York Times contending that Brazil is now in 

no position to resume debt payments. | 

He agrees that the offer they will make will be a temporary offer 

: and will not be presented as a permanent basis for settlement. 

| | CaAFFERY 

. $32.51/1484: Telegram _ | 

| The Secretary of State to the Ambassador in Brazil (Caffery) 

a WaAsuHINaTON, June 26, 1939—6 p. m. 

118. Your 197, June 22,2 p.m. Are there any further indications 

regarding the action to be taken by Brazil on July 1? In view of the 

recent increase in public interest in foreign loans and debt settlements 

(radio bulletins 145, 146, and 147) Mr. Aranha’s forthcoming an- 

nouncement of the terms of a transitional debt arrangement will com- 

mand unusual attention. 

| Hou 

*® Foreign Bondholders Protective Council, Inc.
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So 832.51/1490: Telegram | | Se | 7 

| Lhe Ambassador in Brazil (Caffery) to the Secretary of State — 

| | | s,s Rropr Janzrro, June 28, 1989—4 p. m. 
| a | [Received 5: 25 p. m.] 

| 202. Department’s 118, June 26,6 p.m. Aranha told me very con- 
_ | fidentially this morning that yesterday the Minister of Finance came 7 

a _ to him with a draft note, addressed to me, which he had prepared for 
Aranha’s signature (Aranha showed me the. note) setting out that 
Brazil recognized its foreign debt and instructions were being given 
to the Bank of Brazil to set aside funds for a payment to be made | 

_ thereon at a date to be fixed in the near future. The note also con- 
| tained an invitation to the Foreign Bondholders Protective Council 

oe to send representatives here to discuss a final settlement of the whole 
debt business. . | | | 
_ Aranha went yesterday afternoon to the President and told him 
that he was willing to sign the note but that it would be the last docu- / 

| ment he signed as a member of his Government. He said that if he | 
oe remained in the Government a payment should be made as promised 

on July 1. The Minister of Finance was brought into the discussion 
7 : and produced an article from the New York Times allegedly setting | 

out that the Foreign Bondholders Protective Council would not accept 
: any unilateral arrangements. Souza Costa said, “Therefore it would 

be better to make no payment at all at this time”. Aranha still insisted 
on the July Ist payment, telling the President that “it is essential to 

| reestablish the principle of honoring debts and of keeping promises”. 
The President finally said that he agreed with Aranha. - | 

The President is to see the Minister of Finance again today and 
Aranha hopes to let me havea reply this evening. | | 

The milreis went to 23 yesterday on the open market. _ 7 
CAFFERY 

832.51/1491 : Telegram | : 

| Lhe Ambassador in Brazil (Caffery) to the Secretary of State 

Rio DE JANEIRO, June 29, 1939—1 p. m. 
[ Received 2 p. m.] 

203. My 202, June 28, 4 p.m. The Minister for Foreign Affairs 
telephones me that the President has ordered the Minister of Finance 
to instruct the Bank of Brazil to deposit at once $1,000,000 in New 
York banks as a pledge of good faith to be used for payments (on 
arrears) on the debt service. 

An invitation will be sent to the Foreign Bondholders Protective 
Council to send representatives here in the near future to discuss: 

1. In what form they desire the $1,000,000 to be paid out; 
2. The final settlement of the whole dollar bond debt business.
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The Minister will discuss the matter further this afternoon with the 

Minister of Finance and will give me more pertinent information 

tomorrow at noon. 
CAFFERY 

832.51/1490: Telegram . 

The Secretary of State to the Ambassador im, Brazil (Caffery) 

| WASHINGTON, June 30, 1939—10 a. m. 

121. Please inform Aranha, and request him to inform the Presi- 

dent, that the steps reported in your 202 for meeting the debt situation 

on July 1 seem to us regrettably and decidedly inadequate. 

We express this opinion out of a sense of the great possibilities that 

exist in the various fields of economic cooperation between the two 

countries. The agreements worked out in Washington contemplate 

such large-scale and permanent cooperation. This Government stands 

fully ready to go forward promptly with the discussions that are nec- 

essary preliminaries to translating those agreements into performance. 

It will be most beneficial and helpful if Brazil takes steps to regular- 

"ize its debt situation in this country; that is the reason for including 

the matter in the arrangements worked out. Remembering that in our | 

discussions with Aranha the sum of $9,000,000 as an annuity on the 

service of the dollar bonds was the smallest sum mentioned, please 

suggest and urge upon Aranha that the amount proffered on July 1 7 

should be raised to $4,500,000. This would be a more adequate sign 

of Brazilian recognition of the debt and willingness to work out terms 

of settlement. 

Furthermore it is believed that immediately and simultaneously an 

official invitation should be telegraphed by the Brazilian Govern- 

ment to the Protective Council to commence negotiations at once for 

a, settlement. 
| Hv. 

832.51/1494 : Telegram 

The Ambassador in Brazil (Caffery) to the Secretary of State 

Rio pz JANEIRO, June 30, 1939—4 p. m. 

[ Received 8: 40 p. m. ] 

205. When I saw Aranha he told me that a note (translation is being 

telegraphed to Department) was then on the way to the Embassy 

confirming the 1 million dollar payment and suggesting that the 

Foreign Bondholders Protective Council send representatives to 

Brazil to discuss the whole debt business. He wanted me to inform
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our press representatives and in my presence instructed an aide to 
inform those representatives that they could quote him as having made 
a statement similar to the one I gave them. 

As far as the amount to be paid on J uly ist he repeated all the well 
known arguments. 

(2) He referred to the tremendous opposition that developed here — against his signing the promise at Washington to resume payments on July 1. 
| (3) ... He reiterated that he has done his very best to secure a payment as large as possible and that one million dollars is all that he can get. President Vargas is not willing to pay more at this juncture (after further conversations in the last hour President Vargas and the Minister of Finance agree further sums will be de- posited at New York as fast as the Government’s financial situation allows of it. They hope another payment can be made within a fortnight). 

(4) ‘The Government has certain funds available but the President insists that they must be kept for repaying the Export Import Bank in regard to the exchange agreement especially in view of the threat- ening European situation. 
(5) He referred again to the weak position of the milreis. | (6) He asserted that in his opinion the important points in all this is the fact that Brazil is reestablishing the principle of paying debts, it isa beginning even if only a modest one. | (7) Nothing is being paid at this time to the British, French and | Dutch bondholders, although the amounts due them are three times as large as the amounts due us, 

| (8) He is afraid of the reaction here even to this small payment. | (9) Finally he referred again to the poor reception the Washington agreements *° had received here. The Exchange Agreement had been interpreted as being designed only to help American exporters and he had been criticized for causing the Bank of Brazil to assume the obligation involved. There is general indifferent [indifference?] to the two other agreements signed. Aranha is a decided exception to this however and believes that the two other agreements are for the good of Brazil. | 

Although I discount some of Aranha’s statements ...I do 
believe that he has tried hard to get the best settlement possible and 
has had a big fight on his hands ever since his return from 
Washington. 

CAFFERY 
* See exchange of letters between the Secretary of State and the Brazilian Minister for Foreign Affairs, March 8 and 9, pp. 352-356.
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7 832.51/1495: Telegram — oo a Pot a 

The Ambassador in Brazil (Caffery) to the Secretary of State 

| | - -Rro pz Janetro, June 30, 1939—5 p. m. 

oe | [Received 9:11 p. m.] 

206. First paragraph my 205, June 30,4 p.m. ‘The note received 

from the Minister for Foreign Affairs reads in translation as follows: | 

“June 29, 1939. Mr. Ambassador: Among the statements which I - 

. had the honor to make to your Government in Washington, by letter _ 

dated March 8, 1939, addressed to His Excellency the Secretary of 

State, there isincludedthe following: | ee 

4m connection with all of the phases of economic relationships between the 

United States and Brazil, my Government has given renewed thought to the 

dollar bond indebtedness of the Government of Brazil and of the Brazilian states 

- and municipalities. The decision has been reached, as part of its general eco- , | 

nomic program, to resume payment on July 1, 1989 on account of interest and 

| amortization on these external dollar debts. A transitional arrangement for 

a brief period to effect this has been discussed with the Foreign Bondholders | 

Protective Council Incorporated. ‘These discussions in regard to the scale and 

amount of payment will be continued after my return to Rio de Janeiro and : 

. subsequent announcement will be made by my Government. It is the hope and | 

expectation of my Government that with the improvement in its foreign com- 

merce which it now foresees a permanent settlement which will be equitable and 

satisfactory to all interests involved will follow upon the expiration of this 

temporary arrangement.’ a . 

9. After the approval by my Government at a meeting held on 

: March 31 last, of everything which I agreed upon with the Govern- 

ment of the United States of America, His Excellency the President of 

‘the Republic ordered that an examination be made of the ways and 

means necessary for the carrying out of what had been agreed upon 

in the letters exchanged between me, the Department of State, the 

Treasury Department and the Export-Import Bank at Washington. 

3. It has not been possible, however, for my Government, as Your 

Excellency is aware, due to the shortage of time and the increasing 

and alarming international difficulties to commence, up to the present 

moment, the carrying out of the general economic program in such | 

a, manner as to take advantage of the benefits of these agreements nor 

of the credit for the purchases on long term and reasonable interest 

charges offered by the Export-Import Bank of Washington, nor even 

of the collaboration promised by the North American Treasury for 

the creation of a Central Bank of Brazil. 7 | 

4, Without being able to use these new resources, Brazilian impor- 

tations have not been alleviated—which was an objective of these 

agreements—and the defense of the internal and external value of 

the milreis and the control of credit and the monetary market, could 

not be put entirely into practice. At the same time that, because 

of the facts mentioned above, my Government has not been able to 

avail itself of these advantages, the fall of coffee and cotton prices, 

products which are subject primarily to the influence of the Ameri- _ 

can market, brought about a serious reduction in the value of our 

exports, eliminating the expectation of improvement of our trade 

balance, envisaged for the first semester of 1939. 

5. The factors referred to above, and the impossibility, due to lack 

of time, of taking advantage of the benefits of the Washington agree- 

293800—57-——24
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| _ ments, have consequently brought about the material impossibility | 
of resuming the payments on July 1, 1939 on account of interest and | | amortization on dollar loans, in spite of the study and efforts made 

: by the organs of the administration in an endeavor to arrive at the . ho _ scale and the amount of these payments, as I had the honor to agree : - with your Government. _ So 7 
_ 6. The Government of Brazil, in the situation into which it was : happening, finds itself obligated, through the high intermediary of | | Your Excellency, to make Town to the American holders of Bra- , 
zilian dollar bonds that it will continue to have under consideration, =§=-—S> __» With the same determination, the resumption of these payments, at | | a date to be announced later, and that, to this end, it has today given 

7 . instructions to the Bank of Brazil, to take the necessary measures | . for placing in the United States of America, from its available re- a 
sources, a specialreserveofimilliondollars. = 8 = = en _ © It would appear to my Government that it would be a greathelp > | _ 1f the Foreign Bondholders Protective Council Incorporated would 
send to Brazil one or more representatives to examine together with | our experts the date, scale and amount to be paid; because it is the 
principal preoccupation of the Brazilian Government to reconcile an within the shortest possible time and under a definitive debt arrange- _ - __ ment, the situation which is imposed upon it by present circumstances, | | with the high and respected interests of their American creditors. | | I beg to request of this opportunity to renew to Your Excellency — | the assurances of my highest consideration. Oswaldo Aranha.” a 

7 | Oo Oo |  Carrrry 

| 882.51/1496: Telegram | ae Sn 
The Ambassador in Brazil (Caffery) to the Secretary of State. | 

| | | _ Rrovz Janumo, July 1, 1939—2 p. m. 
| | [Received 2 p. m.] 

209. . Departments’ 121, June 30, 10 a.m. Aranha referred again 
this morning to the debt matter and remarked that 4 months ago no 
one here, Brazilian or foreign, thought he could possibly secure a 
payment at this time on the dollar bonds. It had been necessary to 
bring about a change in the President’s and the army’s entire atti- 
tude. He said that it is “the first step that counts”. Having once 
brought the President around, he believes that in the future the situ- 
ation will continue to improve and that we will be able to secure a 
satisfactory settlement of our whole debt business. | 

The President decided yesterday afternoon to inform the Cabinet 
next Tuesday that he intends definitely to adopt a policy of full co- 
operation with the United States and for that reason is making a pay- 
ment on the dollar bonds and no payments on the bonds held in the 
European nations, Aranha reminded me that many of the Cabinet 
are opposed to these payments, but he feels sure, after the President’s 
declaration, they will change their attitude. “I know the amount is 
very small,” he added “but the important thing is to implant the prin- 
ciple and to start the ball rolling in the right direction.” _
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Observing “in any event this is a good example for the many other 

countries, especially those in Latin America, who owe you money and 

are paying nothing.” 

CAFFERY 

832.51/1502 : Telegram 

The Ambassador in Brazil (Caffery) to the Secretary of State 

Rio DE JANEIRO, July 5, 1989—5 p. m. 

| [Received 9: 03 p. m. | 

911. Second paragraph my 209, July 1, 2 p. m. The Minister for 

Foreign Affairs tells me that at the meeting held yesterday the Presi- 

— dent stated that he had definitely decided that a settlement should be 

made with the holders of Brazil’s dollar bonds and he had suggested 

that a representative of the Foreign Bondholders Protective Council 

come to Rio in the near future to that end. The Cabinet unanimously 

approved his decision. The President went on to say that he had defi- 

nitely decided also on a policy of entire cooperation with the United 

States. The Cabinet again unanimously approved. ‘The meeting was 

attended by the full Cabinet and the principal members of the Armed 

Forces. This of course represents an entire change of the attitude on 

the part of the President and army from that of a year and a half ago. 

: Aranha added that they were intensely annoyed with a telegram he 

had received from the Foreign Bondholders Protective Council. 
CAFFERY 

832.51/1506a : Telegram 

The Secretary of State to the Ambassador in Brazil (Caffery) 

WASHINGTON, July 6, 1989—7 p. m. 

12%. For the Ambassador from the Under Secretary .” I had this 

morning a long conversation with Francis White 2’ with regard to the 

Brazilian debt situation. White has prevented his Executive Com- 

mittee from issuing any statement to the public here and will refrain 

from sending any further telegrams to the Brazilian Government for 

the time being. He tells me that it is absolutely impossible for the 

Council to send any representatives to Rio de J aneiro to undertake 

negotiations there. They have no personnel that they can employ for 

that purpose, and they have literally no funds at their disposal to 

7 Sumner Welles. 
21 President of the Foreign Bondholders Protective Council, Inc.
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utilize in payment of the expenses and work of some outside person 
_ whom they might engage. | | 

As I explained to the Brazilian Ambassador here, while I recognize 
fully and appreciate greatly the efforts made by Aranha and I likewise 
recognize the value of the principle involved in the decision now 
reached by the Brazilian Government, the failure of the Brazilian | 
Government to live up to the letter of the assurances officially given 
last winter has without question created a very unfortunate effect upon 
public opinion in the United States. The most helpful step that could 
now be taken would be the announcement on the part of the Council 
or on the part of the Brazilian Government that negotiations will be 
commenced on a definite date to be set as near in the future as possible 
for the purpose of arriving at a definite agreement for the resump- 
tion of service on that portion of the debt held in the United States. 
Since it is absolutely impossible for the Council to send a representa- 

_ tive to negotiate in Rio de J aneiro, I hope you will urge as strongly as possible upon Aranha the desirability of sending a representative of 
the Brazilian Government to New York for this purpose. If sucha a step could be taken in the near future, I believe it would greatly remedy 
the unfortunate impression which now exists. Sucha step would like- | wise avoid the possibility that negotiations for resumption of service 
on the American held debt might be confused with similar negotia- 
tions with regard to the debt held in England or in France. In the 
latter connection White informed me that he had received word from 
Lord Bessborough 7° by cable from London this morning that the 
British had been invited to send representatives to discuss resumption 
of debt service in Rio at the end of the present month. In his reply 
White will maintain the position that the American negotiations are 
separate from the negotiations of the British and French creditors. 

Please telegraph me the result of your conversations with Aranha. 
[ Welles. ] 

Huu 

832.51/1508 : Telegram 
. 

Lhe Ambassador in Brazil (Caffery) to the Secretary of State 

Rio ve Janeiro, July 7, 1939—7 p.m. 
[Received 10:15 p.m.] 

215. For Under Secretary. Departments 125, July 6. Aranha 
says that he is convinced that if they send a representative to the 
United States to undertake the negotiations, the negotiations will have 
no chance of success. Hesaid “. .. Iam willing to supply the neces- 

** President of the Council of Foreign Bondholders, London.
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sary funds for the expenses and work of a representative of the Amer- 

ican bondholders incidental to his coming here. As soon as the Bond- 

holders Committee is ready to give us the dates the Brazilian Govern- 

ment will be glad to announce the opening of the negotiations on the 

date the Committee chooses. I repeat that the negotiations in the 

United States would get absolutely nowhere. Iam so deeply involved 

in this business that I want them to prosper”. 
CAFFERY 

832.51/1518a : Telegram | 

The Secretary of State to the Ambassador in Brazil (Caffery) 

WasuHineton, July 14, 1939—7 p. m. 

129. The Foreign Bondholders Protective Council today informed 

the Department that it had sent a cable on Tuesday, J uly 11, to Aranha 

stating that Council was prepared, provided the arrangement was 

satisfactory to the Brazilian Government, to send Dr. Dana Munro * 

to Rio to negotiate a debt settlement. If the Brazilian Government’s 

reply is obtained in time, Dr, Munro could leave by plane from Miami 

on July 23, arriving Rio July 27. Dr. Munro can stay until September 

9 if necessary, but must leave not later than that date in order to arrive | 

in Princeton in time to organize his college work for the fall semester. 

In view of the Council’s willingness to send Dr. Munro and of the 

~ limitations on his time, it is hoped that the Council may receive a 

favorable response from Aranha. as soon as possible. 

| HULi 

832.51/1522 : Telegram | 

The Ambassador in Brazil (Caffery) to the Secretary of State 

Rio ve JANEIRO, July 18, 19389-—4 p. m. 

| [Received 5 p. m.] 

919. For the Under Secretary. My 218, July 17,7 p.m.° Unless 

the Council changes its belligerent attitude it will not be possible to 

accomplish anything satisfactory on the debts. If their telegrams do 

nothing else, they give Aranha an opportunity for building up a case 

2 Dana G. Munro, professor of Latin American history and affairs, Princeton 

University ; former Department of State official and Foreign Service officer ; vice 

Pr Not tcinted. Bondholders Protective Council, Inc.
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for washing his hands of the whole business. . . . Aranha has talked | 
so much about the telegrams that there is now a very hostile at- 
mosphere created toward the Council even all over the Foreign 
Office... . 

Whether Aranha is sincere or not every time he gets a telegram 
from the Council it takes me considerable conversation to get him back 
into the mood of saying that he will go ahead with making arrange- 
ments for the negotiations with our bondholders. 
Aranha finally went on to say that his present plan is to lay down 

a policy that Brazil will pay debts out of her commercial capacity to 
pay having regard to her balance of trade with each separate country. 
The result in our case of course would be that our bondholders would 
be favored; the French also to some extent; and the British not at all. 

CAFFERY 

832.51/1522 : Telegram 

Lhe Secretary of State to the Ambassador in Brazil (Caffery) 

| Wasutneron, July 20, 1939—1 p. m. 
131. Your 219, July 18,4 p.m. The Council states that it has sent 

two telegrams to Aranha, the first on July 1, reminding the Brazilian 
Government of its agreement to resume service on J uly 1 (which the 
Department did its best to persuade the Council not to send), and the 
second on July 11, setting forth the arrangements for Dr. Munro’s 
visit. The Council states that failing to have a reply from Aranha as 
to whether the arrangements were satisfactory, it has been compelled 
to release the passage which it had reserved for Dr. Munro on the plane 
leaving Miami July 23. A new reservation has been made on the 
next plane, leaving Miami July 26. 

The Council has informed the Department that it will send no more 
telegrams but it cannot instruct Dr. Munro to proceed to Brazil unless 
it receives a reply from Aranha indicating that the arrangements out- 
lined in its telegram of July 11 are satisfactory. 

The Department is fully aware of the difficulties confronting Aranha 
and appreciates what he has done to advance matters even to this 
point. It is hoped that he can be induced to take the next essential step 
of telegraphing the Council as soon as possible in order that Dr. Munro 
can leave on July 26. 

Hoy
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| 832.51/1528 : Telegram | 

The Ambassador in Brazil (Caffery) to the Secretary of State 

Rio DE JANEIRO, J uly 22, 1939—2 p. m. 
[ Received 6: 50 p. m.] 

225. Department’s 131, July 20,1 p.m. Aranha approves designa- 
tion of Munro and suggests that he arrive here by the 15th of August. 
The Brazilian Government will then be in a position to take up the 
debt matter seriously. He does not believe that the discussions need 
continue more than a couple of weeks. He suggests also that the Coun- 
cil fix a definite amount for Munro’s expenses. He will not, however, 
pay for telephone conversations. (In my opinion the Council made 
a mistake in accepting Aranha’s offer to pay these expenses. . . .) 
He [desires] the Department to transmit the invitation to Munro to 
the Council as he is not willing at their [thzs?] time to telegraph to | 

the Council direct. 
As set out in my telegram 219, July 18, 4 p. m., Aranha confirmed 

the statements he made to me in my previous telegram 215, July 7, 
7 p. m., regarding treatment to be accorded to American bondholders. 

. Ca¥FFERY 

832.51/1543 : Telegram 

The Ambassador in Brazil (Caffery) to the Secretary of State 

| Rio vE JANEIRO, August 2, 1939—2 p. m. 
[Received 1:55 p. m.| 

236. My 234, August 1, 4 p. m.** Aranha says that the Brazilian 

Government agrees to pay Munro’s expenses but confidentially trusts 

that his expenses will not reach anything like $7500, a figure which 

they consider exorbitant. Aranha repeats that Munro should not 

arrive here earlier than the 13th. 
CAFFERY 

* Not printed.
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832.51/1578 : Telegram 

The Ambassador in Brazil (Caffery) to the Secretary of State 

Rio pe Janermo, August 31, 1939—4 p. m. 
| _ [Received August 31—3: 55 p. m.] 

278. Aranha insisted again this morning that Brazil must obviously 
make a debt settlement with the United States. Insisted also that 
settlements with the various interested countries should be made on 
the basis of respective balances of trade. 

I observed that the negotiations were not making much progress. 
[Here follows explanation that negotiations were slowed up due to 
uncertainty as to the situation arising from the war menace. A rumor | 
that the debts might be paid in milreis was denied as not worth at- 

| tention. | : 

In closing I urged him to press the Minister of Finance for some 
action. He-said that he would do so. 

CAFFERY 

| 832.51/1579 : Telegram | | 

| The Ambassador in Brazil (Caffery) to the Secretary of State 

Rio DE JANEIRO, September 1, 1939—4 p. m. 
| [Received 5:05 p. m.] 

984. My 278, August 31,4 p.m. Brazilian financial circles are in a 
state of intense depression today but it is my opinion that when the 

- present confusion clears up the Brazilian authorities will be in a posi- 
tion to negotiate a settlement with our bondholders. A member of the 
Brazilian Debt Commission gave Munro yesterday a memorandum 
in which the figure $12,000,000 was mentioned as the amount Brazil 
might possibly be able to set aside for annual payment on all of her 
foreign bonds. Aranha mentioned the same figure to me yesterday 
as a “possible maximum”. 
However, Brazilian authorities will probably now plead inability 

to make commitments at this juncture in face of loss of important 
European markets. 

Principal British bondholders representative is endeavoring leave 
Rio as soon as possible. Munro will remain until the 9th. (In any 
event there is no air passage available before that date.) 

CAFFERY
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832.51/1588. | oo SO | 

The Ambassador in Brazil (Caffery) to the Secretary of State | | 

No.1691 | Rio pe JANEIRO, September 6, 19389. 
SO a [Received September 14.] 

Str: I have the honor to report that Dr. Dana Munro had another . 
talk with the Minister of Finance yesterday afternoon. The Minis- | 
ter said that. of course everything was being changed by the outbreak 
of war in Europe, that its repercussions had left them little time to | 
think about the debt question during the past week, but that obviously | | 
the resulting uncertainty made it impossible to do anything about 
debt payments at present. He went on to say that if Brazil’s export 8 
proceeds begin to show an improvement and conditions thus become - 
favorable following the present uncertainty he will be glad to take up 
the debt matter again. He had made the same statement the day before | 
to Sir Bertram Hornsby, the representative of the British bond- oe 
holders. = | | Or | 

Dr. Munro has accordingly arranged to return to the United States | 
on the plane leaving here Saturday. While the outbreak of war has 
prevented any immediate concrete accomplishment on his part, his 
trip has enabled him to become familiar with the way things are going 
here, and any continuation of the negotiations that may be desirable 
can be carried on from the United States, probably through the Bra- 
zilian Ambassador there. | | . 

As Dr. Munro took leave of the Minister for Foreign Affairs, the | 
| latter assured him that he would be glad to carry on with him any | 

correspondence about the debts that might be appropriate, and took 
occasion to reiterate that as far as he, the Minister, was concerned, 

the earlier communications from the Foreign Bondholders’ Protective 
Council had not left him very well disposed toward negotiations with 

the Council. | | 
The French and British bondholders’ representatives have given 

Dr. Munro the impression that the present situation in Kurope makes 

them so desirous of an immediate settlement that they would be willing 

to accept almost any terms, however unfavorable, that the Brazilians 

| might offer them now. However, Sir Bertram Hornsby, who is the 
principal British negotiator, is leaving today to return to London, 

and it is understood that Mr. René Berger, the French representa- 

tive, is also preparing to leave, indicating that they consider it hope- 
less to try to obtain even an unfavorable settlement in the present 
circumstances. 

Mr. John Phillimore, the second British representative, is still here | 
but this is primarily because he is now working in the British Em-
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bassy, helping with its suddenly increased volume of business. The 
Portuguese negotiator never actually came to Rio de Janeiro. | 

Respectfully yours, | _ For the Ambassador : 
Oe Wurm C. Burverr 

| | Counselor of Embassy 

a 832,51/1598 | a | | | ae | 
| The Ambassador in Brazil (Caffery) to the Secretary of State 

| No. 1716 Oo Rio pe JaneErro, September 11,1939. 
a | | 7 _ [Received September 18.] 

| Sim: Referring to previous correspondence having to do with nego- | 
tiations for the resumption of payments on the Brazilian foreign debt, 
I have the honor to report that in informal conversation today with 
the Brazilian Minister for Foreign Affairs I remarked to him that 
although I appreciate fully the present difficulties of the Brazilian 
Government in the way of making a settlement at this time of their 

a foreign debts, I do not expect the Brazilian Government to take ad- 
oo _ vantage of this situation and attempt to put off indefinitely the re- 

sumption of the interrupted conversations. The Minister for Foreign 
| Affairs stated that he concurs with me on this. : | | 

Respectfully yours, | JEFFERSON CAFFERY 

: 882.51/1622 : Telegram | o 

| . The Ambassador in Brazil (Caffery) to the Secretary of State 

Rio pe Janerro, November 10, 1989—1 p. m. 
/ [Received 2: 50 p. m.] 

392. My despatch No. 2003, November 3, 1939.°? Brazil’s improved 
exchange position under temporary war conditions is reviving the 
question of servicing the foreign debt. The Minister of Finance has 
told the European bondholders representatives he likes the so-called 
Schroeder Plan under which if agreed upon Brazil would pay an- 
nually on the whole debt a fixed service of 3,000,000 pounds sterling 
plus a variable service contingent upon an increase in the price of 
certain exports. The plan is going forward by next air mail. It is 
familiar to the J. Henry Schroeder Banking Corporation of New 
York though possibly not to the Bondholders Protective Council. 

The Europeans will oppose it in its present form. Moreover, they 
would prefer a temporary settlement although they are extremely 
eager for immediate payments on one basis or another. They are pre- 

“= Not printed. |
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| paring counter-proposals and have also made certain objections to 
| the above plan which the Minister said he would study. He told them : 

he would call them within a few days to a meeting at which he wanted 
to discuss specific proposals. oe | | 

_ Minister of Foreign Affairs keeps me currently informed; he tells 
me Souza Costa suggested Schroeder Plan because he believes Euro- 
pean representatives will reject it. Both Ministers want suggestions 
from me. If Council cares to express an opinion on Schroeder Plan | 
or make other suggestions or proposals I can put Adams in touch with 
Costa. | , 

British representative tells me he will suggest a scale of payments to 
the Brazilian Government which would be favorable to British in- __ . 
terests and detrimental to ours. If we sit quietly by and take no part 
in the conversations the British, French and Portuguese representa- 
tives may eventually secure a settlement and we might find ourselves 
left out in the cold. . | oe 

| Please inform Treasury. a | a | 
ae | | | _ Ca¥rFery | 

832.51/1621: Telegram © 8 | | 
The Acting Secretary of State to the Ambassador in Brazil | | 

a — (Cagfery) 
oe Wasuineron, November 15, 1989—noon. | 

223. Embassy’s 392, November 10, and despatch No. 2003, Novem- 
ber 3. The Brazilian Government has repeatedly assured us that the 
dollar debt would receive consideration before any other Brazilian 
foreign debt and that in any settlement it would receive terms at least 
as favorable as those extended to the creditors of any other nationality. 
This remains, of course, our expectation. The Department assumes 
that as and when you may find it necessary to recall statements to this 
effect by the Brazilian Government you will do so and will make com- 
pletely clear the fact that any settlement with investors of other | 
nationalities that ignored the dollar debt or had as a direct or indirect 
consequence discrimination against the holders of the dollar debt or 
unjust terms would of course create great criticism here. | 

The Department is ready to discuss the matter of resumption of 
debt service with the Brazilian Government. 

For your information only as to the request of the Minister of 
Foreign Affairs and the Finance Minister to you for suggestions, the 
Department would prefer to postpone making such suggestions for a 
short while. We probably will apply ourselves to the task of trying to 
work out an adjustment of the Colombian bonds in the immediate 
future and believe we will be in a better position to deal with this 

* Latter not printed.
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- Brazilian situation then. However, of course, if there is any danger - 

: of a development seriously threatening the interests of the holders of | 

dollar bonds, we might have to revise this plan. nn 

Please keep the Department fully informed. | 

| “WELLES 

832.51/ 1656a : Telegram . , 

The Secretary of State to the Ambassador in Brazil (Caffery) 

| | WasHinetron, December 12, 19839—4 p. m. 

935. The Department has been apprized of the receipt by the For- 

| eign Bondholders Protective Council of a telegram of November 23 

from the Council of Foreign Bondholders in London expressing the 

hope that this Government will press the Brazilian Government to 

formulate debt service proposals without delay. | 

The Department was subsequently approached by the Financial 

| Counselor of the British Embassy and by the Counselor of the French _ 

Embassy, independently, for a statement affirming this Government’s 

| support of a general settlement of the Brazilian foreign debt. The 

British official left an aide-mémoire stating that the British Council 
believes the Brazilian Government to be prepared to formulate pro- 
posals on the basis of the 1934 Aranha plan and that the British Gov- 
ernment hoped the Department would accede to the British Council’s 
suggestion that you be requested to approach the Brazilian Govern- 
ment in the premises. (The British and French representations to | 
the Department apparently result from the reported attitude of the 
Finance Minister—please see your despatch 2136 [2126]) .* 

_ Any independent settlement reached with the Europeans prior to a 
settlement of the dollar portion of the Brazilian debt might not only | 
provoke violent criticism by American bondholders but it might also, 
by creating an opening for Congressional criticism, prejudice the 
future of our cooperative financial relations with Brazil (Aranha’s 
explanation in your despatch no. 2112 * that an agreement with the 
Europeans now would leave the way open for a “more generous 
arrangement with us” to the contrary notwithstanding). 

It is therefore suggested, if you perceive no objection, that at an 
opportune moment you make informally the following points to 
Aranha: 

1. The Department continues to believe that a settlement in the near 
future of the American portion of the debt is highly desirable. (This 
Government is in fact now giving special attention to the South Amer- 
ican bond problem). 

* November 25, not printed. 
* November 24, not printed.
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2. The Department is pleased to learn that the Brazilian Govern- 
ment, as part of the general plan for solving the debt problem and as 
an indication of Brazil’s willingness to make a definitive settlement, 
is now exploring the European angle with the agents at present in Rio 
de Janeiro. It 1s hoped however that the Brazilian Government will 
give careful consideration to the effect which a solution of the Euro- 

| pean phase alone would have on Congress and on public opinion in this 
country, vis-a-vis Brazil, unless it will work out its settlement with 
dollar bondholders simultaneously, at least, with anything it works | 
out with other bondholders. Certainly no scheme should be concluded 
before a settlement with dollar bondholders is reached. | 

3. The Department hopes that the present studies being undertaken 
by the Brazilian Government will result in providing a satisfactory 
basis for negotiations, and that this basis must assure dollar bond- 
holders equitable treatment as compared with other bondholders. The 
comparative position of the dollar issues, including state and municipal 
issues, Should be recognized as they were in the original Aranha plan, 
which was accepted as being relatively fair as between the holders of 
different issues. 

shane 

832.51/1673 : Telegram | : 

The Ambassador in Brazil (Caffery) to the Secretary of State 

Rio DE J ANEIRO, December 28, 1939—2 p. m. 
| [ Received 3:45 p. m. | 

456. Department’s telegrams 228, November 15, noon, and 235 
December 12, 4 p. m., my despatch number 2224, December 15.%* I 
will review briefly below the debt situation. | 

As the Department is aware, on invitation from the Brazilian Gov- 
ernment, representatives from the United States, English and French 
bondholders came here last August to begin debt negotiations; the 
war intervened; the United States representative returned to the 
United States; the other representatives remained here and continued 
negotiations (joined later by a Portuguese representative) ; these 
Kuropean representatives finally reached understandings with the 
Minister of Finance on the basis of which they could probably con- 
clude an agreement acceptable to their principals. The Minister of 
Finance offered them a permanent settlement (of the total debt in all 
currencies) with annual service of 3,000,000 pounds sterling rising 
perhaps to 5 after a year or two. The Europeans were willing ap- 
parently to accept this figure on one basis or another. 

They are not willing to accept lower terms than they were in August 
for two reasons: war conditions in their countries and the fact that 
their personal reputations as negotiators are at stake were they to 
leave empty handed after all these months here. They would prefer to 
have the above sum allotted to the Federal debt, ignoring for the pres- 

* Despatch No. 2224 not printed.



| 376 FOREIGN RELATIONS, 1939, VOLUME V 

ent the State and municipal issues in which we are more interested, 
and persuaded the Minister to agree to this. At this juncture I took 
action last week to prevent either a settlement of the Federal debt 
alone or any other agreement with the Europeans prior to negotiat- 
ing with us. The Europeans are, of course, continuing to urge an 
immediate settlement. : : 
' For some time the Minister of Finance has been desirous of our 
taking part in the negotiations (and now insistently so) but my hands 
were tied by Department’s telegram 223, of November 15, noon. In 
the meantime Aranha, as frequently reported, has been urging that a 
settlement should be made first with the Europeans and then he said 
a more favorable settlement could be made with us later. 

If we are not going to negotiate until later and oppose any settle- 
ment before then I should like to make this clear to the Brazilian Gov- 
ernment because the whole business is getting into a muddle. 

The Minister for Foreign Affairs continues to urge us not to have 
anything to do with the Europeans... I have no doubt Aranha 
sincerely means this. However, it is my impression that once lower 
terms were accepted by the Europeans we would run into obvious | 
practical difficulties in getting better terms for our bondholders for 
the Federal bonds at least: President Vargas says he is “interested 
in doing something for the Americans” but if faced with an Kuropean 
invoice on terms very favorable to Brazil he might readily adopt the 
position that we should be as easy on Brazil as they were (having in 
mind the fact that the public and particularly the army in general 
still do not see why the debt should be paid at all). 

In view of their trade balances the Europeans are not in as strong 
a bargaining position as we are although they will use what pressure 

Se they can especially the fact that the English and French are now mak- 
ing considerable “war purchases” here. Were we to use real pressure 
we could either increase the above figures or obtain real preferential 
treatment; but this would be resented of course. , 

If we do wish to participate in the negotiations I should appreciate 
any instructions the Department may wish to give regarding con- 
structive proposals—especially whether to propose maintenance of the 
relative status of the various issues in all currencies as defined in the 
Aranha plan. This would leave the total amount to be paid on the 
entire debt as the sole major matter for negotiation and determination. 

To sum up, we cannot leave the situation as it now stands: we must 
either (a) negotiate ourselves or (6) attempt to stop all discussions 
between the Brazilians and the Europeans (this of course would be 
opposed by both those sides.) : 

CAFFERY
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832.51/1673 : Telegram | ; 

. The Secretary of State to the Ambassador in Brazil (Caffery) - 

| Wasuinerton, December 29, 1939—-7 p.m. 
249. Your 456, December 28, 2 p.m. In view of Aranha’s state- 

ments last March we have proceeded with various phases of the co- 
operative arrangements in the belief that Brazil would fulfill its 
undertakings. Therefore we have confidently expected at least equal 
treatment with respect to debts. Public opinion here (of bondhold- 
ers, the press and in Congress) has closely followed developments 
since the conversations, such as failure to resume service on July 1, the 
suspension of negotiations with the Council and the several operations 
of the Export-Import Bank which have favored Brazil more than any 
other American republic. The Department must therefore again em- 
phasize the importance of avoiding any postponement or appearance 
of postponement of action on behalf of American bondholders in def- 
erence to European bondholders. | 

On the other hand the Department does not wish to take any action 
which will discourage the gratifying desire manifested by the Brazil- 
ian Government to reach a settlement and feels that this opportunity 
to further a prompt settlement for the holders of dollar bonds should | 
not be lost. 

The Department is consequently orally informing the British and 
French representatives (please see Department’s 235 of December 12, 
4 p.m.) that this Government will actively support at Rio the interests 
of American bondholders, that it will not countenance any partial 
settlement favoring European bondholders at the expense of American 
bondholders, and that any agreement must make some provision for 
all dollar bonds. a 

You are therefore authorized in your discretion to participate infor- 
mally and independently in debt discussions with the appropriate 
Brazilian authorities for the purpose of ascertaining what terms the 
Brazilians are prepared to offer. | 

If the Brazilian Government is prepared to enter into discussions of 
the dollar debt, as we greatly hope, the Department will give imme- 
diate consideration to the question of whether the Council can play a 
useful role in those discussions, and as to whether it should send a 
representative to Rio. 

The basis of any terms must be comprehensive, i. e., there must be 
provision for all dollar bonds in some schedule similar to the Aranha 
plan. To leave the State and municipal debts in default—a condition 
created largely by the Brazilian control of exchange—while pay- 
ments were being received by European bondholders on a large vol-
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ume of securities would cause great dissatisfaction which would 
hinder us in all our dealings with Brazil in the economic and financial 

sphere. | 
The amounts currently discussed are small for such a settlement 

and the application of the proportions of the Aranha plan would 
result in payments on some categories so small as to defeat the pur- 

poses of a debt settlement. For this reason it might be difficult to con- 
clude a permanent settlement at this time. You will in this connec- 
tion recall that in the discussions with Aranha last February this 

point was brought up and his letter to the Secretary of State men- 

tioned that a transitional arrangement would initially be adopted, to 
be followed, upon an improvement in Brazil’s foreign commerce, by 
an equitable and satisfactory permanent settlement. Our surmise is © 
that a plan based on small payments would be far more likely to 

secure acceptance if placed on a temporary basis. | 

832.51/1675: Telegram _ 

| The Ambassador in Brazil (Caffery) to the Secretary of State 

| _” _Rio ps JANEtRo, December 30, 1989—10 p. m. 
[Received 11: 33 p. m.] 

461. Department’s 249, December 29, 7 p.m. [Here follows pas- 

sage commending Aranha’s good faith and his efforts in the bond pay- 

ment matter with the statement that Aranha was now in a better 

frame of mind with respect to the situation than at any time since the 

suspension of payments.] President Vargas has said several times 

recently and repeated yesterday that he is interested in doing some- 

thing for “American and Portuguese bondholders only”. 
I sent my 456, December 28, 2 p. m., for three reasons: 

(1) The situation described was brought about by the fact that the 
European representatives remained here after the outbreak of the war 
and continued persistent efforts to protect their interests the best way 

they could. [Apparent omission] did not suspend the “negotia- 

tions with the Council” as the Department apparently believes: Costa 
asked Munro to remain here and continue negotiating but Munro had 

to return for his Princeton classes; also at the time in view of the out- 
break of the war the outlook for an early settlement seemed hopeless. 

(2) In the meantime in view of Department’s No. 223, November 
15 I had to stand by and watch what was going on. 

(3) I felt that the Department should authorize me to “participate _ 
Ne 249). and independently” (as set forth in Department’s telegram 
0. ;
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_ Aranha writes me today and telegraphed Martins *’ to inform De- 
| partment “in the discussions with the other creditors the Minister 

_ of Finance is endeavoring to find a reasonable basis for a solution of 
the debt problem which, however, will be communicated to those cred- | 

__ itors only after an agreement has been reached with the American _ 
bondholders for the resumption of dollar payments.” The Minister of | 
Finance is informing the European representatives that he can resume : 
conversations with them only after some sort of understanding on 
the subject with the Embassy. 

Referring to the last paragraph of the Department’s telegram I 
agree that a temporary settlement should now be envisaged. 
Aranha says he will endeavor to arrange with the states and munic- 

ipalities for resumption of payments on their dollar bonds only. __ 
, | CAFFERY 

_ ASSISTANCE OF THE DEPARTMENT OF STATE IN SECURING PAYMENT - 
OF AMERICAN COMMERCIAL ARREARS*® — | 

-- 882.5151/1273: Telegram Be oe : 

The Chargé in Brazil (Scotten) to the Secretary of State 

| -.- Rrops Janero, January 5, 1939—4 p.m. 
., _——-: [Received January 5—-3:55 p. m.] | 

p. Following is a translation of a note from the Minister for For- | 
eign Affairs, dated January 4, in reply to the note which I presented | 

_ on December 20, as stated in the Embassy’s 294, December 20, 2 _ | 
p. m. *° | | 

“Mr. Chargé des Affaires: I have the honor to acknowledge receipt 
of the note of the 20th of last month in which, referring to article6 
of the Commercial Treaty in force between the United States and | 
Brazil ** as well as to the declarations made by the Ambassador of | 
Brazil in Washington in a note addressed to the Secretary of State 
on February 2, 1936 [7935],“* you request the allocation of exchange | 
for the payment of importations of American products, as such pay- | 
ments become due. ) : 

2. In answer, I have to inform you that the Brazilian Government 
does not spare efforts to direct the economy of the country with the 
object of freeing it, as soon as possible, from the exchange monopoly 
which was reestablished during the second half of last year due to | 

** Carlos Martins, Brazilian Ambassador in the United States. - 
* For previous correspondence, see Foreign Relations, 1988, vol. V, pp. 330 ff. ; 

see also ante, pp. 348 ff. 
” For text, see Foreign Relations, 1938, vol. v, p. 369. 
“ Ibid., p. 872. - | : | 
“Trade agreement signed February 2, 1935, Department of State Executive 

Agreement Series No. 82, or 49 Stat. 3808. 
“ Published as part of the trade agreement. | 

293800—57——-25 -
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world economic conditions, thus giving again full freedom to ex- 
change operations for commercial purposes, since it is correct. that 
this is the only means to end complaints of foreign exporting com- 

| merce with respect to the allocation of foreign exchange. | | 
| 3. The greatest obstacle which the Government is finding at the | 

| moment to achieve this desideratum is the small delay which now | 
a exists in the payment for imported merchandise which we believe 

| reaches 2,500,000 pounds, more or less, with the United States. In 
| | ease exchange freedom is reestablished, this amount, as well as the = 

arrears with other countries, would weigh on exchange as a depress- 
| ing element. | oo So 

4. In order to remove this difficulty the Government is studying 
means of obtaining a credit which will permit the liquidation of these 
commercial arrears, over a reasonable length of time, in order thus to | 
be able to normalize the exchange market and do away with all delay 

| in the payment of imported merchandise, of which the foreign ex- 
| porters complain. | . | | , 

5, This Government is desirous of examining this possibility with | 
--—-- your Government, thereafter assuring it of furnishing sight exchange | 

Oo - for merchandise of current and normal commerce. | 
—- J avail myself of the opportunity to renew to Your Excellency 
Soe the assurance of my very distinguished consideration. Oswaldo 

| S32.5151/1275a: Telegram | - oe | 
- _. The Secretary of State to the Chargé in Brazil (Scotten) a 

/ WaAsHINGTON, January 20, 1939—7 p. m. 

20. What information can the Embassy secure as regards the de- 
tails of exchange payments due American exporters. Can the Em- 
bassy procure from the Brazilian authorities material on the | 

| _ following: (a) amount of delayed exchange due American exporters 
| for which no contracts have been issued; (0) amount of outstanding 
a contracts which have been issued and which have not yet matured, 

subdivided into such time periods as may be feasible and significant ; 
(c) division of the preceding along commodity lines. If nothing 
more is available, is it possible to tell how much of the preceding 

totals are due to oil companies. | | 

Department is urgently in need of all available information on 
these points as it is trying to formulate immediately the basis of 
prospective discussions with the Brazilian Foreign Minister. 

Can the Embassy also furnish estimate as to amount of earnings 
of American corporations in Brazil which might be transferred to 
this country if exchange could be secured. : 

| | | | Ho
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- 882,5151/1284: Telegram | 

Lhe Chargé in Brazil (Scotten) to the Secretary of State 

| a Rio vr Janeiro, January 24, 1939—5 p. m. 
[Received 6 p. m.] 

28. Department’s 20, January 20, 7 p. m. | 
| (a) Official figures: $6,000,000. In addition estimated $4,500,000 

for unsold stocks of United States origin. Also $2,500,000 which is an | 
estimate of needs in excess of daily quotas over and above limits estab- _ 
lished by the bank and which companies operating on the basis of 
daily quotas allege represents a legitimate claim. Total $13,000,000. _ 
(The estimate given above for needs in excess of daily quotas would oe 
undoubtedly be contested by the Bank of Brazil which would claim 
that this amount has already been absorbed in past remittances by the 
companies involved.) | | 

(6) The Director of Exchange is unable to answer the Department’s 
question. He points out that the amount of outstanding contracts 

_ which have been issued and which have not yet matured varies from 
day to day in accordance with maturities and new contracts issued. 

I venture to point out that the amount of the outstanding contracts _ 
appears to be relatively unimportant as regards the discussions with | 
Arapha. If an agreement is arrived at resulting in the supply of ade- 
quate exchange for future imports, I am convinced that American 
exporters will not push for immediate payment of the outstanding | 
contracts. These contracts are being liquidated promptly on maturity _- 
by the Bank of Brazil and the Embassy has no reason to fear that this 
practice will be discontinued. | 

(c) Although no official division along commodity lines is available, | 
following is an unofficial estimate of the position of the American oil 
companies : 

(1) Arrears of exchange for oil of United States origin for which 
no contracts have been issued ; exclusive of stocks $735,000 

2) Arrears on stocks of United States origin $3,000,000 
3) Arrears on oil imported by American companies from countries : 

other than the United States; exclusive of stocks $990,000 
(4) Arrears on stocks imported by American companies from coun- 

tries other than the United States $2,400,000; this figure is in addition 
to the $4,500,000 for unsold stocks given in (a). 

Estimate of amount of earnings of American corporations in Brazil 
which might be transferred to the United States if exchange could be 
secured $10,000,000. | 

Complete exchange report embracing all the points covered in this 
telegram and expanding thereon will be sent to the Department by air 
mail leaving here January 28th.* 

Scorren 

“ Despatch No, 1133, January 27, not printed.
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832.5151/1332: Telegram 

The Chargé in Brazil (Scotten) to the Secretary of State | 

Rio DE J ANEIRO, March 20, 1939—46 p. m. 
[Received March 20—5 : 37 p. m. | 

| 78. For Under Secretary.** The Director of Exchange of the Bank 

of Brazil has informed Embassy in strictest confidence that as 

he is in entire disaccord with the agreement signed by Aranha in © 

Washington relating to exchange,** he is resigning on Wednesday _ 

afternoon. | | : | 

He explained that his principal objections to the proposed decree 

law were: (1) that it would be a serious mistake for the Brazilian 

Government at this time to relinquish in whole or in part the right 

which it now enjoys of purchasing all of the export bills; (2) that he 

is convinced the Brazilian Government cannot carry out the pro- 

| visions of the decree law relating to the compensation trade with 

Germany. | | 
| ScoTreN : 

| 832.5151/1349 : Telegram | | 

The Chargé in Brazil (Scotten) to the Secretary of State 

| | Rio DE JANEIRO, March 31, 1939—noon. 
[Received March 31—10: 48 a. m.] 

96. For Under Secretary. My 78, March 20,6 p.m. The Director 
of Exchange of the Bank of Brazil informs me that a full meeting 
of the Cabinet will be held at Petropolis this afternoon to consider 
various aspects of the agreement arrived at in Washington with 
Aranha and that as a result he expects that a new exchange decree law 
will be promulgated shortly. He adds that his resignation will in all 
probability take effect upon the promulgation of the new decree law 

at which time a new director will be appointed. 
ScOTreN 

8 82.5151/1350: Telegram 

The Chargé in Brazil (Scotten) to the Secretary of State 

Rio pe Janetro, April 1, 1989—7 p. m. 
[Received 7: 20 p. m. ] 

100. My 96, March 31, noon. Francisco Alves Dos Santos, a Director 

of the Banco Commercial of the State of Sao Paulo, has been appointed 

today by President Vargas Director of Exchange of the Bank of 
Brazil and will take over his new office on Monday. He is well known 

“Sumner Welles. 
* See letters exchanged between the Brazilian Minister for Foreign Affairs and 

the Secretary of State, March 8 and 9, pp. 352-356.
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to the Embassy and informed me confidentially that the new exchange 
policy would be put into effect immediately. | 

Scorren 

832.5151/1357 : Telegram - 

The Chargé in Brazil (Scotten) to the Secretary of State | 

«Rio pz Janeiro, April 9, 19389—7 p. m. 
| | [Received 8:47 p. m.] - 

107. My 100, April 1,7 p.m. The President of Brazil signed on 7 
April 8 decree law No. 1201 * establishing a new exchange policy. | 
The text reads as follows: | : 

“The President of the Republic, using the powers conferred upon 
him by article 180 of the Constitution, decrees: » 

Article I. Liberty for exchange operations is reestablished in the 
terms of this decree law. — . 

Article I. Export drafts, as well as values [securities?] trans- __ 
_ ferred from abroad, will be sold freely to banks established in this 

country which are authorized to conduct exchange operations. . 
Sole paragraph. The bank control (fiscalizacao Bancaria) will sup- 

ply export permits only upon presentation of proof by the exporter to 
show that the respective exchange has been sold in accordance with the 
terms of this decree law. | 

Article III. The banks purchasing export drafts are obligated to 
sell to the Bank of Brazil, on a sight draft on London or New York, 7 
in accordance with the official rate established daily and in money of — 
international acceptance, 30 per cent of the amount of each bill of 
exchange purchased. | 

Article IV. The purchase of exchange for the payment of impor- a 
tations shall also be made in the free market, with the previous author- 
ization of the bank control. | | 

: Article V. The exchange for the payment of importations already 
made and the liquidation of which, in accordance with the regulations 
now in force, is already assured by means of deposit in Brazilian 
money, cannot be purchased in the free market. | | 

Sole paragraph. The payment of these importations will be effected 
by the Bank of Brazil at the rate to which they are entitled. | 

Article VI. Transfers abroad, other than those issuing from import 
trade, may only be made through the Bank of Brazil. 

Article VII. Foreign tourists shall sell freely to the banks, bank- 
ing or exchange first, the amounts of their letters of credit, ‘travellers’ 
checks’ or foreign currency, and may reexchange the national money 
should they so desire. The funds made available in this manner to the 
banks, banking or exchange firms, must be applied by them exclusively 
in the sale of drafts, letters of credit, payment orders or money, to 
persons duly authorized to purchase same by the bank control for 
purposes of travel or living expenses abroad. 

Sole paragraph. Such operations must be entered separately and 
reported daily to the bank control. 

“Brazil, Colecdo das Leis da Republica dos Estados Unidos do Brasil de 1989 
(Rio de Janeiro, 1939), vol. rv, p. 71.
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Article VIII. Exchange operations in compensated currencies will 

continue to be handled exclusively by the Bank of Brazil which shall : 

alter its quotation in accordance with the fluctuations in the free 
~ market. | | 

Article IX. With the exception of the Bank of Brazil, banks may 

- | not maintain ‘bought’ exchange needs beyond the limit to be fixed 
Be by the bank control. | - 

| Article X. The amount collected by the Bank of Brazil in accord- 
ance with the terms of article No. ITI, will be placed at the disposition 

, | of the Government, being utilized to meet the necessities of the public 
administration. | 

Article XI. There is maintained the tax created by paragraph No. 
9, article II of decree law No. 97 of December 23, 1937,47 and subse- 

- quently modified by decree law No. 485 of June 9, 1938 ** and 1170 of 
March 23, 1939.*° | 

Sole paragraph. This tax will also be imposed on transfers relating 
| to obligations of the public administration. | 

a _ Article XII. The present decree law will take effect on the date of | 
| its publication, all provisions to the contrary being revoked. 

| | Rio de Janeiro, April 8, 1939. Signed Getulio Vargas, Arthur de 
| Souza Costa.” - | | | | | 

a Please inform Department of Commerce. | 

Oo | | _ Scorren 

| 882.5151/1358: Telegram | a | | 

| | The Chargé in Brazil (Scotten) to the Secretary of State 

| a oo | Rio DE J. ANEIRO, April 10, 1939—noon. 

| / [Received 1: 45 p. m.] 

| 109. My 107, April 9,7 p.m. The Director of the Exchange of the 
Bank of Brazil informs me that the official rate for the purchase of the 
30% of export drafts referred to in article III of decree law No. 1201 is 
16.500 milreis. Banks may purchase future export drafts but cannot 
sell future exchange for importations. Commercial banks will grant 
spot exchange for current importations. Banks may not maintain 

“bought” exchange position in excess of $5000 for 24 hours. 

Commercial banks as yet have not quoted rates for the purchase of 

the 70% of the export bills nor for the liquidation of import bills but 
it is believed that the rates will be known late today. 

The decree law took effect today. 
Please inform Department of Commerce. 

} Scorren 

“ Brazil, Colecdo das Leis da Reptblica dos Estados Unidos do Brasil de 1937 
(Rio de Janeiro, 1988), vol. m1, p. 434. | 

* Brazil, Colecdo das Leis da Reptblica dos Estados Unidos do Brasil de 1938 

(Rio de Janeiro, 1939), vol. 11, p. 241. 
” Brazil, Colecdo das Leis da Reptiblica dos Estados Unidos do Brasil de 1939 

| (Rio de Janeiro [1939?]), vol. u, p. 127.
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832.5151/1859 : Telegram | - 

| The Chargé in Brazil (Scotten) to the Secretary of State 

| | | Rio DE J AnErRo, April 11, 1939—noon. 
_ [Received 1:40 p. m.] 

110. Embassy’s telegram 107, April 9,7 p.m. Referring to article | 
No. 8 of the exchange decree law Aranha informed me this morning 
that the Government had found it necessary to increase from 10%, as 
agreed in Washington, to 30%, the Government’s share of export 
drafts. He explained this was on account of the international situ- Oo 
ation and furthermore in order to enable the Government to build a 
up a reserve to be used in making a payment on Brazil’s dollar bonds. | 

| - | | Scorren | 

| 882.5151/1860: Telegram : - 

The Chargé in Brazil (Scotten) to the Secretary of State 

| Rio pz Janero, April 11, 1989—6 p. m. 
- [Received 6: 05 p. m. | 

112. In conversation today with Aranha and with the Exchange | 
Director of the Bank of Brazil both informed me that as soon as the 
acceptance credits of $19,200,000 agreed upon at Washington are avail- 
able, prompt action will be taken to clear up American exchange ar- 7 
rears. In view of this present cooperative attitude on the part of 
the Brazilian authorities, I think it would be well to make these accept- | 
ance credits available to the Bank of Brazil without further delay. 

I venture to suggest the Embassy be advised by telegraph asto when _ 

these acceptance credits will be opened. 
ScoTren 

832.5151/1357 : Telegram 

The Secretary of State to the Chargé in Brazil (Scotten) 

| Wasuineton, April 11, 1939—6 p. m. 

57. Your 107, April 9, 7 p. m., and 109, April 10, noon. Compari- 
son of the text of decree-law no. 1201 with the draft decree-law fur- 
nished the Department by Aranha, a copy of which was transmitted 
to the Embassy with instruction no. 307 of March 9, 1939,” indicates 
three principal differences: 

1. The proportion of export drafts which must be sold to the Bank | 
of Brazil at the official rate has been increased from 10 to 30 per cent. 

® Not printed; this instruction merely transmitted the notes of March 8 
and 9 exchanged between the Brazilian Minister for Foreign Affairs and the 

Secretary of State, and related memoranda (832.51/14382).-
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2, Article 9 of Aranha’s draft, prohibiting the Bank of Brazil from 
maintaining a bought position in compensation currency, has been 
eliminated. 

8. Article 11 of Aranha’s draft regarding non-commercial exchange 
transactions has been eliminated. | 

It is also noted that the initial official buying rate has been set 
at 16.500 milreis, whereas it had been the Department’s understand- 
ing that this buying rate would be established initially at the going 
rate, or 17.300 milreis. : 

Can you inform the Department why these changes have been made, 
and if it is the intention of the Brazilian Government to devote the | 
additional 20 per cent of official exchange to external debt service and 

, the transfer of earnings? In connection with the latter, reference is 
| _ made to Section 1 of the letter of Aranha to the Secretary of State, 

_ dated March 8, 1939,°* and to the memorandum * regarding the inter- _ 
| pretation of Article 11 of the draft exchange decree, as regards the 

, transfer of earnings of investments in Brazil of United States citi- 
_ zens, which was transmitted to you with instruction no. 307 of 

March 9. | | | 
_ Please inform the Department also what buying and selling rates 
for compensation marks are being maintained, with especial reference 

| to the understandings indicated in the memorandum of February 17, 
- 1939,°* which was also transmitted with instruction no. 307 of March 9. 

Moreover, please inform the Department regarding movements of — 
the “free” buying and selling rates for dollars. 

Your telegram No. 110, just received, refers only to the first point —_ 
mentioned above. ) 

| Hoi 

832.5151/1361 : Telegram 

The Chargé in Brazil (Scotten) to the Secretary of State 

Rio pz Janerro, April 12, 1939—1 p. m. 
[Received 2:49 p. m.] 

113. Department’s 57, April 11, 6 p.m. Supplementing Aranha’s 
statement in my 110, April 11, noon, the Director of Exchange this 
morning informed me that it was found necessary to increase the pro- 
portion of the Government’s share of exchange derived from export 
drafts from 10% to 30% because it was decided that 10% was inade- 

quate based upon last year’s official remittances which amounted to 
9,549,998 pounds. This amount isroughly 17% of Brazil’s total exports 
in 1938, which amounted to approximately $295,000,000. Moreover it 

5 Ante, p. 352. 
? Not found in Department files. 
*Not printed.
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was deemed advisable to establish a reasonable reserve fund for govern- 
mental purposes. The Director informs me in confidence that the 
Government may allocate part of the reserve fund for remittances of 
earnings and dividends. | 

Although the Bank of Brazil has not fixed a limit for its bought 
position on compensation marks, the Director informs me that it is his 
intention to maintain the position at a safe level for normal trading 

| operations with Germany. With respect to the compensation mark | 
- situation the Director states that the bank has now adopted the follow- 
ing policy: The Bank of Brazil will maintain the monopoly and will 

| allow German banks to purchase compensation marks only for the 
liquidation of their own collections and all transactions will be subject 
to the control of the Bank of Brazil. The Director states that he has | 
issued instructions to alter the quotations on compensation marks in 
accordance with the fluctuations of exchange of international accept- — 
ance on the free market. Although the German banks are now quoting 
a selling rate of 6 milreis and a buying rate of 5 mil 500 reis for com- | 
pensation marks, the Director states that he will take steps at once to | 
bring these quotations into line with the policy outlined above. 

The Director of Exchange is entirely disposed to allocate exchange 
for the remittance of dividends and earnings when the exchange posi- 
tion of the bank permits. The Director has called for a statement of 
the actual amount of arrears of earnings and dividends now due to 
American companies operating in Brazil. At my suggestion the | 
Director will today receive the manager of the local subsidiary of the 
American and Foreign Power Company to discuss their exchange : 
problems, 7 | | 

‘The Director states that the Government decided upon an official 
buying rate of 16.500 milreis in order to acquire at this lower rate | 
exchange for official requirements of the Government. It appears to | 
the Embassy that an official selling rate for dollars based in part upon 
the official buying rate of 16.500 milreis is more advantageous to Ameri- 
can exporters than the former rate of 17.300 milreis. For example, 
today banks are selling dollars in liquidation of import bills at 18.500 
milreis exclusive of the 5% tax. If the official buying rate were © 
17.300 the selling rate in the free market for dollars for payment of 
imports would be increased correspondingly. 

On the day the decree law went into effect firms offered export drafts 
on the free market at 19 milreis and gradually reduced quotations to 
18 milreis yesterday. The milreis firmed today with banks buying | 
70% of export drafts at from 18.300 to 18.400 milreis and banks are 
selling dollars for the liquidation of import bills at from 18.420 to 
18.500 milreis exclusive of the 5% tax. 

ScoTTen
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832.5151/1360 : Telegram ae re 

. Phe Secretary of State to the Chargéin Brazil (Scotten) 

BF Wasuineron, April 14, 1989—8 p. m. 

«#8. Your 112, April 11,6 p.m. Export-Import Bank is preparedto 

make acceptance credits available promptly on receipt of advices re 
allocation of total amount $19,200,000 among commercial banks. which | 

7 are to conduct actual operations. In this connection Export-Import 
| Bank has been awaiting reply to Mr. Pierson’s * letter of March 16th 

| to Dr. Souza Dantas * and cablegram of March 21*toBancodoBrasil 

| (Satelgeral). Upon receipt of such advices the Export-Import Bank = 
will notify the agent commercial banks, which will in turn transmit 
individually by airmail to the Banco do Brasil the final details of the 
arrangement. | ee 

| Terms of arrangement are substantially as follows: Banco do Brasil — 
is to draw on designated. banks within amounts separately allotted 
drafts of a tenor not exceeding three months sight signed by duly 

7 authorized officers and for individual amounts to be specified by the 
| _ drawees. Said drafts are to be accepted by the drawees and there- 

after discounted by them at the rate of 3.6% per annum proceeds being 
held at disposal of Banco do Brasil. One day prior to maturity of 

| - acceptances Banco do Brasil to pay not less than 10% of face 
amount in cash and present a renewal draft for balance for acceptance 
and discount. One day before maturity of renewal acceptance Banco 
do Brasil is to pay a further 10% or more of amount of original draft 
in cash and present another renewal draft for balance for acceptance. | 
and discount. And so on except that the cash payment at time of 

| seventh renewal is to be not less than 20% of amount of original draft, | 
oe leaving assuming no augmentation of payments 20% for the final draft. 

Thus all drafts would be liquidated in full within 2 years. No original 
draft may be presented for acceptance after June 30 of this year and 
no renewal draft after March 30, 1941 it being understood and agreed 
that all acceptances shall be retired on or before June 30, 1941. 

The proceeds of these acceptance credits are, of course, to be used 
by the Banco do Brasil only for the purposes envisaged in the exchanges 
of letters with Aranha at Washington. uO 

ULL 

832.5151/1361:: Telegram 

The Secretary of State to the Chargé in Brazil (Scotten) 

Wasuineton, April 14, 1939—9 p. m. 

59. Your 113, April 12,1 p.m. Reference is made to the exchange 

arrangements mentioned in Section 1 of the letter of Aranha to the 

* Warren L. Pierson, President, Export-Import Bank of Washington. 
© Not found in Department files. 
Marco de Souza Dantas, official of the Bank of Brazil.
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- Secretary of State, dated March 8, 1939,5? and described in more detail : 
in the documents transmitted to the Embassy with instruction no. 307 
of March 9, 1939.° , es | 

_ _It is the Department’s position that, while minor modifications were 
of course expected, it was anticipated that no important changes would 

| be made without prior discussion. The Department is of the opinion 
that the increase from 10 to 30 percent in the proportion of export | 
drafts which must be sold to the Bank of Brazil at the official rate is 

| of considerable importance. Nevertheless it feels that the present 
situation is acceptable if the increased yield is devoted primarily to 
external debt service and transfer of earnings. We feel that the Bra- 
zilian government should keep us fully and currently informed as to ) 
the disposition of this officialexchange. __ | 
Regarding transactions in compensation currencies, the Depart- 

ment assumes that the understandings indicated in the memorandum 
of February 17, 1939,°* will be carried out in substance. — - | 
‘Concerning the penultimate paragraph of the Embassy’s telegram, 

the Department, although it is not of the opinion that the point must 
be pressed further, fails to agree with the Embassy’s argument. 
Since the spread between the official and free buying rates is not fixed, 

_ the free rate being a market rate, it would be expected on purely 
theoretical grounds that if the official buying rate were 17.300 milreis, 
the free buying rate would be slightly lower than 18.300 to 18.400, 
and the free selling rate correspondingly decreased. . 

832.5151/1363 : Telegram . 

The Chargé in Brazil (Scotten) to the Secretary of State 

Rio pe Janztro, April 17, 1939—5 p. m. 
| | [ Received 6 : 04 p. m.] 

119. Embassy’s 103, April 5, 2 p. m.** The Bank of Brazil closed 
exchange today for maturities and daily quotas for February 16. 

A circular issued today by the Bank of Brazil authorized an in- | 
crease in the commercial banks “bought” position in free exchange 
from $5000 to $10,000 daily. Authorization is now given for the 
closing of future exchange for (a@) merchandise already imported 
(stocks), within the limits for daily quotas now established, and, (0) 
a maximum of 2,000 pounds (also daily) for remittances without 
drafts (open accounts). 

Commercial banks are purchasing 70% of export drafts at 18.350 
milreis to 18.420 milreis and selling free exchange for payment of 

7 Ante, p. 352. 
* Not printed.
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import drafts as 18.500 milreis to 18.550 milreis. The Bank of Bra- ; 

| zil has increased the selling rate for compensation marks from 6 

~ milreis to 6.100 milreis and the buying rate from 5.500 milreis to 5.700 

milreis. In this connection the Director of Exchange informs me | 

| in confidence that the Bank of Brazil has effected a substantial reduc- 

tion in its “bought” position so that today it amounts to only 3,723,226 

compensation marks. | | 
| | ScoTreN | 

| 832.5151/1363: Telegram | an 

The Secretary of State to the Chargé in Brazil (Scotten) | | 

| | Wasuineron, April 20, 1939—4 p. m. 

65. Your 119, April 17, 5 p.m. and previous correspondence. Ref- 

; erence is made to points 4, 5 and 6 of the memorandum of February 

: 17, 1939, regarding transactions in compensation currencies which 

| was transmitted to the Embassy with instruction no. 307, March 9, 
1939.2 The Brazilian representatives agreed that the cross selling _ 

rate between the compensation mark and the dollar should be main- 

tained at not greater than 2.95 compensation marks to the dollar, and 

further agreed in principle that an attempt should be made to retain _ 

| the existing spread between the buying and selling rate of the com- 

pensation mark, exclusive of tax, of 814 percent of the selling rate, 
but stated in the event that it seemed advisable they would wish to 
feel free to amend policy in the latter matter, discussing the subject 
with us. | 

The Department notes that the present cross rate between the free 
gelling rate of 18.500 milreis to the dollar and the selling rate for com- 

'. pensation marks of 6.100 milreis is 3.03 compensation marks to the 
dollar. The spread between the selling rate of 6.100 milreis and the 
buying rate of 5.700 milreis for compensation marks is 6.6 percent. 
The Department assumes that the understandings regarding trans- 

actions in compensation currencies will be carried out in substance, but 
places at the discretion of the Embassy whether or not to take these 
specific points up with the Minister for Foreign Affairs. The Depart- 
ment notes with interest that there has been a substantial reduction in 
the Bank of Brazil’s bought position in compensation marks. 

Please inform the Department, but without, however, bringing the 
matter in any way to the attention of the Brazilian Government, 
whether any progress is being made towards the establishment of a 
Central Reserve Bank and whether there are any indications that the 
Brazilian Government will request a loan of gold such as was envis- 
aged in the recent arrangements. 

Ho 

° Neither printed.
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882.5151/1868 : Telegram 7 | 
Lhe Ambassador in Brazil (Caffery) to the Secretary of State = 

a Rio pe Janeiro, April 21, 1939—1 p. m. 
| - [ Received 2: 07 p. m. | 

126. Department’s 65, April 20,4 p.m. The Director of Exchange 
informs me that he intends gradually to bring the cross selling rate _ 
between the compensation mark and the dollar and the spread between 
the compensation mark and the dollar into line with the agreements 

| arrived at.in Washington. He would not make a definite promise as | a 
to when this will be accomplished as he states that the bank wishes | 
to avoid perturbing rudely trade between Brazil and Germany and | 
working hardships on Brazilian firms who already have contracts for 
purchases of German merchandise. (In my opinion a contributing 

_ factor is the strong pressure of the Sao Paulo cotton interests to pro- 
tect their sales in Germany) the Director assured me that he will con-_ | 

_ tinue to maintain a strict control of the commerce between the two ae 
| countries and to prevent the Banco do Brasil’s “bought” position from ) 

becoming too large. | OO 
_ Commercial banks are purchasing export drafts on the free market 
at 18.740 to 18.750 and selling free exchange for payment of import — 
‘drafts at 18.900 to 3 milreis. | 

_ The selling rate for the compensation mark remains at 6.100 and the | | 
. buying rate at 5.700. — | | 

While I understand that the question of the Central Reserve Bank - | 
is being studied no great progress appears to have been made and 
from present indications the Brazilian Government will not request 
the loan of gold in the near future. | 

| CaFFERY 

832.5151 /1874: Telegram | 

Lhe Ambassador in Brazil (Caffery) to the Secretary of State 

Rio pz Janerro, May 4, 1939—noon. 
[Received 2: 30 p. m.] 

135. My 118, April 17,4 p.m.” The Director of Exchange informs 
me that the Bank of Brazil has not yet received letters from the First 
National Bank and the Continental Illinois Bank both of Chicago, and 

| the Guaranty Trust Company of New York, confirming their par- 
ticipation in the 19,200,000 dollar acceptance credit; also that the 
letter from the Chemical National Bank of New York in this respect 
is incomplete. The latter bank did not transmit the original and one 
copy of its agreement with the Bank of Brazil. When these letters 
are received here the bank will proceed to liquidate the American 
arrears. 

© Not printed.
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| - The Director assures me that the bank will modify the exchange | 

policy to permit the purchase of future exchange and the opening of = 

| credits. This will be of great assistance to American exporters. — oe 

| a OS | | | CAFFERY = 

7 —832.5151/1374 : Telegram . DO oe | 

The Secretary of State to the Ambassador in Brazil (Caffery) 

| 3 to fo . Wasuineton, May 6, 1989—noon. 

a 9%. Your 135, May 4, noon. The two Chicago Banks state they. : 

- mailed letters to the Banco do Brasil on April 25. The Chemical = 

| _ National Bank states that it definitely mailed three copies of its letter 

| in one envelope, but to expedite matters it is forwarding two more | 

| copies. Negotiations with the Guaranty Trust Company are pending | 

and a final determinationisexpectedonMonday. = = | 

| ss gg0.5151/1879: Telegram ee ee 

: The Ambassador in Brazil (Caffery) to the Secretary of State — | 

| | | a Rio vs Janerro, May 9,19389—1 p.m. - 

| | oo | s,s FReceived2:52p.m.Jpo 

150. The Bank of Brazil today closed exchange for maturities and _ 

daily quotas for February 17 and 18. oe ee, 

The Director of Exchange informs me that although he has not © : 

yet received the letter from the Continental Illinois Bank and a final | 

decision regarding the participation of the Guaranty Trust Company 

| he has decided to proceed with plans for liquidating the arrears of 

American firms. If the Guaranty Trust Company continues to reject 

the proposal he will either give their quota of $2,000,000 to a new bank 

or distribute it among the banks already included in the group. Before 

doing so however he will consult the Export-Import Bank. 

The Bank of Brazil’s original estimates of American firms exclusive 

of earnings and dividends totaled $47,000,000. The Embassy pointed 

out that this figure was too high and that it probably included com- 

mercial arrears of other countries which invoice merchandise to Brazil 

in dollars. At the request of the Embassy the Bank of Brazil reex- 

amined the records and is checking with all the commercial banks 

operating in this country. | | | 

The revised estimate of American arrears now approximates 

$96,000,000. The Director of Exchange states that in order to make 

up the difference between the acceptance credit of $19,200,000 and the 

foregoing figure of $26,000,000 the bank will use part of its current 

credits in New York and London which amount to $16,000,000 and 

600,000 pounds (sterling) respectively. :
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The Director states he will send to the Export-Import Bank on 
May 18 a letter outlining the procedure for the liquidation of Ameri- 
can arrears. He states that it is his intention to make a public 
announcement next week both in the United States and Brazil con- 
cerning the payment of American arrears. _ 

_ Please repeat first paragraph to Department of Commerce. 
| - | oe CAFFERY 

832.5151/1379:: Telegram 

ss The Secretary of State to the Ambassador in Brazil (Caffery) — 

| 7 - _ Wasurneton, May 10, 1939—6 p. m. 

80. Your 150, May 9,1 p.m. The Export-Import Bank yesterday | 
telegraphed the Banco do Brasil that the Guaranty Trust Company | 

: has decided not to participate, and requested that its quota be dis- 
tributed to the other banks suggesting the addition of a Cleveland 

| bank to the group. re 
_ The Department notes the difference between the revised estimate of 

American arrears of $26,000,000 and the total of $13,944,000 furnished 
by Dr. Souza Dantas in his letter of March 8, 1939“ to Mr. Warren 
Lee Pierson. It is possible that a portion of this difference represents | 
new arrears resulting from the increased lag in closing exchange for _ 
maturities and daily quotas. Please inform the Department to what 
extent, if any, this is the case, what other explanations there may be 
for the difference, and whether the foreign dollar and sterling balances | 
of the bank have increased correspondingly over the last 2 months — 
or so. ae | 

832.5151/1381.: Telegram . 

The Ambassador in Brazil (Caffery) to the Secretary of State 

Rio vg J AnErRO, May 11, 1939—5 p. m. 
| - [ Received 5: 53 p. m. | 

156. Department’s telegram 80, May 10, 6 p.m. The Bank of Brazil 
has transferred to the National City Bank of Cleveland the quota of 
$2,000,000 originally allotted to the Guaranty Trust Company. 

The Director of Exchange informs me that the difference between 
the revised estimate of American arrears of $26,000,000 and the total 
of $13,944,000 furnished by Dr. Sousa Dantas in his letter of March 
8, 1939," to Warren Lee Pierson chiefly represents new arrears result- 
ing from the increased lag in closing exchange for maturities and 
daily quotas. My opinion is that Dr. Sousa Dantas’ figures were too 

* Not printed.
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- .- Jow. +The Bank of Brazil is still checking the records of commercial 
| banks in order to ascertain the true amount of American commercial | 

arrears and the Director of Exchange is of the opinion that the final 
figures may be lower than $26,000,000. | ) 

| The foreign dollar and sterling balances of the bank have increased 
correspondingly over the last 2 months, mainly because of the seasonal 
sale in free foreign exchange of the Sao Paulo cotton crop. | 

| a | CAFFERY 

832.5151/1380: Telegram an | ae 

The Ambassador in Brazil (Caffery) to the Secretary of State a 

| | - Rio ps Janemo, May 11,1939—6 p.m. > 
| - | [Received 6: 04 p. m.] : 

157. As the Department is aware the Bank of Brazilhasnot granted __ 
exchange for a number of shipments of merchandise imported into 
Brazil before September, 1937, by firms operating on open accounts 

| and daily quotas. The Embassy has constantly reminded the Bank of 
| Brazil of the importance of allocating this exchange. Today the 

Bank authorized purchases in the free market of exchange covering 
importations cleared through Brazilian customhouses before Septem- — 

| ber, 1937, and for which exchange has not yet been granted. Inas- 
tmouch as these transactions are limited to firms operating on daily 

| quotas and open accounts, the Bank has decided to increase their daily 
quotas by 1000 pounds each until the firms’ arrears are liquidated. 

| _ Firms must present proof of actual importation and sale of merchan- 
dise in Brazil. | oe 

Please inform Department of Commerce. | OC 
CAFFERY 

832.5151/1384 : Telegram 

The Ambassador in Brazil (Caffery) to the Secretary of State 

Rio pz JaNneEtrO, May 138, 1939—1 p. m. 
[Received 4:21 p. m.] 

160. Department’s 80, May 10,6 p.m. The Bank of Brazil today 
took steps to liquidate exchange arrears of American firms by for- 
warding to the participating banks into the United States 90-day sight 
drafts corresponding to the credit allotted to each bank, and a letter 
outlining the procedure for liquidating the arrears. The chief points 
of the letter are summarized as follows: | 

The American banks will confirm by telegraph to the Bank of Brazil 
the actual opening of the credits on May 22nd. Bank of Brazil will 
release to the press in Brazil and the United States the following | 
notice:
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“The Bank of Brazil offers to liquidate promptly all pending col- 
lections covering merchandise of American origin for which milreis oo 
have been deposited subject, however, to a discount of six-tenths of 1 
percent. If the American exporter does not wish to take advantage 
of this offer the Bank of Brazil will liquidate said deposits by 60 days | 
exchange contracts without discount (interest charge). The ‘American 
exporters who avail themselves of the offer of prompt liquidation of 
their collections are requested to take immediate steps to issue the 
necessary instructions of their respective collecting banks. If said 
instructions are not received by the collecting banks within a period 
of 20 days from the date of this announcement, the Bank of Brazil will | 
reserve the right to liquidate these collections by means of 60 days 
exchange contracts.” | 

: Although the foregoing notice refers only to collections (drafts) not - 
covered by exchange contracts, the Director of Exchange informs me 
that similar treatment will be accorded to the deposits of firms operat-. | 
ing on daily quotas and open accounts for which contracts have not 
yet been granted. | | oO a | 

On the same date the Bank of Brazil will advise holders of exchange 
contracts here that it will liquidate the contracts by sight draft on 
American banks subject, however, to interest charge correspondence 
3.6% per annum. The holders of the contracts (chiefly firms operat- 
ing on open account and daily quota) will have 10 days in which to — 

| accept or reject the offer. If they reject it they will receive exchange 
upon maturity of the contracts. It is understood that the Bank of 
Brazil will liquidate arrears on the basis of the exchange rate and the | 
exchange tax in effect at the time of the deposit of the milreis. | oO 

Bank of Brazil states definitely that it must impose an interest | 
charge correspondence 3.6 per annum. The Director states that 
although the acceptance credits will cost Bank of Brazil 4.86% over 
a period of 2 years it is willing to restrict the charge to the basis of __ 
3.6% per annum for all American arrears. | | 
The Director states that the interest charge will not apply to the 

drafts of American companies under $1000 for which no exchange 
contracts have been granted but he does not want to disclose this 
information. I repeat that the plan refers only to American arrears. 

Please inform Department of Commerce. | 
| CaFFERY 

. 882.5151/1890 : Telegram - 

The Secretary of State to the Ambassador in Brazil (Caffery) 

WasHIneron, May 22, 1939—4 p. m. 
94. The Export-Import Bank has informed the Department that 

the Bank of Brazil proposes to charge six-tenths of 1 percent to Amer- 
ican exporters who receive immediate payment of their claims. 

293800—57-—_26 | |
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_ This has disturbed the Export-Import Bank inasmuch as it was not 

| - contemplated at the time the credit was arranged that such charges | 
would be made. After full consideration, however, the Bank has con- | 
cluded that no complaint should be lodged with the Bank of Brazil 

| on this ground. You may, however, when appropriate occasion pre- _ 
: sents itself, indicate informally to officials of the Bank and of the 

Government the disappointment of the Export-Import Bank. 7 | 
_ For your information the basis of the Bank’s decision not to make 
any complaint is that the six-tenths of 1 percent for 60 days is equiva- 

a lent to 36 percent per annum, which is what it costs the Bank of 

| - Brazil to make the cash immediately available. In addition, the funds | 
| now advanced will go to shippers who made sales with the full knowl- 

: edge that exchange was being provided upon a delayed basis and who : 
| undoubtedly made provision therefor in their prices. Oo 

| —--882,5151/1391 : Telegram Oo a 

© The Ambassador in Brazil (Caffery) to the Secretary of State 

oe ee  Rropre Janero, May 24, 1989—1 p. m. 
| a oo. _ [Received 2:16 p. m.] | 

171. My 160, May 18, 1 p. m., Department’s 94, May 22, 4 p. m. 
The Embassy has finally been able to persuade the Director of Ex- 
change that the Bank of Brazil should not collect the discount of 0.6 
per cent (six tenths of 1 per cent) in liquidating deposits for pay- 

- ment of merchandise of American origin made from February 19 to 
_ April 8 inclusive for which exchange contracts have not been granted. | 

This decision which becomes effective at once applies to all deposits 
_ whether for collections, open accounts or daily quotas. The Bank 

has instructed its agencies in Brazil to liquidate promptly all of these 
obligations. This ruling does not affect the payment of exchange con- 
tracts already allocated which the Bank is now paying subject to an 
interest charge corresponding to 3.6% per annum. 

Please request the Export-Import Bank to notify the 12 partici- 
pating banks of this decision and the Department of Commerce to ad- 
vise exporters through its district offices. | 

| CAFFERY 

§32.5151/1392 : Telegram 

The Ambassador in Brazil (Caffery) to the Secretary of State 

Rio pe J anetro, May 27, 1939—1 p. m. 

| - [Received May 27—11: 30a. m.] 

- 179. A list of American arrears is proceeding satisfactorily and the 
Director of Exchange informs me that all American arrears not cov- 
ered by exchange contracts will be paid in full before the middle of 

June.
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The Bank of Brazil has instructed its agency in Bahia to suspend 
the purchase of German compensation marks in payment for cocoa 
for exportation to Germany. This decision was made after the bank 
received notice that German firms had contracted for 240,000 bags of 

| Bahia cocoa. (Director of Exchange suspects that the German firms 
intend to dispose of most of this cocoa in other countries.). | | 

Please inform Department of Commerce. Se 
| 7 | . CAFFERY | | 

832.5151/1405a: Telegram - | | 

) The Secretary of Siate to the Ambassador in Brazil (Caffery) | 

re -—,- Wasutneron, June 26, 1939—7 p. m. 
| 119. Your 197, June 22,2 p.m.” The Department would find the | 

following information important in its study of Brazilian exchange — 
| developments: = a . 

_ 1. What use is being made of the 30 percent of exchange acquired 
by the Bank of Brazil at the official rate? How much exchange has’ a 
been acquired in this manner, and how has it been utilized? How © | 

much of this exchange is left at the disposition of the authorities? | 
Are transfers of earnings and interest being made out of these foreign | 

| balances? If so, at what rates are the foreign balances being sold for 
| thesepurposes? a a 

2. Have the American commercial arrears all been cleared up, 

and are commercial payments to Americans now.on a current basis? 
_ Please transmit by airmail a statement of the arrears cleared up, indi- 

cating whether they represented deposits for collections, open accounts, 
or daily quotas, for which exchange contracts had not been granted, or 
the payment before maturity of exchange contracts already allocated. 

| Please indicate the names of the holders of, and amounts of, the major 
arrears balances liquidated. a on 

3. What has been the effect of the Sio Paulo cotton sales upon the , 
compensation mark balances of the Banco do Brasil ? | 

| | | | Huu 

832.5151/1406 : Telegram oe oe, | 

The Ambassador in Brazil (Caffery) to the Secretary of State 

a Rio ve JANE, June 30,1939—3.p. m. 
| [Received 8: 05 p. m.] 

| 204. Department’s 119, June 26, 7 p.m. | | : 
1. It 1s estimated that the 30% of exchange acquired by the Bank 

of Brazil at the official exchange rate which will approximate 

®@ Ante, p. 359.
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| $75,000,000 annually has already produced $15,000,000. The present 

| unexpended balance of the latter figure amounts to $2,873,000. About 

$50,000,000 may cover all the currently estimated annual official 

exchange requirements of the Government (Embassy’s telegram 118, 

April 12). The balance will be used as a working fund for the Bank 

of Brazil. Since the new exchange regime began the official exchange : 

| requirements of the Government have been averaging about $50,000,- 

000 annually the balance has permitted the Bank of Brazil to check _ 

a sharp breaks in exchange rates without entering the market as the 

_ largest buyer. When expedient the bank also draws on the bal- | 

ance to pay quotas of $360,000 daily (Embassy’s despatch No. 1896, | 

June 26 *). | oe OS | 

| Earning and interest transfers are not regularly made but the bank — ) 

| has in exceptional cases granted exchange for earnings and administra- | 

tive expenses. In some instances it grants weekly quotasand whenthe = 

amounts are small it sells exchange for the entire amount (Embassy’s 

despatch No. 1155 [1255], April 29 and telegram 159, May 13%). 

These remittances are made through the special free exchange market 

and not from the 30% fund of official exchange. The selling rate on the 
: special free market is now 21 mil 850 reis plus a tax of 10%. The Bank 

of Brazil has sanctioned private transactions provided that the foreign 

exchange offered represents new capital for investment in Brazil. In | 

| | such cases the bank receives 30% of the exchange at the official rate 

and imposes a remittance tax of 10%. Such transactions have been 

made recently at rates approximating 25 milreis for the 70%. The | 

Director of Exchange informs me in confidence that the present tax 
of 10% on the special free market will shortly be reduced to 5%, also 
that commercial banks will be permitted to purchase personal checks 
not in excess of $500 each at the buying rate on the special free market. 
This will tend to restrict bootleg operations. The director States that 
commercial arrears of countries other than the United States and Ger- 
many for which exchange has not been closed amount to 15,522,640. 

He intends to expedite the liquidation of these arrears and when accom- 
plished to inaugurate a plan of regular remittances of earnings and 
dividends. The delay in the liquidation of these arrears results from 
current, negotiations with the Bank of Brazil for unfreezing agree- 

ments similar to the American agreements. 
9. American commercial arrears have been cleared up although some 

of the drafts are still en route to the United States. Commercial pay- 
ments are being made to Americans on a current basis. The director 

again informs me that a detailed statement of the settlement of Amer- | 

* Not printed. . 
“Neither printed.
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_ lean arrears as described in the second paragraph of your telegram 
will not be available for about 15 days because of the delay in receipt 
of information from banks in remote parts of the country (Embassy’s 
despatch No. 1339, June 2 and 1346, June 5), | 

3. On June 1 the Bank of Brazil’s “bought” position in compensa- 
tion marks amounted to 3,400,000 compensation marks. During [ap- 
parent omission] German firms purchased approximately 36,000 metric 
tons of Sao Paulo cotton with the result that on June 29 the “bought” 
position reached 15,985,488 compensation marks (Embassy’s telegram 
189, June 12 and despatch No. 1359, June 12 %). The director in- | 
formed me that the cotton will be exported in such a way as to allow 
the market to absorb the compensation marks and reduce the risk of 
the bank. | | 

CAFFERY 

832.5151/1407 : Telegram 

Lhe Ambassador in Brazil (Caffery) to the Secretary of State | 

Rio pz Janero, July 4, 1939—11 a. m. OO 
| | | [Received 11:15 a. m.] 

210. Reference my telegram No. 204, June 30, 3 p.m. A decree _ 
promulgated July 3 reduces the tax on exchange remittances for pay- 
ment of other than import bills from 10 to 5 percent. Hereafter all ! 

| remittances will be subject to a uniform tax of 5 percent. - 
| oO | CAFFERY 

832.51/1550 : Telegram 
| 

The Ambassador in Brazil (Caffery) to the Secretary of State 

| Rio pe Janzrro, August 7, 1939—2 p. m. 
[Received August 7—1:25 p. m.] 

238. The Bank of Brazil is today sending to the commercial banks 
participating in the 19,200,000 dollar acceptable credit the first renewal 
drafts and instructions to pay 10 percent of the face amount of the 
original credit in accordance with the terms of the arrangement. 

The Director of Exchange informs me in confidence that the Bank 
of Brazil authorized from April 10 to date remittances of approxi- 
mately 3,500,000 dollars for earnings of which 75 percent represents 
profits of American companies granted at the request of the Embassy. 

| CAFFERY | 
© Neither printed. |
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832.5151/1434: Telegram ae | : 7 I 

Phe Ambassador in Brazil (Caffery) to the Secretary of State 

‘Rio pe Janzmo, August 28, 1939—4 p. m. 

| a [Received August 28—3: 05 p.m.]_ | 

269. Owing to the European situation the Bank of Brazil is restrict- 

ing the purchase of exchange to dollar export bills. The bank is sell- 

| - ing dollar exchange at 19 milreis 950 for dollar collections received by 

jt and for daily quotas. Firms applying for other exchange for the 

liquidation of import bills are requested to deposit milreis at the rates — 

in effect on August 24 or purchase from other banks at prevailing _ | 

rates. on co | : 

Other banks are restricting purchases to actual requirements. They 

are paying 19 milreis 950 to 20 milreis for export bills and selling 

| dollar exchange for their own collections at approximately 20 milreis 

| 150. | | | 

The Director of Exchange informs me that the bank’s position in 

pound is just about equal to the current unpaid obligations in pound. | 

Also that the bank’s position in German compensation marks is 

| approximately 7,400,000 compensation marks and that in the event | 

| of war the bank could liquidate this position without loss. — 

| | - _  ., CAFFERY | 

| 832.5151/1448: Telegram | i 

: The Ambassador in Brazil (Caffery) to the Secretary of State — 

| | Rio pe Janztro, September 9, 1939—5 p. m. 

| _ [Received September 9—2: 50 p. m.] 

317. The expected switch in orders to the United States is very 

noticeable. The principal obstacle is the exchange of cash in the | 

United States before shipment. This is further complicated by Bra- 

zilian exchange regulations. — 

In view of the number of appeals received by the Embassy from 

Brazilian importers, the Embassy today discussed this matter with 

- the Director of Exchange and obtained an important concession. 

Although the banks are permitted to open credits abroad (my tele- 

gram number 251 of August 17, 1939) they are reluctant to do so 

because the Bank of Brazil is not guaranteeing the delivery of future 

exchange. The Director of Exchange now assures me that the bank 

will close future exchange for credits opened in the United States for 

the purchase of essential products. This action will facilitate pur- 

chases of steel products, chemicals, pulp, et cetera formerly imported 

from European countries. Each case will be decided upon its own 

merits. 

* Not printed.



| - | : BRAZIL | 401 
The bank has also resumed the sale of future exchange for payment | | 

of merchandise cleared through Brazilian customhouses. | 
The exchange balance of the bank now approximates $7 200,000, 

The bank continues to fix the buying and selling rates for dollars at 
_ milreis 19.830 and milreis 19.980 respectively. Exchange operations ~~ 

are normal, oS | | ae - a 

, a 7 7 _ CaFrrery. | - 

. 832.5151/1445: Telegram. 7 = | re . : ce | | 

Lhe Ambassador in Brazil (Caffery) to the Secretary of State 

| | Rio ve JANEIRO, September 16, 1989—7 p. m. 
| | a [Received September 16—6 : 58 p. m.] 

| 829. The exchange situation is very favorable. There is adequate 
cover for prompt payment of imports from the United States and as 
a result of the sharp increase in sales of export bills and the current | 
decline in the import trade the Bank of Brazil is augmenting its re- 7 
serve of foreign exchange. Banks are buying export bills at milreis __ 

: 19.780 to milreis 19.880 (and selling at milreis 19.980). The milreis — 
continues to firm on the curb market with purchases reported at mil- 
reis 21.700 to milreis 22.0. oo ee, | | 

‘The foreign exchange balance of the Bank of Brazil on Septem- | , 
ber 15, amounted to $16,792,000 as compared with approximately 
$7,000,000 on August 31. — | | oO | 

The bank continues to liquidate the “bought” position [in] Ger- | 
man compensation marks. The balance on September 15, amounted 
to 5,450,000 compensation marks. | 

CAFFERY 

882.5151/1454: Telegram | 

Lhe Ambassador in Brazil (Caffery) to the Secretary of State | 

| Rio ve Janerro, October 3, 1939—4 p. m. , 
| [Received October 3—4 p. m.] 

346. Embassy’s despatch 1768, September 18.8 The Director of the 
Exchange informs me that Bank of Brazil will resume the allocation 
of dollar exchange for remittance of earnings and administrative ex- | 
penses of some foreign (predominantly American) companies operat- 
ing in Brazil. 

CaFFERY 

* Not printed.
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882,515 /1475: Telegram ; | 

oO The Ambassador in Brazil (Caffery) to the Secretary of State 

BS Rio pe JANEIRO, November 7, 19389—2 p. m. | 

a oo an a [Received 3:45 p.m.] _ | 

a 387. The Director of Exchange informs me that in order to provide 

oo equitable treatment in the allocation of exchange for remittance of 

earnings, dividends, royalties, and other items apart from import 

bills, the Bank of Brazil has established classifications and fixed per- 

centages for monthly exchange quotas for these items. Companies 

whose records have been approved by the Bank will receive monthly . 

quotas within the exchange possibilities of the Bank. | 

American companies that have not applied for this exchange should 

do so at once. 

The total allotment for November is approximately $800,000. Here- 

after the Bank will fix the total monthly quota at the beginning of 

each month. ) | | oe 

| Detailed information will be forwarded by air mail. | 
| ae 7 _ _CaFFERY 

| | [Arrears of profits and dividends of American companies were liq- 

| uidated during 1940. In telegram No. 563, November 4, 1940, 3 p. m., 

the Chargé in Brazil reported that the Bank of Brazil would pay the | 

third and final installment, approximately $900,000.00 (882.5151/- 

1590) .] — |



a CHILE» . 
PROVISIONAL COMMERCIAL AGREEMENT BETWEEN THE UNITED | 

STATES AND CHILE, SIGNED FEBRUARY 20 AND 24, 19392 

611.2581/319: Telegram | | | 
The Chargé in Chile (Frost) to the Secretary of State — a 

| Santraco, February 15, 1989—noon. 
_ [Received 1: 55 p. m.] 

33. Referring exchange of notes between Embassy and Chilean oe 
Foreign Office, Embassy [dated?] February 1, 1938, pursuant to 
Department’s telegram No. 18, February 4, 4 p. m.,° regarding pro- : 
visional duration of modus vivendi of January 6, 1938, I have the | 
honor to report that as Chilean Congress has not ratified modus | 
vwendt the latter lapsed on January 31, 1939. Foreign Office entirely 
agreeable that it be promptly signed again, as of February 1, 1939, in 
accordance with concluding sentence of the notes of February 1, 1938 
cited above. Suggest instruction authorizing this at early date. 

| Frost | 

611.2581/819 : Telegram | | 
| The Secretary of State to the Chargé in Chile (Frost) | | 

| . Wasuinerton, February 18, 1939—3 p. m. | 
33. Your 33, February 15. In the absence of the Ambassador you _ 

are authorized to effect a new exchange of notes bearing the date 
February 1, 19389. The texts of the new notes should be the same as 
that of the notes exchanged January 6, 1938 with the following excep- 
tions: | 

A. Omit all of the language in numbered paragraph 7, and insert 
in lieu thereof the following: 

“The present Agreement shall come into force definitively 30 
days after the date on which it is ratified by the Chilean Congress 
and shall continue in force until superseded by a more compre- 
hensive commercial agreement or by a definitive treaty of friend- 
ship, commerce and navigation, or until denounced by the Gov- 

*For previous correspondence, see Foreign Relations, 1938, vol. v, pp. 421 ff. 
*Department of State Executive Agreement Series No. 119, or 52 Stat. 1479. 
* Foreign Relations, 1938, vol. v, p. 480. 
“For text, see Executive Agreement Series No. 119, or 52 Stat. 1479. 
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ernment of either country by advance written notice of not less 

than 30 days.” | | | 

| B. Insert a new paragraph bearing the number 8, and reading as 

follows: , 

“Pending ratification by the Chilean Congress, the present 
Agreement shall come into force provisionally on February 1, - 

1939, and, unless terminated in the manner provided in numbered 

Paragraph 7 of the present Agreement, shall remain in pro- 
visional effect until after the expiration of 1 year, whichever date _ 

occurs first. If the Agreement has not come into force defini- : 

tively after the expiration of 1 year from February 1, 1939, it 

| may within the discretion of both Governments be signed again _ 

, and by this means be continued in provisional effect.” | 

 C. Renumber numbered paragraph 8 so that it will appear as num- 

| bered paragraph 9. | 

The sole effect of the foregoing amendments is to amalgamate the 

texts of the Agreements of January 6, 1938 and February 1, 1938 into | 

- one agreement. | a | 

| | | | How 

/ 611.2581/320: Telegram | 

The Chargé in Chile (Frost) to the Secretary of State 

_ SANTIAGO, February 20, 1939—6 p. m. 

| - [Received February 20—5: 39 p. m.|] 

| 39. Department’s No. 33, February 18, 3 p. m. Foreign Office 

accepts substitute paragraphs and has arranged signature of new 

exchange of notes for noon February 23rd. Foreign Office believes 

that paragraph 6 might well be omitted,’ but is willing to include it 

subject to Department’s desires. 

| | FRost 

[For the text of the provisional commercial agreement, signed 

February 20 and 24, 1939, see Executive Agreement Series No. 144, 

or 53 Stat. 2177. | 

NEGOTIATIONS RESPECTING A TRADE AGREEMENT BETWEEN THE 

UNITED STATES AND CHILE* | 

611.2581/358 

Memorandum of Conversations, by Mr. James O. Sappingion Ill 

of the Division of Trade Agreements 

[Wasuineton,] August 10, 14, 15, and 17, 1939. 

Participants: Sefior Gazitua, Counselor of the Chilean Embassy ; 

Sefior Campbell, Commercial Counselor of the 

‘his paragraph remained in the agreement. 
‘For previous correspondence, see Foreign Relations, 1938, vol. v, pp. 481 ff.
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Chilean Embassy (attended the conversations on 
August 14, 15 and 17); Mr. Hawkins’; Mr. Dug- 
gan * (attended the conversations on August 10); 

: - Mr. Deimel ® (attended the conversations on August 3 
15 and 17) ; Mr. Stinebower ”; Mr. Collado 1: Mr. 

, - Sappington. : 
It was made clear that any informal trade-agreement conversations 

undertaken would be conducted on an ad re Jerendum basis; Mr. Haw- — | 
kins stated that he would report the results of the conversations to the | 
Committee on Trade Agreements, and Sefior Gazitua (who is return- 
ing to Chile at the end of August) indicated that he would report to 
his Government. | | 

It was pointed out that the discussion of a possible trade agreement 
could be divided into three parts: the general provisions, the conces- 
sions which would be requested of Chile, and the concessions which 
we might be able to grant to Chile. It was decided to discuss first : 
Chilean export products to the United States. In this connection, 
it was explained that no commitment whatever could be given regard- 

_-Ing any concession prior to notice and hearings in this country, and 
therefore we could merely indicate those Chilean products which, on 
the basis of preliminary study, might be considered for concessions 
in a trade agreement. Sefior Gazitua expressed interest in all products 
so indicated and, in addition, on the basis of data prepared by the 
Chilean Government, inquired about the possibility of considering | 
tomatoes, celery, processed garlic (later Sefior Gazitua indicated that . 
no garlic in paste, etc. is exported from Chile to the United States), 
cherries, and chick peas. He also inquired as to whether, if it should 
be found that duty reductions could be granted on peaches and prunes, 
such reductions might be considered in the case of peaches for the 
period January 1 to April 15 and in the case of prunes for the period 
December 15 to March 30. After consideration of these inquiries, 

| Sefior Gazitua was informed that evidently imports from Chile into 
the United States of tomatoes and celery (the duty on which was 
reduced by 50 percent from April 15 to July 31 in the United Kingdom | 
agreement) are negligible; that it might be possible to consider 
Chilean chick peas on the basis of size; and that the duty on fresh 
cherries had already been reduced by 50 percent in the Canadian agree- 
ment. Sefior Gazitua was also informed that it would appear that 
consideration could be given to the seasonal periods he suggested in 
regard to peaches and plums if it should be found possible to grant 
concessions on those products. 

Harry ©. Hawkins, Chief of the Division of Trade Agreements. 
* Laurence Duggan, Chief of the Division of the American Republics. 
° Henry L. Deimel, Jr., Assistant Chief of the Division of Trade Agreements. ® Leroy D. Stinebower, of the Office of the Adviser on International Economic 

oe milio G. Collado, of the Division of the American Republics.
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Sefior Gazitua inquired as to the major suppliers to the United 

States of limes and lemons during the period from June 1 to Septem- 

-_ ber 80 and the amounts supplied in that period. He also inquired— 

whether the manganese concession in the Brazilian agreement covers _ 

Chilean manganese; asked about glue for carpenters, the duty on soap 

| bark cut in pieces; and indicated that Chile might be interested in 

baldo leaf. | | a 

Concerning copper, Sefior Gazitua was advised that further study 

| was being given to that product. It was pointed out that the question 

of copper was an involved one and Sefior Gazitua indicated that the 

matter of a possible concession on copper would be largely left to our 

determination. | | : 

Sefior Gazitua indicated that in regard to a number of products, 

which our preliminary studies had not indicated as possible con- 

cession items, Chile was interested only in most-favored-nation treat- 

ment. _ : 

| In regard to the question of tariff concessions by Chile, Sefior 

| Gazitua was informed that we did not contemplate requesting drastic 

duty reductions which would worsen Chile’s exchange position. He 

was informed, however, that the United States would desire an 

improvement in or continuance of existing Chilean customs treatment | 

on such American export products as automotive vehicles and parts, 

rice, lumber, raw cotton, radios, cotton yarn, refrigerators, typewriters, 

etc. 
Sefor Gazitua referred to the possibility of a concession on auto- 

| mobiles on a weight classification basis, (mentioning particularly the 

new Crosley light-weight car), and to the fact that the development of 

| rice production in Chile would make a concession on that product difii- 

cult. In regard to lumber, it was indicated that there were imports into 

Chile of Douglas fir and some imports of Southern pine. Sefior 

Gazitua stated that American typewriters encountered strong compe- 

| tition in Chile from German typewriters and that there is domestic 

production of parts in Chile. He also stated, in connection with cot- 

| ton, that Chile had made tariff quota reductions in cotton cloth (Tacna 

cloth) to Peru. Sefior Gazitua also mentioned that articles, such as 

razor blades and cigarettes, which are now subject to smuggling into 

Chile might be considered as concession items. 

Our position, as embodied in the pertinent general provisions, 

regarding internal and compensating taxes and charges (other than 

ordinary customs duties) imposed on the importation of scheduled 

products, was fully explained. Sefior Gazitua indicated no objection 

in regard to these matters. He stated that Chile has internal taxes 

only on tobacco, liquors and sparkling wines. In regard to the tax on 

tobacco, he said American tobacco was not now accorded equal treat-
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ment with Cuban tobacco and assumed that we would wish this 
adjusted under the internal tax provisions of an agreement. 

The “standard” provisions concerning the bases and methods of 
determining dutiable value in the case of ad valorem rates were dis- 
cussed and Sefior Gazitua requested an informal memorandum setting 
forth this Government’s construction of these provisions. He also 
requested an explanation of the method used by our Treasury in regard | 
to determining the dutiable value of Chilean products subject to ad 
valorem rates. In this connection, he stated that the conversion rate 
used by our Treasury in the case of Chilean products was the Chilean 

_ official exchange rate, which is not used in Chile for commercial trans- 
actions, rather than the higher export draft rate, and that this resulted | 
in the collection of a greater amount of duty on those Chilean prod- 
ucts to which ad valorem rates apply. He also stated that the Chilean 

_ Government now converts currency for duty purposes in terms of the 
gold peso but might wish to change its conversion rate. | 

This Government’s position in regard to quantitative restrictions 
_ was explained at length in general discussion and on the basis of the 

pertinent articles. Sefior Gazitua indicated general concurrence both 
as regards the provisions and the explanation given him as to the | 
method of administering quotas contemplated by those provisions. 

Our position in regard to the imposition of quotas on scheduled 
products was carefully explained and the usual grounds on which 
quotas could be established on such products was outlined. In addi- 
tion it was indicated, subject of course to the ad referendum character 
of the conversations, that an agreement might also permit the estab- 
lishment of quotas for the protection of the exchange value of the 
currency ofeither country. _ 

Sefior Gazitua indicated that Chile had established quotas on a num- 
ber of products and stated that the present Chilean quotas on auto- 
mobiles, while not imposed for any of the reasons which would permit 
a quota under an agreement, were established to benefit American auto- 
mobiles as compared with German automobiles. | | 

It was proposed to Sefior Gazitua that the Chilean Government, | 
under a trade agreement with the United States, change from its pres- 
ent method of controlling imports by means of prior permits and 
exchange rates to a product quota system administered in accordance 
with the quota provisions proposed by this Government, the United - 
States obtaining a proportional share, based on a previous representa- 
tive period, of any quota established. It was pointed out that if this 
method of import control were adopted by Chile quotas could be estab- 
lished on any product, including scheduled products if necessary to 
maintain the exchange value of the Chilean currency. 

Sefior Gazitua stated that a product quota system of this nature 
would mean a restriction of imports of products subject to quotas 
from countries with which Chile has compensation agreements even
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| though compensation currency should be amply available to pay for 

| ‘such imports. He stated, however, that Chile’s compensation agree- — 

ment with Germany is the only obstacle to the suggested method of 

import regulation since it would result in a curtailment of Chile’s 

- exportsto Germany. In this connection he stated that Chilean exports 

of lentils, apples and wine to Germany had increased; that these are 

additional and not diverted exports, and that the increased German 

demand for these products had caused artificially increased production _ 

in Chile. It was pointed out to Sefior Gazitua, that it is considered 

only fair that the control of imports be borne equitably by all supply- 

ing countries. . | | | : 
Although indicating that, under present circumstances, he would 

not recommend the suggested change in Chile’s import control system 

to his Government because he was convinced his Government would not 

accept it, Sefior Gazitua stated that Chile will eventually adopt such © 

system. He stated that he would strongly recommend to his Govern- 

ment that it endeavor to divert Chile’s export trade from compensa- 
tion to free currency countries. Sefior Gazitua said that he realized 
that sales promotion work regarding Chilean agricultural products and 

manufactured novelties would have to be undertaken in this country. | 

Sefior Gazitua referred to the high freight rates on Chilean shipments 

to the United States. 
After discussing the question of exchange availabilities, Sefior Gazi- 

| tua stated that Chile is doing well by United States trade now in the 

matter of exchange. He suggested that a trade agreement contain 

exchange provisions which would assure exchange coverage for normal 

United States exports to Chile, and provide that additional exchange 

would be accorded American products as it became available. This_ 

| formula was objected to because of its bilateral character. . 
Sefior Gazitua later suggested that no exchange provisions be in- 

cluded in a trade agreement but that there be an exchange of notes, not 
included in the agreement and unpublished, assuring United States 
trade all exchange facilities available. The assurances contained in 
the proposed notes would look to the eventual elimination of Chile’s 
compensation agreements and provide that this Government, if it 
should not be satisfied with Chile’s treatment of United States trade, 

could terminate the agreement. 
It was pointed out to Sefior Gazitua that, while there is no question 

of Chile’s good intentions, his proposal would leave United States 
trade without any assurances regarding competition from compensa- 
tion countries. It was also pointed out that all notes are published by 
this Government and that any provisions providing for termination 
of the agreement would have to be a part of the agreement. 

Sefior Gazitua said he would submit a draft of his proposal and 
was informed that any proposal he wished to submit would be care-
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| fully studied. He was also requested to give careful consideration to : 
our standard exchange provisions and suggestions regarding the con- 
trol of imports on a product quota basis. | 

611.2531/355a : Telegram 

The Secretary of State to the Ambassador in Chile (Bowers) | 

| WasHINGTON, September 13, 1939—8 p. m. 
_ 118. Following conversations regarding which you are being in- | 

formed by air pouch, a basis has been agreed upon with Gazitua for 
announcement of trade-agreement negotiations with Chile, possibly | 
in about 8 weeks. It is understood that the proposed basis has been 
submitted to his Government for consideration. | , 

The basis leaves the exchange control question open for discussion 
_ in the light of the Chilean situation at the time of negotiations. 

Oo | | How 
611.2531/870 | oo oo = oe | 

| Memorandum of Conversation, by Mr. H. Gerald Smith of the a 
Division of Trade Agreements Oo | 

, | _ [Wasuineron,] September 15, 1939. 
Sefior Campbell called at the Department to leave a copy of the 

definitive list of products? in which the Government of Chile would — 
be interested in securing concessions in a trade agreement with the 

_ _United States. The list consisted of three parts (of which the first 
two are attached) : a group of items on which tariff reductions were | 
requested (some on a seasonal basis); another group on which the | 
binding of the present tariff treatment was desired; and a third list 
of items on which most-favored-nation treatment was desired. It was | 
explained to Mr. Campbell that it was not necessary to give any con- | 
sideration to the third group of items as Chile would continue to 
receive most-favored-nation treatment on such products without their 
being specifically referred to in an agreement. _ | | 

Sefior Campbell was informed that consideration would be given 
as rapidly as possible to the list which he had presented. He indi- 
cated that the list had not yet been approved by his Government and 
that it would therefore be necessary to transmit it to Santiago as soon 
as we had expressed our opinion regarding the various items therein : 
with respect to the possibility of including them in the public 
announcement of intention to negotiate a trade agreement with Chile. 
It was indicated that it was desired to issue that announcement during 
the period of the Panama Conference,” preferably on September 25. 

? Not printed. | 
* See pp. 15 ff. |
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611.2531/369 | | | ; a | | 

Memorandum of Conversation, by Mr. H. Gerald Smith of the 

Division of Trade Agreements | 

| [Wasuineton,] September 19, 1939. | 

| ‘Participants: Sefior Guillermo Gazitéa, Counselor, Chilean Em- | 

_ bassy. | . | 

Sefior Carlos Campbell, Commercial Counselor, 

Chilean Embassy. — 
Mr. Smith. , | 

I called at the Chilean Chancery and spent about two hours dis- 

cussing with Sefior Gazitia and Sefior Campbell the list of products 

which had been approved by the Trade Agreements Committee for 

| publication in connection with the announcement of trade-agreement 

negotiations with Chile. | 

| It was pointed out to Sefior Gazitia that although no change insub- — 

. stance in the tariff classifications of the items appearing on the list 

| would be made, it was probable that various changes of a technical 

~ nature would be made in the listing of certain of the items in order to 

have them conform to the proper legal terminology. I mentioned that 

_ this was particularly true with respect to copper. — 

| | During the course of the conversation, Sefor Gazitia raised ques- 

tions about various of the items which he had introduced into the con- 

versations held between August 10 and 17 and with regard to certain 

items appearing in the list of Chilean exports to the United States 

which had been sent to the Department several days previously. It 

- was indicated to Sefior Gazitéa that the Chilean products which had 

been considered by the trade-agreements organization prior to the 

formulation of the list which was being handed to him today covered 

more than 95 or 96 percent of imports into the United States from 

7 Chile and included practically every item of any importance at all in 

that trade, and while in view of such extensive consideration it was 

not believed it would be possible to include in the list for publication 

any additional] items, further study would be given to a few products, 

particularly certain typical Chilean furs or fur skins. 

In order to make every effort to issue the announcement of negotia- 

tions on September 25, during the Panama Conference, Sefior Gazitia 

agreed to cable at once to his Government the list of products handed 

to him and endeavor to secure his Government’s approval of it as a 

minimum list, it being understood that while, of course, there could 

be no assurance that any other items would be added to the list, it 

might be possible that further consideration within the next two or 

three days would reveal one or two additional products which might 

be included. Sefior Gazitia also agreed to ask his Government to 

expedite consideration of the general basis for the proposed agreement.
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In answer to an inquiry, Sefior Gazitia stated that he believed it 
would be helpful if the American Embassy in Santiago were requested 
to assist in expediting consideration by the Chilean Government of the | 
general basis and the list of products. I indicated that a telegram 
would be sent to the Embassy along those lines. (Such a telegram was 
sent later in the evening of September 19.) # ee 
. It was made clear to Sefior Gazitiia at various points in the conver- i” 
sation that what we were discussing at the moment was merely the list Oe 
of Chilean products for publication, a procedure which was distincs.  —=t*w 
from a consideration of such products in connection with concessions oe 
which might be granted upon them. | | OO - a 

611.2531/357a: Telegram | OO | 
Lhe Secretary of State to the Ambassador in Chile (Bowers). - a 

a | - _.. Wasuineton, September 19, 1939—9 p.m. — 
_ 122. 1. In case you have not received instructions 2and 3 of Sep- 
tember 15 ** referred to in the Department’s telegram 118 of Septem- oo 
ber 13, agreement was reached with Gazitua on all important general en 
provision questions except exchange control; which was left open. for | 
discussion during the negotiations on the understanding that the Chil- i 
eans would be requested again to accept the “standard” article. (It is | 
understood Gazitua has sent text to Santiago).1° If in the then exist- , : 
ing circumstances it were still unacceptable, it would nevertheless. be 
written into the agreement with a protocol suspending during continu- | 
ance of special circumstances those parts with which the Chileans could , 
not comply. Thus far Gazitua has received no indication that his __ 
Government has approved the foregoing as a basis for announce- | 
ment of negotiations. . | ers oO 

2. Approval was given today to the list of Chilean products. to. be 
_ published in connection with the announcement. Gazitua is now 

cabling the list to Santiago for approval. The list, while not indica- 
tive of the concessions to be granted, covers more than 95 percent of , 
imports from Chile and it is not believed the trade-agreements organ- 

| ization would approve additional items. As you know, consideration 
with respect to the possible granting of concessions will be limited | 
to the items in that list in the absence of later additional public an- 
nouncement and hearings. The list approved today covers all items 
requested for inclusion by Gazitiia except one or two unimportant 
products. | 

2 Infra. | 
“Neither printed. 
* For text, see telegram No. 125, September 23, 6 p. m., to the Ambassador in 

Chile, p. 412. 

293800-—57-—27 |
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3, As it is greatly desired that Chilean negotiations be announced 

during the Panama conference preferably September 25, it is hoped 

| that the Chilean Government will approve within the next three days 

the general basis and list mentioned above. You should therefore 

keep in close touch with the appropriate officials in an endeavor to ex- 

| | pedite consideration and approval. : : 4 

 unzsaryase: tetera 
oe _ The Ambassador in Chile (Bowers) to the Secretary of State | 

re Oe | Sawrraco, September 21, 1939—noon. 
| | -..- FReceived 12:11 p.m.] 

Oo 157. Department’s telegram No. 122, September 19, 9 a. m. [p. m.] 

a _ Ortega ** and Wachholtz *’ were seen together last night and informed 

-——s,: regarding commercial agreement. Both manifestly pleased. Ortega 

.'...- thinks the basis for negotiations satisfactory but asks postponement of 

announcement, during Panama meeting until the 27th, when the full 

- Chilean delegation will be present. This request should be granted. | 

poe as Neither Ortega nor this Embassy has yet received the list of items 

and. a positively definitive answer from Ortega cannot be expected 

| until it arrives, probably thismorning. —=s_— - 

| | | Bowers 

| oo 611.2581/359 : Telegram : oo | 

‘The Secretary of State to the Ambassador in Chile (Bowers) — 

| a | a Wasuineron, September 23, 1939—6 p. m. 

: 195. Your 158, September 22, 5 p. m2® There follows the text of 
the “standard” exchange article in its current form, as presented to 
Gazitua: | “ SO | | 

“If the Government of either country establishes or maintains any 
form of control of the means of international payment, it shall, ex- 
cept as may otherwise be agreed upon in special circumstances, (a) 
impose no prohibition, restriction, condition or delay on the trans- 
fer of payments for articles the growth, produce or manufacture 
of the other country or of payments necessary or incidental to the | 

| importation of such articles; and (0) accord unconditionally, with 
respect to rates of exchange and taxes or surcharges on exchange 
transactions in connection with such payments, and with respect to 
all rules and formalities in connection with such payments, treat- 
ment no less favorable than that accorded in connection with the 
importation of any article the growth, produce or manufacture of 
any third country.” 

* Abraham Ortega, Chilean Minister for Foreign Affairs. - 
7 Roberto Wachholtz, Chilean Minister of Finance. 
* Not printed. .
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— You will note that the foregoing is similar in substance to the ex- 
7 change article which you have, except for the elimination of the final 

paragraph providing for possible termination and the inclusion of | 
the special circumstances clause. That clause is intended to provide - 

| a sufficient degree of flexibility to cover emergency conditions which - 
may arise in the Chilean exchange situation in the future. > 

| | - Hoi 

611.2531/363 : Telegram | | an re 

The Ambassador in Chile (Bowers) to the Secretary of State 

oe | Santiago, September 25, 1939—1 p. m. | 
| : OO _ [Received 2:01 p. m.] 

161. We are informed that the Government is eager to accept the | 
basis for negotiations but that it cannot reach a decision without 

_ definite information regarding the suspension feature in the proto- 
col. It definitely indicated that it cannot accept the standard ex- 
change article under conditions imposed by the war today and that 
Gazitua is instructed to send definite information on the protocol. | 
With the major German trade definitely lost the standard article 
would jeopardize the remaining trade with the other compensation | | 
countries. We are agreed here that their point of view is reasonable 

| if not inevitable... Please provide Gazitua and this Embassy with ) 
details on proposed. protocol. | Bowers 

611.2531/363: Telegram oo | 

The Secretary of State to the Ambassador in Chile (Bowers) 

a Wasurneron, September 25, 1939—8 p. m. 
| 126. Your 161, September 25, 1 p.m. Basis for a protocol sus- , 

pending certain features of “standard” article in the event of Chilean 
inability to comply fully therewith at time of negotiations, will be 
found in memorandum of conversation with Gazitua of September 
9,7® enclosed with instruction no. 2 of September 15.?° 

Point 2 of that basis would refer probably to Chilean inability to 
supply exchange without delay for all imports from the United 
States, if it were found impossible to use quotas as the sole means of 
controlling imports. - 

A definite answer cannot be given on point 4 at present, as this will 
naturally depend on the outlook at the time of negotiations, but 
you may assure the Chileans in strict confidence that we are disposed 
to take fully and sympathetically into account their economic posi- 
tion at that time. 

Other points would not seem to require comment. HW 
ULL 

*” Not found in Department files. 
Not printed.
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611.2531/383 —_ oe | 

| Memorandum of Conversation, by Mr. H. Gerald Smith of the © | 

| oe Division of Trade Agreements | 

| —_ | [Wasnineron, | September 27, 1939. 

| ‘Participants: Sefior Guillermo Gazitua, Counselor of the Chilean — 

- be Embassy oe 

| | a Mr. Hawkins; : 

oO Mr. Briggs; ?? | | | oa 

| Mp, Woodward;72 7 - 

| 7 Mr. Smith | | 

- Sefior Gazitua called by appointment to discuss the question of an- 

7 nouncing negotiations for a trade agreement between the United States 

| and Chile. He was informed that subject to final approval by the Sec- 

| retary, which it was anticipated would be received shortly, we were 

now prepared to issue the announcement at any time. . 

‘Seftor Gazitua referred to the fact that he had received instructions 

| from his Government on two points: that agreement should not be 

7 given by him to the announcement of trade-agreement negotiations __ 

until this Government had given assurances that the Compafifa Sud- 

americana de Vapores would be admitted to the West Coast steamship 

| conference; and that lemons would be included in the list of products to 

be considered by the United States in connection with the agreement. 

: On the latter point Sefior Gazitua indicated that he had received later 

instructions that his Government would not insist upon including | 

lemons in the published list, but that his original instructions had not 

been changed on the first point. | 

It was pointed out to Sefior Gazitua with respect to the shipping 

matter, that this was a question entirely distinct from that of the trade 

agreement and as far as this Government was concerned the issuance 

of the trade-agreement announcement could not be made contingent 

upon a solution of the shipping problem. It was indicated also that the 

Chilean steamship line had only made application to the conference un- 

der its current proposal on September 15; that the conference had 

agreed to hold hearings on or about October 3, which was relatively 

- prompt action; that the Maritime Commission could not enter the pic- 

ture until the conference had acted on the Chilean application; and 

that the Department would continue as it had in the past to suggest to 

the Maritime Commission the desirability of prompt and thorough 

consideration of the Chilean case. In the meantime, it was not believed 

that the Department could take any further action. It was further in- — 

4 Blis O. Briggs, Assistant Chief of the Division of the American Republics. 

“ Robert F. Woodward, of the Division of the American Republics.
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dicated to Sefior Gazitua that the Maritime Commission was an inde- 

pendent: Government agency operating under its own legislation and it 

would not be appropriate for the Department to attempt to exert any 

pressure on the Commission. —_— | | 

:  Sefior Gazitua stated that in view of the foregoing he did not see that | 
there was anything further that he could do for the momeht regarding | 
the trade-agreement announcement as he did not wish to take the re- 
sponsibility, in view of the instructions from his Government, of agree- 
ing to the announcement without assurances on the shipping matter. © | 
He indicated that he might possibly receive further instructions from ; 

- Santiago, and in the meantime he would. attempt to secure advance as- - 
surances of favorable action by the conference on the shipping matter | 7 
from one of the officials of that group. If such assurances could not _ 
be secured, the trade-agreement announcement would have to be de- 
layed at least until after the hearing by the shipping conference the a 

early part of next week. | | | 

Sefior Gazitua was told that he would be informed of the Secretary’s 
- decision on the trade-agreement announcement as soon as that had been . 

received. | | | 

611.2531/367 : Telegram | | | 

‘Lhe Chargé in Chile (Frost) to the Secretary of State 

| SantTraco, September 30, 1939—2 p. m. | | 
- [Received 5:56 p. m.] : 

166. Referring to the Department’s No. 126, September 25, 8 p. m. 
Ortega has just promised to prepare this afternoon a statement for 
the press accepting our offers for the trade agreement which state- | 
ment he hopes to deliver to me after discussing its wording sometime 
between 7 and 9 o’clock this evening. The announcement of intention 
to negotiate could then be given to the press simultaneously at Santi- 
ago, Panama, and Washington during the night or tomorrow morning. 

If Department desires announcement thus expedited I suggest that 
arrangements be made for action upon a telegram from this Embassy 
this evening although past experience indicates the possibility that 
some delay may yet arise. 

Ortega’s acceptance is based upon his understanding that the De- 
partment will definitely use its best efforts to secure the admission of 
the Cia. Sudamericana de Vapores to the steamship conference; and 
it would be well for the Department to confirm this understanding 
at the earliest possible moment. 

Frost
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| | 611.2581/368 : Telegram | / OS - | 7 | . - . 

| — The Chargé in Chile (Frost) to the Secretary of State 

| - | : SanTIAco, September 30, 1939—10 p. m. . 
cc wile ee [Received October 1—1:07a.m.] | 

| a 167. Referring to my telegram No. 166, September 30, 2 p. m. 
| After discussion tonight Ortega despatched the following two tele- _ 

grams. Translations. First to the Chilean Delegation, Panama.” _ 

, | “Please proceed to announce in accordance with Sumner Welles | 
Oo the negotiation of commercial agreement with the United States, in 

| -. the confidence that the Secretary of State will continue sponsormg 
_._- in the manner offered the entry of the Cia. Sudamericana de Vapores 

a _ to the freights conferenceZ* whose meeting is to be held next Tues-— 
| day. Have telegraphed Washington to this same effect.” | 

7 Second telegram to Chilean Embassy Washington. | 

_ “Have telegraphed today to delegation at Panama Conference that 
| it may announce at the conference the negotiation of the commercial | 

| agreement in accord with Sumner Welles and in the confidence that 
the Secretary of State will continue to sponsor in the manner offered 
the entry of Cia. Sudamericana de Vapores to the freights confer- 

| ence. : | ne 

: _ The foregoing telegrams have been given to the press here for pub- 
| lication in tomorrow Sunday morning’s newspapers in the expecta- 

oo tion that similar information will be released to the press immedi- 
, ately in Washington and Panama. I regret inclusion of the phrase 

respecting freights conference but it was considered sine qua non by 
Ortega. I should suppose that it need not be given to the press at 
Panama or Washington at least by us—its value for publication being 
local here to Chilean Government. | 

Frost 

611.2531/367:: Telegram | 

 -‘The Secretary of State to the Chargéin Chile (Frost) 

Wasuincron, October 1, 1939—2 a. m. 
128. Your 166, September 30, 2 p. m. It is not possible for us 

now to get an announcement to the press for Sunday’s papers. The 
earliest practicable time for announcement would therefore be Mon- 
day forenoon, for immediate release. In order to clear the way as 
promptly as possible for simultaneous announcement here, at 

* Meeting of the Foreign Ministers of the American Republics Held at Panama, 
September 23—October 3, 1939; see pp. 15 ff. 
*The Chilean Government was at this time supporting the efforts of Chilean 

steamship companies to develop shipping lines to foreign countries. Because of 
the outbreak of the European war, the Compafiia Sudamericana de Vapores had 
given up a line to Europe and wanted to establish one to New York. The Chilean 
Government was insisting that this company be admitted to the American Ship- 
ping Conference in return for opening negotiations for entering into a trade 
agreement.



| Santiago, and at Panama Monday morning, it is suggested that you 
telegraph Ortega’s proposed statement in order that we may send se 
you a reply Sunday. If it is too lengthy to telegraph in full, please 
telegraph a summary with full quotations of any passages bearing : 
upon the two following points. 

| As you know, it is a cardinal point in our procedure that no bind- 
ing commitments are made regarding our tariff rates prior to our — | 
public hearings following announcement of intention to negotiate. a 
It is therefore important that the Chilean announcement contain no 
statement or implication which might seem to indicate that any | 
such commitments have been made: Of course they have not in fact | | been made. — a Po 7 — 

- The Chilean announcement should also not contain any statement © a 
| or implication to the effect that the question of -admitting the 

_ ©. 8. A. V.% to the steamship conference has been made the subject | 
of any understanding or commitment in connection with the an- 
nouncement of trade agreement negotiations. Gazittia was informed | 
Wednesday that this shipping matter is a question entirely distinct _ 
from the question of trade agreement negotiations, and that so far | 

_ a8 we are concerned the announcement of trade agreement negotia- _ 
tions cannot be made contingent upon a solution of the shipping | 
question. | | | | | 

| We have as a matter of fact facilitated Gazittia’s direct contact: with 
the Maritime Commission in connection with this shipping question. | 
The C. S. A. V. presented its current application to the conference | 
only on September 15. The conference has scheduled hearings for | 
Monday or Tuesday, which is prompt action in the circumstances. | 
If the conference should reject the application, the Commission would 
then be in a position to review the case, but until the conference has 
acted the Commission is not in a position to take action. Gazitia was | 
informed that in that event the Department would urge upon the Com- | 
mission the desirability of prompt and full consideration of the case, 
but that it would not be appropriate for the Department to attempt 
to exert pressure upon an independent Government agency. 7 

How 
611.2531/368 : Telegram 

The Secretary of State to the Chargé in Chile (Frost) 

WasuineTon, October 1, 1939—6 a. m. 
129. Your 167, September 30,10 pm. Endeavor obtain postpone- 

ment release message under reference to press if possible. Earliest 
practicable time release our announcement to press Monday morning.”* 

| 
Hoi 

* Compafifa Sudamericana de Vapores. 
* October 2.
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ae 611.2531/871 : Telegram oe a te | ose . ne | re a 

a Phe Chargé in Chile.(Frost) to the Secretary of State | 

of 7 | : Santraco, October 1, 1989—11 a.m. — | 
_ [Received 12:55 p. m.] 

| 168. Department’s telegram No. 129. Announcement at Panama © 

: - Gity and Washington was reserved for Department and Under Secre- 

- tary Welles. Announcement here in this morning’s local press is 

 yelatively brief, inconspicuous and discreet and does not refer in any 

a way to shipping conference problem. It does not mention list of 

articles for tariff concessions or imply any commitment by the United 

States either specifically or generally, merely indicating that Chile’s 

gales in the United States of products formerly sent to Europe should 

oe be increased and hinting that intention to negotiate shows good rela- 

2 tions between the United States. and Chilean Government. | 

-. Ortega has gone to the country for the week end and could not 

recall release to press here already used as outlined above. I am 

asking American and other news agencies. at Santiago not to use story 

but to have their office at Washington and Panama consult with the 

| Department and delegation regardingit. ==. * | 

| | Co a Frost | 

611.2531/395 me | - 

Memorandum of Conversation, by Mr. H. Gerald Smith of the 

a ' Division of Trade Agreements | 

| | | [Wasuineron,] October 1, 1939. 

) Participants: Sefior Guillermo Gazitua, Counselor, Chilean Embassy 

Mr. Duggan 
Mr. Hawkins 7 
Mr. Deimel 

| Mr.Smith 

Sefior Gazitua called by appointment at Mr. Duggan’s office to 

discuss difficulties in connection with the announcement of trade- 

agreement negotiations between the United States and Chile, which 

had risen as a result of a request by the Chilean Government that 

the Department give assurances regarding the admission of the Com- 

pafifa Sudamericana de Vapores to the West Coast shipping confer- 

ence as a, condition to assent by that Government to the announcement 

of trade-agreement negotiations. 

The above question was discussed both in general and in relation 

to the time at which trade-agreement negotiations might be an- 

nounced. With respect to the general question, Sefior Gazitua read in 

translation telegrams exchanged between him and his Government 

on the matter, as a result of which it was pointed out to him that
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he appeared in his messages to his Government to have gone beyond 
the statements which had been made to him during the past few days 7 
by various officers of the Department. It was again indicated clearly 
to Sefior Gazitua that the matter was one which had to be settled 
in the first instance by the steamship lines concerned; that if the | 
shipping conference at the hearings scheduled for October 3 rejected 
the application of the Chilean line for admission, the Maritime Com- 
mission would only then be in a position to review the case and 
any action by the Department would necessarily be limited to an 
expression of interest in the case and a request that the Commission 

expedite consideration of the matter. _ | ee | 
In view of the fact that there appeared to be some doubt that the 

Chilean Government had received an accurate indication of the De- 

partment’s position in the shipping matter, the suggestion was made . 
that perhaps an aide-mémoire or memorandum might be prepared 
setting forth correctly the Department’s position and that this might 

, be initialed by both Sefior Gazitua and officers of the Department. — 
(It was decided later, however, to have the matter cleared with the 
Chilean Government through our Embassy in Santiago.) 

__ 'With respect to the immediate question of the time of the announce- 
ment once a definite understanding had been reached with the Chilean 
Government on the shipping matter and its relation to the announce- 
ment of the trade-agreement negotiations, it was agreed that the | 
announcement would have to be delayed until the shipping matter was 
settled. | a | a 

611.2581/371 : Telegram | | 7 | ee 

, The Secretary of State to the Ambassador in Chile (Bowers) 

| Wasuineton, October 1, 1939—8 p. m. 

130. Your 168, October 1, 11 a.m. After further discussion with : 
Gazitua this morning we still have some doubt as to how accurately — 
the Chilean Government understands our position regarding the 
shipping conference question. In view of your 166, September 30, 
2 p.m. and 167, September 30, 10 p. m., it is essential to be assured of 
mutual understanding on this point before we issue our announce- 
ment of trade agreement negotiations. 

Accordingly please present the following statement in writing to 
the appropriate Chilean authorities with a view to obtaining such 
assurance : | 

“As the Chilean Embassy here states that it has informed its Gov- 
ernment, there is no link whatsoever between the shipping conference 
matter and the announcement of trade agreement negotiations. Our 
position is that on the shipping matter we are strictly limited to the 
expression of informal interest to the Maritime Commission with a
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view to expediting the Commission’s consideration in accordance with - 

its usual procedure. The Commission would be in a position to act 

only if the conference should reject the application. Since the Com- 

| mission is an independent semi-judicial agency, the Department’s _ 

| | action would have to be strictly limited to urging upon the Commis- 

| sion the desirability of prompt and full consideration of the case; it 

would not be appropriate or helpful for the Department to exert pres- 

sure to. influence the Maritime Commission’s ultimate decision.” 

| You may use the appropriate portions of Department’s 128, Oct. 1, 

2 a. m. if necessary to explain Department’s position more fully. 

- Please endeavor to clear this matter as speedily as possible since we 

| must withhold our announcement until we receive a reply indicating | 

full understanding of our position. We can release our announce- 

, ment on very short notice, and as it is desired to do so tomorrow if at 
—_ all possible, particularly in view of the announcement already made 

at, Santiago, please telegraph or telephone immediately if you have 

been able to obtain such indication. from the Chilean authorities. _ | 

|  <gide531/374a:Telegram : 

The Secretary of State to the Chargé in Chile (Frost) 

Se WasHINGTON, October 2, 1939—7 p. m. | 

| 131. Your telephone message, October 2, 6 p. m. Announcement 
is now being issued here for publication in Tuesday morning papers.” 
Accompanying the announcement is a statement by me noting the — 

appropriateness of such an announcement coming at the time of the 
- Panama meeting, the need for closer economic cooperation and the 
maintenance of liberal trade principles in the Americas especially at 

| this period and the importance of commercial and financial relations | 

between this country and Chile. Oo | 

, | | | | | HoULu 

611.2531/396 | 

Memorandum of Conversation, by Mr. H. Gerald Smith of the 
Division of Trade Agreements 

[Wasuineton,| October 7, 1939. 

Participants: Sefior Guillermo Gazitua, Counselor, Chilean Em- 

— bassy | 
Sefior Carlos Campbell, Commercial Counselor, Chil- 

| ean Embassy | | | 

* Department of State Bulletin, October 7, 1939, pp. 346-349. The press 
release contained the list of products on which the United States would consider 

granting concessions to Chile. : |
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oe Mr. Hawkins BO 
| OO Mr. Woodward | | - a , 

| a Mr. Smith | | ee 

Sefior Gazitua and Sefior Campbell called by appointment to dis- 
_ cuss in a preliminary way the procedure to be followed for the nego- 

tiation of the proposed trade agreement between the United States 
and Chile, now that the announcement of intention to negotiate had 
been issued on October 2. Oe Oo Oo 

| Mr. Hawkins pointed out that it was our desire that the negotia- | 
tions for the proposed agreement be conducted in Washington, indi-. | 
eating that with negotiations with other countries in prospect it would — | | 

_ not be feasible for the Department to send any representative to 
Santiago in the near future to assist in the Chilean negotiations. Mr. 
Hawkins also mentioned the desirability of proceeding as rapidly as ; 

_ possible with work on the general provisions, with the exception of a 
the exchange and quota articles, which would by mutual agreement 

_-beleftopenfordiscussionatalaterdate. = oo a 
. Senor Gazitua indicated that he believed it would be agreeabletohis  __ 
Government to have the negotiations take place in Washington as 
he had already been authorized to carry on the discussions here up to a 
the present time. With respect to the discussion of the general pro- | 

_ visions, he agreed that it would be desirable to proceed immediately 
with these questions but requested that the Department ask our 

) Embassy in Santiago to request the Chilean Foreign Office to expedite 
_ consideration of the preliminary text of provisions which he had 

__ transmitted to his Government in August but regarding which he had , 
not yet received any reaction. It was agreed that such an instruction 

_ would be sent tothe American EmbassyinSantiago. . 
‘Sefior Gazitua raised again a question which he had brought up at - 

_ @ previous meeting, namely, the procedure followed in the United | 
States by the Treasury Department in determining the dutiable value 
of imports on which duties are levied on an ad valorem basis. He 
pointed out that in the case of melons imported from Chile it appeared | 
that the Treasury Department was doing two things which it was felt 
were unfavorable to Chilean exports of that. commodity: there was 
being utilized as the rate for converting Chilean to United States cur- 
rency the “official” Chilean exchange rate of 19.37 pesos to the dollar, 
a rate which was not used in Chile for general commercial purposes; 
and the selling price in the United States of melons imported from 
Chile was being taken as a basis for the assessment of ad valorem 
duties rather than the f. o. b. price in Chile. Sefior Gazitua pointed 
out that, in his opinion, the rate for converting currencies for customs 
purposes which should be used was the so-called export draft rate of 
25 pesos to the dollar. Sefior Gazitua was informed that within the 
next few days an officer of the Treasury Department would be invited
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to discuss with him at the Department the practices followed by the — 

| Treasury Department in the two matters mentioned above and the 

| reasons therefor. OS | _ 
Sefior Gazitua also raised a question as to the exact nature of the 

product which had been listed in connection with the public announce- 

ment of intention to negotiate as spermaceti wax, and it was agreed 

that he would be furnished with information on thisquestion. © 

~ ‘The Chilean Counselor also raised certain specific points regarding ~ 

the classification for customs purposes in this country of peas and | 

| beans imported from Chile and he was informed that we would beglad . 

to discuss this and similar questions with him when our technical = 

| studies had advanced sufficiently. Be 

| Sefior Gazitua mentioned that consideration was being givenby his sy 

Government to the tentative list of products on which this Government _ 

might be interested in securing concessions in the trade agreement, and | 

‘he indicated that his Government was giving favorable consideration _ 

| toa number of these, including products the duty on which was so high 

as to encourage a great deal of smuggling into Chile | 

: It was agreed that the Chilean representatives would be supplied , 

| within the next few days with a copy of the current text of the “stand- | 

ard” general provisions and that it would be desirable as a means of | 

expediting consideration by their Government of the general provi- 

gions if each article were to be translated and submitted to their Gov- 

| ernment as soon as agreement had been reached here with respect 

611.2581/897b _ Oo Be 

_ The Secretary of State to the Chargé in Chile (Frost) —- oo 

| No. 22 | _ ‘Wasutneton, October 11, 1939. 

Sie: As you were informed in the Department's telegram no. 181 

of October 2, 1939, 7 p. m., announcement of intention to negotiate a 

reciprocal trade agreement with Chile was issued during the evening 

of October 2 for use in newspapers appearing the following morning. 

Since that date a conversation has been held by officers of the De- 

: partment with the Counselor and the Commercial Counselor of the 

Chilean Embassy, a memorandum of which is enclosed ** for your in- 

formation, concerning the procedure to be followed with respect to 

the negotiations for the proposed agreement. 
As will be noted from the enclosed memorandum of conversation, 

the desire of the Department has been expressed to the Chilean rep- 

resentatives that the negotiations be conducted in Washington. Due 
to the necessity of sending officers of the Department abroad to assist 

in the negotiation of trade agreements in prospect in the near future 

* Supra.
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with other countries, the Department does not believe that it will be 
possible at this time to send any officers to Santiago to assist in carry- | 
ing on negotiations there. | oo 

In accordance with the promise made to the Counselor of the Chil- 
ean Embassy as reported in the memorandum of conversation under. 

| reference, you are requested to discuss with the appropriate Chilean . 
officials the desirability of providing the Chilean Embassy as soon as 
possible with their comments on the general provisions of the agree- 
ment on which it is understood Sefior Gazitua submitted a report to | 
his Government in August. It is desired to utilize the next few weeks | 
for discussion of those provisions with the Chilean representatives, 
except the exchange and quota articles, as definitive negotiations can- 
not take place with respect to the schedules until after the close of the 
public hearings which will open on November 27. | 

There is also enclosed for your information a copy of the press re- 
leases issued by the Department on October 22° in connection with 
the announcement of intention to negotiate a trade agreement with 
Chile. | | 

Very truly yours, For the Secretary of State: 
oo Huwnry F. Grapy | 

622.2581 /444 | | 
The Ambassador in Chile (Bowers) to the Secretary of State - 

| No. 97 | Sant1aco, October 25, 1939. 
| [Received November 1.] 

Sir: I have the honor to refer to the Department’s instruction No. 
22 of October 11, 1939, with reference to the consideration by the | 
Chilean Government of the general provisions of the projected 
Chilean-American trade agreement, on which it is understood that 
the Counselor of the Chilean Embassy at Washington submitted a 
report to his Government in August. | | 

On consultation with Sefior Cayetano Vigar, Chilean Under Secre- 
tary of Commerce, it is learned that the latter has now received a copy 
of the current text of the “standard” general provisions. He has 
undertaken to study these at once, omitting the provisions respect- 
ing exchange and quotas, and he hopes to transmit his comments to 
the Chilean Embassy at Washington within the next week or so 
if possible. It is assumed that the general provisions as reported by 
Sefior Gazittiia in August have now been superseded, so that com- 
ments on the revised provisions will be more suitable. In connection 
with approving the announcement of intention to negotiate the agree- 
ment the Chilean Minister for Foreign Affairs indicated to Mr. 
Frost on September 30th a general acceptance of the provisions pro- 

” Department of State Bulletin, October 7, 1989, pp. 346-349. | .
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posed by Sefior Gazitia; but this attitude was not based upon any de- 

| tailed study here, and the latter is now being made by Under Secre- 

tary Vigar. ee | 

| Sefior Vigar raised no objections in respect to the Department’s 

intention of negotiating the agreement at Washington, and appeared 

to understand the difficulties which the Department would encounter — | 

in detailing officers to Santiago in order to pursue the negotiations 

here. It is believed, however, that he plans to follow the course of | 

the discussions rather closely; and if this Embassy can be of service 

| at any time I should of course be glad to receive instructions. A copy | 

of the current text of the standard general provisions might perhaps 

be helpful to the Embassy, and is presumably being forwarded by the 

Department. _ a | 

_. -It may be of interest to report that Sefior Vigar, while appreciating 

the value of the trade agreement, does not anticipate that a sufficient — 

volume of Chilean agricultural exports to the United States can be 

built up to correct radically the Chilean shortage of international | 

exchange. He referred to the relative smallness of the fruit trade, and 

| to the fact that dried vegetables have not been needed in large quanti- 

ties by the United States; and he also volunteered the statement that 

it can hardly be expected that the United States will take Chilean 

copper in quantities sufficient to affect adversely the American copper 

industry. His mind is still running on the necessity of promoting 

industries within Chile which will obviate certain of her imports of 

| ‘manufactured goods; and he spoke particularly of ship-building in 

) this connection. He feels that it will be difficult for Chile to purchase 

| ‘new vessel tonnage abroad at prices which she can afford; while she 

, already possesses a rudimentary ship-building industry, with many _ 

of the elements which could justify its expansion. It appeared that 

he has not yet held extensive conversations with Sefiores Garcia and 

Pedregal of the Fomento Corporation, since his return; but he 

apparently plans to advocate industrial developments, as indicated, in 

early discussions with them. | 

I shall endeavor to keep in contact with Sefior Vigar to ensure his 

prompt submission to the Chilean Embassy at Washington of the 

comments desired by the Department, and will report from time to 

time as the situation develops. 

Respectfully yours, CiaupE G. Bowers 

611.2531/572a 

The Secretary of State to the Ambassador in Chile (Bowers) 

No. 48 Wasuineton, November 29, 1939. 

Sir: With reference to the conversations being conducted here look- 

ing toward the negotiation of a reciprocal trade agreement between



the United States and Chile, it now appears that it will not be possible 
to hand definitive proposals on the two Schedules to the Chilean rep- | 
resentative in Washington earlier than about December 6 or 7; As | 
nearly a week will be required for these proposals to reach the Chilean _ 
Government if they are transmitted by air mail, it will probably be | 
necessary, in view of the time element discussed later, to send them to 

| Santiago by telegraph. As it is believed that telegraphic communi- 
cation can be more expeditiously handled through the Department 
than through the Chilean Embassy in Washington, our definitive pro- 
posals on the Schedules will be telegraphed to you as soon as they | 
have been handed to the Chilean representative here, and you will be | 
requested to transmit them to the appropriate officials in the Ministry | 
of Foreign Affairs as quickly as possible. | 

With regard to the general provisions of the proposed agreement, 
the Chilean Embassy has already transmitted this Government’s pro- 

| posals on all of the twenty articles, together with a Spanish transla- | 
tion of those articles made by the Chilean Embassy which had previ- 

| ously been submitted for the Department’s comment. _ 
There is enclosed for the Embassy’s information a text in English oo 

and Spanish of the twenty articles proposed by this Government.®° | 
A comparison of this text with the mimeographed text of the “stand- , 
ard” provisions transmitted with the Department’s instruction no. 

| 26 of October 24, 1939,5* will reveal a few changes, particularly in 
Articles I, VII and XX. With respect to the last sentence in Arti- | 
cle VII, this was inserted at the request of the Chilean representative | 
and has not yet been submitted to the Trade Agreements Committee. | 
Article XX has been drafted with existing Chilean practice in mind, | 
and would require that the agreement be ratified by the Chilean Con- 
gress within one year from the date of its provisional entry into force. 
The inclusion of the clause in parenthesis in Article XII is conditional 
upon acceptance by the Chilean Government of Article IV in the 
form proposed by this Government. | 

There is also enclosed a draft headnote * in English and Spanish for 
Schedule I, which may be used in the proposed agreement. It will be 
noted that this is similar to the headnote which may be used for 
Schedule II, with appropriate change for the name of the country. 

In case it should be found necessary during the next few weeks to 
communicate with the Embassy by telegraph regarding the general 
provisions, reference will be made to the enclosed text and not to the 
mimeographed version. As of interest to the Embassy there is also _ | 
enclosed a copy of the informal memorandum handed the Counselor 
of the Chilean Embassy on November 25 * regarding Articles ITT, 

*° Not attached to file copy. 
* Not printed.
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IV and XII of the proposed agreement, a translation of which Sefior | 

| Gazitua has already sent to his Government. one 

OO With regard to the proposed agreement in general, it is considered | 

essential by the Department that signature take place by January | 

| 1, 1940. It is desired, therefore, that you stress with the appropriate oe 

| Chilean officials the desirability of proceeding as rapidly as possible / 

at this time with consideration of the general provisions, and later, of 

our proposals on the schedules. | So | 

| Very truly yours, _-.-—s- For the Secretary of State: 

Be 7 _ ‘Hewry F. Gravy 

-611.2581/579a : Telegram ee | 

Lhe Secretary of State to the Ambassador in Chile (Bowers) 

- ae 7 - Wasutneton, December 8, 1939—7 p. m. — 

162. With reference to the Department’s instruction no. 48 of _ 

| November 29, in which it was stated that we feel it essential to con- 
clude the trade agreement by January 1, you should express to Sefior 

Wachholtz the exceeding regret of the Department that circumstances 

| have indicated the importance of making every effort to move up the 

schedule of procedure as compared with the indications in the Depart- 

ment’s telegram no. 140 of October 14.% The Department is gratified 

to learn of Sefior Wachholtz’ continued interest in the possibility of 

| visiting this country and hopes sincerely that the unforeseeable change 

in conditions which has counseled especially rapid action in the trade 

agreement negotiations will not prejudice the plans he may have made 

| in this respect. This Government would be very pleased to have Sefior 

Wachholtz come to the United States for conclusion of the agreement 

if he should find it practicable to do so. | 

Our definitive proposals on the schedules should be in the hands 

of the Chilean Embassy by December 9 and will also be telegraphed 

to you by that date, in accordance with instruction no. 48. The pro- 

posals on the general provisions have been in the hands of the Chileans 

for some time. Every effort has been made to grant the fullest con- 

cessions possible in order to facilitate the Chilean action upon which 

the negotiations will then be dependent. 
The situation with respect to the possibility of further financial 

assistance to Chile remains the same as stated under point (2) of the 

Department’s telegram no. 140 of October 14, and it likewise continues 

to be undesirable that there be any publicity which might prejudice 

congressional action on the program of financial cooperation. 

Hou 

% Post, p. 454. | | |
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The Secretary of State to the Ambassador in Chile (Bowers) 

OO | - Wasuineron, December 9, 1939—1 p. m. 

163. Department’s instruction no. 48, November 29. Definitive 

offers were presented to the Chilean Embassy today on the following 

products, identified by tariff paragraphs: | Se 
735, fresh apricots, one quarter cent per pound, December 1 to last | 

day of February, inclusive; 745, fresh peaches, one quarter cent per 
pound, January 1 to April 30, inclusive; 745, fresh nectarines, one 
quarter cent per pound, January 1 to April 30, inclusive; 748, fresh 
plums, one quarter cent per pound, December 1 to March 31, in- | 
clusive; 752, honeydew melons, 17 and one half percent ad valorem, _ 
December 1 to April 30, inclusive; 767, lentils, bind existing rate of 
one half cent per pound; 769, chickpeas or garbanzos, dried, one cent 
per pound on sizes of 50 grains and more per 80 grams; 770, garlic, 
one cent per pound, March 1 to May 81, inclusive. | 

Also the following free list bindings: | 7 
1669, soap bark or quillaya; 1681, nutria furs and fur skins; 16835, 

guano; 1685, potassium-sodium nitrate mixtures; 1698, iodine, crude; 

| 1700, iron ore, including manganiferous iron ore; 1766, sodium nitrate, _ 

crude or refined; 1766, sodium sulphate, crude, or crude salt cake; | 
1777, sulphur in any form,andsulphurore. 

- The following offer was also made, subject to the conclusion of the 
Argentine agreement prior to the conclusion of the Chilean agree- 

ment: 

742, grapes in bulk crates, barrels or other packages, 15 cents per | 

cubic foot of such bulk or the capacity of the packages, according 

as imported, March 1 to June 380, inclusive. 
The foregoing offer was also made subject to the condition that 

this government might find it necessary to restrict it to other than 

hothouse grapes and modify theseasonal period. 
The descriptions of the products listed above are not in the exact 

form in which they will appear in the agreement, but changes will 

not affect the substance of any concession offered. 

For your confidential information, bindings may be offered on 
the following products if the Chileans insist : 

52, spermaceti wax; 1611, argols, etc.; 1611, calcium tartrate; 1681, 
raw lamb and sheep furs; 1765, raw sheep and lambskins. These 

items are not included in the original offers because of Chile’s minor 

importance as a supplier. | 
A reduction in the tax on copper definitely cannot be granted. 
The above items cover all those appearing in the public notice of 

October 2 except pears, which had been rejected as a concession for 

293800—57——28
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Argentina, a much more important supplier than Chile, onions, on =~ 
which no concession was possible on account of a crop surplus here : 

, and purchases of excess stocks by the Surplus Commodity Corpora- 
tion, and beans, which are discussed below. OO 7 

| | The foregoing offers are subject, of course, to Chilean acceptance 
| of our Schedule I requests, which will be sent you shortly, and to | 

| agreement upon the general provisions. | | 
| - .The Department transmitted to you by pouch on December 6 the 

text of the note proposed for presentation to the Chilean Ambassador 
containing our Schedule Two proposals, which included an offer on 
beans. Subsequently the Trade Agreements Committee reconsidered 

_ that offer and voted that it should not be proposed to the Chileans. : 
_ Intransmitting the proposals outlined above to the Chileans, therefore, 

you should omit beans. If asked to explain the absence of that item, 
give the same reason as noted above for onions. a | | 

Please convey the appropriate parts of the foregoing to the Chilean _ 
officials as soon as possible, stressing most strongly the need for expe- : 
ditious consideration of our proposals, both those above and on the 
general provisions. Please keep the Department currently informed | 
by telegraph of developments. , 7 

611.2581/578¢ : Telegram - 

The Secretary of State to the Ambassador in Chile (Bowers) 

| Wasutineton, December 9, 1939. 
164. Department’s instruction no. 48, November 29, 1939. The fol- 

lowing Schedule I requests were handed the Chilean Embassy today: 
Reductions: 47, softwood lumber, rough or sawn, to 35.00 c. m.; 

ex 607, men’s felt hats valued at more than 24 dollars per dozen, to 
10.00 each; 1072, lubricating oil, to .20 g. k.; 1275, razor blades, to .25 

_ per dozen; ex 1415, storage batteries and parts, .40 net k.; ex 1478, 
metal stampings and shapes for the manufacture of bus bodies, cov- 
ered with anti-rust protecting coat only, to .30 g. k.; 1480, tractors, to 
.30 g. k. eliminating 10 percent surtax; ex 1487, pneumatic tires, cas- 
ings and tubes, to 2.00 g. k. eliminating 10 percent surtax; 1492, auto- 
mobile parts, n. e. m., to 1.32 g. k. eliminating 10 percent surtax; 1609, 
fiber board, to .25 g. k.; 1856, adding and calculating machines and 
parts, to 3.00 legal k.; 1857, typewriters and parts, n. e. m., to 3.00 
legal k. 

Bindings: 43-I, fuel oil, 15.75 m. t.; 188, fresh fruit, except grapes, 
free; ex 172, raw cotton, under one and one-eighth inches, .02 g. k.; 
271, cotton yarn, .037 g. k.; 289, silk and rayon yarn for sewing, em- 
broidering, etc., 5.00 1. k.; 326, osnaburgs, .75 n. k.; 1085, rosin, 1.50 
g. q.; 1193, iron or steel sheets not coated or galvanized, .075 g. k.;
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1197, tinplate, .075 g. k.; 1246, lavatories, water flushers and pans, cast. 
iron, for water closets, .35 g. k.; 1848, mining machinery, n. e. m., .18 : 
g. k.; 1844, mining apparatus, n. e. m., .25 g. k.; 1845, parts,;n.e.m., 
for mining machinery and apparatus, .45 g. k.; 1347, agricultural | 
machinery, n. e. m., .18 g. k.; 1851, parts for agricultural machinery, 
45 g. k.; 1888, conveyor belting, .20 g. k.; 1396, parts for motors, tur- 
bines, etc., .45 g. k.; 1410, electrical apparatus, n. e. m., .25 g. k.; ex 
1415, electric batteries and parts, .85 g. k.; ex 1487, tires for tractors __ | 
and agricultural machinery, 1.00 g. k.; 1562, refractory brick, 3.80 g. q.; 
1824, motion picture films, exposed, 25.00 1. k. 7 7 

_ The above requests appear to cover about 39.3 percent of Chilean 
imports from the United States in 1938, bindings representing about 
30.8 and reductions about 8.5 percent. - . 

You should transmit the foregoing information at once to the appro- | 
priate officials, pointing out the need for expeditious consideration. 

It is expected to send you detailed information on Schedule I by 
the next air pouch. oo a 7 

| | | | Hout 

611.2531 /585a , | | | 

The Secretary of State to the Chilean Ambassador (Cabero) 

WasHtneton, December 9, 1939. won 
Excettency: You will recall that pursuant to conversations be-— 

tween officials of our Governments which established a mutual readi- 
ness to undertake the negotiation of a reciprocal trade agreement 
between the United States and Chile, there was issued by my Govern- | 
ment on October 2, 1939 a public notice of intention to negotiate such | 
an agreement, together with an accompanying list of products on | 
which the United States would consider the granting of concessions, 
the text of this notice and list having previously been shown to you 
and having received your concurrence on behalf of your Government. 

The public hearings scheduled pursuant to that notice were held in 
Washington on November 27, 1939, and thereafter the appropriate 
departments of my Government have been engaged in making the 
customary studies of the information received orally and in writing as 
a result of the notice. These studies having been completed, I now 
have the honor to submit, in the form of a memorandum which is 
enclosed,** the proposals of my Government with respect to the con- 
cessions which it is willing to grant in the present tariff treatment 
accorded certain Chilean products upon their importation into the 
United States, in return for concessions with reference to the tariff 
treatment accorded certain United States products upon their impor- 

* Not printed, but see telegram No. 163, December 9, 1 p. m., to the Ambassador 
in Chile, p. 427.
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tation into Chile, concerning which a memorandum is also enclosed.** 

| The offers of the United States set forth in the attached memorandum : 

are, of course, contingent upon agreement being reached on the general | 

provisions to be included in the trade agreement, which are now the 

subject of discussions between representatives of our Governments. 

In setting forth the concessions which my Government is prepared 

to grant to facilitate the importation of Chilean products into the | 
United States, full account has been taken of the desirability of bring- 

ing the present negotiations to an early conclusion. The concessions 

offered, therefore, represent the maximum which my Government finds 

itself in a position to grant. Likewise, in preparing the list of United 

: States products upon which concessions are requested of Your | 

Excellency’s Government, every effort has been made to restrict the | 
requests therein to a minimum which can be accepted by the Chilean — 

- Government without difficulty or undue delay, and which will repre- | 

sent a fair equivalent for the benefits offered for Chilean products. 
Accept [etc. | | | | For the Secretary of State: a 

: | a Henry F. Grapy 

611.2531/605 

Memorandum of Conversation, by Mr. H. Gerald Smith of the 

Division of Trade Agreements 

: [Wasuineton,] December 9, 1939. 

Participants: Assistant Secretary Grady a 
Sefior Guillermo Gazitia, Counselor, Chilean Embassy 

Mr. Smith | 

Sefior Gazittia called on the Assistant Secretary by appointment, to 

receive the proposals on Schedules I and II which had been formulated 

by this Government for the proposed trade agreement between the 

United States and Chile. | 
In giving the proposals to Sefior Gazittia, Mr. Grady noted that 

copper had not been included in Schedule II for the principal reason 

that the trade-agreements organization, after a very thorough study of 

the subject, had come to the conclusion that a reduction in the import 

tax to the extent permitted in a trade agreement would be of little value 

to the Chilean Government. Sefior Gazittia admitted that his Govern- 

ment had not, in the original stages of the conversations, placed par- 

ticular emphasis on copper, but stated that in view of the extreme 
opposition which had developed in the United States against any 

concession on copper and the considerable comment which had 

appeared in the Chilean press, his Government might feel it necessary 
to explain why that item would not appear in the proposed trade agree- 

Not printed, but see telegram No. 164, December 9, to the Ambassador in 

Chile, p. 428.
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ment. Mr. Grady suggested that we might be able to supply Sefior | 
Gazitdia with someinformation for suchanexplanations = | 

Sefior Gazitia noted particularly the absence of dried beans and 
onions from the list of products on which the United States was pre- 

pared to offer concessions and stated that he believed his Government © 
- would find it extremely difficult-to conclude an agreement which did _ 

not contain concessions on those products. Sefior Gazittia was assured 
that onions and beans had been the subject of thorough investigation 

| by the trade-agreements organization and it was finally concluded | 
that, in view of the existing domestic situation of crop surpluses and | 
purchases by the Federal Surplus Commodity Corporation of excess oe 

| stocks, no concessions could be offered. _ ne | | 
Upon leaving Mr. Grady’s office the conversation was continued in | 

_ the Trade Agreements Division and Sefior Gazitéia was supplied with ~ 
statistical information on those products appearing in the published oe 
list of October 2 which had not been included among those on which | 
concessions had been offered by the United States. Sefior Gazitia 7 
stated that he would transmit the proposals to his Government by __ 

, airmail on December 11 and he was informed that, in accordance with | 
| a previous oral understanding, the lists of concéssions offered and ree st” 

quested by this Government were being sent to our Embassy in San- — 
tiago for expeditious presentation to the Chilean Government. __ | 

611.2531/584 : Telegram . 

The Ambassador in Chile (Bowers) to the Secretary of State 

| | | Santiago, December 12, 1939—noon. — | 

| | | : | _ [Received 1:30 p. m.| 

991. Department’s numbers 163 and 164, December 9, 1 p. m. 

Estimates here indicate that the Department is offering reductions : 

on Chilean exports to the United States whose value in 1938 was 

between 200 and 250,000 dollars. Moreover Chile’s production and 

exports of the products is not susceptible of great expansion. In 

other words the offer is so restricted as to have little value. On the 

other hand the reductions sought for American products sold to Chile 

affect some 8 to 314 million dollars worth of trade. | 

In my judgment the submission of such a proposal is not only likely 
to be rejected but our Good Neighbor policy toward Chile is certain | 
to be seriously discounted, unless we offer Chile concessions on red 
kidney beans, onions, bulk wine, et cetera, and at the same time 
greatly reduce our requests from it in our ScheduleI. - 

- We are actually asking Chile to give up in customs revenue more 
than the total value of the trade on which we are making reductions 

which is less than 1 percent of Chile’s exports to the United States.
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| If we cannot make further concessions as above suggested and reduce - 

- gur demands the postponement of negotiations indefinitely on some 

| pretext or other would probably do less damage to us here. Request 

| instructions. > a ee 

611.2531/629 i 

—- The Ambassador in Chile (Bowers) to President Roosevelt a 

a _ _Sawrraco, December 13, 1939. | 

- _ My Dezar Mr. Present: Because I am genuinely alarmed over 
| the nature of the trade agreement proposalsto bemadebyustoChileI = 

- have thought it my duty to write personally to Secretary Hullsetting = 
eo forth the very strong and unanimous conviction, not only of myself, — 

. but of Mr. Frost, the Counselor, Mr. Bohan, the Commercial Attaché, 
and Mr. Trueblood, the Second Secretary. In fact there is not one 

- man in the Embassy who does not share the views therein expressed. 
| Weare offering precious little to a country that needs help, but that = 

-would not. be bad if we ourselves were asking proportionately little, 
.. butthecontraryisthefact eee . 
- _ We have great investments here, and looking to the future, we are — 

| | afraid that unless we are able to do something more for Chile than 
7 the meager $5,000,000 credits there may be a reaction which will 

change the feeling for us here. And there is grave danger that from _ 
sheer desperation and necessity she may be forced to. suspend payment | 
on the American debt to get the dollars to buy in America the things 

| she needs. | ) | re 
You will note from the letter what the British are doing. | | 
I am sorry you got the wrong impression about the Alessandri | 

| matter.2° It never occurred to me that he should not be received. In 
view of his action in sending to the anti-Government press here com- 

| plimentary things said, not for publication, by Mr. Hull and Mr. 
Welles, I had no doubt it was my duty to warn Washington of what 
had been done to the end that you might not say anything to him as 
a matter of cordiality that could be used by the opposition press as an 
implied expression of a preference for the former Government. 
Warmest regards, 

Sincerely, _ CLaupE G. Bowers 

*On his return to Chile from a European trip, ex-President Arturo Ales- 
Sandri stopped in the United States and was received by President Roosevelt 
and other high officials, including the Secretary of State and the Under Secre- 
tary of State, but no public statements were made by them.
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| 611.2531/595 | 7 | a 

The Chilean Ambassador (Cabero) to the Secretary of State 

No. 2798/107— | [Wasurineron,] December 15, 1989. 

1.—I have read with greatest interest Your Excellency’s confidential 
note of December 9, 1939, as well as the Memorandum attached, there- 
to, relative to the concessions which Your Excellency’s Government is 
willing to grant in the present tariff treatment accorded to certain 

| Chilean products upon their importation into the United States, and 
to the concessions in tariff treatment, which Your Excellency would 
like to have accorded to certain United States products upon their 
importation into Chile, in the reciprocal Trade Agreement which is 
the subject of negotiation between representatives of our govern- 

— ments— | : | 
_-- ¥-—-Tn the note under acknowledgment, Your Excellency stated that 7 

- the concessions offered on some products of my country represent the 
maximum which Your Excellency’s Government finds itself in a posi- 
tion to grant, and that the tariff concessions requested on certain prod- | 
ucts of the United States have been. restricted to a minimum, which | 
could be accepted by my Government without difficulty or delay. You 

also state that such concessions on products of the United States repre- 
sent a fair equivalent for the benefits offered to certain Chilean | | 
products.— Oe | | 
~3.—Commercial relations between Chile and the United States, 
although very cordial, have been suffering from various obstacles in 
the last few years, due to the scarcity of foreign exchange *’ available 
in Chile to cover the cost of the articles which exporters of the United | 
States have desired to send into Chile— | 

This lack of exchange has its origin in the balance of payments be- 
| tween the two nations, which is decisively favorable to the United —_—T 

States— = => 7 oe a | 
4.—One of the most effective means for solving the problem of the _ 

scarcity of exchange in Chile, is the increase of Chilean exports to 
the United States. Approximately 90% of Chilean imports come in __ a 
here free of duty, and consist of fertilizers, iodine, iron ores, sulphur _ 
and other products in minor quantities. The balance of 10% repre- — 
sents agriculture products, which are harvested in Chile at seasons : 
opposite to those in the United States. As is natural, in negotiating a 
Trade Agreement with the United States, my Government must of 
necessity request tariff concessions on these latter products subject to 
duties. From this derives the interest with which I awaited the deci- 
sion on the tariff concessions asked by this Embassy, and which were 
transmitted to me in Your Excellency’s note of the 9th, instant.— | 

7 See Foreign Relations, 1937, vol. v. pp. 430 ff.
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| 5.—Having thoroughly studied these concessions, as well as the con- : 

; cessions which Your Excellency’s Government has requested on some | 

products of the United States, it would seem that the Trade Agree- 
| ment under discussion does not have as its main purpose the improve- 

ment of the balance of payments between the two nations. In this 
| connection I should like to call attention to some data which it is felt 

should be taken into consideration in the current negotiations: _ 

First. Due to the nature of the products and to reasons of compe- | 
tition with similar domestic articles, exports from the United States 
to Chile have increased steadily during the last few years notwith- 
standing the lack of exchange available in Chile, while Chilean exports | 
to the United States diminished in almost 40% during 1938 as com- — 
pared with the preceding year.—. | Be 

a Second.—If we analyze imports of Chilean articles in the United | 
| States for which tariff concessions are offered and compare them with — 

, exports of United States goods to Chile for which tariff concessions 
are asked, it may be well noted that while the former amounted to _ 

| $239,000 in 1928 | 1938?], the latter amounted to $1,794,000, not in 1938, 
. but in 1937, when exports of United States articles to Chile had less | 

value than in 1938.—- ee a 
Third.—That in the event such exports from Chile for which tariff 

concessions are offered are doubled, which does not seem probable, 
the value of such doubled exports would amount to only 27% of the 
normal annual exportation to Chile of articles from the United States 
for which tariff concessions are requested.— — OS 

6.—For the reasons pointed out, and taking into account the diffi- 
culty of obtaining any improvement in the balance of payments | 
between the two countries unless substantial tariff concessions are con- 
sidered for those products which Chile exports to the United States 

| subject to duties, I beg leave to request that Your Excellency be good 
enough to use your good offices to obtain a reconsideration on the part 
of the proper authorities of their decisions regarding the following 

| | products and their consent to the solicitations indicated : a | 

a). Spermaceti, reduction in duties to the limit provided for in — 
the law of June 12, 1934; *8 | 

oO | 6). Beans, the fixing of an annual quota equal to 3% of the normal 
domestic production, on the quota of which there will be charged 
duties reduced by 50%. The present duty corresponds to 100% of the 
value of the beans and the reduction, in the opinion of this Embassy, 
will in no way affect domestic Production ; | | 

c). Onions, a reduction of 50% in the duty in effect during the 
months of March and April in which there is no national production.— 

@). Grapes, reduction in the duties in effect to $0.20 per cubic foot 
during the months of February to June, inclusive, if the agreement 
with Chile is signed before that which is being negotiated with 
Argentina.— 

* Trade Agreements Act, approved June 12, 1984; 48 Stat. 943.
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e). Lentils, reduction by 50% in the duty in effect due to the fact 

that the prices of the Chilean product must depreciate In view of the | 

large surplus now in Chile as a result of the outbreak of hostilities 

in Kurope; | CC | , _ | 
jf). Chick peas, reduction in duties to the limit provided for in the 

Law of June 12, 1934, for those smaller than 50 grains per ounce of 

30 grams; | _ | | | 

g). Garlic, reduction in duties up to the limit of 50%, during the — 

months of February to May, inclusive.— __ | - : 

h). Binding on the free list of furs, sheepskins, lambskins, tartar, 
and calcium tartrate.— | | 

Knowing that Your Excellency will give your best attention to | 

these observations, I avail myself [etc. ] 
oe | A. CaBEro | 

611.2581/591b : Telegram | 

The Secretary of State to the Ambassador in Chile (Bowers) 

Wasuineton, December 16, 1939—6 p. m. 

173. Department’s 172, December 16, 5 p. m.*® In view of develop- 
ments here, and because a definite decision has already been reached 
that no reduction in or binding of the copper tax can be. included in 
the trade agreement, it has been decided to issue a public statement | 

-. to that effect. Before doing so, however, we wish to assure ourselves 
that the Chilean Government has no objection to such action. Please 

get in touch with the appropriate officials at once, therefore, in the 
sense of the foregoing and reply as soon as possible. This proposal 
has been mentioned to Gazitua, who is agreeable toits being taken up 
through you in this manner. He suggested that you confer with the 

Undersecretary of Commerce, mentioning the statement by the latter 

reported at the end of page 2 of your despatch 181 of November 29.*° 
If your reply is received in time, our statement will be issued on , 

Monday and you will be informed by telegram. 
Hoi. 

611.2531/596 

The Chilean Ambassador (Cabero) to the Secretary of State 

WasuHineton, December 18, 1939. 

Exceitency: I beg leave to invite Your Excellency’s notice to my 
communication of December 15,1939, in which were formulated certain 
observations with respect to the Reciprocal Trade Agreement which is — 

now the subject of conversations between representatives of our 

Governments. 

*” Not printed.
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, Since writing the above mentioned note I have been in consultation | 
a with my Government on the matter and am now in receipt of instruc- | 

a tions to confirm that the points of view expressed therein are, in every 
_ respect, those of my Government. a oe 

61L2581/619 | | | | | | 
| ~ Memorandum of Conversation, by Mr. H. Gerald Smith of the 

| | | _ Dwision of Trade Agreements SO — 

| | Be -{Wasurneton,] December 19, 1939. 
Participants: Sefior Guillermo Gazittia, Counselor, Chilean Embassy 

| Mr. Hawkins | | 
| Mr. Smith — 7 | a 

| Sefior Gazittia called to discuss certain questions in connection with 
| the general provisions of the proposed trade agreement, concerning 

| which he had received cabled instructions from his Government. | 
| - With regard to Article I, on most-favored-nation treatment, the 

| proposal of the Chilean Government was for the use of the formula 

a developed by the League of Nations on this subject.” Sefior Gazitéia | 
| was informed that his Government’s proposal was acceptable in 

- principle, subject to a close examination of the actual language of the 
| League of Nations’ formula in relation to that proposed by this 

Government, but it was believed that the final clause of the League | 
of Nations’ formula, on exceptions for frontier traffic and customs 
unions, should remain in Article XVI with other exceptions, as set 
forth in the draft proposed by this Government. ) | 

With respect to Article V, on monopolies, the Chilean Government 
expressed a desire that this be eliminated from the proposed agree- 
ment. It was indicated to Senor Gazittiia that we wish to retain this 
Article, and before considering its elimination, we would wish to 
know the reasons why the Chilean Government desired to have it 
dropped. 

The Chilean Government also desired to eliminate Article TX of 
the proposed draft which provides specifically that the schedules 
annexed to the agreement and the notes included in them will be con- 
sidered as integral parts of the agreement. It was indicated to Sefor 
Gazitta that we might eliminate Article IX provided the appropriate 
changes were made in Articles VII and VIII to the effect that the 
schedules were to be considered parts of the agreement. 

In Article XIV, the general safeguard provision, the Chilean Gov- 
ernment desired to have a thirty day escape clause inserted. Sefior 

“League of Nations, Official Journal, Special Supplement No. 188, p. 128.
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Gazitia was informed that such a proposal would be acceptable to | 
this Government and that appropriate changes should be made in 
the first and third paragraphs of Article XX. | 

Sefior Gazitiia stated that his Government desired to have Article 
XVI broadened to include exceptions to most-favored-nation treat- 
ment. in connection with trade between Chile and its contiguous 
countries (Peru, Bolivia and Argentina). He was informed that this 
Government was opposed in principle to such exceptions to most- 
favored-nation treatment, that the Cuban exception on our side was 

_ @ special case based on historical considerations and was much less 
comprehensive than the Chilean proposal respecting contiguous 
countries, that it would be to Chile’s disadvantage if the United States 
were to permit exceptions in the case of Canada and Mexico, (which 
we would not in any case desire), and finally that in view of the fact 
that various countries with which Chile has treaties or agreements 
do not reciprocate in the matter of exceptions of contiguous countries, 
the exception proposed by Chile would have little practical signifi- 
cance. Qn the basis of the foregoing, this Government could not 
agree to the Chilean proposal. | 
With regard to the third paragraph of Article XVII, respecting © 

the constitutional limitations on the authority of the Federal Govern- 
ment in the United States with respect to the sale, taxation or use of 
imported articles, the proposal of the Chilean Government was to — 
make this provision reciprocal. It was indicated to Sefior Gazitta 
that there would be no objection to this proposal. 

, Sefior Gazitia pointed out with respect to Article XX, the termina- 
tion provisions, that his Government had stated that only the schedules | 
and the related general provisions could be put into effect provisional- 
ly, the entry into force of the remaining general provisions being sub- 
ject to ratification by the Chilean Congress. It was suggested to 
Sefior Gazittiia that he inquire of his Government whether it was 7 
believed possible that the agreement could be ratified by the Chilean : 
Congress within thirty days following signature, and if so that the 
provisions of Article XX be drafted so as to provide for the entry into 
force of the entire agreement on that basis. If it should develop that 
Congressional ratification could not be secured within thirty days 
then the suggestion was made that the schedules and related general 
provisions be put into effect provisionally thirty days after signature 
and the remainder of the agreement following exchange of the instru- 
ments of proclamation by the President of the United States and of 
ratification by the Chilean Congress. 

Sefior Gazittia said that he would send a cable immediately to his 
Government conveying the foregoing information.
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_611,2531/606 : Telegram Oa | - cs, | 

. The Ambassador in Chile (Bowers) to the Secretary of State | 

a —  Saswrraco, December 21, 1939—1 p. m. 

| OO _ / [Received 12: 45 p. m.] 

939. Referring to my telegram No. 238 of December 20, 7 p. m.,* 

| conveying Chile’s consent to the publication of a statement at Wash- 

ington to the effect that the pending trade agreement will not affect 

the copper tax in the United States, it is important to explain that 

| Chile’s consent was based upon the telephone communication received 

| by the Embassy from the Department on the afternoon of December 

18 to the effect that Chile’s acceptance would result in very sympathetic 

consideration by the Department to a revision of Schedules I and IT 

to render them more favorable to Chile. | 
| - + BowErs 

- 611.2531/629 | . | | | 

| | ‘The Secretary of State to President Roosevelt 

| [WasHineron,] January 3, 1940. 

My Dear Mr. Presiwent: I have received your memorandum of 

December 20, 1939,** enclosing a letter from the Honorable Claude G. | 

Bowers, American Ambassador of Chile, commenting on the pro- 

posals for Schedule IT of the trade agreement with Chile. : 

I am enclosing a draft reply for your signature if you deem it 

appropriate. | | 

: Faithfully yours, | Corpett Hut 

: [Enclosure] 

Draft of Letter From President Roosevelt to the Ambassador in 

| Chile (Bowers) | 

Dear Craupe: I have received your letter of December 13. In 

regard to the trade agreement proposals, it seems to me from infor- 

mation furnished by the State Department that you may not have 

taken sufficiently into account in your appraisal of the situation that 

in an arrangement of this kind the binding of duties may be of as 

much or greater importance than duty reductions from a long-range 

viewpoint. I am told that on the basis of both duty bindings and 

reductions, our proposals cover 55 percent of our imports from Chile 

“Not printed. 
“For statement to the press December 21, see Department of State Bulletin, 

December 23, 1939, p. 7338. 
“Not printed; it requested the Secretary to draft a reply to the enclosed 

letter (ante, p. 432).
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in 1938, whereas our requests cover only 39 percent of Chilean im- | 
ports from this country. One of the bindings which we offered was 
on nitrate, and we were able to make this offer only after consider- | 
able discussion necessitated by certain views expressed by the War 
Department. Your computation does not seem to give weight to © 
the importance of this concession to Chile. | ee | 

I agree that on the whole, the concessions we are now able to offer 
leave something to be desired. It must be kept in mind, however, 
that we are facing bitter opposition to the continuance of the trade- 
agreements program which will come to a head when the Trade 

Agreements Act comes up for renewal at the next session .of Con- 
gress. In these circumstances, it is necessary to proceed with caution. 

With regard to our requests for tariff concessions from Chile, it 
may be that these can properly be regarded as excessive, but it must | 
be borne in mind that in formulating our requests, we naturally 
must indicate what would serve our interest. If the Chilean Gov- | | 
ernment considers them unreasonable and will indicate the ground | 
on which it finds them so, we will, of course, be glad to reconsider oo 
them. . | 
We are hopeful that Pedregal can present specific proposals for the 

proper utilization of the $5,000,000 credit, for the mutual benefit of 
both countries. As yet, however, there seems to be little of a concrete 
nature to report. I have asked the State Department to keep you | | 
currently informed. | | | 

Very sincerely yours, | | 

FINANCIAL ASSISTANCE BY THE UNITED STATES TO THE 
| GOVERNMENT OF CHILE 

825.51/1055 Oo 7 | 

The Ambassador in Chile (Armour) to the Secretary of State 

No. 526 | SantTraeo, February 24, 1939. 
| [Received March 3.] 

Sm: I have the honor to inform the Department that I arrived : 
in Santiago by plane returning from the United States on Tuesday, 
February 21st last. This morning, having had an appointment to 
visit the Minister of Foreign Affairs ** for the purpose of signing and 
exchanging notes prolonging the modus vivendi,** he raised the ques- 
tion of my visit to Washington and I took the occasion to explain to 
him briefly the situation at the time I left: which was to the effect 
that the charter of the Export-Import Bank having been due to expire 

“* Abraham Ortega. 
* See pp. 408 ff. |
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in June next the question of its extension was then before Congress ; 

and until this had been decided and the exact terms of the new or 

7 revised charter were known, it would be impossible to give any definite | 
reply to the Chilean Government on the proposals submitted by the | 
Minister of Finance. I explained to the Minister, however, that I | 

7 felt sure that once the question of the Bank’s charter had been settled 
a our Government would be disposed to give every consideration to the 
_. Chilean: proposals. I ventured to suggest, however, that the amounts 

7 involved: were very high and that it would probably be advisable to 
take up first the most urgent and necessary measures whichI presumed 

| would be those involving supplies and materials to be used in recon- 

struction arising out of the earthquake disaster. I also explained to | 
the Minister that the 3 percent rate of interest mentioned in the - 

_ Chilean Government’s memorandum was, I felt, too low, and that I 
. thought that the Bank would probably not be able to consider a figure 

- below 414 to 5 percent. Subject to these qualifications, however, I felt | 
sure that if the charter of the Bank were renewed, our Government | 

| would do what it could in the matter of extending credit to Chile for 
the purchasing in the United States of needed materials. | 

| Following my interview with Sefior Ortega I received word that _ 
the Minister of Hacienda would like to see me later in the afternoon, — 

| and I have just returned from a conversation of more than an hour 
with Sefior Wachholtz. I was accompanied by the Counselor of the 

| _ Embassy,** but the Minister himself was alone. | | 
| | I outlined to Mr. Wachholtz the situation as I had given it to the 

Minister of Foreign Affairs, only in more detail as of course Sefior 

Wachholtz is more familiar with the various proposals and is the one | 
bearing the brunt of trying to secure favorable consideration by 
Congress of the Government’s proposed tax bill. Sefior Wachholtz 
appeared tired and worn and showed plainly the effect of the arduous | 

two weeks he had been through in his negotiations with Congress 

since my departure. | 
After expressing appreciation of the sympathetic reception which 

I told him his proposals had received in Washington, he asked me 
whether I could give him any assurances as to the possibility of loans 
from the United States either from the Government or bank loans of 
some nature or other. I told him quite frankly that all that I could 
do was to assure him that once the charter of the Bank had been 
renewed I felt sure our Government would be willing to receive him 
or any delegate he might decide to send with a view to examining the 
various proposals, but reiterated that I thought it would be a wise 
move on his part to reduce the amounts for the present, at any rate 

to essentials and to materials for projects most urgently required. 

*“ Wesley Frost.



I said that of course anything having to do with necessary earthquake | 
reconstruction would naturally commend itself to the particular 
sympathy of the Government and the people of the United States, 
and that I wondered whether it would not be a wise move to begin with 

_ certain of these measures, then later perhaps presenting the more | 
urgent aspects of his general economic (fomento) plan. At the same 
time I explained to the Minister as I had already done in my talks with 
him prior to my departure that a determination by the Chilean 
Government to continue with the maintenance of the present debt plan | 
and a moderate attitude toward American companies and investments | 
in Chile would do more in my opinion to secure favorable consideration | 
of the various projects he had in mind than any other factor. Not | 
unnaturally, perhaps, I said New York and even Washington were | 
looking with some apprehension as to what the new Government’s oe 
attitude might be in these directions, and I felt it my duty to state | 
quite frankly that drastic action against the American companies 
would make it very difficult, if not impossible, for our Government 
or for one of its agencies, e. g. the Export-Import Bank, to consider | 
favorably or with the same sympathetic approach the plans. the | 
Minister was putting forward. _ CO | : 

The Minister said that he understood the situation clearly but that 
on the other hand he was in a very difficult position as the Govern- __ 

| ment must have money and must get it somewhere. We suggested | 
that possibly the abandonment for the present at least of the proposed | 
construction of two cruisers might help out. The Minister admitted Oo 
that this would yield a saving of $4,000,000 a year which over his | 
proposed 5 year period would certainly amount to a very considerable - 
sum. However, he refused to commit himself on this subject and both _ | 
Mr. Frost and I received the distinct impression that the Govern- | 
ment’s decision on this point, which both parties have avoided publicly 
discussing, has not yet been taken. 

_ The Minister asked if I could give him any indication as to up to 
what amounts the Export-Import. Bank would be willing to give 
credits to Chile. I replied that I felt that discussion of amounts was 
futile at this time, certainly until we had some further word as to the 
terms under which the charter of the Bank would be renewed. 
The Minister went on to say that credits for the purchase of needed 

materials in the United States would not be enough, that actual cash 
would also be required, and that this they would have to secure from 
outside Chile. Pressed on this point he explained that using as a 
basis of argument a total of $80,000,000 over a five-year period this 
would be $16,000,000 a year, of which he thought 70 percent could be 
in materials furnished, but the remaining 30 percent would have to 
be cash.
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a . The Minister asked me whether I could give him definite informa- | 

| tion as to our Government’s proposals with regard to the charter of 

the Bank. I explained that the hearings were in progress when I | 

| left and that various changes had been suggested, among them being | 

- one to restrict to $100,000,000 the total amount which the Bank could 

have outstanding at any one time in the form of credits. IT under- 

stood that the bill renewing the charter of the Bank had been favor- | 

| ably acted upon by the Senate with this proviso and returned to the 

| House, where I thought it possible that further changes might be 

made, perhaps even in the direction of increasing the amount men- 

| tioned above. The Minister seemed to be somewhat concerned over the 

- fimitation suggested, adding that he thought it probable that Brazil 

| alone would be able to use up the $52,000,000 remaining,—$48,000,000 

| being the sum which he understood was already outstanding.. I told 

ss the Minister that I felt sure that every consideration would be given 

to Chile’s needs and that frankly for the present more than that I 

| could not say. The Minister seemed to be most anxious to know 

| whether, under the new or revised powers of the Bank, it would not 

be possible to have a cash loan in some form made available. I told 

| him that this was a question which I could not answer: that up to 

| the present I understood that the Bank’s powers had not included 

| loans of that type and from the tenor of Congress when I left it 

seemed unlikely that the powers of the Bank would be enlarged in | 

this direction: that the general inclination seemed on the contrary to 

7 be to restrict the powers of the Bank. = SC | 

I told Sefior Wachholtz, who appeared to be very discouraged at 

| the prospects before him, that I expected within the next few days 

that we would have more definite word with regard to the renewal of 

the Bank’s charter and that then I hoped to be in a position to discuss . 

the whole question with him in more definite form. He said that his 

- main difficulty was that in his sessions with the Congressional Com- 

mittee he was being pressed as to the possibility of an external loan 

being accorded Chile, and until he was able to give some definite reply 

on this point the situation was going to remain difficult if not critical 

for the Government. I told him that naturally the question of loans 

by private banks, or agencies not connected with the Government, was 

- outside of my jurisdiction and was a question which he and his Gov- 

ernment would have to take up with the banks themselves. I said that 

much as I should like to give him some encouragement I could not 

properly do so at this time: that it would only create misunderstanding 

later if we were to give him the impression now that something along 

these lines might be forthcoming or he on his part should give the 

impression to the Congress here that a loan or loans of some nature 

from the United States would be forthcoming later. I did say, how- 

ever, that I felt that if he would be willing to proceed for the present
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| on the basis of continuing under the present foreign debt arrange- 
| ment and to show a moderate attitude in dealing with American com- | 

panies -and others having investments in Chile and content himself | 
- with securing consideration of the immediate needs of the Govern- 

ment through credits extended by the Export-Import Bank, I felt 
that such procedure would create a most favorable impression abroad | 
and very possibly increase Chile’s credit to the extent of later enabling | 
them to secure loans or credits of some sort along the lines which he 
had envisioned. | | | | 

The Minister admitted that perhaps what I said might well be true, _ | 
but frankly the Government was faced with a difficult problem and _ - a 
that he feared that more immediate assistance would be required and 
that for this purpose the Government might find it necessary to have 

~ recourse to the American companies for financial assistance as wellas 
possibly revising their stand on the foreign debt. In any case he said | - 

| he would proceed very carefully, particularly bearing in mind what | - 
| I had said about the necessity of doing nothing to upset the favorable 

impression which the Chilean Government had already created and the — | 

good will with which he knew the government at Washington would | 
approach the proposals he had placed before them in his memoranda 4” 

_ which I had taken with me on my visit to Washington. 

~ Respectfully yours, oe Norman ARMOUR > 

$25.51/1055: Telegram a | 7 : 
- The Secretary of State to the Ambassador in Chile (Armour) | 

Oo | : Wasuineton, March 9, 1939—7 p..m. 

, 40. The Department has received your despatch no. 526 of February 
| 24.and is in entire accord with your excellent presentation of this Gov- — 

 .ernment’s position to the Minister of Finance. | | | 
7 _ The Department is now giving earnest and urgent consideration. to 

the Chilean situation and hopes to be able within the next few days 
to telegraph you.an indication of what this Government may be in 
a position todo. . | 

825.51/1057: Telegram | , | | 

The Acting Secretary of State to the Ambassador in Chile (Armour) 

7 Wasuinéron, March 11, 1939—3 p. m. 
| 41. Reference Department’s telegram no. 40, March 9, 7 p. m. and - 

Embassy’s telegrams nos. 49, March 10, 3 p. m. and 50, March 10, : 
: 7 p. m.* | a | 

“Not found in Department files. 
“ Telegrams Nos. 49 and 50 not printed. 

293800—57——_29 re
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- The Department continues to be greatly interested in the develop- 
| - ment of events in Chile, especially as bearing upon American invest- 

— ment and trade. The position in Washington at the moment appears 
|  tobeasfollows: | ne | | | 

(1) It is believed that it is essential to keep before the Chilean Gov- 
| ernment the necessity of avoiding all action vis-4-vis American inter- _ 

ests of a confiscatory or discriminatory character. It is expected that 
the Chilean Government will deal with them according to the estab- . 

| _ jished rules of international law. American enterprise of course must 
| make an equitable contribution to the needs of the country and govern- 

— ment. : os , | | 

We hope of course that the Chilean Government will not suspend — 
| payments on its dollar external loans. The maintenance of such pay- 

ments would make any action by this Government easier to carry | 
, through and complete suspension would make American governmental | 

assistance difficult. However, the Department is not prepared to take 
a rigid stand in this matter and if, as part of its general program, the 

| Chilean Government should reduce debt payments for a limited period, 
| it might be that we would not assume a critical position. : . 

- (2) The Chilean economy appears to be in real difficulty. Neither 
_ the Chilean Government nor the American enterprises operating with- 

in the Chilean economy can expect to overcome the necessity for — 
| adjustments or sacrifices by securing large scale financial assistance 

from the American Government. Nor would such a policy, involving — 
as it might the creation of substantial new debt without proper adjust- 
ment of underlying conditions, be mutually beneficial in the long run. 

(3). Keeping clearly in mind these observations, the American 
Government would like to be helpful in the circumstances. It is there-— | 
fore fully prepared to give consideration to such proposals for financial 
assistance or cooperation as the Chilean Government may wish to 

| present. However, before any action could be taken on such proposals 

this Government, and the Treasury and the Export-Import Bank in : 
particular, would have to be convinced that the whole program con- 
templated by the Chilean Government promised to establish a sound 
working basis for Chile, and that the assistance requested of the United | 

States would be a fair contribution to the general adjustment under- 
taken by the Chilean authorities and the private economic interests 
involved. Furthermore, such assistance could probably only be carried 

through with the consent of Congress as it would likely involve the 
necessity of raising the present limit upon the operations of the Export- 

| Import Bank or other congressional authority. 
, If the Chilean authorities formulate any requests or you wish to 

_ formulate any, the Department will discuss them promptly with the 
Treasury and Export-Import Bank. For your own guidance:
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' (a@) The Chilean plans for expenditures amounting to 25 hundred 
million pesos seem over-ambitious if they are contingent upon raising 
four-fifths of the amount by foreign loans. We doubt whether an 
appreciable amount, if any, could be raised abroad. It would seem 
that the program should be started on a small enough scale to give 
reasonable assurance that it can be financed internally and externally : 
and that any credits granted may be repaid within a reasonable period 
of time. , 

_ (6) The housing project might be deferred except possibly that 
_ part within the earthquake area. : 

(c) Funds for all domestic labor and materials should be raised in | 
Chile. Your despatch no. 537, March 1,“ would indicate that this is 
feasible, particularly if the funds for the cruiser purchase plan should | 
be diverted, at least temporarily, for this purpose. However, the | 

_ Government of the United ' States cannot of course undertake to advise 
the Chilean Government with respect to the diversion of these funds. 

(d@) The Export-Import Bank might consider the extension of 
short-term acceptance credits to enable Chile to liquidate the present 

_ exchange arrears for imports of American products. (It would be 
desirable to have information indicating the composition of exchange 
arrears by countries and by type, that is, imports, remittances of earn- 
ings, et cetera.) | | 

(¢) The Export-Import Bank might consider specific proposals for 
the longer term financing of exports of American products necessary | 
in the furtherance of the Chilean program. | | 

The Department believes that no useful purpose would be served. 
by having a Chilean representative come to Washington at this _ 
moment to discuss solely the exchange situation, and that decision on 
this matter should be deferred until the Department has conferred 
with the other Government agencies upon the entire plan. 

WELLES | 

825.51/1079a: Telegram | . 

The Secretary of State to the Ambassador in Chile (Armour) 

Wasuineton, April 25, 1939—6 p. m. 
64. At a meeting held yesterday between representatives of the _ : 

Department, the Secretary of the Treasury and Mr. Warren Lee Pier- 
son of the Export-Import Bank, it was agreed that it would be desir- 
able to extend an invitation to the Chilean Minister of Finance to come | 
to Washington to discuss economic cooperation between Chile and the 
United States as soon as his Government had drawn up a specific 
economic and rehabilitation plan to place before us. It was also 
agreed to proceed to attempt to secure from the Congress increased 
loaning powers for the Export-Import Bank, probably in the form of 
loaning powers specifically reserved for transactions with the other 
American republics. In addition it was agreed that if the Chilean 
Government submitted a request for a loan of gold, similar to that : 

“ Not printed.
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envisaged in the Brazilian arrangements,” as a part of a reasonable 

-- program of economic cooperation, an endeavor would be made to 

. secure congressional authorization. | | 

The Department is very perturbed over the vacillating attitude of 

the Minister of Finance reported in your despatch no. 636 of April 

19.*. It feels in particular that an essential condition of any arrange- 

| ment for economic cooperation would be an assurance from the 

Chilean Government that at least the present small interest payments 

| on the external debt be continued. In view of this attitude of the : 

Minister of Finance it is suggested that in your discretion you may 

find it desirable to discuss the entire situation with the Minister of 

Foreign Affairs and the President outlining the Department’s posi- | 

tion as indicated in previous telegrams, and extending the invitation | 

mentioned above if you deem it expedient. . | 

a / Oo Hoi 

| 825.51/1088 : Telegram | | 

The Ambassador in Chile (Armour) to the Secretary of State ~ 

- . Santraco, April 28, 1939—5 p. m. 

| [Received 8:40 p. m. | 

: 73. Department’s telegram No. 64, April 25, 1 [6] p. m. After a | 

talk with the Under Secretary of Foreign Affairs for Commerce in 

: which I brought the substance of the Department’s telegram No. 64 

| | to his attention we agreed that it would be advisable for me to have 

| - another talk with the Minister of Finance and to extend to him an > } 

invitation to go to Washington for the purpose mentioned in the 

- Department’s telegram. I found the Minister of Finance inamuch 

more optimistic mood following the successful passage of his recon- 

struction bill. He expressed appreciation of the invitation and 

assured me that it is his intention to prepare more specific plans to 

_ place before-us and probably to have one or more officials proceed to 

Washington when these are completed. He hopes this will be not — | 

later than the middle of May. He thinks it would not be advisable 

to proceed himself for the present, first, because his presence will be 

required here and also as his visit might create comment. He might, 

a however, follow later after the preliminaries had been concluded. 

At the same time he has asked me to assure the Department, as did 

the Under Secretary for Commerce, that while the authorization to — 

use the funds set aside for the debt service remains in the law just 

passed the Government has no intention of availing itself of this 

| power. He intimates that the clause once reinserted could not, for 

political reasons, be deleted. | | | 

| | ARMOUR 

| © See pp. 348 ff. 
“© Not printed. : | ,
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825.51/1188 | a | | 

| 7 The Ohargé in Chile (Frost) to the Secretary of State 

No. 856 7 Santraco, August 19, 19389. 

| | a [Received August 25.] 

Sm: I have the honor to report that yesterday Sefior Wachholtz, the 

Chilean Minister of Hacienda, who was a dinner guest in my home, : 

took occasion late in the evening to bring up the question of his visit 

to Washington, a question which I had studiously avoided. | 

The Minister stated that he had received information to the effect , 

that the Export-Import Bank still has substantial funds at its dis- | 

posal, due to the fact that the Brazilian Government has not availed 

itself of the credits offered by the Bank. I replied that my personal 

impression has been that the Bank may still be in a position to grant | 

moderate credits to Chile, although I have had no information tothe __ 

effect that this was due to any non-implementation of our Brazilian 

undertakings. The Minister stated that the Corporations of Fomento 

and Reconstruction will desire credits for electrical machinery, road- 

-. making machinery, and agricultural machinery, possibly to the 

amount of 10 or 15 million dollars. He added that he has received 

offers of credits from Germany, and without intimating that he will | 

refuse them nevertheless.suggested that he prefers American credits 

in so far as feasible. He inquired.whether any credits granted by the . 

Export-Import Bank could be made direct to the two Corporations | 

in question. I answered that in general the credits were granted to. 

American export firms, but that it has not been my understanding | 

that the granting of direct credits to the Corporations would be . 

_ entirely impossible. He mentioned that he would not wish the credits 

to be granted to the Chilean Government (perhaps alluding to the 

- Brazilian arrangements) but rather to the Corporations, so that the | 

transaction would be a commercial one. between the Bank and the os 

Corporations. Finally he alluded once more to the possibilities for 

the conclusion of a trade agreement between Chile and the United | 

States. : | a 
I am disposed to feel that, without. the faintest solicitation on my 

part, Sefior Wachholtz has thus more or less outlined the terms under 
which he would consider a visit to Washington to be generally advan- 

-tageous. At the outset of our talk he mentioned that he has been 

feeling that the present time is not very propitious, either from the 
standpoint of Chilean internal politics or the standpoint of American 
internal politics, for negotiations, and from his remarks it was evident 
that he has given a good deal of attention to the situation in the United 

States. As these statements were merely prefatory to his further state- _ 

ments outlined in the preceding paragraph, it seems evident that they
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| were intended principally to assume a tactical position before indicat- 
ing the conditions which might render the Washington visit fruitful. 

oe There would appear to be no doubt that the types of machinery | 
_ specified by Sefor Wachholtz will be needed here in the near future, 

and that they will be imported either from Germany or the United 
States. It seems not unlikely that imports will be made from both 
countries, and that the share which comes from the United States — 
will be determined to a good extent by the granting or the withholding 

| of Export-Import Bank credits. There are two motives which would 
: impel the Minister to conclude contracts in the United States, (a) his 

_ belief that American machinery is on the whole superior, and (6) his. 
desire to demonstrate to his countrymen that the present Chilean 
Government and the Corporations which it has created command 

7 confidence in the United States. The second motive is presumably _ 
_ much the stronger of the two. It may be added that Sefior Wachholtz | 

would probably be pleased by the personal prestige and honors inci- - 
dental to a journey by him to Washington; and also that heis friendly  __ 
to the United States and is by no means indifferent to the building up — 
of amity and goodwill from genuinely patriotic and ideahstic motives. 

I must frankly state that his interest in the trade agreement seemed 
| _ to be minor; although, as the Department is aware, in my own mind 

the trade agreement is more important from the standpoint of the 
| general and permanent relations between the two countries. I have — 

the impression that the considerations which render it important are 
) less familiar to the Minister than are the considerations directly 

affecting the financial plans which he has sponsored for the economic | 
| upbuilding of Chile, although this is not the case with regard to the 

group of superior officers who have been for years associated with the 
Chilean Government and its problems, and which includes Sefiores 
Garcia,” Vigar,* Goytia,** Steegers,© Vergara,®* and Guillermo 
Gazitia.® | 

If the Department should decide that the Wachholtz visit is still 
desirable, after an examination of the terms which he has sketched, 
I should personally still be disposed strongly to urge that an attempt 
be made to reach the stage of announcing the intention to negotiate a 
trade agreement with Chile synchronously with any announcement 
which may be made respecting Export-Import Bank credits. The two 
announcements taken together would manifestly constitute an im- 
portant event in Chilean-American relations, whereas the granting of 

“ Desiderio Garcia, Under Secretary for Commerce. | 
* Apparently Cayetano Vigar Fontecilla, Sub-Secretary for Commerce. 
* Medardo Goytia, member of the Chilean Exchange Control Commission. 
* Francisco Steegers, member of the Chilean Exchange Control Commission. 
°° German Vergara Donoso, Under Secretary for Foreign Affairs. 
“Guillermo Gazittia, Counselor of the Chilean Embassy in the United States, 

formerly an economist in the Ministry for Foreign Affairs.
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credits alone, in the limited amounts which it is understood might be | 

managed, could perhaps not very readily be presented to the public | 

as of outstanding importance. It would moreover leave unsatisfied | 

the group of informed and patriotic Chilean economic officials who 

continue to be earnestly preoccupied by the balance of payments be- — : 

tween the two countries, and would thus be inconclusive. | 

. . . L have the impression that Sefior Wachholiz is now so firmly 

- entrenched in his position, and enjoys so thoroughly the confidence of 

President Aguirre, that he will expect and insist upon carrying - 

| through the negotiations personally rather than transferring them | 

to Foreign Affairs Minister Ortega or any other official. If he is 

accompanied by Sefiores Garcia and Goytia, as the latter has hinted | 

_ to me is apt to be the case, there would seem to be no reason why a a 

delegation headed by him could not negotiate fully as effectively as | | 

one headed bythe Foreign Minister, = a 
It need not be added that any expression of the Department’s views 

for the guidance of the Embassy would presumably be most helpful 

to Ambassador Bowers when the latter reaches Chile in the immediate 

future. . Oe | 
Respectfully yours, Oo - Westzy Frost 

825.51/1136 : Telegram . | 

The Chargé in Chile (Frost) to the Secretary of State | 

- | Santraco, August 24, 1939—1 p. m. | 
| | [Received 2: 48 p. m. ] 

197. Referring to my airmail despatch No. 856 of August 19, 1939 

Wachholtz today through Goytia and Commercial Attaché orally but 

definitely requested Embassy to ascertain at once whether Export- 

Import Bank can grant the Corporation of Fomento direct credits 

to not less than 10 million dollars if possible for 3 years, 5 million 

dollars to be used during remainder of 1939 primarily for purchase of 

agricultural machinery, balance to be used as occasion arises during | 

1940 for electrical and other machinery. Question of interest rate 

was not discussed. Goytia brought out again the fact that the Corpo- 

ration is being constantly urged by the German Embassy to avail itself | 

of favorable offers of German agricultural and other machinery. In 

this connection the Department’s instructions are requested as to 

whether if the response is favorable Wachholtz should be invited 

again to visit Washington in the immediate future at which time the 

granting of the credits would be announced. Also whether Depart- 

ment’s announcement of intention to negotiate a trade agreement with 

Argentina ® may signify that a solution of the exchange question has 

® Department of State Bulletin, August 26, 1939, pp. 166-170.
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| been formulated which might permit a similar announcement as to a : 
oe Chilean-American trade agreement during Wachholtz’s presence in the 

, United States. It should be borne in mind that the credits mentioned 
above are desired at the earliest possible time. | | : 

; | : oe | : De Frost _ 
| -825.51/1186:Telegram Oo OS | 

The Secretary of State to the Chargé in Chile (Frost) 

| a | Wasuineton, August 26, 19839—5 p. m. | 
108. Your 127, August 24,1 p.m. As you are aware the activities : 

| of the Export-Import Bank are severely restricted as a result of the 
| failure of the House of Representatives to consider a bill including a 

_ provision which would have increased the lending power of the Bank. 
__. Nevertheless, the Export-Import Bank has indicated that it is pre- : 

pared to consider the extension of credits of up to $5,000,000 to facili- 
| _ tate exports during the next 6 months of American equipment ur- 

| | gently required by the Chilean development’ program. Under the 
Ls present circumstances the Export-Import Bank is not in a position to’ 
- undertake any commitments beyond this amount, but it would, of : 

course, consider further credits if its lending functions were increased 
| at some subsequent date. — | | 

, The operation would take the form of facilitating the financing of | 
a specific exports by American concerns, and would in no sense bea. 
: “direct” credit which would place freely disposable funds in the . 
| _ hands of the Chilean authorities. There would be no objection tosales 

| | of American products to the Corporation of Fomento, but it would 
be assumed that this was a governmental agency. The mechanism 

: would probably be a discounting by the Export-Import Bank, with 
| or without partial or full recourse, of notes received by American 

exporters from the Chilean purchaser. It is assumed that provision 
| would be made for amortizing the notes out of the proceeds of the new 

copper and other revenues. | 
| _ It will be necessary for this Government to have full information 

as to what materials and equipment would be included in the $5,000,000 
| amount, and the relation of these specific requests to the whole Chilean 

development program. It is assumed that first purchases will be for 
the most urgent purposes. 

The rate of interest on such credits of 8 years is a matter for dis- _ 
cussion with the Chilean authorities. The rate of interest for similar | 

_ arrangements with other countries has been set at 5 percent. There is 
_ at present some discussion of moderate reduction in this rate, but a 

rate of three percent appears to be out of the question. 
Regarding your inquiry concerning a visit by the Minister of 

Finance to Washington, this Government has already invited Wach- 
holtz to come to this country, and will be pleased to receive him.
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| Extensive informal preliminary discussions regarding a tradeagree- _ 
ment are taking place between members of the Department and the 
Chilean Counselor of Embassy. Information regarding this phase of - 7 
possible discussions with the Minister of Finance will be made avail- 
able to you shortly. 

| | Hou oe 

|: 825.51/1141: Telegram | | 

The Ambassador in Chile (Bowers) to the Secretary of State 

- a Santiago, September 9, 1939—1 p. m. . 
| a [Received 1:55 p. m.]. 

| 144. Department’s telegram number 108, August 25 [26], 5 p. m. 
Goytia and Garcia informally state that Fomento Corporation wishes - 
to accept the 5 million credit and more later if possible suggesting an | 

| interest rate of 4 percent. They are preparing detailed information. — 
_ Export and Import Bank should be notified. I expect to confer for- _— 

mally with Wachholtz within a few days. | 
| | | Bowers > a 

825.51/1147 : a a | 
The Ambassador in Chile (Bowers) to the Secretary of State 

No. 14 | . ..» Sanrraco, September 18, 1939. OS 
| . oe [Received September 19.] | 

Sm: Referring to the Department’s confidential telegraphic in- — | 
struction No. 108 of August 26, 5 p. m., and to my telegram No. 144 - 

| of September 9, 2 [7] p. m., I have the honor to report that on Septem- , 
ber 11th I visited the Chilean Minister of Hacienda, don Roberto 

Wachholtz. So | 
_~ [informed the Minister of the substance of the Department’s tele- 

gram above cited, leaving with him a brief minute for the guidance 
. of the officials of the Fomento Corporation. The latter had already 

been informally apprised, through conversations with Sefiores Goytia 
and Garcia of the attitude of the Department and of the Export- 
Import Bank. _ : 

Sefior Wachholtz promised to secure the full information requested 
by the Department as to the precise equipment and materials to be . 
acquired through the credit of five million dollars, together with the 7 

_ relation of these purchases to the program of the Corporation as a | 
_ whole. There is some question as to whether complete details can 

| be furnished, as the Corporation’s plans, while now in fairly complete 

form, have not been worked out fully on all specific points. _
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| - Sefior Wachholtz likewise confirmed the statement made by officials | 

| | of the Fomento Corporation to the Commercial Attaché that the Cor- 

Oo - poration-hopes for an interest rate of four percent. He wasinformed — . 
that this indication had already been telegraphed to the Department — 

- and that the latter’s reaction would be conveyed to him when received. 
| | The Minister voluntarily brought up the matter of a visit by him | 

_ to Washington during the latter part of the present calendar year, | 
and stated that he intends to accept the Department’s invitation at 

, that time. I had previously been informed, by Sefior Goytia, that =’ 
| it will be difficult for Sefior Wachholtz to leave Santiago until the | 

| | annual budget law shall have been enacted by the Chilean Congress, 
which is apt to occur by about the middle of November. Sefior 
Wachholtz referred to the possibility of the conclusion of a trade | 
agreement between the two countries, and I informed him that the _ 

| Department had indicated to me its favorable interest in this matter 
: prior to my departure from Washington. _ | | 

| -_- Respectfully yours, 7 , | Ciaupe G. Bowers — 

Oe 825.51/1141: Telegram | Oo | | | | 

The Secretary of State to the Ambassador in Chile (Bowers) _ 

: | SO WasHineton, September 19, 1939—8 p. m. 
ee 121. Your 144, September 9, 1p. m. The Export-Import Bank 

es has allocated $5,000,000 for the discounting of notes received by 
American exporters from the Chilean Fomento Corporation in con- 

| nection with the purchase of American equipment urgently required 
during the next 6 months by the Chilean development program. Such | 
notes are to bear 4 percent interest and to be amortized in semi- 
annual instalments during a period of 8 years. It is expected that 
provision would be made for amortizing the notes out of the proceeds 
of the new copper and other revenues. | | 

The utilization of the $5,000,000 credit is contingent upon the favor- 
able consideration by the Export-Import Bank of individual specific | 
requests, and it will of course be necessary for this Government to 
have full information as to what materials and equipment would be 
included, and the relation of these to the whole Chilean development 

| program. | | | 
a As was indicated in the Department’s 108, August 26, 5 p. m., the 

Export-Import Bank will reserve the right to work out each indi- 
vidual transaction with the American exporters involved, with or 
without partial or full recourse to such exporters. | 

Hui
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825.51/1148: Telegram | 

The Ambassador in Chile (Bowers) to the Secretary of State 

| SanTraco, September 21, 1939—11 a. m. 
| [Received September 21—11 a. m.] | 

| 156. Notified Wachholtz last night of allocation of 5 million credit 
by Export-Import Bank. He accepted with appreciation and will 
make public announcement here today. He plans to send purchasing 

agent to the United States in the immediate future. | 
: | Bowers 

825.51/1154: Telegram | 

The Ambassador in Chile (Bowers) to the Secretary of State | 

[Extract] | 

| | Sant1aco, October 11, 1939—8 p. m. 
[Received (October 12)—11: 42 a. m.] | 

178. For the Under Secretary. Wachholtz Minister of Finance and 

thought to be strong man of the Government asked to seemeatmy 

house this afternoon for certain advice. He is prepared to accept the | 

invitation to Washington and to sail on Santa Lucia arriving at New 

York on November 15. He sets forth certain purposes of the visit 

| as follows: first, to do what he can to facilitate the commercial treaty ; 

second, to discuss the possibility of getting additional credits from the 

Export-Import Bank; third, to go over the development plans here 

| in detail and to get in touch with material people concerning purchases 

required under these plans; fourth, to improve the exchange situation : 

by arranging if possible a longer term loan from Central Bank; fifth, 

he refers to conversations between Chilean and our delegates at 

Panama City about the needs of a better defense and patrol of the 

Pacific Coast and he proposes to discuss this matter with us. > 

He wishes some intimation of what we may want to discuss so 

he can take with him the necessary documentation. 

If he goes he will be accompanied by Pedugal [Pedregal], Vice | 

President of Fomento Corporation, Alfonso Fernandez, head of the 

Amortization Board, and possibly De la Cuarda, head of Exchange 

Control Commission. | | 

It will be noted while most of the matters he mentions are under 

his jurisdiction, one at least is a matter for Minister for Foreign 

Affairs though in that case, the first, there are features his depart- 

ment would determine. In the meanwhile he wishes no publicity. 

My impression is his visit would greatly clarify things in which we 

are interested. Since he must have a definite reaction to his visit in 

time to make reservations, please reply at earliest possible moment. 

| : Bowers
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§25.51/1154 : Telegram 7 _ : Oo 

The Secretary of State to the Ambassador in Chile (Bowers) | 

| : | | Wasuineton, October 14, 1939—1 p. m. 
| 140. Your 178, October 11, 8 p.m. Please inform the President, - 

| Ortega and Wachholtz that this Government has been gratified to learn 
_ of their interest in an official visit to Washington in accordance with 

| the invitation already extended. The invitation was extended specifi- 
: cally to the Minister of Finance in view of the primarily financial - 

character of the problems which it was expected would be discussed 
at the time of the invitation. As you point out, however, the scope 

: _ of discussions would now be broadened to cover additional subjects 
| not directly of a financial nature. Therefore please indicate to the | 

Chilean Government that this Government would be very glad to 
receive whichever Minister the Chilean Government deems it desirable 
to send. | | 

a In addition to the matters for discussion which you mention, the 
visit as planned would very appropriately coincide with the inception. - 

_ in Washington of the Inter American Economic and Financial 
- | Advisory Committee created at the Panama consultation.” If, how- 

_ever, the duration of the official Chilean visit is to be closely restricted 
) by the visiting official’s other activities, the following considerations 

may cause the Chilean Government to favor some further postpone- 
: ment.of the visit : | | | - 

(1) The Chilean Minister might consider it desirable to be here | 
c for the later stages of the formal trade agreement negotiations. Fol-_ 

lowing the hearings which begin on November 27 and the analysis of | 
_ briefs submitted, these negotiations will probably not get under way 

until December 15, and for some time thereafter will probably consist 
of detailed commodity discussions of a technical nature. 

(2) With regard to your points 2 and 4, reference is made to the 
Department’s No. 108 of August 26,5 p.m. As therein indicated, 
the Export-Import Bank exhausted every resource in order to set 
aside the $5,000,000 for the discounting of notes to be delivered to 
United States exporters in payment for purchases by the Fomento 
Corporation. It will thus be impossible to extend further credits of 
any sort unless and until the Congress increases the loaning powers of 
the Bank. It cannot be stated definitely now when such Congressional 

| consideration will take place. | | 
In the event it is decided to have the visiting Minister arrive on 

November 15 as tentatively indicated, it is very important that any 

| * Resolution XIII, Organization of the Economic Advisory Committee, Report : 
of the Delegate of the United States of America to the M eeting of the Foreign 
Ministers of the American Republics Held at Panamd, September 28—October 8, 
opt 5 (Washington, Government Printing Office, 1940), p. 62. See also anie,
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publicity in connection with the visit should not state as one of its 
purposes the discussion of further credits, until after Congressional | 

| consideration of the program of financial cooperation. Such publicity 
might be unfavorably received by the Congress if it occurred prior to 
its consideration of granting the additional powers necessary to permit | 
the extension of such credits, and might prejudice the whole program | 

_ of financial cooperation with the other American Republics. Also, 
in the event of the arrival of the visiting Minister prior to trade agree- - 
ment public hearings, any publicity giving the impression that an 
important Chilean official was discussing the matter of carrying on 
negotiations might have unfortunate repercussions in this country, 

| both with the public and the Congress. | 
Under the circumstances outlined, the stated purposes of the visit : 

if made in November should necessarily be definitely limited to the 
inception of the Advisory Committee, defense conversations and | 
discussions of the implementation of the $5,000,000 credit already | 
extended. If the visit were to be postponed a fortnight or more, there | 
would be no objection to publicity regarding the trade agreement | 
negotiations aspect of the visit. a 

825.51/1159 : Telegram | | | 

_ . -The Ambassador in Chile (Bowers) to the Secretary of State 

| | Santiago, October 17, 1939—5 p. m. 
— [Received 7: 44 p. m.] 

—-- 187. Wachholtz sent for me last night to say that in the light of 
the Department’s telegram No. 140, October 14, he thought his visit | 
would be inopportune since he would have to return with nothing to | 
show for the journey. Pedregal of the Fomento Corporation could | 
settle the use of the 5 million. He said his policy of reasonable con- - 
servatism which is real has centered upon him the fire of others with 
less sense of financial responsibility and he could not afford to |. 
strengthen the hands of his enemies by going and returning empty 

handed. | , 
2. He referred to the unused part of the Brazilian credits and asked 

if it were possible to increase the credits to Chile pending Congres- 
sional action. | 

| 8. He asked if it were possible to get Congressional action during 
the present session. 

4. Referring to conversations with Welles in Panama by Chilean 
delegates and Welles’ promise to get assistance for Chile in the way 

| of naval defense, he indicated his understanding that his Government 
is interested, but that he would not be a natural negotiator and that | 
no publicity would be desirable.
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5. The fact is that the war has placed Chile in a very embarrassing - 
| financial position which is expected to extend a few months and she —y 

| needs support now. In this connection he mentioned the authorization | 
| | (by law 6334) to suspend payments on the American debt which would 

benefit Chile greatly but added he did not want to do it. | | 
Frost interpreted this as a hint of pressure but it did not impress | 

| - me that way. He had literally put his cards on the table regarding 
his personal position and I think he mentioned the possibility as some- 
thing unfortunate that might be forced upon Chile in her serious : 
embarrassment precipitated by the war. 

| Clearly he will not visit Washington unless reasonably assured some =—© 
| practical results for Chile and his position certainly is politically _ 

sound from local considerations. | 
| Would appreciate the Department’s comment on points2and3. 

a Bowers : 

825.51/1159: Telegram | | | 

_ The Secretary of State to the Ambassador in Chile (Bowers) 

| | Wasuineton, October 21, 1939—2 p. m. 

| 147. Your 187, October 17, 5 p.m. With respect to your para- 
| graph 2, the Brazilian arrangements contemplated a short term accept- 

ance credit to the Banco do Brasil, all of which has been utilized, and a 
general commitment subject to individual consideration of specific 
proposals. Unlike the general commitment of $5,000,000 recently 

7 undertaken for Chile, the Brazilian general commitment specified no 
amount and as a consequence the Export-Import Bank has not set 
aside any specific funds at all for the purpose, whereas in the case of 
Chile the $5,000,000 has been allocated specifically. As stated in the 
Department’s 140, October 14, 1 p. m., there will be no further funds 

| to undertake operations either with Brazil or Chile pending con- 
gressional action. | 

With regard to your paragraph 8, authorization for an increase in 
the lending powers of the Export-Import Bank will be requested of | 
the Congress at the earliest convenient moment. At the present junc- 
ture, the Department is unable to forecast whether this request will be 
made of the Congress at the special or regular session. : 

| | : Hout. 

825.51/1165 

The Ambassador in Chile (Bowers) to the Secretary of State 

No. 104 SAan7Trago, October 28, 1939. 

[Received November 4. ] 

Sir: I have the honor to submit herewith a memorandum of my 
conversation with Sefior Pedregal made by Mr. Frost who was present
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during the conversation. Absolutely convinced as I am that the Presi- | 
dent, Wachholtz and Ortega look on a possible suspension of debt pay- 

ments as a calamity to Chile, I told Sefior Pedregal that I was positive _ 
that a frank discussion of the whole situation in general could be had : 
without creating the impression in our minds that a threat was implied 
or intended. I am sure that the Department would like to hear just 

_ what is in the minds of the responsible leaders of the Government _ , 
here and that a frank and full exposition such as he gave me here | 
will furnish the Department with useful background for all the negoti- 
ations regarding credits and the commercial treaty. 

Respectfully yours,  —j. Ciaupve G. Bowers | 

| a [Enclosure] _ | : 

Memorandum of Conversation, by the Counselor of Embassy | 
| : in Chile (Frost) 

a Santraco, October 27, 1939. : 
Sefior Pedregal visited the Ambassador on the morning of October 

27th, and discussed the substance of the Department’s telegram No. 
, 147 of October 21, 2 p. m., which had been conveyed to him by Sefior _ 

Wachholtz. He expressed appreciation for the information thus fur- 
nished, and indicated that in conversation between himself and Sefior 
Wachholtz the conclusion had been reached that there is ground for : 
hoping and expecting results from a visit to Washington at a later 
time. Meanwhile he requested the Ambassador’s advice as to the desir- _ : 
ability of a journey to the United States by himself (Sefior Pedregal) 
in the immediate future. | - | 

The Ambassador stated that in his personal opinion such a journey 
by Sefior Pedregal could be very useful, particularly in affording to | 
the Department direct and detailed information as to the Chilean 
point of view. The Ambassador felt that, while the Department is 
already aware of the effects of the war and of last January’s earth- | 
quake upon the Chilean national economy, a personal presentation 
of these factors would be helpful. The extent to which Chile’s foreign 

, trade has been affected, and to which her productive capacity is handi- 
capped by reconstruction necessities, merits full consideration. 

In the second place the Ambassador suggested that if or when the 
question of the suspension of debt payments arises in conversations 
with regard to additional credits, Sefior Pedregal might frankly indi- 
cate that anything he could say on this point would be on the under- 
standing that the Department would not ascribe to his remarks any 
hint of menace. The Ambassador felt that by candidly explaining, 
as Sefior Pedregal had done in the Embassy last week, the earnest 
desire of the Chilean Government to avoid suspension it would be |
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| - possible to secure the approval of the Department for a realistic dis- 

cussion of the political and other elements with which the Chilean 3 

Administration will have to deal. _ | | | | 

: Sefior Pedregal expressed very genuine appreciation of the Ambas- 

- gador’s kindness in furnishing these two suggestions, in response to ! 

the request which he had made upon the Ambassador. He stated 4 

| that, in accordance with conversations with Sefior Wachholtz he | a 

might proceed to Washington on the Chilean 8.8. Aconcagua, sailing — | 

| November 15th, to reach Washington about the 5th of December. 

. -- This would permit him to furnish details as to the $5,000,000 credit, , 

and information as to the desirability of further credits, prior to the | 

termination of the public hearings on the trade agreement. Dur- 

: ing the latter part of December, after the conclusion of the hearings | 

| just mentioned, it might be possible for Sefior Pedregal to discuss | 

the adaptation of the plans of the Fomento Corporation to the tariff | 

| - eoncessions which the trade agreement could include. He realized 

. that the trade agreement would not be ready for signature by the — 

end of December, when he would probably be leaving Washington to 

return to Santiago; but had in mind that he might advantageously : 

study in collaboration with the Department the mutually comple- 

‘mentary features of the aims of his corporation on the one hand and 

of the trade agreement on the other. He might be accompanied by 

) | the head of the Amortization Institute, Sefior Alfonso Fernéndez, 

| -.and possibly by a member of the Exchange Control Commission or 

. of the staff of the Sub-Ministry of Commerce. 7 

- Ambassador Bowers promised to furnish Sefior Pedregal with 

| personal letters of introduction, and to consult with him at least once 

again prior to the beginning of the journey. oo 

825.51/1173 | 

The Ambassador in Chile (Bowers) to the Secretary of State 

No. 195 | | Sant1aco, December 9, 1939. 

| : [Received December 15.] 

Sir: I have the honor to submit herewith a memorandum of a con- 

versation with Sefior Wachholtz, Minister of Finance, and Sefior. 

Pedregal, active head of the Fomento Corporation, who was leaving 

for Washington for discussions there with the nature of which you 
are familiar. The conversation was in the nature of a final talk 
before leaving and was on the initiative of the Minister of Finance, 

7 who laid stress on the fact that Pedregal goes with his complete con- 

fidence and as his personal representative. Aside from the fact that 

Sefior Pedregal deserves every consideration and attention on his own 

personality and record, this emphasis on the part of the Minister 
would seem to call for it. | | |
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I have found Sefior Pedregal frank, business-like in his directness, | 

and of good will, and have assured him that he can talk in Washing- | | 

ton with our officials with equal frankness without fear of having 

his motives misinterpreted. I have urged him, in other words, to 

paint a complete picture of the Chilean situation as he and the Minis- 

ter of Finance see it, and have assured him that he will be heard — 

sympathetically. fs ) : - | 

Respectfully yours, : _ . Craupe G. Bowmrs - | 

| - | _ {Enclosure] - oe | 

Memorandum of Conversation, by the Counselor of Embassy | 

| in Chile (Frost), December 5,1939,6 p.m. | | 

| Sr _.. Sanrraco [undated]. 

[Participants]: Ambassador Bowers a a | | 

_ - Minister of Hacienda — - : 
Executive Vice President of the Fomento Corpora- 

| tom } | oo 

: Counselor Frost — ae Te | 

The Minister opened by stating that Sefior Pedregal was being sent 
to Washington with the full and complete confidence of the Chileén 

Government, for whom he was authorized to speak. In the United | 
States at the present time are Sefior Manuel Bianchi, Chilean 
Ambassador to Spain, and Sefior Alfonso Fernandez, head of the 

Amortization Institute, with whom Sefior Pedregal will consult. 
While the Chilean Government has believed it better not to constitute 

these three gentlemen into a formal commission, it apparently wishes 

the American Government to treat them informally as commissioners. | 

| The Minister then adverted to Chile’s outstanding need for dollar | 

exchange, referring to the large volume of demands for dollars with _ 

which the Exchange Control Commission now has to cope, covering 

desired imports or commodities formerly procured from Europe. In | 

this connection he stated that the Chilean Government did not assume 

the proposed trade agreement to constitute anything more than a very 

limited corrective in furnishing dollar exchange, and requested general — 

| comments from the Ambassador in regard to the trade agreement. 

The Ambassador in reply indicated that the opposition to the agree- 
ment in the United States had been political and based on local 

7 economic interests, and should not be taken in Chile as indicating any 

| unfriendliness on the part of the American Senatorial and other 

critics toward Chile. He further intimated the desirability that any | 
further studies or decisions to be made in Chile in connection with the 

agreement be concluded at the earliest possible time, in order that the 

instrument be signed by the end of the present month. Minister 

Wachholtz stated that he would endeavor to facilitate the studies still 

293800—57——30 |
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| outstanding, as he could appreciate the circumstances which call for | 
an early termination of the negotiations if they are to be successful. | 

a _. Referring to Chile’s need for dollar exchange, the Minister men- : 
tioned the ocean freight situation, and stressed Chile’s need for ships. a 
He hoped that the American Government might be able to assist _—s_— 
Chile in acquiring additional tonnage (a matter which Mr. Pedregal 

_ had previously mentioned as one of his errands to. Washington) ; and 
_- suggested that the only alternative would be for Chile to secure a a 

| greater share of the traffic now handled by the American steamship line : 
here. While the C.S.A.V.™ has been admitted to the steamship con- | 

| ference, this has only been under conditions which he feels will — 
_ ‘impede it in taking over a fair share of the traffic. In other words, he | 

- would like either more ships or a greater share in the trade, and wishes 
- | the American Government to interest itself. (This point was based on. | 

_ the earnest Chilean contention, apparently well-founded, that Chile’s a 
heed. for dollars to pay ocean freights each year constitutes a very | 
heavy drain upon her dollar resources.) 

: The Minister then mentioned the need of his Government for experts 
pe in the applied sciences. He stated that the Fomento Corporation con- __ 

_ templates the establishment of experimental and research laboratories 
ss t@*deal in. a practical way with the various raw material resources 

/_- which Chile possesses. The securing of experts and scientists to get 
| this project under way would be difficult, because of the high salaries 

. _ commanded or demanded by American consulting engineers, chemists, 
etc. | : | | 

- _ The Ambassador referred to the standing offer of the American _ 
Government to furnish experts from the technical bureaus of the 
Departments of the Interior and Agriculture; and after some dis- 
cussion and elaboration the Minister failed to indicate any definite 
reaction. | | | 

With regard to the Chafiaral (or Paipote) smelter, the Ambassador, 
speaking purely from a psychological and political standpoint, ven- 
tured the suggestion that it might be advisable not to include among 
the first projects undertaken under the five million dollar grant one 
which would manifestly injure important American interests and 
perhaps give rise to criticism and opposition in the United States of a 
potentially embarrassing character. Both Sefiores Wachholtz and 
Pedregal at once expressed comprehension of this view, and Sefior 
Pedregal stated that he has arranged to visit New York before going 

: to Washington and to confer with the President of the American 
Smelting and Refining Company. He hopes and expects to reach an 

| understanding with the latter before approaching the Washington 
authorities; and, in accordance with the Ambassador’s hint, will have 

® Compafiia Sudamericana de Vapores. 
4 See footnote 24, p. 416.
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other projects to submit in case it appears that the smelter project, in 

| which he has special faith, would entail difficulties. | 

Sefior Pedregal indicated that he would furnish the Embassy with 

biographic data which might be given appropriate use at Washington — 

and New York through the Embassy’s good offices. Both gentlemen | 

expressed appreciation of the attitude of the American Government, | 

and the Ambassador bade Godspeed to Sefior Pedregal. | 

DISAVOWAL BY THE UNITED STATES GOVERNMENT OF DESIRE TO | 

| _ LEASE EASTER ISLAND 

§25.014/59 | 

The Ambassador in Chile (Armour) to the Secretary of State 

No. 519 | Sanrraco, February 22, 1939. 
| | [Received February 28. | 

Srr: I have the honor to report as of possible interest to the Depart- 

ment that from several sources members of the staff of the mission 

| have heard suggestions that the present (in view of Chile’s great need 

for money) would be a particularly advantageous time for Chile and - 

the United States to reach an agreement transferring ownership of 

Easter Island from the former to the latter. While none of the people 

who have mentioned the idea is especially influential (two, however, 

have close friendships among Leftist leaders), it is not without some 

- significance that the idea is being propagated, and it is not incon- 

ceivable that in time Chilean official circles may decide to explore the 

possibilities. 
The Embassy is keeping under reference in this connection the 

Department’s strictly confidential instruction No. 315 of February 4, 

1938.% 

Respectfully yours, Norman ARMOUR 

825.014/60% 

President Roosevelt to the Under Secretary of State (Welles) — 

MemorANDUM | 

Wasuineron, March 25, 1939. 

In regard to Easter Island: | a 

1. It is a definite possibility as a stopping place for trans-South 

Pacific planes, commercial or military. 

Not printed. It stated that “while the United States Government has enter- 
tained at no time the desire to acquire or to lease Easter Island, it does in fact 

have a definite interest in any proposed sale or lease of this island to a non- 

American power.” ‘The Chargé was authorized to express to the appropriate 

Chilean authorities this interest of his Government. (825.014/54)
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| | 2. It should, therefore, under no circumstances, be transferred to , 
| any non-American nation. : : OO ! 

_ 3. I doubt at this time the political wisdom of its purchase by the | 
United States, and also the possibility of getting any large appro- ! 

: priation through the Congress. —— a | 
| 4. Have you considered a different angle? Easter Island is unique 

in possessing remains of prehistoric men—the great recumbent stone 
| _ figures which have never yet been adequately explained. No serious | 

scientific excavation work has been done on the Island. It is, therefore, | 
of the greatest importance that it be preserved to science for all time. 
In this respect it is a little like the Gal4pagos Islands. | 

5. Would it be possible to tie up Easter Island and the Gal4pagos 
in a Pan-American trusteeship; the Islands to be preserved for all | 
time against colonization and for natural science? Ecuador and Chile - | 
(if reasonable sum could be arrived at) would be paid fortheIslands _ ! 

| : _over a period of years, the sovereignty to vest in the trustees; the trus- | 
tees to protect them and prevent their use for military purposes. I | . 
do not like the idea of a lease. The payments would be made by all | 

, the American Republics over a period of years and in proportion to 
| the total wealth of the Republics. This would put, of course, the | 

| _ greatest burden on the United States. | 
6. Cocos Island * could be included, for it has no military value to 

us but might have military value to a non-American power as a tempo- 
rary base in war operations. | | | 

| As I remember Easter Island, it has no harbor. Will you let me 
_ have some information regarding it? It may not even be available 

: _ forseaplanesorland planes. | 7 
| | F[ranguin] D. R[ooseverr] | 

810.24/44: Telegram 

_ The Chargé in Chile (Trueblood) to the Secretary of State 

SanT1Aco, June 28, 1939—6 p.m. 
Oo | [ Received 10: 10 p. m.] 

115. Referring to the Department’s circular, June 27, 7 p. m.,° 
taking advantage of the regular weekly audience I saw the Foreign 

_ Minister at noon and brought the matter discussed in this telegram 
to his attention. He expressed great interest in it stating emphatically 
that he considered it of great importance and utility especially at this 
time when the international situation was so critical. 

He pointed out however that due to its limited financial resources 
| it would be difficult for Chile to take advantage of the facilities which 

“ See Foreign Relations, 1935, vol. tv, pp. 517 ff. 
wince pie 1988, vol. v, pp. 467 ff., and post, pp. 520-521. |
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the joint resolution would make available. After stressing how 
' exposed the Chilean coast was and how important Chilean raw mate- 

rials would be in time of war he left the implication that it would 
_ definitely be to our advantage to assist Chile to obtain adequate instru- 

_ ments of defense (please see second paragraph of despatch No. 603. 
of April 5th *). The Minister also referred as a potential source of 

_ danger to the large number of Japanese in Peru and to the German | 
problem here in Chile. | | 

He then referred in this connection to the importance of Easter 
Island especially in the event of a war involving Japan and men- 

_ ‘tioned the possibility of its being utilized by the United States as a 
link in the naval and aerial defense of this hemisphere. He thought , 
that while there could be no transfer of sovereignty, public opinion 
here would agree to its being used in that way in view of the present : 
troubled situation. He said that he had last night expressed similar 
ideas to the Ecuadoran Minister here (who I gather is contrary-— 
minded) regarding the Galapagos Islands, adding that he thought the _ 
present situation called for courageous action which might, as in this | 
Instance, run somewhat counter to sentimental ideas of ownership, | 
et cetera. oo | a | 

a | oS TRUEBLOOD 

| 810.24/62 | | . 

- Lhe Chargé in Chile (Trueblood) to the Secretary of State | 

| No. 7538 7  Sanrraeo, July 1, 1939. 
| : | ) [Received July 7.] — 

Sm: I have the honor to report that Foreign Minister Ortega , 
| seemed genuinely preoccupied over the international situation when __—’ 

I saw him on June 28th as I reported in the Embassy’s telegram No. _ 
115. His spontaneous reference to the possibility of Easter Island’s 
being taken over by the United States and used as a naval and aerial 
defense post shows that high officials here are apparently giving care- 
ful thought to future eventualities. This attitude undoubtedly reflects 
to some extent a feeling on the part of this Administration that Easter 
Island is not of any particular value to Chile and that if it were 
possible to turn it over to our Government for a consideration it might — 

| be a good business transaction at a time when Chile urgently needs 
funds. | 

This aspect of the matter, however, was not mentioned by the 
| Foreign Minister, nor did I feel it desirable to press him for further 

details of this nature. He made it clear, however, that he did not feel | 

“Not printed. |
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it would be possible for Chile to surrender her sovereignty over the | 
Island. I suppose that what Sefior Ortega had reference to wassome _—_si 
sort of a lease agreement under which Chile would retain sovereignty. | 

He stated frankly that he had discussed the question of the Gala- 
pagos and Easter Islands with the Ecuadoran Minister here, showing 
that Chile may be endeavoring to persuade the Ecuadoran Govern- : 
ment to take a similar view regarding the Galdpagos, in the belief 
that Chile would not be able to turn over Easter Island to the United | 
States (in the event our Government should be interested in the | 
Island) unless Ecuador should be willing to do the same with the | 
Galipagos. In this way a united front on the question could be | 
created which would be useful in presenting the matter to Latin | 

| American public opinion. | a a 
The Military Attaché informs me that he has had several persons | 

tell him that it would be a great mistake for our Government to make : 
| any arrangements with the present Chilean Government affecting . 

Easter Island. This is undoubtedly a common viewpoint of the Op-. | 
: position here at present, which would of course resent any operation | 

: affecting Easter Island which would result to the financial advantage 
of the Popular Front regime. The same observation is made regarding 

| the plan of proposed financial cooperation between Chile and the 
| United States. a | 

In concluding my interview with the Foreign Minister I limited 
my remarks to telling him that I would be very glad to forward his | 

: observations to the Department. 
oO - Respectfully yours, | Epwarp G,. TRUEBLOOD | 

825.014/64 , | 

The Chargé in Chile (Frost) to the Secretary of State 

No. 780 San71aGo, July 19, 1939. 
[Received July 25. ] 

Sm: I have the honor to report that on the 14th instant I called 
upon the Chilean Minister for Foreign Affairs, Sefor Abraham 
Ortega, to pay my respects upon return from my absence from Chile, 
and that the most significant phase of the conversation was with 
regard to the possibility that Easter Island be fortified by the United 
States. (See strictly confidential despatch No. 753 of July 1, 1939.) 

The suggestion came up in connection with the question of cruiser 
purchases by Chile; and as it was in the same connection that the 
Foreign Minister mentioned the matter to Mr. Trueblood at a pre- 
vious interview there is ground for assuming that the acquisition of 
some form of rights by the United States in the Island is connected
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in the Foreign Minister’s mind with the furnishing of a cruiser or | 

cruisers on especially favorable terms by the United States. The | 

Minister did not contemplate the alienation of Chile’s sovereignty 

over the Island but rather some plan which might permit the latter’s 

use by the American Navy for undefined purposes over an undefined 

period of years. | | 
Sefior Ortega inquired whether our Government recognizes that 

the defense of Latin America, and particularly of the West Coast, | 

would be of vital consequence to the United States if a world con- | 

flagration should arise, and I alluded to the recent address made by — | 

| the Assistant Secretary of War ® (see news bulletin of July 5, 

1989), | | 
| The Embassy would much appreciate receiving an instruction as 

: to whether a leasing arrangement would be of interest, and as to 

whether cruiser construction for Chile in American Navy yards might 

figure as a setoff, either directly or indirectly. It would seem that 

| the Minister is more than willing to receive proposals from us; and 

he definitely indicated a desire to secure further views from the 

| American Government at once if possible. ee a 

| Respectfully yours, | | Westry Frost —_ 

825.34/366 | 

| The Acting Secretary of State to the Chargé in Chile (Frost) | 

No. 241  Wasutneton, August 4,19389. 

; Sir: The Department has received your despatches Nos. 780 and 
781 of July 19, 1939 * referring to the desire of the Chilean Govern- 
ment to obtain bids abroad for the construction of certain vessels for 
the Chilean ‘Navy. The Department also received a note of July 28 
from the Chilean Embassy ® requesting that the Navy Department 
furnish that Embassy with the names and addresses of shipbuilders 
of whom it would be proper and convenient for the Chilean Govern- 
ment to ask for tenders on these vessels. _ | 

While this Government is disposed to be as helpful as possible to 
the Chilean Government in furnishing this information, and might be | 
prepared in fact, should certain legislation now pending in the Con- | 
gress be enacted at the present session and should the Chilean Govern- 

| ment officially request it to do so, to submit estimates for the construc- 
tion of some if not all of these vessels in the United States Navy Yards, 

*Louis Johnson. _ 
“* Department of State Radio Bulletin. 7 | 
* Despatch No. 781 not printed. 
“ Not printed. a | |
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it would not in any case be prepared to undertake such construction 
in exchange either directly or indirectly for a lease of Easter Island. 

Should the subject again be raised by the Minister for Foreign 
: Affairs or by any other responsible Chilean official, you are requested 

| to inform them that the United States Government is not interested 

at the present time in leasing land or rights on Easter Island. | | 
| The Department feels that it need hardly remind you, however, that ; 

| although this Government is not itself interested in acquiring rights 
or land on Easter Island, the acquisition of such rights or lands by a | 

. non-American power would, of course, be a cause for immediate con- - 
cern to this Government. | ee | : 

Very truly yours, : | | SuMNER WELLES : 

- 825.34/366 | / | OC . ! 
_ The Acting Secretary of State to the Chargé in Chile (Frost) 2 

- No. 242, WasuHineton, August 12, 1939. | 
: Sm: Reference is:made to despatches numbers 780 and 781 of July 

| 19, 1939,° reporting a suggestion from the Minister for Foreign |’ 
' Affairs of Chile that a possible “leasing arrangement” concerning 

| Kaster Island might be made between the Governments of Chileand | _ 
the United States in connection with possible construction of cruisers 

| _ for Chile on favorable terms in the United States. The construction | 
/ of cruisers is understood to refer to House Joint Resolution 3677 

. : _ which was being considered in the Congress of the United States at | 
| thetimeofconversation, = 8 = eh ot 

_ Inview of the fact that H. J. Res. 367 failed of passage inthe Senate _ 
prior to adjournment of this session of the Congress, statutory author- 
ization has not been given for this Government to extend assistance | 

_to the Governments of the other American republics to increase their 
naval establishments by arrangements for construction of vessels of 

_ war in shipyards under governmental jurisdiction in the United States. 
With respect to the leasing of the island under reference, it will he 

recalled that the President in his message to the joint session of the 
two houses of Congress on January 3, 1934, in referring to the work 
of the United States Delegation to the Seventh International Confer- 

| ence of American States at Montevideo, made the following statement: 

“We have, I hope, made it clear to our neighbors that we seek with 
them futuré avoidance of territorial expansion and of interference by 

: one nation in the internal affairs of another.” ™ 

® Despatch No. 781 not printed. 
_ ™ Approved as Public Resolution No. 83, June 15, 1940; 54 Stat. 396. 

: ™ Congressional Record, vol. 78, pt. 1, p. 6.



_ Furthermore, for your information, the Secretary of State in com- 
menting on House Resolution 5378 “To authorize the President to : 
enter into negotiations with the Republic of Ecuador for the acqui- 
sition of the Galapagos Islands” stated on April 7, 1939, the present — : 
policy of this Government in the following terms: | | - 

“It is understood that the Chief Executive does not believe that it 
would be in the public interest for the Government of the United States | 

| to acquire the Galépagos Islands. I may add for the information of 
_ the Committee, however, that although this Government is not itself | 

interested in acquiring the islands, any endeavor on the part of any 
non-American power to purchase or lease the islands or to use any 

' part of them for a naval, military, air, or even a commercial base, 
under whatever terms, would be a matter of immediate and grave 
concern to this Government”.”? Oo a 

_ It is believed that the above remarks apply with equal force to | 
Easter Island. _ a - OB 

You are therefore authorized, in your discretion, to state orally to the | 
_ Minister for Foreign Affairs of Chile the above-mentioned facts con- — | 

cerning the present status of House Joint Resolution 367 and also the ._ : 
_ general position of this Government that it isnotdeemedtobeinthe © 
public interest for the Government of the United States to undertake oe 
at this time any arrangement such as has been proposed for the leasing a 

| of Easter Island. You are further requested in such a conversation 
to make known to the Minister for Foreign Affairs the deep apprecia- 
tion of this Government for the interest shown by him in this matter. 

‘Very truly yours, | SuMNER WELLES 

 825.014/67 . 

The Chargé in Chile (Frost) to the Secretary of State oe 

~ No. 880 | |  Santraco, August 30, 1939. 
| | [Received September 5.] 

Sir: I have the honor to acknowledge the receipt of the Depart- 
- ment’s Instructions Nos. 241 and 242 of August 4 and August 12, 1939, 

respectively, with regard to the general problem of naval strategy in 
| the southern Pacific and to the possibility of the utilization of Easter 

Island for naval communications or other purposes. 
In the temporary absence of the Foreign Minister [hadaninformal 

interview with the Under Secretary for Foreign Affairs, Seftor 
Jocelin de la Maza, on the 28th instant. This was in a sense preferable 
to an interview with Sefior Ortega, as subsequently to the preparation 

™ Letter from the Secretary of State to Sam D. McReynolds, Chairman, House 
Committee on Foreign Affairs, April 7, 1939 (822.014G/415).
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a of despatches Nos. 780 and 781 it had been learned that Sefior de la | 
| Maza has been the official most interested in the problems above indi- | 

| cated. In compliance with the Department’s instructions I alluded to | 
the discussions respecting the Galdpagos Islands, with which the 

“. -: Under Secretary was familiar, and to the position assumed by the 
ss Ynited States at that time, particularly as to the territorial integrity of 

the Latin American Republics. Sefior de la Maza evidently appreci- 
| ated this latter point, and also indicated that the sentiment in his own 

| country would not regard favorably any openly-announced under- | 
standing by which Easter Island could be made available for any | 

7 type of use by any non-Chilean power. a 
The Under Secretary was frank in stating that his own interest in =’ 

) _ Chile’s position in the naval and political strategy of the Pacific has ! 
| been greater than that of his colleagues in the Foreign Office; but went : 
- on to say that he still feels that his country should be an element of | 

ss strength for the democratic powers in this part of the world. He had 
previously informed Secretary Trueblood that he would be glad to 
gee political cooperation, as contradistinguished from economic co- | 

ss. operation, between the United States, Chile and other “liberal” Amer- 
oo icanrepublics. 48 a | | 
So _ With reference to his possible designation as Chilean Ambassador | 

| to Germany he stated that he does not anticipate this designation, _ 
| _ although he would be willing to serve if called upon. It appears that 

| he was brought up in a German-Chilean community in the south, and 
that his primary education was in a German school; so that he at one 

| time was conversant with the German language, a conversancy which 
| he says he has not at all maintained. . 

Respectfully yours, Wersiey Frost
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GOOD OFFICES OF THE DEPARTMENT OF STATE IN NEGOTIATIONS 
REGARDING THE RESUMPTION OF PAYMENTS ON THE COLOMBIAN 
FOREIGN DEBT; PROPOSALS FOR FINANCIAL ASSISTANCE . 

821.51/2320 | | a 

Lhe Ambassador in Colombia (Braden) to the Secretary of State 

No. 117 | _ Bocora, May 15, 1939. 
a | [Received May 19.] : 

Sir: I have the honor to refer to Page 8 of my despatch No. 76 of 
April 25, 1939, and to report that on the evening of May 10I dined ~ | 
with the Colombian Minister of Finance, Dr. Carlos Lleras Restrepo. 

_ The Minister and I, in the presence of the President’s Private Secre- _ 
| tary, Dr. Humberto Salamanca, discussed the Colombian foreign debt | 

and related matters from 10:00 p. m. until 2:30 a.m. The more 
important phases of our conversation may be summarized as follows: 

| . INTRODUCTION | a | 

os I again explained to the Minister that, while neither the State : 
Department nor I could or would intervene directly in the debt | 
problem, we were very much interested to see it solved as soon as 
possible to the satisfaction of all concerned; moreover, when appro- — 
priate, we would always be happy to lend good offices and, recalling 
his and President Santos’ kind offer to keep me informed, I was inter- 
ested to learn of recent developments. | 

History or NEGoriaTIons 

The Minister replied that he greatly appreciated our interest. He 
then recited a history of the debt negotiations, with which he, as 
Comptroller General under the Lépez administration, had been famil- 
iar. He said to begin with the Colombian Government had been con- 
fused by the multiplicity of entities claiming to represent bond owners. 
Even after Mr. Hoover? had been dismissed from the Independent 
Committee, the Finance Ministry continued to receive communications 
from that group. Repeatedly, the Colombian Government, in its 
desire to adjust the matter, had endeavored to reduce negotiations to 
concrete bases as, for instance, when President Lépez in December 1935 

* Not printed. 
*Laurence E. de S. Hoover, Secretary, Independent Bondholders Committee 

for Republic of Colombia, New York. | 
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had addressed a long communication to Mr. Reuben Clark of the 

a Foreign Bondholders Protective Council, Inc., to which no reply had 

| ever been received. The Government had hoped for an adjustment 

. when Professor Dana G. Munro? visited Colombia in July 1937 * 

but were again disappointed, because he refused to express any opinion 

| as to terms and methods of arriving at a debt settlement, declaring 

7 that he could only listen to Colombia’s proposals. Nevertheless, he : 

Oo summarily rejected the definite proposal made to him by President 

'- Lépez.® Dr. Munro was uninterested in such important influences as 
factors affecting Colombia’s ability to pay—the internal political situ- _ 

ation, etc. In short, his and the Council’s function seemed to be not 

of collaboration but simply to refuse all offers until such time as a : 

satisfactory one happened along. Despite the sterility of Professor 

Munro’s visit, the Colombian Government continued its endeavors 

to negotiate and did carry forward conversations with Mr. Francis | 

‘White of the Protective Council until, in late November 1937, Brazil — 

withdrew its support of coffee prices, whereupon Mr. White discon- 

a tinued discussions. The Minister of Finance in this connection cate- 

| gorically confirmed the assertion made to me in Washington by 

Ambassador Miguel Lépez that he and the Colombian Government _ 

| then expressed their desire to pursue negotiations but the Protective | 

- Council refused to do so. On this subject the Department will note 

that there is a flat contradiction between the statements of the Colom-_ | 

_ bians and of Mr. White. Also, ex-President Lépez, quite independ- — 
ently, has corroborated to me all the aforequoted narration by the 

| Minister. , | | | 

Undiscouraged by these repeated delays, the Minister said, Colombia 

___ still had hoped to reach a settlement before the change in admuinistra- 

tion here, but no progress was made and therefore shortly before 

President Lépez left office it was suggested negotiations be postponed 

until after the inauguration of Dr. Santos. Dr. Lleras referred with 
some bitterness to the cable sent by Mr. Francis White to the incom- 

| ing President on inauguration day, August 7, 1938. _ | 

The Minister went on to say he had hoped rapidly to get congres- 

sional approval of a debt program, but his ideas were attacked by 

many Senators and Deputies who, having become accustomed during 

3 Professor of Latin American history and affairs, Princeton University ; repre- 

sentative of the Foreign Bondholders Protective Council, Inc. 
“See Foreign Bondholders Protective Council, Inc., Annual Report 1937 (New 

York, 1938), p. 229. 
> President Lopez informed Professor Munro before his departure from Bogota 

in September 1937 that a proposal was being considered which provided for “No 
reduction of principal; resumption of service with an interest rate of 2 percent 
to be increased annually by 44 percent up to a total of 3 percent; amortization 

at the rate of 1 percent to be used for the purchase of bonds in the open market. 
The President said that a suggested alternative proposal contemplated a 25. 
percent reduction in principal, and interest at the rate of 2 percent with annual 
increases of 14 percent up to a total of 4 percent.” (821.51/2141)
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five years to a pleasant forgetfulness of obligations, insisted that — | 
Colombia emulate Chile,* claiming that any other procedure would | 
lead to the Government’s negotiators being out-traded. It was only 
with difficulty that legislation along these lines had been avoided and 
it had even proved impossible to pass a law appointing a debt com- 
mission. ‘This failure was later remedied when on December 1, 19388 _ 
the Debt Commission was appointed under the provisions of an | 

_ obscure rider to a disrelated law concerning the Ministry of Finance. 
The Commission had been carefully selected to include members in- 
filuential in all political factions; in truth, the Conservative members 

had recently been chosen as two of the five directors of that party. ~~ 
The Commission had met and reviewed the information submitted to it | 
by the Minister ; it would not be very active but would be most valuable 
in getting legislative approval for the debt agreement finally consum- 
mated. The Minister said that it was essential first to get an agreement | 
and then to submit it to Congress for approval. Were he to endeavor | 

| to obtain a blanket authorization in advance it would be rigid, perhaps 
unworkable and practically equivalent in its provisions to the uni-. 
lateral offer made by Chile. It was preferable to present a concrete . , 
proposal for acceptance or rejection rather than to throw the general 
subject into an extended and disordered debate. The Government was | 

| willing to exercise pressure to obtain congressional ratification of a | 
satisfactory debt agreement but it could not and would not go beyond 

| reasonable limits nor risk the loss of its prestige and influence with the 
legislature for the balance of President Santos’ term in office. The 
disposition of the majority of the Senators and Deputies respecting | 
the debt was well known and it would.be absolutely impossible for the | 
Government to suggest terms more severe than those proposed by 

_ President Lépez to Dr. Munro in July 1937. The administration was | 
anxious to reach an adjustment as soon as possible; in fact it was 
imperative that the debt agreement be submitted to Congress, when it 
convenes on July 20, for approval and for inclusion in next year’s | 
budget. The arrangement when made must be a permanent—not a 
temporary—one. Dr. Lleras feared if matters were not handled in this 

| way but were put over to a future Congress it would be impossible to 
get the body’s acceptance of another settlement and Colombia would 
therefore indefinitely continue in default. Speed was also essential 
because within the next few months there would be held meetings to 
establish the participation of the several Departments in the taxes 
received by the National Government. This reallocation of income 
could not longer be deferred and would mean reduction in net revenues 
received by the National Government; thus making still Jess available 
for loan service. | 

*See Foreign Bondholders Protective Council, Inc., Annual Report 1937 (New 
York, 1988), pp. 189 ff.
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| - The aforementioned Lépez offer, when renewed with minor changes, 
would be as follows: | — , 

os Debt service to be resumed with interest at 2 percent for the first 
year, stepping up one-quarter of one percent each year thereafter until - | 

| a maximum of 3 percent is reached in the fourth year, at which rate it | 
would continue until extinction of the debt; amortization payments to 

a be calculated on the basis of 50 years from the date of original issuance | 
: of the loans, i.e. approximately 40 years from the present time. Also, 

| Colombia would wish to have in the agreement a provision permitting 
it to purchase bonds in the open market. SO 

| | | | Recent DrvELOPMENTS | | 

| I inquired how far negotiations had progressed between Ambas- 
| sador Miguel Lopez and Mr. Francis White of the Foreign Bond- 

- holders Protective Council, Inc. The Minister replied that in addition 
| to the necessary data already forwarded to Washington, the Ambassa- 

dor and his advisers had requested further information which had 
| recently been sent. As soon as it was put in final shape the Minister 

expected it would be submitted forthwith to Mr. White. It was now 
‘so complete there could be no legitimate reason for further delay and 
he believed an agreement would be reached in a surprisingly short 
time—within a week or two. He again emphasized the need for speed 

- and promised as soon as he received the final figures from Washington 
he would give them to me. The data to be submitted to Mr. White by 
the Government conclusively proves that the aforementioned “Lépez” 
terms are the best Colombia can offer and represent the country’s max- 
imum ability to pay. Mr. White and others had failed to take into | 
account not only political influences in Colombia but also certain cold 
facts not apparent in the published statistics, such as, for instance, 
that Colombian cotton imports last year had been arbitrarily reduced 
by exchange restrictions, therefore the superficial figures frequently 
gave an erroneous picture of conditions here. Oo 

My Opinion oF TERMS 

Towards the end of our interview, Dr. Lleras asked for my opinion 
of the aforedescribed terms. I answered that my purely personal but - 
nonetheless frank conclusion was they were too low and would create 
a bad impression, hurtful to Colombia’s reputation. I said primarily 
it was a moral issue and then one of Colombia reestablishing its credit 
standing. I mentioned the debt agreements with Santo Domingo, 
Cuba, Uruguay, Province of Buenos Aires, etc., as indicating that a 
rate of at least 4 percent for a permanent settlement was necessary to 
reestablish Colombia’s credit. I recalled that Argentina had not 
defaulted, yet last year had to pay about 414 percent for financing. 
I also referred to the fact that full service on Colombia’s foreign 
national debt would only amount to 3.3 percent of the country’s reve-
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nues and the total national debt service to 12.6 percent, whereas other 
_ countries such as Argentina, Brazil, Canada, etc., must devote from 18 | 

to 28 percent of their revenues to debt service. The Minister coun- 
tered by asking how I explained that Chile’s credit had not been | 
injured by her unilateral imposition of terms, less favorable than those . 

_. contemplated by Colombia; since according to recent press announce- | 
ments Chile’s credit must be good because her Finance Minister was 
leaving for Washington there to negotiate a loan with the United 
States Government. I replied that, as he well knew, Chile was unable | 

_ to obtain loans from banking or other private sources and was in a 
serious economic predicament, which might lead to social repercus- - 
sions, the gravity of which could not be foreseen ; while I had no direct | 
information on the subject, assuming the newspapers were accurate, it | 
was my impression that the United States Government might enter 
into discussions with the Chilean Finance Minister solely inthe spirit 
of the good neighbor to try and help that country out of a difficult 
situation ; and in the final analysis he surely would not place Colombia 
on as low an economic plane as Chile now had to endure. I added that | 

_. I did not pretend even if Colombia were to resume debt service in full 
it would overnight make available long-term financing, which might | 
have to be deferred for some years, but banking credits would be | 
given, I believed, almost immediately and in the end Colombia would — 

_ benefit substantially. In this connection I recalled how during the 
'  Balmaceda Revolution in Chile? both the Government and the Revolu- _ 

tionary Party on the due date of a loan in London had made the pay- 
ment, each fearing that the other would forget to do so. Ihad observed | 
30 years later how this one act had redounded substantially to Chile’s . 
benefit in the negotiation of other loans in the United States. The _ 
Minister said my explanation had entirely satisfied him. = — 

_ I went.on to say that even granting the memorandum the Minister _ 
_ had promised to send me proved the “Lépez” terms were the limit of 
-Colombia’s ability to pay, nevertheless that fact could only with much 
difficulty be gotten over to the American public who, rightly or | 
wrongly, would compare Colombia’s action with that of other 
countries, such as those I had mentioned. Therefore, if Colombia oO 

_ Were to insist upon the 2 to 3 percent basis, I feared its credit and 
moral reputation would suffer. Despite his previous remarks as to 
Colombia’s inability to improve on the “Lépez” terms, the Minister 
requested me to give him copies of my memoranda comparing 
Colombia’s fiscal situation with those of Cuba, Uruguay, etc. En- 
closed are copies of the memoranda ® I delivered to the Minister. 

I then told the Minister that I appreciated the political obstacles 
_ in Colombia which made it difficult to improve on the “Lépez” terms, | 

"See Foreign Relations, 1891, pp. 318 ff. 
* Not printed. . a



Oo oo, | | 7 a . , 

474. _ FOREIGN RELATIONS, 1939, VOLUME V ~ | 

therefore I submitted a purely personal idea of my own which probably 

would not appeal to Mr. White, viz: 3 percent interest on the out- 

standing national debt would amount to $1,350,000 or approximately _ 

| 9,400,000 pesos per year, or say X percentage of Colombia’s present 

- annual revenue. The “Lopez” proposal could be made more attractive 

| were 3 percent to be a guaranteed minimum, and an additional fillip 
given by a proviso that if Government revenues increased the bonds _ 

- should receive the aforesaid X percentage of those revenues up to a 

limit of say 5 to 514 percent.on the face value of the bonds. This might 
| in part compensate the bondholder for the low interest rate (8%) 

: stipulated and I felt it should meet with no objections from Congress 
since that body ought to be willing to pay somewhat more in interest 

: if national income were increased commensurately. The Minister said — 
he had never thought of such a scheme but perhaps it could be put 

| through and it certainly merited study. _ - : | 

/ ss DeparTMENT AND MUNICIPALITIES _ | 7 

. I said I assumed the national debt would be adjusted first and then 

perhaps the Government: guaranteed debt. The Minister replied af- _ 
firmatively and said immediately the national debt were out of the way 
then a proposal would be made to each of the Departments and Munici- | 
palities that the Federal Government represent them in their respec- 
tive debt negotiations. The Government would not take over the ~ 

a departmental and municipal debts since were it to do so it would never 
| be paid but it was in a better position to negotiate than were those 

| entities. a SO er 

~Banxine Grove Loan Se 

I asked what would be the Government’s attitude regarding the so- 
called $17,000,000 short-term loan of the National City-First National 

: of Boston banking syndicate. The Minister stated that he wished to 
have the national debt adjusted first and then was anxious to reach 

| an agreement with that group since it was impossible to continue 
renewing the loan every three months and he implied that because of 

| the special circumstances—Leticia war ® and pressing financial needs— 
surrounding the placing of this loan, it deserved preferred treatment. 
In other words, I gathered that a somewhat higher interest and a much 
shorter amortization period may be arranged for this transaction 

: _ than for the bond issues. — 

7 | SCHROEDER _ | : 

The Minister explained that the J. Henry Schroeder Banking 
Corporation wanted to be appointed sole agents for the. Government 
in the debt negotiations but had been employed merely as advisers 

| ° See Foreign Relations, 1935, vol. tv, pp. 199 ff.
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(sic) and Ambassador Lopez had been definitely instructed that 
neither Schroeder nor the attorneys, Covington, Burling, Rublee, 
Acheson and Shorb, should be given any authority or used other than | as counsellors, although it was expected they would be helpful in 
discussions with Mr. White whose attitude frequently was embarras- 

_ sing to the Ambassador whereas Schroeder could serve usefully as ‘a 
buffer. Co - oo. a oe 
oe -. _Bonps Herp sy GovernMENT oo 

| The Minister confirmed that in liquidation of amounts owed to 
the Government the National Treasury had acquired under Decree — | 
No. 711 of 1932 2 $5,997,500 of its foreign debt. In this connection | I said I had received a letter dated May 6 from Mr. Warren Pierson, : _ President of the Export-Import Bank of Washington, informing me 
of an impression prevailing in the United States that Colombia was 
daily trading in its own bonds. I had understood the only bonds ever . acquired by the Colombian Government were the aforementioned $5,997,500 but I would like to be reassured on this point. The Minister — 
emphatically stated that my understanding was correct and Colombia 
had not and was not now purchasing any of its own securities. I | inquired whom he thought was responsible for the activity in the 
New York Stock Market. He replied that, in the first place, he had | , recently received a communication from the banking firm of White, 
Weld and Company of New York stating that there was no great | activity in Colombian bonds; but his guess was that while some buyers 
might be individual Colombian citizens the largest traders were prob- 
ably a Chicago group comprising among others the firm of Welsh and | 
Green. J thanked the Minister and said I would transmit his remarks 
to Mr. Pierson. | | | 7 

Nxgortations In Bogori BS 

During the conversation the Minister commented on the large 
_ amount of time lost in transmitting information to and from the 
United States. I inquired whether he thought it would facilitate and | 
speed negotiations were they to be transferred to Bogoté, in which 
case I observed it would be imperative for Ambassador Lépez, because 

_ Of his familiarity with what had gone before, to come here with the 
_ representative of the Foreign Bondholders Protective Council. The 

Minister thought that if negotiations were not rapidly concluded in 
Washington and New York, as he now hoped they would be, then it 
might be well to bring the negotiators here. 

Forrian Bonpuoipers Prorecrive Counc, Inc. 
So critical of the Foreign Bondholders Protective Council, Inc., and 

its officers was the Minister that I drew his attention to the following 
* Approved April 22, 1932, Diario Oficial, April 23, 1932, p. 211. 

293800—57_31
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points: (a) The bond owners mostly had small holdings and were 

- ‘unable to protect their own interests; (b) the houses of issue either __ 

could not or would not intervene; (c) his knowledge ofthe methodsof 

- gome so-called independent committees surely would satisfy him that 

ss their participation was not always beneficial; (d) the only responsi- 

ble medium left to deal with was the Protective Council but it had to — 

: negotiate on bond defaults all over the world, it was paid by voluntary 

| contributions of only 1% of 1 percent after a settlement, it therefore 

| Jacked funds, perhaps was short of personnel and was continuously 

subject to criticism from all sides; (¢) these considerations placed the | 

| Colombian Government under a greater moral obligation than per- 

' haps it would be otherwise. In short, while he might have been 

annoyed by the Council he should in all fairness make allowance for 

the impediments it had to overcome and above everything he should 

remember that it was absolutely honest and its officers stood to make 

no personal gain irrespective of the settlements put through. Dr. | 

 Lleras said he was glad to learn these details and he had always been 

satisfied as to the integrity of both the Council and its directors. 

oe | SrapimizaTION PROFIT oe | - 

| The Minister stated that the special exchange account previously 

- shown at approximately 17,500,000 pesos had been reduced in Novem- 

ber 1938 to approximately 1,500,000 pesos. ‘The difference was the | 

a - profit made from the stabilization of the currency and had been used | 

| to cancel an 8,000,000 peso indebtedness to the Banco de la Reptblica, 

| for public works, stabilization fund and other measures. 

a _ Excuanes Conrroi 

I said I assumed all exchange restrictions would be removed imme- 

diately the national debt were adjusted, excepting where the retention 

of those restrictions was vitally important in connection with coun- 

tries, such as Germany, having compensation agreements. The Min- 

ister agreed with me on this. I then told him I did not understand 

how and why Germany was now getting certain free exchange, 

amounting to approximately $125,000 per month, beyond the amounts 

contemplated in the renewal (December 1, 1938) of the German- 

Colombian agreement of May 21, 1937. I understood this special free 

exchange for Germans was covered by an informal interchange of 

notes, supplementing the aforesaid renewal of agreement. I was not 

making any formal protest but it did seem a bit severe on Americans, 

operating in Colombia, to have the Germans receive this preference. — 

(It should be noted that Mr. Wright of this Embassy repeatedly has 

tried to get copies of the aforesaid notes from Sefior Bayon of the 

Exchange Control Office who in each instance refused his request.) 

Dr. Lleras was unaware of this situation, although he said that Mr.
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Smith of the National City Bank had told him some time ago that Oo the Germans were receiving certain preferences over the United States | but he had given no concrete supporting facts. Dr. Lleras asked me 
for a copy of the memorandum on this subject, which he noticed I , | had with me, and said he would communicate the results of his investi- gations to me. Copy of the memorandum sent to the Minister is 
enclosed.* | | 
‘While on this subject the Minister observed that the United States- 7 _ Colombian Trade Agreement ?? must be highly pleasing to us because, | _ since its enactment the latter’s favorable balance had been reduced _ from $30,000,000 to $4,000,000. I replied that we were not so much | interested in whether balances were favorable or otherwise as we were _ . In extending and freeing commerce in all directions and in eliminating | harmful restrictions such as were involved in compensation arrange- ments. In this connection I pointed out that in 1938 the United States had absorbed 53.6 percent of Colombia’s exports but had only partici- | pated in 48.8 percent of her imports, thus creating free exchange for | this country; whereas the corresponding figures for Germany were 13.7 percent and 17.5 percent. I said I was not complaining butsimply == =»—s» calling the facts to his attention. =» _ 7 
Dr. Lleras said that aside from preventing the Germans from : swamping this market there were three factors to be considered when i _ YTemoving exchange control: _ | Oo a | 
(a) The effect on the fiscal situations of the Departments and Municipalities. The best solution for their troubles would be, as | described above, for the National Government to negotiate foreign | debt adjustments on their behalf. | Oo (6) In recent years an important textile manufacturing business, protected by the import quota restrictions of exchange control, had — grown up here largely in Antioquia. This industry had a peculiar attraction for the Colombians who would not wish to see it injured. : If exchange control were lifted, cotton piece goods (yarns?) might | flow into this country from the United States in such volume as to damage or perhaps destroy this business. Therefore, could the Colombian trade agreement with the United States be modified to meet this contingency? I told him it was a matter requiring careful study. I would report to the State Department and inform him in due course of my Government’s reaction to this su gestion. | (¢) Colombia’s economic strength probably would enable its cur- rency to withstand the removal of exchange control, nevertheless some additional hacking for the currency would be reassuring. Dr. Lleras recalled that I had spoken to President Santos concerning a possible loan of gold bullion for stabilization urposes, once the debt was settled. Te believed such a loan to the Babk of the Republic would be valuable second line of defense for Colombian currency. He did 

* Not printed. 
4 Signed September 13, 1935, Executive Agreement Series No. 89; or 49 Stat. 3875. See also Foreign Relations, 1935, vol. Iv, pp. 430 ff.
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a not feel our agreement with Brazil was particularly applicable to — 

| Colombia. Would I please consider and. advise him what could be 

done along these lines. ‘This I romised to do, also telling him it must 

. necessarily be consulted with both the State and Treasury Depart- 

ments. I said any gold bullion loan would have to be from ‘Treasury | 

to Treasury and I understood while the Brazilian program had met 

| with very wide approval nevertheless congressional authorization was 

required to put it in effect. a : ne 

I would appreciate receiving the Department’s instructions in respect 

Oo to (6) and (c) above. - ne | 

oe | Export-Import Bank FINANCING ~ po 

Mention of the Brazilian agreement led to discussion of what — 

| assistance might be given to Colombia by the Export-Import Bank. I 

told the Minister that as in the case of a bullion loan nothing could be 

done until a debt adjustment was pretty well assured. Dr. Lleras said 

os Colombia urgently needed financial assistance from the Export-Import 

Bank or from some other source in order to purchase material for the 

 eonstruction of railroads, including rolling stock, road-making 

machinery and dredges to keep the channels of the Magdalena River 

oe ‘clear. Unless financing were obtained, Colombia would have to go 

| without many essential improvements or overburden the budget by 

paying for the equipment in one or two years. Hence, Export-Import 

— Bank financing would give Colombia greater leeway and thus permit 

her safely to do away with exchange control. | 

The Minister impressed upon me that even more vital than the fore- 

: going was the adequate and sound financing of the Agricultural Credit 

| Bank. That institution had already discounted with the Bank of the 

Republic thirteen and a half million pesos of the permissible legal 

maximum of sixteen million pesos. Of course the discount limitations 

| could be raised by law, but he considered it unsound to do so. The 

proper solution was to increase the Agricultural Credit Bank’s capital 

by approximately $3,000,000. The development of this enterprise 

- was a paramount issue and there was no place where our assistance 

would be more appreciated by both the Colombian Government and 

people. To raise three million dollars from the budget would be too 

great a sacrifice, particularly if a debt agreement were reached. He 

earnestly hoped this additional capital for the bank could be financed 

by the Export-Import Bank and the Colombian Government would 

itself willingly assume the indebtedness as a direct obligation. 

In reply to the Minister, I said that once the debt was adjusted I 

hoped the Export-Import Bank could help with the financing of pur- 

chases of railway equipment, road machinery, dredges, etc., but that 

a direct investment in the Agricultural Credit Bank I feared might 

be impossible. However, I would be very glad to give the matter 

consideration and submit it to my Government for study to determine
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whether through financial assistance given to the Colombian Govern-. | 
ment it in turn could make the investment in the Agricultural Credit . 

_ Bank. The Department’s views on this would be appreciated. 

| CoasteuaRD RrorGANIZATION | | . 

_ Dr. Lleras said still another most important manner in which we 
could materially assist Colombia was in the reorganization of their 
coastguard service. Some years ago they bought in the United States : 
a couple of secondhand coastguard cutters, which were antiquated, 
inefficient, and now required expensive repairs. The amount of smug- 
gling along both the Atlantic and Pacific coasts in Colombia was 
scandalous. Contraband of all kinds was being run into the country, 
particularly silk and other goods from Japan. To stop this illicit 
traffic required four or five good cutters which would cost, he believed, 

_ about seven to eight hundred thousand dollars. The prevention of | 
smuggling and the resultant collection of customs duties probably in | 

_ time would finance the purchase of these vessels. Of equal importance, | 
however, was the matter of national security. He said I, of course, 
was familiar with the rumors concerning alien activities along the 

' Colombian coast (see my despatch No. 75 of April 21, 1939)38 and. 
particularly if war were to occur in Europe the operation of these new 
cutters would be of value not only to Colombia but to the United 
States. He had discussed the matter with the Minister of War who 
agreed that a complete study and reorganization of the coastguard 
must be made, attention being given to personnel, purchase of vessels 

_ and other equipment and establishment of a base at Cartagena, includ- 
ing drydock facilities for the cutters. Quotations on cutters had been 
received from Holland and Germany but since the Colombians were 
so inexperienced in the matter it would be best for the job to be handled 
by American experts. The Minister had written to Ambassador Lépez 
in a preliminary way requesting him to investigate what might be done 
but as yet had received no reply. He would write again and hoped 
this matter would be considered favorably by the United States 

- Government. 

_ ConcLusion 

Our conversation ended by both of us agreeing to think over the 
various points and to get together frequently for discussions thereof. 
In these talks I shall continue to argue in favor of a settlement which 
will reestablish Colombia’s good name and credit. 

Dr. Lleras gives the impression of being bright, able, honest and 
possessing good judgment, especially for so young a man. In offer- 
ing such a sorry prospect for a settlement satisfactory to the bond- 
holders, the Minister, partially as trading strategy, is painting the 

% Not printed.
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| gloomiest picture. But the fact remains that the long standing default, — 

the inexpert handling of the matter in the past, favorable economic 

| and credit developments here (see my despatch No. 66 of April 17, 

| 1939)* and internal political influences, all indicate that any sub- 

| stantial improvement over the “Lépez” terms can only be accomplished 

| through the most skillful and intensive efforts. Public and, what is 

far more important, political sentiment has, as was only to be expected, 

| during the years of default crystallized in favor of a settlement no 

| better than that offered by President Lopez. Even if the Colombian 

Ambassador and other negotiators become convinced that a higher 

| interest rate should be accepted, it is presently doubtful that the 

administration would dare support or Congress ratify asettlementon 

| a substantially better basis. We may rail at their incomprehension. 

| and even at their Punic faith, but at least an equal share of responsi- 

| bility for this unhappy situation rests in the United States and their 

a attitude is in line with common experience in governmental debt 

oe settlements. re Be , , 

| To conclude, it is well to face the hard facts that: (a) If debt service 

. | is not renewed this year on some basis, Colombia may continue to 

| default, more or less indefinitely; (6) an agreement certainly cannow - 

a be made on the “Lépez”, or perhaps somewhat better, terms. A bad — 

adjustment is better than none at all. For the bondholders to have 

8 percent in hand is preferable to speculating on receiving a higher 

| rate in some indeterminate future. (c) Hence it is the part of wisdom 

to make the best deal possible for the bondholders—it will in any case 

- be superior to the Chilean offer—and then get on to the new business 

of reinforcing both our economic and political standing and prestige 

in Colombia. The financial assistance we may give to this country 

| will in some measure redound to the benefit of the bondholders. To. 

pursue any other course, as indicated in my despatch No. 66, would 

. be somewhat in the nature of biting off our nose to spite our face. 

Of course, in my conversations here I have not even hinted at the 

foregoing; on the contrary I have, if anything, played up the conse- 

quences to Colombia’s good name and economy of a failure to agree 

on better terms. 

This country so ardently desires our assistance on stabilization, 

financing, the Agricultural Credit Bank, coastguard service, etc., that 

it would be good strategy for conversations on these matters to pro- 

| ceed simultaneously with the debt negotiations. These elements may 

be utilized as effective trading arguments by which, with no sacrifice 

to the United States Treasury or the Export-Import Bank, the Colom- 

bians may be induced to agree to a better bargain for the bondholders. 

The advantages obtained might also perhaps lead the Colombian Con- 

gress to swallow the bitter pill of higher interest rates. 

“Not printed. ; BS
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The only alternative to this method of attempting to improve the | terms of the debt agreement is for negotiations to be transferred to — | Bogoté where facts may be investigated more thoroughly and local 

_ political opinion more effectively influenced in favor of terms superior | for the bondholder. | 7 | oe 
Respectfully, / | SPRUILLE BRADEN | 

821.51/2338 : Telegram | | | 
Lhe Ambassador in Colombia (Braden) to the Secretary of State 

Bogora, June 29, 1939—1 p. m. | an So [Received 5:15 p. m.] | 
_ . 42, Finance Minister last night told me that while Francis White appeared less intransigeant than previously debt negotiations now _ appear to be in doldrums and he wanted my assistance to stimulate - action so that service may be agreed upon and included in budget | to be presented to Congress July 20. (Indications are that Govern. | _ Ment also desires to present project to Congress looking to removal __ of exchange control.) Minister is dining with me July 8 and I may / have discussion earlier. Therefore would appreciate being informed | status of negotiations, specific points on which I may perhaps be 
helpful, and answers to questions raised in my despatch No. 117 , of May 15. | | | | | oe | - BRADEN 

821.51/2338: Telegram _ | a . | 
The Secretary of State to the Ambassador in Colombia (Braden) 

Wasuineton, July 1, 1939—8 p. m. 
56. Your 42, June 29,1 p.m. The Colombian Ambassador presented 

a comprehensive memorandum * to the Foreign Bondholders Protec- 
tive Council incorporating the so-called Lopez offer and Mr. White 
in a conversation with the Ambassador on June 16 2° indicated that the 
offer was very low in view of Colombia’s financial position and the 
higher service on internal issues. The Ambassador said he would refer 
Mr. White’s views to his Government, and the Council is apparently 
awaiting a reply which it hopes will contain a better offer. A copy 
of the Colombian memorandum and of a memorandum of Mr. White’s 
conversation were sent to you in the air mail pouch which should have 
reached you yesterday. 
Although the Department has not made a careful analysis of 

Colombian finances, it recognizes the weight of some of the considera- 
* Not printed. 
* Memorandum of conversation not printed.
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tions raised by the Council and therefore very earnestly hopes that 

the Colombian Government will give them a most thorough considera- 

| tion. If suitable occasion arises at your dinner on J uly 8, you may, in 

your discretion, express to the Minister your hope that in view of his 

| detailed knowledge of the whole situation he will be able to find 

opportunity personally to study the Council’s observations in order 

_ that he may arrive at his own conclusions-uninfluenced by the opinions 

of others who do not recognize as he does the desirability of settling the 

| debt default as soon as possible. , Ce | 

| The Department has no indication of what interest rate the Council 

might be willing to accept, and believes that it would be preferable 

oO at this stage for no suggestion to be made by you even on your own 

responsibility as to what would be reasonableand fair, = 

a For your information the Department has been informed that in 

| order to overcome one of the Council’s objections the Colombian 

, Ambassador has advised his Government to consider the possibility 

of a reduction in the rate of interest on internal bonds proportionate to — 

| that proposed on the external bonds. = sti ee 

7 _ ‘With regard to the Minister’s reference to the Chilean debt settle- 

ment, as set forth in your despatch no. 117, you may find it desirable to 

| emphasize that as a result of subsequent negotiations of the Chilean | 

Government with the Council and the formal assurances given the 

latter as to the scope of the law, and in recognition of the appreciable 

payments being made by Chile under difficult economic conditions, _ 

| the Council withdrew its recommendation against acceptance of the 

Chilean proposal. The amount paid by Chile for service on its for- 

eign debt alone in 1988 was 22 percent of the national budget, half of 

which was allocated for interest payments. | . 

With further reference to your despatch no. 117, there has recently 

been under reconsideration the policy which the Export-Import Bank 

should pursue in relation to the extension of credit to governments in 

default on their external indebtedness. You will be informed as 

soon as decision has been reached. 

In the meantime, if you feel you must make reply to the questions 

posed by the Minister of Finance as conveyed to the Department in 

despatch no. 117, you may say that a gold bullion loan would require 

specific congressional authorization as indicated in the Brazilian 

arrangements. There has been no occasion as yet to submit that ques- 

tion to Congress for action since as yet no request has been received 

| from Brazil. Since the Colombian Minister of Finance indicates 

that he regards the proposal made to Brazil as not particularly appli- 

cable to Colombia, this Government might be prepared to consider 

any counter suggestion from him as to exchange facilities such as 

advancing dollars against gold collateral.
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The credits granted by the Export-Import Bank must be for the | 
purposes of facilitating United States export or import trade, and it | 
would appear difficult to justify an extension of credit by the Bank _ 
to the Agricultural Credit Bank of Colombia which would be. re-. 
garded as a capital increase (the Bank is specifically forbidden. to. | 
purchase stock). | a | a on 

The Department will instruct you further with respect to the re-— 
marks of President Santos and the Minister of Finance regarding | 

_ cotton goods in connection with the trade agreement. _ oe 
| | | | Hou 

821.51/2342: Telegram a / | | . | 

Lhe Ambassador in Colombia (Braden) to the Secretary of State 

| . _ Bogora, July 11, 1939—5 p. m. 
a [Received July 12—1: 30 a. m.] 

47. Department’s No. 56, July 1, 3 p.m. In conversations Satur- | 
_ day and 8 hours yesterday with Minister of Finance I strictly adhered 

to instructions and net of discussion was: Minister of Finance still - 
anxious for speedy settlement believing Congress within a month | 
from its opening will become so involved in political bickering as to | 
make approval extremely difficult. He inquired. to which of con-. | 
sideration[s] raised by the Council the Department gave [apparent | 
omission]. I told him I do not know and I only pointed to. those | _ which appealed to me personally. The most encouraging feature of | 

. the conversation was that he several times expressed desire to know. . _ what rate would reestablish Colombia’s credit so that he might come 
as closely as possible to it. However, in contradiction to this, when 
White’s reference to Uruguayan settlement?” was discussed he said 
Colombia could not come anywhere near 414 per cent. Also Colombia 
having made best possible offer under present fiscal conditions could 
not with dignity alter same; to do so would be politically embarrass- 
ing. | | a : 

On July 5 he sent air mail letter to Colombian Ambassador at 
Washington answering various points raised by White and instruct- 
ing that offer be renewed. 7 | | 

He asked me what would be effect of this. I told him probably they 
would get nowhere; in fact I was disappointed to see both sides 
involved in a protracted discussion of factors which had been thor- 
oughly reviewed, the essence of the problem was for them rapidly to 
get together across the table on a rate which would reestablish Colom- 
bia’s credit and make possible Council’s approval. I suggested in view 
of his desire for rapid settlement perhaps best procedure might be for 

™ See Foreign Bondholders Protective Council, Inc., Annual Report 1989, p. 62.
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; _ him to abandon trading tactics and forthwith to make maximum offer — 

ae Colombia could contemplate. He replied this was inexpedient course 

"politically and said only procedure was for White to dress up present 

offer leaving essentials the same as now. The only concrete proposal = 

he could think of in this connection was for payments reached in fifth 

--—--year to be continued thereafter until extinguishment of debt. He = 

| ‘Would not consider making present apply for temporary settlement. 

When I pressed for other suggestions of [¢o?] make “dressing up” 

| worthwhile he replied it was up to White to use imagination. Isaid 

that imagination would have to come fromthisend. OO 

- - He was evidently concerned by my insistence offer would have to | 

be improved and that action was up to him and not to expect counter 

offer from White. He promised matter would have his preferential _ 

attention, it was most important subject before him and Government | 

was extremely anxious to have it settled. — | | | 

To meet charge of discrimination Colombian Ambassador had sug- | 

a gested giving option foreign bondholders to convert into internal = 

_-- issues. The Minister agreed with me that this did not merit much 

| consideration, > gg oa 

| In reply to my question he said Ambassador at Washington was 

: authorized to declare that English and American bondholders would 

a receive identical treatment. - oe 

me _ Minister again brought up gold bullion loan and when I explained 

. situation to him he inquired whether it would be possible once debt — 

swag adjusted and Colombia returned to free exchange (always con- 

: trolling compensation countries through import restrictions) for Bank 

- of Republic to obtain loan from Federal Reserve Bank which possibly 

- would be little used but mere existence thereof would insure stability 

of exchange. He also again emphasized urgent necessity of acting on 

cotton goods in connection with trade agreement. I told him I would 

reply on these points when instructed by the Department. He prom- 

ised to keep me posted of any communication from Ambassador at 

Washington and I said I would also keep in touch with him. | 

To conclude, Minister of Finance is torn between desire for settle- 

ment with Council, fear of political repercussions here. He is still 

trading but can be induced to improve offer somewhat but I fear not 

enough to satisfy White. 
| BRADEN 

821.51;/2345 

The Ambassador in Colombia (Braden) to the Secretary of State 

No. 206 Bogota, July 13, 1939. 
[Received July 17.] 

Sir: I have the honor to refer to my telegram No. 47 of July 11, 

5 p. m., and to submit the following additional information on my
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| conversations with the Colombian Minister of Finance on July 8 | 

and10: | 

| 1. The Minister asked what I thought of the Colombian memoran- 
dum as submitted to the Foreign Bondholders Protective Council, Inc. 
I told him my personal reaction thereto was that the Colombian argu- 
ment frequently overshot the mark by attemping to prove too much; 
for instance, the statement that depreciation of the peso makes full 
renewal of the debt service “impossible” is an exaggeration, the word 
“difficult” would have been more accurate. Mr. White, I believed, 
had made some pertinent observations to Ambassador Lopez with re- _ 
spect to the memorandum throughout over-emphasizing comparison of 
the country’s fiscal position between 1929 and 1938. } 

I said that, while admittedly it is extremely difficult, with statistics 
available, to make an accurate estimate for Colombia of the balance 
of payments and perhaps no two people would arrive at the same | 
conclusion, nevertheless the memorandum’s arguments respecting bal- _ , 
ance of payments lose force in face of the fact, generally accepted in 
Bogota banking circles, that Colombia has had difficulty during the 
last month or so in keeping the value of the peso down. In this con- 
nection, I said I could not agree with the Colombian thesis of exclud- 
ing all exports of petroleum, 40 percent of bananas, and platinum. | 
While Mr. White is inaccurate when he says the exploitation of oil 
has been proceeding at a tremendous rate and that the first oil has been 
brought through the pipe line from the Barco concession during the 

_ last two or three months, the Colombians are equally in error when 
they exclude the substantial benefits to this country received from _ _ 

‘the Tropical.Oil Company in wages, local purchases, taxes, etc., plus : 
the few millions being spent annually on exploration. The Minister — 
admitted that I was right but remarked that Tropical purchases in 
the country about balanced their localsales.. _- | 

Dr. Lleras said, for a while, the peso had tended to rise against 
the dollar but now the reverse was true, as was proven by the recent 
drop in gold reserves to a ratio of 60 percent (60.52 percent as of June 
21). The legal minimum was 50 percent, the banks had done little 
re iscounting but might do so at-any time, in which event if exchange 
control had been removed the peso would be under severe pressure, at 
least for some months. He then made his suggestion regarding a 
stabilization loan from the Federal Reserve Bank, as described in my 
cable under reference. It may be observed that the recent drop in gold 
reserves is perennial and due to the off-season in coffee shipments; 
gold reserves as of July 8 are back to 62.7. | 

3. The Minister said he already had a project drafted looking to 
the removal of exchange control. In this connection he observed that 
Mr. White seemed to forget that the National Government could not 
agree to such a high rate of service as would absorb all available | 
exchange and leave none for the service on loans by departmental and 
other debtors. 

4, The Minister told me of a letter he had received from Ambassador 
Lopez describing the conversation with Mr. White on June 16. This 
account approximately paralleled the memorandum enclosed with the 
Department’s instruction No. 51 of June 14, 1939.18 

** Not printed.
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5. I told the Minister that the points raised by Mr. White which | 
appealed to me were: | | : oo 

| (a) Discrimination as between external and internal bonds; | 
(b) Percentage of budgets devoted by other countries to foreign 

| 7 debt service. I emphasized to him that even in Chile 22 
: ss percent of the 1938 budget had been paid to foreign bond- | 

holders; } Oo 7 
(ce) The purchase of the Belgian Railroad. | | 

| 6. On (a), Dr. Lieras held there had been no discrimination, since 
the internal loans had been contracted under duress, somé of them 
even without any interest, and the largest one had been liquidated 
largely by means of a special tax on gasoline, which was oppressive 

- and could not be continued for too long a period. Despite the Minis- © 
ter’s explanation, this tax still is effective and a fair guess is that it | 

| will be continued. He made no mention of Ambassador Lopez’ sug- _ 
_ gestion that rate of interest on internal bonds be reduced to a figure 

proportionate to the external. Therefore, I inquired whether this had 
been considered. He replied affirmatively and said it had been done in 
the past by means of an arbitrary tax but he thought there were only 

| one or two issues on which it could now be done and that it would do 
little good. | | a , 
With respect to (6), the Minister offered no counter argument 

except that other essential items on the budget simply could not be 
cut nor eliminated to a degree which would permit of such high per- 
centages as some other countries devoted to debt service. He had 

| already cut next year’s budget by 30,000,000 pesos. In my opinion, it 
is perfectly true that this country could, at this particular juncture of | 
its economic development, soundly and beneficially spend a budget 
augmented in this amount. _ a a OS 

He said (c) the purchase of the Belgian Railroad was forced on the | 
Government as otherwise operations thereof would have ceased and 
an impossible situation would have been created for the Government. 

7. Linquired whether the Minister had further considered my purely . 
personal suggestion af described in last paragraph of Page 9 of my 
despatch No. 117 of May 15, 1939)?* regarding an X percentage of the 
budget being allocated to foreign debt service. He replied that it 
would be impossible to apply an X percentage to the entire budget but 
it might be done with certain specific items of revenue and thus give 
the bondholders a chance for an increase in payments. 

| 8. The Minister was pleased with the advance being made on the 
question of revenue cutters, appreciated the assistance already given 
in Washington, and hoped a satisfactory combined service for both 
coast guard and auxiliary naval defense would be consummated. 

9. He regretted that the Export-Import Bank could not assist in 
the financing of the Agricultural Credit Bank but understood our 
position thereon. 

10. My observations on the Colombian memorandum Dr. Lleras 
took in good stead as he did my remarks supporting certain of Mr. 
White’s arguments. In short, I think he genuinely desires a settle- 
ment but simply does not know how to overcome the practical and 
political obstacles which make it extremely difficult for the Santos 
administration appreciably to better the so-called “Ldépez terms.” 

* See third paragraph under the heading: “My Opinion of Terms”, p. 472.
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_ Pursuant to the Department’s instruction No. 44 of June 21, 1939 2° 
suggesting that I comment on Mr. White’s memorandum of June 9, 
1939,” there is little to add to the above other than to say that it con- 
tains several mistakes as for instance when he speaks of Colombian 
bonds selling on the New York market at 15 cents on the dollar, 
whereas the price on June 9 was actually 2714 with a low for the year 
of 1984. Also, Mr. White apparently confuses the balance of trade 
with the balance of payments. In this connection I enclose an analysis : 
of the latter *° prepared by the National City Bank for 1937, which 
taken together with the estimate of the Colombian memorandum may ~ 
give the Department a somewhat closer approximation to the real 
situation. —- OF | 

_ Of course an adequate discussion of the arguments by both sides on __ 
_ many phases of the situation is necessary. However, the whole situ- __ 

ation has been pretty thoroughly examined during the last few years _ 7 
_ so that each party is already well acquainted with the other’s views. 

_ Hence it should now be possible to shorten the conversations which | 
| otherwise may be time-consuming and will not greatly clarify the 

issues since both will more or less rigidly adhere to their particular 
theses. __ 7 | , ee 

The one point, above all others, to which a solution must be found 
is how much can and will the Colombians increase their proposal above 

the so-called “Lopez terms” stipulated in their memorandum and at a 
what rate will the Foreign Bondholders Protective Council, Inc. give 
its approval to those terms. This is a question which it should be , 
possible to settle within a few days at the most. It is generally admit- 
ted here that the Colombian offer of the “Lopez terms” was made on a | 
trading basis in order to bring forth a counter offer from the Council. ) 

_ The negotiation on this one point can be done back and forth across 
the table rapidly if the issue is not confused by such issues as Mr. 
White (bottom of Page 6 of his June 9 memorandum) insisting that 
the municipal and departmental debts be adjusted simultaneously | 
with the national debt. In this connection I beg to refer to the last 
eight lines on page 5 of my despatch No. 117 of May 15, 1939 2 and to 
suggest that it would be advisable for Mr. White to urge that in all _ 
allotments of national income to subsidiary governmental units at 
least a portion be earmarked for foreign debt service. 

I feel that the interests of the bondholders have already suffered 
because of the many avoidable delays permitted during the past 
couple of years. To allow further procrastination now would be in- 
excusable and will still more injure the bondholders. 

Respectfully yours, SPRUILLE BRADEN 

* Not printed. oo 
* Reference is to the last 7 lines, ante, p. 471.
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821.51/2347a: Telegram CO ee oe | 

| The Secretary of State to the Ambassador in Colombia (Braden) 

| - Wasuineron, July 15,1989—5 p.m. > 

66. White of the Foreign Bondholders Protective Council has in- | 

formed Department that on J uly 18 Ambassador Miguel Lépez in- 

formed him under instructions that the debt proposal submitted about — 

| June 15 was the best that. Colombia could offer at this time. White — 

7 informed Lépez that he could not recommend to the Executive Com- 

_ mittee of the Council that it recommend the proposed settlement to the _ 

bondholders. | mo CO 

The Ambassador again brought up the possibility of refunding the 

ss internal issues. White said that he was prepared to recommend to his _ 

a Executive Committee a proposal for a 1-year temporary settlement 

_”_- with a 8 percent interest rate, the year to be used by the Colombians to | 
: - refund its internal bonds at lower interest rates. Attheendoftheyear 

further negotiations would be carried on for a definitive debt settlement —_ 

for the external debt at higher interest rates that would take into 
oo ~ account the savings to the Colombian Government because of thelower 
- interest on the internal issues. White does not think the Colombian 

- Government will be interested in this idea. a OO 
| White also suggested for consideration the possibility of making 

increases in debt service contingent on increase in the Colombian 
| budget. _ oe | 

| Miguel Lépez stated that he would cable his Government a résumé 7 
| | of their conversation and request new instructions. = 

White believes that Miguel Lépez was seeing him for purpose of 
feeling out how low an interest rate would be acceptable. | 

For your strictly confidential information and not to be in any way 
communicated to the Colombian Government, White states that he 
is preparing a proposal that he will place before the Executive Com- 
mittee next Tuesday. If the Executive Committee approves he will 
present it to the Colombian Ambassador the next time Lépez gets 

in touch with him. 
Hv 

821.51/2849 
The Ambassador in Colombia (Braden) to the Secretary of State 

No. 222 Bogora, July 18, 1939. 

[Received July 21.] 

Sm: I have the honor to refer to the Department’s telegram No. 
66 of July 15, 5 p. m. and to report that pursuant to my request the 
Minister of Finance, Dr. Lleras Restrepo, received me yesterday after- 

noon and read to me a cable he had just had from the Colombian 

Ambassador in Washington.
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: This message, although somewhat longer, approximated the infor- 
mation contained in the Department’s telegram under reference, except | 
that the Ambassador interpreted Mr. White’s refusal to recommend Se 
the Colombian proposal to the Council’s Executive Committeee as a | 
definite rejection thereof. He added that Mr. Laylin,** who also was ce 
present at the meeting, inquired whether Mr. White would recommend - 
a settlement on a 314 percent basis. Mr. White said he would not and | 
that moreover he objected to further questioning along this line since _ 

_ it would commit him—something he could not accept since he was 
| acting without authority from the bondholders. The Ambassador a 

quoted Mr. White as declaring that the Colombian offer was incom- | 
mensurate with present capacity to pay and still more with future 
prospects. In this latter connection, he had particularly stressed _ 
the development by American capital of the petroleum industry in. 

_ Colombia, Mr. Laylin’s inquiry regarding 314 percent is, of course, 
| significant. | - ee ee oe | | Dr. Lieras said that he had been so discouraged by the Ambassa- ts 

dor’s telegram as almost to reply that nothing else remained to be — coe 
done with the Council and that the Colombian Government would | 
seek other methods, than through that organization, of dealing with 7 
the bondholders. However, just then he received my request for an — —_ 
interview and he hoped I would have some more encouraging infor- | 
mation. 7 ) | | _ 

The Minister said Mr. White's rejection of the Colombian offer 
made it impossible for the Government to make another, i. e., presum- 
ably through the Foreign Bondholders Protective Council. Also it | 
prevented his including any item for debt service in the budget since 
it would become generally known that the Colombian offer had been 
rejected. When I doubted this, he insisted that everything was 
known in Bogoté within twenty-four hours, which, I must say, is 
largely true. He frankly expressed his discouragement because it 
was evidently impossible by the present method of negotiation to 
reach a conclusion since Mr. White “assumed the dual role of nego- 
tiator and non-negotiator, that is, he took all of the advantages of a 
negotiator but none of the obligations, which placed the Government 
at a serious disadvantage—it was futile to continue discussions with 
White”. I indicated that Mr. White had not “rej ected” but merely 
“refused to approve”. But the Minister insisted another offer could 
not be made. | | | | 

_ In reply to my question, Dr. Lleras stated that Mr. White’s sug- 
gestion to make the offer a temporary one for one year was utterly 
unacceptable. Also he had requested Ambassador Lépez and his 
financial advisers to submit a plan looking to the refunding of Colom- 

* John G. Laylin, Washington attorney, acting as counsel to the Colombian Ambassador. *
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bia’s internal issues. This they had done but the Minister was now 

- satisfied that the thought of refunding internal issues should be | 

Oo abandoned.  ti(iti‘“C:tsts~—~—S BO | 

The Minister asked what information I had. I replied that un- | 

la fortunately it was similar but even more brief than his, although I 

| ‘was encouraged by one factor: I understood Mr. White was disposed 

| perhaps to consider the possibility of making increases in debt service 

contingent on increases in the Colombian budget. I added that since 

| the Minister thought it unwise to follow my suggestion (see Section — 

- 4, Page 5, of my despatch No. 206 of July 18, 1939) of an X percent- | 

| age of the budget being assigned to debt service, he might do so with 

| an X percentage of revenues (both royalties and taxes) received from 

, the petroleum industry. I pointed out that, while large sums were 

- being spent on exploration, there was as yet no guarantee that these 

a operations would be successful nor that Colombia would receive any — 

oe substantial additional income from this source. Nevertheless it was 

/ a possibility with which Mr. White was impressed, according to the 

- ~ Ambassador’s cable, and by such an arrangement the bondholders 

--would receive a speculative fillip which might compensate them for _ 

Oo a somewhat lower return than otherwise they would be willing to 

. — accept, also it would answer Mr. White’s arguments respecting Co- 

lombia’s ability to augment future payments. The Minister esti- 

| mated that approximately 12 to 14 percent of the revenues presently 

received from the oil industry are equivalent to 1 percent on the debt 

service. He calculated that the earmarking of 15 percent of oilreve- 

nues to debt service might in a few years give the bondholders a sub- 

stantial increase in interest but felt in any case they should be limited 

to the 414 percent rate received by the holders of Uruguayan securi- 

ties. Lreplied that I could not discuss the details of such a plan and 

| had merely stated my personal opinion as favoring it in principle. 

But he should bear in mind that the Uruguayan bondowners were 

assured of a minimum of 414 percent and moreover had received inter- 

est at that rate for some time past; therefore, I felt if the Colombian 

bondholders were to be asked to take any less, they should be com- 

pensated by the possibility of receiving a higher rate if the oil indus- 

try developed as we all hoped it would. Also I could not believe he 

would encounter much opposition in Congress on such a plan because 

| in the final analysis Colombia would benefit even more than the bond- 

: holders from the development of the petroleum industry since, aside 

from local wages and purchases, if his figure were taken, 85 percent 

of the additional government income would be retained here. Dr. 

Lleras was receptive to this idea, which may therefore be pursued to 

advantage by Mr. White. 

Dr. Lleras went on to say that by law he was obliged to submit the 

budget to Congress within ten days from its opening. He was now
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estopped, as described above, from including an item for foreign debt — 
service and if it were not in the budget it would be extremely difficult 
later to reopen the budget in order to insert a special appropriation. | 

I observed that, according to his statements and excepting for the 
possibility of an X percentage of petroleum revenues being assigned 
to the debt service, apparently an impasse had been reached. This 
gravely concerned me as being highly unfortunate both for Colombian 
good name and credit and for the bondholders. Therefore, pursuant 
to his suggestion of last week that imagination be used, I begged him : 
to put on his thinking cap and exercise the maximum of imagination 
to resolve the impasse. | | 

The Minister replied that in the final analysis Mr. White would be 
in none too good a position when it became known to the bondholders , 
that he had rejected a Colombian offer without making any construc- 
tive counter suggestions. I warned the Minister he should not count 

_ on Mr. White’s being embarrassed thereby as it would only appear to 
the bondholders and in the financial press in the United States that . 
Colombia had made an offer which had been refused approval by the | 
Council because it was not commensurate with this country’s ability | 
to pay and compared unfavorably with debt settlements reached with 
others. Dr. Lleras said a similar situation had existed respecting | 
Chile’s unilateral offer but subsequently based on insignificant changes 
in the Chilean undertaking Mr. White had been forced to give his 
approval in order not to appear, alone, as disapproving the Chilean 
offer which the bondholders themselves were by then ready to accept. 
I again mentioned the fact that Chile in 1938 at least devoted 22 per- 
cent of its budget to foreign debt service, to which Dr. Lleras rejoined 
that as soon as the departments and other Colombian debtors began 
servicing their loans the percentage of total budgets would be com- 
parable to Chile’s. I observed that this was perhaps a subject we 
could discuss more intelligently when we knew exactly what the total 
service was to be. : | 
When I again insisted that the Minister make some suggestion as to 

how the present impasse might be solved, he replied that it would be 
helpful if he could obtain, in some way, an indication as to what 
interest rate would be approved by the Council. I said I did not see 
how this would greatly assist him since, judging by his remarks, he 
still seemed to be pretty far away in his ideas from a figure which the , 
Council would approve. 

At one point I inquired whether there would be any advantage in 
Ambassador Lépez and Mr. White coming to Colombia since the 
members of the debt commission, and of the Senate and House Com- | 
mittees, and other influential people might thereby obtain a better 
understanding of the situation as it existed in the United States and 
in turn Mr. White would sense the atmosphere here. The Minister 

2938005732
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agreed my reasoning was sound but said there were other considera- 

tions why it would be unwise for the negotiations to be transferred to | 

Bogoté. While of course I did not mention it to the Minister, one 

disadvantage of negotiating in the States is illustrated by the fact that 

while Messrs. Lépez and White continued to discuss the refunding of 

internal bonds that subject never was very seriously considered by the | 

- Governmenthere. — - - 7 7 | | 

: | While I am satisfied it would be extremely difficult for the 

| | Colombian Government to include the departmental, municipal and 

| bank debts in a settlement along with the national debt, I nevertheless 

asked the Minister whether by doing so it would not be possible to make | 

a proposal on better terms than the one already submitted. This 

| suggestion he rejected. | a 

‘Tt will be noted from the foregoing that so far about the only point 

which appears encouraging is the X percentage of petroleum revenues — 

being assigned to debt service. Several times throughout the interview - 

I emphasized that Colombia’s credit would be seriously damaged with © 

consequent embarrassment to all concerned if the Government left 

matters in the present impasse. I believe the Minister was impressed 

by my argument, but unfortunately not enough so to induce him to 

make another offer on terms anywhere near acceptable to the Council. 

I would feel more sanguine about my possibly bringing the matter 

to the attention of President Santos had he not already admitted to 

me that he knew little about finance and relied entirely therefore on _ 

his Minister. | | | | 

Our interview ended by my urging that Dr. Lleras give serious 

thought to the finding of a solution to the impasse and by his promis- 

ing to call a special meeting of the Debt Commission this week to con- 

sider the situation, after which he would advise me of what conclusions 

had been reached by the Commission and himself. , 

I shall, of course, appreciate being informed promptly of Mr. 

White’s proposal, mentioned in the last paragraph of the Department’s 

telegram under reference. It may at least, I hope, be of such a nature 

as to silence Dr. Lleras’ criticism respecting Mr. White’s dual role. Of 

course the ideal would be for it to be along the same general lines as 

the Colombian offer and with an interest rate within trading range of 

the Colombian. | 

Respectfully yours, —  Sprumpie Brapen 

821.51/2347b: Telegram 

The Secretary of State to the Ambassador in Colombia (Braden) 

WASHINGTON, July 20, 1939—2 p. m. 

68. Personal. From the Under Secretary.”® The Colombian Ambas- 

sador today came to see me to state that he had been informed by his 

* Sumner Welles.
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Government that at an official interview requested by you yesterday : 
you had informed the Minister of Finance that this Government did 
not consider that the proposal submitted by the Colombian Govern- | 
ment for the settlement of the debt default was satisfactory. It was 
said that you went on to mention various ways, including the levying | 
of certain new taxes, by which the Colombian proposal might be | 
improved. _ | | 

In view of the opening of the Colombian Congress tomorrow and 
of the knowledge in informed quarters of your visit to the Minister | 
of Finance in his office, the Ambassador stated his Government was | 
extremely perturbed that the supposition might arise that the United 
States Government was injecting itself into the debt discussion and | 
exercising pressure for better terms. This would introduce great 
complications into the negotiations, making it much more difficult for | 
the Government to negotiate an equitable settlement. | a 

In commenting upon the Ambassador’s statements, I informed him | 
as follows: First of all, as I had explained to him many times and to 

_ Dr. Santos when he passed through Washington prior to his partici- | 
pation in the presidential elections, it has consistently been the policy | 
of this Government not to interject or involve itself in the negotiations | 
between governmental entities and the bondholders, its activities being 
strictly limited to using its informal good offices to help bring about 
the inauguration of discussions and facilitate their continuance. 

Secondly, as I had frequently expressed to the Ambassador and also 
to Dr. Santos, this Government, because many thousands of American - 
citizens have invested their savings in the obligations of foreign gov- 
ernmental entities, does have an interest in the settlement of the 

_ . defaults of such obligations which have occurred in the last few years. 
For this reason, this Government has urged and has done what it could 
to facilitate discussions between foreign governmental entities and | 
the bondholders to reach an agreement for the resumption of debt 
service on the bonds held by American citizens. | 

Thirdly, I stated that no instructions had been sent to you to make 
any oflicial representations in the matter on behalf of your Government 
nor to seek an official interview with any member of the Colombian 
Government. I said that of course we had kept you fully informed of 
the situation with regard to the debt negotiations so far as the Depart- 
ment was advised thereof, and that you had been authorized in your 
discretion to express at your dinner to the Minister on J uly 8 your 
hope that he personally would study the Council’s observations. I 
expressed the belief that if you had requested an official interview with 
the Minister in his office, such an appointment had been sought by you 
in accordance with your general instructions to do what you considered 
possible to solve any difficulties that might arise between the two coun- 
tries and to remove any obstacles to the close and friendly relations
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which both Governments desire, and that you undoubtedly had not 

intended to indicate that any official intervention in this question was 

being undertaken by the Government of the United States. I said 

that I felt sure that the Ambassador appreciated that any settlement 

| which might be reached in the debt negotiations and which proved 

satisfactory to both sides would bring about an atmosphere favorable 

| to the economic and financial cooperation in which both our Govern- 

| ments were interested. oo 7 - 

The Ambassador expressed his appreciation for the statement that 

Thad made as to the position of this Government, and gave me to un- 

derstand that my explanation would clear up any misunderstanding 

which his Government may entertain. However, the fact that the 

- Colombian Government thought it important enough to request the 

Ambassador to see me indicates the sensitiveness of the Government 

| to any suggestion on our part as to proper terms of settlement, and | 

| makes essential the exercise of the greatest discretion in conversations - 

| with Colombian officials. For the time being, I feel it would be pref- 

| erable for you not to initiate any discussions of the debt question unless 

| requested by the Department, and, if the matter is raised by responsible 

officials to confine your remarks to an expression of the Department’s 

| interest in a settlement to the extent set forth above. _ | 

821.51/2348 : Telegram | 

The Ambassador in Colombia (Braden) to the Secretary of State 

a | Bocortd, July 20, 1939—9 p. m. 
[Received July 21—2 a.m.] _ 

52. Department’s 68, July 20, 2 p. m. Personal for the Under 

Secretary. I am astonished by the Colombian Ambassador's state- 

ment to you which is totally at variance with the interview I had with 

the Minister of Finance on July 17 and which is fully described in 

my despatch 222 of July 18 which should reach you by direct air mail 

July 21. In fact, I believe it impossible for the Minister to have 

gathered any such impression as given you by the Ambassador who 

can only assume must have entirely misunderstood the message from 

his Government and has elaborated to you on his misunderstanding. 

I requested the interview believing it expedient before Government 

policy here became too set to bring before the Minister the comments 

of Department’s No. 59 of July 11, 6 p. m.,”° and coincidentally to get 

latest information he had on the debt. While the visit was official 

in the sense that I went to the Ministry it had been agreed that we 

would informally and frequently meet in this matter to discuss latest 

news of negotiations from the United States. 

7° Not printed.
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On this occasion as repeatedly on all previous ones I stated that 
_ neither my Government nor I could or would intervene other than by 

good offices in the debt negotiation. _ eo : 
TI never have expressed any opinion personal or otherwise on Colom- 

bian offer except as I did so respecting so-called Lopez terms as re- 
ported page 7 of my despatch No. 117, May 1527 and at Minister’s 
request as per section 5 of my despatch 206, J uly 18. The subject | 
of levying new taxes has never even been discussed in this or in pre- 

- ¥lous conversations. : | | , | 
The Minister began the interview by reading to me cable from 

Colombian Ambassador describing his June 13 conversation with 
White. He declared himself so discouraged by White’s “rejection” 
of Colombian offer as to have been on the point (when requested ~ 
interview) of cabling Colombian Ambassador to terminate all nego- | 
tiations with the Protective Council. Because of this attitude I made _ | 
strongest statement I have made so far which was “that according | 
to him an impasse had been reached which gravely concerned [me] __ - 
as being highly unfortunate both for Colombia’s good name and 
credit and for the bondholders, therefore ‘employing his own expres- 
sion’ I begged him to exercise imagination to resolve the impasse”, 

The interview ended by Minister promising to summon me and | 
inform me after he had consulted during this week with the Debt 
Commission. | | | : : 

Otherwise the only basis I can imagine for Ambassador’s mis- 
understanding is that as reported in my No. 47, J uly 11, 5 p. m., I 
made to the Minister the identical statement of second paragraph of 7 
Department’s No. 56 of July 1,3 p. m. | | 

| - BrapEN 

821.51/2358 | | | | , 
Memorandum by the Chief of the Division o f the American 

fepublics (Duggan) | | 

| [Wasuineton,] July 20, 1939. 
When I called Mr. White today to speak with him about the Brazil- 

_ lan debt situation,”® I inquired whether he had yet presented to his 
Executive Committee the proposal for a settlement of the Colombian 
debt default which he had mentioned to me several days ago. Mr. 
White stated that he had not had this opportunity since most of the 
members of his Executive Committee were out of town. He informed 
me, however, that this would not be an obstacle to his discussing his 
proposal with the Colombian Ambassador the next time the Ambas- 
sador called upon him. 

* Section entitled “My Opinion of Terms”, p. 472. 
* See pp. 357 ff.
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-L informed Mr. John Laylin later in the day that I thought that — 

if the Ambassador were to call on Mr. White the latter might have _ 

| - something to say to him on the debt question. Mr. Laylin indicated 

| that the Ambassador would be in New York tomorrow and would _ 

| probably take the occasion to call on Mr. White. | 

| Mr. White told me that his proposal would provide for an expen- 

— diture of about $650,000 more than the amount of $2,064,000 provided 

a for the payment in the fifth year under the Colombian offer. 

OO Mr. Laylin told me in the strictest confidence that the Ambassador — 

| has agreed to submit to Bogota a proposal which would be a consider- 

able improvement over the original Colombian offer. The original — 

offer contemplated the following payments: _ Sa 

: 7 1940 2% of $45,000,000 = $900,000 a | 

| 941 214% ee ~ 1,012,500 

7 7 4949 916% 1,125,000 a 
| | —— - 1948 34% | 1,237,500 : | 

a 4944 BG 1,850,000 oe 

| plus enough to purchase $600,000 face amount of bonds every year 

after the Colombians had retired at this rate $5,972,000 of bonds now 

held by them. Thus there would be no cash payments for sinking 

fund purposes for ten years. The offer to be suggested would pro- 

vide for the cancellation of the $5,972,000 in bonds now held by the | 

/ Colombian Government and on the $45,000,000 balance would make 

the following payments: 7 | ee 

oe Current — - | | 
interest . Arrears § Amortization Total 

1940 at 3%. $1, 350,000 1935 at1%. $450,000 *$200, 000 $2, 000, 000 

1941 °° 3%. 1,350,000 1936 ” 1%. 450,000 **300,000 2, 100, 000 

1942 ” 3%. 1,350,000 1937 ” 1%. 450,000 **400,000 2, 200, 000 

19438 ”° 3%. 1,350,000 1938 ” 1%. 450,000 **500,000 2,300,000 — 

1944 ” 3%. 1,350,000 1939 ” 1%. 450,000 **500,000 2, 300, 000 

1945 ” 4%. 1, 800, 000 , **500,000 2, 300, 000 

*This would retire about $400,000 principal amount. 

#*A dd to this interest saving on bonds previously retired. . 

821.51/2359 | 

a Memorandum of Conversation, by the Chief of the Division of the 

American Republics (Duggan) | | 

[Wasuineton,| July 21, 1939. 

Mr. White, of the Foreign Bondholders Protective Council, Inc., 

| telephoned me from New York to say that the Colombian Ambassador 

had dropped in to see him yesterday afternoon. Mr. White has 

prepared a memorandum of the conversation ® and is sending a copy 

of this to the Department. 

* Not printed. : |
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‘In brief, the Ambassador informed Mr. Welles [White?] that his 
Government had turned down the suggestion of a temporary offer, 
preferring to arrive at a permanent offer at this time. _ | | 

| In response to the Ambassador’s inquiry as to whether Mr. White | 
had anything to suggest, Mr. White told him that as a result of his 
study of the extensive documentary material left with him at the first - 
meeting with the Ambassador, he had framed a proposal. Under the | 
proposal of the Colombian Government the total service in the fifth 
year would be $2,064,000 or 49% of the contractual service. Although 
the Council could not recommend acceptance of this suggestion to the __ 
bondholders, Mr. White thought that the Executive Committee would 

_ be prepared to recommend a proposal for service of $2,715,000 or 
$651,000 more than Colombia would pay in the fifth year under its - 
plan. Mr. White pointed out that the contractual service comes to : 
$4,200,000 a year, whereas under his proposal Colombia would only 

_ have to pay $2,715,000 a year, or a saving to the Colombian Govern- 
ment of approximately $1,500,000. 
Mr. White reminded the Ambassador that his Government had 

_ maintained that owing to the drop in the value of the peso it now took Oo 
more pesos to acquire the dollar exchange necessary to make service. _ 
Mr. White stated that the depreciation in the peso had been 42% and | 
that under his proposal the contractual service would come to 36%, so 

that the bondholders would be bearing six-sevenths of the hardship | 
to Colombia as a result of the depreciation in the peso. 7 | 

The Ambassador further argued that the proposal was not practi- | 
cable from a political point of view. Later in the conversation he 
agreed to submit it for the consideration of his Government. Mr. | 
White expressed the hope that it would be possible to instruct Mr. | 
Braden to support this proposal before the Colombian Government. 
I told him that to do so would not be in keeping with our policy, and 
that there were special reasons why it would not in any case be possible 
to do it at this time. Mr. White argued that it would be preferable 
for this Government to make known its position, since that might 
dispose the Colombian Government to give his suggestion greater 
consideration. He was so insistent in his point of view that I finally 
told him I would place his views before Mr. Welles, but that I was 
absolutely confident that this Government would not wish to instruct 
the Ambassador as he had suggested at this time. 

821.51/2361 TT 

Memorandum by the Chief of the Division of the American 
Republics (Duggan) 

[WasuHineton, | July 26, 1939. 

Mr. John Laylin telephoned to inform me that the debt negotiations 
had reached a very critical stage. The Ambassador transmitted to
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| his Government the suggested settlement proposed by Mr. Francis 

- White. The Ambassador has now received a telegram from his Gov-  __ 

| ernment stating that Mr. White’s proposition had been laid before 

the President. The telegram continued that the President first ofall _ 

regretted greatly that the Colombian proposal had been turned down _ 

| by the Council because he would have to inform the Congress, and 

| | secondly, that he considered unreasonable Mr. White’s proposition, — 
and therefore had instructed the Ambassador to inform the Council _ 
that the Colombian Government would carry on no further nego- 

-tiations with it. | - oO So 
-_ The Ambassador today wired his Government, advising against _ 

| his taking this action, and, in order to open the way for further 

| negotiations, inquiring whether further negotiations with the Coun- 
: cil could be held providing they were not on the basis of Mr. White’s | 

proposal. — a : 
| If the reply of his Government is favorable, the Ambassador will | 

then request permission to present to the Minister of Finance a new 
| | project of settlement of the debt problem. Mr. Laylin explained 

that the. Ambassador had transmitted to his Government as the 
_ formula of Mr. Laylin and Mr. Simpson, of Schroeders,®° the pro- 

| posal contained in my memorandum of conversation with Mr. Laylin 
dated July 21 [20?]. The Ambassador may recommend the Laylin- 

_ Simpson formula or he may concoct something new. mo : 
: The Ambassador told Mr. Laylin that he would support the Lay- 

| lin-Simpson project provided that the Department could ascertain 
in advance from the Council that this project would have the Coun- 
cil’s acceptance. I again informed Mr. Laylin that the Department 

| | did not feel that it could undertake to present to the Council the Lay- 
Jin-Simpson formula, much less to negotiate with the Council to secure 
its acceptance of that proposal. 

Mr. Laylin said that he would post me should there be any further 
developments. | 

. , Laurence Duacan 

821.51,/2365 

) Memorandum of Conversation, by the Chief of the Division 
of the American Republics (Duggan) 

| [Wasuineton,]| July 28, 1939. 
| Mr. White stated that he had just completed a two and one-half 

hour conversation with the Colombian Ambassador and Mr. Laylin. 
The Ambassador informed Mr. White that he had now received a 
cablegram from his Government to the effect that the Government 
would not consider the proposal advanced by the Council; that it 

® J. Henry Schroeder Banking Corporation of New York was acting as adviser 
to the Colombian Government in negotiations connected with a debt settlement.
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did not wish to bargain; that it had hoped the Council would take a 
a helpful attitude; and that it was still very desirous of reaching a | 
settlement. : | | | 2 
‘Mr. White inquired whether this meant that the Colombian Gov- 

ernment stood firm on its original offer. The Ambassador stated that — 
it did not; that the Colombian Government was ready to go further 

toward meeting the desires of the Council. a 
The Ambassador stated that the Minister of Finance proposed to 

put in the budget which will go forward on Monday a request for 
$1,624,000 for external debt service. This is the amount of service | 
proposed for the first year by the Colombian Government in its proj- 
ect. The Ambassador said, however, that there would be no break- 
down of this amount in the budget as between interest and amortiza- 
tion, | | Oe | | 

Upon being informed by the Ambassador that he had no further _ | 
suggestions to make at this time, Mr. White stated that since the _ _ 
Colombian Government had stated that it did not propose to bargain == tS 
that he would place all of his cards on the table. He said that the | 
‘Executive Committee when it met at its last session had agreed torec- | 
ommend to the bondholders a permanent settlement based upon: a \ 
416% interest rate. He therefore suggested the following formula: | 
for the first year, an interest rate of 314%, no amortization, which 
would work out at the sum of $1,624,000 which the Minister of Finance 

- proposed to place in the budget. This interest rate would be increased 
until it finally arrived at 414% which would require $2,036,000 which 
was $28,000 less than the $2,064,000 which the Colombian Govern- | 
ment proposed for the five years under its project. 1% amortization 
would add to what Colombia had proposed to pay in the fifth year 
by $424,000. | | | 

I asked Mr. White what the reaction of the Ambassador was to this 
proposal which did not provide for any amortization in the first year 
and possibly none for several years. Mr. White said that the Ambas- 
sador had made no comment. | , . 

_ As the Ambassador and Mr. Laylin left together, Mr. Laylin stated 
that they would wait to hear from Mr. White on Tuesday after he 
had presented his proposal to the Executive Committee. Mr. White 
stated that he informed Mr. Laylin rather sharply that there was no 
need for the Ambassador to withhold presenting the idea to his Gov- 
ernment since the Executive Committee had already decided to recom- 
mend to the bondholders a proposal for permanent settlement based 
upon the 414% interest rate. This would be 75% of the contractual 

service and in line with settlements made with Poland, the City of 
Warsaw, the Province of Cilicia, Uruguay and China. Of course the 
Council will present to the bondholders whatever proposal Colombia | 
may make but would not recommend the proposition first advanced by
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o a the Government nor any proposition that did not provide for an ulti- 

ss mateinterestrateof4th%. 
Mr. White concluded by stating that he felt the Council was going» 

ne a long ways to meet the Colombian Government and that if the De- _ 
partment could do anything to secure a favorable attitude by the Co- _ 

| -. lombian Government to the Council’s last proposal, the time had come. 

 g01.51/2842 : Telegram — OO a a | / | 

The Acting Secretary of State to the Ambassador in Colombia 
- o Oo (Braden) | | 

| ee ss Wasneron, August 14, 1989—8 p. m. 
i - ‘#7. Your no. 47, July 11, 5 p.m. The Department has taken up 
a with the Secretary of the Treasury * the inquiry of the Minister of _ 

| Finance * regarding the possibility of a gold bullion loan and of ob- 
_ taining dollar availabilities against gold collateral, and has received 

- . thefollowingreplys 
_ “f take it from your letter, although I am not quite clear about the 

matter, that.the Colombian inquiry relates to two distinct problems: 
(1) the possibility of a gold bullion loan, and (2) the possibility of 

, obtaining dollar availabilities against gold collateral. In the absence _ 
| of specific congressional authorization such as envisaged in the case of 
a _ Brazil in the Aranha agreement of March 9, 1939,* the Treasury 

_ probably would not be in a position to make a gold bullion loan. 
| Whether or not the Federal Reserve Bank of New York or other agen- | 

cies would be in a Position to make such a loan would require further _ 
investigation, which I have not initiated pending clarification of the 
Colombian request and of the general nature of the cooperative pro- 
gram. As regards the possibility of dollar availabilities against gold, 
the Treasury would be in a position to render effective assistance along 
these lines through Stabilization Fund operations and would be pre- 
pared to render such assistance provided other aspects of the general 
settlement between the United States and Colombia appeared satisfac- 
tory.” 

| WELLES 

821.51/2375: Telegram 

The Ambassador in Colombia (Braden) to the Secretary of State 

Bocora, September 2, 1939—2 p. m. 
[Received 8: 33 p. m.] 

%1. Minister for Foreign Affairs ** this morning gave me copy of 
President Santos’ message ** to President Roosevelt and other Amer- 

ican Chief Executives. 

* Henry Morgenthau, Jr. 
* Carlos Lleras Restrepo. 
* See letters of March 8 and 9, exchanged between the Brazilian Minister for 

Foreign Affairs (Aranha) and the Secretary of State, pp. 352-356. 

7 * Luis Lopez de Mesa. 
* This message, dated September 1, reiterated Colombia’s resolution to proceed 

in close agreement with the Governments of America in the matter of solidarity ; 
Department of State Bulletin, September 9, 1939, p. 235.
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He then stated that while Colombia’s economic and fiscal position 
was excellent, outbreak of hostilities in Europe necessarily would have 
some adverse effect, therefore Government would economize and | 
reduce public works and all other expenditures which were not abso- 
lutely essential. Both Bank of the Republic and private banks are 
in strong position to carry through unless public became hysterical 
and for example presented government mortgage bank cedulas for 
payment. The Minister was satisfied even such contingencies will be 
avoided if a credit of say $50,000,000 were available from us since its 
mere existence would so fortify public confidence as to make it unnec- | 
essary to draw thereon. He suggested possible restriction limiting 
withdrawals to $5,000,000 in first 6 months and $10,000,000 in first 
year. By such an arrangement the Minister considered government 
fiscal position would be protected and it would not be forced at any | 
time to default on payments such as salaries to army or public 
employees; the country’s financial and banking structure would be - 
supported and in case certain products such as drugs or chemicals were 
unobtainable from abroad small national industries insuring supply — 
thereof could be initiated. As the Department is aware I consider 
this latter idea largely uneconomic and hope they may later be dis- 
suaded therefrom. | . ee oe | 

I described to the Minister my conversation (as reported to the 
Department *”) on this subject with the President and Minister of , 
Finance and which I initiated last February on instructions from | 
President Roosevelt who I said had in mind possibility of just such © | 
a crisis as the present. I said I had left with President Santos August 
17 and Minister of Finance August 21 memorandum quoting letter _ 
from Secretary of the Treasury (in accordance with Department’s 
telegram #77). It therefore now devolved upon Colombian Govern- 
ment to define its request in order for the question to be further investi- 
gated. This I suggested could be done through the Ambassador in 
Washington although of course I would always be happy to lend them 
every assistance. The Minister considered the matter so pressing 
that he would prefer to proceed through both Embassies. I observed 

_ there was one factor, which, perhaps, would not arise; but in all 
fairness I felt obliged to mention, viz, because of the default on 
Colombian securities widely distributed among 40,000 to 50,000 bond- 
holders in the United States, my Government faced a measure of 
political embarrassment in giving financial assistance of the kind con- 
templated, nevertheless I sincerely hoped the two problems would not 
be linked. The Minister said he understood my viewpoint, deeply 
appreciated the steps we had already taken and indicated that the | 
matter will be promptly pursued with us. , 

* Despatch No. 22, March 8, not printed. OT
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I deemed it expedient thus to mention foreign debt since with sup- 

port of Federal Reserve credit and/or through Stabilization Fund 

operations Colombian Government might be enabled to overcome 

political opposition here to settlement and be willing to begin pay- 

| ments on higher interest rate than June offer * and White, by reason 

of world conditions, might now accept such terms. In any event it _ | 

can do no harm for Colombian Government again to be informed of 

political considerations which confront us in this particular. | 

7 | BRADEN 

: 821.51/2382% | a 7 | 

| Memorandum of Conversation, by the Chief of the Division of the | 

| 7 American Republics (Duggan) 

—_ [Wasuineron,| September 19, 1939. 

, I informed the Ambassador * that Mr. Welles had requested me to 

take up a matter with him which Mr. Welles had intended doing him- 

| self, but his departure for the Panama conference *’ made it impossible _ 

for him to do so, since the matter was one which could not be discussed 

hurriedly. — | oe 

I then told the Ambassador of the very great importance attached by 

this Government to a settlement of the debt default with Colombia. 

The long delay in arriving at a settlement was retarding closer rela- 

tionships, both governmental and private. In view of the very cordial 

- relationships that existed between the two Governments, it seemed 

a pity that any obstacle to the fullest possible cooperation should be 

_ permitted to continue. For this reasori the Department had high hopes 

that the discussions between the Ambassador and the Foreign Bond- 

holders Protective Council would result in a settlement. The impasse 

which apparently had been reached in the negotiations was most dis- 

heartening, particularly because at the present juncture of world 

affairs cooperation between Colombia and the United States seemed 

all the more important. 

I informed the Ambassador that the Department in its desire to be 

helpful was prepared to play a more active role than usual in negoti- 

ations between foreign governments and American bondholders. I 

then recalled that several weeks ago Mr. Laylin had come in for an 

informal conversation in which he had intimated that if it were pos- 

sible to ascertain in advance the Council’s favorable view towards a 

settlement with a 3% starting interest rate and a final rate of 4%, the 

Ambassador would probably be prepared to submit it to his Govern- 

| ment with a strong recommendation that it be accepted. At the time 

% See telegram No. 56, July 1, 3 p. m., to the Ambassador in Colombia, p. 481. 

»i_e., the Colombian Ambassador. 

See pp. 15 ff.
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that Mr. Laylin had made this approach, the Department had hoped / 
that through discussion the two parties would themselves find a com- 
mon meeting ground. In view of the unlikelihood of this now occur- 
ring, the Department had given renewed thought to the situation and 
now wished to lay the following suggestion before the Ambassador for — 
his consideration. — | | | 

In order to conciliate the two points of view a solution might be 
arrived at on the terms of a starting interest rate of 3% and a final 
rate of 444%. In addition, there would be certain amounts for dis- 
posing of the arrears and for amortization. A settlement on this basis 

_ seemed fair and equitable to both parties. In order to secure its 
_ acceptance the Department was prepared to support it before the 

Council with all the influence at its command upon the knowledge that | 
it was accepted by the Colombian Government. I said that the 
Department naturally could not give any assurances that the Council 

_ would accept the proposal, but that I could say that the United States 
Government would lose no opportunity to persuade each and every 
member of the Executive Committee of the Council of its belief that — 

__ the offer was fair and reasonable and equitable, all things considered. __ : 
I added that if this suggested procedure met favorably with the 

_ Ambassador, I would be interested in having his ideas with regard to | | 
the best manner of submitting it to the Colombian Government for 
its consideration. oo | , _ 

‘The Ambassador then made a rather lengthy statement covering 
the history of the negotiations. By implication he admitted that the | 
offer made by the Colombian Government might have been more gen- 
erous, but discoursed upon the political realities in Colombia. The 
Conservatives are against any settlement that would be considered 
equitable in this country and the Liberals in Congress are desirous 
of a settlement at as low rates as possible because of the bearing of 
the settlement of the default of the national debt upon future settle- | 

_ nents of the departmental and municipal debts. He said that it was 
his firm belief that every year that went past without a settlement, | 
made a settlement favorable to the bondholders just that much more | 
difficult. For that reason a modest arrangement with a low interest 
rate in the early years was better than no arrangement. 
With regard to the particular proposal advanced, he said that, while 

he was prepared to recommend strongly a 3-4% settlement several 
weeks ago, provided there were adequate indications that the offer 
would be acceptable to the Council, the outbreak of war introduced 
so many unpredictable factors that he was not at all sure that his 
Government would not consider such an offer today an “impertinence”. 
In any case, he stated emphatically that in his opinion 4% was as high , 
as Colombia should go in view of present money rates, and that under
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no circumstances would he submit to his Government the proposal of 

 anultimateinterestrateof444%. 

, | In the ensuing discussion the Ambassador said he thought that it 

~ ghould be made very clear that his Government to date had not budged 

a one iota from its estimate as to the total amount of service on the _ 

external debt that Colombia should make available. Within the total 

amount, he knew that the Government was prepared to negotiate — 

regarding distribution as to interest, amortization, and the arrears. 

- I told the Ambassador that it would be too bad to see the present _ 

opportunity for a settlement pass without further efforts to come to 

| a solution. While the war might result in a falling off of Colombian _ 

exports for a few months, a protracted war might mean the opening | 

| up of markets to an even greater extent for other products. It was _ 

possible that Colombia might find difficulty in disposing of all of its 

| coffee, but it might find new markets for its petroleum, the supply of 

| which would be greatly augmented in the very near future when oil _ 

started flowing through the pipeline from the Barco concession to the — 

coast. I inquired whether the Ambassador would have any objec- 

tion to my drawing up possible schedules of debt payment, which we 

| might then talk over. The Ambassador replied he would be glad to _ 

have me do so, provided that the final interest rate was 4%. — | 

| It was agreed that schedules should be drawn up and that another 

| conversation would be held in the very near future. 

As he left, the Ambassador suggested that it might be useful for 
Mr. Welles to have a full talk with Sefior Jaramillo, a member of the 

Colombian Delegation to the Panama meeting, regarding Colombia’s 
economic and financial problems. He reminded me that Sefior Jara- 
millo not only was a member of the Debt Commission, but was a 
person whose views on finance are very highly regarded by members 
of both political parties in Colombia. He thought that a general 
discussion inevitably would get around to the debt problem during 
which Mr. Welles could find an opportunity of emphasizing the - 
importance to Colombia of an early settlement of the debt default. 

821.51/2383.: Telegram 

The Under Secretary of State (Welles) to the Secretary of State 

Panama, September 26, 1939—3 p. m. 
| [Received 10:05 p. m.] 

16. The Colombian Foreign Minister and Esteban Jaramillo * 
have put before us with evident seriousness their anxieties lest the 
present European war disturb their whole exchange situation and 
peril their present reserves and force them to restrict imports needed 

“ Wormer Minister of Finance, member of the Colombian delegation at Panama.
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for various national developments. The fear centered particularly = 
around the prospect of reduced coffee sales and depressed coffee | a 
prices. They have asked us whether in connection with our general Oo 
declaration ” we will be prepared to grant them financial assistance. | An explanation has been given to them of the various types of opera- _ a 
tions which might be considered by our Government and they have _ 
now presented a memorandum requesting financial assistance in the | form of a credit. from the Banco de la Republica for reserve purposes a and to enable it to continue necessary imports and to maintain the 

_ stability of Colombian money for economic purposes and for the - acquisition of naval vessels. ( Regarding this matter of financing it | 
will immediately be explained to the Colombian Government that it | _ cannot be considered). The Government suggests that the amounts | 
to be determined after careful study of the most urgent needs and | the conditions which should be established for the service of the exist- | Ing debt and of the form and terms of the money to be loaned. 

It stated that it would be disposed to organize a new banking insti- | 
tution to receive loaned monies and control its expenditure with such 
technical help as the United States may believe necessary. It sug- 
gests that as a first step the Government of Colombia would be will- | : ing to invite us to send a representative to Bogota to study the whole oe _ question. Copies of the memorandum submitted will be sent you at 
once by air mail. The scope of the proposals are obvious and itis | to be foreseen we believe that any actual arrangement would have 
to be based on an exchange of letters and commitments similar to that 
negotiated with Aranha. It would help us greatly if we could say 
either that we would accept the invitation of the Colombian Govern- 
ment to send a representative to Bogota or to say that we had been 
authorized by you to extend an invitation to the Government of Co- | lombia to send a special representative to Washington. Would you 
please consult Jones,** Pierson“ and the Treasury and cable us as 
promptly as possible. It has already been explained to the Colom- 
bian Government that any undertakings taken by any branch of the 
American Government must be at the present time conditional upon 
the possession of necessary funds. : | 

The Peruvian Foreign Minister has presented a memorandum “ 
in the same sense though less extensive. This memorandum em- 
phasizes the loss of markets for cotton, sugar, and other products 

“See address of the Under Secretary of State on September 25, 1939, at Panama, Report of the Delegate of the United States of America to the Meet- ing of the Foreign Ministers of the American Republics Held at Panamé Sep- tember 28—October 8, 19389 (Washington, 1940), pp. 33-39. “Jesse H. Jones, Chairman of the Board of Directors, Reconstruction Fi- nance Corporation. 
“Warren L. Pierson, president of the Export-Import Bank of Washington. “ Post, p. 779.
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| and the necessity of financial assistance to avoid further depreciation 

a of the sol and further curtailment of imports from the United States. 

- It asks Export-Import Bank credit to the Reserve Bank of Peru for _ 

ss the payment of American exports to Peru. It offers to deposit 

a equivalent sums in sols to be liquidated. on bases to be determined: 

| In our judgment the problems facing Peru will be genuinely serious 

| perhaps as serious as those faced by any of the American Republics. 

-- -We would like authorization also to inform the Peruvian: Foreign 

oe Minister that he is invited to send a representative to Washington to | 

| discuss the situation with the Export-ImportBank. 
/ 

| 821.51/2889 OO - Bn oe 

— The Under Secretary of State (Welles) to the Secretary of State 

| . | : -- Ancon, Canat Zone, September 26, 1939. 

| My Dsar Mr. Secretary: Reference is made to the cable I just 

| sent the Department (No. [16]) regarding the requests made by the 

Governments of Colombia and Peru forfinancial assistance. = 

7 These were presented. to me. before my general address ** to the 

Conference, which included a statement of what type of financial. 

assistance the American Government: was prepared to .consider, in 

which address I included the statement agreed upon in the conversa- 

tion that. took place before I left Washington with the Secretary of 

| the Treasury and Mr. Jesse Jones. I feel that we would be distinctly 

well advised to respond as promptly and as effectively as we can to 

both requests by showing a willingness to enter into immediate dis- 

cussion as to the possible financial assistance. Since in both instances 

careful study will no doubt be required and rather extensive discus- 

sions and negotiations will have to be undertaken to determine what 

assistance may be practicable and available, I requested in my cable 

authorization to extend invitations to both Governments to send 

representatives to Washington—or in the case of the Colombian re- 

quest, alternatively the acceptance by us of their suggestions that we 

send a special representative to Bogoté. I hope to receive a reply in 

sufficient time to enable me to discuss the matter further with the 

Colombian and Peruvian Delegations while still in Panama. 

IT am enclosing for the information of the Department the copy 

of a memorandum of conversation between Dr. Feis and Mr. Jara- 

millo which was arranged by the Colombian Foreign Minister and 

myself. Subsequent to this conversation, Mr. Jaramillo submitted 

the prepared memorandum which is the basis for my cable. I am 

enclosing the original of this memorandum.” | 

6 September 25, 1939, Report of the Delegate of the United States of America 

to See einted of the Foreign Ministers of the American Republics, pp. 33-39.
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I enclose also the original of the memorandum received from the _ | 
Peruvian Government “* which was the basis of my cabled request with | 
regard to that country. | | 

Sincerely yours, WELLES 

| [Enclosure] a 

_ Memorandum of Conversation, by the Adviser on International 
| Economic Affairs (Feis) | 

Ancon, Cana Zonz, September 24, 1939. | 
Mr. Wetixs: I had a systematic and straightforward conversa- 

tion with Mr. Jaramillo. _ | 7 | 
He stated, in substance, that the Colombia Reserve and Exchange > 

situation had been satisfactory up to the recent present, but that now | 
his Government entertained fears lest the loss of markets and possi-_ 
bly fall in prices, especially coffee prices would bring them em- 
barrassment by diminishing their gold and exchange reserve, by 
compelling them to restrict imports in a way which would force 
the Government to curtail its work of economic development and | 
public improvement. | co! Co | 

_ He, therefore, wanted to know whether it might be possible with 
_ the American Government to make them a loan, as he put it, for the 
protection of their reserves. _ | | 

I explained that there were three possible ways in which the matter 
. might be presented :— | | 

a) If the Colombian Government were willing to put up gold as — 
collateral, the Treasury or the Federal Reserve could make the loan. 

6) If they wanted a direct gold loan, it might be considered in the 
same form as was worked out in the exchange of letters with Brazil 4°— 
but this would require the authorization of Congress. | | 
_ ¢@) If it was desired to make payments of imports from the United 
States, some arrangement might be worked out with the Import- 
Export Bank. | 7 
We discussed each of the three methods of procedure in some de- 

tail. He said that after having had the chance to think it over and 
to discuss it with his colleagues, he would givemea memorandum more _ 
clearly indicative of their desires. 

I explained that if a loan through the Export-Import Bank was 
desired, it would probably prove advisable for the Colombian Govern- 
ment to send a representative to Washington to discuss the matter 
with the Bank and Mr. Jones—after we had cleared the way for the 
discussions. I explained further the present financial position of the 

* Post, p. 779. 
“ March 8 and 9, 1939, pp. 352-356. 

293800—57-_38
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Bank, stating that all transactions now being entered into by the 

| : Bank were being entered into subject to an understanding that they | 

would only become valid when and as the Bank might have the neces- 

sary funds. | : a Sree 

| We then had a general conversation about the nature and effects of 

- foreign borrowing and lending, especially when Governments directly — 

| entered into the transaction. He said he was aware that while the 

: ‘moment the money was obtained everything was cheerful but when 

the payment date came along the mood changed ; he compared it with 

the mien of a person entering and leaving a gambling casino. Isaid — 

that it was the reflection on this subject even more than the matter 

| of a financial risk that preoccupied official authorities in the United 

| States and made us cautious in the undertaking of loan transactions. 

‘I made direct reference to the still existing default of the Colombian 

Government Dollar Debt. He said that the Colombian Government 

was on the point of doing something effective, when the war crisis — 

arose, but now it felt that it had to postpone a decision. He seemed 

to think, however, that there was a chance that in connection with any 

| Joan arrangement worked out something might be done on the present 

debt; This was left vague. _ Be 

) We agreed that after he had presented his memorandum, discussion 

would be resumed. = | ae 

_ - me - - Arperr Fes 

: §21.51/2388:Telegram oe Oe 

. The Secretary of State to the Under Secretary of State (Welles) 

WasHINGTON, September 29, 1939-—7 p. m. 

31. Your 16, September 26,3 p.m. The Department has again dis-— 

: cussed with the Treasury and Messrs. Jones and Pierson the broad 

problem of economic and financial cooperation with the other Ameri- 

can republics, with special reference to your suggestion that you be 

authorized to extend invitations to the Governments of Colombia and _ 

| Peru to send special representatives to Washington to discuss their 

situations with this Government. Our conversations indicate general 

| agreement on a number of phases of the problem : 

1. That it will be possible to proceed with Export-Import Bank and 

Stabilization Fund operations within the limitations discussed by you 

| with the Treasury and Mr. Jones. Prior to your departure Mr. Jones 

indicated that additional Export-Import Bank operations might be 

undertaken to the extent of 15 to 20 or even possibly 30 million dollars, 

while the Secretary of the Treasury indicated that he was prepared to 

use the Stabilization Fund in operations secured by gold deposited



COLOMBIA _ . $609 

_ in this country. Since that time the Export-Import Bank has agreed 
_ to commitments with Brazil, Chile, and Panama amounting to 11 

 mnillion dollars. Within these limitations, however, it will be possible _ 
to go ahead with certain of the most urgent requests for assistance. 

With specific regard to Colombia, it is the Department’s impression 
that the amounts of assistance in the form of a line of credit for the 
Banco de la Republica. would probably be considerably greater than __ 
present availabilities would make possible. The Treasury has already 
indicated to the Colombian Government. that it is prepared to make 
available dollars against. gold collateral (Colombia has $20,000,000 

_ of gold). Beyond this it might be possible’to consider favorably 
‘modest Export-Import Bank transactions. It is not immediately 

_ obvious how much the assistance requested by Peru might: involve, | : 
but it would seem possible that assistance to tide over the emergency = 
might be effected within the limits of Export-Import Bank powers 
mentioned above. , Ot a . | | 
__ 2. That as soon as you return it will be essential and desirable for 
this Department, the Treasury and the Federal Loan Agency to col- 
laborate in the preparation of a broad program for economic and | 

_ financial cooperation with the other American republics. to be pre- : 
sented to the Congress for its approval. Such a program would — 
probably involve increased lending powers for the Export-Import 

_ Bank, specific congressional authorization for the type of Stabilization oe 
Fund Transactions, other than against gold which we have discussed, 
‘and possibly authorization to make long term loans of gold in con- | 
ne¢tion with reorganizations of their monetary systems. It is gen- | | 
erally hoped and believed that with the full presentation of all aspects | 
of the situation widespread approval of such a program would. be 
forthcoming, = | | SO | _ 

The Treasury also suggests that the Under Secretary of the Treasury 
should fully discuss the situation and such a program with you as well | 
as other officials of the three agencies prior to his going to the Guate- 
malanconferencein November.  «°— ~ a 

8. That it would be unwise from the immediate internal political 
_ point of view, as well as in relation to the broad program mentioned in. : 

(2) above, to have during the near future visits here of special repre- | 
sentatives with inevitable attendant publicity. For this reason it is . 
not believed desirable at the present time to invite the Governments — 
of Colombia and Peru to send special representatives or missions to 
Washington to carry on economic discussionswithus. 8 —™ 

4. That due consideration be given to debt default situations and 
other problems outstanding between this country and individual other | American republics. The emergency situation arising out of the war
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| naturally calls for reexamination of the previous attitude assumed 

oe by this Department and other Government agencies. The Department 

| believes that where a country is in a position to conclude a reasonable 

| | and equitable debt settlement, or at least to enter into a reasonable 

: transitional arrangement, this Government would not be justified in 

extending credits unless this operation was preceded by or accom- 

panied by a satisfactory debt arrangement. (The Treasury feels 

| strongly that the negotiations for such an arrangement should not be 

SO linked closely to the credit discussions, nor the credits possibly con- _ 

sidered as an inducement for the debt arrangement.) In those cases 

where a country is utterly unable to make any payment that would 

be considered by the bondholders as reasonable even transitionally, the 

. Department would be prepared to recommend to other agencies the 

| extension of credit facilities to tide over the emergency and possibly 

| pave the way for a future settlement of the debt situation. Sas 

It is noted that the Colombian Delegation has indicated that the 

Colombian Government would be prepared to make some sort of 

service of the existing debt. For your information the Colombian 

: Ambassador on September 26 inquired under instructions whether 

7 - 4t was correct that the Export-Import Bank had opened a credit of _ 

| five million dollars to Chile and had participated in the financing of 

an the sale of ships to Brazil. The Colombian Government desired to 

| _ know whether it was still on the “blacklist” because of inability to 

| - come to an agreement with the Council. The correctness of his Gov- 

- ernment’s information with regard to the Chilean and Brazilian trans- 

actions was confirmed. The Ambassador then asked whether :this 

Government would be prepared to receive proposalsregarding Export- _ 

Import Bank assistance. The Ambassador was informed that the 

| -. Department was now in the process of reexamining its policy, and 

that while no definite statements could be made the possibility of 

Export-Import Bank credits for Colombia was no longer out of the 

question. | 

With regard to Peru, you will recall that last June the Peruvian 

: Government was informed that this Government would be happy to 

welcome a mission to discuss further economic cooperation between 

the two countries.*° At the time it was suggested that full preliminary 

: exploration of the possibilities for cooperation be carried out and that 

: Peru submit as soon as possible the projects which it believed desirable 

and feasible. Since that time the Peruvian Government has given no 

evidence of any desire to-go forward with this matter. 

Among the matters taken up at that time with the Peruvian Govern- 

ment was the debt situation, and the Embassy repeated the statement 

made by the Under Secretary to the Peruvian Ambassador that “in 

view of our knowledge of the very favorable economic and financial 

© See telegram No. 89, June 13, 1 p. m., to the Chargé in Peru, p. 776, |
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situation of the Peruvian Government, in which we all rejoice, it 
was very difficult to understand why no real effort had been made by 
the Government to reach an agreement for the adj ustment of the 
legitimate obligations to the bondholders”, ~ | 

It is suggested that you discuss the situation quite frankly with the 
_ Colombian and Peruvian Delegations, pointing out why it would be | 

undesirable at this time to arouse any widespread publicity such as : 
_- would follow upon an invitation for special representatives to come 

to Washington. You may indicate that within the limitations of | 
present powers, this Government would be pleased to consider imme- . 
diate assistance to tide over emergency situations, and that such as- 
sistance might be followed by broader cooperative arrangements early 
next year if wider powers are authorized by the Congress. It is sug- 

_ gested that you indicate that this Government will be pleased to take | 
up the immediate matters with regular diplomatic representatives 
in Washington, and that we should welcome all possible information | 

_ regarding the existing situation in each country and plans for requests 
for the future. Mr. Jones has indicated that if it will assist you in | 

_ your discussions at Panama, he is prepared to send representatives a 
of this Government to Colombia and to Peru, and you are authorized | | 
to state that this Government will do so if you feel that such a course | | 
is desirable. Although it is not felt that such visits by American | 
representatives are really necessary, and there is some danger that 
such visits might lead to expectations which might later not be realiz- 7 . 

_ able, such a course might enable this Government to postpone final : 
decisions until broader powers to act in the situation have been | 

_ obtained. | | | | 
o | | | Hoi. 

821.51/23884 : Telegram 
| a 

Lhe Under Secretary of State (Welles) to the Secretary of State 

| Panama, October 1, 1939—10 p. m. 
| [Received October 2—2: 30a. m.] 

34, Department’s 31. Thank you for the careful consideration 
given to the Colombian and Peruvian requests for financial assistance. : 
I am completely in accord with your general analysis. We have _ 
explained the situation fully to the Colombian Foreign Minister and 
to Dr. Esteban Jaramillo in main substance telling them that except 
for possible advance against gold the only immediate assistance that 
could be given pending additional authorization by Congress would 
be modest Export-Import Bank financing. We have told them we were 
authorized to convey the willingness of the Government immediately | 
to enter into discussion of the purpose, terms, form et cetera of such 
an advance and would be willing to undertake these discussions either 
with their representative in Washington or through a special rep-
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resentative that we might send to Bogoté.. The delegation said that — 

they would consult their Government as to whether to proceed in 

Washington or in Bogot4 and inform us. es : : a 

| We raised the question of the present default in Colombian dollar 

: bonds following in our exposition the general policy summarized in 

| our 31. Feis explained that we could not give definitive [definite?] 

| expression to position that would be.taken in the matter but he said | 

that his best personal guess was that the government would be willing © 

to work out a modest emergency financing through the Export-Import 

-- Bank without asking as a condition the execution of a debt settlement 

but that it would probably ask for a definite reaffirmation by the 

| Colombian Government of its intention of seeking and executing a 

reasonable settlement. He said further, again making clear that it 

| was merely his best personal judgment, that when and. as subsequent — 

| to grant of new authorization by Congress the discussions enlarge 

themselves, this Government would feel that a settlement of the pri- 

vate debt question was most important. He based these opinions on 

| the feeling of the bondholders and the sentiment in Congress. 

- Oo a a _ -- - Wries 

821.51 /2885a : Telegram = = oe 

The Secretary of State to the Under Secretary of State (Welles), on 

Board the 8.8. “Santa Elena” BO 

| es Wassrneron, October 4, 1939—8 p. m. 

46. From Duggan. It is my impression from a further conversa- 

| tion with the Colombian Ambassador today that he can be persuaded 

to submit for the consideration of his Government the Laylin formula 

| for a debt settlement provided he can inform his Government that the 

| Department will support it vigorously before the Council. In view of © 

, the probable initiation of discussions with the Colombian Government 

| for short term financial assistance, it would seem desirable to advance 

the debt discussions as rapidly as possible. Is it agreeable to you to 

inform the Ambassador that if his Government submits the Laylin for- 

| mula to the Council the Department will do everything it appropriately 

can to secure its acceptance. [Duggan.] _ a 

Oo | : CorpELt Hu. 

821,51/2386: Telegram | a | 

| The Under Secretary of State (Welles) to the Secretary of State 

S.S.“Sanra Exena” (Panama), October 5, 1939-— 9 p. m. 

[Received October 6—3: 46 a. m.] 

45. I would recommend that you inform the Colombian Ambassador 

that if his Government submits to the Council a debt settlement pro-
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posal in the general range which I understand Laylin has been. pro- 
posing the Department will do everything it appropriately can to se- 
cure its acceptance. , . 7 a | 

Our understanding is that this formula would contemplate the re- | 
sumption of payment on a 3% scale which would gradually rise to 4%. __ 
It might be well to reserve flexibility as to the secondary details. | 

} —_ | WELLES . 

821.51/2891 _ | 

Memorandum of Conversation, by the Chief of the Division of the 
American Republics (Duggan) , | 

ee oe -[Wasurneron,] October 6, 1939. 
The Colombian Ambassador called at my request. I told him that 

after full consideration in the Department and.consultation with Mr. | 
Welles, I was ina position to inform him that if his Government pre- 
sents to the Council the Laylin formula for a debt settlement the De- 
partment will do everything that it appropriately can. to secure its 
acceptance by the Council. I took pains to make it clear to the Ambas- 
sador that this was a most unusual step for the Department to take | 
but that it was willing to do so in order to contribute to a solution of 
the debt problem. a ee , 

The Ambassador expressed his appreciation for the extent to | 
which the Department was prepared to go to assist in this matter. 

_ .He reminded me that it was last midsummer that he had expressed. 
his willingness to support before his Government the Laylin formula 
and that since that time there had been momentous changes in the 

_ world. He inquired whether the Department would prefer that he | 
convey to the Colombian Government at once the Department’s dis- —_ 
position to be helpful in the form proposed without his endorsement 
of the Laylin formula, or await the outcome of his studies to appraise | 
the effect of the war upon Colombian economy for the purpose of os 
determining whether Colombia should now proceed on the basis of 
the Laylin formula. In explanation, the Ambassador stated that he 
had requested certain data from Colombia which were expected 
shortly. He hoped, therefore, to have come to a decision before long 
as to the desirability of making the Laylin offer at this time. 

I informed the Minister that the Department’s willingness to sup- — 
port the Laylin formula before the Council had grown out of the sug- 
gestion that the Ambassador present the formula to his Government 
and support it before his Government, informing it meanwhile that 
the Department was willing to use its good offices with the Council. I | 
said that that still seemed: to me to be the way to proceed, and that I 
very much hoped that his studies would convince him that Colombia
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can go ahead and propose the Laylin formula. I pointed out that it 

| would not involve an outlay of funds any greater than that proposed _ 

by the Minister of Finance in his proposition. == , 
: It was left that the Ambassador would let me know, and he hoped — 

_ within a-few days, of the outcome of his reappraisal of the situation. 

| | Laurence Dueean 

a §21.51/2389 : Telegram a | 

The Secretary of State to the Ambassador in Colombia (Braden) 

| | | ~Wasurneron, October 19, 1939—5 p. m. 

102. Please inform Colombian Government that pursuant to the 
- conversations which the American Delegation had with the Colom- | 

bian Delegation at Panama, we have discussed with the other inter- 
ested branches of this Government the Colombian proposals for 
possible financial assistance. On the basis of these discussions we are 
prepared to examine this whole matter with sympathetic disposi- 

tion and care with a view to determining what assistance may be 
| feasible and advisable, and what form and by what methods. It 

is our view that this process of examination would be more satis- 
_ factory if the Colombian Government would send a representative 

| to Washington to enter into discussions with us here. This repre- 

sentative should have as complete a knowledge as possible of the 
| Colombian Government’s desires and ideas and be authorized to 

discuss them fully. Please see that it is understood completely that 

these discussions would be entered into with absolutely no commit- _ 

ment; and for this reason it is our opinion that the least possible 
publicity is desirable. | - 

| From Welles to the Ambassador: In view of Jaramillo’s familiar- 

ity with the discussions up to the present, and his general experience 
and qualities, his selection by the Colombian Government would 
help to bring about satisfactory arrangement. Furthermore if he were 

selected, it might well be that the Colombian Government would also 

appoint him as its member at the November 15 meeting of the new 

Financial and Economic Advisory Committee * at which occasion 

I am sure his presence would be very valuable. 

| If the Colombian Government is willing to send a representative 

here, it is suggested that the first week in November would be the 
most convenient time for him to arrive giving us time to do the 
necessary preparatory work to clarify our own judgments. ~ 

| Hob 

For correspondence concerning the establishment of the Committee, see 

pp. 45 ff.
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821.51/2395 : Telegram 

| Lhe Ambassador in Colombia (Braden) to the Secretary of State 

Bogor, October 24, 1939—1 p. m. 
. [ Received 2:25 p. m.] 

105. For the Under Secretary. Department’s No. 102, October 19, 
_ 5 p.m. On October 9 and 12 I recommended Jaramillo’s appoint- 
ment to the Minister of Foreign Affairs who was unable to induce his 
acceptance. Therefore, I transmitted your timely message to Presi- 
dent Santos on October 21 and asa result Jaramillo now agrees to go 
to Washington. I will telegraph as soon as his departure date is 
decided. OO | 

| BraDEN 

821.51/2400 | a | 7 
Lhe Ambassador in Colombia (Braden) to the Secretary of State 

No. 881 | Boeord, November 2, 1939. 
| | [Received November 9.] 
‘Sir: I have the honor to report that Dr. Esteban Jaramillo has been 

appointed Colombian representative on the Financial and Economic 
Advisory Committee scheduled to convene in Washington on the 
fifteenth instant. Also, he has been appointed Economic adviser to 
the Colombian Embassy in Washington. <A biographical sketch of 
Dr. Jaramillo was given in my Despatch No. 309. Dr. Jaramillo | 

_ should reach New York by the Grace liner Santa Lucia on or about | 
_ November 13, and I request that appropriate facilities and courtesies 

be given him on his arrival. _ | | | 
Enclosed is a résumé of conversation I had with Dr. Jaramillo yes- 

terday. It will be observed therefrom that, with the approval of 
_ President Santos, promptly after his arrival in Washington, he will 

endeavor to reach a settlement of Colombia’s foreign debt in the 
United States on the basis that interest payments shall be resumed at. | 
3 per cent and thereafter increased by stages to 4 per cent. He will 
then wish to obtain financing from the Export-Import Bank or other 
sources in the amount of $10,500,000. Subsequently additional 
financial assistance will be required up to $25,000,000. 

T emphasized to Dr. Jaramillo the benefits Colombia might possibly 
gain by reason of a rapid debt settlement. Likewise I expressed my 
optimism that, if a debt settlement is promptly concluded, he will find 
not only United States Government authorities but, perhaps, private 
bankers anxious, if possible, to assist Colombia financially. | 

September 18, not printed.
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oo It is generally felt here that so great is Dr. Jaramillo’s prestige in 

economic and financial matters any: agreement he makes will be 

| approved in Colombia. | | | oe 
_ Dr. Jaramillo also is apparently ready, as soon as the public debt 

| has been accommodated, to arrange a refunding of the National City- 

. | First. of Boston group loan. In this connection, it occurs to me that 

Mr, Frank Smith, National. City Bank’s General Supervisor for | 

‘Colombia, by reason of his knowledge of Colombian conditions, might 

| be useful as a consultant, from time to time, during these conversa- 

tions. Ifthe Department desired his presence, I am sure his principals 

would arrange for him to go to Washington. _ a ony | 

: Since the announcement of Dr. Jaramillo’s appointment, there 

have been several commendatory editorials and other comment in 

the local press, most of which accept as a fait accompli a forthcoming _ 

debt settlement and the extension of further loans to Colombia. 

An interview in Washington with former Ambassador Lépez and 

his brother, the ex-president, was prominently displayed in all the 

Bogota newspapers. These articles feature the Ambassador’s censure 

of the Foreign Bondholders Protective Council and express the hope 

that organization will be eliminated from future negotiations, which. 

instead will be advanced by United States Government authorities 
: (sic). A typical article from La Razén of October 21 [31], 1989, is 

| enclosed.= = — re 
| Mr. Smith of the National City Bank confidentially informed Mr __ 

Wright of this Embassy that Dr. Jaramillo was annoyed by the stories 
| of the Schroeder Banking Corporation speculating in Colombian 

- bonds. Dr. Jaramillo is reported to have added that neither Schroeder _ 
| nor anyone else could intervene, for their own profit, in the forth- 

coming negotiations. Mr. Smith believed, therefore, that the afore- 
mentioned firm’ would be dropped as financial advisers to the 
Colombian Embassy. _ : | oO . 
Respectfully yours, _ a SPRUILLE BRaDEN 

) _ [Bnclosure] | . 

Memorandum of Conversation, by the Ambassador in Colombia 
| 7 (Braden) 

| 7 [Bocord,] November 2, 1939. 

Yesterday, Dr. Jaramillo informed me he expected to reach Wash- 
ington on November 14. He will immediately inform Ambassador 

| Turbay on recent discussions within the Colombian Government, re- 
lating to the settlement of its foreign debt and other financial or eco- 
nomic matters. He is confident his attendance at the Financial and 

| 8 Not reprinted. | |
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Economic ‘Advisory Committee meetings will not hinder his initiat- a 
ing active discussions, looking to the settlement of the Colombian debt 

in the United States and in obtaining financial assistance from such 
units of our Government asthe Export-Import Bank, ss 

Dr. Jaramillo said he had talked at length with President Santos 
and other members of the administration and was glad to inform me 
Colombia would not stand on the offer made last May to the Council 
for Foreign Bondholders, Inc. but, pursuant to.informal discussions 
between Ambassador Lépez Pumarejo and the State Department, will 7 
make a proposal to holders of Colombian bonds to resume service on 

_ a 39% basis, thereafter, increasing the interest rate by stages up to 4%. : 

Although there will be suggested some minor changes from the plan 
discussed inthe State Department, Dr. Jaramillo had not yet been 

_ informed by the Minister of Finance what these changes would be — 
but, in any case, they will not amount to more than $3,000,000 over 
the whole period.of the liquidation of the loan.. I remarked that. I 
 understood.the Washington conversations had contemplated a maxi- 
 thum of 416%, but hefeltthelimitshouldbe4%. = wt - 
-. In his opinion there will be a long war in Europe,.coffee prices may 
decline.and Colombia, therefore, will have to face many economic = 
problems. -- Its immediate necessity is to reestablish confidence 
amongst its own and foreign capitalists, in fact there had already.been | 
some tendency by Colombian moneyed interests to withdraw from all | 
activities but they would again come into the market as soon as the — 
financial stability of the Government and the banks is assured. _ 
Dr. Jaramillo will seek an immediate loan, or at least a commit- 

ment, of $10,500,000, of which approximately $4,500,000 will be used a 
to re-equip the State railways with rolling stock and other materials | 
from the United States. One of the principal requirements is the fi- , 

-nancing’ of the Agricultural Mortgage Bank (see my Despatch No. : 
117.0f May 15, 19389). Other items are the purchase of two dredges for 
the Magdalena river at a cost of about $500,000. each and approxi- 
mately $1,500,000. for revenue cutters, in accordance with paragraph e. - 
of my October 23 Confidential Memorandum to the Under 
Secretary.™ . | | pe , a 
_ Subsequent needs of his Government will amount to an additional 
$25,000,000:, a large portion of which will be dedicated to essential 
road construction and public works; . | 

I told Dr. Jaramillo I was hopeful the Export-Import Bank, if 
Congress increased its loaning ‘power, would assist in financing pur- 
chases in the United States but the funds, required for the Agricul- — 
tural Mortgage Bank presented a more difficult problem. He replied: 
that in Panama Dr. Feis had indicated that, since an adequate financ- 

Not found in Department files. Sa a
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| ing of this Institution would enhance Colombian purchasing power, , 

thus indirectly aiding the buying of agricultural machinery and im- 

plements from the United States, something might be done in con- 

| nection therewith. Dr. Jaramillo asked for my advice. I said, speak- 

ing without full knowledge of present conditions in Washington, I, __ 

nevertheless, hoped something could be done, as for ‘instance, it oc- 

| - eurred to me if a gold stabilization loan were made to the Bank of 

| the Republic that Institution’s resources would ‘be so reinforced as, 

perhaps, to enableé it to make the loan to the Agricultural Mortgage 

| Bank. Another possibility, I said, was that Colombian credit‘ would — 

“gg improve with a settlement of the foreign debt that financing might 

be obtained from privatesources. | 

- J indicated to Dr. Jaramillo that, as soon as a debt settlement had 

been reached, it might be well also to refund the National City—First 

of Boston Group loan. Representatives of the National City Bank had 

implied ‘to ‘me that an interest rate, such as was eontemplated.on the 

ss public debt would be satisfactory to them, although they would re- 

quire. a rapid amortization in say eight to ten years but they added, if 

-. a refunding agreement were consummated, the Group would be dis- 

| posed to re-lend to Colombia considerably greater amounts than were 

involved in this transaction. Moreover, the National City Bank, ac- 

| cording to its General Supervisor for Colombia, Mr. Frank Smith, _ 

would then be ready to extend commercial credits in volume within 

Colombia. == ee eee 

Dr. Jaramillo, without reservation, accepted my recommendation 

that the most important thing of all was speedily to reach a debt settle- _ 

a ment, thereby, laying the credit foundation which would greatly facili- 

tate the obtaining of financial aid from both United States Govern- 

ment and private sources. a Be | 
| ‘I told Dr. Jaramillo I would send letters introducing to him a few 

leading New York bankers whom I thought, after conversations with 

him, might become interested in financing and investments in this 

country. Copies of these letters addressed to Mr. George W. Davison, 

Chairman‘of the Board of the Central Hanover Bank and Trust Com- 

pany; Mr. Henry C. Von Elm, Vice Chairman of the Board of the 

Manufacturers Trust Company; Mr. E. Roland Harriman of Brown 

Brothers Harriman & Company; and Mr. Herman G. Brock, Vice 

President of the Guaranty Trust Company, are attached hereto.” 

In conclusion, I assured Dr. Jaramillo he could count on sympathetic 
understanding and a wholehearted will to cooperate from the Under 
‘Secretary and others in the Department. : 

[A memorandum by the Chief of the Division of the American Re- 
publics, dated December 14, 1939, reports a conversation in which Mr. 

* None printed.
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John Laylin told of further discussions between representatives of the | 
Colombian Government and of the Foreign Bondholders Protec- 
tive Council, Inc. No agreement was reached in these discussions. 
(821.51/24142] a a
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ATTITUDE OF THE UNITED STATES TOWARD THE ACQUISITION OF 

-COCOS ISLAND FROM COSTA RICA’ | oO 

818.014C/108 : : Ss 

Memorandum of Conversation, by the Chief of the Division of the 
American Republics (Duggan) | 

a | | ) _ [Wasuineron,] April 5, 1939. 

| The Costa Rican Minister,? after a rather lengthy introduction, _ 

. finally got around to reference to the bill introduced by Congressman 

a Izac authorizing the President to purchase the Cocos Islands. After 

| | some sparring around, during which I stated that I was sure the Costa 

| | Rican Government understood that the bill was not an administration 

| measure, the Minister launched into a discourse about the change in 

world conditions. He made particular reference to the aggressive 

designs of Germany, Italy and Japan and to the good neighbor policy 

: of the United States which had, he thought, eliminated from every _ 

thinking person in the other American republics, the belief that the 

| United States any longer entertains imperialistic designs against the 

other American republics. ‘The Minister thought that changed times 

required a reappraisal of former policies and attitudes. He ven- 

| tured the question whether the status of the Cocos Islands, which cer- 

tainly today have a new strategic importance because of aviation, 

_ should not be reviewed. | 

Without indicating any interest, I asked the Minister what he had 
| in mind. , | 

| The Minister replied that sentiment in Costa Rica with regard to 

the Islands undoubtedly had undergone a very considerable change. 

At present the Government maintained no jurisdiction of any kind 

over the Islands and the public long ago had come to the realization 

that the Islands had little value because of their economic resources ; 

while he was not sure, he thought that the Costa Rican people today 
would approve of the disposal of the Islands to the United States. 
He intimated that he had discussed this possibility with the President 

upon his last visit to Costa Rica and that the President had not dis- 

couraged this thought. In later conversation the Minister threw out 

the idea that possibly for the sale or long-term lease of the Islands 

| the proceeds might be dedicated to the construction of the Inter- 

+ Continued from Foreign Relations, 1938, vol. v, pp. 467-471. 
? Ricardo Castro Beeche. 
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American Highway. At the conclusion of the conversation,. the 
Minister stated that he had recently written to the President sending 
him a copy of the bill. He indicated that he expected a reply from 

_ the President. I said that if there was anything of mutual interest _ 
in the reply, I would be very glad to hear from the Minister. ) 
During the course of the conversation in which the Minister did 

practically all of the talking, I took occasion to state that the tradi- 
_ tional policy of this Government had been that it was not interested _ 

in acquiring the Islands but that it did feel constrained to interest 
itself should the possibility ever arise of the Islands passing to a third 
country. The Minister maintained stoutly that Costa Rica never 

would alienate the Islands to any country except the United States. 

818.0140 /115 : Telegram 7 Oo 
The Secretary of State to the Minister in Costa Rica (Hornibrook) | 

| | _Wasuineton, November 18, 1939—7 p. m. 

63. Your despatch no. 938, October 30, 1939.4 There has been no 
change in the position of this Government regarding the possible pur- _ | 
chase of Cocos Island, as stated in the Department’s instruction no. 
34 of January 4, 1938.5 If the question of purchase of the Island is = 
again raised with you or any member of the Legation, you should be | 

guided accordingly. re 

818.014C/116 wt re 

The Minister in Costa Rica (Hornibrook) to the Secretary of State 

No. 970 | oo "San Jos#, November 18, 1939. 
a _ oo [Received November 27.] 

_ Sm: I have the honor to refer to my despatch No. 938 of October 
80, 1939,* and to the Department’s telegram of November 13, 7 p. m., | 
No. 63, concerning the position of the United States Government with | 
respect to the possible purchase of Cocos Island. ee 

_ The views expressed in the Department’s instruction No. 34 of Jan- 
uary 4, 1938,° and confirmed by the telegram under reference, have 
been conveyed informally to the author of the inquiry described in 
my despatch of October 30, by the same channels through which the 
inquiry reached the Legation. a a | : 

Respectfully yours, Wo. H. Hornrsroox : 

* See Foreign Relations, 1937, vol. v, pp. 175 ff. — 
*Not printed. . 
° Foreign Relations, 1988, vol. v, p. 467. .
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ASSISTANCE OF THE DEPARTMENT OF STATE IN EFFORTS TO SECURE 
7 A SETTLEMENT OF THE CUBAN PUBLIC WORKS DEBT*. 

837.51 Public Works Debt/196 | | | 

— The Ambassador in Cuba (Wright) to the Secretary of State — 

No. 1704 | - a | Hazana, February o%, 1939. 
. [Received March 2. | 

Sir: I have the honor to transmit, as of interest to the Department, 
a self-explanatory memorandum of my conversation with the Cuban | 
Secretary of the Treasury ? on February 21st with regard to the Public 

- Works Debt and certain correlated matters. 
- Respectfully yours, : J. Burter WRIGHT 

| | | | [Enclosure] - | 

Memorandum of Conversation, by the Ambassador in Cuba 
a (Wright) / 

| | . FIABana, February 25, 1939. 

On Tuesday evening, February 21st, at 7 o’clock, I called upon the 
Secretary of the Treasury in order to discuss with him informally | 

| several subjects—among them the present status of the legislation 
for the settlement of the balance of the Public Works Debt. _ 
The conversation having begun with the discussion of the proposed 

revaluation measure and its effect upon Cuba’s credit, I deemed it not 
only opportune to discuss this further matter, which so directly con- 
cerned Cuba’s credit, but also to inquire directly as to the present _ 
status of the measure. Dr. Garcia Montes said that he had gained 
the distinct impression from Mr. Warren Pierson, President of the 
Export-Import Bank, during his visit to Habana, that he (Mr. Pier- 
son) was not only concerned about the revaluation proposal and very 
dubious, to say the least, as to the effect which it might have upon 

Cuba’s credit, but also of the opinion that unless or until the balance 
of the Public Works Debt had been settled, no credits would be ex- 
tended for additional public works in Cuba. I replied to the Secre- 
tary that, although I had not expected our conversation necessarily 
to take that trend, I was glad to improve the opportunity thus af- 

1 Continued from Foreign Relations, 1938, vol. v, pp. 475-490. 
7 Oscar Garcia Montes. 
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forded to observe that he had correctly appraised Mr. Pierson’s 
opinion—adding that, as the Secretary knew well, I had been con- 
strained to observe to the appropriate authorities of his Government, 
including the President * and Colonel Batista,‘ that the Export-Import 
Bank, being a governmental institution, could not extend credits of 
this nature until the aforementioned recognized obligations of the 
Cuban Government had been liquidated. | 

The Secretary of the Treasury is a very cautious man who, while 
very well informed and of sound opinions, finds it difficult, if not im- 
possible, successfully to combat the political exigencies and considera- 
tions which his superiors bring to bear upon him: he is especially 
cautious when replying to direct inquiries. He said that, as I was 
doubtless aware, the financial situation of Cuba was growing worse: — 
I replied that I was unfortunately aware of it. He said, for that 
reason, the opposition consistently contended that the Government 
should not incur further obligations at this time when they faced a 
budgetary deficit and when the price of sugar showed no sign of im- 
provement: I replied that I had been informed of this unfortunate _ ) 
situation and this resultant attitude by both the President and Colonel 

_ Batista. He said that as the remainder of the $85,000,000 issue ® was 
not sufficient to meet these obligations, a supplemental issue was neces- 
sary: I replied that I was, of course, fully aware of this fact.. He 
then said that the Government was compelled not only to seek further 
revenue in order to offset the inevitable debt settlement, but was also 
obliged to consider the levying of further taxes in order to afford 
proper security for this supplemental issue: I inquired whether he | 
had in mind a renewal of the proposal for the taxation of petroleum 
derivatives. He replied that he had. : 

As the conversation then became devoted to that phase of the ques- 
tion, I said that I felt obliged to bring several considerations to his | 
attention: that Warren Brothers * had specifically waived their in- 
sistence upon this form of security; that the oil companies and inter- 
ests, not only foreign, but Cuban, had several months ago informed 
me of their intention to resist the imposition of further taxation upon 
their products and that if such was undertaken there might be ex- | 
pected a renewal of this resistance; further, that any imposition of 
taxes of this nature at this time would run counter to the provisions 
of the Reciprocal Trade Agreement’? which provided that no such _ 

* Federico Laredo Bru. | 
*Fulgencia Batista, Chief of Staff of the Cuban Army. 
* See Foreign Bondholders Protective Council, Inc., Annual Report 19388 (New 

York, 1939), pp. 344 ff. and 387 ff. | *To Warren Brothers Company of Boston was due a large part of the Cuban 
public works debt for the construction of 481 miles of the Central Highway run- 
ning from Pifiar del Rio to Santiago de Cuba between 1927 and 1931. 

"Signed August 24, 1934, Department of State Executive Agreement Series No. 
67, or 49 Stat. 3559; see also Foreign Relations, 1934, vol. v, pp. 108 ff. 

293800—57_34
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changes might be miade without previous negotiations between the re- 

a spective Governments—a matter which I had several times brought 

| to the attention of the Cuban Department of State during the last 

year. 1 stated further that I did not wish to occupy a position in 

favor of legislation which would benefit. one group of American in- 

| _ terests to the detriment of another, but that I should be remiss if I did 

| not again call his attention to these facts. Bo es 

The Secretary said that he was aware of this situation and that he 

was at present devoting all efforts to devising some means whereby 

revenue might be obtained from these sources without the renewed 

opposition of the oil interests, I inquired whether he had in mind 

the taxation of certain derivatives and not others: he replied that 

such was in his mind: I inquired whether he had kerosene, for ex- 

ample, in mind: he replied that he had and that he was further ex- 

_amining the possibilities of taxation (or other charges) upon products 

from the selling of which the companies were making large profits: 

: reverting to the general question, I inquired whether he expected — 

early passage of the bill: he replied that he believed that such would 

: be possible, but again emphasized the phase of the matter to which he 

| had previously referred. The conversation terminated at that point. 

| On the same day I was informed upon fairly good authority that 

Senator Albanés, who belongs to the Opposition, had stated that he 

was so convinced that liquidation of the Public Works obligations 

| was essential to the restoration of Cuba’s credit and the extension 

of credits from the Export-Import Bank that he had informed the 

| leaders of the Government party that he was prepared to vote for 

| the passage of the bill: ee : 

Senator Verdeja, President of the Senate, also informed me re- 

cently that he believed that it was essential to Cuba’s credit that 

the bill be passed. - Co re 

In view of the fact that I had several weeks ago received what 

| appeared to be credible assurances from responsible parties that the 

question of taxation upon petroleum derivatives would not again 

arise, and as I had informally mentioned to one of the American 

oil interests here that such assurances had been conveyed to me, I 

deemed it proper to inform the same American oil interests— 

equally informally and unofficially—that I had received informa- 

tion that the question might be renewed. I have reason to believe 

that the American interests will not only take renewed steps to meet — 

the situation if it recur, but they are willing to discuss with other 

oil interests, and with the Cuban authorities, methods by which the 

desired ends may be obtained without resorting to open friction 

which characterized the last incident of this nature. | 

: — J. B[urLer] W[ricur]
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Memorandum by the Assistant Chief of the Division of the American 
, Republics (Briggs) to the Under Seeretary of State (Welles) = 

| a [Wasurneton,] April 13,1939. 
The status of the Purdy and Henderson claim* has once more bee 

come precarious. Ambassador Wright telephoned yesterday to say 
_ that he had that day received a call from Senators Saladrigas, Casa- 
nova and German Lopez, who had reported that “because of political oO 

- opposition” it now seemed doubtful whether the enactment of the debt a 
settlement bill by the Senate, with Purdy and Henderson included 7 
therein, could be obtained. Mr. Wright also reported that these Sen- 
ators had sent Dr. Mafias® to him on the preceding day with areport  __ 

_ to the same effect and a request that Dr. Mafias arrange for Ambassa- 
dor Wright to receive the Senators. The Senators:said that they had 
approached the Ambassador at the suggestion of Colonel Batista. _ 

_ Mr. Wright told me that he had once more covered all the ground 
recently discussed with the Secretary of the Treasury and with Senator | 
Casanova, emphasizing again that the omission of Purdy and Hender- | | 
son would not be regarded by this Government as a “settlement” of the | 
Public Works Debt; that without liquidation of the Public Works | 
Debt Cuba could not expect to get the desired cooperation of this Gov- 

_ ernment in any future public works financing; and that it seemed : 
doubtful whether this Government would even find it possible to con- 
clude the contemplated revision of the tradeagreement..° 6 

_ Ambassador Wright referred to Mr. Welles’ letter to him of 
March 27" authorizing the Ambassador to discuss the Purdy and | 
Henderson claim with the President and with Colonel Batista; he said 
that, as we were aware, he had not acted on this authorization since:the 
situation then existing had been met, but that he would-now probably © 
seek interviews both with the President and with the.Chief of Staff 
of the Army. He is sending by air mail a memorandum of his conver- 
sation yesterday with the three Senators. «= —Ss Exzs O. Bricas 

837.51 Public Works Debt/214. - | 

The Ambassador in Cuba (Wright) to the Secretary of State — 

No. 1880 Hasana, April 18, 1939. 
: — [Received April 19.] 

Siz: In continuation of previous correspondence concerning the set- 
tlement of the Public Works Debt, I have the honor to enclose here- 

*This portion of the debt was for construction of capitol building at Habana. 
* Presumably Arturo Mafias, member of the Cuban Institute. : 
* Notation on margin: “Mr. Wright said he based this on a letter from Mr. 

Welles last January. B[riggs].” , 
“ Not found in Department files. _
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with a memorandum of my conversation with the President of the Re- |. 

public on the 17th instant in further relation thereto—from which it 

_. _-will appear that the President is now of the opinion that the legislation _ 

as originally drafted will soon be passed by the Cuban Congress. — | 

| Respectfully yours, a | J. Burter WricHT 

7 | 7 . [Enclosure] - | oe a - 

| Memorandum of Conversation, by the Ambassadorin 

Oo 7 aa Cuba (Wright) | re 

| SO a _—- Hasana, April 18, 1939. 

The recent memoranda, transmitted by despatches, have explained 

the kaleidoscopic changes which have taken place in the matter of the _ 

| settlement of the Public Works Debt. The most recent development _ 

ss appears tobe encouraging: a ee 

| When I called upon the President of the Republic yesterday in order 

to deliver to him the expression of President Roosevelt’s appreciation 

| of his prompt and satisfactory reply with regard to the messages sent 

by President Roosevelt to Chancellor Hitler and Premier Mussolini,** 

I had it in mind to inquire of the President when I might discuss with _ 

| him the matter of the claims of Warren Brothers Incorporated and _ 

Purdy and Henderson Company—for it will be recalled from my des- 

patch No. 1871 of April 14, 1939," that I had communicated the rele- 

| --_- vant portions of Mr. Welles’ letter to me, of March 25th,** to Colonel 

- Batista, but not to the President. | a 

The President, however, most unexpectedly, broached this subject 

himself by saying : “I think the matter of the ‘obligaciones’ is now satis- 

factorily adjusted and I am glad to tell you so. Of course, every one 

knows that there has been a slight cloud in connection with the claim _ 

of Purdy and Henderson Company but, in view of existing circum- — 

stances, it seems much wiser to pass that over.” 
As I felt that I could not allow this repeated aspersion upon Purdy 

and Henderson Company to pass entirely unnoticed, I replied that 

neither my Government nor I was prepared to admit that there had | 

been any irregularity in connection with this claim and I emphasized 

the fact that it had been examined and passed upon by two Commis- 

sions and no less than three Secretaries of the Treasury: I added that 

I had received assurances from the present Secretary of the Treasury 

that the examination which he and Sefior Montoulieu ** had conducted 

#8 April 14, vol. I, pp. 180-1383. For reply of President Laredo Bru, on April 15, 

see Department of State, Press Releases, April 22, 1939, p. 326. 

% Not printed. 
4 Not found in Department files. . 

16 Wdouardo I. Montoulieu, official of the Cuban Treasury Department.
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had satisfied the Secretary as to the justice of the claim and that he saw 
no reason for again bringing up the contentious question of the per- 

- centage of remuneration, which had already been accepted on behalf of 
the Government. The President made no reply to this observation 

_ which I wished to place on record with him as well as with Colonel — 
Batista. 7 | | 

In order to make the record especially clear, I improved the oppor- 
tunity to explain to him that while I had discussed the matter with | | 
Colonel Batista and with the Secretary of the Treasury pursuant to . 

_ instructions, I had not assumed the initiative in discussing it with | 
members of the legislative body—and had only done so when such. 
legislators broached the ‘subject to me: the President stated that he 
was aware of my attitude, and he was good enough to say that he | 
appreciated it and commended it. I then said that I was in receipt 
of a letter from Mr. Welles which authorized me to speak in his name | 
both to the President and to Colonel Batista with regard to this mat- | 
ter (I refer to Mr. Welles’ letter dated March 25th) and that I had 
conveyed this message orally to Colonel Batista some days ago—at / 
which time he had informed me that he would communicate it to the oe 
President: the President replied that Colonel Batista had done so. : 
I then said that I trusted that he (the President) would immediately | 
recognize the fact that I had deferred my representations to him pend- 
ing the result of my conversation with Batista although, as I had | | 
said, I had intended to request of him that day the opportunity for | 
the communication of that message: the President replied that he was 
soaware, | | - 7 

I then said to him that our position could be concisely stated as fol- | 
lows: we were still ready and willing to extend to Cuba the advan- 
tages which had been recited and discussed in the formulation of the 
so-called Ten Points agreed upon during Colonel Batista’s visit to 
Washington ; *” that the continued procrastination in the matter of this 
Public Works indebtedness had assumed such forms that I had been 
reluctantly constrained to inform all appropriate officials of the Cuban 
Government who had discussed the matter with me, that no credits , 
could be expected unless or until these recognized obligations had been 
met; and that the present apparent reluctance of Congress to do so 
was jeopardizing the Supplemental Trade Agreement—to say noth- 
ing of the other matters enumerated in the aforementioned Ten Points. 
I added that when the legislators had spoken to me I had observed that 
if the delay and non-fulfillment were due to a recalcitrant opposition, 
It seemed to me that the responsibility should be placed squarely upon 

“Colonel Batista attended the Armistice Day ceremonies in November 1938 
and at that time discussed U. S. relations with Cuba at the Department of State. No memoranda of these conversations have been found in Department files.
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| | the shoulders of such opposition and that the public should be aware 

| of the fact that those parties were the ones who were to blame: I added, — 

| however, that this was all predicated upon the assumption that the 

: - Government of Cuba desired to receive these advantages and that, 

_- while my Government was still desirous of according them upon a 

| - yeciprocal basis, it was for the Government of Cuba to determine 

| whether it desired to receive them or not. - OS 

- _I closed by saying that these observations might perhaps appear 

inopportune in view of what he had just told me, but that I wished to 

place on record with him, as I had done with Colonel Batista, the atti- — 

- tude of our Government in the simplest terms. The President ex- 
pressed acquiescence and added to his previous assurances the fact 

that he had spoken to, and was continuing that day to speak with, 
| variousmembersofCongress. = © = °° | oe 

«887.51 Publie Works Debt/2272 

os _ ‘The Assistant Chief of the Division of the American Republics — 

— | (Briggs) to the Ambassador in Cuba (Wright) = 

- ss Wasutneton, June 8, 1939. 

Dear Mr. Ampassapor: Your message concerning a proposed settle- _ 

ment of the public works debt situation which would leave out of 
consideration the Purdy and Henderson group was passed on to 

| Mr. Welles before his conversation with Senator Casanova yester- - 

day afternoon. Mr. Welles stated that he would tell Senator Casa- 

nova that any settlement of the public works debt which did not 
include Purdy and Henderson would be considered an incomplete — 

. one and would not enable this Government to consider additional 
public works financing for Cuba. Ss nn 

- Senator Casanova went on to New York almost immediately after 
his talk with Mr. Welles, but we expect to see him again next week. 

| Yours very truly, . ‘Kurs O. Brices | 

837.51 Public Works Debt/231 . oe 

Memorandum of Conversation, by the Under Secretary 
) of State (Welles) ae 

[Wasuineton,] June 23, 1939. 

The Cuban Ambassador came to see me this morning at his request. 

The Ambassador first told me that Senator Casanova had now 

returned to Habana and had told him:on the telephone that there
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Was no question whatever that the Government could obtain a, satis- 
_ factory majority in both Houses for the passage of the legislation 

which will provide for the resumption of payment on the Warren 
_ Brothers obligations. Senator Casanova had said, however, that in 

view of the registration period now going on under the electoral 
_ law, it would be impossible to obtain a quorum until July 5 since 

. the great majority of the senators and deputies were in their own 
provinces rounding up political adherents for their respective parties. 
‘Senator Casanova had told the Ambassador that he had talked with 
President Laredo and that they had both agreed that an effort 
would be made on July 5 to introduce this legislation and obtain 
its immediate passage, and that probably they would attempt to 
obtain passage at the same time of legislation authorizing issuance 
of new silver certificates. In the meantime, the Ambassador said, _ 
the Cuban Secretary of the Treasury had requested Mr. Brownson 
who was apparently acting as local representative of Warren 
Brothers to exchange communications in which Mr. Brownson as | 
the duly authorized representative of Warren Brothers would ex- | 

_ press complete satisfaction with the new form in which Warren | 
_ Brothers’ obligations would be recognized by the Cuban | 
Government. = _ | oe a | 

CO | | S[umner] W[x1xzs] : 

837.51/2470: Telegram’ = Be | 3 

| The Ambassador in Cuba (Wright) to the Secretary of State 

: —_ —— Hazana, September 12, 19839—6 p. m. 
, a [Received 8:15 p. m.] 

113. Information contained in your telegram No. 109, September 
11, 7 p. m.* confirming that communicated by. telephone yesterday : 

_ conveyed yesterday informally to officials mentioned. The news has | 

come as a great shock and Secretary of State asks metoday whatcom- _.. 

pensation the President is authorized to offer to relieve disastrous situ- 

ation thus created: I replied that I was without authority to answer 

but would inquire. He will tomorrow send a note asking for clarifi- —. 
cation of certain points. At meeting this morning including President 
and Batista it was determined that obligaciones were debt of honor 
and would be settled probably this week. I said that this action would 
be welcomed. | | | 

. . _  Wrieut 

* Post, p. 566. . | Oo
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DISCUSSIONS REGARDING A GENERAL PROGRAM OF ECONOMIC ~ 
COOPERATION BETWEEN THE UNITED STATES AND CUBA* 

837.51/2411 —— oe | en | 

| ‘The Secretary of State to the Ambassadorin Cuba | 
(Wright), Temporarily in Washington _ | 

No. 1028 . | | * Wasuineton, July 19, 1939. . 

- Sir: You are instructed to proceed at once to Habana and seek an 

| audience with the Secretary of State, and present to him the at- 

tached note. | , | ook ae 

You will indicate to the Cuban Government that this Government _ 

considers as prerequisite to any resumption of converations leading — 

| to increased economic cooperation between the two countries the settle- 

ment of the admitted claims of Warren Brothers and Company and 

- Purdy and Henderson Company, and of the so-called Morris claim.” _ 

| The Government of the United States considers, further, that the 

circumstances surrounding the discussions of November 1938, at which 

time this Government expressed its willingness to enter upon a pro- 

gram of economic cooperation with Cuba, have been materially - 

| altered by the credit moratorium situation and the recent enactment 

of monetary legislation” referred to in the attached note. This 

| (Jovernment believes that the enactment of a satisfactory measure to 

liquidate the Cuban credit moratorium and the amendment of the | 

recently enacted monetary law to eliminate certain undesirable fea- 

tures and ambiguities are essential to the reestablishment of normal 

| commercial and financial relations between the two countries, and it 

is prepared, at the request of the Cuban Government, to furnish com- 

petent technical experts to advise the appropriate authorities of the 

_ Cuban Government in the determination of the provisions of such 

legislation. | | 

In view of the close relationship of the fiscal situation to an economic 

atmosphere in Cuba favorable to the carrying out of a program of 

economic cooperation, the Government of the United States considers 

. that the enactment of suitable tax legislation embodying the recom- 

- mendations of the Magill report, which was prepared at the request 

and expense of the Cuban Government, would be most helpful. 

You will further indicate that this Government is prepared, 1f 

| the Cuban Government takes action settling the claims of Warren 

Brothers and Company and Purdy and Henderson Company, and 

the so-called Morris claim, and disposing satisfactorily of the credit 

*For correspondence regarding conclusion of a supplementary trade agree- 

ment, see pp. 558 ff. 
2 The claim of Fred A. Morris was based on a decision of the Cuban Supreme 

Court providing compensation for land seized by the Cuban Government. 
“Law approved July 8, 1939, making dollar accounts, with certain exceptions, 

payable in pesos ; Gaceta Oficial, July 10, 1939.
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moratorium and monetary legislation matters referred to above, to 
extend immediately to the Cuban Government the benefits of a broad 
program of economic cooperation including: 

1, The speedy conclusion of a supplementary trade agreement on 
mutually advantageous terms, and the simultaneous signature of a 
Treaty of Establishment and Navigation; 7° SO 

2. The immediate consideration by the Government of the United _ 
_ States of the extension of financial assistance for the carrying out of 

a reasonable program of public worksin Cuba; __ | | : 
3. Assistance by experts of the United States Department of Agri- 

culture in developing and diversifying agricultural production; 
4, Technical aid by the United States Treasury, if requested, in 

putting into effect the recommendations of the Magill report; and 
_ _ §. The active cooperation of experts of this Government in study- , 
Ing methods of improving the existing monetary, banking and: 
exchange systems of Cuba. — | | 

Very truly yours, For the Secretary of State: | 
- OO 7 | SuMNER WELLES 

/ oo [Enclosure] : 

The American Ambassador (Wright) to the Cuban Secretary 
, of State (Angel Campa) *4 ee 

_ Excetnency: As Your Excellency is aware, my Government is 
sincerely desirous of maintaining with Your Excellency’s Government 
relations of the closest and most cordial cooperation. The friendship — 
between the Cuban and American people has endured unbroken over 
the many years that have elapsed since our two countries fought side 
by side in the war that culminated in the emergence of an independent 
Cuba. The intimate relations between our two countries were further __ 
strengthened by the conclusion in the year 1934 of the treaty 7° which 
provided for the abrogation of the Platt Amendment.?* In the same 
year, the economic relations of our two countries were rendered more 
mutually beneficial through the negotiation of a reciprocal trade 
agreement which has been of self-evident advantage to each of the 
signatories. | | 

To mention but one of the topics of mutual interest in connection 
with which the warm and cordial relations existing between the two 

_Governments have proved of the utmost value, I refer to the Inter- | 

*% A draft of a proposed treaty of establishment and navigation was presented 
to the Cuban Government on March 30, 1939. On June 30, the Ambassador in 
Cuba reported that the Cuban Government appeared disinclined to undertake 
negotiations for the present. Discussion of the subject was discontinued. Cor- 
respondence on those inconclusive discussions is not printed. 

* This note was presented in Habana as No. 2138, July 20, 1989. 
* Treaty of Relations signed at Washington May 29, 1934, Foreign Relations, 

1934, vol. v, p. 183. | 
* Popular designation for provisions defining relations of the United States with 

Cuba, contained in treaty signed May 22, 1903, ibid., 1904, p. 248.
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| ~ national Sugar Agreement which was signed at London in May of ~ 
| 193727 and which is recognized to have introduced a much needed 

element of stability into the so-called world sugar market. As lately 
| as last month, the delegations of our two Governments to the Inter- 

; national Sugar Council,?* working together, were able to bring about 
certain developments that greatly improve the likelihood of an ade- | 
quate and reasonable price for world sugars. . | 

In November 1938 discussion was inaugurated of a program of eco- — 
nomic cooperation of the type which has subsequently been considered 
and thereupon rendered effective as. between the United States and 
other American Republics. At the same time my Government indi- 
cated its interest in supplementing the existing Cuban-American trade — 
agreement on mutually advantageous terms, as well as in taking other ~ 
steps demonstrative of the importance which it attaches to close and 
harmonious relations with Your Excellency’s Government. | 
.-My Government stated that as a prerequisite to the favorable con- 

| sideration by the Export-Import Bank of the extension of credits for 
oo any construction of public works in Cuba, there must necessarily be 

involved the equitable adjustment of the obligations recognized by the 
| Cuban Government as legitimately due to certain nationals of the 

United States: first, the final liquidation of the claims of Messrs. _ 
| Warren Brothers and Company and Purdy and Henderson Company, 

| which comprise the balance of the so-called Public Works Debt; and, 
second, the payment of the so-called Morris claim which is based upon 
a judgment in favor of the claimants rendered in 1929 and upheld by . 
the Supreme Court of Cuba in 1931. Ca | 

| -With regard to the supplementary trade agreement, negotiation of 
which has been pending since November 30, 1938, Your Excellency 
has indicated that Your Government now desires to discuss a certain 
item not included in the original announcement by my Government 
of its intention to negotiate. You will recall that a full explanation 
of the procedure which my Government observes in such negotiations 
was made to appropriate officials of Your Excellency’s Government 
at the time of that announcement, it having then been made clear that 
it would not be possible for my Government to give consideration to a . 

| concession on an item of the United States Tariff, unless that item 
| was included in the original announcement. The inclusion of any 

| additional item at the present time would therefore require a special 
announcement followed by public hearings, which my Government — 
does not consider now practicable. It may be observed that my Gov- 
ernment has as yet received no reply to the specific proposals which 
were handed to the Cuban Ambassador in Washington on May 24.” 

*“ Signed May 6, 1937, Department of State Treaty Series No. 990, or 59 Stat. 
922; see also Foreign Relations, 1937, vol. 1, pp. 931 ff. . 

% See vol. 1, pp. 948 ff. . 
* Post, p. 558. : -
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In further pursuance of its desire to improve the relations between 
_ Cuba and the United States, my Government has proposed for the 

consideration of the Cuban Government a draft treaty of Establish- : 
ment and Navigation designed to solve some of the mutually vexa- | oe 
tious questions which arise from time to time regarding the residence __ : 
of nationals of one country in the territory of the other as well as 
those relating to shipping and navigation. No specific reply of an | 
official nature has been received from Your Excellency’s Government | 
in regard to this matter but. Your Excellency has indicated infor- 
mally that it might be held in abeyance pending the meeting of the Oo 
Constituent Assembly. oo | ae | 

This Government has viewed with the greatest sympathy the desire 
of the Cuban Government to enact legislation which will, in a manner 
fair both to creditor and to debtor, lessen the burden of the excessive __ 
and unduly onerous exactions which a certain category of debtors in _ 
practice cannot meet. My Government, however, has on frequent: o¢- 
casions called to the attention of the Cuban Government the fact that _ 
very considerable investments of American capital have been made in . 
Cuba, and its hope that in justice to the American investors the credit , 
moratorium situation in Cuba will be solved upona basis, which while 
responsive to the just needs of the debtors, would nevertheless provide : 
an orderly procedure for adequate and equitable repayment to the © 

_ ereditors. While my Government understands that a full hearing | 
was recently granted to interested parties before the legislative com- 
mission appointed to consider this matter, nevertheless the bill passed | 
last week by the Cuban Senate would not appear to have accom- | | 

plished this objective, nor to have contributed to the creation of that 
feeling of economic and financial confidence in Cuba which could be > 
regarded as conducive to the carrying out of those measures of coop- 
eration which my Government has expressed its willingness to under- | 
take. | | oe | ae | 

The situation has further been aggravated by monetary legislation 
recently enacted, the terms of which have given rise’to highly unde- 
sirable ambiguities of interpretation and resultant dislocation of | 
commerce between the United States and Cuba. Your Excellency will | 
recall in this regard that the bearing of this legislation on the.trade 
agreement between our two countries was the subject of repeated 
representations and inquiries by me on July 6, 7, and 8 and, further- 
more, that I had the honor to make similar inquiries of the President 
of the Republic on the eighth instant. At that time I was assured by | 
the President, as well as by Your Excellency, that no violation of the 
existing trade agreement between Cuba and the United States was 
intended and, further, that the regulations to be prepared for the 
enforcement of this measure would carry. ample assurances in that 
regard. These regulations, however, have not as yet appeared, and
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— while my Government is confident that they will embody the afore- 

- said assurances, it is the belief of my Government that the necessary _ 
a clarification might advantageously be incorporated in the law itself 

_ in order that any difficulties of. interpretation may subsequently be — 
- avoided. 8 ee 

| In view of all these circumstances, my Government regretfully finds 
| ‘itself obliged to inform Your Excellency that all studies with respect 

to the aforesaid program of economic cooperation and looking toward 
— the improvement of commercial relations between the two countries 

have been suspended on the part of the United States, pending a clari- 
fication of the situation and of the specific matters which are alluded 
to in this note. Furthermore, it is the intention of my Government, 
because of the highly undesirable state of uncertainty among those 
engaged in trade between Cuba and the United States asa result of 
the facts set forth above, to make public announcement on August 1, 

Oo 1939 to the effect that the negotiations looking toward a supplemen- 
— tary trade agreement with Cuba have been indefinitely suspended. 

| : I avail myself [etc. | So [File copy not signed ] 

| 887.51/2413 — re _ ae 

| | The Ambassador in Cuba (Wright) to the Secretary of State | 

No. 2211 - | ss Afazana, July 24, 1939. 
| / Be .. [Received July 25.] 

: Sm: Confirmatory of my telegram No. 87 of July 24, 1 p. m., 1989,*° 
- _ IT have the honor to enclose a copy and translation of a note dated July 

23rd which was handed to me yesterday (Sunday) by the Secretary 

of State. | | | 
A report of my conversation with him on certain points dealt with 

in.the note will follow. : | 
Respectfully yours, — J. Butter WricHt 

| [Enclosure—Translation] 

The Cuban Secretary of State (Angel Campa) to the American 
Ambassador (Wright) | 

| Hazana, July 23, 1939. 

| Mr. Ampassapor: The Government of the Republic of Cuba has 
taken cognizance of your note No. 218, of July 20, which was delivered 
to me personally by Your Excellency yesterday morning. 

The diverse and important matters examined in that note give it 
an especial interest which the Government of Cuba quickly appre- 

© Not printed.
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ciated, and it is its desire, in giving Your Excellency an immediate | 
reply, to help to clarify those parts of the note which might indicate 
confusion or disparity in the points of view of both Governments 
due, perhaps, to incomplete information at the time it was drafted, __ 

_ I. The Government of Cuba hastens to declare that the close and | 
cordial cooperation indicated by Your Excellency as the desire of 
your Government has found and continues to find sincere reciprocity 
on the part of the Government of Cuba, which has not forgotten the 
days when the Cuban and American peoples together fought frater- — 
nally for the same ideal of liberty and justice. My Government rec- | 
ognizes and is thankful for the friendly cooperation which, at differ- - 
ent times in the history of the Cuban people, has been generously given 
to it by the United States. And it is reason for satisfaction and pride - 
to be able to declare that Cuba, on its part, has reciprocated under the 
infiuence of identical high sentiments, collaborating within its powers _ | 
and together with the American people toward the triumph of high 
ideals of peace and justice. It would be impossible to forget at this > 
time the singular cooperation which Cuba offered to the Government | 
and the people of the United States during the difficult days of the 
World War, when it sacrificed legitimate profits on the altar of a | 
‘democratic victory, or the no less constructive and loyal help in the | | 
pacific battles of Congresses and International Conferences—some of» 
them as recent as those at Buenos Aires *? and Lima *—which the _ 
Republic has offered uncenditionally to the noble continental. aims 
of Your Excellency’s Government. _ a | re 

My Government observes in the first paragraph of the note te which | 
T am replying the reference which Your Excellency makes to the new | | 
Treaty of Relations of May 29, 1934, through which the right of in- OS 
tervention of the United States in Cuban matters contained in the so- 
called Platt Amendment was abrogated, and ‘it is pleased to recog- | 
nize that the free and voluntary agreement of the United States to 
this Convention constitutes the high and just reparation of what, from a 
the first moment of its existence, was an undeserved limitation upon 
Cuban sovereignty, dictated in 1901 by the Military Government of 
Occupation. Oo Co . 
My Government considers it convenient also to record that among 

the great historic proofs of Cuban-American friendship. should be | 
included the maintenance, by virtue of the free and sovereign will 
of the people of Cuba, of a very important provision of the now abro- 
gated Platt Amendment. I refer to the rental to the Government of 
the United States of the Naval Station at Guanténamo, the status of 
which has not been altered nothwithstanding the new Treaty of Re- 
lations of 1934, because Cuba considers that in this manner it serves 
the cause of the defense of the United States of America, offering to 

* See Foreign Relations, 1936, vol. v. pp. 3 ff. 
* See ibid., 1938, vol. v, pp. 1 ff.
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—— Your Excellency’s people and Government the highest. proof of | 

friendship which it is given to an independent nation to offer, = 

| “IL. As Your Excellency well points out, a logical projection of such 

cordial relations was the initiation in Washington, during the month 

of November, 1938, of the confidential conversations between high offi- 

| cials of our respective Governments which had as an object the study — 

of a program of economic cooperation of the nature of those which 

subsequently were studied and placed in effect between the United — 

- Statesandother American Republics, 2 8 a : 

. The program of economic cooperation examined in Washington 

| had ‘as a fundamental object the satisfactory solution of the portion of 

‘the suspended Public Works Debt still not liquidated—that debt hav- 

| ing happily been settled in its greater portion in February 1938—and, 

immediately, the advancing of funds by the Export-Import Bank for _ 

| | the carrying out in Cuba of an extensive plan of public works. 

— _~. It should be stated that the payment of the remaining public works 

| obligations is considered, as was considered. the payment of the bonds 

| and other obligations of identical origin the service of which has been. 

satisfactorily renewed, frankly unpopular, to the point that all the 

administrations which directed the affairs of the Republic between 

August, 1933 and December, 1936, on which date the Honorable Sefior 

Dr. Federico Laredo Bra assumed the Presidency of the nation, re- 

fused. to recognize them. Never, it may be roundly affirmed, did the 

Cuban Government in its relations with the United States assume and 

carry out an obligation of such onerous transcendency and within such 

| an advérse economic situation; and that singular effort, the material 

, and moral value of which has undoubtedly been evaluated by the Gov- _ 

| ernment of the United States, should also be taken into-account, to 

demonstrate at least the decision of Cuba to cooperate in the plan ex- 

| amined with Your Excellency’s Government to promote the improve- 

ment of reciprocal relations. : ee Oo 

| 2 My Government, notwithstanding reiterated and well-known efforts 

| onthe part of the Executive Power and of distinguished leaders of the 

| Legislative Power, has encountered serious difficulties in its effort to 

arrive at a satisfactory adjustment of the still pending Public Works 

Debt through means of appropriate legislation. The Government of 

| the Republic is confident, nevertheless, that those difficulties, inherent 

in the complete democratic regime existing in Cuba, will be easily un- 

| derstood by Your Excellency’s Government, which, because it is gov- 

erned by a constitution analogous to that of Cuba, may have found 

- itself many times confronted with similar obstacles. , 

| The liquidation of the so-called Morris claim, examined during the 

conversations in Washington, as Your Excellency points out, was con- 

ditioned in subsequent conversations held in Habana upon a fiscal



_ situation which would permit of its payment without bringing upon | 
the Government charges of unjustified preference. = 

III. Your Excellency mentions in the course of his note the negotia- | 
tions pending since November 30, 1938, partially to modify and add | 
to Schedules I and IT of the Trade Agreement of 1934, and, although 
I shall later specifically express the opinion of my Government in this 
matter, I hasten to clear up certain doubts which might be interpreted 
as a delay on the part of the Government of Cuba in replying to the 
ever welcome requests of Your Excellency’s Government. | | 

In effect, when our Embassy in Washington was informed of the 
willingness of the Government of the United States to negotiate an 

_ additional trade agreement, the Government of Cuba held public hear- | 
ings similar to the procedure followed by Your Excellency’s Govern- 
ment, hearing the parties interested in the negotiation, and on 

_ February 16, by means of a note from the Embassy in Washington,?* 
it definitively submitted the proposals which contained the desiderata | : 
of the Cuban Government. | Oo : a Oo | 

On May 24 the United States sent our Ambassador in Washington 
its partial counter-proposal,** announcing that (its views concerning) 
a very interesting part of the Cuban proposals, those with reference 
to the definition of dumping and other general provisions, would fol- | | 

_ low the counter-proposals—which has not yet occurred. = : 
My Government, notwithstanding that situation, which naturally 

prevented it from forming an exact opinion, proceeded to reply to | 
_ the part of the counter-proposals already received and, at the same | 

time, made certain observations which were sent to Washington the. 
15th of this month and were formally presented to the Department of 
State on the 20th, according to a cable from our Embassy. —— 

_ IV. Having made this explanation, and notwithstanding having 
expressed on a previous occasion, orally to Your Excellency, the opin- 
ion of the Cuban Government concerning the Treaty of Residence and 
Navigation, I permit myself expressly to confirm that opinion now. 

I told Your Excellency then that, although the Cuban Government, 
in principle, had the greatest interest in contributing to place the 
every-day-more-important relations between our citizens on a proper 
and firm basis of reciprocal facilities, it found, among the provisions | 
of said project, aside from certain ones which appeared not to be 
reciprocal in character, certain others which conflicted fundamentally 
with existing legislation in Cuba, and which perhaps might consti- | 
tute a serious obstacle to the free development of the constituent ac- 
tivities soon to begin. : 

Furthermore, I pointed out another and still graver difficulty, and 
that is that, however great might be the desire of the Government of 

. *Not printed. | : . * See note to the Cuban Ambassador, May 24, p. 558. | . 
* See note from the Cuban Chargé, p. 563.
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Cuba to establish reciprocal privileged treatment with the Govern- | 

| ment of the United States, the concessions which were to be given in 

social as well as civil, mercantile, maritime matters, etc., would have 

to be extended automatically, because. of treaty obligations and by 

| virtue of the most-favored-nation clause, to countries which do not 

| have relations of such close friendship with Cuba as does the United 

States, rendering practically invalid, through the obligatory extension 

7 of such privileges, all the laws established by the Cuban nation for 

the protection of the worker. | | , 

My Government, having these circumstances in mind, wishes to 

state its intention of postponing the examination and discussion of 

the draft Treaty of Residence and Navigation proposed by Your Ex- 

cellency’s Government until after the work of the already convoked 

Constituent Assembly has been completed. ee 

V. Your Excellency’s note refers also to a matter which, although 

| it does not appear opportune to discuss it in detail because it affects — 

| the concept of the sovereignty and relations of the public powers of 

the Cuban nation, I desire, nevertheless, frankly to clarify with the | 

| Government of the United States, whose sympathy for us, which we 

7 - appreciate, in the laborious and difficult solution of this problem, is 

reiterated: it is that which refers to the measures adopted by the 

| Cuban Congress to liquidate the mortgage moratorium. The Senate 

of the Republic, with the object of settling a problem of exceptional © 

, character which affects the very social and economic marrow of the 

| country, has just approved a bill which is awaiting discussion in the 

House of Representatives. — | | 

| -* Such circumstances prohibit the Executive Power from taking into 

consideration any recommendation which involves a specific injury 

to the constitutional faculties of the public powers and to the national 

sovereignty. | | | | 

I do not know what the fate of the bill referred to will be, but 

it is possible to suppose that in the event the bill becomes a law of 

the Republic the investments of citizens of the Union—which your _ 

note mentions—and which may be affected by the bill referred to, 

although very small in proportion to the total amount which the bill 

aspires to regulate, will doubtless receive treatment identical with that 

accorded to national interests, without its being possible, as Your 

Excellency will easily understand, to agree in this matter to any dif- 

ferentiation or privilege. 

, VI. The grave situation which the Cuban Government confronts 

~ because of the depreciation of the national currency, referred to by 

Your Excellency, and which we discussed amply in our conversations 

of the 6th, 7th, and 8th, at the time of the crisis, has improved mark- 

edly as a result of the prudent measures adopted by the Government 

| to overcome a panic which was due more to artificial causes than to 

a normal reaction of the currency.
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. I had occasion to express to Your Excellency at that time assur- 
ance that the Government of President Laredo Bri would not take a 
steps which would tend to aggravate the dislocation of the Cuban cur- | 
rency, or the paralyzation of foreign trade, and I am confident of 
having convinced Your Excellency of the interest of the Govern- _ 
ment of the United States, parallel to that of Cuba, in contributing 
to the stabilization of the currency, the reduction in value of which 
‘would have eliminated or reduced its acquisitive power in relation 
to countries having currencies of full value. Consequent with the 

_ Substance of those conversations, the Cuban Government has had 
the satisfaction of seeing confidence promptly restored by the prudent 
emergency legislation which it dictated opportunely, and among 
which legislation I should point out in particular Decree No. 1727,2° | which clarifies the proposal of the Government to restore business | without having resorted to measures which might unnecessarily have 

_ Interfered with banking operations connected with our foreign | 
commercial activities, _ 

VII. My Government notes with true regret the announcement 
contained in Your Excellency’s note of the decision of your Govern- | 
ment to suspend the studies pertaining to the aforementioned pro- 
gram of economic cooperation which has as its object the | improvement of the commercial relations between our two countries, | _ until such time as the situation and the specific matters mentioned 
In such note are clarified. My Government, although it vehemently 
believes that the present note clarifies the situation and the specific 
tatters mentioned above, is obligated, much to its regret, to declare | 
on its part that it has suspended the efforts of various kinds directed | 

_ at converting into legislation the agreements related to that pro- 
gram of economic cooperation, and expresses its hope that the doubts | 
or inexact interpretations which appear to underlie the decision of 

- the Government of the United States which Your Excellency has _ 
communicated to me may disappear. . 

My Government desires also, foreseeing serious economic difficulties ) which were examined and discussed during the conversations in 
Washington in November 1938, when the program of economic co- 
operation was agreed to, wishes to record its fear, that in the face 
of economic and fiscal realities which are beyond its untiring efforts, 
it will be obliged, to its great regret, in order temporarily to over- 
come the possible difficulties, to suspend at a not far distant date 
the service of the readjusted obligations which form a part, as far 
as this Republic is concerned, of the program of economic coopera- 
tion so many times referred to. 

VIII. The denunciatory warning that your Government is pleased 
to give the Government of Cuba of the announcement of its intention 

* July 19, 1989, Gaceta Oficial, July 19, p. 1346, | 
293800—75——35
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| publicly to declare on the 1st day of August next that the negotiations | 

tg modify in part the commercial treaty of 1934 will be indefinitely _ 

| ‘suspended, has caused the Government of the Republic natural sur- 

| prise and regret’and obliges it, as much as it-deplores it, in the face _ 

| of such an unexpected decision, to declare on its part and as of © 

| today’s date, July 23, that said negotiations have been indefinitely 

| suspended. Oe 

a -Trenew[ete] © 9° Micurn ANGEL CAMPA | 

: $87,51/2446: Telegram an OO on - 

The Acting Secretary of State to the Ambassador in Cuba (Wright) 

oe oo Oe Wasurneton, August 7, 1939—4. p.m. 

96. Personal for the Ambassador. I have received through the — 

courtesy of the Cuban Embassy the following telegraphic message 

| _ from Martinez Fraga: SO — | | 

“The Cuban Government, having been informed in detail of the mat- 

ters agreed to in principle in our conversations at Washington, has de- 

| cided to ratify its approval which was cabled on July 31. The Senate 

will take up and, we hope, will approve the Obligations Bill on next 

Tuesday the 8th and we are preparing to obtain the immediate ap- 

proval of the House. The observations concerning bills pending on 

other matters are being studied. The Government considers it of the | 

| utmost, urgency to obtain, following the adjournment of the American 

Congress, an announcement of the willingness of your Government to 

arrange with Cuba to advance 20 millions for a Stabilization Fund be- 

cause the continuance of the Cuban monetary crisis notwithstanding 

the drastic measures which have been adopted may force the adoption 

of other measures not yet contemplated if it does not possess an ade- | 

. quate instrument in order to dominate the crisis. In addition the said 

announcement will consolidate the position of this Government in 

order to carry out with all speed the plan agreed upon and will make 

__-very much easier our dealings with Congress. oe 

T therefore reiterate my request to Ambassador Butler Wright that 

he should report to you concerning this matter. Furthermore I person- 

ally believe that the arrangement of the advance would give great 

strength to the Government in relation to the confidential steps relative 

to the Memorandum of which you are aware. As Ambassador Butler 

Wright doubtless will have informed you, we have powerful reasons to 

feel optimistic and we think that we are on the eve of solving all these 

| | difficulties. 
I appeal once more to your valuable cooperation and friendship in 

| order to obtain the success of all the negotiations. I have explained 

here the reasons behind the Sayre letter ® and we hope shortly to re- 

ceive an answer to our note of July 15th [20¢h] ** concerning the 

, Treaty. Warm regards. | | 
(Signed) Martinez Fraga.” 

| 87 See letter from the Secretary of State (signed by Francis B. Sayre) to the 

Cuban Ambassador, May 24, p. 558. 

3 See note of July 20 from the Cuban Chargé, p. 563.



| oO CUBA SO 541 | 

Please seek immediate opportunity to inform Martinez Fraga that 
_ while, as I told him when he was here, this Government has every dis- | 

_ position and desire to be helpful in the present emergency, it cannot 
take any step such as the desired announcement relative to the eventual 

_ financial collaboration of this Government until Cuba has taken the 
necessary steps to settle satisfactorily and equitably the legitimate 
claims of American citizens against Cuba. Until the agreements 
which the Cuban Government has entered into with these creditors are 
implemented through the enactment of the necessary legislation, this | 
Government would not have the necessary support. of public opinion _ 
which it anticipates once Cuba has acted and which it must have if _ | 
collaboration with Cuba is to be fully effective. In this respect, the _ 
situation has not changed from that described in the note of July 20 | | 
to the Cuban Government and the covering instructions, except that : 
as a result of my subsequent conversations with Martinez Fraga, . 
and of the assurances which Martinez Fraga gave me, I agreed to 
postpone our announcement suspending the negotiation of the supple- 

- mental trade agreement. Once these assurances have been translated 
into concrete action, this Government will be ready and prepared to : 
undertake the fullest consideration of whatever projects Cuba may | . 
wish to advance for a stabilization fund or construction projects | - 
financed in whole or in part by the Export-Import Bank. With re- 
gard to the stabilization fund, preliminary studies made here indi- 
cate the necessity for a careful definition of the size and operation of , 
such a fund. The amount of 20 million would seem to be much greater 
than required. Three to five million dollars would seem sufficient on — 
the basis of present information. It might be well to remind Mar- 
tinez Fraga that the Congress here in discussing the proposal foran 
increase in the lending power of the Export-Import Bank, which un- 

_ fortunately was not:adopted, made it unmistakably clear that it did 
not consider as the principal function of the Bank the use of its 
funds for exchange stabilization purposes. In view. of the security 
which can be offered in this case, however, the Cuban ‘Government __ 
May wish to endeavor to secure the financial accommodation it're- 
quires from private banks. As previously indicated, as and when the 
two Governments reach the stage of financial collaboration, this Gov- 
ernment will be pleased, if the Cuban Government so desires, to place 
at the disposal of the Cuban Government the experience of-American 
monetary experts. : | fe 

The memorandum referred to in‘Martinez Fraga’s cable contains 
informal comment and suggestions regarding the moratorium legisla- 
tion. A copy of this memorandum was sent Mr. Beaulac ®. by Mr. 
Collado * on August 1. EE 

® Willard L. Beaulac, First Secretary of Embassy in Cuba... __ : “ Emilio G. Collado, of the Division of the American Republics.
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a You will of course state the foregoing in the most friendly terms _ 

| and express my deep appreciation for the efforts which Martinez 

| Fraga is now making to pave the way for the eventual financial 

collaboration of this Government. Oo | | 

| : Co | | _ WELLES 

| 611.8781/2126 | 7 Se , | | | 

| The Ambassador in Cuba (Wright) to the Secretary of State . 

No 98020¢«C*~—<S -Hapawa, August 15, 1989. 
oe oe a : [Received August 17.) 

- Sr: Confirmatory of my telegram No. 98 of today’s date, 2 p.m.,4* 

| . TI have the honor to enclose herewith a copy of the Note which I 

| - delivered personally to the Secretary of State today at noon inform- - 

. ing him that my Government has fixed August 31st, 1989, as the 

date on which, in the absence of developments as indicated in my 

Note of July 20, 1939,*? it will make public announcement that the 

negotiations for a Supplementary Trade Agreement with Cuba have 

| been indefinitely suspended. — oe | 

| I also enclose a memorandum“ of my conversation with the 

Secretary at that time. | | : | 

| Respectfully yours, | | J. Butter WRIGHT 

a  EBnetosure] 
The American Ambassador (Wright) to the Cuban Secretary of State 

| | | (Angel Campa) | 

No. 288 oe ss fapana, August 15, 1939. 

Excettency: I have the honor to refer to my Note No. 213 

| of July 20, 1989, and to subsequent conversations in Washington 

between the Under Secretary of State of the United States and 

_ the Ambassador of Cuba to the United States concerning the pos- 

| sible suspension on the part of my Government, for the reasons set 

forth in that note, of the negotiations looking toward a Supple- 

mentary Trade Agreement. _ | 

After further careful consideration of all the circumstances my 

| _ Government directs me to inform Your Excellency that it has felt 

obliged to fix August 31, 1939, as the date on which, in the absence 

of developments as indicated in my Note of July 20, 1939, it will 

make public announcement that the negotiations for a Supplemen- 

tary Trade Agreement with Cuba have been indefinitely suspended. 

| I avail myself [etc. ] J. Butter WRIGHT 

“ Not printed. | 

“ See footnote 24, p. 531.
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_ Lhe Cuban Secretary of State (Angel Campa) to the American 
Ambassador in Cuba (Wright) * / | 

, | [Translation] | - 

No. 1417 , Hazana, August 17, 1939. | 
| Mr. Ampassapor: I beg to refer to Your Excellency’s note of Au- 

gust 15, related to the Embasgsy’s note No. 215 [213] of July 20 of 
this year, and to the reply to the latter which I had the honor to hand | a to Your Excellency on the 23d of the same month; “ to the subse- a quent conversations which took place in Washington between the Am- | bassador of Cuba and the Under Secretary of State of the United | States, as well as to the possible suspension of the negotiations which _ | are being carried on between both Governments with a view to agree- a _ Ing to a supplementary treaty to adjust the commercial relations be- _ tween Cuba and the United States. ae oe . 
Your Excellency states that following careful consideration of all __ 

the circumstances affecting this situation you have received instruc- oe tions to inform me that the Government of the United States fixes | | 
the 31st of August of 1939 as the date on which, in case the develop- oe 
ments indicated in your note of J uly 20 referred to above have not 
taken place, a public announcement will be made that the negotiations - 
for a supplementary trade agreement between your Government and 
mine are indefinitely suspended. __ SO oo | 

In reply to said note of August 15 I hasten to inform Your Excel- | 
lency that, although my Government still hopes that the conversations _ | 
which have been carried on between the Ambassador of Cuba in Wash- | 
ington and the Under Secretary of State of the United States have 
cleared the way to a satisfactory solution of all the problems cordially 
examined by both Governments, as likely to improve the friendly re- | 

_ lations between them and to redound to our mutual interest, in the 
face of the situation created by this new note of August 15 it (the 
Cuban Government) can only, although to its regret, limit itself to 
maintaining and reiterating the intent of its note of J uly 23d last in | 
explanation of a just, serene and unavoidable position. 

Moreover, the delay in these negotiations, the justified hope for 
their success and a legitimate anxiety on the part of Cuban and Amer- 
ican public opinion, which must be taken very much into account in 
countries of democratic institutions such as those which fortunately 
govern the constitutional life of our peoples, lead me to suggest to 

“ Transmitted to the Department by the Ambassador in his despatch No. 2314, August 17, 1939; received August 19. 
* See footnote 24, p. 531. 
* Ante, p. 534.
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your Government, in fulfillment of instructions from the President of 

| the Republic, the advisability of proceeding immediately to make 

“simultaneous declarations on the part of both Governments in which 

they would announce at once their cordial intentions contained in the 

plan of economic cooperation already agreed upon, which the Gov- 

ernment of Cuba is prepared, so far as concerns that part which de- 

volves upon it, to carry out immediately and in a formal manner.” 

My Government does not conceal its serious fear that if, unfortu- 

, nately, the difficult situation in which these negotiations now appear 

: to be, does not permit the Government of the United States to post- 

| pone the publication of its Note, there would be created—because of 

; its obligation to justify its position before public opinion—a delicate 

- situation for the Government of Cuba, which has demonstrated by acts, © 

its intention of fulfilling all the obligations which rest upon it under 

: the plan, in the confidence that the Government of the United States, 

: on its part, would not delay complying with the obligations which it __ 

| | has assumed in the course of these negotiations conducted within the 

-_ noble tradition of close friendship always existing between the peo- 

ples of Cuba and of the United States. — Be | 

Itake [ete] = | Mique, Anern Campa 

| —@11.8781/2182 So a | | 

‘The Acting Secretary of State to the Ambassador in Cuba (Wright) 

No.1091. | Wasuineton, August 25, 1939. 

| _ Sm: The receipt is acknowledged of your despatches nos. 2306 

and 2314 of August 17, 1939,*’ with reference to the note of August 17 

from the Cuban Secretary of State, concerning the possible an- 

nouncement of a suspension of negotiations for a supplemental trade 

agreement with Cuba. . a 

The Department is in agreement with the conclusion set forth in — 

the memorandum ** enclosed with your despatch no. 2314 to the effect 

‘that this Government should not accede to the suggestion for a joint 

: statement contained in the aforementioned note. There is enclosed 

herewith a draft of a note to be presented to the Cuban Secretary of 

State setting forth the reasons of this Government for rejecting this 

suggestion. You are authorized to make such changes in the wording 

of this draft as, in your opinion, appear desirable in the light of the 

local situation. | 

| Very truly yours, | Sumner WELLES 

“Neither printed. 
“Not printed. | ce
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Draft of Note To Be Presented to the Cuban Secretary of State 
. (Angel Campa) * — | | 

Excettency: I have the honor to acknowledge the receipt of Your 7 
Excellency’s note of August 17, no. 1417, in reply to my note of August 
15 in which I informed you that the Government of the United States 
had fixed the 31st of August, 1939, as the date on which, in the absence | : 
of the developments described in my note of July 20, a public an- | 
nouncement will be made to the effect that negotiations for a supple- oe 
mentary trade agreement between our two Governments have been in- | 
definitely suspended. | 

Your Excellency’s note expresses the hope that recent conversations . 
between the Ambassador of Cuba in Washington and the Under : 
Secretary of State of the United States have cleared the way to a | 
satisfactory solution of all the problems cordially examined by both 
Governments and refers to the situation created by this Government’s : 
note of August ‘15, at the same time reiterating the stand taken in | 
Your Excellency’s note of July 23. re 
Your Excellency’s note also contains a suggestion, made in fulfill- | | 

ment of instructions from the President of the Republic of Cuba, for =” 
_ the making of “simultaneous declarations on the part of both Govern- 

- ments in which they would announce at once their cordial intentions | 
contained in the plan of economic cooperation already agreed upon, | 
which the Government of Cuba is prepared, as far as concerns that 
part which devolves upon it, to carry out immediately and in a formal 
manner”, | | . | 

This suggestion implies that there is in existence an agreement for . , 
economic cooperation between the two Governments involving mutual 
obligations. I wish to reiterate what I have frequently stated to 

_ Your Excellency and to other officials of the Cuban Government to 
the effect that no agreement of this nature is in existence or could be 
arrived at until the Cuban Government shall have taken steps to 
restore its international credit, including the discharging of those | 
recognized obligations toward American citizens which have fre- 
quently been discussed with Your Excellency and which were described 
in my note of July 20. | | | 

It is only after these steps have been taken by the Government of 
Cuba that my Government will be in a position to translate into posi- | 
tive action its frequently expressed willingness to cooperate in eco- 
nomic matters with Your Excellency’s Government, the first step in 
such cooperation being a careful study of the possibilities of the situ- | 
ation and of the specific proposals which Your Excellency’s Govern- } 
ment may wish to advance. — : 

“ Presented by the Ambassador in Cuba as note No. 250, August 28, 1939.
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— ‘With reference to the penultimate paragraph of your note, I wish to 

7 point out that the obligations of the Cuban Government to which you. 

refer existed prior to the discussions last November of the possibility 

of a plan of economic cooperation between the two Governments and 

- that the binding effect. of these obligations upon the Cuban Govern- | 

oe ment could in no way have been strengthened by, or much less made 

contingent upon, the implementation of the expressed willingness of 

this Government to extend credits for a self-liquidating program of 

| public works.in Cuba or to negotiate a supplementary trade agreement. 

—_ Very truly yours, mS : . So | 

7 - 611.8781/2184 oe - | ae 

The Ambassador in Cuba (Wright) to the Secretary of State 

No. 2351 - | Hazana, August 29, 1939. | 

| oS °° [Received August 31.] 

- Sim: I have the honor to enclose herewith a self-explanatory memo- 

randum of my conversations with the Secretary of State on the 28th 

and 29th instant in connection with the delivery to him of my Note. 

No. 250, concerning the possible suspension of the negotiations looking 

toward a supplementary tradeagreement. Se | 

Respectfully yours, | - J. Butter WRIGHT 

| [Enclosure] | 

Memorandum by the Ambassador in Cuba (Wright) 

Hazana, August 29, 1939. 

I delivered yesterday to the Secretary of State at 12 o’clock our 

Note No. 250, which is textually identical with the draft enclosed in 

the Department’s instruction No. 1091 of August 25, 1939. As 

Ambassador Martinez Fraga was with the Secretary of State at that 

time, I deemed it wiser to leave these gentlemen to a discussion of the 

Note in question rather than to attempt to discuss it with them at that 

time. It was understood that we would have a further conversation 

at 11 o’clock this morning. 

. At 11 o’clock this morning I called at the Cuban Department of 

State and found that Ambassador Martinez Fraga was detained else- 

where. The Secretary said that he was compelled to observe that 

although Cuba would have fulfilled a part of her undertaking with 

us, if and when the legislation for the “Obligaciones” were passed, 

there was no indication that the Government of the United States was 

bound to fulfill her portion of the agreement: deeming it wiser to 

overlook the intimation of lack of good faith on our part contained
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- in his remark, I stated that—as had been set forth in the Note which : 
I delivered to him yesterday—there had been no question of any writ- 
ten commitment or agreement on our part, save the assurance which I 
trusted that he and his Government had always accepted that we 
would immediately undertake the examination of the public works 
project and the extension of the other means of financial support and 

_ advice. This was, however, predicated upon the fulfillment of the 
conditions enumerated in my Note of July 20. 

The Secretary said—as Batista has intimated to me many times be- 
fore—that he would have to have something to exhibit to the people 
of Cuba in return for the passage of the “Obligaciones”. He then 
handed me the attached draft of a proposed statement to the press °° in- 
tended for publication should the “Obligaciones” be passed by both 
Houses of Congress and signed by the President, and requested an 

_ expression of my opinion thereon. After reading it hurriedly, I in- 
formed him that there was no possibility that my Government would __ 
acquiesce in the statement therein concerning any agreement to con- | 
tribute toward the Stabilization Fund, and I added that the position | 
of my Government had been made additionally clear in the telegram 51 
which Mr. Welles had sent to Ambassador Martinez Fraga through 
me, and which I had also allowed the Secretary to read: I therefore _ | 
suggested that he definitively exclude from the draft those words which 
referred to such an alleged agreement. | | 

With regard to the allusion to the $50,000,000 credit, I said that I 
thought the time had come for me to inquire where and at what time 
that figure had arisen: the Secretary made the astounding reply that 
he really did not know, but that he had understood that such was the 
extent of the credits intended. I said—as emphatically as I could— 
that there was no ground whatsoever for any such figure or, for that 
matter, of any specified figures; that we had ignored its continued 
appearance in the press of Cuba because it hardly seemed worthwhile 
to deny it; but that I could state categorically that there was no | 
ground for the mention of such sum—no matter what was the origin 
of the rumor. The Secretary thereupon suggested that the figure be 
struck from the draft: I said that would be the best method of at 
last putting an end to such a rumor. 

I then said that I would have to submit the proposed draft to my 
Government which I undertook to do by telephone—stating that I | 
hoped to inform him tomorrow of such instructions as I might receive. 

I thereupon called Mr. Briggs * by telephone and acquainted him 
in the sense of the foregoing. He called me at 4 o’clock in order to 
communicate to me a corrected draft to which the Government of the 
United States would have no objection, provided that the Public 

“Not printed. | 
© Telegram No. 96, August 7, p. 540. 
* Ellis O. Briggs, Assistant Chief, Division of the American Republics.
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Works Bill were passed by both Houses of Congress and signed by 

the President. _ | | | 

He reminded me that there were other conditions specified in our 

| Note of July 20th which remain to be complied with. I told Mr. 

Briggs that I was continually aware of that fact and was convinced | 

that if and when the Bill were passed, this Government would imme- — 

diately request and expect a gesture upon our part. Isaid thatthe | 

a extension of the Export-Import Bank credits had been originally de- 

| pendent upon the passage of the Public Works Bill, but that the situ- 

| ation had become further aggravated by recent legislation to a point 

where these additional matters had been specified in my Note of July 

| 20th. I told him, however, that the Revaluation Bill now appeared to 

be taking second place, that I believed that continued representations 

which had been made by all interested parties were having some effect, 

and that there was a good chance that the measure would be greatly — 

| modified or made finally to conform to our observations; that the 

Monetary Law merely awaited the inclusion of the Regulations in an 

| amended law in order to comply without representations in the mat- 

| ter—in addition to the elimination of the retroactive feature which 

had been advocated by the interested banks; that the Tax Bill—al- 

| though not forming a part of the situation of which we had com- 

plained—constituted a serious menace to American interests but was 

understood to have already undergone the deletion of a large number 

| of its objectionable features. | oe 

In other words, these three measures might fall, largely of their own | 

weight: in view whereof I ventured to recommend that if and when — 

the Obligations were definitively out of the way, we might proceed to 

the next step, which would be the designation of an engineer of the 

| Export-Import Bank who would immediately come to Cuba to ex- 

amine the possibilities for the extension of credits for productive 

public works. I said that such elasticity of interpretation might save 

us the embarrassment of reiterated accusations of lack of good faith 

and that I believed that such an undertaking would not necessarily 

commit us to definite action, unless or until the other requirements had 

been fulfilled by Cuba. 
Mr. Briggs stated that the suggestion was worthy of consideration 

and that it would be immediately taken under advisement. 

. : | J. Bl uruzr}] W[riext | 

611.3731/2136 | 

The Ambassador in Cuba (Wright) to the Secretary of State 

No. 2353 Hazana, August 30, 1939. 
[Received September 1.] 

Grr: Ihave the honor to enclose herewith a self-explanatory memo- 

randum of my conversation with the Cuban Ambassador to Washing-
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ton concerning the possible announcement of the termination of nego- - 
_ tiations for a supplementary trade agreement. | Oe 

Respectfully yours, J. Botrtzr Wricutr 

| _ [{Endlosure] | | | a , 

Memorandum of Conversation, by the Ambassador in Cuba (Wright) 

7 oe - Hapana, August 30, 1939. 
The Cuban Ambassador to Washington called upon me today. He 

stated that yesterday he had had a long and spirited conversation with - | 
Colonel Batista, at which he was accompanied by Sefior Amadeo : 
Lopez Castro.** In the course of this conversation, Dr. Martinez 7 
Fraga stated that he had given a résumé of the entire situation, to- 
gether with an expression of his opinion as to the inevitable results. 
He himself had set the date of September 7th as the earliest date upon | 
which his Government could safely count on the necessary two thirds 
majority for the passage of the “Obligaciones”: it is therefore pur- | 
suant to his recommendation that the Senate has been convened for | 
that date. He said that one of the reasons for the selection of this date | 
was that Senator Pujol had only left last night in order to get into 
touch with Senator Font wherever he may be and to bring him back © 
with him to Cuba (giving him the necessary assurances in connection 
with the incident which caused his sudden departure from Cuba). | 

The Ambassador said that he considered this to be the very last effort | 
that he would make in this connection and then proceeded to outline to 
me his present position. He said that he had inquired of Colonel 
Batista whether it could be considered a fair return for his ceaseless ef- 
forts to accomplish the passage of this legislation, to request that he , 
remain on as Ambassador to the United States when he had every 
reason to believe that if he registered as a candidate with the Constitu- | 

_ ent Assembly he could be elected (and if not to the Constituent Assem- 
bly to the Senate). Today, however, is the last date permitted for the 

_ Tegistration of candidates for the Constituent Assembly. Hesaidthat _ 
he was informed in reply that he should not think of relinquishing his 
present post and therefore he would not submit his name as a candi- 
date—in the hope that the Senate would on September 7th pass this 
legislation. He asked that Mr. Welles be informed of all of the fore- 
oing. Oo a - . | 

| I then showed him the text of the announcement which we proposed 
to make on the mornitig of September 1st (see the Department’s in- 
struction No. 1089 of August 23, and telegram No. 100 of August 
"Cuban Secretary of Agriculture. _ | | 
“ Not printed ; it transmitted a copy of the announcement which the Department proposed to release on August 31 regarding an indefinite suspension of negotia- 

tions for a supplementary trade agreement ( 611.3731/2130). :
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——-- 99 55) : T did not give him a copy but I said that I proposed to communi- 

cate it to the Secretary of State tomorrow (August 31). The Am- _ 

a bassador asked whether I thought it might be possible to postpone this — 

- announcement in order to await the developments on September (th. I _ 

said that I would refer his inquiry to Mr. Welles, but that I felt abso- 

lutely certain that we could no longer postpone the date of this an- 

a nouncement—which had already been postponed in the hope that the 

| bill might be passed. The Ambassador then said that it would be wise 

to make a similar announcement here at the same time, which would | 

closely follow the announcement to be made by the Department: I read 

to him, in reply, the last paragraph of the Department’s instruction — 

, No. 1089 of August 23, and stated that he would observe that my Gov- _ 

ernment had foreseen such a desire on the part of the Cuban Govern- 

a ~ ment and had stated that it would be desirable that such action be taken 

- gimultaneously. ‘The Ambassador then stated that the phraseology of — 

the last sentence of the proposed statement for the press left the door 

open for the resumption of negotiations which he earnestly hoped 

might be the case, as it was the intention of his Government to con- 

, tinue its pressure for the passage of the bill: I replied that I have 

every reason to believe that such was the idea of the Department in 

adopting that phraseology. | an oe 

_ The Ambassador said that, in such case, he assumed that facilities 

| would be afforded for the proposal of items, etc., that had not been 

~ advanced before: I replied that I had no knowledge as to what forms 

such negotiations might take, but that he was doubtless aware that 

| it would entail the reopening of the entire procedure before the Com- 

mittee on Reciprocity Information. He replied that he did. _ 

I then mentioned to him the matter of the statement to the press — 

to which the Secretary of State had referred in his conversation with | 

me yesterday : the Ambassador replied that he greatly regretted that 

he had not been able to be present at that meeting because he con- 

sidered the proposal to be inopportune and not founded upon facts: 

in fact, he volunteered the information that the Secretary knew very 

little about it! In order to make our position clear, I stated that it 

| would have been impossible for us to agree to any notice which in- 

- cluded reference to the United States’ contribution toward the Sta- 

bilization Fund, or to any statement which specified the sum of 

$50,000,000 as having been agreed upon: the Ambassador replied that 

such was, of course, the case and that he very much regretted the 

proposal. I stated that as the proposal had been submitted to me, 

and by me to my Government, I had now received the draft of a 

proposed notice to which my Government would interpose no objec- 

tion, provided it were clearly understood that the reference to the 

Supplementary .Trade Agreement is, of course, contingent on 

Not printed, : :
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_ whether or not these negotiations are suspended as of September 1st. | 

He said that he believed that no further attention should be paid to | 
the proposal: I replied that I was under obligation to the Secretary 
of State to make some reply: therefore I requested him to inform © 
the Secretary of State to the above effect (he stated that he was on 
his way to the Department of State after leaving the Embassy) and : 
further to inform Dr. Campa that I would communicate with him 
tomorrow. | : . 
I communicated the foregoing by telephone to Mr. Welles who 

confirmed our position in the matter. I therefore intend to hand to 
the Secretary of State tomorrow (August 31st) a copy of the state- 
ment to be released on the morning of September 1st for publication _ 
in the papers ofthe afternoon ofthatdate. = = | | | 

At 5 o’clock Mr. Welles telephoned me stating that Martinez Fraga 
had sent a message by telephone to him through the Cuban Embassy 
stating that the situation was of great delicacy and danger and of | 
great importance to him, assuring him that final and favorable action | 
would be taken on September 7th and asking him to postpone the 
announcement of the suspension of negotiations until after that date. 
Mr. Welles stated that he had requested the Embassy in reply to 
inform the Ambassador that while he greatly regretted the circum- 
stances to which the Ambassador had alluded, he found it impossible 
to consent to a further postponement of this announcement which had 
already been postponed: he ventured to believe that the announce- | 
ment might strengthen the Ambassador’s hand. Mr. Welles requested 
that I get into immediate touch with the Ambassador and give him 
the same message. | | | 

At 6:10 I succeeded in finding the Ambassador and conveyed the 
foregoing message to him: it apparently reached him before the mes- 
sage through the Embassy in Washington, for he seemed surprised. 
He said that he hoped that the decision would strengthen his hand 
but he very much doubted it. , 

611.3731/2138 - 

_ Lhe Ambassador in Cuba (Wright) to the Secretary of State 

No. 2356 | Hazana, August 31, 1939. 
| [Received September 5.] 
Ste: I have the honor to enclose herewith a self-explanatory mem- 

orandum of my conversation with the President today, in which I in- 
formed him of our compliance with his request that the date of the 
announcement of our intention to suspend further negotiations for 
the supplementary trade treaty be further extended until September 

. §9th—together with certain observations advanced by the President 
in connection with other matters relative thereto. 

Respectfully yours, J. Butter WRIGHT
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| | [Enclosure] | | oe 

Memorandum of Conversation, by the Ambassador in Cuba (Wright) 

| At 9 o’clock this morning I received a telephone message from the 

Cuban Department of State asking if I might call upon the Secre- 

. tary before the regular hour on diplomatic reception day: I replied 

that I would go to see the Secretary at 10 o'clock, which I did. 

The Secretary asked me whether I was not perturbed by the situa- _ 

| tion which was about to be created : I inquired whether he meant the _ 

European situation: He replied that that was bad enough, but he 

thought that our proposal to announce tomorrow the suspension of _ 

negotiations for the supplementary trade agreement was fraught with 

very serious consequences not only for Cuba but for relations between 

| our countries: I said that, with all consideration for his views, I did 

not share his opinion, for our action was intended to put an end to 

indefinite and repeated delays and postponements and that I felt con- 

strained to observe that his Government had had ample opportunity 

| for the consideration of this matter since the delivery of my first Note 

on July 20th last. I said that I had delivered a message of the same 

import to Ambassador Martinez Fraga yesterday,®* conveying, at Mr. 

Welles’ request, a message from Mr. Welles to the Ambassador in an- 

swer to a telephone message which the Ambassador had sent through 

the Cuban Embassy in Washington, in which Mr. Welles had stated — 

that he regretfully had reached the conclusion that further postpone- _ 

| ment was impossible. The Secretary said he was aware of this mes- 

' gage. | , : 

The Secretary then said that he requested in the name of the Presi- 

dent of the Republic that this decision be postponed until Saturday - 

| the 9th of September, and he added that if it were ‘necessary he (the 

Secretary) would appear before Congress and explain to the mein- 

bers the situation. I replied that in view of the fact that this request 

came through him from the Chief of State my only alternative was 

to transmit it immediately tomy Government, which I undertook to do. 

At 11 o’clock (Habana time) I informed Mr. Welles thereof andI 

stated, in order to aid him in any position he might make, that I 

believed that at last this Government was thoroughly frightened 

and had become aware of the effect upon Cuba’s economical and finan- 

cial position which would inevitably arise from continued disinclina- 

tion to meet this recognized obligation and the resultant necessity that 

we should announce the suspension of the aforementioned negotia- 

tions: therefore we were in a much stronger position than before and, 

furthermore, the efficacy of subsequent representations on our part 

would depend largely upon the consistency with which we maintained 

our position in this matter. I said that on the other hand, however, 

° See supra. |
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we should have to face the probability that, in case of a European war 
which seemed so imminent, Cuba would obtain a higher and prac- 

_ tically limitless market for her sugar which might change certain 
aspects of the situation entirely. I said further that a friendly Cuba— 

_ perhaps achieved by reasonable elasticity in this matter, might. be of | 
greater value to us than an antipathetic Cuba—possibly brought 
about by insistence upon the letter of the agreement. Mr. Welles 
stated that he would think it over and call melater. _ | 
Meanwhile the Embassy was informed that as a direct result of our | 

insistence that the provisions of the treaty be observed with regard to 
the exportation of pineapple slips, the long-standing matter of the | 
exportation of 2,000,000 of these slips to Puerto Rico was satisfactorily 
settled. From what we have been able to learn from all sources, a 

_ satisfactory solution of this treaty obligation would not have been | 
achieved otherwise. oo | | 

At 2 o’clock (1 o’clock Washington time), Mr. Welles called me and 
stated that in view of the source of this latest request and of his high | 
regard for the President, he could not do otherwise than accede thereto, , 

_ With the understanding, however, that the postponement of : 
the date of the announcement of our intention to suspend negotiations : 
would be extended until September 9th, and that my Government 

_ would find it impossible to agree to a further postponement. As the . 
Secretary of State had asked several times in the interim whether 
I had received a reply, I deemed it advisable to inform him in the 
sense of the above and to request, through him, an interview with the | 
President, in order to avoid any possible inference on his part that 
I had been instructed or desired to deal with the President behind | 
the Secretary’s back. An appointment was made for 5:15 o’clock. 

__ At that hour I saw the President who was very cordial and seem- | 
ingly unconcerned. I delivered the message orally as above de- 
scribed: he requested me to inform Mr. Welles not only of his high 
regard, but also of his appreciation of the attitude which he had as- : 
sumed. He said nothing about the latent dangers of the situation, but 
he stated unequivocally that his Government would do everything in 
its power to secure the passage of this legislation by both Houses on 
the 7th. oO 

I improved the opportunity to remind him that, although such ac- 
tion would be a great step forward, there were certain other points con- 
tained in my note of July 20th upon which the fulfillment of the 
entire program of assistance and cooperation were dependent. I 
asked whether I might again bring them to his recollection in order 
that there may be no misunderstanding: he replied that he would be 
glad to hear any observations that I had to offer. 7
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| I first cited the Morris Claim. The President replied that this was, 

of course, an acknowledged debt of the Cuban Government based up- 

on a ruling of the Supreme Court, but that the determination of the | 

fnal amount must depend upon the examination which Dr. Cataya ~ | 

was conducting and the results of his conferences with the representa- 

tives of the claimants. Our ground as to the final amount of this _ 

claim is so uncertain and we have so little information as to what the 

claimants would actually accept that I deemed it wiser to pursue this 

| subject no further. I had in mind, however, the suggestion made by 

-- ‘Martfnez Fraga to Mr. Welles that if and when the “Obligaciones” 

| Bill is passed, a request might be made of Warren Brothers and Purdy 

- & Henderson *’ that they might accept a very small portion of the 

second issue of the bonds in order to permit the payment of the Morris 

Claim with bonds of the original issue. I did not mention this, how- 

ever, nor do I believe this method of settlement would necessarily be 

practicable or acceptable. | 

I recalled to his attention the undertaking that he had given me that 

the Regulations under the Monetary Law would be embodied in that 

Law. The President replied that a provision to that effect was in- 

cluded in the Tax Bill. I did not discuss with him the point as to 

whether such was the proper place for it to appear, but I infer that —_ 

this expedient is intended to overcome the necessity of remedial legis- | 

lation directed to this point alone. a 

I then referred to the Tax Bill—improving the reference which the 

President had made thereto and I said that, although I had understood 

that many of the features of the bill which had been deemed objection- 

able by certain interests, both Cuban and American, had been elimi- 

nated, there still remained provisions which were in conflict with the | 

Reciprocal Trade Treaty. He appeared visibly interested at this ob- 

servation and asked whether I could indicate which they were: I re- 

plied that I had that day addressed to the Secretary of State a mem- 

orandum concerning the proposed tax of six percent on money ex- | 

ported from the country, and that I had recalled to the attention of 

the Secretary of State the attitude which we had taken regarding a 

similar proposed tax in 1937,°* on the same grounds. The President 

stated that it might be helpful to know the points in the Tax Bull 

which we considered at variance with the Treaty: I replied that I 

would immediately follow this suggestion and would submit to the 

Secretary in due course a memorandum to that effect. 

I then referred to the Revaluation Bill and said, quite frankly, 

that Ambassador Martinez Fraga had acquainted me with the general 

program to be followed: 1. e. that the matter would be discusssed in 

5 See section entitled, “Assistance of the Department of State in Efforts to Se- 

cure a Settlement of the Cuban Public Works Debt,” pp. 522 ff. 

8% Correspondence not printed.
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the House as a result of which amendments would undoubtedly be sug- 
gested which would necessitate discussion by the Joint Committee of 
the House and Senate; that the President will then view the situation 
in the light of all the existing circumstances and may be able to indi- | 
cate his opinions either by suggested compromise or, in the last : 
analysis, by veto. The President said that that was exactly his inten- 
tion and that he was reserving his decision until that time—when he 
would give the matter his close attention and would decide matters 
according to his best judgment. I asked him whether he recalled the | 

_ observations which the Chamber of Commerce had had the honor to 
present to him with regard to the Tax Bill: he said that he did and 
that he thought it was an admirable document. I asked him whether — 
there had been brought to his attention the observations by the Ameri- | 
can Chamber of Commerce and other sources and individuals, concern- 

_ ing the Revaluation Bill: he replied in the affirmative. I asked him | whether he had seen the memorandum which our Department of State - 
had informally communicated to Ambassador Martinez Fraga onthe 
date of the latter’s departure from Washington and which Martinez 
Fraga had translated for Colonel Batista: he replied that he had not, 
I said that I would either request Ambassador Martinez Fraga to _ 
supply him with a copy of the translation or, if it might be understood | 
that I would do so unofficially, I would undertake to do so myself : he | replied that he would give it immediate attention. _ 7 

: : J. Blotter] W[rtcut] 

837.51/2502 Oo . - | 
Lhe Ambassador in Cuba (Wright) to the Secretary of State 

No. 2475 Hapana, October 17, 1939. 
[Received October 18.] 

Sir: Supplementing my telegram No. 127 , of October 16,4 p.m. I | 
have the honor to report that the President’s veto of the bill to liquidate 

_ the moratoria was sent to the Congress with the following message 
(translation) : 

“In exercising a constitutional power by returning to the Congress, with my observations, the bill to liquidate the moratoria, I declare that this act does not involve anything which affects the respect and obedi- ence due to the legislative power, or the ties of consideration and close affection which bind me to the authors of the bill, and especially to Colonel Batista, who was the initiator of the fundamental idea which — the Congress carried out in, according to my judgment, a mistaken manner. 
“The Legislative Power, in exercise of its prerogatives, has voted what it believes should be an adequate solution. 

Not printed. 
2938005736
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“The Executive Power, likewise in exercise of its prerogatives, has 

, vetoed the bill. | - So, 

“Tt is now up to the Congress of the Republic to reconsider or to 

) accept my veto. _ : | cee : 

“Tf it does the first I shall adhere to the legislative decision lke a 

ss man respectful of the law. If it does the second I shall be prepared 

to cooperate within my powers toward a solution of the difficulty which 

faces us, offering the poor gift of my experience and my will to the 

service of the Republic.” . a OO 

Colonel Batista said to reporters, after reiterating his attachment. 

, to the President: ee oe | 

_ “Jt is up to the Congress now to decide, and I hope that it will decide 

as quickly as the seriousness of the matter demands. Congress also 

| can make use of its prerogatives, and the President—of this I am 

| sure—will be as respectful of the exercise of that right by the Congress 

as the latter is of the right exercised by the head of the nation. , 

_ “Ag far as I am concerned I shall respect those decisions, maintain- 

ing as I have said before, the same opinion and the same will ashere- 

tofore.” | i | Be 

| | A part of the press states that Colonel Batista hasalready taken 

| steps to endeavor to induce the Congress to override the President’s 

veto. It is not generally believed, however, that proponents of the 

| bill have a two-thirds majority in both Houses of Congress and there 

is a good deal of doubt, therefore, that an effort actually will be made 

| _ to override the veto. | , | 

| If the bill is not to be passed over the President's veto, there are two 

| possible courses open to the Congress: (1) to endeavor immediately to 

| pass a bill which will be more pleasing to the Executive Power, or (2) 

to postpone a solution of the question by the enactment of legislation 

| which would further delay mortgage foreclosure proceedings until 

such time as the problem can be adequately dealt with. From the 

point of view of Cuba’s credit, of course, it is preferable that the prob- 

lem be solved at once. 

As stated, both the President and Colonel Batista have made it clear 

that the former’s veto of the bill does not involve any estrangement 

between the two. Last night they and their wives, together with the 

Secretary of State and Mrs. Campa, attended the opera together, and 

their photographs, taken in a box at the National Theatre, adorn the 

front pages of this morning’s press. | 

- Respectfully yours, J. Butter WricHt 

«887.51 /2526 TT | 

The Cuban Ambassador (Martinez Fraga) to the Under Secretary 

of State (Welles) 

Wasuineton, November 30, 1939. 

DisTInGcuIsHED Unprr SEcRETARY AND Frrenp: In accordance with 

| the confidential conversations which I had the pleasure of having with
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_ you shortly before going to Habana on the nineteenth instant, I take 
pleasure in advising you that I discussed, in Cuba, with the Honor- 
able President of the Republic and the Secretary of the Treasury the 
possibility of initiating, with the friendly cooperation of the Govern- 
ment of the United States, the opportune negotiations which would 
enable the Cuban Government to solve the urgent and extremely grave 
problem represented by the depreciation of its national currency. | 

As I stated to you in the course of the conversations referred to 
above, the depreciation of the Cuban peso continues and frequently 
becomes worse, in spite of the measures and provisions, many of them 
risky, adopted and put into force by my Government. __ | 

_ It is unnecessary to point out here the dangerous repercussions | 
_ which such an anomalous situation has on the economic and financial | relations between Cuba and the United States. §.——~ | 

The experts believe that, if the depreciation is not remedied with- 
out loss of time, it will become endemic and, complicated by inevitable | 
phenomena of lack of. confidence, speculation and general economic 
insecurity, may nullify the generous efforts which our two Govern- oo 
ments, in felicitous agreement, are realizing in other important fields. . 

The exceptional and difficult nature of the monetary depreciation,  __ 
aggravated in the case of Cuba by the nonexistence of a central gov- 
ernment bank which could prevent it in an adequate manner, explains, | 
perhaps, the failure of the numerous attempts and heroic measures 
by means of which my Government has sought to solve so complex a 
problem. | | | 
Taking advantage of the cordial personal promise which you were - 

good enough to make me in the sense of considering and studying — 
confidentially the possibility of giving to Cuba the technical, and, _ 
should occasion arise, monetary cooperation which will permit the 
establishment of what, in the opinion of all the experts, is the basis 
of the solution, that is to say, a solid Stabilization Fund, and, com- 
plying with the confidential instructions of my Government, I take | 
the liberty of enclosing a memorandum explaining what, in our 
opinion, might serve as a guarantee for the lending operation on 
which, naturally, must be founded the monetary cooperation to which _ 
I have just referred. , 

_ Equally substantial and important as this latter aspect of the solu- 
tion, without doubt, is the advice or plan which the experts in the 
service of the Government of the United States might offer and sug- 
gest for the purpose of creating the Stabilization Fund. : 

I, therefore, reiterating each and every one of the reasons of various 
kinds, which I have personally set forth to you on former occasions, | 
respectfully request that, if it be possible, you consider the request 

® Not printed. : |
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of the Government of Cuba that this letter formulates, and submit 

: the possibility of this urgent collaboration to the competent author- 

ities and experts concerned, thus adding one more to the long list-of 

generous services and invaluable proofs of friendship offered by the 

Administration of President Roosevelt and by you to my country. 

You will note that the enclosed memorandum only describes the 

history, nature, and status of the possible guarantee for the previously 

mentioned lending operation. Purposely, we do not even suggest — 

| the general lines of a plan for the desired Stabilization Fund because _ 

we wish the experts, whose authority is universal, on whom the Gov- 

ernment of the United States relies, to be the ones who, by means of 

their valuable advice, shall determine at least the broad bases of the 

plan which it would be appropriate to follow. rr 

Please accept. [etc. ] | a Martinez FRAGA 

SUPPLEMENTARY TRADE AGREEMENT BETWEEN THE UNITED 

- _ “STATES AND CUBA, SIGNED DECEMBER 18, 19399" 

—- 611.8781/2140° | . | a OO a 

‘The Secretary of State to the Cuban Ambassador (Martinez Fraga) 

Be — Waserneron, May 24,1989. 

Excentency: You will recall that pursuant to conversations with 

| officials of your Government which established a mutual readiness to 

undertake the negotiation of a supplemental trade agreement between 

| the United States and Cuba, there was issued by my Government on 

November 30, 1938 a public announcement * of intention to negotiate 

| such an agreement, together with an accompanying list of products, 

the text of this announcement and list having previously been shown 

to you and having received your concurrence on behalf of your 

Government. | | 

The public hearings scheduled by this announcement were duly held 

in Washington on January 3 and 4, 1939, and thereafter the appro- 

| priate Departments of my Government have been engaged in making 

the customary studies of the information received orally and in writ- 

ing as a result of the announcement in question. These studies having 

been sufficiently completed, I now have the honor to submit, in the 

form of the memorandum which is enclosed, the proposals of my 

| Government with respect to the modification and amplification of the 

“ for consideration of possible suspension of negotiations for this supplemen- 

tary trade agreement because of difficulties in other matters, see section entitled 

“Discussions Regarding a General Program of Economie Cooperation Between 

- the United States and Cuba,” pp. 530 ff. passim. For previous correspondence, 

see Foreign Relations, 1938, vol. v. pp. 472 ff. 

. ®@ Department of State, Press Releases, December 3, 1938, pp. 398-400. 

® Not printed.



| — CUBA . | 909 

provisions of Schedules I and II of the existing trade agreement | 
between our countries which it is the purpose of the projected supple- 
mental negotiations to effect. | 

Studies are also being made at the present time of certain questions 
related to.the general provisions of the existing agreement, as well as 
of certain special problems affecting the trade between our countries. 
Upon the completion of these studies at an early date it is anticipated 
that certain further proposals respecting these matters will be formu- 
lated and that such proposals will accordingly be communicated to you 
in the near future. | ee 

_ In the formulation of the proposals relative to Schedules I and II 
of the existing trade agreement, account was taken of the views of | 
your Government as communicated in Your Excellency’s note of Feb- 
ruary 16, 1939,°° the receipt of which was acknowledged on March 4, 
1939. With respect to the list of products set forth in your note | 
under reference, as being those on which your Government desired 
concessions in the proposed supplemental trade agreement, it is noted . 
that the concessions proposed in some instances constitute simply a re- 
affirmation of concessions already provided in the existing trade | 
agreement. Since it is proposed to negotiate simply a supplemental 
agreement which will leave the existing agreement undisturbed except | 
in respect of those specific provisions which may be the subject of | 
modification in the proposed supplemental agreement, it is manifestly 
unnecessary to provide specifically for the continuance of existing | 
concessions. oo : oo | 

With respect to the remaining products mentioned in this connec- 
tion on behalf of your Government, I must point out that in my Gov- 

_ ernment’s public announcement of November 30, 1938 regarding the 
proposed negotiations, which as I have mentioned was previously 
brought to your attention, it was stated that, unless further announce- 
ment were made, consideration of changes in import duties applicable 

_ to Cuban products imported into the. United States would be con- 
fined to products enumerated in a list which accompanied the announce- 
ment in question, which was also brought to Your Excellency’s atten- 
tion. In order therefore to consider the possibility of granting new or | 
additional concessions on products mentioned in Your Excellency’s 
note of February 16 but not included in the list published by my Gov- 
ernment on November 30, it would be necessary for my Government 
to issue further public announcement listing such products, to hold 

_ additional public hearings, and to await the subsequent completion of 
_ the necessary studies by the appropriate Government Departments. _ 

Since this would necessitate an extended deferment of the conclusion 
of the proposed negotiations for a supplemental agreement, and | 

“ Signed at Washington August 24, 1934, Foreign Relations, 1934, vol. v, p. 169. 
“Not printed.
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| since it is presumed that in the view of your Government as 

: well. as of mine the expeditious conclusion of these negotiations 

is to be desired, the proposals formulated on behalf of my Gov- 

| - grnment and communicated herewith are confined, with reference to 

those affecting rates of import duty in the United States, to products 

a included in the published list which accompanied my Government’s 

announcement of November 30, 1938. | ae 

, Tn this connection I wish also to acknowledge the receipt of Your 

Excellency’s further note of April 18, 1939,° with its enclosures, 

| _ yequesting a reduction in the duty imposed on imports of fresh, chilled, 

| and frozen beef into the United States from Cuba, and to state that 

your Government’s request has had our sympathetic consideration, but 

that for the reasons aforesaid it 1s not deemed practicable to include 

this matter within the scope of the present negotiations. | 

| Accordingly, the proposals of my Government respecting rates of 

import duty in Cuba, set forth in the enclosed memorandum,® are 

limited to .a moderate list of requests considered by my Government 

to be a fair equivalent for the proposed additional concessions for 

a the benefit of Cuban products imported into the United States, also 

get forth in the enclosed memorandum. , | 

It may be noted, with respect to sugar, that the quantity of Cuban 

| : sugar which may enter the United States, and the amount of such 

sugar which may enter in the form of direct-consumption sugar are 

now determined. by the quota provisions of the Sugar Act of 1937." 

The announcement which was issued by my Government in connec- 

tion with the public notice of intention to negotiate the supplemen- 

tary agreement, in referring to the limited character of the proposed 

negotiations, stated that in the case of sugar consideration would be 

given to a further reduction of the import duty on Cuban sugar. It 

is not possible, therefore, to give consideration to the request of the 

Cuban Government for an annual sugar quota of 2,000,000 tons, of 

which 22 percent may enter the United States in a refined state. | 

The proposals contained in Your Excellency’s note of February 16 

| | relating to suggested changes in the general provisions of the exist- 

: ing trade agreement, including the question of a definition of the term 

“dumping”, and for an addition to the note on pharmaceutical prod- 

ucts which is to be found in Schedule I of the existing agreement, as 

well as the proposal made in Your Excellency’s note of April 5, 

| relative to Article XI of the existing agreement, are receiving atten- 

tive consideration, and my Government’s views on these matters will 

be communicated to you in connection with its proposals relating to 

* Not printed. | 
* Approved September 1, 1937; 50 Stat. 903. .
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__ the general provisions and other special problems, which, as I have 

said, are expected to be ready for transmittal at an early date. | 
Accept [ete.] For the Secretary of State: 

- Francis B, Sayru 

611.8731/2041 _ | | 
Lhe Cuban Ambassador (Martinez Fraga) to the Secretary of State 

-_[Translation—Extract *] a - 
BS Wasuineton, May 25, 1939. 

_Excennency: | a - 

10. I beg Your Excellency to accept the expression of my apprecia- __ 
tion for the note to which I now reply. That note, with its enclosures, , 

_ has been transmitted to my Government by the most rapid means. 
11. While my observations may not prejudice the definitive reply 

of the Government of Cuba to the proposals made by Your Excel- | 
lency’s Government, I consider it an elementary and urgent duty to 
clarify certain points noticed in your note of the 24th instant. | | 

12. In effect, Your Excellency kindly refers in the first paragraph | | 
of the said note—paraphrased in paragraph one of this note—to the | 
circumstances that both the text of the notice of intention to negoti- 
ate, published on November 30, 1938, and the attached list of products | 
which would be the object of hearings were previously shown me and 

_ ‘that both obtained the expression of my concurrence [acuerdo] ® on : 
behalf of the Government of Cuba. | Oo | 

18. I beg Your Excellency to permit me to recall, in my turn, that | 
in the numerous conversations held by the respective officials of our 
Governments and, particularly, in those which took place during the 
first weeks of the month of November 1938, the names of the products | | 
included in the above-cited list:and other products, particularly small 
fruits and meats, were mentioned and considered. When, on Novem- 
ber 29, the text of the notice of intention to negotiate and the annexed 
list of products were communicated to me, I limited myself to recelving 
the list and to stating that I would personall y forward it to my Govern- 
ment, without expressing or being able to express any concurrence 
or lack of concurrence. I do not know whether the English word 
“concurrence” which Your Excellency uses in the paragraph of your , 
note which I am now examining, possesses a meaning different from _ 
that expressed by acuerdo. The only action which I should or could 
have made on the occasion in question was of a material order: to 

“The omitted paragraphs numbered 1 to 9, inclusive, acknowledged and re- 
capitulated the note of May 24 to the Cuban Ambassador, supra. 

“ Brackets appear in the file translation.
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| receive the documents which were kindly offered me for the purpose 

of transmitting them to my Government. — OS 

144, Those documents and their content merely constituted the first 

| formal manifestation of the conversations held until that time between — 

the officials of our respective Governments, but they could in no way — 

signify a basis of negotiation so inflexible as to prohibit my Govern- 

- ment from proposing on its side, as it did in the list attached to my 

note of February 16 of this year,” other modifications or amplifica- 

tions supplementing the Trade Agreement of 1934. Oe 

| 15. To suppose the contrary would lead us to one of these two absurd 

situations: @) a pact (a unilateral pact for the reason which I shall 

) set forth below) was practically effected between the officials of our 

| respective Governments who had conducted the preparatory conversa- 

tions on these negotiations and, accordingly, necessity for negotiation 

| would vanish; or 0) one of the High Contracting Parties, Cuba, ac- 

cepted (unilaterally, for the reason which I shall set forth below) 

without the indispensable public hearing, analogous to that. which 

the Government of the United States arranged to hold, certain con- | 

. cessions from among all those mentioned and considered in the prepar- 

atory conversations. | | So 

16. The unilateral element to which I refer twice in the above para- 

| graph is obvious because the repeated queries made by officials of the 

7 Government of Cuba of the officials of the Government of the United 

States relative to the concessions which this latter Government would 

- naturally request of that of Cuba, as a just equivalent of those which 

might be granted Cuba, received always as sole reply the statement 

that a request would be made “for a quota for rice, the product of the 

soil of the United States and something else”. | - 

| 17. As a result, the list of products published on November 30 by 

| the notice of intention to negotiate did not constitute and could not 

constitute for the Government of Cuba or for the Government of the 

United States a barrier which would exclude future and more or less 

ample reciprocal proposals of modifications or amplifications by the 

said Governments to the existing Trade Agreement of 1934. 

18. A rapid examination of the list of products of the soil and of the 

industry of the United States which Your Excellency so kindly 

attached to the note to which I now reply, and which contains the 

modifications and amplifications requested by your Government of 

that of Cuba in the Cuban customs duties on imports constitutes the 

best argument in favor of what I have just stated, because, in addition 

to including a request for a Cuban quota of 90,720,000 kilograms for 

| American rice and a customs reduction for this product which replaces 

the present duty of 1.85 by another of 0.86, it adds twelve requests for 

2 Not printed.
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customs reduction and other requests relative to certain exceptions | 
from duties and other substantial changes. = | 

Finally, as is easily noted, both Your Excellency’s Government and | 
my Government—in officially formulating their respective proposals, 
the former in the note to which I now reply and the latter in my __ 
note of February 16—have both held the just and correct opinion of 

_ considering the preparatory conversations on these negotiations and | 
_ the internal acts effected by each Government for the sake thereof to 

be mere bases of negotiation which in no way limit or could limit the 
field of their reciprocal proposals. | | 

19. I trust, Excellency, that the remarks which I respectfully take 
_ the liberty of including in this note will happily clarify apparent’ 

contradictions and assist in the success of the negotiations which now 
occupy us. 

20. I take special pleasure in advising Your Excellency that my 
Government has seen fit to provide that these negotiations, instituted 
by me in this capital, shall continue, as regards Cuba, under my charge 
and care. | | | 

I take [etce. ] | Martinez FRAGA 

611.8731/2141 | | 

—  - Lhe Cuban Chargé (Baron) to the Secretary of State 

| : : [Translation] | | 

| | Wasuineton, July 20, 1939. 

EixcenLency: With reference to this Embassy’s confidential note 
_ dated May 25 last I have the honor to write to Your Excellency to | 

inform you that my Government has been pleased to give me the 
pertinent instructions that I might reply to the confidential note dated 
the 24th of that month in which Your Excellency was good enough to 
submit for the consideration of the Government of Cuba, in the form 
of a memorandum, the proposals of the Government of the United 
States relative to the modification and amplification of Schedules I 
and II of the existing Trade Agreement of 1934, and, further, to 
explain the reasons which oblige your Government to decline to discuss, 
almost in their entirety, the proposals contained in the memoranda 
enclosed with this Embassy’s notes of February 167 and April 
13 * of this year. 

The Government of Cuba has studied with the greatest attention 
and with the keenest desire to reach an agreement advantageous to 
the Republic and to the United States the text of the counter-proposals 
and explanations communicated in the aforesaid note of May 24. 

The Government of the Republic has given particular consideration 
to the fully grounded statements according to which Your Excellency 

* Not printed.
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defines the intention of your Government to negotiate a limited com- 

mercial adjustment which, necessarily, places outside the scope ofthese 

negotiations a good part of the Cuban proposals contained in the mem- 

| oranda enclosed with this Embassy’s notes of February 16 and April 

i ~18last. 
_ Notwithstanding the disappearance of the specific reasons for ur- 

gency which, eight months ago, made it advisable to reduce as much 

as possible the scope of the contemplated changes in and additions 

to Schedules I and II of the existing Trade Agreement, my Govern- 

ment agrees in the circumstances with the restrictive view maintained 

by Your Excellency in your note of May 24 and, desirous of contribut- 

ing without delay to the greatest success of these negotiations, amends 

| the point of view maintained in this Embassy’s note of February 16 

and, for the time being, abandons its firm intention of negotiating a 

full and comprehensive adjustment of those Schedules, an adjustment 

| | which it believes, and desires so to declare, is urgently necessary for 

the greatest stability and the greatest real and reciprocal benefits from 

- the contractual arrangement regulating trade relations between our _ 

respective countries. — | 

The Government of the Republic further desires to put on record 

that it sincerely trusts that it may be possible in the near future, and 
with the cordial and friendly cooperation of Your Excellency’s Gov-. 
ernment, to transform into a satisfactory reality the proposal men- 

tioned in the foregoing paragraph. . | 

: The amendment of the full and comprehensive view given in this 

Embassy’s notes of February 16 and April 13 and the proposals con- 

tained therein requires, in my Government’s opinion, in order that the 

course of the present negotiations may be efficiently directed, a limited 

| formulation of its proposals which now, of course, must meet the re- 

stricted point of view maintained by Your Excellency’s Government 

and which, as stated above, the Republic’s Government shares and ac- 

cepts in the circumstances. , 

In accord with this restrictive view, my Government, considering 

all its proposals contained in this Embassy’s notes mentioned above not 

to have been formulated, considers the products of the soil and industry 

of Cuba and of the United States specifically mentioned in the enclosed 

memorandum 7° to be matter open to discussion and negotiation for 

the purpose of modifying and amplifying Schedules I and II of the 

existing Trade Agreement of 1934. 

The Government of the Republic wishes to state that it considers 

the proposals relative to Cuban sugar and tobacco, formulated in the 

above-mentioned notes of this Embassy and contained in Your Excel- 

lency’s note of May 24, to be measures to repair damages and changes 

suffered in the customs situation and [to produce] * the legitimate 

*® Not printed. 
- Brackets appear in the file translation.
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benefits guaranteed the said products of Cuban soil by the existing 
Trade Agreement, as a result of legal modifications of an internal order 

_ which occurred in the United States in 1936and 1937. — 
The character of just reparation possessed by the Cuban and Amer- 

ican proposals relative to sugar and tobacco from Cuba excludes these 
proposals from the field of discussion or study of reciprocal conces- 
sions on the part of the Government of the Republic and, accordingly, 
places the proposals of the Government of the United States relative | 
to rice, textiles, canned foods, et cetera, which are studied and answered 
in the enclosed memorandum, in a position to require corresponding 
compensations in favor of the Government of Cuba. : 
My Government limits its request for such compensation to two of | 

the proposals contained in this Embassy’s notes of February 16 and | 
April 18, which refer to the establishment by the Government of the 
United States of an import quota on meat, now reduced to five thou- 
sand tons, with duties similar to those of Canada and applicable to 
fresh and chilled or frozen meats, and to a change in the period of . 
time during which entry of Cuban vegetables into the United States : 
is permitted, as proposed in detail in the enclosed memorandum. | 

Favorable consideration of both proposals by Your Excellency’s | 
_ Government would put my Government in a no less favorable posi- 

tion to discuss and negotiate the concession to your Government of - 
an import quota on rice produced and harvested in the United States, 
amounting to 90,000,000 (ninety million) pounds, with a low duty | 

_ and in accordance with the specific stipulations contained in the , - 
enclosed memorandum. | oe 

_ The specific schedules, which I also have the honor to transmit to. : 
_ you, form part of the said memorandum. | , 

Allow me, Excellency, to urge with the greatest respect that, if : 
your Government considers it advisable, it inform my Government | 
of the opinion which it may have of the proposals relative to certain 
changes of a general character, contained in this Embassy’s notes of 

_ February 16 and April 5.” | 
I take [etce. ] | Jost Baron 

611.3781/2141 | | 
Phe Secretary of State to the Cuban Chargé (Barén) 

Wasuineron, August 31, 1939. 

Sir: Reference is made to the Embassy’s note of July 20, 1939, 
with enclosed memorandum and schedules,” conveying the counter- 
proposals of the Government of Cuba with respect to the proposed 
modification of the existing Trade Agreement of 1934 between the 
United States and Cuba. | 

* Neither printed. 
® Memorandum and schedules not printed. |
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It is noted that the Government of Cuba considers that the pro- 

 posals made to it relative to Cuban sugar and tobacco are to be 

| regarded as reparations for damages sustained as a result of changes 

‘the situation which have occurred subsequent to the conclusion of - 

the Trade Agreement of 1984 and consequently as excluded from 

discussion as subjects for reciptocal concessions on the part of Cuba. 

It is also noted that the Government of Cuba desires concessions on 

certain meat products and extension of existing concessions on certain 

vegetables, in return for which it would be prepared to grant certain 

--—_ gpecified concessions on American products. | 

| In reply, I have to advise you that the authority granted to the — 

Executive under the Trade Agreements Act of the United States does 

| not contemplate the reduction of import duties of the United States 

- except in return for reciprocal concessions for American products in 

foreign markets; and further that, as has been pointed out, it would 

not be possible for my Government under its established procedure to 

_ offer concessions to the Government of Cuba on products not included 

| in the list accompanying my Government’s announcement of Novem- 

| ber 30, 1938, except after further public announcement and oppor- 

tunity for the receipt of views from the interested public. | 

Accordingly, I regret to state that it would not be possible to con- 

clude a trade agreement containing the concessions requested by your 

Government as outlined in your note under acknowledgement, under 

the terms of my Government’s announcement of intention to negotiate 

Co , a, supplemental trade agreement with your Government, issued on. 

November 30, 19389. a 

Accept [etc. ] For the Secretary of State: 

| | Sumner WELLES © 

837.51/2469a : Telegram | 

The Secretary of State to the Ambassador in Cuba (Wright) 

| | WASHINGTON, September 11, 1939—7 p. m. 

109. Confirming the information telephoned you by Briggs” this 

afternoon, the President is tonight giving out a press release for pub- 

lication in tomorrow morning’s papers to the effect that he has today 

signed a proclamation ® by virtue of the power conferred on him by 

Section 509 of the Sugar Act of 1937 suspending the operation of the 

quota provisions of that Act as contained in Title IT thereof. 

The Secretary of Agriculture is issuing a public notice the effect 

of which will be, in accordance with the note to Item 501 of Schedule 

II of the Trade Agreement, to raise the Cuban duty on raw sugar 

to 1.50 cents per pound at once. 

? Bllis O. Briggs, Assistant Chief of the Division of the American Republics. 

8 No. 2361, September 11, 1989 ; 54 Stat. 2654.
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When the suspension of quota provisions comes to an end, the 
Department desires this Government to be in a position to restore the 
duty to the level at which it was before such suspension. For this pur- 
pose, the Department is disposed to keep open the supplemental trade 
agreement negotiations and therefore will not issue the notice of sus- 
pension which would otherwise have been issued today because of | | 
the failure of the Cuban Government to take action in accordance 
with its reiterated assurances. : 

Please transmit this information informally to the Cuban Secre- 
taries of State and Agriculture, as well as to Senator Casanova, head 
of the Sugar Institute. 7 / 

837.61351/2185 | | | 
Memorandum of Telephone Conversation, by the Assistant Chief of 

the Division of the American Republics (Briggs) 

[WasHineron,] September 13, 1939. 
Ambassador Wright dictated the following translation of a memo- 

randum given him informally this morning by Ambassador Martinez 
Fraga, who called at the Embassy with the Cuban Secretary of : 
Agriculture: | | 

“The abolition of the quota system is very grave for Cuba for the 
following reasons: . | 

| 1. The basis (razon de ser) of the Treaty of 1934 is destroyed. 
2. The Cuban Government will not be able to justify.the keeping 

in force of the Treaty of 1934. | | 
3. The sugar industry in Cuba will find itself obliged either to 

restrict (production), i.e., renounce the eventual advantages : 
of the war, or to compete freely in open competition in the | 
American sugar market. 

“Both systems constitute a leap in the dark. The solution of such 
a dangerous situation could be the urgent modification of the Treaty _ | 
of 1934 permitting the customs tariff of 90 cents and the application 
to this tariff of the presidential privilege of reducing it. 
“I consider it indispensable that both Governments clarify the 

confusion which has been created, declaring the immediate intention 
of modifying the treaty in the manner indicated.” 

Ambassador Wright observed that although the language used in 
the penultimate paragraph was obscure in Spanish, the meaning was 
obviously that Cuba desired to have the duty returned to 90 cents, not- 
withstanding the suspension of the quota. 7 : 

He said he had telephoned the foregoing at the urgent request of 
Dr. Martinez Fraga, who was aware that Mr. Welles was about to | 
leave Washington and desired Mr. Welles to receive it at once,
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| Mr. Wright said that the impression seemed general in Cuba (not- 

withstanding the clear statements which he had made in accordance 

| with the Department’s telegram of September 11) that our action con-— 

stituted “retaliation” against Cuba for the continued failure of the — 

Cuban Government to act on the various matters—especially the Public 

Works Debt—in which we were interested. For example, he said that 

the newspaper Avance had suddenly come out last night in favor of 

settlement of the obligaciones,—action on which had again been prom- 

ised by the Cuban Ambassador, this time at tomorrow’s session of the _ 

| Senate. From other sources, including Dr. Mafias, Ambassador _ 

- Wright hears that the Cubans are “in a negotiating mood”, and believe 

that something must be done to get the duty back to 90 cents if eco- 

nomic disaster is to be averted. Mr. Wright expressed the further 

/ opinion that although the matter would have to be handled with great 

| delicacy, he was not sure that something effective could not shortly be 

_ done if we were in a position to make a proposal. — 

887.61851/2174 | 

The Ambassador in Cuba (Wright) to the Secretary of State 

| No. 2388 Hapana, September 14, 1939. 
_ [Received September 15. ] 

| Srr: I have the honor to transmit herewith a copy, together with _ 
| translations, of a note handed to me by the Secretary of State last 

evening in reply to my informal communication to him on the llth ~ 
instant of the decision of the President of the United States to an- 
nounce by proclamation the discontinuance of the sugar quotas. 

Respectfully yours, J. BurLer WRIGHT 

[Enclosure—Translation] 

The Cuban Secretary of State (Angel Campa) to the 

| American Ambassador (Wright) | 

Hasan, September 13, 1939. 

Mr. Ampassapor: The personal communication which Your Ex- 
cellency made to me yesterday concerning the decision of the Govern- 
ment of the United States to declare abolished the system of quotas 
which governed the sugar market, on which was specifically based the 
only important advantage which the Reciprocal Trade Agreement of 
1934 offered the people of Cuba following the suspension of the advan-
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tages to our tobacco, has caused a painful impression to my Govern- 
_ Ment which it would be both insincere and useless on my part not to — 

hasten to make known to the Government which Your Excellency so- : 
_ worthily represents. In fact, the disorder which ‘this unexpected 

Measure causes in our national economy is so complete and arouses 
such deep anxiety in the Cuban people that my Government does not | 
hesitate to request, in a friendly manner, that the Government of the 
United States consider emergency action with a view to the immediate 
remedying of this seriously unbalanced situation which, without a 
doubt causes, with respect to Cuba, a condition of obvious inequality | 
in the field of our reciprocal relations. Fortunately, I cherish the hope 
that within the instructions received from your Government—which | | 
I had the privilege of learning yesterday through the medium of : 
Your Excellency, and which leave open the door for carrying on the 
negotiations with a view to broadening the Treaty of 1934— it may be 
possible to find a provisional formula which will permit the Govern- | 
ment of Cuba—inclined perhaps to reduce the benefits accorded the | 
United States to the limits fixed by the Treaty of 1902 *—to maintain _ 
those commercial relations from which both countries have derived a | 
positive advantages within the brilliant scope which they have at- 
tained to their mutual convenience, and to the extent made necessary 

__ by the seriousness of the present time. 
In that regard I do not consider it inopportune to suggest to Your 

Excellency that if it is the purpose of the Government of the United 
States in destroying the quota barriers to promote a just balance in __ , 

_ prices—a commendable policy which all governments may perhaps 
have to pursue during this war in order to restrain undue speculation 
in products of prime necessity—the reestablishment of the current 
tax of 90 cents imposed on Cuban sugars would further that end. | 

In such a case Cuba would be prepared to sacrifice the unques- 
tioned privilege which the system of quotas represents to her, the re- 
establishment of which might be considered later when the disagree- 
able circumstances of the moment will have changed. It is possible , 
that within the broadening of the powers of the Executive Branch 
of the Union to negotiate reciprocal treaties, there may be found the 

' solution, such, for example, as an exchange of notes between both 
Governments which would put into effect this provisional regime until 
there is signed the additional treaty which the Government of Cuba is 
anxious to enter into in its unshakable desire to establish a new and 
stronger tie in its friendship with the Government and the people of 
the United States. 

I take [etc.] Micuet ANGEL CaMPa 

" Signed at Havana, December 11, 1902, Foreign Relations, 1903, p. 375.
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740.00111 A.R./332a: Telegram | : ae Oe os, 

a The Secretary of State to the Under Secretary of State (Welles) ® 

| Sn [Extract] - oe 

7 ae WaAsHINGTON, September 21, 1939—7 p.m. _ 

a 8, For the Under Secretary from Duggan.“ , 

| The trade agreements organization has approved the negotiation 

of a supplemental agreement with Cuba in order (1) to restore the 

duty of ninety cents per hundred pounds on Cuban sugar during the 

7 period of suspension of sugar quotas by Presidential proclamation ; 

(2) to insure the continuance of the ninety cent duty if and when 

| quotas are reestablished ; (3) to restore to Cuba the tobacco conces-. 

sions;.and (4) to take care of a number of technical matters which 

‘the trade agreements organization considers of importance. Sec- 

| retaries Hull and Wallace * have indicated their approval and As- 

: sistant Secretary Grady ** hopes to clear the matter with the President 

tomorrow. It is then proposed to send a negotiator to Cuba in order 

to complete the agreement as rapidly as possible. It is hoped that | 

the foregoing is satisfactory to you. © - 

| a | [Duggan] 
| | | HULL 

611.3731/2168 : Telegram cr 

| The Under Secretary of State (Welles) to the Secretary of State 

Panama, September 22, 1989—noon. 

| [Received 8:45 p. m. | 

4, For Duggan. Your 8, September 21, 7 p. m. (section 3). Lam 

particularly relieved to know of this very satisfactory decision of 

the Trade Agreements Organization and of the approval of the 

Secretary and of Secretary Wallace. With regard to point 1 as stated 

in your section 3 I assume that the restoration of a duty of 90 cents 

will apply only to Cuban sugars amounting to the total provided for | 

under the quota legislation. Please confirm my understanding on 

this point. 
I am glad to have this information you have sent me because of the 

fact that the entire Cuban delegation which arrives today, I am in- 

Then at Panama as American delegate to the meeting of the Foreign Minis- 

ters of the American Republics; see pp. 15 ff. 

& Taurence Duggan, Chief of the Division of the American Republics. 

* Henry A. Wallace, Secretary of Agriculture. 

® Henry F. Grady, Assistant Secretary of State.
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formed by Ambassador Martinez Fraga, has been sent solely for the 
purpose of discussing the sugar problem with me and their attitude 
during the meeting will undoubtedly depend in large part upon our 
assurance that we intend to deal fairly with Cuba in this matter. 

| WELLES 

611.3781 /2175 : Telegram oo | 
The Under Secretary of State (Welles) to the Secretary o } State 

OO | Panama, September 23, 1989—4 p. m. a 
| 7 [ Received 9:12 p. m.] 

_ 8. For Duggan. My No. 4, September 22, noon. I had a full con- | 
versation last night with the Cuban delegation. | an 

It would be my suggestion that the negotiator mentioned in section 
3 of your No. 8, September 21, 7 p.m. be sent to Cuba within about a | 
week’s time and that upon his arrival in Habana the Embassy be | 

_ authorized to make a brief public statement to the effect that negoti- | 
ations are being undertaken for the conclusion of a supplementary 
trade agreement which will embrace both the sugar and tobacco ques- 
tions as well as the solution of matters of interest to the United States. 
I would further suggest that there be a perfectly clear understanding | 
between the two Governments that while these negotiations would be 
undertaken and the conclusion of the supplementary trade agreement 
expedited as much as possible the supplementary agreement if reached 
will not be made effective until and unless the Cuban Government 
gives us satisfaction on the questions detailed in our official com- 
munications to the Cuban Government of the past few months. - 

This is the tentative understanding I have reached with the Cuban | 
Secretary of State and with Lopez Castro and Martinez Fraga. They 

are convinced that this is the most effective way of obtaining prompt 
action by their own Government because of their belief that as.soon 
as public opinion in Cuba knows that a satisfactory supplementary 
trade agreement has been reached and that its going into effect is 
only contingent upon the solution of our requests the Cuban Congress 
would be forced to take favorable action. | | 

I am very anxious for obvious reasons to reach a firm understanding 
in the above sense as soon as possible. | , 

| WELLES : 

611.3731/2168 : Telegram 

The Secretary of State to the Under Secretary of State (Welles) 

: WasHINGTON, September 23, 19839—4 p. m. 
13. Your 4, September 22,-noon. The restoration of the 90-cent 

duty on Cuban sugar in the proposed. supplemental trade agreement | 

293800—57——87
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‘s to be ‘made without reference to any specific amount based upon 

quota legislation or otherwise. This point was exhaustively discussed _ | 

| both by the Trade Agreements Organization and by other interested 

officials and the conclusion was reached that the fixing of a tariff quota. 

| would be undesirable because (a) it would tend to hamper the attain- 

a ment of the President’s objective in suspending the quotas, that is to 

say, a free flow of sugar to the American market from all sources of 

| supply and (5) it would involve administrative and technical difli- 

| culties both in Cuba and in the United States. CO 

| Arrangements have been made for Mr. Grady to see the President — 

| upon his return from Hyde Park on Monday. I appreciate fully that 

| | it would be helpful to you in securing the cooperation of the Cubans 

| to give them an idea of the nature of the proposition now under studyy 

--_ hut in view of the danger of leakage and of the effect which this would 

oe have on the market (and possibly in other directions) we believe it 

might be wisest for us not to disclose its outlines to them until the 

President’s decision has been obtained and we are ready to take action. 

| a | So How 

| 611.8731/2167: Telegram — - | a 

| ‘The Under Secretary of State (Welles) to the Secretary of State 

| Panama, September 24, 1989—2 p. m. 

| | a [Received 5:45 p. m.] 

: 10. Your 13, September 23,4 p.m. I am very hopeful that Grady 

may see the President without fail on Monday and that you will be 

able to send me by rush cable the President’s decision. Nothing would 

| be more hopeful than for me to be able to inform the Cuban delegates 

of a favorable decision in this regard and to advise them that a repre- 

sentative of the Department will proceed to Habana in the very near 

future for the purpose of restoring to Cuba the tariff benefits men- 

tioned. : | 

| 611.3731/2187 | 

Memorandum of Conversation, by the Assistant Chief of the Division 

of Trade Agreements (Deimel) 

[Wasuincton,| November 14, 1989. 

Participants: The Cuban Ambassador, Sefior Dr. Pedro Martinez 

Fraga 

Assistant Secretary Grady | 

| Mr. Deimel | | 

The Ambassador called by appointment to discuss the possibilities 

of winding up the supplemental trade-agreement negotiations. He
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referred briefly to various earlier stages of these negotiations; he 
indicated that in the existing circumstances it seemed better to con- 
clude the negotiations on a relatively restricted basis, and said that 
as he saw it this would mean covering three points: (1) the necessary 
minor adjustments; (2) the tobacco duties; and (3) the sugar ques- 

_ tion, in connection with which he referred to earlier discussion of a 
quota concession on rice and indicated that his Government would 
be prepared to give such a concession as guid pro quo for a sugar 
concession. 

Mr. Grady said that on the whole the Ambassador’s views seemed 
to be along the lines of our own: that we had in mind the desirability 
of winding up the present supplemental trade-agreement negotiations 
on a restricted basis, leaving to some more propitious time a more ~ 
general adjustment of economic relations; that we could probably 

_ Close up negotiations on the various technical questions rather readily, 
and that the question of the tobacco duties would present no particu- 
lar difficulty ; that with respect to sugar we considered the most desir- 
able solution would be one envisaging restoration of the status quo | 
ante quota removal; that it was important to modify the agreement | 
in such manner as to make sure of the restoration of the ninety cent 
duty if and when the quotas should be reimposed, but that he could 
not speak very definitely on this at the moment since we were engaged | 
in discussion with the Department of Agriculture of various aspects 
of the question of quota reimposition. _ 

The Ambassador intimated that a mere restoration of the ninety | 
cent duty would not constitute such a concession as he had in mind | 
in speaking of a guid pro quo on rice, and asked as to the possibility 
of a further reduction in the rate, but did not pursue the matter 
when Mr. Grady indicated that this would not be feasible now; Mr. 
Grady added that something might perhaps be done by way of pro- 
viding for maintenance of the ninety-cent rate in the event of a sub- 
Sequent temporary quota suspension. | 

The Ambassador said that he was planning to go to Habana at 
the end of this week or early next week with a view to personally 
acquainting the President of Cuba and one or two others with the 
situation ; that he thought we should be prepared with a supplemental 
agreement ready to be signed when quotas are reimposed. Mr. Grady 
repeated that we were working on aspects of this question and hoped 
that he might have something more definite to say a little later, 
before the Ambassador went to Habana, and would ask him to come 
In again in a few days.
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——«@11.8781/2288% - oe 7 | os 

Memorandum of Conversation, by the Assistant Chief of the — 

_ Diwision of Trade Agreements (Deimet) | | 

| : [Wasutneton,] December 13, 1989. 

Participants: Sefior Dr. Pedro Martinez Fraga, Cuban Ambassador 

Mr. Deimel | oe 

Mr. Reinstein * | Oe 

Mr. Smith *’ | | 

| Mr. Briggs _ | 

| | Mr. Bonsal * | 

‘The Cuban Ambassador called by appointment to receive the draft 

text ®° of proposals for conclusion of the supplemental trade-agree- 

ment negotiations. The draft which had been previously approved 

. was presented to him and the text was read over with him with appro- 

| priate explanations. The Ambassador noted specifically the provision 

7 in the sugar note which would effect restoration of the reduced duty. 

| upon announcement of the restoration of quotas, without necessarily 

awaiting the date of their actual restoration. 

With respect to his proposal on rice it was pointed out to him that 

the rates and quantities had been left blank because of some doubt 

whether those he proposed would actually prove a benefit to the Amer- 

ican rice industry and thus achieve the desired result. He agreed that 

| it would not be desirable to include this proposal unless it could be 

, formulated in such a manner to be of material interest to the rice pro- 

ducers. It was pointed out to him that the rice association’s interest — 

was now primarily in disposing of an adequate volume and that their 

earlier views as to margin of preference had been modified; and fur- 

ther that the statistics of imports of American rice into Cuba for the 

last two years exceed the amount of the proposed quota. Since the 

proposal would involve a materially higher duty and lower preference 

on rice imported in amounts exceeding his proposed quota, the net 

| effect might be one disadvantageous to the rice producers or at least 

regarded by them as making their position in the Cuban market worse 

rather than better. It developed in the conversation that the Cuban 

Ambassador had not formulated his proposal on the basis of any 

recent discussion with persons directly concerned in the marketing 

of rice in Cuba. Accordingly, at his request Mr. Deimel agreed to 

communicate with Mr. Reid, Executive Vice President of the Rice 

Millers Association with a view to developing information which 

would clarify the matter. 

* Jacques J. Reinstein, of the Division of Trade Agreements. 

& H, Gerald Smith, of the Division of Trade Agreements. 

® Philip W. Bonsal, of the Division of the American Republics. 

8 Not printed.
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As to the remainder of the proposed Schedule I, it was explained 
to the Cuban Ambassador that this contained merely those items which — , 
we had proposed in May and which the Cuban Government had not 
rejected in the Ambassador’s reply in July; that of the sixteen items 
other than rice, twelve consisted merely of a writing into the Agree- 
ment of customs clarifications and classifications effected by the Cuban 
Government since the conclusion of negotiations in 1984; that only the 

- Tremaining four items, Palm Beach cloth, canned salmon, canned 
mackerel, and canned peanut butter, would effect any improvement in | 
treatment of American trade and that consisted primarily of the inser- 

_ tion of new classifications and rates to bring the duties on these prod- 
ucts to a level more nearly corresponding with the rates on closely 
competitive products. It was pointed out to the Ambassador that 
some improvement of treatment for American goods was necessary 
although of course we did not intend to ask for more than was reason- 
able. The Ambassador indicated that he did not think there would 
be any difficulty with these items. | | 

, The Ambassador stated that the supplemental agreement would have 
to be ratified by the Cuban legislature which would require a change 
in the final article, but that this ratification could be accomplished 
promptly so that signature Friday or Saturday and ratification Mon- _ 
day might be possible. : 

611.3781/22424 | 
Memorandum of Conversation, by the Assistant Chief of | 

the Division of Trade Agreements (Deimel) : . 

[Wasuineton,] December 16, 1939. 

Participants: Sefior Dr. Pedro Martinez Fraga, Cuban Ambassador 
Mr. Deimel a 
Mr. Smith | 7 , 

The Cuban Ambassador called this afternoon to receive and discuss 
the replies to the observations relating to the supplementary trade 
agreement which he had handed to Mr. Grady on December 15. The 
informal memoranda, of which copies are attached,” were handed to 
him on these points and several additional points of minor technical 
significance. | 

The Ambassador read these over and indicated that they were com- 
pletely agreeable to him with the exception of the question of exempt- 
ing certain sugar from the 1940 quota even if it came in after 
January 1. He said he thought there was some danger that the im- 
porters of this sugar in the United States might not consider it in their 
interest or necessary to pay the duty and clear the sugar before Janu- 

* Not printed.
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ary 1 so that it might be left in customs jurisdiction until next year 

_ and be charged against the Cuban quota. I explained that I had dis- 

‘cussed this point with Mr. Bernhardt,” who did not seem to feel that 

| this was likely and did not feel that there was any scope in the sugar 

| legislation to alter the practice of charging imports against a quota at 

the time it is withdrawn from customs custody ; that he had not, how- 

| ever, said that I could make a flat statement that this was impossible 

| and that he would look into the question again, although he doubted 

| very much that any possible leeway would be found. I pointed out 

that in any case it was a matter affecting quota administration rather 

than the trade agreement. | | oe 

The Ambassador said he had no desire to delay the conclusion of 

the trade-agreement negotiations and suggested leaving it this way: 

that the trade agreement would be concluded as proposed; that. the 

- Department of Agriculture’s belief that there would be no problem 

| of sugar not cleared might prove correct; but that if, say around 

| Christmas, it appeared that the Ambassador’s fears would be realized, 

: that we would then again confer on the situation to see what could 

- bedone. I pointed out that I could make no promises as to what might 

-—-_- be done, but that I felt sure that we would be glad, if his fears showed 

any sign of eventuating, to look into the situation with him again to 

see what, if anything, could be done.* : : 

I indicated also to the Ambassador that some apprehension had been 

felt in the Department of Agriculture that if undue advantage were 

| taken of any period during which the duty might be reduced, but 

before quota limitations were again in effect, to Jand and clear an 

extraordinary amount of Cuban sugar, that it would raise difficulty in 

Congress and probably result ultimately in an equivalent curtail- 

ment of Cuban quotas. I did not say that this would happen, but that 

it was something to bear in mind, in which the Ambassador seemed to 

concur. : 

With respect to the subject of rice the Ambassador indicated that 

| the suggested method of handling this matter was entirely satisfac- 

tory, that he had this question very much at heart, and that he hoped _ 

we could discuss it with the Cuban Secretary of Agriculture when 

he was here next week. | 

We also discussed the time schedule, it being agreed that so far as 

practicable it would be planned to sign the agreement Monday evening, 

* Joshua Bernhardt, of the U. S. Department of Agriculture. 

*I later discussed this question with Mr. Grady and Mr. Bernhardt and they 

both felt that this was the correct answer. Mr. Bernhardt noted that some small 

amount of sugar in bond might belong to people who would have no special inter- 

est in clearing it before the end of the year but did not feel that this would 

amount to very much, and although he did not feel that there would be any scope 

in the quota legislation to exempt any such quantity if it came in after the first, 

nevertheless he felt that one or the other of the governments might find some 

way, oF poneving any such situation if it should develop. [Footnote in the
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release it to our press upon signature for publication in Tuesday morn- 
ing’s papers, obtain ratification in Cuba on Tuesday and provide for 
exchange of ratification and proclamation on Wednesday, December 
20, so that the agreement can enter into effect Thursday, December 21. 

_ I said that we would probably wish to release the text of the agreement 
with a short press release of four or five pages; that we were working 
on this press release ®? and that I would try to clear it with him over 
the weekend. I also said that there was some technical change in the 
sugar note to clarify its intent which Mr. Reinstein was now going 
over with the Treasury. The Ambassador asked that a clean text of 
the agreement be provided him in time to send it to Cuba by airmail 
Sunday evening. 

[For text of the supplementary trade agreement and protocol, signed 7 
at Washington, December 18, 1939, see Executive Agreement Series 
No. 165, or 54 Stat. 1997. On the same date, the Secretary of State 
and the Cuban Ambassador signed the memorandum printed znfra.] 

611.8731/2241a | | 
| . . Memoranpum ” : 

In connection with the signature of the supplementary trade agree- 
ment between the United States of America and the Republic of Cuba, _ 
signed this day, it was agreed as follows: 

The phrase “subject to the provisions of this paragraph” in the sec- 
ond sentence of the third paragraph of the note to item 501 of Schedule 
II of the Trade Agreement of August 24, 1934, as amended by the sup- 
plementary trade agreement, shall be understood to mean that, if the 
rates of duty set forth in Column 2 of Schedule IT should at any future 
date become effective by reason of a public notice issued pursuant to 
the provisions of the sentence in which this phrase occurs, and sub- 
sequently limitations on the importation into, or the marketing in, the 
United States of America of sugar originating in the Republic of Cuba 
cease to be provided for by law, the application of these rates will be 

* Kor press release of December 19, see Department of State Bulletin, Decem- 
ber 23, 1939, p. 729. 

8 In a memorandum of January 25, 1940 (611.3731/226114), Mr. J. J. Reinstein 
of the Division of Trade Agreements stated that this memorandum was pre- 
pared at the request of the Treasury Department and that since this request was 
received only three quarters of an hour prior to the time fixed for the signing 
of the agreement it was not possible to arrange for signature or initialing of 
minutes by the negotiators. The memorandum was therefore prepared for the 
signatures of the plenipotentiaries. It was understood with the Cuban Am- 
bassador that it was a notation for the record on a technical point and was not 
to be published with the agreement. |
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| _ terminated pursuant to the provisions of the first sentence of the same 
paragraph. If, thereafter, such limitations should again be imposed, _ 
the rates of duty would again be determined in accordance with the 
provisions of the second sentence. _ — 

| | , | Corpetn Hutu 
| | | | | Secretary of State of the — 

United States of America 

| - Pepro Marrinuz Fracea 

| _ Ambassador Extraordinary and - 
| Plenipotentiary of the Republic of Cuba 

DECEMBER 18, 1939. | . |



DOMINICAN REPUBLIC , _ 

NEGOTIATIONS FOR A CONVENTION BETWEEN THE UNITED STATES | 
| AND THE DOMINICAN REPUBLIC MODIFYING THE CONVENTION OF 

DECEMBER 27, 1924, REGARDING DOMINICAN CUSTOMS REVENUE? 

839.001 Trujillo, Rafael L./854 

Memorandum of Conversation, by the Assistant Chief of the Division — | 
of the American Republics (Chapin)? a 

So [Wasuineton,] July 11, 1939. 
Participants: General Trujillo ® | | 

The Dominican Minister, Sr. Pastoriza : 
7 The American Minister to the Dominican Republic, | 

Mr. Norweb | - 
- | Mr. Duggan 4 | , 

oe Mr. Chapin oo 

General Trujillo, accompanied by the Dominican Minister and Mr. | 
Norweb called to see Mr. Duggan late in the afternoon after the tea 

_ given by the President and Mrs. Roosevelt at the White House. The _ 
General first expressed appreciation for the gracious reception given 
him at the White House and then indulged in the usual amenities. 

The first point which the General brought up was his desire to ob- _ | 
tain some 4,000 Springfield rifles for the Dominican Army to replace | 
the present Spanish Mausers. Mr. Duggan explained that legislation | 
was now pending in Congress whereby the. arsenals, factories, and 
navy yards of this Government would be authorized to supply certain 
arms and munitions to the governments of the other American re- 

publics, but that unfortunately he did not believe this legislation in- 
cluded authorization for the sale of rifles. | | 

General Trujillo said that he had noted that the United States 
Army was now substituting a new automatic rifle for the Springfield, 
and that very soon we would have surplus Springfields. He expressed 
the opinion that perhaps all that would be necessary would be an order 

1 Continued from Foreign Relations, 19388, vol. v. pp. 491-503. For text of 
convention signed December 27, 1924, see ibid., 1924, vol. 1, p. 662. 

* During the previous months of this year informal discussions took place 
between the American Legation and the Dominican Ministry for Foreign Affairs 
regarding a convention and an enabling act for setting up a Dominican National 
Bank to replace the receivership of Dominican customs. Exploratory in char- 
acter, these discussions resulted in a succession of new drafts which were further 
modified during the remainder of the year. 

* Rafael Leonidas Trujillo Molina, Chief of Staff of the Dominican Army. 
* Laurence Duggan, Chief of the Division of the American Republics. 

. 579 |
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from the President. Mr. Duggan explained again that such authority 

did not lie exclusively with the President and would probably neces- 

sitate an act of Congress, but that when there was a surplus of Spring- _ 

fields the Department would be glad to consider a formal request — 

from the Dominican Government. | : Oo ae 

- Mr. Norweb stated that the General was anxious to discuss informal- 

ly the proposed revision of the Convention of 1924, whereat Mr. Dug- 

gan said that, we would be most interested in learning at first hand 
the General’s views, and that he hoped that the General would speak 

| | with complete frankness. Oo | — 

General Trujillo then said that “if the Government of the United 

- States was really sincere in its desire” to relieve the Dominican people _ 

| of the existing anomalous situation, there was a “very simple solu- 

tion” which would be merely for the President of the United States _ 

under the authority conferred on him by the Convention to nominate 

a Dominican citizen as Receiver General of Customs. on 
Mr. Duggan replied that this was indeed a completely new idea and 

| that although the proposed solution had the advantage of simplicity, 

| | it would require some consideration. Mr. Duggan continued that we 

| had understood all along that Dominican objections with respect to 
| the present special relationship between the two countries were more 

| concerned with the form rather than with personalities. There then 

ensued some brief discussion, in which it was pointed out to the 
General that his proposed solution did not absolve the United States 
Government from any responsibility toward the bondholders, and 

| that-it was the sincere desire of the United States in accordance with 
: its general policy so to modify the Convention, if that were possible, 

as to replace any direct relationship between the two governments by 
one between an organization representing the bondholders and the © 

| Dominican Government under terms which would protect the rights 

of these bondholders. : | | 

The General then stated that he felt that the present proposal 
which involved the transfer of the duties of the Receivership to a 
“Dominican National Bank” was unsatisfactory, since in effect this 
bank would be neither “Dominican” nor “national” as the control of 
its board of directors would be in the hands of foreigners. As Mr. 
Duggan was out of the room at this moment, Mr. Chapin observed 
that the form had been chosen advisedly due to the understanding 

that the Dominican Government wished to found a national bank and 
| since it was felt that the proposed form would be more acceptable to 

the Dominican Government. General Trujillo stated that the 
Dominican Government did in fact desire a national bank. There 
then ensued a general discussion upon Mr. Duggan’s return, as a 
result of which it was agreed by all that there was no absolute neces- 
sity for tying in a national bank plan with the proposed modification
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of the Convention. It was suggested that perhaps the National City | 
Bank could be approached with a view to ascertaining whether it 
would be willing to sell the Dominican branches to the Dominican | 
Government as a separate operation. 

Mr. Duggan then referred to one of the earlier drafts for a revision 
of the Convention of 1924, namely that presented in March 1937,° 
which met most of what we understood to be Dominican aspirations 

_ and which provided for the collection of the customs by a receiver- | 
ship administered by Dominicans under the general supervision of 
a “customs representative’ who with several American assistants 
would be appointed by the Dominican president from a panel sub- 
mitted by the Executive Committee of Dominican bondholders. 

The opinion was expressed that this might be a satisfactory basis | 
upon which to build up new drafts. ; 

Mr. Duggan suggested that the Department would be glad to con- 
tinue discussions along these lines with the Dominican Minister in 
the absence of General Trujillo in the hope that some concrete and | 

_ aeceptable plan might be evolved in time to present to General Tru- 
jillo upon his return from Europe through the United States to his | 
own country. The General acknowledged somewhat grudgingly 
this suggestion, but left in an atmosphere of apparent cordiality. 

839.51/4721 | | 

Memorandum of Conversation, by the Assistant Chief of the Division 
of the American Republics (Chapin)™ 

[Wasuineton,] July 25, 1939. 
Mr. W. W. Lancaster * called me yesterday afternoon about five 

o’clock to say that he had just concluded an hour’s conversation with 
Senor Pastoriza, the Dominican Minister, who had informed him that 
he was accompanying General Trujillo to Washington Tuesday 

_ morning. He said that the General was prepared to proceed actively 
with negotiations on the basis of the proposed Dominican Bank Plan 
for the modification of the 1924 Convention, and is willing to stay as 
long as two weeks, if necessary, in order to clear up any remaining 
difficulties. | | 

Sefior Pastoriza indicated to Mr. Lancaster that the only real point 
at issue was the method of selecting the Board of Directors of the 
proposed Dominican National Bank. He said that the Dominican 
Government had experienced considerable difficulty with the present 

® Foreign Relations, 1987, vol. v, p. 453. 
* Addressed to the Chief of the Division of the American Republics and the | 

Under Secretary of State. | | 
*Member of the New York law firm of Shearman and Sterling, counsel of the 

National City Bank of New York. | |
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fiscal agents, the Guarantee Trust Company, who were very “tech- 
a ~ nical”. When I inquired of Mr. Lancaster whether the possibility of 

-_-_- substituting the National City Bank for the Guarantee Trust Company 

| had been discussed, he said that as far as the National City Bank was 

concerned, while they would be willing to serve if pressed, they would 
prefer to keep clear of the whole structure. In this connection, Mr. 

oe Lancaster said that General Trujillo had observed to Mr. Henne- — 
| man ? that “the Dominicans did not propose to buy the branches of the 

National City Bank merely to have that Bank run them”. When in- 

formed by Sefior Pastoriza that Mr. Henneman had always actively 

opposed the sale of the Dominican branches to the Dominican Govern- _ 

ment, since he felt they were a source of profit to the National City 

Bank, General Trujillo then sent word through Lancaster to the effect 

that he had not meant to be as abrupt in hisstatement. _ oo 

Mr. Lancaster stated that he had suggested to Sefior Pastoriza that 

| the original board might be constituted by an informal exchange of 

notes between the Dominican and American Governments. Thissug- _ 

gestion was apparently acceptable to Pastoriza. However Mr. Lan- 

caster stated that he did not have any suggestions to offer as to the 

method of perpetuating the Board of Directors. 

It is my understanding that Sefior Pastoriza will get in touch with | 

the Department of State shortly after his arrival today. 

839.51/4724 | , 

The Chief of Staff of the Dominican Army (Trujillo) to 
| President Roosevelt | 

| WASHINGTON, July 26, 1939. 

| My Dear Mr. Preswentr: I wish to express my deepest appreci- 

ation for all your courtesies during my brief sojourn in Washington. 
I am most obliged for the friendliness of your reception and for the 
courtesies shown me by members of Congress and Government officials 
and by my good friends the officers of the Army, Navy and Marine 

Corps. | | 
May I be permitted to reiterate to you at this time what I had occa- 

sion to say personally at the White House. The people and the Govern- 
ment of the Dominican Republic are pledged to the aims of continental 
solidarity that you so ably personify; they have set for themselves an 
unwavering course of cooperation in this field, and, however modest 
their contribution may be, none could be more sincere and definite. 
May I be allowed to avail myself of this opportunity to call your 

friendly and personal attention to the only point that disturbs the. 
normality of relations between our two countries. The United States 

* Harry Henneman, vice president, National City Bank of New York.
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and the Dominican Republic are bound by a treaty, a product of cir- ) 
cumstances and times, that is out of harmony with present trends, : 
whereby our customs are under the control of American officials. 

That accord had as its purpose to add to the already sufficient guar- 
anty of the American Government for our loans, a machinery for 
the direct collection of custom funds which would ensure the punctu- 
ality of the payments. - 

Our Government has loyally complied with the terms of the pact, 
however much it may hurt its feelings, and it believes that its immacu-_ 
late record of eight years of the wisest and most responsible manage- | 
ment of public interests and strict discharge of international obliga- , 
tions warrant the revision of a statute that was enacted under circum- 
stances that no longer exist. | 
We know that the Government of the United States is as much inter- | 

ested as the Dominican Government in putting an end toa situation 
_ that can hardly be reconciled with the new continental spirit. How- 

ever, it has occurred to me that, instead of undertaking the tiresome 
negotiation of a new treaty through ordinary channels, where a cer- | 
tain amount of friction is always bound to appear when questions | 
affecting the sovereignty of a nation are discussed, you, Mr. President, 
could solve the problem in an equitable and exemplary manner that — : 
would take nothing from the guarantee given for the loans, behind | 
which stand both the American and the Dominican Governments. 
Complicated administrative and legislative tramitation could thus be | 
spared, and the Dominican people could have the moral satisfaction to 
which they aspire. | | 
May I suggest that you could appoint as General Receiver of Domin- 

ican Customs a citizen of my country, or else leave that post unfilled, 
thereby giving our Government the opportunity of exercising its own 
authority and appointing the new official itself. In no way are these 
suggestions, I think, in conflict with the treaty. 

Article I of the pact that rules this question says: “That the Presi- 
dent of the United States shall appoint a General Receiver of Domini- 
can Customs who, with such Assistant Receivers and other employees 
of the Receivership as shall be appointed by the President of the United 
States in his discretion, shall collect all the customs. duties accruing 
at the several custom houses of the Dominican Republic until the pay- 
ment or retirement of any and all bonds issued by the Dominican Gov- 
ernment in accordance with the plan and under the limitations as to 
terms and amounts hereinbefore recited” et cetera. 

A gesture, as the one suggested, on your part, Mr. President, would 
be received by the Dominican Government with unprecedented jubila- 
tion and gratitude. Such [would] be an ample, generous and frank | 
solution, taken in the spirit in which you wish the relations between 
our peoples to be conducted ; and, furthermore, it would detract noth- 
ing from the rest of the obligations contracted through the treaty. |
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| _ Among these obligations, the study of which could be the subject _ 

of further negotiations, there is one which prevents the Dominican 
- Government from revising its tariff. You can imagine what sucha _ 

clause, in force for over a third of a century, must have meant tomy — 
country. In times of violent economic and political upheaval, both — 
internal and international, in which all the nations of the world have 
had to revise their standards of production and interchange, together 

with their revenue systems, one of the mainsprings of which is the 
| customs, the Dominican Republic has been prevented from taking any 

steps in this direction because of that treaty clause. _ oe 
This clause has acted as a fetter to government action when this | 

-action was most needed to consolidate the process of political and 
economic restoration from which my country is now successfully 

| emerging. ~~ He , 
Please be good enough, Mr. President, to forgive me for bringing 

this matter to your attention while you are so busily engaged with 
other problems. I have been encouraged to do it because of the kind- 
ness and friendship with which you honored me and because of the 
affectionate interest with which you have invariably faced all ques- 

tions concerning Latin America. | | | 7 
Accept [etc.] Rarazt L. TRUJILLO 

: 889.51/4788 | | 

Memorandum of Conversation, by the Assistant Chief of 
the Division of the American Republics (Chapin) 

| [Wasutneton,] August 2, 1939. 

Mr. Norweb called me from New York this morning at about 10: 30 
to say that he had just returned from seeing off General Trujillo on the 
Normandie, where he was occupying the Deauville suite, the most 

luxurious accommodations on the vessel. | | | 
Mr. Norweb said that he had had an opportunity to discuss at some 

length with General Trujillo the question of the revision of the Con- 
vention of 1924. General Trujillo stated that while the Dominican 

Government was very anxious to establish a Dominican national bank 
on the basis of a purchase of the Dominican branches of the National 
City Bank of New York, it did not wish to surrender financial control 

of this proposed national bank to a board of directors with predomi- 
nantly American membership. Apparently, however, he was quite 
willing to have the bank collect the customs and to have that part of 
the organization of the bank which did collect the customs under 
American control. General Trujillo stated that he was much gratified 

at the cordiality of the reception accorded him in the United States, 
| and referred in particularly warm terms to the Secretary of State.
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He told Mr. Norweb that he and Sr. Pastoriza had had an oppor- 
tunity at the reception at the Dominican Legation on July 27 to discuss 
the proposed convention with the Secretary, and that the latter had 
stated that upon his return from his vacation he would be prepared 
personally to give consideration to the matter. General Trujillo added | 
that in a subsequent conversation between the Dominican Minister and 
the Secretary of State the following day, the Secretary had confirmed | 
to Sr. Pastoriza his intention of giving personal consideration to the 
proposed convention upon his return from vacation. 

Mr. Norweb stated that the General and Sr. Pastoriza appeared to 
lay particular stress on these statements attributed to the Secretary, 
and that the General had instructed Sr. Pastoriza to forego his leave at 
the present time and to await instructions from President Peynado 
from the Dominican Republic. | - | 

General Trujillo informed Mr. Norweb that he had been advised by 
his counselors in the Dominican Republic to avoid taking the lead 
personally in the negotiations and to have them conducted through 
regular channels by reference to the present Dominican Government, 
subject of course to the General’s approval. The General stated that 
he was returning to the United States sometime in October on his 
way back to the Dominican Republic and hoped that negotiations 
would have reached a point of agreement by that time. He told Mr. 
Norweb that he believed that there was still room for negotiation upon 
the basis of the existing drafts, but that in case this was not possible, 
the Dominican Government would submit through Pastoriza an 
entirely new proposal based upon the considerations which he, General , 
Trujillo, and Sr. Pastoriza had outlined informally to Mr. Duggan on 
the occasion of their call at the Department of State earlier in July. 

| S[evpen] C[aarrm] 

839.51/4724 | 
The Acting Secretary of State to President Roosevelt 

Wasuineton, August 3, 1939. 

My Dear Mr. Preswent: I enclose a draft letter in reply to a 
communication addressed to you by General Trujillo, Chief of Staff 
of the Dominican Army and former President of the Republic, in which 
the suggestion was made that the aspirations of the Dominican Gov- 
ernment with respect to the liquidation of the existing special financial 
relationship between that Government and ours would in large 
measure be met should you agree either to appoint a Dominican citi- 
zen as Receiver General of Dominican Customs or else to leave that 
post unfilled. 

- Faithfully yours, SUMNER WELLES
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| [Enclosure] 

| Draft of Reply to Communication From the Chief of Staff of the 

Oo Dominican Army (Trujillo) | 

My Dear Generat Trusito: In acknowledging the receipt of 

| your letter of July 26, 1989, I desire to say that the officials of this 

Government have been only too glad to extend to you friendly cour- 

tesies. I am pleased that you found your stay in this country enjoy- 

- able. a | 

Your reiteration that the foreign policy of the people and Govern- 

ment of the Dominican Republic is pledged to the aims of continental 

| solidarity cannot but evoke a feeling of gratification on the part of 

this Government. 
I sincerely appreciate your frankness in making your suggestion 

with respect to the existing Convention of 1924 between the Domini- 

can Republic and the United States and wish to assure you that for 
my own part personally, I welcome them in the spirit in which I 
know they have been made. I feel sure that you realize that this 

| Government no less than that of the Dominican Republic has been 
desirous of finding a solution which would, while honoring the con- 
tractural obligations of both Governments towards third parties, clear 
away the remaining vestiges of the former special financial relation- 

_ ship between the two countries. ) | 
While the method that you suggest, namely, that the President of 

the United States either appoint a Dominican citizen as Receiver 
General of Dominican Customs or else leave that post unfilled, has 
much to recommend it on the grounds of simplicity, such a solution 

could only be partial in its effects. | 

Under the Convention of 1924, and in the contracts of the Domini- 
can external bonds, the two Governments assumed certain responsi- 
bilities toward the purchasers and owners of these bonds. Merely 
to appoint a Dominican citizen as Receiver General of Dominican 

Customs, even were that gesture satisfactory to the Dominican people 
and Government, would not in effect transfer any of the responsibility 

of the Government of the United States to the Dominican Govern- 

ment, which has been one of the chief objectives of both Governments. 

Furthermore, it is my understanding that there are several other 

provisions of the Convention, including that mentioned by you with 
regard to alterations in the Dominican Customs Tariff, which stand 

in need of revision. 
It was with the view to effecting a complete revision of the provisions 

of the Convention of 1924 in an effort to respond to the aspirations of 
the Dominican Government and people while safeguarding the obli- 
gations assumed towards the holders of Dominican external bonds, 
that the Government of the United States first agreed to undertake
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negotiations for a new instrument which might be substituted for that 
Convention. | | | 

It was my hope that these informal negotiations, which had pro- | 
ceeded to what was believed to be the point of mutual agreement, 

_ might be brought to a successful conclusion. 
_ Finally, I need hardly bring to your attention the fact that while 
the Executive Branch of this Government is charged with the responsi- 
bility of negotiating treaties and conventions, under our Constitution 
it must submit these instruments to the Senate for its advice and 
consent. , | 
In closing may I take the opportunity again to assure you that this 

Government is sincerely desirous of concluding an agreement to replace | 
the Convention of 1924 which will respond to Dominican aspirations 
and will dissolve the remaining direct financial relationship between 
the two Governments without prejudice to the interests of third 
parties. To this end this Government is prepared either to continue 
with a discussion of existing proposals or to examine with sympathetic | 
understanding any new proposal which may be proffered by the 
Dominican Government. | 

Very sincerely yours, | | 

889.51/4728 | a | 

The Minister in the Dominican Republic (Norweb) to the Secretary 
) | of State | 

No. 840 Crupap Trusi10, August 21, 1939. | 
[Received August 29.] 

Sir: I have the honor to report to the Department that the President 
of the Dominican Republic, Dr. Peynado, and the Foreign Secretary, 

| Mr. Despradel, have separately informed me that so far as their 
Government is concerned negotiations looking toward a revision of the 
American-Dominican Convention of 1924 have been suspended. 

Both President Peynado and the Foreign Secretary agreed in say- 
ing that it was possible that conversations might be resumed upon the 
return through Washington of General Trujillo as they understood 
that the General and Mr. Pastoriza had talked on the subject with | 
Secretary Hull late in July. However, the nature of such renewed 
conversations, if they were resumed, would depend entirely upon 
General Trujillo’s views and what Mr. Pastoriza could tell him as to 
the possibilities in Washington. President Peynado and the Foreign 
Secretary professed complete ignorance as to the nature of the con- 
versation between Secretary Hull, General Trujillo and Mr. Pastoriza. 

It is clear to me that no one in the Dominican Republic will touch 
the Convention question pending the return of General Trujillo. 

Respectfully yours, R. Henry Norwes 
2938005738
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| $39.51/4781 _ ee a 7 Ss 

The Minister in the Dominican Republic (Norweb) to the Secretary 

| a of State 

No. 873 | — Crupap Trusm10, September 5, 1939. 

| | | | _. [Received September 8.] 

Sir: In the trust that renewed study of the plan to replace the 

Receiver General of Dominican Customs by a fiscal agent representing 

the bondholders might afford a basis for revision of the 1924 Conven- 

tion, I have the honor to submit the following observations, together 

| with a sketch of such a proposed arrangement. ) 

The history of the negotiations between the American and Domini- 

can Governments since 1937, seeking revision of the 1924 Conven- 

tion, makes it abundantly clear that the two sides to the conversations _ 

have been attempting to achieve two mutually conflicting objects: the — 

maintenance of foreign control of Dominican customs collection for — 

the protection of holders of Dominican bonds while at the same time 

preserving the fiction of Dominican sovereignty over the customs 

service. | | 

The time has come for a restatement of objectives. . . . The United 

States Government in line with its present Latin American policy is 

willing to give up its present position vis-a-vis the Dominican Gov- 

ernment as a tutelary state: to drop out of the picture in so far as 

collection of the Dominican customs revenues is concerned. It can- 

not, however, because of the fact that in 1907 * and 1924 it pledged 

its moral credit to the holders of Dominican bonds, admit that the 

collection of the custom revenues pledged to the repayment of those 

bonds revert wholly to Dominican hands, in view of the lamentable 

| record of the past with respect to Dominican finances. It is willing, 

however, by means of a new agreement between the two governments 

to perfect an arrangement by which the bondholders themselves and 

the Dominican Government mutually arrange for the collection of 

customs to be applied to the Dominican foreign debt. | 

Once these premises have been understood and accepted by the 

Dominicans the framework of a possible new arrangement could be 

discussed. As pointed out above it would be in essence an agreement 

between the Dominican Government and the bondholders themselves 

confirmed, however, by a new Convention between the American and 

Dominican Governments thus placing the seal of both states upon 

an instrument doing away with the now anachronistic Convention of 

1924. 
The collection of Dominican customs would be arranged by a volun- 

tary delegation of power by the Dominican Republic to its creditors 

® See convention signed February 8, 1907, Foreign Relations, 1907, vol. I, p. 307.
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and not to a foreign state as under the existing Convention. Techni- 
cally this would not be an impairment of sovereignty as the personnel 
of the customs service would be appointed by the Dominican Executive 
even though they were selected by the bondholders or their representa- _ 
tive, the Fiscal Agent. This in itself is a considerable advance over 7 

_ the juridical position of the Dominican Republic at the present time as 
a state bound by the 1924 Convention to the American Government. 
Actually, however—and the Dominicans should not blink the fact— | 
real control of the customs collection would be in the hands of the bond- , holders through their representative. — Oe | 

The draft of the proposed Convention set forth below would, there- 
fore, contain a considerable amount of sugar-coating and to this coun- 
try of lawyers should be more acceptable from a legal point of view, 
particularly with reference to sovereignty. Even though no pretense 
would be made that the Dominican Government was to have entire 
control of its customs collection for the application of the revenues 
therefrom to the payment of the foreign debt, the Dominican 
Government could truthfully say that it had appointed the Fiscal | 
Agent and other officials charged with such collection and that 
therefore the customs service was essentially a Dominican organism. 
The provision in the draft below that the customs service should | 
be staffed by Dominican citizens with the possible exception of | 
the Fiscal Agent and the two assistants he is empowered to nominate, 
would not change materially the present set. up in the Receivership 
but would satisfy national aspirations in this regard. Furthermore 
there is nothing in the draft Convention to prevent the appointment 
of Dominicans to any or all of these three essential posts were they to 
be nominated by the bondholders or the Fiscal Agent. | 

In this connection the present draft does not include any phraseology 
_ to prevent a stalemate between the nominating power of the Foreign 

Bondholders Protective Council (this might likewise read the Com- 
mittee of Dominican Bondholders) and the appointive power of the 
Dominican President, since this might be more tactfully handled by | 
an exchange of notes in which the two Governments would agree that 
the President of the Dominican Republic would at once appoint the 
Fiscal Agent nominated by the bondholders and that he would further 
at once appoint the personnel of the customs service selected by the 
Fiscal Agent. : 

The new draft eliminates two factors of the 1924. Convention which | 
have been onerous to the Dominican Government. The first of these 
is Article III of the 1924 agreement which gave the United States 
veto power over the right of the Dominican Government to increase the 
public debt. Retained, however, is the proviso included in previous 
drafts of the “Bank Plan” Convention which prevents the Dominican | 
Government from pledging the remainder of the amalgamated customs
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revenues not applied to the interest and amortization of the present 

foreign debt as the basis for any new financial obligation. 

Another objectionable feature from the Dominican point of view 

a to the 1924 Convention has been the practical freezing of the customs 

tariff in effect when the 1924 Convention was ratified without ease of 

| modification. The draft Convention * appended to this memorandum, ~ 

in interjecting the idea of an amalgamation of the old customs tariff 

- and the present duties on imports levied in the guise of so-called in- 

ternal revenue taxes, gives the Dominican Republic a welcome oppor- 

tunity for a scientific revision of its present antiquated tariff structure. 

This revision would, it is logical to expect, result in improved revenues 

for the Government as compared with the present tariff schedules. It 

would also serve, provided the study be made by expert economists, 

to increase commerce in the Dominican Republic. Furthermore, it 

| would be possible under the proposed draft Convention for thisnew 

amalgamated customs tariff to be revised from time to time as the 

needs of the Dominican Republic gave warrant, provided always, of 

course, that such revision would not so diminish the customs revenues 

as to impair the services of amortization and interest on the foreign 

debt. . : 

Under the draft Convention appended herewith there would be no 

need for any reference to the bank plan. It is an open question if the 

Dominican Republic is particularly enthusiastic for a national bank. 

| | _. . There is an unlimited field of potential legislation open to the 

Dominican Government which would in effect create a monopoly | 

for the national bank of all commercial financial transactions. . . . 

Should a Dominican National Bank be created under the auspices of 

the American Government and prove a failure it would be difficult 

for the United States to escape censure. | 

However, as between the two governments it appears that the De- 

partment of State is not directly concerned with whether the Domini- 

can Republic acquires a national bank or not. Our sole objective is to 

remove the United States Government from its present position of fiscal 

guardian to the Dominican Republic and to replace the American 

Government by a representative of the bondholders for the protection 

of their equity as represented by the Dominican foreign debt. The 

establishment of a national bank has no particular effect upon the at- 

tainment of these objectives. The question should more properly be 

one for private negotiation between the Dominican Government and 

the American bank now apparently eager to dispose of its business in 

the Dominican Republic. It would appear that the fundamental 

policy of the Department may become beclouded by connecting a new 

political arrangement between the two governments with a private 

contract of sale between a bank and the Dominican Government; and 

| * Not printed.
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that the success of our own negotiations may be impaired because of 
their linking with private negotiations. 

| Also to be considered as an essential concomitant to the proposed 7 
draft Convention would be an exchange of notes providing for an _ 
orderly liquidation of the Dominican floating debt and an exchange 
of notes establishing a Receivership pension plan. If the Domini- 
can Government is, as it will claim in the negotiations, a solvent 
organization whose credit is sound and whose finances are in order 
there is no reason on earth why its long outstanding floating debt | 

obligations, most of which are small in amount and owned by per- 
sons fully as necessitous of money as the Dominican Government, 
should not be paid. As for the pension plan it is a sound system 
which has received Government approval and to which no objection 
can be offered. 

In the final analysis there are only two points upon which agree- 
ment must be reached. One of these points is already accepted by 
both governments—that the United States shall cease to collect — 
Dominican customs for the benefit of the bondholders of the Domini- | 
can Republic. The other point has not been accepted but it seems a 
reasonable and might eventually form the basis of agreement—that | 
the bondholders be assured their money will be repaid to them by 
supervising the collection of the revenues pledged to their debt, 
through an official of their own choosing, whose authority over the _ 
customs service shall be adequate, but who shall act for the Domini- 
can Government as well as for the bondholders. | | 

Respectfully yours, : R. Henry Norwes : 

839.001 Trujillo, Rafael L./395 | 
The Chief of Staff of the Dominican Army (Trujillo) to 

President Roosevelt | 

| Wasuineron, October 25, 1939. 
_ My Dear Mr. Presmentr: Upon leaving on my homeward trip, 

I wish to express once more my appreciation for all the courtesies 
which were shown me during my visit in the United States. At the 
same time, I beg to acknowledge receipt of your letter of August 4,?° 
in reply to mine of July 26 and which reached me in Paris when, in 
the midst of the alarms of pre-war days, I was preparing the return 
trip of my family to America. | 

I was happy to know that you also feel that, due to its simplicity, 
the idea of taking definite steps towards the solution of the problem 
which divides our two countries by appointing a Dominican citizen 

* See draft of reply to communication from the Chief of Staff of the Domini- can Army, p. 586. |



592 FOREIGN RELATIONS, 1939, VOLUME V - | 

| for the post of General Receiver of Customs or by leaving the post 

vacant, is highly commendable. As you so justly realize, this method, | 

partial in its results, would have the advantage of breaking through 

eight years of Chancery negotiations in search of a complete solution, 

and, in my opinion, it would be the basis for a rapid understanding 

of the general convention which, as you well advise, must replace 

that of 1924. | So | 

In the meantime I have been advised that the post of General 

Receiver of Customs is now vacant ™ and that new proposals for a 

convention between our two countries are being considered. Under 

these circumstances, a negotiation undertaken under your personal 

auspices, Mr. President, could not fail to reach the solution that our — | 

two governments desire. | 

| | Welcoming the cordial invitation expressed in your above men- 

tioned letter of August 4, stating that the Government of the United 

States “will examine with benevolent understanding any new pro- _ 

| posal submitted by the Dominican Government”, this Government 

intends to submit to the consideration of the State Department a new 

| basis for discussions which contains in substance the essential points — 

| upon which that Department has been insisting and which eliminates, 

at least partially, the dispositions of the Convention of 1924 which | 

| my country considers asoffensivetoitssovereignty. = = = 

_ The Dominican proposal, taking into consideration the interest of — 

| third parties which you mention in your letter, would strengthen the 

| guaranty of the external debt binding to its service the total amount 

of the Government’s income, which amounts to 11 million dollars, _ 

oe instead of making one sole collection of customs which amounts to 

more or less $2,800,000, representing the guaranty in accordance with 

the present Convention. | 

The Dominican proposal, in its general outline, can be expressed 

as follows: | 

| I.—The Government of the United States and the Government of 

the Dominican Republic agree to abrogate the Convention of December 

TI—The Government of the United States and the Government of 

the Dominican Republic appoint, by mutual agreement, the National 

City Bank of New York as depositor of the general funds of the 

Dominican Government and agree to it that an official of that Bank 

will act therein in the capacity of representative of the Fiscal Agent of 

the loans. This official will receive by indorsement on the first days 

of each month, the amount representing the payment of the amortiza- 

tion and interests of the loans of 1922 and of 1926, by means of instruc- 

tions for payment which will be given to the bank by the Dominican 

Government or through the Treasury Department. | | 

1 William E. Pulliam had resigned from this post, which he had filled since 

1921, on August 1, 1938.
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III.—The Government of the Dominican Republic agrees not to dispose of the funds deposited in the bank until the amount cor- responding to the amortization and interests of the external debt has | been segregated and paidintotal. #§ | IV.—It is understood that the amortization of the external bonds : of 1922 and of 1926 will be made in accordance with the agreement: reached with the Foreign Bondholders Protective Council, Inc. on. August 16, 1934. a . - 
A Convention based on these points would give back to my country the right to manage their own Customs and revise their tariffs, thus 7 opening the door tosure prosperity. _ - Se OG 
Being well acquainted, Mr. President, with your interest in the 

solution of this problem, I have taken the liberty of calling once more | your attention to our points of view on the matter. | —_ a 
In taking leave of you, Mr. President, I wish to reiterate the assur- 

ances of my appreciation for your courtesies and of my highest | _ esteemandconsideration.  __ - | 
oe oe —— ——- Rararn L. Trustxo 

839.51/4761 , | | | oe a 
Lhe Dominican Minister (Pastoriza) to the Secretary of State — 

- Wasuinerton, December 18, 1939. 
Mr. Secrerary or Srare: I have the honor to inform Your Excel- 

lency that the Dominican Government, in fulfillment of the promise 
made by Generalissimo Doctor Rafael Leonidas Trujillo Molina to His 
Excellency, President Roosevelt, in the letter which he addressed to 
him on October 25, 1939, in response to a letter dated August 4th of 
the same year, which the former received during his stay in Paris 
from the first mandatary of the United States, is willing to offer to the 
Government of the United States, as bases for a satisfactory modifica- | 
tion of the Dominican-American Convention of 1924, all guaranties 
necessary to arrive at the conclusion of a new instrument which shall 
replace, to the mutual advantage, the one which is today existing be- 
tween our'two countries. . - a Be - 

- Generalissimo Doctor Rafael Leonidas Trujillo Molina, in the afore- 
mentioned communication, expressed to His Excellency, President 
Roosevelt, that the new bases of discussion which the Dominican Gov- 
ernment proposed to submit to the Department of State for consider- 
ation, would comprise the essential points which’ the Department of 
State has emphasized, and would eliminate, at least in part, the pro- 
visions of the Convention of 1924, which the Dominican Republic has 
considered prejudicial to her sovereignty. The plan which, in accord- ) 
ance with that promise, the Dominican Republic hereby submits to 
the United States Government for consideration, tends substantially
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to strengthen the guaranty which the Convention in force assures to 

the Bondholders, since it pledges to the service of the external debt the 

total of our revenues which amount to more than twelve million dollars. 

per annum. The security stipulated by the Convention in force,on 

the contrary, amounts to only two million six hundred dollars approxi- 

mately, which sum is considerably lower than that mentioned in this _ 

new plan which obviously constitutes proof of our sincere desire to 

conciliate the points of. view of the two Governments and to facilitate 

a between them an agreement designed to eliminate the only problem 

of an international nature which remains between our two nations. — 

The plan which, according to instructions received from my Gov- 

~ ernment, I have the honor to submit to the Department of State for 

consideration, may be summarized as follows: OC 

--First,—The Government of the United States and the Government 

- of.the Dominican Republic agree torepeal the Convention of Decem- — 

ber 27, 1924. | a ee 

Second.—The Government of the United States and the Govern- | 

, ment of the Dominican Republic, appoint, by mutual agreement, the 

| National City Bank of New York as depositary for the general funds 

of the Dominican Government, and agree that an employee of the said 

bank shall act therein in the capacity of representative of the Fiscal 

Agent of the (external) loans. During the first few days of each 

month, that employee (representative) shall receive, by indorsement, 

oe the sum which represents the payment of the amortization and interest 

on the loans of 1922 and 1926, by means of pay orders which shall be 

handed to the bank by the Dominican Government through the Secre-. 

| tariat of State of Treasury and Commerce. rr 

, Third-—The Government of the Dominican Republic undertakes 

not to dispose of the funds which are received by the bank until it has 

set apart and paid in full the sum which corresponds to the amortiza- _ 

tion and interest on the external debt. | : 

Fourth.—It is understood that the amortization of the external 

bonds of 1922 and 1926 shall be made in accordance with the agreement 

reached with the Foreign Bondholders Protective Council, Inc.,.under 

date of August 16, 1934." | | 

If, inspired by the good disposition which the Honorable President 

| Roosevelt displayed for the solution of this problem, as he expressed 

in the letter dated August 4th, last, addressed to Generalissimo Tru- 

jillo, that the Government of the United States would study with 

benevolent understanding any new proposals submitted by the Domin- 

ican Government, the Department of State studies these new grounds 

of discussion with friendly interest, the efforts which our two Govern- 

ments are making in order to solve this problem, no doubt will, in this 

| instance, bring about the result which both parties desire and which 

they have pursued up to this time without having been able to find a 

satisfactory solution. 

2 Foreign Relations, 1984, vol. v, p. 201. - | _
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__ This new plan, in fact, bears evidence that the interest which the 

_ Dominican Government is pursuing in the solution of this matter is 
primarily of a moral nature and corresponds above all to our legit- 
imate aspiration to reestablish completely our sovereignty which has 
been prejudiced by the Dominican-American Convention of 1924 and 

_ to give this international instrument, at the same time, a meaning and 
direction, compatible with the profound and sincere friendship which 
today exists between our two countries. | 

I avail myself [ete.] ANprits Pastoriza
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| PROPOSALS FOR A GENERAL PROGRAM OF ECONOMIC COOPERATION — 

BETWEEN THE UNITED STATES AND ECUADOR 

| 822.51/797 
_ - 

The Minister in Ecuador (Long) to the Under Secretary of State 

| | (Welles) | | 

| | | Qurro, March 31, 1939. _ 

| Dear Mr. Weiss: Dr. Aurelio Mosquera Narvaez, the President 

of Ecuador, invited me to the Presidential Palace this morning and — 

received me with the Minister for Foreign Affairs. - 

The President briefly referred to the efforts of his administration 

in taking steps which would improve the handling of public affairs, — 

adding that he thought some of the worst influences had been elimi- _ 

| nated and hoped now to be able to make substantial strides forward. _ 

In addition he stressed the fact that the Banco Central, Ecuador’s 

Bank of Issue, was being re-officered and a new Board of Directors 

would soon be installed from whom it was reasonable to expect a 

proper administration of the bank’s finances which eventually would 

[be] reflected in its improved position. | 

The President added that he had been impressed with the policy of — 

Washington in seeking some practical manner in which to aid the 

countries that worked with it: that Ecuador had seen with approval 

the aid extended in the case of Brazil+ and that Ecuador would like 

to do several constructive things, but before being able to do them 

would need a loan of possibly as much as ten million dollars. He asked 

if I would confidentially convey this suggestion to the Department and 

then let him know how the Department was impressed with the inti- 

mation he had made. | 

I told him I would be pleased to send an airmail letter today which 

should reach Washington next Monday morning conveying his mes- 

sage, but that there were several ways of approaching such a matter. 

One would be for the Government to make a financial statement out- 

lining such plans as it might have under contemplation, another would 

be to invite a Financial Counselor to come down, look over the field 

and prepare a statement; but I hesitated to suggest the latter method 

because it was my impression that on a previous occasion when a fi- 

1 See pp. 348 ff. 
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nancial adviser had been here some disagreements had arisen at a time | 
when Mr. Boniface * was then as now an important figure in the bank- _ 
ing world. | | | | 

The Foreign Minister, Doctor Julio Tobar Donoso, broke in and oe 
said he knew of the matter to which I referred, but that the incident | 
had its explanations for the adviser who was furnished by the Kem- 
merer Commission * was by some regarded as theoretical. At least it 
was a case where the two men did not get along. — | a 

The President said he was sure that if the Department favored the 
idea some practical method of working out the details could be found. = 

I regretted that we had no phone to Washington as it would be | | 
easier to talk the matter over with you, but promised that I would ss—~™ 
write today without fail. _ | re | 

While I realize that insufficient information is hereby furnished 
with regard to the use of the proposed loan and while also aware that | 
Kcuador’s record with respect to bonds has. been somewhat unsatis- 
factory in the past, I would appreciate hearing whether there is any | 
possibility of this matter receiving serious consideration should more 

_ exact data be obtained. | | 7 
The individuals in the present Government are a high class lot of 

Kcuadoreans, filled, I believe, with the best of intentions and it seems 
now that they are pretty well set in the saddle; yet judging from the — 
past they might be succeeded by a less capable group. _ . 
Very sincerely yours, Boaz Lone 

822.51/792 : Telegram . 

The Minister in Ecuador (Long) to the Secretary of State 

_ | Quito, April 5,1989—9 a.m. — 
[Received 2: 20 p. m.] 

21. In connection with my letter of March 31 to Mr. Welles regard- 
ing Ecuador’s desire for loan I wish to add that the present adminis- 
tration seems friendly to our Government and is stronger now than 
it was a few weeks ago before the strike of university students reported 
in my despatch No. 396, March 20, 1939.4 If a loan could be made 
and the proceeds be expended intelligently and productively, I think | 
it would be a good thing. | 

The Foreign Minister said yesterday if one large enough loan were 
available it might be refunding. 

If deemed more desirable make it small I think 5 million dollars 
would be greatly appreciated. | 

Lone 
*Neptalf Bonifaz, chairman of the Board of Directors of the Central Bank of Ecuador. 
* American Commission of Financial Advisers headed by Edwin W. Kem- merer, Princeton University professor, 1926-27. 
‘Not printed.
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822.154/73 : Telegram | —— ee ae 

7 The Secretary of State to the Minister in Ecuador (Long) a 

; | - a _ Wasrineron, May 8, 1939— 4 p. m. 

| 19. Department’s instruction no. 96 of March 23, 1939.5 ‘The Pres- 

| ident has approved the designation of Harry P. Hart, an Associate 

| Structural Engineer of the Bureau of Public Roads, to proceed to — 

- Ecuador for a period of approximately 1 year.’ Please inform the — 

OO Ecuadoran Government, adding that the President has likewise ac- 

| cepted the suggestion that this Government be reimbursed by Ecuador 

| | for the cost of Hart’s transportation and other expenses between the 

: --- United States and Quito and return, an allowance in Ecuador at the 

rate of 150 dollars per month, and his expenses in traveling within 

Oo Ecuador. (For your information: these amounts are payable to the 

United States Government as such and not to Hart, who will be paid 

by the United States Government). 

Hart is at present in California and is being instructed to proceed 

as soon as possible. You will be informed later as to the date of his 

arrival. | | 7 | 

| 822.51/818 oe | | 

The Ecuadoran Embassy to the Department of State * , 

MEMORANDUM sy , | 

Because of the geographical position and topography of its lands, - 

the Republic of Ecuador offers great potentiality for the economic pro- — 

duction of every kind of agricultural produce and livestock which up 

| to now has not been developed nor increased due to lack of roads join- 

ing productive zones with the shipping ports. The result is that pro- 

duction has been limited to fill in the requirements of local markets 

and this restriction means that the country has but poorly taken ad- 

vantage of its agricultural wealth without it being able to reach full 

rendering desired. | 

Ecuador’s mineral wealth is apparent but the number of exploiting 

enterprises working its deposits at present are almost insignificant. 

Consequently, a net of roads giving access to mining zones and which 

would connect, safely and economically with sea ports, is indispensable 

for developing this inexhaustible source towards individual and public 

prosperity. 

5 Not printed. 
SThis assignment was in response to a request from the Ecuadoran Govern- 

ment for the services of a highway engineer to assist in formulating and carrying 

7 out plans for highway development. 

t Handed by the Ecuadoran Ambassador to Under Secretary of State Welles 

on May 23, 1939.
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Ecuador disposes of vast and extremely fertile lands situated but 

at a short distance from the chief interior markets and export centers, 
lands which enjoy healthy climates and suitable for the welcome of 
thousands of colonists who, without having to bring with them large 
capital, would soon reach economic independence. 

Up to now Ecuador has not stood out as a country which offers great | tourist attraction. Its natural beauty and treasures of art as exhibited 
by her ancient monuments are hardly known. Slow means of travel- 
ing has resulted in that Ecuador, much to its economic prejudice, finds 
itself shut out from the great tourist streams of the world. | 

__ The country has tried to live and progress almost by itself and its 
development has therefore been slow. A working plan to include the 
elementary requirements of modern commercial intensive living has 
never been able to be put into practice. It is felt that the moment has 
arrived when, leaving this conservative policy aside, active develop- 
ment of a programme which includes the scientific exploitation of its 
natural wealth, can be begun. This would necessarily involve dis- 
bursing a large capital and as it is unobtainable within the country, , 
it will have to be obtained from abroad. | . | __ The Government of Ecuador began by acknowledging that it is 
from every point of view essential to come to an arrangement respect- 
ing the payment, in cash, of the external debt as represented by the _ 
Bonds of the Guayaquil & Quito Railway, * and it is because of this | 
that it has firmly resolved to arrive at a solution which shall equitably 
consider mutual rights and interests both of the country and its 
creditors. Nobody has a greater interest than the Government to have | its credit unencumbered as soon as ever possible, because it is fully — 
alive to the fact that it is the only way open towards its national | 
economic reconstruction. / oO : 

The possibility of reaching an agreement with the Bondholders, 
whereby they would take over the technical management of the Guaya- 
quil and Quito Railway and the Quito Ibarra Railway, for a certain 
number of years, might also be considered, the Government guarantee- _ 
ing tariffs which, after carefully studying their relation with the vari- 
ous interests concerned, can render a sufficient margin to cover interest 
and amortization services on the final amount agreed through negoti- 

ation, an arrangement which might be based more or less on the follow- 
ing conditions: _ 

a) If the Bondholders were to esteem it convenient, they would modernize the services of both railways and place them in a condition to render greater revenues; 
6) The Bondholders would have to agree as to the necessity of reducing the amount of capital owing in harmony with the net revenue of both railways which would be the only one applicable to the interest 

* See Foreign Relations, 1936, vol. v, pp. 586 ff. |
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and amortization of the capital that would represent the new and final — 

~ amount of the debt; a . ae ' / 

‘¢) The Bondholders might furnish the capital necessary to com- 

plete the Railway from Ibarra to San Lorenzo or to any other port of 

the Pacific. = : ST a | 

The general idea is that the present development of the country’s 

business makes it indispensable that.a corporation will direct and 

- finance in a thoroughly efficient manner both railways as to place them 

| - ina state of paying for the operating, maintenance and depreciation — 

| requirements as well as cover interest and amortization of the debt and 

| of the new capital to be furnished by the Bondholders over a pruden- 

a tial number of years. It is thus that the Government would relieve _ 

| itself of the payment of the debt and the Bondholders would become 

sufficiently covered. In the event that the railways exploitation 

revenues showed an excess after meeting interest and amortization 

services, the Government would have a right to 50% of such excess. 

| Running parallel to aforementioned, and as an essential complement, 

efforts should also be made concerning the obtaining of a loan of SIx- 

teen million, five hundred thousand dollars.  —_. | - 

| ~The Government of Ecuador would distribute the proceeds of the 

| Loan as follows :- | | 

a) Settlement of Bondholders and Banco Central; payments — 

| "on outstanding internal debt for fiscal practice during — 

------ 4988 and for the Salt Bonds........ 5. 500, 000. 00 

. 6) Highways and Railway betterments.... 9.000,000.00 

- ¢) Agriculture, Industries and Irrigation... 2. 000, 000. 00 

| (Motels ccesecececeeeseeeeeeeereterseces 16,500; 000.00 

| The Nation disposes of the following resources for the Loan’s inter- 

est and amortization services: | - 

3} Dues on petroleum and gold productions. ... 680, 000. 00 

b) Tax on cable service.......-eceseereeeeee+ 60, 000. 00 

c) Consular dues. ......... essere terre cen eees 120, 000. 00 

| Total... ccccccecccececccescccstcccscececes 860, 000. 00 

It should be observed that these dues are received by the Government 

| in American currency or its equivalent. | 

It should also be noted that the Government of Ecuador is open to 

invest what is necessary from this Loan in machinery to carry on the 

work or to enter into contracts with Foreign Companies to execute 

same. 
It is not opportune to enter into details within the confines of this 

Memorandum in regard to the reconstructive and reproductive nature 

of the Loan’s investment, from the point of view of the enormous 

increment that the many national productive fields would give, based
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on the incalculable natural wealth of the country, awaiting only the | 
vivifying impulse given by Capital that would obtain a fecund devel- | 
opment in productivity, sound and sure foundation for economic | 
individual and collective progress. _ | _ ae 

At the time of dealing with the details of the financial operation, all 
the antecedents and statistical data respecting the double fiscal and | general economy can be made known, all of which will decidedly | 
strengthen the solidness and security of the guarantee which from now 

is offered for the payment of the Loan. oo ee 

822.518/156 OS | es 
The Under Secretary of State (Welles) to the Secretary of State 

| | ANcon, Cana ZONE, October 1, 1939. 
My Dear Mr. Secrerarr: I am enclosing a copy of a memorandum 

of conversation between myself and the Minister for Foreign Affairs _ | of Ecuador, and will appreciate it if the Department will give prompt. oe 
study to this matter so that a decision can be reached as soon-as feasible , | 
upon my return to Washington as to the best ways and means of pro- | | 
ceeding to develop the work of economic cooperation with Ecuador. 
I believe the copy of the report to me by the Ambassador of Ecuador 
will be found in the Department’s files.° The copy given to me here 
is being retained by Mr. Feis” and will be brought by him to Wash- 
ington. | | Se a | 

I presume the Department will have copies of Mr. Fetter’s report. 
Sincerely yours, | | WELLES 

| | _ Enclosure] . | 

Memorandum by the Under Secretary of State (Welles) to the Ad- 
wiser on International Economie Affairs (Feis) | 

| [ANncon, Canat Zone, ] September 26, 1939. 
Dr. Fris: The Minister for Foreign Affairs of Ecuador and his 

colleague came to see me this afternoon and asked whether I had as 
yet received a copy of Mr. Fetter’s report and also whether any deci- 
sion had been reached with regard to the memorandum left with me 
by the Ambassador of Ecuador a short time before we sailed and of | 

* See memorandum handed by the Ecuadoran Ambassador to Under Secretary of State Welles on May 23, supra. . Oe ’ Herbert Feis, Adviser on International Economic Affairs. | a | “ Report not printed. Frank Whitson Fetter, professor of economics at Haver- ford College, was sent to Heuador in the summer of 1989 to make an economic and financial survey in behalf of the Government of the United States in con- nection with Ecuador’s request for financial assistance. a |
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which the Minister handed me a copy which is attached herewith. I 

replied in the negative to both inquiries. - a 

| “We had a fairly ample discussion during the course of which I — 

| limited myself to the reiteration of the principles contained in my 

speech of yesterday * and to the assurance that the proposals already 

submitted were receiving the most careful study in Washington and 

| that I could state with certainty that the most favorable possible con- 

sideration would be given when a proposal was advanced by Ecuador — 

: which would provide for productive development: in Ecuador and 

which would be regarded as financially justifiable by the appropriate 

governmental institutions in Washington. me 

The Minister for Foreign Affairs said that he would give me addi- 

tional detailed projects before he left, and we also discussed the need 

of Ecuador’s undertaking with as little delay as possible a compre- 

hensive plan for the situation of non-competitive agricultural pro- 

‘duction in Ecuador. I may say that both the Minister and his asso- 

| ciate, Dr. Icaza, appeared not only to understand the desirability of 

a this from the standpoint of public opinion in the United States, but 

ao to be genuinely interested in it per se because of the promise it held 

/ for the creation of additional commerce in the United States. I told 

him that immediately upon my return to Washington I would urge > 

our Secretary of Agriculture to select a competent expert to go to 

| Ecuador to study the situation and recommend to the Government of 

. Ecuador a suitable plan of complementary agricultural production.** 

You may wish to get out a report to Washington to be sent by air 

mail. , Oo 

| 822.51 /827 : | 

The Ecuadoran Minister for Foreign Affairs (Tobar Donoso) to the 

American Under Secretary of State (Welles) es 

| an [Translation] oo oe 

oe MeEmorANDUM 

1. On September 26, 1939, the Delegation consisting of the Minis- 

ter of Foreign Relations of Ecuador, and Doctor Antonio Quevedo, 

Minister of Ecuador in Peru, called upon the Representative of the 

22 Report of the Delegate of the United States of America to the Meeting of the 

Foreign Ministers of the American Republics Held at Panama September 23- 

October 8, 19389 (Washington, Government Printing Office, 1940), pp. 33-39. 

383n instruction No. 171, October 18, the Minister in Ecuador was informed 

that Atherton Lee and Charles L. Luedtke had been detailed by the President 

to assist the Ecuadoran Government for a period of about 1 month in the study 

of problems relating to the production and development of tropical products. 

Mr. Luedtke had made a previous agricultural survey on Heuador in February- 

March 1989. (822.61A/18, 22)
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Secretary of State of the United States of America at the Consulta- 
tive Meeting in Panamé. : : 

2. In accordance with the conversation during that visit, the Ecua- : _  doran Delegation has the honor to state the following: . | 
A) Conrract ror THE Construction or Purric Works «Nn Ecuapor 

3. The Delegation would greatly appreciate the provision of the required assistance by the Department of State for the favorable conclusion of the negotiations initiated with a view to having one or more United States companies contract for the. construction, com- : pletion and improvement of the highways, railways and port works specified in the memorandum that Tobar Donoso gave to Mr. Welles during the conversation mentioned, . — 4. With the mentioned memorandum—another copy of which was . delivered some months before in Washington by Sefior Colén Eloy Alfaro “—there are included maps of the various Provinces of Ecua- dor with indications of the railways and highways the construction or Improvement of which is desired by the Government of Quito. There | are not provided in the mentioned memorandum all the details relating | to agricultural, livestock and industrial development, but the data | relative to such development will be provided subsequently. | : 9. The Government of Ecuador does not have available sufficient _ funds to cover the total expenses required for the construction of these _ public works, so that the company that makes the contracts, with the. _ benevolent cooperation of the Government of the United States and of : the Export-Import Bank, would necessarily advance the capital re- 
quired which would be refunded subsequently, in the manner and form 
that shall be agreed upon. The Government of Ecuador does not 
desire to receive the funds for the works, but the works: themselves, 
so that the funds would be handled by the entity that undertakes the 
works, without prejudice to the right of the Government of Ecuador 
to admit the expenditures and to pass upon the technical specifications 
oftheworks, = | | | | a | 
B) Lone Term Crepris ror rae Purcwase oF Ratiway Marerrt, oe Macutnery, Heavy Marertats,erc. 8° 

6. The Delegation expressed its appreciation for the statements in 
Mr. Welles’ speech and referred to that in which he said that for “the purchase of railway material, machinery, heavy materials, etc., there | would be required longer term credits”. The Delegation indicated that, in addition to the works specified in the memorandum delivered 
to Mr. Welles on September 26, thereshould be constructed or improved certain other productive works that require certain purchases—the 

“ See memorandum handed by the Ecuadoran Ambassador to Under Secretary of State Welles on May 23, p. 598. 

293800—57——_39 .
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| respective entities to be indicated opportunely—of materials and 

| machinery, among which are: _ | - 

locomotives | | | | 

, freight cars oe eg 

passenger cars—gas-electric coaches _ ; : | 

, rails a | CO . - 

bolts — | - oe ce | 
nails and railway spikes : Oo OO 

| telegraph and tclephone material — / 

| _ steel bridges | | SO | 

: steel bars for reinforced concrete rr 

| cement — - | oo ce 

| repairs for locomotives and for passengerandfreightcars 

: | machinery for highway construction —— CO 

| trucks | _ | - | 

- -eraneswithelectricmotors = | SS | 

The Government of Ecuador desires to be able to purchase the men- 

: tioned articles in the United States paying for them over along period. _ 

| It would appreciate having the Government at Washington and, es- 

pecially, Mr. Welles lend cooperation in the steps necessary to attain 

- this objective. SO | a oe 

| (C) Coorsration or THe Unirep Srarxs 1n THE Economic DrvELor- 

— - MENT OF ECUADOR | : | | 

| %. The Delegation expressed appreciation for the declaration made 

by Mr. Welles that “the Government of the United States desires to 

cooperate with the other American Governments in the efforts that 

each one of them may make for development of the resources of its 

country in accordance with sound economic standards and in non- — 

competitive fields”; and his statement that “when it may be desired, 

they would be assisted in negotiating for credits, either through the 

system of private banks, or through the official agencies of the Gov- 

ernment when the latter have at their disposal funds for such pur- 

poses”. | | | | 

8. In respect to this declaration the Delegation indicated that the | 

Government of Ecuador desires to develop the resources of its country, 

the economic situation of which is being affected by the European 

war which has closed markets of exportation, rendered difficult the 

importation into Ecuador of various products, and disorganized the 

system of transportation that serves the commerce of the country, all 

of which may produce consequences affecting the stability of Ecuado- 

ran monetary exchange. ) Oo 

Exports According to Ecwador 8 tatistics . 

9. a) In conformity with the law of March 3, 1939 #*—which would 

% Registro Oficial, March 11, 1939. | |
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lose its reason for existence if the commercial balance were equalized— | 
in order to ascertain the exact amount of Ecuadoran exports must 
take into account only 15 percent of the total value of exports of crude 
petroleum and 20 percent of the value of exports of mineral earth 
(gold), because from both lines of business, exploited by foreign com- 
panies, there remain to the benefit of the country only the mentioned 
percentage. | oo | 

5) The average percentage of our exports to Europe is 49.877 per- 
cent of the total value of our exports (Annex No. 1%), | 

c) The articles that have been exported the most from 1929 to 1938 
and the countries of destination of those exports are set forth in Annex 
No. 2, Annexes Nos. 3, 4 and 5, indicate in detail the exports of each 
Ecuadoran article (including the total value, without any deduction, 
of the exports of gold and petroleum) in the years 1936, 1937 and 
1938, respectively. Annex No. 6 summarizes Ecuadoran exports to — 
principal countries and shows that the annual percentages of exports _ 
to Germany, which are now paralyzed, varied approximately between 
20 and 27 percent of our total exports. France has absorbed from 

_ 8 to 12 percent of our exports and Great Britain another percentage; 
both countries have begun to reduce their importation of the articles 
they bought in Ecuador. As a result, it may be deduced that the 
European war has closed markets that consumed from 30 to 40 per- 
cent of Ecuadoran exports. 

Ecuadoran Import Statistics - 
10. Everything concerning imports in recent years is set forth in _ 

Annexes Nos. 7 and 8. 

Ecuadoran International Transportation Statistics | 
11, Annexes 9 to 16 set forth in detail the manner in which interna- 

tional transportation from and to Ecuador, by air and water, was 
effected in the years 1931 to 1938. From these tables it appears that 
German ships have transported more cargo than those of any other 

flag. : 
12. As a consequence of this situation it is going to be indispensable . 

to Ecuador to obtain new markets for its products, and to do every- 
thing possible so that other navigation lines may transport the cargo 
that was formerly carried by the Germans. | 

13. To contribute to the development of Ecuador and to maintain 
or increase present imports the Government of Quito desires also to 
develop the agricultural and mineral resources of the country that are 
not in competition with products of the United States. 

“* Annexes mentioned in this memorandum not printed.
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Necessity for American Hxperts oo 

14. The Government desires to obtain the assistance of the Govern- - 

ment at Washington for the purpose of sending to Ecuador agricul- 

| tural and mining experts who may determine which resources of both 

| types may be developed on sound economic bases of non-competition. 

Necessity for Capital and Investment from the United States 

a 15. As soon as such experts present their report, the Government of 

Ecuador would look with gratitude upon assistance from the United 

States in the investment of American capital necessary for the de- 

| velopment of the agricultural and industrial resources to which refer- __ 

ence is made. — | | | 

D) Commercian Retarions WITH THE Untrep States STatistics 

Ecuadoran Eaports Oo | | 

| 16. Ecuadoran exports to the United States are set forth in Annex 

No. 17, but it was necessary to decrease in Chapter III of the Annex 

the total value in the instances of gold and petroleum as mentioned 

in No. 11 (9?), letter (a) of this memorandum, and fine silver and 

certain other products set forth in Chapter V of the same Annex which 

are articles reexported to the United States. eS 

Commercial Balance with the United States 

17. Annex No. 18 provides these data respecting the years 1936, 1937 

and 1938, with the deductions made as indicated in letter (a) of No. 

11 (9?) of this memorandum. Such balance from January 1, 1936 to 

March 31, 1939 shows an unfavorable balance for Ecuador of 

——- 36,147,064 sucres. — | a 

Arrangements for Increasing the C ommerce Between the United 

States and Ecuador | | Oo 

18. Taking into consideration this circumstance, the Minister of 

Foreign Relations of Ecuador hopes to be able to count on the good 

| will of the Government of Washington for the purpose of seeking with 

| it the means for increasing the interchange between the two States, 

by means of necessary arrangements that will permit an increase in 

Ecuadoran exports to the United States which will result in an even 

greater market in Ecuador for American products. 

19. In view of the good will manifested by Mr. Welles, the Govern- 

ment of Ecuador will instruct its representatives in Washington to 

continue discussion of these matters with the Department of State. 

Panam, October 1, 1939.
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REPRESENTATIONS TO THE ECUADORAN GOVERNMENT REGARDING 
IMPORT CONTROL PROVISIONS CONSIDERED AS NOT IN COMPLI- 
ANCE WITH TRADE AGREEMENT | | | 

611.2231/378 | a . | 
The Secretary of State to the Minister in Ecuador (Long) 

No. 91 a Wasutnerton, March 2, 1939. 
Str: Reference is made to correspondence during the past few 

months between the Legation and the Department in connection with 
Ecuadoran import control measures and their relation to provisions 

_ of the trade agreement ?* and to imports from the United States. | 
With particular reference to your despatch no. 307 of January 12, 

1939,° with which there was enclosed a translation of an unofficial 
text of the new import control regulations issued on J anuary 6, it , 
would appear that the Ecuadoran Government has, as in the case of 
the previous import control regulations during the period following 

_the effective date of the trade agreement, disregarded the provisions of 
that agreement in connection with restrictions upon imports from the | 
United States. The Department believes it desirable for two reasons 
to bring formally to the attention of the Ecuadoran Government the 
applicability of the terms of the trade agreement in connection with a 
restrictions upon such imports: (1) to impress upon that Government 
the importance which this Government attaches to the full observa- 
tion of the provisions of the agreement in order that its integrity may 
not be impaired and (2) to secure for articles of United States origin - 
the protection provided by the terms of the agreement. There is 
accordingly enclosed a note which, if you perceive no objection, you 
are requested to‘hand to the Ecuadoran Foreign Minister as soon as a 
suitable opportunity presents itself. | | ) | 

In presenting this note, you should point out to the Minister that 
your Government is fully aware of the difficult. economic situation 
which Ecuador is facing, and has no desire to make that situation more 
difficult by requiring an unreasonably strict interpretation of the letter 
of those provisions of the trade agreement concerning the imposition 
of import control measures. At the same time, your Government 
regards it as of great importance that the clear terms of the agree- 
ment be observed and that articles of United States origin receive the 
treatment to which they are entitled under the terms of the agreement 
during periods in which there is control of imports in Ecuador. 

If, following a study of the enclosed note, the Foreign Minister or 
other Ecuadoran officials should request information or suggestions as 
to the manner in which the import control system and the provisions 
of the trade agreement may be reconciled insofar as concerns the im- 

* Signed August 6, 1938, Department of State Executive Agreement Series No. 
133, or 538 Stat. 1951; see also Foreign Relations, 1938, vol. v, pp. 509 ff. 

* Not printed. |
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portation of articles from the United States included in Schedule I, 

you may point out to them that either Government, under the terms of 

the second paragraph of article VII of the agreement, may for any of 

the reasons stated therein, including protection of the currency, impose 

| restrictions upon the importation of schedule products from the other 

country, provided the procedure outlined in that paragraph for notice 

| and consultation is followed and the two Governments reach agree- 

ment concerning the proposed measures. In this connection you may 

say that you are certain that your Government would not be disposed 

to object to reasonable import control measures deemed necessary by 

oe the Government of Ecuador for the purpose of safeguarding the value 

of the currency in periods of exchange stringency. You may add that 

you would be glad to transmit to your Government any proposal which 

~ the Ecuadoran Government may wish to make at this time with a view 

to regularizing the present situation within the terms of the agreement. 

| For your own information, you will observe that the enclosed note 

| raises the question of specific action to reconcile the Ecuadoran import _ 

control system and the provisions of the trade agreement only with 

respect to articles imported from the United States included in Sched- 

ule I of the agreement (article VII), and that a decision is reserved 

regarding the applicability of the terms of article VIII. While the 

Department believes that a strict interpretation of article VIII of the 

agreement in the light of the present Ecuadoran control regulations 

would show at least a technical contravention of that article, the 

Department does not wish to press this question at the present time, at 

least until the effect of the new system upon imports from the United 

States has been demonstrated. | | 

‘With reference to that portion of your despatch no. 307 of January | 

| 12 in which you refer to alleged discrimination against American 

products in the granting of import permits, you should investigate this 

thoroughly, and if you find evidence of such discrimination under the 

present import control system, take up the question immediately with 

the appropriate officials. | | 

Please keep the Department promptly and fully informed of 

developments in connection with the matters referred to above. 

Very truly yours, — For the Secretary of State: 
Francis B. SAYRE 

[Enclosure] | a 

Note To Be Presented to the Ecuadoran Minister for Foreign Affairs 
(Tobar Donoso) * 

Excentency: Reference is made to the reciprocal trade agreement 

between the United States and Ecuador signed on August 6, 1938 and - 

2 Presented by the Minister in Ecuador to the Ecuadoran Minister for Foreign 

Affairs as note No. 23, March 13, 1939.



ECUADOR — a | 609 

effective October 23, 1938, and the applicability of certain provisions thereof in connection with the regulations understood to have been issued on January 6, 1939 by Your Excellency’s Government for the control of imports. | 4 | | | It is my Government’s understanding that under the import control -- regulations issued by the Government of Ecuador on J anuary 6, 1939, monthly quotas are to be assigned to individual importers on the basis | of their average importations during a previous period, and that within | the limits of their quotas, importers are free to make purchases from _ any country of any products connected with the normal operation of their particular lines of business. It is my Government’s under- standing also that the import control regulations make no exception from the general rule in connection with the importation of articles included in Schedule I of the trade agreement. It would appear, therefore, that in drafting these new regulations Your Excellency’s Government failed to take into consideration the pertinent provisions of the trade agreement with respect to articles included in that Schedule. 7 | | | I am instructed to bring to the attention of Your Excellency that, by the terms of the first paragraph of Article VII of the agreement, neither Government may impose any prohibition, import quota, import license, or any other form of quantitative regulation on the importation or sale of any article the growth, produce or manufacture of the other | country included in the appropriate schedule annexed to the agree- ment. It may be noted that this paragraph prohibits not only the imposition of quotas but even the requirement that a permit be secured by an importer in connection with the importation of such articles. | Your Excellency’s attention is likewise invited to the fact that, although the provisions of the second paragraph of Article VII of the agreement permit restrictions to be imposed upon imports of articles _ included in the schedules for certain stated reasons, Your Excellency’s Government did not give the notice and arrange for the consultation between the two Governments required in such circumstances. 
With respect to the question of the applicability of the provisions of Article VIII of the trade agreement to the existing import control regulations, my Government wishes to reserve comment at this time. 
Accept [etc. ] | : | 

611.2231/381 

The Minister in Ecuador (Long) to the Secretary of State 

No. 417 Quito, April 3, 1939. 
[Received April 7.] 

Sir: Reference is made to the Department’s instruction No. 91 of March 2, 1939, regarding Ecuadorean import control measures and
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their relations to provisions of the Trade Agreement and to imports 

| from the United States, and to my despatches No. 392 of March 17, 

1989, and No. 405 of March 27, 1939 thereon.”* a ee 

I have the honor to report that I am in receipt of a note dated 

‘March 29, 1939, from the Minister for Foreign Affairs 7? in which he 

quotes the Minister of Finance to the effect that, as soon as the Board 

of Directors of the Central Bank has been constituted, his Ministry 

| will request a reform of the Import Control Regulations and will take 

into account the complaints presented by the countries with which 

Ecuador has concluded trade agreements. The Foreign Minister 

declares that he feels sure that careful consideration will be given 

| to the modifications of the Regulations which will be duly presented © 

by the Ministry of Finance, adding that the factors concerning the 

balances of payments and the trade agreements signed, among them 

that with the United States, will be first studied. | | 

| A translation of the foregoing note is enclosed for the Department’s 

a information. 
| oe 

In this connection, I have the honor to inform the Department that 

| the President of the Republic told me a couple of days ago that he 

expected that the Board of Directors of the Central Bank would be— 

completed shortly and that they would not delay in proceeding to revise 

: the Import Control Regulations. | | | | 

| - Respectfully yours, Boaz Lone 

"611.2281 /385 | | 

| Phe Minister in Eouador (Long) to the Secretary of State | 

No. 442 | | | Qourro, April 15, 1939. 

| , [Received April 21.] 

Sir: I have the honor to report that on April 13th the President of 

Ecuador informed me that as soon as possible after the return of the 

Minister for Foreign Affairs from vacation, he hoped we might have 

a conference regarding the Trade Agreement. I replied that I should 

be pleased to meet them at their convenience. 

On the 12th Dr. Alejandro Ponce Borja, recently made General 

Manager of the Banco Central, advised me that at the instance of his 

Board of Directors he wished to confer with me regarding methods 

for improving trade relations between the two countries. Yesterday 

when he undertook to deal with the subject, he limited his remarks to 

our protest dated March 13, 1939, saying the Minister for Foreign 

Affairs had requested him to exchange views with the Minister of 

Finance and the Directorate of the Banco Central, to ascertain if all 

| restrictions might not be removed on items listed in Schedule I. 

*% Neither printed. 
. 

* Not printed. | 

~“
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Dr. Ponce Borja said that the opinion of the persons consulted was 
_ that to do so would render their whole Import Control System ineffec- 

tual: that we knew there was a Control when we signed the Agree- 
ment and he wondered if we might not go easy in insisting upon strict _ 
compliance for a time at least, until a study could be made. | | 

I informed Dr. Ponce Borja that before the Trade Agreement was 
signed there was general talk about canceling all Import Control plans; 
that although signed August 6, 1938, the Agreement did not become 
effective until October 23rd; that when I returned toward the end of 
December 1938 the matter of withholding or restricting import permits a 
had been informally discussed with officials at Guayaquil, and later at 
Quito, and that Don Ricardo Ortiz of the Foreign Office had proposed _ 
to the Minister of Finance that the new Import Control Regulations 
then under study should be declared inapplicable to the French and 
American Commercial Agreements. To this the Minister seemed to 
offer no particular objection, but when the public was informed of the | 
Regulations, nosuch provision wasincluded. 8 = _ 
Compliance. Oc | Oo 

I continued that if compliance would, as he thought, ruin Ecuador’s 
Import Control Regulations, and such control was stil] deemed to be | 
necessary, notwithstanding recent public sentiment to the contrary, | 
then we might follow the provisions of the Agreement for arranging 
some other understanding. I added that we would immediately seek: 
to tabulate the imports over recent years on all items in Schedule I in 
order to ascertain whether the opinion which had been given to him 
was correct and that when the tabulation was finished the Consul would 
come up from Guayaquil and we would go into the matter in an effort. 

__ to ascertain what indeed the effect, would be upon. the Import Control. 
should our Trade Agreement:be followed literally. . 83 ©... = | 

A. copy of this despatch has been sent to the Consulate General ‘at 
Guayaquil and as Mr. Nester has been informed for weeks that this. | 

- Subject was coming up for consideration he will no doubt visit Quito. 
as soon after assembling hisfiguresas possible. 885s ss st oo 
‘Respectfully yours, ..— - .: .. Boaz Lone 

611.2231/385: Telegram © 9 OO es 
_ The Secretary of State to the Minister in Ecuador (Long) — 

| Wasuineron, April 24, 1939—5 p. m. 
15. Your despatch 442, April 15. While there is no objection to your proceeding with statistical studies mentioned in the penultimate 

paragraph, you should, whatever the result thereof, be guided by 
earlier instructions, particularly the first paragraph of page 2 of
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| instruction 91 of March 2,”* in your further discussions with the Ecua- 

‘dorans. The Department desires an early settlement of present 

| unsatisfactory situation with respect to trade agreement provisions. 

| 611.2231/382 ae | ee . 

The Secretary of State to the Minister in Ecuador (Long) | 

, No. 112 Oo a ~ ‘Wasutnerton, May 5, 1939. 

a ‘Sm: Reference is made to your despatch no. 420 of April 5, 1939,% 

enclosing a copy of an Ecuadoran law enacted March 3, 1939 dealing 

with the determination of export values of crude petroleum, mineral | 

earth and gold bullion and specie and providing for the basing of © 

| quotas for imports from individual countries upon the value of Ecua- 

| doran exports to such nations. a a | 7 . 

The possible effects of this law upon United States trade relations 

with Ecuador and on the operation of the trade agreement, naturally 

are of concern to the Department. There is enclosed a note which’ 

you are requested to hand to the Foreign Minister at anearly oppor- 

tunity, which sets forth this Government’s position on the broad 

question involved. SO ree | 

‘While making it clear to the Minister that your Government can- 

| not accept the validity of the bilateral, country by country, trade 

balance theory of the law under reference, you may wish to point out. 

| that even on the basis of that questionable theory, the law is open to | 

a number of objections. For example, the specified percentages of 

| the export values of mineral earth and crude petroleum which the 

law would permit to be included for the purposes of calculating 

Ecuador’s balance of trade with individual countries, would: appear 

to be considerably less than the actual proportion of the export value 

) of those products which returns to ‘Ecuador. Regarding mineral 

| earth, you might point out that the Ecuadoran Government imposes _ 

an export tax of 12 percent of the value of the shipments of that com- 

modity. Under the new law, this would leave a balance of only 8 

percent as the estimate by that Government of the value of exports 

of mineral earth which return to Ecuador to cover all the production 

costs of that commodity in the country. You might cite any recent 

data, such as that included with your despatch no. 447 of April 19, 

1938 [1939],2* which you believe to be reliable, which you may be able 

to secure to show the actual percentage of the value of exports of 

mineral earth returned to Ecuador in recent years from exports of 

that product. 

3 Fourth paragraph of the instruction. 

* Not printed. 

\
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‘With regard to crude petroleum you might also endeavor to secure 
reliable information from local sources with which to support any 
statements you may make to the Foreign Minister showing that | 
the estimate of 15 percent would appear to be much less than the 
proportion of the value of exports of that product from Ecuador | 
which actually returns to the country. Oo 

The law would also appear to be deficient in that it apparently 
fails to take into account invisible credit items such as invest- 
ments of foreign capital, expenditures of tourists in Ecuador, and 
so forth. It is the Department’s understanding that. new capital © | 
investments in the country are considerable, particularly in the 
case of the United States in mining enterprises. , 

Supplementing recent instructions on the general question of 
_ Ecuadoran import restrictions since the effective date of the trade 

agreement, you should inform the Foreign Minister that while it 
is a matter of increasing ‘concern to your Government that the 
Ecuadoran Government has up to the present time not modified the 
control system in respect of imports from the United States so as | 
to bring it into conformity with the provisions of Articles VII 
and VIII of the agreement, your Government views with sympathy 
and understanding the economic and financial problems with which | 
the Government of Ecuador is faced and recognizes that in times © 
of exchange stringency it may be necessary to restrict the total | 
amount of imports so as to keep that amount within the actual 
exchange availabilities. However, any necessary restrictions need 
not be applied on a bilateral balancing basis, which is nnsound 
economically and inherently discriminatory. They can be imposed 
on a non-discriminatory basis, in accordance with the provisions 
of the trade agreement and the broad principles of commercial 
policy endorsed repeatedly by conferences of the American States 
and by other nations pursuing liberal trade policies. | 

Please keep the Department fully informed of any pertinent 
developments. | 

Very truly yours, For the Secretary of State: 
| Francis B. Sayre 

[Enclosure] 
Note To Be Presented to the Ecuadoran Minister for Foreign Affairs 

(Lobar Donoso) 

Excetrency: At the request of my Government, I desire to bring 
to the attention of Your Excellency’s Government the concern of the Government of the United States with respect to the possible 
effects upon the commercial relations between the United States and 
Ecuador, with particular reference to the provisions of the trade
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| agreement between our Governments signed August 6, 1938, of the 

law enacted by the Ecuadoran Congress on February 25, 1939 and 

_ approved by the President on March 3, 1939, dealing with the method 

of determining the export. values of crude petroleum, mineral earth © 

: and gold bullion and specie and providing for the basing of quotas 

for imports from individual countries upon the value of Ecuadoran 

exports to such nations. oe a | 

With respect to the relation of that law to the trade agreement, 

| - the arbitrary elimination from the value of exports from Ecuador 

to the United States, for the purpose of computing such value, of 

mineral earth and crude petroleum except for the percentages ind1- 

cated, would undoubtedly have the effect, in accordance with the 

terms of Article 4 of the law under reference, of necessitating import 

control measures on the part of Ecuador to reduce imports from 

the United States. It may be pointed out that no provisions exist 

| in the trade agreement which would permit restrictions to be im- 

| posed upon imports from the United States for the reasons set forth — 

in the Jaw. Such restrictions of imports from the United States 

| - would therefore appear to contravene the provisions of the trade 

agreement. The method by which the Government of Ecuador 

might, if necessary, restrict imports from the United States, is set 

forth in Articles VII and VIII. | | | 

Further with respect to the relation of the Ecuadoran law under ref- 

erence to the trade agreement, it would appear that if a portion or all 

the value of certain exports to the United States were eliminated from 

commercial statistics for purposes of calculating the balance of trade 

between Ecuador and the United States, those statistics might reveal 

an import balance for Ecuador. The question therefore arises as to 

whether Your Excellency’s Government would in accordance with the 

provisions of existing legislation, increase customs duties on all im- 

ports from the United States (unless such legislation may be presumed 

to have been superseded by the new law). It is evident that if such 

action were taken, there would result a clear contravention of the pro- 

visions of Article I of the agreement in so far as products included in 

Schedule I are concerned, and a contravention of the provisions of 

Article XI of the agreement with respect to all other articles imported 

‘nto Ecuador from the United States unless import duties were also 

sncreased to the same extent upon like articles imported from all other 

countries. 
From the foregoing, it will be clear to Your Excellency why my 

Government views with great concern the possible effect of the law | 

under reference on the trade agreement between our countries. My 

Government strongly hopes that the legislation referred to may be 

amended at an early date, and before its provisions have become effec- 

tive in respect of the trade between the United States and Ecuador, in
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order to take into account the terms of the trade agreement of August 
6, 1938. | | 

From the above considerations with respect to the relation between 
the law of March 3, 1939 and the trade agreement, it is equally clear 
that the effectuation of that law would have a most unfortunate effect 
on the general trade relations between the United States and Ecuador, 
and in the opinion of my Government might well lead to demands by 
various affected interests in the United States for retaliatory action by 
my Government. | ) | 

Further, with respect to the provisions of article 4 of the law under 
reference, which would in effect place Ecuadoran foreign trade upon 
a bilateral trade balancing basis, my Government cannot but feel that | | 
this represents a complete departure from the broad policies espoused | 
by the United States and other countries in recent years for the freeing 
of world trade from such restrictive and inherently discriminatory 
measures. In the carrying out of these broad policies my Government 
has continued to hope for the support of Your Excellency’s Govern- | 
ment in giving effect to the declarations adopted at recent Pan Ameri- 
can Conferences, through the trade agreement between our Govern- | 
ments concluded on August 6, 1988, and otherwise. - 

Accept [etc. | | 

631.2231/390: Telegram 
| 

Lhe Minister in Ecuador (Long) to the Secretary of State 

| Quiro, May 5, 1939—4 p. m. | 
OO [ Received 7:47 p. m.] 

31. Department’s telegram No. 15, April 24,5 p.m. In reply to the 
hote presented in accordance with Department’s instruction No. 91, 
March 2, Minister for Foreign Affairs on May 3 gave written notice 
under article VII of the trade agreement. He added that from what | 
he had heard the Board of Directors of the Central Bank are planning 
to reinstate the system of quotas by nations instead of by individuals. 

Text by air mail. | 
| Lone 

611.2231/391 : Telegram 

The Secretary of State to the Minister in Ecuador (Long) | 

WasHINGTON, May 11, 1939—4 p. m. 
| 22. Your despatch 470, May 5.2° Notice given by Foreign Minister 

does not indicate what schedule products it is desired to restrict, ex- 
tent of restriction in each case, or share of each global quota intended 
to be allotted to the United States. 

* Not printed, but see telegram No. 31, May 5, 4 p. m., supre.



— =©616 FOREIGN RELATIONS, 1939, VOLUME V a 

You should secure specific proposals from Tobar on above questions 

Oe and transmit substance thereof by telegram, keeping in mind pro- 

| visions of second paragraph of Article VII regarding 30 day period 

| within which agreement should be reached. er | 

611.2231/392: Telegram SO | | | | 

| | The Minister in Ecuador (Long) to the Secretary of State 

a ee oe ~--Qurro, May 13, 1939—1 p. m. 

Sn nn [Received 3:50 p.m.J 

- 36. Department’s telegram No. 22, May 11, 4 p. m. After confer- 

ence with Minister for External Affairs he offered to submit proposals 

at, the earliest possible date stating Ortiz?’ was conferring with offi- 

cials of the Central Bank. — | | - oe | 

- From conversation this morning with Alejandro Ponce Borja ”8 

it appears that the Government is in a quandary but an appointment | 

has been arranged for a conference with the competent Government 

officials on Tuesday. | | | 

| | | Lone 

611.2231/394 | | 

The Minister in Ecuador (Long) to the Secretary of State 

No. 492 a Qutro, May 19, 1939. 
[Received May 23. ] 

Sir: I have the honor to report that the meeting mentioned in my 

telegram No. 36 of May 13, 1 p. m., 1939, took place on Tuesday in 

the form of a luncheon at the Legation attended by the Minister for 

Foreign Affairs, Mr. Ricardo Ortiz, Chief of Commercial and Con- 

sular Affairs, Dr. Alejandro Ponce Borja, Mr. Luke of the South 

American Development Company, Messrs. Nester of Guayaquil, 

Gade ?° and myself. | | | 

Mr. Luke orally gave figures included in his letter to me, sent with 

despatch No. 447 of April 19, 1939,2° and these he amplified with other 

data which came out naturally as those present asked questions, but the 

general showing was that the Mining Company he represents actually 

brought back into Ecuador during 1938 (at least according to Mr. 

Luke’s figures) approximately 837 of the total of its exports from 

Ecuador. 

Picardo Ortiz, Director General of Commerce and Consular Affairs, Minis- 

try for Foreign Affairs. : 

28 General Manager of the Banco Central. 

2 Gerhard Gade, Second Secretary of Legation. 

*® Not printed.
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Dr. Tobar remained unconvinced, and said he wished to study the 
matter further. | | 
We handed him figures brought by Mr. Nester from Guayaquil which , 

showed that our country was buying more cocoa during the early 
‘months of 1989 than usual; also that its coffee purchases in 1938 were 
greater in kilos than in 1937, albeit the dollar value was less due to | 
lower prices and exchange. We tried to show that we were doing our : 

_ part. Dr. Tobar, as always, said he wished to do the right thing but 
needed more data from Mr. Luke. Mr. Luke offered to furnish any 
figures Dr. Tobar might request. It is understood that Mr. Luke’s 
Company will supply as nearly as possible the data desired by Dr. 
Tobar by handing him its figures, either Saturday or Monday next. 
Dr. Tobar has indicated that immediately he receives the figures and 
has time to analyze them he will make a proposal. 

Respectfully yours, | Boaz Lone — | 

611.2231/394 : Telegram | oe | 

_ Lhe Secretary of State to the Minister in Ecuador (Long) , 

. | ‘Wasuineton, May 24, 1939—7 p. m. 
25. Your telegram 36, May 13,1 p. m. and despatch 492, May 19. | 

, Your telegram 36 refers to Department's telegram 22 of May 11 con- | 
cerning compliance by the Ecuadoran Government with import control 
provisions of the trade agreement. - | 

Your despatch 492 refers to your telegram 36 but is concerned with 
an entirely different matter, the application-of EcuadoranlawofMarch _ 
3 on the percentage of the export values of certain products which may 
be allowed for statistical purposes. | 

While you should continue to press for a satisfactory solution of the 
latter question in accordance with the Department’s instruction no. 112 
of May 5, you should concentrate your attention on the matter of Ecua- 
doran compliance with the import control provisions of the trade 
agreement, in accordance with the Department’s telegram 22 of May 
11 and previous instructions on that subject. ‘The 30-day consultation | 
period envisaged in Article VII will expire on June2. There remains 
very little time, therefore, for us to receive and consider specific pro- 
posals requested. 

| Hou 

611.2231/395 : Telegram 

Lhe Minister in Ecuador (Long) to the Secretary of State 

Qurro, May 25, 1939—7 p. m. 
[Received May 26—2: 37 a. m.] 

41. Department’s telegram No. 25, May 24, 7 p.m. If Department 
desires now to modify trade agreement the Ministry of Foreign Affairs
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orally suggests fixing as the annual quota for the United States of 40 | 

| million sucres. However, it is now proposed to modify the regulations 

: governing import control, establishing instead of import permits a 

deposit of 30% of the value of merchandise ordered. He added that 

if the latter is approved our commerce probably would benefit since — 

: most United States exports consist of necessities. a 

The Government of Ecuador profoundly regrets having to suggest 

_ this reduction, but if the 30% method is not approved, the same prin- 

ciple as now suggested in our case will be applied to all countries with 

- which Ecuador has commercial relations. = oe | 

The Foreign Minister regards the present as a transitory situation 

. jikely to exist until exports can be increased which should result if 

| - Ecuador obtains a loan. — so OS - | 

- The Central Bank this afternoon approved 30% plan described 

above, but it must receive the approval of the Council of State and — 

: there is much opposition on the part of Chambers of Commerce. Not- 

| withstanding the opposition the Minister for Foreign Affairs hopes 

. that a decision as to the changes indicated will be made soon, but if 

matter is not settled prior to June 1 he will give me a note confirming 

the above mentioned quota for the United States. 

| ~ Tobar at first proposed 31 million (see despatch No. 459, April 27 **) 

but after a long argument he reluctantly raised figure to 40 million. 

He repeated the hope that it would not be necessary to make public 

the modification arrangement for reasons given in my letter of May 

9232 to Mr. Duggan.* | : a | | 

| 611.2231/398 ae | | 

The Minister in Ecuador (Long) to the Secretary of State | 

| No. 500 | | | Qurro, May 26, 1939. 

| [Received May 31.] 

Sir: With reference to the Department’s instruction No. 112 of 

May 5, 1939, and previous correspondence, regarding the Ecuadorean 

Law of March 3, 1939, calculating the exports of mineral earth at 

only 20 percent of its declared value, I have the honor to inform the 

Department that, in spite of prior and subsequent oral assurances from 

members of the Foreign Office, I am in receipt of a note numbered 61 

D. C. and dated May 18, 1939, from the Ministry of Foreign Affairs, 

to the effect that the Law in question is an economic measure, does not 

affect the Treaty, and applies impartially to all countries. 

“1 Not printed. . 

2 Not found in Department files. 

3 Laurence Duggan, Chief of the Division of the American Republics.
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An English translation of this self-explanatory note is duly enclosed — 
for the Department’s information. : | | 

Respectfully yours, So Boaz Lone 

[Enclosure—Translation] | 

Lhe Ecuadoran Minister for Foreign Affairs (Tobar Donoso) to the 
| Oo American Minister (Long) | | 

No. 61 DC | | -Qurro, May 18, 1939. 
Mr. Minister: The very courteous note No. 45 of the eighth in- 

stant from Your Excellency, regarding the fulfilment of the Legis- 
lative Decree of March 8rd last, which regulates the computation of  — 
the commercial balance, in dealing with the exportations of crude 
petroleum, mineral earth, and gold in bars; and the effects which such __ | : 
regulations might have upon the Trade Agreement signed between | 
Keuador and the United States of America, was immediately brought 
to the attention of the Minister of Finance and of the Central Bank, 
with the recommendation that it be studied prior to any other admin- 
istrative question. : | | a | 

In conformity with the request of the Foreign Office, the President | 
of the said banking institution, gave me the following reply which 
Iquote: | a : : | | 

“Central Bank of Ecuador, Quito, May 16, 1939, No. 3792. 
Dr. Julio Tobar Donoso, Minister for Foreign Affairs, City. 
“T have the pleasure of making immediate reply to your courteous 

note of that Ministry, numbered No. 334—DC and dated the fifteenth 
instant, with which you enclosed the communication from the Minister 7 
of the United States of North America to your Ministry, regarding 
the fulfilment of the Legislative Decree of March 3rd last, concern- 
ing the manner of computing the trade balance of the exportations 
of crude petroleum, mineral earth and gold in bars, and its rela- 
tion to the Trade Agreement signed between Ecuador and the United 
States of North America on August 6, 1938. The Ministry under 
your worthy charge was good enough to quote the said note and to | 
request me to advise you thereon as soon as possible. I can give you 
my opinion as follows: The above-mentioned Legislative Decree was 
issued by the last Extraordinary Congress, being based on the fact 
that, as regards Ecuadorean economy; the exportation of mineral 
earth and petroleum represents, in reality, a supply of foreign 
exchange to the country only in the proportion set forth in the said 
Decree, and I understand that it was the Ministry of Foreign Affairs 
which promoted the enactment of the Decree in question, for the 
reasons mentioned. Consequently, the Ministry of Foreign Affairs 
should maintain, in my opinion, the same reasons in reply to the note 
of the Minister of the United States. The Legislative Decree of 

* See note printed on p. 613. 

293800—57—40
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‘March 3rd last, does not refer expressly to the exportations from 

| Ecuador to the United States, as one might assume from the note of 

the Minister of that country, but to petroleum, mineral earth, and 

gold, destined to any country, without any complaint having been 

| received, as far as 1 know, from any country. While it is certain _ 

| that, in making the deductions provided for in the Law in question, 

the figures of exports to the United States may be reduced to the point 

- where it appears that (Ecuador) has an unfavorable trade balance | 

with that country, this situation in perspective has no way changed 

the preference which the Import Control, under this Bank, observes 

, with respect to the heavy purchases which, generally, are made from. 

c the United States, a country heading sales to Ecuador, = | 

| | | | | Very truly yours, 

| | a oe | N. Bonifaz”. 

| As Your Excellency may confirm, the purpose which inspired the © 

o Legislative Decree of March 3rd of this year, is essentially economic 

- and is not concerned with special means of appreciating the various 

markets which supply themselves with Ecuadorean production. 

7 | Thus, the provisions constituting the same, do not exclusively or par- 

- tially affect certain countries, except that their application, of a uni- 

| form, general, and absolutely impartial character, creates unfavor- 

. able projections in the volume of the trade balance, for all those — 

nations which buy from us products of mineral origin that are set 

forth in the Decree in question. | | 

| Moreover, as the President of the Central Bank well says, the opera- 

tion of the said Decree has not prevented the normal commercial _ 

development between my country and that so worthily represented by 

Your Excellency; nor has it created any obstacles to the free and 

favorable issuance of permits for the importation of merchandise 

: from the United States of America. | a | 

I avail myself [etc.] J. Topar Donoso 

611.2231/395 : Telegram . 

The Acting Secretary of State to the Minister in Ecuador (Long) 

| Wasuineton, May 29, 1939—4 p. m. 

ov. Your 41, May 25, 7 p.m. In view of the unsettled situation 

reported in your telegram, and as a temporary solution pending such 

time as the Ecuadoran Government arrives at a definite decision on 

its import control system, you are authorized, prior to June 2, to 

acknowledge the Foreign Minister’s note of May 3” and subsequent 

offer of 40 million sucres for the United States in the following terms: 

“Tn view of the difficult economic situation facing Ecuador, my 

Government would not object, as a temporary measure, pending 

5 Not printed, but see telegram No. 31, May 5, 4 p. m., from the Minister in 

Eeuador, p. 615. .
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further clarification of the Ecuadoran import control system, to re- , 

strictions on all imports from the United States, including articles 

covered by Schedule I of the trade agreement, to a total of 40,000,000 
sucres for 1939, provided that figure represents in relation to total | 

permitted imports into Ecuador from all countries a percentage of | 
such imports not less than the percentage of total Ecuadoran imports | 

supplied by the United States during a previous representative period, 

for example, 1936-38. During that period the United States supplied 
about 34 percent of total Ecuadoran imports. My Government 

assumes that such restriction will be administered by the Government 

of Ecuador in a fair and equitable manner as between imports of indi- 

vidual commodities and that in the application of the Ecuadoran ~ 

import control system, no other or more onerous formalities or require- 

ments will be imposed in connection with imports from the United 
States than those imposed in connection with imports from any other 

country.” ae | | | 

: oo a : | WELLES | 

611.2281 /396 : Telegram | | | 

— The Minister in Ecuador (Long) to the Secretary of State | | 

| ; a : ~ Qurro, May 30, 1989—8 p. m. 

a [Received 7:45 p. m.] 

| 42. Department’s No. 27, May 29,4 p.m. After acquainting the | 

Minister for Foreign Affairs with the contents of Department’s tele- 

gram under acknowledgment Dr. Tobar said that he would send me 

a note by tomorrow making the proposal of 40 million sucres and I 

replied that immediately upon receipt I would send him a note con- | 

taining the points mentioned in Department’s telegram No. 27 and it 

was my understanding that this would complete the negotiations for 

the time being. He did not ask about publicity being given to the | 

exchange of notes nor did I refer thereto. | 

Dr. Tobar stated that yesterday, after the new Minister of Finance 

had taken office, the position of the Central Bank with respect to the 

30% plan was fully explained to him. Some of the Chambers of 

Commerce have requested that it be not effective until July 1 instead. 

of June 1 as originally intended. At this moment it is not possible 

to predict the outcome. 
Lone 

611.2231/899 : Telegram 

The Minister in Ecuador (Long) to the Secretary of State 

Qurrto, June 1, 1939—6 p. m. 

| [Received June 2—1 a. m. | 

43. Procedure outlined in my telegram No. 42, May 30, 3 p. m. has 

been carried out. Foreign Minister offered to send a note today, after
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, confirming figures of 34 percent mentioned in our note, agreeing there- 
to, but owing to illness of Ortiz he says that he cannot do so until 

ae _ tomorrow. | | | 
~ | | a Lone 

611.2231 /401 | | | | oo | 

Lhe Minister in Ecuador (Long) to the Secretary of State ; 

| No. 507 , Quiro, June 1,1939. 
: ee a | | [Received June 6.] | 

_ Sim: With reference to my despatch No. 500 of May 26, 1939, 
ae -and previous correspondence, regarding the. Ecuadorean Law of 

March 3, 1939, calculating the exports of mineral earth at only 20 
percent of its declared value, I have the honor to report that, in con- 
formity with my request (Despatch No. 492 of May 19, 1939), Mr. R. 

7 P. Luke, the Resident Manager of the South American Development 
Company, has furnished me with statistics, covering the years 1986, 

—-: 1987, 1988, and 1939 up to April 30th, on the production of his Com- 
pany, salaries and taxes paid, and the amounts of dollars returned to _ 
Ecuador. Mr. Luke was good enough also to have prepared a memo- 

| randum on the Cotopaxi Exploration Company, a subsidiary of the 
| South American Development Company, giving details of the large 

| _ Investments and expenditures made by the former Company up to 
December 31, 1938 and estimates thereof for the first four months of 
1939. Copies of the foregoing documents *’ are enclosed for the 
Department’s information. | | 

| While it appears that the Government either cannot or will not 
take steps to repeal or amend the Law of March 3, 1939, before the 
Congress convenes in August, it is believed that it might consent, in 
spite of its uncompromising note No. 61 D. C. of May 18, 1989 ( Des- 
patch No. 500 of May 26, 1939), to recommend a higher percentage 
than the present 20 percent. The figures furnished by the American 
gold-mining companies should prove valuable in showing that the 
computation of 20 percent is inequitable. 

In view of the foregoing considerations, I have the honor to inquire 
whether the Department wishes me to maintain the attitude expressed 
in the draft note contained in its instruction No. 112 of May 5, 1939, 
that the Law of March 3, 1939 contravenes the provisions of the Trade 
Agreement, or whether consideration should be given to a possible 
proposal to increase the 20 percent to a larger percentage. 

The French Minister, who learned of the draft law when it was first 
introduced into the Assembly last year, secretly agreed with the Minis- 
try of Foreign Affairs to accept the computation of petroleum at 15 

7 Not printed.
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percent, in case the Franco-Ecuadorean trade agreement were con- 
cluded. a : | | | 

The British Chargé d’Affaires confidentially states that his Govern- 
ment has made no objections, in view of the fact that the Ecuadorean ‘ 
Government recently removed Great Britain from the list of countries 
on whose products a 50 percent surcharge tax is imposed upon impor- 
tation into Ecuador, although Ecuador had an unfavorable trade bal- 
ance of about 31 percent with Great Britain last year. 

Respectfully yours, Boaz Lone 

611.2231/402 | 

| The Secretary of State to the Minister in Ecuador (Long) | 

No. 126 | WASHINGTON, June 15, 1939. 

| Sir: Reference is made to your telegrams nos. 42, 48 and 44 of May 
30, June 1 and June 2, 1939, ** respectively, and to your despatches os 
nos. 497 and 510 of May 26 and June 2, 1939, respectively,?* regarding 
the question of securing the compliance of the Ecuadoran Govern- 
ment with the import control provisions of the trade agreement be- . 
tween the United States and Ecuador. 

With the exchange of notes between the Foreign Minister and your- 
_ self, the formal action called for by the provisions of the trade agree- 

ment may be considered to have been fulfilled. In its revised form as 
reported in your telegram no. 44, however, the Foreign Minister’s 
note of June 2 is not completely satisfactory, but it is believed that it | 
may be considered adequate. For example, in the first paragraph Dr. | 
Tobar states that “while the system of control of importations is in 
effect”, imports from the United States may be limited to 40,000,000 | 
sucres. ‘The qualification in your note of May 30 read “as a temporary 
measure pending further clarification of the Ecuadoran import sys- 
tem”. In case future difficulties should arise on this point, reference 
may be made to the terms of your note. 

As another example, the elimination of the fourth paragraph of the 
original draft of the Foreign Minister’s note, while satisfactory in 
removing any connection with the law of March 8, 1939, also removes 
the minimum percentage figure of total Ecuadoran imports which the 
40,000,000 sucres are to represent. However, the third paragraph of 
Dr. Tobar’s note of June 2 states that his Government “will take 
strictly into account” the proportion of Ecuador’s total imports sup- 
plied by the United States in the years 1936-88, inclusive. 

Regarding the question of giving publicity to the arrangement, the 
Department appreciates the reasons advanced by the Foreign Minister 

* Telegram No. 44 of June 2 not printed. 
® Neither printed,



ss  §24=——s—*~=<=«é«éKOREIGIN RELATION, 1939, VOLUMEE V | 

| | for wishing to avoid publishing the terms of that temporary agree- 

| ‘ment. However, the provisions of article VIII of the trade agree- 

ment provide for the giving of public notice of the amounts of per- 

, mitted imports. Further, traders in both the United States and 

| ‘Ecuador are entitled to have that information. The Department is of 

the opinion, therefore, that the Ecuadoran Government should in the 

near future issue a statement along the lines of that which the Depart- 

| ment proposes to issue here. This statement, a copy of which is én- 

closed,” gives the substance of the arrangement worked out with the _ 

| Ecuadoran Government, and the Department would like to issue it con- 

| currently with the release of a similar statement by the Ecuadoran _ 

Government. You may show the enclosed draft to the Foreign Min- 
ister, indicating our desire to have statements issued simultaneously in _ 

Washington and Quito. Any release date after you receive this in- 

| 7 struction would be satisfactory to the Department, and you should 

telegraph a few days in advance, information as to the date that may 
have been selected by the Foreign Minister. If Dr. Tobar declines to 

issue a statement in Quito, you should inform him that your Govern- 
| ment feels that such action is necessary in view of the provisions of 

article VIII and the importance of informing traders in both coun- 

| tries. You may also inform him that the Department intends to issue _ 

a statement in Washington whether or not one is released in Quito. 

There remains the further matter of assuring that the arrangement 

set forth in the notes will be carried out in practice, that is, not only 
will not less than 40,000,000 sucres of imports be permitted to enter 
Ecuador from the United States during 1939, but that amount will 
represent in relation to total imports into Ecuador, not less than the 

proportion (34 percent) of such total supplied by the United States in 
the period 1936 to 1938, inclusive. In order to do this, it will be neces- 
sary for you to ascertain, as soon as possible, the value of imports into 
Ecuador from the United States during the first five months of the 
present year (that is, up to the approximate date of the conclusion of 
the recent agreement). On the basis of that information, it will be 
possible to determine what part of the permitted total of 40,000,000 

sucres for the United States has already been supplied by this country, 
and the balance which remains for the rest of the year. Each month 
during the remainder of 1939 you should ascertain the amount of im- 
ports into Ecuador from the United States and from all countries and 
report this information to the Department. 

Please continue to keep the Department currently informed regard- 

ing the questions discussed above. 
Very truly yours, Yor the Secretary of State: 

Francis B. Sayre 

© Not printed.
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611.2231/404 : Telegram a | 

The Minister in Ecuador (Long) to the Secretary of State 

. | = Qurro, June 23, 1939—3 p. m. 

: | | [Received 8: 45.p. m.] 

49. I have submitted to the Minister for Foreign Affairs the text of | 
press release which accompanied Department’s instruction No. 126, | 
June 15 which is satisfactory to hin. Dr. Tobar informs me however 
that there is some probability the 30% plan referred to in previous 
correspondence will go into effect July 1. He has supplied me with 
a draft of the latter and thinks it would be well for the Department | - 
to understand its terms, after which he will be agreeable to publica- 
tion of whatever release the Department deems tobeconvenient. Copy 7 
will be forwarded by air mail leaving here tomorrow. ee 
| | _— owe 

611.2281/401 / re | 

The Secretary of State to the Minister in Ecuador (Long) 

No. 129 _ | Oo | WasHINGTON, June 24, 1939. | 

Sir: Reference is made to your despatch no. 500 of May 26, 1939, : 
and enclosed translation of a note from the Ecuadoran Foreign Minis- 
ter, and to your despatch no. 507 of June 1, 1939, on the subject of 

the relation to the provisions of the trade agreement between the , 

United States and Ecuador of the terms of the Ecuadoran law of March —— 

8, 1939, which provides for the percentages of the export value of cer- | | 

tain Ecuadoran products which may be allowed for statistical purposes 
in calculating the trade balance between Ecuador and individual for- . 

eignnation. = | ae SO 

| For your own information, the reply of the Foreign Minister to - 

your note no. 45 of May 8, 1989 ** is unsatisfactory in that it disregards | 
completely this Government’s fundamental concern with the Jaw in 
question ; it is no answer that the law since its effective date “has not 
prevented the normal commercial development” between Ecuador and 

. the United States, nor “created any obstacles to the free and favorable 

issuance of permits for the importation of merchandise from the United 
States of America.” It is pertinent to observe, with reference to the 
above statements quoted from the Foreign Minister’s note of May 18, | 
1939, that to the best of the Department’s knowledge, the law has not 
yet been applied. | : | 

The fact that the law under reference has not yet been applied does , 
- not, however, diminish the concern with which this Government views 

“ See note printed on p. 613. ——
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| its provisions, both on account of the conflict with the trade agreement 

should they be applied, and because those provisions appear to confirm 

the commercial policy of Ecuador upon a bilateral, country-by-country, 

trade-balancing basis,’a policy to which, as you know, the Government _ 

of the United States is strongly opposed as being directly contrary to 

the trade-liberalizing principles which this Government is pursuing, 

| and for which principles it is endeavoring to secure the active support 

of other Governments. Ce Oo a 

| The important question is not the exact percentage of the value of 
- the exports of certain products which the Ecuadoran Government may. 

- - permit for the calculation of the country’s trade balance, but the | 

effects of such action as they relate to the treatment which may be 

: accorded imports from the United States, and the principles embodied — 

| This Government would of course be glad to receive assurances that 

the law of March 3 would be repealed at the next session of the Na- 

: tional Assembly. If this is not possible, an adequate but less satisfac- 
tory solution would be to receive assurances either that the law will be 

| amended so as to eliminate any possible conflict in practice with the 

provisions of the trade agreement, or that, in view of the trade agree- 

oo ment, the law will not be applied against imports from the United 
States. In this connection, if the Government of Ecuador actually 

complies fully with the provisions of the trade agreement and of the 

arrangement recently concluded regarding permitted imports from _ 

oe the United States, a considerable part of this Government’s concern 

with the law of March 3 will disappear. Because of the principle 

| involved, however, it is believed that your efforts along the lines just 

indicated should be continued, and to that end there is enclosed the 
text of a further note which you are authorized to hand to the Foreign 
Minister at an early date, once the matter of publicity has been settled 

in connection with the question of securing Ecuadoran compliance 

with the import control provisions of the trade agreement. It is be- 

lieved that the enclosed note is self-explanatory, and it is hoped that 

it will result.in a satisfactory solution of the question under reference. 

You should also continue your efforts to see that the Foreign Minis- 

ter is supplied with information as to the actual returns to Ecuador 

from exports of the commodities affected by the law, not primarily 

| for the purpose of having larger percentages of export values per- 

| mitted by the law, but more importantly as a means of securing the 

| repeal or amendment of the law, or assurances along the lines indi- 

| cated above. | | 

If it is not possible to attain any of the above objectives, the De- 

partment will instruct you further upon receipt of a report as to the 

results of the action suggested herein.
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In connection with the question under discussion, it may be noted 
that on page 3 of the draft note enclosed with the Department’s in- 
struction no. 112 of May 5, 1939, reference was made in parenthesis 
to the apparent inconsistency between various Ecuadoran laws deal- | 
ing with customs and import control matters. This phase of the 
present question does not appear to have been covered by any of your | 

_ despatches, and the Department would appreciate receiving an ex- 
planation. | oe | 

| By the terms of Article 4 of the law of March 3, 1939, “the quotas 
fixed for imports from each country shall be in proportion to Ecuado- 
Tan exports to each of those countries,” with a margin of 20 percent | 
in favor of Ecuador, which would seem to imply that permitted im- | 
ports from any country could not exceed 80 percent of Ecuadoran - 
exports to such country. Notwithstanding the above law, by a legis- 
lative decree of March 7, 1939, appearing in the Registro Oficial of , 
March 15, and enclosed with your despatch no. 421 of April 5, the - 
basic customs law was modified to provide that the Minister of Finance _ 
could impose a surcharge of up to 75 percent on imports from countries | 
whose trade with Ecuador was found to be “unfavorable” to the latter a 
by more than 30 percent. Presidential Decree no. 82, effective April : 
1, 1939 and appearing in the Registro Oficial of that date, refers to | 
the above-mentioned legislative decree but provides for a customs 7 
surcharge of 50 percent, the same as during 1988, on imports from | | 
countries whose trade with Ecuador is “unfavorable” to the latter by : 
more than 380 percent. While the provisions of Presidential decree — 
no. 82 appear to be transitory in that the list of countries will pre- 

_ sumably change in the future with the state of the trade balance be- | 
tween Ecuador and individual foreign nations, as that list has changed - 
in the past, the legislative decree of March 7 appears to be basic Ecua- 
doran law and provides for action to be taken in the event Ecuador’s - 
trade balance with any country becomes “unfavorable” to the stated | 
extent. The Department does not see, however, how Ecuador’s trade 
balance with any country could be “unfavorable” to any extent if by | 
the provisions of article 4 of the law of March 3 permitted imports 
from any country may not exceed 80 percent of Ecuador’s exports to | 
that country. Inasmuch as there does not appear to be anything in 
either the law of March 3, or those of March 7 or April 1, to take care 
of the apparent inconsistency, the Department would appreciate an 
explanation of which law or laws are presumed to be in force at 

-_-:present. 

Very truly yours, For the Secretary of State: 
| Francis B. Sayre
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| ; a: 7 | . . » [Enclosure] | | oe | 

Note To Be Presented to the Ecuadoran Minister for Foreign Affairs 

| | a (Tobar Donoso). - : a 

_ Exceniency: I have the honor to acknowledge the receipt of Your. 

Excellency’s note no. 61 DC of May 18, 1939 * regarding the effects of 

| Ecuadoran Legislative Decree of March 8, 1939, in reply to my pre- ~ 

: vious note of May 8, 1989 **onthesamesubject. a | 

| | [have transmitted Your Excellency’s note to my Government, which 

| now requests me once more to address Your Excellency on this 

question, = — 4 | 

| In Your Excellency’s note under reference, it is stated that the law _ 

a since its effective date “has not prevented the normal commercial devel- 

— opment” between Ecuador and the United States, nor “created any 

| obstacles to the free and favorable issuance of permits for the impor- 

tation of merchandise from the United States of America.” Without 

. questioning these statements, my Government respectfully suggests 

Oo that the reason the law under reference has not operated in an adverse 

| manner against the commerce of the United States is that the provi- 

7 sions of the law have not been placed in force up to the present time. — 

| It continues to be the hope of my Government that for the reasons 

indicated in my previous note to Your Excellency on this subject, 

| the law in question may be repealed at an early date. 

7 Accept [etc.] | 7 | — | 

| 611.2231/407 : Telegram | | | | | 

| ‘The Minister in Ecuador (Long) to the Secretary of State | 

Qurro, June 28, 1939-10 a. m. 

| | | [Received 2: 35 p. m. | 

= 51. My telegram No. 50, June 27,10 a.m.** Thirty per cent import 

control plan ** becomes effective July 1, the text being identic with 

Spanish transmitted with my despatch 538, June 23.44 | an 

oo | | a , Lone 

611,2231/406 : Telegram 7 | | 

The Secretary of State to the Minister in Ecuador (Long) 

- Wasutneton, June 29, 1939—2 p. m. 

99. Your telegrams 49 and 50, June 23 and 27 * and despatch 538, 

June 23.** It is assumed that the 30 percent plan supplements the 

“ Ante, p. 619. 
8 See note printed on p. 613. 
“ Not printed. 
“5 Decree of June 26, Registro Oficial, July 1. 
“Telegram No. 50, June 27, not printed.
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existing import permit system. Please confirm. In any case, this Gov- 
ernment will expect the Ecuadoran Government to carry out its under- 

_ taking in the recent exchange of notes. - | 
| The press release will be issued here for use on Thursday, July 6th, : 

unless the Foreign Minister objects to that particular date. Telegraph 
immediately if that date is satisfactory. The Department does not | 
insist, but believes it desirable that similar statement also be issued 
in Quito. | re 

No objection is perceived in principle to 30 percent plan, but the : 
following comments should be conveyed immediately to the Foreign | 
Minister unless published text makes them inapplicable: | 

Article 15, fifth paragraph.” We assume there would be no discrim- _ , 
ination as between countries of origin. Final paragraph.® We also 
assume no discrimination, such as requiring 30 percent in case of an 

American product and 10 percent on the same product from another 
country. 
Article 29 *° clearly conflicts with Article 11 of trade agreement. 

-—No reason is seen for such exemption, as deposits may be made in = =~=—S 
either foreign or local currency. We cannot concur in this provision 
and if exemptions are granted to compensation transactions, the United _ 
States must necessarily insist upon similar exemption for imports 
from the United States. - | : 

__ Article 37. We would expect that any new requirements on 
imports from the United States will be imposed only in accordance | 
with the provisions of the second paragraph of Article 12 of the trade 
agreement. | 

| | | Hot 

611.2231/409 : Telegram 

The Minister in Ecuador (Long) to the Secretary of State 

Qurro, June 30, 1939—5 p. m. 
[Received 11:34 p. m.] 

53. Department’s confidential telegram No. 29. After conveying 
substance to Minister for External Affairs he authorized me to say 
that 30 percent plan completely supersedes earlier import control 
regulations, which now may be totally disregarded, but that Ecua- 
dor’s commitments under recent exchange of notes will be main- 
tained. : | - 

_ Minister Tobar is agreeable to publication by us of the release 
which accompanied Department’s instruction No. 126 on July 6 

“This paragraph provided for exemption from deposit under certain condi- 
tions of articles imported for industries. 

“This paragraph gave the Administrative Council of the Central Bank of 
Hcuador authority to modify the percentage of the deposit within certain limits. 

“ Article 29 exempted from the deposit requirement authorized importations 
whose value was covered by exportations of coffee.
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| but says confidentially that Ecuador prefers not to publish in order 

to avoid difficulties with France. Doctor Tobar assures me that — 

article 15, 30-percent plan will be administered impartially and that 

second paragraph of article 12 of our trade agreement will be - 

respected. on | | | 

As to article 29, (30% plan) Minister Tobar consulted Dr. 

Alejandro Ponce Borja, manager of Central Bank, who stated its 

_ provisions were designed to care for small amount of lowest erade 

| coffee not salable elsewhere which is usually traded to Chile; adding 

that if we.could use these screenings we would receive same treat- 

ment under article 29. a 7 
| _ Will check up on coffee screenings and report later. | 

| a : | ) ; Lone 

- 611.2281/409 : Telegram OO 7 

_ The Secretary of State to the Minister in Ecuador (Long) 

| | -.  Wasuinerton, July 5, 1939—6 p. m. 

, - 30. Your 53, June 30,5 p.m. As the 30 percent plan completely 

supersedes earlier import control regulations, and it appears from 

| clause 6) of article 14 that import permits will be issued without any 

restrictions on value or source of imports, following 30 percent de- 

posit and presentation of application in proper form, articles 7 and 

8 of the trade agreement do not appear pertinent to the new system. 

As this Government’s efforts over the past several months were direct- 

ed to securing compliance by the Ecuadoran Government with those 

articles in view of their applicability to the import control system 

then in force, the termination of that system makes pointless the issu- _ 

ance of a press release describing an agreement worked out on the 
basis of that system. A release will therefore not be issued here at 

this time. 
For the present, you should observe closely and report on the oper- 

ation of the 30 percent plan, keeping in mind particularly the pro- 
visions of article 11 of the trade agreement. It should be borne in 
mind, however, that if any applications for permits covering imports 

from the United States are rejected, the provisions of articles 7 and 
8 of the trade agreement once more become applicable. | 

Despite Ponce Borja’s explanation regarding coffee screenings, we 
still find objection to article 29 of the new law in that, in effect, it 
places in a preferential position trade with countries importing such 

_ grades of Ecuadoran coffee and hence discriminates against all coun- 

tries not taking such coffee. 
Hout
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611.2231/420 oe mo 
The Secretary of State to the Minister in Ecuador (Long) 

No. 157 . Wasuinerton, August 29, 1939. | 
‘Sm: Reference is made to your despatches nos. 588 of July 28 and > 

614 of August 18, 1939 and to the Department’s telegram no. 39 of 
August 7, 1939 ** regarding the results of the trade agreement between | 
the United States and Ecuador, particularly with respect to the effect 
upon the revenues of the Ecuadoran Government of the concessions 
granted on various products imported from the United States. 

For your own information, the Department considers that the cir- 
cumstances in Ecuador under which the agreement has operated since 
its effective date have in large measure served to defeat the purposes 
for which the agreement was negotiated. The concessions granted by 
Ecuador were intended to stimulate exports from this country and to 
protect American trade in the commodities affected against less fav- 
orable treatment during the life of the agreement, but since the effec- 
tive date of the agreement import restrictions have been in effect in | | 
Ecuador apparently both arbitrary in their application and in conflict 
with those terms of the agreement providing for methods of applying 
such restrictions should they be found necessary for any of the reasons 
stated therein. Any comparison of imports into Ecuador before and 
after the effective date of the agreement would not, under such circum- 
stances, appear to be of any particular value. Had there been no form / 
of import control in effect in Ecuador during the period of the agree- | 
ment, or even had such control been applied in accordance with the 
terms of the agreement, it would then of course be useful to analyze 
imports into Ecuador from the United States prior and subsequent to 
the effective date of the agreement. - 
With regard to the effects of the trade agreement upon imports into © 

the United States from Ecuador, on which you have requested statis- 
tical data, the concessions which this Government was in a position 
to offer in the trade agreement consisted, as you know, almost entirely 
of bindings upon the free list, the single exception of importance being 
the reduction in duty granted on so-called Panama hats. The binding 
free of duty of important Ecuadoran export products was of course 
of value to Ecuador in assuring continuance of such favorable customs 
treatment. Nevertheless, concessions of such a nature could not in 
themselves have been expected to facilitate larger exports of the com- 
modities affected from Ecuador to the United States. Increases in 
imports of articles on this country’s free list depend primarily upon 
improved purchasing power in the United States, which is in turn 
dependent upon general economic conditions. The comments above | 
are for your confidential information. 

2 None printed.
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_ In view of the foregoing, the Department does not desire that the 

question of the results of the trade agreement be taken up with the 

Ecuadoran Government at this time. Should officials of that Govern- | 

| ment raise the question, you should request them to convey their views 

| in the form of a note or memorandum, which should be transmitted 

- for consideration bythe Department. a 8 oo 

| Very truly yours, | For the Secretary of State: 

| | | Co . Henry F. Grapy 

822.516/312 a _ 

The Chargé in Ecuador (Gade) to the Secretary of State 

No. 729 ———- Qurro, October 26, 1939. 

| co | [Received November 1.] 

oo Sir: With reference to the Legation’s despatch No. 708 of October 

13, 1939, °° enclosing Emergency Decree No. 9AT of October 11, 1939, 

which reduced the advance deposit required for orders of imports, 

from 80 percent of the value thereof to 15 percent, I have the honor 

| to transmit herewith the text of Emergency Decree No. 220 of Sep- 

| tember 11, 1939, published in the Official Register of September 22-23, — 

| 1939, and an English translation.” aa 

| This Decree totally exempts from the requirement to make a deposit, 

orders for the importation of implements and machinery for agricul- 

- ture and industries established in the country, prime materials and 

other articles necessary to the operation of such industries, as well as 

foodstuffs indispensable to the centers of mining and agricultural 

exploitation which have contracts with the Government. The Decree 

also provides for the return of deposits made on orders of merchan- 

dise to be imported from Germany and other European countries that 

are not in a position to make shipment. . | 

Respectfully yours, — GERHARD GADE 

622.006/94 

The Chargé in Ecuador (Gade) to the Secretary of State 

No. 795 ~Qurro, December 27, 1939. 

[Received January 2, 1940.] 

Sir: With reference to the Legation’s telegram No. 100 of December 

13, 1939, reporting that the Import Control System will be abolished 

on January 1, 1940, I now have the honor to transmit herewith the 

text of Executive Decree No. 14 of December 23, 1939 (as published 

in El Comercio on the following day), which abolishes the System. 

* Not printed. |
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An English translation of the Decree * is also enclosed for the 

Department’s information. 

Respectfully yours, | GERHARD GADE 

ATTITUDE OF THE UNITED STATES TOWARD THE PROPOSED AC- 

QUISITION OF THE GALAPAGOS ISLANDS FROM ECUADOR™ | 

822.014G/427 _ | 

The Under Secretary of State (Welles) to President Roosevelt ** 

| | - Wasuineton, May 6, 1939. | 

My Dear Mr. Present: In submitting its report to the Chair- 

man of the Committee on Foreign Affairs of the House of Representa- | 

tives with respect to H. R. 5378, “To authorize the President to enter _ 

into negotiations with the Republic of Ecuador for the acquisition 

_ of the Galépagos Islands”, the Department of State affirmed its un-— 

derstanding that you held the opinion “that it would not be in the pub- / 

lic interest for the Government of the United States to acquire the 

Galapagos Islands”. The Secretary of State added, however, as fol- 

lows: | 7 

“That although this Government is not itself interested in acquiring 

- the Islands, any endeavor on the part of any non-American power 

to purchase or lease the Islands or to use any part of them for a naval, | 

military, air, or even a commercial base under whatever terms would 

be a matter of immediate and grave concern to this Government”. 

No consultation was held with the War and Navy Departments at . 

the time this report was framed, since this Department had under- 

stood from communications of the War and Navy Departments. 

received in previous years that the Galapagos Islands were of no con- | 

siderable positive strategic value to this Government, although admit- 

tedly, as stated in the above paragraph, their use or possession by a 

non-American power might be definitely embarrassing to this Gov- 

ernment from a military as well as from a political point of view. 

It would appear, however, that due possibly to the great advances 

which have taken place in military and naval science and to the | 

“Not printed. | | oS pe 

® or previous correspondence, see Foreign Relations, 1935, vol. Iv, pp. 517 ff. 

% The original of this letter was returned to the Department with the nota- 

tion: “SW-OK-FDR”. - | 

The text of the bill read: “Be it enacted by the Senate and House of Rep- 

resentatives of the United States of America in Congress assembled, That the 

President of the United States is hereby authorized to enter into negotiations 
with the Republic of Ecuador for the acquisition of the Galapagos Islands. 
There is hereby authorized to be appropriated such sums as may be necessary 

to carry out the purposes of this Act.”
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general world situation, the War Department is now of the opinion _ 
that the acquisition by the United States of the Galapagos Islands | 
and as a corollary thereto, of Cocos Island, is desirable, and contem- 
plates so recommending to the Chairman of the Committee on For- 
eign Affairs of the House of Representatives. There is enclosed in 

7 this connection a copy, referred to this Department for comment by 
the Director of the Budget, of a proposed letter from the Secretary 
of War to Mr. McReynolds.** I am unaware of the recommenda- 

_ tion which the Navy Department has made or contemplates making 
in the premises. | . ae 

It is my understanding that your own views on the future of the 
Galapagos Islands contemplate the formation of a plan under which 
there would be established a virtual joint trusteeship of the American 
republics over the Islands whereby they would be administered as an _ 
international wild life reserve by a board of the Pan American Union. | 
While the Islands would, of course, remain nominally under Ecuado-. 
ran sovereignty, this sovereignty would be limited, and they would — 

: be kept under constant vigilance by an international joint patrol repre- 
| senting the American republics. ae OS 

‘It was with this end in view that the Delegation of the United States’ 
| at the Eighth International Conference of American States at Lima 

introduced a project for nature protection and wild life preservation, 
_ which in slightly modified form was approved by the delegations of 

the American states as Resolution XX XVIII on December 23, 1938.°° 
It is my understanding that it is your hope that at some future date 

| the importance of the Committee of Experts to be established as a 
| result of this Resolution may be built up to a point where such an 

inter-American body could undertake the direct administration of the 
Galapagos Islands. You will recall that unfortunately the Govern- 
ment of the Republic of Ecuador has been in such a fluid political 
condition that it was felt impossible before the Conference to ap- 
proach it with any proposal of the character mentioned above. 
May I have your authorization to inform the Secretaries of War 

and of the Navy that you do not desire those two Departments at this 
time to recommend the approval of resolutions pending in the Con- 

| gress providing for the acquisition by the United States of territory 
belonging to the other American republics ? | 

Faithfully yours, | _ | SUMNER WELLES 

= Not printed. | 
®° Resolution XXXVIII, Nature Protection and Wildlife Preservation, Report 

of the Delegation of the United States of America to the Eighth International 
Conference of American States, Lima, Peru, December 9-27, 1938 (Washington, 
Government Printing Office, 1941), p. 140. | |
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740.00111 A.R./699 7 | 

The Chargé in Ecuador (Gade) to the Secretary of State 

No. 743 | a __ Qurro, November 4, 1939.. 
oe [Received November 10.] 

Sir: With reference to my despatch No. 720 of October 20, 1939, 
regarding the establishment of the Ecuadorean Maritime Safety Zone, _ | 
which includes the Galépagos Islands, I have the honor to inform 
the Department that, on November 8, the Director General of the | 
American Union, Sefior Manuel Corona Cid, interviewed the Minister | 
for Foreign Affairs, Dr. Tobar Donoso, for an article to appear in 
the next edition of the Union’s bulletin, the Heraldo. Americano, pub- 7 
lished in Montevideo. _ | 

Sefior Corona enquired whether Ecuador had negotiated [regard- 
ing] the Galapagos Islands with the United States, in view of persis- | 
tent rumors to this effect in Argentina, Uruguay and other South | 
American countries. Dr. Tobar categorically denied any negotiations 
whatsoever. In reply to a query as to the alleged plan of the United , 

_ States Navy Department to establish a naval base in the Galapagos, 
Dr. Tobar declared that the Foreign Office had no official knowledge - 
thereof. © © So en | | 

The Director General of the American Union then enquired as to | 
what effect the conclusions reached at the Panama Conference would | 
have on the use of the Galapagos Islands by the United States Navy : 
as a guaranty of American neutrality and for the defense of the zone 
included in Ecuadorean territorial waters. Dr. Tobar replied that the -- - 
Declaration of Panama * established the safety zone adjacent to Amer- 
ican territory and that within this zone were included the Galapagos 
Islands. He added that the Declaration also stated that the American 

_ countries should agree upon the individual or collective patrol of that 
zone. 7 : 

In conclusion, Sefior Corona asked whether ports would remain open 
_ to the entry of United States warships, without prior notice or permis- | 

sion. The Foreign Minister in reply declared that “The entry of 
United States warships into ports of the Continent is subject today, 
as before the Panama Conference, to the same rules of international 
courtesy”. | | | 

Respectfully yours, GERHARD GADE — 

SUPPLEMENTARY EXTRADITION TREATY BETWEEN THE UNITED 
_ STATES AND ECUADOR, SIGNED SEPTEMBER 22, 1939 | 

[For text of the treaty, signed at Quito, see Department of State 
Treaty Series No. 972, or 55 Stat. 1196. ] | 

© Not printed. 
®@ Ante, p. 36. | 
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~ QUATEMALA 

“AGREEMENT BETWEEN THE UNITED STATES AND GUATEMALA 
| | RESPECTING A MILITARY MISSION, SIGNED MARCH 28, 1939 | : 

| Oo [For text of the agreement, signed at Washington, see Department _ 
of State Executive Agreement Series No. 155, or 53 Stat. 2431.] 
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ATTITUDE OF THE DEPARTMENT OF STATE REGARDING CERTAIN DE- 
| FENSE PROPOSALS OF THE HAITIAN GOVERNMENT 

| 711.88/295 : Telegram 

‘Lhe Minister in Haiti (Mayer) to the Secretary of State 

| CO Port-au-Prince, March 28, 1939—11 p.m. 
| [Received March 24—9: 25 a. m.] 

387. In a conversation this morning the Minister of Foreign Affairs? 
showed great disquietude over the general European situation and 
Haiti’s future with respect thereto. Reference was made to atalk with 
Duggan? and myself summarized in my confidential letter to the 
Under Secretary of March 8.3 © | oe 

After further discussion the Minister of Foreign Affairs asked me 
to inquire whether you are favorable to his ideas, which he states are | 
President Vincent’s, and which appear now to contemplate the fol- 
lowing action: | Co, 

A formal declaration by the Haitian Government with respect to 
hemispheric defense in line with statements recently published and 
reiterated by the Haitian delegation at the Lima Conference This | 
declaration would take the logical step of referring to concrete Haitian 
contribution to hemispheric defense in the form of necessary pro- 
tective works and an air base, et cetera, in the region of Gonaives, 
whether on the mainland or on the island of Gonave, or both to be 
undertaken and maintained by the United States. This declaration 
would be replied to by a statement by the United States. Our delega- 
tion would fall in with the idea and at the same time would contain 
phraseology constituting a guarantee by the United States of the 
political and territorial sovereignty of Haiti. Furthermore there 
should, if possible, be simultaneously a similar exchange of declara- 
tions with the Dominican Government mutatis mutandis or at least 
the offer of such parallel action. | - 

* Leon Laleau. 
*Laurence Duggan, Chief of the Division of the American Republics, visited Port-au-Prince February 26—March 2 on the return journey to the United States following his attendance at the Highth International Conference of American States at Lima. 
* Not found in Department files. 
“For correspondence concerning this Conference, see Foreign Relations, 1938, vol. v, pp. 1 ff. 
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The presence of a large part of our fleet at Gonaives and the numer- 

ous naval visits at Port-au-Prince and elsewhere have confirmed the 

—— tremendous popularity of the navy here and the Minister for Foreign 

ss Affairs? statement with regard to the genuine pro-Americanism ofthe 

Haitian people. I believe that now is the time to capitalize this to 

 Haiti’s benefit and our own. | Sn 

711.88/296 : Telegram 
z BC 

The Minister in Haiti (Mayer) to the Secretary of State 

— Sn Port-au-Prince, March 24, 1939—10 a.m. 

, Fe [Received 12:20 p. m.] 

| _ 88. My number 37, March 23, 11 p. m. In further explanation of 

the Haitian Government’s ideas both the “necessary protective works” 

| and the “air base” in the region of Gonaives would be as much or as 

little as we desired. ‘The main thing apparently is that the Haitian 

Government desires American naval or military establishment of some 

sort in the country. This would complement and give added strength 

| and emphasis to the virtual naval base which we now have at Gonaives 

by virtue of the arrangement whereby we simply notify time of the 

arrival of warships, rather than ask permission for their presence in 

Haitian waters. My own idea would be that these “necessary pro- 

tective works” and the “air base” should be initiated on a small scale, 

capable of whatever development experience or international politics 

might indicate. 7 | 

711.38/296 : Telegram | | . . . 

‘The Secretary of State to the Minister in Haiti (Mayer) | 

| Wasuineron, March 30, 1939—3 p. m. 

98. Your 37, March 23, 11 p. m., and 38, March 24, 10 a. m. Your 

two telegrams under reference have been given careful and sym- 

pathetic study. 
The Department hopes that as a result of the Good Neighbor policy 

the military and naval forces of the United States will always be 

cordially welcomed wherever they may go in the American republics. 

Happily this would now seem to be the case in Haiti. Every facility 

and courtesy has been afforded our naval forces during recent maneu- 

vers in the neighborhood of Haiti and as you know, the Bay of
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Gonaives has been found particularly adaptable for certain types of 
naval training operations. The Navy Department has every intention 
of continuing its visits to Haiti as long as these visits are welcome. | 
However, the establishment and maintenance of permanent United | 

States military and naval works on foreign soil would require the | 
negotiation of the proper agreements, and secondly, appropriation of 
the necessary funds by the Congress. The attendant publicity with its 
possible repercussions both in the United States and abroad, especially 
in the other American republics, need scarcely be developed. 

_ . After mature consideration, the Department has become convinced 
that it would not be far-sighted policy for the United States to 
establish and maintain in times of peace military and naval works in 
countries where it has not already acquired rights under existing 
treaties or where strategic considerations are not exigent, and in this 
latter case only after the negotiation of a mutually satisfactory agree- 
ment. - a —_ 

| Accordingly the Department feels obliged to request you to dis- 
courage this feature of the proposal as presented, although far from : 
perceiving any objection to a formal declaration by the Haitian | 7 
Government with respect to hemispheric defense amplifying its state- | 
ment of November 14, 1938,° the Department would welcome such a | 
declaration providing it were couched in general terms. Should the 
Haitian Government be disposed to make such a declaration, prior 
consultation regarding its content and form would appear to be highly 
desirable. — | | : 
I have every confidence that without offending the sensibilities of. | 

the Haitian authorities, you will be able to explain our position. As | 
stated above, it is our hope that through the naval visits made now 
from time to time a sense of mutual interest will be built up which . 
will be every bit as strong as a written agreement supplemented by the 
establishment and maintenance of actual military and naval works. 

| Hou | 

6 The pertinent paragraph of the note of November 14, 1938, from the Minister of Foreign Affairs Laleau to Mr. Mayer read: “It is with this thought in mind that it is particularly agreeable to thank you for the important documents which you were good enough to communicate to us, and to say that we engage our- Selves once more to work in perfect accord with your Government in all that concerns the defense and safeguarding of our Continent, for the maintenance and perpetuation of the high ideal of peace and of Pan American fraternity which constitutes the most beautiful example of humanity and stability which one could offer to a world which seems to have lost its sense of international equilibrium and universal security.” 
. The “important documents” mentioned above, were the latest speeches delivered, one by Mr. Cordell Hull and one by Mr. Sumner Welles. 

For the complete text of the note of November 14, 1988, see Haiti, Secre- tairerie d’Etat des Relations Exterieures, Quelques Faits Dipiomatiques (Im- primerie de l’Etat, Rue du Centre, Port-au-Prince, Haiti), p. 62.
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| 711.88/801 i ae 

| ‘The Minister in Haiti (Mayer) to the Seeretary of State. 

No: 480 - - : - Porr-au-Prince, April 5, 1939. 

ne , a | [Received April 10.] 

| Sir: I have the honor to refer to Department’s telegram No. 28, 

‘March 20th, 3:00 P. M. and previous correspondence on the subject of 

an exchange of declarations between the American and Haitian Gov- 

ernments with regard to naval bases, guarantee of sovereignty, etc. 

I carried out the Department’s instructions this morning in a con- | 

yersation with the Minister of Foreign Affairs, in view of the con- 

tinued absence of President Vincent in the north. I believeI wasable 

| successfully to fulfill the Department’s wishes in this regard and that: 

the situation was explained to M. Laleau in a manner calculated to 

avoid any wounding of Haitian sensibilities, although it seemed quite 

evident that the Minister of Foreign Affairs was disappointed. 

| Respectfully yours, | | Ferpinanp L, Mayer 

oe (711.88/305 a | | ; | 

The Minister in Haitt (Mayer) to the Secretary of State | 

No. 564. a Port-au-Prince, July 5, 1939. 

- [Received July 11.] 

Sm: I have the honor to transmit herewith enclosed in transla-— 

| tion * a portion of a chapter of the new book shortly to be issued by 

President Vincent entitled Imposant les Jalons (Marking Out the 

Fundamentals). | : a 

This declaration, for such it really is, appeared in large type head- 

lines across the front page of all the newspapers of yesterday, July 

the fourth. Both President Vincent and the Minister of Foreign 

Affairs told me quite plainly at the Legation Reception that this 

declaration was published on that day both as a compliment to the 

| United States and because the contents of the declaration were con- 

cerned so intimately with the close relations which President Vincent 

considered his country should have with the United States of 

America. 
The declaration begins with a carefully thought out and expressed. 

exposition of the point of view of our country and its desires with 

respect to the peace of the world, our attitude toward hemispheric 

defense and, in some detail, the strategic and tactical position of the 

* Not printed. |
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Greater Antilles in the whole scheme of the defense of the United 
_ States and of the Americas in the event of war. Bn | 

This exposition and argumentation leads up to the following final 
statements: (Translation) 

“It is, therefore, evident that our (Haitian) geographic position 
assigns to us a role of the first importance in the strategy providing 
for the defense of the Western Hemisphere. Since these are the 
facts, which cannot be otherwise, does it not seem that the moment 

_ has come to give concrete and effective form to the continental soli- 
darity solemnly proclaimed at Buenos Aires? and at Lima,® as well as 
by the particular declarations of the Governments concerned ! 

“While it has been well understood that in case of war or a menace 
_ of war on our continent consultations would take place to eliminate 

this menace, yet the menace of war is permanent today and war is | 
more and more apt to come by surprise. The independence of states : 
is frequently crushed without a blow being struck and a policy of | 
‘fait accompli’ tends to be substituted for the rules of international law. | 
War is now made without any. declaration, since juridically and to oo 
take a present example, there is no war between Japan and China. 

“Secondly, it is necessary in safeguarding peace always to be ready 
to make war. There is no longer time to ‘consult’, when the moment 
to act has already struck. Isn’t it much wiser to determine in ad- 
vance conditions and the form of collaboration and cooperation for 
each of us in the work of common defense, envisaged perhaps a little 
too theoretically until now? It is not when the conflagration has 
been lighted that the means should be established for the preserva- | 
tion of the houses so menaced. Having decided to act together, each 
American state should be ready on the line to help extinguish the 

flames. | | a 
“Tt is for these reasons that I suggested the conclusion some months 

ago within the framework of the principles proclaimed at Buenos 
Aires and Lima, of a Mutual Assistance Pact between the United 
States of America and the three governments of the Antillean Ocean, 
since in case of peril and by reason of their geographic position they 
constitute the principal bases for the defense of our continent. This 
Pact, once concluded, could be extended to the other nations of the 
Americas. It would contribute without any doubt not only to the 
assurance of a. continuity of the humane Policy of the Good Neighbor, 
inaugurated and pursued by President Roosevelt, but also it would 
definitely establish that common security in the shadow of which our 
country, as well as the countries closest to the United States, will 
discover the only ‘climav’ in which they could favorably find their 
evolution in peace and in prosperity”. - 

As President Vincent indicates in the closing paragraph of the | 
above quotation, he and his Minister of Foreign Affairs have dis- 

7 See Report of the Delegation of the United States of America to the Inter- 
American Conference for the Maintenance of Peace, Buenos Aires, Argentina, 
December 1-23, 1986 (Washington, Government Printing Office, 1937). 

* See Report of the Delegation of the United States of America to the Highth 
International Conference of American States, Lima, Peru, December 9-27, 1988 
(Washington, Government Printing Office, 1941).
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| cussed this matter of a Mutual Assistance Pact both with Mr. 

| Duggan, the Chief of the Division of American Republics, during 
his visit here last February and with myself on several occasions. 
‘President Vincent brought the matter up again only a week ago. 

7 Indeed, M. Laleau has several times stated to me that President Vin- 
cent desires not only such a Mutual Assistance Pact, but, in order 

~ to make it “concrete” and to the best advantage for all concerned, 
he envisages the establishment in Haiti of an United States military 
base, either on the island of Gonave or on the mainland, under 
American Navy or Army control, or both;—in fact, wherever and 
whatever we desire. In pursuing this whole question with me yester- 
day at our Fourth of July Reception I gathered from Laleau that - 

| President Vincent wishes this “concrete” accompaniment of a Mu- — 
: tual Assistance Pact in whatever form we would consider most prac- 

| ticable. | | | re ae 
| I beg to refer at this point to my telegrams No. 37 and No. 38 of 

March 28rd and 24th, 1989, and the Department’s reply No. 28 of 
March 30th. | - I , 

Following out the Department’s instructions, I have in the past — 
discouraged President Vincent and the Minister of Foreign Affairs 
with respect to a Mutual Assistance Pact, etc. I have indicated that, 

| with the large scale fortifications planned for Puerto Rico, Haiti’s © 
immediate defense problems would seem to be automatically provided 
for and that, furthermore, in such circumstances there would seem to 
be no necessity for any military works on this island. As to the Pact 
itself, I have indicated to President Vincent the possible embarrass- 
ment with respect to the Policy of Pan Americanism. Despite these 
discouragements on my part, the idea of a Mutual Assistance Pact 
and the establishment of some form of American military base in 
Haiti has continued to occupy President Vincent’s mind, until I rather 
feel that it is now an idée fize. In proof of this we now have the © 
public declaration, as reported in this despatch. 

While there is every reason to believe that these are President Vin- 
cent’s considered wishes, I took occasion in a recent conversation with 
the Minister of Foreign Affairs, when this subject was broached, to 
ask him to ascertain exactly what President Vincent’s desires may be 
in the premises. M. Laleau said that he would be seeing the President 
at Kenscoff within the next day or two and would report to me the 
result of his conversation. I shall, therefore, hope to communicate 
further with the Department on this subject at an early date. 

| Respectfully yours, FERDINAND L. Mayer
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711.38/308 : Telegram | - | ) | 

Lhe Minister in Haiti (Mayer) to the Secretary of State 

| co : Port-au-Prince, July 12, 1989—11 a.m. ~ 
- | 7 _ [Received 1:29 p. m.] 

95. Reference my despatches 564 and 566 of July 5th and July 8th.° 
Press continues to publish almost daily articles and editorials in line | 
with the statements in President Vincent’s new book published in the | 
press of July 4. Eulogy of the United States and pro-American- _ 
phrased articles are appearing not only in Vincent’s own newspaper, 
the Haiti Journal, but also in Le Matin and the Nouvelliste, both of 

_ which have been anything but pro-American, especially the Vouvel- | 
liste: These articles give every evidence of being part of a press 
campaign. They are undoubtedly inspired if not prepared in col-. 
laboration with President Vincent. They are increasingly frank as to 
the “geographical realities” in the Caribbean, the necessity fora mu- 
tual assistance pact and its concrete defensive consequence. 

711.38/306 ; Telegram 7 | . _ | | / | 

_ Lhe Secretary of State to the Minister in Haiti (Mayer) _ 

es - "Wasutneton, July 14, 1939—5 p. m. 

71. Personal for the Minister from the Under Secretary. Your 94, | 
July 11, 10 a. m.* and despatches 564, July 5 and 566, July 8." For the 
reasons set forth below, you should call immediately upon President ee 
Vincent and express the following views: | , | 

Please inform him that-the Government fully appreciates the mo- 
tives which have led him once again to advance a concept for a mutual | | 
assistance pact in the Caribbean. This Government is deeply gratified 
to have this renewed assurance of M. Vincent’s support of the doctrine | 
of continental solidarity, and this further evidence of his friendship, 
and that of his country, for the United States. | Se 

You should tell him that the President and this Government are | 

working day and night to avoid the holocaust of war. At the same 
time, and in order to be prepared for any emergency, prudence 
naturally dictates that all possible measures shall be taken ‘for the de- 
fense of this hemisphere. . With this in view, suggestions for mutual 
assistance pacts have been put forward from time to time. President | 
Vincent has again put forward this suggestion... = tit | 

As the result of the careful consideration that has been given to these — 
projects, the statement of policy was developed as set forth in the De- a 
partment’s telegram no. 28 of March 30,3 p.m. In as much as Presi- 

1° Not printed. . OO - 
" Latter not printed. a
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dent Vincent has once again raised his suggestion despite your best 

efforts, I believe the time has come for you to make it unmistakably _ 

clear to him that since the earliest days of this Republic, it has been 

and still is a basic principle of policy to decline, irrespective of cir- 

a cumstances, to énter into any offensive or defensive alliance. | This 

| cardinal principle of. policy has invariably received the fullest support 

of the American people. Please, therefore, state unequivocally that 

the United States cannot consider participating in any pact oralliance 

for mutual assistance even with its nearest neighbors. = OO 

The present policy of this Government with respect to consultation, 

collaboration and cooperation for the defense of this hemisphere in 

case of any threat to peace is clearly stated in the Declaration of Lima. 

| Exchanges of views with the President of Haiti and with other 
Haitian officials on this subject will always.be welcome but this Gov- 

ernment cannot enter into commitments of the sort contemplated. = 
You should, of course, reiterate this Government’s high appreciation 

of the sentiments which have motivated President Vincent in this | 

matter and assure him that due note has been taken of his laudable 

interest in making available facilities for the common defense of this _ 

hemisphere, an interest which this Government hopes will continue 

unabated... re! 
| - For your strictly confidential information, I realize that despite 

your best efforts the recent announcement of President Vincent was 

, unexpected and possibly unavoidable. It would be most unfortunate 

were he to proceed further with this project by endeavoring to enlist 

the participation of neighboring countries. I feel sure that you will 

| be able to convince President Vincent to abandon his proposal thereby 

avoiding embarrassment both to the Haitian Government and to the 

| United States. [Welles.] ) ) . | 

711.38/310: Telegram : a | 

| The Secretary of State to the Minister in Haiti (Mayer) , 

re _ . Wasuinerton, July 17, 1939—8 p. m. 

73. Your telegram 95 [97], July 15,2 p.m.” Although every con- 
sideration has been given to your views, the Department does not 
believe that they raise any new aspects of the situation and accord- 
ingly. desires you to proceed as instructed. | | 

If you desire you may refer again to the Department’s telegram no. 
| 28 of March 380, 3 p. m., which it is felt amply covers the second part — 

| of President ‘Vincent’s program. With respect to the penultimate 
paragraph of that-telegram, in case the Haitian Government should 
desire to make a declaration such as that envisaged, you are instructed 

| * Not printed. OO
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to make it unmistakably clear in advance that this Government cannot - 
conceive of any reason at the present time which might render it neces- , 
sary and advisable to establish defensive military or naval works, an 
emergency air base or any military or naval station of any kind in any | 
foreign country or possession in the Caribbean except in countries with 
which this Government already has treaty permission. Forewarned  — 
by a knowledge of these intentions of this Government, President 
Vincent might prefer nottomakeany declaration, = ©. . 

In. conclusion, the Department is mystified by the apparently. con- 
tinuous feeling of insecurity with respect to external aggression which | 
you state exists in Haiti. Despite occasional alarmist reports, there 
appears to be no deep-seated similar feeling in Cuba, the Dominican _ 
Republic, Puerto Rico, or any other part of this hemisphere. While __ 
of course this Government cannot undertake to give any guarantees, 
it should be obvious from the geographical location of Haiti that the  — 
Government of the United States would never willingly permit any 
non-American power to establish a dangerous foothold in Haiti, and 
would be prepared in last analysis to use its military and naval forces 

- to preclude such a possibility. The feeling of insecurity, the Depart- | 
‘ment suspects, derives more from a fear of the Dominican Republic, | 

_ rather than of non-American powers. To avoid complications, it is 
clear that the Haitian Government should conduct itself in a peaceful 
and correct attitude toward the neighboring republic. - If despite such 
a policy, difficulties arise, the disposition of this. Government to be 
helpful is apparent from its efforts at the time of the Haitian-Domin- 
ican boundary controversy. — , ee 

711.88/316 | | Be | 
| The Chargé in Haiti (Bacon) to the Secretary of State — 

No. 629 | Port-au-Prince, September 3, 1939. 
| - _ [Received September 8.] 

__ Sm: I have the honor to inform the Department that President 
Vincent told me yesterday that the position of the Haitian Govern- 
ment, now that war has broken out in Europe, is exactly as he out- 
lined it in chapter five of his book, Jmposant les Jalons. A copy of 
this entire chapter, with translation and comments, was submitted to 
the Department by this Legation with despatch No. 564, dated July 
5, 1939. | : : 

President Vincent went on further to say that although he realized _ 
that the question of a Mutual Assistance Pact with the United States 
was closed for the time being, he still hoped, under the present circum- 

* See Foreign Relations, 1938, vol. v, pp. 178 ff.
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| stances, that the United States Government would find it possible to 

| establish a small air base in Haiti which might be used as a stopover 

, point for planes flying between the United States and Puerto Rico. | 

- I replied to the President that I thought this matter had been com- 

pletely discussed and dropped for the time being, but I would be glad — 

to convey his views to the Department in view of the European 

| developments at this time. a 

| President Vincent also reiterated his desire to cooperate in any way 

a possible with the United States Government in any eventuality. 

Respectfully yours, oo an J. KENLY Bacon 

SUPPLEMENTARY AGREEMENT BETWEEN THE UNITED STATES AND 

| HAITI PROVIDING FOR AN EXTENSION OF THE PARTIAL MORA- 

TORIUM OF JULY 1, 1938, SIGNED JULY 8, 1939 

: 888.51/8808 - . 

The Minister in Haits (Mayer) to the Secretary of State 

No. 548 | a _ Port-au-Prince, June 12, 1939. 
| So - [Received June 15. ] 

Sir: I have the honor to refer to the Department’s cablegram No. 

56, dated June 7, 7 p. m., 1939,'® suggesting certain alterations in the 

draft note of the Haitian Minister for Foreign Affairs relating to an 

extension of the moratorium.** | oe . 

A note dated June 12, 1939, has just been received from the Haitian — 

Foreign Office requesting the extension for one year of the moratorium 

which resulted from the Accord of July 1, 1938.7 This note with 

translation is enclosed. oe | 

The Department’s suggestion to insert “and such amounts as may 

be deemed necessary by the Fiscal Representative, etc.” in the body of 

the note has been slightly altered in the note so as to read “and such 

amounts as may be deemed necessary by the Secretary of State for 

Finance in accord with the Fiscal Representative, etc.” 

| As soon as Mr. de la Rue 2% has had an opportunity to carry through 

the negotiations with the Foreign Bondholders’ Protective Council, 

I would appreciate receiving authorization to sign a supplemental 

4 For previous correspondence, see Foreign Relations, 1938, vol. v, pp. 573 ff. 

%* Not printed. | 
%Toan contract of October 6, 1922, between the Republic of Haiti and the 

National City Company and the National City Bank, both of New York; for 

text, see Le Moniteur, Journal Oficiel de la République d’ Haiti, October 30, 1922 ; 

49 correspondence relating to the loan, see Foreign Relations, 1922, vol. Il, pp. 

% Department of State Executive Agreement Series No. 128, or 53 Stat. 1923. 

8 Sidney de la Rue, Fiscal Representative of the Haitian Government.



executive agreement extending the Accord of J uly 1, 1988, for one 
additional year. _ fe SF 

Respectfully yours, oe  ‘Ferprmvanp L. Mayer 

_ _ [Enclosure—Translation] | - oe 

The Haitian Minister for Foreign Affairs (Laleau) to the American 
| 7 Minister (Mayer) | oe 

Oo _ Port-au-Prince, June 12,1939. 
Mr. Minister: Since the letter of June 14, 1938, from my Depart- 

ment, the situation in the Republic of Haiti has not changed materially, | 
and I am therefore obliged to request your Government to accept 
prolongation of the Accord of July 1, 1988, for another year. — | 

Haiti is obtaining a better comparative price for her coffee, but the 
size of the crop seems to have suffered a permanent reduction. ‘The 
cause is not known, but it is generally ascribed to over aged trees. 
The five-year average of exports of coffee has fallen from 31,919,197 | 
kilos at the end of the fiscal year 1933-1934 to 27,803,960 kilos at the 

_ end of the fiscal year 1937-1938. On the other hand, banana production 
is increasing, and exports will probably reach 2,200,000 stems this 7 
year, or an increase of 837,000 stems in comparison with the exports of 
last year. Sugar prices have improved somewhat, but an export quota : 
has been fixed which precludes much help from that source of revenue. | 
Cotton is still subject to attack from the Mexican boll weevil, and unless | 
this year brings another drought, which is unfavorable to the boll 
weevil, increased damage to our cotton is expected. Furthermore, 
both cotton and sisal are quoted at depressed prices. | : 

At the end of April revenues had failed to meet estimates by Gdes. 
842,559.06. If a further reduction in an already inadequate budget 
is to be avoided, revenue trends must change from those existing from 
October through April, 1939; inasmuch as the treasury balance is 
inadequate to meet such a deficit, continuing unsatisfactory revenues 
will require a reduction in expenditures approximating the amount : 
of the deficit in the budget of ways and means. 7 

The May receipts have been raised in an abnormal fashion exceed- 
ing the average, with reference to this month, of better years. This 
is perhaps due to certain unexpected and extraordinary factors. For 
example, a large importation of gasoline, a large importation of mate- 
rial for the J. G. White Company ” and exportations of coffee bought 

” Foreign Relations, 1938, vol. v, p. 596. 
This company, with headquarters in New York City, had a contract with 

the Government of Haiti for the execution of a program of public works. For 
see oss contract, see Le Moniteur, Journal Oficiel de la République d@’H aiti, July
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during the past few months but held for preparation over and above — 

| the ordinary time for expedition. | ce ee a, 

| I cannot therefore hope that this exceptional situation of the month | 

| of May may continue, nor that it might be the proof of a permanent ~ 

7 state of Haitian Government receipts. Itis why at the present moment 

| our firmest desire is to be in a position to adopt a budget for the fiscal 

a year, 1939-1940, which will not require any further reductions in our 

a reduced appropriations for the essential public services. — 

_ Asa result, however, of the friendly attitude that the holders of the © 

a bonds of the 1922 loan have always shown towards the Haitian Gov- 

| ernment and of their desire to maintain its credit at the highest point, 

I can assure your Government that all additional receipts which we 

oe will collect during the fiscal year 1939-1940 over and abovetheamount 

| carried in the budget 1988-1939 and all other amounts which may be 

| deemed necessary by the Secretary of State for Finance, in accord 

with the Fiscal Representative, to be expended as extraordinary ap-. 

propriations to meet serious emergencies, will be employed for. the 

Oo amortization of the 1922 [loan?]. | | : | 

“In requesting your Government to agree to prolong the Accord of. 

July 1, 1938, for a duration of one year, the Haitian Government _ 

confirms its willingness to continue to execute during the period of | 

prolongation, all the obligations contained in the letter from my De- 

| partment of January 11, 1938.” | 

| I take [etc.] / Be .. Leon Latzeau 

838,51/8804: Telegram : ee | . 

| The Secretary of State to the Minister in Haiti (Mayer) : 

| oO WASHINGTON, June 23, 1939—7 p. m. 

64. Your 84, June 12, 9 a. m. and 88, June 16, 9 a. m.™ Mr. Francis 

White of the Foreign Bondholders Protective Council informed the 

Department that the Council had discussed the Haitian note request- 

| ing a moratorium communicated to him by de la Rue and agreed that 

the Haitian request was reasonable. The Council expressed apprecia- 

tion of the offer of the Haitian Government to devote any budgetary 

surplus as might result from the fiscal year 1939-1940 with the excep- 

tion of such extraordinary appropriations as might be authorized by 

the Fiscal Representative, to the amortization of the 1922 Loan. 

You are requested at your discretion to acknowledge the receipt of 

the note of June 12 from the Haitian Minister of Foreign Affairs and 

to state that you are authorized, and authorization is hereby given 

you, to sign a supplemental executive agreement extending the Accord 

1 Foreign Relations, 1988, vol. v, p. 582. 
Neither printed.
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of July 1, 19388 for one additional year from September 30, 1939. In | 
your note of acknowledgment you should of course refer to the under- 
taking of the Haitian Government referred to in the last sentence of 
the paragraph next above. 

| a Hui : 

838.51/3811 | | ae ae | 
_ Lhe Minister in Haiti (Mayer) to the Secretary of State 

No. 568 | Port-au-Prrncz, July 8, 1939. 
| | | _ [Received July 11.] 

Sir: I have the honor to refer to the Department’s telegram No. 
64 of June 28rd, 7: 00 P. M., authorizing me to sign a Supplemental | Executive Agreement extending the Accord of July 1, 1938, for one 

_ additional year from September 30, 1939. 
I submit herewith an original copy of the Supplemental Execu- 

tive Agreement which was signed this morning by me and the Min- 
ister of Foreign Affairs. — Cc : | - a 

' Respectfully yours, . FERDINAND L. Mayer : 

[For the text of the supplementary agreement between the United 
States and Haiti, signed July 8, 1939, see Department of State Exec- 

__ utive Agreement Series No. 150, or 58 Stat. 2402.) _ On
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ATTITUDE OF THE UNITED STATES TOWARD THE QUESTION OF — 

i | SOVEREIGNTY OVER THE SWAN ISLANDS * 

—- 11.01418W2/183 
| 

Memorandum of Conversation, by Mr. Gerald A. Drew of the 

| Division of the American Republics a 

oo | [Wasuineron,] July 27, 1939. 

Participants: Julién R. Caceres” a 

| _.LaurenceDuggan® 

Oo Gerald A.Drew so 

Mr. Duggan referred to a recent inquiry from Dr. Caceres with 

| regard to a newspaper report in Habana that American officials had 

, proceeded to Swan Island in connection with the establishment of a 

meteorological station. Mr. Duggan said that this was correct and 

explained that the station had been established this year on the 

same basis as in 1938. He said that the purpose of the station was 

| to give warnings of the approach of hurricanes which was of vital 

interest to the Governments of this country, Cuba and others in the 

. Caribbean area. He assured Dr. C&ceres that this action doesnotimply _ 

| any intention on the part of this Government to modify the situation 

with respect to the sovereignty over Swan Islands. .. . 

| Dr. Céceres asked if it would not be possible for the Department 

to address a note to his Government giving assurances that the estab- 

lishment of the meteorological station was not intended to affect the 

respective claims of the two Governments to the Island. Mr. Duggan 

expressed the view that this would not be necessary and referred in 

that connection to the action of the Honduran Government in 1938 

in appointing a fiscal agent on Swan Island. He pointed out that this 

Government had refrained from registering any protest against this 

action in a desire to avoid introducing any complications into the 

- question. It was intimated that it would be desirable for the Hon- 

| duran Government to adopt a similar attitude toward the establish- 

ment of the observation station. | 

At Dr. CAceres’ request, Mr. Duggan agreed that he could inform 

his Government that it had been agreed that the steps referred to 

1¥or previous correspondence, see Foreign Relations, 1938, vol. v, pp. 650 ff. 

* Honduran Chargé. 
3 Chief of the Division of the American Republics. | 

650
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would not be made the subject of correspondence between the two 
Governments and would not be considered as in any way affecting 
the respective contentions ofthe parties.  =-—- _ 

Dr. Caceres expressed his satisfaction with the understanding | 
reached in the conversation, § - Oo | 

811.0141SW2/189 - . - | 
Lhe Under Secretary of State (Welles) to President Roosevelt 

| Wasurneton, September 8, 1939. 
_ My Dear Mr. Preswenr: The Government of Honduras has on | a number of occasions addressed communications to this Government 

asserting a claim to sovereignty over the Swan Islands. The Swan 
Islands were occupied in 1857 by American citizens for the purpose of 
extracting guano and on February 11, 1863 a guano certificate was issued by Secretary of State Seward under the Act of August 18, 1856.4 
This certification had the effect of making the islands appertain to | 
the United States, which has since that time maintained effective occu-_ 2 pation and has continuously asserted sovereignty over the islands. , | _The Swan Islands (17°25’ No., 83°56’ W., H. O. Chart 5170) are | situated ninety-seven miles from the eastern coast of Honduras. The : 
Honduran claim to the islands rests almost entirely on the fact of 
their discovery by Spanish navigators. However, no evidence has 
been advanced that Honduras has ever occupied the islands or exer- 
cised sovereignty over them. At the present time the islands are unin- : 
habited except for a lighthouse tender employed by the United Fruit 
Company. For the past two years a meteorological station has been 
operated on the islands during the hurricane season by the United 
States Weather Bureau with the aid of United States Navy personnel. 

In view of the active interest of this Government in the amicable 
settlement of territorial disputes in this hemisphere I feel that it is 
highly desirable for us to endeavor to reach a solution of the contro- 
versy with the Government of Honduras over the soverelonty to the 
Swan Islands. The opinion is held in the Department of State that 
the most desirable method of procedure would be to endeavor by direct 
negotiation to effect an amicable settlement of the question, and if 
this effort is not successful, to propose to the Government of Honduras 
the conclusion of a treaty to provide for submission of the dispute to — | 
arbitration. It is believed that for reasons of broad policy this Gov- 
ernment should extend full support to the principle of resort to arbi- 
tration wherever usual diplomatic negotiations have not succeeded | 
in resolving controversies between the governments in this hemisphere. 

“11 Stat. 119. 

293800—57-_42
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- Furthermore, this Government and the Government of Honduras 

| are parties to the Treaty of Inter-American Arbitration signed at 

Washington on January 5, 1929,° which providesthat: = 

| “The High Contracting Parties bind themselves to submit to arbi- 

, tration all differences of an international character which have arisen 

or may arise between them by virtue of a claim of right made by one _ 

against the other under treaty or otherwise, which it has not been 

| | possible to adjust by diplomacy and which are juridical in their nature 

| y reason of being susceptible of decision by the application of the 

| principles of law. | | 

| “There shall be considered as included among the questions of jurid-_ 

| ical character : | a _ a | 

oe The interpretation of a treaty; OO 

| “(b) Any question of international law ge Se 

| Etcetera,etcetera, - | 

| This treaty was ratified on the part of the United States with the 

| understanding, made a part of such ratification, “that the special 

agreement in each case shall be made only by the President, and then 

only by and with the advice and consent of the Senate, provided two-— 

, thirds of the Senators present concur”. Your authorization is there- 

fore respectfully requested to propose, if necessary, tothe Government _— 

of Honduras, that the Swan Islands controversy be submitted to 

arbitration. _ ne oe Be 

- If there is any additional information with relation to this question 

which you desire to have, I should be pleased to present it to you. 

Faithfully yours, SumMNER WELLES 

811.01418SW2/190 | 

President Roosevelt to the Under Secretary of State (Welles) 

MEMORANDUM 

WasHINGTON, September 11, 1939. 

In relation to your letter of September eighth regarding disputed 

sovereignty over the Swan Islands off the coast of Honduras, I ap- 

prove seeking to settle the matter by negotiation and if such cannot be 

done, then by submission to arbitration. 

At the same time it seems to me that this dispute is in effect making 

a, mountain out of a mole hill. The Islands have practically no com- 

mercial value whatsoever, are to all intents and purposes uninhabited, 

and, as I understand it, are used only occasionally by Honduran fish- 

ing boats. I cannot see, therefore, that there is any reason for the 

raising of a nebulous ultimate sovereignty question. 

5 Foreign Relations, 1929, vol. 1, p. 661.
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On the other side of the picture, a lighthouse is maintained by an — 
American company without expense to either the United States Gov- | 
ernment or the Honduran Government. — 
From the point of view, therefore, of peaceful uses, the problem of 

_ sovereignty ought not to raise it. a | 
In the event of a war affecting the Caribbean area, these Islands | 

may have some possible value—not to Honduras but to the United 
States Navy in their task of maintaining continental defenses. There 
1s little or no contribution which Honduras could make to this defense 
for the very good reason that the use of the Islands would, in all 
probability, be confined to aircraft scouting and patrolling. In sucha 
case the patrol would be based not on the Islands themselves but on a 
ship which would use the Islands asa lee. It is my belief that in the 
event of any such war Honduras should receive such protection from : 
American Navy as the Islands would afford—in other words, an off- 
shore patrol which Honduras itself is not able to undertake because of 
the size and cost of the equipment. | re 

For all these reasons, and for the additional reason that Honduras | 
does not seem to have much of a case for sovereignty, it might be sug- 
gested that Honduras relinquish her claim to sovereignty with the 
understanding that she does so in the interest of navigation in time of 
peace and continental defense in the event of war. | 

| | F[Ranxuin] D. R[ooseverr] :
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| | REPRESENTATIONS AGAINST FURTHER EXPROPRIATIONS BY THE 

MEXICAN GOVERNMENT OF LANDS OWN ED BY AMERICAN CITIZENS. 

UNTIL AUTHORIZATION FOR PAYMENT BE MADE* = | 

| 812.52—-Agrarian ‘Commission/274 . | | | | 

The Chargé in Mexico (Boal) to the Secretary of State — 

No. 7858 | | a  Merxtco, December 24, 1988. 

| | [Received December 28.] 

Sm: I have the honor to refer to my telegram 462 of December 24, | 

2 p. m., 1938,? and to enclose a copy and a free translation of the 

DAPP ? release of a message sent by President Cardenas to the Mexi- | 

can Senate requesting ratification of the recent agreement between ; 

the United States and Mexico with respect to agrarian compensation.* — | 

| Respectfully yours, — - Prerre pe L. Boar 

| | | [Enclosure—Translation—Extract] | 

| DAPP felease Dated December 93,1938 = 

| As the Senate can see, the arrangement which our Government has 

reached with that of the United States as contained in the above notes 

does not submit to arbitration the conduct of the Government of 

Mexico and Mexican legislation. The arrangement bears exclusively 

| on the amount of American claims, and not upon questions of principle. 

Attention should be called to the fact that the Government of the 

United States agrees that payment for agrarian expropriations need 

not be made previously nor even immediately, as it had at first claimed, 

| but will be made subsequent to said expropriations, and in annual 

installments. I also wish to call the attention of the Senate to the 

fact that, despite the request which the United States has continued 

to make, Mexico does not commit herself to the suspension of her 

agrarian policy, not even for the duration of the negotiations. 

1 Continued from Foreign Relations, 1938, vol. v, pp. 657 ff. 

2Not printed. 
? Departamento Auténomo de Prensa y Publicidad. 

4Exchange of notes dated November 9 and 12, 1938, Foreign Relations, 1938, 

vol. v, pp. 714 and 717. 
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Pursuant to this line of conduct, the Government has continued to — 
handle agrarian cases affecting the properties of foreigners, such as 
the dotations made in Los Mochis, State of Sinaloa, on the 9th and 
11th of this month, affecting a total area of 228,343.40 hectares; and 
from Las Rusias and La Mariposa, Municipality of Muzquiz, State of 
Coahuila, which were made on November 20 and December 13th of 
the present year, affecting a total area of 13,270.68 hectares. — 

The above agreement between Mexico and the United States, 
_ although contained in a simple exchange of notes, constitutes a Con- 
vention according to the practices of Chancelry and the authorized 
opinion of the most distinguished commentators on International Law 
(Hall’s International Law, eighth edition, pp. 383-384, and the author- 
ities therein cited), to which authorities we must have recourse since 
the Constitution of the Republic does not prescribe any definite form | 
for treaties, requiring only that once these have been negotiated by 
the Executive they shall be submitted for approval and ratification | 
to the Senate; in compliance, therefore, with this provision of the | Constitution, I submit to the Senate, for its consideration and for , 
ratification should it be deemed advisable, the agreement contained | in the notes quoted above. | oo | 

Lastly, I take pleasure in informing you that, as provided by the 
Constitution, I am addressing to the Chamber of Deputies a proposal 
that they authorize a special appropriation for the coming Fiscal Year, 
so that the Government may be in a position to pay the indemnities 
due the owners of lands expropriated under the agrarian laws, with the understanding that—pursuant to the thesis which the Federal 

_ Executive has firmly upheld to the Government of the United States— : the appropriation will be used to indemnify both foreign and national 
landowners, so that there will be no discrimination against the national 
dignity and the principles of Law. co 

I renew [ete. ] | LAzaro CArprenas 

812.52-Agrarian Commission /273 : 
The Secretary of State to the Chargé in Mexico (Boal) 

No. 2335 : | Wasurneton, January 14, 1939. 
Str: Reference is made to your despatch 7 858, December 24, 1938, particularly the second paragraph * following the text of the notes dated November 9-12, 1938 in the DA PP releaso, 
The Department assumes that the statement and release in question were intended to allay possible domestic opposition to the arrangement but possibly also with a view to the effects in other countries. In any event, the Department does not feel that it may properly ignore this 

* Second paragraph of extract printed supra.
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_ public official statement that this Government has receded from its | 

position in the matter of the principle concerning prompt and effective 

compensation since silence on this Government’s part might be held to 

denote acquiescence. Attempt. might be made later to invoke this sit- 

| uation as a precedent sanctioning expropriation without prompt com- — 

pensation. = re 

Accordingly you are instructed to deliver a note to the Foreign Office 

as follows: i: oO | Oo | 

My Government has noted statements attributed to the President of 

Mexico, in a DAPP release dated December 23, 1988, to the effect that 

the Government of the United States agrees that payment for agrarian 

expropriation need not be made previously nor even immediately, as 

it had been contending. ae | a Oo 

| With a view to preventing any possibility of misunderstanding of 

the position of this Government, I have been instructed to remind Your 

Excellency that in reaching an arrangement with the Mexican Govern- 

ment for the settlement of agrarian claims my Government specifically 

/ stated, in its note of November 9, 1938,¢ that it had not modified the | 

| position set forth at length in its notes of July 21, 19387 and August — 

| 99, 1938 * and that it must insist that the recognized rules of law and 

| equity require the prompt payment of just compensation for property 

that may be expropriated. | | | 

- You are requested to deliver the note personally and to state that 

| while your Government has no desire to be contentious, it feels that for 

the purposes of the record it is obliged in the most amicable spirit to 

call attention to this matter. — | So a 

Very truly yours, | For the Secretary of State: 

| , : | SumMNER WELLES 

g12.52—Agrarian Commission/27} Oo OO 

The Ambassador in Mesico (Daniels) to the Secretary of State 

No. 8007 | Mexico, January 26, 1939. 

[Received January 31.] 

Srr: I have the honor to refer to the Department’s instruction 

no. 2335 of January 14, 1939, directing the transmission to the For- 

eign Office of a note regarding statements attributed to President 

C&rdenas, concerning agrarian affectations® and compensation 

therefor. | 

In compliance with the Department’s instructions, a note was sent 

to the Foreign Office under date of January 16, 1939. This note was 

delivered personally by Mr. Boal, at that time Chargé d’Affaires ad 

6 Foreign Relations, 1938, vol. Vv, D. 714. | 

7 Tbid., p. 674. 
8 Tbid., p. 685. 
* Hxpropriations. 

.
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interim, who made the remarks requested by the Department in its 
instruction under reference. A copy of this Note is enclosed.?° - 

The Embassy is now in receipt of a note from the Foreign Office, 
dated January 19, 1939, a copy and translation of which are enclosed,1° 
in reply. The Embassy has made no acknowledgment of the note, : 
pending the receipt of further instructions from the Department. _ 

Respectfully yours, Oo JosEPHUS DANIELS 

812.52—Agrarian Commission/27$ —— - | | | | 

Memorandum by Mr. Joseph R. Baker, Assistant to the Legal Adviser 
re _ -(Hackworth) a OO | 

Bo Se [ Wasuineton,] February 4, 1939. 

Technically and provided that it is understood that the statement 
_ 1s intended to relate alone to the cases covered by the arrangement 

of November 9-12 1988, there is some basis for President Cardenas’ 
statement in his Message to the Mexican Senate, that the United _ 
States “accepts the fact” that with respect to agrarian expropriations - 
payments “will not be... immediate to, but subsequent to the | 
expropriatory actions”. | he oS | 

With regard to the cases covered by the arrangement in question, 
that arrangement does not provide for “immediate” payment but — 
for payment after the claims have been submitted to and passed on 
as to the amounts which should be paid by a Commission. There- 7 
fore, it may be said, strictly speaking, that the United States “accepts _ | 
the fact” that with regard to such claims payment will be “subsequent 
to the expropriatory actions.” . | 

It will be observed that the President’s statement related to the 
arrangement in question which he was requesting the Mexican Senate __ 
to ratify and that he referred not toa yielding on the part of the United 
States respecting the rules and principles of international law but to 
a “fact” with regard to payment of the particular claims covered by 
the arrangement. . | oO | 

_ On the other hand and “with a view to preventing any possibility 
of misunderstanding of the position of this Government” the Depart- | 
ment’s instruction of January 14, 1939 to the American Embassy at 
Mexico City carried out by note to the Foreign Office of January 16, 
1989 was to the effect that the United States had not modified the 
position taken in previous notes that “the recognized rules of law and 
equity require the prompt payment of full compensation for the 

- property that may be expropriated”. As reported by the Embassy in | 

* Not printed. |
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- its despatch of January 26, 1939, the Foreign Office has replied by 

stating that the President’s pronouncement “should be understood in 

. its relation to the entire text of the document which contains it” and 

| that “it is clear that” he “referred exclusively and specifically to the 

| arrangement recently concluded between the two countries in the 

matter of agrarian claims.” — / a OO 

In brief, it follows that this Government is on record with the 

| Mexican Government on the general principle involved and that the | 

Mexican Government has in its reply taken note of such action by this 

Government and stated that the President’s pronouncement referred __ 

“exclusively” to. the existing arrangement between the two countries. 

It would appear that there is nothing in the correspondence which 

| has occurred or in the existing situation which would embarrass the 

United States in maintaining its position with respect to the payment 

which should be made for future expropriations. _ oe 

In view of the foregoing it would not seem essential to continue the 

correspondence with the Mexican Government... _ - a , 

, a — : - JosepH R. Baker 

- 12.62——Agrarian Commission/27# | a 

_ The Secretary of State to the Ambassador in Meaico (Daniels) 

- No. 2376 — a — Wasurnerton, February 16, 1939. 

- Sm: The Department has received your despatch no. 8007 of 

! January 26, 1939 enclosing a copy and translation of the Mexican 

Government’s note of January 19, 1939 stating that President 

- Cardenas, in commenting on the attitude of the United States Govern- 

ment towards the payment of compensation for agrarian affectations, 

had: reference only to the arrangement effected by this Government’s 

note of November 9, 1938,!? and the Mexican Government’s reply of 

November 12, 1938.15 _ ne : 

There is enclosed a copy of a memorandum on this matter prepared 

in the office of the Legal Adviser.* The statements in the memo- 

randum may be considered an expression of the Department’s views 

| in this matter. You are accordingly requested to address a note to the 

Mexican Foreign Office, acknowledging without comment the receipt 

of its note dated January 19, 1939. | : 
Very truly yours, a For the Secretary of State: 

: 2 Foreign Relations, 1938, vol. v, p. 714. | a 

8 Tbid., p. T17. 
4 Memorandum of February 4, supra. | |



812.52-Agrarian Commission /48 : Telegram oe | | 
_ Lhe Ambassador in Mewico (Daniels) to the Secretary of State — 

| : / Mexico, May 31, 1939—1 p. m. 
| 7 | - [Received 5 p. m.] 

149. General Hay * this morning handed me a check for $1,000,000 
on the Bank of Mexico as the first payment due May 31, 1939 under 
the agrarian claims agreement. nn | 

| This check is made out to me as Ambassador and I have. endorsed 
it and am sending it to the Department in today’s pouch together 
with a copy and translation of the receipt witnessed by General Hay 

~ which I signed. a , : 
| . , -DantEts 

 812.52-Agrarian Commission/100a . = —_ 
The Department of State to the Mewican Embassy | a 

a oo - Ampe-MémMore 2 

The atmosphere in which the notes of November 9-12, 1938, provid- 
ing for the adjustment of the claims of American citizens whose lands 
in Mexico have been expropriated since August 30, 1927, were agreed - 
upon was one of seeking to avoid protracted discussions over tech- a 
nical or legalistic matters and of determining in an equitable and 
friendly manner to solve the problem confronting the two govern- 
ments of bringing about a prompt and effective solution of the claims | 
in question. — | Oo | | | 

It is most. unfortunate that any question of the interpretation of 
these notes has arisen for the Department of State understood that 
the solution agreed upon in the conversations and in the notes men- 
tioned was the following: | Oo 

The Mexican Government undertook to make fair compensation to | 
American owners whose lands have been expropriated. The only ques- 
tions for determination by the Agrarian Claims Commission were (1) 
that American citizens had in fact suffered losses through expropria- 
tion; (2) the amount of such losses. ; _ 

It was not anticipated that any arguments would be raised seeking 
to differentiate against any group of American owners. Moreover, it 
was contemplated that the Mexican Government would make appro- 
priate compensation for the damages that American citizens had sus- | 
tained, covering the value of the lands taken, plus improvements, and 
other losses. 

It is strongly felt that the technicalities which have interfered with | 
proceedings relating to the agrarian claims should be promptly elimi- 
pated. The Mexican Commission could study the claims with a view — 

* Hduardo Hay, Mexican Minister for Foreign Affairs.
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to determining their reasonableness. Should it be more convenient 

| | for the Mexican Government to do this, arrangements could be made | 

tc settle on the basis of the total amount of the damages to American 

--_ ¢itizens through agrarian expropriations rather than to have the Com- 

missioners jointly state the value of each claim. A procedure of this 

kind for facilitating expeditious valuation of the claims would, of 

course, be predicated upon strict adherence to the spirit, as above de- 

scribed, of the conversations leading up to the Agreement of Novem- 

ber 9-12, 1938 and the notes of those dates. = oe 

‘The United States Government could not.accede to any scaling down 

of the just value of these agrarian claims or to any discrimination 

- against any group of American claimants. _ — | 

Wasutneron, November 24,1939. — OB 

| 812.6368/6838 oe | OC 

Memorandum by the Under Secretary of State (Welles) of a Conver- — 

sation With the Mewican Ambassador (Castillo Najera) 

| a Oo [Extract *] — / ; . 

| | _ [Wasutneton,] November 24, 1939. 

I then handed the Ambassador an aide-mémoire on the question of 

| the work of the Agrarian Commission of which the following is 

the text: [Here follows text printed supra. | | oe 

I emphasized to the Ambassador my very great dissatisfaction with 

| the way in which the work of the Commission had been progressing 

due to the fact that the Mexican Government had been so utterly un- 

willing to agree upon the basic principles involved in the work of 

the two members of the Joint Commission in determining the fair 

: amount of the claims. I said that if this delay continued until after 

the first of January the Mexican Government might be sure that the 

question would be discussed at very considerable length in the Congress 

of the United States and that the just complaints of the claimants 

would be unanimously supported by public opinion in this country. 

I said that it was over a year now since the agreements constituting 

the Agrarian Commission had been signed and that up to the present 

time the two Governments had not agreed upon the valuation of one 

, single claim. I concluded by saying that in view of the spirit which 

animated the two Governments when these agreements were signed, 

it seemed to me imperative that the two Governments now agree with- 

out further procrastination upon the way in which the claims were to 

be evaluated. 

% Wor the portions of this memorandum dealing with the oil question, see p. 710.
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The Ambassador said that of course the primary difficulty was the 
question of determining whether stock held by American citizens in 
Mexican corporations should be included in the claims to be paid and 
to be evaluated under the agreements constituting the Agrarian Com- 
mission. He said that he had just received a telephone call from the | 
Mexican Under Secretary of Foreign Affairs saying that the Mexican | 
Government believed the total value of claims presented would amount. | 
to some $36,000,000 of which $21,000,000 represented the properties 
of five Mexican corporations. Sefior Beteta had implied, the Ambas- 
sador said, that this $21,000,000 should not be regarded as subject to 

_ the jurisdiction of the Agrarian Claims Commission. I replied that 
I could not possibly agree to any such contention as this and that my 
point of view on this aspect of the problem had been made clear in 
the aide-mémoire already handed the Ambassador. - 
‘The Ambassador said that he agreed that no legitimate distinction | 

could be made between the property of American nationals in one cate- 
gory or in the other, but that his own task had been made infinitely | 
more difficult by the insistence of Ambassador Daniels in all of his 
conversations at the Mexican Foreign Office that this Government was | 
solely interested in the claims of the small American landholders and | 
that the larger landholders, notably those who had incorporated their a 
properties in Mexico, had no legitimate claim for payment. The Am- 
bassador said that every time that he got to the point of getting his 

_ Government to find some way out of the difficulty presented, Mr. . 
Daniels convinced the Mexican Government that there was no need ~ 
to find a way out of the difficulty. The Ambassador nevertheless said 
he would take the matter up again with his Government and urge that 
he be instructed and authorized to agree upon a global method of pay- 
ment which would avoid the need of divorcing claims arising from 
ownership in corporations from the claims arising through the ex- 
propriation of properties held by Americans. I replied that I would 
agree in principle to this procedure but with the clear and specific 
understanding, as stated in the aide-mémoire, that this Government 
could not agree to a procedure which would result in the scaling down 
of the just and legitimate claims of American nationals whose prop- 
erties had been expropriated during the past twelve years. | 

812.52—Agrarian Commission/104a : Telegram | 

Lhe Acting Secretary of State to the Ambassador in Mexico (Daniels) 

Wasuineton, December 5, 1939—7 p. m. 
286. Embassy’s telegrams 386, December 1, 8 p. m. and 290 of Sep- 

tember 29, 4 p.m. and despatch 9249 October 5, 1939.17 

“ None printed. | _
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With a view to forestalling further precipitate action in agrarian 

| cases, you are instructed to inform the Foreign Office #* that this Gov- 

| ernment is greatly disturbed by the disregard by the Mexican Govern- 

ment of its explicit assurance given the Secretary by the Mexican 

Ambassador on November 10, 1938 that if further dotations of 

: agrarian lands were made the Mexican Government would compensate _ 

the owners through prompt, effective and adequate payment. No 

| explanation has even been offered for such action as that in the Dick- 

son case where the lands were seized with the Mexican Government’s 

approval but without assurances of prompt compensation after this 

Government had pointed out that such compensation was expected. 

| ‘When this Government exchanged notes with the Mexican Govern- 

ment on November 9-12, 1938, it was in the belief that the troublesome 

agrarian problem was at last solved. Not only did the agreement 

establish a procedure for determining the value of agrarian lands 

| seized since August 30, 1927 and for paying compensation for those 

lands, but the assurance given the Secretary on November 10, 1938 by 

| the Mexican Ambassador stated that no more agrarian seizures would 

be made without compensation. The Mexican Government has raised 

legalistic obstacles to the rapid settlement of the agrarian troubles 

which we all so earnestly hoped for a year ago and now appears not. 

/ desirous of maintaining good faith regarding the assurances of No- 

, vember 10. We have no desire to reopen for discussion the merits of 

the controversy over agrarian seizures but expect the Mexican Govern- 

| ment forthwith to observe the assurances given on November 10, 1938 

| with respect to all cases arising thereafter which are not before the 

Agrarian Claims Commission. The Department expects the Embassy 

to lose no opportunity to keep before the Mexican Government this 

| Government’s position. | | | 

The Department has neither contemplated nor agreed to any waiver 

of the assurances of November 10 above mentioned. Moreover the 

| assurances did not exclude American-owned Mexican corporations 

from their benefits. It is accordingly most important that there 

should be no further expropriations in the absence of simultaneous 

arrangement for the payment of prompt, adequate and effective com- 

pensation. 

| 
WELLES 

The Ambassador carried out this instruction in his note No. 4051, December 6, 

to the Mexican Minister for Foreign Affairs. 

prints renaam py the Under Secretary of State, November 10, 1938, not
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812.5200 Compafifa Terrenos Y Ganados Rodrigo/26: Telegram _ i 

The Secretary of State to the Ambassador in M. extco (Daniels) 

| Wasutneron, December 7, 1939—5 p.m. , 
287. Personal for the Ambassador. Department’s telegram 286, 

December 5,7 p.m. Please telegraph immediately prospects for can- _ 
celation of dotation of Dickson’s lands. Please indicate also present 
status of the efforts you are making to have the property protected 
as “cattle lands”, | re , 

_ The following will serve as your instructions only in the event that 7 it is necessary because of the time element to follow them. If pros- 
_ pects of cancelation are not favorable please state whether it may not be practicable immediately to obtain the courtesy of an extension _ for 80 days of the period allowed for fencing since the fifteen day 

period allowed (which expires morning of December 12) is said to 
be insufficient by at least 1 month. Meanwhile representations could be further pressed for cancelation. Under present time limit the : Department understands it is not possible to complete fencing; the 
result of insistence upon present orders of agrarian authorities would 
probably be that many pure bred animals would escape into lands of | agrarians, causing serious financial losses to Dickson and associates. : Should the Mexican Government, in the face of representations | which you were instructed by the Department’s 286 to make, persist in _ the dotation it is hoped that at least the Government will arrange to | make the dotation from the equivalent or better lands in the south- | east corner of the property. While the theoretical value of the com- 
pany’s lands per hectare may not be high the damages from either 
dotation would be considerable but somewhat less in the event the 
change to the southeast corner were made. This Government will 
strongly and immediately support a claim of the owners for losses 
and damages if any of the lands are expropriated and will expect prompt, adequate and effective compensation for the owners in ful- 
fillment of the assurances referred to in the telegram. 

The Department is in receipt of a further request from Senator 
Connally * that all possible assistance be extended in this case. 

Houta 

812.5200 Compafiia Terrenos Y Ganados San Rodrigo/27 : Telegram | 
The Ambassador in Mexico (Daniels) to the Secretary of State 

Mexico, December 9, 1939—4 p.m. 
[Received 7:30 p. m.] 

397. Your 287, December 7, 5 p. m. and 290, December 9, 11 a. m.?4 
I talked to Beteta yesterday and Carrigan to Mena today, as it was 

* Senator Tom Connally of Texas. _ ) 
™ Latter not printed.
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not possible to see Beteta today. Beteta wrote President about case 

| last night according to Mena and it will be necessary to await his — 

- | decision. As prospects for. cancellation are still obscure and in view 

| of time element, Carrigan asked Mena about 30 day extension. Mena 

is taking this up with Beteta and stated it appeared “reasonable re- 

| quest”. Ishall see Beteta Mondayonthis = ee 

Regarding protection as cattle land I have left memorandum recit- _ 

ing quantity land and cattle. This of course is contingent on final 

| : award regarding dotation since such inaffectability is obtainable only — 

| upon formal request by owners and should have been made before - 

| dotation, 
- Carrigan pointed out to Mena that had company desired to make | 

| such request it would have withheld its action pending reply from 

| Foreign Office and since reply was not received prior to dotation it — 

had naturally not made this request. I shall also bring this up on 

Monday. ca | a a | 

| o ee, - .  _DANTELS 

7 812.5200 Compafifa Terrenos Y Ganados San Rodrigo/29 : Telegram | | | | 

| Phe Ambassador in Meaico (Daniels) to the Secretary of State 

| Mexico, December 11, 1939—9 p. m. 

| | [Received 11:35 p.m.J | 

399. Referring to the Department’s telegram No. 944, December 

11, 5 p. m.,?? Lic. Mena, Chief of the Diplomatic Section, informed 

, Gibson ?* that possession would not be given December 12th and that 

the 30-day period for fencing had been granted. American Consul 

at Piedras Negras informed. | , 

| | DANIELS 

-  g12.6868/6354/3 . | | 

- Memorandum of Conversation, by the Under Secretary of State 

| | (Welles) | 

[Extract] 

| [Wasuineton,] December 11, 1939. 

The Mexican Ambassador called to see me this evening at my re- 

quest since it was my intention to talk with him concerning the mes- 

sage which Mr. Richberg * had given me on the telephone yesterday to 

the effect that in a conversation which Mr. Richberg had had with 

= Not printed. 
Raleigh Augustus Gibson, Second Secretary of Embassy. 

* Donald Richberg, representing the oil companies whose properties were 

expropriated. 
|



| | _. MEXICO - 665 

the Ambassador on Saturday they had both reached the conclusion | 
that negotiations between the oil companies and the Mexican Govern- 
ment for an adjustment of the situation arising from the expropria- 
tion of the oil properties were now impossible. , 

Before I. could start the discussion of this topic the Ambassador, 
who seemed to be very much exercised, took out of his pocket a com- 
munication from his Foreign Minister which enclosed a copy of a. | 
note he had received from Ambassador Daniels. The Ambassador - 
gave me the copy of the note to read but not the communication from 
his Foreign Minister. The note from Ambassador Daniels was writ- __ 
ten in compliance with the Department’s telegraphic instruction of — 
December 5 ** and had to do with the failure of the Mexican Govern- | 
ment to comply with the assurances given the Secretary of State by 
the Mexican Ambassador on November 10, 1938. ‘The Mexican Am- 
bassador said that General Hay was very much upset by the note 
from Ambassador Daniels, and the Ambassador then went on to ex- 
press the opinion that no such assurances had ever been given by him 
to the Secretary of State as those referred to in Mr. Daniels’ com- oo 
munication. I read Mr. Daniels’ communication again and then re- 
marked to the Ambassador that I thought he and I must be talking _ 
about different matters since the assurances referred to in Mr. Daniels’ . 

_ communication were exactly those which he had officially given to 
_ the Secretary of State on the date mentioned. The Ambassador said 

that the assurances he had given did not imply that, in any cases of | 
expropriation by Mexico of properties not already in course of con- : 
demnation and owned by American citizens, compensation would be | 

_ paid by the Mexican Government. I asked the Ambassador to wait . a minute and sent to my files for the copy of the conversation which 
the Ambassador had had with the Secretary of State and myself on 
November 10, 1938, and which contained the textual transcript of: 
the Ambassador’s assurances. ...I then stated that the text of 

these: assurances had been discussed between him and myself for some 
days prior to November 10 and that our discussions had then been re- 

_ duced to writing; that according to what he had told me at the time, 
he had read the assurances to President Cardenas personally and had 
received the explicit authorization of President Cardenas to make 
these assurances in the name of his Government. The Ambassador 
said that he remembered the circumstances very well and that the text was exactly as he had read it to the Secretary of State and to | 

__ The Ambassador then explained to me what his difficulty was which 
until then had been inexplicable to me. He said that the authoriza- | tion which he had received to convey these assurances to the Secretary | 

* Telegram No. 286, December 5, 7p. m., p. 661. | |
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| of State had been received personally from President Cardenas and 

had never passed through the Mexican Foreign Office and that con- 

‘sequently neither General Hay nor Under Secretary of State Beteta 

: had any knowledge that these assurances had been conveyed. ... The 

Ambassador said that he would telephone General Hay and tell him 

that he had spoken with me with regard to Ambassador Daniels’ note 

| and that the questions contained therein were questions which he, the — 

“Ambassador, desired to discuss personally with President Cardenas 

| before-any action was taken by the Mexican Foreign Office. = 

TI then reminded the Ambassador that ten days had passed since I 

had handed him a-memorandum with regard to the work of the 

Agrarian Commission and that I had received no reply and that from 

| what the Ambassador had just told me, I assumed that he would give 

me no reply until he could communicate with President Cardenas on 

the telephone. I went on to say that the situation with regard tothe 

agrarian expropriations was becoming altogether intolerable. Isaid _ 

| not only had an entire year passed without a single claim being ad- 

a judicated, but new expropriations were being undertaken completely 

: counter to the assurances given to this Government by the Ambassador _ 

po on November 10, 1938, and that I was very much afraid that the situ- 

: ation in this country, insofar as our own public opinion was concerned, 

had almost reached the point where an explosion of publicindignation — 

on the part of United States citizens was at hand. The Ambassador 

then said that he could assure me that he had every reason to believe 

| that this whole agrarian question could be settled in a manner satis-. 

factory to us in the near future, and that he was confident that. the. 

question raised in my memorandum, namely, recognition of the rights 

| of American shareholders in corporations set up in Mexico owning 

agrarian properties which had been expropriated, was not going to 

| create any insurmountable difficulty. He also said that he was con- 

fident that his Government would prevent any further new expropri- 

ations of American-owned agrarian properties and that the assurances 

conveyed by him on November 10, 1938, would be respected. I said 

that I was happy to know that the Ambassador felt optimistic in this _ 

regard, but that I for one was beginning to lose my own innate opti- 

mism insofar as this problem was concerned. I said that I could not 

over-emphasize the seriousness with which I regarded a continuation 

of the present situation-and that it seemed to me that the Ambassador 

must make every possible effort to impress upon his Government the 

gravity with which this Government viewed the situation. 

[For the remainder:of this memorandum dealing with the oil ques- 

tion, see page 714.) , | 

Co | S[usener] W [nutes]
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812.5200 Compafiia Terrenos Y Ganados San Rodrigo/27 : Telegram | 

_ Lhe Secretary of State to the Ambassador in U exico (Daniels) 

| ) Wasurneton, December 14, 1939—6 p. m. 
__ 299, Your 399, December 11, 9 p. m. and Department’s 287, Decem- | ber 7,5 p.m. Please express to the Foreign Office the Department's and owners’ appreciation of the granting of the 30-day extension which afforded an opportunity for the two Governments to give fur- ther consideration to this matter. _ BL | After study of Article 52 bis of the Agrarian Code and its regula- tions, the company and its attorneys have about reached the con- | clusion that it will not be to their advantage to apply for inaffecta- , bility thereunder. . | 

The Department is greatly interested in this case on its merits and as a test case, and considers it would be very unfortunate were the dotation to be carried out. It is confident that you will continue your earnest efforts, so far successful, to extend all proper protection with a view to prompt solution. Only as a last resort should there be agree- | ment to dotation, in which event the permuta should be arranged ; immediate full compensation will be expected if any of the lands are 
taken. | | 

Please keep Department promptly informed by telegraph of 
developments. oe oO | 

_ SUPPORT BY THE DEPARTMENT OF STATE OF EFFORTS OF AMERICAN OIL COMPANIES TO REACH AN AGREEMENT WITH THE MEXICAN GOVERNMENT REGARDIN' G THEIR EXPROPRIATED PROPERTIES * | 
812.248/262 © | | TE te | 
- Memorandum of Conversation by the Under. Secretary of State = re et (Welles) oo co _ 

7 | - _[Wasurneton,] February 18, 1989. 
The Mexican Ambassador called to see me this afternoon. Hetold 

me in the first place, with reference to our conversation on the tele- , phone of last night, that he had succeeded in speaking with President Cardenas on the telephone this morning. President Cardenas had authorized-him to say to me that the Davis proposal had been sub- | mitted to him on the evening of February 16 through Secretary of | the Treasury Suarez and that the President had immediately rejected it and said that he would ‘not even discuss ‘it. President Cardenas further wanted me to know that the Davis proposal was not as alleged | 
-- For previous correspondence; seé Foreign Relations, 1938, vol. v, pp. 720 ff. _ 293800—57_43 

|
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by Davis to the American Embassy, but contemplated the barter of 

| 70 German: planes instead of 30 for Mexican oil to be repaid over a 

ten-year period. The proposal also envisaged the sending to Mexico 

| of a very considerable number of German military and technical — 

people. President Cardenas further wanted us to know that the 

/ Mexican Government possessed only ‘American aircraft and had no 

| desire ‘to obtain other than American aircraft and that it would 

| continue to deal with the United States in all aviation matters. He 

| | had further authorized the Mexican Ambassador here to deny to | 

| the press the truth of the report published this morning that the 

Mexican Govertiment was considering such a proposal and to state 

a categorically that the Mexican Government had rejected the proposal 

| and would not agree to it under any circumstances. _ | | 

| I told the Ambassador that I was very much gratified by this in- 

| formation and I asked him to express to President Cardenas the ap- 

preciation of this Government for this courtesy in informing us thus _ 

fully of the decisions he had reached. : —— 

‘The Ambassador then went on to discuss the oil situation. He said 

that he would have come in to see me earlier about this but he had 

| been laid up with grippe for a week and he now wanted to tell me _ 

that with regard to the four points comprising the basis of the pro- 

posal Mr. Richberg was to make to President Cardenas, the first 

point, namely, complete operation of the properties by the companies, 

| could not be accepted én toto by the Mexican Government but that 

President Cardenas believed some form of agreement on this point 

could be found; with regard to the second point, binding long-term _ 

contracts, the Mexican Government was perfectly prepared to agree 

and would even agree to a 50-year basis for such contracts; but point 

three, compensation to the companies for the losses suffered while 

the Government was in possession of the properties, could not be 

| agreed to upon the basis proposed, although the difficulty might be 

evaded by stepping up the percentage of profits to be obtained by the 

| companies through the contracts or by extending the term of the 

contracts beyond the period which would otherwise be agreed upon; 

| finally, with regard to point four, namely, the inclusion of the con- 

. tract in some official agreement between the Government of Mexico 

and the Government of the United States such as a commercial agree- 

, ment, President Cardenas had stated that he would first have to know 

| the wishes of the Government of the United States in this regard but 

that he saw in principle no objection to this point. | 

| _ President C4rdenas had insistently urged that Mr. Richberg come 

to Mexico City before March ist because he himself was taking one 

of his periodical trips around the country starting March 6th. He had 

7 Danold Richberg, representing the oil companies whose properties were 

expropriated.
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asked the Ambassador to come to Mexico a few days before Mr. Rich- 
berg was due to arrive and suggested that the meeting place between 
the three of them might be at Monterrey. | , | 

The Ambassador then said that he had had two or three talks 
on the telephone in the past few days with Mr. Hurley #* and that 
he now understood that while Mr. Hurley would be in Mexico at 
the same time as Mr. Richberg, the latter did not desire to negotiate 
conjointly with Mr. Hurley but rather separately. Mr. Hurley had 
told the Ambassador that while his proposal was along the same 
lines as that of Mr. Richberg, it also comprised a suggestion that 
the companies lend the Government of Mexico $100,000,000 of which 
seventy or eighty million dollars would go into immediate improve- 
ments of the oil properties and into the further exploitation of new 
properties and the remainder would be utilized by the Government of 
Mexico in its public works program. OC | 

a - | S[umner] W[=txs] 

812.6863,/5543) a | | ee , | 
The Ambassador in Mexico (Daniels) to the Secretary of State 

No. 8165 | _ Mzxico, March 3, 1939. — | 
a | [Received March 8.] 

_ ‘Str: I have the honor to report that at my weekly call on Thurs- | 
day at the Foreign Office I informed Minister Hay ** that Mr. Don- 
ald Richberg, representing the companies whose oil properties were 
expropriated in March 1938, had reached Mexico to open negotiations 
with the Mexican authorities looking to some mutually satisfactory 
agreement. I took occasion to say that my Government. sincerely 
hoped that an adjustment between the oil companies and the Mexican 
Government could be reached. General Hay said that was also his 
earnest hope. He added that delay in negotiations did not lie at 
the door of the Mexican Government, for immediately after the ex- 
propriation he had told me that the Méxican Government wished to 
confer with the representatives of the oil companies and was deter- 
mined to pay for the properties expropriated, and that President Cér- 
denas had publicly and in all ways invited the companies to name 
representatives with whom he could confer. He said he was glad that 
the negotiations were to take place and he hoped for the best results. 
He indicated that the conferences would take place at the Department | 
of Hacienda. The President from the beginning has acted through 
the Minister of Hacienda * in all oil matters. 

* Patrick J. Hurley, representing the Sinclair Oil Company. 
” Eduardo Hay, Mexican Minister for Foreign Affairs. 
” Eduardo Su4rez.
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Ag President Cardenas will be absent from the city until the latter — 

-- part of the week, he will not engage in any conferences until next 

week. — a | 

The Department will be kept advised. 

_ Respectfully yours, JosEPpHUS DANIELS 

—-s«812,6868/5586 : Telegram 

The Ambassador in Mewico (Daniels) to the Secretary of State 

: a Mexico, March 19, 1939—8 p. m. 

a Be [Received March 20—12: 80 a. m.] 

| "8. President Cardenas issued statement March 18th, in summary 

it was that the Government of Mexico stated at the time of expropria- 

tion its intention to indemnify justly said companies and later to _ 

endeavor to find a way to satisfy interests of companies. That Rich-— 

berg proposed a plan of collaboration for the development of the 

industry the companies contributing toward such association the 

amount of the indemnification for their properties and also the new 

| amount which they are disposed to invest. The Government will 

| direct the directive and administrative functions conceding repre- 

sentation to the companies in proportion to their investments which 

| will be on a lesser scale than the investments of the Government. The 

Government is in possession of data to fix the valuation of the ex- 

propriated properties. The duration of the plan of collaboration et 

cetera will be “once the companies accept the principles and bases 

proposed by the Mexican Government”. 

Associated Press wired full statement night of March 18. 

President Cardenas spoke today before some 40,000 people, a smaller 

crowd than was expected. He spoke of the fundamental laws Mexico 

and touched upon the reason for dispropriation of the oil companies 

and spoke of the precedent they established in taking their fight to 

foreign courts. He stated that the companies had recently assumed 

an entirely different attitude. Spoke of the attacks upon the Gov- 

ernment by its enemies saying that he was endeavoring to save Mexico 

from the clutches of imperialism and to grant freedom to Mexico’s 

workers. Referred to his statement of March 18 saying that the com- 

panies had proposed a plan of collaboration and briefly outlined it. 

There was no applause from the crowd during this period of the 

speech. 
DanrELs
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812.6363/5612 | : 

The Ambassador in Mexico (Daniels) to the Secretary of State 

No. 8262 Mexico, March 23, 1989. 
| | | [Received March 25.] | 

Sim: I have the honor to report that after a stay of two weeks, in 
which he had a number of conferences with President Cardenas seek- 
ing an agreement with reference to the expropriated petroleum prop- 
erties, Mr. Donald Richberg returns to Washington today. The period 
of his stay here was not conducive to success in the negotiations, for it | 
was during the week when the schools and the petroleum syndicates, 
the Mexican Revolutionary Party, and others staged a celebration 
commemorating the expropriation. In these celebrations, while 
President Cardenas was moderate in his utterances as compared 
with the declarations of other speakers, they all stated that no step 
backward would be taken and that the properties would not be 
returned. President Cardenas made a statement which the press 
interpreted as conveying the impression that an agreement was in | 
sight by which the petroleum fields would be operated under the direc- | 
tion of the Mexican Government. | Immediately Mr. Richberg made | 
a statement correcting the impression created by saying that noagree- 
ment had been reached in the conferences. (See my despatch 8256 
of March 22, 1939.5") | : 

Mr. Richberg called to see me yesterday afternoon and gave me the 
substance of the above and related at length his various conferences 
with President Cardenas. Without any optimism he expressed grati- | 
fication at certain advances in the negotiations. He stressed that, 
instead of discussing the value of the properties expropriated, about 
which agreement was out of the question, he had succeeded in turning 
the discussion to methods and plans for operation, a certain per- 
centage of the profits to go to the companies and a certain proportion 
to the Mexican Government. He hopes the management will be solely 
in the hands of the oil companies, whereas the Mexicans think they 
should manage. If a solution is reached Mr. Richberg, I think, ex- 
pects both sides must make some concessions. In case of agreement 
as to operation, the question of percentage of profits will be next up 
for discussion. He said he had not suggested any particular divi- 
sion, believing it most important to secure an agreement on principle. 
If that is reached, both sides might give such consideration to a just 
division as would lead to an agreement. 

President Cérdenas suggested that in case an accord could be reached 
the oil companies ought to unite so that it could be possible to settle 

** Not printed.
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everything between only two parties. He thought the fact that there © 

are now sixteen oil companies under different management would _ 

| militate against the success of the best carrying out of the operations 

suggested by Mr. Richberg. The answer of Mr. Richberg was that 

| to amalgamate all the sixteen companies would be involved with many _ 

| difficulties and he would like to discuss the proposal with the repre- 

sentatives of the oil companies. He said that when he first made the — 

suggestion they “went up in the air” and said it was utterly impos- — 

gible. However, a few days later they softened and he told President 

| C4rdenas it would involve many difficulties but he believed it might 

be possible to include them in only four companies for the purpose 

| of acting with the Mexican authorities. He pointed out to me that the 

companies concerned here were competitors and some of them might 

prefer competitive instead of cooperative action. a 

“T am pleased”, said Mr. Richberg, “at the friendly spirit in the 

negotiations and the evident desire of President Cardenas to find 

a solution. However, I am giving out rather pessimistic statements 

because the early optimistic reports conveyed the impression that 

agreement was near, which the situation did not justify. Also, if I 

| spoke optimistically, the Mexican Government might suppose I was 

ready to make concessions and not feel it necessary to recede from 

some of its positions. If I speak pessimistically, they will feel that 

concord is possible only by mutual concessions.” He said that the 

| very optimistic statements in the press here had conveyed the impres- 

sion, not justified, that agreement was certainly in the offing, whereas 

there are more hurdles ahead. Ss | 

The fact that he is leaving Thursday has been variously inter- 

preted. Some of the American correspondents believe it signifies 

that the negotiations have failed and that is why Mr. Richberg is 

going home now. I told them that on the first day of his arrival, 

before he had even seen the President, Mr. Richberg informed me 

that he was compelled to be in Washington on the 26th or 27th of 

March to argue an important case. He told me in his latest conver- 

sation that it would be necessary for him to see officials of the oil 

companies in New York and to suggest some reconsideration of mat- 

ters that would aid in successful negotiations, and that he could return 

here toward the end of April for further discussions. He believes an 

agreement is not impossible and that the groundwork has been laid 

which may end the impasse; but he appreciates that it is not wise 

to be either too optimistic or too pessimistic. 

Respectfully yours, JOSEPHUS DANIELS
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812.6868/5686: Telegram _ a | | ' 

| The Ambassador in Mexico (Daniels) to the Secretary of State 

a _. Mexico, March 30, 1989—8 p. m. 
ns | [Received 10 p. m.] 

88. Second District Court today denied petroleum companies 
_ amparo® so far as it refers to the refusal of the administrative pe- - 
tition for revocation and dismissing it on all other points on the 
ground that the acts complained of had been the subject matter of 
prior Supreme Court decisions. . Co 
Following statement given by companies to the press: : 
“Local representatives of oil companies emphatically deny that there | has been a prior decision on the merits of their amparo against ex- | propriation and say that the prior decision referred to was the Su- OO preme Court decision of October 8, 1938, which merely dismissed an the case because the companies’ petition for administrative revocation | of the expropriation decree was at that time still pending decision before the Department of National Economy and the Supreme Court decision of October 8 expressly left the door open for future amparo , action. Companies will appeal decision. [?’] a oo | 

ae oe 7 | - Dantets 

812.6868/57724 | OO 
Memorandum by the Chief of the Division 6 f the American Republics 

(Duggan) to the Under Secretary of State (Welles) 

BT _ [Wasxineron,] May 16, 1939. 
— Mr. Weruas: Mr. Richberg called today and informed Mr. Bursley __ 
and me at length concerning his recent negotiations in Mexico.. 

As he left, he said he would furnish the Department, for its strictly | 
_ confidential information, a copy of the draft of his memorandum of 
his understanding of the points on which he reached agreement with 
President Cardenas... A copy of this memo was presented to Presi- | 
dent Cardenas for his approval. | a | 

| All the companies have agreed that the formula embodied in the 
- memo to President Cardenas is a satisfactory basis for the detailed 

discussions. Although some changes have been suggested, Mr. Rich- 
berg has been able to keep the companies in line by holding out the 
possibility of securing President Cardenas’ word that he also is pre- 
pared to go ahead without changes. The longer time goes on with 
no word from Mexico, the more difficult it. will be to prevent the 
companies, which are continuing to mull over the memo, from sug- 

* Suit for injunction. 
“ Cia. Mexicana de Petréleo, “Hl Aguila”, S. A. y coags., Mexico, Semanario 

Judicial de la Federacién, vol. tym, No. 2, October 6-13, 1938, pp. 354-3864.
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| gesting modifications. He thought that he would have difficulty in 

holding the companies in line for more than a week longer. 

He said that it would be very helpful if some intimation could 

reach President Cardenas of his difficulty in keeping the companies 

| toeing the mark as well as if the suggestion could be made that it 

| would be highly desirable were President Cardenas within the next 

| few days to inform him that the basis of agreement as set forth in 

the memorandum had been accepted by Mexico. With this informa- 

tion he: would decline to receive any suggested changes in the bases 

from the companies. Mr. Richberg said he. had understood that 

President CArdenas was to have conveyed such an acceptance ‘some 

| days ago and that he now thought the Mexicans were holding off _ 

, waiting to see whether the companies would take the next step. 

| I told Mr. Richberg that I thought you would be willing to havea _ 

personal chat with Ambassador Castillo Najera about this. — - 

| Mr. Richberg also stated that the Mexican Government desired to 

. have the settlement, if reached, embodied in a treaty. He expressed 

| the opinion that such a treaty would not encounter serious opposition 

in the United States Senate. There is attached for convenient. refer- 

ence a copy of the memorandum ** of my conversation on April 29, 

1939, with the Counselor of the British Embassy on this aspect of the 

matter. This recites briefly the possible advantages and disadvantages _ 

| of the treaty method. One of the principal difficulties foreseen was 

that the Mexican Government would not agree. In the light of Mr. 

| Richberg’s statement this might not be the case. a | 

, So Oo Laurence Duacan 

812.6363/56358 Bc ; : Ta fe 

Mr. Donald Richberg to the Chief of the Division of the American 

| | Republics (Duggan) | | 

| | - Wasuineron, May 18, 1939. 

Dear Mr. Ducean: After our conversation Tuesday Mr. Bursley 

stated that you would like very much to have a copy of the Memo- — 

randum ® to which I referred, which was prepared during the recent 

conferences with President Cardenas. : 

We have been very careful to keep this material confidential, be- 

cause of the possibility that it might be published, which would em- 

barrass the negotiations, and particularly because it might be pub- 

licized as a proposition from one party to another, or as a practical 

agreement, when, in fact, all concerned have reserved judgment and 

avoided any definite commitment; although the document expresses 

3% Not printed. .
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many propositions as to which there is apparently substantial agree- | ment. | | | 

As I stated to you, if both sides can avoid insistence on trouble- 
some modifications of language, or any radical change in the under- 
lying ideas, the basis for detailed negotiations may be quickly found. a Iam fearful that delay and further discussions will simply provide 
an opportunity for obstructionists to increase the obstacles to agree- ment. | 7 — | 
In view of the fact that the Under Secretary may have a conference © | on this matter tomorrow, I thought he should have an opportunity to familiarize himself with this Memorandum; although he may or may not think it advisable to give evidence of having such knowledge. | Sincerely yours, ) Donan Ricusrre 

812.6863,/5792 re | / | 

| Memorandum of Conversation, by the Under Secretary of State | Oo (Welles) © | 
. [Wasuineton,] May 19, 1939. : 

_ The Mexican Ambassador called to see me this morning. | - I said to the Ambassador that I had understood from my last con- _ | versation with him that President Cérdenas did not intend to con- : sult with other members of his Government with regard to the basis | _ for agreement proposed by Mr. Richberg at Saltillo and that the | Ambassador was waiting to hear from Mr. Richberg what the atti- | _ tude of the companies might be. I told the Ambassador that I did | | not know whether Mr. Richberg had as yet anything to say to him - 
in that regard, but that I had gathered from Mr. Richberg that he 
understood that the Ambassador was to inform him what the attitude | 7 of President Cardenas might be. I said that if any misunderstanding 
existed, I wanted to be as helpful as possible in clearing it up and | that it seemed to me very desirable that the very useful and agreeable 
contact which had existed between the Ambassador and Mr. Richberg 
should neither be broken nor suspended. I said it seemed to me that : 
if any delay of an inordinate character now took place, those in Mexico 
opposed to the reaching of an agreement would be given time in which 
to try and stir up public opinion against a reasonable agreement, , and in the same way such individuals within the oil companies as | might be disposed to take a view of complete intransigence in the negotiation of a settlement might be given additional time in which _ to make their views prevail. Furthermore, I added, if the press and public opinion inthis country were given to understand that the Am- bassador and Mr. Richberg were not even talking with one another, 
we would probably soon see stories published alleging that negotia- tions had broken down, and I told the Ambassador, as I had said so 
often before, that public opinion in the United States was getting
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| very much aroused about this problem and I felt any indication of 

| this character would probably be sufficient, to call forth a series of 

articles once more attacking the Mexican Government and creating 

an atmosphere in which friendly and reasonable negotiations might 

: be difficult = SO Ce 

oO The Ambassador told me that he confirmed what he had previously 

said, namely, that President Cardenas did. not intend to discuss the 

. basis proposed with any one else, but would make up his own mind — 

- with regard thereto. He said that General Cardenas had telegraphed 

| - him a couple of days ago saying that during the next few days he 

| | would be travelling in the desert regions in the states of Chihuahua 

and Sonora where there were no telephonic or telegraphic communi- 

gations and that it would not be until May 94 that he would reach 

| Hermosillo from which place he would write to the Ambassador his _ 

| definite conclusions. . In the meantime, the Ambassador said he would 

oe be very pleased to have the opportunity of talking over the situation 

; with Mr. Richberg and he agreed with me that conversations would be 

| useful and desirable. The Ambassador said that some new ideas as 

- to handling some of the points had occurred to him and he expressed 

the very definite considered opinion that none of the points in the 

| basis.as proposed by Mr. Richberg would present any obstacle other 

| than the point covering management. He said that public opinion 

in Mexico, when the basis had recently been made public, had almost 

unanimously protested against the plan for management, alleging 

that this was merely a device for returning to the companies the 

complete and exclusive control of the properties. He said that he 

did not think President CArdenas could stand up against this hostility. 

, - L insisted, however, that in my own judgment the basis provided 

a reasonable, equitable, and fair means of adjustment and that it 

seemed to me that all that was now required was ingenuity and good 

| will in developing formulas. I told the Ambassador I would be glad 

| to communicate to Mr. Richberg the message he had given me. 

a re a -—Sfomner] W[eties] 

812.6368/5787% — an 

Memorandum of Conversation, by the Assistant Chief of the Division 

| of the American Republics (Burstley) * a 

— [Wasuineron,] May 22, 1939. 

Mr. Mallet, Counselor of the British Embassy, called this afternoon 

and referred to previous conversations he has had in the Department 

with regard to the possibility of confirmation by a treaty (or exchange 

7 Addressed to the Chief of the Division of the American Republics and to the 

Under Secretary of State. : ee |
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of notes) of any arrangement effected between the Mexican Govern- | 
ment and the oil companies for a settlement of the present controversy. 

Mr. Mallet said that the British companies had furnished the 
Foreign Office with a copy of the memorandum Mr. Richberg had left | 
with President Cardenas early this month and that, according to 
the fourth section of that memorandum, Mr. Richberg had suggested | the possibility of such an agreement between the countries and had 
definitely referred to the possible negotiation of a commercial treaty | between Mexico and the United States which would enable mutual | protection for the nationals of each country and their properties in | the other, and give assurances of continuing improved relations be- 
tween each Government and citizens of the other. _ OO | | 

Mr. Mallet said that if the Department could do so, he would ap- 
preciate it if the Department would inform him whether it would be : disposed to sign a treaty or exchange notes with Mexico giving recogni- 
tion to any solution which may be reached of the oil controversy and | 
whether this Government would be inclined also to negotiate a treaty 
with Mexico looking to the mutual protection of the citizens and | 
property of one in the territory of the other. He said that he thought | his Government would desire to take a similar course to ours. 

_ I told Mr. Mallet that I did not know whether the Department had 
taken a decision with respect to these matters, but that with regard — 

_ to the question of a treaty or exchange of notes to give greater force | 
to a solution of the oil controversy, it was my personal assumption | 
that it had not been considered particularly likely Mexico would | 

_ agree-to such an arrangement and for this reason other aspects of the © 
matter had not been fully explored. | — | 

Mr. Mallet said he was leaving Washington and would return on 
Thursday, at which time he would inquire whether there was any 
information I could furnish him regarding these matters. 

In view of the pledge of secrecy with which Mr. Richberg fur- 
nished us a copy of his memorandum, I did not give any indication 

_ that we had a copy of it. With reference to the Mexican attitude 
towards a possible treaty or exchange of notes to implement the oil 
agreement, if reached, I refer to the last paragraph on page 2 of RA’s memorandum of May 16, 1939, stating: 

: [Here follows the last paragraph of memorandum printed on 
page 673.] . : 

I should appreciate instructions as to whether the Department de- 
sires me to convey any expression of views to Mr. Mallet. 

I may add that it would seem likely, in the event an agreement for the mutual protection of citizens and property is agreed to by Mexico, that Mexico also would want a trade agreement granting reduced im- port duties on vegetables, petroleum products, and perhaps other 
products.
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| -—-812.6868/58084 | | a 

Memorandum by the Chief of the Division of the American Republies 

— (Duggan)® | | 

| [WasuNneton,] May 24, 1939. 

| Your consideration is called to the attached memorandum ® of con- 

yersation with Mr. Mallet, Counselor of the British Embassy, re- 

garding the confirmation by treaty or exchange of notes of any agree- 

ment effected between the Mexican Government and the oil companies 

for a settlement of the present controversy. : , 

The embodiment of any eventual agreement in a treaty has both 

| advantages and disadvantages. It would undoubtedly give the agree- 

ment more prestige and stability. It would, however, result in this 

| Government being inevitably drawn into numerous conflicts which 

: are bound to arise even with the best faith on both sides. Whenever 

the companies thought that the Mexican Government did not comply 

with the agreement they would appeal to this Government that the 

| treaty had been violated, with the result that this Department would 

be placed in an extremely difficult position. Were it to give ear to 

these complaints it would have to establish a special section of experts 

to investigate in order to determine whether the complaints of the 

companies were justifiable. 

The situation that might obtain between the Mexican Government _ 

and the petroleum companies in Mexico, which are privately owned, _ 

| ig entirely different from that existing between the Iranian Govern- 

ment and the Anglo-Persian Company, which I understand is con- 

trolled by the British Government. | , . 

In private conversation Mr. Richberg has mentioned as the period 

of the agreement between the companies and the Mexican Government 

fifty years, so that were the arrangement to be confirmed in a treaty 

this Department would be concerned for fifty years with the observ- 

ance of the terms of that treaty. 

In considering the desirability of confirming the arrangement by a 

treaty the suggestion is made that there be considered at the same time 

the possibility of the Mexican Government exchanging notes with 

this Government, and possibly the British and Dutch Governments, 

in which the two Governments would take cognizance of the arrange- 

ment arrived at and expressing satisfaction thereof. In this way the 

several governments would take recognition of the agreement but 

would not become involved in its observance in every detail by be- 
coming parties to a treaty or treaties. 

It is my suggestion that Mr. Mallet be informed when he calls on 

. sone to the Secretary of State and the Under Secretary of State.
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Thursday that the Department is giving consideration to the matter | 
but has arrived at no conclusion. 

| L[avrence] D[vecan] 

812.6863/5808 | | | 
Memorandum of Conversation, by the Under Secretary of State = 

(Welles) SO 

| [Wasuineron,] May 29, 1939. 
The Mexican Ambassador called this morning at my request. After 

taking up with the Ambassador the Compafifa Hidroeléctrica Potosina 
case, I asked the Ambassador to tell me what the latest developments | 
might be with regard to the oil controversy. . | 

_ The Ambassador said that Mr. Richberg had come in to see him | 
very hurriedly a few days ago but without any communication to make | 
to him other than to suggest that the Ambassador and he issue a 
joint statement declaring that the general bases for agreement had | 
now been agreed upon by the President of Mexico and by the com- | | 
panies and that in consequence thereof the formulation of detailed | | 
plans as to the method of carrying out this agreement was to be placed 
immediately in the hands of experts selected by both sides. The Am- 
bassador told me that he had replied that while he was willing to 
draft such a statement for the consideration of President Cardenas, | 

he thought that in as much as President Cardenas had not yet given 
his consent to the plan for agreement proposed it would only com- 

_ plicate matters to send President Cardenas such a draft statement. | 
He said that President Cardenas had telegraphed him today that he 
was communicating his decisions to the Ambassador by mail and the 
Ambassador said the letter containing these instructions would prob- 
ably not reach him before the end of the present week. The Am- | 
bassador said that he was worried by the delay, and regarded as a 
bad sign the fact that there had now joined President C4rdenas at 
Hermosillo not only Beteta “ and one or two oil experts of the Mexi- 
can Government, but also the Mexican Secretary of the Treasury, 
Sefior Sudrez. The Ambassador seemed to be pessimistic as to the 
outlook. 

I told the Ambassador that I trusted Sefior Beteta would repeat 
to President Cardenas what I had said to him, namely, that Presi- | 
dent Roosevelt and this Government believed the bases for settlement 
proposed were entirely equitable and fair to both sides and that it 
seemed to me imperative that an agreement be reached at the earliest 
possible moment in order to prevent further delay giving aid and com- 

“ Ramon Beteta, Mexican Under Secretary for Foreign Affairs.
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| fort to those in both countries opposed to the reaching of any 

| agreement. | | oP | ne a 

| The Ambassador said he also hoped that Beteta had repeated this 

to President Cardenas, but that all that Beteta had said to him of ~ 

his conversation with me was that I had urged a rapid agreement. 

| | The Ambassador also talked at some length with regard to the © 

| - -yisit'he had had recently in New York from Mr. Patrick J. Hurley. 

a “He said that Mr. Hurley had given him to understand that his com-— 

pany had been informed by Mr. Richberg that President Cardenas _ 

, had already given his full agreement to the bases of settlement pro- 

: - posed. . The Ambassador told him that this was not the fact and that 

while he personally believed all of the bases proposed would be satis- 

7 factory to President Cardenas with the exception of that portion of 

the agreement providing for administration of the properties, he had 

7 no reason to think that President Cardenas would agree to this par- 

--—- tieular provision. The Ambassador said that Mr. Hurley had then 

again brought up the question of the Sinclair group making a direct _ 

agreement with the Mexican Government even if the other companies 

did not-fall in line. The Ambassador said that he had again thrown 

cold water on this suggestion and had emphatically stated to Mr. 

Hurley that he believed it to be in the interest of both sides that — 

| all of the companies reach agreement conjointly and not separately. 

The Ambassador told me he had gained the impression that Mr. 

- Hurley was completely in the dark as to what the situation might be 

| and was merely trying to find out from the Ambassador what the | 

actual facts might be. | | | Ce 

S[umner] W[stres|] — 

812.6363 /3862 oe 

Memorandum of Conversation, by the Chief of the Division of the 

American Republics (Duggan) | 

[Wasurneron,] June 19, 1939. 

After luncheon at the Mexican Embassy on Saturday I had the 

opportunity of a few moments conversation with Sefior Beteta. 

I told Sr. Beteta that he knew of the very great importance which 

this Government attached to the settlement of the petroleum contro- 

versy and inquired whether there was anything that he could tell me 

regarding the recent developments. | 

Sefior Beteta stated that the negotiations were not making progress 

because the petroleum companies were taking too rigid and resilient a 

position. He went on to explain that in his Opinion there were two 

principal obstacles. The first of these had to do with the relationship 

between the Government and the companies in the management of
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_ the properties under the proposal suggested by Mr. Richberg;. the 

second had to do with the evaluation of the properties which was 
hecessary to determine the share which the companies should receive ; 
from the profits of operation. | | 

Concerning the first of these difficulties, he stated that it was politi- 
cally impossible for the Mexican Government to agree that a foreigner 
should be the head of the administrative agency or that foreigners 
should have a majority on the board of representation of the agency. | _ He stated that the Government was willing to give them minority 
participation and a. substantial ‘degree of. technical supervision, but — that it was not willing to give control of the management to the com- | panies, a a oo _ Without undertaking to argue the point I asked Mr. Beteta whether a he thought that under these conditions the companies would invest . the new capital necessary not only to keep the present properties in shape, but to develop the petroleum industry as the Mexican Govern- a _ ment desired. Sr. Beteta said that from the companies’ point of view he could see objection to the management formula suggested by the Government, but reiterated that it was a political impossibility for | the Government to return control of management to the companies. 7 | With regard to the second difficulty, the appraisal of the value of | the expropriated property, Sr. Beteta said that in his opinion this 
was a greater obstacle than the first, although there had been no dis- 

_ cussion of it. He said that he did not understand how there could be | any division of the net income of the proposed new company between | the:present companies and the Government if there was not some de- | termination in advance of the amount of contribution. of each to the | | 
new company. He thought that the appraisal of the value of the 
machinery, et cetera, would not present any great obstacle but that = 
the difficulty would come in connection with the sub-soil resources. 
In this connection he mentioned that the Constitution of 1917 pro- 
vided that the sub-soil resources vested in.the Government. TI re- 
minded him that while this was correct it was my understanding that 
the Mexican Government had recognized that this provision of the 
Mexican Constitution was not applicable to concessions granted prior 
to 1917 and that most of the concessions which had been expropriated 
under the decree of March 18, 1938 were those entered into prior to 
1917. Sr. Beteta stated that this had been the position of previous 
Mexican administrations but that it might not be the position main- © 
tained by the present administration should this aspect of the matter 
come to the forefront of the discussion. | | 

Sr. Beteta then said he would like to tell me frankly that Mr. 
Richberg was making it appear that this Government considered his
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proposal the only one susceptible of solving the petroleum controversy. 

I told Sr. Beteta that while I did not think that the President or the 

| Secretary would wish to take the position that Mr. Richberg’s proposal 

was the only one for settling the controversy, nevertheless it seemed 

to present the basis of an agreement which accounted for this Govern- 

| ment’s hope that the arrangement suggested be given the most careful 

: consideration. a . . . | - 

Sr. Beteta replied that his Government thought that there were 

alternative proposals and had so sndicated in the memorandum handed — 

7 to Mr. Richberg. At this point I told Sr. Beteta that if he had refer- 

- ence to the payment of cash: compensation to the companies I felt sure 

| that he would agree with me that this would only be possible in case 

a Mexico could borrow the money in the United States. Isaid that I _ 

thought I should tell him in all frankness that that was a vain delusion 

if indeed it was entertained seriously by the Mexican Government 

- since I knew of no responsible bank that would undertake to loan money 

for that purpose. I started to say that if the Mexican Government 

thought that it could secure the money from W. R. Davis, it would © 

find itselfsadly mistaken... . 00 a ee 

| Sefior Beteta said that he had been sent up here by President 

. | Cérdenas to find out what the “atmosphere” in Washington was. He _ 

| told me that he had gathered from the press that the “atmosphere” 

was very bad; and then asked me whether that was correct. I told 

| Sr. Beteta that I thought the press in Washington, which was usually 

well.informed, had properly diagnosed the trend of thought. I said 

that the President and the Secretary were very concerned at the pres- 

| ent status of the negotiations between Richberg and the Mexican 

Government; they had handled the oil situation from the day it — 

occurred with the greatest deftness in an endeavor not to permit it 

to cast a blot over relations between the United States and Mexico; 

that they had assumed, on the basis of what President Cardenas had 

publicly stated, that the Mexican Government intended to make good 

on the statements that it intended to make compensation; that they 

had been waiting for well over a year, but that it was only within the | 

last few months that there had been any real effort to come to an 

agreement; that now that effort appeared on the verge of a breakdown 

so that naturally they were very much concerned. I stated that 

fortunately public opinion was not blazing forth in headlines against 

"Mexico, but that there was a strong undercurrent of rising feeling 

against Mexico’s failure to make a really constructive effort to come 

| to an agreement. I said that I assumed that it was no news to him 

that the companies if unable to secure an agreement under this ad- 

ministration, would throw all their power, which was considerable, 

behind whatever presidential candidate in the 1940 elections they



| | | _ MEXICO | 683, 

thought would bring about a settlement. I told him that without 
attempting to forecast the result of elections in 1940, if an opposing 
administration were to come into office a different policy might be a 

_ pursued by the United States. Sr. Beteta, after taking objection to 
my statement about Mexico’s not having made a constructive effort 
to reach an agreement, went on to state that he recognized that the 
United States had within its power means of compelling Mexico to | 
do whatever it wanted, even to the extent of requiring the return of ) 
the properties to the companies. I broke in here to state that this - 
Government had, as he knew, never made any such request, but again, _ | 
as he knew, had looked with some favor upon a cooperative manage- - 
ment and sales plan under which the Mexican Government would 
retain the properties. Sr. Beteta continued that be that as it might, 

| if the United States Government wanted Mexico to follow any par- — - ticular line of action it could compel her to, but that this would mean 
the overthrow of the C4rdenas regime in Mexico, political and social | chaos, probably continued civil strife, and very definite antagonism a 
between the United States and Mexico; moreover, it would mean the oe 
end of the good neighbor policy, which would be completely un- 
masked as nothing more than crude imperialism. He added sig- 
nificantly that Mexico would take the steps to see that this was done. : 

. Sefior Beteta said that he regretted it had become known by the 
press that the United States Government was considering “taking 
strong action” against Mexico. I said that I did not think that the 2 
press had any idea of what measures the United States might be _ | 
contemplating and that I wanted to make it clear to him that so far 
this Government had taken not a single means of pressure to bring | 
Mexico to an agreement. | | | | — 

| | Laurence Duacan 

812.6868/5872 a 
Memorandum of Conversation, by the Under Secretary 

| | of State (Welles) — | 

| a | | _. [Wasurneron,] June 20, 1939. 
The Ambassador of Mexico called to see me this afternoon. He told 

me that his two conversations with Mr. Richberg of June 18 and | 
June 19 had been on the whole satisfactory. He said that in his 
conversation with Mr. Richberg yesterday he had agreed to omit 
the question of valuation in the bases of agreement and that Mr. 
Richberg had agreed to suggestions that the Ambassador had made 
whereby the Mexican Government would have a majority on the 

293800—57——-44
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| - Board of Directors of the proposed new Mexican corporation to han- 

dle the oil properties, and that, without stating anything specific 

with ‘regard to the nationality of the new manager, the selection of 

| - the new manager would be left to the determination of the Board of 

| | Directors. The Ambassador mentioned various other amendments 

| which he had suggested with reference to the administration of the 

ne properties which had been accepted in principle by Mr. Richberg. | 

- - The Ambassador believed that this memorandum would be supported 

— by Beteta and would be accepted by President Cardenas. = 

The Ambassador, however, was very much -perturbed because in 

oo the covering letter which Mr. Richberg had sent him this afternoon 

- eonveying the final text of the memorandum which they had both 

| ~ agreed upon yesterday afternoon, Mr. Richberg had referred to the 

_ memorandum as the Ambassador’s own proposal. The Ambassador 

-_ gaid it was absolutely impossible for him to agree to this since in the 

| - first place his Government had not. authorized him to make what was 

tantamount to a new proposal; and that he saw no reason why either — 

| he, or Mr. Richberg, or the companies, or the Mexican Government _ 

| should assume the paternity of this proposal and that, in his judg- 

| - ment, the only solution was for the memorandum to be regarded as 

an exchange of views between Mr. Richberg and himself for submis- __ 

sion to the Government and to the companies. Itoldthe Ambassador 

| that I was in entire accord with his point of view, and that it seemed 

to me that this question was one which could readily be solved. — | 

I thereupon called up Mr. Richberg on the'telephone and explained 7 

the matter to him, and Mr. Richberg said he was quite willing to with- | 

| draw his covering letter of today and to let the memorandum stand 

as it had been before. He said he would get in touch with the Mexican 

Ambassador. Subsequently the Ambassador called me on the tele- | 

phone and told me he had spoken with Mr. Richberg and Mr. Rich- 

berg had told him that he was quite willing to leave the memorandum 

without any covering letter, and that if the bases contained in the 

memorandum were acceptable to the Mexican Government and the 

companies, both sides could then take joint responsibility for it. 

The Ambassador said that consequently he would leave early 

tomorrow morning to join President CArdenas in Lower California, 

and that he was now for the first time really optimistic that an agree- 

ment in principle had been found. I expressed to him my very great 

satisfaction and my more than earnest hope that there would be no 

further delays and that he could notify me within the next few days 

that the basis now proposed is acceptable to his Government. 
Sumner] W[ettzs]
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The Ambassador in Mewico (Daniels) to the Secretary of State 

- No. 8675 | Mexico, June 20, 1939. 
| a oe [Received June 26. ] 

~ Sm: I have the honor to refer to my despatch No. 8561 of May 20, © | 
1939, and previous despatches with regard to the matter of taking 
inventories of the properties of the petroleum companies. _ 

In the despatch under reference it was pointed out that the taking a 
of inventories had apparently been dropped. Somewhat previousto == 
this time, on February 20, 1939, to be exact, attorneys for affiliates of = 8 
the Standard of New Jersey which had not been named in the expro- 

_ priation decree entered an amparo suit against the action of the a 
Government: the grounds for the complaint that the Government 
had proceeded with taking the inventories and evaluating the prop- | 
erties of these non-expropriated, although seized, companies. SO 

On June 13, 1939, a decision was rendered by the Second Section — 
of the Supreme Court dismissing amparo proceedings. Copiesofthe 
decision of the Supreme Court, as well as translations thereof, are 
transmitted herewith, | 

In commenting on the decision, the representatives of the Standard 
Oil affiliates stated the following: (this is confidential) OO 

_ Your attention is particularly invited to portion of the decision 
appearing at the bottom of page 3 and the top of page 4 of the enclo- 

| sures, in which it is stated that the companies have a defense by avail- 
_ Ing themselves of the petition for administrative revocation contained 

in article 5 of the Expropriation Law.“ This portion of the decision is 
along the lines of the decisions in the Franco Espafiola and Terrenos | 
del Golfo cases, which have previously been commented upon. 
Copy of the enclosure is going forward to New Haven. _ | 

_ With reference to the Franco Espafiola and Terrenos del Golfo 
cases,“ see the Embassy’s despatches Nos. 8477 of April 29, 1939, and 
8436 of April 24,1939.% . re 

_ Respectfully yours, , ee - JosrpHus DANIELS 

* Not printed. BT oo 
_.“ Approved November 28, 1936, Diario Oficial, November 25, 19386. . 
_“” Amparo actions brought by the Cia. Petrolera Franco Espafiola, an affiliate of 

the American Continental Oil Company, and the Cia. de Terrenos del Golfo, a 
member of the Dutch Shell group, were dismissed by decisions of the second 
section of the Supreme Court of April 4 and 18, 1939, respectively, on the ground 
that the companies had not had full recourse to administrative appeals. Texts 
and translations of the decisions were transmitted to the Department with des- 
patches Nos. 8434, April 24, and 8471, April 28 from the Chargé in Mexico. 
(812.6363/5716, 5739). 
“Neither printed.
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| - 812.7965 /134 
ts 

Memorandum of Conversation, by. the Under Secretary of State 

(Welles) 

oe | [Extract] . OO 

; | oo 7 ss FWasurNneron,] July 20, 1939. 

| I told Dr. Quintanilla ‘” that the second matter I wished to dis- 

- cuss with him was the very serious situation which I feared was now 

7 - developing as the result of the last communication sent to Mr. Rich- 

~ berg by the Mexican Ambassador and by reason of a reply sent to 

the Ambassador by Mr. Richberg. Dr. Quintanilla said he was not 

informed of the nature of the reply sent by Mr. Richberg and that he 

had only seen the press references thereto. I explained to Dr. Quin- 

a tanilla in some detail that Mr. Richberg and the companies by which 

| he was retained had reached the very definite conclusion that the 

| bases for settlement set forth in the Ambassador’s last letter departed 

| completely from the general bases agreed upon between the Ambas- 

sador and Mr. Richberg and likewise brought into the scope of the 

| proposed agreement elements which would be totally unacceptable to 

the companies. I said that while I was in no position to discuss 

details of the negotiations nor at this stage to express any opinion 

as to the merits of the points insisted upon by the companies, I, — 

nevertheless, after talking with Mr. Richberg, obtained the impres- 

sion that the bases proposed in the Ambassador’s last letter did in 

fact depart very materially from the point of view which had always 

been expressed to me by Mr. Richberg and which had been confirmed 
to me in our conversations. by the Ambassador himself. hn | 

I said that I was sure Dr. Quintanilla would understand that if | 

the present negotiations were now completely to break down, this 

Government could no longer remain out of the picture and that al- — 

though we had over a period of 18 months hoped that negotiations 

between Mexico and the companies would prove successful and had 

time and again done everything we could to facilitate the course of 

these negotiations, it was quite impossible for the United States Gov- 

ernment indefinitely to refrain from undertaking to interpose its 
support in behalf of what we regarded as the legitimate and well- 
founded complaint on the part of nationals of the United States that 
the Mexican Government had seized their properties, was utilizing 

“Luis Quintanilla, Mexican Chargé.
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the properties to Mexico’s own benefit, and was making no effective 
effort whatever to offer. fair and adequate compensation to the in- 

dividuals whose properties had been confiscated. Furthermore, I | 
said that I had been informed that the companies, believing that all 
hope of a successful conclusion of the negotiations must now be aban- | 
doned, were preparing to issue a public statement to the American ssi 
public setting forth the complete history of the incident itself and 
of the negotiations which had subsequently taken place and of the 
reasons why they felt it impossible to continue these negotiations. 
I said that, of course, if this statement were issued a very serious 
situation would be presented which would be one which I was sure | 
would be exceedingly unsatisfactory both to the Governments of | 
Mexico and to the United States. I said that I thought this statement 
would not be published until it was ascertained by the companies 

_ what the nature of the attitude of the Mexican Government might be 
with regard to the points set forth in Mr. Richberg’s last letter and 
that I felt quite confident that the publication of this statement would 
not: be long withheld. I said, therefore, that it seemed to me that 
the situation is exceedingly urgent and that I trusted Dr. Quintanilla : 
would communicate immediately. with the Ambassador and apprise : 
the latter of the very great concern which I felt, as well as of my most : 
earnest hope that upon further consideration the Mexican Government | 
would find it possible to attain an agreement with Mr. Richberg as | 
to the general bases for negotiation, without which, he felt satisfied, — 
no further negotiation would usefully be undertaken. I said that Dr. : 
Quintanilla could not emphasize too strongly the very great disquiet 
which I felt. | | | | : 

Shortly after the termination of our interview Dr. Quintanilla 
called me on the telephone from the Embassy to inform me that he had 
tried to get in touch with Dr. Castillo Najera in Mazatlan but he had 
learned that the Ambassador had already left the latter city, intend- 
ing to arrive in Mexico City tomorrow. In order to save time Dr. | 
Quintanilla called up his Foreign Minister on the telephone and had 
urged him to see that the letter which Mr. Richberg had mailed to 
the Ambassador in care of the Foreign Office and which should have 
reached the Foreign Office, be placed in the hands of the Ambassador 
at the first possible moment so that he might consider it and discuss 
it with President Cardenas before they both reach Mexico City. Dr. 
Quintanilla told me that he would without fail telephone Dr. Castillo 
N&jera tomorrow and would communicate with me immediately there- 
after. _ | , 

S[umner] W[exies]
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g12.6868/6078 = st re a , 

- Memorandum of Conversations, by the Under Seeretary of State 

Ca (Welles) oe oo | 

ee PWaseneton,] August 2, 1939. 

| | After consultation with the President, and after receiving his ap- 

proval, I had separate conversations with both the Mexican Ambassa- 

dor and with Mr. Donald Richberg with regard to the oil negotiations. 

I reiterated to the Ambassador the statements made to him at the 

| White House yesterday by the President, particularly emphasizing 

the President’s belief that if the Mexican Government did not now 

after this very long delay reach an equitable adjustment of the con- 

troversy with the American companies, public opinion in this country 

would be so incensed as to bring about a situation in which the Con- 

gress would undoubtedly enact legislation making it impossible for | 

the Executive in the future to purchase Mexican silver. The Ambas- 

| sador told me that he had already communicated in great detail to 

| President Cardenas the.statements made by the President. I said 

that it seemed to me that- the crux of the situation lay in point one 

of the counter proposals which Mr. Richberg was to receive from the 

Ambassador this afternoon, namely, the insistence of the Mexican 

Government that the boards of directors of the four corporations to 

be set up be composed in each instance in their majority of Mexican 

| ~ nationals appointed by the Mexican Government, and that the opera- 

tion of the oil properties consequently be under the sole control and 

jurisdiction of the Mexican Government. I said it was clear that the 

companies could not and would not agree to this provision. I said I 

recognized fully from what the Mexican Government had stated to us 

that public opinion in Mexico and the official statements of the Presi- 

| dent of Mexico made it impossible for the Mexican Government to 

recede from the position it had taken and to return to the American 

companies the operation of the properties in question, either directly 

or in some disguised form. It appeared to me, I said, that the time 

had now come for a definite determination of whether a reasonable 

and fair solution of this problem could not be found, and in that spirit 

I was authorized by the President to make the following suggestion: 

The formula proposed was for each of the four boards of directors 

to be composed of nine individuals, three to be appointed by the Mexi- 

can Government and three by the American companies; and the re- 

maining three directors to be selected in the following manner: the 

Government of Mexico and the Government of the United States will : 

agree upon a list of nine individuals to be nationals of neither Mexico, 

the United States, Great Britain, nor the Netherlands and all to be 
persons of demonstrated integrity and standing, and of experience
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| either in commerce, in finance, or in the oil industry; the six. members 
of the boards of directors appointed as indicated above would be obli- 

_ gated to select from the list agreed upon by the two governments, | 
within a period of thirty days after the handing to them of the list __ 
in question, three individuals who would constitute the three remain- 

_ ing members of the boards of directors. I stated that in proffering 
this suggestion it seemed to me that if accepted it would enable the 
Mexican Government to maintain the position it had taken, since the 

control and management of the properties would not be returned to 
the American companies, while at the same time it would remove the 
objection on the part of the companies as expressed to me that the 
Mexican proposal envisaged complete control by the Mexican Gov- | 
ernment of management and operation, to which the companies could — | 
notagree. = == | - ae . | 

I said that I further suggested that should this proposal be regarded 
favorably by the Mexican Government and the companies it might 7 
be regarded as a solution of a temporary character, say for a two or 
three-year period, with the hope that once operations had commenced 
under the plan so proposed, the Mexican Government and the com- 
panies by common accord could agree upon a permanent solution. 7 

_ The Ambassador said that at first glance he could see no reason why _ 
_ this should not be a way out of the difficulty and that he would at 

once submit it to his Government with the hope that they might 
accept it.. | | | oe a 

_ In my interview with Mr. Richberg I submitted the same formula 
to him and likewise stated to him that I did so by specific authoriza- 
tion from the President. Mr. Richberg went into the matter very : 
fully, but seemed to me to be laboring very definitely under the belief Oo 
that the American companies whom he represented felt that the time _ 
had come when negotiations with the. Mexican Government would no © | 
longer be productive of any useful purpose and that the companies 
would favor the issuance of a statement to the public giving the entire | 
history of the negotiations with the Mexican Government and stating 
that they had terminated because of the inability of the companies to 
agree with the Mexican Government upon any basis of settlement. 

I said that it seemed to me that if this were the case the companies 
- ought to recognize certain facts very clearly. I said that it was al- 
ready rumored in Mexico in many quarters that the companies were 
unwilling to reach any agreement with the Cardenas Government, 
hoping that General Almazén would be elected President. of Mexico 
and that they could make a deal with him whereby control and man- 
agement of their properties would be restored to them. . I said that if 
the companies now publicly announced termination of the negotiations 
this helief in Mexico would be very generally. strengthened and that
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the whole oil controversy would become the foremost issue in the cam- | 

paign and that it undoubtedly would be charged in many quarters that _ 

General Almazdn had “sold out” to the companies and that the com- _ 

| panies were mixing directly in Mexican political affairs. .I said that _ 

the inauguration of the next president.of Mexico was in any event 

| still 18 months off, as the next president would not take office until _ 
January 1941, and that in the meantime the controversy which would 

— arise during the political campaign would prejudice, in my judgment, 
not only every American interest in Mexico, but also very definitely 
 yelations between the two countries. I further said, what assurance | 
could the companies have that the next president of Mexico would in 
fact be inclined to favor their point of view; and if some president of 

| Mexico not favorable to their point of view took office after the very 
bitter campaign which would undoubtedly be engendered, the com- 

| panies would in that event be as badly off, if not worse off, than they 
are NOW. a oa - 

So far as the situation in this country was concerned, I said I felt __ 
Mr. Richberg was fully aware of the fact that this question might, of | 
course, become a political issue in the United States as well asin 
Mexico. For all of these reasons I believed, therefore, that it was 

| very desirable that the companies should exercise the utmost amount 
of patience in the present negotiations and should not close the doors | 
until every effort had been made to try and find an equitable solution 

| which would give them the guarantees they felt were indispensable. 

but which at the same time might prevent the issue from becoming 
one of a violent, political nature in Mexico. Be : 

Mr. Richberg said that he would go to see the Mexican Ambassador 

immediately after leaving me and that he would then telephone his 
| -principals who are not in Washington. He also said he would prob- 

ably have to attend a joint meeting of the heads of all of the com- 

panies in New York within the next two days and that he would see 
me again either this evening or tomorrow. 

| _ S[omyer] W[etzzs] 

812.6363/6001 TO | 

The President of the Standard Oil Company of New Jersey 

(W.S. Farish) to the Secretary of State | 

| ‘Nzw Yorx, August 10, 1939. 

Dear Mr. Secretary: I am addressing you in behalf of American 

interests represented by Mr. Donald R. Richberg in recent negotiations 

with the Mexican Government. 
Ever since the forcible seizure of foreign owned oil properties by 

the Mexican Government on March 18, 1938, the owners of these prop-
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erties have protested the illegality of this seizure. The American, | 
British and Dutch Governments have all made clear to the Mexican | 

_ Government in separate but harmonious protests that such a taking 
of private property without making prompt, assured and adequate | 
compensation to the owner is simply confiscation and cannot be justi- 
fied as a legal expropriation, under established principles of interna- 
tional law, or indeed, even under Mexican law. 

- More than sixteen months have passed during which the Mexican , 
Government has furnished ample and convincing evidence not only | | 
of its inability, but also of its unwillingness to make any genuine | 
compensation for the properties taken. Even its intermittent asser- 
tions of an intention eventually to offer long deferred, inadequate and 
uncertain payments, have been coupled with qualifications and coun- | 
terclaims so absurd as to make the assertions a mockery instead of a | 
promise of justice. _ ae : 

_ The oil companies, on the other hand, have faced the realities of the 
situation and have recognized the political and economic difficulties 
embarrassing the Mexican Government. Without waiving their legal | 
rights they have sought to find a method of amicable settlement | 
through which the Mexican Government might achieve honorably / 
its aims in regard to'the oil industry and might advance the welfare | 
of its people in the effective development of Mexican oil resources. | | 
_ A practical program was developed late in the year 1938. The 
objectives of negotiations were stated, and were accepted by the com- | 
panies and the Mexican Government, with ‘the full knowledge and. | 7 

approval of the Department of State of the United States. The five , | 
stated objectives read as follows: —_— - a a Oo 
“An arrangement under which there will be: ae 

_ (1) Provision through the medium of a long term contract for the 
operation by the respective companies of properties taken, in accord- 
ance with the terms of the contract free from restrictions, claims or 
obligations not embodied therein. | 

(2) A fixed schedule of rates definitely determining all taxes and 
similar payments to be made during the life of the contract. 

(3) A reciprocal guarantee, for the life of the contract, of reason- 
able and workable labor conditions. - 

(4) An appropriate measure and means of reimbursement for 
losses sustained by the companies to date of contract by reason of 
seizure of properties on March 18, 1938. | . 

(5) Upon expiration of the long term contract all claims and in- 
terests of companies in producing properties in Mexico to be released 
and transferred to the Mexican Government without payment of any 
further consideration.” sO 

Through conferences between President Cardenas and Donald R. 
Richberg, representing the companies, in Mexico City in March and 
in Saltillo in May, a thorough understanding was established regard-
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sing the basic principles which must underlie the proposed long term — 
| - eontracts in conformity with the foregoing objectives. But when it | 

| appeared that a substantial agreement upon major principles had 

| been reached tentatively in Saltillo on May 3, and that an expert 
| negotiation of the detailed provisions of contracts would be next in 

order and should be undertaken at an early date, a sudden change 

took place in the attitude of the Mexican Government. | 

| _ After a long and unexplained delay, and then a patient resumption | 

of discussions with the Mexican Ambassador in Washington, a letter. 

~ was received by Mr. Richberg on July 11 (dated July 5) setting forth 
- the position of the Mexican Government in such a way as to nullify 

| | the results of the previous negotiations. Whereupon Mr. Richberg — 
wrote to the Mexican Ambassador on July 17 stating his conclusion 
that since the efforts previously made to arrive at an understanding | 
had been abandoned, further negotiations appeared to be useless.. A 

: copy of this letter, which is hereto attached, was transmitted promptly 
to the Department of State of the United States as an explanation of 
the breakdown of negotiations. = ©. © oo 

As the result of subsequent discussions between the State Depart- 

ss ment, and the Mexican Ambassador Mr. Richberg was advised that 

, the Mexican Government had under consideration a new proposition _ 

| which the companies would be asked to consider in the near future. 

| - While courteously waiting this development the oil companies and 
| Mr. Richberg have been surprised to read articles in the newspapers 

__. purporting to reveal proposals supposedly proceeding in part from 

_ - Mr. Richberg, which neither he nor his clients have ever made or 

oe would consider making. | oe | - | 

7 It seems therefore necessary to state quite plainly that the oil 

oC companies have not authorized, nor has Mr. Richberg undertaken, the 

: discussion in their behalf of any proposal which does not conform to 

the objectives originally written as the basis for the discussions be- __ 

tween Mr. Richberg and the Mexican Government. Nor has any- 

thing happened since the letter of Mr. Richberg, dated July 17, which 

would change the conclusion stated therein. 

It becomes necessary accordingly, to report to the Department of 

State of the United States that the companies have found it impos- 

sible to arrive at an agreement with the Mexican Government for ad- 

justing equitably the controversy arising out of the forcible seizure of 

these properties. Obviously it would not be appropriate for the 

Government of the United States to undertake—and it is not being 

asked to undertake—negotiations to determine the amount or method 

of paying a compensation which the Mexican Government confessedly 

is both unable and unwilling to pay. It is appropriate, however, in 
the present situation again to request the Government of the United
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States to call upon the Mexican Government to return to the possession | 
and control of American citizens their properties which have been | 
unlawfully seized and held by the Mexican Government, and to call 
upon the Mexican Government to recompense the owners of these prop- 
erties for all damages and losses resulting from that unlawful seizure 
and from the subsequent exploitation of these properties by the Mexi- 
can Government. . oe | 
We think it would be also appropriate for the Government of the | 

_ United States to remind the Mexican Government that the companies | 
are not to be regarded as suitors for favor but as associations of injured 
American citizens who have been despoiled of rights acknowledged . 
wherever civilized people are engaged in peaceful commerce among — 
nations. | | - | | - 

We believe that we have kept the Department:so fully informed of | 
the progress of these negotiations that the Department now under- _ , 
stands how patiently and conscientiously we have striven to find an _ : 
early and just solution of this controversy. | , | 

Respectfully yours, | W. S. Faris 

| a [Enclosure] - 

Mr. Donald Richberg to the Mexican Ambassador (Castillo Najera) — 

| - [Wasuineron,] July 17, 1939. 
Drar Mr. Ampassapor: I have received and given careful con- 

sideration to your letter from Mexicali dated July 5, 1939, in which 
you state the position of the Mexican Government and propose a | 
settlement of the oil question based in part upon the Modified Memo- 
randum of June 18 which you submitted to President CArdenas. 

Before receiving your letter I had felt that, through discussions 
with President Cardenas in Mexico City and in Saltillo and subse- | 
quent discussions with you in Washington, we had reached a fairly 
clear understanding of the essentials of any agreement which could 
be acceptable to the oil companies and the Mexican Government. The 
propositions advanced in your letter of July 5 depart so far from : 
such an understanding that in reviewing them briefly I find it neces- 
sary to restate the essential positions taken by the oil companies in the 
efforts made to reach an agreement. | 
We have heretofore agreed upon the desirability of long-term con- 

tracts between the Mexican Government and each of the groups of 
companies in which would be consolidated the interests of each speci- 
fied group of investors, but it was certainly understood that the Cor- 
poration being formed by investors would represent their interests
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| and be a private industrial enterprise. Obviously, it would not be. 

a a Government corporation since it would enter into a contract with 

the government for the development of oil properties created, and to 

be expanded, by investors of private capital. Therefore, the proposal 

that a majority of the Board of Directors and the President of the _ 

| Company should be Mexicans appointed by the Mexican Government 

(which is made in your letter of July 5) is wholly inconsistent with 

: the entire theory and purpose of our discussions. Such a corporation 

as you propose would be essentially a Government corporation to 

- which private investors would be expected to contribute money and. 

| " property without any such control as would justify such private 

| investment. = | | | oo 

| - The suggestion made in the Memorandum of June 18 that a major- 

ity of the Board of Directors should be Mexicans raised the immediate 

| question, when this Memorandum was subsequently presented to my | 

| clients, that such a Board might be assumed to be under the control 

of the Mexican Government instead of under the control of the stock- 

| holders who elected it. The reasonableness of this criticism is now 

borne out by the proposition bluntly presented in your letter of July 5. 

that the President and a majority of the Board should be appointed — 

_ by and under the control of the Mexican Government. I have re- 

 peatedly pointed out to you and to President Cardenas that private 

investors would not think of contributing their money and property 

to a Government-controlled corporation since this would mean simply 

lending money to the Government. = a 

I am compelled to call your attention again to the basic principle 

under which these negotiations were undertaken which was stated in 

the memorandum of objectives which were adopted as the foundation 

for the negotiations which began on March 8 in Mexico City. This 

first principle read as follows: 

“Provision through the medium of a long term contract for the op- 
eration by the respective companies of properties taken, in accordance 

with the terms of the contract free from restrictions, claims or ob- 

ligations not embodied therein.” 

| We have agreed heretofore that through the medium of a long-term 

contract and supervision of operations under that contract the Mexi- 

can Government would be vested with appropriate and adequate means 

to secure contract performance so that all National and Governmental 

interests would be thoroughly protected. But it has been made clear 

over and over again that the essential basis for inducing contributions 

of private money and capital necessary for the development of these 

oil properties was the control of operations by the chosen represent- 

| atives of the investors. |
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In your letter of July 5 you bring forward a new proposition for | 
the distribution of the revenues of the new oil corporations which dis- 

_ cards all the progress made in our previous discussions of this question. 
It is now proposed that after operating expenses and taxes have been a 
deducted, “the remaining proceeds will be divided between the two 
partners (Government and Companies) in the proportion determined 
in each contract.” However, until receiving your letter of July 5 I | 
had thought it was practically agreed that Government revenues 
would be fixed in the contract, probably through a fixed percentage of ) 
the oil produced. Thereby the Government would be absolutely as- | 
sured of substantial and appropriate revenues and there would be no | 
controversies in the future over Government taxation or over the 
rights of the investors to the proceeds of operations remaining after 
the payment of adequate wages, the payment of taxes and the payment 
of other operating costs. Through the methods previously discussed _ | 
we would avoid the difficulties which are now presented anew in seek- 
ing to determine what proportion of the net proceeds would go to the 
private investors. The private investors would take the risk of rec- . 
ompensing themselves during the period of the contract for their | 
contributions and of amortizing their investments, and the Govern- 
ment would be assured of. definite revenues. 

Moreover, in making the proposition contained in your letter of 
July 5 the uninviting prospect is held forth that there may be no | 
remaining proceeds, because it is proposed that the expenses shall in- 
clude “all wages and services to the workers as granted to them by the | 
decision of the Arbitration and Conciliation Board.” One of the 
matters most extensively discussed as to which we appeared to be here- 
tofore In agreement was the need expressed in the Memorandum of 
June 18 as “a reciprocal guarantee of reasonable and workable labor 
conditions and the means for establishing and maintaining such con- 
ditions.” We have hitherto discussed and apparently agreed upon 
three principles to effectuate this “reciprocal guarantee.” 

1. That a schedule would be written in the contract, 
2. That standards for revision of the schedule would be stated in | 

the contract,and 
3. That a method of applying such standards impartially would be 

provided in the contract. | 

It is evident that if wages and working conditions are to be deter- | 
mined at the uncontrolled will of the Arbitration and Conciliation 
Board, there may be little or no proceeds left to provide the Govern- 
ment with revenues or the investors with any recompense for their 
contributions. Consequently, under the proposal contained in your 
letter of July 5 insurmountable obstacles are presented to the making 
of any contract. |
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- You will readily see from the foregoing observations that it would 

. be useless to undertake the negotiations suggested in Mexico City. 

-_ Indeed, the proposals made in your letter, which are completely un- 

-— aeceptable to my clients, are so entirely incompatible with the tenor 

of our previous conversations that I am regretfully forced to conclude 

that the efforts heretofore made to arrive at an understanding of basic 

| principles have now been abandoned; and, without such an under- 

| standing, further negotiations would be useless. = 
| Sincerely yours,  Dowarp R. Ricapere 

, 812.6863/6014 | : - ; 

Memorandum of Conversation, by the Under Secretary of State 

| | | (Welles) : | 

an [Wasuineton,] August 10, 1939. 

The Mexican Ambassador called to see me this morning. The Am- 

bassador told me that he had yesterday received a personal and con- 

| fidential letter from President Cardenas which the Ambassador 

classified as “ambiguous” and which he said contained no precise in- 

| structions. President Cardenas, in referring to the communication __ 

the Ambassador had made to him of a personal and informal sugges- 

tion I had made as to a possible solution on a temporary basis of the 

problem of management and operation of the four Mexican corpora- 

tions to be set up to handle the expropriated properties of the 

American oil companies, stated that he did not see how this plan would 

place control of management and operation in the hands of the Mexi- 

| can Government since the list of individuals agreed upon by Mexico 

and the United States, from which the companies and the Mexican — 

Government could select three directors on the board of directors, 

would be composed of persons who had spent their lives in the oil in- 
dustry and who, for that reason, President Cardenas said, would be 
more likely to sympathize with the directors appointed by the oil 
companies than with the directors appointed by the Mexican 

Government. 
The Ambassador said that he had immediately cabled President 

Cardenas explaining the real bases of the suggestion offered and re- 

questing specific instructions which the Ambassador said he thought 

he would have by Friday morning. , 
I remarked to the Ambassador that it seemed to me that President 

Cardenas had totally misconstrued certain fundamental points in the 
suggestion I had offered. I said that, in the first place, the list of 
men to be agreed upon by the Mexican Government and by the United 

States Government was not intended to be limited to individuals 
engaged in the oil industry, and that I had specifically stated to the 
Ambassador that I thought the individuals so selected might well
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be persons not engaged in the oil industry but persons who had had a 

experience in commerce or in finance. I had stated, I emphasized, that 

what I thought was required for the individuals comprising this list _ 

was recognized ability and character, knowledge of business manage- 

ment and practical experience in some form of finance or industry. 

Secondly, I said, the only reason I had made this suggestion of a pos- 
sible solution was because both the Mexican Government and the 

companies were insisting upon entire control of management and oper- 

ation. The purpose of the suggestion I had offered was to finda 
middle ground by which neither the Mexican Government nor the 

companies would have complete control but by which the balance of = 

power between the two would be vested in the hands of impartial : 

and competent persons. | 
The Ambassador said that he himself understood this fully and it 

was exactly these points which were contained in his cable yesterday _ 
to President Cardenas. a - 

~The Ambassador spoke to me of a telegram he had received from | 

_ _Mr. Richberg advising him that the oil companies were going to have a 

meeting in New York this morning. I said I assumed that I would ~ 

have some word as to the result of these deliberations from Mr. Rich- | 

berg by tomorrow; Friday, morning and that I would appreciate it if | 

the Ambassador would inform me as soon as possible after he had . 

received the specific instructions he had requested from President 

Cardenas. Se oo | 
‘As he was leaving the Ambassador asked me if I had any further | 

information with regard to the difficulties of El Carrizal. I said I 

had had no word.. The Ambassador said he was glad to tell me that | 

he had this morning received a personal letter from the private secre- 

tary of the Mexican President telling him that President Cardenas had 

sent personal and positive instructions to Governor Marte Gomez of the 

State of Tamaulipas informing him that he desired the situation of the . 

Carrizal Corporation in connection with its labor difficulty cleared up a 
immediately and that the just demands of the company were to be 

granted. I expressed my appreciation to the Ambassador for the in- 

formation given me, as well as for the personal trouble which he had 
taken upon so many occasions with regard to this case. | 
Te oe _ §[omner] W[errss | 

$12.6868/6020 - on : | | . 

Statement to the Press by the Acting Secretary of State — 

ne et _ [Wasurnaton,] August 14, 1939. 

On March 18;:1938, the Mexican Government by decree undertook 

to expropriate the properties in Mexico of certain foreign owned, 
/ including American owned, ‘oil companies operating there. |
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- This action was similar in nature, although involving investments 
| of far greater magnitude, to the steps taken by the Mexican Govern: — 

. ment in recent years to expropriate farm and other properties belong- 
| ing to American citizens. With regard to the seizure of these agrar- 

| lan properties, this Government had consistently pointed out that in 
the exercise of the admitted right of all sovereign nations to expropri- 
ate private property, such expropriation must be accompanied, in _ 
accordance with the recognized principles of international law, by 
provision on the part of the Government of Mexico for adequate, — 
effective, and prompt payment for the properties seized. This latter 

| problem was largely settled when on November 9-12, 1938, the two 
Governments exchanged communications © agreeing upon a satis- 

_ factory procedure for the determination of the fair compensation to 
be given American citizens whose lands have been taken subsequent to 

_. August 30, 1927, and in consequence of which agreement the Mexican 
| Government will provide compensation in cash for such properties. _ 

. Immediately following the action taken to expropriate the petro- _ 
| leum properties belonging to American citizens, this Government in- 

_ formed the Mexican Government of its expectation that prompt com- 
a pensation would be made in the form of just and effective payment 

: to the extent of the fair and equitable valuation of such properties. 
_ This Government’s position is firmly based not only on well recognized 

rules of international law ; the elemental considerations of justice and 
of fair dealing which should govern the relations between nations 

. demand such payment for the properties taken. The attitude of apply- 
ing the principles of established international law in the solution of _ 

| this problem has been consistently maintained by every official of the 
United States Government in its representations to both parties to 
the controversy throughout the period of the discussion. Furthermore, 

_ the close and friendly understanding which this Government desires 
| to continue to maintain with the Government of Mexico requires the 

reciprocal assurance on the part of both Governments that their rela- 
tions will in fact be governed by such principles of justice and of fair 
dealing. 7 | 

In the decree of expropriation itself and on numerous occasions 
subsequently, the Mexican Government recognized its lability tomake | 
compensation and stated its willingness to discuss terms with the 
petroleum companies concerned. Since that time there have been 
discussions between representatives of the Mexican Government and 
of the petroleum companies in an endeavor to come to some fair and 
equitable agreement. This Government has continuously and con- 
sistently sought to facilitate and to further these negotiations by con- 
ferring with both sides, first with one and then: with the other. - For 

” For exchange of notes, see Foreign Relations, 1938, vol. v, pp. 714 and 717.
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a time the conversations between both parties proceeded satisfactorily, | 
appearing to hold promise of an eventual solution. <A set of bases of | 
discussion, within the scope of which there might be found an agree- 

ment for the future operation of the industry, were believed to be 
determined, but recently a serious obstacle to final agreement was 
encountered. In this situation this Government, without prior con- | 
sultation with either party, and in accordance with its repeatedly 
demonstrated desire to further an agreement, informally laid before 
both parties a suggested solution of this obstacle, without requesting | 
or receiving any commitment or obligation on the part of either party 
toacceptit.. _ a oo - | 

This proposal was as follows: Each party had claimed that it must 3 
control the management and operation of new companies, which it 

_ had been agreed in principle might be established to operate the prop- | 
erties seized. In an endeavor to overcome the deadlock, this Govern- 
ment informally offered the suggestion that the Boards of Directors, 
asa temporary arrangement, and pending a final agreement, be com- , 
posed of nine persons, three appointed by the Mexican Government, 
three appointed by the petroleum companies, and three selected by the __ 
two parties from a panel of nine drawn up in mutual agreement by | 
the Governments of Mexico and of the United States. In order to 
attain complete impartiality on this panel of nine, no persons were | 
to be included who came from any country whose citizens had a. direct 
and important interest in any of the petroleum companies involved. 
These persons were all to be of demonstrated integrity and standing, 
and of practical experience in commerce, finance, or in the petroleum 

‘industry itself. This proposal seemed to offer a temporary middle 
ground on which the Mexican Government and the petroleum com- 
panies could have met with the balance between them resting in the 
hands of impartial and competent persons. | a | 

- This Government naturally regrets that a proposal suggested for | 
no other purpose than to reconcile a major difference of approach 
which threatened a breakdown in the present negotiations should have 

been discarded by either party without the fullest exploration of its 
possibilities, especially when both parties fully comprehended the 
purpose for which it was put forward. oo 

It is of course evident that a solution of this controversy must be 
found in accordance with the basic principles of international law, 
as this Government has invariably insisted at every step of the present 
negotiations. A continuance of the dispute not only will dislocate 
still further beneficial commercial relations between Mexico and the 
United States, with great economic losses to both countries, but more 
important still, it will constitute a material barrier to the maintenance 
of that close and friendly understanding between Mexico and the 

293800-—57——45 |
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| --United States which both Governments regard as in the best interests 

| ofthetwo peoples. | | | Bn 

| -» The discontinuance of the present discussions can of course in no 

| sense relieve the Mexican Government of its obligation tomake prompt, _ 

| ‘adequate, and effective compensation for the petroleum properties — 

| which have been taken, if the expropriation is to be regarded as valid. 

| At the same time, however, this Government expects that its own 

citizens with direct interest in this controversy will give the most 

ample and attentive consideration to all constructive proposals that 

a are advanced to overcome the difficulties now standing in the way of 

a fair settlement of the controversy which exists. In the rapid, fair, 

| and equitable solution of this controversy, the interests of their Gov- 

ernment are directly concerned. => SER 

— 812,6868/6015: Telegram Do ang et ng 
: The Ambassador in Mexico (Daniels) to the Secretary of State 

| os  Mgxtco, August 16, 1939-9 a.m. 
i [Received 12:22 p. m.] 

- - 919. In view of the statement by Acting Secretary Welles and the _ 

statement given out to.the press last night by the Foreign Minister 

on oil situation please wire instructions. Thursday is the day I always 

call on Foreign Minister but I can make arrangements sooner if desired 

by the Department. _ oe, re oe 

Substance of Hay’s message was that oil companies were “recalci- 

trant” and were responsible for breaking off negotiations. He praised 

the “friendly attitude” of the United States Government and said the 

Mexican Government was willing to continue negotiations on the basis 

of those it had proposed or other basis equally constructive that may 

be submitted. He says that the oil companies had insisted upon a 

long term operating contract with special compromises from the 

Mexican Government on tax matters and labor agreements in viola- 

tion of Mexican laws. He stated “the companies in one way or another 

have insisted upon the return of the properties for a certain length 

of time which without any doubt would result in the drying up of the 

wells; on an obligation on the part of the Mexican Government not 

to burden the industry in the future with new taxes as well as to 

establish a special system in regard to labor conditions distinct from 

that stipulated by the laws not recognizing on the one hand the rights 

of the workers and paralyzing fiscal action of the Government ask- 

ing from the Government an abdication incompatible with the 

sovereignty.” General Hay says his Government has invited rep- 

resentatives of oil companies to a discussion looking to agreement on
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the value of properties expropriated and was desirous of.makng _ | 
- prompt compensation. in the shape of a just and effective payment - 
in accordance with an honest and equitable valuation of the properties, = 
adding that his Government had incessantly manifested its good will | 
to discuss the terms of compensation. He adds that his Government 
will indemnify the companies once the amount is known. _ os ae 

_ After charging responsibility for breaking off discussions General 
Hay added that the Mexican Government, was willing to deal with 
the oil companies-as a group or separately but. that future discus- 
gions would have to be.on a basis on which conflict could be avoided. — | 
Mexican morning papers display Hay’s statement and press articles - 

from Washington on first pages and in English sections. None of , 
them makeeditorialcomment. © = |... 

Dae a 

812.6368/6015 : Telegram oo oe coe See . . a So | | 

. The Acting Secretary of State to.the Ambassador |... 
tt, Mewico (Daniels) oe | 

oo. Wasnneron, August 16, 1939—6 p. m. | 
170. Your. 212 is. appreciated. At least until such time. as it 

has carefully examined: the full text of General Hay’s statement | 
which you have forwarded. by airmail, the Department has no sugges- 

tions to offer regarding detailed observations it might desire to have 
made to General.Hay.. . In the meanwhile, however, in any conversa- 
tions you may have with General Hay. or other high Mexican officials | 
you should. reiterate the position taken by this Government in the _ | 
public statement of August 14 and emphasize the very great impor- __ 
tance attached by this Government to a prompt settlement of ,the | 

petroleum controversy. © | | ee eee a 

| | ee Open OR a .. WELLES a 

812.6868/6088 | 

- ‘The Ambassador in Mewico (Daniels) to the Secretary of State = 

No. 8969 ©... s—si(iss ss Mexico, August 18,1939. . 
Be es PReceived August 19. ] 

Sm: Referring to the Department’s telegram number 170 of August | 
16, 6 p. m., I have the honor:to report that in my usual Thursday . | 
call.at the Foreign Office yesterday I expressed to the Minister ‘for | 
Foreign. Affairs my regret and disappointment at the impusse reached 
in the negotiations with reference to:'the expropriation of the oil 

properties by the Mexican Government, and added that in view of
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| our frequent discussions, in which he had often expressed a ‘hope | 
: of settlement, I felt sure he was also disappointed. He said that I 

_ was right, and added: “But it is not: the fault of the Mexican 

He then recalled that immediately after the decree of President 
| _ Cardenas-he had informed me that Mexico was determined to make 

| just payment; that he also knew that President Cardenas had in- 
_ formed me that the officials of his Government would be instructed 

_ to confer with the representatives of the oil companies, looking to- 
ward an agreement as to the value of the properties, so the Govern- __ 
ment could arrange for payment; and that there had been a standing __ 
invitation on the part of his Government to meet with the representa- _ 

| tives of the oil companies to reach an agreement on the sum that 
So Mexico should pay. He said that offer had not been withdrawn and 

: his Government was ready now to enter upon such discussions as it 
| had proposed in March 1938 and later. He regretted that the oil — 

companies had declined even to enter upon such discussion, and said 
7 his Government could not pay unless the sum due was agreed upon. 

—— General Hay went on to say that, after the refusal by the oil com- 
panies to discuss’the value of the properties, his Government had 

7 agreed to discussions with Mr. Richberg, seeking to find a ‘basis of 
| settlement that would be fair and acceptable. But; he added, ‘his 

Government would never consent to the return’ of properties as the 
| British had demanded, and it could not agree to the proposals as to 

| taxes and wages under‘a long term contract which the representatives _ 
of the oil companies insisted upon, 
I said that the impasse was bad for the people of both countries, 

and that the question now was not who was responsible for the break 
| in the negotiations, but that it was of the highest importance to dis- 

| _ cover a way of agreement and settlement, and that Acting Secretary 
| Welles had suggested to both parties a method which invoked par- 

| ticipation by fair-minded neutrals, since the principals found it im- _ 
possible to reach an agreement. I told him that every consideration 
demanded a settlement and that, since it was apparent that. the 
parties had come to a standstill, I saw no way to settle the matter 
without invoking fair-minded and impartial outside participation. 
In the course of the conversation, in which he reiterated his desire 

for a fair solution, he neither approved nor disapproved the plan 
suggested by Acting Secretary Welles, but indicated that the deter- 
mination was in the hands of the President. I urged him to do all he 

| could to further some plan—and it would necessarily involve.an. out- 

side party—to the desired adjustment of a matter that pressed for 
settlement. He said that he would give what I had said his serious 

consideration and he hoped that a way could be evolved. |
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His conversation showed that he felt the oil companies were: at | | 

I will resume the subject with him at our next meeting, but I am 
of the opinion that the President himself has taken the whole matter — 

_ Intohisownhands © | 
_ Respectfully yours, === =- = =———s Joseentus Daniers 

-812.6868/6095 : Telegram we - . oe | oo | UE 7 

The Ambassador in Mewico (Daniels) to the Secretary of State — | 

crc, August 81, 1989—1 p. m. 3 
| Boe Received 5:12 p. m.] 

235. Upon arrival by air here yesterday Castillo Najera said, in | 
summary, that the companies had taken no steps to renew.the sus- - 
pended oil conversations. He added that he believed the decision as 
to war or peace in Europe would be taken by Saturday. He further 
said that the Mexican political situation was not of interest to the 
United States as far‘as he could see from public opinion there. _- 

’ Newspaper reports forwarded by this morning’s air mail. 

- CF Oo an - Dantets | 

---12.6868/59923 = et 

_. President Roosevelt to the President of Mexico (Cardenas) 

| a ee - .. Wasmrneron, August 31, 1939. 

‘My Dear Mr. Present: I wish to acknowledge the receipt of | 
your very friendly letter of July 29," which has been handed to me by 

~ your Ambassador in Washington. | | | Oo 
_ You have written to me with entire frankness, and I desire to cor- 
respond with equal frankness, since I know: that we are both equally 
desirous of doing what may be possible to prevent the continuation of 
any controversy which has arisen between Your Excellency’s Govern- 
ment and nationals of the United States, or of any controversy which : 
might arise between this Government and nationals of Mexico, because 
of our joint recognition that so long as controversies of this character 
persist, so long will it be difficult, if not impossible, for the peoples of 
our two countries to attain that kind of neighborly relationship—free 
from misunderstanding, suspicion, and ill-will, and rooted in trust and 
friendship—which is so indispensable to the best interests and to the 
progress of both nations. _ a 

“Not printed. — a :
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In your letter which I am now acknowledging you refer specifically 
| - to the dispute which has arisen between the Government of Mexico 

| and certain American companies because of the expropriation by the _ 
Mexican Government of the properties of these companies located __ 
sin Mexico. You set forth the position assumed by the Government of _ 

_ Mexico in this regard, and emphasize the many difficulties which have 
a arisen in the negotiations which have been undertaken between repre- _ 

| : sentatives of the Government of Mexico and of the American com- 

panies to find a satisfactory solution of the problem presented. _ 
an It had of course been my hope that both parties to the controversy 

which unfortunately exists would recognize their equal responsibility 
- in this search for a fair-and satisfactory solution, and that conse- 

Oo quently an agreement might have been reached long since. 
a As you know, throughout: the. period of these negotiations this _ 
-- Government has done what it felt it appropriately could to facilitate — 

| and further negotiations, conferring both with representatives:of the _ 
_ Mexican Government as well-as-with representatives of the American _ 

, - companies in the endeavor to assist inthe finding of some common __ 
| meeting ground: When it appeared a few weeks ago that these 

) negotiations had reached a complete deadlock, the Acting Secretary 
_. of State at my direction informally laid before both your Ambassador 

in Washington and the representatives of the companies a suggested _ 
solution of the chief point of difficulty. The prompt discarding of 
this suggestion by the companies concerned, and its rejection by the 
Government of Mexico thereafter was, I am frank to.say, most 
disheartening. ee | 
In your letter you state that “The expropriation decreed by the © 
Government of Mexico .. . constitutes a legitimate act of the Gov- 
ernment of Mexico, authorized by its own laws, similar in this point 
to those of other nations, and sanctioned at the same time by the 
principles of international law.” | | 

_ As you say, the principle of international law is well known with 
regard to the expropriation by one country of the property of citizens 
of another. It requires prompt and effective payment to the extent 
of the fair and equitable valuation of the property. In various 
official communications addressed by this Government to the Govern- 
ment of Mexico, it has been made very clear that the authority of 
the Mexican Government to take property for purposes of public 
utility was not questioned, and could not be questioned, but it was also 
pointed out that under international law the procedure of expropria- 
tion requires as an integral part for its fulfillment payment of just 
and adequate compensation. That Your Excellency coincided in these 
views is made plain by the statement in your letter that “In the light __ 
of the laws and principles” cited by Your Excellency, and to which
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reference has above been made, “the American companies affected can 

only claim the payment of a just compensation the terms of which my © 

Government has been ready to fix.” © | Ce | 

Since it is unfortunately evident that the negotiations which have 

been in progress have resulted in no solution, and give no promise of 

attaining any: agreement satisfactory to the Government of Mexico | 

and to the companies, and since you inform me that the Mexican 

Government will under no circumstances undertake to return the | 

properties to the American companies, there would seem to remain | 

no other course of procedure for the Government of Mexico other | 

than the payment of prompt and just compensation to the American : 

companies for the propertiestaken, | 

From the negotiations which have taken place, and from what you _ | 
state in your letter to me, it seems to be equally clear that the Mexican. | 

Government and the American companies are in accord neither as | 

to the just valuation of the properties expropriated, nor as to the 
principles which should determine the.amount of compensation to — 

be fixed. If these questions remain unsettled there would seem un- | 

fortunately every likelihood that the controversy which has arisen ae 
will remain in existence for an indefinite period, with consequent oe 
grave prejudice to that friendly feeling between both nations which 

it is my earnest desire to promote. . OC a 

_As you may recall, in the autumn of 1987, prior to the expropriation 

by the Mexican Government of these American-owned properties, a 

both of our Governments had taken-up for review all of the questions 

of difference between the two.countries, some of them of long stand- | 
ing, with the intention of undertaking to compose all of these.ques- 

tions in a manner which would be just and equitable to both countries, 

thus clearing the horizon of Mexican-American relations of all matters | 

which might at any time disturb them. Because of the long pro- 

tracted controversy with regard to the expropriation of oil proper- 

ties, the negotiations then envisaged have remained in abeyance. 

I now make the suggestion that the two Governments agree, with- 

out further delay, to take up all of these questions with a view to their 

individual solution in such manner as the two Governments may in 
each case determine to be best suited to the achievement of a satis- 
factory settlement. I further suggest that we include among the 
questions so to be settled in the immediate future the question of 
compensation for the American-owned oil properties expropriated 
and that both Governments agree that the question of the compensa- 
tion to be paid for these properties be submitted to the decision of 
impartial arbitrators, selected either in accordance with the pro- 
visions of treaties or conventions to which both Governments may be 
parties, or to be selected by common determination; this suggestion
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being based upon the premise that the Government of Mexico is 
_ willing to provide compensation in accordance with the decision of the _ 
arbitrators, and that the arbitral award must determine the time: 
and form of payment. It would further be my suggestion that the __ 
terms of the arbitral submission, should the suggestion prove accept-  __ 
able to you and to the Government of Mexico, be determined asa 

~ result of an understanding to be drawn up: by the Government of _ 
a Mexico and by duly: authorized representatives of the American: — 

: companies whose properties have been expropriated, or by the two. — 

_ Mexico and the United States live side by side. Both nations have 
| been confronted with many difficult problems during ‘the last six- 

7 years, but I am confident that, given the exceedingly friendly under- 
standing which fortunately exists between. our: two Governments, a 

| satisfactory solution can be found for all of the problems between’ 
| the two nations which yet remain unsettled and.to which I have re- 

ferred. By the peaceful and friendly adjustment of all of these 
| questions, the Governments of Mexico and of the United States’ can 
+ give to a world sorely beset by distrust, fear, and violence, an‘ ad- 

mirable example of how with good-will the governments and peoples 
| of two neighboring countries can in a peaceful, friendly, and satis-— 

| factory way resolve their differences. = 8 _ a 
I wish to express my very particular appreciation of your most _ 

friendly and understanding letter and I warmly reciprocate the 
good wishes which you have extended tome.. = en 

With the assurances of my high personal regard, believe me 
__- Yours very sincerely, _ , Franxin D. Rooseverr 

812.6368/6129 : Telegram an | ae 
The Ambassador in Mexico (Daniels) to the Secretary of State 

| a Mexico, September 6, 1939—6 p. m. 
an _ [Received September 7—12: 02 a. m.] 

272. We have learned very confidentially from the French Legation 
that the day after war was declared by France on Germany, Suarez 
sent for the French Commercial Attaché to make him a proposition 
to have either the French Government or French private interests 
make extensive purchases of Mexico [Mewican oil?]. At the same time 
he offered to work out a plan of industrial collaboration with the 
French. The French Commercial Attaché had for some time prior to 
the declaration of war urged his Government to consider the purchase 
of Mexican oil in exchange for French exports. He has never received 
any reply to these suggestions from the French Government and.
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_. French Legation considers it unlikely that the French Government 
- will at present favorably consider offers of oil from Mexico. They | 

consider the suggestion of industrial collaboration made by Suarez to a 

be impracticable. | oO | 

_. We learn informally and confidentially from Petroleos Mexicanos 
_ that the German Legation and the Mexican Government have reached 

an understanding to continue shipments of oil to Germany via Italy _ 
and to receive German or Italian goods in return viaItaly, = 

| ; DANIELS | 

812.6363/6157 | Oo | 

Memorandum of Conversation, by the Secretary of State . " 

| oe : [WasHineton,] September 19, 1939. 

The British Ambassador called at his own request and handed me an 
aide-mémoire,” a copy of which is attached, in regard to the Mexican | 
oil situation. I thanked him for this information concerning the 
attitude of his Government toward the matter and added that my 

- Government was doing all it possibly could to aid in bringing about | 
a satisfactory settlement of the oil question. | | oe 

ee — CLorveri] H[ vx] 

812.6863 /6158 a 7 — | oo | 

| The British Embassy to the Department of State . 7 

—  Apg-Miemorre | | 

His Majesty’s Government in the United Kingdom are convinced — 

that the altered conditions resulting from the outbreak of the war 

would render it more than ever necessary that they should adhere to 

their policy of doing nothing which would condone the arbitrary 

character of the expropriations of the British oil properties in Mexico. | 

His Majesty’s Government feel that the circumstances are now more 

favourable for a reasonable settlement of the dispute, and they there- 

fore hope that the United States Government may see their way to | 

use their influence to this end. 

WASHINGTON, September 19, 1939. | 

812.6863/6157 - 
The Department of State to the British E’'mbassy 

_  Atpe-Mémorer | | 

| The Secretary of State of the United States acknowledges the receipt 

of the aide-mémoire, setting forth the views of the British Government 

3 Infra. |
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| regarding the Mexican oil situation, handed to him by His Excellency 
| the British Ambassador on September 19,1989. = 

Confirming his statement at that time, the Secretary of State appre- 

-—— giates the courtesy of His Majesty’s Government in ‘furnishing this _ 

| expression of views. He feels that the United States Government is 

. doing all it possibly can to aid in the bringing about of a satisfactory 
Oo solution of the oil question. BR Et 

oo - Wasurneton, September 25, 1939. BE 

| —-s«g4ge868/e177a: Telegram BO 

| The Secretary of State to the American Delegation at the M eeting 

of the Foreign Ministers of the American Republics at Panama, _ 

| 1989. | . : Do, | 

- , -Wasnineron, September 29, 1939—6 p. m. 

30. For the Under Secretary from Duggan. Ambassador Daniels 
who passed through Washington last night stated that President 

Cérdenas has not yet made up his mind regarding the reply to be 

| made to the President’s letter. President Cardenas indicated, how- 
, ever, that while the procedure suggested in the President’s letter, 

particularly that part dealing with the solution of the petroleum 

| controversy, might be acceptable to him he felt that the companies _ 
had not yet really made a whole-hearted effort to come to a solution 
through direct negotiations with him. Inasmuch as Mexican public 

| - opinion holds the same view he thought that inability to arrive at 
an agreement would have to be clearly demonstrated to public opinion 
before it would be possible for the Mexican Government to go for- 
ward with arbitration. He said that he would send his reply by 
Castillo Najera whose departure from Mexico City has now been 
postponed until October 8. He is due to arrive in Washington 

October 12. [Duggan.] 7 ae 

812.6363/6194 | | oe 

Memorandum of Conversation, by the Chief of the Division of the 
American Republics (Duggan) , | 

[Wasuineton,] October 6, 1939. 

Mr. Lancaster ** stated that the Seaboard Oil Company had in- 
quired of him whether it should continue to await the outcome of 
Mr. Richberg’s negotiations with the Mexican Government or whether 
it should undertake its own negotiations. In turn, Mr. Lancaster 

"WwW. W. Lancaster of Shearman and Sterling, New York, counsel for the 
National City Bank.
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inquired whether I could tell him anything about the prospects of a 
settlement of the petroleum controversy. — | os - | 

I replied that I could tell him for his own confidential information 
that various signs pointed to the possibility of the Mexicans making 
some sort of a proposition within the near future. | | 
Under the circumstances Mr. Lancaster said he would advise his 

clients to take no steps to initiate discussions with Mexico for the 
 timebeingg i ce | 

812.6368/6200 oo 

Memorandum of Conversation, by the Secretary of State — ; 

re _. [Wasutneron,] October 6, 1939. | 

The Minister of The Netherlands ™ called at his own request. He 
spoke entirely about the Mexican oil negotiations and the interest 
of Dutch Shell in that connection. He said he was under the impres- 
‘sion that there might be increased opportunities for a settlement and - 
that his Government hoped this Government would stand firm in | 
insisting ontherightsofour nationals 8 | 

I replied that I felt constrained to await the return of the Mexi- 
can Ambassador during next week and for a conference with him 

before making predictions; that I hoped the present situation, which 
leaves Mexico without an oil market, would encourage her to offer 
reasonable settlement with our oil owners; that, of course, my Gov- 

~ ernment had overlooked.no word or act from the beginning that would 

be helpful in promoting a settlement; that it went without saying that _ 
this Government “is standing firm,” to use the Minister’s expression, | 

‘and doing all possible ss OS 
Oo 7 —  Cforpetn] H[ vr] 

$12.6368/6888 . ti ( stssSsss—sSS OS | 
Memorandum. of Conversation, by the Acting Secretary of State | 

_-- [Wasuineron,] November 14, 1939. _ 
The British Ambassador called to. see me this morning by 

_ appointment... ae a 

The Ambassador inquired with regard to developments in. the 
Mexican oil controversy and I gave him for his confidential informa- | 
tion the present status of this matter. The Ambassador expressed 

the opinion that the only. feasible solution was a partnership between = 
the Mexican Government and the companies providing-for a division 

_of the profits from:the oil properties with the management of the 

“A Loudon, Fn a ee
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| properties placed in the hands of competent neutral parties. The 

Ambassador expressed his personal regret that the companies had 

refused to accept the suggestion which the Department of State had 

| made to this effect some months ago. __ OO i 

812.6863/6823 | | - an, 

7 Memorandum by the Under Secretary of State (Welles) to the — 

Assistant Chief of the Division of the American Republics _ 
| (Bursley) | 

a : | [Wasuineton,] November 21, 1939. 

| Mr. Burstry: I am strongly inclined to the belief that at least at — 

| the present stage it is unwise to employ too many cooks in preparing 

| this particular broth. At the present time we are dealing-with the 

~ Mexican Government through the Mexican Ambassador in Washing- — 
| ton who is undoubtedly in close and continuing contact with President _ 

| Cardenas himself with regard to all phases of the oil problem. Until 
| and unless these efforts prove completely fruitless, I believe it would 
| be unwise to give any encouragement whatever to any other individ- | 
| uals who suggest solutions of this problem. oe | 

812.6363/6883 | So | Oo 

Memorandum of Conversation, by the Under Secretary of State 
| - (Welles) rs 

| OO _ EWasutneton,] November 24, 1939. 

| The Mexican Ambassador called to see me this afternoon at my 
request. | 7 a eS 

The Ambassador commenced the conversation by telling me that he 

had had two recent interviews with Mr. Patrick J. Hurley in repre- 

sentation of the five Mexican companies affiliated with the Sinclair 

| Company and was to have a further meeting later this afternoon. _ 
| The Ambassador told me that Mr. Hurley had suggested carrying 

out the expressed intention of the Sinclair group to undertake negotia- 

tions directly with the Mexican Government and to thus separate 

itself from the Standard and Shell companies, and that the Sinclair — 
group would be willing to accept 30,000,000 barrels of oil from the 

| expropriated properties as full compensation for the value of the 

Sinclair properties expropriated and as part of the same deal would 
a agree to purchase from the Mexican Government 15,000,000 barrels 

of oil from the Mexican Government oil fields. The arrangement 
suggested by Mr. Hurley further contemplated that the 30,000,000 
barrels of oil to be paid by the Mexican Government would be paid
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at the rate of 10,000 barrels a day, increasing up to 40,000 barrels | 
a day when and if the expropriated properties were so managed as 
to make this greater output possible. Mr. Hurley’s estimate as to the 
time involved during which such compensation would be made would — 
range from seven to ten years. | oo 
The Ambassador told me that he had replied to Mr. Hurley that the 

amount of compensation in oil suggested by Mr. Hurley was altogether 
in excess of the value of the properties and had reminded Mr. Hurley 

_ that two of the five companies in question had offered some years ago to | 
let the Mexican Government take over their properties for nothing 
inasmuch as they were alleged to be losing money at the rate of some | 
$2,000,000 a year. The Ambassador had further pointed out to Mr. © 

- Hurley, he said, that inasmuch as oil was now selling at approximately — 
one dollar a barrel, this would mean compensation to the Sinclair _ | 

- group amounting to $30,000,000, and would necessarily imply, at the 
rate of valuation claimed by the foreign companies, the payment of ss 
some $300,000,000 to the Standard Oil Company group which was | 
_-very far in excess of what the Mexican Government believed the proper 
valuation of the properties of that group to be. The Ambassador 
finally said that Mr. Hurley agreed that the amount asked was for 
bargaining purposes and that they could reach an agreement providing a 
for a lesser amount in the way of compensation. _ oe | 

The Ambassador then went on to say that the Mexican Government’s 
_ valuation of the foreign oil properties expropriated was nearing com- a 
pletion, and that although the Ambassador had believed that: the | 
valuation fixed by the Mexican Government was going to be unduly 
low, he was relieved to find that it would probably run about $100,- 

000,000. - a oe 

[Here follows a discussion of the agrarian claims.. For portions © | 
of the memorandum dealing with this question, see page 660. ] 

As he was leaving the Ambassador said that three years ago when 
_ Mr. George Rublee, who had been in Mexico for some time as repre- 

sentative of the American bondholders group, had finally succeeded in 
reaching an agreement for resumption of payment on the foreign 
debt with the Mexican authorities and President Cardenas had actually 
instructed the Mexican Secretary of the Treasury, Sefior Suarez, to 
sign the agreement, Ambassador Daniels had gone to the Mexican | 
Secretary of the Treasury to tell him that the Government of the 
United States was not interested in the agreement inasmuch as a large 
percentage of.the bondholders were not American citizens and that the 
Government of the United States saw no reason why any payment 
should be made to the American bondholders for that reason. The 

_ Ambassador said that as soon as this information was given to Presi- 
dent C&rdenas by Sefior Suarez the instructions previously given to 
sign the agreement were revoked and the whole matter went by the
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: board with resultant prejudice to the already seriously debilitated 
credit of the Mexican Government. = ee 
Be S[umner] W [xis] 

| 812.6363/6337: Telegram | Rr | 

Lhe Chargé in Mexico (Boat) to the Secretary of State | 

se  Mextco, December 2, 1989—8 p. m. 
BB _ [Received 7:26 p.m.] 

| 888. Second Chamber Supreme Court today unanimously upheld 
project of decision submitted by Justice Asiain in petroleum amparo.”* — 

Project of decision was forwarded Department in despatch No. 9518, 

- November.17,1989" ee 

| The Ambassador in Mewico (Daniels) to the Secretary of State 

| No. 9603 | | a Oo Mexico, December 5, 1939. | 

Received December 6.] 
Sir: I have the honor to report that with the final decision of the 

Supreme Court upholding the constitutionality of the Expropriation 

a Law of 1936 and the Expropriation Decree of March 18, 1988, the next | 

step taken by the Government has been to proceed with the appraisal 
of the companies’ properties in accordance with judicial procedure. _ 

_ The metropolitan press of December 5, 1939, prints a statement in 
| quotation from the Attorney General of the Republic, Licenciado 

Genaro V. VAzquez, which I quote in translation as follows: == 

“The Attorney General of the Republic, Licenciado Genaro V. V4z- 
quez, moved before the First Civil District Court of the Federal Dis- — 
trict, the initiation of judicial procedure for the appraisal of the 
properties expropriated from the petroleum companies, both those 
which have not been appraised by the Government, as well as those 
which have no fiscal value, and which were affected by virtue of the 
Decree of March 18, 1938. | | 

“The mentioned court will cite the affected companies to be present 
at the proceedings, designating their expert appraisers who, with those 
of the Government, must submit.their decisions within a designated _ 
period. a 

(At this point the Attorney General named the various petroleum 
companies which would be cited by the court. The list of the com- 
panies will be found in the attached Spanish text.) 

* Cia. Mexicana de Petréleo “El Aguila,” S. A. y coags., Mexico, Semanario 
Judicial de la Federacion, vol. txt, No. 12, November 27—December 2, 1939, pp. 
3021-3072 ; No. 18, December 2-6, 1939, pp. 3073-3184. Published in English in 
Standard Oil Company of New Jersey, Denials of Justice (New York, 1940), 
pp. 49-167. 

Not printed.
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| “As the Supreme Court of the Nation has just rendered its decision 
in the amparo case which the petroleum companies entered because 
of the expropriation, denying to them the protection of the federal 
judiciary, the procedure of the appraisal, now begun, constitutes the 
next to the last phase of the expropriatory process, because once de- 
termined the amount of the indemnization, the Nation will fix the | 
form of payment.” | | | | | 

From information previously received from various sources and 
particularly from a conversation which the Commercial Attaché had | 
with Finance Minister Suarez, it seems quite definite that the Federal | 
Government has already practically completed the appraisal of all | | 
company property. The Commercial Attaché recalls that Minister | 
Suarez intimated that the properties belonging to American com- 
panies show an approximate value of ten million dollars, and those 
properties belonging to other nations of an equal value. No doubt, 
the judicial procedure now instituted by the Attorney General is for 
the purpose of compelling the companies through court action to 
agree legally to an appraisal of properties, or, if not, their denial 
would probably permit the Government legally to proceed on ap- 
praisals, and evaluations, made solely by the Government, or, in con- 
junction with other appraisal experts appointed by the Court. 

Respectfully yours, 8s” JosEPHUS DANIELS 7 

812.6368/6350: Telegram | OO | 
The Ambassador in Mewico (Daniels) to the Secretary of State 

ee _ Mexico, December 6, 1939—9 p. m. | 
| - [Received December 7—1: 15 a. m. ] | 

892. According to the press of December 5th Attorney General 
initiated before the First Civil District Court procedure for the 
appraisal of properties expropriated from the petroleum companies. | 
Under such procedure the district court will cite petroleum companies 
to appear ahd appoint an appraisal expert who must be designated 
within three days after presentation of summons. Attorney General 
is quoted in the press as saying that appraisal of companies’ property 
is next to last step in oil controversy with the fixing of the form of 
payment as the last. Information received indicates that court will 
attempt to present summons Thursday or Friday. If companies do 
not appoint appraiser then court can appoint one for them and pro- 
ceed with appraisals legally. Sollenberger of Huasteca Petroleum 
Company left by plane today to confer with Standard officialsin New 
York on Thursday at 10 a.m. He stated that from local Mexican 
angle it would be to companies’ advantage to appoint appraiser rather 
than to permit court to do so. He said that from an international
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| angle it might be unwise to do so and for that reason he was flying 
to New York. Sollenberger further stated that he believed acts of 

| his company would depend upon attitude of Department of State. 
| If the Department shows no inclination to intervene on behalf of __ 

companies under assumption denial of justice had resulted from legal 
procedure in Mexico it would place companies in a very difficult posi- 
tion in making a decision as to whether or not to continue the battle 

| | or accept principle of compensation. Sollenberger expressed his views 
to the effect that if the Department does not intervene on behalf of 
‘companies battle will have been lost. Sollenberger said that after 

- the meeting at New York Thursday morning he believed that offi- 
cials of Standard would go to Washington the following day to con- : 
fer with Department. Airmail despatch follows. | oo 

ae ) Co rs _ Dantets 

| 812.6368/6364 _ | —— | Ce 

The Ambassador in Mexico (Daniels) to the Secretary of State — 

No. 9655 | | -— ., ‘Mrxrco, December 11, 1939. 
a -.. FReceived December 12.] 

Sir: I have the honor to report that some of the Aguila petroleum 

officials who attended petroleum conferences in New York during the 

) latter part of last week returned Saturday afternoon by plane to © 

Mexico City. We were confidentially advised that the companies 
decided not to take any notice of the Mexican First Civil District 

, Court’s summons for an appraiser and, accordingly, they will not _ 

appoint an appraiser. According to law, the court will appoint an 
appraiser to represent them and the legal proceedings will continue. 

It will be recalled that from the beginning the Aguila group have 
insisted upon the return of their properties, and it seems that their 
position has not changed. ne 

| While the actual hour in which the three-days summons of the court 
| will expire has not been definitely determined, it is calculated that it 

will not be later than Wednesday of this week. 7 
Respectfully yours, © JosEPHUS DANIELS 

812.6363/63544 

Memorandum by the Under Secretary of State (Welles) of a Conver- 
sation With the Mexican Ambassador (Castillo Najera) 

[Wasuineton,] December 11, 1939. 

[For the first part of this memorandum on the subject of agrarian 

expropriations, see page 664.] |
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I then passed to the subject of the oil problem and said to the 

Ambassador, after a few moments discussion, that since he now con- 

firmed to me what Mr. Richberg said, namely, that both the Mexican | 

Government and the oil companies had reached the conclusion that | 

negotiations were now impossible, it seemed to me that there was no 

solution now available other than arbitration. The Ambassador in- 

quired whether I meant arbitration as to the value of the properties. 

I said that I did not but that I was not prepared at this stage to give 

him any indication as to what this Government believed arbitration 

should cover. I said that I hoped within a few days to ask the Am- : 

bassador to have another conversation with me when I might explain | 

to him by authorization of the President and after the Secretary of oe 

State had had an opportunity of giving fullest consideration to the 

problem, what the views of this Government with regard thereto 

mightbe me Oo 

- In conclusion I stated to the Ambassador that the Secretary of 

State had requested me to say to him that now that the generalization : 

of duty reductions on petroleum imports was to become effective with- | 

_ in the next few days and that under the allocation of quotas determined | 

upon by this Government Mexico would be enabled to compete for 

the 3.8 percent of imports allotted to countries not accorded a specific 

quota, if Mexico attempted to export to the United States any petro- 

leum from expropriated properties Mexico would create such a storm | 

of indignation in the United States as to have very seriously prejudi- 

cial effects upon the friendly relations between the two countries. 

I said that the Secretary of State and I both hoped for this reason / 

that the Government of Mexico would take effective steps to see that 

no petroleum from Mexico was exported to the United States. The 

Ambassador took this statement very calmly and said that he under- 

stood our point of view and would communicate immediately with 

his Government in that sense. | | | 

| | S[umNeER] W[=tzzs | 

812.6863/6886% OO : 
Memorandum of Conversation, by the Under Secretary of State 

: (Welles) 

[WasHineton, | December 12, 19389. 

The British Ambassador called to see me this morning and handed 

me the attached aide-mémoire ® which contained, the Ambassador 

told me, the outline of the position of the British Government with 

regard to the present stage of the Mexican oil expropriation problem. 

The Ambassador read to me some of the points contained in the aide- 
mémotre. . 

* Infra. 

2938005746 |



716 ~~ FOREIGN RELATIONS, 1939, VOLUME V_ a | 

a I stated to the Ambassador. that I would be glad to study the aide- 
a _mémoire.and that I.would hope to have the opportunity within a few 

| days of talking further with him on the matter and of informing him _ 
| at such time of the position of the Government of the United States 

_with regard to:this same question. ee, op es 

. — 812.6868/68803 
iu. Lhe British Embassy to the Department of State 7 

oe Arpe-M More | re 

--His Majesty’s Ambassador duly reported to the Foreign Office the 
| substance of his conversation on November 14th with the Under Sec-. | 

retary of State, on the subject of the dispute between the Mexican 
| Government and the oil companies. Lord Lothian informed the For- | 

- eign: Office that-as a result of his interview with Mr. Sumner Welles 
: he understood the present position to be that President Ciérdenas had 

expressed his readiness. to resume negotiations with the oil companies, __ 
on. the broadest lines, and -that the United States authorities felt, 
and President.CArdenas was understood to agree, that ifthe companies 
were unwilling to embark on such negotiations, or if the negotiations _ 
were unsuccessful, the dispute should be referred to arbitration in 

| -order.to decide: Be | 

(a) the rights and properties of the companies in respect of which 
; compensation was payable and the value which should be placed on 

_(6) in what. manner and at what time the awarded compensation 
- wastobepaid. _ | | | 

_. His Majesty’s Government in the United Kingdom have given most 
careful consideration to these latest developments in the situation. 
They fully appreciate the anxiety of the United States Government 
to bring about an early settlement of the oil dispute and would them- 
selves be the first to welcome such a settlement if it could be achieved | 
on reasonable terms. They have also taken into account the decision 

_ reached by the Mexican Supreme Court on December 2nd, which they 
consider to be merely the last step in what has been a policy of spolia- 
tion under the guise of law. This decision, however, ends all possi- 
bility of the companies obtaining just redress by invoking the legal 
methods open to them in Mexico. | 

His Majesty’s Government are convinced that it is only possible to 
reach an honest solution of the Mexican oil question by standing firmly 
on a Clear principle. Where disputes, like that which has arisen 
in Mexico, arise between a sovereign state and foreign companies 
exploiting natural resources within it there are only two bases on
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which a successful solution can rest. The first is by the expropriation 

of the rights and properties of the foreign companies at a fair valua- — 

tion and in return for prompt, effective and adequate payment of oe 

compensation. This method, however, is only possible in the case | 

- of an economically developed state, which is solvent, and can therefore — . 

pay cash or its equivalent for what it expropriates. Thesecond isby | 

an arrangement whereby the foreign company is granted a long lease | 

of the asset on agreed terms which on the one side will provide for 

proper labour conditions and royalties and on the other will enable | 

the companies to make reasonable profits and recoup themselves. for - 

the capital outlay in discovery, equipment and development. In this 

[¢hose?] countries in which the state is unwilling or unable to pay full Oo 

compensation for expropriation, this is the basis upon which the devel- © 

opment of natural assets is now taking place all over the world with - 

satisfactory results and with due regard to the ‘sovereign rights of 

the countries concerned. RE a 

It is quite clear that the first principle is inapplicable in the case a 

of Mexico today. The Mexican Government has long been in default oF 

on its external debt. It has not the credit upon which it could borrow | 

the sums which any impartial tribunal would award as the value of 

rights and properties of the oil companies if they were expropriated. 

It has not the means with which to pay prompt, effective and adequate | 

compensation. Nor is there the least likelihood of its being able to 

manage the seized oil wells in such a way that it could pay fair wages 

to labour, fair interest on an impartial valuation of the companies’ 

_ properties including the amortization of the capital within a reason- _ 

able time, and obtain any revenue for the Mexican State as well. — 

His Majesty’s Government, therefore, feel bound to maintain the at- 

titude which they have consistently adopted against the policy of 

expropriation. The grounds for this attitude were fully set out in 

His Majesty’s Embassy’s aide-mémoire of March 25th, 1938,” and it 

was made clear on several occasions—notably in the conversations 

between Sir Ronald Lindsay and the Under Secretary of State on 

May 6th, 1938, between Mr. Mallet and Mr. Duggan on October 11th 

1938, and between Mr. Mallet and Mr. Welles on January 6th—that 

His Majesty’s Government had in no way departed from their original 

standpoint. This fact was confirmed once again by His Maj esty’s 

Ambassador in his interview with the Secretary of State on Septem- 

ber 20th. His Majesty’s Government were glad to note that the 

United States Government themselves enunciated the same principle 

in their communication of July 21st, 1938, to the Mexican Govern- 

ment © regarding the agrarian expropriations and that as recently as 

Not printed. 
© Foreign Relations, 1938, vol. v, p. 674. o
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- August 14th last Mr. Sumner Welles in his statement to the press * 
declared that the United States Government insisted that the Mexican ) 

- Government should make prompt and effective compensation tothe oil 
companies if the expropriation was to be regarded as valid. 

- _. His Majesty’s Government feel unable to agree to the proposal to 
submit the question. of the value of the rights and properties to be 

_ expropriated and the method and time of payment to arbitration. In 
view of the foregoing considerations as to the financial condition of __ 

a Mexico it is clear that when the arbitral award has been given the 
| Mexican Government will still in fact be unable to pay compensation 

| in any reasonable time. If the proposal about arbitration were © 
| adopted the position, after the award had been given, would be just 

as. it is today, with the Mexican Government operating the wells and 
- unable to pay adequate, prompt and effective compensation, and with | 

all the present bitterness and controversy unremoved. = 
a Nor are His Majesty’s Government convinced that the inclusion in __ 

- the suggested terms of reference to arbitration of the question of time 
: and method of payment of compensation would afford any safeguard . 

| against Mexico’s example being followed elsewhere. Onthecontrary _ 
| they are persuaded that to proceed on such a basis in view of Mexico’s 

| Imown financial condition would inevitably be followed by most un- 
desirable repercussions in other actual and potential oil producing 

a countries not merely in Latin America but elsewhere and would more- | 
over react adversely upon the contractual relations of United States _ 
and British nationals with foreign governments in other spheres of 

| commercial activity. His Majesty’s Government have frequently 
made it clear in the past that they are bound to pay most serious 
consideration to the bearing of the Mexican dispute upon other coun- - 
tries and to take into account the world wide strategic issues involved. 
More than ever now when the maintenance of their established 
national oil companies not merely in Latin America but also in Iran 
and Iraq is a vital interest from the standpoint of national defence 
are His Majesty’s Government concerned to refrain from any move 
in regard to Mexico which could be interpreted elsewhere as a sign 

| that they had weakened on the point of principle involved. 
In view of all these considerations His Majesty’s Government are 

convinced that the only justifiable course and the only course which 

is likely to produce a final and stable settlement within a reasonable 
time, is to stand squarely on the principle that inasmuch as Mexico 
is unable to produce prompt, effective and adequate compensation 
the only basis for settlement is that the operation of the properties 
should be returned to the companies on a sufficiently long lease and 
upon agreed terms as to labour conditions and royalties. The opera- 

“ Ante, p. 697.
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_ tion of the industry by people of specialist experience, who are con-— 
cerned with efficiency and not politics, and who are able to provide, 7 | 
from time to time, the fresh capital necessary for the development | 
and maintenance of the industry, is, in fact, the only way in which 
today Mexico can obtain the revenue of which she is in need, labour | 
can obtain reasonable conditions and the legitimate rights of the oil | 
companies be-secured. The restoration to the companies of full con- __ | 
trol over the operation and management of their oil properties is the 
inescapable condition of any sound solution. Once that principle is | 
accepted, there are many ways in which the other aspects of the 
problem can be solved. | | re | 

His Majesty’s Government venture to hope that the United States __ | 
Government shares this view. | | | 

_ Proposals on these lines—sometimes referred to as the Five | 
Points—were made to the Mexican Government through Mr. Richberg | 
in March last and for some time it seemed probable that they would 
be accepted by President CArdenas as an acceptable basis for negotia- © 
tions. The equipment of the oil industry in Mexico is deteriorating = 
for want of new capital. The foreign sale of Mexican oil.is in- - 
creasingly difficult owing to the war and for other reasons. .The : 
real obstacle in the way is not that the Five Point proposals are : 
unfair or unjust to Mexico—they constitute indeed, the only solution | 
which will economically benefit Mexico and be conformable with her 
national honour. It lies in the main in the present internal political | 

conditions in Mexico itself, and these, like ‘the political conditions in _ 
all countries, are fluid and not unresponsive to considerations of | 
reason and justice and of national advantage, if consistently pressed. 

[tis therefore still the hope of His Majesty’s Government that time, 
- the economic facts, and patient adherence to sound basic principles, 
-_-will end in the dispute being settled to the satisfaction of both parties _ 

and it is their understanding that the companies are ready at any 
time to renew discussions on the basis of the proposals mentioned 
above. In the meantime, however, His Majesty’s Government would 
strongly deprecate any solution which would have the appearance of - 
a surrender to force majeure and, as the matter stands, they earnestly 7 
trust that the United States Government will appreciate the reasons 7 
which dictate their inability to depart from their present policy. 
WasHineton, December 12,1989. 5° ) 

SUPPLEMENTARY EXTRADITION CONVENTION BETWEEN THE | | 
UNITED STATES AND MEXICO, SIGNED AUGUST 16,1939 _ | 

[For text of the convention, signed at Mexico City, see Department | 
- of State Treaty Series No. 967, or 55 Stat. 1183.] o
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- VISIT’ OF PRESIDENT SOMOZA OF NICARAGUA TO THE UNITED 
ae -. STATES;. AGREEMENTS REACHED REGARDING , ASSISTANCE TO 

_ ‘NICARAGUA; PROPOSED CANALIZATION OF THE SAN JUAN RIVER 

Memorandum of Conversation, by Mr. George H. Butler of the 

—- Déwision of the American Republics © 

| FSS, Saava Marra”,] December 30, 1938. 
| Participants: Dr. Manuel Cordero Reyes, Chairman, Nicaraguan 
OB ag ee Delegation ; So Bn | 

BO -... Mr. Butler. | te 7 

Drv Cordero Reyes? said that he would like to speak with the Sec- 
7 retary ? about the Bryan-Chamorro Treaty,” but that he would go 

: - over the matter with me first so that I could bring it to the Secretary’s  _ 

| attention.. The substance of hiscomment follows: © |. . 

| "1, Nicaragua has no desire or intention of repudiating the Treaty, 
although there is some opinion in Nicaragua to the effect that the 

_- ‘Treaty provisions entail the sacrifice of. certain elements of sover- | 

 eignty, and that the Treaty was not negotiated by a free and independ- 

ent. government. representative of the Nicaraguan people. (The 

| implication was that the Nicaraguan Government which negotiated 
the Treaty did so during the U. S. Marine occupation of the country.) _ 

9. The present Government of Nicaragua feels that if the United 
States does not exercise its right to construct a canal. it will adversely — 

affect Nicaraguan economy, since Nicaragua cannot undertake the work 

itself and will not allow any other powerful foreign nation to do so. 
- Meanwhile, the country suffers because of the lack of adequate 

transportation facilities for its development. _ a | | 
| - 8. If the United States does not wish to undertake construction 

—_ of the canal at the present time, the Nicaraguan Government feels that 

it would be only fair if the United States would undertake the work 
. of canalization of the San Juan River. This. would mean a great 

deal to Nicaraguan economy. Some estimates of the cost of this 

1 Nicaraguan Minister for Foreign Affairs; he had served as Chairman of the 

Ste eeuan delegation to the Highth International Conference of American 

tates. 
2 Cordell Hull, then returning from Lima, Peru, where he had served as 

Chairman of the American delegation to the Highth International Conference 

of American States, Lima, December 9-27, 1938. For correspondence concerning 

the Conference, see Foreign Relations, 1938, vol. v, pp. 1 ff... oe 

? Convention between the United States and Nicaragua, signed August 9, 

. 1914, Foreign Relations, 1916, p. 849. | |
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work have run from three to nine million dollars. The idea of. the 
Nicaraguan Government is to negotiate a convention with the United _ 

States to provide for this work, and the cost would be deducted from | 

payments made to Nicaragua in the event that an interocean canal | 
eventually is constructed. oe 

4. The new Nicaraguan constitution contains provisions which 
would cover the negotiation of a convention for the canalization work. 

Therefore, the Nicaraguan Government is most anxious that such a 
‘convention be negotiated in time to be submitted to the U. S. Senate - 

_ .during the coming session of Congress. _ a | _ | 

5. Nicaragua is prepared to extend to the United States the most 
ample facilities for defense measures—ports, the use of air fields, 
transit of troops in case of necessity,etc. ee 

6. The President of Nicaragua would like to come to Washington © 

for a conversation with President Roosevelt in the event that. an 
agreement with respect to the canalization of the San J uan River | 
appears likely. (This, of course, would be_a political move to 
strengthen the position of the Nicaraguan President in his: own 
country.) Dr. Cordero Reyes expressed the opmion that-an agree- 
ment between the United States and Nicaragua along the lines sug- — 

gested would have a very favorable effect in the other American | 

I promised to bring the foregoing observations to the Secretary’s _ 

attention and to let Dr. Cordero Reyes know when the Secretary | 

could see him. I also reminded Dr. Cordero Reyes of his conversa- oe 

tion in Lima with the Secretary about the same matter,* during which 

the Secretary had stated that he would give the matter his ‘atten- 7 

tion upon his return to Washington and that he would be glad to a, 

discuss the matter frankly and in detail with representatives of the 

Nicaraguan Government. | | | : 

817.812/771 | TT : 

The Minister in Nicaragua (Nicholson) to the Under Secretary of 
ae , State (Welles) ee 

— | -- - Managua, January 14, 1939. 

My Dear Mr. Weiss: The introduction in both houses of the 

“American Congress of bills looking to the construction of a canal un- 
der the Bryan-Chamorro Treaty has given fresh impetus to dis- _ 
cussions of that project by the press and by government officials. 
These matters have been fully reported, and I have made known also 
President Somoza’s desire, as expressed to me in informal conversa- , 
tions and more recently announced in the local newspapers, to visit 
Washington at an early date with a view to urging action. | 

I have at no time expressed any opinion as to the proposed visit. 
Last night at a dinner the President gave in honor of the Mexican 

“Memorandum of conversation not printed. |
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Ambassador to the United States he told me,.as most confidential, that 

the Nicaraguan Minister in Washington had advised him that an in- 

vitation to visit Washington would be forthcoming sometime in the 
spring—probably after the visit of King George.’ ae 

- In spite of President Somoza’s injunction of secrecy, I shall not be 

surprised if this intelligence finds its way to the newspapers sooner 

or later. It would be ungracious for me to express a doubt as to 

the promise of an official invitation, but I think you should know 

that he has spoken of this as having been arranged between Minister 

- DeBayle and the Department. I may add that the President yester- 

day told our naval attaché for air exactly the same thing and with a 

similar injunction as to its confidential mature. 
_, I feel constrained to say that this subject has now assumed so great 

- an importance with Nicaragua and its government that President — 

Somoza will not easily. be diverted from his purpose to press for 

a action. If, as seems likely, the-Constituent Assembly extends his 

| | term of office he undoubtedly expects to make the realization of the 

canal the great achievement of his administration. ee 

: | With best wishes, — _ - | Oo 

Sincerely yours, ce Merepira. NicHoLson 

817.812/771 | : | 

The Under Secretary of State (Welles) to the Minister in Nicaragua 

- (Nicholson) 
, | _ WasHineton, January 31, 1939. 

My Dear Mr. Nicuorson: I have received your letter of January __ 
14, 1939 with respect to the projected visit of President Somoza to 
Washington. The President has indicated that he would be very 
happy to receive President Somoza as his guest at the White House 
on May 5, and the Nicaraguan Minister has been so informed. The 
Protocol Division will prepare the program for the visit in collabora- 
tion with Dr. Le6n De Bayle. Until the visit is announced officially, 
please consider this information as strictly confidential. 

It is understood that President Somoza hopes to obtain the assist- 
ance of this Government in the project for the canalization of the San 
Juan River as an alternative to the construction of the Interoceanic 
Canal through Nicaragua. As you probably know, two resolutions 
have been introduced into Congress providing for the construction of 
the Nicaraguan Canal, but obviously there is no assurance that favor- 

able action on these resolutions will be forthcoming. Every effort 

* King George VI of Great Britain visited the United States in June 1989.



—— NICARAGUA 123 ; 

_ will be made prior to President Somoza’s arrival here to determine | 
what action, if any, it will be possible to take in response to the | 
request which has been made by the Nicaraguan Government for as- 
sistance in the canalization of the San Juan River. Here again it 
is of course impossible to forecast at this moment the nature of the 
conclusions which will be reached. | : | 

In view of the uncertainties surrounding this situation, it is greatly 
to be hoped that the Nicaraguan Government will. not publicly in- : 
terpret our concurrence in the visit of President Somoza as an indi- 
cation that favorable action on either the construction of the Nicara- | 

- guan Canal or the canalization of the San Juan River will be taken. 
If you have occasion to discuss his visit with President Somoza I 
think that it would be very desirable to suggest to him informally _ 
that the greatest reserve on these questions should be maintained. 

- With my cordial best wishes, I am, - | 
_ Sincerely yours, | a SuMNER WELLES 

817.812/780 a | Oe ee 

Memorandum of Conversation, by Mr. Gerald A. Drew of the — 
 Davision of the American Republics an 

_ [Wasutneron,| February 16, 1939. 

Participants: Brigadier-General George V. Strong, Assistant Chief 
Oo of Staff, War Plans Division | a : 

OS Commander F. L. Lowe, U. S. N., Office of Naval So 
Operations Be | , 

Mr. Briggs ¢ | 
Mr. Beaulac? | 

Oo Mr. Chapin * | 7 
Mr. Drew | : 

In accordance with arrangements made with the War and Navy 
Departments with the approval of Mr. Welles, a conference was held 
to discuss the proposed legislation for the construction of the Nicara- 
guan canal and the construction of additional facilities in the Canal 
Zone. 
The representatives of the War and Navy Departments indicated 

that the reports of their Departments on the proposed legislation had 
not been prepared and that they were not therefore in a position to 
state the nature of the final recommendations on the legislation which 
would be made. | | | | 

*Hllis O. Briggs, Assistant Chief, Division of the American Republics. 
* Willard L. Beaulac, First Secretary of Embassy in Cuba, then on temporary 

duty in the Department. 
* Selden Chapin, Assistant Chief, Division of the American Republics.
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: General Strong pointed out that the estimated cost of the pro- | 

LO posed Nicaraguan canal of approximately three-fourths of a billion = 

| dollars would probably reach a billion dollars if adequate defense — 

arrangements were made. It had been roughly estimated, on the __ 
| other hand, that the cost of an additional set of locks in the Canal 

Zone located a safe distance away from the present locks would be 

| approximately $300,000,000. It was felt that the third set of locks 
| and the connecting channels would in effect provide a new canal which 

in time of emergency could be reserved for the use of American public 

- and merchant vessels, which would eliminate the danger of sabotage _ 

by a foreign or neutral merchant vessel while transiting the existing — 

The conversation also included discussion of the present and pro- = 

posed defense system for the Panama Canal, with particular reference 
| to the danger of attack from the air. The difficulties involved in the _ 

defense of a second canal through Nicaraguan territory were also 

| _ discussed. 
The officers present were asked their opinion with regard to the __ 

possible strategic value of the Nicaraguan project for the canalization 
of the San Juan River. General Strong did not appear to consider 

| the project as of any great strategic value but agreed to go into the 
matter further. | 

. After further general discussion of the strategic and financial con- 
| siderations affecting the proposed legislation, it was agreed that a 

draft of the reply of this Department to Congressman Bland ® would 
be submitted informally to the War and Navy Departments in order 
to avoid any conflict in the recommendations submitted. 

817.001 Somoza/81 OT | 

, The Under Secretary of State (Welles) to the Minister in Nicaragua 
| (Nicholson) | | 

Sn Wasuineron, April 18, 1939. 

My Dear Mr. Nicuotson: I wish to thank you for your letter of 

April 4, 1939 *° with regard to the visit of President Somoza to this 

country. | | 
The appropriate officers of the Department are giving careful 

study to the proposals which it is understood will be advanced by 
President Somoza. While it is unlikely that it will be possible to 
give satisfaction to all of the Nicaraguan proposals, I am hopeful 
that something tangible may emerge from our conversations which 

will be of benefit in our relations with Nicaragua and at the same 
time contribute to the success of the visit. 

* Schuyler Otis Bland, Representative from Virginia. 
*° Not printed.
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TL have given careful consideration to your suggestions for the pur- 
chase of the Corn Islands by this Government. While this idea has 
been found of interest, I doubt that the Congress would give its ap- 
proval to the purchase of these islands when they are already under _ 
a long-term lease to this Government. — Oe 
“With my very kind regards, I am, — no | ee 

| Sincerely yours, | | Sumner WELLES 

817.51/2608 | ae Oo | 
The President of Nicaragua (Somoza) to President Roosevelt .. | 

_ WasHIneTon, May 22, 1939. 

__ Excetiency: I desire to express the sincere thanks of the Republic 
_ of Nicaragua for the many courtesies and the cordial hospitality which | 

| I have received during my visit in this country from the Government 
over which Your Excellency so worthily presides. The people and 
Government of Nicaragua are grateful to the United States for these 
significant evidences of friendship and mutual consideration. | 
_ The opportunity of knowing Your Excellency has been a source of | 
real satisfaction to me and it has enabled me to confirm the impression 
which I had formed of your brilliant personality and your sincere and 
noble devotion to the ideals of Pan Americanism as well as your 

_ friendly sentiments toward my country, sss 
[have been happy to tell you that we in Nicaragua have faith and 

confidence in our strength and ability to develop our country, to im- 
prove our agricultural possibilities, our mines and our small industries, 
to raise the standard of living and to advance our cultural attainments. 
But we realize that in an age of increasing specialization and inter- 
dependence we can utilize advantageously the counsel and friendly | 
assistance of our neighbors, just as our aid and cooperation is useful 
to them. In this spirit of mutual helpfulness, I have thought it. 
desirable to set forth certain of the objectives of my Government of 
interest to the United States in order to ascertain the possibilities of 

cooperation in our common benefit. I am hopeful that your considera- 
tion of these objectives will disclose ways and means in which we can 

cooperate for their attainment. | | 

Adequate transportation facilities are a prime requisite to the de- 
velopment of the production and trade of a nation. It is the opinion 
of the Government of Nicaragua that it is of paramount importance 
to link together the productive regions of the east coast of Nicaragua 

with the more densely populated productive regions of the interior and
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the Pacific coast, and to provide a more direct channel of communica- 

tion for commerce between Nicaragua and the United States. This | 

objective could effectively be attained by the canalization of the San 
Juan River for vessels of moderate draft and if possible, by a comple- 

a mentary waterway from Lake Nicaragua to the Pacific. I.desire to | 
| inquire whether the assistance of the Government of the United States 

might be extended to assist my Government in the realization of this 
project. Specifically it would be necessary in any event as a first step | 
to have precise surveys and estimates, and I am hopeful that it will — 
be feasible for the Government of the United States to send engineers 

a of the United States Engineer Corps for this purpose. > a 

Nicaragua also greatly needs additional transportation facilities in | 
the form of roads and highways. The construction of certain sections 
of the proposed Pan American Highway through Nicaragua, part of 
which has already been surveyed and a portion built by the Nicaraguan _ 
Government with the assistance of the Bureau of Public Roads of 

your Government," and of essential lateral feeder roads would permit 
of the expansion of agricultural and mineral production in the prin- 
cipal producing areas of the Republic. To this end, the Government _ 
of Nicaragua requests the loan of the services of engineers of the 
Bureau of Public Roads for engineering advice and supervision, and 
the extension of credit facilities to finance the purchase from United 
States manufacturers of equipment and materials not available in — 

| Nicaragua. / | Oo | | m a ; 

| I consider that the development of the foreign commerce of Nicara- 
| gua and of economic relations between Nicaragua and the United 

States will be facilitated by the prompt payment at all times of com- 
mercial obligations to United States nationals and concerns, and by 
the elimination of unusual fluctuations in the rate of exchange of the 

| cordoba and those arising out of the irregular timing of international 
in- and out-payments. The problem of the former accumulated com- 
mercial arrearages has been solved within the limits of Nicaragua’s 
economic resources in an agreement concluded with the National 
Foreign Trade Council, Inc., on September 13, 1938,2 the terms of 
which are being and will continue to be carried out. To achieve the 
further objectives referred to a line of credit in United States cur- 
rency to the National Bank of Nicaragua would be desirable. _ 

™ See section entitled “Cooperation of the United States With Other Govern- 
ments in the Construction of the Inter-American Highway,” Foreign Relations, 

1937, vol. Vv, pp. 175 ff. . 
* La Gaceta, Diario Oficial, September 26-30, 1938. : :
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| | IV | | 

Nicaragua is especially desirous of encouraging the large-scale __ 
production of suitable non-competitive agricultural products which 
will complement production and find a market in the United States. 
My Government will, therefore, greatly appreciate the cooperation of __ 
the | Government of the United States in the study and development | 

- of such products which may provide the United States with necessary 

and assured sources of supply. a - a | 

ae Oo | 
- In view of the desire of the Nicaraguan Government to reopen the | 
Military Academy of the National Guard for the purpose of fa- - 
cilitating the adequate training of officers of that organization, it is 
requested that an arrangement be concluded for the detail of a quali- 
fied officer of the United States Army to:act as director of the Military 
Academy."* It is also desired to obtain the services of a qualified | 

_ aviation officer to act as instructor in the Air Corps of the National | 
Guard. = Doe Q ns | 

The investment of new foreign capital and technical knowledge in — 
the development of the agricultural and mineral resources of Nicara- 

- gua is of supreme importance in the carrying out of a sound program — 
for the economic development of the country, and I wish to assure a 
Your Excellency that the Government. of Nicaragua will encourage | 
in every way the valuable cooperation of United States citizens who 
have invested or who in the future may invest their capital and tech- / 
nical knowledge. in the expansion of the Nicaraguan economy. - a 

Jn. this connection I wish to announce that the Government of a 
Nicaragua will take forthwith the necessary steps to ensure that ade- | 
quate dollar exchange shall be provided at all times under the most , 
favorable conditions possible to enable United States holders of the a 

- Guaranteed: Customs Bonds of 1918 to transfer payments of interest 
and amortization. | a a 

‘In closing, E wish to.record my personal conviction that the success- 

ful carrying out of these objectives cannot fail to give renewed vigor 
to the effective participation of our two countries in the furtherance 
of these American ideals to which the nations of this hemisphere are _ 
devoted. ge 

I avail myself [ete] = A Somtoza 

% For text of agreement providing for a military mission, signed at. Wash- 
ington’ May 22, 1939, see Department of State Executive Agreement Series No.- 
156,:or 53 Stat. 2485. 0 oe Fe,
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| 817.51 /2608 | So , Ce. oe 

President Roosevelt to the President of Nicaragua (Somoza) 

| So  Waseineton, May 22,1939. 

_ Excentency: I have received with great satisfaction Your Excel- 
 Iency’s communication of May 22, 1939 expressing appreciation for __ 

: the courtesies which it has been possible to extend to you in the course _ 
of your visit in the United States. Needless to say it has been a very 
real pleasure for us to have had the opportunity of knowing youand 

a of hearing from you the expressions of the sincere friendship of the 
_ Government and people of Nicaragua for this country. I fully share — 

| Your Excellency’s conviction that increased cooperation between two - 
_ friendly neighbors will further the common interests of this hemii- _ 

- | sphere > Dey BF oe me 

| ~. Lhave noted with:special interest the statement of the objectives of 

your Government of promoting the development of mutually. bene- 
ficial economic relations between Nicaragua and the United States, _ 

, and developing the national economy and natural resources of Nica- __ 
--ragua. As you well know, the Government of the United States: is 

greatly desirous of taking any steps possible in order to continue and 
: , expand the economic cooperation between Nicaragua and the United 

. «Phe objective of Your Government of providing adequate trans- 
. portation facilities as a major step toward the development of. pro- — . 

‘duction and foreign commerce of the nation appears to me to be 
/ entirely sound. © 

_ Regarding your suggestion for the canalization of the San Juan | 
_ River for vessels of moderate draft, I have been pleased to instruct _ 

| the United States Army Engineer Corps to make the necessary studies 
. and surveys of a canalization and highway project to link the eastern 

and western regions of Nicaragua. I am impressed with the thought 
that such a project would very greatly facilitate and expedite com-— 
munications between your country and mine and by opening new 
areas to the production of complementary non-competitive products 

| would provide new bases for.an increase in commerce between those 
-areas:and the United States. Moreover, it is obvious that should 
occasion arise, the existence of such a waterway would have a very 
important bearing upon the defense of the hemisphere. ne 

As soon as the necessary financial arrangements can be made in this 
country, a board of four officers of the Corps of Engineers, accompa- 
nied by an official of the United States Engineer Department and an 
officer of the Army Medical Corps will be sent to Nicaragua. It is
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expected that the board would leave for Nicaragua next July and 
would be able to carry out the studies of the project within a few 
months. Upon the basis of their reports we can take such further | 

action as seems in the common interest of our two countries. | 

The Government of the United States is also pleased to cooperate in 
the construction of certain sections of the proposed Pan American | 
Highway, useful lateral feeder roads, and other projects. In order 
to expedite this construction, I am prepared to detail under the au- 
thority of Public No. 63 *—Seventy-sixth Congress available engi- | 
neers of the Bureau of Public Roads for temporary service with the 
Nicaraguan Government for engineering advice and supervision. 7 
Moreover, the Export-Import Bank of Washington will assist in 
arranging certain credits to finance the purchase of United States | 
equipment, materials and services for the construction of highways | 

| and other productive projects. | 

I am in the fullest accord with Your Excellency’s opinion that 
expansion of economic relations between Nicaragua and the United oe 
States will be facilitated by the prompt payment at all times of 

commercial obligations to United States nationals and concerns, and , 

by the elimination of unusual fluctuations in the rate of exchange of | 
‘the cordoba and those arising out of the irregular timing of inter- 
national in- and out-payments. The Export-Import Bank will assist 
in the attainment of this objective by the extension to the National 
‘Bank of Nicaragua of a credit. A copy of a communication in regard ~ 
to these matters addressed to you by the President of the Export- 
Import Bank is enclosed as Appendix A.*® - | | 

The Government of the United States is keenly interested in co- 
operating with the Government of Nicaragua in every possible way 
in the study and development of non-competitive agricultural prod- 
ucts which will complement production in the United States. As 
you are aware, legislation has already been enacted which authorizes 
the loan of experts of the Government of the United States to assist 
in specialized agricultural studies and developments, and suitable 
provisions are under consideration to enable the Government of the 
United States to undertake surveys of agricultural resources of for- 
eign countries and assistance in the development of production of 
manila hemp, rubber and other non-competitive products, | 

% Approved May 3, 1939; 53 Stat. 652. 
* Infra.
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In. accordance with your request the Department of War has agreed 
| ‘to assign a qualified officer to act as director of the Military Academy 

| of the Nicaraguan National Guard and arrangements will be made 
for the officer so detailed to carry out the necessary studies with re- 

| spect to the project of the Nicaraguan Government for the establish. 
ment ofamilitary aviationschoolk, = == 2 «=. | ., 

| - _Tam confident that the investment by citizens of the United States 

| of their capital and technical knowledge in the development of Nica- 
ragua’s mineral and agricultural resources will contribute to the 
sound expansion of the national economy and it has been reassuring 

to receive Your Excellency’s statement that the Government:of Nica- _ 
7 - ragua will give the fullest encouragement to present and future in- 

vestments of thisnature. A te 
I extend [etc. ] | —  - » Rranxiin D. Roostvetr 

| 817.51/2608 cE EET ee Eh 
The President of the Export-Import Bank of Washington (Pierson) _ 
; to the President of Nicaragua (Somoza) - ) 

So a = -Wasuineton, May 22, 1939. 

. Excettency: I have the honor to refer to your communication of — 

this date to the President of the United States. 

The Export-Import Bank of Washington will undertake either 
— directly or through United States commercial banks to provide credits 

| for the National Bank of Nicaragua in order to assist. it to attain the 
expressed objectives of the Government of Nicaragua of encouraging 
the development of Nicaraguan foreign commerce and economic re- 

| lations with the United States by meeting promptly at all times © 
commercial obligations to United States nationals and concerns and 

— eliminating unusual fluctuations in the rate of exchange of the cordoba 
and those resulting from the seasonality of major export crops. The 
total amount of such credits shall not exceed $500,000 at any one time, 

and such credits are to be utilized from time to time as required prior 
to June 30, 1941. | a | 

To permit the National Bank of Nicaragua ample opportunity to 
liquidate its obligations under the credit it is proposed that each 
availment thereunder shall be payable in equal quarterly installments 

| during a period not exceeding thirty-six months, and the rate of 
interest shall be 3.6% per annum. Details and other conditions of 
the transaction will hereafter be arranged between the Export-Import 

Bank and the National Bank of Nicaragua, but it shall be understood 

that all obligations under this arrangement shall be liquidated on or 
before June 30, 1944. Availments under the line of credit shall have
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the approval of the National Bank of Nicaragua and the Export- | 
Import Bank. / 

To aid in improving Nicaragua’s transportation facilities and the | 
development of other projects designed to increase the productive | 
capacity of the Nicaraguan people and their trade with the United 
States, the Export-Import Bank will cooperate with United States 
manufacturers and exporters and with the Nicaraguan Government 
in arranging for the financing in the United States of equipment, | 
materials and technical services not available in Nicaragua. It is | 
envisaged that the construction program may entail the extension of _ 
credits by the Export-Import Bank of as much as $2,000,000 prior 
to June 30, 1941. OS : 

We are informed that available engineers of the Bureau of Public | 
Roads will be detailed by the President to the Government of Nica- 
ragua to furnish engineering advice and supervision, but that in order : 
to carry on the proposed construction, they must be supplemented by | 
the employment by the Government of Nicaragua in agreement with | 

_ the Export-Import Bank of additional engineers and other technical . 
assistants. | | | , a 
We understand that individual expenditures under the construction 

program shall follow examination of the feasibility and utility of | : 
particular projects and certification as to their necessity by the Gov- | 
ernment of Nicaragua and the Export-Import Bank. oe | 

To permit the improvements under consideration to be carried | 
forward as rapidly.as is consistent with sound financial policy it is - 

_ contemplated that the credits will take the form of discounting, under | 
conditions to be agreed upon by the Government of Nicaragua and ~ | 
the Export-Import Bank, of serial notes to be issued from time to 
time by the Government of Nicaragua bearing interest at the rate of 
97% per annum and maturing over a period of seven years. 
During the time the Export-Import Bank is in position to assist 

in providing or arranging for these credits, and to the extent that its | 
funds may be available for this purpose it will be pleased to cooperate 
as indicated above with the Government of Nicaragua. 

Sincerely yours, | Warren Len Pierson 

Memorandum From the President of Nicaragua (Somoza) to | 
| President Roosevelt 1* 

1. Nicaragua and my Government favor the construction of the 
inter-oceanic canal. | 

2. When Nicaragua negotiated the Bryan-Chamorro Treaty, she 
acted fundamentally on the assumption that the inter-oceanic canal 

“Photostatic copy obtained from the Franklin D. Roosevelt Library, Hyde 
Park, N. Y. 

293800—57_47 7
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| 7 would be constructed by the United States in the more or less near 

- future. | | a . a 

| 3. For Nicaragua, the indefinite postponement of this project means 
the stagnation or the frustration of her most valuable natural re- 
source, destined to exercise a preponderant influence over her progress 
and development. oe | a 

| 4, Nicaragua does not ask a revision of the Bryan-Chamorro Treaty ; 
but, on the contrary, continues to offer her cooperation in the defense 
of the United States, which is likewise her own. | | | 

| 5. Nevertheless, if the United States indefinitely defers the con- 
struction of the inter-oceanic canal, Nicaragua considers it fair that 

| the United States should assist in the canalization of the San Juan 
River, in order to eliminate to some extent the injuries Nicaragua 

a would suffer from this indefinite postponement. _ | : 
| a 6. This work—the canalization of the San Juan—not only would 

benefit the commerce of Nicaragua and other near-by regions, with 
the United States, but would contribute also to the objectives related 

| to military defense. _ os a Co 

7. Nicaragua suggests that this assistance be given through an 
additional treaty: with the United States, in which it would be stipu- 

a ~ Jated that the cost of the canalization be applied, without interest, to __ 
we the indemnities of a pecuniary nature that the United States would _ 

7 pay Nicaragua, in accordance with the Bryan-Chamorro Treaty, when 
| she decides to carry out the construction of the inter-oceanic canal. 

| 8. At the same time, Nicaragua is desirous of including in these 
stipulations whatever provisions both countries may deem. advisable 

- in order to derive advantages, also, from the canalization, for the 

objectives of military defense. | So | | 
| _ 9, A negotiation of this character would have the double advantage 

of correcting the legal defects which have been adduced against the 
| validity. of the Bryan-Chamorro Treaty; and of ending the criticism 

| _ which has been leveled against the treaty by many sectors of public 
opinion in this hemisphere; it would, furthermore, reinforce the con- 
fidence which the Good Neighbor policy has inspired. 

10. Nicaragua believes that an additional treaty on the bases herein 
indicated, would not meet with opposition in the Senate of the United 
States, if President Roosevelt should lend it the support of his per- 
sonal influence, and if the circumstances and objectives underlying 
the negotiations should be revealed. 

11. These points are substantially the same as those set forth in 
detail in the Memorandum of November 8, 1938,!7 presented by my 
Government to the Department of State. 

A. Somoza 
WASHINGTON, May 22, 1939. , 

| * Not printed.
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817.812,/805.: Telegram | | - 

The Secretary of State to the Minister in Costa Rica (Hornibrook) 

| CO | Wasuineton, May 22, 1939—7 p. m. . | 

24, By desire of the President, the Minister of Costa Rica® was | 
requested to call at the Department this afternoon and he was in- | | 
formed that it was the wish of this Government that the Government 
of Costa Rica be informed immediately of the precise nature of the 
negotiations which had taken place during the visit in Washington | 
of the President of Nicaragua and of the agreements *® which had - 

been reached. = oo, | | oo, 

- For your information there is quoted the pertinent portion .of the 
text of a memorandum of the conversation with the Costa Rican 
Minister: re 

“T told the Minister that President Somoza had been informed | 
_ by the President that the Congress had already indicated its decision 

to favor construction of a third series of locks in the Panama Canal ”° | 
and to postpone any further consideration of the construction of the : 
Nicaraguan canal. I said, furthermore, that the estimates presented 
to the President by the engineers of the War Department for the 
construction of the Nicaraguan inter-oceanic canal had been so huge | 
as to make it impracticable for this government at this time to give 
any further consideration to the question on the ground of the expense 
involved quite apart from other considerations. © a 

I stated that President Somoza had then urged upon this Govern- 
ment an agreement between Nicaragua and the United States whereby 7 
the Government of the United States would provide the Government 
of Nicaragua with funds sufficient to make possible as a project of the | 
Nicaraguan Government, and under its control, the canalization of 
the San Juan River so that the River might be used as a barge canal 
with the further possibility of opening a barge canal between the 
Lake of Nicaragua and the Pacific Ocean through the Isthmus of 
Rivas. I said that this matter had been given very detailed considera- _ 
tion by the President and that he had reached the decision in agree- 
ment with President Somoza to lend to the Government of Nicaragua 
the services of a group of Army engineers of the United States for 
the purpose of making a study and report upon the cost which would 
be incurred by the Government of Nicaragua through the canalization 
of the San Juan River and through the creation of a barge canal 
from the Lake of Nicaragua to the Pacific Ocean. I said that the 
Minister would clearly understand that the commitment of the United 
States went no further and that all that was now in mind was the 
preparation of this report and estimates. - : , 

#8 Ricardo Castro Beeche. | : - 
19 See exchange of letters between President Roosevelt and President Somoza, 

May 22, pp. 725-730. a | | | 

* Provided for by act approved August 11, 1939, 53 Stat. 1409; see also Panama 
Canal, Governor, Annual Report, 1940 (Washington, 1941), p. 78.
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I said that throughout the negotiations this Government had borne 

clearly in mind the rights of the Government of Costa Rica in so far 

as the River San Juan was concerned and that both the President 
7 and the Minister for Foreign Affairs of Nicaragua in their conversa- 

| tions with officials of this Government have repeatedly recognized the 
rights of Costa Rica in this regard. ee ee 

| I said, therefore, that it was the desire of the President that the 

Government of Costa Rica be informed fully of this fact and that it 

| should be further advised that in the event that the study and report 

and the estimates prepared by these engineers for the Government — 

| of Nicaragua made it appear that the canalization of the San Juan 
River and the construction of a barge canal through the Lake of 

| Nicaragua to the Pacific Ocean were feasible, nothing further would 
be:done by this Government in the matter until and unless the Govern- 

| ment of Costa Rica and the Government of Nicaragua reached an 
agreement covering the projected canalization of the River San Juan. 
In that event, I said, a convention would have subsequently to be 

| concluded. between the United States and the Government of Nica- 
| ragua for submission to the Senate of the United.States in order that 

| ratification by the Senate might be obtained. I stated that in this 
-—s manner it would seem to me very clear that the rights of Costa Rica 

would be fully protected and that the Government. of Costa Rica 
| would be free to reach its own decision as to its wishes in the matter. | 

| I said that the general idea had been given favorable consideration 
| by this Government because of our belief that the canalization of the 

River and the construction of the barge canal would open up to profit- 
able development the interior regions both of Nicaragua and of Costa 
Rica and would greatly facilitate and stimulate trade between the 

| United States and the two neighboring republics. I said further that 
if the barge canal were completed between the Pacific and the Atlantic 
Oceans, such a canal would undoubtedly be of considerable service — 
from the standpoint of continental military defense. oe 

The Minister expressed his very great appreciation of the infor- | 
mation I had given him. He said that he had not approached me in 

| the matter because of the entire confidence which his Government and 
he himself had that this Government would give full recognition to 
the legitimate rights of Costa Rica. He said that, of course, under 
the arrangements I explained to him, the United States itself would 
not be undertaking the work involved but that the work would rather 
be undertaken by the Government of Nicaragua itself with financial 
assistance provided by the United States. He said that consequently 
the arrangements to be reached with regard to their respective rights 
in the San Juan River would have to be reached directly between 
Nicaragua and Costa Rica and that because of the very friendly rela- 

| tions existing between the two present Governments, he anticipated 
no difficulty on that score. The Minister asked if I could give him 
technical information as to the size of the vessels which would be 
enabled to transverse the contemplated barge canal and I said that 
none of these details had been determined or even discussed and that 
all that the engineers would be required to report upon would be the 
compilation of two alternative estimates, one estimating for the con- 
struction of a barge canal for vessels of 10-foot draft and the other 
estimate for vessels of 12-foot draft,”
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The Minister of Costa Rica stated that he would cable a summary | . 
of the above immediately to the President of Costa Rica for the latter’s 
information. : | 7 

You are requested to call upon the Minister for Foreign Affairs 
and to communicate to him the statements contained in the text above 
quoted without leaving, however, any written copy thereof. | | 

| | | Hou 

817.516/369a : | - 

The Chief of the Division of the American Republics (Duggan) to 
| the Minister in Nicaragua (Nicholson) a 

Oo | Wasutneton, May 26, 1939. | 

Dear Mr. Minister: I have asked that there be sent to you by air | 
mail a set of the letters exchanged in Washington as a result of | 

President Somoza’s visit. The exchange of letters covers what was 7 

agreed upon here with two exceptions. OO ae 

In the first place, President Roosevelt, acting entirely on his own | 

volition, agreed that if the survey of the canal route proved.that a | 

feasible shallow draft barge canal could be constructed, he would | 

then proceed to negotiate a supplementary treaty with Nicaragua _ _ 

providing for the construction of the canal at the expense of this Gov- 

ernment, the money so expended to be deducted from the payment to 

Nicaragua if, as, and when a deep-water interoceanic canal 1s con- . 

structed. The Nicaraguans naturally were overjoyed with the Presi- | 

dent’s intentions and act as though the barge canal was as good as | 

already agreed upon. Personally I have a feeling that this barge | 

canal will not be built in the immediate future, regardless of what the 

survey may show. There is very healthy skepticism in many political | 

quarters here as to the utility of expending the necessary funds for a 

barge canal. <A treaty possibly might not secure the necessary two- 

thirds vote. 
With regard to the barge canal, the Nicaraguans were informed 

that if the survey shows it to be practicable and before any supple- 

mentary agreement is negotiated, this Government will have to be 

assured that any rights which Costa Rica has, have been adequately 

safeguarded. This naturally implies prior negotiations with the Costa 

Ricans. The Nicaraguans have vigorously protested against this and 
may continue to work on you trying to convince you that they can 

take care of the Costa Ricans. If they do, might I venture to suggest 

that you take a rather strong line with them and maintain the Depart- 

ment’s position that it cannot proceed with any arrangements until it 

knows for itself that the Costa Ricans are satisfied. I think that you 

will agree that it is obvious that we do not wish to get into a dispute
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with Costa Rica because of any construction works that may be under- 

taken in Nicaragua. We certainly cannot rely on the Nicaraguans — 
to get together with the Costa Ricans. We will have to ascertain 

| for ourselves that the Costa Ricans are agreeable to the construction — 
of a barge canal and that whatever rights they have have been taken __ 

| into account and satisfied. . | a 
In the second place, President Somoza objected strenuously to. 

| contracting the services of a financial expert at this time. This was | 
| originally laid down as a condition for the attainment of the Export- 

- Import Bank credit. The President explained at considerable length _ 
. | that Nicaraguan public opinion had become antagonistic to foreign 

| financial experts ... The President stated that he would like to have 
| | a financial adviser and that he intended to request one he hoped within __ 

_ two or three months as soon as the aroused public opinion had calmed 
down, but that-he could not dosoatthemoment. —_ - 
_ The Export-Import Bank is now looking around for a capable man 

- | to serve as chief engineer. This chief engineer will really be the high 
a mogul so far as the construction activities are concerned. | 

- - So far as I know, President Somoza and his troop left here satisfied 
_ with what they had obtained. | 

_ With kindest regards to Mrs. Nicholson and to you, | 
_ -Yours very sincerely, , LavuRENCE Ducean 

817.812/810 : | 

Lhe Minister in Costa Rica (Hornibrook) to the Secretary of State 

| No. 706 | San José, May 29, 1939. 
| | [Received June 2.] 

Sir: I have the honor to refer to the Department’s telegram No. 24 
of May 22, 7 p. m., and to report as follows: __ 

The Minister for Foreign Affairs was not in his office on the date — 
of receipt of the same, but I obtained an appointment for Thursday. 
On this occasion the substance of the entire instruction was submitted 
point by point, but in accordance with instructions, no memorandum 
thereof was left with the Minister. | 

The Minister expressed himself as being highly gratified that the 
Government of the United States respected the rights of his country 
in the San Juan River and that President Roosevelt and Secretary Hull 
had been courteous enough to request me to confirm assurances on that 
point which had already been communicated to him by both cable and 
airmail by the Costa Rican Minister to Washington. 

The Minister then stated that the information which I had imparted 
to him on various other phases of the situation coincided with the data 
which he had obtained through Mr. Castro Beeche. He added to the
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above statement that his Government at no time had the slightest 
doubt as to the position of our Government as to Costa Rican rights 
in the San Juan River and cited the award 71 of President Cleveland 
on this question as a clear indication of the viewpoint of Washington. _ 

He stated that Costa Rica looked with favor upon the canalization 
- of the San Juan River and owing to the friendly relations actually 

existing between the Liberal Government of General Somoza and Costa : 
Rica this Government did not believe that any difficulty would be en- 
countered in reaching an agreement. He recognized the advantages 
that might be derived by Costa Rica should this project be undertaken 
but raised the following question: The Colorado delta is entirely on 
the Costa Rican side, he said, and should the projected canalization of 
the San Juan River be carried out in a manner that would adversely 
affect the delta, this might become the subject of a dispute between 
Nicaragua and Costa Rica which could possibly prolong or even defeat 
the negotiations. He added, however, that he did not believe it would 
stand in the way of an amicable arrangement between the two 
countries. | | 

Respectfully yours, Wm. H. Hornreroox 

817.812/851 : Telegram oo 

The Minister in Nicaragua (Nicholson) to the Secretary of State 

|  Manaer., August 3, 1939—5 p. m. 
: [Reeived August 4—3:10p.m.] — 

_ 83. Somoza plans to leave for San José by air August 12 returning . 
August 18. He offered to give mea copy of the draft treaty regarding 
canalization which he will use as a basis for discussions suggesting 
that I might send copy to Hornibrook, to aid in case of need. I made 
no commitment in this regard. | 

Cordero Reyes today explained the draft fully which provides in 
substance : | 

(1) In accordance with the Somoza—Roosevelt agreement the 
United States will extend its cooperation to canalize the River San 
Juan and the port or Bay of San Juan del Norte for medium draft | 
vessels for account of Nicaragua. Nicaragua declares this does not 
imply cession of territory and will continue complete sovereignty and 
control of the works to be turned over for use and administration. 

(2) Costa Rican existing rights of navigation are recognized. 
Nicaragua extends upon completion of the works the right of free 
navigation for the entire San Juan from lake to sea. Costa Rica can- 
not oppose or obstruct works in the upper section of the river not 
bordering its territory nor demand compensation in the event that 
later Nicaragua negotiates a treaty for a greater canal, unless Nica- 
raguan works to be constructed now occupy or prejudice Costa Rican 
territory. | 

*“ Foreign Relations, 1888, p. 456.
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— (3) Upon completion of canalization Costa Rican vessels may use _ 
the port, bay and entire river of San Juan and the Riofrio, San Carlos 

| | or Sarapiqui or Colorado using Costa Rican ports including the | 
Colorado mouth under the same terms as Costa Rican [Vicaraguan?]. 

(4) Merchandise in transit for Costa Rica is exempt from import 
| charges. Costa Rican products may transit via San Juan to Costa 

Rica or to third countries under the same conditions. Imports into _ 
Nicaragua may pass in transit via the river Colorado without duty — 

| and Nicaraguan products for the Nicaraguan east coast or third 
~ countries also. . | | | 

(5) Costa Rica grants Nicaragua permission to make the necessary _ 
| studies and works for construction operation and maintenance in- 

cluding the use of water in the river Colorado to secure the necessary __ 
depths of waters in the said canal without right to indemnification, _ 

: distinct from the rights of navigation Nicaragua now grants. Works 
in Costa Rica remain subject to the complete sovereignty of that coun- _ 
try and subject to its laws provided the purpose for which constructed 

. is not prejudiced. | - | a | 
_ (6) These mutual concessions do not prejudice either state in the 

ss event that Nicaragua negotiates a treaty with a third state for the 
construction, operation and maintenance and defense of a larger 
interoceanic canal in which case territorial and navigation rights of 
both countries shall be considered to be such as at present defined and © 
delimited. | | a 

| Cordero Reyes pointed out that they will not indicate to Costa Rica 
| | what aid the United States is to extend and that publicly the accord 

will rest on the Somoza—Roosevelt letters. The entire agreement 
offers Costa Rica in rights of navigation much more than Costa Rica 
is requested to give in rights in the Colorado and fully protects her 
sovereignty. No mention will be made of the Nicaraguan proposal 
which he said was discussed at Washington for American troops et 
cetera, to use the route in time of war and the construction of four 
landing fields. Costa Rica will doubtless demand the right of navi- 
gating the Lake of Nicaragua which will be a trading point. No offer 
will be made of a right to cross to the Pacific. He foresees a request 
to divert the Colorado via the Tortugurro lagoons which Nicaragua 
cannot accept either for itself or because of possible danger to a 
future interoceanic canal. 

He pointed out that both countries remained free and in status quo 
ante insofar as their rights to obtain settlement from the United 
States in the event of a future interoceanic canal. Nicaragua under 
the Washington Agreement will consider the present project as ad- 
vance payment by the United States toward a future settlement. 

Text by air mail” direct pouch to the Department Saturday. I 
shall not forward a copy of the treaty to San José unless so instructed. 

NiIcHOLSON 

* Despatch No. 608, August 3, 1939, not printed.
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817.812/845a : Telegram - | | 

The Acting Secretary of State to the Minister in Nicaragua 
| (Nicholson) : | 

- - Wasurneton, August 8, 1939—5 p. m. 

_ 55. Please inform the appropriate officials of the Government of 
Nicaragua that in accordance with the terms of section 1, paragraph | 
3 of the letter of May 22, 1939 from the President to President 
Somoza a board of eight officers and employees of the Corps of Engi- 
neers, United States Army, and the United States Engineer Depart- 
ment, under the command of Lieutenant-Colonel Charles P. Gross, 
will leave New York en route to Nicaragua on August 10 on the S. S. 
Panama. ‘'Two members of the board will arrive in Corinto by steam- | 
ship from Panama about August 25, and the remainder of the party | 
will proceed from Panama to Managua on a United States army 
plane on August 20. Names of the members of the board: will be 
sent to you by air mail in order that appropriate arrangements. can 
be made in connection with their arrival. | oe | 

The expenses of the mission and the cost of preparation of its 

report in connection with the proposed canalization will be paid from | 
an appropriation of $100,000 which has now been made available 
by the Congress for this purpose. For your confidential information 
it is hoped that additional funds for the completion of the report 
may be appropriated by the Congress at a later time if it should be 
necessary. It is expected that the present appropriation will be 
adequate to complete the work of the mission in the field. | | 

817.812/851: Telegram | OO | 
The Acting Secretary of State to the Minister in Nicaragua 

| So | (Nicholson) | , 

| WasuHineTon, August 10, 1939—6 p. m. 

| 56. Your telegram no. 83, August 3, 5 p. m., and despatch no. 608, 
August 3, 1939.8 Please convey to the Minister of Foreign Affairs 
an expression of the appreciation of this Government for his courtesy 
in making available the text of the draft treaty with Costa Rica with 
relation to the proposed canalization of the San Juan River. | | 

You are requested to convey orally the following comments to the 
Minister of Foreign Affairs. , | 

Article 1. The text of this article indicates that there has been some 
definite undertaking on the part of this Government to carry out 
the canalization project. It is believed that the article should be 

*% Latter not printed.
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- modified so as to conform more accurately with the text of the letters 
of May 22 which make it clear that the canalization project is at — 
present only under study. Its completion is dependent on (1) the 
results of the studies shortly to be undertaken by a board of officers 

- of the United States Engineer Corps; (2) the conclusion between the | 
/ United States and Nicaragua of a treaty or agreement for the canal- 

| ization project which would of course be subject to approval by the 
United States Senate; and (3) appropriation by the Congress of 
the United States of the necessary hinds forthe project. = 

Articles 2 and 3. The Department is considering the possibility _ 
of suggesting to the Nicaraguan Government that it reserve in these 
articles the right to grant the privilege of free navigation of the port | 
and river of San Juan and Lake Nicaragua to vessels of the Umited 

: States. However, you should not make this proposal to the Minister __ 
| for Foreign Affairs unless you receive further instruction. = 

| ' Article 6. The following wording is suggested for the closing 
phrase of this article “in which case the rights of Nicaragua and Costa 

ae Rica as well as third countries shall be those existing prior to the 
a - gignature of this treaty.”§ a: 

Please repeat the foregoing to the American Legation in San José 

| for its strictly confidential information, adding a statement that the 
. Department will forward the text of the draft treaty in the next air 

| mail pouch. © oo Oo | | 
ee | OS | - : WELLES 

817.812/883 : Telegram | | 7 | 

The Secretary of State to the Minister in Nicaragua (Nicholson) 

| | - | | WasHIneron, October 3, 1939—7 p. m. 
| %5. Reference your despatch no. 679, September 22.74 In view , 
of the present state of negotiations between Costa Rica and Nicaragua 
with regard to the proposed treaty for the canalization of the San 
Juan River, the Department would not wish to authorize Colonel 
Gross to proceed to San José unless his presence there should be con- 
sidered essential for the purpose of furnishing the Costa Rican au- 
thorities with technical information of an engineering nature. It 
would be preferable in any event to furnish this information if pos- 
sible through the Nicaraguan Government or by correspondence, as 
it is desired to avoid even the appearance that we are participating __ 
in any way in the negotiations. In this connection you are reminded 
of the memorandum of conversation forwarded with the Depart- 
ment’s instruction no. 226 of August 10.274 Please telegraph your 
views and recommendations on this question. 

If the object of Colonel Gross’ proposed visit to Costa Rica is to 
obtain information of an economic nature, it would be possible for the 

* Not printed.
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Department to obtain such information from the Costa Rican Gov- 

ernment through its regular representatives in San José. | | 

817.812/884:: Telegram oo , a 7 | 

The Minister in Nicaragua (Nicholson) to the Secretary of State 

So ee Manacoua, October 6, 1939—5 p. m. 
a : | SO [Received 8:87 p. m.] 

_ 119. Telegraphic instruction No. 75, October 3. The proposed visit 
of the Canal Commission to San José has long been announced in 
both Nicaragua and Costa Rica and I believe that canceling it at this 
time would be misinterpreted and would cause undesirable comment. | 
While I have not of course requested Nicaraguan opinion with regard 
to the visit I am sure this Government has no objection but would 
on the contrary recommend that the visit be made. | | | 

As already reported Colonel Gross takes the position that his in- 
structions do not cover the preparation and presentation of a memo- . | 
randum to the Costa Rican Government or its representatives. — 

The economic information normally included in an engineering 

report of the character to be presented would necessitate long prep- 
aration and the visit of the mission to San José would include indi- | 
cating to officials there the type and character of the information : 
desired but it would not be a primary object of the trip. _ a 

The mission desires also to acquaint itself with the general geo- _ 
graphic and economic conditions prevailing in each country as it 
has already done in Nicaragua by extensive visits to outstanding —_ 
cities and the different geographical sections of the country including 

the east coast. , a | BO 
I should. like to recommend that I be instructed. to inform Colonel 

Gross of your desire to avoid even the appearance of participation 
in any way in the negotiations between the two countries and that 
the reasons for his visit to San José would be only to furnish technical 
information of an engineering nature and to explain what economic 

information he requires. The mission returns to Managua Monday 
from Puerto Cabezas. | | | | 

NICHOLSON 

817.812/884: Telegram | | 

The Secretary of State to the Minister in Nicaragua (Nicholson) 

| ls ne Wasurneton, October 7, 1939—3 p. m. 
7. In view of the considerations set forth in your telegram no. 119, 

October 6, 5 p. m., you are requested to inform Colonel Gross that | 
the proposed visit of the Commission to San José is approved. Please -
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| inform him that it is the understanding of this Department that the 

purpose of his visit is to make available to the Costa Rican Government 

technical information of an engineering nature with regard to the — 

: proposed canalization and to indicate to the Costa Rican Government 

through the American Legation in San José information of an eco- 
| nomic nature which he desires to obtain. You should also explain 

| ~ to Colonel Gross that this. Department wishes to avoid even the ap- 

| pearance that we are participating in any way in the current nego- 

tiations between the Governments of Costa Rica and Nicaragua. 

The foregoing has been repeated to the American Legation in San 
| José for the information and guidance of the Minister. | Se | 

-817.812/896 re ne 

The Minister in Costa Rica (Hornibrook) to the Secretary of State 

| No. 924 - San Jost, May [October] 23, 1939. 
: | | [Received October 30.] 

| Sm: I have the honor to refer to the Department’s telegraphic in- 
| struction No. 56 of October 7,7 and to report as follows: __ | 

a Colonel Charles P. Gross and his party of army engineers arrived 

here on October 19. On the following day I presented the Colonel 

| and three other army engineers to the Minister of Foreign Affairs 
with the idea that they would pay their respects, exchange a few 
pleasantries and depart. The Foreign Minister, however, immedi- 
ately launched into a discussion of the canalization project, produced 

-. @ map and requested Colonel Gross to outline the proposed route of 
the canal project. The explanation lasted for an hour and three 
quarters with the result, I think, that many phases of the situation 

_ were clarified in the mind of the Foreign Minister. In fact at a cock- 
tail party the night following, he informed me that the explanation 
had been satisfactory. I did not participate in the discussion, at the 
Foreign Office, nor did I discuss the treaty negotiations or technical 
details at the cocktail party the following evening. i | 

On the same afternoon I took the group of officers to President 

Leon Cortés to pay their respects. They were received most cordially 
and the President expressed a keen interest in the proposed project. 
He stated, however, that he was not competent to pass upon the tech- 

nical matters confronting the American engineers and therefore des- 
ignated Mr. Francisco Pacheco, Minister of Public Works and a 
graduate of an American engineering school, as his representative for 

the purpose of obtaining information as to the plans thus far out- 
lined by Colonel Gross. Oo 7 

* This telegram repeated telegram No. 77, October 7, 8 p. m., to the Minister 
in Nicaragua, supra. |
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I may state in connection with both of the above-mentioned inter- | 
views Colonel Gross at no time expressed an opinion as to proposed 
negotiations, and confined his remarks and explanations exclusively 
to the technical points involved. He did make it plain, however, that | 
he did not come to San José with the idea of “selling” the project to : 

~ Costa Rica, but merely to aid the Government by explaining the engi- 
neering problems. He also requested certain economic information 
from the President who promised to provide the same. 

~ On October 21 Mr. Cordero Reyes arrived from Managua with a 
new draft treaty. It has heretofore been stated in the press that he 

would not return unless he received an official invitation from the 
Costa Rican Government, and, as far as I have been able to ascertain, 
no such invitation was extended. I have not as yet seen Mr. Cordero | 
Reyes, but assume that when I do he will perhaps discuss this feature 
of his visit. : | : 

The Nicaraguan Foreign Minister will in all probability not be 
able to have any extended talks with the American engineers during 
their brief visit here for the reason that the Costa Rican Government _ 
has arranged for trips which will consume most of the remaining days | 
of their visit. The officers, however, will be in the company of Mr. | 
Pacheco and will have ample time to discuss engineering problems. 
They plan to leave here on October 26. : | | 

| Respectfully yours, © Wo. H. Hornrprook 

817.812/907 . 

The Minister in Costa Rica (Hornibrook) to the Secretary of State 

No. 983 San Jost, November 27, 1939. 

| oe [Received December 4.] © 

Sr: I have the honor to refer to my despatch No. 963 of November 

13, 1939,27 relative to the proposed canalization of the San Juan 

River, and to report that Dr. Cordero Reyes and Mr. Luis Mena 

Solorzano, Nicaraguan Minister to Costa Rica, called by appointment 

at, my residence on November 25 for the purpose of advising me as 

to the progress of their negotiations with the Costa Rican Govern- 

ment on the canalization project. Both seemed to be rather depressed 

as to the prospects of an early agreement, and the former stated that 

in the event he held another conference with the Minister for Foreign 

Affairs he proposed to suggest an agreement on the proposals which 

he had heretofore submitted, with a proviso that they should not 

come into legal operation until such time as the Costa Rican Govern- 

ment had had an opportunity to study the final report of the Ameri- 

can engineers. He stated that the only objection which had thus far 

been voiced by the Costa Rican Foreign Minister or the President 

*7 Not printed.
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| had been the fact that Colonel Gross was not in a position on the 

date of his visit to San José to give detailed information as to the _ 
| project. The Colonel stated to officials here that he would not be 

able to give out additional information until such time as his final 
| - report had been submitted to the War Department and later released __ 

asa public document. | | mS a Oo 
Dr. Cordero Reyes again pointed out that the contention of his 

government is that Costa Rica has no legal right to oppose the project 
under existing treaties and asserted that under a clause in one of those 
pacts signed in 1850 Nicaragua has a right to proceed with the con- 
struction and pay the slight damages which might possibly be awarded 
to Costa Rica for minor losses as a result of flooding a small portion 
of her territory. ee Se Oo 
On November 25 I again met Dr. Cordero Reyes at a cocktail party 

and he stated that it now seemed to be definitely plain Costa Rica 
would not sign a treaty until such time as Colonel Gross had com- 
pleted his report and the results made known to the officials of the 
government. He stated he had again urged upon the local authorities _ 
that the project must be agreed upon between Costa Rica and Nica- 

- ragua before the end of the Roosevelt administration in order to insure 
congressional support in the United States, but was told that until 
Costa Rica obtained the necessary technical information from Colonel 
Gross it could hardly be expected to enter into an agreement which — 
might adversely affect its material rights. oe | 

Dr. Cordero Reyes asserted that in his opinion Max Effinger, Ger- 
man naturalized Costa Rican now employed in the Ministry of Public 

| Works as an engineer, had considerable to do with the attitude of the 
Costa Rican Government. He asserted that Effinger has unquestion- 
ably raised a large number of technical questions as to possible damage 
to Costa Rican lands in close proximity to the project. | 

Press comments have been made from day to day in all local news- 
papers, but as they appear to confirm the remarks made to me by Dr. 
Cordero Reyes I shall not include them as enclosures. 

Respectfully yours, Wm. H. Hornisroox 

817.812/915 

The Minister in Costa Rica (Hornibrook) to the Secretary of State 

No. 1008 San Jost, December 12, 1939. 

[Received December 19. ] 

Sir: I have the honor to refer to my despatch No. 995 of December 4, 
: 1939,” and to report as follows: 

* Not printed.
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~ On December 8, Dr. Cordero Reyes, Minister for Foreign Affairs 
of Nicaragua, and Mr. Mena Solérzano, Minister to Costa Rica from 

- the same country, called for the purpose of requesting me to expedite 
the delivery of the report of Colonel Gross as to the proposed work on 
the Costa Rican side of the project. | a 

Dr. Reyes pointed out at this conversation that in the viewpoint of 
his own country it is unimportant to receive the report of the proposed 
work on the Nicaraguan side at this time, but that it is highly im- 
portant to satisfy Costa Rica as to just what damage, if any, may 

| be caused to Costa Rican territory. He stated that in his opinion, if 
the State Department made the suggestion, it would be quite possible 
the War Department might instruct Colonel Gross to confine his 

_ present work to a study of the Costa Rican side and submit the same 
as an independent document at a very early date to his superior 
officers and this partial report could be promptly submitted to the 
Costa Rican Foreign Office and thus speed up the signing of the © 
treaty. He again expressed the fear that in the event President 
Roosevelt. concluded to decline a third term his successor in office | 
might not be as friendly to the project and therefore felt that it 
should be pushed through before the expiration of his term of office. | 

During the course of the conversation Dr. Reyes stated that he had 
intended to leave the early part of the same week, but Mr. Martinez, 
the President’s private secretary, had called upon him and requested 
that he remain in San José until the President returned from Punt- 
arenas for the purpose of holding another conference on the treaty 
negotiations. This, Dr. Reyes, stated he agreed to do, but up until 
the date of the conversation he had received no summons to confer 

with either the President or the Minister for Foreign Affairs. | 
- He also stated that he had conferred by long distance telephone 
with the Nicaraguan Minister to Washington as to the Castro Beeche 
cablegram in which Undersecretary Sumner Welles was quoted as | 
saying that the latter was in accord with the Costa Rican viewpoint 
with respect to postponing final action until after the report of 
Colonel Gross had been received in San José. He asserted that his 
Minister had assured him that he was certain Mr. Castro Beeche had 
not properly explained the Nicaraguan viewpoint as to the alleged 
thirty days ultimatum, and that this accounted for any statements 
which might have been made by Secretary Welles on the date of the 
interview. He explained again that he had sent no ultimatum to the 
Costa Rican Government, but that he had referred to a section in the 
treaty of 1858 ?? wherein Nicaragua obtained the legal right to com- 
mence work on the proposed canal upon thirty days notice, and that his 
country is prepared to pay the damages, if any, which might be suf- | 

* Signed April 15, 1858, British and Foreign State Papers, vol. xLvtt, p. 1049.
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fered by Costa Rica in the event that this clause should be invoked 
by Nicaragua. ee a | Se 

_ On December 11 Dr. Cordero Reyes and the Nicaraguan Minister 
oo again called by appointment. Both of them were manifestly depressed | 

and somewhat disillusioned. Dr. Reyes stated that he had been re-— 
| called from his mission by President Somoza and intended to leave by 

air for Managua on the following morning. He asserted that despite 
_ the assurances given by the President’s private secretary to the effect | 

President Cortés desired to receive him for the purpose of consulting 
again in regard to the proposed treaty, no call for such consultation . 
had been received nor had he been asked to consult with the Costa 
Rican Minister for Foreign Affairs during the past week. He stated 
that both President Somoza and himself regarded this asa discourtesy _ 
to their Government, and the latter was manifestly displeased with 
his treatment by Costa Rican officials since the date of his arrival. 

Dr. Cordero Reyes stated he felt it of very great importance to 
the success of the negotiations that Colonel Gross speed up his report 
on the project insofar as the same might effect Costa Rican interests 
and if he requested the State Department to expedite the matter to 

| the end that he might return to San José and resume the negotiations. 
He added that without a report as to the Costa Rican side of the 

| border he felt it would be futile to continue the conversations further 
with this Government. | | 

| _ Neither Dr. Cordero Reyes or the Nicaraguan Minister have any 
ill feeling towards our own Government. On the contrary they are 
most friendly, but they are both rather bitter as to the present attitude 
of Costa Rica. The latter has made one or two unfortunate state- 

| ments which I am inclined to believe have reached the ears of local 
government officials and have not tended to promote an early settle- 
ment of the treaty negotiations. 

| Both Dr. Cordero Reyes and the Minister stated on one or two occa- 
sions that in the event Costa Rica did not see fit to sign the proposed 
treaty their Government proposed to proceed under the treaty of 
1858, and the Cleveland award. In other words, that they would build 
the barge canal and pay Costa Rica such damages as might be found 
Just and equitable, presumably to be determined by arbitration. 

' While Dr. Cordero Reyes did not say so in so many words I gathered 
from his conversation that President Somoza is bitter in his remarks 
about President Cortés and his treatment of his Foreign Minister dur- 
ing the period of the negotiations. The recall of Dr. Cordero Reyes 
appears to confirm the intimation that I received on this subject dur- 
ing our conversation. 

Despite the fact that both President Cortés and Dr. Calderén 
Guardia, the latter almost certain to succeed as President, have pri- 
vately stated they approve of the treaty, political considerations on
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_ the eve of the approaching election have made it rather hazardous 
for them to proceed with the negotiations, at least until such time as _ 
the report of Colonel Gross confirms the statement of Dr. Cordero 
Reyes that the material interests of Costa Rica will not be adversely 
affected. 7 | 

Respectfully yours, Wa. H. Horntsroox 

[A treaty between Costa Rica and Nicaragua regarding the canal- 
ization of the San Juan River was signed April 5, 1940. In a letter 
of January 31, 1941 (817.812/993), the Secretary of War informed the 
Under Secretary of State that after work for the report of the Corps _ 
of Engineers on this project had been completed in December 1940, | 
he had reported the facts to President Roosevelt at a Cabinet meeting. 
The President then said he no longer desired the completion of the 
report. The project was indefinitely postponed, apparently because 
of the excessive cost and lack of sufficient economic or political | 
advantages. | | 

AGREEMENT BETWEEN THE UNITED STATES AND NICARAGUA PRO- | 

VIDING FOR A MILITARY MISSION, SIGNED MAY 22, 1939 | 

[For the text of this agreement, signed at Washington, see Depart- 
ment of State Executive Agreement Series No. 156, or 53 Stat. 2435. ] 

293800—57——-48



_ es PANAMA ee 
| NEUTRALITY IN THE WATERS OF THE ISTHMUS OF PANAMA: AGREE- 

| MENT EFFECTED BY EXCHANGE OF NOTES CONFIRMING THAT THE | 
| - PROTOCOL OF OCTOBER 10, 1914, IS IN EFFECT, SIGNED AUGUST 

25,1989 ee | a 

Executive Agreement Series No. 160 | - | | | —— 
T11F.19111/4 - me : 7 | Pa 

| The American Ambassador in Panama (Dawson) to the Panamanian — 
| Minister for Foreign Affairs (Garay) = 

No 88 a Panam, August 25, 1939. 
Excettency: My Government assumes that the protocol signed by 

the Secretary of State and the Minister of Panama on October 10, 
| | 1914, dealing with hospitality extended in the waters of the Republic 

| of Panama and of the Canal Zone to belligerent vessels of war or 
those employed by belligerent powers for the purpose of prosecuting 

| or aiding hostilities is still in force. However, it would be appre- 
| ciated if in view of existing circumstances, the Government of Panama | 

would signify in writing that it shares the view of the United States 
| as to the present force and effect of this protocol. 

Accept [etc. ] Wiut1am Dawson 

Executive Agreement Series No. 160 | 
711F.19111/4 | 

The Panamanian Minister for Foreign Affairs (Garay) to the 
American Ambassador in Panama (Dawson) | 

| [Translation] 

D. D. No. 1890 PanamA, August 25, 1939. 

Mr. Ampassapor: I have the honor to advise Your Excellency in 
reply to your esteemed Note No. 38 of this date that the Government 
of Panama considers that the protocol signed at Washington on 
October 10, 1914, by the Minister of Panama in the United States 
of America, Dr. Eusebio A. Morales, and the Secretary of State of 
the United States, Robert Lansing, is at present in effect and may be 
applied by both countries whenever circumstances require. 

I avail myself [etc. ] Narciso GARAY 

* Foreign Relations, 1914, p. 984. 
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EXCHANGE OF NOTES BETWEEN THE SECRETARY OF STATE AND | 

THE PANAMANIAN MINISTER, FEBRUARY 1, 1939, CLARIFYING CER- 

TAIN PROVISIONS OF THE GENERAL TREATY OF FRIENDSHIP AND | 

COOPERATION, SIGNED MARCH 2, 1936 | 

[For text, see Department of State Treaty Series No. 945, or 53 Stat. 

1863.] | | | 7 OO 

STATEMENT BY PRESIDENT ROOSEVELT REGARDING CERTAIN 
AMERICAN LEGISLATION DENYING EQUALITY OF TREATMENT TO 

| PANAMANIANS IN EMPLOYMENT BY THE PANAMA CANAL” 

811F.504/150: Telegram —— oo a : | | : 

The Ambassador in Panama (Dawson) to the Secretary of State | 

| - - PawamA, August 5, 1939—11 a. m. 
| oe | [Received 1:45 p. m.] 

_ 82. In a conversation this morning the Secretary of Foreign Rela- | 
tions called my attention to the provisions regarding the employment | | 
of Americans found in the new locks bill.2_ He said that these provi- 
sions have caused a painful mmpression here as excluding Panamanians 
from desirable employment. He said that this seems contrary to the 
letter and spirit of the treaty * and he referred specifically to the clos- 
ing paragraph of article I and to the exchange of notes dealing with 

| equalities of opportunity and treatment. ae 
- oe Dawson 

811F.812/1109 | | | 

The Secretary of State to the Ambassador in Panama (Dawson) © 

No. 19 - WasHINGTON, August 19, 1939. 

The Secretary of State refers to the Department’s telegram No. 62 
dated August 16, 1939, 5 p. m.,* and transmits the text of a statement 
made by the President at the time of giving his approval to H. R. 5129. 

The Ambassador is authorized to transmit a copy of the text of this 
statement to the Panamanian Government for its information. 

2 Public Law 391 (H. R. 5129), approved August 11, 1939; 53 Stat. 1409. 
* General Treaty of Friendship and Cooperation and exchange of notes, signed 

at Washington, March 2, 1986. For correspondence regarding negotiations, see 
Foreign Relations, 1933, vol. v. pp. 852 ff.; ibid., 1934, vol. v, pp. 581 ff.; ibid., 
1935, vol. Iv, pp. 889 ff. For text, see Department of State Treaty Series No. 
945, or 53 Stat. 1807. 

“Not printed.
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Oo | | [Enclosure] | oa 

Statement by President Roosevelt on Approving H. R. 5129, — 

: | August 11, 1939 OC _ | 

In view of the special relationship which exists between the United 

States and Panama on account of the Panama Canal, the Canal ad- 

ministration and the Panama Railroad Company have for many years 

| granted facilities for employment to Panamanian citizens which were | 

not generally extended to the citizens of other countries. 

The Order of the Secretary of War dated December 23, 1908* and | 

the Executive Orders of February 2, 1914° and February 20, 1920° 
extended to Panamanian citizens, with respect to the higher paid 

categories, opportunity for employment and treatment in employment 

| equal to that extended to American citizens. - 

, Accompanying the General Treaty between the United States and 

Panama signed March 2, 1936 and ratified July 27, 1939 is an ex- 
change of notes between the two Governments by which the United | 

States has agreed to maintain as a principle of public policy the 

opportunity for employment and treatment in employment of Pana- 

manian citizens which is set forth in the Order and Executive Orders 

noted above. 

| A provision of H. R. 5129 authorizing and providing for the con- 

struction of additional facilities on the Canal Zone, etc., provides 

“that all new personnel in such construction work occupying skilled, 

technical, clerical, administrative, and supervisory positions shall be 

citizens of the United States”. It is my opinion that this provision — 
is at variance with the policy to which this Government pledged it- 
self in its note to the Government of Panama of March 2, 1936, the 
date of the signing of the General Treaty, since the Order and Execu- 
tive Orders specifically provided equal opportunities for employment 
for Panamanian citizens in the very categories in which employment 

would be denied them under the quoted provision of H. R. 5129. 
The new Treaty was negotiated to provide a firm basis for friendly 

and effective collaboration between the two Governments in order 
that the Canal might fulfill in the most ample sense its functions. 

| With the exchange of ratifications of that Treaty, the United States 

and Panama entered into a new stage of their relationship. This. 
relationship will be advantageous and enduring to the extent that 
each party cooperates loyally and fully in the observance not only 

: of the letter but of the spirit of that Treaty. 

5 Hxeecutive Orders Relating to the Panama Canal (March 8, 1904, to December 
$1, 1921) (the Panama Canal Press, Mount Hope, C. Z., 1922), p. 86. 

° Tbid., p. 158. 
7 Idid., p. 266.
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Tam giving my approval to this important bill which by authoriz- — 

| ing the construction of a third set of locks will enhance not only our | 

own security but that of this hemisphere. I propose, however, to 

request the Congress at its next session to amend the present law so 

as to bring it into conformity with the commitments entered into | 

_with Panama which pledge to the citizens of Panama opportunity and 

treatment in employment in the Canal administration and the Panama 

Railroad Company equal to that offered to citizens of the United 

States. | | — | | 

| So | | -Franxuin D. Roosevetr 

8119.504/1544 . a | | 

The Ambassador in Panama (Dawson) to the Secretary of State | 

No. 88 a - -- PanamA, September 5, 1939. | 

| | _ [Received September 8.] 

_ Sir: I have the honor to refer to the Department’s instruction No. 

19 of August 19, 1939 (no file number), authorizing me to transmit to | 

the Panamanian Government a copy of the text of a statement made | 

by President Roosevelt at the time of giving his approval to H. R. oe 

5129, | CO ee 
A copy of the text of the statement was furnished the Panamanian — 

Foreign Office with a note of August 28, and I am today in receipt 

of a reply dated September 2 of which I enclose a copy and an English ~ | 

translation. a | a | | | 

Respectfully yours, | Wurm Dawson Oo 

: | [Enclosure—Translation] oe 

| The Panamanian Minister for Foreign Affairs (Garay) to the 

American Ambassador (Dawson) i | 

‘D.D.No.1954 PanamA, September 2, 1939. 

_. Mr. Ampassapor: I take pleasure in acknowledging the receipt of _ 

Your Excellency’s courteous communication No. 53 of the 23rd instant, 

with which you were good enough to send me a copy of the text of the 

statement made by His Excellency: President Franklin D. Roosevelt 

at.the time of giving his approval to the Act of the Congress of the 

United States which authorizes the construction of additional facili- 

ties on the Panamé Canal and provides the means therefor, = 

‘The Foreign Office has read with profound satisfaction the above : 

mentioned statement in which President Roosevelt reminds the legis- 

lators of his country of the precedents which for over thirty years
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have guided the policy of the United States in its relations with 
- Panama and in particular the principle of equality of treatment be- __ 

| tween Panamanians and Americans in the Canal Zone. | 
an _ This Government is confident that the statement of the President 

| of the United States will bring about shortly the effect desired and that | 
the American legislators will respond to the appeal made to them by 

- the Chief Executive of that great country not to depart from the norms 
| of justice and equity which have inspired in this respect the Public 

| Administration of the United States nor from the commitments en- | 
tered into. by the Department of State with the Panamanian Nego- 

a tiators, as is of record in the minutes of session No. 107 held in Wash- 
| ington, on February 1, 1936, at 11 a. m. | | . 

| I shall be grateful if Your Excellency will be good enough to trans- 
| mit to His Excellency Mr. Roosevelt the expression of the lively grati- 

tude with which Panama, received his gallant statement, as respects 
| _ both public opinion and official circles. | 

_. Favail myself [etce.] ee _Narctso Garay | 

a REQUEST OF FOREIGN BONDHOLDERS PROTECTIVE COUNCIL FOR A 
, RETURN OF CANAL ANNUITY PAID TO PANAMA, ON GROUND THAT | 

| FUNDS WERE PLEDGED TO SERVICING THE PANAMA DOLLAR 
BONDS? _ | oe —_ 

711.1928/881 So - 7 a 

| Memorandum of Conwersation, by the Chief of the Division of the 
: _.. American Republics (Duggan) es | 

| | [Wasuineton,] September 21, 1939. 

7 Mr. White ® telephoned that he had learned from various sources, 
including the newspapers and the Chase National Bank, of the pay- 
ment of Panama Canal annuities. He requested to be informed 
whether the distribution of payments in the form of three checks, 
two to the Chase National Bank of $1,500,000 and $220,000, respec- 
tively, and one to the Government of Panama for $860,000, was cor- 
rect. Inasmuch as Mr. White seemed to be in possession of accurate 
information, I informed him that his information was correct. 
- Mr. White then stated that he felt that the irrevocable instructions 
given by the Panamanian Government to the United States Govern- 
ment were clear to the effect that all of the annuity payments were 
to be turned over to the Chase National Bank as Fiscal Agent. I in- 

* See article VII of the General Treaty of Friendship and Cooperation between 
the United States and Panama, and exchanges of notes, signed March 2, 1936, 
Department of State Treaty Series No. 945, or 53 Stat. 1807. _ | cds 
Nee mancis White, president of the Foreign Bondholders. Protective Council,
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- formed Mr. White that that was a legal question which I was not | 
prepared to discuss. He said that in the interest of protection of 
the bondholders he felt that the Council would have to write the 
Department a letter setting forth the Council’s contention that the 
money should have been paid over to the Chase National Bank as 
Fiscal Agent. a . oo 

—-711,1928/882, - | | i | 

‘The President of the Foreign Bondholders Protective Council, Inc. 
- (White), to the Secretary of State 

| et gh _. New Yorx, September 26, 1939. | 
ee eee _ [Received September 27.] _ a 

Dear Mr. Secretary: I enclose herewith, for the information of _ 
the Department, a copy of the cable?” which the Council has to-day 
sent to the President of Panama requesting the return of the $860,000 | 
of the canal annuity paid directly to Panama last week. The Council ; 
feels that these funds are unquestionably pledged to the service of 

the Panama dollar bonds and that. this sum should be paid by the 
Panamanian Government to the proper paying agents for the service | 
of the dollar bonds of Panama. nee a 

As Ihave said orally to members of the Department in the past, 
the Council feels that the full Canal annuity of 430,000 Balboasa 
year is pledged for the service of the bonds and should, under the 

terms of the bond contracts and related documents, be paid directly | 
to the Fiscal Agents serving these bonds, and I have the honor to 

request that the Council be given a hearing, on behalf of the Amer- | 

ican holders of these bonds, regarding this matter before any further 

Canal annuity installments are paid. | o 

I trust you will agree with me that the bondholders have a very 

real interest in knowing the terms and conditions which the Gov- 

ernment of Panama requested should be attached to the two payments 
of $1,500,000 and $220,000 to the Chase National Bank and that you 

will therefore be willing to advise the Council, as set up to represent 
the bondholders’ interests, what were, if any, such terms and 

conditions. © | | 
Needless to say, the officers of the Council are at the disposal of 

yourself and other members of the Department to discuss the matter 
of the Canal annuity payments at such time as may be most conven- 

ient to you or to the other officers of the Department. | 
Faithfully yours, : | Francis WHITE 

” Not printed. |
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711.1928/882 | | a | - | 

The Secretary of State to the President of the Foreign Bondholders 
| Protectwe Council, Inc. (White) So 

So | Wasurneton, October 5, 1939. 

My Dear Mr. Wurre: The Department has received your letter 
dated September 26, 1939 enclosing.a copy of a cablegram which the 
Foreign Bondholders Protective Council, Incorporated, has addressed 

| | to the President of Panama, requesting “the return of the $860,000 __ 
a of the Canal annuity” recently paid by this Government tothe Repub- 

lie of Panama. It is noted that the Council feels that these funds 
a are unquestionably pledged to the service of the Panama dollar bonds, — 

and that this sum should be paid by the Panamanian Government 
to the proper paying agents for the service of the dollar bonds of _ 
Panama, 

You request that the Council be given a hearing, on behalf of the 
American holders of these bonds, before any further Canal annuity 

_ payments are made. In reply, you are advised that the Department 
will be pleased to receive the officers of the Council at their. convenience 
and to hear their views with respect to the proper disposition of the 
Canal annuity payments. It may be stated in advance, however, 
that the Department considers that the instructions regarding these 
payments which have been received from the Panamanian Govern- 
ment are in conformity with instructions which had previously. been 
received, and that this Government’s obligations will have been 

| discharged upon their execution. _ ; Oo 
The payments have been subject to no conditions or terms other 

than that they represent full payment of the sum due from this Gov- 
ernment on account of the Canal annuities for the period 1934-1939 
inclusive. | : 

Very sincerely yours, For the Secretary of State: 
| | Avotr A. Brrtz, Jr. 

| Assistant Secretary 

711.1928/893 - 

The President of the Foreign Bondholders Protective Council, Inc. 
(White), to the Assistant Secretary of State (Berle) 

New Yorx, October 19, 1939. 

Drak Mr. Bentz: Referring to the conversation on October 17, 
1939 “ between yourself and Messrs. Finley and Butler of the Depart- 
ment of State and Messrs. Clark and White, representing the Coun- 

™ Memorandum of conversation not printed.



| PANAMA 755 | 

cil, and to the understanding then reached that we should write you a 
letter setting forth certain questions concerning the Panama Canal 
annuity which it would be helpful for the Council to have answered , 
before it undertook a presentation of the rights of the bondholders, to 
the end that the Council might more directly address itself on behalf 
of the bondholders to the particular problems raised thereby, I have oo 
the honor to submit the following: oe 7 

(1) Is the Treaty of 1936? to be regarded as amending the Treaty | 
of 1903," leaving the latter as the fundamental instrument creating 
the Canal Zone and the obligations incident thereto except.as amended | 
by the Treaty of 1936, or is the Treaty of 1936 to be regarded as a 
superseding treaty, hereafter to be considered as the fundamental 
instrument upon and by which all rights and obligations, direct, in- 
direct, and ancillary in and to the Canal Zone are to be wholly | 
measured ? | oe 

(2) If the Treaty of 1936 is regarded as a superseding treaty then 
does it extinguish all rights founded upon or growing out of the old 
treaty, particularly the rights of American citizens which are based 
upon the provisions and obligations of the Treaty of 1903, as also the : 
obligations of Panama incurred thereunder or having to do with the , 
‘subject matter thereof? | | ; 

(3) Specifically, if the Treaty of 1986 is regarded as a superseding 
treaty, was it intended to wipe out the rights of the bondholders to the 

Canal annuity created and provided for in the Canal Treaty of 1903? oe 

(4) If the Treaty of 1903 is regarded as still the fundamental in- : 

strument creating the Canal Zone and governing all matters con- | 

nected therewith which are not specifically amended by the Treaty 
of 1936, then is the annuity provided for in the later treaty to be 

considered as the equivalent of the annuity of the Treaty of 1903, or, 
if the new annuity be not the equivalent of the old, then what part 
of the new annuity is equivalent to the old annuity and is the excess to : 
be regarded as an additional gift or grant to Panama? | 

(5) Would the Department be good enough to furnish us with a 

copy of any directions or instructions or requests which it received . 
- from the Panamanian Government touching the matter of the accrued 
annuity payments and also a copy of the instructions which were sent 

by the Department to the Chase Bank in connection with its delivery 
to the Bank of the two checks sent to the Bank on account of the pay- 
ment of the Canal annuity? These would be most helpful to us in 
understanding the questions involved in connection with this Canal 

22 General Treaty of Friendship and Cooperation, Department of State Treaty 

Series No. 945, or 53 Stat. 1807. 
8B Treaty for a Ship Canal, Department of State Treaty Series No. 431, or 

33 Stat. 2234.
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annuity issue. We understood from you that it might be possible to __ 
send us a copy of these instructions. ) a 

| A knowledge of the Department’s position on these matters, would 
| enable the Council, representing the bondholders, to make to the | 

| Department a better presentation of the rights of the bondholders than 
would otherwise be possible. Oo Ho 

: Faithfully yours, | s,s Francis WHITE 

711.1928/898 So | , | 

| The Assistant Secretary of State (Berle) to the President of the 
Foreign Bondholders Protective Council, Inc. (White) 

re | _- -‘Wasutneron, October 27, 1939. 

- My Dear Mr. Wurrte: I have received your letter of October 19, __ 
1939 wherein, on behalf of the Foreign Bondholders Protective Coun- — 

- cil, and as bearing upon its relation to the rights of the holders of 
bonds of the Republic of Panama, you submit several questions to the 

| Department. » | | : ee 
By way of reply I refer in the first instance to the following provi- 

sions of Articles VII and XI of the General Treaty of March 2, 1936 
between the United States and Panama: oe oe 

“Beginning with the annuity payable in 1934 the payments under 
Article XIV of the Convention of November 18, 1903, between the 
United States of America and the Republic of Panama, shall be four 
hundred and thirty thousand Balboas (B/430,000.00) as defined by 

| the agreement embodied in the exchange of notes of this date. The 
United States of America may discharge its obligation with respect 
to any such payment, upon payment in any coin or currency, pro- 
vided the amount so paid is the equivalent of four hundred and thirty 
thousand Balboas (B/430,000.00) as so defined.” (Article VIT) 

“The provisions of this Treaty shall not affect the rights and obli- 
gations of either of the two High Contracting Parties under the 
treaties now in force between the two countries, nor be considered 
as a limitation, definition, restriction, or restrictive interpretation of 
such rights and obligations, but without prejudice to the full force 
and effect of any provisions of this Treaty which constitute addition 
to, modification or abrogation of, or substitution for, the provisions 
of previous treaties.” (Article XI) 

In relation to the reference in Article VII of the Treaty to an. 
agreement embodied in an exchange of notes, I invite your attention 
to the notes attached to the Treaty as exchanged March 2, 1936 in 
regard to the Monetary Agreement of June 20, 19047 between the 

United States and Panama wherein reference is made to “the neces- 

“ Effected by an exchange of notes, not printed.
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sary condition of the Agreement that the standard unit of value of 
the Republic of Panama, the Balboa, should continue at a parity at 
the rate of one dollar for one Balboa”.. A further statement is con- 

tained in these notes that “it has also been recognized that in the 
Republic of Panama and in the Canal Zone silver Balboas and frac- 
tional currency of the Republic are circulating together with United | 
States currency at the rate of one Balboa for one dollar”. = 

Further replying to your inquiries I advise you that the annuity | 
provided for in the Treaty of 1936 is not considered as the equivalent 
of the annuity for which provision is made in Article XIV of the 
Convention of 1903, but it is considered that $250,000 of the new 
annuity is equivalent to the former annuity and that the excess over 
that amount is intended as an additional grant to Panama made in | 
consideration for grants made to the United States in the Treaty of 
1986. , | a 

I also wish to refer to your request for copies of communications 
| from the Government of Panama, and between this Department and 

the Chase National Bank, regarding the accrued annuity payments. 
Inquiries have been made in order to ascertain if the Panamanian 

| Government has objection to the disclosure of these official documents. 

_ If there are no objections, I shall take pleasure in sending to you in 
the very near future, copies of the relevant notes and letters2® __ | 

Sincerely yours, a Avotr A. BER.E, JR. 

* These were sent on November 2, according to a letter of that date from Mr. 
Berle to Mr. White. | :
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| ARRANGEMENTS FOR THE EXTENSION OF FINANCIAL ASSISTANCE 
BY THE EXPORT-IMPORT BANK OF WASHINGTON TO THE GOVERN- | 

MENT OF PARAGUAY | CO ne 

| 834,51 /267 a So Oo | Oo 
Memorandum of Conversation, by Mr. Andrew EF. Donovan Il of the | 

SO Division of the American Republics = > 

Oo | | [Wasuineron,] April 20, 1939. 

, Participants: José F. Estigarribia, Minister of Paraguay; a 
— Dr. Feis; Mr. Collado;+— | 

Mr. Briggs;? Mr. Donovan. | | 
| | _. Mr. Butler; * | ve - 

The Paraguayan Minister called by appointment at 3 p. m. on 
| | April 19, 1939. After Mr. Briggs had explained that the Department 

desires to assist the Paraguayan Government in whatever way may be 
proper, he explained that it had been thought desirable to have a full 
and frank conference with the Minister in order to determine the 
most effective manner of helping Paraguay. | - 

General Estigarribia, after describing the economic plight of his 
country following the Chaco War, said that he personally is con- 

| vinced that the development of roads through the agricultural portion 
of the country east of Asuncién is the most important step at the 
present time. He said that it was planned to construct a road from 
Asuncién to the Brazilian frontier at Iguassi but that only the first 
section of this road, from Asuncién to Villarrica, would be under- 
taken at this time in order not to assume greater obligations than 
Paraguay could pay. General Estigarribia explained that this road 
would follow the course of the railway for but a relatively short | 
distance, approximately to Loque and would then swing north to 
Tobati and would proceed north of Valenzuela, through Ajos, and 
then south to Villarrica. He explained that this section would cost 
approximately $3,500,000; would take three years to build; and that 
not only would it be a splendid step for Paraguay but that at the same 

: time it would give employment to demobilized officers and soldiers. 

* Herbert Feis, Adviser on International Economic Affairs. 
* Ellis O. Briggs, Assistant Chief of the Division of the American Republics. 
* Robert H. Butler, Assistant Chief of the Division of the American Republics. 
“Emilio G. Collado, of the Division of the American Republics. 
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The General then said that the contract with Colonel Taylor had 
not been signed as certain minor revisions were necessary to make it 

acceptable to the Paraguayan Congress. He said that the Taylor | 

- group, which he explained had been formed only for this purpose, 

proposes to sign a contract for the construction of this road and that. | 

Paraguay should pay it with funds advanced by the Export-Import 

Bank. — | | — SO | | 

- Mr. Briggs thereupon gave a short explanation of the functioning 

of the Export-Import Bank in cases of this nature and referred 

briefly to the plan which had been worked out with the Haitian | 

Government. He said that the Department would consult the Gov- 

ernment departments involved and draw up an explanatory memo- 

randum for the Minister, to be ready in approximately a week. | 

- General Estigarribia then said that a second matter of great im- 

portance was to obtain a fund which might be used as a gold backing 

for the Paraguayan peso. He explained that the Government “ex- 
- propriates” fifty percent of all exchange produced by exports, paying 

the exporters in Paraguayan currency. He said that this foreign | 

exchange is supposed to be used to back the peso but that due to war | 

necessities, it had all been spent and there is now very little gold 

backing. He said that if a credit could be obtained in the United | 

States which would give confidence in the value of the peso, the ex- | 

change collected each year, which he estimated at a minimum of 

$2,000,000, could be used for public works in Paraguay and for the | 

purchase of the necessary agricultural machinery, etc., to develop 

thecountry. = © oe OC Oo 

Dr. Feis said that the Department would give this phase of the _ | 

matter every consideration but pointed out that the creation of a 

credit of this nature required Congressional action as in the Brazilian | 

case, but that the Department would discuss it with the Treasury : 

and include in its memorandum such recommendations as might be 

possible. | ee 

884.51/275 | : | a | 

The Paraguayan Minister (Estigarribia) to the Secretary of State 

. : | _ [Translation] © a _ 

ag Lo WasuHinoeton, June 13, 1939. | 

_Excersency: I have the honor to inform Your Excellency that on 

June 17 next I will leave by aeroplane to return to my country, where 

I must arrive before the end of the month because of matters related | 

to the coming constitutional change of Government which will take : 

place August 15 next. I truly regret that my stay in the United States 

- °Mr. Ustigarribia became President of Paraguay in August 1939. oo
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must be relatively very short. The extraordinary progress of this 
country in all matters is a perpetual source of education for all the | 
other new countries of our continent and we all have a great deal to 

| earn here. But above all, the cordial hospitality and the friendly _ 
- understanding which His Excellency the President of the United , 

| States as well as Your Excellency have consistently shown me have | 

| been for me a cause of satisfaction which I can never forget. They 
a reveal to me how sincere and effective is the determination of His 

__ Excellency President Roosevelt, in close collaboration with Your Ex- | 
cellency, to convert into reality the policy of true cooperation and good 

- will between the American Republics which the Government of the 

United States so wisely pursues. I carry to my country the most 
ardent admiration for the notable talents as a statesman of His Ex- 
cellency the President and for the high qualities of Your Excellency. 

: The peaceful and successful settlement of the boundary dispute — 
between Paraguay and Bolivia, which was agreed upon by the two 

| parties with the assistance of the six mediatory nations at the Chaco 
| Peace Conference,* leaves my country free to devote itself. to the con- 

7 structive task of developing its natural resources. Paraguay knows 
‘from bitter experience what sacrifices and what diversion of energies | 

7 from economic and social progress are imposed by war. It turnsfrom 
| the sword to the ploughshare with deep satisfaction, and as a result of 

the freely-expressed choice of the Paraguayan people. I realize, as 
do my fellow citizens, the magnitude of the task which faces us, but 
we are determined to succeed and to obtain those benefits of modern | 
civilization which will mean happiness and prosperity to the country. 

| The United States already has shown its desire to be of assistance 
through cooperation in the lending of experts on various subjects, and 
any further help which it now may be able to offer in the matters set _ 
forth below will strengthen and perpetuate those friendly ties which 
mark the cordial relations so happily existing between the two 

| countries. | | 

I 

In carrying out its desire of encouraging the expansion of produc- 
| tion of appropriate non-competitive agricultural products which will 

: complement production in and furnish the United States with neces- 
sary and assured sources of supply, the Government of Paraguay 
greatly appreciates the cooperation which is being extended by the 
Government of the United States in the study and development of such 
products. My Government considers that the development of the 
nation’s economy and natural resources and of economic relations 
between Paraguay and the United States may further be stimulated 
by the provision of adequate transportation facilities linking the coun- 

° See Foreign Relations, 1938, vol. v, pp. 89 ff. . | :
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try with the capital and with the principal routes of communication 
to foreign nations. In order to make possible this extension and 
improvement of the transportation facilities of Paraguay and the 
development of other projects designed to increase the productive | 
capacity of my country and its commerce with the United States, the 
Government of Paraguay requests the extension of credit facilities 
for the financing in the United States of equipment, materials and 
essential services. : | | a 

| | i | 

The expansion of Paraguayan foreign commerce and economic rela- 
tions with the United States would be further encouraged by the 
carrying out by the Government of Paraguay of a policy of meeting | | 
promptly commercial obligations to United States nationals and con- 7 
cerns and reducing seasonal and unusual fluctuations in the rate of 
exchange of the peso. To carry out this policy, credit in United States 
currency to the Banco de la Republica del Paraguay would be 
desirable. | - a 

| | III | | oe 

Recognizing the valuable contribution which new foreign capital 
and technical experience may make to the development of Paraguay’s _ 
natural resources I wish to assure Your Excellency that it is the inten- : 
tion of the Government. of Paraguay to accord every appropriate | 
protection and security to encourage such investment by United States | 
citizens. a | | | | 

Before closing, I wish to express to Your Excellency the conviction 
of the Paraguayan people, and my own, that with the realization of | 
the program outlined above, there will be assured the prompt economic 
and financial rehabilitation of Paraguay whose progress, through the 
assistance of the United States, will be yet another factor in the collec- 
tive security of the Continent to which all Americans aspire. 

I take advantage of this opportunity to reiterate to Your Excellency 
the expression of my personal gratitude to His Excellency the Presi- 
dent of the United States as well as to Your Excellency and beg 
[ete.] José F, Estr¢arrisia 

834.51 /275 | 
The Secretary of State to the Paraguayan Minister (Estigarribia) 

WASHINGTON, June 13, 1939. 

Excetency: I have received with pleasure your communication of 
June 138, 1939 with reference to the possibilities of increased economic
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| cooperation between the United States and Paraguay which I have 
discussed with you from time to time during the period of your | 

| residence in Washington. You.also inform me of your early depar- 
ture for your own country due'to the change in Government which is 
to take place in Paraguay on August 15. eo ) 

Please accept once again my sincere congratulations on your election 
to the high office of President of Paraguay, and my assurances of the 

| personal pleasure afforded me by our association during your mission 
in Washington. Your generous comment with respect to President 

a Roosevelt and myself is very deeply appreciated. It has been for us 
a pleasure to have given you the full measure of our assistance and 
cooperation during your mission, and I wish to take this opportunity 
to assure their continuance during the period of your Presidency. 

| I am happy to learn of your wholehearted approval of the policy of 
inter-American cooperation which in the light of sombre developments | 
in other parts of the world takes on added importance. 

a I appreciate the problems confronting your country as a result of 
the Chaco war and in connection with the development of its resources , 
and I am sure that our two Governments can cooperate with mutual | 

| advantage in solving these problems. The United States is very 
pleased to have had a part in bringing to a successful conclusion the | 

| negotiations at Buenos Aires which culminated in the Treaty of July 
21, 1938, between Paraguay and Bolivia,’ thus bringing to an end a 
long and costly dispute in a manner which presents to the world a 
striking proof of the fact that international disputes can be settled by 
peaceful means. — | a | . 

I am pleased to note the generous appreciation of the Government 
of Paraguay for the cooperation being extended by my Government 
in studying and encouraging the expansion of production of appro- 

: priate noncompetitive agricultural products which will complement 
| production in and furnish the United States with necessary and as- 

| sured sources of supply. Moreover, the opinion of the Government 
of Paraguay that the development of the nation’s economy and natural 
resources and of economic relations between Paraguay and the United 
States may further be stimulated by the provision of adequate trans- 
portation facilities appears to me to be well founded. I am informed 
that the Export-Import Bank has found it possible to assist in the 
attainment of this objective by arranging the financing in the United 

| States of equipment, materials and essential services for the extension 
and improvement of the transportation facilities of Paraguay and 

* Bolivia, Ministerio de Relaciones Exteriores, Coleccidén de Tratados Vigentes 
de la Republica de Bolivia, vol. v, p. 331.
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for the development of other projects designed to increase the pro- 
ductive capacity of your country. - 

It | 

My Government is pleased to note that it is the desire of the Gov- 
ernment of Paraguay to encourage the expansion of Paraguayan for- 
eign commerce and economic relations with the United States by 
carrying out a policy of meeting promptly commercial obligations | 
to United States nationals and concerns and reducing seasonal and 
unusual fluctuations in the rate of exchange of the peso. I am further 
informed that the Export-Import Bank has agreed to assist in the | 
carrying out of this policy by the extension to the Banco de la Re- 
publica del Paraguay of a credit.. A communication in regard to 
these matters has been addressed to you by the President of the Ex- 
port-Import Bank. | | 

: mI a | | 7 

I also have noted with gratification the assurance that it is the in- 
tention of the Government of Paraguay to accord every appropriate 
protection and security to encourage the investment of capita] and 
technical experience of United States citizens in the development of 
Paraguay’s natural resources. 

It is the sincere hope of my Government that the arrangements 

outlined in the foregoing paragraphs will be carried through success- __ 

fully, that they will result in genuine advantages to both countries, 
and will furnish another example of the mutually profitable cooper- 
ation possible among the American republics. 

Accept [etc.] , Corpett Hor. | 

884.51/277 | 

The Paraguayan Minister (Estigarribia) to the Secretary of State : 

| WASHINGTON, June 138, 1939. 

Exceitency: I have the honor to refer to your communication of 
this date regarding arrangements for credits to the Banco de la Re- 
ptiblica del Paraguay and for public works purposes. | 

It is my opinion that it would be highly desirable for the Banco 
de la Repiiblica del Paraguay to secure the services of a competent 
United States technical expert on international financial matters for 
the period during which the above-mentioned credit to that Bank is 

 ®In a letter dated June 13, 1939, the President of the Export-Import Bank 
of Washington agreed to the establishment of credit for the Banco de la Re- 
ptiblica del Paraguay not to exceed $500,000 to be utilized prior to June 30, 1941. 

293800—57—49
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| extended, in order to assist that institution in the attainment of the 
policy of the Government of Paraguay of stimulating the expansion 

: of Paraguayan foreign commerce and economic relations with the | 

-- United States by meeting promptly commercial obligations to United 

States nationals and concerns and reducing seasonal and unusual fluc- 
tuations in the rate of exchange of the peso. I should be deeply grate- 
ful if you would take the necessary steps to secure a suitable person 

for this post. 7 : 
Accept [ete. ] José F. EstiGaARRIBIA 

834.514 /26a : Telegram : 

The Secretary of State to the Minister in Paraguay (Howard) 

7 WaAsHINGTON, July 20, 1939—4 p.m. 

11. In connection with the recent arrangements for economic co- 

operation with Paraguay, the Paraguayan Legation in Washington 

has signed a contract for the services of Eric F. Lamb as adviser to 
the Banco de la Republica during the period credits are extended by 
the Export-Import Bank to the bank. Mr. Lamb has been employed 
until recently by the Federal Reserve Bank of New York and will 
sail from New York for Buenos Aires on July 21 on the S. 8. Southern 
Prince accompanied by his wife. 

| | Hou 

834.51/287 a 

The Minister in Paraguay (Howard) to the Secretary of State 

| No. 952 | Asuncion, September 21,1939. 
| [Received September 29.] 

Str: I have the honor to refer to despatch No. 929, August 31, 1939 ° 
reporting that the Estigarribia administration had submitted to Con- 
gress its projects for obtaining credits to stabilize the peso and build 
public works. 

Early last week the project of law authorizing the Bank of the 
Republic to contract a credit of up to $500,000 with the Export-Import 

Bank was passed, and on Friday, September 15, the project for a high- 
way to Villarrica, sanitation works in Asuncién and minor port 
works, at a total value of approximately $3,000,000, received final 

approval in the Senate and was sent to the Executive Power for action. 
Respectfully yours, FINDLEY Howarp 

* Not printed. |
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884.51/208 | | a 

| The Paraguayan Minister (Fernandez) to the Under Secretary 
, of State (Welles) | 

_ | | Wasuineton, November 24, 1939. 

Dear Si: I take pleasure in sending you, herewith, the memoran- 

dum, which you had the goodness to request of me, relative to the 

increase of the credit to the Bank of the Republic of Paraguay. 

Placing myself at your disposal for any clarification regarding 

the subject in question, I take pleasure in expressing to you my 

distinguished consideration. , 
| Horacio A, FERNANDEZ 

_[Enclosure—Translation] | 

| The Paraguayan Legation to the Department of State — 

MeEMoRANDUM | 

At the Consultative Meeting held at Panama by the Foreign Min- | 

isters of the American Republics?° on October 3, the Resolution was | 

approved declaring that “it is desirable and necessary, now more | 

than ever, in view of present circumstances, that close and sincere } 

cooperation be established among the American Republics in order 

to protect their economic and financial structure, maintain their 

- fiscal equilibrium, assure the stability of their currencies, promote and 

expand their industries, intensify their agriculture and develop their 

commerce.” ™ | . | 

The United States, in carrying out its policy of financial cooperation a 

with the American Republics, anticipated the resolutions passed at 

the Conference of Panama. , ae 

| Paraguay is one of the countries which has received the financial 

collaboration of the United States Government, through the granting — 

of special credits intended for the execution of public works and to — 

meet the needs of the trade between the two countries. 

The Bank of the Republic of Paraguay has at its disposal a credit 

extended by the Export-Import Bank of Washington amounting to 
$500,000, intended for the purpose of stimulating the expansion of 

Paraguayan foreign commerce and economic relations with the United 

States, and to meet the commercial obligations with the said country 
and, likewise, to regulate the fluctuations of the rate of exchange. 

* See pp. 15 ff. 
1 Report of the Delegate of the United States of America to the Meeting of the 

Foreign Ministers of the American Republics Held at Panamd, September 23- 
October 8, 1989 (Washington, Government Printing Office, 1940), p. 50. 

293800—57—-_50
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| The granting of this loan to the Bank of the Republic of Paraguay 

was concluded before European events had reached a crisis, and itcan __ 
| be affirmed, that in determining the amount thereof the dislocations 

| | _ ereated by the European war in the régime of international commerce 
| could not be taken into account. | a 

The European war has caused great disturbances in commercial 
relations. International trade has been restricted and some tradi- 
tional markets of Paraguay have been closed, not only to importation 

, but to exportation... a 
- This diversion of the trade of Paraguay will be intensified until 
the United States will become the most important commercial center _ 

| of acquisition, a circumstance which must be taken into account in 
| connection with the Bank of the Republic, an official institution 

charged with facilitating dollar exchange to pay for imports. 
oe Previous permits for imports from the United States give the 

| | following figures since the date on which the Comptroller of Imports 
was established: | a | 

June. ee $68,445.55 | 
July. eee. 84,7072 

- August... 2... 2. . $188,946. 74 : oe 
oe September ............ $141,818. 49 - 
a : October... ........... $153,978.65 (until October 17) 

| ee $572,891.15 © CO 

__ A noticeable increase is observed.in the volume of imports from 
| the United States since just before the war. | oe 

- This month the amount of the permits will be much larger and the 
proportion will increase if the European war lasts a long time. 

In view of the foregoing circumstances, and ‘as a measure of fore- 
sight, it would be necessary for the credit of $500,000 extended: to the 
Bank of the Republic, and which will be used to meet: the payments 
for the purchases made in the United States and guarantee the 
stability of the currency indispensable for the security of engage- 
ments contracted in the United States, to be increased in the amount 
of $500,000 more, under the same conditions as the previous one. 

_ The Bank of the Republic has scarcely begun to make use of the 
said credit and will soon have to do so on a larger scale in order to 
facilitate to Paraguayan commerce its purchases in the United States, 
In former years, without the canalization of the commerce of Para- 
guay toward the United States having occurred, it reached an average 
amount of $650,000. | | 
WasHINcToN, November 24, 1939. _ 7
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884.51/295 CO ape te | a 

Memorandum of Conversation, by Mr. Andrew EF’. Donovan IT of 

5. the Division of the American Republics , 

0  PWasutneton,] December 6, 1939. | 

Participants: Dr. Fernandez, Minister of Paraguay; SO | 

“Mr. Warren Lee Pierson, President, the Export-Import 
Oo Bank; eae ere 

Mr. Donovan, - 

Dr. Fernandez, the new Paraguayan Minister, called on Mr. Pierson | | 

of the Export-Import Bank onDecember 6, 1939. Taccompanied him | 

to interpret if necessary... ne oo : 

- The Minister explained that he had communicated to this Depart- os 
ment the desire of his Government to have an additional credit of | 

$500,000, necessitated by the large increase in imports from the | 

| United States, a diversion of trade which he thought would be per- 

manent. — | | 

--Mr. Pierson said that he viewed the Paraguayan request with the 
greatest sympathy and fully understood the economic difficulties fac- oO 

ing that country. He said, however, that the first difficulty was a | 

lack of funds, at least at this time, adding that it would be possible | 
to reconsider the matter when and if the funds of the Bank were 

increased. He said that before proceeding with further credit ar- 

rangements it would be well to see how the present arrangement is | 

- working, pointing out that in addition to the $500,000 credit, the 
Banco de Ja Repiblica should soon feel the effect of the additional 

foreign exchange which will be brought into the country through | 
dollar expenditures on the road building project. The Minister in- , 
terposed that these two matters were entirely separate, the $500,000 , 
credit having been made to the Bank while the road funds were an 
obligation of the Government. He said that he feared, as did Gen- 
eral Estigarribia, that with the rapid increase in imports from the 
United States this credit would be exhausted and merchants clamor- 

ing for exchange in the free market would have an unfortunate effect 
on the exchange rate. Mr. Pierson then said that with the additional 

funds coming in from the road construction program he thought 
this danger limited. | 

Mr. Pierson continued that while the moment was not ripe for an 
additional credit, he would continue his careful consideration of the 
matter but before proceeding further wanted more detailed infor- : 
mation from Mr. Lamb and from the Banco de la Repiblica re- 
garding its actual position, explaining that as it is now prepared, its | : 
balance sheet leaves much to be desired. Hesaid that Lamb was work-
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_ ing with the Banco and that undoubtedly the information would be 
available. He also spoke of additional data on imports and exports __ 

_ and the foreign exchange reserves of the Banco, explaining that he 
| would have to have this detailed information in order to base his _ 

. | actions on a sound banking basis. He handed the Minister a short 
informal memorandum outlining the foregoing points and reiterated 
that he would gladly reconsider the matter at a later date, suggesting 
that at the end of three months the situation would be much clearer — 

| and that perhaps at that time, when the full effect-of the credit oper- 
Oe _ ation and road program could be seen, Paraguay might find that it 

| did not need an additional credit. | | a 
| | While the Minister apparently undgfstood Mr. Pierson’s remarks, 

_ he was obviously disappointed but went away somewhat cheered by __ 
_ the prospect of renewing his request later. - ae



| PERU | 

PRELIMINARY DISCUSSIONS RESPECTING A TRADE AGREEMENT 
BETWEEN THE UNITED STATES AND PERU? | | 

611.2381/151 | | ee oe 

The Peruvian Ambassador (Freyre) to the Secretary of State _ | 

| | Wasuineton, November 2, 1939. | 

Your Excrtzmncy: I have been instructed by my Government to 
inform Your Excellency, as I hereby have the honour to do, that they _ 
are prepared to prosecute the negotiations for a Treaty of Commerce _ 
between Peru and the United States. | | _ 

Mr. Juan Chavez, Commercial Counselor of the Embassy, and — 
Mr. Pedro G. Beltran, Special Peruvian Commercial Delegate, have / 
been designated to represent the Embassy at the proposed negotia- | | 
tions, which it is to be hoped may be initiated at an early date. 

| Please accept [etc. | M. ps Frere y S. 

611.2881/158 | oe 

Memorandum of Conversation, by Mr. H. Gerald Smith of the — 
| Division of Trade Agreements 

| . [WasHineton, ] November 14, 1939. : 

- Participants: Sefior Juan Chavez, Commercial Counselor, Peruvian 
_ Embassy; | 

Sefior Pedro Beltran, Special Commercial Delegate 

of Peru; 
Mr. Hawkins; ? 
Mr. Smith. 

Sefior Chavez and Sefior Beltran called by appointment to continue 

the preliminary discussions initiated on November 9 at an introductory 

meeting with Assistant Secretary Grady for the purpose of exploring 

the possibilities of establishing a basis upon which negotiations for 

a trade agreement between the United States and Peru might be 

undertaken. 

1 Continued from Foreign Relations, 1938, vol. v, pp. 831-874. | 
? Harry C. Hawkins, Chief of the Division of Trade Agreements. 

769
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, The history of preliminary conversations which took place in Lima 
| in 1938 looking to the establishment of a mutually satisfactory basis _ 

| for trade-agreement negotiations was reviewed by Mr. Hawkins who 
pointed out that those conversations hid not resulted in the establish- 
ment of such a basis, principally on account of the apparent reluctance 

. of the Government of Peru to extend to the commerce of the United 
| States tariff concessions granted by Peru to Chile in the trade agree- 

ment between those two countries. = a 
Sefiores Chavez and Beltran were furnished with copies of the draft 

| general provisions developed by this Government for use. in trade | 
- agreements and each one of the articles in that draft was reviewed — 

| and explained. to the Peruvian representatives, who indicated that 
_ they did not believe that their Government would have any great 

difficulty in accepting them in substance, with the exception of the 
article dealing with most-favored-nation treatment. A considerable 

_ discussion followed on the latter point and the previously expressed _ 
attitude of this Government was conveyed to Sefiores Chavez and 

| | Beltran that in a trade agreement with Peru we might be willing to 
permit certain exceptions to unconditional-most-favored-nation treat- | 

- ment in connection with Peruvian concessions granted to Chile, pro- 
vided those exceptions did not affect any articles of substantial com- 
mercial interest to the United States. There then followed a discussion 
of the various products on which Peru grants exclusive concessions to 
Chile. It was pointed out to the Peruvian representatives that of those 
products the United States would expect in any trade agreement with 
Peru to receive unconditional-most-favored-nation treatment with re- 
spect to the following articles and possibly some others: lumber, fresh 
fruits, dried fruits, oats, wheat, canned fruits, canned vegetables, 
canned milk and sewing machines. It was indicated that the products 
mentioned above, listed in their approximate order of importance to 
the United States, were entirely distinct from any other products on 
which the United States might desire to receive concessions in a trade 
agreement with Peru, and the foregoing minimum list referred only 
to those items on which exclusive tariff concessions were granted by 
Peru to Chile. | | 

A general discussion followed as to the establishment of a basis 
for trade-agreement negotiations and the time at which such nego- 
tiations might take place. The Peruvian representatives stated that 
their instructions from their Government expressly stipulated that 
none of the concessions extended by Peru exclusively to Chile could 
be extended to the United States, and they did not feel that they 
could ask their Government to recede from its position on this ques- 
tion unless they could present some indication of the concessions which 
might be secured from the United States in a trade agreement. It
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was emphasized to Sefiores Chavez and Beltran that no commitments 

could be given with respect to any products on which this Govern- | 

ment might consider granting concessions in a trade agreement prior 

to the giving of the usual public notice of intention to negotiate, the 

receipt of views submitted by interested persons in this country in | | 

writing and orally; and full consideration of such views by the trade- 

agreements organization. It was pointed out by Mr. Hawkins that | 

in as much as the trade-agreements organization was now extremely 

occupied with pending negotiations with several countries, it was not 

believed that it would be possible to undertake at this time any de- | 

tailed consideration of a trade agreement with Peru, but it would be 

helpful for future use if the Peruvian Government were to study the 
position of this Government with respect to the exclusive preferences 
granted by Peru to Chile. a 

7 It was agreed that a further conversation would be held on the 
following day. | | | 

611.2831/157. oe : a | | 

Memorandum of Conversation, by Mr. H. Gerald Smith of the 

Division of Trade Agreements | 

| [Wasuineron,] November 15, 1939. _ | 

Participants: Sefior Juan Chavez, Commercial Counselor, Peruvian | 

oO - Embassy; 7 a | 

-  — Sefior Pedro Beltrén, Special Commercial Delegate 

po of Peru; | a 7 

i _ Mr. Hawkins; a | | 

Mr, Smith. - . | | 

~ Sefior Chavez and Sefior Beltrén called by appointment to continue 

the conversation held on the previous day with respect to the possi- 

bility of establishing a basis for trade-agreement negotiations between 

the United States and Peru. | 
Mr. Hawkins indicated again that trade agreements now under 

negotiation with several countries would completely occupy the time 

of the trade-agreements organization, probably until at least the end 

of the present.year. Shortly thereafter the Trade Agreements Act,’ 

which expires June 12, 1940, may come up in Congress for renewal 

and probably will not be disposed of before March. This would im- 

pose an additional burden on the trade-agreements organization, in- 

volving the preparation of memoranda for Congressional committees 

® Approved June 12, 1934, 48 Stat. 943 ; extended by Joint Resolution of March 
1, 1937, 50 Stat. 24.
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_ and the answering of the large volume of correspondence to which the _ 
consideration of a question of this kind in Congress gives rise. Mr. 
Hawkins indicated that under such circumstances it would not be 

: possible to undertake trade-agreement negotiations with Peru in the 
immediate future. a | 

: It was agreed, however, that further preliminary conversations 
| might be held looking to the establishment of a basis for negotiations 

| so as to be ready if it should become feasible and desirable at some 
future time to proceed with such negotiations, and it was decided that 
another meeting would be held on November 30. | 

611.2331 /165 a | ; oe 

Memorandum of Conversation, by Mr. H. Gerald Smith of the 
Division of Trade Agreements - | 

, ) [Wasuinaton,] November 30, 1939. 

Participants: Sefior Juan Chavez, Commercial Counselor, Peruvian 
Embassy ; | 

| _ Sefior Pedro Beltran, Special Commercial Delegate 
of Peru; | , 

Mr. Hawkins; ~ | 
| _ ~ Mr. Smith. | 

_ Sefior Beltran and Sefior Chavez called by appointment to continue 
the discussions of the previous day regarding the possibility of estab- 

oe lishing a basis for trade-agreement negotiations between the United 
States and Peru. Sejior Beltran furnished a list of the products ‘ 
on which Peru might be interested in securing concessions in a trade 
agreement and a general discussion took place out of which the 
following points emerged : | 

1. Mr. Hawkins indicated that the trade-agreements organization 
was not in a position at this time to give definitive consideration to 
the possibility of a trade agreement with Peru, and particularly with 
respect to sugar, that it would not be possible to consider this item 
until the domestic situation with respect to quotas, et cetera, had been 
clarified. It was pointed out, however, that studies would be under- 
taken as rapidly as possible on the various items on which the Peruvian 
Government had expressed interest. 

2. Sefior Beltran made it clear that particularly with respect to 
sugar, the situation in Peru was critical and would remain so during 
the next four to five months until the current crop had been sold. He 
stated that it was highly important that Peru secure a greater outlet 
for its sugar in the United States market. 

* Not found in Department files,
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3. Sefior Beltrin also indicated that if the economic situation in | 
Peru, particularly regarding sugar, could not be improved through 
a trade agreement with the United States, Peru would undoubtedly 
have to seek a barter or some similar arrangement with the United : 
Kingdom or France. 

It was agreed that the conversations would be renewed in January _ 
when Sefior Beltran had returned from Lima. __ 

DISCUSSIONS REGARDING ARRANGEMENTS FOR ECONOMIC oo 

- COOPERATION BETWEEN THE UNITED STATES AND PERU 

823.51/1279 : Telegram os 4 . , | : 

The Chargé in Peru (Dreyfus) to the Secretary of State 

, | Lama, May 29, 1939—2 p. m. 
| [Received May 30—2: 08 a. m.] 

| 42, President Benavides took occasion of the luncheon given today 
in his honor aboard U. S. S. San Francisco to ask if I knew why the _ 

_ American Government is apparently discriminating against Peru in | 

the matter of loans. He mentioned recent negotiations with Brazil’ , 

and Colombia * and the invitation to the United States to the Chilean oe 

Minister of Finance.’ At first the President appeared perturbed 
and spoke in a somewhat threatening manner saying if Peru were | 
unimportant to the United States, it could turn to Germany and buy 

more things from her as Germany was anxious to get more Peruvian — | 

: cotton. The President, quite irrelevantly, said Peru had tried to do | 

| the right thing by the United States in building its section of Pan- 
American Highway, = © SS 

I said I was not well informed in this matter but if there was any | 

reason for what appeared to him as a lack of consideration on, the | 

part of the United States perhaps it might be because Peru has | 

made no effort to repay the loans of the American bondholders* or 

that when the matter of a trade treaty ® was broached Peru made no 

effort to meet the United States halfway. | 

The conversation was interrupted by the maneuvers of the planes 

after which the President resumed the conversation in a much more 

affable tone asking if I would be willing to find out why Peru had not 
been treated the same as the countries mentioned above. _ 

| DREYFUS 

* See pp. 348 ff. | 
“See pp. 469 ff. 
7 See pp. 439 ff. | 
8 See Foreign Relations, 1938, vol. v, pp. 874 ff. 
* See ibid., pp. 831 ff; also ante, pp. 769 ff. |
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$28.51/1279:: Telegram = ne o: . oe : 

| | ‘The Secretary of State to the Chargé in Peru (Dreyfus) 

| oe ~ WasHineron, June 3,1939—l p.m. 

| 37. For the Chargé d’Affaires from the Under Secretary.“ I dis- 
cussed with the Ambassador of Peru™ on May 31” the observations 
reported in your telegram no. 42, May 29,2 p.m. The Ambassador 

- will communicate to President Benavides the substance of our conver- 
gation but since the observations were made to you, I deem it im- 
portant that you also confirm my statements as soon as possible. — 

I informed the Ambassador that it is the policy of this Government 
to cooperate with the other American republics to the fullest prac- 
ticable extent and.that we are desirous of establishing satisfactory 
bases upon which an arrangement with Peru might be negotiated. To 
date no discussions have: been possible since an approach has not been © 

_made by that Government. : 
I pointed out that President Benavides has been misinformed with | 
respect to the negotiations which have taken place with Brazil and 

those now contemplated with Chile. In both cases the initiative came 

| from the.interested countries and the invitations were issued after de- 
termining that bases existed for positive economic cooperation between 

| - those countries and the United States. The fact that Brazil gave 
assurances that it would at an early date resume payments on account 
of interest and amortization on dollar bonds, thereby affording evi- 

| dence of good faith in meeting financial obligations, materially facili- 
tated the conclusion of a mutually advantageous arrangement for eco- 
nomic cooperation and financial assistance. In the case of Chile, 
assurances have been received that it is not the intention of that Gov- , 

| ernment to modify the existing debt settlement plan. The reference 

7 to Colombia is not clear since there have been no negotiations of the 
- character in mind between that Government and the United States. 

_ [also pointed out that this Government is desirous of improving the 
| commercial relations between the two countries by the conclusion of 

a trade agreement if mutually satisfactory bases for negotiations can 
be found. With that end in view exploratory conversations were 
initiated last year. However, the whole question is in abeyance await- 
ing the list of products requested last November which Peru would 
like to except in such agreement in favor of Chile. a | 

_ The Ambassador was reassured that this Government entertains a 
keen desire to cooperate in every practical manner with Peru. Fur- 
thermore the belief was expressed that with these explanations Presi- 

* Sumner Welles. Po 
* Manuel de Freyre y Santander.. : 
“? Memorandum of conversation not printed. |



dent Benavides would recognize that the United States has not been 
discriminating against Peru. ——-- a 

In the event that the President should make reference to the financ- 
ing. of the sale of hospital equipment to the National Social Insurance 
Institute requested in the early part of this year, you may say that 
the decision of the Export-Import Bank not to participate was predi- 
cated on the understanding that the Government of Perw was unwill- 
ing to work out an arrangement for the resumption of service on its 
present bonded obligations held in the United States. You may add 
that this action was not intended as an effort to exert pressure on the 

- Peruvian Government with regard to any specific proposals or terms | 
of settlenient of that debt; but rather it was the logical inability’of the 
Bank to undertake new financing pending a clarification of the atti- | 
tude of the Government of Peru with respect to previous obligations 
now in complete default. [Welles.] cE pam Se a 

823.51/1282: Telegram = a se 

‘Phe Chargé in Peru (Dreyfus) to the Secretary of State 

ee Twa, Sune 8, 1989—11 a. m. 
on gees 8 fea sek - [Received 3:47 p. m.] 

43. Referring to the Department’s telegram No. 37, June 3, 1 p. m., 
last evening I was able to confirm to President Benavides the sub- 
stance of the Under Secretary’s conversation on May 31 with the | 

_ Peruvian Ambassador, which had been already telegraphed to him 

The President said that in addition Ambassador Freyre had re-. 
ported that the Department would be glad to receive duly qualified 
representatives to discuss the possibility of economic cooperation be- _ 
tween Peru and the United States and that he would therefore send | 

a commission to the United States for this purpose without delay. 
However, with characteristic petulance the President found fault that 
the invitation extended to Peru was different from the one to Brazil 
and Chile as Peru was told that “it could send qualified experts” 
while from the other two countries “specific officials had been in- 
vited.” He went on to say that in the case of Brazil he could under- 
stand this special. courtesy because of our close relations but.as for | 
Chile he did not see any explanation for it remarking irrelevantly 
that the Chileans had ‘been buying up their depreciated bonds in the 
open market, a practice which he understood was disapproved in the. 
United States.’ I assured the President that in my opinion there 

was not the least intention at the Department ‘to discriminate against. 
Peru in any way. My explanation seemed to satisfy him only in part.
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Before I left the President said that he desired to express his 
| appreciation to the Department for its very prompt action in this 

matter. OE 
i Des 

828.51/1282: Telegram ae ne 
| | _ The Secretary of State to the Chargé in Peru (Dreyfus) a 

| oo Wasetneton, June 13, 1939—1 p. m. 
| 89. Your telegram no. 43, June 8, 11.a.m. There is no basis for 

| any feeling on the part of President Benavides that this Government 
| lacks desire to develop fuller and closer economic relations between 

_ the United States and Peru or is in any way discriminating in an- _ 
other’s favor as compared with Peru. It is hoped that you can con- 
vince President Benavides that this isso. _ _ —— 

Please inform President Benavides that this Government will be | 
| happy to welcome a mission here in Washington to discuss the means 

| . and terms for possible extension of economic cooperation between __ 
the two countries. When you convey this invitation please explain _ 
that the reason it is not extended to any designated official of the 

| Peruvian Government, which was the form followed in the case of 
the invitation to Brazil and Chile, arises from the fact that the in- 
vitation is being extended at an earlier and more preliminary stage 
of the discussions than was the case with Brazil and Chile. In these 
instances essential preliminary conversations had been conducted for 
a considerable time with officials of these Governments, in the one 

| case the Minister of Foreign Affairs of Brazil, and in the other the 
Minister of Finance of Chile, before invitations were arranged. It 
was then natural the invitations should be addressed to the particular — 
officials with whom the work had already been carried forward. 

In order that the discussions in Washington with the inevitable 
attendant publicity will have a successful issue it is essential, in the 
interests of both Governments, that there be a most careful and 
thorough preliminary exploration of the possibilities before a mission 
is sent. Please say to the President that your Government is confi- 
dent that he will agree upon the usefulness and importance of such 
prior exchange of views. a 

The Department will for its part carry forward its studies. As a 
counterpart it is suggested that the Peruvian Government undertake 
and present in memoranda form proposals, as specific in detail as may 
be possible, of what it believes desirable and feasible. This will 
enable us to determine what may be possible. This will prepare the 
way for a successful mission to the United States. |
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It may be useful to have you make clear to the President the type 
of cooperation that might be considered as illustrated by the arrange- a 
ments concluded with Brazil. Of course the form and scope of any 
arrangement with Peru must be determined primarily by the par- 
ticular set of facts that present themselves. You may furnish the 
President with a copy of press release no. 84 of March 9* outlining 
briefly the arrangements undertaken and the assistance contemplated. 

With regard to the reference made by President Benavides to the 
Chilean debt, you may point out that neither this Government nor 

_the Foreign Bondholders Protective Council condones the practice of | 
a debtor’s purchasing in the open market bonds which have been 
depreciated by the debtor’s failure to pay the interest on them. A 
settlement reached by negotiation between the interested parties which | 
provides for reasonable amortization operating concurrently with 
interest payments at some agreed rate, is not open to this objection. | 

| The Government of the United States does not conduct direct negotia- 
tions to determine the terms of debt adjustments, but it does endeavor 
in all appropriate ways to obtain consideration of the interests of 

_ American bondholders and to facilitate the negotiations of their | 
representatives. The question of the Chilean debt settlement was | 
fully discussed by the Foreign Bondholders Protective Council with ae 
the Chilean Government and the Council on October 24, 1938, after | 
analyzing the proposed settlement in detail, left “to each bondholder 
himself to determine whether or not he wishes to accept the amount of 
services offered.” You may add that it has been indicated to the . 

Chilean Government that an essential condition of any arrangement . 
for economic cooperation would be an assurance from the Chilean , 
Government that at least the present interest payments on the external 

debt be continued. 
In the case of Peru the Department has found it difficult to under- 

stand the attitude exhibited by the Peruvian Government in having 
assented to a settlement reached with the holders of the Guano Bonds 
whereas the negotiations on behalf of the American bondholders have 
not prospered and actually have been suspended regardless of the fact 
that the negotiator indicated a willingness to accept a settlement 
on a basis less favorable to the bondholders, in proportion to their | 
contractual rights, than the one concluded with the British group. 
You may find it expedient to repeat the statement made by the Under 
Secretary to the Peruvian Ambassador that “in view of our knowl- 
edge of the very favorable economic and financial situation of the | 
Peruvian Government, in which we all rejoice, it was very difficult 
to understand why no real effort had been made by the Government 

% Department of State, Press Releases, March 11, 1939, p. 174.
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7 to reach an agreement for the adjustment of the legitimate obligations __ 
_ to the bondholders.” You may also point out that Chile is now mak- 

ing substantial payments on account of service whereas the Peruvian 
_ dollar‘ bonds are in complete default and negotiations seeking a re- 

| sumption of payments have been suspended. a | 
~ It-is not clear from your telegram that the subject matter of the last 

| paragraph of the Department’s telegram no. 37, June 3,1 p.m. was 
discussed in your conversation with the President. Ifyou have not 

| already done so, you may, in your discretion, refer to that matter and 
convey the statements already authorized. _ a 

oe 823.51/1282 : Telegram oO Oo So aT oS 

os ‘The Secretary of State to the Chargé in Peru (Dreyfus) 5 

a mo _- Wasuineton, June 23, 1939—7 p. m. 
40. Please report by telegraph whether you have conveyed to Pres- | 

| ident, Benavides the substance of the Department’s telegram no. 39, 
June 13, 1 p.m. and whether he understands that. there must be a most 

me careful and thorough preliminary exploration of the possibilities 
before a Peruvian mission is sent to Washington. SO 

823.51 /1287 : Telegram | 7 | a 

The Chargé in Peru (Dreyfus) to the Secretary of State 

‘Lira, June 24, 1939—1 p. m. 
, : | ) | | [Received 2:51 p. m.] 

50. With reference to the Department’s telegram No. 40 of June 23, 
7 p.m. the Foreign Office has not yet been able to arrange my audience 

| with Benavides. The Foreign Minister** assures me that a time 
_ will be fixed early next week. However, the substance of the Depart- 

ment’s telegram No. 39, June 13, 1 p. m. was explained in detail to 
the Minister of Foreign Relations on June 15. The Foreign Minister 
informs me that he immediately conveyed this information to the 
President and that the latter already clearly understands that there 
must be extensive prefatory conversations before the commission 
departs. a 

- DreyFus 

* Wnrique Goytizolo.
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§23.51/1288: Telegram | . — Ce - 4 

The Chargé in Peru (Dreyfus) to the Secretary of State 

Be - Lama, July 8, 1939—9 a. m. | 

; a | -[Received 1 p. m.] 

52. Supplementing my telegram 50, June 24, 1 p. m., Foreign Minis- | 

ter has informed me that the President has appointed a commission 

to make a preliminary examination here of possibilities for economic 

cooperation between the United States and Peru. The Foreign 

- Minister also said the President intends to see me next week. | | | 

- . a DREYFUS 

—gagst/1806 - _ | 

The Peruvian Delegation to the Meeting of the Foreign Ministers | 

of the American Republics. Held at Panama, September 23—October 
_ 8, 19389, to the American Under Secretary of State (Welles) * | | 

: ee MEMORANDUM pe | 

a —, [Eranslation] . Co 

‘The justified fear of Peruvian agriculturalists that they will not 
be able to find in the near future buyers for cotton and sugar produc- 
tion because they consider the German market lost, which was ab- 

sorbing from 20% to 25% of our exports (presumably of cotton and , 

sugar exports only) and because they consider the British market 

doubtful, which was consuming up until now 35% of our exports, has 

aroused a lack of confidence and uncertainty in the holders of foreign 

exchange which has placed the stability of our currency in serious 

danger in the last days of this week. _ | - | 

The Government of Peru considers in the circumstances that the 

economic assistance which the United States has indicated it is. dis- 

posed to grant us may be placed in effect immediately to avoid the 

greater depreciation of the sol which our Reserve Bank already has 

great difficulty in preventing. | | 

: This considerable lack of exchange has already had as its first result 

the reduction and almost the paralyzation of importation of mer- 

chandise from the United States. OO 
An urgent and indispensable measure to remedy this situation would 

be the opening of a credit in dollars in the Export-Import Bank of 

Washington for the Reserve Bank of Peru which institution would 

distribute the credit among the Peruvian importers of North American 

merchandise. These importers would deposit in the Reserve Bank | 

Then at Panama as the United States delegate to the meeting.
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the equivalent amounts in soles, the liquidation between dollars and 
: soles to be effected at a rate of exchange to be determined. | 

The amounts thus deposited in the Reserve Bank to the credit of | 

| the Export-Import Bank would be balanced periodically in the future 
on bases that would be studied, one of which could be the value of — 
‘United States imports of Peruvian products. 

| | - Panama, September 23, 1939. — | | 

828.51/1307 On | | 
The Peruvian Delegation to the Meeting of the Foreign Ministers 

of the American Republics Held at Panama, September 93- | 
| October 3, 1939, to the American Under Secretary of State (Welles) 

| | [Translation] — 

) The Government of Peru takes the liberty to continue in its applica- 
tions for a credit in dollars concerning which it has been negotiating 

| to continue import trade with the United States which is completely 
| paralyzed at this time. CO | | 

_ Without prejudicing the possibility of arriving at a subsequent 
agreement and to alleviate the precarious situation the Export- 
Import Bank could grant immediately a credit of $6,000,000 to 
the Banco Central de Reserva del Peru to reestablish its commercial _ 
transactions. | | 

The credit would be used by the Banco Central de Reserva del Peru 
for imports from the United States, selling the exchange bills at the 
rate of the day and crediting this amount to the order of the Export- 
Import Bank, the total in dollar bills being represented by the equiv- 
alent amount in Peruvian currency. | 

The Banco Central de Reserva, in order to amortize the credit, 
would take the amount in dollars of the value of Peruvian products | 
sold in the United States. - 

The Peruvian Government would guarantee through the Banco 
Central de Reserva whatever difference might occur in the rate of ex- 
change at the time of liquidating the credit. 

The Government of Peru, which has learned that there have been 
recently granted similar credits to Bolivia, Chile, and Colombia, hopes 
that its request may be complied with, taking into consideration the 
current emergency situation. | 
Panama, October 1, 1939.
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823.51/1294 : Telegram 

The Chargéin Peru (Dreyfus) to the Secretary of State 

| | Lama, October 4, 1939—9 p. m. 
[Received October 5—1 : 36 a. m.] 

79. The Secretary General and the Chief of the Political Section of 
the Ministry of Foreign Affairs, both of whom are competent and | 
well informed officials, made statements to me which are of interest 
in connection with economic and financial cooperation with Peru that. 
may be undertaken as a result of the Panama Conference.’ They said 
that the Peruvian Minister for Foreign Affairs was very pleased by 
the sympathetic and helpful attitude shown by Mr. Welles. In com- 
menting upon possible assistance from the United States, they ob- 
served that Peruvian Government revenues have declined, that very 
little dollar exchange is available, and that Peru needs financial help 
to meet the war situation. They apparently expect that a representa-_ 
tive of the Export-Import Bank will visit Peru soon to discuss these 
matters. They indicated that in their opinion studies relating to a . 
possible trade agreement might be expedited by the Peruvian Govern- } 
ment, if a large enough loan could be obtained in the United States, | 
service on the defaulted bonds might be resumed. Aside from repeat- | 
ing that my Government naturally would welcome any progress toward | 
a solution of pending problems I made no specific comment. . 

The exchange situation continues unsatisfactory. The rate for the | 
dollar is officially held at 5 soles 36 cents although official quotations 
of sterling and other free exchanges are the equivalent of about 5.60 | | 

| soles per dollar. The National City Bank is receiving about 25% of | 
requirements for urgent coverage and about 10% of all requirements. 
The manager expresses the opinion confidentially that United States 
trade has not been seriously affected as yet but that it is doubtful if 
dollar exchange can be found to pay for any substantial shipments 
of merchandise that may be en route or for large orders that may 
be diverted from Europe to the United States. A serious problem of 
frozen commercial balances therefore may arise. He does not antici- 
pate exchange control legislation in the near future but if the present 
situation continues until a new administration takes office in December 
there may be such a backlog of funds awaiting exchange that control 

will be essential. 
Meanwhile, the local political situation remains confused and uncer- 

tain. It is most unlikely that the administration at present in power 
will allow the dollar to reach rates corresponding to those for other 

free exchange currencies or that it will adopt any financial measures 

% For correspondence concerning the Panama Conference, see pp. 15 ff. 

293800—57-——61
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| | that would mean the diversion of funds from the public works pro- | 

gram to.requirements for trade or other obligations. = | 

| 623.51/1297 a | 

: a The Peruvian Embassy to the Department of State... 

| oe MEMORANDUM 

- 1—Trade between Peri and the United States has practically | 
oo ceased, due to the impossibility. of obtaining dollars on the Lima > 

market. Moreover the demand made by American importers for the | 
equivalent of cash payment, increases the difficulty; = 
2.—In order to reestablish normal commercial intercourse with the 

United States, Perti requires without delay five to six million dollar 
credits; ee - 

8.—The Central Reserve Bank of Peri would handle these credits, 
selling drafts for the imports from the United States to Peri. Peru- 
vian importers would purchase from the Central Reserve Bank of 
Peri the drafts they need, paying for them in Peruvian currency at 
the exchange of the day. Thus, the total amount drawn in. dollars | 

| - would always be represented by Peruvian currency deposited in the 
Central Reserve Bank of Peri. The Peruvian Government would | 
guarantee, through the Central Reserve Bank of Perd, any difference 
in the type of exchange at the date of settlement; | | 

_ 4.—The Central Reserve Bank of Peri would apply to the amortiza- 
tion of these credits the amount paid in dollars by United States 
importers for Peruvian products; st OS 

| 5.—It would therefore [be] to the advantage of all parties concerned 
if means could be devised to intensify the sale of Peruvian products | 
in the United States. If for instance, the Export and Import Bank 
could take charge of marketing the sale in the United States of cer- 
tain Peruvian products, such as cotton, paying 80% of their value 

| upon delivery, and the 20% balance after the sale is effected. | 
6.—It would seem advisable that an expert from the Export and 

Import Bank should go to Lima to settle the matter as soon as the 
basis for an agreement, as herein outlined, has been reached. 

Wasuineton, October 4, 1939. | a 

823.51/1802a : Telegram rs 

The Secretary of State to the Chargé in Peru (Dreyfus) 

Wasuineron, October 31, 19389—2 p. m. 

66. In connection with our study of Peruvian requests for short- 
term credits, please inform the Department by telegraph regarding 
the following points: |
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1. Most recent position of the Central Bank, including, gold, for- 

eign exchange, banking rediscounts, credits to Government, note cir- 

culation, and deposits. (The most recent statement available here is 

that. of June 380.) : : ee 
9. Statistics since June of imports and exports. | 

| 3. What volume of transfer of interest and dividends is taking | 

place? Capital movement? oe 
' 4, Has any back-log of commercial exchange accumulated? | 

828.51/13803 : Telegram . : ol . ae 

—  -‘The Chargé in Peru (Dreyfus) to the Secretary of State | 

a os awa, November 4, 1989—3 a.m. 
| ee ee [Received 8:18 p. m.] 

| 93. The following numbered paragraphs refer to the same numbers | 

in the Department’s telegram No. 66, October 31,2 p.m: 0 
1. Central Bank bulletin for September gives balance as of August 

31 as follows: Intangible gold 38,784,832 soles; gold under article 
98 law 7,538 at 6,921,479; legal reserve abroad 2,079,988; excess re- 
serve in Peru in checks and securities 200,000; excess reserve abroad 
879,638; funds held abroad 1,320,593. Total of reserves and funds 
held abroad 51,571,565. Rediscounts to associated banks 19,627,625. 
Total of loans and credits and discounts to the Treasury 121,321,374. | 

Note circulation 121,645,230. Deposits 36,473,934. Manager of Banco 

Central confidentially stated note circulation increased to about 

136,000,000 middle September and was 132,072,750 on October 28. 
2. The latest import and export statistics are for the period ending 

September 30. See E and T report No. 91 dated October 26 ** and sent 
by air mail pouch of October 27. | | 

8. Earnings of American capital in this country are remitted prin- 

cipally in the form of commodity exports. Reference is made to the 
Consulate General’s report of September 29, 1938, on international 
balance of payments of Peru. Transfers of funds for the United 

States have been restricted by the high rate of exchange for dollars 

and the scarcity of dollar exchange. There is not sufficient accurate 
information obtainable to justify an estimate of the volume of trans- 
fer of interest and dividends and of capital movement. Additional 

background information will be sent by air mail despatch. 
4. Several estimates of the back-log of exchange accumulated from 

purely commercial transactions are as low as a million dollars but 
the Italian Bank on the basis of recent reports from other banks 
places the total at about 5,000,000. This does not include other funds 
waiting to be transferred such as the Electric Boat Company account. 

DreyFus 

17 Not found in Department files.
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| 828.51/1818 — re | 

ss The Chargé in Peru (Dreyfus) to the Secretary of State = 

: No. 1361 | : Lua, December 5, 1939. - 
| [Received December 12.] 

Sm: I have the honor to report upon statements made by President 
Benavides regarding possible assistance for Peru from the United 
States in the matter of the extension of credits by the Export-Import 

| _ Bank. The statements were made during the interview that took 
place when I accompanied Mr. Edward F. Roosevelt in his visit to the 
President to discuss Peruvian participation during the second year 
of the New York World’s Fair. - 

_ _ The gist of the President’s vehement remarks, which he emphasized 
| by pounding upon the arm of his chair, was that the United States | 

. seems to forget that there is a west coast of South America and is con- 
cerned only about the east coast countries, that in spite of friendly _ 
words there has been no action taken with respect to the extension of 

| credits to Peru by the Export-Import Bank, that no reply has been | 
received to Peruvian proposals (the President did not specify what 
proposals he referred to), that formerly credits were extended for 

Peruvian purchases of products imported from the United States but sy 
now cash is demanded, and that the present conditions interfere with 
trade between the two countries. He went on to comment upon the 
investment and trade opportunities in Peru. 

I reminded the President that the Department is under a great 
pressure of work at the present time, including such studies as the 
general program for inter-American economic and financial coopera- | 

_ tion, the special problems of individual countries, and the possible 
increase in the capital of the Export-Import Bank, and I told him that 
I was sure there was absolutely no discrimination in the case of Peru 
and that questions of interest to Peru are receiving the most careful 
consideration. -Mr. Roosevelt, to whom the President was very cor- 
dial, said that next year he hoped to be able to interest some of his 
associates in a study of investment possibilities in Peru. 

Part of President Benavides’ attitude may be due to what, I fear, 
is a none too friendly feeling towards the United States. It was — 
apparent on this occasion, as in the past, that he also does not under- 
stand the policies of the United States with respect to economic and 
financial cooperation with the other American Republics nor the 
nature and bases of agreements such as that between the United States 

and Brazil. President-elect Prado certainly will have a much better 
understanding of these economic and financial questions. 

During the interview President Benavides also made the statement 
that he will probably visit the United States early next year when he
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would take in the New York Fair. He added that he was desirous 
of getting away as soon as possible as he felt he would not get much 

rest if he remained in Peru after the inauguration. It will be re- 

called that the Peruvian Constitution provides that an ex-President 
of the Republic take a seat in the Senate for one term. | | 

_ Respectfully yours, Louis G. Drerrvs, Jr.
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NEGOTIATIONS RESPECTING A TRADE AGREEMENT BETWEEN THE | 
UNITED STATES AND URUGUAY 7 

| 611.8331/247a : Telegram ) : | — 

The Secretary of State to the.Chargé in Uruguay (Dwyre) 

| ee | | - Wasuineton, June 28, 1939—4 p. m. 

$8. In pursuance of the trade-agreement discussions in Montevideo _ 
| and in accordance with the procedure generally followed in trade- ; 

| agreement conversations, this Government now desires to ascertain | 
| what concessions the Uruguayan Government would expect in return 

for negotiating a trade agreement on our basis. As a result of ex- | 
haustive study of all products of which Uruguay is the chief or an 
important supplier to the United States, this Government is fully 

a prepared to give consideration to any request, within the authority 
| of the Trade Agreements Act, which the Uruguayan Government 

| - may wish to make in regard to the tariff treatment of such products. 
| A memorandum in this sense, which embodies this Government’s pro- 

| posed basis for a trade agreement (which is in line with the Fowler- 
| Sappington suggestions”), is being sent you by air mail for trans- 
a mission to the Uruguayan Government. A copy of the memorandum | 

is also being handed to the Uruguayan Minister here and a similar , 
memorandum is being presented to the Argentine Government. 

You should, unless you perceive objection, immediately inform 
the appropriate Uruguayan officials of the foregoing.2 You should 
strongly impress upon those officials the necessity of avoiding any 
publicity regarding both the nature of any trade-agreement discus- 
sions and the fact that such discussions are in progress. | 

Hou 

* Approved June 12, 1934, 48 Stat. 9483; extended by Joint Resolution of March 
1, 1937, 50 Stat. 24. 

*See footnote 3, p. 227. 
*In telegram No. 47, June 30, noon, the Chargé reported that a communication 

in the sense of this telegram was being sent to the Uruguayan Minister for 
Foreign Affairs (611.3331/248). 

736
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611.8331/248a a 

‘The Secretary of State to the Chargé in Uruguay (Dwyre) | | 

No. 152 _ ‘Wasuinerton, June 28, 1989. 
- Sm: There are enclosed a memorandum with enclosures* embody- _ | 
ing certain considerations and questions in regard to the basis for 
a possible trade agreement with Uruguay. You should, unless you 
perceive objection, present this memorandum and enclosures to the 
Uruguayan Foreign Minister assoon as possible® = 

It will be noted that the proposed basis for a trade agreement em- | 
bodied in the memorandum is in line with the suggestions, with re- — 
spect to the basis for a trade agreement, made to Uruguayan officials | 
by officers of the Department during conversations in Montevideo. 
The memorandum contemplates the negotiation of a trade agreement 
under: which, from its effective date, the Uruguayan Government 
would accord. full equality of treatment to United States trade, as 
provided in the proposed general provisions, and tariff treatment as 
indicated for United States products. It is desired to ascertain what 
concessions the Uruguayan Government would expect in return. for — 
according this treatment to United States trade under an agreement. - 

_ As indicated in the enclosed memorandum, the question of the nego- 
tiation of a trade agreement with Uruguay is closely related to the 
question of the negotiation of a trade agreement with Argentina.°® | 
Similar consideration and questions in regard to the basis.for a trade | 
agreement are also being presented to the Argentine Government and - 
the Department will keep you promptly advised in regard to the 
progress of discussions with that Government. | a | 

| . A copy of the enclosed memorandum is being handed to the Uru- 
guayan Minister in Washington. | | = | 

Please telegraph. the Department any suggestions you may have 
regarding the contents of the memorandum prior to transmitting it 
to the Uruguayan Government, and you will, of course, report | 
promptly to the Department the reaction of Uruguayan officials. 

Very truly yours, For the Secretary of State: 
oe | | : -Franois B. SAYRE 

‘The enclosures consisted of: (1) a draft of general provisions for inclusion 
in proposed trade agreement with Uruguay. Except for one article, the text 
is the same, mutatis mutandis, as the draft presented to Argentina, printed on 
p. 237; (2) a memorandum (not printed) explanatory of certain articles of the 
draft; (3) a list of products (printed in Department of State Bulletin, October 
21, 19389, p. 420). , SO Bt 
_ ®In telegram No. 51, July 10, 3 p. m. the Chargé reported that this memoran- 
dum, together with a note of transmittal, had been sent to the Uruguayan 
Minister for Foreign Affairs (611.3331 /249). : 

* See pp. 227 ff. .
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 [Hnelosure] | 

| ~ Memorandum To Be Presented by the American Chargé in Uruguay | 
oe (Dwyre) to the Uruguayan Minister for Foreign Affairs (Guani) 

The Government of the United States, in pursuance of the conver- 
sations in Montevideo between officers of the Department of State of 
the United States and officials of the Government of Uruguay, desires | 
to present to the Uruguayan Government certain considerations and 
questions regarding the basis for a trade agreement between the two — 
countries. | - | | 

Three essential elements comprise the basis for the negotiation of 
- atrade agreement: 1) possible tariff concessions by the United States; 

| 2) the general provisions of the agreement, particularly those relating 
Oe to quotas and exchange; and 8) possible tariff concessions by Uruguay. 

| With reference to possible tariff concessions by the United States, 
| the maximum reduction in United States import charges permitted 

| by the Trade Agreements Act, under authority of which trade agree- 
| ments are negotiated, is 50 per cent. As the Government of Uruguay 

- isaware, the United States customarily grants tariff concessions only 
| in respect of articles of which the other country concerned is the chief | 

or an important source of imports into the United States. In accord- 
| ance with this principle, the Government of the United States has 

exhaustively studied all products of which Uruguay is the chief or _ 
| an important supplier to the United States. The products studied 

| : are contained in the attached list.” As a result of this study, the | 
Government of the United States is now fully prepared to give con- 

| sideration to any requests which the Government of Uruguay may — 
| desire to make in respect of the tariff treatment of the products listed. _ 

In making the above-mentioned study, the Government of the 
United States has borne prominently in mind the importance attached 
by Uruguay to the trade in meat, and has reexamined with the greatest _ 
care the questions relating to the importation of chilled and frozen 
meats from Uruguay. It has been forced to conclude that circum- 
stances connected with the sanitary laws and regulations of this 
country are such that no practicable means can be found for effecting 
any immediate improvement in this situation. However, the Govern- 
ment of the United States, having in mind possible future develop- 
ments, would be willing to cooperate with interested governments 
such as those of Uruguay, Argentina, and Brazil, should such govern- 
ments desire, in a study of rinderpest and foot-and-mouth disease. 
A study of these diseases by an international group of well-qualified 
scientists, preferably non-governmental, might result, among other 

™ Printed in Department of State Bulletin, October 21, 1939, p. 420. |
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things, in a finding that meat prepared in certain ways could not pos- 

_ sibly transmit these diseases. | 

As regards the second element in the basis for negotiations, namely, 

the general provisions, the Government of the United States could 
not consider signing an agreement, involving substantial concessions | 
by the United States, which would leave products of the United States | 
exported to Uruguay at a disadvantage as compared with like products 
imported from any other country. | | 

The disadvantage to which United States trade in Uruguay is now | 
subjected is due to the practice of the Uruguayan Government of 
controlling imports on a bilateral basis, by means of exchange quotas : 
and differential exchange rates, which favors imports from certain 

| countries to the detriment of other countries, particularly the United 
States. | 

‘The Government of the United States fully appreciates that the | 
Uruguayan Government may be compelled to control imports in order a 

to safeguard foreign debt service and other necessary remittances | 

abroad and to protect the exchange value of the Uruguayan currency 

during periods of foreign exchange stringency due to abnormally low 

returns from exports. However, the Government of the United States : 
believes that any control of imports deemed necessary by the Uru- : 
guayan Government can be exercised more effectively and more fairly | 
on a commodity basis than, as at present, on a country basis. | ee 

| The control of imports on a commodity basis would permit the 

control of total imports, whereas the present practice may result in | 

a diversion of imports from a disfavored to a favored nation and | 
thus cause only a change in the source of imports. The control of 7 

imports on a commodity basis would be more fair than the existing | 
practice because all suppliers to the Uruguayan market and Uru- | 

guayan importers would receive equitable treatment with respect to 
such imports as were admitted and the burden of restrictions would 
be spread over all export and import interests involved in the trade 
in the articles subject to restrictions. Even in the worst years, many 
articles could be permitted to enter without any restriction whatever.. 
In the case of articles subject to restriction Uruguayan importers 
would be free to buy where they could buy to best advantage, within 

_ the limits determined upon by the Uruguayan Government. 
Under the procedure here suggested, import quotas, applicable to 

imports of particular products from all countries, could be established 
when necessary for the protection of the exchange value of the 
Uruguayan currency. The maximum quantity of a given product 
which would be admitted into Uruguay during a specified period, | 

including any imports of such product under compensation arrange- 

ments, would not have to be allocated among supplying countries. 
However, if the Uruguayan Government should allocate a share of
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| any such quantity to any third country, the United States would be 
- allotted a fair share on the basis of its position as a supplier ina = 

previous representative period. The previous representative period | 
a - upon which the share of the United States in a total quota would be | 

based would not necessarily be specified in the agreement. The | 

| | Uruguayan Government would be free to select a base period for 
each product subject to an import quota on the general understanding 

that the period selected would be representative with respect to im-— 

| ports into Uruguay of the product in question. If shares of a quota 

| are allotted to a third country and to the United States on this basis, 

the balance, if any, of the quota over and above these shares could, — 

if the Uruguayan Government so desires, be made available to all 

- other countries without specific allocation to such countries, or be | 
allotted among several countries or even entirely to one other country. | 

: It is assumed, however, that the Uruguayan Government, would as | 
a general rule wish to allocate the balance, which in some cases would 
be a large part of the total quota, among other exporting countries on 

| the same basis as that on which the allocation to the United States — 

would be made. | | | OS OO 
Such control of imports, based on careful estimates of exchange 

| available for merchandise transactions after the debt service and other | 
necessary remittances have been provided for and with sufficient 

| flexibility for any revision of such estimates as might appear advis- __ 
able, would insure that imports would not exceed Uruguay’s capacity 
topay. Thus the present basis for the allocation or non-allocation of 
exchange quotas and differential exchange rates as between countries 
would be removed and since only an amount of imports would be 
admitted for which exchange was available, payment could be made | 
promptly for all imports. | | 

There are attached a set of general provisions which the Govern- 
| ment of the United States would wish to have included in a trade 

agreement, together with a memorandum explaining the articles 
pertinent to the above discussion. © , | | 
With reference to the third element in the basis for negotiations, the 

Government of the United States would expect the Uruguayan Gov- 
ernment to grant, under a trade agreement, improvement in customs 
treatment,—that is, in the total charges resulting from the combina- 
tion of official valuation, base duty, surtaxes, and gold surcharge,— | 
to important United States products, including: | 

Prunes and raisins 7 
Apples (on a seasonal basis) | , 7 
Automotive vehicles, parts, and accessories 
Lumber 
Radio receiving sets, parts, and tubes 
Automatic refrigerators and parts | 
Varnish paints, enamels, and lacquers |
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and to bind existing customs treatment of other products of which 
the United States is the principal or an important supplier. - | | 
_ The Government of Uruguay, like the Government of the United 
States, doubtless has been giving intensive study to the possibilities 
of a trade agreement and is therefore in a position to indicate at an 
early date the concessions it would expect the United States to grant 
in a trade agreement. - | | a —_ 

The view has been expressed that, because of the similarity in 
important. respects between the export trade of Uruguay and Argen- 
tina with the United States, the negotiation of trade agreements be- 

| tween the United States and Uruguay and between the United States _—— 
| and Argentina should take place simultaneously. _ | : 

~ Similar considerations and questions regarding the basis for a trade 
agreement are also being presented to the Government of Argentina. 
In the event it should be impossible to reach agreement as to the basis 
for a trade agreement with the Argentine Government, it would be 

| necessary for the Government of the United States to reconsider, in the 
light of those circumstances, the question of a trade agreement with 
Uruguay. © © | | | 
- It is obviously desirable that both Governments make every effort 
to avoid any publicity in regard to any proposals under discussion 
or to the fact that such discussions are in progress. | 

| WasHINGTON, June 28, 1939. : 7 | 

611.8881/268 : Telegram | | : : | 

‘The Chargé in Uruguay (Dwyre) to the Secretary of State — 

MonTEvipEo, September 7, 1989—5 p. m. 
| [ Received 7: 10 p. m.] 

66. Referring to the Legation’s telegram No. 59, September 1, 5 
p. m.® In conversation with the Minister of Foreign Affairs yester- 
day and today he stated that the Bank of the Republic has made a 
partial reply to the memorandum transmitted by the Legation to the 
Foreign Office, its examination of the question being limited to the 
provisions governing exchange control and the exchange policy, not, 
however, attempting to go into the matter of tariffs. The Minister 
stated that the bank officials have expressed themselves as being keenly 
interested at this particular time in the negotiation of a commercial | 
treaty with the United States. The Minister pointed out that the 
negotiation of an agreement between Argentina and the United States 
and the failure to negotiate a similar agreement between Uruguay and 
the United States would be extremely disadvantageous for Uruguay 

* Not printed. 
* Supra. |
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| ~ since Uruguay’s export products to the United States are virtually | 

the same as those exported by Argentina. The Minister then said that | 

his Government desires to grant all the necessary facilities to enable — 

the negotiations to be conducted simultaneously (paralelamente) with 

those of Argentina and for that reason he desires to be informed if 

possible at the earliest possible moment of the point to which those 

| negotiations have progressed to date. He mentioned also that the 

present international situation serves to make more feasible the nego- 

tiations of such a treaty at this particular time. I gained the unmis- 

_ takable impression that Dr. Guani is not in entire sympathy with the _ 

_ trade policy which Uruguay has been pursuing during the past years 

and would be glad to bring about a change. - oe 

In addition the Minister expressed the wish that the tone of the | 

 Legation’s telegram be decidedly optimistic toward the ultimate nego- 

| tiation of a trade agreement, as he is very desirous that such a treaty be 

consummated. He remarked that the questions of tariffs and of ex- | 

change are highly technical and should be discussed by technical ex- | 

perts from each country and that if the United States desired to send 

experts here it would be gratifying to him. He said that Uruguay 

has the same obstacles confronting it in the way of certain bilateral 

| treaties as has Argentina and should be equally as able to negotiate a 

treaty at thistime. He further stated that his Government is ready to 

proceed toward a formal announcement of intention to negotiate a 

| | treaty but with the understanding that prior consultations shall take 

- place between the two Governments to enable each party to formulate 

a previous declaration or basis of approach, as is understood to have 

been done in the case of Argentine-United States negotiations. _ 
Despatch will follow by air mail. 

| DWwYRE 

611.8831/263 : Telegram 

The Secretary of State to the Chargé in Uruguay (Dwyre) 

| WasHINGTON, September 11, 1989—7 p. m. 

52. Your 66 of September 7,5 p.m. You should inform the For- 

eign Minister that your Government is extremely gratified to learn 

of the desire of his Government to negotiate a trade agreement and 

express the hope that notice of intention to negotiate can be given at 

an early date. 

With reference to the Foreign Minister’s question concerning prog- 
ress in connection with the proposed agreement with Argentina, you 
may say that the Government of Argentina responded favorably in 
writing to this Government’s proposals of last June and that conversa-
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tions subsequent to the receipt of the Argentine reply resulted in the 
establishment and clarification of a mutually satisfactory basis for 
public announcement on August 23 of intention to negotiate.” This | 
basis includes the following, as set forth in the announcement. | 

“The Government of Argentina has agreed that the proposed trade 
agreement will be based upon the. principles of raultilateral trade 
which underlie the trade-agreements program of the United States. | 
The proposed trade agreement will assure that imports into Argentina - 
from the United States will be accorded any advantage given com- | 
peting imports from any other source and that any governmental — 
regulation of imports into Argentina will be applied in a nondis- 
criminatory manner.” | | a | | 

Negotiations regarding the proposed general provisions, and tenta- 
tive discussions in regard to possible Argentine tariff concessions, | 

- are now being carried on in Buenos Aires. It is anticipated that 
definitive negotiations will take place in Washington beginning during 
the week of October 23. | a 
In the light of your telegram under reference and the procedure | 

| followed in the case of Argentina, you should endeavor to obtain a . 

written reply to this Government’s memorandum of last June. The | 
reply should indicate clearly that the Government of Uruguay under- . 
stands fully what our proposal means, particularly in respect of 
quantitative restrictions and exchange, with a view to obviating the 

necessity for. extended discussions in advance of public notice of ! 
intention to negotiate. We should like to be able to include a state- _ - 
ment similar to that quoted above in a press release announcing nego- Oo 
tiations with Uruguay. It should be made clear to the Foreign 3 
Minister that the list of products upon which this Government will _ 

consider granting concessions in a trade agreement is published at 

the time of public announcement and that no commitments with respect 

thereto can be made until all interested parties have had an opportunity : 

to present their views thereon either in writing or at public hearings 
which are held about eight weeks after public announcement. The 
list in the case of Uruguay would be the same as that included with 
this Government’s memorandum of last June, with information as to 
present rates of duty, and would be headed “List of products upon 
which the United States will consider granting concessions to | 

Uruguay”, | 
Should the Uruguayan Government desire to follow a similar pro- 

cedure and publish a list of products upon which it will consider 
granting concessions to the United States, the list to be published 
should, of course, be cleared with this Government before publication. : 

* Department of State Bulletin, August 26, 1939, p.167.
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Since this Government can not formulate definitively the concessions 
it will request of Uruguay prior to the public hearings here, any list | 

| published by the Uruguayan Government should be extensive enough . 
| to cover all products of which the United States is the principal or an . 

important supplier to Uruguay. . errs , 

| Please telegraph the substance of the formal response to our pro- 
| posals as soon as possible after its receipt. a / 

EEE EI 

 giigssiyees:Telegram 

| ‘The Chargé in Uruguay (Dwyre) to the Secretary of State 

oe Cee a . a Monrevipeo, September’15, 1939—5 p.m. 

Received 5:28 p. m.} 

74, Referring to the Department’s telegram No. 52, September 11, 

- %p.m. The Foreign Minister received me yesterday at which time 

the substance of the Department’s telegram was fully discussed. He 
informed me that earlier in the day he had had a conversation with = 

| the President of the Republic on the subject and that in the light 
of the information as presented in the Department’s telegram and 
as developed in our conversation he would immediately review all _ 

the details and be prepared to discuss the matter further with the 
President on Monday, September 18 and that he would get in touch __ 
Withmeagainonthel%b. === °° 

I took the occasion to show him the text of Ambassador’ Espil’s | 

Washington statement, Mr. Welles’ statement of August 23" and | 
the Argentine Government’s communiqué, all as published in English 
in the Buenos Aires Herald (which he said he had not seen) anda = 
full discussion thereof ensued after which he ordered an immediate 

| translation stating that this information concerning the Argentine 
negotiations would be most helpful to him in the preparation of his | 
reply to our Government’s memorandum of last June. | ae 

I left with him a memorandum embodying the Department's tele- 
gram under acknowledgment and he stated that the details as now 
presented are clearly understood and remarked that “apparently the 
next step then is a public announcement of the intention to negotiate” 

in which I concurred pointing out however the necessity of an early 
| written reply to the Department’s memorandum and the prior estab- 

lishment of a satisfactory basis for public announcement. __ 

™ Department of State Bulletin, August 26, 1939, p. 166.
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611.3331/271 : Telegram 

The Chargé in Uruguay (Dwyre). to the Secretary of State — : | 

ee | | Monrevineo, October 9, 19389—11 p. m. © 
a [Received October 10—1 a. m.] | 

81. Department’s telegram No. 58, September 29, 4 p. m., and my 
telegram No. 80, October 5, noon.“ I have just received a signed 
note dated today from the Minister of Foreign Affairs of which the | | 

- following isa translation. — a a 

“With reference to the Legation’s note dated July 10, 1939, trans- 
mitting the memorandum of the Department of State of June 28, 
and to the conversations held regarding plans for the negotiations of _ 
a commercial treaty between our Government and the Government 
of the United States of America I have pleasure in confirming here- 

_ with, Mr. Chargé d’Affaires, that Uruguay likewise desires sincerely 
that international commerce be conducted on multilateral bases and 
with minimum of obstacles and difficulties. | a 

The bilateral agreements which Uruguay has made with countries 
which at present purchase the greater part of its products are due, 
generally, to the desire of those countries that the exchange created by 

| their purchases be devoted preferentially to the payment of the 
financial and commercial services which Uruguay owes them. | 
~The Government of the United States of America recognizes that 

our Government is compelled to exercise control over imports with 
a view to safeguarding the service of the foreign debt and other 
remittances of funds abroad and to protect the exchange rate of 
Uruguayan currency during periods of foreign exchange difficulties. 
~The Government of the United States recognizing:the necessity of 

this measure, it is possible, in the opinion of the Uruguayan Govern- | 
ment, that the control may be effected on the basis of quantitative _ , 
regulation as suggested by the Government of the United States, it 
being admitted also that this system of regulation may be implanted 
without causing disturbances in the commerce which the Republic is : 
maintaining with other countries, provided that action in this regard 
is exercised with the elasticity of viewpoint demonstrated in the memo- 
randum under acknowledgment. 

_ The Government of the United States of America has borne in mind, 
at the same time, the importance which we attribute to the meat trade, 
examining carefully the points relative to the imports of canned or 
frozen meats from Uruguay. The procedures which it proposes for 
the study of the sanitary laws and regulations now in force encourage 

_ the hope that. there may be obtained a change favorable to us as 
regards the present situation. | a 

Consequently, our Government is in agreement in that there be 
made the announcement of a formal intention to negotiate a treaty of 
commerce between both countries and expresses its conformity with 
the regime of quantitative regulation referred to above. 

The projected commercial agreement will provide assurance that 
imports into Uruguay coming from the United States of America will 

* Neither printed.
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receive any advantage that may be granted for imports from any other 

sources and that all governmental regulation of imports into Uruguay 

will be applied in a non-discriminatory manner. . 
+ As expressed in the memorandum referred to of the authorities of 

7 the United States of America, the Government of Uruguay will indi- 

: cate at an early date, as soon as the announcement of these negotiations 

has been promoted, the conditions which it would expect from the 

Government of the United States of America in the formulation ofa _ 

commercial agreement. | | | | 

I have pleasure in presenting to you, Mr. Chargé d’Affaires, the 
assurances of my very distinguished consideration. Signed Alberto 

Guani.” _— | | | 

7 Original Spanish text with English translation will be transmitted _ 

by the next airmail pouch. _ a , 

| . - DwyrE © 

611.8881/271: Telegram 7 

| The Secretary of State to the Chargé in Uruguay (Dwyre) | 

| WasHinerton, October 10, 1939—8 p. m. 

. 60. Your telegram no. 81, October 9,11 p.m. You should immedi- 

: ately inform the Uruguayan Foreign Minister that this Government 

greatly appreciates the consideration given its proposals by the Uru- 
guayan Government, and is deeply gratified that the Uruguayan Gov- 
ernment’s reply of October 9 indicates that apparent agreement has 
been reached between the two Governments as to the general basis for | 
the negotiation of a trade agreement. You should inform the Foreign 

| Minister that his Government’s reply is now under consideration by 
the trade-agreements organization of this Government with a view | 

| to the issuance of a public announcement of intention to negotiate a 
- trade agreement at an early date, possibly on October 16, if agreeable | 

to the Government of Uruguay. | | 
Meanwhile, it is necessary to obtain the Uruguayan Government’s 

agreement to the list of products on which the United States will 
consider granting concessions, which list must be published with the 
announcement. The need for raising the latter question with the 
Foreign Minister is suggested by the reference in his note to the 
formulation of Uruguay’s requests for concessions after the announce- 

ment has been made here. In this connection you should explain 
that under our procedure all products on which this Government will 
consider granting concessions must be published with the announce- 
ment: that the purpose is to obtain the views of interested persons 
in this country on the granting of concessions on such products; and 
that any product not listed cannot be considered in the negotiations. 
The list of products enclosed with this Government’s memorandum 

of June 28, 1939 is based on exhaustive study of our import trade with
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Uruguay in the light of the mle generally followed by this Govern- 

ment of granting concessions on specific products only in trade agree- | 

ments with the principal or an important supplier of such products. 

You should endeavor to obtain the prompt assent of the Uruguayan 

Government to the publication of this list as including all the products 

to which consideration will be given. You will, of course, make it 

clear that the inclusion of any product in the published list means | 

only that it will be considered, since specific concessions cannot be 

determined in advance of negotiations and prior to public announce- 

- ment and hearings in the United States 

If the Uruguayan officials indicate any desire that this Govern- 

ment consider adding products to the above-mentioned list, you should 

point out that the necessary consideration which would have to be 

given to any additional products and the unlikelihood that any would | 

be found which could be added to the list would only mean unneces- 

sary delay in issuing the public announcement here and consequently 

in the initiation of definitive negotiations. | 

You should ascertain whether the Uruguayan Government would 

have any objection to this Government’s making the following state- 

ment in connection with the public announcement: 

“Imports into Uruguay from certain countries, with which Uruguay 

normally has an export balance of trade, have in recent years received 

more favorable exchange treatment than have imports from the 

United States. The Government of Uruguay has agreed that the 

proposed trade agreement will be based upon the principles of multi- 

lateral trade which underlie the trade-agreements program of the 

United States. The proposed trade agreement will assure that im- 

ports into Uruguay from the United States will be accorded any ad- 

vantage given competing imports from any other source and that 

any governmental regulation of imports into Uruguay will be applied | 

in a non-discriminatory manner.” : 

A similar statement was made in connection with the public announce- 

ment of intention to negotiate a trade agreement with Argentina. 

You should express to the Foreign Minister the hope that no pub- | 

licity will be given to the possibility of the negotiation of a trade 

agreement prior to the issuance of public announcement. 
Hon 

611.3331/274 : Telegram TO 

The Chargé in Uruguay (Dwyre) to the Secretary of State 

Monteviwzo, October 16, 1939—7 p. m. 
[Received 8:10 p. m.] 

85. Department’s telegram No. 60, October 10, 8 p. m. and Legation’s 

84, October 15.4% At a conference with the Foreign Minister at noon 

18 Letter not printed.
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today. we discussed draft of his note which he has now delivered to 
me as a reply to the Legation’s note of October 11 giving the substance & 

, of the Department’s telegram cited above. A translation of his note : 
| follows: | Oo | : | 

_. “Montevideo, October 16, 1939. | oo | 
a Mr. Chargé d’Affaires: With reference to your note of the lith 

instant regarding general bases for the negotiation of a commercial 
agreement between the oriental Republic of Uruguay and the United 
States of America, I have pleasure in replying as follows: that I 
express my conformity with the list of products on which the Gov- 
ernment of the United States considers itself prepared to grant at this | time concessions to the Government of Uruguay and also with the : publication of the list referred to at the same time as the announce- | ment of intention to begin negotiation. 

- That this is with the complete understanding that, according to 
article 11 of the draft of general conditions to be included in the 
commercial agreement under reference, all other natural or manu- : 
factured products which in future may be exported from the Republic | 
to the United States will enjoy equal treatment with those originat- | ing in any third country. - - | | . 

With reference to the public announcement to be made, the Uru- 
guayan Government perceives no objection to inclusion by the Gov- 

) ernment of the United States of the statement contained in note 
No. 155 of the Legation of the United States dated October 11, similar 
to that published at the time of the announcement of the intention / to negotiate a Treaty of Commerce with the Argentine Republic 
and which is as follows: 

‘Imports into Uruguay from certain countries with which Uruguay normally has a commercial balance of exports, have been receiving during recent years exchange treatment more favorable than the imports from the United States. The Government of Uruguay has expressed its agreement in that the proposed cummercial agreement be based on the principles of multilateral trade which underlie the trade agreements program of the United States. The proposed commercial agreement will assure that imports into Uruguay from the United States will receive any advantage which may be granted to competing imports from any other sources and that the governmental regulations of imports into Uruguay shall be applied in a non-discriminatory manner.’ 

in expressing the agreement above referred to, the Government of : Uruguay stated that in its opinion, in exercising control on the basis of quantitative regulation, this could be implanted ‘without causing disturbances in the trade which the Republic is maintaining with other countries—provided that action in this respect 1s exercised with 
the elasticity and the viewpoint demonstrated in the memorandum to which this is a reply’ (note of October 9, 1939 14), 

In accordance with our conversation of today, publicity concerning the present state of the negotiation will be made simultaneously in Washington and in Montevideo, just as soon as the Chargé d’A ffaires is good enough to inform me of the date and hour at which his Gov- ernment decides these announcements shall be made. 

“* See telegram No. 81, October 9, 11 p. m., from the Chargé in Uruguay, p. 795.
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| I am pleased to present to you Mr. Chargé d’Affaires the assur- | 
ances of my most. distinguished consideration. Signed A. Guani.” 

= Dr. Guani has expressed the hope that the announcement of inten- 

| tion to negotiate may now be made but requests that the Department 

inform me in advance the date and hour of release of announcement | 

in Washington in order that he may release a statement to the press 

here simultaneously. | | : 

611.8381/274: Telegram ee | | | 

: The Secretary of State to the Chargé in Uruguay (Dwyre) a 

a ---- Wasxneron, October 17, 1939—6 p. m. 

: 68. Your telegram no. 85, October 16, 7 p.m. You should inform 

' the Uruguayan Foreign Minister that public notice of intention to | 

negotiate will be released here for publication in the morning papers oo. 

. of October 20. | 
While definitive negotiations can not be initiated until after the 

completion of the public hearings here, if agreeable to the Uruguayan | 

. officials it would be desirable to undertake the negotiations of the gen- 

eral provisions and discussion of other matters as rapidly as possible | 

after the issuance of the public notice and the Department will in- 

' struct you shortly in this regard. — a a _ | 

: You should ascertain the attitude of the Uruguayan officials toward _ oo 

holding the definitive negotiations in Washington. You should state - 

b that your Government believes that this would be highly desirable. 

| You should also state, however, that it would be desirable to avoid the ) 

| arrival of a trade delegation here before the close of the period al- : | 

- Jowed for written briefs. The Department will advise you of the 

date on which this period willend. = oe oe 

With reference to that part of the Foreign Minister’s note of October 

16, 1939, which states “the list of products on which the Government | 

of the United States considers itself prepared to grant at this time 

concessions to the Government of Uruguay”, you should point out 

to the Foreign Minister that the list referred to is a list of products on 

which this Government will consider granting concessions to Uruguay 

and that, as stated in the Department's telegram no. 60 of October 10, 

specific concessions can, not be determined in advance of negotiations 

and. prior to public notice and hearings in the United States. . 

5 Department of State Bulletin, October 21, 1939, p. 418. . 

293800—57——B2 7
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611.3831/276: Telegram . ci, oe ee Se 

| | The Chargé in Uruguay (Dwyre) to the Secretary of State 

| —  Mowrzvipzo, October 19,1939—5 p.m. 
Received October 19—4: 50 p. m.] 

_ 8%. The substance of the Department’s telegram No. 63, October 17, _ 
| 6 p. m., has been discussed at length with the Foreign Minister who 

| _ understands clearly all points raised. I expressed to him my Govern-. 
 ment’s belief that it would be highly desirable to hold the definitive 

a negotiations in Washington whereupon he requested me to say that 
_. the Uruguayan Government would like to have the definitive nego- 

| tiations conducted as in the case of Argentina. He believes that if the 
| _ United States Government is sending a trade delegation of experts | 

| to Buenos Aires the same delegation might then come to Montevideo 
to conduct the negotiations here. He further stated that if it should — 

_be the case that Argentina is sending a trade delegation to the United — 
- _ States, Uruguay woulddothesame, 

| — @1,8881/276: Telegram | 
| | -. The Secretary of State to the Chargé in Uruguay (Dwyre) 

a Wasuineton, October 21, 1939—noon. 
| | 65. Your telegram no. 87, October 19, 5 p.m. You should inform | 

| the Foreign Minister that our Embassy at Buenos Aires, assisted by | 
experts sent from here, will conduct the negotiations with Argentina. 

| | Since, in those circumstances, it is the desire of the Uruguayan offi- | 
cials that our negotiations with them take place in Montevideo, they 

| will be conducted through the Legation and we will arrange to have 
the experts we are sending to Buenos Aires consult with and assist 
the Legation as need arises. © - : 

To avoid loss of time, you should begin at once discussions in regard 
| to the general provisions of the proposed agreement, on the basis of the 

| | draft attached to this Government’s memorandum of June 28, in- 
struction no. 152 of that date. Instructions regarding the release of 
concessions: will be sent you later. | 

~ You should call upon William A. Fowler, Assistant Chief of the 
Division of Trade Agreements, who is now proceeding to Buenos 

_ Aires on the 8. S. Uruguay, to assist you in these discussions to the 
extent permitted by the trade-agreement work in Buenos Aires. 
We are instructing the Embassy at Buenos Aires to send you com- 

ments on the general provisions, a copy of which you should transmit 
to the Uruguayan officials. These comments, which outline the pur- 
poses intended to be accomplished by the various Articles of the gen-
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_ eral provisions, should be helpful in your discussions. For additional | 

comments in regard to the purpose and application of the Articles on | 

quantitative restrictions, Articles VII and VII, and the Article on | 
exchange, Article X, which are of particular importance in the case of 
Uruguay, you should refer to the pertinent parts of the above-men- | 
tioned memorandum of June 28. Report fully to the Department 

regarding these discussions and request such telegraphic instructions 
as you think necessary in regard to difficult points encountered. __ | 

- The Embassy at Buenos Aires will also send you a draft Article X 
relative to exchange. You should inform the Uruguayan officials that | 
it is desired that this draft Article be substituted for the Article of the a 
same number included in the general provisions enclosed with the 
memorandum of June 28. Although the new draft is substantially | 
the same as the old, it is briefer and for that reason is considered _ : 
preferable. | | : Se , 

611.8831/288e: Telegram (tit 7 oe | | 

The Secretary of State to the Minister in Uruguay (Wilson)* 

| 7 Wasuineton, October 21,1939. | 

Notice of intention to negotiate a trade agreement with Uruguay 

was issued here today ” and the Legation at Montevideo is being in- | 

structed to initiate general provisions discussions with the Uruguayan | 

officials at once. ‘You will probably wish to discuss this matter fully 
with Fowler as the Embassy at Buenos Aires is being instructed to have 

him assist the Legation in such discussions to the extent permitted by 

the work in Buenos Aires. oo | 

| oe | Corpett Hou — 

611.8881/290 _ - | | 

The Minister in Uruguay (Wilson) to the Secretary of State 

No. 1 : oe Monrevwweo, October 30, 1939. 
[Received November 9. ] 

Sr: Ihave the honor to report hereinafter developments regarding 

the trade agreement negotiations since my arrival at this post on 

October 23d : , | 

On October 24 Mr. Dwyre informed the Foreign Minister by note 

(copy enclosed) ** that the United States Government would be glad, 

16 Mr. Wilson was en route to his post aboard the S. S. Uruguay. | 
** Department of State Bulletin, October 21, 1939, p. 418. 
* Not printed. - | |
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—_ since the negotiations with Argentina were to be held in Buenos Aires, 
| to meet the wishes of the Uruguayan Government and have the 

| _ Uruguayan negotiations take place in Montevideo. The noteexpressed _ 
| the desire that conversations on the general provisions be begun as _ 

| soon as possible. In handing the note to Dr. Guani, Mr. Dwyre men- 
tioned that we had just received an explanatory memorandum regard- __ 

| ing the general provisions, as well as a new and briefer draft of Article _ 
| _ X, and that we would make a Spanish translation of the memorandum _ 

and draft article and furnish copies to the Foreign Office (English 
and Spanish texts of the memorandum and Article X were sent to 

| Dr. Guani on October 26). its re — 
| When I called on Dr. Guani for the first time, on October 25th, I 

took occasion to discuss the trade agreement at some length. I said — 
| that I and the members of my staff were wholly at the disposal of 

| _. himself and the Uruguayan officials for discussions at any moment 
on the trade agreement. When we had advanced matters somewhat, © 
and whenever it would be helpful, I was sure that we could have Mr. 

| _ Fowler and Mr. Allen come over from Buenos Aires. I said that 
| although we were beginning later than the Argentine negotiations, 

| I hoped we might make every effort to advance our work so that the _ 
| | _ two agreements could be brought into force at about the same time. | 

7 I then went on to express a personal opinion, about as follows: that I 
| _ had noted the existence in the United States, and the Minister had 

| undoubtedly noted it as well, of opposition in certain quarters to the 
| type of trade agreement which we hoped to make between the United 

States and Argentina and Uruguay. It had required an act of courage 
on the part of the Administration in Washington to announce inten- 

| tion to negotiate these agreements. The Trade Agreements Act ex- 
_ pires next June, and it might or might not be renewed; in any case, 

next year would be a year of general elections in the United States. 
_ Itseemed to me that here was an opportunity, which might not present 

| itself again, for us to place our trade relations on a proper basis, and 
_ We ought to make every effort to take advantage of it and to wind up 

our negotiations by the first of the year, if at all possible. 
Dr. Guani said that he was in full agreement; that he intended to 

set up an inter-Ministerial committee to work on the problem, and 
that he hoped to be ready, in two weeks time, to begin conversations 

| on the general provisions. | 
I also mentioned the unfortunate effect of publicity given to the 

possibility of concessions on meat products, as reported in my telegram 
No. 91 of October 25—5 p. m.?° 
When I was received by President Baldomir on October 27th, I 

referred to the trade agreement negotiations and spoke on much the 

* Not printed.
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same lines as to Dr. Guani. The President seemed interested and 
expressed his best wishes for the early and successful conclusion of 
the negotiations. | | oO 

In calling on the Minister of Finance, Dr. Charlone, on October 
28th, I spoke of my hope, for the reasons already mentioned, that we — 
might make rapid progress. He said that he was in full agreement, 
and that everything which he and his services could do to advance : 
the negotiations, would be done. He asked if Mr. Fowler had arrived 

in Buenos Aires, and said that he would look forward to seeing him 
again in Montevideo, as he recalled with pleasure their conversations 
last January. | 7 | Oo 

I had a further conversation with Dr. Guani on October 28th, when 
1 informed him that I had learned that in the negotiations in Buenos 
Aires it had been found helpful to set up general committees, com- | | 
posed respectively of representatives of the Embassy and of the com- 

| petent Argentine Ministries, and subcommittees as well, and I sug- | 
gested that we might follow the same procedure. Dr. Guani thought | 
this a good idea, and promised again to advise me as soon as he was | 
prepared to begin discussion of the general provisions. | | 
My impression, from such talks as I have had to date, is that the 

Uruguayan officials probably have not gone very far with their study 
of the proposed trade agreement. I expect that we shall encounter | 
much delay. It was surprising to find that Dr. Guani was ignorant 
of the fact that our government can conclude trade agreements which 

| enter into effect without necessity of ratification by the Senate. He : 
expressed interest in our Trade Agreements Act, which he said he 
had never read, and I at once sent him a copy of the Act. President 
Baldomir seemed to be under the impression that the trade agreement 
was practically on the point of being concluded. It is probable that 
in the Ministry of Finance and the Bank of the Republic more famil- 
iarity with the details of the subject will be found. I am told by some 
well informed people, however, that it is precisely in those quarters 
that opposition to the agreement exists. 

I shall, of course, continue to try in every appropriate way to make 

progress in this matter. 
Respectfully yours, Epwin C. Wiuson 

[Detailed discussions of provisions of the proposed trade agreement 

were carried on in Montevideo during November and December. Cor- 

respondence regarding these discussions is not printed, as before any 
definitive agreement was reached the breakdown of similar negotia- 
tions with Argentina led to a discontinuance of negotiations with 
Uruguay, as indicated in telegram No. 1, January 6, 1940, 2 p. m., to 
the Minister in Uruguay, printed infra. ]
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611.8831/320a: Telegram a : OO — | 
.. ‘The Secretary of State to the Minister in Uruguay (Wilson). . | 

Bo Wasurneton, January 6, 1940-2 p.m. 
A; Our trade-agreement negotiations with Argentina have broken — 

down and it is expected that early next week an official statement will 
_. be issued by the two Governments in regard to the termination of the _ 

| negotiations.” . In accordance with the understanding on which nego- 
a tiations were initiated with Uruguay, it is necessary to terminate also _ 

the trade-agreement negotiations with that country. Accordingly, 
we will say only that, since the negotiations with Argentina and 

| Uruguay are closely interrelated, we are terminating the negotiations 
| with Uruguay also. , rs | | 

: Please advise the appropriate Uruguayan officials and express our 
deep regret at having to take this action. > oe | 

—— _ You should also express our hope that the Uruguayan officials, in | 
a any statement they may make, will continue to treat the subject matter 

of the negotiations as confidential. Please send a copy of this telegram | 
to the Embassy at Buenos Aires. Oo | 

611.8881/337 _ | a 

| Press Release Issued by the Department of State, January 8, 1940 : 

The Department of State announced today that trade-agreement | 
| negotiations with Uruguay had been terminated. These negotiations 

have been conducted in an atmosphere of the utmost friendliness and 
cordiality. However, because of the similarity in important respects 
of the export trade of Uruguay and Argentina with the United States, — 
it has been found necessary, in view of the recent termination of 
negotiations with Argentina, to terminate also the negotiations with 
Uruguay. : : 

” See press release issued by the Department of State, January 8, 1940, p. 294.



VENEZUELA Oo | 

AGREEMENT BETWEEN THE UNITED STATES AND VENEZUELA CON- 

: TINUING IN FORCE THE PROVISIONAL COMMERCIAL AGREEMENT | 

OF MAY 12, 1938? | a | 

611.3181/405 : Telegram | | 

The Chargé in Venezuela (Scott) to the Secretary of State | | | 

m Caracas, April 27, 1939—noon. | 
[Received 1:39 p. m.] 

41. From Daniels.2 Does the Department desire any action to be ~ a 
taken with respect to the modus vivendi which is due to expire next 
May 11? If the trade agreement is signed by that date obviously no | 
action is necessary but this is beginning to appear doubtful. Neither | | 

_ the Foreign Office nor I have raised this question as yet.. .[Daniels.] | 

611.3131/405.: Telegram | | : - | | | : oe | . 

The Secretary of State to the Chargé in Venezuela (Scott) . : 

| = - WASHINGTON, May 2, 1989—5 p. m. 

81. Telegram No. 41 April 27, noon, from Daniels. Although in- 

_ structions to Daniels regarding the proposed trade agreement with 
Venezuela are now under consideration, and it is hoped that they 
will be sent him within the next few days, it would be impossible 
in any case, for an agreement to be concluded and in effect before 

the expiration on May 11 of the modus vivendi of May. 12, 1988. 

Consequently, in order to maintain the legal basis whereon the Vene- 

zuelan Government accords United States trade most-favored-nation 

treatment pending the conclusion of a trade agreement, you should, 

unless you perceive objection, propose to that Government the fol- 
lowing draft of identic notes, mutatis mutandis: 

“Excellency : I have the honor to confirm the understanding reached 
as a result of recent conversations, that the provisions of the modus 

: vivendi between the Governments of the United States of America and 
Venezuela, effected by an exchange of notes in Caracas dated May 
12, 1988, shall be continued for a further period of 1 year or until 

1For text of agreement of May 12, 1938, see Department of State Executive 
Agreement Series No. 122, or 52 Stat. 1493; for correspondence, see Foreign 
Relations, 1938, vol. v, pp. 956 ff. 

?Paul C. Daniels, Foreign Service officer on special mission to Venezuela in 
connection with trade-agreement negotiations. | 
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superseded by a more comprehensive commercial agreement, or until 
denounced by either Government by advance written notice of not 

| less than 30 days. ee : | 
| Accept, Excellency, the renewed assurances of my highest consid- | 

eration.” . : oo | | 

If agreeable to the Venezuelan Government, the proposed exchange 
| of notes may be signed at any time prior to May 12,1989. | 

| Please keep the Department promptly informed in regard to this | 
matter, - ae 

| | 611.3181 /406 : Telegram : - | OO | | 

| _—- The Chargé in Venezuela (Scott) to the Secretary of State 

oo 7 a | | Caracas, May 5, 1939—5 p. m. 

| OO | : [Received 7:45 p. m.] 
| 44, Department’s telegram No. 31, May 2. Minister of Foreign | 

| Affairs is agreeable to continuing in effect the provisions of the modus 
vwendi without change in substance, however, for legal and proce- 
dural reasons he desires to incorporate the articles of the original agree- 

_. ment in the new notes to be exchanged; and suggests the following 
| form: | | | , | 

| “Excellency: I have the honor to inform Your Excellency that I am 
authorized by my Government to confirm in the present note that, as _ 
a result of conversations with Your Excellency, it has been agreed to 
extend for the period of one year from the date of its expiration, or — 
until the conclusion of a reciprocal trade agreement or treaty, or until 
denounced by one of the parties by 30 days advance written notice, 
the modus vivendi concluded between the United States of America _ 
and the United States of Venezuela on May 12, 1938, which is inserted 
below: ‘Article I. (here would follow the complete text of the 3 num- 
bered articles of the modus vivendi)’. . 

Accept Excellency the renewed assurances of my highest consid- 
eration.” | | 

Identic notes mutatis mutandis of this tenor would be exchanged. 
Please telegraph if this form is acceptable. | 

| Scorr 

611.3131/406 : Telegram 

The Secretary of State to the Chargé in Veneauela (Scott) 

WasuinetTon, May 6, 1939—3 p. m. 
34. Your 44, May 5,5 p.m. Suggested form approved. 

HU
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611.3131/407 : Telegram 

The Chargé in Venezuela (Scott) to the Secretary of State 

Caracas, May 9, 1939—noon. 
| [Received 12:35 p. m.] | 

46. Department’s telegram No. 34, May 6, 3 p. m. Identic note | 
following form indicated in my telegram No. 44, May 5, 5 p. m., ex- 
changed today with the Minister for Foreign Affairs continuing in 
effect the modus vivendi of May 12, 1938, for a further period of 1 | 
year from the date of its termination subject to the provisions of _ | 
article III. Complete texts of both notes will be forwarded in the | 
next air mail pouch. — | | 

The notes will be published in this evening’s Gaceta Oficial and will 
be available for publication in the morning newspapers of Caracas of 
May 10. 

| | | _ Scorr 

RECIPROCAL TRADE AGREEMENT BETWEEN THE UNITED STATES — 
AND VENEZUELA, SIGNED NOVEMBER 6, 1939 | | 

[Formal notice of intention to negotiate this agreement was given | 
on July 16, 1938, after agreement had been reached as to the basic | 
principles and items to be considered. See Foreign Relations, 1938, ) 
volume V, pages 956 ff. Correspondence covering later negotiations 
carried on at Caracas regarding details of the agreement is not printed. : 
For text of the agreement signed at Caracas, November 6, 1939, see 
Department of State Executive Agreement Series No. 180, or 54 
Stat. 2375. ] : |
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oo INDEX | 
Agrarian properties, expropriation by | Argentina—Continued 

Mexico. See Mexico: Expropria-; Trade agreement, ete: —Continued : 
tion of agrarian properties. General provisions: 7 

, Agreements. See Treaties, conventions, _ Customs quotas, U. 8., Argentine 
ete. - | objection to, 230, 279, 281— | 

American States, Eighth International | _ 282, 285-286, 293, 204, 297, 
_ Conference of, Lima (1938), 1, 634, | — 300, 301; on canned beef 

641, 644 | So and on flaxseed, 232, 272, 

_ Arbitration: Bolivian confiscation of oil tem rH "ae te a 
properties, proposals for arbitra- 298 300. 301. ’ ? 
tion, 324, 325, 326, 327, 329; Draft text of general Pa 

. British Honduras, proposals in| r bate OA general provisions, 

| | cispute Binion | on oe pad Exchange control, problems re- | 

186, 189-193, 221-224; Honduras-| __ aa ee ee ee OL - 
. Nicaragua boundary, arbitral award | 965-267 270). 973. 279, 280. 

169-170, 171; Tad) cred arbi- 291° 292 ? ; ’ , 
ration, treaty of (1929), cited, 652; | S fale nad nati A eertetcy | | 
Mexican expropriation of oil prop-| Most favored “360. 262 368, 269. 

. erties, President Roosevelt’s pro- oe 989. 283° 980, 793° ae 
° ° 4 ? ? " 

posal for arbitration, 703" 706, 708, | Quantitative control of imports | 

| willingness to arbitrate question of : by commodity, pron ee 49, : 
- sovereignty with Honduras, 651-652 | | | 959 5 4. 9 5-9 7! 97 279, | 

Argentina, 227-302 _ Co 380) 384. 338 Ot 278; | 
Defense zi American BP noo at Public notice of intention to nego- | 

. legislation authorizing. coopera- Ben ss. do 1, 251, 252, 253, 

tion in supply ing matériel, 9, Relationship to U. 8.-Uruguayan : 

Diseases of cattle, U. 8. offer to] «agreement, 280-233, 186, 787, 
cooperate in eradication, 235, 247 ey gan B0n'863-b0 Pe 94, 

Exchange control. See under Trade Tariff , re . 
agreement with United States: ariff concessions to Argentina | 
General provisions, infra. (schedule II), discussions, 229— | 

Foreign debt, 472 | 230, 232, 234-235, 246-247, 

German merchant ships blockaded in 249-250, aoe a ao pea | 
Argentine ports, interest in pur- 267-268, 271-2 ? 9 2 
chasing, 34, 62, 71-73 275-276, 27 7-280, 281-28 ’ 

Graf Spee incident: Internment of 283-287, 288, 294, 300-301 
crew, 106, 106n, 107; position on Tariff concessions to United States 
joint protest by American Re- (schedule I), discussions, 237, 

publics, 98, 100-101, 104, 105- 248, 256, 257-258, 272-274, 
106, 108, 111, 113, 115, 116 284, 287 _— 

Member, Inter-American Neutrality Termination of negotiations: Ar- 
Committee, 47 gentine dissatisfaction with 

Military aviation instructors, agree- U. 8. proposals, 277-288, 291, 
ment with United States provid- 293, 300-301; further efforts 
ing for, signed Sept. 12, citation by United States to conclude 
to text, 302 agreement, 288-293; joint 

Trade agreement with United States, statement announcing termi- 
negotiations, 227-302 nation of negotiations, 293, 

Basis for, preliminary discussions, 294, 803-804; reasons for fail- 
227-255, 786, 787, 791, 792-793 ure, 295-302 

Dependence of Argentina on Euro- Timing, importance of, 230, 231, 
pean markets, factor in 251, 252, 253, 256, 258-259, 
negotiations, 227, 228-229, 230, 264-265, 268-269, 270, 271, 
233, 262, 266, 298-299 272, 274, 295-296, 300, 301 
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Argentina—Continued | Bolivia—Continued | - 
: Trade with Germany, 227, 228, 229,| Oil properties, ete.—Continued | 

230; with United Kingdom, 227- U.S. financial aid, settlement of oil — - 
228, 228-229, 230, 233, 262, 266, controversy & sine. gua non, | 

- 292, 298-299 _ 312, 313, 319, 320-321, 322 
Arms, ammunition, and implements of| Tin and other ores: Japanese offer to © | 

war for defense of American Re- purchase, S21 322; U. a4 ue 
, ublics, U. S. proposed legislation, |. sideration Of purchase, 014-016, gee Be Pepe LEN 317,318-3200 0°22 

Aviation instructors, military, U. S.- Boundar yo asputes. poe British Hon- 
Argentine agreement providing for, _ Guras; 1 a 7 adi s-Ni ary dis- 
signed Sept. 12, citation to text, 302 pute; ana Honduras-Nicaragua 

| . | — boundary dispute. _ 

Belize. See. British Honduras. Brazil, 348 42 American. 3S 
Belligerent ships in Western Hemisphere oe Exchen contol merican. ¢e 

_ -geeurity zone. See under Security | _/ dixchange control, infra. 
- zone, ee Currency stabilization, U. S. aid (see 

, Bolivia, 303-347 - | - - also Exchange control, infra): | 

Chaco dispute with Paraguay, peace | pereement of st 3: bs - ans } 
| | ‘eaty 3 uly #1, 1988, 178, 305, _ gold loan, question of, 349, 353, 

oe 00, 2 355, 390, 391, 478, 482, 500, 507 | 
Defense of American Republics, atti- | Defense of American Republics: Ter- 

a tude toward U. 5. proposed ritorial waters, legislation con- 
7 legislation authorizing coopera- trolling entry of belligerent sub- 

tion in supplying matériel, 8 ‘marines into, 40; U. 8. proposed 
| ‘Exchange situation, 313, 315, 316, legislation authorizing coopera- 

: 317, 318 .. a tion in supplying matériel for, | 
_ Financial assistance, U. S., request attitude toward. 3 | 

| for, 3138-322, 780 | ee ? , 
- Foreien debt. 320 : _ Economic development, U. 8. cooper- 

. Orelgn Gent, o4V ation and financial aid (see also 
Government, changes in, 303-312 Currency stabilization, supra, 

| ; _ Assumption of ‘power. by President and Exchange control, infra): 
Busch and question of U. S. Discussions in Washington and ar- 
recognition, 303-307 - rangements of Mar. 8 and 9, 

Death of President Busch, 307, 308, 348-356, 361, 362, 363, 382, | 
309 | oe 773, 774, 775, 776; texts of - 

Provisional government and ques- letters exchanged, 352-356 
tion of U. 8. recognition, 308-| = Export-Import Bank loan, 350, 

- 312; Brazilian position, 311, 351, 353, 355-356, 363, 442, 
312 | 447, 455, 456, 510 a 

| _ Oil properties of Standard Oil Co.,| Ecuador—Peru boundary dispute, ef- 
confiscation of, good offices of forts toward settlement, 142n, — 
State Department in exploratory 142-1438, 349 | 
talks looking toward settlement,| Exchange control, liberalization to 
322-347 a liquidate American commercial 

Formulas proposed: Agreement be- arrears, 379-402 
: tween Bolivian Government Arrangement of Mar. 8 and 9 with 

and Standard Oil Co., U. S. United States, 349, 351, 353, 
draft and redrafts and Bolivian 355, 362, 380, 382, 386, 388-— 

| suggestions, 321-347; arbitra- 389 

tion, proposals for, 324, 325, Brazilian implementation measures: , 
| 326, 327, 329; body of three Deeree law of Apr. 8, 352~353, 

proposed to fix amounts of re- 355, 382, 383-384, 385, 385- 
ciprocal compensation, 333, 386, 387; text, 383-384; 
334-335, 336, 337, 338-340, U. S. position, 385-386 
344-345, 346; informal pro- _ Export drafts, regulations re- 

| posals, 322-326 garding purchase, 382, 383, 
Sub-soil rights, question of, 340, 384, 385, 385-386, 386-387, 

341 389; U.S. position, 388-389 
Supreme Court (of Bolivia) decision Tax reduction on exchange re- 

declaring company’s demands mittances, 398, 399 
inadmissible, effect on settle- Compensation arrangements, situ- 
ment procedures, 323, 324, ation with respect to, 382, 384, 
325, 326, 327, 329, 334, 335- 386, 387, 389, 390, 391, 397, 
336, 341 399, 400, 401
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Brazil—Continued ne | Brazil—Continued - 2 | | 
Exchange control—Continued Immigration, problem of, 350-351 

Credit extensions by United States: Member, Inter-American Neutrality 
Estimate of arrears, 380-381, Committee, 46, 47... 

387, 392, 393-394 Minister for Foreign Affairs, visit to 
Exploration of credit possibilities, United States, 348, 348n, 350, 

7 349-350, 351, 380 : 351, 352, 354, 356 
-. Export-Import Bank credit to| National defense, U.S.. cooperation, | 

_ offset arrears, 351, 353, 355, 349 oo | 
: | _ 362, 385, 388, 395-396, 456;| Oil companies, U.S., commercial ar- 

| commercial bank participa- rears due, 381 oS 
tion, 388, 389, 391, 392, 398,|. Soviet invasion of Finland, position | 
399 | on proposed collective protest by - 

Foreign debt payments, relation to American Republics, 188 , 
' - exchange operations, 357, 358,.| Technical aid, U.S., 349, 353, 356 | 

—. + 359,386, 389 a | Trade agreement with United States, 
Improvement. in exchange situa-. Feb. 2, 1985, cited, 379 

| tion, 400-401 Trade with Germany, 382, 386, 387, 
— Liquidation procedures, 393, 394—-} | 390, 391, 397, 399, 400, 401 | : 

397, 398-399, 402 —it ‘Trade with United States, stimula- | 
_ Foreign debt service, efforts for re- tion. See Economic development : 

-  gumption and U. 8. activities in and Exchange control, supra. , 
: behalf of American interests (see| U.S. private investment in, encour- . 

also Exchange control, supra), agement, 349, 352, 354, 355 : 
| 357-379 oe British Honduras, dispute between 

| Aranha plan, references to, 35/-| Guatemala and United Kingdom 
| 358, 375, 376, 377,378 concerning, 173-226 

| Arrangement of Mar. 8 and 9 with} History of controversy, 176, 177-178; 
United States for resumption | | ' Guatemalan memorandum, 193- 
of payments July 1, 349, 354, 226 : 

| 356, 357, 361, 362, 363, 378 Settlement efforts: = 
_ Attempts by United States for re-| - Arbitration, Guatemalan proposal 

sumption of payments July 1| . _. and. British counter-proposals, a 
oe and Brazilian failure to meet, 174, 176, 183-186, 189-193, 

. . 357-364 a 991-294 —— : 

Economic cooperation, U. 8.-Bra- British position (see also Arbitra- 
zil, relation to debt payments, tion, supra): Agreement to 

a 354, 361, 774 | negotiate, and notes to Guate- - 
European negotiations with Brazil, mala and United States con- | 

_ . ‘UY. §. efforts to secure equitable | firming, 182, 183,184, 185-186, “ 
treatment, 366, 367, 370, 371, 187; reservation pertaining to 

| 372-373, 374, 375-376, 377, treaty of 1859 with Guatemala, 
. 378-379 } 191, 193 - | 

Exchange operations, relation to German interference, 181 
debt payments, 357, 358, 359, Guatemalan position (see also Ar- 

oO 386, 389 | bitration, supra): Demands by 
Foreign Bondholders Protective Guatemala and basis for posi- 

- - Council, negotiations with Bra- | — tion, 175, 183, 185, 191, 193- 
-Zilian officials, 354, 360, 361, | — 226; desire for U.S. aid, 173, 
363, 364, 365-369, 370, 371, 174-175, 192; President Ubi- | 
374, 377 , co’s program to enlist support 

Schroeder plan, references to, 372, of other American Republics, | 
373 179-183, 184, 185, 186, 187, 

Transitional arrangement, proposal 188 : 
for, 354, 356, 359, 363, 375, 379 U.S. cooperation, 173, 177, 180, 187, 

U. S. attitude toward Brazilian 188, 189, 190, 192, 225; memo- | 
proposals, 357, 359, 361, 366, randum to Guatemala and 

_ 372, 373-375, 377-378 United Kingdom, 177-179; 
Foreign Ministers Meeting at Pan- Senate resolution requesting 

ama, participation, 17-18, 19, 20 information, and Department’s 
German merchant ships blockaded in reply, 173-174, 175-177 

Brazilian ports, negotiation for| Treaties and conventions, application 
purchase, 34, 54, 81, 84 of: 

Graf Spee incident, position regarding Great. Britain-Guatemala: 1847, 
joint protest by American Re- 197-199; 1849, 199, 200; 
publics, 96-97, 98, 104, 105, 107, 1859, 177, 178, 191, 193, 203- 
107-108, 110-111, 113, 116 225; 1868, 177, 218, 221
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: British Honduras—Continued. = .-—*{ Chile—Continued «=. = —- os : 
Treaties and conventions—Con. — Financial .assistance—Continued — - 
_ Great Britain-Mexico (1826), .198,| . Gold, possible request for, 445 oo 

| .199, 203. - 8 | - U. 8S. position, 439-446, 450, 452, 
_ | ‘Great, Britain-Spain: glee oe - 454-455, 456, 460, 473 a 

‘195, 196, 197, 198, 201, 207;| Foreion debt. See under Fi ial . 
| 1786, 195, 196, 197, 198, 201, ‘acistance, supran 

: , Great Britain-United States: Foreign Ministers’ Meeting at Pan- | | : | ee ama, participation, 37-38 - oe 
1814, 201, 202; Clayton—. German ; h hi , 

| Bulwer (1850), 196, 197, 202,|.. Getman merchant ships blockaded in | 
208, 204-205, 208, 211, 213,| 9 Chilean ports, interest in pur- 

| 924: Dallas—Clarendon (1866),| Chasing, 34, 38, 73, 80, 82-83 
202,203, 205, 224. - | _ German. merchantman Dusseldorf, 

: Bryan-Chamorro treaty,-U.S.—Nicara-| detention by British in Chilean 
| gua (1914), 720, 721, 731-732 port, 97, 98, 101, 103,105, 119, 

| ‘Chaco dispute between Bolivia and} Graf Spee incident, position regarding | _ 
7 Paraguay, 178, 305, 760, 762 _ joint protest by American Re- | 

Chile, 403-468 ce a | publics, 100, 103, 111, 113, 114, 
, - Commercial agreement with United | _ 120-121, 123-124 © —— 

States, provisional, signed Feb. 20| Member, Inter-American Neutrality 
and 24, citation to text, 403-404,] . Committee, 47 
439° | | Political situation, 124-125 | | 

Defense -problems (see also Western Shipping. problems, 414-415, 416, 
| Hemisphere security zone, infra), 416n, 417, 418-420, 424, 460 
| 441, 445, 453, 455, 463, 464-467, | Soviet. invasion of Finland, refusal to | 

: 468 | — . : join in proposed collective protest | 
| Earthquake disaster, U.S. financial | - by American. Republics, 100, | 
: aid, 440, 441, 445,457 | 130-132, 134-136, 138, 139 

Easter Island, U.S. disavowal of desire} Technical aid, U. S8., 460 | 
| _ to lease and opposition to possible} Trade agreement with United States, 

, transfer to any non-American] | negotiations, 404-439. 
power, 461-468 | Basis for, preliminary conversa- 7 

boo Economic cooperation, U.S. (see also tions, 404-420, 447, 448, 450, 
' : | Financial assistance, wide) pro-| 451, 452 

jected discussions in Washington, {| ‘loar ition: Fastnn © 
7 | 439, 440-441, 445-461 passim, | ee ee de Vcore to 

| 473, 7738, 774, 775, 776 Ro steamship conference a sine 
} Exchange situation, 445, 453, 459-460 a qua non to signing agreement, 

Ex-President Alessandri, visit to 414-415, 416, 416n, 417, 418— 
| United States, 432 - 420, 460; views on U. 8S. pro- 

Financial assistance, U. 8., 439-461 posals, 433-435, 4385-437 | 
Chilean situation, 439-443, 444- Commercial modus vivendi, signed 

445, 447-448, 449, 452, 453, | Feb. 20 and 24, citation to text, 
E 206, 457, 459, 464, 473 ' 403-404, 439 

xchange situation, problem of, Compensation agreements, relation 445, 453, 459-460 : ‘to, 407-408, 413 
Export-Import Bank loan: Fj a . ted 

Discussions leading to, 439-449; inancial arrangements with Unite 

interest rates, 440, 449, 450, Biates, relation to, 453, 454, 
451, 452 55, 458, 459 

Funds allocated, 432, 450, 451- General provisions: Exchange situ- 
453, 510, 780 ation, provisions relating to, 

Further credit requests, 426, 451, 407, 408, 409, 411, 412-413, | 
458, 454, 455, 456, 457, 458 421, 433, 434, 459; most- 

Utilization, projected discussions favored-nation provisions, 406, 
in Washington regarding, 409, 436, 437; quantitative 
439, 440-441, 445-461 control of imports, U. S. 
passim, 473, 773, 774, 775, position, 407-408, 409; “stand- 
776 ard” provisions, consideration 

Foreign debt payments to United of, 407, 409, 411, 412-413, 422, 
7 States, relation to, 432, 441, 423, 425 

442-443, 444, 446, 456, 457, Public notice of intention to nego- 
473, 482, 491, 774, 775, 777, tiate, 264, 409, 412, 414, 415, 
778 416-418, 419, 420, 448, 450
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| a le Continued Colombia—Continued | 

agreement with Uni eo bia—Continu 
| 

"Continued nited States Foreign debt service, negotiations fo 

| Tariff concessions to Chile (sched- Apepumption, 469-519 » TOF 

| ule ID, discussions, 264, 405- alysis of situation and history of | 

406, 409, 410, 411, 4 ia’ 4n1_| negotiations, 469-476, 479-481 

422, 424, 427-428, 190-435 Colombian: Debt Commission, 471 

| 438-439; copper, decision to Fi 491, 492, 495, 504 

| 136438 410, 424, 427, 430 aati aa tod rinited States, | 

£99, 200 
an ion to debt le 

‘Tariff concessions to United States Boe Bie’ Bie 482, "301,502, 

"(schedule 1), discussions, 406 porene? O20 512, 515, 516 518” 

407, 422, 428-429, 431, 439 oreign’ Bondholders Protective 

Trade with Germany, 407-408, 447, pounclly aor 46 481-500 

8, 4 
? ~ , , 512-51 , 

U. .. private investment in, U. S Obstonk ve - ° ” 

rotection of, 441, 44 "460 cles to resumption: Ih | 

Western Hemisphere oc 3) ty cone, political situation, 0 aTL, L 

position regarding patrol (see oie 472, 473, 480, 483, 484 486, 

Defense problems, supra), 37-38 502, 503; World War IL 501, 

| chure 100, 120-121 , , Oth 503, p04, 508, 510, 513, 517 | 

7 Doe Westen. Be messages regard- “in on mane se settlement | 

| : : 
ign 

: me a BE al emisphere security p 477, 487, 492, 503-516, mg 

ocos Island, U. 8. disinterest j roposals for settlement: | | 

sition from’ Ci erest in acqui- Interest rates, pro : . 

521, 634 Costa Rica, 462, 520- ing, 470n, f3 474, 480° 482 

Colombia, 469-519 a FSB ABO: Be Boe. Bon: 490, 

Air lines, reorganization, 73 513, 515, Bae 502, 503, 504, . 

Belgian Railroad, purchase, 486 Laylin-Sim fo , 

onds on New York stock market “198. 5 pson formula, 496, 

| C erty, 475, 487, 516 Lépez proposal Pr , 

offee exports, 48 
8: rovisions 

cermepmen aimee] Ea 
_ Currency stabilization see also ur a 483, 485, 486, 487; rest 481 

: Reon ae asistance apes | of 5 ee oilers Cound one | 

| 1 cooperation, U. 
- : 

| Financial assistance, infra » Bee | 189, 400 401, 495 9 eO0 

Exchange control: Arrangement with Other proposals: ‘Percontane of 

ation and question or removal of service, 474, 486, 488, 490; | 

8, : A 

é d 

6489 507 For debt service, 490, 491, : 

Financial assistance, U. S.: Agricul- 492; refunding of internal - 

. tural Credit ( Mortgage) Bank | issues, 482, 486, 488, 489-490 

| request for aid in financing, Schroeder Banking Corporation, as | 

478-479, 480, 483, 486, 517-518: adviser to Colombian Govern- 

Coast Guard, request for aid hed ment, 474-475, 498n, 516 

reorganizing, 479, 480, 486; cur- U. 8. position: Financial aid 

rency stabilization, request for _ countries in default o d bt 

direct gold loan or dollar credit 473, 478, 482, 501 502 50 : | 

for gold collateral, 477-478, 482 509-510, 512 ’ 515, 516, 318% 

at 485, 500, 501, 502, 505, 507, role of State Department in 
8, 509, 511, 518; discussions negotiations, 469, 493-495, 4 7, 

regarding, 473, 477-479, 480 ; 498, 500, 502-503, 512-513 a, 

| 482-483, 484, 485, 486, 500-5 7} Oil industry, de , 

504-50 ; 02, y, development, 485, 489 

504-505, 506, 507-510, 511-512, 490, 491,492,504 
518, 773, 774; Export-Import Security and solidarity measures, 47 

Dane oe bor 808, 509, 510 486, 500n _ 
, 483, 486, 508, 509, 5 Trade 

482, 485, 486, 907, 208, 600) $10,| TTC tion of modification, 477,488, 

rea foreign debt settlement, 
484 odification, 477, 483, 

relation to, 473, 478, 480 "| T i ) 

BOL, 502, S68, 510, 512, 58, 18251 clenbus 8 8 soutthgg, 107, 1 Tite 113, a8 uttling, 107, 109-110, 

293800—57——_53
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_ Commercial agreements, provisional (see | Cuba—Continued - | | 
| 7 also trade agreements), between | Economic cooperation— Continued 

| ' Unite ates and— — stabilization fund, 540, 541 . 
: _ Chile, signed Feb. 20 and 24, citation| - - 547, 550, 557-558 oe ’ " 

| _ _ - to text, 403-404, 439 . - Prerequisites to (see also Legisla- © : 
, Venezuela, signed May 9, continuing | - tion, infra), 522-529, 530-531, — 

1938 agreement, 805-807 - . 682, 533-534, 536, 539, 541, oy 
Commissions, committees, etc.: 644-546, 547-548, 549, 553 
Foreign Bondholders Protective Coun-| | Technical aid to Cuba, offer of, : 

~ . @il. See Foreign Bondholders 530, 531, 541, 548, 557, 558 : 
_ Protective Council. Ten Points, 527 : OC 

_ Inter-American Financial and Eco-| Financial situation, 522-524, 538-539, : 
nomic Advisory Committee, 42~ — §40, 557, 569. | 

_ ,44, 454, 455, 514, 515, 516-517 - Foreign debt. See Public works debt, 
| Inter-American Neutrality. Commit- infra. a 
\ Z tee, 45-47, 77, 123, 124, 214 Guanténamo naval station, 535 
; Mediation Commission. See under| Legislation affecting U. S. interests, 

: Honduras-Nicaragua boundary | — B. ie representations regarding: 
‘dispute. = 9° « | ot ebt settlement bill, 525, 526, Conferences, international: - 527, 529, 533, 536, 538,540, 546, 

' American States, Eighth Interna- 547, 547-548, 549, 553, 554, 555— 
| Ts pone! Conference of, Lima (1938),| 38 568; monetary law, 530, 

, 634, 641, ee , _ 530n, 533-534, 539, 548, 554; | Finance Ministers of the American} revaluation bill, 522, 548, 554-0 
. Republics, first meeting, Guate-| _ 655; tax bill, 523-524, 530, 548, 

. ~ mala (Nov. 14-21), 42, 42n | 554, 555 Oo 
. Foreign Ministers of the American} Morris claim, U. 8. efforts to secure - 

Republics, Consultative Meeting settlement, 530, 532, 536, 554 
at Panama (Sept. 23-Oct. 3).| Nationals in United States, draft 

| oS See Foreign Ministers. treaty concerning, 531, 533, 537— 
Inter-American Conference for Main-| —-538 7 a 

ok Gooey oe ae Buenos Aires Navigation, draft treaty coneerning, | 
A ge yy yy Oe - ’ ) - | 
Continental solidarity (see also Foreign} pyplie works debt, U. 8. efforts to | | Ministers of the American Repub- secure settlement, 522-529. 530— 7 

———g,__ Hes), 25, 56, 500n, 582, 614, 643, 765 531, 532, 533, 536, 538, 539, 541, : Corn, islands, proposed 5 S. purchase} (645, 547-548, 549, 553, 554, 555—- | 
Cos ta Rieas 7 | 556, 568; Purdy and Henderson 

Cocos Island. U S disin terest in claim and Warren Brothers claim, , U.S. 
| “acquisition, 462, 520-521, 634 Pan) bad) ee oats 828, 529, 530, 

Defense of American Republics: Ter-| public works program, See Economic 7 | ritorial waters, U. §. cooperation cooperation, U. &.. suvra | 
in patrolling, 49n, 50, 52; U.S] oo. P » U.®., Supra. 
roposed legislation. authorizin 7 

7 cooperation in supplying men Economic importance of, 523, 532, 553 
_, tériel, attitude toward, 7-8 Suspension by United States of Member, Inter-American Neutrality | YbS? cod adtistmee eae act 

ommittee, 4 7 : ~ 
Member, Mediation Commission, DOR. duty, 529, 560, 566- 

| | Honduras-Nicaragua boundary 573; text of U. S.-Cuban memo- 
: | dispute. See Honduras—Nica- _Tandum, 574, 577-578 - 

ragua boundary dispute: Medi- |. eee eee een eae euiRs 574. 
3 3 3 3 

San “Haan Re eon. ization. See | 575-576, 576n, 577-578 under Nicaragua. Technical aid, U. S. offer of, 530, 531, 
Venezuela, relations with, 161 541, 548, 557, 558 | 

Cuba, 522-578 | Trade agreement with United States 
Defense of American Republics, atti- (Aug. 24, 1934): 

tude toward U. 8. proposed legis-| | Cuban legislation at variance with, 
lation authorizing cooperation in 523-524, 533-534, 554 

_ supplying matériel, 9n, 9-10 Pineapple slips, exportation, 553 
Economic cooperation, U. S., dis- References to, 531, 567, 568 

cussions regarding, 530-558 _ Supplement to, signed Dec. 18, 
Loans, Cuban request for: Public negotiations for, 537, 558-578 

works program, Export-Im- Additional items, question of in- 
port Bank loan for, 522-523, clusion, 532, 550, 559-560, 
524, 531, 532, 536, 541, 548; 561-564
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Cuba—Continued | Dominican Republic, 579-595 - 

Trade agreement with United States—| Convention of Dec. 27, 1924, with 
- Continued . United States, negotiations for 

Supplement to—Continued _convention modifying, 579-595 

Concessions on rice, 562, 565, Customs receivership: Bank plan, — 
| 573, 574, 576; on sugar, 564- 579n, 580, 581, 584, 589, 590; 

565, 566-573, 574, 575-576 Dominican :proposals for, 580, 
576n, 577-578; on tobacco, 583, 585, 588 3. crops Pils for. 

| | . “B70, plan, 591; U.S. proposals for, : 
| 7m 565, 566, 569, 570, 571, | ; ‘581, 588-589, 590, 591 - 

oe: , Customs tariffs, need for revision, 
Prerequisites to, 525, 527, 531, | 584, 586, 590,593. 

| g . f vege rr Dominican proposal to abrogate | 
uspension of negotiations, U. 8. convention and to back debt 

lo, a1, 542, B43, 544, Bus; armeng by optel Dominican 
ren et a, | Temps gpooion of eeptae 

. Dec. 18, citation to, 577 U. 8. bondholders, protection of, 
U. §.-Cuban memorandum, Dec. | — 580, 586-594 passim 

18, 577-578 Customs revenues, application toward 

Treaties with United States (see_also | foreign debt payments. See Con- 

Trade agreement, supra): Com- vention of Dec. 27, 1924, supra. 

mercial convention of Dec. 11,| Customs tariffs, need for revision, 584, 

| 1902, cited, 569; establishment} _ _ 586, 590, 593 — 

7 and navigation, draft, 531, 533, Defense of American Republics: Ter- 

537-538; Platt Amendment, ref- ritorial waters, legislation control- 

a erences to, 531, 535; treaty of ling entry of belligerent. subma- | 

relations, May 29, 1934, cited, | rines into, 40; U. 8S. proposed 

531, 535 legislation authorizing coopera- * 

U. S. oil interests in, question of tion in supplying matériel, atti- | 

_ taxation, 523-524 tude toward, 5 | 
oe | Foreign debt, application of customs 

Debts, external. See Foreign debt. _ revenues toward. See Conven- 

Declaration of Lima (1938), 16, 641,644] _ tion of Dec. 27, 1924, supra. | 
Declaration of Panama, Océ. 3: _ German merchant ships blockaded in 

Formulation, discussions at Foreign _ Netherlands West Indies ports, 
Ministers’ Meeting leading to, 25, interest in purchasing, 54-55, | 
26, 27, 27n, 28, 29-33, 35 a8 , | 

Security zone established under. See | Haitian boundary dispute, 645 
Security zone. | National bank, proposals for estab- 

Text, 36-37 lishment, 579n,. 580-581, 581- 

U. 8. interpretation, 87-90, 117-119 Rif O84 Bt oe OM f United 

Defense of American Republics (see also ; “St tes 579-580 ase irom Vnive® . 

Foreign Ministers of the American WUALES, es 
Republics and Security zone): Trujillo Molina, Gen. Rafael L., visits 

Brazil, U. 8. cooperation in national _ to United States, 579, 581, 582, 

defense, 349 Duseela, a Baa ed otention by British — . usseldorf, S. S., dete 
Chile, Gefense problems. See under in Chilean port, 97, 98, 101, 103, 

ae. 105, 119, 123 
Haitian proposals, 637—646 : | 
Military and naval matériel for, U. 8. | Easter Island, U. S. disavowal of desire 

proposed legislation authorizing to lease from Chile and opposition 

cooperation in supplying: Atti- to possible transfer to any non- 
_. tude of American Republics, 2-5, | |, American power, 16h Inte 

714: <i economic Advisory Committee, Inter- 
resolution, 20 er text of joint) "American, 42-44, 454, 455, 514, 

eaname Canal, a“ f Eeonemic snd pe cooperation 

submarines, belligerent, measures tor with other American Republics (see 
control, 27, 30, 32, 40, 121 also under Brazil, Chile, Colombia, 

Subversive activities in American Re- Cuba, Ecuador, Nicaragua, Para- 
publics, measures for control, 17, guay, and Peru): 

34, 75-76 General policy, 18, 21, 509, 604 
Swan Islands, possible value of, 653| Loans, U.S. See Loans.
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. Economic and technical cooperation | Ecuador—Continued | oe ~ 
oo with other American Republics—{| Trade—Continued . . 

| Continued oe aa | Statistics, 604-606, 611, 616-617, 
U. 8. attitude toward credit to coun- 622 | _— | 

tries in default on external debts, United States. See Economic co- 7 
482, 509-510, 512, 777 operation and Import-control 

_ Ecuador (see also Ecuador—Peru boun-  - measures, supra. : 
| _.. dary dispute), 596-635 ‘| Trade agreement with United States: | 

| | Defense of American Republics, atti- “Noncompliance of import-control . 
tude toward U.S. proposed leg- regulations with. See Import- 

- islation authorizing cooperation | | control measures, supra. 
_ in supplying matériel, 4 | Results, 631-632 : | 
Economic cooperation, U. §., discus- | Ecuador—Peru boundary dispute, 141- , 

sions regarding, 596-606 147,178 
Foreign debt situation, relation to, Border clash, claims and counter- 

597, 599 Oo .  @laims, 144-147 | 
. Loan, request for, 596-597, 600-| Renewed efforts toward settlement 

601, 603-604, 618 | ~ by Brazil, Ecuador, and United 
Technical aid, 596-597, 598, 601n, | States, 141-143, 349. : 

| — 602, 602n, 606. _. | El Salvador, defense of American Re- 
_ Extradition treaty with United States, | publics: Territorial waters, U. S. 

7 signed Sept. 22, citation to text, | cooperation in patrolling, 49n, 51, 
| 6-635 | : | -. 62-58; U. 8S. proposed legislation 

Galépagos Islands, U. 8. attitude} . authorizing cooperation in supply- — 
toward proposed acquisition, 462, ing matériel, attitude toward, 3-4 , 
463, 464, 467, 468, 633-635 Exchange control (see also under Ar- 

: Import-control measures, noncompli- gentina, Brazil, and Colombia): 
ance with U.S. trade agreement, Bolivian situation, 313, 315, 316, 
607-635 re 317, 318; Chilean situation, 445, | 

_ Legislative decree of Mar. 3 basing 453, 459-460 : 
| import quotas on export val-| Exeter, H. M. 8., encounter with Graf 

ues: Operation, 604-605; U. S. Spee (see also Graf Spee), 92, 96, — 
efforts for repeal or amend- 106, 108, 122 | 
ment, 612-613, 613-615, 616— Export-Import Bank: 

| 617, 618-620, 622-623, 623,} Charter renewal and proposed in- _ 
: sO 625-628 : crease in. lending powers, 351, | 

Regulations of Jan. 6: __ 439-440, 441, 442, 444, 445, 450, 
Efforts by United States for re-} = 456, 509, 541 

7 moval of restrictions on U.S.| Credit to governments in default on 
imports, 607-612, 613, 615- external debts, policy regarding, 
616, 617-618, 620-622, 623- 482, 509-510, 512, 523 | 
625, 628-631, 632-633; ex-| Extension of credit to— | 

a change of notes with United Brazil, 350, 351, 353, 355-356, 
_ States, 621, 623-624, 629 362, 363, 385, 388, 393, 395-396, 

Thirty percent import-control 442, 447, 455, 456, 509, 510 
plan, 618, 621, 625, 628-630, Chile. See under Chile: Financial 

_ 632 assistance. 
| Termination of import-control sys- Nicaragua, 726, 729, 730-731, 736 

_ tem, 632-633 Paraguay, 758-768 
| Maritime safety zone, 635 Requests for credit, by— 

' Soviet invasion of Finland, initiative Bolivia, 314, 315, 317 
for proposed collective protest by Colombia. See under Colombia: 

| American Republics, 128, 129, 139 Financial assistance. 
Technical aid, U. S., 596-597, 598, Cuba, 522-523, 524, 531, 532, 536, 

601n, 602, 602n, 606 541, 548 
Trade: Ecuador, 603 

Exports of coffee, 617, 629n, 630; Paraguay, request for further cred- 
crude petroleum, 605, 606, it, 765-768 
612, 613, 614, 619, 620; gold Peru, 505-506, 507, 509, 775, 779- 
bullion, 605, 606, 612, 614, 780, 781, 782, 784 
619, 620; mineral earth, 605, | Expropriation of properties. See Bo- 
612, 614, 618, 619, 620, 622 livia: Oil properties; Mexico: Ex- 

Relations with France, 605, 611, propriation of ayrarian properties; 
622-623, 630; Germany, 605, and Mexico: Expropriation of oil 
632; United Kingdom, 605, 623 properties.
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Extradition treaties: U. S.—Ecuador, | Foreign Ministers, ete.—Continued | 
treaty signed Sept. 22, citation to} Declarations and resolutions—Con. 
text, 635; U. S.-Mexico, supple- Maintenance of International Ac- 
mentary convention signed Aug. tivities in Accordance with 
16, citation to text, 719 | a Christian og Srality, Declara- 

a , : ion on, , 12¢ | 
Finance Ministers of the American Re- Neutrality of American Republics, 

PRon iN Ineeting, Guatemala General Declaration of, 40, 70, 
ov. 14-21), 42, 42n , v4 

Financial and Economic Advisory Com- Panama, Declaration of. See Dec- 
_. mittee, Inter-American, 42—44, 454, laration of Panama. 

_ 455, 514, 515, 516-517 | German merchant ships blockaded in 
Financial assistance to other American Western Hemisphere ports, dis- 

Republics. See Economic and tech- cussions on. problem of and | - 
_-- nical cooperation; Export-Import possible transfer of title to 

Bank; and Loans. on neutrals. See under Germany. , 
Finland, Soviet invasion, proposed col-| Guatemalan threat to introduce | 

lective protest by American Repub- | _ British Honduras-Guatemalan : 
lics, 128-140 . problem, 181-188 passim | 

Brazilian position, 138 Panama, Declaration of. See Dec- | 
Chilean refusal to join in protest, 100, | . laration of Panama. 

130-132, 134-136, 138, 139 Results, résumé, 33-34 
Declaration of Panama Foreign Min-| France: Brazilian debt service, attempts 

isters Meeting on Maintenance of |. for resumption, 366, 367, 371, 372, 
International Activities in Ac-|- 373, 374, 375-376, 377, 378-379; 

: cordance with Christian Moral- Declaration of. Panama, position 
- ity, invocation, 128, 129 - . regarding, 39, 39n, 115; German | | 
Ecuadoran initiative, 128, 129, 139 - merchant ships blockaded in West- - 
Mexican position, 130, 138 ern Hemisphere ports, position on — | 
Panamanian efforts for, 128, 129-130, iransfer of {itle to 6a ng terest, 

132-133, 1 | » VE, VI~OD, Ul—VDO, OY, Ud, fo, 10, 
Peruvian position, 138 76-78; Mexican offer of industrial 

Text of Panamanian draft, 137 . - compboration . and on Sales, 706; 
U. 8. position, 128-129, 133, 136, Bonndon GOB 61%, 622-653. 620" | 

137-139, 139-140 | Freedom of the seas in international law — Foreign Bondholders Protective Council naladare ’ 
(sce also Foreign debt), 354, 360, effect of Decieration of 199 193" 
361, 363, 364, 365-369, 370, 371, 126-127 °° ’ ’ 
374, 377, 469-476, 481-500, 502- 

203) oe a aod raat oe Galapagos Islands, U.S. attitude toward 
, dd aoe , proposed acquisition from Ecuador, 

757, 777 462, 463, 464, 467, 468, 633-635 |” 
Foreign eet (see, also Cuba: Public Germany: a ee? 

| works debt; Dominican Republic: we eae Convention of Dec. 27, 084; Haii:| Deeletasion of, Panama, Position re 
American loan contract; and under ¢ 27) . 
Brazil, Chile, Colombia, and Peru): Foreign | Ministers ev teeting at op fs 

_ Argentina, 472; Bolivia, 320; Ecua- Graf 8 ee incident See Graf Spee 
| dor, 597, 599; Mexico, 711, 717;] Merchant ships: Dee. 

Panama Canal annuity payments, Blockaded in Western Hemisphere 752-757; Uruguay, 483, 490, 789, ’ vous 1Sp ; . . | ports, question of trading be- 
790, 795; U. 8. policy regarding | tween American ports and pos- credit extension to countries in : Pp Pp 

: sible transfer of title to neutral | 
default, 482, 509-510, 512, 777 interests, 28, 30-32. 33. 34, 38 

Foreign Ministers of the American Re- 54~84. 86. 89-90, 90-91: efforts 
. ublics, Consultative Meeting at by U "Ss interests to purchase 

Panama (Sept. 238-—Oct. 3), 15-41 56-57, 58, 60, 62-64, 68, 78, 84 

Agenda, invitations, and delegates, Columbus, 8. S., scuttling, 107, 109- 
15-25, 26, 27, 29; German request 110, 111-112,119 
for observer, 28-29 Dusseldorf, S. §8., detention by 

Committees created by final act, British in Chilean port, 97, 98, 
establishment, 42-44, 45-47 101, 103, 105, 119, 123 

Declarations and resolutions: Mexico: German influence in, 56, 64; 
Inter-American economic coopera- trade with, 56, 57, 58-59, 60, 63, 

tion, resolution on, 765 77, 707
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| Germany—Continued —_ | Haiti—Continued — - cE . 

‘Trade with Argentina, 227, 228, 229,| | American loan contract—-Continued . 

| -' » 230; Brazil, 382, 386, 387, 390,} ©: 1988 moratorium on, signed July : 
-- 391, 397, 399, 400, 401; Chile, 8, negotiations for and citation 

‘407-408, 447, 448, 449; Colom- to text, 646-649 © 
bia, 476-477; Ecuador, 605, 632;| Boundary. dispute with Dominican 

| Mexico, 56, 57, 58-59; 60, 63, 77,| | © Republic,645- 2 
707; Peru, 773, 779 - Defense of American Republics: Mu- 

| ‘“‘Good neighbor’ policy, 1, 520, 638, tual assistance pact envisaging 
7 641, 683, 732 oe | establishment in Haiti of U. S. 

| Good offices of Department of State. military base, proposals for; 637— . 
See Bolivia: Oil properties; and 646; President Vincent’s views 
Colombia: Foreign debt service. on, 637, 640-643, 645-646; U.S. 

Graf Spee incident: — __ | proposed legislation authorizing 
| ' British position, 102, 121-122 | - eéoperation in supplying matériel | 

| | German position, 102, 106 for, attitude toward,2. | 
Joint protest by American Republics:| Economic situation, 647-648 

° British and French inquiries con-|° Pro-Americanism, 638, 643 — 
. -eerning, 115, 117 | U. §. naval forces, arrangement re- , 

' Positions taken by—_ : garding, 638-639 | 
| All American Republics, 113, 116} Honduras (see also Honduras—Nicaragua | | 

. Argentina, 97, 98, 100-101, 104,; | boundary dispute): 7 
105-106, 108, 111, 118, 115,; Defense of American Republics: | 

os 116 | . “ . Territorial waters: Legislation con- 
- --- Brazil, 96-97, 98, 104, 105, 107,;' =. -~—Sstrolling entry of _ belligerent 

: 107-108, 110-111, 113, 116] © submarines into, 40; U. S. 
-.- Chile, 100, 103, 111, 113, 114,] |. cooperation in patrolling, 49n, 

Co 120-121, 1238-124 — §0-5E 0 
~ Panama, 113, 117. | U.. 8S. proposed legislation author- 

| Peru, 110, 113, 114, 115 a izing cooperation in supplying 
: United States, 94-96, 99, 105- matériel, attitude toward, 9n, 
ce 106, 113, 114, 116-117 — 18 : Co , 
--  s Uruguay, 104, 108-109, 114, 120} Nicaraguan President, visit of, 161, 

| | -~ Texts: Original U. S. draft, 94-96; 162, 163, 164-165, 167, 168 
redraft by Argentina and| Swan Islands, U. S. attitude toward 

| a amendments, 100-101, 108- question of sovereignty, 650-653 

| | 109, 110-111, 113-115, 116; | Honduras—Nicaragua boundary dispute, | 
- «text, final, cited, 117n | - 148-172 ; 

Scuttling of Graf Spee and internment! - Arbitral award of 1906 by King of 7 
. of crew, 105, 106, 106n, 107, _ “Spain, 165, 168, 169-170, 171 — | 
Great Britain. See United Kingdom.| Conversations between Presidents of ——. 

. Gross, Lt. Col. Charles P., canal survey Honduras and Nicaragua, 161, 
‘mission to Costa Rica and Nicaragua, 162, 163, 164-165, 167, 168 

: 739, 740-743, 744, 745, 746,747 | Honduran position, 148, 149-150, 
Guaranty Trust Company, 391, 392, 165, 168, 169-171 | 

393, 581-582 Mediation Commission, activities of: 
Guatemala: Aerial mapping of Segovia Basin, 

British Honduras, Guatemalan dispute | _ proposal for, Honduran rejec- 
- with United Kingdom concern- tion, 148-149, 149-150, 168- 

ing. See British Honduras. 169, 169-170; efforts to secure 
_ Defense of American Republics: Ter- Honduran acceptance, 149, 

ritorial waters, U. 8. cooperation 150-151, 152-153, 154-156, 
| in patrolling, 48-49, 53: U. S. 160, 162-163, 166, 167-168, 

| proposed legislation authorizing _ 169 . 
cooperation in. supplying ma- Conferences between Commission 

tériel, attitude toward, 4, 11 | and Presidents of Honduras 

Finance Ministers of the American and Nicaragua, projected, 149, 
_'. Republics, first meeting (Nov. 150, 151, 153, 156, 157, 159, 

— - t4-21), 42, 42n 160 
Military mission agreement with Delays, reasons for, 160, 161 | 

United States, signed Mar. 28, Meetings of Commission, plans for, 
citation to text, 636 148, iol, 152, 156, 157-160, 

: 161, 162, 163-164, 166, 170- | 

Haiti, 637-649 172 a , 
American loan contract of 1922, sup-| Termination of mediation, question 

plementary agreement with of, 170, 171 
United States for extension of! Nicaraguan position, 161, 165, 167
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Honduras—Nicaragua, etc.—Continued | Mexico—Continued 
_U. 8. position, 148-149, 150-151, 153,] Expropriation of agrarian properties, 

: . 156, 158, 159-160, 161-162, 169, U.. 8. protection of American 
. 178 OE interests, 654-667, 698 

Hull, Cordell: Gal4pagos Islands, state- Compensation: First payment un- 7 
ment of U. S. policy toward ac- der 1938 agreement, 659; U.S. — 
quisition, 467, 633; use of force! | ' position regarding-principle of 

_ disclaimed as U. S. policy, 39 : “prompt payment, 655-658 
os a i” _ Dickson land seizures, 662, 663-664, 

Inter-American arbitration, treaty of 667 ne 
(1929), cited, 652 dL Evaluation of claims by Agrarian 

_ Inter-American Conference for Main- - . Commission, U. S. representa- 
tenance of Peace, Buenos <Aires| | tions regarding procedures and 
(1936), 1, 16, 641 | _. delays, 659-661, 666 | | 

Inter-American. Financial and Eco-| Exchange of notes Nov. 9 and 12, 
nomic Advisory Committee, 42-44, 1938, providing for settlement: 
454, 455, 514, 515, 516-517. | _ Ratification of; and appropria- 

Inter-American Highway, 520-521, 726, tion cof funds by Mexico, 
729, 731, 773 a President Cérdenas’ message to 

Inter-American Neutrality Committee, | | . Senate. requesting, 654-655; 
45-47, 77, 123, 124 _.  . U. 8. position regarding prin- 

Inter-ocean canal through Nicaragua. _- eiple of prompt payment, 655- 
- See under Nicaragua. | | 658 oo at, | | 

oe New expropriations without com- 
Japan, offer to purchase Bolivian tin, . ‘pensation, U. S. representa- | | 

321-322 7 — tions regarding, 662-664, 665— | | 
) a 667 —~CO~“‘<C OU 

Lima, Declaration of, 16, 641, 644 Expropriation of oil propertiés, efforts | 
Loans, U. 8., to other Ameriean Re-| — of American companies for settle- 

publics (see also Foreign debt): ment, 667-719 ©. oo 
Extension of credit by Export-Import Basis’ for agreement and’ other | 

Bank to Brazil, Chile. Nicaragua, |. _ proposals by companies, 74, | 
| and Paraguay. See under Ex-| = 668-672, 673-676, 679-684, 

port-Import Bank. _-.. 686-687, 691-692, 699, 708- 
Haiti, American loan contract. of 709, 710-711, 719, 

1922. See under Haiti... | _. Court decisions, Mexican, uphold- . 
Requests for credit by— _—_.. . sing expropriation actions, 673, 

Bolivia, 318-322,:780. st 685, 685n, 712, 718, 714, 716 
Colombia. See under Colombia: | Exportation to United States of oil , 

| Financial assistance. ' from expropriated. properties, 
_ Cuba, 522-523; 524, 531, 532, 536,| 88,715 
— 540, 541, 547, 548, 550, 557-558 _ Impasse in negotiations, 55-56, 63, | 

Ecuador, 596-597, .600-601, 603-| — 664-665, §686-696, 701-703, 
- - (604,618... _ . 404— rs | | 

_ Paraguay, 765-768... Mexican position, 669, 670, 671, 
“Peru. See. Peru: Economie and 680-683, 700-701, 702-703, 708 

financial aid. i Other governments, concern of: 
ee _- British, 676-677, 678-679, 691, 

Mediation, .See Ecuador—Peru bound- | : 702, 707-708, 709-710, 715- 
ary dispute; and Honduras-Nicara-| =——_-719; Netherlands, 691, 709 

_ (gua boundary dispute. = , Points of controversy. or discussion: 
Merchant ‘shipping in Western Hemi-|_ Compensation. to: companies 

sphere security zone, protection of.) == for loss during period of seizure, 
| See Security zone. ~ 668, 691, 693; distribution of 

Merchant ships, German, blockaded in| == —s revenues, 695; embodiment of | 
. Western Hemisphere ports. See} ~ | contract in treaty, proposal! for, 
_ under Germany, = . 668, 674, 676-678; evaluation 

Mexico, 667-719 Se oo _’ Of properties, 670, 671, 681, 
_ Agrarian properties. . See Expropria-| 6838, 685, 701, 702, 705, 710—- 

tion of agrarian properties, infra. 711, 712-714, 715; long-term | | 
Carrizal Corporation, labor difficul-| = © —*-— contracts, 668,691, 692, ‘693, 

ties, 697) ces : _, 694, 700, 702,'717; manage- 
Davis proposal to supply German} ©. ~ment and_ operation - of: com- | 

- - planes and military and: tech- panies, control of, 668, 671, . 
7 nical personnel to Mexico in ex- -.. 676, 680, 681, 683,. 684, 688— 
- change for oil, rejection, 667-668, _ 689, 694, 696-697,.:699, 709- | 

682 © | ro ~ 710, 717, 718-719.
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| | Mexico—Continued =’ | Most-favored-nation principle in trade | 
Expropriation of oil properties—Con. ' agreements. See under Trade agree- - - 

-- Press statement by Acting Secre-} ‘ments. | | _ - 
tary of State, text, 697-700; by | Mutual assistance pacts with foreign | 

_. Mexican Foreign Minister, sub- countries, U. §. policy regarding, | 
_- stance, 700-701 .- 689, 644, 645 

— U. 8S. position, 669, 675-676, 679,| | OS | | | 
682-683, 686-687, 688-689, | National City Bank, 581, 582, 592, 594 ° 

| 690, 696-697, 697-700, 701, | National City-First National of Boston 
702, 703-706 - syndicate, 474,516,518 — | : 

U.S. proposed solutions: .- Netherlands, concern regarding Mexican - 
_ Arbitration, letter of President} © expropriation of oil properties, 691, 

Roosevelt to President C4ér-} § 709 oo a | 
| denas proposing, 703-706;} Neutrality Act of Nov. 4, 33, 65, 66 

- ... British views; 718; Mexican | Neutrality Committee, Inter-American, | 
attitude, 708, 715 — | 45-47, 77, 128, 124 | - 

_..'=- Boards of directors, inclusion of | Neutrality in ‘Western Hemisphere. | 
ao. neutrals on, 688-689, 696-| See Foreign Ministers of the Ameri- 

| . -- . - 697, 699, 702, 704, 709-710 can Republics and Security zone... 
_ Extradition convention with United | Neutrality of American Republics, Gen- 

: States, supplementary, signed eral Declaration of (at Panama 
-  . Aug. 16, citation to text, 719 _ Meeting), 40, 70, 89,94 oe 

_ Foreign debt situation, 711, 717 Nicaragua (see alsoHonduras—Nicaragua 

- Foreign Ministers Meeting at. Pan- boundary dispute), 720-747 
a ama, submission of resolution on} Corn Islands, proposed U. 8. purchase, 
a “continental solidarity,’’ 25 Def 125 t to United St te | 
oS German merchant ships blockaded in a. 132,738 
| _. Mexican ports: Negotiations for | Waren ef Men cnt . _ 

acquisition, 34, 56, 57, 58-60, 61,| Defense of American Republics: Ter- 
| 63, 64, 67, 69, 15, 76, Ti-78, 83; , in batt Mi “49 50; U8 TO- U. S. interests, efforts to.pur-}| powed TO ate wen, Lorizin p 

“ chase, 56-57. 58. 60. 62-64. 84 posed legislation authorizing co- | 
. | ’ os a operation in supplying matériel, 
Member, Inter-American Neutrality attitude toward, 9, 11 

Committee, 47. . _' Economic development, U. S. cooper- | 
5 ‘Petroleum (see also Expropriation of | ation and financial assistance: 
" -. oil properties, supra): Export to Exchange of letters. between 
: United States, 83, 715; foreign President Roosevelt. and Presi- 
7 _ sales, 57, 706, 707,.719 — ~. dent Somoza and memorandum 

- Soviet invasion of Finland, position May 22, 725-730, 731-732, 735, 
on proposed collective protest by| © -737, 739-740; Export-Import 

- Ameriean Republics, 130, 138 | Bank credit, 726, 729, 730-731, _ 

| Territorial waters, legislation con- 736; investment of foreign capi- , 
trolling entry of belligerent sub- tal, encouragement, 727, 730; 

, marines into, 40 road construction, 726, 729, 731; 

Trade agreement with United States, |. technical aid in agriculture, 727, . TO eg ie , ’ 729 

T possibilty of, 677 7 Foreign exchange and commercial ar rade witk rm x n Tela al 
60, 63, 77, 707 0° 56, 1 98-59, _ °° rears, 726, 727, 729, 730 | 

Unneutral activities in, possibility of,} Inter-ocean canal, Nicaraguan desire 
| 56, 64, 75-76 | _for U.S. construction under 

Military and naval matériel for defense Bryan” Chamorro treaty U, 
of American Republics. See De- proposed Jegisiatlon, ; ? 
fense of American Republics. _, (22, 723, 724, 731-732, 733, 738 

: Military aviation instructors, U. S.- Military d State Aer comer wit 
' Argentine agreement providing for, nited States, signe ay amy 

signed Sept. 12, citation to text, 302 727; citation to text, 747 | 
as Te? * ~~~} National Guard Military Academy, 

Military mission agreement. between appointment of U. S. Army 
United States and— fi di 727 730 

Guatemala, signed Mar. 28, citation Orc eras Cirector, (24, to text 656 #0; President Somoza: | a 
_ vO Lext, | . . Visit to Honduras, 161, 162, 163, 

Nicaragua, signed May 22, 727; cita- 164-165, 167. 168 t 
tion to text, 747 | | «at tad” : | vet ls Visit to United States, 721-722, 

Monroe Doctrine, 174, 204, 208, 224 723, 724, 725, 728; exchange of 
Morris claim (Cuba), U. S.. efforts to letters with and memorandum 

secure settlement, 530, 532, 536, 554 to President Roosevelt May
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. Nicaragua—Continued 7 | Panama—Continued | 
President Somoza—Continued Treaties and agreements with United | 

| 22, 725-730, 731-732, 735, 737, | - States—Continued | 
739-740 . - General treaty of friendship and 

San Juan River, proposed canaliza- cooperation and exchanges of 
tion, and waterway from Lake notes Mar. 2, 1936: Exchange 
Nicaragua to Pacific: of notes Feb. 1 clarifying, cita- , 

Cleveland award (1888), cited, 737, tion to text, 749; relationship 
746 to 19038 treaty, and provisions : 

Costa Rican rights, protection of, regarding Panama anal an- | 
| 733-736, 736-738 . nuity, 752n, 755, 756-757; 

Defense value, 721, 728, 734, 738 U. Q' legislation at variance 
Nicaraguan efforts for U. 8S. con- with spirit of, statement by | 

struction, 720-722, 725-726, President Roosevelt, 749-752 | 
732 oe Monetary agreement of June 20, 

Postponement of project, 747 - , 1904, 756-757 | | | 
Treaty between Costa Rica and Neutrality in territorial waters and , | 

| Niearagua, Apr. 15, 1858, Canal Zone, agreement of © 
possibility of invocation, 745, Aug. 26 with United States | 
(746 confirming that Oci. 10, 1914, . 

_ Treaty between Costa Rica and protocol is in effect, 748 
oo . Nicaragua, signed Apr. 5, 1940,| Panama, Declaration of. See Declara- : 

: negotiations for and substance _ tion of Panama, © | : | 

- of draft, 734, 737-738, 739-|Panama Canal: Additional facilities, _ 
| | 740, 741, 742, 743-747 construction, 723, 724, 733, 749, 

U. S. position, 723, 724, 728-729, 750, 751; annuity payments, dis- oe 
733-734, 735, 736, 739-740, position, 752-757; defense of, 724, | 

: 747; survey mission to Costa. 748; employment of Panamanians, 
Rica and Nicaragua, 726, 728-| | statement by President Roosevelt 
729, 733, 734, 736, 739, 740- regarding U. 8. legislation denying : 

. %43, 744, 745, 746, 747 | equality of treatment with Amer- | 
icans, 749-752; U. S.-Panamanian 

Oil problems. . See Petroleum. treaty of Nov. 18, 19038, 755, 756, 

Pan American Airways,73 Panama Consultative Meeting of 

Pan American Highway. See Inter-|. Foreign Ministers. See Foreign | 

American Highway. 7 Ministers of the American Re- | 
Panama, 748-757 a publics. | 

: Citizens of, employment by Panama | Paraguay, 758-768 | | 

Canal, statement of President}; Chaco dispute with Bolivia, peace 
Roosevelt regarding U. BS. legisla- treaty July 21, 1938, 178, 305, 

. tion denying equality of treat- 760, 762 
_ ment with Americans, 749-752 Defense of American Republics, at- 

Defense of American Republics: titude. toward U. 8S. proposed 
Territorial waters, legislation con- legislation authorizing coopera- 

trolling entry of belligerent tion in supplying matériel, 8, 10 
submarines into, 40 , Economic development, U. 8. cooper- 

Territorial waters, neutrality in. ation and financial assistance, 
See under Treaties, infra. 758-768 | 

U. 8. proposed legislation author- Agricultural production, 760-761, 
: izing cooperation in supplying 762 | 

matériel, attitude toward, 8 Currency stabilization, 759, 761, 
Graf Spee incident, position on joint 763, 764, 765-768 

protest by American Republics, Export-Import Bank credits, 759, 
113, 117 761, 762-768 | 

Panama Canal annuity payments to, Investment of foreign capital, en- 

752-757 couragement, 761, 763 

Soviet invasion of Finland, efforts for Technical aid, 760, 763-764, 767— 

collective protest by American 768 | 

Republics, 128, 129-130, 132- Transportation facilities, 758-759, 

133, 187, 139 __ 760-761, 762, 764, 767, 768 

Treaties and agreements with United| Presidency of, change in, 759n, 762 
States: Peace, Inter-American Conference for 

Canal treaty of Nov. 18, 1908, 755, Maintenance of, Buenos Aires 
756, 757 (1936), 1, 16, 641
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. Peru (see also Ecuador—Peru boundary Recognition. See Bolivia: Government, a 

oO clispute), 769-785 oe "bore |  changesing 29205 005 : 
| ‘Currency stabilization and foreign | Roosevelt, Franklin D.: E ] ‘exchange, 779, 780, 781, 782, 783| and the Galdpagos, concept of as 

Defense of American Republics, at- scientific preserves, 461-462, 634: 
_ titude toward U. S. proposed Mexican expropriation of oil prop- | 

__ legislation authorizing coopera-| erties, letter to President of Mexico __ 
_-—-_ g,__ ton In supplying matériel, 5 _ Aug. 81 proposing arbitration, and 

Economic and ‘financial aid from Mexican attitude. 703~—706. 708: 
| ‘United States, discussions re-| — Nicaraguan-U. c relations, ex- 

- O arene Oe discriminati | change of letters May 22 with 
: es of U. S. discrimination i 1 President, 725-7 

| "against Peru, 773, 774-775,| 735, 737, 730-740; Panama Canal, 
FEO, .. | statement Aug. 11 regarding U. S. 

| | Exploration gf Possibilities for aid, | legislation denying to ‘Panamanians 
’ ) , OLY, 2 7} equality of treatment in employ- 

| 775, 776, 778-779 a t, 74 . iet i i 
__ Export-Import Bank credits, _re- Fialend, Maat yn vadion of 

| quest for, 505-506, 507, 509, demning, references to and text 
: (75, 779-780, 781, 782, 784 _ ited, 129, 129n, 133, 134, 136; 

; _ Foreign debt, relation to, 510-511, U. S. ports. or territorial waters, 
| - Foreign ake page 77-178, 731 ‘te | proclamation onuse by submarines __ 

| yayments, prerequisite of foreign belli t : 

ret dasa BESERE WE |__ orien Dlg lie SO 
774, 775 ~778, 781 an ‘oti “a, : 

- Graf Spee incident, ‘position on joint San ‘Nieuwe canalization. See under | 
| protest by American Republics, Schroeder B Gi | ae: : | 110, 113, 114, 115 | Schroeder. Banking Corporation, 474- 

| President Benavides, attitude toward 475, 498n, 516 | . 
| United States, 773, 775-776, 784 | Security zone in Western Hemisphere, 

, _ Soviet invasion of Finland, position on | violations by belligerents, 48-53, 
, . _ proposed collective protest by 85-127 8 | . 

American Republics, 138. Belligerent ships in (see also Enforce- 
| Trade agreement with United States, ment measures, infra): . | 

i proposed: Basis for, preliminary General Declaration of Neutrality 
| _ discussions, 769-773, 774, 781; of American Republics, provi- 
| most-favored-nation principle, Hot sions regarding, 40, 70, 89, 94 | 

, 774 _ ot pursuit, 86, 
Trade with other countries: Cotton Merchant ships of belligerent na- | 

| exports, 505, 779, 782; Europe, tions (see also under Germany): 
773, 779; sugar exports, 505, 772, Conversion to warships, ques- 
73, 779; United States (see also 1 38 Ge Te sO nt of, 

. rade agreement, supra), 779, 2 009 Ny ON) ’ 
780. 782 Panamanian waters and Canal : 

Petr oleum : 8 Zone, neutrality in, U. S.- 

Bolivia, confiscation of oil properties.| be econ firma that nt of Aug. 
See Bolivia: Oil properties. 191 L  rotocor ig on effect 748 

Brazil, commercial arrears due Amer- Warships: P n os 
ican oil companies, 381 | | ’ +t | 

| Colombia, development of oil in- Graf ope incident. See Graf 
dustry, 485, 489, 490, 491, 492, Internment. See une Enforce- 

eye . . ment measures, infra. 
abe. US on io gerests in, question of _ Submarines. See Submarines. 

Mexico: | British position, 29-30, 39, 85-86, 90, 
Export to United States, 83, 715 96, 117-119, 121-123, 124, 126- 
Expropriation of oil properties. 127 . 

See under Mexico. Demarcation of zone, 25, 35, 37, 88, 

Foreign sales, 57, 706, 707, 719 89; map, facing 35. 
Platt Amendment (1903), references to,}| Enforcement measures: 

531, 535 Internment of belligerent warships, 
Portugal, attempts for resumption of question of: British position, 

Brazilian debt service, 372, 373, 119, 127; international law 
375-376, 378 provisions, 93-94, 127; posi- 

Purdy and Henderson claim (Cuba), tions taken by American Re- 
BOB sas to, secure settlement, publics, 32, 96, 99, 110, 118, 

3 3 ? 3 3



Security zone in Western Hemisphere—| Trade agreements between United 
, Continued | | States and other countries: | 
Enforcement measures—Continued Conclusion of agreements with— : 

Patrol system: Chilean position, Cuba, supplementary . agreement, , 
. 37-38, 100, 120, 121; purpose signed Dec. 18. See under Cuba. 

and operation, 28, 29, 31, 32, Venezuela, signed Nov. 6, citation 
- 37; U.S. cooperation in main- to text, 807 | 

taining patrol, 48-53, 88, 685} Discussions or negotiations with— 
Sanctions, consideration of (see also Argentina. See under Argentina. 

| Internment, supra), 101, 111, Chile. See under Chile. . 
118, 114, 116, 118, 119, 122, Colombia, question of modification, 
126, 127 | 477, 483, 484 | 

| Establishment of zone, 25, 26, 27, 27n, Peru, preliminary discussions, 769— 
28, 29-33, 35, 36-37, 635 773, 774, 781 a 

French position, 39, 39n, 115 Uruguay. See under Uruguay. . 
German position, 39, 41 Most-favored-nation principle, 241, - 
International law application, 93-94, — 243, 260, 265, 268, 269, 282, 288, 

a 118, 121, 122-123, 126, 127 289, 406, 409, 4386, 437, 770, 774, 
Neutral shipping in, detention by| _. 787, 789, 793, 795-796, 797, 798 

British, 91 | Treaties, conventions, etc. (see also 
Shipping in Western Hemisphere secu- _ Trade agreements and under British 

rity zone, protection of. See For- Honduras): 
eign Ministers of the American] SBolivian-Paraguayan peace treaty, 
Republics; Graf Spee; and Security July 21, 1988, 178, 305, 760, 762 
zone. 7 Colombian-German exchange agree- 

Soviet Union, invasion of Finland. See ment May 21, 1937, and Dec. 1, 
Finland. 1938, and supplemental exchange 

Standard Oil Co. See Bolivia: Oil} « wot ee Nin  , | | 
properties; and Mexico: Expropri- osta dine 8 icaragua, treaties re- | | ation of oil properties. garding San Juan River canaliza~- | 

_ . tion: Apr. 15, 1858, 745, 746; 
Strategic raw materials, proposed: pur- Apr. 6, 1940, 734, 737-738 

chase by United States from 730-747 epee ot , 

Bolivia, 314-316, 317, 318-320 — Inter-American arbitration, treaty of, 
Submarines, belligerent, in_ territorial Jan. &, 1929, cited, 652 — | 

waters of Western Hemisphere:| International Sugar Agreement, May 
| British, 121; measures for control, 6, 1987, 581-532 

27, 30, 32, 40; U. S. proclamation| Platt Amendment (1903); 531, 535 
Oct. 18 on use of U. S. ports or  U. §.-Argentina, agreement provid- 

| territorial waters, signature and ing for military aviation instruc- . 
citation to text, 40 tors, signed Sept. 12, citation to 

Subversive activities in American Re- text, 302i (st‘(“# 
publics, measures to control, 17, U. S.-Chile, provisional commercial 
34, 75-76 agreement, signed Feb. 20 and 

Sugar. See under Cuba. | 24, citation to text, 403-404, 439 
ye U.S.-Cuba. See under Cuba. — | Sugar Act of 1937, 560, 566 o : 

} . . U.S.—Dominican Republic. See. Do- 
Sugar agreement, international, May 6, minican Republic: Convention of 

19387, 531-532 Dec. 27, 1924. : 
Swan Islands, U. S. attitude toward| U. S.Ecuador, extradition treaty, 

- question of sovereignty, 650-653 siened Sepi. 22, citation to text, 635 
. . . . U.S—Guatemala, military mission | 

Technical aid to American Republics, agreement, signed Mar. 28, cita- 

U. 8. See Economic and technical tion to text, 636 
cooperation. U.S.—Haiti, American loan contract of 

Territorial integrity of American Re- 1922, supplementary agreement 
publics, protection of (see also for extension of 1938 moratorium, | 
Monroe Doctrine), 461n, 462, 466, signed July 8, negotiations for 

- 467, 468, 521, 633, 645 and citation to text, 646-649 
Territorial waters of American Repub-}| U.S.—Mexico, extradition convention, 

lics, protection of. See Foreign supplementary, signed Aug. 16, 
Ministers of the American Repub- citation to text, 719 
lics and Security zone. U.S.-Nicaragua: Bryan—Chamorro 

Tin. See under Bolivia. treaty, Aug. 5, 1914, 720, 721, 
Trade Agreements Act of June 12, 1934, 731-732; military mission agree- 

references to, 231, 234, 267, 276, ment, signed May 22, citation to 
297, 566, 771, 786, 788, 802, 803 text, 727, 747 |
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: Treaties—Continued | Uruguay—Continued  . - | 2 
U.S.~Panama. See under Panama. | Trade agreement, etc.—Continued 

, U. S.—Venezuela, provisional commer- Relationship to U.S.—Argentine ne- 
oo cial agreement, signed May 9,}| —__—_ gotiations, 230-231, 786, 787, : 

continuing 1938 agreement, 805- 791, 791-792, 792-793, 794, 
oS 807 | 798, 800, 802, 803-804 | | 

- | | Tariff concessions to United States, 
| United Kingdom: | 788, 790, 793-794 — a 

| Brazilian debt service, attempts for| Tariff concessions to Uruguay, 788, 
resumption, 366, 367, 370, 371,| — 791, 793, 796-797, 798, 799; . 
$72, 373, 374, 375-376, 377, 378- | -meat products, 788, 795, 802 : 
379 oO ne : Termination of negotiations, 803- | 

British Honduras, dispute with Guate- 804 : | | 
| mala concerning. See British} U. 8. Congress: Export-Import Bank, 

Honduras, = re | charter renewal and proposed in- 
Chilean attitude toward, 124 crease in lending powers, 351, 439- 
German merchant ships blockaded in 440, 442, 444, 445, 450, 456, 509, 

Western Hemisphere ports, posi-} | 541; Galdpagos Islands, bill au- . 
| tion on transfer of title to neutral}. thorizing acquisition of, 467, 633- 

_ interests, 31, 33, 54, 61-62, 64-65, 634; Guatemala—United Kingdom 
67, 68, 69-70, 71, 71-72, 90-91 dispute. over British Honduras, re- . 

Graf Spee incident. See Graf Spee. quest for information from State 
Mexican expropriation of oil proper- ‘Department and Department’s re- 

ties, position, 676-677, 678-679,| == ply, 1738-174, 175-176; naval con- 
—  . 91, 702, 707-708, 709-710, 715- struction by other American Re- 

719 | Oo . publics in U. 8. shipyards, legisla- | 
Order-in-Council of Nov. 28 regarding tion concerning, 466, 467 

neutral shipping, question of ap-| _ : - - 
plication in international law, | Venezuela, 805-807 co 

| 118 | 7 Agreements with United States: 
oe Queen Mary, 8. S8., 66. _ Commercial agreement, provisional, 

Trade relations with Argentina, 227- signed May 9, continuing 1938 
. 228, 228-229, 230, 233, 262, 266, agreement, 805-807 

292, 298-299; with Ecuador, 605, Trade agreement, signed Nov. 6, 
. 623 OO citation to text, 807. 

. Western Hemisphere security zone: Costa Rica, relations with, 161 
- Position regarding, 29-30, 39,]}- Customs experts from United States, 

. 85-86, 90, 96, 117-119, 121-123, request for, 162 
124, 126-127; violations of zone} Defense of American Republics: Ter- 
(see also Columbus, Dusseldorf, ritorial waters, legislation con- 
Exeter, and Graf Spee), 91, 101, trolling entry of belligerent sub- 
104, 119 | | marines into, 40; U. 8. proposed 

Uruguay, 786-804 © legislation authorizing coopera- 
Defense of American Republics, atti- tion in supplying matériel, atti- 

tude toward U. S. proposed legis- tude toward, 4, 13, 14 
lation authorizing cooperation in| Foreign Ministers Meeting at Pana- 

_ Supplying matériel, 3, 9, 10, 12 ma, attitude toward, 22-24 
Diseases of cattle, U. S. offer to co- 26-27 , ad 

operate in eradication, 788, 795 Member. Inter-Ameri Neutralit 
Foreign debt service, 483, 490, 789, ar er, Anter-American Neutralty 

790, 795 ommittee, 46, 47 . 

Graf Spee incident: Position on in- Member, Mediation Commission, 
ternment, 92, 93, 102; on joint Honduras—Nicaragua boundary 
protest by American Republics, dispute. See Honduras—Nica- 
104, 108-109, 114, 120 ragua boundary dispute: Medi- 

Trade agreement with United States, ation Commission. 
negotiations for, 786-804 Trade agreement with United States, 

Basis for, preliminary discussions, signed Nov. 6, citation to text, 

D anita t 793, 799- om efinitive negotiations | 
803 S , , War vessels of American Republics, 

General provisions, 787n, 788, 789- question of construction in U. 8. 
790, 791, 792, 793, 795, 798, shipyards, 464-466 
800-801, 802; most-favored-na-| Warren Brothers claim (Cuba), U. S. 
tion provisions, 787, 789, 795- efforts to secure settlement, 523, 
796, 797, 798 529, 530, 532, 554



7 INDEX . 827 | 

Welles, Sumner: Head of U. 8S. delega-| World War II: _ So 
tion to Panama Foreign Ministers’ Neutrality of American Republics, 
Meeting, 20, 22; oil negotiations] - steps to preserve. See Defense oe 
with Mexico, press statement on of American Republics; Foreign 
status, 697-700; U. S. _repre- Ministers of the American Re- 
sentative, Inter-American Financial publics; and Security zone. 

| and Economic Advisory Committee,44| Progress of and dislocations caused 
 Wesermunde, S. S., 79, 81, 82 by, 67, 766 : 
Western Hemisphere defense. See De- | 

fense of American Republics and 
Security zone. | a a
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