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Cp PREFACE | : | 
This volume was prepared under the direct supervision of E. Ralph - | 

_ Perkins, who retired as Chief of the Foreign Relations Division on / | 
_ December 30, 1963, and was succeeded by S. Everett Gleason. The | 

compilers of the volume were Almon R. Wright, and a former member | 
of the Division, David H. Stauffer. a Sr 
_ The Publishing and Reproduction Services Division (Jerome H. 

_ Perlmutter, Chief) was responsible for the technical editing of this 
_ volume and the preparation of the index. These functions were per- _ 

formed in the Historical Editing Section under the direct supervision _ a 
| of Elizabeth A. Vary, Chief, and Ouida J. Ward, Assistant Chief. | - 

oe Wittiam M. Franxun 
| | Be Cte LS Director, Historical Office, | 

es | OS Bureau of Public Affairs 
JANUARY 29, 1965. | | | Oe ge A 

| PRINCIPLES FOR THE CoMPILATION AND EpITING OF  =——™ 
OO  “Forrien RELAtTIons” | ree eee 

_ The principles which guide the compilation and editing of Foreign 
_ Relations are stated in Department of State Regulation 1350 of June —™” 

15, 1961, a revision of the order approved on March 26, 1925, by 
Mr. Frank B. Kellogg, then Secretary of State. The text of the cur- _ | 
rent regulation is printed below: _ a OS Bag > 

1350 Documentary Recorp or American DipLomacy | 
1351 Scope of Documentation : | 

The publication Foreign Relations of the United States, Diplomatic 
Papers, constitutes the official record of the foreign policy of the - 
United States. ‘These volumes include, subject to necessary security 
considerations, all documents needed to give a comprehensive record : 
of the major foreign policy decisions within the range of the Depart- | 
ment of State’s responsibilities, together with appropriate materials __ 
concerning the facts which contributed to the formulation of policies. 
When further material is needed to supplement the documentation 
in the Department’s files for a proper understanding of the relevant | 
policies of the United States, such papers should be obtained from | ! 
other Government agencies. | 

1352 Editorial Preparation es 

__ The basic documentary diplomatic record to be printed in Foreign | | 
Relations of the United States, Diplomatic Papers, shall be edited by 

III



IV PREFACE | 

the Historical Office, Bureau of Public Affairs of the Department of 

: State. The editing of the record shall be guided by the principles of 

historical objectivity. There shall be no alteration of the text, no | 

deletions without indicating where in the text the deletion is made, 

and no omission of facts which were of major importance in reaching 

a decision. Nothing shall be omitted for the purpose of concealing 

or glossing over what might be regarded by some as a defect of policy. 

However, certain omissions of documents are permissible for the fol- 

lowing reasons: | | : | 

- q. To avoid publication of matters which would tend to impede 

7 current diplomatic negotiations or other business. | 

| b. To condense the record and avoid repetition of needless 

details. * | So 

-_¢. To preserve the confidence reposed in the Department by indi- 

| viduals and by foreign governments. . 7 

d. To avoid giving needless offense to other nationalities or indi- 

viduals. | | | 

e. To eliminate personal opinions presented in despatches and 

| not acted upon by the Department. To this consideration 

there is one qualification—in connection with major decisions 

- 4t is desirable, where possible, to show the alternatives pre- 

| sented to the Department before the decision was made. 

1353 Clearance | | 

| To obtain appropriate clearances of material to be published in 

| Foreign Relations of the United States, Diplomatic Papers, the Historical 

Office shall: | | 

a. Refer to the appropriate policy offices of the Department and 

, of other agencies of the Government such papers as appear to. 

; | require policy clearance. ae 

_-§. Refer to the appropriate foreign governments requests for per- 

—— mission to print as part of the diplomatic correspondence of the 

a United States those previously unpublished documents which 

were originated by the foreign governments.
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COLOMBIA Weg EB Beg | 
ENTRY OF COLOMBIA INTO A STATE OF BELLIGERENCY WITH | 
. GERMANY AND ADHERENCE TO THE UNITED NATIONS — 

DECLARATION _ | | oe oe 

— $81.00/1549: Telegram ger | | 
- - Lhe Ambassador in Colombia (Lane) to the Secretary of State 

Bogard, October 4,1943—1 p.m. 
- ee ee ee eae ees [Received 5:35 p. m.] | 

1779. From an independent conservative source friendly to the _ - 

_ Government, I am informed that it is being recommended to the 
President * that he declare war against the Axis Powers, giving as a 

| specific reason the action of Germany in holding the Pope as prisoner. | 
This source stated that the Conservative Party would applaud the 
Government’s action especially as the Liberal Party has in the past | 
not been associated with a pro-Roman Catholic attitude. It is felt 
that such a move would not only divert public opinion . . . but would — | 

| serve to unite the country. oe a L 

| 740.0011 Huropean War 1939/ 32222: Aireram oe | 

Lhe Ambassador in Colombia (Lane) to the Secretary of State 

| | , | / ae Bocord, November 27, 19438—11 : 80 a.m. | 
| ce __ [Received December 7—9 a. m.] | 

A-975. Reference my A-974, November 27, 11:15 a.m.?_ There is 
_ quoted below for the Department’s information the text of my note no. | 

256 of November 27, 1948, delivered to the Minister of Foreign Rela-_ 
tions in accordance with the Department’s instructions: ts | 

“Excellency: | SEU | | 
“It is with the deepest regret that my Government has learned of 

_ the unprovoked and barbarous attack recently made by a hostile force 
against the Colombian schooner Muby and of the savage shooting of | 
Colombian citizens contrary to all recognized rules of civilized oe 
warfare. es ce 

_. “My Government instructs me to express to Your Excellency its | 
deepest sympathy for this act of vandalism against Colombian citizens _ . 
and property. On behalf of this Embassy I also wish to convey to 
you our most sympathetic condolences on this occasion. it oe 

* Alfonso Lopez. ee ee eee apg oe 8 
? Not printed. ae 7 ae | EN , - oe 

| | | 1.
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_ “JT avail myself of this opportunity to renew to Your Excellency the 
assurances of my highest and most distinguished consideration.” 

a | es Lane... 

| 740.0011 European War 1989/32051: Telegram | 

| The Ambassador in Colombia (Lane) to the Secretary of State 

oe - | 8 Bogordé, November 27, 1948—11 a. m. | 
| | a [Received 3 p.m] | 

9142. With reference to two telephone conversations with Keith * 

| this morning, the Senate approved at 1:30 a. m. today by vote of 33 
to 13 a resolution approving Colombian Foreign Minister’s* state- 
ment recognizing that Germany is in state of belligerency with respect 

_ to Colombia. As texts of Lozano’s statement and Senate resolution ° 
----were dictated to Keith am not telegraphing but confirming by airgram 

| following his formal statement. Lozano made speech to Congress 
stating that position of Colombian Government is the same as atti- 
tude of Brazil towards Axis and emphasized that note of June 25, 

| 1942, to Germany regarding sinking of Resolute*® has never been 

answered. : oe | 
a | LANE 

740.0011 ‘European War 1939/32058 : Telegram | 

The Ambassador in Colombia (Lane) to the Secretary of State | 

ns © Boeord, November 27, 19483—2 p. m. 
oe a | [Received 8:20 p. m.] 

2144, After expressing my satisfaction to Acting President Echan- 
| dia? today regarding the approval which the Senate had given 

the Government’s expression of policy I inquired whether he could 
explain as an acknowledged constitutional expert what the constitu- 

tional significance is of the Senate’s action. | 
The President said at first he wished to emphasize why the Gov- 

ernment did not suggest to the Senate a declaration of war. He said 

that such a declaration would mean the enactment of martial law and 
suspension of constitutional guarantees and as it had been explained 

| in Congress last evening, such action was not even taken in the United 
States when we went to war. On the other hand, the Foreign Min- 

| - 8Gerald Keith, Assistant Chief, Division of the American Republics. 
| “Carlos Lozano y Lozano. 

-. 5 Wor Spanish texts of these documents and Lozano’s account of events leading 

| | to the state of belligerency, see Lozano, Memoria de Relaciones Exteriores, 1944, 

pp. LXXI-LXxx. _ _ | - " 

| ‘The Colombian schooner was sunk off Providencia Island, June 23, 1942, by | 

a German submarine. Six members of the schooner’s crew were killed and three 
wounded by machine-gun fire from the submarine. 
™Darfo Echandfa served as Acting President when President Lépez was in the 

United States from November 19, 1948, to May 16, 1944. |
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ister’s declaration and the Senate’s approval amount to a declaration | 

of a state of belligerency against the Axis. He said that this would 

bring about much closer relationships between Colombia and those - 

countries which had declared war against the Axis and was exactly | | 

- similar to the action taken by Brazil. Dr. Echandfa said that it | 

would bring about much closer cooperation with the United States 

and he hoped that an early meeting might take place between Colom- 

-_bian and United States military and naval authorities with the view | 

of determining what steps Colombia-could take in the common cause. | 

I referred to the agreement reached in September 1942* by which _ 

Colombia granted certain military privileges to the United States | 

and asked how these provisions would be affected by this latest develop- | 

ment. Echandia said that privileges which had previously been | 

granted can now be amplified. - | oo 

| I inquired what would be the status of enemy nationals in Colombia, 2 

some of whom we might wish to have questioned and interned in the 

United States. The President said that the situation with regard to | : 

these persons is now greatly simplified and even though the Govern- 

ment might not feel that it could take steps without congressional ap- 

-proval, such approval is already impliedly granted by the Senate 

resolution of last night. He said that the important point in the 

Senate resolution is that it promises to grant to the Government any 

steps which the Government may feel necessary to take not only to 

repress enemy activities here but also those of a military nature. 

He said that he wished to call on me constantly now for advice 

and assistance and I naturally placed myself at his services. | 

- On leaving I inquired of the President whether his Government had 

contemplated adhering to the Atlantic Charter? He replied vigor- 

ously “Yes we wish to become one of the United Nations”. He said 

that steps to this end would be taken very shortly. 

- [have an appointment with Foreign Minister at 4 p. m. | | 

| | | | | | LANB 

740.0011 Huropean War 1989/32060 : Telegram 7 | _ 

The Ambassador in Colombia (Lane) to the Secretary of State | 

Bogord, November 27, 1948—7 p. m. _ 

a [Received November 28—12:49 a. m.] oe 

9150. Minister for Foreign Affairs Lozano informed me this after- | 

noon that following a meeting of the Cabinet immediately subsequent 7 

| 8 For correspondence on the military cooperation between the United States and 

Colombia, see Foreign Relations, 1942, vol. v1, pp. 141 ff. | 

- * Toid., 1941, vol. 1, p. 367. For text of the Declaration of the United Nations 

(incorporating the Atlantic Charter), see ibid., 1942, vol. I, p. 25. Notification 

of Colombia’s adherence to the Declaration was given on December 22, 1943, and 

the signature of its representative was attached on January 17, 1944. -
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_ to my call on the President today, the following decisions were 

1. Colombia wishes to sign the pact of the United Nations and is 
sending full powers to President Alfonso Lépez to sign in the name of 
Colombia, it being the feeling that this will give the act a greater 

_ dignity and significance. | So 1a | 
2. I'he Government will shortly issue decrees expropriating prop- 

erty belonging to Axis nationals as a subvention to recompense 
_ Colombians for damagescommitted byGermany. = oS 

| 3. A decree is to be issued immediately calling to the colors recruits 
formilitary service. = = | o Co 

Steps will be taken in accordance with resolution XV of Habana ”° 
and the appropriate resolutions of Rio de Janeiro to provide for 
drastic treatment of espionage in Colombia. Foreign Minister sug- 

| gested that the United States and Colombia effect an exchange of notes 
to provide for the deportation of dangerous Nazi nationals. 

In addition to the foregoing, the Foreign Minister said that it would 
be very much appreciated if we would permit a few Colombian officers 

| to study military conditions at one of our fronts. - | 
He also said that he would very much appreciate receiving definite 

information from our military or naval authorities in the Canal Zone’ 
regarding the investigation which has been made concerning the 
fragments of shrapnel fired on the survivors from the Ruby from 

| the supposedly German submarine. Lozano said that Laureano 
Gomez” is adopting | an “ineredulous” attitude regarding the na~- 
tionality of the submarine and that any proof which we can furnish 
regarding its nationality would be very helpful. I informed Lozano 

_ confidentially that according to information received from the Naval 
and Military Attachés, German mines have recently been found at the 

_ Caribbean entrance to the Panama Canal. Any information I can 
officially furnish him on this matter would also be appreciated. Lo- 
zano said that Spanish Minister** has asked for audience which 

_ Lozano assumes is for purpose of transmitting German disavowal of 
responsibility for sinking of Ruby. For that reason Lozano would 
appreciate urgent reply. | OB | | 

Finally, I inquired whether, in view of his statement before the 
_ Senate last night to the effect that the Government considers that _ 
German [Germany] is in a state of belligerency against Colombia, _ 

_ Colombia is in a state of belligerency against Germany. He replied 
_ definitely in the affirmative. He said his Government wishes now to 

, 10 Resolution XV of the Second Meeting of the Foreign Ministers of the Ameri- - 
ean Republics, July 21-30, 1940, Department of State Bulletin, August 24, 1940, 

» Spor the resolutions of the Third Meeting of the Foreign Ministers of the 
American Republics, January 15-28, 1942, see ibid., February 7, 1942, pp. 117 ff. 
_™ Leader in the Conservative Party. ee ee ; : 
~™ Gonzalo de Ojeda y Brooke. a | ee ee
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act internationally exactly as though it were in the war, but that for | : 

the internal reasons which the President explained to me this morning _ | 

it must be considered as a state of belligerency. He added that for _ | 

practical reasons there is no difference between thetwo. | 

740.0011 European War 1939/32061 : Telegram | | | 

‘The Ambassador in Colombia (Lane) to the Secretary of State — | 

Bg tn Bocord, November 27,1948—8 p.m. 
ne  EReceived November 28—12: 55 a. m. | 

2151. It would be very much appreciated if the Department would 

send me urgent replies to the two points contained in my telegram 

No. 2150, November 27, 7 p. m. requiring answers: | | | | 

(a) Possibility of permitting Colombian officers to visit our fronts; | 

(b) Result of investigation regarding nationality of submarine 

_ which sank the Ruby and fired on the survivors. I have also requested 
| ‘Military and Naval Attachés to request this information direct from 

authorities in Canal Zone. Naval Attaché is also requesting author- 

ity from Comfifteen** to inform Colombian Government that no 

- United States Navy submarines have been in the Caribbean recently 

and that U. S. Army and Navy aviators have orders to fire on any 
submarine seen inthe Caribbean. eee 

740.0011 European War 1939/32208 | . | Ce . 

The Colombian Chargé (Vargas Narifio) to the Secretary of State — 

as [Translation] 

: | — _. -Wasuineton, November 27, 1943. 

Mr. Srcrerary: I have instructions from my Government toinform 

Your Excellency that as a result of the sinking of the Colombian 

schooner Ruby by a German submarine in Atlantic waters and the 

assassination of four of its crew and the serious injuries inflicted upon | 

other members of the ship’s company by the same submarine, the | 

Colombian Government, through a declaration made by the Minister 

of Foreign Relations, recognized the state of belligerency in which __ 

- Germany has placed itself with respect to Colombia and declared , 

that the Republic will take all measures to defend its external security | 

and to repel future aggressions as well as to intensify its military - 

collaboration with the nations of thiscontinent now at war, 7 

“Commandant of the Fifteenth Naval District. ne



6 FOREIGN RELATIONS, 1943, VOLUME VI 

| _ The Senate of the Republic, after listening to the statements of the - 
Minister of Foreign Relations and analyzing the situation in an ex- 

_ tensive debate, approved and ratified by an appreciable majority the 
international statement adopted by the Government. oo 

_ I take the opportunity [etc.] ALBERTO Vareas Narrio 

740.0011 European War 1939/32061 : Telegram oe - - 

The Secretary of State to the Ambassador in Colombia (Lane) 

_ Wasurneton, November 28, 1943—3 p. m. ) 
1463. While the Department is awaiting further reports from the 

War and Navy Departments on points contained in your telegram 
2151 of November 27, 8 p. m., you may now state to the Foreign __ 
Minister that a German submarine is known to be operating in the © 

_ area where the Huby was sunk and confirmation is given that the 
S. 8. Pompoon is overdue enroute from Panama to Barranquilla, | 

The above statements may be given publicity by the Foreign 
Office if it so desires. a | | 

The Commandant of the Fifteenth Naval District is being in- | 
structed by the Navy Department to inform you of the contents of 
his press release regarding sinking of two American ships and one 
Panamanian ship overdue. This information is to be used only after. 
its receipt from Commandant and with text unchanged. | 

| The result of any investigation concerning fragments of shrapnel 
mentioned in your cable 2150, November 27, 7 p. m. will be com- 

- municated to you at earliest moment possible. 
| | Huu 

740.0011 Huropean War 1939/32084 ; Telegram | | 

Lhe Ambassador in Colombia (Lane) to the Secretary of State 

| | Boeord, November 29, 19483—3 p. m. 
| oe of | [Received 8:56 p. m.]_ 
2162. Although members of the Government express cordial en- 

thusiasm regarding Colombia’s new international position and the > 
liberal press emphasizes the importance of the Government’s decision — 
there is virtual public apathy regarding latest developments. There 

| are no flags flying nor are there any public demonstrations. Having 
) witnessed popular enthusiasm following anti-Nazi action on part of — 

| the Yugoslav and Costa Rican Governments it is to me almost un- 
believable that life in Bogoté can continue without any interruption 
whatever on the occasion of the Colombian Government having taken | 
such a momentous decision. The Consul at Cali reports “a surprising



COLOMBIA | | 7 

lack of interest on the part of the local populace regarding Colombia’s. | | 
belligerency.” | Lane. 

740.0011 European War 1939/32060 : Telegram | 

The Secretary of State to the Ambassador in Colombia (Lane) | 

| Wasurneron, November 29, 1943—8 p. m.. | 
1466. You may wish to inform Foreign Minister that the communi- 

cation of adherence to United Nations Declaration, referred to in your 

- 9150 of November 27, should be addressed to the Secretary of State: 

either by Colombian Foreign Minister or by Colombian Chargé here.. 
For form of adherence see Iranian communication * in radio bulletin. | 
of September 18, 1948. See also our circular telegram of August 10,. 
1943 16 on this subject. We shall be glad to arrange with President : 

_ Lépez for him to sign in the name of Colombia, after we have received. 

communication of adherence. | | 
In conveying this information to Foreign Minister please express the 

gratification of this Government upon learning of Colombia’s decision 

to adhere. | | H 
| | ULL. 

NR | 

740.0011 European War 1939/32208 | : 

The Secretary of State to the Colombian Chargé (Vargas Narino) 

. | Wasuineton, December 2, 1943. 

Sir: I acknowledge the receipt of your note of November 27, 19438, 
informing me that, as a result of the sinking by a German submarine | | 
of the Colombian schooner Ruby with the loss of Colombian lives, the 
Colombian Government has recognized that Germany has placed itself 

~ inastate of belligerency with respect to Colombia. - a 
I have been pleased to observe that the international position 

adopted by the Government was approved and ratified by a large 
majority in the Colombian Senate and that all measures will be taken 
to repel future aggressions and to intensify military collaboration with 

| the nations of this continent actually at war. | 
_.. This Government, in expressing its deep sympathy for the tragic 

aggression of our common enemy which has resulted in the cruel loss | 
of Colombian nationals, regards with admiration and gratification the , 
declaration of the Colombian Government which exemplifies the _ 
historic determination of the Colombian people to maintain. the 
principles of freedom and justice. . | 

Accept [ete. ] CorpeLt Huu. | 

* For note of the Iranian Minister, September 10, see Department of State 
Bulletin, September 11, 1943, p. 166. | 

18 Not printed. | 

| 461035642 | | |
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740.0011 European War 1939/32178a: Telegram : Lo 
| The Secretary of State to the Ambassador in Colombia (Lane) — - 

-."- Wasurtneron, December 2, 1943—8 p. m. 

1481. In connection with question of Colombia’s adherence to 
United Nations Declaration it would be desirable for us to have — 
specific information that Colombia’s state of belligerency is considered 
equivalent to Colombia’s being “at war” with Germany. The quoted 
expression is used in the Declaration. In your discretion, please con- 
sult Foreign Minister and cable reply.. He will understand that this 
information is needed to meet our responsibilities to the other United 
Nations as depository for the Declaration. ae 

740.0011 European War 1989/32166 : Telegram wos, a | 

The Ambassador in Colombia (Lane) to the Secretary of State — 

| ap Bogord4, December 3,1943—l p.m. 
ie | [Received 9:50 p. m.] 

2213. I saw Minister for Foreign Affairs this afternoon in connec- 
tion with Department’s 1481, December 2, 11 [8] p.m. Dr. Lozano 
said that he would see President Echandfa at once and would call me 
as soon as he had had discussion with him. He asked me, however, to 
emphasize to Department that Colombian Government does not wish 
to take precipitate action especially in view of the absence of Presi- 

dent Roosevelt from Washington * and that he would like to give: : 
careful consideration to the drafting of the note to the Department 

, expressing desire of Colombia to adhere to the Declaration of the 
United Nation. | eR 

The Minister said that prior to confirmation by the President of the 
_ views of the Colombian Government the official opinion is that bel- 

ligerency and. a state of war are synonymous terms but that Colombia _ 
| wishes to make one distinction: It considers itself to be in a defensive | 

and not in an offensive state of war. In other words, he continued, 
Colombia is not going to send troops to a second front in Europe or — 
to any other part of the world. He illustrated the difference between 

a an offensive and a defensive war by comparing a personal duel, as __ 
recognized in certain countries, to an attack on a private individual. 

| peacefully walking in the street. A duel would not be legally justi- 
_ fiable in Colombia but a private citizen would be justified under 

- “The President was absent from Washington from November 11 to December __ 
17 to attend wartime conferences at Cairo and Tehran. For documentation relat- . 
ng oo conferences, see Foreign | Relations, The Conferences at Cairo and
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Colombian law to defend himself from a criminal attack. Colombia : 
- now considers itself to be in the position of the private citizen attacked | 

without justification. | e LANE ! 

821.20/280 : Telegram | | | 
The Ambassador in Colombia (Lane) to the Secretary of State | 

ge - Bogord, December 8,19483—2p.m 
eee oe . [Received 8:12 p. m.] 

9259. Meeting was held at Ministry of War this morning at 
which were present Minister of War,® Chief of Staff? and mem- | 
bers of General Staff, General Brett ® and staff, Admiral Train™ and — 

_ staff, and myself. Oo ee 
_ Meeting which lasted 214 hours was taken up by very frank dis- _ 

~ gussion of Colombia’s problems and needs and practical manner in 
- which Colombia can cooperate with the United States in the prosecu- 2 

tion of the war in this sector. Boge Le 
It was decided that the most effective contribution which Colombia - 

can make is: (1) patrolling of Caribbean coast of Colombia between — 
Guajira and Turbo by Colombian destroyers and aircraft; (2) re- 
quest us to make survey as to possibility of constructing two or three — a 
airports on the Pacific Coast and one airport on the Guajira. Minister — a 
_of War expressed entire approval of these two points. : 

It was further decided that General Espinel, Chief of Staff, and | 
group of officers will shortly visit Canal Zone to work out in greater 
detail the manner in which Colombia can help. On the other hand — 
General Brett promised all assistance in instructing Colombian Gen- 
eral Staff on matters of intelligence, sanitation, et cetera, 
I am gratified to state that the evident understanding, sympathy | | 

and tactfulness shown by General Brett contributed greatly to the 
success of the meeting and should greatly assist in the future in carry- 
ing on further technical conversations. Teg ENS | | 

The Minister of War did not raise the question of an increase in 
‘Lend-Lease ” but said that if Colombia is to patrol the Caribbean 

_ Coast effectively there are certain types of equipment such as radio | 
detectors which will be necessary. General Brett suggested that this 
be taken up by Colombian Embassy in Washington stating specific = 

8 Alberto Arango Tavera. — - aa | 
*” Gen. Domingo Espinel. : : 
 » Gen. George H. Brett, Commanding General, Caribbean Defense Command. 
"Adm. Harold C. Train, Commander in Chief, Southeastern Pacific Fleet. | 

: * For correspondence concerning the Lend-Lease Agreement, signed March 17 , 
1942, see Foreign Relations, 1941, vol. vir, pp. 1 ff. For text of the Agreement, | 
see ibid., 1942, vol. vi,p.189. 0 a | a |
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need of whatever equipment is required. I assume General Brett will | 
report directly to War Department regarding technical matters 
discussed. : | So eS 

It was agreed that General Espinel will visit Canal Zone from 
December 27 to 31. | | OO | 

- | Lane 

| 740.0011 European War 1939/32393 a — | | 

The Colombian Chargé (Vargas Narifio) to the Secretary of State 

| o a [Translation] _ SO 7 

No. 3333 Pes ee | - Wasuineron, December 11, 19438. 

Mr. SrcreTary: Complementing my communication dated Novem- 
_ber 27 last, with reference to the Colombian attitude toward the sink- 
ing by a German submarine of the schooner Ruby, I have the honor 
to transcribe below to Your Excellency the texts of the official de- 

| claration of the Government and the resolution adopted by the © 
Senate of the Republic on the night of November 26: 

— OrrictaL ComMMUNIQUE OF THE GOVERNMENT OF COLOMBIA — 

! “The German Government has carried out against the Colombian 
nation a series of attacks which have the character of unprovoked 

| acts of war, thus placing itself in a ‘state of belligerency’ with respect. 
to the Republic of Colombia. We have no responsibility whatever 
in this situation, but we cannot fail to recognize it, Just as we cannot 
escape its effects and consequences. . | | 

| “The National Government makes a public statement of this fact 
and declares that it is placed under the obligation to take necessary 
steps to defend the Colombian nation from outside aggression and to | 
preserve its sovereignty, its honor and its rights. The Government 
does not feel that these measures should interrupt either the consti- 
tutional normalcy of the Republic or the ordered and regular progress. 
of its legal institutions. , | 

- “Tn fulfillment of the agreements signed at Panama City,” Habana 
and Rio de Janeiro, the Government will bring these facts to the 
knowledge of the American nations, and it expresses its desire to 
seek closer bonds with the States of the Continent, in order to par- 

a ticipate with greater vigor in continental defense and in order to 
strengthen its own security.” _ oO - 

REsoLUTION Aporrep By THE SenaTz or THE REPuBLiIc 

“The Senate of the Republic adopted, by a vote of 33 to 13, the | 
: following resolution: = - : 

— “The Senate of the Republic, having heard the official declaration 
of the Government concerning the acts of aggression which force 

23 First Meeting of the Foreign Ministers of the American Republics, Sep- 
tember 23-—October 3, 1939, Department of State Bulletin, October 7, 1989, 

: pp. 321-344. a
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it to recognize that Germany is in a state of belligerency against | 

~ Colombia, and, in accord with the address of the Minister of Foreign — 

Relations, expresses its approval of such declarations as imply, in | 

its opinion, an affirmation of the right of Colombia to assume a posi- | 

tion corresponding to that taken by the Reich. | 

“The Senate states to the nation and to the peoples of America — ! 

that it is ready, in defense of the country’s dignity and of the demo- 

cratic system, to take every step tending to repel the attacks of 

which they are the object, and to support such measures as the Eixecu- | 

| tive Organ of the Public Power may adopt to such end.” 

At the same time, I have the honor to advise Your Excellency that | 

the House of Representatives subsequently ratified, by unanimous 

vote, the stand taken by the Colombian Government. | | 

IT avail myself [etc.] | | A. Vareas | 

740.0011 European War 1939/32839 : Telegram 

The Ambassador in Colombia (Lane) to the Secretary of State 
| 

Oo | Bogors, December 15, 1943—4 p. m. 

| | ae | [Received 8:49 p. m.] 

9302. Foreign Minister inquired of me today whether the United 

Nations Declaration is considered by us to have the juridical status 

of a treaty or of a mere declaration. Lozano said that the Govern- 

ment wishes to determine whether or not it will be necessary to 

submit the adherence of Colombia to Congress for the latter’s 

approval. ) : 

I replied that I would consult the Department immediately but 

. that in my personal opinion the declaration is not considered by the 

| Department to have the same status as a treaty as I did not believe 

the adherence of the United States had been submitted to the Senate | 

for approval. I likewise said that from my experience in Costa 

Rica I did not believe that the Costa Rican Congress had approved | 

the Costa Rican adherence. 

It would be appreciated if the Department would telegraph me | 

its views as soon as possible for oral transmittal to the Foreign | 

Minister. | a 

| | LANE 

| 740.0011 European War 1939/32339: Telegram 

| The Secretary of State to the Ambassador in Colombia (Lane) 

: Wasuineton, December 16, 1943—8 p. m. 

1548. You may inform Foreign Minister, with reference to your | 

9302, December 15, 4 p. m., that this Government considers the decla~ |
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ration by United Nations a “Declaration”, as stated in the title of 
the document; that consequently it has not been submitted to the 
Senate as a treaty. oe | a an 

740.0011 European War 1989/82061 | | See ee ee | oe 

The Secretary of State to the Ambassador in Colombia (Lane) | 

PUES EN WasHineton, December 17 , 1943. 
| Dzar Mr. Lanz: In the Department’s telegram 1463 of November __ | 28, 3 p. m. you were advised that the result of any investigation con- 

a cerning fragments of shrapnel would be communicated to you as 
soon as possible, and subsequently on the 30th in our cable 1472,2 

| the Department stated that the shell fragments were being sent to _ 
_ Washington for examination. | | ae 

_ _ The Department has now received a communication from the Navy 
_ Department that because the fragments were too small and there were 

too few of them, exact identification was not possible. | | 
a The foregoing is sent to you for your own strictly confidential in- 

formation and only to wind up the matter as it is indicated in the _ 
Department’s cable would be done. The Department feels that the | 
question of the fragments is now inconsequential in as much as there 
has never been doubt of the nationality of the submarine and the 
Colombian Government had so stated at the. time of declaring its 
belligerency. : a a 

While it seemed desirable for you to have this information, it is | 
our belief here that the matter should be allowed to die, that no report 
to the Foreign Office will be necessary, and that no publicity, cer- 
tainly, should be given as the whole question is a closed issue. 

_ With kindest personal regards, | Oo | 
a Sincerely = | _ [File copy not signed.] 

740.0011 European War 1939/32425 : Telegram : a 
, The Colombian Minister for Foreign Affairs (Lozano) tothe 

. ee Secretary of State : : De : 

| | Se s«['Pranslation] Bn 
| ee oe | BocotA, December 22,1943. 

rr ee [Received December 22—5 : 50 pm] | 
| _ IT have the honor to inform Your Excellency that the Government } 

| of Colombia has decided to adhere to the Declaration by the United | 
, Nations signed at Washington on January 1, 1942. This Government _ 

—™Not printed. | on | Oo
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has sent full powers for signing this document to His Excellency Al- 
- fonso Lépez, titular President of the Republic, who is at present in | 

New York. In taking this step, which constitutes a logical and 
natural evolution of her preceding international attitudes, Colombia | 

ratifies her willingness to cooperate by all means within her power | 

_. with the free nations of the world, involved, like herself, in a decisive | 
- eombat against the totalitarian political system. In defense of the | 
__ yight and liberty of the peoples unjustly attacked on various occasions — 

by the German Reich my country has been compelled to proclaim a 
state of belligerency towards that Power and desires to bind itself 

closely to the bloc of nations united in the solidary effort against the 
common enemy and to collaborate more closely with the United States _ 

and the other belligerent nations of America in the defense of this  —s_— 
- continent. I request Your Excellency to take the necessary steps so 
that our plenipotentiary can sign the declaration to which I have 
referred, and I ask likewise that this action be made known to the 
Governments interested. I express cordial wishes for the victory of : 

the United Nations and for the increasing prosperity and greatness of 
the United States and I repeat to Your Excellency at this opportunity 
the assurances of my highest consideration. , 

| | Vue — Gartos Lozano y Lozano ee 

740.0011 European War 1939/82425 : Telegram 7 | 

The Secretary of State to the Colombian Minister for Foreign Affairs 

Oe _ (Lozano) 

eel ISS Dae aT —., - Wasuineton, December 27, 1948. 

~ T have receixed your telegram of December 22, 1943 stating that 
in defense of the right and liberty of peoples unjustly attacked by | 
the German Reich, Colombia has been compelled to proclaim a state | 
of belligerency toward that nation; that Colombia desires to bind itself 
closely to the nations united against the common enemy and to collabo- 
rate more closely with the United States and the other belligerent 

nations of America in the defense of this continent; and that the Gov- 
ernment of Colombia has decided to adhere to the Declaration by 
United Nations and has sent full powers for signing this document | 

to His Excellency, President Alfonso Lépez, who is now in New York. | 

-Colombia’s action in thus formally aligning itself with the United 

- Nations brings to thirty-four the number of freedom-loving nations = 

which have pledged themselves to employ their full resources in the 

struggle against the common enemy. On behalf of this Government, _ 

as depository for the Declaration by United Nations, I take great 
pleasure in welcoming Colombia into the ranks of the United Nations.
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. Appropriate arrangements are being made for President Lépez to 
sign the Declaration.”® = = - 

| Please accept [ete] 8 | . Hur 

'.AGREEMENT CONTINUING IN EFFECT THE AGREEMENT OF NOVEM- 
BER 23, 1938, AN D SUBSEQUENT RENEWED AND EXTENDED AGREE- 

| MENTS BETWEEN THE UNITED STATES AND COLOMBIA WHICH 
| PROVIDED FOR A NAVAL MISSION FROM THE UNITED STATES TO 

| _ COLOMBIA, EFFECTED BY EXCHANGE OF NOTES, SIGNED JULY 23 | 
_ AND AUGUST 7, 1943 | 

_ [For text of the agreement, signed at Washington, see Depart- 
ment of State Executive Agreement Series No. 337, or 57 Stat. (pt. 2) 
1054. | | a | 

_ .ARRANGEMENTS TO PROCURE FOR THE UNITED STATES STRATEGIC 
| . ' MATERIALS FROM COLOMBIA™ =~ | 

.811.20 Defense(M) Colombia /435a : Telegram | | a 

| Lhe Secretary of State to the Ambassador in Colombia (Lane) 

| oo WaAsHINGTON, January 8, 19483—9 p. m. 
28. If you consider it likely that negotiations for final arrangements 

_ between this Government and Colombia on future conduct of rubber 
| _ program will not be concluded within the near future, such as the next 

2 weeks, it is suggested that it may be possible to reach some interim 
arrangement pending the final outcome which would permit action 
now. It is noted, for instance, that one of the principal bases for the 
‘view that the Caja’s?* monopolistic powers are unconstitutional is 
‘that they include rights with respect to private as well as public lands. 
It might be that the Colombian authorities would be willing to allow 

| Rubber Reserve ” to enter into financing arrangements providing for _ 
‘the development of private lands before the overall understanding is 
-concluded. | | | 

These suggestions are submitted merely for your consideration and 
any action on them is naturally subject to your judgment as to the 
probable course of the negotiations. It seems clear that if advantage 
_is to be taken of the present dry season plans must be pushed as quickly 
_as possible. | To | 

| SO - a | Hunn 

| - ™9'The effective date of Colombia’s adherence was December 22, 1943. 
_. * For negotiations for the purchase of rubber by the United States from Colom- 

: -bia in 1942, see Foreign Relations, 1942, vol. v1, pp.170 ff. | 
* Caja de Crédito Agrario, Industrial y Minero. , Oo 

_ 7? Rubber Reserve Company, a governmental instrumentality, directed by the 
Secretary of Commerce. Its functions pertaining to the development of foreign | 

_ rubber sources and the procurement of rubber were transferred to the Rubber 
Development Corporation, a subsidiary of the Reconstruction Finance Corpora- 

| ction, on February 20, 1943. | |
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~ $11.20 Defense(M) Colombia/455 | | 

 - Lhe Ambassador in Colombia (Lane) to the Secretary of State . 

No. 1868 | Bocor4, January 9,1948. | 
| [Received January 15.] | 

Sir: I have the honor to refer to my telegram No. 44 of January 9, | 
4p. m., 1943.28 and to enclose copies of the draft note covering the | 
strategic materials program and the proposed operating agreement 
covering the rubber program which were the subjects of the discus- | 

sions outlined in my telegram under reference. | 
| _ Respectfully yours, po Artuur Briss Lanr | 

— | [Enclosure 1] | | 

Draft Note Covering Strategic Materials Program | | 
| | : 

| | [Boeor4,] January 7, 1943. 

In accordance with resolutions emanating from the Second Con-. 
sultative Meeting of Foreign Ministers of the American Republics,” | 
approved in Colombia by Law 20 of 1941, and also in accordance with - 

- resolutions adopted at the Third Consultative Meeting of Foreign | 
Ministers of the American Republics held in Rio de Janeiro” con- 
cerning strategic materials, the Government of Colombia and the | 

| Government of the United States of America agree to the following: 
1. As a practical expression of Continental Solidarity, the Colom- | 

bian Government will make available to the Government of the 

United States all basic and strategic materials or products, with the 
exceptions listed in paragraph 8, found in public lands of the Re- 

_ public of Colombia, required in hemispheric defense. | 
2. The Colombian Government will grant exclusively to the United | 

States Government or to its agencies Export Licenses for these prod- | 
ucts found on private lands. . | 

8. It is agreed that Colombia will retain such strategic materials. | 
or products as it may require for its internal consumption, it being 
understood, however, that the quantity of these materials or prod- | 
ucts will be limited to minimum essential requirements and that the — 
quantities will be fixed in advance by mutual agreement. Further, | | 

that Colombia will take all necessary measures to conserve and to. 
prohibit the accumulation of such materials or products. 

4. The foregoing does not grant any Government, person or entity 7 
exclusive rights in the production, purchase, sale, transportation or 

* Not printed. Te 
| *™See Second Meeting of the Ministers of Foreign Affairs of the American. | 

Republics, Habana, July 21-80, 1940, Report of the Secretary of State (Wash-- 
- jngton, Government Printing Office, 1941), p. 59. oo . : 

For Final Act, see Department of State Bulletin, February 7, 1942, p. 117..
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internal commerce of such products within the territory of the Re- 
public of Colombia. = | : | | 

5. The Government of Colombia will grant exemption of all duties, 
taxes, imposts, excises, or governmental charges imposed by Colom- 
bia or any political or administrative subdivision thereof on all — 

_ merchandise, supplies, equipment, or materials which the Govern- __ 
ment of the United States or any of its agencies must ship to Co-_ 

| lombia, for the exclusive purpose of stimulating production or pro- 
curement of strategic materials. In addition, all capital imported 
by the Government of the United States or any of its agencies for _ 

| the purposes mentioned above or for any operations in connection 
thereto will be exempt, in the same manner, by the Colombian Gov- 
ernment, of all taxes, charges or restrictions of any nature what- 
gover. tt” : 

6. Neither the Government of Colombia nor any political or ad- 
ministrative subdivision thereof shall impose any income, franchise, 

_ personal property, or other tax, impost, excise, or governmental 
charge on any United States Governmental agency or on any of its 
officers or employees (except such officers or employees who are citi- 
zens of Colombia). | ee —_ 

| 7. The United States Government will purchase the products re- 
_ ferred to in this agreement from producers or owners in accordance 

with terms of operating agreements entered into between the two 
_ Governments or their respective agencies. oe 

8. The Government of the United States will stimulate the pro- 
duction of these products in Colombia and this will be accomplished 
in accordance with terms of the Operating Agreements. re 

| 9. The United States Government, with the approval of the Co- 
lombian Government will construct in Colombia necessary works for 
the stimulation of production and development as well as transpor- 

| tation of these products. > a Oo 
10. All operating arrangements entered into as a result of this 

agreement will be agreed upon by the appropriate Ministry or ad- 
ministrative department of the Colombian Government and the duly 
authorized representative or agency of the United States Govern- 

| ment with the approval of the Minister of Foreign Affairs and the 
Ambassador or the principal diplomatic representative of the United | 
Statesof America. | | ee oo a 

. | ae - : pee 7 _ [Enelosure2] _ - oe 

os Proposed. Operating Agreement — | | 

| Oo | | [Bocors,] January 9, 1943. 
In order to secure maximum tonnage quickly, it is proposed that 

a six man Board be named to formulate rubber procurement policies
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involving joint operations between Caja de Crédito and Rubber | 
Reserve. It is recommended that the Board be composed of a chair- | 

~ man, who will be the Minister of Foreign Affairs or his representative, — | 
_ two members to be named by the Colombian Government, and the : 

remaining three members to be named by the United States , 
‘Government. oe | | 

Joint operations of the Caja and Rubber Reserve will include the | 
following functions, although either agency may also carry on these | 

- same functions independently: a = | 

_ 1. Purchase rubber from all classes of producers. © = | 
2. Establishment of commissaries and supply depots. Oo | 

_ 8. Expenditure of development funds for public improvements _ 
such as transportation and communication facilities. — hg | 
_ 4, Advancement of funds for the stimulation of the exploitation 

- of rubber (where loans of this character are made “notice of loan” | : 
— will be filed with Caja or Rubber Reserve, as the case may be, where- 

- upon the respective agency will use its best efforts not to buy rubber _ 
from a borrower unless that borrower can show satisfactory evidence — 
of liquidation of loan. This is not to be construed as imposing re- | 

_ sponsibility for any loss which the lender might suffer due to the | 
fact that either Caja or Rubber Reserve, by the error of its repre- 
sentatives or the fraudulent claims of the seller, bought rubber which 
had been mortgaged to any other party.) | 

 §. Caja will advise Rubber Reserve whenever it has rubber ready 
_ for shipment, giving amount, class, and quality. On receipt of such | 

- advice, Rubber Reserve will arrange for establishment of credit in © 
favor of Caja for the value of the shipment to be made, minus export | 
tax which Rubber Reserve will pay direct to the National Govern- 
ment on receipt of export license. DONE EEN O OT gen foe 

- In addition to the right of arbitration and final decision in any Ss 

question involving interpretation of the above points, the Board 
will have the following additional duties: nn ee 

_ 1. Determine the schedule of minimum prices by grades and classes _ 
- which authorized purchasers for export will pay to various classes __ 

of sellers, such as producers, entrepreneurs, middle men, plantation _ 
_ proprietors, etc. ” Kiso determine minimum prices by grades which | 
will prevail in the event of transactions between any two classes of 
sellers. All prices will be published and posted throughout the 
country by the Board. = | | 

2, Act on appeals by Rubber Reserve to reconsider direct. produc- 
tion loan borrowers whose names were previously submitted to and 

_ -vejected by the Caja. This applies to direct production loan recipi- — 
ents proposed by Rubber Reserve, all of whose names will be sub-— 

_ mitted in advance, to the Caja. _ | | | | 
8. Determine and publish prices on articles of food, clothing, and 

equipment necessary to workers employed in the procurement of 
strategic materials. As a matter of cooperation, Rubber Reserve Bde 
may at its discretion absorb part of the cost of such articles or of © 
the freight and transportation cost. Where Rubber Reserve makes _
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| available such supplies, prices will be determined by Rubber Reserve 
and approved by the Board. _ Oo 

4. Pass on all proposed projects involving the construction of 
roads, airfields, and other transportation and communication facili-— 

_ ties which may be construed as of permanent or semi-permanent 
character. After approval by the Board, projects will be negotiated | 

| by the proposing agency with the appropriate Colombian Govern- 
ment Agency having jurisdiction. _ | 

5. Caja and Rubber Reserve will submit to the Board and each 
other monthly reports of their transactions in rubber stating amounts 
purchased by classes and grades, location of stocks, tonnage exported, 
tonnage delivered to local manufacturers for consumption, and 
tonnage In port towns awaiting shipment. OO 

Decisions of the Board will be based upon a majority vote of all six 

members. es | | 
| All the foregoing the subject of such variation as may be required 

to permit Rubber Reserve to carry out previous commitments. 

811.20 Defense(M ) Colombia /436 : Telegram 

: The Ambassador in Colombia (Lane) to the Secretary of State 

a Boeor4, January 11, 1943—4 p. m. | 
| | Ph [Received 8: 02 p. m.]} 

48. For Bicknell,** Rubber Reserve, from Davis.** Upon arrival 
conferred with Ambassador Lane, La Spina, Bahr * and our attorney. 
After discussing the proposed form and content of notes to be ex- 
changed and revised operating agreement which had been drawn up 
by La Spina and Bahr, these were referred to Ambassador Lane who 

: made some revisions and submitted them informally to the Minister 
for Foreign Affairs with a statement that they were submitted ad 
referendum. The Ambassador conferred informally with President _ 
Lépez and Dr. Turbay, Minister for Foreign Affairs, about rubber 

| problems, and presented me to the President and Miguel Lépez.* I 
conferred at some length with latter. On January 9 Minister for 
Foreign Affairs Turbay called conference in his office. See Embassy’s 
telegram No. 44, January 9, 4 p. m.® Colombians brought strong 
pressure for definite commitment relative to tire plant. They ex- 
pressed hope that we could make our cooperation available within one 
year. Ambassador Lane after making statement relative to this mat- 
ter requested me to state our Government’s position based on my recent 
conferences in Washington. I assured Colombian officials our Gov- 

*! J. W. Bicknell, Vice President, Rubber Reserve Company. 
” Roy T. Davis, representative of the Rubber Reserve Company. — oe 

. * Albert F. La Spina and E. G. Bahr, Rubber Reserve Company representatives. 
| “ Brother of President Alfonso Lépez and President of the Caja de Crédito.
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‘ernment is constantly keeping in mind its promise to cooperate and 

that it will promptly lend its assistance when international situation 

permits. I stated it would be very difficult to set time limit within 

which cooperation would be available. We did not make any state- | 

ments that would indicate that we can change position previously | 

taken about plant. Dr. Turbay left for Washington yesterday.® — | 

Although not now acting as Minister for Foreign Affairs he may | 

approach State Department about tire factory. ee | _ 

Ambassador Lane and La Spina are of the opinion that if we could | 

now satisfy Colombian authorities relative to tire plant we could 

obtain more liberal operating agreements on strategic materials. I | 

 goncur in this opinion, although aware that definite promise offers — 

many difficulties. See Embassy’s telegram No, 45, January 9, 11 p. m.** ! 

Copies of suggested notes and operating agreement forwarded to | 

you by diplomatic pouch January 103% [Davis.] | | | 

oe | | | | Lane | 

811.20 Defense(M) Colombia/463 : Telegram a | | | > | | 

The Ambassador in Colombia (Lane) to the Secretary of State 

a Bocor4, January 19, 1943—8 p. m. 

| | [Received January 20—12:25 a.m.]- | 

182. Reference my number 119, January 18, 7 p.m.** Acting Min- 

ister for Foreign Affairs today handed me informal memorandum 

stating that representatives of the Governments of Colombia and of 

the United States of America have discussed following bases for an _ 

exchange of views between the Ministry of Foreign Affairs and the 

Embassy of the United States of America in Bogota: oe ! 

[Here follows text of informal memorandum.” ] | | 

Acting Minister stated that if our Government is in agreement in | | 

principle with the foregoing Colombian Government will address to | 

us a note along the foregoing lines to which we would answer that we | 

are in agreement.*° | | 

Please telegraph urgently Department’s views so that there may be | ! 

the least delay possible. a . | 

: | | | | ; LANE 

| Temporarily succeeded by Alberto Gonzflez Fernandez. On February 11, | 
1943, Francisco José Chaux took over the duties of the Ministry for Foreign , 

NP Not printed. | | | a | 

| See draft note covering strategic materials and proposed operating agree- : 

‘ment, pp 15 and 16, respectively. . | ae | | 
9. For substance of the provisions of the memorandum and the position of the : 

| State Department and the Rubber Reserve Company on each, see telegram No. 96, | : 

January 24, 1p. m., to the Ambassador in Colombia, p. 22. | | | 

“0 See note from the Ambassador in Colombia to the Colombian Acting Minister : 

for Foreign Affairs, February 2, p. 26, and footnote 59,p.28. | 

|
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| 811.20 Defense (M) Colombia /472 : ‘Telegram . | | Se oe | 

Lhe Ambassador in Colombia (Lane) to the Secretary of State 

- a Bogors, January 20,1943—10p.m. 
| ee [Received January 21—4: 13 a.m.] | 

142. Reference your 71, January 18, 8 p. m.*! Final negotiations 
for air-rubber agreement delayed pending termination of over-all — 
agreement with Colombian Government on strategic material pro- 

_ gram. Present status as follows: Colombian Government through 
Ministry of War has submitted revised version of contract which with 
four exceptions is substantially identical to original draft. The Co- 
Jombian contract in addition is based on principle of complementary 

_ agreements to Habana and Rio Conference resolutions (same prin- | 
ciple as over-all strategic material negotiations). Four exceptions 
are: | RS | oe | - 

1. Requirements that Colombian engineers draw all plans and | 
_ specifications, = | | 

Oo 2. United States pay for purchase, lease or other indemnities — 
including legal costs for any private lands used as sites. | - 3. Requirement that all improvement, buildings, equipment, ma- 

_ terial, et cetera, used in programs revert ipso facto without cost to. 
Colombian Government at termination of contract. _ : 

_ 4, The Colombian Government and Defense Supplies each have 
| right to terminate contract on 6 months’ notice at end of 4 years, 

otherwise 10 years’ duration. | he EY Oo 

| — Itis our belief that all of these four points can be revised to conform 
with terms in the original draft without difficulty. ane 

: os | eg | LANE 

811.20 Defense(M) Colombia/476 : Telegram are ee oo 
| Lhe Ambassador in Colombia (Lane) to the Secretary of State 

A ea Bogor’, January 23, 1943—11 a. m. 
| TERS ee _ [Received 8: 38 p. m.] 
a 150. Reference my No. 132, January 19,8 p.m. As La Spina is | 

concerned over the fact that the suggested exchange of notes relates 
only to rubber and not to other strategic materials also, I discussed 
question with President Lépez last evening inquiring whether he 
had any objection in principle to exchange of notes being all-inclusive. 

| President said he had no objection but he would wish to consult his _ 
brother Miguel. This he did by telephone in my presence. Presi- . 
dent then advised me that according to his brother the Ministry of © 

“ Not printed. | . a - oe oe : 7 | : 
_ “The Defense Supplies Corporation, a U.S. Government purchasing agency | 
operating under the Secretary of Commerce. hye
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National Economy wished first to dispose of rubber question, espe- | 

cially as Caja has as yet no authority to act as sole agent for purchase | 
- andexportation of cinchona. Decree so authorizing Caja hasnot been _ : 

issued because of apprehension that constitutionality will be attacked _ | 

-as wasthe case onrubber. ae 

| In addition to foregoing argument advanced by Miguel Lopez it | | | 

is evident that Government would prefer to concentrate on rubber — | 
program before dealing with other strategic materials for the follow- | 
ing reasons: (a), political expediency and bargaining advantage of | 

insisting on tire factory and (0), advisability of forestalling further _ | 
criticism of Caja regarding lack of results on rubber program and 
friction with Rubber Reserve. Our position is somewhat weak in | 

now insisting on inclusion of all strategic materials in proposed ex- | 

change of notes as we made no objection when Turbay stated to us | 
on December 23 that he would prefer to dispose of rubber question | 
prior to reaching an agreement on other materials. (See second | 
paragraph of enclosure of despatch No. 13832 of December 31, 1942.**) ! 

I informed President that we are fearful that general strategic — ! 
materials program may be seriously delayed unless it is included now - | 
with rubber, as otherwise separate negotiation and exchange of notes | 
may be necessary with respect to each strategic material in which 

weareinterested. j= | ae Os : 
President said he would have no objection to our discussing with Ss | 

| Colombian Government officials advisability of adding other strategic — | 

- materials to proposed exchange of notes. oe oo | 

| _ I am accordingly endeavoring to have such meeting convoked for > 

early next week, an EE ES ee 
Please see my telegram No. 151, January 23, noon“ for further 

suggestions regarding text of proposed exchangeofnotes. | 

_ 811.20 Defense (M) Colombia /474 : Telegram bo | : 

The Ambassador in Colombia (Lane) to the Secretary of State 

ee Booord, January 23,1948—noon. st 
soe a or a ee [Received 5 : 33 p.m. ] | | 

151. Reference is made to my telegram No. 182, January 19, 8 p. m., 
and my telegram No. 150, January 23,11 a.m. The following ad- = 
ditional observations are submitted following discussions with Davis, 
LaS[pinaJandBahr: oe | 

1. We consider it unwise to refer specifically to articles 2, 8, and 10 
of decree 1480 in view of Attorney General’s opinion that it is uncon- | 

* Not printed. . | | ; : | BS | 
eM Infra. Fo I er a oe a . pytee aly |
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stitutional.© We suggest that paragraph 2 should be redrafted to / 
read as follows: ane ee | Oyo 

| “The Government of Colombia is agreeable to authorize the Rubber 
Reserve Company to make direct purchases of rubber and to export 
that product and to grant to the Company for this purpose the same 
facilities which Caja de Crédito Agrario, Industrial y Minero now en- 
joys, it being understood that the Rubber Reserve in taking charge of 
these facilities should assume the same obligations which control the __ 

, Caja and fulfilling also the following conditions:” 

Foregoing suggestion approved by Urdaneta.** | a 
2. As paragraph 2-a appears to us ambiguous we suggest the fol- 

lowingredraft: | | | 

_ “Rubber Reserve will inform the Commission of the zones in which 
__ At desires to carry on its activities and such zones will be approved by 

the Commission and then submitted for the approval of the Govern- 
| ‘ment, which will issue special licenses for this purpose.” nn 

We consider it important that exclusive right to work specific ter- 
ritories should not be given to Caja and to Rubber Reserve as it might 

_ then be alleged that internal monopoly exists and hence be attacked on _ 
ground of unconstitutionality. | | . Oo 

3. As paragraph 2-b does not exactly express the understanding 
) reached at meeting of January 9 to the effect that only personnel not | 

of Colombian or United States nationality would be cleared through 
the Government of Colombia, we suggest the following redraft: | 

_ “In providing for its administrative and technical personnel, both 
in its offices and its agencies, Rubber Reserve will give preference to the 

_ employment of citizens of Colombia or the United States. Rubber 
Reserve will refer to Caja, for its prior approval, the names of all. 
administrative and technical personnel which it desires to employ who | 
are not citizens of Colombia or of the United States and will indicate 
the functions and the places for which they will be employed.” 

| 7 | | LANE 

811.20 Defense (M) Colombia/468 : Telegram | . | | : 

| Lhe Secretary of State to the Ambassador in Colombia (Lane) | 

| - . a WasHINGTON, January 24, 1943—1 p.m. | | 
: 96. Embassy’s 132, January 19, 8 p.m. Department has discussed 

memorandum with Rubber Reserve and following comments repre- 
sentourjoint views. oo | a 

| We have only three general reservations. First, the new arrange- 

_. “These articles provided the Caja de Crédito with authority to make direct 
purchases of rubber. The negotiators were proposing to give the Rubber Reserve 

_ Company the same authority. 
“Roberto Urdaneta Arbelaez, legal aide of the Rubber Reserve Company.
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ments contemplate that Rubber Reserve will obtain approval from the 4 

- Colombian Government or various of its branches prior to taking 

action with respect.to individual transactions. We believe that the 

_ _ program would be expedited if only general approval were required © | 

and if consequently individual items did not have to be submitted. — | 

Our specific suggestions are contained below as to paragraphs 2 (a) : 

and 2.(d@). Second, we are not clear as to the extent to which the | 

- Caja’s monopolistic powers are terminated and free trade restored ; as : 

to this, see comments on paragraph 2. ‘Third, the tire plant, discussed : 

Following are specific comments on paragraphs of corresponding __ | 

numberinmemorandum: = ee ee 

1. The idea of a Commission seems to us good if it functions | 

efficiently. It is suggested that the American members consist of the : 

head Rubber Reserve man in Colombia, the head BEW *’ man there 

and if you approve a representative designated by the Embassy, 

possibly Livengood.*® We would like to be informed as to the pro- 

| posed Colombian representatives prior to their official designation. 

~The success of the Commission will depend to a substantial extent = 
on the representatives chosen. = See | 

2. Rubber Reserve is entirely willing to assume the obligations : 

proposed in the named articles of the decree. It does not seem 

desirable, however, that the Caja and Rubber Reserve should together 

have exclusive rights to purchase within the country and hence 

jointly possess monopolistic rights. It is assumed that the Caja’s — 

monopolistic rights will be terminated and free trade in rubber re- 

stored and that both Caja and Rubber Reserve shall be entitled to 

__- purchase at fixed prices but not to the exclusion of others, except that 

the Rubber Reserve might be designated as the sole ultimate purchaser | 

for export. | ne | me nots 

(a) This appears to contemplate an orderly process, but we are — | 

somewhat concerned about the resulting delays. Would it not be 

S possible to have these zones determined by the Commission, which 

in case of any disagreement would report the proposal to the Govern- _ 

ment for decision. We also suggest that it is unnecessary to institute a 

any licensing system and that a recorded approval will be sufficient. — | 

The procedure set forth in your (a) would seem more appropriate , 

if Rubber Reserve contemplated any direct production operations 
or direct employment.of laborers, but since its activities are to be 

if limited to contracts for financing producers and contracts for sup- 
plementary services not involving direct operations, we trust that a 

the procedure may be simplified. _ CEES 

a Board of Economic Warfare. OF BBQ 

“Charles A. Livengood, Counselorof Embassy, poe paddy bh TE IEEE SEE | . 

| | | | 
|
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(6) and (¢) satisfactory. 
_ (ad) The items specified seem too restricted. We suggest adding 

| as sub-paragraph (4) “Transportation equipment, such guns and am- 
munition as shall be approved by the Ministry.of War, and any other 
goods required for the rubber program which are not procurable in 
Colombia.” ae 
We suggest that it will involve a substantial loss of time if indi- | 

vidual licenses must be obtained from the Ministry of Hacienda 
through the Ministry of National Economy. . The difficulties which 
would be encountered under this system are illustrated by difficulties 
in recent months under a similar system where it has proved im- 

| possible to obtain the necessary authorization for specific items in 
order to meet. shipping schedules. We suggest as an alternative or 
possibly as an agreed-upon implementation of the present language 
that a blanket license good for 6 months be issued covering all ship- 
ments destined to Rubber Reserve against Rubber Reserve’s agree- 
ment that it will ship only items within the specified categories and 
will at the beginning of the 6 months’ period file schedules of its 

| contemplated shipments. = © | | wes 
_ (e) It is assumed that the exemptions referred to will cover funds 

transferred to Colombia for the payment of salaries of Rubber Reserve 
personnel. =. eg, | oo 
38. We consider this provision undesirable so far as termination 
date is concerned. If it contemplates the extension of the rubber 

| agreement beyond December 31, 1946, its adoption would require us 
| to re-negotiate the rubber agreements with 15 other countries and | 

colonies. We feel that this would have.a most undesirable effect 
on the whole program. If it contemplates a termination of the rubber 
agreement prior to December 31, 1946, in the event of the cessation 

| of hostilities prior to that date, we think it would deter the investment. _ 
| of funds in rubber production and the organization of enterprises 

for that purpose, since we regard it as necessary to have a fixed period 
| of substantial duration to give the necessary encouragement. | 

We regret that provision concerning tire plant is not possible of 
fulfillment. Even if we recommended high priorities on new equip- 
ment and material required and made exceptional efforts to press. 
for completion, it would be impossible to give definite assurances that 
tire factory could be put in operation this year. _ 7 re 

“Item (b) provided that the Rubber Reserve Company would refer for 
_ prior approval to the Colombian Government the names of proposed personnel, : 

and item (¢) provided that the Company would guarantee to Colombian em- | 
ployees the benefits of Colombian social security and pay certain transportation 
expenses of employees. a CO OTR, oe 

*°* These items were tools, machinery, food, and drugs, which were to be exempt. 
| from customs duty. t ts | 

“These exemptions covered the obligation to invest a specified percentage. 
of the funds imported in Colombian national defense bonds. ; .
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_ Following summarizes reasons. 7 ee | 

(1) Highest priority equipment would be required for new equip- | 
ment consisting of electrical mechanisms, cables, switchboards, motors, 
etc, Such electrical equipment is required for use in submarines, tor- 
pedo boats, fighting ships and land equipment for the fighting forces, 
and the War Production Board advises that it would be unwilling to 
grant priority to obtain such equipment for. additional tire plants. 
Goodrich has been unable for 2 years to secure such equipment to 
put its Cuban plant in operation, although plant is otherwise complete. : 

(2) Aside from new equipment, while there is idle tire equipment | 
in this country, it is impossible to be sure we may not.be called upon. | 

_ to put this equipment into operation to satisfy actual war needs. — 
For instance a Ford tire plant was recently dismantled and shipped | 
to Russia to produce tires for the fighting front. = = is | 

| (3) While it is, of course, a matter for Colombian determination it | 
is believed here that a small tire plant of the kind contemplated will 

| be uneconomical both during and after the war. During the war itis — | 
| doubted that Colombia can produce tires substantially more cheaply 

than they can be obtained from Brazil. After the war the rate of 
production in Colombia would be so low as to make it impossible to 
compete with production costs of factories in other countries in the 
absence of high protective tariffs. Even in Brazil and Argentina,. 
with much larger markets than Colombia has, tariff walls have been | 
necessary with resulting increased coststoconsumers. sit | 
(4) The procedures now established contemplate that Colombia’s 

requirements for tires will be met from here or Brazil. The recent 
arrivals from Brazil and the recent emergency shipment from here. | 

: should allay local doubts on this score. We are preparing a separate 
cable on retreading equipment for Colombia. Initial studies indicate —/ 
need for two additional retread plants and if further investigation 
confirms need we would be prepared to arrange export. = | 

| Full memorandum on foregoing four points being sent airmail. | | 
_ As suggested by you, Department expects to talk with Turbay ” 

within the next few days, _ Ee ay a 
- Our position on this has been consistent since the proposal was first. 
raised last spring and the actual situation regardless of our wish to 
cooperate on this point makes it impossible to give any. encouragement 
to the Colombian authorities at this time. 0 

811.20 Defense(M)Colombia/481: Telegram oe ee 

~The Ambassador in Colombia (Lane) to the Secretary of State — 

a ee —.. . Boeoré, January 25, 1948—6 p. m. 
| | | ns [Received 9:27 p.m.] _ | 

159. With reference to paragraph 2 of my telegram No. 151° and. 

” Dr. Turbay had left for Washington on January 10. He resumed his post in 
Colombia on May 5. | | | , | : 

* Dated January 283, noon, p. 21. :
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| my telephone conversation with Cissel *4 today, we. suggest that a re- 

drait of paragraph 2-a, which was suggested as an alternative by 
Urdaneta, be considered: = a 

__. “Rubber Reserve will be able to: develop its activities, in the same _ 
manner as Caja, in all production zones, but it must inform the Com- 

| mission in advance of the zones in which it intends to carry on its 
| work. The Government will authorize the respective licenses.|”’] °° | 

811.20 Defense(M) Colombia /528 Oo - - / oe Oe a | 

The American Ambassador in Colombia (Lane) to the Colombian 
_ Acting Minister for Foreign Affairs (Gonzdlez)*® | 

No. WL 0 _ Boeord, February 2, 19438. 

_Excetrency: I have the honor to acknowledge the receipt of Your | 
Excellency’s note no. CM. 174 of February 2, 1943, reading in transla- 

tionasfollows: = a Be a 
“In accordance with Resolution XV of Havana,’ approved by Law 

20 of 1941 of the Republic and with a desire to making more effective __ 
its contribution to the defense of the continent, the Government of 
Colombia has found it desirable to introduce the following modifica- 
tions and amplifications with respect to the regulations regarding the — 
exploitation of rubber and to the agreement in force between the Caja | 

| de Crédito Agrario, Industrial y Minero and the Rubber Reserve 
Company: = | | i ee 

“1. ‘The Government of Colombia is agreeable to the constitution of __ 
a mixed commission charged with directing the general policy regard- 
ing rubber and supervising its application. This commission would 

| be composed of three representatives of the Government of Colombia 
and three of the Government of the United States of America. _ os 

: “2. The Government of Colombia is agreeable to allow any persons 
or firms to act as purchasers of rubber, perillo, balata and other natural 

| gums at prices which are not lower than the minimum prices author- 
ized by the Government, it being understood that such persons or 
firms shall notify the nearest local authorities of their intention to act 

, in this capacity, indicating the zones where they will carry on their 
activities and assuming the obligation to sell for export, to the Caja de 

| _ Crédito Agrario, Industrial y Minero or to the Rubber Reserve Com- 

“1. Ross Cissel, Assistant Chief, Division of Defense Materials of the Depart-, 
mentof State. = — ae — re OPIS 2 | 

: *In telegram No. 113, January 27, 1943, to the Ambassador in Colombia, the . 
Department stated that it was satisfied with this alternative. ((811.20 Defense | 
(M) Colombia 481). Og | 

* Copy transmitted to the Department by the Ambassador in his despatch No. 
1557, February 3; received February 12. Sy 7 , 

| | Resolution XV of the Second Meeting of the Foreign Ministers of the Ameri- 
can ‘Republics defined an act of aggression and provided for consultation among 
themselves when such an act was committed. See Department of State Bulletin, | 
August 24,1940,p.186. 00. 2 ee ca . aa
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_ pany, rubber and other natural gums. The competent authorities 7 
will issue the necessary permission and transmit to the Ministry of | 
National Economy the names of authorized purchasers. ‘The Min- 

| istry of National Economy will have authority at any time to cancel : 
such permission. = EE et | 
“Rubber Reserve is accorded the same facilities in relation to the _ : 

- exploitation, trading and exportation of rubber, perillo, balata and | 
other natural gums which have been granted to the Caja de Crédito ? 
Agrario, Industrial y Minero, and Rubber Reserve will assume the | | 
same obligations which Caja de Crédito hasassumed under the follow- = = | 
ingconditioss: = = ee eee | 

_..... “@), Rubber Reserve shall be able to carry on its activities inall : 
_.. -production zones and in the same way as the Caja, provided it | 

gives prior notice to the commission, to which point 1 refers, of its | 
Intention to carry on its activities in determined zones. The 

- Government of Colombia will issue respective licenses for the : 
| . Operations of Rubber Reserve in such zones; see eE SS : 

—_.“5), The technical and administrative personnel which Rubber | 
Reserve employs in Colombia, both in its offices and in. its agencies 4 

| and establishments of exploitation, shall preferably be of Colom- 
_. bian or United States nationality. To ensure agreement between 

both parties in this respect, Rubber Reserve will transmit to the | 
Ministry of National Economy for its prior approval, the names 
of technical or administrative personnel which 1t desires to employ - 
in Colombia, indicating their functions and the place in which  _—SE_sitgx 
they will perform them; | a | 
 “e), Rubber Reserve or its agents will guarantee to the Colom- : 

-- -bian personnel which it may employ im its exploitations the ) 
----_- security and social assistance which Colombian law provides; and __ 
-. _Rubber Reserve or its agents shall take charge of round trip | 

transportation expenses of those workers or groups of workers  =—s_—© | 
~- who may be contracted in regions distant from those in which | | 

| they will work; ee eo ee ana a 
.  “@), The Government of Colombia is disposed to grant to | 

' Rubber Reserve Company exemption from customs duties for the __ ) 
importation of machinery and necessary elements for carrying | 
on its activities, that is: Se oe 

“4, Tools and. agricultural machinery for the purpose of | 
— . exploiting rubber; an nn | 
—. 2, Tools and machinery for the construction of public works . 

Soe wie are to be constructed in accordance with agreements in : 
; orce; one Be OP : 

_ “3, Drugs and canned foods intended for the establishments of | 
Rubber Reserve in distant regions; ee | 

.. “4, Transportation equipment necessary for the activities of | 
| Rubber Reserve, such as automotive vehicles, boats, etc.; > : 

_ “5, Arms and ammunitions necessary for the defense of the | 
| personnel of Rubber Reserve, with the previous approval of | 

| the Ministry of War; and | age eich 7 
_ “6, Any other articles necessary for the exploitation of rubber | 
-.-. which cannot be obtained in Colombia. | yee eS |
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a “It is understood that drugs, foods and other products im- __ 
_ ported under this agreement and intended for sale in production | 

centers through commissaries or other means, shall be sold at cost 
price at such production centers. « ae —_ : 

“The exemptions to which this agreement refers shall be re- 
quested by Rubber Reserve from the Ministry of Hacienda and 
Public Credit through the Ministry of National Economy, which 
will authorize them with its approval. = > | | 

“e). The Government of Colombia is agreeable to exempting 
_ Rubber Reserve Company from the obligation which Law 45 of 

1942 provides, of investing in bonds of national economic defense 
, to the amount of twenty percent of funds which it imports into 

the country in foreign exchange for the development of its ac- 7 
_ tivities. Rubber Reserve Company will make the necessary re- 

| — quests of the Ministry of Hacienda and Public Credit through _ 
_ the Ministry of National Economy, which will authorize them 

, withitsapproval. | ee 
_ “FY, Rubber Reserve and Caja will grant to each other recipro- 
gal transportation and other facilities which they grant to third ) 

_. parties, in accordance with concrete bases which they may estab- 
lish by direct agreement between them. : | 

“3. In view of the fact that the Government of Colombia considers 
| the arrangements to facilitate exploitation: of rubber as a political 

contribution on its part.to.the war effort.of the United Nations, and | 
not as a transaction of a strictly commercial character, it desires that 

| December 31, 1946, be fixed as the date for the termination of such 
| arrangements, both Governments. being able to terminate them by 

mutual agreement earlier than that date, in view of the general 
economic situation and of the desires of Colombia and of the United 
tates. Mugen e geBa ae eh | 
“The Government of Colombia understands that the Government of 

the United States of America will lend its very decided collaboration 
in order that Rubber Reserve Company may take advantage of the 
new facilities offered and intensify its activities in the country, in- 
creasing the volume of the production of rubber and contributing with | 
this to the development. of the regions in which such activities are to becarriedon. een Seen | ) 

_ “The Government of Colombia understands also that the conversa- 
tions now going on will be carried on actively regarding the collabora- 
tion of the Government of the United States for the early establish- 
ment of a tire factory in Colombia, in accordance with the statement 

| of the Embassy of the United States to the Ministry of Foreign 
| Affairs in its note no. 82 of July 1, 1942.” * 7 | 

| I have the honor to inform Your Excellency that my Government 
confirms the understanding which is expressed in your note under 
acknowledgment. ee 

I avail myself [etc] Arruur Buss Lane 

8 Foreign Relations, 1942, vol. v1, p. 188. So . 
' ® he Ambassador reported in his telegram No. 228, February 4, 1943, 4p. m., 
that the exchange of notes had taken place and that the agreement became effec- 
tive on February 2 (811.20 Defense (M) Colombia/512).
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811.20 Defense(M) Colombia /524 :Telegram oye on 

The Ambassador in Colombia (Lane) to the Secretary of State — | 

pe | | _- Bogord, February 9, 1943—7 p. m. 
| : | [Received 10:22 p. m.] 

265. Reference my No. 150, January 23,11a.m. President Lépez : 
- informed me today that he has instructed the Acting Minister for | 

Foreign Affairs to proceed with negotiation of exchange of notes | | 
covering strategic materials other than rubber. Am seeing Gonzalez. : 

Fernandez tomorrow and trust that conversations will continue | | 

promptly. ee | | | 

811.20 Defense(M) Colombia /472 : Telegram | 

The Secretary of State to the Ambassador in Colombia (Lane) | 

. — Wasutneton, February 11, 1943—7 p. m. 

175. Reference your 142, January 20, 1948, 10 p. m. The Depart- | 
ment and Defense Supplies agree that the four proposed changes are 
undesirable. If, however, some concessions along these lines seem 
to you necessary in order to expedite the final agreement, there is no | | 
particular objection to covering number 1 by revising paragraph 
6—(@) in agreement as.it now stands to read as follows: = oe 

“Make available qualified personnel of its Air Force, Civilian Avia- — 
tion Authority and other governmental agencies and qualified 

- engineers to advise and assist in the program. The Defense Supplies 
Corporation agrees to furnish such specialized personnel as is not 
readily available in Colombia.” > | | oe , 

_ The Department feels, and Defense Supplies agrees, that, now that — 
this issue has been raised, it. is very important to avoid giving the | 
Colombian Government the impression that we would be opposed, as — | | 
a matter of principle, to Colombian personnel however well qualified. 
it would seem equally important to avoid language which might 
commit Defense Supplies, in any particular case, to accept available | 
Colombian personnel as to whose qualifications there might be a 
reasonable doubt. a On | 
‘With regard to number 2, it is assumed that there are ample public | 

lands that could be used or made available by Colombia for this | 
purpose. It would also seem that the proposed provision might open | | 
the door to abuse and tend to establish a dangerous precedent. __ | 

Assuming that the new Rubber Agreement with Colombia will : 
expire by its terms December 31, 1946 and that it will not be renewed, 
the fourth provision would perhaps not be objectionable provided an | : 
escape clause for Defense Supplies, along the lines of the present |
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12-(6), is retained. Furthermore, when the term provisions in the 
| Agreement with Peru are finally settled, it might be possible to con- 

sider certain modifications of paragraph 12 in the Colombian Agree- 
ment. Atthe present time, however, number 4 in your telegram would 
not be acceptable. , oe 
- Please keep the Department advised of further developments in 
these negotiations. = | | TEEN 0 AIS 

| 811.20 Defense(M) Colombia /546 : Telegram oe oe _ a | 

_ The Ambassador in Colombia (Lane) to the Secretary of State 

soe es -  Boeord, February 20, 1943—11 a. m. 

| ne ee Received 2:21 p. m.] 
326. To Rosenthal, Board of Economic Warfare, from La Spina. 

| In our negotiations with the Colombian Government through the Em- 
bassy endeavoring to secure an over-all agreement given [giving?] _ 

| us the maximum facility in our strategic material import programs, 
: we are asking for the right to enter into public work programs when 

necessary for the stimulation of production development and trans- 
portation of these materials. We are referring to items undertaken 

_ through the expenditure of development funds wherever established. 
The question has been raised by the Colombian Government as to _ 
the disposition of such public works after the emergency. Do you 

| approve as a matter of policy a statement to the effect that although 
| each project will be considered separately generally improvements of 

a permanent character would become the property of the Colombian | 
Government whereas any equipment or facilities not fixtures would 
remain the property of the United States governmental agency and 
may or may not be made available at cost to the Colombian Govern- 
ment. = | Oo | 

Please cable reply. [Ia Spina.] se Oo 
| Da a _  LAne 

811.20 Defense(M) Colombia /555: Telegram a - | | 

| The Ambassador in Colombia (Lane) to the Secretary of State 

a Bogor’, February 25, 1943—5 p. m. 
| Oe - [Received 9:37 p.m] 

848. Reference Embassy’s despatch 1557, of February 3,% and other 
correspondence regarding agreement on rubber program. 7 

- © See bracketed note on the agreement between the United States and Peru 
for an air service adjunct to the wild rubber development project, p. 712. .- 

Not printed ; for enclosed note, see p. 26. |
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~ The Embassy forwarded by courier pouch which should arrive in | 
‘Washington Monday, March 1, the text of a proposed note from Act-— | 

- ing Minister for Foreign Affairs specifying facilities analogous to ) 
_ those recently conceded for Rubber Reserve program which the Co- 

lombian Government is disposed to concede in connection with the | 
Board of Economic Warfare’s program for the procurement and ex- | 
portation to the United States of strategic materials. These proposals : 

_ have been worked out at the Ambassador’s request in accordance with - : 
| the desires of the special representative of the Board of Economic 

Warfare in Bogoté, who forwarded a separate copy of the proposed ~—s_—f 
note to the Board of Economic Warfare in the above-mentioned pouch. | 

_ Subsequently the Acting Minister has explained that in view of it 
_ the expected assuming of functions by a new Minister of Foreign Re- 
lations * probably next week, a delay may naturally result in the final | , 

| protocolization of this note, and that therefore considerable time : 

might be gained if this can be accomplished this week. He added | 
that the President had authorized an immediate exchange of notes, : 

_ having examined and approved the above text as the proposed Colom- __ : 
biannoteintheexchange. a cp 

_ For this reason the text is cabled herewith in order to make possible | | | 
an immediate examination thereof by the Department and the Board | 

_ of Economic Warfare. ee , ci 
In view of the time factor mentioned above it would be appreciated 

| if the Department would telegraph to the Embassy as promptly as | 
possible its views regarding the proposed text and instructions regard- 
ing action to be taken, ts a oe i 

~ The text as translated by the representative of the Board of Eco- i 
nomic Warfare is as follows: | : 

811.20 Defense (M) Colombia /554 : Telegram 7 | | 

The Acting Secretary of State to the Ambassador in Colombia (Lane) | 

So  Wasurneton, March 10, 1943—7 p. m. | 

992, Your 326, February 20 and 348, February 25. Both the ; 
BEW and the Department feel that the draft text of the proposed note 7 
is generally acceptable. In fact, it seems necessary to suggest clarifi- : 
cation and amendment of only three paragraphs—3, 5, and 10. | 

_ It is suggested that numbered paragraph 3 be amended to make it — an 

The resignation of Francisco José Chaux was announced on February 26. | 
_ Alberto Gonzélez Fernandez again became Acting Minister for Foreign Affairs. : 
| be TD a No. 827, March 16,9 p. m., to the Ambassador in Colombia’and
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clear that pending any agreement regarding minimum price, we | 
should have the right to negotiate for commodities at the market, or 
possibly at the market subject to adjustment retroactively when the 
minimum price is fixed. The proposal is to avoid delays in procure- 
ment while price negotiations arein progress ©. | 

As regards numbered paragraph 5, our general attitude is that per- 
manent improvements may properly go to the Colombian Government 
at the end of the war emergency or of our procurement program on 
such terms and conditions as may be present or hereafter agreed 
upon with respect to each program provided it is clear that in the 

- interim we will have unrestricted control and use to the extent neces- 

sary for our procurement program. As to equipment and non-per- 
manent improvements, it is felt that we should retain ownership 
without restriction or tax with the understanding that it may or may 
not be made‘available to the Colombian Government at cost or on 

| some other basis. It is suggested that numbered paragraph 5 be 
clarified along this line and provision regarding re-export inserted. — 

| _ It is suggested that numbered paragraph 10 be dropped since the . 
feeling here is that it is impolitic to request the exemption provided _ 
in the first sentence and in its absence there is no need for the second.* 

It is assumed that U.S. Government procurement agencies are not 
liable for the payment of corporate income taxes nor for the filing of 

- income tax returns. _ a St | ee 

Subject to the insertion of the changes suggested above and to our 
assumption that U.S. procurement agencies are not. subject to income 
tax, the text is approved and you may effect the exchange of notes. 

811.20 Defense(M)Colombia/582: Telegram SO . | 

The Ambassador in Colombia (Lane) to the Secretary of State 

BocorA, March 13, 1943—1 p. m. 

| ~- TReceived 6:57 p.m.] 
| 452. Department’s telegram 292, March 10,7 p.m. The Depart- 

- ment’s suggestion for amendments to draft text of the proposed note | 
have been discussed with the Acting Minister of Foreign. Affairs. 

| With regard to numbered paragraphs.3 and 5, he indicated that no 
difficulty will be encountered in harmonizing the text with the sug- 
gestfed] amendments and clarifications. On the other hand he 
strongly expressed hope that the Department would still see its way _ 
clear to approving the retention of paragraph 10, either in its present 
form or possibly amended, explaining that from the United States 

“This provision exempted the United States Government and its ‘agents from __ 
certain taxes. | | . | oe
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standpoint, he considered it highly desirable in order to avoid double | 
taxation to establish specifically on behalf of non-Colombian em- 
ployees the exemption from taxes which the paragraph would provide.. | 
While such exemption might be taken for granted by the national au-- | 

_ | thorities, he said, complications might easily arise from the action of: : 
_ regional tax collectors unless the point were made clear in the note. — 

From the Colombian standpoint he considered it to be similarly : 
desirable to include the second sentence of paragraph 10 to insure | 
against the possibility of future misunderstandings on this point. = == 

In these negotiations the Acting Minister has shown a most co- | 
operative spirit and a desire to help in getting the strategic materials | 
program under way. Therefore unless the Department considers the | 
objections to paragraph 10 too strong to be waived, I should appreci- 
ate receiving early instructions to proceed with the drafting of the 

. note with the inclusion of paragraph 10. | — | | De ae ea | _Lanr | 

811.20 Defense(M)Colombia/582: Telegram eo | 
The Secretary of State to the Ambassador in Colombta (Lane) © : 

| oe _. . - Wasuineton, March 16, 1943—9 p. m. | 
_ 827, Embassy’s telegram 452, March 18, 7 [7] p.m. In view of the | 
desire of the Acting Minister of Foreign Affairs, the Department : 

_ withdraws its objection to the inclusion of numbered paragraph 10 in 
the draft text of the proposed note. 5 . : 

_ Accordingly, you may proceed with the drafting of the note with : 
the inclusion of paragraph 10. When you are satisfied that the re- 
vised draft embodies the amendment and clarification of numbered - 
paragraphs 38 and 5, as suggested in Department’s telegram 292 of | 
March 10, you may proceed with the exchange of notes. | 

811.20 Defense (M)Colombia/612 : Telegram oe oe. | 
~ The Ambassador in Colombia (Lane) to the Secretary of State | 

a _ Bogord, March-22, 19483—4 p.m. | 
a Received 8:18 p.m] | 

510. Department’s telegram 357, March 20, 7 p. m.*° Complete | 
preliminary agreement has been reached with the Minister of War * , 

_ on the air rubber agreement based on terms conforming with the 2 
original contract submitted by Defense Supplies Corporation.: To : 

| *The notes were signed and exchanged on March 29, 1943. - For texts, see 
Executive Agreement Series No. 442, or 58 Stat. (pt. 2) 1546. oo | ; | 

Not printed. oO | t | % Presumably Ramén Santo Domingo, who succeeded Alejandro Galvis Galvis 
on March 16, 1943. . 7 oe 8 a | :
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, simplify procedure Colombian authorities have considered. it. ad- 
visable to put this agreement into effect as one of the individual steps 

to be taken. in the implementation of the more general agreement on 

strategic materials concerning which the exchange of notes referred 

‘to in the Embassy’s telegram 495, March 19, 3 p. m.* and previous 

correspondence is pending. It is expected that the air rubber agree- 

| ment will be made effective after such exchange of notes. ae 
JE ee - | Sw _ Lane 

811.20, Defense(M) Colombia/651 : Telegram ae 

| The Ambassador in Colombia (Lane) to the Secretary of State: 

, I Bocord, April 10, 1943—10 p. m. 
OO eee [Received April 11—2: 01 a. m.] 

649. Department’s telegram 375, March 24, 4 p. m.; and 443, April | 

/ 7.°9 In today’s courier pouch, completed draft of proposed air rubber 
agreement just received, is being forwarded by Mayer” to Rubber | 

Development Corporation for attention Bicknell. Mayer and La =~ 
Spina occur [concur?] in recognition of cooperation of Colombian — 

officials for expediting conclusion of this agreement, and as it con- 

forms in major respects with draft memorandum of agreement which 

| was transmitted with Department’s instruction No. 763 of Novem- 

ber 10, 1942,°° that it should be signed here as promptly as possible 

after text arrives and has been examined in Washington. Contrary 

to Department’s apparent understanding no exchange of diplomatic 

notes on the air rubber agreement has been effected. Asthisagree- 

ment is one case of implementation of the over-all strategic materials _ 

| agreement already covered by and [an] exchange of notes no addi- 

tional diplomatic exchange will be necessary. Signatures of Mayer 

and the Ministry of War will suffice. Since it is impossible for Em- 

- bassy to make copies of agreement in time for this pouch it is hoped 

that copy sent to Rubber Development Corporation will meet Depart- 

ment’sneeds. iw SIRES we 
oe Oo oe Lane 

$21.796/226: Telegram oo AE 

The Ambassador in Colombia (Lane) to the Secretary of State 

J GARDE pee - Bogord, August 4, 1948—1 p. m. , 
wo Pe a ha [Received 4:24 p.m.] _ 

| 1336. Department’s 969, August 3, 6 p.m.%* I have discussed with 

| Mayer suggested changes in air rubber agreement as contained in 

| ® Not printed. SE EE ee 
. “Neither printede ee 

oe “Jules de Wael Mayer, Rubber Development Corporation representative. .
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“Memorandum of July 16, 19437 from Siaca to Studebaker (trans- | 
| mitted in letter to Mayer from Rubber Development Corporation. 

— dated July 24, 1943.72). Pending detailed discussion with Urdaneta _ | 
‘we. are withholding our final comments but I wish now to recom- —S_if|k 
mend against the substitution role of chapter I, subdivision (a). : 
According to this suggested change Rubber Development is granted : 
the right to construct airports, et cetera, instead of being obligated 

/ to construct them. In Urdaneta’s opinion which he again repeated _ : 
to me on August 2, subdivision (a) of chapter I does not legally obli- | 

_ gate Rubber Development to construct airports because of the quali- = = — || 
fying clause “in such places as the Rubber Development. believes con- : 

~ venient” (the airports constructed by Rubber Development at Calmar : 
and Miraflores were constructed because Rubber Development con- — 
sidered these locations “convenient”). - peP EERE | sidere se locations e ; | 

_ Tam apprehensive lest the substitution in chapter I subdivision (a) | 
will result in the Colombian Government’s feeling that we do not 

_ propose to proceed with the terms of the agreement as already agreed | 
upon. As I explained to the Department and to Mr. Stokely W. | 
Morgan of Defense Supplies Corporation during my recent visit to _ 
Washington, I feel it most important in connection with our over-all | 
relations with the Colombian Government to carry out in so far as is : 

- possible the understanding which has already been tacitly arrived at 
between Defense Supplies Corporation and the Colombian Minister __ 

- of War. “ - oS Ne oO EG | : 

Please explain term “Allen Rubber Development” as contained in | 
| suggested change in subdivision (6). Alsoconfirm number of article =| 

under which this subdivision bshouldbe placed. sis | 
ee ee ne ee oe Lane 

821.796/226: Telegram _ roots | a - | - : | | - | ; 

The Secretary of State to the Ambassador in Colombia (Lane) | 

oe  Wasurneton, August 11, 1943—11 p. m. | 

| 994. Embassy’s 1336, August 4. There is no disposition here to 
insist on any particular phrasing, but both the Department and Rub- 
ber Development wish to make sure that the Colombian Government’s | 
understanding of Rubber Development’s obligations under the agree- __ 
ment is the same as Rubber Development’s. Department thinks it | 
would be unwise to sign any agreement which might be interpreted | 

_ differently by the two Governments. No one in the Department or in on 
Rubber Development or Defense Supplies appears to know the extent __ 
of the understanding which you referred to as having been tacitly | 

hy ™ Not printed: moo oid EERSTE Ehret a et ie os ' i . 
“Letter of July 24 not found in Department files. : eS
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arrived at between Defense Supplies Corporation and the Colombian 
Ministerof War. Pleaseadvise = ©. = . | , 

- Term “Allen Rubber Development” was inserted at wrong place 
in transmission of telegram; message was intended to be for Mayer 
from Allen,”® Rubber Development. Article 8, subdivision (6) was 
the provision with respect to which change was suggested. | 

| oa - oe Hon 

" $21.796/229: Telegram | co | 

The Ambassador in Colombia (Lane) to the Secretary of State 

- —  Boaord, August 18, 1943—noon. 

| ee ee [Received 3:15 p. m.] 

- - 1892. Department’s 994, August 11, 11 p.m. La Spina and Mayer | 
| have consulted Urdaneta who strongly advises against changes sug- 

- gested in letter of July 24 from Rubber Development Corporation 
to Mayer (see my 1336, August 4, 1 p. m.). La Spina and Mayer 
agree with Urdaneta that the changes suggested do not essentially 
affect the. sense of the: proposed decree and if insisted upon might 
seriously prejudice.'the issuance of. decree. At present Colombian 
Government is granting Rubber Development privileges proposed in 
agreement in not charging landing tax for planes chartered by Rub- 
ber Development landing .on Government-owned airfields. ‘These 

| privileges might be endangered by proposing changes or delaying 
| issuance of decree... Le - 

_ As original proposal for contract emanated from Defense Supplies 
Corporation and as this was accepted by Colombian Government with 

certain exceptions, which were subsequently waived, we have con- 

sistently considered that Colombian Government is in agreement with 

‘our views in principle. As evidence of understanding we refer to _ 

| the Embassy’s message to Bicknell (see Embassy’s telegram No. 
| 1312, July 30, 10 p. m. [a m])” stating that Ministry of War is 

about ready to sign the resolution in bringing the airport agreement 

in force, which was answered by Allen’s message to Mayer (see De- 
partment’s telegram No. 969, August 3, 6 p.m.) Please also see 

Embassy’s telegrams 142, February [January] 20, 10 p. m., No. 284, 
February 18, 11 a. m., and 587, April 2, 11 p. m., and Department’s 

| telegram 71, January 18, 8 p. m., 175, February 11, 5 [7] p. m., and 580, 

May 4." cutee Bt rs rn 7 
Mayer airmailing complete text of proposed resolution. | 

| - PN _ Pe LANE 

7 Presumably Douglas Allen, President of the Rubber Development. Cor- 
yporation. TE - - | | 

Not printed. - ee | 

| %® Wmbassy’s telegrams Nos. 284 and 587 and Department’s telegrams 71 and 

| 3580 not printed. BT |
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| _ 821.796 /229 : Telegram - - 7 a | 

| The Secretary of State to the Ambassador in Colombia (Lane). | 

a ee Wasurinerton, August 18, 1943—10 p. m. | 

| 1030. Embassy’s 1392, August 13. - It is understood from your tele- ; | 
gram that there are no tacit understandings on the part of the Colom- | 

_bian Government which would obligate Rubber Development to build 7 | 
any particular airports at any particular places or to supply planes : 
and that the agreement is merely permissive in nature, authorizing | 
Rubber Development to take such action under the aviation agreement __ | 
as in its discretion seems necessary for the rubber program. If you | 

| are satisfied that there can be no misunderstanding in this connection, . : 
| the Department and Rubber Development are agreeable to the execu- : 

, tion of the agreement without further changes.” | | 7 

| PURCHASE BY THE UNITED STATES OF TWO ITALIAN TANKERS | 
: : acer REQUISITIONED BY COLOMBIA® ==: . | 

| 800.85/830 : Telegram Seer mask rat gat atan Seer 6 

The Ambassador in Colombia (Lane) to the Secretary of State 

| Py ee sovatge 8 Bocord, March 15, 1948—11 a. m. | 
ae a ee a [Received 3:29 p. m.] 7 

_ 459. Department’s telegram number 114 of January 28, 2 p. m., | 
| and my telegram 821 of February 19, 4 p. m.,*1 regarding former 

Italian tankers. The Minister of Finance ®? and the Coffee Federa- 
tion ** continue to inquire regarding the status of this matter. | 

The bill of sale enclosed with my despatch number 1330 of Decem- : 
ber 30, 1942 * incorporated the changes desired by the War Shipping 
Administration as stated in the Department’s telegram 1156 of No- | 
vember 2, 6 [4] p. m.** Since we have had possession of the vessels | | 
for over 7 months and since the Colombian Government and the : 

| Federation have cooperated to the fullest possible extent, progressing : 
failure to settle this case is becoming increasingly embarrassing. In : 
view of the circumstances surrounding this transaction, and especially : 
in view of this definite contribution of Colombia, a non-belligerent, : 
to our war effort, I am strongly of the opinion that we are in no posi- | 
tion to take a legalistic stand. I therefore request telegraphic au- | 
thority to sign the bill of sale enclosed with my above-cited despatch, ==. 

a ey hk | _ Lane | 
| ” The agreement was signed December 27, 1943. . 

Continued from Foreign Reiations, 1942, vol. v1, pp. 193-204. | 
-% Neither printed. , | 

Alfonso Aratijo. . a | | 
* Federacién Nacional de Cafeteros. ee | | 
* Not printed. | | oo oo 

| |
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800.85/815: Telegram . ee 

The Secretary of State to the Ambassador in Colombia (Lane) 

ne  Wasetneton, March 19, 1943—8 p.m. 
851. Your 459, March 15, 11a.m. Department’s instruction num- 

ber 1107 of March 15 °° forwarded a letter from War Shipping Ad- 
| ministration °° suggesting additional changes in the bill of sale. It 

| is not possible therefore to authorize you to sign the bill of sale as 
submitted with your despatch 1330. a es ge es ee 

_ While the delay in this case is regretted, War Shipping Administra- 
tion feels that the suggested changes are necessary to protect-all con- 
cerned, particularly in view of the fact that the Colombian Government 
did not take title to the vessels. In all other cases where the United 
States had purchased vessels from the other American Republics the 

| Governments of those countries had taken full title, thus making the 
| transactions much simpler. Another cause of delay, and one which 

cannot be avoided, is the necessity for matters of this sort to be ap- 
| proved by a numnbee of people. So Hor 

800.85 /885 : Airgram me fe a 7 | ee Pew | | 

The Secretary of State to the Ambassador in Colombia (Lane) 

7 ~ Wasutneron, April 2, 1943—7:10 p. m. 

A-600. The considerations expressed in your telegram no. 542 of 
| March 27 ® are appreciated by the Department, which together with 

the War Shipping Administration wishes to conclude this matter at | 
the earliest possible moment. re Oo 
‘The War Shipping Administration has, following receipt of the 

| above-mentioned telegram, sympathetically reviewed again the terms _ 
of the Bill of Sale submitted with your despatch no. 1330 of December 
30.°° It believes, however, that although agreement in principle exists 
as the result of the exchanges between the Embassy and the Depart- _ 
ment, a few revisions of the Colombian text of the Bill of Sale are _ 
imperative fully to cover the conditions agreed upon and in order for — 

oe the War Shipping Administration adequately to protect its part in 
the transaction, Ee 

: The desired alterations in the text will be telegraphed to you within — 
| — the next few days with the reasons therefor clearly set forth. Because 

itis not expected that they will be complicated or extensive, it is hoped 
that they will be readily acceptable to the Colombian officials con- 
cerned, in which case authority can then be given you to sign the Bill 
of Sale. | oe a one | 

| ° Not printed. | oS a Se | -
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| 800.85/887: Telegram = ae pee Ta ae) | 

The Ambassador in Colombia (Lane) to the Secretary of State , 

Bogor, April 7, 1943—4 p. m. | 
eh ES aE at _ [Received 6:52 pomp | 

_ 616. Department’s A-600, April 2, regarding Italian tankers. In : 
_ drafting the proposed alterations, I request that the following points | 

be considered with reference to the objections raised in. the War | 
Shipping Administration’s letter of February 25 enclosed with the : 

Department’s instruction No.1107 of March 15: = ss | 

7 _ 1. Paragraph third. Full information regarding the privileged ik 
debts referred to in this paragraph was sent to the Department with | 

| this Embassy’s despatch No. 1529 of January 30.°1 For us now to de- : 
_ mand from the Federation photostatic copies of thedocumentsdisputed = 

[disputing | the nature and amount of these debts would in my opinion : 
be resented, and I am strongly of the opinion that no such request : 

- should be made since it could give the impression that we doubted the | : 
Federation’s good faith, © we EYE Pea OM 
2. Paragraph fourth. I trust that it will be possible.to accept the : 

provision in the draft requiring payment to the Federation within 5 — | 
days following the signature of the contract. The Department will 
recall that the original draft required that payment be made in New 4 
York on the date the contract was signed and that no objection was 

then raised by the administration. OE REBR SSS : 

_ Please telegraph the English text of the desired alterations. =» : 

| _ Lhe Secretary of State to the Ambassador in Colombia (Lane) 3 

No. 1178 = = ~~  Wasxtneton, April 14, 1948. ; 
_ Sir: Reference is made to the Department’s airgram no. A-600, | 

- April 2, 1943, and the Embassy’s telegram no. 616, April 7, 1943 con- | 
cerning alterations in the text of the bill of sale covering the purchase 

| of the former Italian vessels Anteo and Rapallo. © ee es | 
Although it was originally believed it would be possible to tele- : 

| graph you regarding the revisions considered necessary, it has been _ | 
decided it would be more helpful to you to receive the letter from the =| 
War Shipping Administration * with the suggested draft indicating 7 

the desired changes, i ee 
| The changes made in the first and second paragraphs are, of course, | 

_ In paragraph 8 you will note that the bill of sale has been changed in 
_ such manner that both parties rather than the War Shipping Ad- =| 

"Not printed. 2. rs | 
| “Dated April 6, not printed. | | re 

461-035—64__4 Oo | |



— 40 FOREIGN ‘RELATIONS, 19438, VOLUME VI | 

ministration alone declare that claims, et cetera up to the amount of 
$1,500,000 would be for the account of the Federacidn or of the Govern- 
ment of Colombia. This is considered logical and it is presumed 
should meet with no objection. You will note also that a new pro- 
vision has been added providing definitely for the holding of the pur- 

| chase price for the payment of such claims and providing that claims, 
other than those previously listed in the bill of sale shall not be 
admitted or paid except upon the basis of the court judgment or in 

| such other manner as may be satisfactory to the two governments. 

It appears to the Department that the reasons for these changes and 
additions given in the War Shipping Administration letter are sound 
and reasonable and that some stich provisions are necessary to ade- 
quately protect the interests of this Government. — 

It will not be necessary to raise specifically the question of fur-— 
nishing photostatic copies of documents. However it should be 
pointed out to the appropriate Colombian officials that it is considered _ 
essential that the War Shipping Administration be kept fully in- 
formed as to all debts paid and all claims filed in connection with the _ 
two vessels in view of its liability for all claims over the purchase price. 

, In regard to the change in paragraph 4, this has been suggested _ 
purely because the administrative handling of such payments prac- _ 
tically makes impossible the completion of the action within five days. 
The War Shipping Administration is reluctant to commit itself to 
a step which could be embarrassing through non-fulfillment because 
of unavoidable procedure with Government. payments. | | 

The change made in paragraph 6 is highly desirable since the state- 
ment that the ships were in “the best of condition”, et cetera could 
not have been factually accurate. If not revised it leaves an opening 

_ for possible increased liability later which, it is felt sure, the Colombian 
Government as well as this Government would wish toavoid. , 

While no change has been made in paragraph 7, it is desired to 
call your attention to the comment of the War Shipping Administra- 
tion and ask that you bring it to the attention of the appropriate 

Colombian authorities. SO a 

With regard to paragraph 8, which has been added by the War | 
Shipping Administration, the Department understands this may not 
be possible because it would appear that the Federacion cannot ob- 
ligate. the Government of Colombia. Therefore, if this article is 
not to be included an exchange of notes with the Colombian Govern- 

| ment along the same lines might be the solution. While the present 
contract is between the War Shipping Administration and the Fed- | 
eracion, the Department is of the opinion that the Colombian Govern- 

ment itself has some responsibilities and obligations since the nego- 
tiations were carried out in the manner directed by it. | : -
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It will be noted that the War Shipping Administration ‘has in | 
_ its letter of April6 in the second paragraph on page 3 indicated its _ 
| readiness to defer to the Department’s opinion if political considera- 

- tions warrant. The Department would prefer, however, to await the | 
| results of your approach to the appropriate Colombian officials before __ 

| assuming responsibility for the waiving of the safeguards in the bill : 
of sale which the War Shipping Administration considers essential. | 
Please inform the Department by telegram of the decision concerning | 
the proposedchanges. oo rans : | : 

| Very truly yours, _ ss“ For the Secretary of State: : 
po Cee | BRECKINRIDGE LONG 

| 800.85/867: Telegram Oo oe ces OS | 

‘The Secretary of State to the Ambassador in Colombia (Lane) 

| — ...... WasHineton, June 2, 1943—9 p. m. . : 

| 708. Your A-402, May 18, 1948, and 878, May 19. Please advise | 
| the Minister of Hacienda and other appropriate officials of the infor- | 
| mation given below. If these changes now make conditions and terms © : 

of bill of sale satisfactory, you are requested to present to the Foreign : 
Office a note containing the following text: : 

“My Government agrees to the elimination in clause 3 of the contract 
of the phrase ‘que el precio de compra (U. S. $1,500,000) debe ser 
retenido por el vendedor o el Gobierno de Colombia para el pago de 
dichos reclamos’ ** as my Government is confident that the Federacién 
Nacional de Cafeteros and the Colombian Government will see that | 

| the obligations under the contract for the payment of claims from the _ | 
purchase proceeds will beobserved. oe oo 

“The change suggested concerning the manner of payment of the 
purchase priceisagreedto. | SE es | 

_ “My Government considers it necessary to eliminate from the con- : 
| tract the proposed provision concerning arbitration, since it cannot : 
| agree that the arbitration should necessarily be under Colombian law. | 
| If at any time it should be found necessary to resort to arbitration, an : 
: arrangement therefor could then be.agreed upon. | , | 
- “Upon the receipt of a note from the Foreign Office expressing : 

approval of the contract with the changes suggested above, I (or in | 
| my absence, the Chargé d’Affaires ad interim) am authorized to , 

sign it.” | BT | | | 

; Please send by air mail two certified copies of contract whensigned. _ : 

| * “That the purchase price (U. 8. $1,500,000) is to be retained by the seller 
or the Government of Colombia for the payment of said claims.” ae |
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- 800.85/854: Telegram : ee ep bt | 
| . The Chargé in Colombia ( Warren) to the Secretary of State. 

Bogor, Sune 8, 1943—6 p.m. 
Received 9: 85 p.m. ] 

994. Reference Department’s 703, June 2,9 p.m. I have seen 
Mejia ® of Federacién Nacional de Cafeteros and changes suggested 

___ by Department in its 708 are agreeable. He asked me for a clean copy 
of the contract which he expects to clear with Minister of Hacienda 
without difficulty.. With latter’s approval, Mejia says, they will be 

readytosign, oe 
In view of the foregoing and since the Foreign Office has not been 

a party to the negotiations doés the Department consider the suggested 
note to the Foreign Office imperative? Would it be sufficient to trans- 
mit a copy of the text of the contract. to the Minister for Foreign 
Affairs after signature? A telegraphic reply would be appreciated. — 

ET WarREN 
| 800.85/854: Telegram, — Wa ge i UES “ | 

a The Seoretary of State to the Ambassador in Colombia (Lane). 

_ 744, Your 994, June 8, 6 p. m. _ In asking you to address a note to 
_ the Foreign Office the object was to obtain from the Colombian Gov- 

| ernment some statement in writing which would indicate the approval __ 

ofthecontractbythatGovernment. = sss—S 
_ The Department believes it essential to. obtain such a statement in | 
order to safeguard the interests of this Government. It is the Depart- 
ment’s view that it is immaterial whether this statement is obtained 
from the Foreign Office or the Minister of Hacienda. In your discre- _ 

_ tion you may address a communication to the latter embodying the 
contents of Department’s 703 with appropriate changes in last para- 
graph and sign the contract after receipt from him of a communication | 

_— Slving the desired approval, 

Memorandum by Mr. R. W. Flournoy of the Office of the Legal Adviser 
7 to the Legal Adviser (Hackworth) = = 

_- Purcase From rae Corompran Government or Tas Foreien 
epee / Tr ALTAN Surps 773 ANTEO” AND “Rap ALLO” / | | 

[Wasuineron,] July 10,1948. 
Mr. Hackworru: The attached draft telegram °° to the Embassy _ 

* Manuel Mejia, Manager of the Federacién. | 
/ ** Missing from Department files. — | | |
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| at Bogot4 was prepared by Mr. Falck of IN ” in collaboration with Mr. | 

Keith of RA.® I went over the original draft with them thismorning : 
and suggested some changes, which have been embodied in this draft. 

| I am informed that Minister Lane has read and approved the telegram. _ | 
Thad no part in the earlier correspondence concerning the acquisi- 

tion of the vessels by this Government. As you may know, these | 
| Italian tankers were seized by Colombian authorities when they were — | 

in the Port of Bogot4 and turned over to the Colombian corporation | : 
known as the Federacién Nacional de Cafeteros, which appears to be | 

| controlled by, and in effect an agency of, the Colombian Government. . | 
| _ As you will see, the attached telegram relates to the completion of : 

_ the rather long drawn out transactions concerning the purchase of | | 
these vessels from the Colombian Government by the Government of — ! 
the United States, through the payment of the purchase price already __ | 

_ agreed upon, $1,500,000.00.% | 2 ggg tu ios | | 
_ It appears that the Colombian Foreign Office has been seeking to | 
take the position that these vessels have never belonged to the Colom- : 

- bian Government. However, as I told Mr. Falck and Mr. Keith, it ap- , 
pears to me that it is necessary for us to take the position that the | 

| vessels belonged to the Colombian Government (although they were _ , 
| operated by the Federacién) prior to their sale to the United States. 

Obviously the Federacién had no right whatsoever to seize the vessels © : 
in the first instance, except as an agency of the Colombian Govern- | 
ment. The latter had a right to take the vessels when they wereinthe =| 

| ~ Colombian port, although it will be necessary for the Colombian Gov- _ : 
ernment to give due compensation to the Italian Government. Ifthe , 
Colombian Government had never acquired title to the vessels it would : 

not have beenabletopasstitletothisGovernment. © = | | 
As to the question of interest on the payment to be made, I agree _ 

| with Messrs. Falck and Keith that (1) there is no obligation on the si 
part of this Government to pay interest to the Colombian Govern- 
ment, and. (2) the question: whether any interest will ultimately have | 
to be paid to the Italian Government can be settled later on. Need- | 
less to say, this Government cannot properly discuss the subject at the _ | 
present time with the Italian Government directly or through the : 
Colombian Government. © | a foal, ) 
‘LA postscript concerning terminology followshere.] 8 = | : 

T, James Falck, Division of International Communications. | a Oe | 
| , ;, aerald Keith, Assistant Chief, Division of the American Republics. = | 
| The contract was signed on July 30, 1948, and a check was forwarded by the 

War Shipping Administration late in September. CoE N pee )
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EFFORTS OF THE. UNITED STATES AND COLOMBIAN GOVERNMENTS 
~ TO CONTROL FINANCIAL TRANSACTIONS INVOLVING THE AXIS 

740.00112A European War 1939/23235 ce — 

| - Lhe Ambassador in Colombia (Lane) to the Secretary of State 

—  No.180l | Bogord, December 22, 1942. 
| SESE IMS | | [Received January 8, 1943.] 

Sir: With reference to my strictly confidential despatch no. 1294 
of December 16, 19423 I have the honor to report that on December 
92 I had an extended conversation with the Minister for Foreign _ 

| Affairs, Dr. Gabriel Turbay, regarding the administration of the 
Proclaimed List and the Interventor System, the substance of which. 
I am reporting hereunder. a oe | 

- I informed the Minister that the Department has expressed dis- 
a satisfaction with the manner in which the Interventor System is: 

working and furthermore has indicated its displeasure with existing 
freezing controls. The Minister stated that he was very glad that. 

| I had raised these points as he personally wished to speak to me re- 
: garding complaints again received by President Lépez? regarding 

the officious and tactless attitude assumed by the Consulate in Bar- 
ranquilla on Proclaimed List cases. Dr. Turbay said that he would 
obtain the details from the President and would transmit them to me _ 

in duecourse. | 
As to the Interventor System the Minister said that it had been 

agreed last summer in Washington, between Dr. Miguel Lopez * and 
| Mr. Laurence Duggan,‘ that once the Colombian Government had 

taken over the administration of a firm which had Axis interests or - 
dealings, such firm would immediately be removed from the Pro- 
claimed List‘in view of the responsibility thereupon falling on the 
Colombian: Government. I replied that I readily understood the  - 

| logic of this arrangement but that such a procedure should be con- 
ditional on the Colombian Government effectively blocking the funds: 
of the intervened firm and controlling conipletely its activities. I 
mentioned then the specific cases of Tedesco, S. A.; Ferrari, Riccardi _ 
and Ambrosi; La Quimica-Bayer-Westkott, which had without hin- 

drance imported 260,000 pesos worth of Argentine drugs; and the 
-Almacenes Helda, which regardless of its having been placed on the 

- Proclaimed List had been able to continue its business activities with- 
| outhindrance. ae ae 

‘Not printed. Sa SS 7 
? Alfonso Lépez. 
®* President of the Caja de Crédito Agrario, Industrial y Minero and brother 

of the President. - 7 
| “ Adviser on Political Relations in the Department of State. |
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_. It -was agreed between the Minister and me that another meeting =f 
_ would be shortly held between us, possibly with the attendance also : 

_ of the Minister of Hacienda® and Mr. Livengood, Counselor of Em- | 
 bassy for Economic Affairs, so that the problems facing us could be 

-_- worked out in a spirit of cooperation and frankness. — ne 
I should appreciate it if the Department would transmit tome its sf 

views regarding the formation of a committee to discuss specific cases | 
involving the proposed inclusion of Colombian firms or nationals on  —s jf. 
the Proclaimed List. I believe that such a procedure would serve 
to satisfy any Colombian misgivings regarding alleged interference | 

| or arbitrary action on our part and would, because of the representa- : 
tion of various Ministries on the committee, be more effective than __ 

the present system where one subordinate of the Foreign Office can 
| through procrastination hold upa definite decision, | 

_ The Department’s reply by telegraph will be deeply appreciated. — 
‘Respectfully yours, ss _ Arruur Briss Lane 

. 740.00112A European War, 1939/28188 : Airgram ee Ue | 

The Ambassador in Colombia (Lane) to the Secretary of State OF 

ee oe — Bogor’, January 1, 1943—5 p.m. | 
Tee - [Received January 7—2: 15 p. m.] : 

_ A-10. Reference my despatch no. 1301, December 22, 1942. 

| _ On December 29 I had a general discussion with President Lépez = ||. 

and Minister of Hacienda Aratijo regarding policy of the Colombian _ 
_. Government with respect to intervened firms. On December 30 I had, | 

at, the request of the President, an extended interview with Ramén 
Santo Domingo, newly appointed Minister of Communications. As the ) 
latter is from Barranquilla, from which point numerous complaints 

| have arisen regarding our administration of the Proclaimed List, | 
) ‘President Lépez and I agreed that it would be well to have a frank 

discussion with him. Following is summary of conversations of | 
- December 29 and 30: Oo oo : , | 

_ At request of Aratijo I intend personally to furnish him on January 
_ 4 with details regarding firms intervened by Colombian Government, : 

| with respect to which Department has expressed concern. Aratijo ! 
| promised to go over all details with care and to take drastic action 

| regarding firms which are being administered with laxity. He | 
-. pointed out, however, that great shortage of essential supplies in 

Colombia, whose economy is non-industrial, and difficulty if not im- 
| possibility of obtaining shipping space for needed supplies from : 

United States makes it imperative for Colombian Government to | 

5 Alfonso Aratijo. | SERRE SS Ge EBS EEN 
, 

. ; 
EF
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- T also stated that according to reports which had recently come to | 
| my attention, Sefior Gaviria of the Foreign Office had not effectively | 

carried on the consultative process with this Embassy which had | 
been established with his predecessor, and that therefore since July 
1942 no Proclaimed List cases dealing with Colombian nationals had 

, been affirmatively passed by him. see ) 
Dr. Turbay replied that the question of the Proclaimed List divided 

itself into two parts: (1) Cases involving foreign firms or nationals, 
regarding which the Colombian Government raised no objection what- 
ever; and (2) cases involving Colombian firms or nationals. He said | 

that the Colombian Government cannot, for political reasons which | | 
should be evident to us, agree to the inclusion of Colombian nationals | 
on our Proclaimed List. To approve such inclusion would result in | 
attacks on the Government in Congress and would subject the Govern- 
ment to great embarrassment. The Government’s approval would be 
interpreted by some as a derogation of sovereignty and as a relinquish- 
ment of the Colombian Government’s duty to protect its own nationals. 
The Minister said, however, that there is a great deal of difference in 
the meaning between the terms “approval” and “acquiescence”. His 

| proposal would be that a committee be formed comprised of representa- 
_ tives of the Ministries of Foreign Affairs, Hacienda and National | 

Economy and of this Embassy, which would meet from time to time to | 
| discuss cases involving the inclusion of Colombian firms or individuals 

on the Proclaimed List. In the event that the Colombian representa-_ 
_ tive should indicate that the information on which we were basing 

inclusion was not based on facts, a further investigation could be made 
by us to justify our position, as presumably we would not wish to 

_ include a name on the basis of misinformation. In the event that 
there should be no question as to the soundness of our argument regard- 
ing the inclusion of a given firm, the Colombian representatives, while 
not giving their approval, might indicate their acquiescence or at | 
least the absence of any objection on their part. Dr. Turbay said 
that in his opinion the attitude of Dr. Gaviria, of which we had com- 

_ plained, is probably due to the reluctance of any Colombian official 
to give approval to the inclusion of a Colombian national on our | 
Proclaimed List. ee ae an 

As to the complaints which I transmitted regarding the administra- _ 
tion of the Interventor System, Dr. Turbay requested me to furnish 
a specific memorandum on each case which in our opinion deserved 
censure. He said that he would look into each case personally, with a 
view to taking remedial action. I promised Dr. Turbay that I would 
have prepared without delay memoranda covering the most out- 
standing cases in which intervened firms had been treated with laxity | 
by the Colombian Government. ee,
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| permit firms such as Bayer-Westkott to import drugs and medicines 4 
from Argentina. Aratijo said, however, that Bayer’s funds are com- 7 

_ pletely frozen and that he would give me strict accounting of all funds 
received.... 0 RE - | 
~ Tinformed Aratijo had already spoken to Foreign Minister Turbay i 
regarding advisability of our having general talk regarding status of | 
firms intervened by Colombian Government. Aratijo suggested that | 
as Turbay is out of town over holidays, Aratijo and I might talk alone | 
on January 4 and then later have further talk with Turbay. Aratijo 
evidenced great disposition to investigate cases and take satisfactory | 

President Lépez having transmitted to me on December 24 com- | 
-plaint from Governor of Department of Atlantico regarding attitude = 

- of Consul at Barranquilla ® on Proclaimed List cases (President Lopez ) 

was not specific as to the nature of the complaint except that one | 
case involved Caputo and Company), I requested Consul Robinson 
to submit to me comprehensive report. This report, which I showed _ 4 

_ the President on December 29, indicates that Consulate had correctly 
- earried out instructions from Department in advising American firms 
in its district not to sell to Proclaimed List firms. Santo Domingo, on 

December 30, informed me that in his opinion no criticism due Con- si: 
sulate on Proclaimed List matters. The principal complaint should | 

_ be placed on Barranquilla persons who, in order to ingratiate them- | 
_ ‘selves with Consulate, furnish information regarding their personal = 

enemies or business competitors which the Consulate must necessarily _ 
_ receive. Santo Domingo admitted, however, that in his opinion the | 
Consulate did not sufficiently investigate information received. = : 

_ After conversations with Aratijo and Turbay I shall report to 
Department further of developments. _ og sd | 

Fe ines | | | DANE | 

740.00112A Buropean War, 1939/23885: Airgram _ | | | 
Lhe Ambassador in Colombia (Lane) to the Secretary of State 

- - Boeor4, January 15, 1943—10:30a.m. _ | 
rE LOR Bea ae [Received January 20—5 p. m.] 

A-33. Reference my airgrams no. 10, January 1, 5 p. m., and no. 
12, January 2,5 p.m.”. Meetings were held on January 8 and 12 with | 
Minister of Hacienda regarding Proclaimed List matters and espe- 
cially with regard to intervened firms. eS bas | 
Dr. Aratijo, who showed a very evident desire to cooperate with. , 

us, expressed agreement with our point of view in removing inter- 

‘Thomas H. Robinson. _ SER eas . | | : 
‘Latter not printed. = i |
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vened firms from the Proclaimed List always on condition. that 

undesirable members of the firm should be eliminated and transactions | 
with undesirable firms stopped. Dr. Aratijo expressed agreement with 
“my point of view that in addition to the desirability of the Colombian — 
Government’s taking steps required as a measure of continental soli- 

darity in accordance with Colombia’s stipulated obligations contracted. 
| in Havana, Rio and Washington,’ the present unsatisfactory situation 

of keeping on the Proclaimed List firms which are intervened and | 
administered by the Colombian Government is possible cause for | 

| friction between the two Governments, implying a reflection on the 
| effectiveness of the Colombian Government’s administration of such 

firms. | one a | - 
Specific cases were discussed with the Minister and his assistants, 

, and it was agreed that Mr. Derby® of the Embassy would take up 
with Dr. Bernal of the Ministry of Hacienda the requirements which 
the Department has imposed for the elimination of firms from the 
Proclaimed List. Should there be any disagreement between Derby 
and Bernal as to procedure, the Minister expressed willingness to 
discuss the general situation or any specific case with me personally. _ 

| The question of the extent of the present Colombian decrees in- 
volving control of enemy nationals was also discussed with the Minis- 
ter and his assistants. The deficiencies in the existing decrees were 

- pointed out in detail to the Minister, particularly with reference to | 

the commitments made by the Colombian representatives at the Rio 

and Washington conferences. The fact that Law 128 expired on 
July 20, 1942, and that the President no longer had extraordinary 

powers to control and regulate the property and activities of enemy 

nationals, was also discussed. The Minister stated that he was anxious | 

| to know definitely what additional measures his Government should 

oo take to correct existing deficiencies in the Colombian decrees, and that 

| when this was determined, additional legislation would be requested 

of Congress for this purpose, if necessary. It was agreed that Derby 

| and Bernal would discuss this phase of the problem in detail and the 

results of their discussion would be submitted to the Minister for his 
consideration and action. | | 

I believe that these meetings have accomplished the necessary spade 
work for a better understanding on the part of the Colombian au- 

- thorities of our desires, and have also served specifically to clear up 

~ §The Second and Third Meetings of the Foreign Ministers of the American 
Republics were held at Habana, July 21-30, 1940, and at Rio de Janeiro, Janu- | 

. ary 15-28, 1942, respectively; for correspondence concerning the meetings, see 

Foreign Relations, 1940, vol. v, pp. 180 ff., and ibid., 1942, vol. v, pp. 6 ff. The 
_ Inter-American Conference on Systems of Economic and Financial Control was 

held at Washington, June 30—July 10, 1942; for correspondence, see ibid., pp. 58 ff. 
| ° Robert Julius Derby, Special Assistant to the Ambassador in Colombia. 

7?Pablo Bernal of the Juridical Section of the Ministry of Hacienda.
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certain doubtful cases. I am hopeful that Derby’s conversations with | 
_ Bernal will definitely and satisfactorily dispose of cases regarding ft 
which Department has expressed dissatisfaction. = 

840.51 Frozen Credits/9798 : ee a A , | . 

Lhe Ambassador in Colombia (Lane) to the Secretary of State | 

No. 1768 oo Bogor d, March 8, 1948, | : 
| a pea ee ge co [ Received March 20.] : 

Sir: I have the honor to refer to the Department’s instruction 
no. 795 of November 19, 1942," concerning Colombian economic and . , 

_ financial controls of enemy property and assets, and subsequent re- 
ports and despatches from this Embassy regarding this subject. 

At the recent extraordinary session of Congress of Colombia which 
_ adjourned on February 28, 1948, comprehensive legislation, known : 
. as the Economic Defense Plan, was enacted, providing for the con- | 

trol of prices of drugs, foodstuffs, and merchandise ordinarily con- | 
sumed by the public and authorizing the Government to take the ot 
necessary measures to accomplish the purposes of the law. The full 
text of the Economic Defense Plan will be submitted in a separate. : 
report as soon as it is officially published. ae : 
_ Articles 13 to 17, inclusive, of the Economic Defense Plan contain : 
certain provisions and authorizations to the Government with refer- | 
ence to the control of property of foreigners. Pl ane Serb ag 

_ For the present, it will be observed that Article 13 authorizes:the — L 

issuance of bonds in the amount of fifty million pesos, the proceeds of _ 
which are to be used for the nationalization of property owned by | : 
foreigners which is under the administration of the Colombian Gov- ft 
ernment and for the purpose of purchasing telephone, transportations, ; 
electric power, and other public utility companies. This article-also — : 
grants extraordinary powers to the President until December 31, 1943, 
to extend and amend existing decrees within the provisions of Article } 
16 of Law 128 of 1941. The effect of this article is to renew until : 
December 31, 1948, the extraordinary powers granted to the Presi- __ E 
dent by Article 16 of Law 128 of 1941, which powers expired on _ 
July20,1942 ee | 

Article 14 provides for the maturity and interest rate of the bonds ! 
authorized to be issued by Article13. cee Pe | 

_ Article 15 provides that income from firms under administration, | 
and cash balances of such firms, must be invested when required by the == 
Government, in the bonds authorized to be issued by thislaw. ; 

Article 16 provides for amortization of bonds and payment of in- 

4 Not printed. | | a 

|
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_ terest thereon from proceeds of enterprises:nationalized with the pro- | 
ceedsofthisissue. == 

| _ Article 17 provides for exclusion of nationals of territories occupied — 
by the Axis from Government administration where such nationals 
are able to furnish satisfactory proof of good conduct and antecedents. 
This article also provides for opening of bank accounts by Axis na- 
tionals and other persons subject to Colombian controls where such — 

| bank accounts are absolutely essential and the persons involved furnish 
satisfactory proof of good behavior and antecedents. — oR 

_. The necessary decrees to carry these provisions into effect have not 
as yet been issued, but developments will be followed closely and 
promptly reportedtothe Department. = | - 

- . Respectfully yours, #8 = © °° For the Ambassador: 
RES ee — + Quarts A. Livencoop 

"a BR oe _ Coumselor of Embassy for — 
AEG | |  . Beonomic Affairs 

) 740.00112A Buropean War 1989/25807: Telegram | ae | 

The Acting Secretary of State to the Ambassador in Colombia (Lane) 

a, - .,- Wasuineton, March 12, 19483—4: 10 p.m. 

A-537. Reference your airgram A-83, January 15 and despatch 
no. 1602 of February 9, Department’s telegram no. 33 of January 9”? 

| | and previous communications concerning establishment of consult- 
ative procedure between the Embassy and the Colombian Government 
with respect to Proclaimed List matters. Officers of the Department 
conferred Monday with Dr. Turbay and Dr. Vargas." It was ex- 
plained that this government had found that the discussion of questions _ 
relating to the Proclaimed List with other governments was made more 
effective and profitable for both governments when a consultative © 
commission was created by the local government for the purpose of __ 
discussing Proclaimed List matters with representatives of the Ameri- _ 
can Embassy ; that such a consultative committee in our opinion should 
be given broad authority to carry on such discussions without the 
necessity of referring, except with respect to broad questions of policy, 
to higher governmental authorities; that this government would be 

| willing to agree to submit all proposed additions to the Proclaimed 
List to such a commission before taking action; that it should be clearly 

| understood that such submission should be made for the purpose only 
| of giving the Colombian Government information of proposed action 

and affording it the opportunity to furnish such additional informa- 

2 Despatch No. 1602 and telegram No. 33 not printed. | - Lo 
~™ Alberto Vargas Narifio, Counselor of the Colombian Embassy. © - Bo



tion as it might wish to have the American authorities take into account — 
In passing upon Proclaimed List questions; that final authority with — | 

_ respect to all action relating to the Proclaimed List must remain with | 
_ the authorities charged with its maintenance in Washington; that _ 

experience has shown, however, that corrective action to obviate addi- | 
tion of particular names is sometimes possible as a result of consulta- _ 
tion and that deletion of firms important to local economy is expedited 

through interchange of information and views. It was suggested that : 
such a commission might be given authority to discuss with representa- 
tives of the American Embassy proposals for increasing the effective- 
nessofColombiancontrols. = —ess—<—Ss 

Dr. Turbay expressed his approval of the establishment of sucha = = —s tg 
consultative commission and said that he would write to the Acting : 

_ Foreign Secretary ** recommending immediate action on this matter. 7 
A full instruction follows® = = = | | | 

Oo ene WELLES | : 

740.00112A European War 1989/28591 | | s | 

| The Ambassador in Colombia (Lane) to the Secretary of State — : 

No. 1899 —  Bogord, March 30,1943, 
Se ee ere [Received April10.] = | 

_ Sir: With reference to my despatch No. 1894 of March 29, 1943, | 
_ I have the honor to inform the Department that the Minister of | 

Hacienda and Public Credit, Doctor Alfonso Aratijo,informedmeon = | 
March 29, 1943 that he too had been approached by the Apostolic = =| 

_ Nuncio* regarding the Banco de Frances e Italiano and especially ot 
with respect to the administration of the bank by the Colombian Gov- 

_ ernment,* pointing out that the majority of theshares ofthe bankare  __ 
_ owned by Profima,” majority of which shares are in turn, owned by 

the Holy See | oe oe | 
_ Doctor Aratijo informed me that it had been the intention of the | 

_ Government to set up the new Board of Directors of the bank as of | 
April 1, 1943, but that in view of the interest of the Nuncio and in 

| “During Dr. Turbay’s ‘absence Alberto Gonzdlez Fernandez was in charge . 
of the Ministry except for a short period when Francisco José Chaux served as 
the Minister. = .. a ee ee 

| * No. 1142, March 81,p.52, = Os | 
“Not printed. gee ee ee oe 

_ “Monsefior Serena. a So | 
*A Board of Directors, named by the Government, blocked the profits of the oe 

Bank and the accounts of Axis nationals, prohibited transactions with those on E 
the Proclaimed List and with Axis firms, but had not dismissed personnel | 
undesirable to the United States. = = Sar | : 
_™ Referred to by a representative of the Holy See as “Profima 8. A. Société | | 

| Immobiliére et de Participations,”: Lausanne. | Ha |



| 52 FOREIGN RELATIONS, 1943, VOLUME VI 

view of the information which we have requested the Nuncio to fur- __ 
nish the Embassy in connection with the ownership of the shares of 
the bank, the Government has decided to postpone for a week or two 
the setting up of the new Board of Directors. The Minister added 

| that pressure had been brought to bear on the Government by the 
main office of the bank in Buenos Aires to allow the head office to de- 
termine the composition of the new Board. Doctor Aratijo said that: 
the Government had definitely refused this request, as obviously such 

Oo a move would facilitate transactions which are not in the interest of 
hemispheric solidarity. ere eo 

| | I shall keep the Department fully advised of any developments in 

connection with the situation. — OO 
a - Respectfully yours, ~ Arraur Briss Lane 

740.00112A European War 1989/28238 e | 

The Secretary of State to the Ambassador in Colombia (Lane) 

. No. 1142 | Wasuineton, March 31, 1948. _ 

The Secretary of State refers to the Embassy’s despatch no. 872 
of. October 2, 1942 and the Department’s telegram no. 33 of January. 

. 9, 1943” and airgram no. A-537 of March 12, 1948 concerning the es- 
tablishing of a consultative procedure with respect to Proclaimed 

| List matters.  #  ~ : | 
| The Department approves the establishment of consultative pro-— 

cedures with the local governments in connection with the Proclaimed _ 
List where it is requested by such governments provided certain prin- 
ciples are agreed upon as the basis of consultation. In this connec- 
tion there is enclosed for the information of the Embassy a copy of a 

a memorandum dated June 27, 1942 # which was accepted by the Vene- 
| zuelan Government as a basis for a consultative procedure with re- _ 

spect to names on the Proclaimed List for Venezuela. - | 

| The Department would be glad to cooperate in the establishment. 
of a consultative procedure with the Colombian Government upon 

the principles set forth inthe enclosure. oo a 
| _ It was on this basis that a possible consultative procedure in Co- 

lombia was discussed with Mr. Turbay as referred to in A-5387 and. 
with Dr. Miguel Lopez during his visit to Washington last year. 

Any procedure which would be satisfactory to the Department. 
| would not involve the use of a preliminary screening process by an 

| ‘Neither printed. 8 | - 
21 Not printed ; in this memorandum it was made clear that the United States: : 

was to-retain the ultimate decision concérning the inclusion of cases and that. 
corrective action must be taken in appropriate cases, irrespective of nationality, 
and with expedition. me oe - .
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independent Colombian committee with respect to Colombian individ- ) 
uals. It will be noted that point 4 of the memorandum relating to’ | 
the Venezuelan consultative procedure states that listing or corrective: : 

_ action must extend to any person or firm identified directly or indi- = = | 
rectly with pro-Axis interests regardless of nationality. It is be- | 
lieved that it would be highly undesirable to establish any differen- | 
tiation in the handling of cases on the basis of nationality. While | 
the Department wishes to afford every safeguard against the unjusti- i 
fied listing of Colombian citizens it should be clear to the Colombian | 
Government that the Axis has not hesitated to promote its plans | 
through the instrumentality of firms having the nationality of coun- | 
tries in this hemisphere and that the prosecution of measures of hemi- 4 
sphere defense would be seriously hampered if any distinction on the _ : 
ground of nationality were allowed to interfere with the implemen- | : 

. tation of the Proclaimed List program. So a Paap | 
- In discussing this matter with the Colombian authorities it should 
be stressed that the final decision with respect to additions and dele- — | 

_ tions in the Proclaimed List, which relates to controls established by : 
this Government, must rest with the Interdepartmental Committeein | 
Washington. In the deliberations of the Interdepartmental Commit- _ | 
tee full weight will be given to any expressions of opinion by the | | 
Colombian consultative commission and to considerations relating to 

_ the Colombian economy. In the event that the Colombian authorities 
should request representation on that committee, it should be stated | 
that it is not feasible for all of the American republics which have | 
severed relations with the Axis to be represented on the committee and 
that every opportunity is afforded through the consultative procedure | | 
for local governments to express their position concerning particular 
names. So OE os mn | 

The Department believes that it is of great importance in establish- 
ing a consultative procedure to effect an arrangement whereby pro- | 
posed additions will be discussed with the consultative commission 
simultaneously with the transmission of a report to the Department : 
and that it be understood that in the absence of the submission of | 
further information by the consultative commission within a period to 
be agreed upon such as two or three weeks, the Department will assume _ | 
that the Colombian Government has no objection and the case will be | 
submitted to the Interdepartmental Committee on the basis of the | : 
Embassy’s report. In the absence of such an arrangement it has been 

_ found that the local government is sometimes prone to delay action on 
important cases by mere failure to report its position. oe 

The Department believes that it is essential to the successful func- ot 
tioning of a consultative procedure that the consultative commission |



| 
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| which is established by the Colombian Government be given broad au- 

: ~ thority to carry on discussions with the Embassy without the necessity | 

of referring to higher governmental authorities, except when broad. 

questions of policy are involved. Experience has shown that it is also” 

| desirable to establish consultation on a basis of regular and frequent 

meetings. Through such meetings it is possible for the Colombian 

| Government to make sure that the Embassy has full information con- | 

cerning firms which are proposed for addition to the list and for the 

Embassy to discuss fully with the consultative commission action 

which may be taken by Proclaimed List firms or by the Colombian 

Government for the purpose of securing the deletion of firms in ap- : 

propriatecases. SRA: 
-~ 'The Department also believes that it would be helpful if such con-_ 

- gultative commission were given the power to examine the adequacy of 

| : the Colombian economic and financial controls and to make recom- © 

mendations with respect to needed improvements in such controls as 

| indicated by the Resolutions of the Inter-American Conference on 

| Systems of Economic and Financial Control. By virtue of such an | 

| arrangement it may be possible to facilitate the reorganization of Pro- 

| claimed List firms and to promote a solution of the unsatisfactory sit- 

uation now existing with respect to intervened firms. = 

, For the Embassy’s confidential information, experience in Mexico 

has indicated that the continuation of the interventorship of undesir- 

able firms is likely to lead to a serious undermining of the entire Pro- 

: claimed List program in the country. The mere appointment of an 

- interventor obviously accomplishes little or nothing toward improving 

the political complexion and activities of the firms but does offer local 

firms an excuse for dealing with the Proclaimed List national. Fur- 

thermore, unfortunate situations such as are referred to in the Em- 

: bassy’s despatch no. 1801 of December 22, 1942 and despatch no. 107 - 

from the American Consulate at Barranquilla dated December 30, 

1942 ” are inevitable as a result of the performance of their duties by . 

American foreign service officers in spite of the exercise of utmost tact. 

The Department is solicitous that foreign service officers shall not be | 

7 subjected to unanswered criticism by the local government for the per- 

| formance of their duties in economic warfare measures in behalf of 

hemisphere defense. __ Lee RS a ee 

| It should be made clear that the consultative commission should be 

composed. only of representatives of the Colombian Government for — 

the purpose of,consulting with the American and British Embassies 

and these Embassies should not, therefore, have members on the com- 

mission as suggested in the Embassy’s A-12 of January 2, 1943.7 — | 

™Qatter not printed. = | hg Oa EO es | 
*° Not printed. | a —
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103.9165/29: Telegram = Oo yincesip cg ay ; 

_ The Secretary of State to the Ambassador in Colombia (Lane) °° ; 

ad Serpeto sgn tice F _ . Wasurineton, May 12,1948—10 p. m: 
611. Your 745, April 28,1943, 10:00 p. m.24. Department would _ 

_ welcome a decision by the Colombian authorities to nationalize enemy 
companies and would extend all assistance and cooperation possible 
under present conditions. However, at the present time Department. : 
is unable to express a definite view on the basis of mere indications oF 
that tie-ups with corresponding American companies are desired. In : 
the absence of information concerning the type of agreement, proposed,,. 
the assistance needed, the type of business done and products sold by — of 
the local firm, it is difficult to present a proposal to specific American 

_ firms. Such firms in general wish to know some of the relevant busi- | 
ness facts before committing themselves. Moreover, although the De- : 
partment will not disapprove any specific proposal merely because it L 
involves a tie-up with corresponding American firms, it would wish | ) 

_to examine the terms of such proposal before passing on it. However, 
within the limits of our stated trade and replacement policies, we will | 
do everything possible to facilitate technical and financial assistance } 
to nationalized firms. — ee a ee re | 

Please submit a complete description of the companies in Colombia | 
which would probably be involved in the replacement program, the | 
type of assistance they wish from the United States and, if possible, ft 
the terms and conditions on which this assistance is desired. Please | 
indicate to the Colombians that the Department wishes to make the | 
maximum contribution to Colombia’s program and that any delays 
that may be involved in collecting and studying required in formation | | 

_ would appear to be warranted and, it is hoped, will not prejudice the 
nationalizationprogram, | 

840.51 Frozen Credits/1047 2: Airgram | . . - - | | | ; . r : oo. : 

_» The Ambassador in Colombia (Lane) to the Secretary of State | 

Bo gord, May 15, 1943—1 p.m. 
ac Received May 22—3 p. m.] 4 

A-396. Reference Department’s Confidential Instruction No. 1240 | | 
of May 5, 1943, regarding Vatican interest in the Banco Francés-e 

* Not printed. | ER REAR 
461-035-645 | i
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| For the Department’s information, I have discussed the information 
contained in the instruction under reference with the Minister of 
Hacienda, who appeared to appreciate fully the Department’s policy 
in not intending to consent to the deletion of the Banco Francés e , 
Ttaliano from the Proclaimed List on the basis of the financial interest 

which the Vatican has acquired in that bank. He commented, in fact, 
that the acquirement of such interest appeared to him to be a cloaking 
operation, ts | res ie oes 

Fata - ee Lane © 

740.00112A4 European War 1939/31416 Be | 
| The Ambassador in Colombia (Lane) to the Secretary of State — 

No.2159 Book, May 21, 1943. 

| Str: I have the honor to advise the Department that recently — 
Sefior Gonzalo Cérdoba, manager of the Bogota branch of the Banco _ 

a Comercial Antioquefio asked the Embassy’s advice as to what action 
he should take with reference to opening of irrevocable letters of 

) credit for firms on the Proclaimed List but under the fiduciary ad- 
ministrationoftheColombianGovernment. = = = = | 

It will be recalled that at the time of the reorganization of the 
—.- Banco Alemén Antioquefio and its change of name to the Banco 

Comercial Antioquefio, one of the conditions to its deletion from the 
Proclaimed List was that the reorganized Banco Comercial Antio- 

- quefio would not engage in banking transactions with or for Pro- 
claimed List nationals. Close observation by the Embassy indicates 
that this condition has been complied with by the Banco Comercial 
Antioquefio. 0 EEE | on 

However, Sefior Cérdoba stated that from time to time he received 
requests from the fiduciary administrators of Proclaimed List firms | 
under the administration of the Colombian Government to open ir-- 

_ revocable letters of credit for such firms for transactions abroad. If 
the Banco Comercial Antioquefio complied “with such requests, it 
would be acting contrary to the economic sanctions of the United - 
States Government. If it refused to comply with such requests, its __ 

| denial would constitute a refusal of a request made of it by an official 
entity of the Colombian Government which has the Proclaimed List 
firm under its administration and control. = es | 

| I have discussed this matter with the Minister of Finance and he 
stated that he would issue instructions to the fiduciary administrators 
of Proclaimed List firms not to make such requests of the Banco 
Comercial Antioquefio. ee oe
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The foregoing » report is submitted for the Department’s | 

- Information; See Ig | 
- Respectfully yours, For the Ambassador: BOP Pe nl Cranes A. Livencoop | oP vaaeas Counselor of Embassy for : - ost ee ee ELeonomic Affairs f 

840.51 Frozen Credits/10710 : Telegram oy See - ee a eg 
— The Chargé in Colombia (Warren) to the Secretary of State . 

Bock, Tune 19,19483—1la.m. | Se  TRecoived 3:12 p.m] 
1061. Reference despatch 1768, March 3, and despatch 1782, March 

12.% In accordance with powers granted by Law VII of 1943, Colom- — _ bian Government issued decree 1207 of 1943 on June 18 providing 
for liquidation and exportation of Axis enterprises under fiduciary : administration. BO : 

Generally, Axis enterprises must be liquidated within 4 months after 
ordered to do so by Government. If not liquidated within that time, en | fines of 100 to 10,000 pesos will be imposed and enterprise will then 

_ be liquidated by fiduciary administrator and banking’ superintendent | and proceeds of liquidation deposited in stabilization fund. _ | 
_ If Government in agreement with National Economic Defense | 

Board decides that firm should be nationalized rather than liquidated = tk because of importance to national economy, expropriation of property = | of enterprise shall be ordered and Attorney General will institute | expropriation suit before proper court. Compensation fixed will be F deposited in stabilization fund with proceeds invested in bonds pro- | vided for by articles XIII, XIV and XVI of Law VII of 1948. | Full report 2? with Spanish text and English translation of decree | 

COL ARS ere. des 8 Sk vos be "Warren 

811.515/2072: Telegram EE Fe ERS on 
| _ Lhe Chargé in Colombia (Warren) to the Secretary of State | 

IB Bogor, July 5, 1943—1'p. m. | eee Pg SEES Pans | [Received 5:12 p. m.] _ - 
1151. Embassy’s telegram No. 1121, June 30, 1 p. m2” Based on | a study made for the Minister of Hacienda by the Banco de la Re- 

_ publica, the former informed. the Embassy today that in view of the. _ ; 
*Latter not printed. § _ oe ce * Not printed. oe 

ee | if
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strict regulations already governing transactions in dollar currency 
provided for in extraordinary decree 1528 of 1942, the new measures 
suggested for consideration in the Department’s circular airgram of 
April 7, 8:10 p. m.” would cause no difficulty in Colombia, and that 

_ the appropriate Colombian agency would be ready if requested to 
notify the public along the lines indicated in the Department’s air- 
gram under reference. = = 

He said that he wished to make clear however that the regulations. 
under consideration should not become effective in Colombia prior to 
such notification to the public by the Colombian authorities and that = 

| his expressed conformity with the proposed regulations was subject 
to the following conditions, which he understood to be envisaged in 

the Department’s circular: a 

(a) That American notes now possessed by the Banco de la Re- 
publica will be accepted by the authorities of the U.S. when sent for _ 

- gollection tothe Federal Reserve Bank | | 
(6) That the Banco de la Repablica can continue to purchase from 

travelers small residues of American currency, these likewise to be 
accepted when sent for collection ; —— Pe 

| (c) That the new regulations will not apply to remittances of 
notes previously despatched and which are under study by the re- 
spective American authorities. | = | * NERS one | Warren 

810.506/28 ee oo 
The Ambassador in Colombia (Lane) to the Secretary of State 

No. 2539 ee —., Bosord, August 5, 1948. 

re a ee pe ME [Received August 13.]- 

Sm: I have the honor to refer to the Department’s circular instruc-' 
tion of July 1, 1943,°° concerning elimination of enemy influence from 

insurance. pe | | | a 
This Embassy has carefully considered the proposals made in the 

Department’s instructions under reference and submits the following 

comments in connection with the suggested program: = , 

) As stated in this Embassy’s despatch no. 3833 of March 11, 1942,°° 

concerning Axis Insurance Companies in Colombia, the only enemy 

company now operating in Colombia is the Italian company Assicu- 

| razioni Generali—Tireste [7rieste?] (PL #*). The only change in the 

situation since the date of this despatch is that the Medellin agent, 
Alfredo Miani, is included on the Proclaimed List and it has been defi- 

29 Not printed :. this ; airgram transmitted a Treasury Department proposal - 

that it not release currency received in the United States for collection after . 
a given date on the assumption that the currency was Axis-tainted. 
(811.515/1911b) DG oo 

| * Not printed. | os 
* Proclaimed List. ,
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_nitely established that the Cartagena agent of Assicurazioniis Vicente __ 
Gallo Jr. (PL). Reference this Embassy’s despatch No. 4076 of April : 
20, 1942.32 a ae | : 

The Embassy has been informed recently that the Banking Super- — 
intendent (under whose jurisdiction the management of Axis insur- , | 
ance companies was placed by Article 17 of Decree 147 of January 26, I 
1942, and Article 5, of Decree 1552, June 30, 1942) has granted the | 
Assicurazioni a renewal of its license to operate as an insurance com- 
pany in Colombia. This action has been discussed with officials of 
the Ministry of Finance and is now under discussion with the Colom- 

- bian Consultative Commission.  =—_—© as ot 
It is believed that Proposal No. 1, to request each government to | 

prohibit all insurance and reinsurance transactions with companies __ | 
| in enemy territory, would be adopted by the Colombian Government. | 

As a matter of fact, it is believed that existing communications con- +t 
trol measures in Colombia preclude such transactions, and in any : 
event the only company in Colombia possibly engaging in such trans- | 

actions at the present time is the Assicurazioni. No instance of Co- 
- lombian insurance companies engaging in insurance or reinsurance 
transactions with companies in enemy territory has come to the atten- 
tion of this Embassy. a 

| With reference to Proposal 2, the Embassy is now endeavouring to | ! 
have the Colombian Government take appropriate measures to | , 
eliminate the Assicurazioni, the only enemy insurance company in | 
Colombia, from the insurance business. Insofar as directors, officers | 

and other insurance personnel on the Proclaimed List are concerned, | 
the Embassy concurs that the influence of the insurance licensing body 
will probably prove most effective in securing their elimination. : 
Furthermore, existing control measures in Colombia, plus the li- | 
censing system, if properly applied, are deemed sufficient to accom- : 
plish the desired purpose and additional measures would not be neces- — | 
sary. 3 oe | : 

No instance has come to the Embassy’s attention of any Colombian 
insurance company ceding, retroceding, or accepting reinsurance to or | 
from any insurance company which appears on the Proclaimed List. | 
The elimination of the only existing enemy insurance company in | 
Colombia will not result in a deficiency of facilities in Colombia. | 
With reference to Proposal 8 concerning the problem of the neutral | 

_ European companies,** this Embassy has no comment to make except _ 
that the proposed procedure seems most desirable. a | 

_ With reference to Proposal 4, it is believed that in connection with | 

= Not printed. | : 

This proposal contemplated the routing through and subjecting to United 4 
States censorship of all correspondence and records of neutral European com- | OF 

_ panies doing insurance business in the American Republics. _ E
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the general plan, the local companies in Colombia can be persuaded to 
agree not to insure any persons on the Proclaimed List or any prop- 
erty in which such persons have an interest, with the exception of the 

| property of those persons or firms under the fiduciary administration _ 
of the Colombian Government. As the Department knows, the 

| Colombian company, Cia. Colombiana de Seguros, has in the past _ 
been suspected of writing new insurance for Proclaimed List nationals 
and of renewing existing insurance for Proclaimed List nationals. 

| However, as stated in this Embassy’s A-27 6, November 17, 1942,°4 
assurances had been received from the Cia. Colombiana de Seguros 
that no new insurance would be written on listed firms except firms 
under the administration of the Colombian Government for the rea- 
sons therein stated. It is felt that other Colombian companies will feel 

| under the same obligation to accept insurance on listed firms under 
: Government administration where requested to write such insurance — 

by the Government representative. However, it is believed that this 
is a matter which can be worked out with the Colombian Government, — 
particularly if provision is made for exceptions in special cases. In 

: this connection, it is known that Cia. Colombiana de Seguros has in 
| recent weeks refused to renew existing policies on listed persons and 

_ firms and it is felt that this company is complying with its assurances 
to this Embassy not to write new insurance on listed persons and firms, 
except, as stated for listed firms under the administration of the - 
Colombian Government. __ Ee ge oo 
With reference to Proposal 5, only one case of enemy and Pro- 

claimed List insurance companies insuring property owned by United 
States or British citizens, or property of firms producing war materials 

a for the United States, has come to the attention of this Embassy, and 
_ this case involved one Harry Constantin of Bogota, a British national. 

He was instructed to cancel this insurance with the enemy company. | 
| _ The cession, retrocession, or reinsurance of insurance by the various 

Colombian companies is with United States and British concerns. 
| With reference to possible leakage through insurance companies of 

information on cargos and ship movements to and from United 
a States ports, a full report in this connection was made to the Depart- 

ment in this Embassy’s A-24 of July 30, 1942,84in which the conclusion 
was reached that leakage of information through insurance com- _ 

_ panies in this country can be discounted as entirely negligible. The 
report contained in this Embassy’s A-24 that the Proclaimed List 
national, Giordano Zollia, head of Assicurazioni, was doing some 
marine insurance business which he is passing on to the Cia. Colombi- 
ana de Seguros, has not been confirmed and is believed to be without __ 

“*Notprinted. |
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foundation, at least insofar as his passing this business to the Cia, 
: Colombiana de Seguros is concerned. CASO ESS foes 
| - In conclusion, the Embassy perceives no objection to the applica- 

: tion in Colombia of the concrete proposals made in the Department’s . | 
/ instruction under reference. en nee - | 

_ Additional personnel to carry out the proposal in Colombia is not 
| deemednecessary. en ee er | 
! Respectfully yours, _ For the Ambassador: , 
| SOREL. gc ydlotrar ae Barry T. Benson | 
fo eRe dating Commercial AstaeRd 4 

| 740.00112A European War, 1939/84964 : Telegram. - ce 
_ Lhe Secretary of State to the Ambassador in Colombia (Lane) - a 

| 2 _ Wasurneron, August 18, 19483—8 p.m. _ 
/ 1028. Your A-622, August 5, 1943. Alien Property Custodian | 

has informed the Department that it would be prepared to send 2 
| mission to Colombia which would arrive about September 15, if the : 

Colombian authorities expressed their desire to receive such a mission. 
: _ The proposal of the Custodian’s Office is in general acceptable to — 
, the Department. However, it will be subject to further discussion | 
| prior to the mission’s departure. Accordingly, it is suggested that * 

you refrain from discussing the details of the proposal with the of 
' Colombian authorities. You may, however, indicate that in general _ | 
| the Alien Property Custodian will attempt to work out: with the | 
| Colombian authorities an effective program for the replacement of : 
| Axis interests in the drug and chemical field. a8 Me : | 
| _ Please inform the Department of any reaction of the Colombian | 

authorities. Se OO, teak he 

T4002112 RP/6a ae a | 
_-* Lhe Secretary of State to the Ambassador in Colombia (Lane) | 

No. 1570 = sss Waster, September 7 , 1948. | 
Sr: Reference is made to the Department’s telegram no. 10938 of 

September 1, 1943, in which you were informed that an instruction  __ 
was being prepared in connection with the replacement of Axis drug ; F 
and chemical firms in Colombia. As was therein stated, in view of : 
the importance of the forthcoming negotiations, the Department has __ I 
had under consideration the question of the relevant policies and pro- F 
cedures. The views of the Department are as follows: _ - | 

* Not printed. ; a ES | |
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| 1. It is believed that direct preliminary discussions should be held 

with the Colombian officials to establish an understanding on the _ 

a economic warfare objectives which the two Governments would wish 

to achieve in connection with our assistance in the proposed Colombian 

program. Your telegram no. 1443, August -20, 1943,°" indicates that 

these points (which are in line with the Resolutions adopted at the 

Washington and Rio Conferences) are mostly acceptable to the Colom- 

| bian Government... _ | ee 

It is believed that the general framework for negotiations should 7 

include the following points, established on a basis of a direct govern- 

ment-to-government understanding. | | | 

a. If any of the properties is sold or otherwise transferred, or if 
any funds accrue for any other reason, it should be agreed that the 

- proceeds will be specially blocked beyond the reach of the German 

| owners for the duration of the war. Should Colombia be willing to 
agree to payment of any such funds directly into the Colombian — 

treasury without segregation and to await final disposition at the end 

a of the war, that solution would be most acceptable. In any event, 
mere freezing of the account against withdrawals would probably 

not be sufficient since the objective is to block the funds in a manner 

which will insure that the owners cannot realize any present ad- 

| vantage by pledging the frozen accounts or by other similar means. 
b. It should be agreed that trade between the nationalized firms 

and any Axis or Proclaimed List firms will be eliminated. Elimina- _ 

tion of supply contracts with Axis or Proclaimed List firms and a 
guarantee that such trade will not be resumed for the war period 

should be a condition of American supplies. Cancellation of such 

: supply arrangements will be satisfactory if it is made to coincide with 

the arrival of sufficient American supplies in Colombia to take care 

of health purposes. To clear the way for replacement of Axis trade 

| by other arrangements, there should be direct cancellation of any 

| existing contracts with Axis firms under which the manufacture, 

importation, or exportation, or other distribution of the products — 

involved is limited. However, the cancellation procedure should _ 

preserve the patent and trade-mark rights of the vested companies. 

| ¢. With respect to Axis trade-marks, trade names and patents, the 

- Department’s views are set forth in its circular instructions of July 

17 and July 20, 1943.3 It is believed, in view of the apparent willing- 

ness of Colombia to liquidate the Axis enterprises, that cancellation — 

of the Axis trade-marks or a forced transfer to desirable purchasers 

a who would guarantee not to use such marks would be acceptable. 
d. American assistance would also be conditioned upon elimination 

of Axis personnel from the nationalized firms. It 1s realized that 

a program for the elimination of Axis technical personnel will be 

largely dependent upon finding suitable replacements. However, it 

is believed that this Government should have the assurance of the 

Colombian Government that it is the intention of the latter to dis- 
charge all unsatisfactory personnel as rapidly as is feasible. In this 

| 7 Not printed. | ee 2 

8 Neither printed. | : oO |
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| ~.connection it might be well-also to raise the problem of preventing 
; the discharged personnel from engaging in subversive activities and 
| to determine what steps Colombia would be willing to take to insure 
; that discharged ‘employees would not become a source of danger to 
, ‘hemispheric security. * 8 ee ae a ) 
: é. It is desirable that in connection with the contemplated forced , | 

transfer, the Colombian Government should agree to prevent the ac- | 
quisition, directly or indirectly, of any interest in the vested properties | , | by either Axis nationals or persons whose connections with Axis en- : 
terprises make it likely that they would be subservient to Axis control | | 

| after the war. — SEL SEIS TE Ba er 7 

: _ 2. The Department has also formulated certain standards which | 
| it is believed should be met by companies which may make contracts 

with the nationalized firms. It is believed that these standards are 
not a proper subject of direct government-to-government negotiations 

| in the same manner as would be the measures outlined above. How- 
: ever, you may desire to communicate certain of these points to officials =  § | 

of the Colombian Government and to officials of negotiating com- 
| panies. In the latter category are included the representatives of 

the Alien Property Custodian. - . 

: a. So far as possible ownership and management of the vested com- - ; 
panies should be in the hands of suitable Colombian nationals. Par- | 

| ticipation by United States interests should be limited to a minority | 
financial participation and/or a management fee contract. Manage- j 
ment contracts should run for fairly limited periods so that retention | f 

_ of control in American hands will not persist unduly. On the other & 
_ hand, such management contracts should be for a period long enough , 3 

_ so that reacquisition of an interest in the vested companies by the oF 
- Axis immediately after the war would not be facilitated. 9 F 

_ 6. Management contracts should provide for subsequent manage- 
ment by Colombians through programs for the training of Colombian _ L 
executiveand technical personnel. = CS | : 
_¢. In the development of supply or management contracts by United : 

States concerns, participation in the Colombian market by as many ' 
concerns as is reasonably possible in view of the number and character 
of the vested establishments should be facilitated. Except where : 
combinations would be clearly desirable because of technical advan- | 
tages, the vested establishments should be encouraged to retain separate | 
identities and be separately managed, and to the extent feasible, no. 
one American company should be encouraged to enter into manage- 

_ Inent or exclusive supply contracts with more than one of the vested | 
establishments. In order to prevent combinations in the management _ ot 
operations between the several American concerns which may not be E 
provided for in the contracts, it would be desirable to have included F 
In the management contracts provisions that the companies which | 
initially received separate management contracts shall not combine F 
in their Colombian operations. 'This provision is to limit only such if combinations without Colombian consent, and a Colombian decision i 
will of course be decisive in such matters. Ee - |
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d. Control over general importation into and distribution withn _ 

| Colombia should not be given to companies receiving management 
contracts except in so far as the importing functions are directly 

related to the manufacturing. Great care should be taken to prevent 

| any measures which would impair the access of other exporters to 

the Colombian market. i 
| - e. Exclusive or preferential supply contracts should be avoided — 

except for those which may be desirable because of the technical or 

| | special services to be rendered by distributors, and for such similar 

contracts, limited so far as may be to the duration of the war, which 

| may be necessary to obtain scarce supplies for Colombia during the —__ 

war. Oe eae , | | 

- 7, American companies which undertake management contracts for 
| manufacturing activities should make their relevant patents and 

“know-how” fully available for operation of the related Colombian — 

establishments, without restriction other than royalty on a most- 

- favored-concern basis; and should undertake to foster Colombian 

research, at least sufficient to improve the products made and the 

_ processes undertaken. rae Bosh 

~~ g, No commitment should be made or unnecessary obstacle be inter- _ 

| posed to exclude any vested concern from particular lines of products, 

| sales territory, or customers, or otherwise to require the observance 

, of unreasonable restraints on the activities of such concerns. = 
_ h. Contracts involving manufacture should be designed to promote 

| the further development of Colombian industry in those lines which 

: give a reasonable indication that production may be carried on 

economically after the war without long-term tariff or other special 

protection. oe 7 — : 
” 4, Participating American companies should guarantee that trade- __ 

marks having Axis connotations will not be used, except in so far 

as they may be generic and open for general use. eh 
j. If an American company should acquire the present inventory _ 

of an intervened enterprise, satisfactory assurances should be obtained | 

of the intention of that company to remain in the Colombian market | 

for a reasonable period afterthe war. s | OS 

| 3. The standards stated above in paragraph 2 are chiefly relevant to 

the situation in which an American concern may make a contract with 

one of the vested companies. It is recognized, however, that another 

and simpler method of bringing American supplies into the Colombian 

| market and excluding Axis supplies therefrom may be the liquidation 

of the Axis companies and the distribution of American products — 

| - through new or existing desirable distributors. In this connection 

your attention is drawn to the survey requested in the Department’s 

telegram no. 1071 of August 26, 1943. Thus, the Colombian authori- 

ties have indicated that they are willing to sell the Bayer inventory, 

to eliminate the Bayer trade-marks, and to discharge the Bayer per- 

| sonnel. Since the Colombian authorities appear willing to liquidate 

* Not printed. | ~ . : -. Oe - Bo, | a 2 fb bla ye
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, the Bayer enterprise, and since that concern is the largest drug and’ me 
~ chemical house in Colombia, it seems likely that they may be willing- 

i to take similar steps with regard to such houses as Schering and 
: Merck. | SE Eg 

It may therefore be that the Alien Property Custodian’s companies, , 
| or other American companies, may find it simpler and equally or more 
: satisfactory to Colombia to negotiate supply or management contracts | | with desirable Colombian distributors who have had no Axis connec- | 

tions, or to expand existing desirable Colombian distribution and/ or , 
i manufacturing outlets. These contracts would contemplate active par- | 
| __ ticipation by desirable American companies in the Colombian market. | 
| and the distribution of their products by wholesalers who were without 
{ Axis taint. At the same time, the Axis drug and chemical concerns : 

would be entirely liquidated in the manner tentatively outlined for | 
Bayer and the proceeds of the liquidation would be effectively blocked. | 

: Trade-marks and patents would be disposed of in a manner consistent 
| _-with the Departments circular instructions on trade-marks and on 
, patents. Separate management or supply contracts could be made for | 2 those manufacturing facilities which the Axis concerns in Colombia 
7 presently operate. It is the Department’s understanding that the | , ‘principal concern of this sort is the Behring Institute and the packag- | : ing and similar machinery owned by the Axis concerns could easily | | _ be disposed of to whatever desirable distributors might make contracts | _ with American suppliers. Should this suggestion be followed,expan- > 

| sion of manufacturing facilities in Colombia would be encouraged, but 
on a basis which would envisage the establishment of new companies to | 
carry on such manufacture, probably in collaboration with strong 

_ American drug and chemical houses. OSI EB og BRS Sa SE 
These suggestions have the primary and strong advantage of re- j _ Moving those numerous problems which flow from the association of oF 

an American company with a concern which has previously been an —™” : 
instrument of Axis economic policy. Since the manufacturing facili- : | ties of the Axis companies in Colombia are believed to be slight (with — the exception of the Behring Institute) it is thought that therewould fg be no particular loss to the Colombian Government in destroying : ‘these Axis distributing organizations. The necessary supplies could 3 the more readily be brought into Colombia because no suspicion of an  & Axis taint would hang over the Colombian distributors. Such a _ course of action would also solve automatically such problems as the 
oneofretentionoftheScheringname. == ° EE | ___ The pattern above outlined is, of course, similar to the one being | discussed by Sterling. It is believed that the Alien Property Custo- 4 _ dian companies may well be entirely willing to take part in a program |
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along these lines and that several American companies would be will- 

ing to bring into Colombia products, under such a procedure, which 

would more than take the place of those products now wholesaled by 

such firms as Merck. ee | 

You should discuss this matter with the appropriate Colombian 

authorities. Should this approach be followed, in whole or in part, 

by the Colombian Government, such information as may be ascertain- 

| able on Colombian distributors who would be willing and able to go 

into the drug and chemical field can be made available to interested 

American companies. In this connection, of course, the survey re- 

quested by the Department’s telegram under reference will be ex- 

: tremely valuable, and should be forwarded to the Department as — 

| soon as possible. The Department of Commerce will then be re- 

quested to bring desirable American companies into the Colombian 

a picture. | | | 7 

4. The Department considers it highly important that all desirable © 

American companies be given an opportunity on equal terms to nego- 

| tiate contracts for the supply of drugs and chemicals to Colombia, 

| and for the management of such of the Axis companies as Colombia 

may decide to vest and to continue. For this reason, it is desired that 

the Embassy keep the Department currently informed of any nego- 

tiations, and that all relevant information be transmitted to the De- 

partment, so that American firms may be informed. Similarly, it is — 

not desired to give the impression that the companies controlled by _ 

| the Custodian—as carefully distinguished from the representatives 

of the Custodian, who are representatives of a government agency 

| ‘and not of particular companies—should be accorded special privi- 

- Jeges in the Colombian negotiations. The Custodian’s companies are 

| under the present control of this Government, and it may be expected 

that their attitude will be shaped by governmental considerations to _ 

a larger extent than would be the attitude of a private company. It | 

may well be, further, that the facilities of the Alien Property Custo- _ 

dian will be useful in bringing about contacts with other American 

companies or in making reports which could be made available to the 

‘American industry. Finally, it is quite probable that the Custodian’s 

| companies are sufficiently expert in certain particular lines that con- 

tracts with them may be highly desirable from the pot of view both 

of Colombia and of those companies. However, the companies under 

the control of the Custodian are in competition with other American 

| concerns, and governmental control is not expected to persist perma- 

 nently. The Department, therefore, wishes to emphasize that the im- 

pression should not be given that companies under the control of the | 

| Custodian are especially favored, all other things being equal. ©
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| This attitude of the Department is clearly understood by repre-. 
sentatives of the Alien Property Custodian in Washington who have, 

| in fact, made preliminary inquiries among several other drug and 
{ chemical firms and received favorable indications that the latter would. 
: be interested in participating in the Colombian market. It hasbeen __ | 

indicated by the Custodian’s representatives, further, that the Sterling | 
negotiations are not inconsistent with the negotiations to be carried | 
on by the Custodian’s representatives and may, in fact, supplement | 

| these negotiations in a way which will result in mutual advantages. | 
5. It should be recognized that the standards described in this in- : 

| struction are designed as preliminary guides, and not as final touch- | 
| stones. It may appear desirable to modify them in some respects. | 
1 Moreover, it is emphasized that final agreements with the former | 
| Axis firms, or involving dealings with those firms, are to be cleared. 

with the Department before being finally signed. a 
t Very truly yours, | | For the Secretary of State: 

| | | oe | - Dean AcHEsSON : 

740.21112A/78 : Telegram poe ee | , : 
| The Ambassador in Colombia (Lane) to the Secretary of State | | 

fp ee Bogor, September 25, 1943—1 p. m. | 
| a | _ [Received 6: 37 p.m.] i 

— 17 10. Mr. Robert Parrish, Chairman of the Coordination Com- [ 
mittee,*° who has a wide knowledge of persons and conditions in 
Colombia, has submitted for our consideration the suggestion that if | 
the Department plans to ease restrictions upon Italian firms in Colom- | 

| bia as a result of developments in Europe, we should do so at once and | | 
not wait for the impact of events to force us to do so. He expresses - 
the thought that we should remove at once from the Proclaimed List : 

| those firms against which we have the least adverse information, stat-_ 
ing that we will get much more credit if we take this step now rather > I 
than if we delay until this situation is clearly defined in Italy. 
On September 23 President Lopez asked me if I had any instructions | , 

as to reconsideration of.the position of Italian firms [and] Italian | 
citizens in Colombia, as undoubtedly this problem will have to be faced 
shortly by the Colombian Government. | j 

In recent weeks officials of the Banco de la Reptblica (the Govern- 
ment entity charged with the administration of practically all enemy — : 
firms and of the blocked accounts of enemy nationals) have been — ' 
quite insistent with officers of the Embassy in inquiring as to the pos- | 

| ® An agency of the Office of the Coordinator of Inter-American Affairs. |
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sibility of the United States easing restrictions on Italian nationals 

| as a result of military developments, and have stressed the desirability 

of unified and simultaneous action in the event the sanctions or con-— 

trols are eased with referenceto any particulargroup. 

--_[ should be glad to receive the Department’s telegraphic instructions 

as soon as a decision is reached on this important question of policy. 

oF a ie ANE 

—-740,21112A/78: Airgram (OLE | ane : 

The Acting Secretary of State to the Ambassador in Colombia (Lane) 

Soh | - ‘Wasuineron, September 30, 19483—6 p. m. 

~A-1110. Reference your telegram no. 1710 of September 25 con-. 

cerning Proclaimed List policy, with respect to persons of Italian 

nationality in view of recenteventsin Italy, | 

~The Department will shortly. issue a circular instruction on this 

subject. “The following are current views of Interdepartmental 

| It is important to bear in mind that additions to the Proclaimed | 

. List have been made on the basis of pro-Axis activities and in no 

~ case has a person or firm been included solely on the basis of German | 

_ or Italian nationality. Recent developments with respect to Italy can- 

not be regarded-as requiring any automatic change of status of any — 

Proclaimed List national. a ae 

‘The questions and suggestions of President Lépez, the Banco de 

la Republica, and Parrish indicate a belief that Italian nationality’ 

has been a basis for inclusion in the list. It is suggested that you 

make clear to them that such is not the situation but that persons _ 

p engaged in pro-Axis activities have been put on the list regardless of 

nationality, including American and British nationals. In other 

words, persons have been included in the Proclaimed List not because 

they were Italians but because they were Fascists or Nazis or were 

working for an Axisvictory. ET oe 

| Before consideration could be given to deletion of any particular 

names there would at the least have to be concrete evidence that the 

pro-Axis activities which led to inclusion were no longer being car- 

riedon. I oe 

You are requested to forward a detailed report on the effect of 

recent events in Italy upon. the political sentiments of Italians in 

| Colombia generally and upon Italian Fascists in particular with 

_ special regard to pro-Fascist Italians who have been included in the _ 

- Proclaimed List. — | | 

7 re a - . BERLE



EOP COLOMBIA BQ 

811.515/2072: Airgram SD aE GB Rk ae | 
| The Secretary of State to the Ambassador in Colombia (Lane) 

Fo Waseeexerony, December 28, 19483—6 p. m. 
: _A-1360. Treasury has learned from a representative of the Federal. 
| Reserve Board, recently returned from a tour of South America, that 
; the Banco de la Reptblica is holding United States dollar currency | 

in the amount of approximately $45,000, allegedly obtained from | | 
| travelers and the Embassy, which it is reluctant to forward to the | 
| United States because of the possibility of such currency being. _ | 
} Impounded. Sy Seep Bee PB ceo 
: _ It would appear that such hesitation by the Banco de la. Repitblica | 
: _ probably results from the uncertainty expressed by the Minister of , 
| Hacienda “ over the three conditions outlined in the Embassy’s tele-— | 
} gram no. 1151 of July 5, 1943. . Substantially such conditions are | 
boo included in the cut-off plan as proposed by Treasury (Department’s  ° 
| circular airgram of April 7,.1943) about which instructions will | soon be sent to the various Missions. However, it is believed desirable = | 
| that the bank’s doubts concerning the release of the currency should sf 
| be resolved as soon as possible, | 
| The Embassy is requested in its discretion to discuss this matter 
| with the Banco de la Repiblica. If the Embassy is in a position to oF 
| certify the source of the funds under reference, the Banco dela | 
|  Repiblica should be informed that the Treasury Department ‘does | 
| not anticipate any undue delay with respect to its release should such oe 

| currency be forwarded to the United States for collection, = | 

_ NEGOTIATION OF AN EXPORT-IMPORT BANK LOAN TO COLOMBIA 
FOR AGRICULTURAL PURPOSES 

821.61/58 | | ete 
Lhe Ambassador in Colombia (Lane) to the Secretary of State | | 

No.1890 0 Bocor4, January 13,1943. sk 
| bee EPO Sib Lo [Received January21.] 

__ Sim: I have the honor to refer to conversations which Dr. Miguel | 
Lépez Pumarejo, President of the Caja de Crédito Agrario, Industrial | 
y Minero, held last July and August in Washington with Mr. Lau- | rence Duggan, Adviser on Political Affairs of the: Department of +t 
State, and Dr. Atherton Lee, then of the Board of Economic Warfare, = ~—|TgX with regard to the possibility of obtaining a credit from the Export- sf 
“Carlos Lleras Restrepo. | | - oes a I © See footnote 29, p. 58. : | | if
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Import Bank in the amount of fifteen million dollars for the develop- | 

ment of a general agriculture plan. | es a 

The plan as originally drawn up was approved in general terms 

by Dr. Lee but has since been amended by the Colombian authorities _ 

_ along the lines of the attached memorandum.* Dr. Lopez Pumarejo 

has requested that this memorandum be transmitted to Washington so 

that in case it is found to be satisfactory it may be used as a basis for~ 

discussion with the Export-Import Bank. _ | Oe 

In general the proposal is as follows: That a corporation be formed 

as a subsidiary to the Caja de Crédito, financed by a fifteen million _ 

| dollar line of credit from the Export-Import Bank, the loan to be — 

secured by the shares of the corporation. The Corporation would be 

| governed by a board of six directors, three to be named by the Caja and 

| three by the Bank. The personnel of the corporation: would be named = <....: 

os by the directors. The directors would be mutually acceptable-by.-the.! a 

bank and Caja. Oo - a cs Mute? 

The following are the suggested projects as included in:the amended... 

Irrigation. . 0.0... cece e eee cece eee eee eeeeseess $2, 500, 000 

Fertilizer plant............0.00e eee eee eee serves > 4,000, 000 

Insecticide and Fungicide..................-.2. 5 100, 000 

| - Short-term Agricultural credit................-%22 1,000, 000: 

Long-term Agricultural credit.................... 1,000, 000 ~ 

 Parcellation of land..........62...0.e00000++--+ 1,000, 000 

Small process and distribution plant............. 2, 000, 000 
New CropS..... 0... cece ee eeeeeceeeeeeenneecess 4,000, 000 

Experiment stations. ......... 0.0 e cece ee eee eee 500, 000 | 

NurserieS.... 2.0... ccc ccc eect ee tere eee eens 400, 000 

Exploitation of coal........... 660 e cece ee ener 750, 000 

Bagasse... 0... cee eee eee eee een ee eee eeeee 750, 000 — 

Total... 0.0... cece cece eee eee eee eceeee+ 815, 000, 000 

Dr. Lépez Pumarejo mentioned that the nitrogen fixation plant, . 

included in the previous plan, had been eliminated and that agricul- 

tural experimentation stations had been introduced in its place. He | 

, also suggested that one of the following two courses of action be 

adopted: | - Beteesh ee Fey a 

~ 1—That two representatives of the United States Government, one 
or both to be from the Department of Agriculture, to be sent to Colom- | 

bia to discuss with Colombian officials the proposals in detail; or . 

| 9.—That Dr. Miguel Lopez Pumarejo proceed to Washington with — 

an agricultural technician to discuss the proposal in detail with the — 

competent authorities of the United States Government. oe 

| “Not printed. Oe |
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2 _ The Embassy would appreciate receiving the Department’s com- — | 

ments with regard to these suggestions. ee | 
; _ Respectfully yours, _ For the Ambassador: 
4 a _ -FiercHer Warren | 

| a Counselor of Embassy 

: 821.61/74: Airgram | , | 
Lhe Ambassador in Colombia (Lane) to the Secretary of State | 

, ES Boaors, April 3, 1943—1 p.m. : | | : _ [Received April 9—noon.] 2 
| | A-274, My telegram No. 572, March 31, 7 p. m.# : ! 
| President Lépez * had referred to the agricultural plan casually at | 

a reception on March 27. He had stated in a somewhat joking vein, | 
although obviously serious beneath, that now that the elections are 

| over, the electorate is going to demand of the Government some con- 
: structive progress within the country, especially in the field of agri- 

culture. He said he hoped therefore that we would endeavor to assist 
him and his country. I replied, in the same vein, to the effect that 
I did not wish to take part in internal politics but that I would be 4 Tl glad to see what could be done to help Colombia. | | 

In view of the forewarning, I had with me the previous corre- I , spondence when the President summoned me on March 31. I asked ; 7 him whether he had any concrete comments in addition to those made | : by his brother Miguel, as reported in. Kmbassy’s despatch No. 1390, F | _ January 18, 1943. The President replied that he had some very ; , concrete comments and proceeded to give them to me: | | 
The people of Colombia consider, because Congress has authorized : | the issuance of sixty million pesos in economic defense bonds, that the [ | Government is “overflowing” with money. Such is not the case. The if following are the figures regarding the Government’s present financial 7 : obligations: a oo | — | 

Pesos | . | | 12, 000, 000........... 1942 deficit | | 24, 000, 000........... 1943 estimated deficit, OE 9, 000, 000........... Debts to various Departments (State : | Governments) : | 7 E / 2,000, 000........... Grant to Instituto de Fomento | E 1,000, 000........... Grant to Caja de Ahorros ; ~ 10,000, 000........... Publie Works, including buildings and | ‘ 
roads | | f _ 6, 000, 000........... Miscellaneous appropriations | 

60, 000, 000........... Total oe 
: * Not printed. | 

| “© Alfonso Lépez. | | : 461-035-646 | | |
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There is always the danger that the estimated deficit for 1948 of 94 — 

million pesos may attain a higher figure, such as 36 million pesos, if 

conditions caused by the war continue at the present rate. The Gov- 

ernment, therefore, finds itself in a financial situation which is critical 

and which it hopes the United States will find itself in a position to 

alleviate. | —_ 

| The Government has endeavored to avoid inflation through an in- 

crease of 35 percent of income taxes and a compulsory provision that . 

50 percent of the amount of income tax payments shall be invested in 

economicdefensebonds. = (UE Deen 

Just. as the President took the position in 1939, when a director of 

the Electric Light Company, that war was inevitable (against the ad- 

vice of the other directors who tried to persuade him to buy machinery 

from Switzerland), now he takes the position publicly that the war 

will end within the next six or twelve months. If he did not take that | 

position publicly, an economic and financial disaster might be expected 

7 in Colombia, due to the increasing critical situation of the Government 

because of lack of importations and consequent decreased revenue. ° 

The people of Colombia are in no mood to appreciate the seriousness 

of the situation. Instead of pulling together, they are indulging. in. 

| luxurious, individualistic thought without regard for the morrow. Ine 

this Administration the President. wishes to accomplish two things: | 

| (1) improvement in agriculture, and (2) road building. Inthe latter’ 

respect he contemplates the following highways: Medellin-Turbo;_ | 

| Medellin—Cartagena;. Bogoté—Rio Hacha; Cali-Buenaventura; as_ 

—_-wellas lesser highways in the Putomayo. 7 | oe 

The ten million dollar credit advanced by the Export-Import Bank 

| to the Banco de la Reptiblica in 1940 still has five years to run.” Of 

a this sum, the Banco de la Repdblica still has a balance of eight million — 

dollars on hand. It would be of the greatest help to the Colombian | | 

| Government if the Export-Import Bank, at the request of the De- 

partment of State, would extend for a period of eight years as from 

now a credit of eight million dollars to the Government of Colombia, 

permitting the Banco de la Repiblica to transfer its balance to the 

credit of the Government. The Banco de la Reptblica can well afford 

, to do this, having sufficient reserves, and the extension of this credit 

to the Government would enable the Government not only to proceed 

with the liquidation of some of its obligations but also te start con- 

structive work on road-building. eee | | | 

~The President said that he would be extremely grateful to the De- 

partment for any support which it could give to-this situation which, | 

he assured me, he is not exaggerating in any respect. | 

In setting forth the President’s views as outlined above, the De- 

partment may wish to review Annual Economic Review No. 10, 

dated January 7, 1943, Report No. 160, dated March 16, 1943, and — . 

Report No. 185, dated March 29, 1948.% 7 | 

LANE | 

| 46 Wor correspondence concerning this loan, see Foreign Relations, 1940, vol. 

Vv, pp. 695 ff. . | , | oo 

“None printed. oo - |
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| ‘Lhe Chief of the Division of the American Republics (Bonsal) tothe 
oe Adviser on Political Relations (Duggan)® = 

| - | Se Wasuineron, April 13, 1943. 
; _ Dear Larry: I have thought that you would find it helpful to know. 
j upon your arrival in Bogota that since you left Washington the subject. __ 
| of the Colombian agricultural plan has been discussed on several : 
i occasions by Dr. Moore ” of Agriculture, Mr. Arey © of the Export-_ 
| Import Bank, and some of us in the Department. We all want to be of | 
| _ assistance in the most cooperative way to aid and encourage the sound ' | 

development of Colombia’s agricultural possibilities. = oe | 
1, - Instruction no. 1129 of March 26 informed the Embassy in this, _ | 
| sense and authorized the Ambassador to tell the appropriate Colom- | 

bian officials that the Department would be glad to discuss this plan. i 
| in Washington with those officials which the.Colombian Government | | 
: might wishtodesignate. © TO fe as 

Zt seems probable that both Vice President Wallace and yourself. | 
| may be approached about this subject. President Lopez spoke to. 
| the Ambassador on the 31st of March saying that he would be most. : 
| appreciative if the Department would support the $15,000,000 credit = = —s_f 
| which is desired from the Bank, and mentioned that for political 
: reasons he is particularly anxious agricultural activities progress. ; 
: The President at the same time expressed his wish that the obligation | ot 
| for the slightly over $8,000,000 balance of a loan made to the Banco. | 
| de la Repiblica by the Export-Import Bank should be transferred 
| to the Government and be allowed to run for eight years instead of | | i 

the five years which would otherwise remain as the period of the loan. | 
Mr. Lane reported on this subject by telegram. and in strictly con- - 

|  fidential airgram no. 274 of April 3. - ges re 
‘With regard to the transfer of the obligation from the Banco de | 

la Reptblica to the Government, this will undoubtedly have the ap- 
| proval of the Export-Import Bank but it will need a definite clearance ts : 
_ when Warren Pierson ® is back in town tomorrow. The idea of the — | [ 

$15,000,000.loan on the agricultural plans along the lines of Dr. Miguel a | 
Lépez’s project has, at best, received a lukewarm reaction from the | Export-Import Bank, and Ross Moore. While fully supporting the | 

a Addressed to Mr. Duggan in care of the American Consulate at Cali, | | E Colombia. rn ; | Oo - 7 | “ Ross E. Moore, Assistant Director, Office of Foreign Agricultural Relations, © : ‘Department of Agriculture. | oe | | ° 3 * Hawthorne Arey . | oS | | - . an i; “Not printed. > | Bet oe ) ey F “ For correspondence on the visit of Vice President Wallace and Mr. Duggan : to certain American Republics, see vol. v, pp. 55 ff. | | | j ** President of the Export-Import Bank. | eas: | |
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| ~ desire to help in the most effective way, they, along with some of us. 

a in the Department, are very doubtful of the wisdom of some of the | 

| specific projects for which the loan is requested. Dr. Moore considers 

| that any agricultural development must be closely related to the con- 

- gtruction of roads and other communications facilities and that this 

would particularly influence any decision as to how wise it might be 

to make any general allotments for sotne of the short and long-term 

| agricultural projects. The allotment, too, of a million dollars for the | 

: | parceling of properties has also not been favorably looked upon. The 

Bank has said that if a loan is made it is preferable simply to make a 

block allotment which could be used for projects the Bank would 

approve and that the Bank would prefer not to get into a Development 

Corporation. © a | | 

| All of those who have discussed this subject are in agreement that 

we should give technical assistance to Colombia, although Dr. Moore 

has pointed out that no large number of technicians would be readily 

found in the United States for immediate service. However, he 

believes there are some young men who have been trained here who 

might apply their experience in Colombia and be of some service. 

It will, unquestionably, be desirable to provide funds to cover essential 

equipment and other material which must be imported from the United 

States, but present war conditions would make it unwise to give any 

definite commitment as to quantity or time of delivery. I know that 

as you will be on the ground and able to talk this over first-hand with 

| Mr. Lane that you can determine to best advantage what influence 

political considerations should have in the extension of any part or 

| all of the loan which is now requested. fe OO 

It seems to me quite likely that when you are discussing agricultural 

| matters, some reference will come up in connection with the draft of 

a suggested agreement between the Secretary of Agriculture of the 

| United States and the Minister of National Economy of Colombia, 

which was the outcome of the talks Dr. Moore had when he was in 

Colombia last November. This primarily had to do with the estab- | 

lishment of an agricultural experiment station in the Rio Leén Valley... 

If this were carried out, it would provide for a very modest expendi- 

ture by this Government. I think that this may have been laid aside 

| by the interested officials in Colombia in view of the more elaborate 

agricultural plan which Miguel Lépez has subsequently proposed. 

oe I expect that you will wish to point out the desirability of having - 

- the entire matter studied in Washington after Dr. Miguel Lépez or 

|  gome other designated person, or persons, come here for that purpose, | 

as this will permit a more thorough consideration of all angles of the
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; problem than it is believed could be given if negotiations were carried 
| onin Colombia. — oo EA 

When you return we shall look forward very much to having the 
| advantage of your opinion on this entire subject after the discussion | 
: which your visit will have afforded. | a | | 

_ With kindregards, - 
| Sincerely, — P[uinie|] W. Blonsar] 

821.61/74 : Telegram | ee | a | 
| _ ‘The Secretary of State to the Ambassador in Colombia (Lane) 

OS a _ Wasutneron, April 17 , 1943—6 p.m. | 
_ 498. Your A-274, April 3,1 p.m.. Both the Export-Import Bank | 
and the Department have given serious thought to and have discussed | 

: the point of view expressed by President Lépez and by you in your | 
recent message regarding financial assistance to Colombia. The De- 

: partment and the Bank have reached the following conclusions: | | 
1) It is recognized that the conditions under which the $10,000,000 | credit was extended to Banco de la Reptblica may no longer prevail. | i It is also appreciated that the Banco may not wish to continue serv- : icing a credit for which it is presumed it has no immediate use. _ | =: _ 2) Both the Bank and the Department are sympathetic with Presi- 

| dent Lopez’ desire to promote further constructive activity in Colombia : including the improvement of communications and the development of agriculture, The Export-Import Bank is willing to discuss further | credits. | | [ _ 8) As a preliminary to such discussions both the Department and | the Export-Import Bank believe it would be desirable for the Banco 
de la Reptiblica to liquidate the balance of approximately $8,000,000 f : outstanding on the exchange credit. eo f | 4) We are concerned lest borrowing by Colombia of dollars for , : deficit financing and internal expenditures may result in further in- | flation and the laying up of possible future financial troubles, f 

_ As indicated by Department’s instruction No. 1129 of March 26 °4 
it is believed that a good deal of discussion and examination of possi- oF 
bilities will have to proceed [precede] any decision in this matter. _ | ; 

| It would be helpful if you could inform us immediately whether the _ | 
| new Colombian Ambassador has any specific instructions in this _ : 

matter, ae | era | It will be appreciated if you will bring the contents of this telegram — ; 
to the attention of Mr. Duggan immediately upon his arrival. | 

| Burn . 
Not printed. | . - i :
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. 821.61/74: Telegram Lens ee oe : ae 7 oe - So oo 

The Secretary of State to the Ambassador in Colombia (Lane) — 

: eo Wasuineton, April 28, 1948—8 p. m. 

: 551. From Duggan. Reference Department’s cable 498, April 17, — 

6 p.m. Please inform Miguel Lépez that the Department and other 

interested Government agencies will be glad to initiate discussions of 

| the Agricultural plan with him and his advisors in Washington on May 

12 or thereafter at his convenience. It has seemed impracticable to 

- suggest an earlier date since Ross Moore of Agriculture who has fol- 

lowed this subject closely is now absent from Washington and will 

probably be unable to return until several days later than the 12th. 

_ In paragraph numbered 3 in the Department’s cable 498 of April 

17 reference was made to the liquidation of the loan to the Banco de la 

Repiblica to facilitate consideration of new loans for roads and agri- 

| cultural development in which the Colombian Government has now 

expressed its interest. It will be helpful to the Department to know 

if the President intends that Miguel Lopez will negotiate regarding _ 

- the present Banco de la Reptblica obligation in addition to the agri- 

| cultural credit, since it is felt that such financial matters are necessarily 

related. OE 7 Z | | 

It is requested that you inform President Lépez of the information 

| contained in this present cable. [Duggan.] a wo 

821.61/74 : Telegram ae 7 nee Oo 

| The Secretary of State to the Ambassador in Colombia (Lane) — 

near -Wasuineton, April 30, 1948—9 p.m. 

| - 566. Reference Department’s cable no. 551, April 28, 8 p. m., and 

your cable 745 [743] of same date.* It will be satisfactory for Miguel 

Lépez and his advisers to arrive early in June. Please advise approxi- 

mate date of arrival as soon as possible. The plan for Ambassador 

Lleras * to negotiate both propositions is entirely acceptable. = 

The Department will send you separate instructions authorizing — 

travel to Washington for consultation. It is not foreseeable how long 

the discussions regarding the agricultural plan may last, and the De- 

partment will leave to your decision whether you wish your arrival 

to coincide with that of Miguel Lépez. cre 

a eee Bap Hon 

| ~~ % Latter not printed. oo / oe Oo 
& Alberto Lleras Camargo, Colombian Ambassador. re 

| | - os



| 
EE io oonmnMNM_ 

| oP WHS COLOMBIA IT 
‘821.61/84 : Telegram - - . | - ON 7 - ce . | 

Lhe Ambassador in Colombia (Lane) to the Secretary of State — 
. a a Boeor4, May 11, 1943—2 p.m. 

an eee 7 [Received 8:50 p.m.] - 
: _ 827. Departments instruction No. 1129, March 26, 1943.7 From 
| Informal conversations with Colombian officials which should not be : considered necessarily as representing official point of view of Colom- | 
i: | bian Government we have obtained the impression that complications | | for the Colombian Government may be created in the event that a | credit of $15,000,000 required under the agricultural plan should be | considered jointly with the extension of $8,000,000 credit by the , Export-Import Bank to the Government of Colombia (see airgram | 

no. A-274, April3), a RSs | | - It has been suggested that as $8,000,000 eredit will be primarily for ! 
public works projects and as the $15,000,000 credit will presumably 

) be administered by a corporation specifically set up for agricultural _ 
_ purposes, considerable confusion might result if the two credits were sf ; administered by the sameentity. | | : _ The foregoing is submitted to the Department for consideration 

| pending the arrival of Miguel Lépez and his associates. 7 | | - ERE SR OORT I ag AE ng dn eS _ LANE E 

— 821.61/87 : Telegram o | bo | | - | ; ee ae i - Lhe Ambassador én Colombia (Lane) to the Secretary of State | 
: a ge - Bocord, May 22,1943--Ip.m. si : Se eres Mey | Received 5:57 p.m.] | 
| = 889. My No. 828, May 11, 3 p. m.” Miguel Lépez informed me i this morning that Florez ®* will not be a member of his party having ' ___ been forced to withdraw because of private business. _ . oe 

_ Lépez informed me also that the President approves of the proposal : 
that the 15 million dollar credit desired for the agricultural plan F should be separate from the 8 million dollar credit desired for public : 

eee Le La | ‘Lane | 
821.61/87 : Telegram , | | | ; we | 
_ Lhe Secretary of State to the Ambassador in Colombia (Lane) | 

a fgg - _Wasurneton, June 30, 1943—midnight.  __ 
___ 818. Your telegram no. 889, May 22,1 p.m. Following a detailed = ff _ study of the Colombian agricultural plan by officials of the Depart- — 

: °' Not printed. | | cr cae | ae | : | * Manuel Florez Umana, agronomist and one-time associate of the Minister _ ; of National Economy. | a | I
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| ment of Agriculture with Miguel Lépez and his Colombian advisers, 

Mr. Pierson, President of the Export-Import Bank, informed Lopez 

| and the Colombian Ambassador on June 26 that he would recommend 

to the Trustees of the Bank the extension of a line of credit up to 

$10,000,000. If approved by the Trustees, as is expected, this credit 

may be drawn upon subject to the approval by the Bank of each — 

project for which funds are desired. a 7 

Mr. Pierson will also recommend to the Trustees of the Bank the 

approval of a loan of $8,000,000 to the Government for road construc- 

tion to be made available following the repayment by the Bank of the 

‘Republic of the balance of its approximately $8,000,000 loan now out- — 

‘standing. The new loan would be an increase of the $12,000,000 loan 

extended in 1941. oo | ) | | 

| OS Hon 

oe $21.61/111 : Telegram | | | | 

- The Ambassador in Colombia (Lane) to the Secretary of State 

| a | | Bocord, August 28, 1943—5 p.m. 

- ss: [Received August 29—2 a. m.] 

1520. With reference to conversation of August 20 between Messrs. 

Arey, Moore, Hooker® and Keith,” memorandum ® of which was |. 

received yesterday, and my telephone conversation with Keith today. | 

| Dr. Miguel L6pez informed me today that Ambassador Lleras had 

| telephoned President Lépez that Export-Import Bank requires a 

Jegal opinion that Caja de Crédito Agrario is authorized to negotiate 

loan with [the Bank?] and that Colombian Government has legal 

| power to authorize Caja to negotiate loan. et — 

| Miguel Lopez said that Caja will gladly give us all necessary in- 

, formation but that in Government’s opinion it is up to Export-Import 

Bank and not up to Colombian Government to make the necessary 

arrangements with legal counsel. LAER Oe 

| As explained to Keith the matter involved is only one of procedure 

but I should appreciate being authorized to employ legal counsel for | 

| _ the preparation for such an opinion and will take advantage of Lépez’? 

offer to assist. : — | | 

Please telegraph. Bane a | - : 

ne 0 NIE go Lane © 

- ©¥or correspondence on the 1941 extension of credits by the Export-Import 

Bank, see Foreign Relations, 1941, vol. vu, pp. 55 ff gt 

@ John §. Hooker, Assistant Adviser on International Economic Affairs. | 

- Gerald Keith, Assistant Chief, Division of the American Republics. . 

| *® Not printed. | | OO
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821.61/111: Telegram | 

L. Lhe Secretary of State to the Ambassadorin Colombia (Lane) | 

| 7 | WasHINGTON, September 2, 1943—10 p. m. 
1104. With reference your telegram No. 1520, August 28, the 

i Export-Import Bank states as follows: a 
_ “Tt is the Export-Import Bank’s practice in all credits to foreign 

7 governments or entities to require legal opinion of an attorney of the 
oreign country, selected and employed by such government or entity 

: without cost to the Export-Import Bank. It will be recalled that such 
| procedure was followed in the cases of the $10,000,000 credit to Banco 
| de la Reptiblica and the $12,000,000 credit to the Republic and it is | 
| provided for in the draft of contract submitted to Dr. Miguel Lépez. ) 
|. he Export-Import Bank always accepts the opinion of any attorney | 
| who the American Embassy states is a member of the local bar in good | 

: standing. — eo | oe | 
The Export-Import Bank has not yet been informed definitively : 

= whether President Lépez desires to use a new section of the Caja or 
a new corporation although Ambassador Lleras was advised that the | 

: Export-Import Bank was agreeable to either medium provided it : 
: received satisfactory proof of legality. If a new section of the Caja | 

is to be used and if the latter is to be created by Executive Decree pur- | 
=: suant to existing law the Export-Import Bank should be furnished 
: copies of the Diario Oficial containing the pertinent existing legisla- 
: tion and a preliminary legal opinion to the effect that said existing 
i Jegislation authorizes the issuance of one or more decrees providing 
: for (1) the creation of a new autonomous section having its own board 
] of directors in the Caja, (2) the contracting of a foreign obligation to | 

the extent of $10,000,000 by the Caja or by the new section in accord- : 
ance with the general terms and conditions set forth in the draft of F 

: proposed contract which was delivered by the Export-Import Bank _ 
to Dr. Miguel Lopez, and (3) the unconditional guarantee by the E 

: Republic of Colombia of the obligations to be issued by the Caja or by | F 
. the new section thereof. It was suggested to Ambassador Lleras that | 
! the issuance of any such new decree or decrees be postponed until the : 

: Export-Import Bank-has been supplied with the foregoing. j 
| _ If the medium selected by President Lopez is to be a new govern- : 

mental corporation it is assumed that a special law creating this cor- | E 
poration will be drafted to meet the situation and accordingly it will E 
be sufficient for the Export-Import Bank’s purposes that it be provided | : 
with a legal opinion only after the law has been passed and the contract. F 
sioned.” | oe ee | ; 

821.61/111 : Telegram | . : ' 

Lhe Secretary of State to the Ambassador in Colombia (Lane) 

| _ Wasuineron, September 6, 1943—10 p.m. | 
1122. Reference Department’s cable no. 1104 of September 2, 10 p.m. 

The Export-Import Bank is now informed by the Colombian Em- _ ;
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bassy that the decree law was signed August 14. to provide for the utili- 

zation of credit through the Caja de Crédito, such decree having been 

predicated upon existing legislation. Accordingly, the Export- 

Import Bank will waive the preliminary legal opinion but, after the 

contract is in final form and has been signed,” will require satisfactory 

_ legal opinion in accordance with provisions of Article 13 of the draft 

of the proposed contract. | | Es tee | 

DISCUSSIONS BY THE AMBASSADOR IN COLOMBIA WITH CHURCH 
- AND GOVERNMENT OFFICIALS CONCERNING HOSTILITY TOWARD 

_ AMERICAN PROTESTANT MISSIONS fee 

| The Ambassador in Colombia (Lane) to the Secretary of State 

| No. 2175 7 | - Bogor, May 27, 1943. 

| | 7 [Received June8.] 

Sm: With reference to my despatch no. 2170, of May 24, 1943,” with 

| regard to opposition in Colombia to Protestant missionary activity, 

I have the honor to enclose a copy of a letter © addressed to me by the 

Archbishop Primate of Bogota,” expressing the deep concern felt, not 

only by himself, but also by all the other Bishops of Colombia at the 

possible results of the intensive propaganda now being carried on nm 

this country by Protestant missionaries. The Archbishop’s letter was _ 

| _ delivered to me by the Papal Nuncio * who stated that he had himself 

been requested by the Archbishop to address a protest to the Embassy, | 

_ but had declined to do so since he realized that it was my duty as Am- , 

_.  bassador of the United States to protect all legitimate activities of 

American nationals in Colombia and that I could not be expected to_ 

interfere on behalf of Colombian interests with such activities. = 

: It will be noted that the Archbishop recognizes that I have pointed 

out to him that the activities of the missionaries are not directed nor 

encouraged by the Government of the United States, but that he feels 

nevertheless that the gravity and importance of the situation should 

- Norhe contract which was signed on December 30, 1943, provided for a credit 
of $10,000,000 for the Caja de Crédito to be used for the purchase of equipment, 

tools, materials, and services from suppliers not on the Proclaimed List and for _ 

projects approved by the Bank. Repayment was to be made. in 20 equal install- 

ments, semiannually, with interest at 4% guaranteed by the Republic. _ co 

® Not printed; the Ambassador reported the prevalence of anti-Protestant 

propaganda and indicated that Dr. Edward G. Seel, Chairman, Committee on 

Legal Affairs of the Conference of Protestant Mission Officers in Colombia, agreed 

that the missionaries should not be allowed to increase their number 

(321.1163/15). | an 
| * Not printed. : a | : | 

- &Tsmael Perdomo. oS 

*® Monsefior Serena. Be 7 | -
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-be brought to the attention of the American Government in order that | it may consider whether it might not be desirable and advisable to oe takesomeaction. a wee Saye |. It will be noted also that the Archbishop warns that he and:his — | | fellow Bishops, having considered the matter at the conference of | Bishops called together last week at E] Ocaso, near Bogoté, consider _ 3 it essential to the fulfilment of their most sacred duties “to sound a i i note of alarm in defense of the religious faith of the people, and to | | | take the necessary precautions to counteract the Protestant propa- 4 ganda.” “The fulfilment of this duty,” he adds, “may occasion, against | their intention and will, lamentable difficulties and disturbances ofin- | ternal public order much more disastrous now than in any other , circumstances.” CO ee ws pe 
_ That the possibility of such disturbances is only too actual is evi- | ;  denced not only by the riot at Fontibén reported in my despatch under | | reference, but by reports just received of a riot on May 23 at the village | of Duitama in the Province of Boyaca.* In the course of a religious 4 procession around the public square of this village, several members __ | 4 of the procession finding themselves passing by the door of the local | Protestant mission took the occasion to throw stones at the building. j They were immediately imitated by others, and a general attack on the f mission developed. Doors were broken down and furniture and | church property damaged. The head of the mission, Olger Quanrud, | an American citizen, reports that he was struck by stones but not Im E _jured. According to press reports the local police force was unable - & to quell the riot and order was restored only after the arrival of forces ' from Paipa and Tunja, the capital of the Province. In the course of ff | the riot one police agent was wounded by a gunshot and a second was i : stabbed. Various civilians received minor injuries from stones. ; | Following the arrival of the forces from Paipa and Tunja some forty-two persons were arrested. me | | _ [Here follows a report by an opposition newspaper on the disturb- ' ances in Duitama. ] - I ; __I have thought it advisable for the moment to acknowledge the | Archbishop’s letter in writing only briefly. (A copy of my reply is. *E - enclosed with this despatch.) I have taken occasion, however, to call _on the Archbishop and to point out to him that I have an obligation to | protect the interests of all United States citizens in Colombia, regard- | _ less of their religion or creed, and that when my fellow nationals are 

- *With regard to anti-Protestant sentiment in Duitama, see the Embassy des- : patch no. 2074 transmitting anti-missionary leaflet which, it ig understood, hag : E been handed. out at church by the local priests. [Footnote in the original ; E - despatch not printed. ] | mF ca 3 ® Not printed. — ee ve a :



82 FOREIGN RELATIONS, 1943, VOLUME VI 

carrying on activities in accordance with the guarantees extended by 

the Constitution of Colombia and not in violation of the laws of the 

country, my Government would expect me to support their requests 

for protection from violence with which they may have been threat- 

ened by individuals of other religious faiths. - | 

, At the same time I recalled to the Archbishop that as I had on | 

several past occasions explained to him and to the Nuncio, I have 

warned my fellow citizens who are carrying on missionary activities | 

in Colombia to comport themselves with the greatest tact and correct- 

ness and to respect the religion and traditions of the country of which 

they are privileged to enjoy the hospitality. Such a course of conduct, 

I stated, was in my opinion obligatory on them not only as good 

Christians but as citizens of a nation which desires to maintain the 

most friendly and close relations with the sister Republic of Colombia. 

The Archbishop received me cordially, but while he freely admitted 

| the existence of Constitutional guarantees and the entire legality of the 

activities of the Protestant missionaries, he nevertheless persisted in ~ 

his view that these activities were disruptive of the religious life of 

Colombia and should be restricted if possible. He seemed particularly 

to resent the Protestant missionaries’ alleged practice of hiring igno- 

rant and simple “indigenos” to carry on the work of proselytizing 

| among their fellows. | 

[The remainder of this despatch is concerned with the attitude and 

| views of several parties more or less interested in the conflict.] 

Respectfully yours, - , ArTHuR Buiss Lane 

321.1163/16 ee 

The Secretary of State to the Ambassador in Colombia (Lane) 

No. 1518 | Wasutineron, August 19, 1943. 

| Sir: Reference is made to your strictly confidential despatch no. 

9192 of May 29, 1943 and previous despatches concerning attacks 

made on Protestant missionaries in Colombia. | — 

The Department has reviewed the developments as reported in the 

despatches under reference and approves the action taken on this 

: question bythe Embassy. => | | 

Very truly yours, For the Secretary of State: 

a we a A.A. Brrie,JR. 

Not printed. In this despatch Ambassador Lane reported that he had dis- | 

cussed the situation with President Lépez and with Foreign Minister Gabriel 

- urbay. The two Colombian officials assured the Ambassador that the Govern- 

ment would see to it that the missionaries received protection, but the President 

stated that anything which might be done discreetly to prevent further numbers 

of missionaries from coming to Colombia would be advisable (321.1163/16).
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821.1163/21__ | Ey 

to The Ambassador in Colombia (Lane) to the Secretary of State 

No. 2730 | BocorA, September 13, 1943. | 
| | — [Received September 24.] 

i Str: With reference to the Department’s confidential instruction. 
2 no. 1518 of August 19, 1943, I have the honor to report that according ; ] to information received by the American Consul in Cali,’* the Catholic | | | priest of Silvia, Department of Cauca, recently delivered a rabidly. | | 
j anti-American speech which, beginning with a vigorous denunciation , ( of American. missionaries, developed into a general attack on the — | | United Statesanditspolicies. et Ae | 

The Vice Consul at Bucaramanga,"* Department of NortedeSan- : 
: tander, reports that the Bucaramanga newspaper, £7 Frente, has pub- 
| shed a series of articles during the past month attacking Protestant 

missionaries and alleging that these missionaries are being sent to | South America in order to facilitate the absorption of the Latin- 
| American countries by the United States. The Vice Consul reports | ; that on August 14 a demonstration against Protestant missions was | organized in Pamplona by a Father Mendoza, assistant to the Bishop. | 
| The Vice Consul also reports that on September 3 there took place 
: at Bucaramanga a noisy demonstration against the activities of the ‘| Protestant missionaries on the part of local schoolboys who marched | 
| up and down the center of the town shouting “Vivas” and “Abajos,” | 

and stoned several Protestant meeting places and the Masonic Temple. 
| The two Conservative newspapers of Bucaramanga, £7 Deber and El 
, Frente, are reported to have described the demonstration on the fol- _ 
: lowing day asa righteous manifestation on the part of the city’s youth, ; | carried out in perfect order. According to the newspapers the march- 

: ers were inspiringly addressed by Fathers Sorzano and J dimes. A | similar description of the demonstration published in the Bogoté 
newspaper, £1 Siglo, on September 8th is enclosed.’5 es 
It appears that the immediate cause of the demonstration was an ; _ alleged reference by Mr. Baxter, an American missionary, to the. ; 

Pope as the Beast of the Apocalypse. The City Council of Bucara-. | : 
manga passed a resolution praising the Pope and protesting against F the calumnies and disrespectful statements made against him by a & 
“certain foreign lecturer.” Following the demonstration, the ladies _ | of Bucaramanga, headed by the wife of the Governor of the Province, | 
addressed telegrams to the Papal-Nuncio and the President of the | 
®HowardA.Bowman, = oe Rp | _ ™ J. Brock Havron. re co wl F ® Not reprinted. . : ee ee BE | 
"° William E. Baxter, Seventh Day Adventist representative in Bogota. |
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Republic protesting against the propaganda of “aggressive Protestant: 

| sects which are imperilling American cordiality”, == - 

Mr. Baxter denies having said anything against the Pope. In re- 

sponse to an inquiry from the Vice Consul as to whether the matter’ 

should be taken up with the Colombian authorities, the Embassy ad- 

| vised the Vice Consul not to intervene with the Colombian authorities. _ 

at this stage, but suggested that if in the meantime he came into con- 

tact with Baxter he should urge upon him the necessity for the greatest. 

tact and discretion in dealing with the Colombians. The Vice Consul. 

reports that according to information received from American mis- 

| sionaries there are now twenty Protestant missionaries in the Depart- 

a ment of Norte de Santander. Of these sixteen are American, two — 

| Ganadian,andtwoNorwegian, = = OS 

Respectfully yours, - Arroour Buss Lane: 

-$21.1168/24 | - on | was 

‘The Ambassador in Colombia (Lane) to the Secretary of State. 

| No.2799 Bogor, September 29, 1943. 

ee ee = [Received October 8.]. 

| - Sir: With reference to:the Embassy’s despatch no. 2780.0f Septem- 

| ber 13, 1943, I have the honor to report that in the course of a conver- 

sation on September 27 with President Lépez, he told me he had 

received a great number of telegrams in recent days protesting against. 

Protestant missionary activities in Colombia, so many, in fact, that. 
he had not yet been able to look through all of them. I told the Presi- 

dent that I had recently discussed the growing wave of anti-Protestant 

demonstrations with Monsignor Brigard, Secretary General and 

Vicario Apostolico of the Bogoté diocese, and that he had admitted 

that agitation against missionaries had grown more serious of late but . 

was inclined to disclaim responsibility on the part-of the Catholic 

hierarchy and to claim that the agitation came primarily from politi- 

cal sources. I told the President that I felt that the Catholic clergy 

| in Colombia should show more patience and understanding with re- 

gard to the activities of Protestant missionaries, and should take into 

consideration that although the United States had always been pree 

: dominantly Protestant, Catholic activities were in no way interfered 

with there, and the number of Catholics had steadily increased until _ 

it was estimated that nearly one-third of the population was now 

Catholic. The President assented but made-no suggestions as to any 

practical measures which might be taken to improve the situation in 

Colombia: He indicated, however, that his Government was deter-
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mined to afford the missionaries all necessary protection as long as 
they kept within thelimitsofColombianlaw. = | ee 

: IT enclose for the information of the Department, a copy of a circular 7 
- entitled “La Libertad de Cultos”,”’ which is being circulated by the | 
2 Catholics in Bucaramanga. oan | 

a Respectfully yours, | - Artuur Buss Lanz _ 

: The Ambassador in Colombia (Lane) to the Secretary of State - | 
| OE BO Bocors, November 9,1943—noon. ssid | 2 ET i Poe ne a TE | [Received 6:01 p.m] | | 

_ 2012. Some days ago the Minister of Gobierno ‘S expressed desire : 
|. to discuss with me unfavorable situation affecting Protestant mission- oe f 

aries in Colombia and especially in Bucaramanga. As the Department 
2 is aware there have been recent incidents in Bucaramanga and Mani- 4 zales in which Catholic populace has apparently been incited by clergy | | to take physical action against missionaries. RUE SE SS rene | : Today I orally informed Lleras Camargo that I am concerned re- 

4 garding situation but that I fear there is nothing further I could do | ; with Archbishop Perdomo as I-had been informed that due to differ- | 
ences within the hierarchy itself he would probably not be able to | | take action on any request from me. I said however that I intended | i to visit Bucaramanga next week, this being the only Consulate in | i Colombia which Thad not yet visited and that I would take advantage | of my trip to counsel calm, tact and tolerance to the Protestant mis-— | sionaries. I told Lleras that before making the trip I wished to | ascertain from him whether my visit might not provoke further — | difficulties, £88 ue “ese |  Lleras said that he would consult the Archbishop telling him of | | _ my offer to attempt to calm the situation in Bucaramanga and said 4 that he would advise the Archbishop that there would be a corres- 
ponding obligation on the part of the ecclesiastical authorities to give instructions to the local priests to refrain from inciting their parishes : against the American missionaries.  —_ | Be 

Lleras observed that the greater part of the trouble is due to desire _ of local politicians to embarrass the Government with the United © ot States Government and that in the past there had been no difficulties — . as a result of American missionary activities in Colombia. Ss ; 
uy A 7. oe Lane | "Notteprintea, = co : “ Alberto Lleras Camargo. a _ : :
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810.1163/79 : Telegram o es PER 

The Ambassador in Colombia (Lane) to the Secretary of State — 

Co _ Bogord, November 13, 1943—11 a. m. 

| | _ [Received 2:27 p. m.] 

| 9039. Minister of Gobierno telephoned me this morning that he had . 

consulted Archbishop Perdomo who had agreed to instruct the cor- 

responding bishop regarding necessity of putting a stop to attacks 

on American missionaries. Lleras’ intercession being kept strictly 

| confidential so as to avoid any possible political repercussions. It is 

| planned therefore that I shall proceed to Bucaramanga the end of 

next week ostensibly to visit the Consulate and meet the American _ 

| colony in Bucaramanga but I shall take advantage of my stay to 

impress upon American missionaries the necessity of their not antag- 

onizing the local population. The foregoing is in connection with 

my 20127 and is strictly confidential = oo 
| fe Lanz 

310.1163/83 : Airgram - | ee Oo | 

The Ambassador in Colombia (Lane) to the Secretary of State — 

ee - Bocord, November 18, 1943—2 p. m. 

oO | _ [Received November 27—1 p. m.] 

A-944. Reference my telegram no. 2039, November 13, Il a. m. 

As a matter of courtesy, I called on the Apostolic Nuncio today to 

apprise him of the reasons for my visit to Bucaramanga. 

Monsignor Serena said that he was very glad to know that I was 

making the trip, especially as he is under great pressure from what 

he termed the rabid element in the Department of Santander. He 

said that this element is insisting that he should make representations 

to the Colombian Government against the activities of Protestant. 

| missionaries in that Department on the ground that such Protestant 

| activities violate Article I of the Concordat promulgated by Pope Leo 

- XIII on December 31,1887. The Nuncio referred me to this Article’ 

which provides that the Roman Catholic religion is the religion of 

Colombia and that the Colombian Government is obligated to protect: 

and defend it. Monsignor Serena added that: this Article was not 

amended by the supplementary Concordat of 1942 and that it is part 

of the enacted legislation of Colombia as Law 35 of 1888. BO 

The Nuncio said that he would not make representations to the 

| Colombian Government in this regard. He expressed agreement with. 

| my point of view that as long as the American missionaries do not 

violate the laws of the country the Colombian Government is obligated 

% Supra. 
oo
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2 to protect them from physical violence. He expressed doubt as to the 
; eflicacy of any instructions sent by the Archbishop to the clergy in 

Santander as he realizes from his own experience in the case of the 
Concordat that the clergy in that Department have no respect for 

: authority. | ae | 
po | a Pas: | Lane. 

| -810,1168/91 | . oon — 
Lhe Ambassador in Colombia (Lane) to the Secretary of State 

| No. 3090 | | Boeora, December 13, 1948. _ 
| | Co a - [Received December 22.] 

_ Sir: I have the honor to report that in accordance with the intention 
| outlined in my telegram no. 2039, November 13, 11 a. m. and my air- 

gram no. 944, November 18, 2 p. m., I visited Bucaramanga, the capital 
|. of the Department of Santander, on November 19 and 20. I have 
| __ requested the Vice Consul in charge, Mr. J. Brock Havron, to report 

on the activities which took place during my stay in Bucaramanga and ~ 
hence I shall confine myself to a discussion of the religious situation 

7 which, I may add, I found to be even more serious than I had originally : 
suspected. _ no whe PT a a BET I 

: __.I found the Governor of the Department, Dr. Arturo Santos, a dis- - 
tant relation of ex-President Eduardo Santos, to be an understanding, if 
tolerant and intelligent official. As will be described below, he at-_ f 

i tributes the attacks on the Protestant missionaries to be chiefly due | 1 
| to the desire on the part of Conservative politicians to stir up trouble F 
: between the Governments of Colombia and the United States. As will ; 
| be noted from my conversations with the Governor, there is likewise : 

a bitter personal feeling between him and the Bishop of Pamplona, the E 
ecclesiastical official in authority in the diocese in which Bucaramanga | 
lies. This hostility dates back to the Governor’s youth when he was __ I 
a student in the school of which the Bishop was then the principal. I 
Both President Lépez and President Kchandia ®° informed. me on : 
November 22 that they consider the local political situation to be the 
principal cause for the frictionexisting, == ow) Disan | 

With a view to creating better feeling on the part of the Roman | 
_ Catholic hierarchy in Bucaramanga, I called on the vicar of the parish oF 
in Bucaramanga immediately following my call on the Governor. I ; 
informed the press of my calls on the Governor and the vicar, stating : 
that I called on the Governor as the head of the local government of ‘| 
Bucaramanga and that I called on the vicar as the representative ofthe __ : 
religion of Colombia. I found the vicar to be a reasonable, well- _ 

Dario Echandia was Acting President while President Lépez was in the | } | United States from November 19, 1943, to May 16, 1944. | ; 
461-035—64——7 | OF | i
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intentioned priest who showed no bitterness towards the missionaries. 
, I describe hereunder his remarks which indicate that his attitude 

- should not be considered as being responsible for the existing friction. — 
. As will be noted from my conversation with the Governor, those 

chiefly responsible for existing trouble are the Bishop of Pamplona, 

Padre Mejia Moncayo, S. J., the principal of the school of San Pedro 

- Claver, and the Franciscan ‘priests who, according to the Governor, 

are controlled by the Spanish Falange. ae 
IT held an extended conversation with the missionaries themselves 

on November 20 pointing out that as American citizens they have an — 

obligation to their Government to create no difficulties in our relations 

with Colombia. I made it clear as I did to the Governor and to the 

vicar of Bucaramanga that I have two principal duties in Colombia: 
(1) the maintenance and development of friendly relations with the 

Government and people of Colombia, and (2) the protection of Ameri- 

can citizens and interests in Colombia, regardless of creed. I pointed 

out that when these two duties conflict I am confronted with a very — 

delicate situation, and for this reason it is my hope that neither the 

Colombian ecclesiastical authorities nor the American citizens in- 

a volved should create for the Embassy a situation which might seriously 

affect the friendly relations which now exist between the United States 

| and Colombia. Unfortunately, some missionaries, unauthorized by 

their superiors or by the missionary group as a whole, have committed 

| acts which in my opinion have been in inexcusably bad taste and have 

naturally resulted in bitter irritation on the part of the Roman Cath- 

olic Church authorities. For instance, a pamphlet has been circulated 

entitled “Supuesta Visita de San Pablo a Bogota” which is a sarcastic 
attack on Catholicism. This pamphlet, a copy of which is enclosed, 

| was sent by the Bishop of Pamplona to the Governor of Santander and 

was handed to me by the Governor for my information. The attack 

on the morals of the Roman Catholic clergy on pages 10 and 11 is 

especially to be deplored. I informed the missionaries that such an _ 

| attack would undoubtedly not be permitted in the United Statesonthe 
ground of the indecent nature of the charges, and in my opinion there 
could be no justification for the publication. The missionaries re- 

| quested me to inform whomever might be interested that they deplore 

this publication, and in fact Dr. Allen,*' the head of the Presbyterian | 

Mission Board in Bucaramanga, said that he would ask Dr. Seel in 

| - Bogoté to take steps to destroy all outstanding copies of the pamphlet. 

| _ I made an investigation regarding the report that Mr. William E. 

| Baxter of the Seventh Day Adventists had rifles in his possession. 

_ Mr. Baxter said that the report in question was untrue but that there 

| © RLM. Allen. eee ee
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was justification for the report in that one of the Colombian members | 
| of his mission, after having been attacked by a Catholic group, had 
|. been given two 22-caliber rifles by a Colombian citizen for his pro- 

tection. Mr. Baxter admitted that he, Baxter, had purchased am- | 
munition for these rifles but that the rifles themselves had never been 

| in Mr. Baxter’s home. He said that as soon as the trouble had died 7 
: down the rifles had been removed from the home of his Colombian __ 

collaborator and that they would not be returned to his house. I~ | 
| pointed out'to him the very serious trouble which might arise should _ | 

it ever be charged that the missionaries were armed and I said to the _ | 
| _ group as a whole that the activities of all of them might be terminated = 

_ if any indiscretion, such as the carrying of arms, should become pub- | 

] ~The vicar of the parish of Bucaramanga, the Reverend Jestis J aimes, | 
said to me that he fully appreciated my position as being obligated to _ | 

3 protect all American interests and citizens in Colombia regardless of | 
: creed. He likewise admitted that the American Protestant mission- 

aries are guaranteed under the Colombian Constitution freedom of 
; worship, according to their conscience, and liberty to practise their pro- : 
| __ fession, provided that they do so within the law of Colombia. I de- | 

plored to the vicar the attacks which unauthorized persons had made L 
against the Roman Catholic Church in Colombia and I expressed the I 
opinion that there are bound to be undisciplined Protestant mission- OF | aries who, because of overzealousness, act outside of the instructions : 

: issued by their principals in the United States, just as there are un- 
| authorized acts committed by members of the Roman Catholic | 
| hierarchy in Colombia, which undoubtedly would not be approved by | 
: their superiors in Bogot4. I said that I especially had in mind action F | on the part of Catholic priests in Colombia in inciting their parish- oF loners to take physical action against American citizens, I emphasized | 

that as American Ambassador I could not tolerate my co-nationals F _ being subjected to injury because of lawless attacks on their persons — 
: and that if such attacks persisted I should naturally be compelled to 

_ Tequest adequate protection from the Colombian Government, Father | | 
Jaimes indicated that he fully appreciated my position and said that = ~——&FKx | he too deplored physical attacks against human beings no matter what : 

_ their nationality or religion, and added that such action isun-Christian F 
and assuch could not be condoned by the Church. a ee 

_ [Here follows a summary of conversations with Governor Santos _ 
regarding certain individuals said to have been responsible for the | 
intensity of feeling in Bucaramanga against American Protestant 
missionaries.] = see Re 

_ Respectfully yours, | Les ArTHor Briss Lanr ft
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810.1163/89: Telegram — gb nade. OS et AY we, : 

The Ambassador in Colombia (Lane) to the Secretary of State. 

| Bogor, December 15, 1943—6 p. m. 

ae Bae Oe [Received 10: 20 p. m.] 

- 9305. My airgrams 1011 and 1020, December 13 and strictly 

- gonfidential despatch 3090 of the same date regarding missionary 

situationinColombia. = a oe 

 Ex-President Santos informs me that in his opinion chief reason 

| for hostility on the part of Roman Catholic ecclesiastical authorities 

towards American Protestant missionaries in Colombia is economic. 

He said that except in certain districts, such as some sectors of Bogota 

| and Medellin, the Church in Colombia is surprisingly poor and that 

many of the priests have hardly sufficient funds with which to live. 

, He said that a parish priest in the outlying districts of Colombia 

generally is paid for funeral, marriage and baptismal services in small 

quantities of foodstuffs barely sufficient to sustain him. Actions of 

American missionaries having come to Colombia with private bank 

: accounts and liberal allowances for living expenses has created bitter 

| animosity on the part of theCatholicclergy. | 

- Speaking of the lack of tact of certain of the American missionaries 

Santos [said] “fanatics never have tact whether they be Catholics, 

Protestants, or Mussulmen”. te 

Neither printed. Co 
EE ee
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COSTA RICA - | | 
| SUPPLEMENTARY AGREEMENT BETWEEN THE UNITED STATES AND : COSTA RICA REGARDING COOPERATIVE RUBBER INVESTIGATIONS | | | IN COSTA RICA, AND AGREEMENT CONTINUING IN FORCE THE | ORIGINAL AGREEMENT AS AMENDED) 
| [For text of original agreement for cooperative rubber investiga- | : tions in Costa Rica effected by exchange of notes signed at San Jose | April 19 and June 16, 1941, see Department of State Executive Agree- : ment Series No. 222, or 55 Stat. (pt. 2) 1368. For text of supple- | | mentary agreement effected by exchange of notes signed at San José | ; April 3, 1943, see Executive Agreement Series No. 318, or 57 Stat. | | (pt. 2) 944. For agreement continuing in force the original agree- | ment as amended by the supplementary agreement, effected by ex- | change of notes signed at San José June 21 and J uly 1, 1943, see : | Executive Agreement Series N 0. 335, or 57 Stat. (pt.2) 1048.] | 

: DISCUSSION CONCERNING GASOLINE IMPORTS OUTSIDE THE | | PETROLEUM POOL QUOTA. | 
| 818.6863/250: Telegram | | | ee 
: Lhe Minister in Costa Rica (Scotten) to the Secretary of State 

7 eo San Jost, March 10, 1943—5 p.m. oie Pero as ES hee [Received 9:45 p. m.] | 
208. Refer Legation’s strictly confidential despatch 1431. [7447], | February 25, reporting negotiations by Sefior Madrigal, President’ of | the Banco de Brazil Nacional,? for the importation of 50,000 gallons _ ofgasolinefromMexico? OO __ [have today been asked by Mr. J orge Escalante, head of the Costa _ Rican Gasoline Rationing Board, if such importation should be made | ; whether there will be a corresponding reduction in the regular quota allotted for delivery to Costa Rica by the Latin American Supply ’ _ Committee. It is understood that the importation in question would | be made in bulk and would be merely the first of regular shipments, _ 

‘Not printed. CO Oe s * Actually Ramoén Madrigal Antillon was president of the Banco Nacional de E Costa Rica. 
Se mene oe E * For correspondence concerning petroleum exports from Mexico, see letter of & August 31 from the Ambassadox in Mexico, and instruction No. 4606, October 23, oO - to the Ambassador in Mexico, pp. 468 and 465, respectively. | Ea F ‘The Petroleum Supply Committee for Latin America, with headquarters in : New York. | | | o1 | i
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Since Sefior Madrigal is now in Mexico arranging this deal, it is 

urgent that I be informed immediately whether all petroleum impor- — 

| tations outside the pool will be deducted from pool deliveries. 

| | | oo a | es Scorren 

818.6863/250: Telegram a 

| The Acting Secretary of State to the M inister in Costa Rica (Stotten) 

— Wasutneron, March 13, 1948—7 p. m. 

| | 906. Your telegram 208, March 10. You should make perfectly 

clear to appropriate government officials that the pooling arrangement — 

under which the American republics are receiving imported oil sup- 

plies is fundamentally and essentially a joint agreement under which 

all oil supplies and supplying facilities are added together and divided 

on a basis of equality among the participants. According to this 

definition there can be no such thing as “oil imports outside the pool.” 

Department is strongly in favor of full development of all possibilities 

oe of increasing oil supplies from all available sources including Mexico _ 

but principle stated above will be followed in all cases. a 

818.6863/258:Airgram Ce EE ae, 

The Chargé in Costa Rica (Reed) to the Secretary of State 

| wg San Jost, May 8,1943—10a.m. 
Received May 14—2 p. m.] 

A-625. Refer Legation’s telegram No. 208, March 10, 1943, 5 p.m., 

Department’s telegram No. 206, March 13, 7 p. m., and Legation’s 

despatches 1570, March 26; 1641, April 7; and 17838, April 28° 

| The Costa Rican Government has telegraphed Ambassador Esca-— 

-— Jante® at Washington to make every effort to obtain a modification of 

the Department’s ruling that independent imports of gasoline from ~ 

Mexico will be: deducted from the quota delivered by the pool. This 

| action follows violent attacks by Madrigal in the press on the Gasoline 

| Rationing Board in which Madrigal claimed that his deal with Mexico — 

| has the full support of the Government and that it is absurd to think 

that a friendly country like the United States would prevent Costa 

— Rica from exercising its right to relieve the quota gasoline shortage 

by obtaining additional supplies which in no way affect pool 

operations. CEES TAS ee — | | 

5 Despatches not printed. = a Oe Sa : oe oS " - 

- ®Carlos M. Escalante; he had been Minister of Finance prior to his appoint- | 

| ment as Ambassador April 28, 1943... ee So ,
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The Gasoline Rationing Board informs the Legation: that it has 
been assured by President Calderén Guardia that arrangements will | be made to have the gasoline already imported by Madrigal considered , | outside of the Costa Rican quota. a | | | The Legation informed the responsible Costa Rican authorities of _ the Department’s ruling that there can be no petroleum imports out- 

1 side of the pool and considers it important that the Department main- —_ | ; tainitsposition = | os en ges | - ee re — Reep oe 

| 818.6863/257: Aireram POR ee | TORE DS Sat | | “The Secretary of State to the Chargé in Costa Rica (Reed) | 
{ oe  Wasiineton, May 11, 1943—6:30 p.m. _ ! : _ A461. Our telegram no. 206, March 13, and your despatch no. | 4 1733 of April28,19487 a ee a | The Costa Rican Ambassador here inquired yesterday concerning j the bearing of Costa Rican imports of Mexican gasoline on the __ : / petroleum supply pool. The statement given the Ambassador was _ | essentially the same as that which you were instructed, in the tele- ao 

] gram under reference, to give to the Costa Rican authorities. We _ | 1 endeavored to make it perfectly clear to the Ambassador that, while I 1 we favored the development of all sources of supplies, if Costa Rica a i imports gasoline from Mexico tanker borne supplies furnished by the ne | pool will be reduced in an. equivalent amount. We explained to the : Ambassador that the pool principles, including this one, are applied | uniformly in the case of all participating countries. The Ambassador = j indicated his understanding and stated that he would inform his : Government accordingly. — a 7 | eo ; ; Regarding the contents of your despatch under reference, which | _-were not discussed specifically with Ambassador Escalante, the assign- F ment, as requested by the President of Costa Rica, of the gasoline ; _ already imported from Mexico to the Costa Rican Government asan ; extra allowance, would not solve the question in accordance with the ; above-mentioned principle unless it is understood that an equivalent _ | : amount will not be delivered by pool tankers and the Costa Rican pool — | — committee advises the Supply Committee for Latin America tomake —— ff _ the appropriate adjustment in deliveries. Please clarify this with | the appropriate Costa Rican officials and the pool committee and 
reporttothe Department. = 3 3=——> ae : ce igh eae Hons 4 

"Latter not printed. | | —_ Se as | a '
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| 818.6363/258 : Airgram 7 oe Cee 

The Secretary of State to the Chargé in Costa Rica (Reed) 

Wasuineron, May 18, 1943—6: 30 p. m. 

| A-474, Legation’s A-625, May 8 and Department’s A-461, May 

11. With reference to Madrigal’s statement that the United States 

would not prevent Costa Rica “from exercising its right to relieve the 

quota gasoline shortage by obtaining additional supplies which in no 

way affect pool operations”, you should make it perfectly clear to the 

| Costa Rican authorities that the pooling arrangement is not for the 

purpose of restricting supplies but is designed to make equitable dis- 

tribution on the basis of restricted tanker facilities. Consequently, on 

the one hand the development by a country of additional sources of 

supply is favored. On the other hand, equitable distribution must be 

maintained and there must be no discrimination as between partici- 

- pating countries in the application of pool principles. This fact,in 

conjunction with the restricted tanker situation, makes it imperative 

that tanker borne supplies to Costa Rica be reduced in an amount 

equivalent to any imports from Mexico and the badly needed tanker 

space saved thereby utilized elsewhere. This same course would be | 

- followed in the case of any other country in like circumstances. — | 

_ The Department will maintain its position in this matter® 

FORMULATION OF A MEMORANDUM OF UNDERSTANDING PROVID- 

ING FOR THE ESTABLISHMENT OF A CINCHONA PLANTATION IN 

COSTA RICA Stee ah ee ane RT ee | 

| 810.6178/29 7 — ane - 

, ‘The Secretary of State to the Minister in Costa Rica (Scotten) 

No. 627 _-- -Wasuneron, January 28, 1943. : 

Srr: The Board of Economic Warfare*° is anxious to establish 

through Defense Supplies Corporation * in some Latin American 

| country a plantation for the cultivation and development of cinchona 

trees from which quinine and other anti-malarial products may be 

derived. Prior to the present war, over 95 percent of the world’s 

quinine came from the Netherlands East Indies where cinchona 

trees were scientifically cultivated.. Trees known as “Cinchona ledger- 

sana” were developed there which produced a very high quinine con- 

| * Despatch No. 347, August 4, from Costa Rica reported information to the 

effect that the Costa Rican authorities had taken action to stop petroleum imr — 

portation from Mexico and that the matter would appear to be definitely 

closed (818.6363/274). | 

| 2 An emergency war agency of the United States Government. | 

, 1A United States Government agency within the Department of Commerce.
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tent. The more common “Cinchona succirubra” of South America | 
produces bark with a much lower quinine content. At present the 

; sole source of quinine for the United States is the bark of wild 
: einchona trees of a few Latin American countries, and it is essential _ 

i to the war effort that new sources of quinine be developed. ae 
Colonel Fischer ” of the United States Army, who has had more 

than. twenty years experience with cinchona plantations in the Philip- | 

3 pines and the East Indies, escaped from Bataan with over 2,000,000 | 
| cinchona seeds of the ledgeriana variety. These seeds are now being , 

i cared for by the United States Department of Agriculture. | 
_ Defense Supplies Corporation plans to establish in Latin Americaa | 
plantation upon which the seeds brought by Colonel Fischer from = | 

: the Philippines may be grown and various experiments conducted | 
| with reference to cinchona. It is planned that Colonel Fischer will 
q be placed in charge of the plantation and will have a number of 

| technical experts to assisthim. = | | me 
Defense Supplies Corporation would like to establish and operate 

| _ such a plantation in Costa Rica. In order to assure room for expan- 
1 sion and development of the project it will require 10,000 acres of | 

land, preferably cleared or semi-cleared. — | Lee | 
| __ The enclosed Memorandum of Understanding should be submitted I 

to the Costa Rican Government as soon as possible. You will note 
_ that the Costa Rican Government is asked to make the necessary lands 

available to Defense Supplies Corporation by lease, concession or 
i otherwise for a period of twenty-five years. Naturally we would much __ 

prefer that the Republic of Costa Rica would, as its contribution to _ 
this project, grant a concession of government lands without charge 

! _ to Defense Supplies Corporation. If this is not possible, Defense | 
| Supplies Corporation would be willing to lease or purchase the neces- } 

sary lands. The program contemplates the surrender of the planta- | 
tion and the buildings thereon within twenty-five years to the Republic 
of Costa Rica, and a concession to Government-owned lands would 
therefore seem most appropriate. Oe 

The interest of Supplies Corporation is primarily to assure the I 
United Nations a reserve supply of quinine in the event the present _ F 
war is a prolonged one. Consequently the measure should be pre- - 
sented to the Costa Rican Government as a mutual war project. if 
Of secondary importance is the fact that the proposed plantation will : 
probably become the nucleus of a permanent cinchona bark industry in j 
the Western Hemisphere. In this connection it should be observed 
that Defense Supplies Corporation will make available to the Republic : 
of Costa Rica technical and scientific information acquired by it in the | 

_ operationofthe plantation. Pee hs Se 4 

| * Col. Arthur F. Fischer. OS E
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The project will be conducted so as to comply in all respects with the 

applicable laws of Costa Rica. Costa Rica is asked only to make 

necessary lands available, not to impose taxes, fees, charges, etc., which = 

would hinder the full development of the plantation, and not to restrict 

the exportation of seeds, stems, roots, or bark of cinchona trees to 

| friendly nations for a twenty-five year period. _ If any question is 

raised concerning this latter provision, you may state that its intention 

is only to assure access to a source of cinchona ledgeriana seed by the 

United States and other nations, particularly those of the Western =~ 

Hemisphere. © - | Se - 

It is necessary for the preservation of the seeds that they be trans- 

planted as quickly as possible. If the enclosed Memorandum is ap- 

| proved in the near future, the Board of Economic Warfare will 

| immediately send representatives to Costa Rica to search for suitable 

lands and it is expected that the project could be put under way within 

a few months. Inasmuch as the Board of Economic Warfare and | 

Defense Supplies Corporation would like to proceed with the project. ; 

as rapidly as possible, you should ascertain and advise us whether any 

objection might be had to sending a survey party to Costa Rica prior : 

| to execution of the agreement. Be ae! oe 

| Mr. R. V. Dewey, special representative of the Board of Economic 

Warfare and Defense Supplies Corporation, is informed of the pro- 

| posal and should be able to give you valuable assistance in the presen- 

tation of this Memorandum and should be asked to participate with 

you in discussions concerning it. Ee 

Very truly yours, | _ For the Secretary of State: — 

eee ; — Dran ACHESON 

| - ne ee [Enclosure] 
| _ Memoranpum or UNDERSTANDING oe 

_ Between the Republic of Costa Rica and Defense Supplies | 

- Corporation, an Agency of the United States, concerning = 

the Establishment of a Plantation for the Planting, Cultiva- 

| tion and Harvesting of Cinchona Trees in Costa Rica oo 

The parties intend this agreement to be a concrete implementa- 

os tion of the Resolutions of the Final Act of the Third Meeting of : 

| Ministers of Foreign Affairs of the American Republics and a means 

of furthering the effectiveness of Resolution II of the Riode Janeiro 

Conference. The parties hereto have designed this agreement in 

8 Wor text of the Final Act of the Conference held J anuary 15-28, 1942, see 

“Department of State Bulletin, February 7, 1942, p. 117. Resolution II (ibid, 

p. 119) concerned the economic mobilization of the American Republics to supply 

strategic and basic materials necessary to the defense of the Hemisphere.
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furtherance of their mutual war effort and in recognition of the | 
: desirability of establishing a permanent and independent. cinchona 
| bark industry in Costa Rica. oe Se 
] 1. The Republic of Costa Rica will make available to Defense Sup- — 

plies Corporation by lease, concession, or otherwise, fora period 
of twenty-five years, approximately 10,000 acres of land suitable 

: for the planting of cinchona trees. The Government of Costa Rica be 
| will exert its best efforts to cooperate with representatives of Defense | 

: Supplies Corporation in selecting such land and, to the extent pos- 7 
sible, will make available such lands as may be recommended to __ 

i it by representatives of Defense Supplies Corporation. In considera- _ 
| tion of the Republic of Costa Rica making such lands available, | 
1 Defense Supplies Corporation will, within twenty-five years from | 

the date of this agreement, surrender such lands, including all 
; buildings erected thereon and cinchona trees growing thereon, to 
j the Republic of Costa Rica. Defense Supplies Corporation, however, 

shall have the privilege to surrender such lands, including the build- 
: ings and cinchona trees thereon, at any time within such twenty-five 

: yearperiod, a | ot : _ 2. Defense Supplies Corporation is hereby granted the right to 
3 establish a cinchona plantation upon such lands, and the exclusive F 

: right to operate, control and manage such plantation and the harvest- - f 
ing of cinchona trees thereon. Defense Supplies Corporation shall | 

1 have the right to clear the lands, to erect buildings, laboratories, 
and other facilities thereon and to do all things upon such lands 
necessary or desirable for the proper operation of a cinchona plan- 

po tation, the harvesting of cinchona bark and the extraction of quinine | 
3 and other anti-malarial products from such bark. Defense Supplies | 
| Corporation shall be free to dispose of its personal property, ma-_ : 
7 chinery and equipment used in connection with the plantation and 

the products produced on the plantation. The project shall be con- | 
ducted in all respects in accordance with the applicable laws of oF 

_ the Republic of Costa Rica. eee EES 0B | 
3. Defense Supplies Corporation agrees to make available to the OF 

Republic of Costa Rica technical and scientific information acquired _ 
by it in connection with the operation of the plantation. _ - 

_ 4, Defense Supplies Corporation will pay to its workers at least F 
the wages paid for similar agricultural work in Costa Rica; will 
provide reasonably adequate safeguards against accidents; will fur- ' 

| nish its employees with adequate and suitable shelter, water, sanita- 
tion, medical treatment and protection against diseases upon a fair _ 
and equitable basis; and, if necessary, will assure such laborers and | | 
employees an adequate food supply at a reasonable cost. | eS |
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5. The Republic of Costa Rica agrees that, during the twenty-five 

7 years following execution of this agreement, it will not restrict in any 

- form the exportation to friendly nations of seeds, stems, roots or bark _ 
: of cinchona trees or anti-malarial products produced from cinchona | 

trees grown on the plantation hereincontemplated. = 8 = = > 

6. The Republic of Costa Rica looks with favor upon the develop- 
ment of an established cinchona bark plantation industry in Costa 
Rica and to this end agrees that during the term of this agreement, 

it. will not impose new, or increase existing, taxes, fees, imposts, 

a excises or other charges upon cinchona bark, trees or products thereof 
or impose restrictions which might hinder the effective development 

of suchacinchonabarkindustry.  =°= «| — oe 

7. The parties hereto agree to cooperate and exert. their best efforts 
to establish a successful cinchona plantation industry in Costa Rica 
and to this end will consult with one another from time to time for 
purposes of adopting necessary or desirable measures designed to 

accomplish this objective. — eee a | 

| . ae Derensrt SuppLies CorporATION 

, a re | Repusiic or Costa Rica , 

January 14, 1943. | ee oe 

811.20 Defense(M)/11927: Telegrams a ; Lee ey Oo 7 

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

. Saw Ssh, February 8, 1948—noon. 
eee _..... [Received 3:40 p. m.] 

99. Referring to my telegram No. 94, February 5, 11 a, m.*. I 

| am in receipt of a letter ** from the Minister of Agriculture * stating 

that the President 2’ is in principle in complete accord with the Mem- 

orandum of Understanding. The Minister adds that his Ministry 

will take great pleasure in cooperating in every way with the survey 

party which he trusts will come as soon as possible. — a 

The Minister and I went over the Memorandum of Understanding 

this morning and he suggested certain minor changes which I will © 

| submit by airgram for the Department’s consideration. = 

' “Not printed.  . Oe - 
- %*Not found in Department files. - ya rae , 

% Mariano R. Montealegre..  . CS Ce | | 

7 Rafael Angel Calderén Guardia. : oO | |
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| 
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, 811.20 Defense(M)/12009: Airgram Pv ict og tap cee’ 

- The Minister in Costa Rica. (Scotten) to the. Secretary of State © 

: PB coe San Jost, February 9, 1943—10: 1la,m. | | So Go eh ese | [ Received February 11—5 p. m.] | : _A-411. Referring to my telegram No. 99, February 8, 12 noon, 
: the Minister ?* points out that in article 2 the statement “shall be free 

to dispose of its personal property, machinery and equipment” if 2 interpreted literally might mean that at the end of 25 years the — 
Costa Rican Government would not receive the plantation in running : order. He hopes that a change can be made to ensure that Costa ! Rica will receive the machinery and equipment at the end of 25 years. | i He requests a definition of “personal property”, _ Ras 2 Be | __ At the end of article.5 the Minister would appreciate the addition | | of something along the following lines: “Costa Rica reserves the — ) right, however, to withhold from exportation sufficient quantities of | anti-malarial products to supply its normal domestic consumption”, | 

814-20 Defense(M)/12009: Telegram 
| The Acting Secretary of State to the Minister in Costa Rica (Scotten) 

to OG Boob Bag OS Wasuineron, February 26, 1943—9 p. m. | 153. Further reference your A-411, February 9 and cablegram | 128, February. 18, 4 p.m. You and Mr. Dewey are authorized to | _ make the following amendments in the Memorandum of Understand- | | ing concerning the cinchona plantation to be established. in. Costa | 
. Insert at the end of the penultimate sentence in paragraph 2 ‘the F following: “provided, however, that Defense Supplies Corporation — shall leave upon the plantation at the time of its surrender pursuant ] to paragraph 1 hereof, so much of the equipment, machinery and | F tools then on such plantation as shall be necessary for the reasonable | ; : and proper operation of such plantation.” Woe Besyse So | Inasmuch as Defense Supplies Corporation is at liberty to sur- - , render the lands granted it at any time within 25 years, it cannot | guarantee to place the. plantation in. running order prior to such | | surrender. However, the above amendment makes it clear that neces. F : sary equipment on the plantation at the time of surrender will not | be removed so as to ‘prevent its continued reasonable operation. | _ Article 5 may be amended as follows: “Costa Rica reserves the right, F however, to withhold from exportation sufficient quantities of anti- | F 

_ {, Minister of Agriculture. = = en oF a * Latter not printed. — Oo eee low ee oo ms
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malarial products to supply its normal antimalarial requirements, 

which are presently estimated at ....- ounces of quinine sulphate, | 

USP ” XI, or its equivalent per annum.” Pa eo 

7 It is highly desirable that Defense Supplies Corporation should be 

privileged to import necessary tools and equipment for use on the 

plantation free of various import duties, taxes, etc. If you and Mr. 

Dewey believe that this can be most satisfactorily done through an 

exchange of notes, such notes should be exchanged. Otherwise it is © 

felt here that the following amendment should be inserted as para- 

| graph 7 of the Memorandum: “Defense Supplies Corporation shall 

| be privileged to import into Costa Rica any and all equipment, 

machinery, tools, materials, or other property for direct use m con- 

| nection with the cinchona plantation to be established by it, free of 

_ any and all import duties, taxes, fees or other charges levied because 

of such importation.” — | a | a a 

The last paragraph should be renumbered as “8”. Sn 

OO - ae ee see BERLE | 

, 811.20 Defense(M) /12428 : Telegram 
| | 

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

| a eo San José, March 12, 1948—noon. 

a oe es [Received 6:55 p. m.] | 

914. Referring to the Department's No. 183 of February 26,9 p.m. 

a The Memorandum of Understanding concerning the cinchona planta- _ 

tion to be established in Costa Rica was signed this morning by myself 

| acting for the Defense Supplies Corporation, and the Minister of 

| Agriculture acting for the Costa Rican Government. _ 

| ‘All the amendments embodied in the Department’s telegram under 

reference aré included in the Memorandum of Understanding as 

| sioned.2* 
ES : PRS 

OE eee ee —. S$corren 

COOPERATIVE EFFORTS TO CONTROL ‘FINANCIAL TRANSACTIONS 

~ INVOLVING THE AXIS ee 

811.51/5964: Airgram 
cr eee ee eee CS oe 

‘The Minister in Costa Rica (Scotten) to the Secretary of State so 

a oe San José, March 13, 1948—11:30a.m. 

ee ok _ [Received March 19—5 p. m.] 

‘A507. Reference the Department’s A-122, October 8, 7 p.m. and 

” United States Pharmacopoeia. oa 7 - | 

= Certified copies of the English and Spanish texts of the signed Memorandum 

of Understanding were transmitted to the Department by the Minister in Costa 

Rica in his despatch No. 1526 of March 13, 1948 (not printed).
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, my A~235, November 21, 10:35 a.m.22. The Costa Rican government 

has finally agreed to block the Italian government funds held by the © 
: Spanish Minister here, and presently amounting to $141,895.25. The | | dollar funds will be converted into colones, and the colones will be 
| kept in a blocked account under the control and supervision of the 

Junta de Custodia.2* No withdrawals from such account will be made | 
1 in the future without previous application to, and approval by, the os 
; Junta. The Costa Rican government, however, has told the Spanish 
. Minister that upon proper application, monthly withdrawals of small 

amounts, not exceeding 250 or 300 colones én toto, will probably be + 
authorized for the subsistence expenses of some Italian subjects who | 

| reside here and who are completely without other means ofsubsistence. = | 
This, of course, is not strictly in keeping with the provisions of : ; Resolution I of the Inter-American Conference on Systems of Eco- | nomic and Financial Control,” and this fact has been brought to the | 
attention of the Minister of Finance,?* who has explained that failure 

{to permit such payments will impose upon the Costa Rican govern- 
ment the burden of providing the indigent Italians with subsistence | 
funds, since it has been indicated by the Spanish Minister that his 

. government would not provide the funds from other sources. The 
: Minister of Finance has stated, however, that such payments will be F i kept to a bare minimum, and. that each case will be decided on its — j merits. In view of the Costa Rican government’s previous reluctance - } | to block these funds, since they were held in the name of the Spanish Minister and there was no documentary proof of their Italian owner- _ | ship, the present procedure can be regarded as substantially satisfac- 
| tory from our viewpoint, in spite of the divergence from the procedure __ | | recommended in the Washington Conference. It is believed, further, F i that now that the ice has been broken in this regard, it may be easier | I in the future to secure a more strict adherence to the recommended | : | procedure. In this connection, it may be noted that the Costa Rican | | government has no funds in Italy, so that it would be impossible to | 2 secure reciprocal treatment for the payment of subsistence expenses | ~ of Costa Rican citizens there. la OR a 

_» In accordance with the ‘procedure outlined in the Department’s | 
-airgram A-122 of October 8, 1942, it is now desired to know whether | the dollar funds.in question may be remitted to the United States by | _ the Banco Nacional and credited to its account there. Inthisregard, = : it should be borne in mind that one of the strongest arguments that 

| _ 7? Neither printed. aan OU : a - ; ™“AngeldelaMoray Arenas. = : es | [ * Costa Rican Alien Property Custodian Board. 1 a E * Held in Washington, June 30-July 10, 1942 ; for a summary of the resolutions of this Conference, see Foreign Relations, 1942, vol. v, pp. 58 ff. oo E 
® Carlos M. Escalante. ee - | | :
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was made to the Costa Rican government authorities to induce them 

| to block these funds was that the dollars would not be accepted in the 

United States unless the equivalent in colones were blocked here. An — 

earlyreplyisrequested. oe ee 

be a ge Re a 5. Scorren 
| _. | 

740,00112A European War, 1939/27735: Airgram pe 

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

Se eps . San Jost, March 26, 1943—10 a. m, | 

S he a | [Received March 29—4 p. m. | 

A527. Reference Department’s circular telegram March 11, 8 © 

| p. m2” The Junta de Custodia has under its control about 10,000 

quintals of coffee produced on Proclaimed List properties. This 

coffee is “frozen” under an arrangement whereby only 15% of Pro- 

claimed List coffee is permitted to be sold in the local market.. © | 

| The Junta has now asked the Legation whether the importation of 

such coffee into the United States will be permitted in the event ‘it is 

expropriated... The Legation’s reaction to this proposal was extremely - 

— eool and it was pointed out to the J unta that as long as the coffee 

producing properties remained in the hands of the Proclaimed List 

nationals, the expropriation of the coffee for export to the United 

States would, in effect, be the same as if the jinca owner were exporting 

the coffee directly to the United States. The Junta then asked what 

would be the position of our Government with respect to the importa- 

tion of this coffee if the properties on which it was produced were also 

expropriated. ‘The ‘Legation feels justified in informing the Junta 

that coffee produced by Proclaimed List farms after the expropriation — 

of the farm and the elimination of the undesirable owner’s interest can 

| be exported freely to the United States, subject only to such restrictions 

(such as quota, etc.) as are applicable to all coffee importations into 

the United States. — oe Ot eae SS ee, 

As to coffee produced by Proclaimed List farms prior to their ex- 

| propriation (such as the 10,000 quintals now frozen by the Junta) 

the Department’s views are requested in order that the J unta may be 

advised accordingly. Actually, more than half of the coffee now 

“frozen” comes from properties which have been expropriated 

, (Niehaus and Hubbe Hijos). ieee. oo i 

It is believed in the Legation that our Government would be justi- 

| fied in announcing to the local authorities that importation of coffee 

| from expropriated Proclaimed List properties will be permitted (as- 

suming, of course, that the interests of the undesirable owner in the 

| 27 Not printed. a Bn | -
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| property have been eliminated) regardless of whether the coffee was 
produced before or after the expropriation. This. would: have: the 

; double effect of encouraging the local expropriation program and.of 
; counteracting, to a certain extent, the frequently repeated complaint 

that our Government has discriminated against Costa Rica and in 
| favor of Guatemala by permitting importation of Proclaimed List 

coffee from the latter. . So be a 

No need is seen, however, to license importation of Proclaimed List 
coffee from Costa Rica, or even to permit importation of expropriated | 

| coffee in cases where the producing Proclaimed List farm has not also — 
, been expropriated. © oe | 

: The Department’s early instructions are requested. © | 

| 811.51/0904: Airgram Py epg Ae be ge ee ee | 

7 _ The Secretary of State to the Minister in Costa. Rica (Scotten) | 

po 7 a WasHineron, March 27, 1948—2:30.p. m. 
L A-887. Your A-507, March 18. Treasury is prepared to release | : 

the $141,895.25 in dollar currency held by the Spanish Minister on be- 
j half of the Italian Government for credit to the account of the Banco : 

Nacional under the conditions outlined in your airgram,. 
In connection with the proposed monthly withdrawals by the Span- — I 

: ish Minister, which as you pointed out is not in keeping with the pro- 
] visions of Resolution I of the Washington Conference, you will un- - : 
| doubtedly realize that the mere fact that the Spanish Government +t 
| would not provide funds for indigent Italian subjects in Costa Rica | 
: is not determinative of the point at issue. Under Resolution I the i 
| obligation to take care of such subjects could also be satisfied by the — : 

sending in of fresh funds by the Italian Government through the | Spanish. We realize, however, that it may be impossible for the Costa 
Rican Government to insist upon such a procedure and we agree with | 
you that it would be inadvisable to jeopardize the blocking of the F 

| $141,895.25 in an endeavor to prevent a withdrawal of only 250 or» | 
| 800 colones per month, = =—s> et dog (ee ea 8 : 

740.00112A Buropean War, 1989/2785 : Airgram ee — | - | 

| ‘Lhe Secretary of State to the Minister in Costa Rica (Scotten) oF 
PE AE ee ee -Wasurneton, April 8, 19483 —6 pm : 
_ A-399. Your A-597, March 26. The Department and Treasury 1 

~ Department concur in Legation’s view that coffee produced on expro- & 
461-035—64—_8 | &
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priated Proclaimed List properties prior to the date of expropriation 

may be imported into the United States (assuming, of course, that 

the interests of the undesirable owner in the property have been elim- 

| inated and any proceeds effectively blocked), and you are authorized. 

so to notify the local authorities. Po 
--In view of Department’s circular telegram of April 2, 1943,* the | 

Legation is requested to expedite all necessary action to permit the- : 

- importation of the ten thousand quintals of coffee referred to in the 

airgram under reference on the above basis. | 

In line with this, you are authorized to recommend issuance of a 

license to import the coffee upon receipt of assurances that the prop- 

erties in question will be expropriated without waiting for the actual — 

expropriation to occur. oo 

You should inform the Department of all applications being filed _ 

for licenses to import this coffee and whether the coffee covered thereby 

can be imported upon the above basis. The importer filing the apphi- 

cation for the license should be requested to notify the Department of 

, the number thereof, in which event action will be taken with a view to 

its-early issuance. 7 - | ee | 

| ee Ug a. 2 : Be shonr 

| 740.00112A Huropean War 1989/29880: Airgram te 

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

| | Saw José, April 20, 19483—9 a.m. 

: | — [Received April 23—noon.] 

A-587. [Reference to a specific form of import license has been 

omitted here.] Ee - | 

While the control of Proclaimed List nationals in Costa Rica has 

been described to the Department in previous despatches and reports, 

the following is a brief summary thereof: aS 

| — 1. All Proclaimed List nationals are controlled, except Costa Rican 
| born citizens of Costa Rican parents, of. whom there are about 14 at 

present. an eh. re ages 
9. It now appears likely that all or most of the above will also be 

subjected to local controls within the very near future. 

3. In the case of individuals, the controls are limited to the blocking 

of funds, with a monthly allowance not exceeding $200 for living» 

expenses. : : ee | : 

4, Inthe case of firms or business establishments, one or more govern- 

ment “fiscales” or interventors are stationed on the premises with _ 

authority to supervise and administer the business, examine books, ete. 

Proclaimed List business establishments are not permitted to replenish | 

 8Notprinted. _ Oo | | a to:
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: stocks, but are allowed to sell to the public. Their funds are also blocked, but the Junta de Custodia (Alien Property Custodian Board) — | authorizes certain withdrawals for business operating expenses. a 
| __5. No Proclaimed List national, regardless of nationality, is per- _ |. mitted to import or export merchandise. = = | | . 6. A substantial proportion. of the blocked funds is compulsorily | i} Invested in Costa Rican Defense Bonds, which are also blocked. ~ ; . % The blocked funds are also subject to a graduated capital tax, 
] 8. No controlled person is permitted totransfer property. = oe | _9. The controls are, on the whole, effective (as far as they go) | although there are occasional “leaks”, | BEE a 

Such licenses as have been granted by the Legation to persons or | 
firms subject: to the jurisdiction of the: United States to engage in ssid | __ transactions with Proclaimed List nationals have been issued on the | | authority of the Department’s general instructions onthe subject and, si 

| with the exception of the period during which the Coordination _ : 
| Agreement was in existence, 2? have not been based on local control | 
| plans. The Legation has, however, considered the local controls as 
: one of the factors to be weighed in all cases in reaching a decision, _ F 
| and to the degree that these controls have been gradually “tightened” | the Legation has felt justified in pursuing a more liberal policy in E 

the granting of licenses. . BS paises eS | 
eee eer et ee ne | a Scorren —s«-_ ff] 

: 811.51/6127: Airgram | fee es 
| The Ambassador in Costa Rica (Des Portes) © to the Secretary 

San José, Sune 1, 1943—10a.m. a re si abe | a a — . [Received June 4—10 a. m.] 
_ A-678. Reference Department’s A-387,March27, 0 2 

_ Following transmission of the Legation’s A-507, March 13, and | receipt of the Department’s above airgram, when the matter appeared §—T _ to have been fully settled, the negotiations broke down through the = yVy 
refusal of the Spanish Minister to permit the funds to be subjected to the control of the Junta de Custodia and through his insistence that. | __ the 250 or 300 colones per month originally suggested as permissible I ‘withdrawals were insufficient to meet the subsistence needs of the in- 

_ digent Italian subjects in Costa Rica under his care. ees if 
' For a description of this agreement, which became effective in September | | 1941 and terminated March 31, 1942, see Department of State Bulletin, March 21, j 

» The American Legation in Costa Rica was elevated to the status of Em- | bassy on May 20, 1943, when Ambassador Fay Allen Des Portes, succeeding Min- : _ ister Robert M. Scotten, presented his credentials to the Costa Rican Government. _ 7
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While this Embassy has maintained. the position that the Spanish 

-Minister’s views should not be permitted to aftect-or restrict the Costa 

Rican Government's sovereign right to deal with enemy property 
within its territory, the Costa Rican Government, many of whose 

| officials maintain cordial and friendly personal relations with the — 

| Spanish Minister, has tended to-accede to his wishes in the matter 

forthe following main reasons: © ss 

1. The funds in question are deposited in.the name of the Spanish 
Minister only, and not in his name as representative of Italian in- | 

terests here. Thus, technically, it may be interpreted that the funds 

are either his own, or the property of the Spanish Government. -This 

circumstance has been used by the Spanish Minister in order to bolster 

his bargaining position. a 

2. The Spanish Minister has indicated that to place “his” funds 

under the control of the Alien Property Custodian (Junta de Cus- 

- todia) would stigmatize him as an enemy of Costa Rica and would 

be interpreted as an unfriendly act toward him and his government. 

3. The Minister of Foreign Affairs is particularly desirous of main- 

taining cordial relations with the Spanish Government. or! 

- Representatives of this Embassy, in frequent discussions on the 

subject with the Minister of Finance (both former Minister Escalante 

and present Minister Tinoco“) have pointed’'to Costa Rica’s com- 

-_ mitments at the Washington Conference and to the many reasons which 

require that prompt and effective action be taken with respect to these 

funds. ee ee! 

- The Spanish Minister, after consultation with the Costa Rican Gov- | 

ernment, has now proposed the following arrangement: 

| The dollars will be transferred to the Banco Nacional (which isthe __ 

State bank) and there converted into colones. The Spanish Minister 

will then sign an undertaking whereby he commits himself not to draw 

on these funds in excess of $200 (or its equivalent in -colones) per’ 

month, for subsistence payments to indigent Italians here. The de- 

_ tails of such withdrawals would be submitted to the Junta de Custodia, 

- or to any agency designated by the Government, for information and 

The Minister of Finance has now requested this Embassy to inquire | 

, whether the Treasury Department will accept the dollars in the United 

| States for credit to the Banco N acional under the above arrangement. 

_ *Lufs D. Tinoco Castro succeeded Carlos Escalante as Minister of Finance in 

April 1948. te Gb SS beest® ek ee
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| 840.51 Frozen Credits/10666 0 rn / eo lle fe tee eS |: Memorandum by the 8 pecial Assistant at the Em} assy in Costa Rica fee abe abe a CRD (Desvernine) = 

; Report on FREnzine anp OTHER Cowrrou Muasures 1x Cosra Rica 
FoR tHe Mowra or May, 1943" oo 

Lepropriation of coffee. = soe . 
Upon being advised of the terms of the Department’s airgram No. 

399 of April 3, the Costa Rican Government proceeded to expropriate | about 8,000 quintals of “frozen” coffee which had been produced or | 
processed on enemy properties. _ Unfortunately, some of this coffee | 2 was produced on properties of Proclaimed List nationals which have | , not yet been expropriated, and it was necessary for this Embassy to | : bring again to the attention of the Junta de Custodia that the expor- 

| tation of such coffee to the United States would not be permitted, in- 
| asmuch as the ownership of the producing property was the governing | criterion. The Junta has agreed that coffee from properties of Pro- : 1 claimed List nationals which have not been, and will not soon be, | expropriated, will not be allowed to be exported. A major proportion _ 

of the coffee which has been expropriated, however, was produced on | ‘properties of Gmo. Niehaus & Company and Hubbe Hijos, which | |  havealsobeenexpropriated. _ | Oo | | 

PIE a Deven | 

i 811.51/6149: Airgram — ee a 7 ee | a |. Phe Secretary of State to the Ambassador in Costa Rica : Pe (Des Portes) a | | | 
fn - Wasurneton, June 24, 1943—6 p. m. | | = =-- A-B18. Your A-678, June 1, and 485, June 17.4 The Department | | and the Treasury Department are at the present disinclined to adopt | | _ the proposal made by the Spanish Minister set forth in your airgram | | above referred to. It appears that the recent position which he has sf | adopted in regard to the funds held by him on behalf of the Italian | ; Government is without adequate basis in fact, and has been assumed —it™ 
| - #2 Transmitted to the Department by the Ambassador in Costa Rica in his 7 ; ! despatch No. 72 of June 4, 1948; received June 12. oe | : _ “The portions of this monthly report on measures to control Axis-tainted 4 _ properties and business transactions in Costa Rica have been omitted. E a Latter. not printed ; in this telegram the Ambassador informed the Depart- | ; ment that the Costa Rican Minister of ‘Finance, forced by the possible im- ; minent departure of the Spanish Minister for a new post, was pressing the F Embassy for the United States Treasury’s reaction to the arrangement de- | E scribed in Embassy’s airgram No. A-678, p. 105. | oo | 7 4 ) ee 

I
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: for bargaining purposes. It would further appear that the con- 

cession to the Spanish Minister to which this Government previously 

| agreed, (Department’s A-387, March 27, 1943) notwithstanding the 

objections [obligations?| of Costa Rica under the Washington Con- 

ference, is being used by him as an opening to develop further conces- 

sions which would obviously be contrary to the best interests of both 

Costa Rica and the United States. It is therefore regrettable that the 

| Costa Rican Government has up to the present exhibited a tendency to — 

accede to the wishes of the Spanish Minister in this matter. There- 

_ fore on the basis of the facts presented, this Government. is inclined 

| to refuse to release in this country the currency held in the name 

of the Spanish Minister unless in the opinion of the Embassy such 

refusal would mean the loss of adequate control of these funds. 

These funds it is noted are dollar funds and you may inform the | 

local authorities that this Government takes the position that these are _ 

Axis funds and accordingly will take appropriate action to prevent — 

their encashment. It is believed that. this position may enable the 

Costa Rican Government to indicate to the Spanish Minister that 

| the United States Government has not, agreed to release these funds 

| and therefore the Costa Rican Government is unable to extend him _ 

oe credit for the dollars which hedeposited. 

| In discussing this matter with the Costa Rican authorities you 

-. may care to point out that the records of the ‘Department do not 

appear to indicate that the Spanish Minister has ever denied. that 

the funds in question are the property of the Italian Government, 

: and that this is in fact the case is well known to all concerned. 

| If the Spanish Minister desires to avoid any possibility of being 

stigmatized as an enemy of Costa. Rica by having these funds held, 

in the custody of the Junta, he should cause the name of the account 

under which the Italian funds are held to show the true ownership | 

of the funds. You may care to stress to the local authorities the 

artificial position assumed by the Spanish ‘Minister with reference 

to the funds of a government with which Costa Rica is at war. 

You may also care to point out to the Costa Rican authorities that 

the request of the Spanish Minister to make withdrawals from 

these Axis funds is contrary to Resolution I of the Washington 

Conference to which both Costa Rica and the United States sub- 

scribed. If the Costa Rican Government insists that the funds must 

| be treated as the funds of the Spanish. Minister, it might be well to 

inquire why the Spanish Minister desires to use his personal funds _ 

to make payments to enemy aliens in Costa Rica. It does not appear _ 

from the Department’s records that these ‘points have been brought 

out in discussions. In conveying to the appropriate Costa Rican 

authorities these suggested replies with particular reference to point
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: two of your airgram no. 678, you should be careful to avoid any : i appearance of going beyond a friendly and informa] ‘indication ee . of the possible manner in which the Spanish Minister’s arguments _ | might be answered if the Costa Rican authorities should deem the | | Suggestions appropriate. | | | —— | , _ It appears that it might be desirable for this Government to defer | making a decision on the proposition recently advanced by the Spanish : | Minister until such time.as he may have departed When it is believed =| j that the Costa Rican Government may be more inclined to take posi- | | tive action against thesefunds. os CSE BS | However, before any decision is made the views of the Embassy are ts desired in regard to the following points: a4 ee eee | : 1. Does the Embassy consider it may be helpful to press the Costa | , Rican authorities to make further attempts to induce the Spanish _ Minister to recede from his position or is there a possibility that such | i a plan would jeopardize prospects of bringing the funds in question | under Junta control? — If the latter is the probable result, what in- } 2 formal controls might be established over payments from these funds _ ; 2 to prevent their undesirable use ? ee FE | 2. Could the Spanish Minister be induced to permit the funds tobe | | subjected to the control of the J unta, providing withdrawals up to | $200.00 per month were agreed to, and are there enough Italian sub- oe jects in need in Costa Rica and under the care of the Spanish Minister = f{ | {0 justify expenditures up to $200.00 a month for their subsistence. | On what basis was this ‘gure arrived ate pee } : _ 8. When is it expected that the Spanish Minister will be departing : : from Costa Rica? To what post is he assigned? Would not the | Costa Rican Government be more likely to take effective steps against.  & these funds after he has gone? Has a successor been hamed and in > F transferring the funds to the possible successor, could it be required _ that the ownership of the Italian Government be shown? re -&§ _ 4. What in the opinion of the Embassy would be the disposition of. *- the funds if this Government (a) refuses to accept the proposition of . i _ the Spanish Minister, or (6) defers its decision on the proposition _ +f until after the Minister will have left Costa Rica in the hope thatthe = : Costa Rican authorities ‘would deliver. these funds to the Junta ata ] later date. | piqepbe oe Si ee SE : | _d. Is there any possibility, in spite of appropriate representations __ which would of course immediately be made by the Embassy, that —&§ the Banco de Costa Rica might return these funds to the Minister and | that he might be permitted to take them out of Costa Rica? gE SS E 6. Does the Embassy feel that it would be inadvisable not to agree to | the present proposal ? What is the Embassy’s recommendation? oF 

: The Department appreciates the difficulties of appraising the above _ 
situation which is so largely based upon the personalities concerned. — 1 It is hoped, however, that the Embassy may be able to make suggestions — _ which will result in the adoption by the local authorities of a course oF of action which will effectively block these funds. — ERR OE . |
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811.515/2084: Airgram = pos TE 

| The Ambassador in Costa Rica (Des Portes) io the Secretary of State 

a a a ne San José, July 9, 1943—8 :30 a. m. 

a | — FReceived July 12—2p.m.] 

A-776. Reference the Department’s A-518, J une 24. Following ree 

ceipt of the above airgram, a conference was held with Minister ‘Tinoco 

at which he was informed in substance that our Government regarded 

the.funds as Axis funds, that it was not inclined to accept the dollars 

| for release in the United States unless the equivalent in colones should 

be effectively blocked here, and that it was not disposed to make any © 

| further concessions to the Spanish Minister. = 
a 

- While the Spanish Minister has never denied the true ownership of 

the funds, he has been careful to avoid express recognition of that 

fact. He has implicitly admitted their Italian Government owner- 

ship, however, by entering: into negotiations with the Costa Rican _ 

Government for the blocking of the funds and requesting permission — 

to make payments to Italian subjects. This argument has been | 

pointed out to the Minister of Finance, whose attention has also re- 

 peatedly been called to the provisions of Resolution I of ‘the Wash- 

ington Conference (see my airgram A-678, June 1, 1943) and to 

Articles 5 and 11 of the Costa Rican Law No. 126 [26] of December 12, 

: 1942, which provide, respectively, that subsistence payments to enemy 

nationals are not to be made out.of funds within the country and that 

| funds of enemy governments are to be “frozen” by the Junta. de 

| Custodia. = EE gts eect oo 

The Embassy wishes to make the following observations with respect 

to the points raised in the Department’s airgram above-mentioned . 

1. While the Junta de Custodia is undoubtedly the agency best — 

qualified to exercise supervision over the funds, it is not believed neces- — 

, sary to insist that the funds be brought under Junta control, provided 

, effective blocking can be otherwise secured. ‘To press for control by 

the Junta might unnecessarily delay and hamper negotiations, since 

the Spanish Minister is reluctant to follow this course and the Costa 

Rican Government appears disposed to accede to his wishes in this 

| respect. Although the point has not been made, it is believed that the . 

‘real reason for the Spanish Minister’s objections to the Junta is his 

fear that the provisions. of local law which call for investment of 

“frozen” funds in Costa Rican Defense Bond
s would be applied to the © 

| funds in question if they should come under Junta eontrol. As an 

appropriate alternative, the funds could be (a) blocked under the 

| direct control of the Minister of Finance; (6) blocked under the con- 

trol of the Superintendent of Banks, or (c) blocked ‘by written vol- 

untary agreement between the bank and the Spanish Minister. — 

| 9, It is unlikely that. the Spanish Minister could be induced to 

: permit the funds to be subjected to the direct control of the Junta even 

if payments of $200 per month should be authorized for the reasons 

above stated. While this Embassy has asked for a list of the indigent
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: Italian subjects to whom payments would be made, such a list has not | 
: yet been presented. It is not believed that there are enough persons 
| in this category to justify the expenditure of that amount, and in any | 
| event, this Embassy does not believe it advisable to accede to the | 
| Spanish Minister’s wishes in this respect, since such expenditures are | : 

in derogation of Inter-American commitments at the Washington 
: Conference. As a maximum concession, it is believed that payments no 
| greater than 300 colones per month in toto could be authorized, in view 

of the insignificant. proportion this would bear to the total amount, __ : 
but even this concession should be made only if the negotiations would | 

: be otherwise jeopardized. | | - | 
3. It is not known when the Spanish Minister will depart from _ | 

| - Costa Rica. He has announced that he has been tentatively assigned 
| to Valparaiso, Chile, to occupy the post of Consul General, and that he 
|. 4s to be succeeded by the present Spanish Minister in Venezuela, but | . 
| he has not yet received dlefinite orders from his Government. The 
: information contained in my telegram No. 485 of June 17,°° was based 
7 on a statement made by Minister Tinoco to the effect that the Spanish | 
| Minister’s departure was imminent. Whether or not the Costa Rican 

Government would be more inclined to take effective action against _ 
| the funds after such an event is a moot question, but the man who has _ 
| been mentioned as the Spanish Minister’s successor is known to be an 

ardent Falangista and might prove more difficult than the incumbent. 
4. It is being very clearly pointed out to the Costa Rican Govern- 

, ment and to the Spanish Minister that the dollars are likely to be 
worthless to the latter unless the procedure already accepted by the _ 
U.S. Government is followed. (a) Refusal to accept the proposition 

| ofthe Spanish Minister will therefore probably compel him to back 
| down. (0) To defer decision until after the departure of the Spanish 
: Minister is not believed advisable since the date of such departure is 

uncertain and considerable delay may intervene.  =—_ a | 
5. While the circulation of dollar currency is prohibited in Costa 

| Rica, the Banco de Costa Rica has indicated that said provision is _ E 
interpreted in the sense of the use of dollar currency for the payment 
of goods or services, and that the Banco de Costa Rica would still be : 
bound, if the Spanish Minister should attempt to withdraw the funds _ 
from the bank, to make payment. On the other hand, he is not likely 
to attempt to take such funds out of Costa Rica, firstly, because he 

| knows that the funds are “marked” and could easily be traced; sec- | 
ondly, because he has informally promised the Costa Rican Govern- | 

| ment that he would not do so, and he would be considered morally tf 
: bound; and thirdly, because this Embassy would feel justified in 

making strong representations to the Costa Rican Government in such 
1. an event... 0 ee LO hg Se, oe 

_6.. The Embassy considers it advisable that the Spanish Minister’s 
present proposal should be turned down, and is of the opinion that the I 
interests of both Costa Rica and the United States with respect to the : 

| funds in question will best be served by a determined stand on the 
; part of our Government to prevent encashment of the dollars unless 
i compliance with the terms of Resolution I of the Washington Con- _ 
| ference is secured. | | Be I 

| | | Des Porrss | 

| See footnote 34, p.107. | 

- | : I 
, | | |
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| 811.515/2119: Airgram pee ce 

Lhe Ambassador in Costa Rica (Des Portes) to the Secretary of State 

Sax Jost, August 14, 1943-8:80 a.m, 
| PU EER [Received August 18—2 p. m.]. 

: _ A-859. Refer Embassy’s A-776, July 9, 1943. Fe 
While the Spanish Minister has orally indicated to Minister Tinoco 

_ that he would agree to the blocking of the funds under some agency 
| of the Costa Rican Government (not the Junta de Custodia) provided __ 

he is permitted to withdraw up to 300 colones per month for payments 
to indigent Italians, he is now refusing to commit himself definitely 
on the matter until he obtains an answer from the Costa Rican Gov- 

ernment to his note requesting that Spanish nationals in Costa Rica 
be exempted from financial and economic controls (see my despatch 
No. 861 of August 6, 1943 °°). He has inferred that his position with 
respect to the Italian Government funds will be affected, if not 
governed, by the Costa Rican Government’s reply to the note in 
question. Ea” 

: Sefior Tinoco has tendered his resignation as Minister of Finance 
and.is handling the business of that office- only pending ‘the appoint- 
ment of a new Minister, which is expected shortly. — a 

All of the foregoing circumstances make it urgent, in the Embassy’s 
opinion, that the Costa Rican Government be informed that unless 

the funds are properly frozen and the dollars remitted to the United 
| States by a certain date, say September 15th, they will be treated as: 

Axis funds and their encashment in or out of the United States, by 
any bank or institution subject to the jurisdiction of the United States, 
will not be permitted. — | ee 

Immediate authorization to take such action 1s requested. __ 
. Se , ee | Des PorTES 

811.515/2119: Telegram a re eo 

The Acting Secretary of State to the Ambassador in Costa fica 

(Des Portes) - oe | 

| | - . Wasutneton, August 21, 1943—10 p. m. 
535. Your A-859, August 14. You are authorized, in your discre- 

tion, to inform the Costa Rican Government in general in accordance 
| with the penultimate paragraph of your airgram but, rather than 

mentioning a specific date as the deadline, with the finality which a 
| specific date connotes, you should, if you deem it advisable, inform 

the Costa Rican officials that the United States authorities will take 

— 8 Not printed. Oo |
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| steps to prevent encashment of the notes unless their deposit and - 
appropriate freezing is effectuated within the very near future. ) 

: $11.515/2084: Airgram wevbeg Of a | 

| The Acting Secretary of State to the Ambassador in Costa Rica 7 
ce (Des Portes) ne | 

| a Waserneron, August 24, 1948—1:10 p.m. st 
A-633. Your 776, July 9. The Department does not desire to jeop- | 

2 ardize the prospects of effectively controlling this currency by insist- _ 
| ing that it be brought under the control of the Junta de Custodia, | : 
| especially in view of your indication that an “appropriate alternative” : 

: exists, SE | | 
|. However, the Embassy’s despatch 778, September 10, 1942," con- — | 
| tains certain information modifying Article 9 of Law No. 66 of June sf 
: 28, 1942, and drawing a distinction between “frozen funds” and “con- 

trolled funds” under the jurisdiction of the Junta. As the Embassy. : 
| indicates that the Junta is undoubtedly the agency best qualified to i 

. exercise supervision over the funds, the Department would naturally 

_ prefer that the funds be delivered to the custody of the Junta and in . : 
| this connection it occurs to the Department that the possible fears of | 

the Spanish Minister to subjecting the funds of the Italian Govern- | 
, ment to investment in Costa Rican defense bonds might be met if the | 

Junta considered the funds as “controlled” rather than “frozen”, 
, It is desired that if you see no objection to so doing, you suggest to 
| the Minister of Finance or other appropriate authorities that they : 
' approach the Spanish Minister with the suggestion that the funds | 

| would be considered as “controlled” and not “frozen” which it is be- 
lieved would allay any fears of the Spanish Minister in regard to the 

| possible investment of these funds in Costa Rican defense bonds. You 
are also authorized to-inform the Spanish Minister that as an excep- | 

| tional case this Government would not object to the withdrawal by 
the power representing Italian interests of such funds as may be 

| necessary for the payment of minimum subsistence to destitute Italians | 
in Costa Rica. It is assumed that these payments would not in any — : 

| event exceed a total of 300 colones per month and it is suggested that =—_—> 

| the number of colones to be withdrawn should be based upon the list | 
| of indigent Italian subjects which the Embassy has requested be | 

submitted. > a ? ) | 
4 - If, however, the Embassy feels that in further proposing that the _ I 
| funds be subjected to the control of the Junta the Embassy may 

| _ * Not printed. EB OE ee ee : 

; = 

|
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jeopardize the possibilities of subjecting the funds to other controls, 
the Embassy should not necessarily press for control of the funds by 
the Junta but, before taking final action, should report to the Depart- 
ment which of the three alternatives suggested in the final sentence 
in numbered paragraph one of the Embassy’s airgram under reference 
is considered by the Embassy to be most desirable. Payment of mini- 
mum subsistence to indigent Italians as referred to above would be 
permissible under the alternative recommended. | 

| The Department finds it difficult to recommend as between alterna- 
: tives a), 0) and c) as referred to in your airgram because of the im- 

- portant part which it appears is played by the personalities involved 
in connection with the administration of the local controls. It there- 
fore appears that the Embassy is in a better position than the Depart- 
ment to determine which of the three alternatives offers the best 

prospects of effective blocking these funds for what may be a pro- 
longed period after they have been converted into colones. ‘The 
Embassy realizes that once the funds have been credited to the Banco 
de Costa Rica, the control over these funds now held by this Gov- 
ernment is ended and for this reason it may continue to be desirable __ 
to permit the funds to remain in the form of dollar bills until effec- 
tive control over the equivalent in colones would be established. —_ 

, | | BER 

811.515/2144 pa GRU SS 

The Chargé in Costa Rica (Trueblood) to the Secretary of State 

No. 545 | |... San Jost, September 4, 1943. 

- es  FReeeived September 13.] 
Subject: Foreign Funds Control: Blocking of Funds Held by — 

Spanish Minister and Owned by the ItalianGovernment. .. 
Sir: I have the honor to refer to the Department’s Airgram A-633_ 

| of August 24th and to the previous communications on the above 
subject and to report that the Minister of Finance, Sefior Francisco 

- de P. Gutierrez has issued instructions to the Junta de Custodia to 
block the funds held by the Spanish Minister in Costa Rica for the 
Italian Government. A translation of the note sent by the Minister 
of Finance to the Junta de Custodia on this subject is transmitted 

| herewith® Cah he os 
Shortly after the appointment of Sefior Gutierrez as Minister of 

| Finance, representatives of this Embassy called on him to discuss this : 
subject and left with him a memorandum outlining the facts in 
the case and requesting that: prompt action be taken. The Minister _ 
replied that he would give the matter his immediate attention and a 

* Not printed. | | ) | |
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| few days later advised this Embassy that he was in entire agreement : 
: with our position and that he was issuing appropriate instructions. | : 
_. .The note which he sent to the Junta de Custodia contains all of the __ 7 
| points which were set forth in the memorandum which had been pre- 

| pared by this Embassy. ..Sefior Gutierrez informed the representatives __ 
| of this Embassy that the dollars would be changed into colones and — 7 
2 that the latter would be frozen under the control of the Junta de Cus- , 
|  todia but that the Spanish Minister would be permitted to draw no | 
| ‘more than @300 per month for payment of subsistence expenses to : 

| indigent Italians. It will be recalled that this arrangement was _ : 
! approved by the Department and the Treasury Department as an- _ ? 
| nounced in the Department’s Airgram A-387 of March 27. It willbe : 
| noted, however, that in his note to the Junta de Custodia, the Minister | : 

of Finance not only fails to mention that any withdrawals will be : 
, permitted, but also points to the particular provision of the pertinent 

Washington Conference Resolution and to the local law under which — ! 
_ such withdrawals would not be authorized. | 
| It is expected that the dollars held by the Banco de Costa Rica , 
| will now be transferred to the Banco Nacional to be converted into : 
| colones and that the Banco Nacional will remit the dollars in ques- —_ 
| tion to the Federal Reserve Bank in New York to be credited to its : 

| account there in accordance with the understanding already reached 
| ‘with the Treasury Department. The solution which has finally been ? 
| found to the problem which has been pending for almost a year , 

| ‘would appear to be even more favorable than had been expected by | 
| this Embassy, since the funds will be controlled directly by the | 

Junta de Custodia. and. since there is some doubt as to whether any ee 
| withdrawals at all will be permitted from the account. As is quite | 

evident, the Minister of Finance has taken this action without consult- 7 
ing the Spanish Minister. — | 

|. There is enclosed. herewith a clipping of a news item which ap- 
| peared in Za Prensa Libre, the local afternoon newspaper, concern- : 
| ing the blocking of the funds in question. | | 
| «Respectfully yours, 7 Epwarp G. TRuEBLOoD 

| Q11.515/2145: Telegram ss a — Oo | 
| Lhe Chargé in Costa Rica (Trueblood) to the Secretary of State ; 

a Sas Jos, September 14, 1943—5 p. m. | | 
| ee te [Received 11:44 p.m.] | 
| | ~ 646. Reference Department’s telegram 535, August 21, and my des- 
| patch No. 545 of September 4. The Minister of Finance has instructed | 
! the Junta de Custodia to take the necessary steps to convert the dollar 

! * Not reprinted. : | | Be |
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- funds held by the Spanish Minister into colones and block the latter. 

Foreign Minister Echandi“ has now informed me that this instruction 

---- wag issued without his consent and has raised the question whether the 

| armistice concluded with the Italian Government may not change the _ 

| juridical status of these funds and make it inopportune to take action 

at this time. Since I expect to discuss this matter personally with the 

Foreign Minister later in the week I shall appreciate receipt of the 

| Department’s views by telegraph. © ER ne - 
ye Doe) edie TRUEBLOOD- 

-811.515/2145 : Telegram | ee ae , 

The Secretary of State to the Ambassador in Costa Rica (Des Portes) 

| | _ -- ‘Wasuineton, September 17,1948—4 p.m. 

594. Your 646.42 You may inform the Foreign Minister that the | 

position of this Government regarding Italian funds blocked in this: 

country has not changed by reason of recent events in Italy, that no 

Italian funds in this country have been unblocked because of these 

events. Accordingly the attitude of this Government, that the funds 

in question should be brought under effective control, remains. un- 

| changed. | | ee oe 

, _ If it appears that effective control in Costa Rica is not to be estabr 

lished and as a possible means of reaffirming that steps will be taken 

by this Government, it is suggested that in your discretion you en- 

deavor to have earmarked an appropriate amount of dollar currency — 

for Italian account and to obtain the serial number, denomination 

and series year of the bills for the future use of the Treasury. 

740.18112A/28 or wes geste 

The Chargé in Costa Rica (Trueblood) to the Secretary of State 

No. 608 | . Saw Jost, September 27, 1943. 

ae _-- FReceived October 1.} 

Sir: I have the honor to refer to the Department’s cireular in- 

| struction of August 20, 1943,** regarding procedures and policies on 

the maintenance ofthe Proclaimed List. Cee 

| The instruction has been read with great care and interest and this 

Embassy is fully in agreement with the principles underlying the 

policies described therein. Regarding the specific application of these 

| policies to Costa Rica, the following observations are believed to be 

pertinent :. re a Seek geal os. PS ne 

“ajpertoEchandi | 
” Supra. | | ~ " 
“ Not printed. SO
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| __ With respect to future additions to the list in Costa Rica, the | 
| Embassy believes that the limitation of recommendations inthe man- , 

her described in page 4 of the instruction is practicable and consonant 
with our interests, and with these limitations it is believed that there | 

| will be little, if any need for future additions, unless it is subsequently _ } 
found that cloaking operations cannot be adequately and effectively 

_ controlled otherwise 4 58 OO | 
| - With respect to maintaining the Proclaimed List in Costa Rica as — | | an instrument of control, it is unanimously agreed in the Embassy that 4 
| the Costa Rican Government cannot now, or in the foreseeable future, = | be depended upon to exercise effective controls without the support 
| of the Proclaimed List. It is believed, therefore, that an offer to | 
| Gelete all or nearly all of the names on the list for Costa Rica as a means 

of obtaining further action by the local authorities would not achieve | 
| the desired results, and such deletions as should take place (which will = | 
| be described hereinafter) should be based on individual cases and on | | the decision as to whether any control at all should continue to bemain- _ 
| tained in those cases. The reasons for this Embassy’s lack of con- 

| fidence in the ability of the Costa Rican authorities to maintain ade- I | quate controls in the absence of the Proclaimed List are various: | 
| firstly, Costa Rica inevitably looks to the United States to set the pace 
| In the field of economic warfare, as it does in many other fields, This 
| being the case, the elimination of our Proclaimed List controls— | 
| regardless of our explanations and protests to the contrary—would | ) | unquestionably be interpreted as an indication that a stage of the war 
_ has been reached where a general relaxation of economic warfare 
| Measures is desirable. Secondly, the Proclaimed List is the very | : | backbone of the Costa Rican controls. The control laws expressly | | refer to the Proclaimed List and make the controls specifically ap- ss 
| plicable to persons and firms on the list. Elimination of our Pro- 
| claimed List might therefore require a substantial change in existing ! : legislation. Thirdly, it is probable that maintenance of our Pro- 
| claimed List has been mainly responsible for such controls as have | : | been established here and for the measures which have been taken, ot 
2 particularly within the past year, with regard to enemy property. — | | | As has been previously reported to the Department, almost all of the | it enemy property expropriations which have taken place to date have — JX | ‘been expressly based on “the inj ury suffered by the local economy by : | | reason of the inclusion of the properties or industries on the Pro- | | claimed List” and the consequent necessity that their ownership be _ ot : _ transferred to desirable interests. Costa Rica is a small country with | | 
| avery high incidence of inter-marriages, and the ties of blood and | | | | marriage are factors of great political weight. Costa Rican author- | _ ities are often able to withstand pressure of this sort by pointing to | 

| | I
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the Proclaimed List, over which they have no control, and justifying 

their actions on the basis of the position in which they have been placed 

a by reason of the action of our Government. The Proclaimed List 

can therefore be regarded as a wall which has protected and supported 

the local controls, and if the wall should crumble, the disintegrating 

force of political and family pressures would have free play. This is" 

illustrated by the fact that many persons who are on the list have 

been known to state that they are not in the least disturbed by the con- 

trols maintained by the Junta de Custodia; that their main concern is 

to get off the Proclaimed List and if they succeed in doing so, they will 

be able to get along even within the framework of the local controls. 

Likewise, Costa Rican officials have sometimes approached this 

Embassy and requested that specified persons whom they wish to con- 

trol be included in the list, for otherwise they would not be able to do so. 

With all of the above considerations in mind, it is unquestionable 

that much has been accomplished by local measures. The richest and 

: most important agricultural and industrial properties of Proclaimed 

| List nationals, aggregating about three million dollars in value (a 

—— large figure for this country) have been expropriated; other firms 

have been forced to liquidate, while many have been sold to desirable 

- interests, and the large bakery of Musmanni Hermanos has suspended 

operations for almost a year. The Proclaimed List in Costa Rica 

is undoubtedly cluttered with the names of many persons who are 

neither dangerous, important, nor powerful, who own no property, and 

whose continued control not only fails to serve a useful purpose but 

may actually be detrimental to our interests. There are, for instance, 

individuals who have been included in the list because of one or more 

cloaking transactions in the past, which may have been the result 

of ignorance, poor judgment or other factors, but. not necessarily 

lack of sympathy with our cause. The net effect of their inclusion 

in the list is that they are not only unable to do business by themselves, 

but they are unable to secure any employment, and they are faced 

with the alternatives of being driven to complete dependence upon 

others in order to subsist, or of seeking clandestine ways of earning 

their living. This results in ill will toward the United States for 

what appears to be a policy of persecution against individuals who 

| cannot be regarded as dangerous to our interests. It is not intended to 

intimate that our Proclaimed List policy with regard to cloaking has 

| | been erroneous, for it is firmly believed that. the vigor with which. this 

- policy has been executed has been a great deterrent to cloaking 

| operations, but cloaking is dangerous. only insofar as it benefits 

interests which are inimical and which should be controlled and the 

number of the latter in Costa Rica is now substantially limited.
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| The Embassy proposes, therefore, to pursue the following procedure 
with respect to the Proclaimed List in Costa Rica, and the Depart-_ 

| ment’s views on the desirability of this plan will be appreciated. 
The Proclaimed List will be subjected to.a careful and thorough 

|. revision for the purpose of determining those names which, in any | 
| event, should be kept on the list, either because they should be con- 
| trolled and.the Embassy is satisfied that they would not otherwise _ ) 
| be controlled, or because their pro-Axis sentiments or Axis affiliations | 

| are so well and commonly known that their deletion would have an | 
unfavorable popular effect.. The remaining names could then be con- | 

i sidered as proper cases for exclusion from the list, but the Embassy ; 
| would. not recommend their deletion in a block. It is believed the 

! effect of a sudden.and substantial curtailment of the Proclaimed List 
| would not be desirable, from the point of view of the reaction of the 

. local authorities as well as of the public. Recommendations for | | 
: deletion would be undertaken in a gradual manner, starting with | 

those cases which are most clearly proper for such action and which 
| have been on the list for the longest time. In this manner, too, the — 
| effect of the policy could be gauged more properly andifforany reason __ | 
| further curtailment of the list did not appear desirable at a given | 
| stage, the process could be discontinued. It is expected, however, | 

| that in this manner the Proclaimed List could eventually be restricted 
to the nucleus of really “bad” cases, where further deletion would be 

| harmful to our interests. ga : 
/ Of course, if at any time it appeared that full reliance could be 

| placed on the local controls and that elimination of the list in Costa 
| Rica could be undertaken without detriment to our interests, the 
! Department would be so advised with a view to the establishment of 
| a program along the lines of that which is contemplated in the case a: 

of Brazil ee - : 

Respectfully yours, | . .. Epwarp G. TRUEBLOOD © 

| 840.51 Frozen Credits18/11 — | oe 7 i | | 

| Memorandum by the Special Assistant at the Embassy in Costa Rica : 
| a | — (Desvernine)*# ah phen | 

| Report on Frenzine Conrrors AnD Oruer Mrasures rn Cosra Rica | 
fo For THE Monts or Ocroser, 1948 oe Oo | 

ELepropriated enemy properties.—About nine months have elapsed ) 
since most of the enemy properties in Costa Rica were expropriated an 

| by the Government under the provisions of law No. 26 of December | 

| “Transmitted to the Department by the Chargé in Costa Rica in his despatch 
| No. 764, November 8; received November 13. os OO 

:  461-035—64__9 | | a oe a 
| | |
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12, 1942, and to this date the appraisal proceedings have not yet been 
completed and none of the: properties has been offered for sale, as. 
contemplated in that law. As previously reported, the experts have 
submitted their valuation reports to the court and it 1s now necessary | 

_ for the judge to issue an order establishing the value of the properties 
_ and fixing a-date for their sale at public auction. The Government’s 
attorney has now presented a motion to the court in which he calls 
for theissuance of the order. a a os 

In the meantime, the attorney for Gmo. Niehaus & Co. (PL*) 
Celso Gamboa, who has been mainly responsible for the obstruction- 
istic tactics which have dragged out the proceedings over a period of 
so many months, has presented a number of claims against the Gov- _ 
ernment for alleged arbitrary action and has asked the court to. de- 
clare law No. 26 of December 12, 1942, unconstitutional. Gamboa 
claims that article 18 of said law violates his client’s constitutional 
rights in that it limits their proof of damages (for the expropriation 
of the property) to the testimony of experts. The legal basis of his 
claim is far from clear, inasmuch as the parties were permitted to 
select their own experts, and the latter are apparently free to adduce 
any type of evidence in support of their claims, but this Embassy _ 
is not yet in possession of sufficient information concerning the points 
raised by Sefior Gamboa to determine whether there is any merit 
behind them. It is known that Gamboa claims that merchandise 

which belonged to his clients and which was stored in a commissary 

at “Waldeck” and in their warehouse at Limon was arbitrarily re- 
_ moved by political and military officials of the Government, and that 

no compensation was made therefor. He apparently contends that 
under the rules relating to the valuation of the properties which were 
expropriated, his clients are unable to introduce proof of these dam- 
ages. Gamboa ends his appeal in this fashion: “Against innocent 
victims of violations of law and justice perpetrated by other govern- 
ments, who, because of petty intrigues today have to endure the moral | 
and economic asphyxiation resulting from their inclusion in the 

_ (Proclaimed) list,—against these people, I say, the sovereign, con- 
stitutional Congress has unleashed all its force by means of an 
interminable series of laws without paying any attention to constitu- | 
tional restrictions, and forgetting thus that force without justice is 
tyranny.” Gamboa’s suit represents the strongest attack yet made on 
enemy property legislation in Costa Rica and on the measures taken 

| thereunder, Co 
| Government’s use of expropriated properties to raise funds— 

Defense Bonds.—In its efforts to raise further funds to continue | 
the work of the paving the streets in San José, the Government has | 

“ Proclaimed List. Oo | Oo | |
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| resorted to taking out “Cédulas Hipotecarias” on some of the ex- — 
| propriated properties and using these as security to borrow funds. a 

: These Cédulas are bearer mortgage certificates and are readily ac- 
ceptable in the local financial market. It is officially reported that 

| the Government has taken’ out cédulas in the value of 1,000,000 
(one million colones) on Waldeck, a large cacao farm expropriated __ 

| from Gmo. Niehaus & Co. and that the Government also intends to | 
| mortgage the coffee crop of Hacienda “La Caja”, the best. and most 
| valuable of the coffee properties, which was expropriated’ from — 

Hubbe Hijos (PL). 
The Government is also continuing to use Defense Bonds, which 

| were issued under the authority of law No. 26 of December 12, 1942, 
_ to pay off contractors and other creditors, although it is apparently ae 
| _ finding it increasingly hard to dispose of the bonds without a size- oF 
| able discount, which amounts in some cases to 80 and 35%. When 
| these bonds were originally issued, it was generally understood that j 
| they would be used exclusively as a means of payment for the ex- | | 

, propriated enemy properties, as well as a means whereby the Govern-  t 
| ment could have the use of frozen funds, which are required by 

, Jaw to be invested in Government securities. Instead, the Govern- 
| ment has resorted to disposing of these bonds by sale in the open 

market and in the manner described ‘above, ‘with the result that of 
| when the time comes to pay for the expropriated properties the 
: Government may be forced to put out a new’ bond issue. “Although _ 
| two quarterly interest payments have come due on these bonds since 2 

they were issued, no interest has yet been paid and the bonds are > : 
generally considered a risky investment. On the other hand, Sefior | 
Alberto Echandi, the Minister for Foreign Affairs, recently informed | ; 

| a member of this Embassy that he had invested funds of his own 
in these bonds, and that in his opinion the Government had made — | 

| a mistake in issuing these bonds, since they yield a high rate of : 
| interest: (6% per year)——-and represent a “profitable” investment for oF 
! enemy nationals. Sr. Echandi indicated that after the war it might ; 

be a good policy for the Costa Rican Government to borrow funds — | 
| from the United States at 3% for the purpose of calling in these | 

_ [Here follows a report on enemy trademarks and a proposed plan s—s—iét: 
| for the liquidation of Cia. Automotriz (Proclaimed List).] = | 

Campaign of Proclaimed List Italians for deletion from the List— | 
The Embassy has continued to receive letters from Italians included 

| In the Proclaimed List requesting reconsideration of their cases in- 
view of recent developments in Italy. Recently a local newspaper 
published an item to the effect that Proclaimed List Italians in Costa. __ 

| Rica were planning to organize a committee to make formal repre-
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sentations to the United States and Costa Rican Governments request- 
ing to be excluded from all controls and restrictions. This brought 
forth a formal statement from Sefior Echandi, Minister for Foreign 
Affairs, in which he asserted. that the recent armistice and other events 

concerning Italy had not altered the status of Italians in Costa Rica 

and that the attitude and policy of the Costa Rican Government. with 
respect to them had undergone nochange. Sefior Echandi’s statement 

| has apparently discouraged the Italians from further public agitation. 

_ Enactment of decree defining status of Spanish nationals in Costa 

Rica included in Proclaimed List—In response to pressure from the 

_ Spanish Minister in Costa Rica, who has long been seeking to induce 

the Costa Rican Government to exclude all Spanish nationals from 

economic and financial controls, the President has issued Executive 

Decree No. 73, dated October 22, 1943, which provides that for the 

purposes of article 3 of law No. 26 of December 12, 1942, Spanish 

nationals are to enjoy the same rights as Costa Rican citizens. It 1s 

unlikely that the Spanish Minister, or Pedro Surroca (PL) whom the 

former obviously sought to benefit, will be pleased with this “solution”. 

Article 3 above mentioned provides that Costa Ricans who are included 

an the Proclaimed List are subject to local controls provided they have 

engaged in some activity contrary to the interests of Costa Rica or its 

Allies. Inclusion in the Proclaimed List is evidently considered to 

give rise to a presumption of such activity since the burden of proof 

3s held to rest on the person who seeks to be excluded from the controls. _ 

| By decreeing that Costa Ricans and Spaniards are to be treated in the © 

same manner, therefore, the Costa. Rican Government has hardly 

improved the latter’s position, while freeing itself, of the charges of 

discrimination and treaty violation asserted by the Spanish Minister. 
eo a | .... Kueune Desvernine 

--740.18112A/23 re rc 7 

The Secretary of State to the Chargé in Costa Rica (Trueblood) 

No. 321 a _.. Wasuineton, November 22, 1943. 

The Secretary of State refers to the.Embassy’s despatch no. 608 of 
September 27, 19438, concerning procedures and policies with regard 
to the maintenance of the: Proclaimed List in Costa Rica and request- 

ing the Departmient’s views on the desirability of the plan proposed 

bytheEmbassy. Seales oO 

~The Department concurs in general with the views expressed by 
the Embassy in this despatch, particularly with regard to the desir- 
ability of maintaining the Proclaimed List in Costa Rica as an in- 

| strument of control. With regard to the policy to be followed in
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| recommending deletions from the List, the Department has the | 
| following comments to make: ee oe | : 

| _ Inthe case of the deletions of names included for cloaking activities, 
the following criteria are suggested : ae pe | 

| (1) The importance of the amount involved in the cloaking trans- : 
| action as contrasted to the size of the business or assets of the person : 

isted;. CO Pe ee | Ee | 
| (2) Whether the transaction was entered into with knowledge of 
| the possible consequences, or through ignorance or poor judgment; __ 

_ (38) In instances of repeated cloaking activities, the length of time 
: covered by the cloaking transactions and whether the person was | 
: warned by the Embassy before listing; = = => >. | : 
| (4) The political sympathies of the person and the attitude evinced 
| by himtowardthe United States; . is ote Bet See 

_ (5) Whether there are reasonable grounds to believe that these I 
cloaking activities would not be repeated subsequent to deletion. _ | 

With regard to persons listed because of their: political beliefs or 
| activities, it is not felt that deletions should be. recommended unless 
| there are reasonable grounds to believe that the. sympathies of the | 
| ‘person involved have actually undergone:a change and that the pro- 
| fessions of pro-Allied beliefs are not made for expediency. It is felt I 
| _ that the controlling factor should not be the lack of publicity given : 

| to their pro-Axis sentiments or affiliations, but rather the presence of : 
| a genuine change of sympathy, the severance of all Axis affiliations, 

and the belief by the Embassy that the persons involved will not in | 
| the future engage in inimical activities or the dissemination of Nazi 

| doctrines. a oS — a | 
Recommendations for deletion should, as stated by the Embassy, be __ : 

| considered individually in order that any curtailment of the List 

| resulting therefrom may be on a gradual basis. The Officer in Charge | 
is requested to report to the Department concerning any effect the | i 

| published deletions may have on Costa Rican public opinion. — __ | 

| DISCUSSION CONCERNING GOLD CLAUSE CASES IN COSTA RICAN | 

| 818.51/1061 : Telegram / | SO | 

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

| | | San José, March 24, 1943—10 a. m. | 
a ne - [Received 4:21 p. m.] — | 

| 268. Reference my despatch No. 655 [656] of August 15, 1942.4¢ ) 
| The Appellate Section of the Supreme Court yesterday ruled that the a:
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United Fruit Company is liable for the payment of some $200,000 in 

the so-called gold clause cases.*7 This decision which has not yet been 
published affirms the decision of the lower court which was reported 

in my despatch under reference and reverses the decision of the lower 

courts in one of the cases which had been previously decided in favor 
| of the United Fruit Company. __ Oo | 

On Monday afternoon the lower courts had ruled in favor of the 

‘United Fruit Company in two other gold clause cases. I am informed 

by the chief attorney for the company however that the decision of 

the Appellate Section of the Supreme Court will no doubt establish 
a precedent on which subsequent appeals will be decided. He informs 

me that there is one further course of action open to the company, 
namely, submitting an appeal from the decision of the Appellate.Sec- 
tion of the Supreme Court to the Court of Cassation which is another 
section of the Supreme Court composed of 5 judges rather than the 
3 making up the Appellate Section. The United Fruit Company will 

| make such an appeal within a few days. — | a 
I shall furnish the Department full details of the decisions by 

despatch as.soon as they are available. : | 
ree a Bs SCOTTEN 

818.51/1061: Airgram — ee ee | 

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

| 7 - Wasuineton, April 3, 1943—3 : 40 p. m. 

A-396. Reference your 268, March 24, 10 a. m. Please forward 
to the Department as soon as possible an English translation of the 
decision of the Appellate Section of the Costa Rican Supreme Court. 

Please also inform the Department by airgram (1) whether the 

| three judges of the Appellate Section sit also on the Court of Cassation, 
(2) whether the lawyers for the United Fruit Company believe that 

, the Court of Cassation will-uphold the Appellate Section’s decision, 
(3) whether these lawyers believe that the Appellate Section’s deci- 
sion if affirmed will constitute a denial of justice ® and if soon what _ 

| specific grounds, (4) whether the precedent established by the Appel- 

-4tThe “so-called gold clause cases” in Costa Rica referred to here were suits 
brought against the United Fruit Company and its subsidiary, Compafhia 

Bananera de Costa Rica, by banana planters who claimed that their original - 
sales contracts with those companies contained “sold clauses” which could be 
interpreted to justify a price increase on bananas following the United States 
devaluation of its gold dollar on January 31, 1934. a oo 

“Fnglish and Spanish copies of the decision were transmitted to the Depart- 

ment by the Minister in Costa Rica in his despatch No. 1688 of April 16, not 

Pe According to Green H. Hackworth, Digest of International Law, vol. v, pp. 

| 526-527, “Denial of Justice” may consist either of denial of access to the courts — 

| or of injustice at their hands. |
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| late Section’s decision if affirmed would not apply equally to many ft 
| _ other private contracts in Costa Rica, with consequent confusion and eo : 
| litigation, (5) on what grounds the National Bank of Costa Rica-is ) 

| relieved of its obligation to redeem its notes in gold coin (see your des-' 
| patch no. 402 of June 22, 1942 °). (6) whether the Government is likely | 
| to bring suit against the United Fruit Company. Be ete | 

: The Department is concerned at the decision of the Appellate Sec- : 
: tion, which is at variance with decisions of the Supreme Court in | 

interpreting this country’s policy regarding the important matter of _ ! 
| gold clauses in contracts. Moreover, the raising of the question of 

gold clause payments at this late date would appear to constitute 
| highly inequitable treatment in view of the time which has elapsed . ~— | 

_ and the whole course of dealings between the United Fruit Company | : 
| and Costa Rican citizens. Such a decision if upheld would obvi- _ 
| ously be a deterrent to other capitalists who might wish to invest in 
| ©ostaRica 0 | : 
| You may express the views set out in the above paragraph dis- 
_ ereetly and informally to President Calderén Guardia. PES Sa | 

| | a se awe oc. funn | : 

| 818.51/1072: Airgram - Be 
| _ The Minister in Costa Rica (Scotten) to the Secretary of State ; 

: : ea OE TE San José, April 14,1943—9:30a.m. | 
po ope ee —.. [Received April. 17—4 p. m.] 

A-575. Reference the Department’s airgram A-396 of April 38, Oe 
| 1948,3:40 pom PA UE Sed 

_ (1) The three judges of the Appellate Section of the Supreme Court — : 
_ do not sit in the Cassation Section of that Court; it being made upof : 

(2) The lawyers of the United Fruit Company donot know whether : 
| the Cassation Section will uphold the decision of the Appellate Sec- 
| tion. They point out, however, that three of the five decisions ren- 
| dered in the lower courts were favorable to the Company, but that the | 

| decision of the Appellate Section was unanimously against the Com-- sf: 
! pany in the two suits decided by it. ‘They also state that recourse to 

| Cassation is not an appeal with complete review of the case, but'a : 
limited recourse for revising errors of law and some errors of fact, 

| and that the Cassation Section sustains the judgement of the Appel- of 
| late Sectionina substantial majority ofeases. = = : 

-- (8) The lawyers for the Company have referred the matter of - 
| denial of justice to the office of the General Counsel for the Company 
| in Boston, but they state that they are convinced the litigation insti- 

, °° Not printed. | . OPGYE Fig Dav Uae segs oP pyc hbe bes oel egal, Sot Bo |
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tuted in these suits is purely speculative, and that the legal and 
equitable position of the Company is sound. oe | 

(4) The lawyers of the United Fruit Company believe that much 
litigation and confusion might arise as a result of an adverse decision 
by the Court of Cassation. They state that the courts in Costa Rica 

| might adopt the viewpoint that any contract executed in dollars 1s 
: subject to review on the grounds that any contract prior to 1934 con- 

templated the gold clause. They specifically mention the payment of _ 
dividends, interest, royalties or principal on dollar obligations dated. 
prior to 1934.. With respect to the confusion that might arise the at- 
torneys feel that an adverse decision in this case would upset: estab- 

| lished monetary policy of the United States, making the establishment 
of future monetary policy more difficult. 
They also point out that Costa Rica is enjoying the advantages of 

payment of its own gold dollar bonds in the present money of the 
United States rather than in the currency which existed prior to 1934. _ 
Or, in other words, Costa Rica is taking advantage of American mone-_ 

| tary legislation to reduce its own debts without wishing to concede the 
same advantage to debtors located within Costa Rica. | 

The Fruit Company lawyers also feel that courts in other countries. 
of the American Republics may attempt to extend the principle, which 
would be established by an adverse decision in this case, to any dollar 
contracts entered into prior to 1934 on the theory that such contracts. 

| contemplated payment in dollars of the gold content existing on the — 
date of the contract.. In this connection it should be pointed out that 
Sefior Gutiérrez, attorney for one of the plaintiffs in these cases, — 

has left for Colombia with the intention of instituting similar suits 
against the United FruitCompanyinthatcountry. - 

| (5) The National Bank of Costa Rica is relieved of its obligation to 
redeem banknotes of the Banco Internacional de Costa Rica, in gold, 
by internal legislation. In September 1914, conversion of these notes. 
was temporarily suspended by the Constitutional Law of the Banco: 

Internacional de Costa Rica, Article IX, which stated: “. . . * their 

conversion shall begin one year from the date of the signing of the 

peace, or previously if the Executive so rules.” However, converti- 
bility was not authorized, and various new laws were passed prolong-— 
ing the suspension of convertibility until Law No. 19 of April 11,1921, 
according to which all banks were obliged to exchange their banknotes: _ 

in accordance with Article 34 of the Banking Law. However, para- 

graph 2 of Article 1 of this law stated: “The Banco Internacional de 
Costa Rica shall be excluded from.the provisions of this law, and its: 

- banknotes shall be convertible in a manner established by a forth- 

. 5 Francisco de Paula Gutiérrez Mangel. | - OS 
52 Omission indicated in the original airgram. OS
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| coming law.” This law never appeared. In Law No. 64 of March 28, 

| 1933, it was stated : “Within a period of two months from the publica- | 

7 tion of this law, the Caja de Conversién shall pay its banknotes in | 

! accordance with their text; and after this period in banknotes of the | 

: Banco Internacional de Costa Rica conforming, on day of payment, | 

| to the official exchange rate fixed by the Special Board of Exchange | 

| Control”. The banknotes of the Caja de Conversién read: “Banco : 

| Internacional de Costa Rica—Caja de Conversiin— x Colones in 

gold coin of the United States of America or drafts on New York in | 

the option of the administrator at a rate of one dollar for each four _ | 

| -- This law was superseded by Law No. 16 of March 5, 1936. Article an 

| 3 of the Articulos Transitorios of this law states: ns be 

| “The Issue Department (of the Banco Nacional de Costa Rica) | 

| shall take charge of the assets and liabilities of the Caja de Conversion, | 

which shall be liquidated. = ae | | 
_ “Within a period of three months of the effective date of this law, 

| the Issue Department shall redeem the banknotes of the Caja de Con- | 

| versién in accordance with the regulations of Law No. 64 of March | 

| 28, 1933; after this period it shall exchange them for banknotes of : 

the Bank, at par, that is for face value in colones.” oO 

| (6) The United Fruit Company has been unofficially informed : 

that the Government does not intend to bring suit. However, this I 

| -does not bind any future Government not to do so. I have also been ~ : 

fs assured by the President that his Government will not sue the Fruit | : 

| Company, ; 
| _ [have noted that the Department authorizes me “to express dis- ! 

| - ereetly and informally” the -Department’s views to the President. 

In view of the seriousness of the present situation, and the distinct 

| likelihood that an adverse decision will be rendered by the Court — : 

| of Cassation, and in view of the fact that, in accordance with the _ 

| Department’s instructions Nos. 230 of July 4, 1942 and 336 of August 

| 10, 1942,5° I have already “informally” set forth the Department’s +t 

| views in the course of several conversations with the President on this : 

| subject, I feel that the Department may wish its representations made | 

by means of a formal note. This might serve the dual purpose of , 

| impressing upon the President the preoccupation of the Department, 

: and at the same time give him valuable backing which he could use | 

| in the conversations which he necessarily must have with the judges in , 

| the Court of Cassation. I am fully aware of the delicate issues in- 

: volved and the Department’s. traditional reluctance to intervene in | : 

| private lawsuits; nevertheless, the serious effect which an adverse | 

decision in these cases would have upon our interests, not only in | 

8 Neither printed. cae’ ee ! 

E
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- Costa Rica but also in many other countries, is such that the Depart- 

ment may feel justified in adopting a firm stand at this time. _ 
| , | Sorter 

-818.51/1072: Airgram , an BG Cat ce ae 

_ Lhe Secretary of State to the Chargé in Costa Rica (Reed) 

| oe - -Wasurneron, April 23, 19483—6 p. m. 

| A-434, Your A-575, April 14, 9:30 a. m., 1943. With regard to 
your point. (4), might not various purely domestic gold clause cases. 

| be instituted under this precedent and are there not therefore many do- 
mestic interests which see eye to eye with the United Fruit Company ? | 

_ Please inform the Department how soon the Court of Cassation’s 
decision may be expected. = - - a | 

The Department is not prepared at the present time to make formal 
representations to the Costa Rican Government regarding a matter 
which is still before the Costa Rican courts. You may, however, — 

_ proceed in the sense indicated in the Department’s A-396 of April 
| 83,1948, | ota - oe 

OS : = Hou. 

, S18.51/1081:Airgram 

Lhe Chargé in Costa Rica (Reed) to the Secretary of State — | 

Oo Saw Jost, May 5, 19483—10 a. m. 
. Received May 10—2 p.m] 

A-616. Reference the Department’s airgram No. A-434 of April 23, | 
| 1943, 6:00 p.m. According to an opinion furnished the United Fruit 

| Company by a prominent local attorney and economist, internal emer- 
gency legislation protects certain debts incurred prior to December 17, 
1931. However, according to this opinion, an unfavorable decision by © 
the Court of Cassation would open the way for gold clause suits with 
respect to: 1) the external debt of Costa Rica; 2) obligations of coffee 
growers and other exporters where contracts were executed in 
“eentavos oro americano”; 8) rental payments for real property 
stipulated in “centavos oro americano”; 4) other internal obli- 
gations executed in gold coin or with a “gold clause”, and 
executed after December 17,1981. = © _ 

_ As an example of the type of obligation which might become 
the subject of suit in the event of an unfavorable ruling, one 
of the attorneys of the Fruit Company checked local mortgage _ 
records, and found, from a cursory examination, some twenty- 
six mortgages which might be held to contain gold clauses. _ 

The attorneys for the Fruit Company point out that inasmuch as 
many of these mortgages were executed after 1933, and still use
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| the term “centavos oro americano”, it is further proof of their 

contention that the phrase is generally used to mean United States ee 

currency and not a gold clause. Attorneys for the Company are j 

looking into other types of internal transactions in order to determine | 

| -what other types of case might be considered to constitute material | 

for a gold clause suit, and I shall inform the Department of the result , 

of their investigations. OR Ben is 
It is expected that the decision of the Court of Cassation will be | 

| A second appeal of the Fruit Company before the Appellate Sece 

tion of the Supreme Court has also been handed down and was 

| unfavorable to the Company, as was the first decision. The attorneys | 

for the Company are preparing a digest of the opinion which I will | 

| forward to the Department as soon as it is available + 

ce a Wipe deeb Oo Ry Ee eS Reep ! 

| S1851/1078 : 

Memorandum by Miss Anna A. O’Neill, Assistant to the Legal Adviser : 
(7 ackworth) , to the Assistant Chief of the Division of the Ameri- we 

can Republics (Cabot) 

| ee [Wasutveron,] May 9, 1943. | 
|. Mr. Capor: I have studied the decision of the First. Appellate : 

| Section of the Supreme Court at San José of March 23, 1943 in the | 

: so-called “gold clause” cases and find briefly the decision to cover : 

the following points: _ ee Es ee | 
A. Two suits were instituted, one against the United Fruit Com- | 

pany of New Jersey and the other‘against the Compafiia Bananera 

de Costa Rica, of Wilmington, Delaware. Both suits were for the 

collection of a sum of money due as the difference in the price of - ; 

bananas received by said companies which difference is caused, by ( 

the devalorization of the dollar. es | 

The first suit against the United Fruit Company was for (esti- | 

| mated) the sum of six hundred thousand colones.. ($85,770.82 with | 

interest in the amount of $28,799.93.) _ og EE Ge : : 

|The second suit against the Compafifa Bananera de Costa Rica | 

“was estimated to be the same as that of the United Fruit” case. — : 

, The Compafiia Bananera de Costa Rica “acquired by purchase all 

| of the properties of the United Fruit Company in Costa Rica and _ 7 

took charge of the business of purchasing and exporting bananas, 7 

| which it did as amply as its predecessor had done”. (Page 5 _ 

Decision.) © BO a ee | 

| The decision dismisses both suits in so far as the United. Fruit 

- Company is concerned on the ground that after January 31, 19384 
the Company did not receive bananas from the plaintiff and that, 

po
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therefore, it is not liable for deliveries made to “a separate concern” 
(the Compania Bananera de Costa. Rica, its successor in interest). | 
 B. In the suit against the Compafifa Bananera de Costa Rica the 
Court held first that : ee hie | | 

1. In the execution of the contract of May 17, 1939 the Company 
‘by its terms provided that “all of the contracts prior to that date 
which the parties may have executed were cancelled. by virtue of the 
fact of executing the new contract” did not ipso facto exonerate the __ 
contracting parties from the responsibilities which they may have 
incurred during its existence “in as much as it was not a clear and 
definite remission with respect tothe matter”. (Page 11.) 
_ 2. The Court held that Article 9 of the contract: besides fixing the 
price in American gold cents permitted the purchaser to pay in drafts 
on New York or in money of the.country at the rate. of exchange. at 
which the Bank of Costa Rica, might purchase drafts of the same 
kind, thus instituting a “gold value clause”. The Court held that 
the use of the word “gold” revealed the intention of the parties to 

| establish a special guaranty clause and that its ordinary interpretation 
| has called for computation by reference to the value of the gold con- : 

tained .in the. money of the contract. The Court further stated that 
the gold clause “does not involve a rigid obligation to deliver coined 
money of a single monetary regime; it admits perfectly the alterna- 
tive of paying in another money, but taking into account the value of , 
the latter in relation to gold; and when this happens it is converted 
into a gold value clause, whether by agreement of the parties—as in 
this case—or by order of the judges in the event of impossibility of 
obtaining the metallic specie contemplated.” .. .54 In other words 
in accordance with the terms of the contract.the purchaser could pay 
the value of the fruits in American gold colones, or. its gold value in | 

—  eolones. | BT 
3. The company’s contention that it made good payment of the 

price for fruit purchased after the reduction of the gold content of | 
the American dollar with checks for the circulating money of the 
United States or with their equivalent in. colones at the official ex-. 
change rate for such checks and invoked the joint resolution of 1934 
and the laws passed in Costa Rica governing exchange control was 
not admitted. The Court held that the contract, which was executed 
and completed in Costa Rica, was governed by Costa Rican law “which 
in this case was the only one normally competent to fix the element | 
of payment of the contract.” SBR Pek BE 
. 4, The agreement concerning foreign money in the contract on 
which the suit was based was valid in the Republic “when it was made, 
during the execution of the contract and now that its faithful fulfill- 
ment is demanded.” It was further held that Costa Rican laws which | 
provided for other regulation for the control of exchange and export 
of gold and foreign bills and drafts did not do away with the principle 
of the validity of stipulation in foreign money in contracts of this 
nature. The Court stated: | we a 
_“Consequently in demanding of the purchaser the payment of the 

price in the foreign money agreed upon, taking into account the gold 

. § Omission indicated in the original memorandum. | ee 
' * Presumably House Joint Resolution 192, approved June 5, 1933 ; 48 Stat. 112.
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standard indicated beforehand by the contracting parties there is no | 
violation of local public order because this doesnot go against: the | 

| spirit of our monetary system which is, undoubtedly, that of main- _ 
| taining the unit and identity of:the colén in relation to: itself, in any | 
| eventuality, through the diverse monetary types it may experience.” 

_ 9. That when payment is made in a different money from that stipu- | 
lated, Article 771 of the Costa Rican Civil Code orders that the former _ | 

|. mnoney be computed according to the commercial and real value which : 
| it may have at the moment of payment, in relation to the money owed. ‘| 
| Inthis relation the Court stated:. | re en | 
| _ “Now, when the contracting parties choose gold as the standard of + 
; value by their express will, the comparison between the money of the | 

contract and that of payment must be made necessarily by reference : 
to the value of gold contained in the one and the other of said moneys. 
If the debtor finds himself in the physical impossibility of paying the ) 
money agreed upon, because the latter is not in circulation, as happens | 
here, and the gold agreement contracted is legally demandable here, } 
the clause really operates as a gold value clause and the payment is 
made by means of the delivery of a number of units of the new system = : 
whose price corresponds to that of the gold units which are owed. 
To determine the depreciation of a money in relation to a gold base, 
it is necessary to refer to the premium of the metal, not only because | 

| of dealing with a gold value which is perfectly determinable, but 
| because the implicit will of the parties is that the money of payment 

shall be equivalent to an amount of precious metal equal to that con- 
tained in the money of the contract. This criterion of parity of | 
coinage performs a very important office in North American decisions, | 

| where it is warmly praised. Consequently, to establish the difference | : 
| between two metallic systems, although one may be so ‘in theory only, | | 

as in the present case, recourse is had to par of exchange ‘which consists | 
of putting into proper relation the precious metal content of the units, 
as shown by melting down the coins, and establishing the relation 
between the values of the moneys to that of the quantities of precious : 

_ metal contained in them.’ (Nussbaum op. cit. p.111).” 
_ 6. The company was held to have failed to comply with its: con- | 
| tractual obligations and “by way of damages” was ordered to pay 
| interest at the rate of 6% per annum “from the date on which this | 

| judgment becomes final.” Oe. | | 
' In conclusion the Court decreed oe anne | 

“That the Compafiia Bananera de Costa Rica as successor in the | 
_ business and properties of the United Fruit. Company in this republic _ 
; is obligated in the terms of the purchase-sale contract which serves 
_ asa basis for this suit, executed by the United Fruit Company the 21 

of February, 1929; that the price of the bunches of bananas is fixed in 
; this contract in ‘cents American gold’ and, consequently, the letters | 
_ of exchange or the colones between which the purchaser might elect | 
| aS means or form of payment, must be the commercial and real 
+ equivalent of the money of American gold expressed in the contract _ ; 
; and contemplated on contracting; that after January 31, 1934 the ; 
; weight of the American gold dollar was reduced and the Compafifa 

| Bananera de Costa Rica received from the plaintiffs the sum of 243,339 
»  ¥ ‘count’ bunches, for which the former owes the latter. the sum of
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$84,317.05, or its equivalent in colones at the official rate of exchange on — 
the day on which payment is made, that is in relation to the weight 

of the money of gold stipulated and that of the money in which pay- | 

ment was made, the difference between the agreed price of the fruit 

delivered and the amount paid by the purchaser; that this same 

company owes plaintiffs, also, legal interest at six per cent per annum 

from the date this:judgment becomes final and, besides.the procedural 

costs of the suit which is declared to be proper. In all other respects 

_ the sentence appealed from is confirmed.” = = = | 7 

The litigation before the Supreme Court covering the so-called “gold | 

| case” was discussed in some detail in my memorandum of June 2, 

—-1942,°* a copy of which was made availableto you. 

_ In view of the importance of the litigation pending in Costa Rica, 

IT suggest that consideration be given as a matter of policy to trans- 

mitting a copy of the Costa Rican decision to the appropriate officials 

| of both the Department of Justice and the Treasury Department for 

their information and comment. ane re 

| It is possible that after the fruit company has exhausted its 

remedies in Costa Rica, the matter will again be referred to the De- 

partment in the form of.a diplomatic claim, at which time the Depart- 

ment should: have the benefit of the Government’s experts on this” 

| technical question, OS 

$18.51/1100: Telegram. we ; : - : | | | _ ar _ | a : fee 

The Ambassador in Costa Rica (Des Portes) to the Secretary — 
oe eae . of State ee | os co 

| | _ ee SAN Josh, July 15, 1948—7 p. m. 

- ee [Received 10: 59 p. m.] 

587. Reference my telegram No. 536, July 15, 11 a.m., and De- 

 partment’s airgram No. 396, April 3. The President has just in- 

formed me ‘that the Supreme Court decision was favorable to the — 

fruit company by a vote of 4 to 1 and that the decision will be made 

public early next week. wa 

ree ee ee Des Portes 

818.51/1115 vue ns : . oe — . | : oe | | 

| The Attorney General (Biddle) to the Secretary of State 

Co : One . a Co Wasuineton, September 7, 1943. 

My Dear Mr. Secretary: In accordance with your request, I am 

transmitting herewith a memorandum from Assistant Attorney 

_ 8 Not printed. | | | | - a / es . : - - 

° The Legation in Costa Rica was elevated to the status of Embassy on May 20, 

1948, when Ambassador Fay Allen Des Portes, succeeding Minister Robert M. 

| Scotten, presented his credentials to the Costa Rican Government. Oo oo
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| General Shea,® commenting upon the decision of the First Appel- 
| Jate Section of the Supreme Court of Justice, San José, Costa Rica, | 
| dated March 23, 1943, in the case of Jrma Peralta M onge de Sostov. — | 

United Fruit Co. | a OES See Oye! , 
2 | In 1929, the owners of two farms in Costa Rica contracted to sell | 

their banana output for a ten-year period to United Fruit Co., a | 
| New J ersey corporation authorized to do business in Costa Rica. 
| The United Fruit Co. agreed to pay, for each standard bunch of 
: bananas, fifty “centavos oro americano .. .% either in letters of ex- 

change on New York or. some accredited house in the United | 
| States . .. or in money of the country at the rate of exchange at | 

which the Bank of Costa Rica may purchase letters of the same kind,  —-_ 
| on the day on which the price may bepaid.” , oe | 
|. On January 31, 1934, the President reduced the weight of the gold | 

dollar,” pursuant to the Gold Reserve Law, from 25.8 grains to 
, 15%1 grains of gold. During the period of some five years following 

| this devaluation, the vendors delivered to Compafifa Bananera de 
/ Costa Rica, a Delaware corporation which succeeded United Fruit — 
| Co., some 240,000 bunches of bananas for which Compafifa paid | 
: the vendors some $120,000 by means of bank checks, a part in colones — 
| {the Costa Rican monetary unit) and the rest in American dollars. 
_ The vendors’ successor thereafter brought suit in the Civil Court of 
| San José, Costa Rica, to recover an additional sum of some $85,000, on 

the ground that payment was called for in the original gold dollar 
but had been made in a devalued dollar worth only about sixty | 
percent of its former value. The court entered judgment for plain- - 

| _ tiff, and the First Appellate Section of the Supreme Court affirmed. 
| __ There can be little doubt that the Costa Rican courts had jurisdic- 
| tion of the controversy and of the parties. Any criticism of the de- 
| cision must therefore be directed solely to its legal merits, and Assist- _ 

ant Attorney General Shea’s memorandum discusses the decision from 
| thataspect. a CY 

According to the Vew York Times of August 23, 1943, the Superior _ : 
| Court of Costa Rica—the court of last resort—has recently reversed _ 
| the judgment, holding that the contract did not contain a true gold : 
| clause, and that since the Costa Rican colones had not appreciated : 
| with respect to the dollar the plaintiff had not suffered any appre- __ : 
| tiable damage. Since the final decision in. this case is favorable to 7 

American business men who had entered into obligations to pay gold 
_ dollars in Costa Rica, the interest of your Department in the con- of 

” Francis M. Shea. — | ee A SE *“ Omissions indicated in the original letter. — ° : | 
i “ Action taken by Presidential Proclamation No. 2072, January 31, 1934. For | | (ot) 1 ort of State, Press Releases, February 8, 1934, p. 66, or 48 Stat. : :
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troversy may have terminated. However, in view of the fact that the 

principles involved in this litigation. may arise in other countries in 

which American firms have undertaken similar contractual obliga- 

tions, the enclosed memorandum from Assistant Attorney General 

Sheamayproveofvalue. = = a Sass oo 

Sincerely, = Franois Bippie - 

| 818.51/1127 , Be ° . , Cob es / 

‘Phe Assistant General Counsel of the Treasury Department (Luaford) . 

to the Acting Chief of the Division of the American Republics 

(Walmsley) a 
| — Wragurneron, December 11, 1948. 

Dear Sir: Reference is made to your letter of June 2, 1943, en- 

closing a copy of a translation of a decision of the First Appellate 

Section of the Supreme Court of Justice of Costa Rica, relative to 

| litigation involving a. “gold value clause” in contracts to which 

American firms are parties. I regret the unfortunate delay in reply- 

ing to your letter. / | | , a : | | 

This opinion has been carefully considered. It would appear that 

some of the statements contained therein, such as that the purpose of 

| the Joint Resolution of June 5, 1933, was to increase the prices of 

agricultural commodities and that the purchasing power of the dollar 

was reduced after the monetary reforms at that time, may be inac- 

curate. However, it does not appear that these matters were essential 

to the decision reached by the court. | a 

The fundamental conclusion that the contracts involved are gov- 

erned by the law of Costa Rica would appear to be legally justifiable, 

and the fact that the Costa Rican court did not give effect to the 

Joint Resolution of June 5, 1933, as a matter of comity, is hardly 

subject to criticism in view of decisions of our own courts in cases 

involving similar statutes of other countries. See Central Hanover 

Bank and Trust Company v. Siemens & Halske Akt. (S. D. N. Y. 

: 1936) 15 F. Sup. 927, afd per curiam (C. CO. A. 2d 1936) 84 F. (2d) 

993, cert. denied (1936) 299 U. S. 585; Barnes v. United Steel Works — 

| Corporation (N. Y. 1939) 11 N. Y.S. (2d) 161; Deutsch v. Gutehoff- 

nungshutte Akt. (N. Y.1938) 6 N. Y. S. (2d) 819; Anglo-Continentale 

 Treuhand, A. G. v. St. Louis South Western Ry. Co. (C. ©. A. 2d 

1936) 81 F. (2d) 11, cert. denied (1986) 298 U.S. 655. | 

| Very truly yours, Anger, F, Loxrorp | 

* Not printed. | . | Se



| COOPERATION BETWEEN THE UNITED STATES AND CUBA REGARD- . 
! ING CERTAIN MILITARY MEASURES FOR HEMISPHERE DEFENSE’ 
! 837.30/54 | | Oo oo a oe | 

| ‘The Secretary of State to the Secretary of the Navy (Know) — | 

oo oo - a Wasuineron, December 17, 1942. _ 

_. My Dear Mr. Sucrerary: I refer to Mr. Forrestal’s* letter of 
_ December 5, 1942 enclosing draft of a proposed supplementary agree- — 
' ment for naval cooperation between the Cuban Navy and the Gulf 
' Sea Frontier Command of the United States Navy.? It is observed 
_ . from the letter that representatives of the Cuban Navy have indicated 
| informally their approval of the proposed agreement, and it is sug- 
| gested’that the draft might be discussed during the visit of President | 
_  Batista*of Cuba. ~ re 7 
p _ Although it was not found convenient to discuss the proposed agree- a 
' ment with President Batista during his stay in Washington, the draft | | 
’ agreement was shown to the United States Ambassador to Cuba‘ last 
_ week, and he indicated his readiness to take it up with the appropriate. | 
_ Cuban authorities on his return to Habana, probably the end of this 
| weekorthebeginningofnext week, 8” po gee ees 

- I shall be glad to keep you informed of any developments which are 
_ reported by our Embassy at Habana. =~ a 
» Sincerely yours, For the Secretary of State: 

| oe Ce oe - os oe _ SUMNER WELLES | 
| re «Onder Secretary 

' 837.30/71. HS : a SO a 

The Ambassador in Cuba (Braden) to the Secretary of State | 

No. 2113 es s,s HHapawa, February 2, 1943. 
pot eS es Received February 8.] 

Sm: Referring to my telegram No. 70 of February 1, 4 [5] p.m. 
_ reporting the signing at noon yesterday of the Supplementary 

» + Continued from Foreign Relations, 1942, vol. v1, pp. 258-289. 
a “* James V. Forrestal, Under Secretary of the Navy. we, 
2 ? Neither printed; in his letter of December 5 Mr. Forrestal explained that 
4 the enclosed draft agreement was being proposed with the purpose of effecting 
3 closer naval collaboration through the operation of a United States naval mis- 
: sion to Cuba and an over-all direction of Cuban naval forces by the United States | 
: Naval Commander of the Gulf Sea Frontier (Comgulf). ees . 
j *Fulgencio Batista y Zaldivar. | | . . co 
: * Spruille Braden. a - | 
i *Not printed. | | a | 

_ 461-035—64——10 __ ce 135
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: Agreement for Military and Naval Cooperation, I have the honor 
to enclose the original signed texts in Spanish and English, together | 
with copies thereof for the Department’s use. The full powers *® 
issued by President Batista to the Minister of State’ is enclosed 

| with the signed text of the Agreement. If the Department plans to 
prepare.a printed text, I should appreciate receiving ten copies thereof 

for theuseofthismission, = = = ee, SY 
[Here follows a brief statement concerning the signature of the 

| Agreement, the press release, and the omission in the Agreement of 
a, clause considered by the Ambassador as vague and unnecessary. | 

- Respectfully yours, —.s SpRUILLE. BRADEN © 

| [Enclosure] | Oo 

Supplementary Agreement for Military and Naval Cooperation — 
Between the Governments of the United States of America and of — | 

— Cuba — | ee So! 

The Governments of the United States of America and ‘of the 
| Republic of Cuba concluded on September 7, 1942, an Agreement , 

for Military and Naval Cooperation,’ Article IV of which provides 
- that the Governments of the United States of America and of the 

| Republic of Cuba will act in mutual accord. to adopt, from time to _ 
time, such supplementary revisions of said Agreement as may be 

| necessary, or as may be indicated by experience, provided they are 
equally needed, to provide satisfactory procedure or regulations cov- : 
ering questions which may require additional clarification or improve- 

| ment, including agreement as to details relative to the relationship 
and cooperation between the Armed Forces of the United States of 

America and of Cuba with respect to the execution of measures al- 
| ready agreed upon. eee | - 

It being necessary for the most effective cooperation in the joint 

war effort to expand the Agreement: for Military and Naval Coopera- 

tion dated September 7, 1942, the Governments of the United States _ 

of America and of the Republic of Cuba have agreed to enter into a 

Supplementary Agreement, and have for this purpose appointed 

| as Plenipotentiaries: _ ee ee | Bo 

- His Excellency the President of the United States of America: _ 

Spruille Braden, Ambassador Extraordinary and Plenipoten- | 
tiary of the United Statesof America: © | 

| -. His Excellency the President of the Republic of Cuba: | 

José Agustin Martinez-Viademonte, Minister of State of the | 
 RepublicofCuba; = ©. 3 ee 

-  *Not printed. : ng 
7 José A. Martinez-Viademonte. an 

* Foreign Relations, 1942, vol. vi, p. 283. : |
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- Whe after having exchanged their Full Powers and having found | 

them to be in good and proper form have reached an agreement with — | 

respect to the following articles: | gee Oe 

a Nawal Cooperation ; 

, As a contribution to the successful prosecution of the joint war 

| effort, the Government of Cuba shall authorize the Chief of the Gen- | 

eral Staff of the Cuban Navy to assign, on temporary duty and when- 

ever the needs of the service so require, a number of surface vessels, a 

commanded by officers of the Cuban Navy, for operation under the © | 

, general direction of the Commanders of the Sea Frontiers of the 

United States Navy. aha, “Attica Tr Be CON | 

a Oe Ses. Logistic Support OB Ba 

‘The Commander of the Gulf Sea Frontier will be responsible for 

the logistic requirements of those Cuban vessels assigned for opera- — 

tions under his direction. By mutual agreement between the Com- 

mander of the Gulf Sea Frontier and the Chief of the General Staff 

of the Cuban Navy, fuel and supply depots will be established in Cuba 

at locations considered necessary for an efficient operation. _Con- 

| sumable supplies, including fuel and lubricants, furnished by the 

-. -United States for the operation of Cuban vessels, shall be delivered to 

the Cuban Navy under Lend-Leaserequisitions. == ss 

a _- Method of Naval Collaboration : oe 

_ Naval collaboration between the Cuban Navy and the Commander of 
the Gulf Sea Frontier will be effected by means of a United States 

Naval Mission to Cuba. This Mission shall continue until cancelled — 

upon the initiative of the Government of the United States or of the 

GovernmentofCuba. sq . Pe bye | 
| | _ Arricte IV | es 

— Composition and Personnel of the Mission = = | 

__'This Mission shall consist of a Chief of Mission with the rank of _ 

‘Captain or Commander or Lieutenant Commander on active service 

in the United States Navy and such other United States Naval per- 
| ‘sonnel as it may be agreed subsequently to appoint to form a part of 

said Mission. OST ale | aS 
Ree ARTICLE V | | | | 

| _ Duties, Rank and Privileges of Naval Mission Personnel we 

w) The Chief of the Naval Mission shall be attached to the General / 

Staff of the Cuban Navy as technical advisor to the Chief of the Gen- 
eral Staff of the Cuban Navy. In addition, the Chief of the Naval | 

- Mission shall be the representative of the Commander of the Gulf Sea ©
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Frontier in all matters pertaining to Naval cooperation between the 
Naval Forces of the United States and of Cuba. ae | 

b) The personnel of the Mission shall perform such duties as may be. 
agreed upon between the Chief of the General Staff of the Cuban Navy 
andthe ChiefoftheMission. | | | 

c) Each member of the Mission shall serve thereon with the rank 
he holds in the United States Navy, and wear the uniform thereof. 
~ @) Each member of the Mission shall be entitled to all privileges: 
and benefits which the Cuban Regulations provide for Naval officers: | 
and enlisted personnel of corresponding rank. | mo 
- @) The personnel of the Mission shall be governed by the disciplinary 
regulations of the United States Navy and shall be responsible solely 

| to the Chief of the Mission in disciplinary matters. | 
| 7) All expenses in connection with the Naval Mission shall be paid = 

by the United States. | a 
- g) The Government of Cuba will provide suitable office space for’ 

_ the use of the members of the Mission. — | a 
kh) Without prej udice to this Agreement, the personnel of the Naval’ 

Mission may be ordered to additional duty on the Staff of the Com- 
mander of the Gulf Sea Frontier. =~ oa, 

_ 4) The Government of Cuba through the medium of the Minister 
of the Treasury shall issue pertinent orders for exempting articles. 
imported into Cuba for their personal use by members of the Naval 
Mission from the payment of Cuban customs duties and other fees and _ 
charges, and for the free circulation of their automobiles. | | 

oC Arnicee VI : 

: Duration of the Agreement 

- This Supplementary Agreement shall become effective immediately 
and its duration, without prejudice to the provisions of Article III, 
shall be the same as that of the Agreement for Military and Naval | 
Cooperation concluded between the Governments of the United States 

of America and of the Republic of Cuba on September 7, 1942. . 
Done and signed in duplicate, in the Spanish and English languages, 

in the City of Habana, on this first day of February in the year nine- 
teen hundred and forty-three. EER Ta 

| a _ For.the President of the United States of America: 
7 (Sprurntz Brapen) a 

| _ - Ambassador Extraordinary and | | 
. | ... Plenipotentiary of the — | 

United States of America . : 

-. » .. Forthe President of the Republicof Cuba: © - 
SS (J. A. Marrinez) | | 

Cs oo Minister of State Oo -
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Memorandum by Mr. George F. Scherer of the Division of the - 
oS American Republics? SES 

a : os _ [Wasutneton,] March 6, 1943. _ 
The Embassy at Habana has submitted for the Department’s con- 

‘sideration an additional draft agreement ® with Cuba (in effect are 
agreements of June 19, 1942;%° September 7, 1942;" February 1, 
1948) which has been found necessary, to iron out several minor | 
problems. The draft has received general approval in the Cuban 
Ministry of State, although it is likely that it may suggest some specific = 
changes; oo | 

The purpose of this agreement is to broaden the scope of certain ~ 
‘articles of previous agreements and to include such new commitments 
‘as may be desirable. The summary that follows may be helpful in 
indicating the suggested changes from existing agreements. | 
_ Col. D. B. Wilson * has suggested that the War Department might | | 
‘wish to draft, for inclusion, an article bringing up to date the use and | 
“purpose of the Batista Airport at San. Antonio de los Bafios, since it 
is no longer to be used for training British bombardment crews. I am 
‘endeavoring to send copies of the draft agreement to.Col. Wilson and 
to Navy, SO 

The Embassy has suggested possible revision of Article XII of the | 
vagreement of June 19, 1942, which provides for a joint United States- 
‘Cuban claims commission, to conform to United States Actof January 
2, 1942,“ providing for settlement of foreign claims not over $1,000 - 
‘by a unilateral United States Commission, Mr. Yingling of LE ® is 
already familiar with this matter and his ideas on adjusting the 
‘apparent existing conflict will be most helpful. De 

__ The Embassy’s draft requires the exchange of full powers, which | 
IT hope may be avoided as I feel the subject matter does not warrant 

_ reference to the White House. Furthermore, Article IV of the Agree- — 

8 Addressed to Philip W. Bonsal, Chief of the Division of the American Repub- | 
| dics, and Willard Barber of the same Division, and to Orme Wilson, Department 

_ Liaison Officer. Notation by Mr. Barber at end of memorandum reads: ‘“Com- 
ment: There are 3 agreements already, the most recent on Feb. 1, 1943; (1) I do | 

_ not see that it is necessary to have another equally formal document now. (2) 
‘The Cubans do not seem to have asked for it. : (8) The exchange of notes could | 
-accomplish most of the desired ends. (4) It does not appear necessary for the : 
claims and tax exemptions to be held so secret. W. Barber”. “ 

*Dated February 25, 1943; transmitted to the Department in Embassy’s 
despatch No. 2314, February 26, not: printed. a, = 

* Foreign Relations, 1942, vol. vi, p. 267. co pe | 
“YTbid. p. 288.00 Us a | | 

=? Supra. ers oe Ls . 
18 Donald B. Wilson, Latin ‘American Branch of the Theater Group of Opera- : tions Division, War Department General Staff. Of 
B55 Stat. 880. 7 
“Raymund T. Yingling, Assistant to the Legal Adviser, =~ |
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ment of September 7 ; 1942, provides specifically for supplementary 

- yrevisionsoftheagreement. = ©) | | 

U-L* may wish to arrange a meeting of the interested persons 

once they have had an opportunity to study the text. oe 

Oo a a Torres FOR New AGREEMENT - | - 

| Suggested Commitment oe Present Commitment — | 

On ae - -‘ Free Entry (Art. I) : 

Cuba, through its Treasury, to Art. [V-—Agreement of June 19, 
exempt from duties: = - +=: 1942 Free entry of materials: 
(a) 1. Materials, etc. for U.S. and personnel [ personal? | effects 

| military and naval for San Antonio de los Bajos 
.  forees; zone. ee 

_ 2 Personal effects of U.S. Art, II—Agreement of Septem- 
_ personnel attached to ber 7, 1942—Free entry of ma- 

- U.S. military or naval terials consigned to U.S. Govern- 

uns; _, ment or-official agency thereof. 

| 3. Goons consigned ‘0 US. Art. V—Agreement of February _ 
eo jons—— 4, 19483—Exemption for Naval — 

paige ee , Mission personnel as in (@) 2, | 

(6) | Consular fees not required — plus free circulation of their 

on U.S. military or naval guytomobiles. | —_ 

| ‘projects and other projects Art, VII—Agreement of June 
_ considered necessary to war 19, 1942—No fee or tax charge- 

effort. ee able for motor vehicles (U.S. or 
(6) P ermit bonded shipments to pelonging to San Antonio de los. 

| Guantanamo through any afios personnel). oe 

Cuban port. — | 

Comment—The underlined phrase of (0) above appears to include 
other than strictly military and naval projects (such as Nicaro Nickel 

_ Co. for example) and should therefore be deleted, as improperly in- 

| cluded in a secret military-naval agreement. re 
Section (6) refers to consular fees ( facturas consulares), which 

means, I judge, that exemption from both the fee and the invoice itself 
isanticipated. : | a | 

Paragraph (c) is excellent as the present procedure of requiring 
| direct shipment to U.S. Naval Operating Base at Guantanamo from 

- United States is cumbersome. I would like to see this arrangement 

| - Suggested Commitment | | Present Commitment | : | 

7 Taxation (Art. I) ee 

Exemption from direct taxes for Art. V—Agreement of June 19, — 
- U.S. armed forces and civilians 1942—Same as in suggested com- 

engaged in construction or opera- mitment, but limited to S A de 
tion of U.S. military ‘or naval los Bafloszone. | 

16 Department Liaison Officer, assistant to the Under Secretary of State. | |
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7 Communications (Art.TTI) | 
Establishment and operation of Art. VIII—Agreement of June 
essential U.S. military communi- 19, 1942—Same as in suggested: | 
cations: for military and naval commitment but limited to S A | | 
units in Cuba,” delosBafioszone. pe BEET OE ES | Art I (e)—Agreement of Sep- | 
AES STG ANS soe RES tember 7, 1942—Authorization of _ 
Oe cP ne ee Se ek military communications estab- 
ee Jishment for shore detachments: 

| | , Military J urisdiction(Art.IV) 

U.S. military and naval personnel Art. [X—Agreement of June19, 
committing offenses against Cuban 1942—Fugitives in zone but not 
law to be tried and punished by _ belonging to it to be delivered to. _ 
U.S. military and naval authori- Cuba. Fugitives belonging to 
tie. = = gone to be delivered to U.S. au- 

| tho rities. | | | 

_ . Comment—This suggested article should have, I expect, careful | 
study as it refers to matters of civil and criminal jurisdiction and. — 
departs definitely from the present commitment. I believe the sug- __ 
gested form would be satisfactory to War and Navy. CS oe | 

| Suggested Commitment Present Commitment 

Post Office Facilities(Art.V) ago 

Extension of facilities for use of Art. X—Agreement of June 19, 
all U.S. military and naval units 1942—U.S. Post Office estab- 
and personnel in Cuba. _ _. lished at San Antonio de los 

_ Lhe Ambassador in Cuba (Braden) to the Secretary of State 

| | | | Hazana, May 24, 1948—5 : 35 p. m. 7 
eo Bee oe _ [Received May 26—4p.m.] 

_  A-998. Reference Embassy’s despatch No. 2314 of February 26, 1943." SS, a See 

_ Prime Minister ** and Foreign Minister on April 22 indicated in- 7 
___ terest in concluding supplementary agreement for military and naval 

cooperation as soon as possible. Only difference between draft pro- | 
posals of Embassy and Foreign Office relates to question of military _ 
jurisdiction. While I doubt that Cuban Government would be willing 
to sign a formal agreement giving jurisdiction to our military au- 
thorities in Cuba ( as proposed in Article IV of our draft proposal,. 

1 Hmeterio Santovenia replaced José A. Martinez-Viademonte as Foreign: 
Minister on March 6. ede We th ce te lee
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copy of which was enclosed with’ Embassy’s despatch No. 2314) all 
cases against United States soldiers and sailors have, thus far, been 
quashed in the courts and our military and naval authorities have 
taken pertinent disciplinary action. Prime Minister and Foreign 
Minister will probably seek to continue this policy, thus giving usin 
effect—but not by formal agreement—the jurisdiction which we desire. 

. [should appreciate therefore receiving early instructions from De- 

partment so that negotiations may be resumed while Prime Minister 

and Foreign Minister are interested and are disposed to look with 

- favor on most of the proposals made in our draft. — | 

a veers ye | a es _ Bravpen 

$37.822/20: Airgram _ | o Ss Po Tah 

The Chargé in Cuba (Briggs) to the Secretary of State 

| Hazana, June 25, 1943—1 : 55 p. m. 

Received June 28—4p.m.] 

_, A-1256. Buoys, lights and other aids to navigation in a number of 

Cuban harbors are either missing or functioning irregularly. Naval 

Attaché 2° has been trying for many months to have Cuban Navy im- 

prove the situation but without success. Ambassador sent long memo- 

: randum 2! on this subject. to Prime Minister on May 28 but despite 

latter’s many promises no action has been taken. 

_ Ambassador and Wilcox,?? WSA representative in the Embassy, 

| discussed this matter recently in Washington with Admiral Land * 

| (see memorandum of conversation dated June 9, 1943 ** copy of which 

was forwarded to Embassy by Department) and it was agreed that 

WSA would make available materials, etc. for the replacement of 

| markers, utilizing the technical assistance of Admiral Weyler,” Com- 

mandant of the United States Naval Operating Base at Guantanamo 

Bay, 
| After the return of Wilcox from Washington I wrote to the Prime 

Minister under date of June 19” stating that the United States Gov- 

ernment would install these aids to navigation if agreeable to the 

| Cuban Government. The Prime Minister has now consented and | 

| Admiral Weyler is sending an officer to survey Nuevitas Bay where the 

situation is most urgent. es oo eee 
_ Wilcox sent telegram HAB 112 on June 18 * to Westerlund,* WSA, 

Washington, to request Commandant of Coast Guard to instruct sur- 

-. ®Gol. Hayne D. Boyden. [OSE ao 
*Notprinted. oo | tae a ve 

#2. L. Wilcox, Director, Caribbean District, War Shipping Administration. . 

72 Hmory S. Land, Administrator, War Shipping Administration... .- = 

, ** Memorandum by George F. Scherer of the Division of the American Republics, 

| not printed. a cg ep dee ee 8 

= Adm. George Weyler. - SO core ee lg 

2 W.N. Westerlund, Assistant Deputy Administrator. SO |
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vey vessel now at Guanténamo Bay to remain here under Weyler’s: 
direction to assist survey and installation of markers and. buoys.. 
Westerlund has just replied stating that survey vessel comes under 
jurisdiction of Hydrographic Office and suggesting that Weyler make: 

formal request to Navy Department, which is being done. = 

I should greatly appreciate it if Department would discuss this: — 

matter with WSA and Navy Department with a view to insuring © : 

| early action as the case is urgent. Liberty vessels cannot at present 

enter Nuevitas Bay with any safety and similar situation exists at 
other ports, which will be surveyed as soon as possible = 
ee sages aby Oe  Briees. 

837.30/74 | rr re ee 

‘The Secretary of State to the Chargé in Cuba (Briggs) 

No. 1875 = ~~ Wasuineton, June 380, 1948. | 

Sm: The Department again refers to the draft supplementary 
agreement for military and naval cooperation between the United 
States and Cuba submitted with the Embassy’s despatch no. 2314 of 
February 26, 1943.27 With the exception of Article IV which relates 
to military jurisdiction and was covered by its instruction no. 1574 | 
[1754] of June 5, 1948,2° the Department approves the agreement. | 

| It also has the approval of the War and Navy Departments. | 
‘It is suggested that there be substituted for the article on military | 

_ jurisdiction an article relating to claims reading as follows: | | 

| .. ArticLte IV 7 Ete EMS 

| a res Claims : a 7 | 

All claims for damages to persons or property of Cuban nationals 
resulting from acts of members of the armed forces of the United 
States in Cuba shall be submitted to a Claims Commission established 

- in accordance with the Act of Congress of the United States approved 
January 2, 1942 (Public Law 3893—Seventy-seventh Congress), as 
amended by the Act approved April 22, 1943 (Public Law 389— | 
Seventy-eighth Congress ”*). This article shall supersede Article 
XII of the Agreement for Military and Naval Cooperation, signed | 
at Habana June 19,1942, a a | | 

Article XII of the 1942 agreement is objectionable because it is 
confined to claims of a particular category instead of including all | 
claims arising out of acts of members of the armed forces and because 
the Department cannot by executive agreement clothe a joint com- | 
mission with jurisdiction to settle definitively claims against the _ 
United States of the kind referred to. Provision for the settlement 

7 See footnote 9, p. 189. | 
* Not printed. | 
° 57 Stat. 66.
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of claims for injury to persons or property of inhabitants of foreign  =— 
countries by members of the armed forces of the United States has 
been made in the Act of Congress approved January 2, 1942, as 

_ amended by the Act approved April 22, 1948. These Acts provide 

for the establishment of military claims commissions to adjudicate — 
| and settle such claims. Some time ago the War Department sug- 

gested that we endeavor to have the Cuban Government consent to 
the abrogation of Article XII because it did not feel that it could 
legally appoint persons to membership on the joint commission or | 
make payment of its awards. Under the amended Act, claims up to 
$5,000 in amount can be settled without reference to Congress and 

| the Secretaries of War and Navy are authorized to certify to Congress 
_ for payment claims in excess of that amount. | | 

It would seem that these Acts of Congress provide: a more’ ex- 
peditious and satisfactory method of settling claims than the joint — 

- commission provided for in the 1942 agreement. It would, of course, | 
be open to Cuba to decline to accept offers of settlement by the mili- | 
tary claims commissions or by the Secretaries of War or Navy 
and to present the claims through diplomatic channels. In view of _ 
the experience of the claims commissions. in other: countries, how- 
ever, it is believed that there will be no occasion for presenting 

_ diplomatic claims. Individual claimants are, of course, free to ac- 
cept or reject the commission’s awards and any legal remedies open 
to them in the courts are not interfered with = | 

Since the proposed Article IV is broader in scope than the article | 
in the 1942 agreement and awards made under it in cases under 
$5,000 can be promptly paid from available funds without reference 
to Congress, it is believed that the Cuban Government will have no 
difficulty in appreciating the superior merits of such an arrangement. 

- It is suggested that the form of the supplementary agreement be | 
- changed. The Department sees no necessity for an exchange of full 

‘powers and feels that the arrangement might appropriately take 
the form of a note addressed by the Embassy to the Minister of 
State setting forth the several articles and concluding with a state- 
ment that if these articles are acceptable to the Cuban Government, 

| a note from that Government so stating would be regarded as placing 
_ the agreement in effect. An alternative method would be.to in- 

corporate the agreement in a single document to be signed by the 
_ Ambassador and the Minister of State on behalf of their respective 

Governments. Whichever procedure is preferred by the Cuban Gov- 
ernment might be followed. Ee 

The following changes in the text of the proposed agreement are 
suggested. Replace “Agreement of September 7, 1942” in Article I
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by “Agreement for Military and Naval Cooperation between the 
Government: of the United States of America and the Government | 
of the Republic of Cuba signed at Habana, September 7, 1942”. Re- 
place “Government of Cuba” or “Cuban Government” wherever used 

‘by “Government of the Republic of Cuba”. Replace “United States 
Government” wherever used. by “Government of the. United States. 
of America”. Replace “United States” and “Cuba” wherever used 
by “United States of America” and “The Republic of Cuba”. In | 
Article V after “cooperation” insert “between the United States 
of America and the Republic of Cuba”. _ an ES | 

Verytruly yours, §  .~~:«~*For the Secretary of State: 
ae ys ewer Ras toh eee 2 A. A. Brrwz, JR. 

— $887.20/279 pe gs , an 

-. The Ambassador in Cuba (Braden) to the Secretary of State 

No. 8948. He LE Lane RNY : Hazana, August 5, 1943. | 

- ee ee eee re ages [Received August 9.] 

_. §rr: I have the honor to refer to the Embassy’s despatch No. 3916 | 

of July 24, 1943, on the subject, “Industrial Areas in Cuba to be 
declared War Zones”. The decree mentioned in the last paragraph of __ 
this despatch has now been published in the Official Gazette No. 424 a 

of July 26, 1948, and copies are enclosed herewith.” ee a 
This decree will enable the Cuban Government to set up a security a 

zone for the Nicaro Nickel project,®* a course of action desired by the — | 
_ Department and by the Embassy for some months past. The decree, — 

however, is very much more extensive than would have been required — 
by the Nicaro project alone and places in the hands of the Govern- 

| ment potential control over the economic life of the country. The 
Embassy, in the course of its repeated representations to the Prime 
Minister and other officials of the Government, has been careful to _ 
stress the fact that our Government is—at least for the present—in- _ 
terested in the creation of a security area only at Nicaro and that the 
possibility of providing military control over other areas is one to | 
be decided entirely by the Cuban Government. = = | 

Respectfully yours, §# = = ~~~. For the Ambassador: 
ee ee ss Garrer G. Ackzrson, JRO 

Sor etary of Embassy os 
“Not printed. a ee 

-* Decree No, 2154, not reprinted. i 
3A defense plant being constructed at this time by the United States Govern- | 

ment to supply nickel and related materials, under the direction of the Metals 

Reserve Company. = Oe ee OS OS
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837.30/88 oe vote bs a a | 

_ Lhe Ambassador in Cuba (Braden) to the Secretary of State — , 

No. 4482 Hapana, September 8, 1943... | 
oo Received September 13.] 

Sm: I have the honor to refer to the Department’s instruction No. 
1754 of June 5, 1943 ** in regard to the incorporation of an article _ 
covering military jurisdiction over members of the armed forces of 
the United States in Cuba in the draft supplementary agreement for | 
military and naval cooperation between the United States and Cuba. 
submitted with the Embassy’s despatch No. 2314 of February 26, 1943.3 
- The attitude of the Prime Minister and the Minister of State, as: 
recently expressed informally, is to the effect that as a practical 

_ matter, taking into consideration the Cuban Constitution and treaty 
procedure, it would be preferable not to include an article on military 

jurisdiction over members of the armed forces of the United States 
in Cuba in the draft supplementary agreement for military and naval — 
cooperation between the United States and Cuba or to reach an agree- 

, ment independently on the subject by an exchange of notes but rather 
| to continue the status quo in force. Up to the present time, there has 

been. little difficulty encountered with respect to the prompt sur- 
rendering to the competent. American military or naval authorities 

for adjudication of their cases of members of the armed forces of the _ 

_ United States whom the Cuban authorities have detained. The 
present. arrangement, therefore, appears satisfactory to both the 
American and Cuban Governments and consequently the Embassy 

| is taking no further action in the matter at this time. 
Respectfully yours, ==> —.,. Sprumie Brapen 

S37.711/111: Telegram Tp os 

The Secretary of State to the Ambassador in Cuba (Braden) - 

| _-Wasutneton, September 20, 1943—7 p. m. 
868. Your A-1815, September 1, 8:30 a. m.** The President has 

allocated to the Department, from the appropriation entitled 

“Emergency Fund, for the President, National Defense, 1942-1944” 3 
the amount of $150,000 to be expended by the Department in con-. 

nection with emergencies affecting the national security and defense, 
for reimbursement to the Government of the Republic of Cuba for 
all necessary expenses incident to the establishment and maintenance 

| of postal censorship of the mails in Cuba during the fiscal year 1944.. 

Not printed. — oO | SF 
* Appropriation Acts, 1942, 1943, and 1944 ; 55 Stat. 682, 813, 818; 56 Stat. 394, 

704, 995 ; 57 Stat. 432. | | 7 |
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Formal request for funds for the censorship of the telegraph, _ 
cables, and radio in Cuba, including broadcasting, will be submitted __ 

. to Budget in the very near future. = | ) ae | oo - Huu 

887.30/89: Airgram ede coe | 
| The Ambassador in Cuba (Braden) to the Secretary of State 

: oe -.. , Haxsana, October 4, 19483—10: 20 a. m. 
oe eT Received October 7—3 p. m.] 

A-2051. Reference Department’s airgram 2232, September 17, 
2 p.m. Pt . sa Oyen go? a / 

As Article XIT of Agreement for Military Cooperation signed June 
19, 1942 refers only to Batista Airport at San Antonio de los Bafios, 
Embassy is of the opinion that claims resulting from explosion in 
Habana Harbor on February 6, 1943 can be considered under the Act 
of January 2, 1942 as amended April 22, 1943. REP ES | 

As joint Cuban-American Claims Commission contemplated by Ar- _ 
ticle XII of Military Agreement of June 19, 1942, has never been set up 
and as informal conversations with a high official of the Ministry of 

_ State have indicated that changes contemplated by Department’s un- 
‘dated instruction no. 1875%7 would be difficult for Cuban Government 
ito accept because of their unilateral nature, Embassy recommends that oO 
negotiations on this point. be dropped.and that claims be handled un-  —=t 
‘der Acts of Congress referred to above. Embassy contemplates no. 
great difficulty for claims resulting from our activities at Batista Air- : 
port, particularly if cases are considered expeditiously and payments 

care made promptly. As Department has pointed out in its instruction — 
no. 1875, the regular legal remedies (including, presumably, diplomatic 

| processes) remain open to claimants who do not wish to follow proce- | 
‘dure provided by these Acts of Congress. _ cE | 

As most of the problems originally contemplated for solution by | 
means of a supplementary agreement have now been resolved by direct. 
negotiations with Cuban authorities, Embassy does not now contem- 
plate negotiating supplementary agreement referred to in Embassy’s a 
despatch no. 2314 of February 26, 1943 ** and the Department’s undated 
instruction no. 1875. The question of uniformed Cuban personnel | 
proceeding to the United States without passports and visas (see Em- 
bassy’s airgram 1884, September 8, 9:50 a. m.2*) can doubtless, if au- 

_ ‘thorized by Department, be handled by exchange of notes. =~ | 
BEAR re sid a GE Gs  . BrapDEN 

Not printed. : ee 
Dated June'30, p. 143. | coy ate ete
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| 837.30/89 : Airgram Ss - : . eee co 

. The Secretary of State to the Ambassador in Cuba (Braden) | 

_ -. Wasutneton, October 18, 19483—7:10 p. m. 
- A-2382. Your A-2051, October 4. Ss | 

| Department is aware that claims arising out of explosion of Army 
_. barge in harbor of Habana can be considered under the Act of January — 

9, 1942, as amended, and that they do not fall within jurisdiction of _ | 
the Claims Commission provided for in Article XII of Agreement for _ 
Military Cooperation of June 19, 1942. However, this Government 
desired to obtain agreement of Cuban Government to submission of | 

| all claims for damages arising from acts of members of the armed 

forces of the United States in Cuba to Commissions provided for in 
the Act of January 2, 1942. If Cuban Government is not agreeable | 
to such an arrangement, this Government does not desire to press the | 

- matter, and the War Department advises that it will proceed to set up 

a Commission under the Act of January 2, 1942 to consider Cuban 

claims. However, the existence of Article XII of the Agreement of 

June 19, 1942 isan impediment to the exercise by such a Commission of | 

jurisdiction over claims within the purview of Article XII. For this 

reason and, since the obligations undertaken in Article XII cannot - 
be carried out, this Government considers its abrogation imperative. 
You will, therefore, please endeavor to obtain the consent of the Cuban 

| Government to such abrogation. | ee ‘Won 

837.711/120 Ep | eo oe 

The Ambassador in Cuba (Braden) to the Secretary of State — 

No. 4898 | _ Hapawna, October 25, 1948. — 

a _... [Received November 2.} 

Sm: I have the honor to refer to the Department’s airgram no. 

A-2323.of October 6, 1943,°° concerning the submission of statements 

from the Military, Naval and Legal Attachés and the Cable Censor- | 

ship Liaison Officer, to constitute positive justification before the Bu- _ 

reau of the Budget for an allocation of funds assisting the inaugura- 

tion and operation of cable, telegraph and radio censorship in Cuba. 

The statements requested are enclosed herewith. — erences 
~ Lean not fail to take this further opportunity of stressing the im- 

| portance of closing this gap in the censorship of communications 

which, as may be seen from the enclosures, is necessary both from the 

negative and positive sides of censorship. I recommend also that the 

earliest possible action be taken to make the requisite funds available. 

Respectfully yours, | | Sprumte BrapEn 

*° Not printed. | : 7 | 
“None printed. | er
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| _ The Ambassador in Cuba (Braden) to the Secretary of State 

~No.4987 0 Hapana, October 28,1943. 
ee eee [Received November 2.] 

_ Sir: [have the honor to refer to the Embassy’s despatch no. 4898 of 
_ October 25, 1943 regarding the desirability of United States financial _ . 

assistance to Cuban cable, telegraph and radio censorship and to 7 
despatch no. 4879 of October 23, 1948 4 concerning the collection and 
distribution of Communist propaganda. _ | been eg gg 

From various confidential sources the Embassy has learned of the > 
| widespread use of the mails for the transmission of Communist plans _ 

| and there is a strong presumption that telecommunications may also 
_ be used to this end. As the danger of the transmission of such ma- 
terial is patent, I consider its identification of the highest importance, 

_ and that this constitutes an added reason for the use of United States 
Government funds to inaugurate and operate cablecensorshipinCuba. 

Respectfully yours, — ivory > SPRUILLE BRADEN 

837.30/90 : Airgram oe | | OES | 

The Ambassador in Cuba (Braden) to the Secretary of State | 

_ ee a ee -Hazana, October 30, 1948—10: 25 p. m. 
OE ll SHAR en al : _ [Received November 2—1p.m.] 

| - No, A-2193. Reference Department’s airgram no. 2382, October 18, | 
7:10 p. m., file no. 837.30/89.. The Embassy does not share the opin- a 
jon that the abrogation of Article 12 of the Agreement for Military 

_ Cooperation of June 19, 1942 is imperative. Apparently a Commis- 
sion can be set up under the Act of January 2, 1942 to consider Cuban 
claims in general, despite the existence of Article 12. Should a claim 
arise to which Article 12 is applicable and an amicable settlement not | 
be obtainable, I'am of the opinion that the subject might then be __ 
reviewed. Possibly this contingency may never arise. By initiat- | 
ing action, I fear that it may invite from the Cuban Government | 
requests for other modifications. | od | 

_ The Ministry of State has shown no disposition to consider fav- / 
orably the article on claims contained in the Department’s undated in- | 
struction no. 1875; therefore only Cuban claims freely submitted to 
it may be considered by a Commission set up under the Act of Janu- 
ary2,1942.0 ER get as 

It is hoped therefore that. the Department will reconsider the posi- | 
tion set forth in airgram no. A-2382 and agree to dropping for the a 
time being the project of negotiating a supplementary agreement. 

* Not printed. | ae Sans eee | 
- “Dated June 30, p. 143. os oka : |
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Settlement has been reached on almost all other matters which it was 

originally planned to cover in a supplementary agreement. . 7 

Should the Department desire additional information in the prem- 

jses, it is suggested that Ackerson * now on leave in New Jersey might 

be directed to consult on the subject prior to his return to Habana. 

--He is very well informed on the details of this problem and has my 

entire confidence. __ ee rs 
: oe — nS BRraDEN _ 

a $37.711/125: Telegram | | re Sa 

The Ambassador in Cuba (Braden) to the Secretary of State — 

ee ee Hapana, December 15, 1943—9 p. m. 

a ee ee [Received December 16—12:59a.m.[ 

834. Except for minor inaccuracies Braga’s memorandum *¢ (which — 

we did not have until today) reference Department’s telegram 1052, 

December 14, 4 p.m.’ and instruction 2649, December 11 ** paints | 

a true picture which we are reporting fully by despatch. (With 

| respect to the general problem please see my despatch no. 5206, 

November 22.) 47 | | BC 

Since receipt. of Department’s telegram 868, September: 20, 7 p. m. 

authorizing allotment of $150,000 to assist in Cuban postal censor- 

ship I have been endeavoring and hoping against hope from day 

to day to reach an agreement with the Prime Minister and other 

Cuban authorities which would insure effective and honest expenditure | 

ef these funds which they would of course be glad to have 1f we _ 

were willing to turn them over without any strings attached. This 

Iwillnotdo. © | STE oO 

(It is pertinent to observe that allotment of monies from President’s _ 

special fund for purposes of internment was promptly granted and 

this program is now functioning: effectively. Unfortunately the 

delay of over a year in granting similar allotment (which was: re- 

quested at same time) for purposes of postal censorship has given 

Cuban officials opportunity to discover what a rich field for graft 

| ‘It now seems apparent that some of these authorities have con- 

cluded that our collaboration in this highly important war effort 

| might impede blackmail and sale of information now practiced in 

the Cuban censorship office as well as the graft in purchases and. in 

rackets (and it certainly would bring the details of these rackets 

to our knowledge). They are unwilling to forego. these illicit per- 

Garret G. Ackerson, Jr., Secretary of Embassy in Habana and Liaison Officer 

on military and navalaffairs, = CE PEPE ES Be | 
6 VWemorandum of November 25 by Lt. B. Rionda Braga, United States Cable 

Censorship Liaison Officer at Habana, not printed. ce 

* Not printed. , OB ae PE Do toks
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- quisites, despite the fact that they have been informed and are aware 

of the great value of censorship in our mutual war effort. oe 
_ In the light of the foregoing, unless there very soon is a complete | 

about-face by the Cuban authorities, I will recommend that. our 7 
offer to assist financially be withdrawn. ae | 

_ Also I am studying and will report so [as] soon as possible whether | 
the services of Major Keller * and his two assistants, valuable though 

| they have been, should be continued here in the light of the shocking 
| conditions prevailing and the entire disinclination of the censorship 

_ chief to cooperate with him. Also in this matter there is a limit 
beyond which we cannot go with dignity. Similarly I will consider 
recommendations in respect to retention of Braga or his replacement. 

Therefore, under the aforedescribed circumstances nothing should | 
be done in respect to our participation in cable censorship, at least | 
until the Cuban censorship situation has been cleaned up to our entire — - 

_ satisfaction. As a result ofan altogether unsatisfactory conversa- 
tion with Castillo,” head of censorship here, on December 10, I am 
not at all sanguine that this can be done.®° PH Lagan 

| eer f a Oo BRADEN, > 

AGREEMENT BETWEEN THE UNITED STATES AND CUBA DEFININ G 
THE MILITARY SERVICE DUE BY NATIONALS OF EACH COUNTRY 
RESIDING IN THE OTHER | a | 

_ [For text of the agreement effected by exchange of notes signed at 
Washington November 6, 1942, January 9, 1943, and February 1, 
1943, see Department of State Executive Agreement Series No. 321, | 
or 57 Stat. (pt. 2) 960.] | a eee, oo 

DISCUSSIONS AND AGREEMENTS RELATING TO THE 1943 AND 1944 OO | CUBAN SUGAR CROPS"= / | 
837.61351/3537 ce : | | 

Memorandum by the Adviser on Political Relations (Duggan) ** | 

- ne [Wasuineton, | January 18, 1943. | 
_ Icall to your attention the attached airgram * from our Embassy __ 

Maj. Fred B. Keller, United States Postal Censorship Liaison Officer, sta- 
tioned in Habana May 31, 1942, to February 19, 1944. a 
~® Bugenio Castillo y Borges: Se ae oo 
” A memorandum by Major Keller summarizing the Cuban postal censorship | | program from June 1942 to January 1944, transmitted to the Department with : : despatch No. 6060 of February 21, 1944, reported that the Embassy was notified 

by the Cuban Government on December 31, 1948, that the United States subsidy of $150,000 had been rejected (837.711/141).- | ee | 
* For preliminary discussions and arrangements concerning the purchase of 

the 1943 crop by the United States, see Foreign Relations, 1942, vol. v1, pp. 315 ff. 
* Addressed to the Secretary of State and to the Under Secretary (Welles). oo 
* Not printed. | 

|  461-035—64—_11 , 7
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at Habana regarding the sugar negotiations, which I think you will 
wish to read in its entirety... Le oo 

These negotiations appear to have been singularly unsuccessful in 
convincing the representatives of the Cuban sugar industry of the 

7 justice of the proposal advanced by this Government.** — Se 
It is interesting to observe that the Cuban Government represen- _ 

tatives neither supported nor rejected the views of the industry as 
expressed at the meeting with President Batista.® oo | 

The situation boils down to the fact that the Cuban Government 1s: 

being so strongly pressured by a special-interest group that it 1s 
unable to deal with the problem on the merits. The question con- | 
fronting this Government is how far should we depart from a pro- 

posal which in its broad outline is equitable in order to permit the — 
Cuban Government to satisfy the large appetites of the sugar in- 
terests. This is a very real problem because it is other United States 
Government agencies which are putting up the money in this deal. 
If our “final” offer is. to be substantially improved I believe very | 
careful thought should be given as to the best way to obtain the 
acquiescence of the agencies which will be required to advance greater 

- fundsofmoney. __ | | oo 
| - : y Ee | _ Laurence Duecan 

§87.61851/3559: Telegram | | ee ea 

The Ambassador in Cuba (Braden) to the Secretary of State = 

oo —  Afapana, January 20, 1943—4 p. m. 
| | ee [Received 8:58 p. m.] 

| _ 40. For the Secretary and the Under Secretary. Department’s tele-— 
gram number 88, January 19, 9 p. m.°° As heretofore reported my _ 
conversations pursuant to Department’s telegram number 4, January — 
2, 7 p. m.,°7 disclosed that our proposals made in Washington would be — 
summarily rejected as they stood and that such a development would 
greatly weaken Batista and his Government, cause his trip to the 
United States to be considered an utter failure and increasingly affect _ 

“or text of the proposal of December 17, 1942, see Foreign Relations, 1942, 
vol. vI, p. 339. oe , JP ne 

® A meeting held from 9 p. m., January 10, to 3:30 a. m., January 11, at the 
Presidential Palace, attended by President Fulgencio Batista y Zaldivar, Prime 

Minister Ramén Zaydin, Minister of State José A. Martinez-Viademonte, Presi- 
dent of the National Development Commission Amadeo Lépez Castro, Garcia 
Montes (presumably Oscar Garcia Montes, former Minister of Finance), and | 
three representatives of the sugar industry, members of the Cuban Sugar ‘Com-. 
mission recently returned from Washington. es es | a 

5 Not printed. a So eee es = | 
Not printed; this telegram outlined the two modifications which purported © 

to improve for Cuba the terms of the molasses purchase and of the subsidy of 

inland transportation of sugar to unnatural ports (837.50/154). Se
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our relations with Cuba and create a serious or even potentially = __ 
dangerous political situation here. oe | 
. However, the Prime Minister by constructive suggestions (the first 
made by any Cuban since negotiations began last N ovember) indicated 

_ his Government’s desire to work out a definitive counter-proposal 
_ within the general framework of our offers. To this end he requested 

my good offices before the Department in order to give him cards to : 
play vis-a-vis the industry and my assistance in bringing the _ 
hacendados ** and colonos *° into line. _ | | as 

After consultation with the Department and Duggan’s agreement 
by telephone that I “was proceeding on the right track” we have ar-. 
rived at a concrete counterproposal as described to Walmsley ® — 
yesterday (see my telegram number 37, J anuary 19, 9 p. m.*) and in © 
previous communications which should apply to the situation men- _ 
tioned in first paragraph above and elicit enthusiastic acceptance and 
gratitude of Batista and his Government. In this way while realizing: 

_ that some of the Cuban exactions for modification of our Washington J 
proposals may prove unacceptable to the Department and other __ 
agencies of our Government, I have with the termination yesterday of. 
our talks here—and pending my receipt of what will be our final 
offer—obtained for the first time a clear definition of exactly what 
are the Cuban maximum aspirations. Moreover I have protected our 
positionby: =. | of ee | | 

1. Repeatedly declaring to the Cubans that my conversations were — 
informal and that I had no instructions from Washington other than 
to request the Cuban Government’s reply to our only official proposals — 
which were those brought back by the Cuban delegates. _ See : 

2, Keeping all suggested modifications within the financial limita- © 
tions of our Washington proposals so that any additional expenditures _ 
which might be undertaken by us as a result of my talks here not only 
remain well within the 12,000,000-dollar saving effected through the | 

_ proposed elimination of the stockpile but mean a saving for us of 
probably $12,300,000 or more. | oe ee | 

_ LT understand from Walmsley that within a few days I may expect | 
instructions to present to the Cuban Government a last “take it or | | 
leave it” proposal. In view of tense atmosphere existing throughout | 

_ the island and of our desire to assist Batista Government to maintaina 
tranquil, stable situation socially and politically I respectfully suggest | 
that I be afforded an opportunity to comment on this proposal before _ 
it is presented. Also it would probably be useful for me to receive : 

§ Sugar mill owners. a Lie ss LE en, | , 
—»? Cane producers. ea ye Ss a | | | ° Walter N. Walmsley, Jr., Assistant Chief of the Division of the American | 7" Republics. = ee ee ee eee eee | 
| Not printed. ee BS | |
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rush by courier the intercepts ° referred to in the third paragraph of | 
---s-yourmessage. = is a eee ee a 

| _For the convenience of the Department I am summarizing by sepa- 
rate telegram the position reached as a result of discussions here and I, 
of course, appreciate that acceptance thereof (following the procedure 

| outlined in my telegram no. 28, January 14, 2 p. m.,°* sections 1 and 2) 
a is a matter of policy having in mind all the aspects of the situation. 

| AR See cs re BRADEN 

837.61351/3607 — Pe ne 

Memorandum by the Chief of the Division of the American Republics 7 

- PR _[Wasurneron,] January 26, 1943. 
Ambassador Braden telephoned at 12:40 today with regard to the 

sugar proposal embodied: in our airgram of yesterday. He stated 
that he was very much depressed at the terms of our latest proposal. 
In particular, he felt that the price of $2.55 proposed by us would be | 

most. adversely received by the Cubans—both the Government and the 

- The Ambassador stated that he questioned the wisdom of presenting 
_ this proposal to the Cubans at all. He said that it would undermine 

| - President Batista and that the Prime Minister would undoubtedly _ 
have to resign. The Ambassador proposed two alternatives: © 

(a) Our current proposal with a $2.65 price. He said he believed _ 
he could put this across and get the President’s support. | 

_ (b) A proposal based upon the Ambassador’s suggestions of the 
| past few weeks, i.e., 2,700,000 at $2.65 with 300,000 tons of free sugar. 

subject to a stock pile contribution in the event of an inter-American 
agreement on the subject. | | a ee 

I explained to the Ambassador the difficulties of our situation here 
in relation to the other agencies. I stated that I would submit his 

suggestions to you. gah gat 7 

| y ® Intercepts of telephone and other communications between Habana and New 

@ Not printed; in this telegram the Ambassador suggested that outstanding | 
points of contention be resolved through informal negotiation between himself, 

_ the Prime Minister, and the sugar producers, and that the resulting compromise 

be submitted first, informally, to the Department for approval and then, if ac-. 

ceptable, embodied in a formal Cuban counterproposal to the Department’s pro- 
posals of December 1942 (837.61351/3555) . oR TTS she oo oo 

“@ Addressed to the Under Secretary of State (Welles) and to the Adviser on — 

Political Relations (Duggan). | | | ate ns 
® Airgram No. A~713, January 25, not printed ; in this airgram the Department 

summarized for the Ambassador a modification of its December 17 proposal, and __ 
indicated its readiness to accept from the Cuban Government a “firm counter- 
proposal” embodying the several alterations itemized therein (837.61351/3626a).
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(Personally, I have, as you know, questioned the desirability of the | 
$2.55 price contained in the latest BEW-CCC © proposal. I believe | 
that we should attempt, on purely political grounds to secure the con- 

_ sent of these agencies to the $2.65 price. The Ambassador stressed that _ 
“the situation is very bad”.) ma ee | 

The Ambassador also mentioned two minor points: Bg 

(1) He said that he had understood from our 50o0f January 9 that = 
we would consent to assume storage and insurance charges after June | | 
30, 1944, whereas our current proposal gives December 31, 1944 as ° 
the date when we take over these expenses. a 

__ (6) [(%)] In referring to our ceiling price proposal or escalator 
clause, the Ambassador'indicated the desirability of assurances on our 
part that we would not give away the sugar which we are buying. oe 
I suppose that what he has in mind is that we will sell it through nor- 
mal channels and not use it for relief purposes, the result of which ; 
might be to eliminate the possibility of any profit which would later | 
be handed over to the Cuban Government and people. I made it very om 
clear that there was no thought of turning over any profit directly — 
to the sugar industry—I believe he is in full agreement on this point. 

ae yates eg] 7 OA eels — Pure W. Bonsau 

837.61351/3608. | ate Si a Se, - : Oo | eee | “hu ae 

The Under Secretary of State (Welles) to the Ambassador in Cuba | 

Be _ Wasuineron, January 27, 1943. 
- Dear Sprurue: I enclose herewith a letter for delivery to Presi- 

| dent Batista at the same time that you discuss with him our final 
sugar proposal. I understand of course that this will not be done 
until we are able to give you final clearance from here. = - 

Sincerely yours, © » ©. [Sumyzr WEttEs] 

crab Sop 8S vie es [Enclosure] | | . . 

The Under Secretary of State (Welles) to the President of Cuba | 

AEE Be eS a ‘WasHINGTON, January 27, 1948. 

Dear Mr. Present: I have, as you know, given the most careful _ | 
_ personal study to the problem of Cuba’s 1943 sugar crop which has 

occupied the attention of our two Governments during the past few a 
weeks. I am confident that the proposal made last December met all 

8 Board of Economic Warfare and ’ Commodity Credit Corporation . the latter 
was a corporate agency of the United States Government, authorized to purchase 

_ the Cuban sugar crop. “_ ey - : a i 

* Foreign Relations, 1942, vol. v1, p. 342. ae
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the reasonable requirements of the situation. However, since that 
_ date, I have given further consideration to the matter, with the 

result that Ambassador Braden has now been authorized to indicate 
to you certain modifications of our original proposal which, if pro- 
posed by the Cuban Government, would be acceptable to this 
Government. > a | a ee ee 

_ The proposal as it now stands provides for the expenditure in Cuba 
_ of approximately $150,000,000 on a commodity which, because of 

conditions with which you are fully familiar, cannot be used directly 
, in the war effort of the United Nations. I recognize, of course, that 

it is fully consistent with the cooperative relationship which has so 
a happily existed between our two countries for this Government to be 

of assistance at this time. However, the immense and constantly- 
increasing burdens which the people of the United States are being 

- called upon to bear and the sacrifices of every variety which we must 
all make render it impossible to justify an expenditure greater than 
that which will suffice to maintain employment and living conditions 
in Cuba on a war-time basis. oan | 

| I am confident that your statesmanlike vision of the world situation 
| which I had the pleasure of again confirming on the occasion of your _ 

| visit here last month will enable you fully to comprehend the problem 
with which our two Governments are now confronted and to lend 

, your full support to the proposal which Ambassador Braden will 
outlineto you, | Ps | 
- Believe me, my dear Mr. President, Ce iw go a 
---Yours very sincerely, = [Sumner WeELiEs] > 

837.61851/3626e : Telegram a ee ee Tee 

. The Seeretary of State to the Ambassador in Cuba (Braden) 

OOo _ Wasuineron, January 28, 1948—9 p.m. | 

__ 127. We have had encouraging conversations with representatives 
of the other agencies with respect to the proposal submitted in your 
telegram no. 58, January 27, 7 p. m.® as amplified by the modification _ 
suggested in paragraph no. 1 of telegram no. 59.°* If you can obtain 
a firm counterproposal on the basis submitted in your two telegrams 
under reference with certain minor modifications, which comes from _ 

| the Government and has the support of the sugar interests, the pros- _ 

| pects of its acceptance here are not unfavorable. The other agencies 
have reached the point, however, where they are unwilling definitely _ 

| to clear another proposal unless they know that this proposal will be __ 
presented formally by the Cuban Government as its counterproposal. 

® Not printed. , To : RE



| The Department shares their view. Moreover, this procedure is ex- | -_ 
actly that which you have been advocating and operating on. | ee 

| _ To all intents and purposes, the proposal that is outlined hereafter | | 
is the same as that outlined in your telegrams under reference which 
you say in your opinion “would stand a good chance for endorsement — 

by the Cuban Government”. We have confidence that you will be | 

able to induce both the Government and the industry to get together 
on this proposal and present it ® on a firm basis without any modi- _ 
fications. We feel that this proposal, which represents considerable 
improvement in the general conditions surrounding the arrangement, _ 
meets the needs of the situation, for which reason we would be un- | 

| willing to suggest any modifications to the other agencies. In other _ 
_ words, this proposal is not subject to any further negotiation as far 
as this Government is concerned, Ae eG. ne 

_ 1. 2,700,000 short tons to be purchased by the United States at 
2.65, within reach of ship’s tackle, provided the labor and port condi- 
tions ” stipulated in our proposal of December 17 are met by the time | 
the grinding begins and are confirmed by a note from the Cuban | | 
Government. | - Se ) 

_ 2. The industry may produce up to 300,000 short tons of “free” _ 
_ sugar, without any assistance from the United States. Before selling 

any of this sugar, the United States will be given an opportunity to 
purchase. The marketing of this sugar will be limited to world mar- 

| kets and to the rate of 100,000 tons per semester beginning from the | 
_ date of the first shipment of United States owned 1943 sugar, except 

by prior agreement between the two Governments. _ - | 
8. The crop will be limited to 3,225,000 short tons and the United 

States will offer no objection to the industry’s exporting to other mar- 
kets than the United States that portion of the local production quota 
of 225,000 short tons which exceeds actual Cuban needs (the marketing 
of this sugar shall be limited as in point 2 above, so that the “free” 

_ sugar sold in any one semester will not surpass 100,000 short tons). 
_. 4, From the production of 300,000 tons of free sugar, the sugar 

amdustry will donate 100,000 tons, without cost, to a United Nations | 
pool for relief purposes, if constituted. — ane | 
. Please clarify in this connection for the Cuban Government and | 
industry that the relief pool idea is a United Nations, not an inter- | 
American, one. The United States and Great Britain and some of 7 
the Dominions have long been planning such a pool of consumer 
commodities to relieve the peoples of the world who have been suffer-. — 
ing privations and hardships at the hands of the enemy, as these peo- a 

, ples are liberated. It is hoped that all of the United Nations will ce 
contribute in accordance with their individual means and abilities. 
No inter-American agreement or action is either contemplated or re- ; 
quired in order to constitute this pool or stockpile. RE re eS - 

5. The United States will advance to the sugar industry 90 percent ae 

a © The proposal was presented by Ambassador Braden to Prime Minister Zaydin 
— on January 29,0 0 8 cr ae 

.. "Methods of speeding the loading of sugar in Cuban ports. eso |
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of the purchase price on J une 30, 1943 on such sugars as are stored 
at port terminals; and 90 percent minus transportation costs to normal 
ports, onsugarsatbatey." See cae | 

6. The industry will bear all costs such as warehousing, insurance, 
et cetera, of carrying unshipped sugar, until June 30, 1944. _ From 
July 1, 1944 the United States will assume these charges, with the 
exception of loss of weight and polarization which will continue for 
the account of the industry. The Cuban Government will keep ware- 
housing charges when assumed by the United States at a level no 

: _ higher than that paid by the industry. So a 
(. The escalator clause continues as proposed in our memorandum 

of December 17,” section 4, (a), (b), and (c), but the provision to the 
effect that the transaction is not entered into for purposes of profit, 
as described in point 4 of our airgram 713,” shall be added. 

8. The offer of the Defense Supplies Corporation for molasses re- 
Mains as stated 1n point 2 of the Departments telegram no. 4, January 

| 2,7 p.m. If the Cubans do not agree to the molasses terms, the 
DSC offer is withdrawn. However, in the latter case, this Govern-_ 
ment insists on a firm assurance from the Cuban Government and 
industry not to ditch 1942 United States Government-owned molasses. 

9. With respect to excess costs of movement of sugar to other than _ 
- natural ports, point 3 of the Department’s airgram of January 25 | 

= stands. ee Se So | | | 
_ 10. An exchange of notes shall be effected, as stated in point 7 of 
our airgramofJanuary25. oo | 

11. All the stipulations of our memoranda of December 17 and 
December. 8, 1942,"° in so far as they are not affected by the foregoing, 

| shallbeunderstoodtoprevail = = oo a 

| 887.61951/3626f : Telegram. a : 7 . | / ae a ; ; ; - - a 

The Secretary of State to the Ambassador in Cuba (Braden) 
a —  Wasurneron, January 29, 1943—6 p.m. 

132. From Duggan. Your 60, January 27, 9 p.m." If the Cubans | 
should reach the conclusions you describe with respect to our proposal 
in telegram 127 of January 28, 9p. m., it would reveal a fundamental 
misunderstanding of the premises on which this proposition was based 

——- (and for that matter, although this is academic, that, in airgram 7138 of 
January 25°). Although it would be fruitless to enter discussions with 
the Cubans of the relative merits of earlier proposals, it seems advisable 
to emphasize the following important factors underlying our January 
28, in as much as the type of calculations you fear the Cubans may 

"Sugarmills, eee an 
@ Foreign Relations, 1942, vol. vt, p. 339. are | , | 

- ® See footnote 65, p. 154. oe = Pog Soe : 
| “ Not printed. | | an oe 

' © For latter, see Foreign Relations, 1942, vol. v1, p. 337. oo 
. “Not printed; in this telegram the Ambassador illustrated the opinion that 

according to his figures Cuba would receive less under the January 25 proposal 
in airgram No. 713 than under the proposal of December 17, 1942. (837.61351/- 
3608 ) | | | |
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make can have a bearing on your presentation and the Cubans’ under- > 
standing of this final proposition. BE geal es | 

| ~ Our calculation is based on the following premises: | | | : 

1, Given a constant wage rate, the mill cost of producing 3,225,000 | 
tons of sugar is a constant, regardless of what detailed arrangement 1s 
entered into with the United States. Re 

2. Variable costs to the producers are those connected with internal 
transportation, warehousing, et cetera. Doe, | | 

3. Therefore, the only figures that can properly be discussed are _ 
the total dollars to be paid to the producers by the United States and _ 
any variable costs mentioned in point2. OO | 

Important variable costs which have been modified. favorably to 
Cuba in both our airgram no. 713 and telegram no. 127 include: 

1. The elimination of the $5,000,000 liability for abnormal inland 
| transportation. If this were to be compared with December 17, the 

- improvement is even greater, as there was no limit in the December 17 7 
proposal to Cuba’s liability. It will be recalled that the producers _ 
calculated this cost at 23 points. . | . Co fs 

2. The termination date of responsibility for warehousing and in- 
surance carried by the Cuban producers. Formerly there was no ter- 
mination of this hability. A-—713 set the termination date as December 
31,1944. Our no. 127, January 28, set it at June 30, 1944. 

8. The Cubans always preferred crop financing which would have © 
given them the opportunity to speculate on the entire crop. All our 
previous proposals have been designed to prevent speculation and sta- _ | 

| bilize price. We now concede the Cubans an opportunity to speculate | 
with a portionofthecrop. | ae coe | | 

; 4, These calculations also ignore the possible return to the Cuban 
- Government and people in the event that any net profit is made by the . 
Commodity Credit Corporation. | oo - 
_ 5. It is also to be pointed out that on January 2thisGovernmentin- => 
creased its offer for molasses over that made on December 17. Our | 

--present proposal maintains the January 2 offer as optional if the | 
Cuban producers wish to acceptit. | | 

In sum, we have precisely defined the variables and have transferred OO 
the burden to ourselves of the major portion of these; so that there can | | 
be absolutely no justification of the calculations and conclusions that 
you say may suggest themselves to the Cubans. [Duggan.] | 

837.61351/3640 : Telegram _ | - ; | 

The Ambassador in Cuba (Braden) to the Secretary of State — 

| oe --Hazawa, February 9, 1943—10 p. m. 
BS Ee [Received 10: 13 p. m.] : 
96. For Duggan. My airgrams numbers 254 and 260 of February — 

6.77 The Prime Minister has just submitted to me a revised and official 

™ Neither printed. | | ——
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_ memorandum ” in the precise form suggested to him last Friday. It 
submits as a formal counterproposal the provisions set forth in the De- 
partment’s telegram No. 127, January 28, 9 p. m. (except relative to 
molasses offer which is declined, the definite earmarking of 100,000 

| tons for relief and the segregation, 375 tons for refined sugar and the 
| syrups), the respective paragraphs being followed by parenthetical _ 

statements in the form of “Expressions of hope”. The revised mem- 
orandum concludes with an annex covering (a) the Cuban Govern- — 
ment’s molasses proposal and (6) a request that consideration be given 

: to liquidating the 1942 crop by March 15 next. | oe 
_ [Here follows a description of the additions and modifications that 
appear in the Prime Minister’s revised memorandum.] | - 

| 837.61851/3646: Airgram Bag Bo 

| The Ambassador in Ouba (Braden) to the Secretary of State = 

.  Hapana, February 10, 1948—9:05 a. m. ~ 
| — FReceived February 12—10 a. m.] : 

A-276. For Duggan. My telegram No. 96, February 9,10 p.m. | 
There follows the text of the revised memorandum (Cuban counter- 

_ proposal) handed me by Zaydin yesterdayevening: = 
| “1, The Cuban Government in view of the results obtained in the 

negotiations begun in Washington in November 1942 for the sale of | 
— sugar of the 1943 crop can now with the agreement of the Cuban 

producers present to the Government of the United States of America __ 
a proposal definitely making possible the aforesaid operation in | 
accordance with the bases for a contract outlined as follows: = | 

| “This memorandum entirely replaces the memoranda of December 
5, 8, and 17, 1942,7° the note delivered in Washington on January lof — 
this year,®° since it comprises all the essential questions covered in the 
course of these negotiations in an effort to. solve the problem, in the — 
desire of the Cuban Government to agree upon the operation 

[Here follow the remaining 13 poimts and 2 parenthetical state- 
ments referred to in telegram No. 96, printed supra.| | ee 

| as gee — BRADEN 

| ‘® This memorandum, partially printed infra, . is the revision of an informal 
proposal discussed by Prime Minister Zaydin and Ambassador Braden on Feb- 
ruary 5 and quoted at length in airgram A-254. = | | we 

, ” Memorandum of December 5 not found in Department files; for memoranda 
of December 8 and 17, 1942, see Foreign Relations, 1942, vol. v1, pp. 337 and 339, 
respectively. mag nes oe pean 

"Not found in Department files. Ce ca,
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887.61351/3658 7 pp RPE get SES 
The Ambassador in Cuba (Braden) to the Secretary of State 

No.2181 | -Hapana, February 10,1943. 
es. [Received February 15.] : 

‘Sir: I have the honor to enclose a memorandum * prepared by the _ 
Counsellor * relative to the sugar negotiations conducted by ourGov- 
ernment between September 1942 and the present, particularly with 
respect to the various obstacles which retarded the reaching of an | 

_ agreement. These obstacles may be summarized as follows: = 

_1. Failure of the Cuban sugar industry to face the realities of 1943. 
‘This was influenced in considerable measure by the large profits made | 
in 1942, and by the resistance of many producers to accepting the . 
inevitability of smaller profits in 1943. oy - | 
2. Efforts by a substantial group of hacendados, especially those 
with a large speculative investment in cane, to torpedo the negotia-. 
tions. These efforts were seconded by the Opposition, which sought _ 

_ throughout the negotiations to embarrass the Government and to | 
make political capital out of the delays and the fact that the terms —>> 
inevitably would be less attractive than in 1949. PPR eS | 

_ 38. Timidity, vacillation and lack of vigor on the part of the Cuban. 
Government contributed greatly to the difficulties of the situation. . 

_ The primary obstacle in my opinion was the attitude of the Cuban 
producers, who fought tooth and nail to retain in the 1943 agreement | 

_ provisions which our Government accepted last year but which in the 
light of war developments, especially transportation difficulties, we 
did not feel in a position to assume in 1943. In some ways it is diffi- 

_ cult to find excuses for the attitude of the Cuban sugar industry in | 
_ general, while the activities of certain hacendados were extraordi- 

_ narily short-sighted and dangerous, particularly with respect to their 
influence on fundamental Cuban-American relations. = | 
On the other hand the Cuban disposition to live from day to 
day, the psychology inherent in a one-crop country andthe still | 
prevailing—despite continuous educational efforts by the Embassy— 
lack of war consciousness have made it more difficult for the Cubans 
to recognize the cold facts of the existing situation. Also we must = 
regretfully admit that they have been misinformed and misdirected _ 
by some of the Americans interested in sugar and who should have 
known better. It is pertinent to observe that these American interests 
never called at the Embassy to inquire as to the facts surrounding | 
the negotiations nor much less to proffer their cooperation in a self- 
evidently difficult situation which might adversely affect our rela-_ 

7 ® Not printed. — | STS Rag Eg 
’ Ellis O. Briggs. | : :
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tions. On the contrary, some of the most acrid denunciation of the | 

: United. States Government policy emanated’ from these people. (see _ 
my despatch no. 2055 of January 26 **). Similarly statements issued _ 
by the press and by bulletins in the United States were harmful. 
On the basis of the present outlook, the negotiations relative to 

the 1944 crop should be by no means so difficult as those for the 1943 

crop, since the anticipated carryover should exert a sobering influence 

| on producers, who should become increasingly alive to need for | 

accepting sacrifices, and moreover the procedure and conditions to 
be incorporated in the 1943 contract should, by reason of their inclu- 

sion this year, with far less difficulty be accepted by the Cubans _ 

next year. Finally, the exaggerated optimism which resulted in 

-so much planting during the latter months of 1941 and the early 

part of 1942, is notably absent at the present time, and we should 

therefore not have to contend a year hence with the allegations so _ 
interminably reiterated in connection with the 1943 negotiations that 
we had “encouraged” Cuba to plant as much cane as possible. 

I realize that the extent of our future requirements depends to 

- ‘an important degree on the production of sugar in continental 

| ‘United States, and that the difficulty of obtaining labor, particularly 

in the beet fields, may result in a considerably smaller continental 

crop than was envisaged a few months ago. I assume that this 

possibility has beeh discounted in connection with estimates on which 

our present purchases are being made, since few things would cause 

us to be ridiculed more, with a resultant adverse general effect on 

our sugar relations with Cuba (and hence on our general relations) — 

than a reversal similar to that. which occurred in the progressive | 

scaling-down of our requirements estimates from March to Sep- 

tember,1942. 9. ee a ee oS 
With respect to the 1944 crop negotiations themselves, it is sug- 

gested that if they be held in Washington they be undertaken by 

a smaller American Government group, and that they be pushed 

more intensively than was possible during November and December 

of last year. I believe the complaint of the Cuban Government — 
against being faced by a “regiment of American negotiators” has 

some justification and that should a Cuban commission proceed to 

the United States in the latter part of this year, it would be better 

to have the American negotiators number not more than three or 

four persons, under the chairmanship of an official of the Department 

of State. ee | ore i Oo | 

Respectfully yours, SS PRUILLE BrapEN 

| * Not printed. Co Me
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$37.61351/3657: Telegram | | a 

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

| | WASHINGTON, February 13,19483—9 p.m. 

201. Your A-276, February 10, 9:05 a.m. The Cuban counter- 
‘proposal has been carefully studied by the interested Government 
agencies. You are requested to present to the Cuban Government - 
a memorandum, of which the text is quoted hereafter. As will be ~ 
seen after reading this text, the two Governments are in accord on 
the principal features of the proposed sale of the 1943 crop. It is 
fair to say that there is not only an agreement in principle on all of 
the important points essential to a satisfactory arrangement but there 
is also substantial agreement on what ultimately will be various clauses 

- inthe contract. It has been felt necessary, however, in ordertoavoid 
future complications in connection with the drafting of the contract | 

-to rephrase certain paragraphs of the counterproposal presented by 
the Cuban Government. This has been deemed desirable in order 
(a) to make certain paragraphs conform more exactly to what at least | 
has been our understanding of the outcome of earlier discussions and 
(0) to set forth our point of view with respect to certain paragraphs 

- that appear for the first time in any proposal, such as the paragraphs 
on direct-consumption sugar and the quota for producers of syrup. | 
- In as much as the principal features of this deal have now been 
agreed upon, the best procedure would seem to be for appropriate 
representatives of the two Governments and of the Cuban Sugar | 
Stabilization Institute to meet together and, on the basis of the Cuban 
counterproposal as amended and clarified by our memorandum, to _ | 

draft the text of the contract. Any other procedure, such as the 
continued exchange of memoranda, seems not only unnecessary but 
also inefficient. It is therefore proposed that the Cuban representa- | 
tives proceed to Washington at the earliest possible moment for the © 
drafting ofthecontract. == | re | 

[Here follows text of the memorandum referred to above.**] | 

This memorandum was presented to the Cuban Government. with Embassy’s | | 
note No. 202 of February 15. In reply, the Cuban Minister of State (Martinez) 
in note No. 481 of February 22 listed several desired alterations but acknowledged | 
his Government’s agreement with the Department’s view that the time had | 
arrived for. the drafting of the 1943 crop purchase contract ( 837.61351/3672). -
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887.61851 /3733 “ee PB 

| Memorandum by the Chief of the Division of the American Republics | 
(Bonsall) oo 

as _.., [Wasurneton,] February 23, 1943. 

_ Ambassador Braden telephoned me late yesterday evening to tell 
me that he and Zaydin had agreed on a statement regarding the sugar 

negotiations. He read it to me over the telephone and I gave him 
the Department’s approval. The statement is very brief and is not | 
completely satisfactory. It refers to the fact that “certain details 
remain to be clarified” and states that representatives of the Cuban 
Government and of the Institute are coming to Washington for the | 
purpose of drawing up the definitive contract. It gives the quan- 
tities of sugar to. be made, but makes no mention of the stock pile. 
It also mentions diversification and the public works program. 

The Ambassador tells me that Lépez Castro ** and Oscar Garcia 
Montes for the Government and Arturo Mafias** for the Institute _ 

| will make up the Cuban Delegation in Washington. __ ase 
_ There seem to be two principal points of difference remaining be- 
tween ourselves and the Cubans: - spe Be ae 

(1) The question of naming a maximum amount for the stock pile 

_ contribution, and SUES ARE: 
(2) The question of whether the roughly 39,000 tons required for 

the manufacture of syrup can be made by the few mills which manu- | 
_ facture syrup in addition to their quotas under the allocation of the 

8,225,000 ton crop or whether they must manufacture the syrup from 
_ their normal quotas. I am rather inclined to favor the Cuban con- | 

tention, since during the last seven or eight years, these mills have 
manufactured (a) their quota of raw sugar in accordance with Decree- _ 
law 522 and (0) their share of the sugar syrup quota. If we now © 
refuse to allow them to manufacture the equivalent of 39,000 tons 
of raw sugar into syrup over and above their raw sugar quotas, these 
mills will be comparatively much harder hit by the curtailment of 

production than other mills. lg | OU te 

- ® Addressed to the Under Secretary of State (Welles) and to the Adviser on 
Political Relations (Duggan). 8 

| 2 Amadeo Lopez Castro, President of the Cuban National Development Com- 

| ms Consulting lawyer for certain large sugar producers in Cuba and repre- 
sentative of the Cuban sugar industry’s interests. |



837.61351/3762 : Telegram Co pe ME ROONEY satan _ 

| The Ambassador in Cuba (Braden) to the Secretary of State 

ee Hazana, March 19,1943—2 p.m. 
| ro Stag fies | ‘[Received3:48p.m.Jo 

163. I suggest that Lépez Castro be informed that in view of the | 
failure of the Cuban Government to promulgate the decrees covering 
respectively sugar-loading conditions * and railroad rates,** we are og 

- not ina position tosign thecrop sale contract. = Me EE Ee 

‘ As the Department knows assurances in the premises were made 
| weeks ago, fulfillment has been ‘clearly understood to be an integral 

part of the over-all arrangement, and I have repeatedly urged the 
Prime Minister to act. The failure of the Cuban Government to take 
action has already largely vitiated the benefit in so far as the 1942 — 
carryover is concerned, that is, we have shipped. at last year’s rates 

| over half a million tons and propose in any case not to move through 
other than natural ports any large proportion of the balance. More-  __ 

over 1943 sugars are now ready to move. | poo 

[The purchase agreement. on the 1943 Cuban sugar crop was signed 
| in Habana on April 3, 1948, by Prime Minister Zaydin, José M. Casa- 

nova,*® and Gastén Godoy, representing the Cuban Sugar Stabilization 

Institute, and by Ambassador Braden for the Commodity Credit Cor- - 
‘poration. This agreement (not printed) covered the procurement, — 
inland transportation, warehousing, insuring, testing, financing, and 
shipment of 2,700,000 English short tons of raw sugar purchased out- 

| right at 2.65 cents per pound, f. o. b.®° in Cuban ports, and provided 
for the purchase of additional sugar by special option and of 7,970,558 

gallons or less of high test sugar syrups.} ER, ed 

. In ‘despatch No. 2626, March 31, the Ambassador informed the Department 

that Decree No. 892 satisfactorily covering sugar loading conditions was pro- 
~ mulgated in the Gaceta Oficial of March 24, 1948. A copy of the decree was trans- | : 
mitted with the despatch (837.61351/3800). Oe 

| 8 Decree No. 1252, promulgated in the Gaceta Oficial of April 22, 1943, imple- | 
mented a commitment made in the exchange of notes at the time the 1943 sugar | 

| contract was signed, namely to reduce by about 50 percent the cost to the United 
| States Government of moving purchased sugar within Cuba. 

- ® Chairman of the National Association of Sugar Mill Owners of Cuba and _ 
member of the Board of the Institute. . Op mes pee | 

° The expression “f.0.b.” (free on board) means, in this agreement, “free | 
alongside vessel. within reach of ship’s tackle,” in accordance with the usual 
practicein the Cubansugartrade. ae : | |
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887.61351/3908a: Telegram _ Lon veg on, | 

_ Lhe Secretary of State to the Ambassador in Cuba (Braden) 

I os. Wasuineton, May 28, 1943—5 p. m. 

624, From Brown, CCC. You are requested to make a firm offer 
to the Cuban Sugar Stabilization Institute for the 300,000 tons of free — 

_ sugar produced in:Cuba during the 1943 crop,*? under the same terms 
as governed the purchase of the 2,700,000 tons. If accepted you are | 
authorized to exchange letters immediately so that June first payment 
ean include this sugar, providing that the Institute can issue proper 
identity certificates by that date. [Brown.] os 

— -8875122/4 | . | | 

- Lhe Chargé in Cuba (Briggs) to the Secretary of State — | 

No. 3747 hee oe 7 .. Hapana, July 8, 1943. 

) | a [Received July 18.] 

- Sir: Referring to my despatch No. 3653 of July 1, 1943 *? summariz- 
ing certain agricultural proposals recently submitted by Minister of 
Agriculture Martinez Saenz to the Junta Econémica de Guerra, | 

| and in particular to Martinez Saenz’ proposed discriminatory treat- _ 
ment of administration cane, (as well as to the Prime Minister’s gen- 
eral endorsement of the eventual elimination of administration as an 
objective), I have the honor to report that during a conversation 
with Dr. Arturo Mafias yesterday he expressed the hope that the 
American Government will see fit to include the protection of ad- 

a ministration cane as a point in any negotiations looking toward the 
purchase of 1944 sugar. a Oo 

_ Mafias explained that the Martinez Saenz’. plan would _in his opinion 
ruin the United Fruit Company enterprise, and likewise dislocate 
production at some of the General Sugar Estates mills (notably Cen- 
tral Vertientes). The attack on administration cane, according to 
Maiias, is unjustified, not only because the lands were acquired in good 
faith, and at fair prices, but because estates such as those of the United 
Fruit Company represent the most economical and efficient way of 
growing cane which has. yet been developed in Cuba. Furthermore, 

| in view of our expressed interest in seeing Cuban sugar costs reduced, 

* Courtney Brown, vice president of the Commodity Credit Corporation. | 
. he Purchase Agreement on the 1943 sugar crop authorized the production 

| of 300,000 short tons of raw sugar for sale in world markets, and granted to 
Commodity Credit Corporation an option on its purchase. | | : 

*8 Not printed. . | . 
“The Cuban equivalent of the United States Board of Economic Warfare. — 
* Cane grown on large estates owned by individuals (hacendados) or corpora- 

bene inat also controlled the means of converting that cane into sugar or its
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administration cane should receive our support on general economic 
_ grounds, as well as because of the American interests involved. — 

-Mafias went on to say that on the return to Cuba of Dr. Ramiro 
Guerra * he proposes to obtain the Cuban Government’s endorsement | 
of an investigation and report by Dr. Guerra on the large administra- 
tion cane holdings. Guerra has the general confidence of the industry, a 

_ as well as of Amadeo Lépez Castro, and in Mafias’ opinion a report on 
the “real factors involved” should tend to clarify the issues. > 
_ According to Mafias, Lopez Castro, through his influence with the _ | 
President, is the key to the administration cane problem and that 

_ while Lopez Castro’s views. concerning “social trends” remain some- | 
what advanced, Lépez Castro agrees with Mafias that an examination co 
of the problem should include consideration of “cafiifundios”, that is, | 
the very extensive holdings of large colonos, where Mafiasbelievesthat  — 
general living conditions are markedly inferior to those on administra- 
tion cane lands of the large American companies. | | 

It will be recalled that an expression of opinion with regard to 
administration cane was made during the last sugar negotiations, 

_ but that nothing definite came of it. I remain of the opinion that 
the subject will constantly be agitated by Cuban officials, including 
those who (like Aurelio Alvarez) are not exactly disinterested. I 

_ likewise believe that the agitation against administration cane is 
generally indicative of a social current which shows no sign of slack- 
ing, and finally that the recent Martinez Saenz’ proposals, together 
with the attitude of the Prime Minister in the matter of Central Tin; 
guaro (please see despatch No. 3745 of July 8, 1943 °”) indicate the 
extent of the earthquake which must affect the relations between the — 

_. Cuban Government and the sugar industry, before the latter can be 
placed on the really low-cost-of-production basis that the Cuban 
climate and soil should warrant. ’ | | | 

Respectfully yours, > |  Exxis O. Brices 

837.61351/4085 : Telegram - Ce os | 

_. The Chargé in Cuba (Briggs) to the Secretary of State | 

as gS ets | a Hasana, July 12, 1943—8 p. m. | 
SC - [Received 11:29 p. m.] a 

| _ 462. Lépez Castro, Casanova and Mafias broached the subject of __ 
sugar negotiations * to me last Saturday evening indicating that in 
their opinion it would be desirable to hold such negotiations as soon — 
as possible thus giving stability to the local economic situation and if | 
_* Ramiro Guerra y Sanchez, Deputy of the Cuban Government attending the | 
Inter-American Advisory Hconomic Financial Committee meetings in Washington, 

* Not printed ; for details concerning Central Tinguaro, see pp. 197 ff. oo 
_ ® Negotiations on the 1944 crop. | 

461-035-6412 | |
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possible avoiding having the size and price of the 1944 crop become 
a Cuban political football. I consider their reasons valid. eo 
. With respect to the Department’s telegram No. 712 of July 10, 
6 p. m.” (received subsequent to the discussion mentioned above) 
Lépez Castro called on me this morning. He stated on behalf of 

| President Batista that the latter is likewise of the opinion that the 
| negotiations should be undertaken at an early date and that the Cuban 

Government is prepared either to send a mission to Washington or to 
receive a mission here whichever our Government prefers. However, 
Batista desires the “official initiative” to appear to come from us in 
the form of a note to the Foreign Office. I see no objection to this 

-_- procedure and suggest that I be instructed accordingly. 

837.61851/4100° IES 

Lhe Chargé in. Cuba (Briggs) to the Secretary of State 

| No. 88488 Oo ~Hapana, July 17, 1943. 
OO ase | | [Received July 21.] 

' Grr: With reference to my telephone conversations with Mr. 
Scherer+ on July 15 and 16, 1943 relative to the forthcoming sugar | 
negotiations, I have the honor to enclose for the confidential informa- 
tion of the Department a copy of a memorandum * of my conversation | 
with Prime Minister Zaydin and Sr. Lépez Castro on July 15, 1943. 
In this connection I also enclose a copy of my note ® to the Minister of 
State ? informing him that our Government is agreeable to beginning | 
negotiations in Washington on July 26 next. = = 

- The Department will note that during my conversation with the 
; Ministers they expressed themselves as optimistic that an agreement 

can be reached at an early date (which the Cuban Government ob- 
viously much desires), and that I raised as a possible obstacle to the — 

| speedy conclusion of an agreement the difficulties encountered this year 
with the loading of vesselsat Cuban ports. ©... | 

The Cuban argument against the sale of sugar on-a delivered- — 
aboard-vessel basis I do not find in the least convincing, and I wish to 
recommend that serious consideration be given to the desirability of 
making our purchase onthatbasis. = | OO 
There is no single item in the 1943 operations which has caused 

a anything approaching the difficulty experienced in endeavoring to 
expedite the efficient handling of ships at Cuban ports. This subject _ 

© Not printed. ae ee eee 
* George F. Scherer of the Division of the American Republics. sss 

1 ad Eimeterio Santovenia, who succeeded José Martinez-Viademonte on.March 6, |
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has been an almost daily matter of discussion and argument. between an 
Ambassador Braden and me on the one hand, and the Prime Minister, | 

_ the Minister of Labor? and Sr. Lépez Castro on the other. It has no | 
less occupied the attention of our War Shipping Administration repre- _ 
sentatives in Habana, with Cuban Labor Department officials, the 
Cuban Maritime Commission, labor leaders, terminal operators, et | 

_ cetera. The favorable results obtained with respect to movement of | 
sugar have in my opinion been due largely to these constant efforts on — 
the part of the Embassy, often against very tenacious opposition from 
the Cubans. Furthermore, Cuban shipping charges are exceedingly _ 
high, and in my opinion Cuban port workers are by no means ill paid. — 
While admittedly they went through a difficult period in the latter _ 
part of 1942 and early 1948, and while at certain ports (notably _ 
Cienfuegos) the laborers have shown a thoroughly patriotic attitude, —__ 
it should not be forgotten that Cuban port workers received a subsidy _ 
during their idle period, and that the picture of abnegation and 
patriotic self-sacrifice painted by the two Cabinet Ministers appears _ 
to me to be somewhat overdrawn. = CS a 
Tam not unmindful of the fact that the Embassy’s present sugges- 

tion was considered during the last negotiations, and opposed by War 
Shipping Administration on the grounds that it might interfere with 
agency arrangements for the handling of vessels, an argument the va-_ 
lidity of which Iconsideratleastdebatable 

AAs to the Ministers’ assertions concerning the difficulties between __ 
- maritime labor and the sugar interests, terminal operators, the Gov- ne 
ernment, et cetera, which they argue would follow adoption of my sug- | 
gestion, I do not believe these statements are indicative of anything | 
more than reluctance to modify the business-as-usual arrangements __ 

_ under which the Cuban sugar industry is trying to operate. Further- , 
_ more, if the maritime labor situation is as explosive as Zaydin main- = 
tains, that should in my opinion be all the more reason for our Govern- _ 
ment to avoid becoming involved (as we have had to become involved 
incessantly during the past six months) in that situation, = 

_ To my mind there is no valid reason why the Cuban Government 
should not itself (if it does not desire to have the matter handled by the | 

_ Institute) establish a fund into which would be paid the amount paid 
by us, representing the cost of handling and placing aboard ship, and | 

_ I perceive no valid reason why, at a time when we are apparently pre- 
pared to commit ourselves to purchase many millions of dollars worth — 

_ of Cuban sugar, thereby supporting the economy of the entire country, | 
we should not do so on terms which should greatly minimize our opera- 
tional problem. On ce ae 

| * José Sudrez Rivas. | eg SE eS ee | -
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- T hope therefore that the Department will give renewed considera- 
| tion to this suggestion, which I may add is endorsed by the Habana _ 

| representatives of War Shipping Administration. — i | 

Respectfully yours,, === si‘ ew” CRG O. Brice 

S87.61351/4118 oo ee 

The Chief of the Division of the American Republics (Bonsal) tothe 

Vice President of the Commodity Credit Corporation (Brown) — | 

oe ee  Wasurneron, July 28, 1943. | 

| _ Dear Courrney: I-was delighted to hear from George Scherer of 
the successful start of the sugar negotiations.. My friend Dr. Guerra, 

| with whom I talked on Monday afternoon, expressed. greatest satisfac- 
tion with the way inwhichthingsweregoing, | 

| Larry * and I and the rest of us in the Department who have been 
concerned with sugar matters, together with the Embassy in Habana, | 

would like to be of the greatest possible assistance to. you in your difli- 

| , cult and delicate task. I would suggest, therefore, that before written 

proposals or memoranda are handed to the Cuban Delegation the De- 

partment be given an opportunity to comment. With regard to the 

memorandum * which I understand was handed to the Cuban Commis- 

_ sion yesterday, I have the following observations: — : | 

| (1) “Bibijagua” Sugar. As you know, this is sugar produced by 
certain mills illegally. Generally the producing mills are near centers 
of consumption to which the sugar is rapidly and clandestinely moved 
to avoid local taxes. This type of sugar cannot move outside of Cuba. — 

It seems to me neither practical nor desirable for us to ask the Cuban 

Government and the Sugar Institute for any commitments in this 

matter. They are just as interested as we are in restricting its produc- 

tion. It will not be possible for anyone to establish in a legal manner 
the production of this illegal sugar. Therefore, I propose that this — 

question be approached through (a) joint agreement as to the amount 

of sugar to be produced for local consumption and (0) a definite limi- 

tation on the amount of excess local consumption which we will buy for 

export. I feel strongly that the approach suggested in the memoran- 
dum which was handed to the Cubans could be considered as a reflec- 

ton. upon the industry and as an undue interference in domestic Cuban 
affairs. | oe | 

(2) The Size of the Crop. I feel strongly that an endeavor should 
be made to fix the size of the crop finally and definitively prior to 

the beginning of the grinding season. For a variety of practical 
reasons, it would be unfortunate for uncertainty as to the ultimate 
size of the crop to prevail during the grinding season itself. Cer- 

| tainly we are not going to be able to make any exact adjustment 

- 5Taurence Duggan, Adviser on Political Relations. oO a oe 

* Not printed. |
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between production and shipping and I hope and believe that by — 
January 1 you will be in a position to give a final. figure confirming 
the preliminary figure at which I understand you now wish to arrive. | 

(3) Storage. It is my own opinion, supported by the views of 
a number of sugar people with whom I have spoken, that storage © 

- facilities in Cuba can be adapted and additional facilities provided 
to take care of almost any foreseeable amount of sugar. ‘Therefore, 
I suggest that in. our discussions with the Cubans the size of the 
crop be related entirely to shipping facilities, with little or no em- 
phasis on the question of storage except to establish appropriate | 

| responsibilities. = | | — Bc 
(4) End of Grinding. I note that on page four of your memo- | 

- randum you indicate the possibility that the grinding season may _ 
not have terminated by June 1. It is, in my judgment, highly 
unlikely that many mills, regardless of the size of the crop, will be | 
abletogrindafterJunel. |... . eo | 

(5) Petroleum Requirements. I think it should be brought out | 
to the Cubans as emphatically and clearly as possible that we expect 
and require their cooperation in the matter of conservation of petro- | 
leum products and the conversion of the industry as far as possible 

| to other fuels, if we are to attain the relatively large sugar production 
which we are willing to underwrite. - | oe | 

Ambassador Braden feels strongly that it would be desirable to 
arrange for the 1944 sugar to be delivered f.o.b. the vessel instead _ | 
of f.a.s., as has been the case, as I understand it, in 1942 and 1948. 

_ I think that this matter warrants a careful exploration with Am- | 
_. bassador Braden and I suggest that, unless you have already done > 

so, you discuss this with Mr. Norregard.”?. In other words, I do 
not feel we should take War Shipping’s mere say so on this without 
acarefulinvestigation. Oo Oo | 

I was in the process of dictating the above when we had our tele- 

phone conversation this morning. I do hope that you will find it 
possible to emphasize to the Cubans that the memorandum handed — 
to them yesterday is not a considered expression of the official views 

| of this Government, but is rather to be considered, as you put it, an 
informal agenda to serve as a basis for further discussion. It might 
be desirable to ask the Cubans that, if they feel it necessary to send | 
this memorandum to Habana, they stress its informal, tentative and | 
preliminary character. : - 

- With cordial regards and best of luck to you, | 7 
- Sincerely yours, = = © P[airrp| W. Blonsar] 

7 Nelson Norregard, sugar specialist representing the Defense Supplies Cor- 
poration. — Se | |
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837.61851/4179 Oo oe FEB 

Memorandum of Conversation, by the Chief of the Division of the — 
| a American Republics (Bonsal) | 

- ... sd [Wasutneron,] August 17, 1948. 

The Cuban Ambassador ® telephoned me this morning and referred 
to the conversation which he and Lépez Castro had had with the | 
Under Secretary on Friday, August 18. I informed the Ambassador . 

that Mr. Welles had been absent from the Department since that date. — 
I added that I myself was familiar-with the details of the current 
sugar negotiations and that I would be glad to have a conversation. 
with the Ambassador and Lopez Castro. An appointment was, 
consequently,made. 2 | - 
‘During the interview which ensued, the Ambassador said very little. 

Lépez Castro, after expressing very great appreciation at the way 
in which the negotiations have been conducted by Commodity Credit, — 
stated that there were still two points unsettled. These he described 

— asfollowss 2 eo 
(1) The Cuban Commission believes that there should be retained 

in the 1944 contract the same provisions as in the 1943 contract: with 
reference to Commodity’s obligation to move sugar at its expense, if 
necessary, to enable storage facilities to become available for the 
1944 crop. AsI understand it, this does not mean payment for normal 
movement but merely for abnormal shifts of sugar to take advantage — 
of warehousing facilities. L6pez Castro expressed himself with great _ 
eloquence on this subject. He said that the failure to retain this 
clause would mean that the Cuban producers would be confronted 
with an uncertainty and would be placed in a disadvantageous posi- 
tion owing to the fact that Commodity determines shipping and port 
allocations without consulting the Institute. Lépez Castro concluded 
that a failure on the part of Commodity to include this clause in the | 
new contract meant in effect a closing of the door so far as he was | 
concerned. =. | an - ge 

(2) Lépez Castro insisted that from the Cuban point of view the 
escalator clause should be. retained in the 1944 contract omitting the. 

. twenty-two points mentioned in the 19438 contract.2 These points, 
m accordance with the 1943 provision, would not go to the Cuban 

| producers in the event of an increase in the ceiling price of sugar. 
Lépez Castro stressed that it would be politically and morally im- — 
possible for a situation to develop in which circumstances justify an 
imerease in the ceiling price of sugar and the Cuban producers were 
debarred by this provision from participating in such an increase. 
I told Lépez Castro that it seemed to me that the matter was of a 
rather theoretical nature in view of the determination of the agencies: 
of this Government to hold the line on prices. Liépez Castro replied 
that he agreed but that he felt that the Cuban position nevertheless _ 
should be protected. He then made the proposal that the first 44 | 

| * Aurelio F. Concheso. | 
- * Not printed. | |
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points of any increase in the ceiling might be divided equally between oo 
the Cuban producers and Commodity. Thus, in the event of a 44 | 
point rise in the ceiling, Commodity would recuperate the 22 points — 
mentioned in the 19438 contract. = oe | 

_ By the time he had finished setting forth these two points, Lépez 
Castro was in a relatively high state of emotion. Both he and the _ | 

_ Ambassador asked me, on the basis of the State Department’s knowl- 
edge of Cuban conditions and so forth, to do my best to secure | 
favorable action on these two points. EG | 
Following their departure, I telephoned Mr. Courtney Brown. I | 

told him that, in my judgment, Lépez Castro and the Cubans had 
handled themselves extremely well in this whole negotiation. I stated a 
that the acceptance by them of a 2.65 price represented a breadth of =| 
understanding and statesmanship which I hoped we all appreciated. 
I then added that on the two points which Lépez Castro had de- 
scribed to me, I hoped that a favorable decision might be reached. I 

- said that the warehousing clause had already been included in the 
1943 contract and that I felt that it was impossible for the Cubans 
to accept anything less favorable in 1944. I pointed out that this 
clause would be operated on the basis of consultation and cooperation. 

_ between.Commodity and the Institute. It would definitely not be at. 
the whim of the individual mill owners, so far as expense to Com- 
modity is concerned. With regard to the escalator clause, I gave it oe 

aS my own view that a clause eliminating all mention of the 22 points. _ 
would be desirable. In other words,’ I went further than Lépez . 
Castro’s latest’ proposal. “However, I did describe this proposal to 
Mr. Brown, who seemed favorably impressed. (Later the Cuban | 

_._ Ambassador telephoned to say that, in the event that Lépez Castro’s: 
proposal appeared satisfactory from our point of view, it would be 

_ highly desirable from the tactical angle for it to be presented as a 
United States proposal. Lépez Castro apparently believes that it — 
will be acceptable to the Cubans, if presented by us.) oe 
.. Mr. Brown outlined the difficulties which he had been encountering 
In accepting the Cuban point of view on these matters. He said; 
however, that he would continue to work on his colleagues, including: / 
Mr. Hutson.° He appeared fully to recognize the general reason- 
ableness of the Cuban approach to the matter of the 1944 contract. — | 
So Pere] W.. Blonsar] | 

3 J. B. Hutson, president of the Commodity Credit Corporation. ee
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887.61851/4179: Telegram ae ae 

The Acting Secretary of State to the Ambassador in Cuba (Braden) | 

| | - , Wasuineron, August 20, 1943—6 p. m. 

798. Agreement reached today with Cuban Sugar Commission ™ 

which the latter will recommend favorably to the Cuban Government. 
it was decided that the safety clause would stipulate that increases _ 

in the United States’ ceiling price up to the first 44 points’? would 
be equally shared by the Commodity Credit Corporation and the 
Institute; any increase more than 44 points to be for the benefit of the 
Institute. Agreement was also reached for an addition to Article 

V (f) of the 1948 contract regarding internal transportation costs. | 
_ There will be sent to you shortly a draft press release to be simul- 
taneously released at Habana and Washington at a time not yet 
determined. en | — 
~The Cuban Commission plans to return to Habana tomorrow 

having expressed its appreciation of the friendly atmosphere in 
_ ‘which the negotiations were conducted. a WELLES 

. 837.61351/4207 pe / | a a - 

Memorandum of Conversation, by George F. Scherer of the Division 
of the American Republics Se 7 

Participants: _. [Wasurneton,] September 8, 1943. 
Cuban Delegation...  —- ~ United States Delegation 

Dr. ArturoMafhas —.. _- Mr. Ear] Wilson,’* CCC 
Seftor Manuel Rasco*® Mr. JamesC.Marshall,CCC | 

| | Dr. Oscar Albertini** © Mr. Russell Burchard, CCC 

, - Dr. Felipe Pazos * _ Mr. Frederick Horne, OK W ™ 

| ee | Mr. Willard Barber, RA" = 

| 7 lay | Mr.G. F. Scherer, RA | 

| The United States and Cuban groups resumed discussions of the | 
1944 Cuban sugar purchase on September 6 in Mr. Wilson’s office. 

“ Not printed ; this agreement was drawn up on August 20 as a “Memorandum > 
of Principles Agreed upon by Commodity Credit Corporation and the Cuban ~ 
Commission for the 1944. Cuban Crop Purchase Contract,” and was initialed 
by representatives of the Cuban Sugar Commission and of the Commodity 
Credit Corporation. It stipulated that the 1944 Cuban crop purchase agree- 
ment would follow the provisions of the 1943 Cuban Crop Purchase Agree- 
ment, subject to certain alterations involving (1) size of crop and quantity of 
sugar syrups, (2) safety clause for price increases, (3) depreciation allow- 
ances, (4) payment, transportation, and insurance, et cetera. (837.61351/4179) 

* 44 cents per pound. _ : | | 
% Administrator General of the Cuban Sugar Stabilization Institute. 
4 Secretary General of the Cuban Sugar Stabilization Institute. 7 
* Felipe Pazos y Roque, Commercial Attaché in the Cuban Embassy in Wash- 7 

ington. 7 | | 
** Chief of the Sugar Section of the Commodity Credit Corporation. — 

| ™ Office of Economic Warfare, which succeeded the Board of Economic Warfare _ 
on July 15, 1943. . os 

* Division of the American Republics. © |
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: Mr. Wilson presented a draft Purchase Contract?® which the Cuban 
Delegation read, indicating that it would have comments to make _ 
on the following points: | | 

(1) The Cuban group does not wish to be placed in the position . 
of prohibiting Cuban syrup producers from making the 8,000,000 | 
gallons per year called for under the Sugar Act of 1937.2° Mr. Wilson 

stated that we would have to maintain a firm position in connection | 
with syrups, for the reasons which had been made clear during earlier 

‘discussions. - | — Bt | | 
(2) The Cubans indicated they wish to have the contract signed | 

in Washington. os | aa 
: (3). As drafted, the contract mentions that, if invert molasses is 

_ needed in the war effort, the appropriate amount of raw sugar will = 
be taken out of the terms of the contract. The Cuban group stated 

_ that it would have some suggestions to make on molasses. __ 
(4) The draft contract stated that no insurance company would 

be entitled to underwrite more than 8% of the total coverage. While — 
stating that he wishes to avoid a repetition of last year’s situation 
with respect to insurance, Dr. Mafias expressed the fear that an 8% 
limit would be too strict and too stiff and might defeat the purpose 
which the CCC has in mind.” | ee ee 

(5) .Dr. Mafias called attention, on behalf of the Cuban group, to 
the fuel oil situation for the 1944 crop. Although not mentioned in a 
the draft contract, Dr. Maiias stated that the amount of fuel oil to — | 
be allocated by the Petroleum Supply Committee would, in the view 
of the Cuban Delegation, be entirely inadequate for the crop needed | 

_ by CCC. He stated that it is not feasible to grind a crop % larger 
with a fuel oil supply %4 smaller. It was suggested that he have 
submitted to the Embassy at Habana and to Washington a report in | 
this connection for consideration of United States authorities. 

| _ [On -September 22, 1943, the 1944 Cuban Sugar Crop Purchase 
Contract was signed in Washington, by Commodity Credit Corpora- | 
tion and the Cuban Sugar Stabilization Institute. By the terms of | 
this agreement, Commodity Credit Corporation contracted to pur- | 
chase a minimum of 4,000,000 English short tons of raw sugar out- | 
right at 2.65 cents, United States currency, per pound free alongside | 
vessel at the customary port of loading for each mill in Cuba. Unless | 
altered by further agreements, the total 1944 sugar crop was to be 
‘limited to 4,200,000 short tons, 200,000 of which would be available 

| * Not printed. Le bn ea On - 
» Approved September 1, 1987; 50 Stat. 903. . 

| * For details of the sugar insurance negotiations, Seepp.185 ff. — | |
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for Cuban consumption or, if not needed, included in the Commodity 
Credit Corporation purchase.] i oe a 

Memorandum 0 f Conversation, by Mr. George F. Scherer of the Divi- 
ston of the American Republics oe 

EY S - _ [Wasurneron,] September 28, 1943. 
Participants: | | Ca a. oe 

| Cupan CoMMISSION | - Unrrep States Commission 

_. Dr. Amadeo Lépez Castro — Defense SuppliesCorp. 
__ Senator José M. Casanova - Mr.SamuelH. Sabin’ | 

| Dr. Arturo Mafias — Mr.JamesFerguson 
_ Sefior Gaston Godoy ” Mr.CarlF.Rose  ©= © 

.  Sefior Teodoro Santiesteban?* = = Mr.JohnErickson = 
Senior Manuel Rasco | ge ey Be 

| | | Office of Economic | - 
Dr. Felipe Pazos Ls “Warfare 

| Dr. Oscar Albertini Parfare | ee, 
oe ee Ee  Mr.GeorgeL.Bell*® = 

 .- Strate DEPARTMENT | - Mr.John Eyre _ | | 

_ Mr George F. Scherer = fice of Price Admin. 
/ | Mir George Strasser 

It took just three hours for the meeting of September 27 to arrive 
at a statement; with the Cubans unable to accept the following pro- — 

| posal of the United States group, presented by Mr. Sabin: 

__(1) One contract to include both invert and blackstrap molasses. 
The United States is willing to take the exportable surplus of both 
1948 and 1944 blackstrap molasses, estimated at a total of about 100,- | 

| 000,000 gallons, = SE ope 
(2) Invert molasses to be sold on the basis of 2.40¢ per pound of 

sugar, with a minimum quantity of 100,000,000 and maximum of 280,- _ 
000,000 gallons. The quantity is to come out of the sugar crop as pur- | 
chased by CCC, although no guarantee can be given that the increase 
over 70,000,000 gallons will mean an increase in the size of the crop, as 
that is CCC’s decision. | ERE Oe 
- ‘3 Blackstrap price to be 55 cents per gallon. | ees 

(4) Deliveryatcustomarycoastalpoint. = =| be 
_ (5) Delivery on the basis of f.o.b.. vessel at the option of the In- 

stitute or mill with added payment of 3g¢ per gallon, 

_. Before reaching its final proposal, the United States Commission __ 
| reviewed subsidies and cost figures on invert and blackstrap molasses 

7 ™ President of the Cuban Sugar Stabilization Institute. | | So 
. 8 Secretary General of the Cuban Sugar Planters Association, = 4 

_ ™Vice President of the Defense Supplies Corporation.  . ce 
* Chief of the General Commodities Branch and of the Foodstuffs Division.



bon Bee ‘CUBA ve 177 

| and Lépez Castro expounded on Cuban-American economic relations, =—_— 

dwelling at some length on the trade agreement. He mentioned that | 
the Dominican Republic will receive a price of 2.65 for sugar although _ 

_ it has no trade agreement. So Se | 
The Cuban Commission clearly indicated that they could not sell | 

invert at less than 2.50 and that they would have to repeat all their : 
| previous arguments concerning the need for selling blackstrap on a 

‘sugar content basis in reply to a United States proposal = ts” 
- Comment: Tt appeared likely that the Cuban Commission has been 
negotiating on the same basis as it negotiated sugar, that is no less 
favorable provisions than the 1942 molasses‘contract are acceptable. _ 

_ They mentioned at the last meeting and for the first time that they — 
have no authority to negotiate a blackstrap price, as they must submit 

_ the matter to the Institute and sugar associations in Cuba. Theyhave | 
_ authority to agree on invert, since it is sugar for all intents and . 
purposes and the Commission’s activities, of course, relate directly to 

ee 8 eee” 
The American Ambassador in Cuba (Braden) to the Cuban Minister 

of State (Santovenia)*® 
No151 2 —ss—s awa va, October 19, 1943. 

, _ Excetamnoy: I have the honor to refer to the recently concluded 
| negotiations during which an agreement was reached by representa- _ 

_ tives of the Cuban Sugar Stabilization Institute and Commodity | 
Credit Corporation for the’sale to the Government of the United — 
States of America of a portion of Cuba’s sugar production of 1944. 
The discussions included certain matters of an intergovernmental | 

_ character affecting the sugar industry of Cuba, the control of which — 
is in the hands of Your Excellency’s Government. I now take pleasure 

_ in recording the agreements which my Government understands have __ 
| been concluded inthisconnection, = 

Sugar Lecrsnation ee eee 
My Government has noted with satisfaction the statement of the = 

representatives of Your Excellency’s Government, embodied in the | 
Cuban Memorandum of August 10, 1943 ** of the Cuban Sugar Com- 
mission, that no change should be made in the sugar legislation in — 
Cuba, for the 1944 crop and that the distribution of production should 
be based on the existing system of quota allocations. Representatives 

of both the Cuban Sugar Commission and Commodity Credit Corpo- : 

| 8 Copy transmitted to the Department by the Ambassador in his despatch | os 
No. 5017, November 4; received November 9. 

* Not printed. ) |
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ration indicated in the jointly initialed Memorandum of August 20, 
1943 * the importance of maintaining for the 1944 crop the sugar 
legislation at present in force in Cuba, with the distribution of. pro- 
duction during that year to be based on the existing system of quota _ 
allocations. ane Ey - | oe . 

It is the understanding of my Government that the measures 
adopted by Your Excellency’s Government concerning the work of 
handling and shipping sugar in all ports, sub-ports and shipping 
points of the Republic of Cuba which were placed in effect under | 
Ministry of Labor decree No. 892 of February 22, 1943, promulgated 

| in the Official Gazette of March 24, 1948 shall continue for the 
duration of the present state of war. | | | | | | 

| | Was oe a 

In a supplement to its memorandum of August 10, 1943 the Cuban: 
| Sugar Commission suggested, after consultation with its Govern- — 

ment, an exchange of notes between the Governments of the United 
States of America and of Cuba, to embody the understanding of the 
Institute and the Corporation that it is not the intention of Your 

Excellency’s Government to increase above those existing on July 1, 
1948 the stevedoring, loading and port wages, and other charges in 

| connection with the loading of sugar at ports, unless the export price | 
of sugar for Cuba increases. Should any increase in such export price 

_ for Cuban sugar occur, and an increase of a general nature in wages of 

_ the sugar industry be made as a consequence thereof, stevedoring, 
loading and port wages may be increased in a proportion not to exceed. | 

| the proportion of wage increases in the sugar industry. | 
~My Government would appreciate receiving confirmation of the in- 

tention of Your Excellency’s Government in this respect. _ | 

My Government welcomes the suggestion that the reduced freight 
rates made effective by Decree No. 1252 of April 21, 1943 covering the 
shipment of sugar to other than natural ports be continued in effect 
for sugar produced in the 1944 crop. It will be a pleasure to receive 
an indication of Your Excellency’s Government’s views on this point, : 

which was included in the Memorandum of August 20, 1943 initialed 
by representatives of the Cuban Commission and of Commodity Credit 

Corporation, 1 Ee 
Please accept [etc.] 7 - ..- [SpRUILLE Brapen] 

See footnotell,p.174 a | |
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837.61351/4403 OS > Pk ee 

The American Ambassador in Cuba (Braden) to the Cuban Minister | 
of State (Santovenia) . . 

No. 1152 : Hazana, October 19, 1943. 
-Exceriency: J have the honor to refer to my Note No. 343 of April 

8, 1948 relative to the possible accrual of a net profit to the Govern- 
ment of the United States of America as a result of the 1943 Sugar | 

: Purchase Contract. I also refer to Article Kighteen of the 1944 Cuban 
Sugar Crop Purchase and Sale Contract, the provisions of which 
apply to the determination of a net profit if any, resulting from the - 

_ 1944 sugar crop purchase. | | 
Taking into consideration the Article under reference, my Govern- 

ment reasserts its readiness to join in consultation with Your Ex- | 
cellency’s Government concerning the distribution, for the benefit of — 
Cuba, of any eventual net profit that may be disclosed. My Govern- | 

| ment has not undertaken the 1944 sugar crop purchase contract for the 
purpose of making a net profit, nor does it propose that any of its 
agencies shall profit thereby. In determining whether a net profit has 
been realized, the loss, if any, incurred by Commodity Credit Corpora- 
tion under the purchase agreement on 1943 Cuban sugar crop is to be 
taken into consideration among other items. a - | 

Please accept [etc.] | . [Srrum.e Brapven] 

837.61851/4446 Oo oe . | 
| The Ambassador in Cuba (Braden) to the Secretary of State 

No. 5182 Hapana, November 19, 1948. 
a oe oe | {Received November 23. | | 

Sir: I have the honor to transmit a copy and translation®* of Cuban 
_ Government Decree No. 3239 published in the Official Gazette No.638 __ 

on November 15. This decree authorizes the Cuban Sugar Stabiliza- 
tion Institute to sell to the Commodity Credit Corporation up to 28,000 , 
short tons of additional raw sugar from the 1943 crop in accordance | 

| with the purchase agreement for the 1943 crop. Originally 225,000 
short tons were set aside for domestic consumption, but article four of 
Decree No. 396 of February 5, 1943, provided that any unused surplus 
not required for domestic consumption might be sold and included un- 
der the purchase agreement. SE Ts 

- The total quantity of the 1948 crop of sugar purchased by the Com- 
| modity Credit Corporation, therefore, consists of the original 2,700,000" 

7° Copy transmitted to the Department by the Ambassador in his despatch No. 
| 5017, November 4; received November 9. oe | 

| * Not printed. | a oo
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short tons, an additional 300,000 tons previously purchased and the 
28,000 tons authorized by the attached decree, or a total of 3,028,000 

| short tons. Lge oe oe | 
Respectfully yours, _ For the Ambassador : | 

Pa GG, Mean 
| ae ee _  - Agricultural Attaché 

| 837.61851 /4444 : Telegram : 7 . a ; a, Sy / - . . 

_ The Secretary of State to the Ambassador in Cuba (Braden) | 

- | 2 ae | / - -—, Wasrtneton, November 24,1948—8 p.m. 

998. Reference is made to your despatch no. 5215 of November. 22, 
1943, transmitting the memorandum of November 22*' with regard to. 
molassesnegotiations,ete, 

| _ After careful consideration of the memorandum of the Cuban Gov- | 
ernment, this Government is prepared to renew discussions immedi- _ 
ately on the basis of the following points, which are thought to be of © 
major importance to the United States and Cuban Governments in 
their joint prosecution of the war: _ ee EE te i 

(1) In view of the close relationship between the production of in- — 
vert molasses and the size of the 1944 Cuban sugar crop, this Govern- 
ment contemplates the inclusion of discussion relative to size of the 
crop in the renewed negotiations, which determination will be reached 

| by Institute and Commodity Credit Corporation representatives un- 
der the terms of the 1944 Sugar Purchase Contract (Mr, Earl Wilson | 
will represent Commodity). ee | 

(2) Other products derived from sugar should likewise be con- 
sidered, such as: RES Be 

a. It is the intention of this Government to request the pro- 
_ duction of not less than 1,000,000 nor more than 1,500,000 short 
tonsofsugarintheformofinvert. = | 

, 6. Determination of the quantity and price of blackstrap avail- | 
ableforexport. = ERE AO a poly 

e.. The purchase and price of all surplus industrial alcohol ful- _ 
__ filling specifications available for export. a - 

| (8) While this Government is at all times ready to discuss matters 
affecting the long term economic relations of the two countries such as 
alcohol, the Cuban proposal for a permanent alcohol quota in the _ 
United States does not appear to lend itself to the present negotiations, 
since it does not concern the war agencies interested in sugar, molasses 
and alcohol procurement for 1944. RE oe 

The Cuban proposal is one involving permanent trade relations of 
the two countries and any action which this Government might be 
able to take would be subject to the policy of the reciprocal trade _ 
agreement program. = = enn | 

*. Neither printed. | a | | Oo :
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(4) On the successful conclusion of the negotiations for molasses. 
and alcohol it may prove unnecessary for either Government to estab- 
lish further control of Cuban beverage alcohol production, exporta~ _ | 
tion, or importation. The complexity of the present situation pre-. | 
cludesany commitment onthispoint. ss a | 

(5) While the wish of the Cuban Government to renew discus-. 
- sions in Habana has been most carefully considered, the interested _ 
agencies of this Government are hopeful that it may be possible for 
the Cuban Delegation to return to Washington for this purpose. In _- 

| this connection, the scope of the various problems under discussion. — 
and the number of United States: Governmental agencies involved. ; 
appear to make it more practicable for negotiations to be carried on _ oe 

| here. The assistance and cooperation of the Government of Cuba in 
this regard are earnestly sought. The Department is confident that — | 
you will make every effort to secure a favorable decision in this: | 
connection. _ age De eee 

You are authorized to present the foregoing views to the appro-~ 
priate Cuban authorities, urging their prompt consideration, in view 
of the importance of this problem to the prosecution of the war. 7 

887.61851/4457: Telegram | | oes | 

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

Bip ge ne 4 ar Hapana, December 6, 1943—7 p. m.. 

OTe ES oa ats : [Received 11: 47 p.m.] 

806. The Prime Minister in a confidential personal letter to me 
dated December 3 * states that he has received information to the 
effect that the Mexican Government in conjunction with the Pepsi . : 

~ Cola Company and other American interests is disposed to purchase: 
100,000 tons of Cuban refined sugar—40,000 for the Pepsi Cola Com- ces 
pany and 60,000 for the Mexican Sugar Institute—and to furnish © | 
Cuba in return with all the gas oil required for its agricultural diversi- 
fication * and Public Works Program. The gas oil and sugar would. _ 
be transported in Mexican bottoms exclusively. The Prime Minister: 

- inquires whether such a plan would conflict with any existing regu- | 
| lations of our Government and dwells once more on the difficulties: | 

- experienced by Cuba due to restricted gas oil supplies. - . 
I am informing the Prime Minister that this matter has been re- 3 

ferred to Washington, pointing out, however, that the plan seems. | 
of doubtful practicability as it would require our consent to the pro- 
duction in 1944 of an additional 100,000 tons of sugar and the ear- | 
marking of 40,000 tons thereof for a private concern; and as, in line. oi 
with basic pool principles, any gas oil imported from Mexico would a 

"Not printed. | | 
* For details of the diversification program, see pp. 223 ff. |
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probably have to be charged to Cuba’s over-all petroleum products 
quota. on oe : a | oo 

| I would appreciate receiving at the earliest opportunity an expres- 
sion of the Department’s views in the matter in order that I may © 
reply to the Prime Minister. : 

Not repeated to Mexico City. we : Braver 
| ce ee RADEN 

887.61351/4513 oo oe | oe ae 

Memorandum by the Chief of the Division of the American Republics 
_ (Bonsal) to the Assistant Secretary of State.(Acheson) 

a a _ [Wasuineton,] December 17, 1943. 

. Mr. Acurson: On December 20 in Washington representatives of - 
the Cuban Government, sugar and alcohol industries, will renew dis- | 
cussions involving the possible purchase by this Government of black- 

ss strap and invert molasses and industrial alcohol. Previous con- 
versations were interrupted in late September, when the Cuban group | 
indicated it was unable to accept Defense Supplies Corporation’s pro- 

| posal on invert and backstrap molasses. a 

Blackstrap Molasses | oe | os 

Since September, War Production Board has become increasingly _ 
concerned at. the sky-rocketing diversion into beverage alcohol of. 
Caribbean molasses urgently needed in the United Nations alcohol 
program. With the enormous expansion in Cuban alcohol producing 
facilities it is likely that no Cuban blackstrap molasses will be avail- 
able to the war program next year if the current negotiations are 
unsuccessful. ce Mah | | 7 

Invert Molasses | ee | | 

| WPPB’s present interest is to obtain as much invert molasses as it 
can in agreement with the food agencies of this Government and with 

_ the Cuban Government. The provisions of the 1944 Cuban Sugar 
Contract call for agreement between Commodity Credit Corporation 
and the Cuban Sugar Institute as to the total size of the Cuban crop 

| and for agreement as to the amount of sugar to be released from the 
contract for the production of invert molasses. eo | 

Agencies of this Government have agreed on the equivalent of | 
800,000 short tons of sugar in invert, but the Cubans may not be _ 
willing to produce much more than 600,000 tons as invert. Agri- | 
culture has estimated the 1944 Cuban crop at 4,850,000 short tons to 

| be distributed as follows: | * 

| — -Jocal consumption ........ 200,000 ~~ 
sugar... eee ee ee ee ees» 8,890,000 | - 

| Invert ..........2262..4.. 800,000 an
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| Alcohol. oe OB hs | 

‘This Government proposes to purchase Cuban specification indus- 
trial alcohol at a price related to blackstrap. While no official figures 
are available as to Cuba’s possible production, private sources estimate 

output of 190 proof alcohol as high as 80 to 90 million gallons 

annually. For alcohol not meeting specifications an adjusted price . 
may be paid. — | | 

Beverage Import Control . 7 | 

In May this year the Embassy at Habana suggested the advisability _ 

of establishing control of alcohol imports under War Production _ 

Order M-63 in order to safeguard for Cuba its supply of cooking and | 

motor vehicle fuel in the face of increasing beverage alcohol exports, 
_ WPB did not consider itself involved at that time, since the tanker | 

shortage made it impossible to move much molasses. Subsequently, — 

shipping eased, and WPB finds its much needed raw material diverted 

into non-essential use. It has been unable to agree to definitive import 
control although it indicates that it would be willing to use such 
control as a last resort and if the negotiations are about to break 
down. The level.at which imports would be fixed has not been — 
decided. uy edi th | 

| _ The Department has maintained throughout the numerous discus- 

gions. that we should inform the interested Governments including 

| Cuba, Mexico and so on, in advance of the establishment of import 
control. Se So te ee - _ . oSinge Oo . 

Numerous U. 8. Agencies Involved - | 
The variety of United States agencies interested in the matter has 

not made it easy to deal effectively with the Cubans. Commodity 
Credit Corporation, as purchaser of sugar; War Production Board, 
directing Foreign Economic Administration to procure certain quan- 
tities of molasses; and Defense Supplies Corporation as previous - 

- molasses purchaser, are all actively interested. It has been my feeling 
for some time that the purchase of molasses and sugar might very 
effectively be centered in one agency. _ | oo ee 
Mr. Crowley has decided that the American negotiating group will = 

be headed by Mr. Sidney Scheuer, Director, Foreign Procurement 
and Development Branch,FEA. | | 

In an effort to emphasize the importance of the molasses and alcohol a 
programs, the Secretary discussed the matter with Dr. Concheso, 

Cuban Ambassador at Washington. The Secretary spoke of the tre- | 
mendous diversion of an essential raw material into. non-essential — | 
channels, stressing the need for both Governments to face firmly the 
efforts and pressure of the private, powerful alcohol interests, 

: 461-083-6418 st _ -



184 FOREIGN RELATIONS, 1943, VOLUME VI 

_ I will be glad to discuss this matter further should you have any | 

| Pte W. Bonsan 

887.61851/4505 ee ee 
Mr. Gustave Burmeister ** to Mr. George F. Scherer of the Dwision of 

a the American Republics = re 

Oe Wasuineton, December 18, 1943. 
_ Dear Mr. Scurrer: Reference is made to Habana cable #806 dated 
December 6 concerning a proposal of the Mexican Government in con- __ 
Junction with the Pepsi Cola Company to purchase 100,000 tons of | 
Cuban refined sugar. — | ER oe 

_ It is the consensus in Agriculture that no such proposal should be _ 
givenfavorableconsideration, = 
- In the first place, the prospective Caribbean supply of sugar is ap- 
proximately 500,000 short tons below requirements upon this area as 
a source. The United States has commitments to furnish 700,000 

_ tons of sugar to North and West Africa and Russia under lend-lease 
and to certain other United Nations and friendly neutrals besides a 

| Jarge military and civilian ration demand. Also the equivalent of 
1,000,000 tons of Caribbean sugar probably will be required for the 
production of industrial alcohol, and 1,120,000 tons are needed to fill 

_ British and Canadian requirements. It is also important that stocks 
in the Caribbean as of the end of 1944 be maintained at a level that 

: will provide sufficient sugars to maintain the shipping schedule in 
early 1945, and to forestall the development of a shortage situation 
when the United States bargains for the 1945 crops. 
_ In the second place, Mexico has not taken any definitive steps to 
curtail the consumption of sugar, as have the United States, the United. 
Kingdom, Canada, Russia and French North and West Africa. On 
the contrary, consumption of sugar in Mexico has been rising sharply - 

| during the war years as.a result of increasing purchasing power, 
whereas in all of the other countries mentioned above, consumption 

| has been reduced to levels considerably below normal. In this con- 
_ nection it is noted that a part of the proposed import from Cuba is for 
the Pepsi Cola Company and is for the purpose of producing unra- 
tioned flavoring syrups for export to the United States. It is the con- 
sensus in Agriculture that the import of these syrups into the United 
States should be restricted and that the sugar value should be charge- 
able to the importer’s sugar ration. It is not unlikely that this action 

_ will be taken in the near future, in which case the Pepsi Cola Company 
would not require the sugar in Mexico. ee Oo 

* International Commodity Specialist in the Office of Foreign Agricultural 
Relations. | : | [
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_ Finally, it should be pointed out that Mexico is just starting to 
harvest a new crop of sugar cane and there is no likelihood of a sugar 
shortage developing there during the next 9 months. Reports have 
been received that the new cane crop has suffered damage from hur- 

__- Yicanes and flood, but no accurate appraisal of the extent of thedamage __ 
can be made until after harvest is complete. It is suggested, therefore, 7 
that no further consideration be given to the question of Mexico’s im- 
port needs until sometime next summer when a clearer picture of the | 

supply and requirements situation willbeavailable®®> = = 

kab” International Commodity Specialist 

887.61351/4494a: Telegram an re 
Lhe Secretary of State to the Ambassador in Cuba (Braden) — | 

| . —. ., Wasutneton, December 22, 1943—10 p.m. 
1082. The following basic principles with regard to the 1944 pro- — 

_ duction of Cuban invert molasses were agreed to at the first meeting ~ 
of the Cuban and United States Delegations on December 22: 

(1) Cuba to grind all its available cane. | nigel 
(2) 800,000 shorttonstobe producedasinvert. = © 3 | | 
(3) If crop is in excess of 4,750,000 short tons (present Cuban , 

_ estimate of total crop) decision will be reached later whether excess 
_ is to be produced as sugar or invert, the Cuban Delegation indicating | 

it will endeavor to produce largest possible amount of post-crop 

- (4) Price—2.50 cents per pound based on sugar content of ‘invert, oe 
with escalator clause similar to sugar contract and with terms as in : 
1942 molasses contract. Ae : See ee 

DISCUSSION CONCERNING INSURANCE OF THE 1943 AND 1944 CUBAN __ 
SUGAR CROPS Sse , 

—-887.61851/3735:: Telegram Pe a ee 
- The Ambassador in Cuba (Braden) to the Secretary of State 

| oo | _ Hapana, March 11, 1943—6 p. m. ? 
- | a [Received 7:14 p.m.] a 

143, My despatch no. 2319, of February 27,* re sugar insurance 
1943 crop. It is recommended in connection with the crop sale con- 

- *In instruction No. 2695 of December 27, the Department informed. the : Ambassador in Cuba that it concurred in the views expressed in this letter, a oo 
OR of went yas transmitted to the Embassy (837.61351/4500). | cop de .
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tract ** that a provision be inserted requiring public bids re insurance 
on 1948 sugar:. Although the cost of insuring such sugar through 
June 30, 1944, will be borne by the Cuban producers I believe that 

-- without some such safeguard a situation may develop in which our 
- attitude is misinterpreted to the benefit of certain interested persons 

in Habana. I am bringing informally to the attention of the Prime 
Minister *° rumors circulating in Habana with respect to alleged plans 
for splitting commissions in certain directions (the premium will re- 
portedly amount to almost $400,000) as well as to reports that those 
allegedly promoting the deal are saying that “the American Govern-_ 
ment wants it done that way”. I shall also point out that notwith- 
standing the fact that the cost of the insurance is to be borne by 
producers, with the American Government investing upwards of _ 
$150,000,000 in this crop, we can legitimately insist that responsible 
American brokers be not excluded from bidding for the business. | 

(Provision: for the placing of this insurance by the Institute *° is 
contained in article 16 of the crop decree transmitted with despatch — 
no. 2372 of March 6 last **). eo - | 

| , | ne oe | Se BraDEN 

_ 837.61351/3753 : Airgram oe ba | / - 

‘The Secretary of State to the Ambassador in Cuba (Braden) 7 

| | —. Wasuneron, March 20, 1948—12:30 p.m. — 
A-992. Reference Embassy’s 157, March 16, 8 p. m.** and previous | 

| correspondence. The insurance underwriting matter which you have 
discussed with Cuban officials has likewise received the consideration 
of Commodity Credit Corporation.” Jeg Pets cits 7 
CCC is insisting on the inclusion of clause in the contract providing | 

that payment will not be made on sugars stored in port warehouses 
| and remaining unshipped on June 1, 1943, unless covered by insurance 

| certificates acceptable to Commodity. In order to be acceptable, CCC 
has informed the Department that certificates must be completely 
satisfactory both as to the extent of the coverage and the caliber of 

the underwriter. re 
The Department agrees with CCC that the foregoing will provide 

sufficient security under the contract. | | | 

| - 8 Contract not printed. For details of the purchase agreement for the 1943 
sugar crop, seepp. 151 ff. | | 

: Ramon Zaydin. . . oe | 

“Cuban Sugar Stabilization Institute, a Government entity established to 
supervise production and export of sugar. mo _ oe 

“ Not printed. ae ae gst | | a 
“ United States Government corporation, authorized to purchase Cuban sugar.
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837.61351/3773 - oo, 

Memorandum by Mr. George F. Scherer of the Division of the 
! o American Republics* | 

| : [Wasuineron,] March 26, 1943. _ 

a | Sucar INsuRANCE = | | - 

The Embassy at Habana continues to devote considerable time and | 

effort to the questionable sugar deal involving Enrique Godoy. In | 

despatch 2528 of March 19 “ the Embassy reports on a conversation 

at the Embassy in which Godoy, the Ambassador and evidently Ellis - 

Briggs “ joined. I am inclined to feel that the Embassy is perhaps | 

overzealous in its approach to this insurance problem. Mr. Earl Wil- 

gon #7 of CCC has indicated that his agency is interested in making 

certain that the policies are in good companies and provide sufficient | 

coverage. I feel that the Embassy is not in a position to deal with the 

questionable phase of this matter in a practical way, and consequently 

the more it intervenes the greater is the possibility of it receiving some 

| of the eventual blame. — Ss 

837.61851/3860: Aireram Oe oe oe | a ee 

— The Ambassador in Cuba (Braden) to the Secretary of State _ | 

para, May 1, 19483—12:30 p.m 
| | ne [Received May 3—3 p. m.] 

| A-822. My despatch No. 2574 of March 285, 1943.4 The Cuban 
Congressional Committee investigating the Godoy sugar insurance ~ 
deal has voted a 4 to 3 approval thereof. I am reliably informed 
that this favorable decision resulted from pressure applied by the 
President * despite the unfavorable reports made by the expert wit- 

_ nesses. The matter remains much in the public eye. _ oe 
- Having in mind that only one month now remains before we are 
scheduled to advance approximately one hundred and thirty million 
dollars, I wish to reiterate the suggestion contained in the above- 
mentioned despatch that unless Commodity Credit Corporation is 

 @ yaaressed to Philip W. Bonsal, Chief, and Willard F. Barber of the Di- 
vision of the American Republics. Mr. Barber wrote the following comment: | 
“T fully concur in these comments regarding overzealousness.” 
““Member of the Cuban insurance brokerage firm of Godoy and Sayan, in 

Habana. On March 5, the Executive Committee of the Cuban Sugar Stabilization 
Institute authorized the brokerage firm of Godoy and Sayan to underwrite ‘‘pro- 
visional insurance” pending the establishment of a definite contract. . a , 

* Not printed. . | ee SEI ES : 
. “Counselor of EmbassyinCuba. Pee — 
“ Chief of the Sugar Section, Commodity Credit Corporation. Oo 

“8 Not printed. a, | 
“Fulgencio Batista y Zaldivar. __ oe -
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fully satisfied regarding the protection offered, we should lose no 
more time in sending an expert and disinterested sugar insurance 
investigatortoHabana. = = | | | 

| _ Lam of the opinion that a competent man should be able to obtain | 
and evaluate all the facts after a few days of intensive study and — 
discussions with all the persons involved and interested. But a. 
definite decision on the acceptability of the Godoy plan should not 
be further deferred, and in particular because of the afore-mentioned 
approval given by the Congressional Committee it might have an 
unfavorable effect were we only a few days before June 1 to announce 
that we did not consider satisfactory the Institute-Godoy arrange- 

oe ment (which was announced barely two months ago). a 
_ oe | ea BRADEN 

| $87.61851/8860 : Airgram : ne an 

| _ The Secretary of State to the Ambassador in Cuba (Braden) — .- 

Pa WasHineton, May 8, 19483—6:25 p. m. 
| No. A-1271. Reference Embassy’s Airgram A-~822, May 1, 12:30: 

p.m. Your recommendation to send sugar insurance investigator to 
- Habana to examine insurance deal has received careful consideration 

| of the Department and CCC, which agency awaits a reply to its 
letter of April 20 to Institute, mentioned in Department’s instruction _ 
No. 1551 of April 26° Although arrangement was announced two 
months ago, details have not been submitted and CCC prefers to 
have review of matter take place in Washington with full responsi- 
bility on Institute for presenting satisfactory coverage. When facts 

_ are before CCC, a speedy decision can be reached. _ . 
You are requested to ascertain from Institute how soon CCC may _ 

expect reply, which, of course, should be expedited. Bo | 
| (Banking arrangements have already been made by CCC for June 

firstpayment.) ee 

-—-887.61351/3895: Telegram Be a | 
_ Lhe Ambassador in Cuba (Braden) to the Secretary of State 

gga, May 21, 19485 pm. Zs Bo SRIEE oe eh [Received 6: 55 p.m.] 
- _ 847. Department’s telegrams numbers 600 May 20, 2 p. m.; *? and | 

601, May 20, 6 p. m.*? even assuming (as I find myself unable for 

° Neither printed. Se a 7 : 
-® See footnote 61, p. 190. | | | 

Not printed. | |
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reasons indicated in my telegram [airgram] number 936 of May 14 
todo) that the technical aspects of the insurance deal are the only | 
ones for consideration it seems apparent from telegram number 601 
that those aspects leave very much to be desired. 
Lam informed that the reinsurance is assigned to the Institute in 

order to protect it in the case of the bankruptcy of the Rhode Island | 
or the Metropolitan.** However, I am also informed that the re- 

_ Insurance is with Lloyds and may be canceled at anytime. = © | 
_ Ido not understand the “absence of satisfactory alternative” re- | 
ferred to in telegram No. 600 since it is apparent that if we reject the | 
Godoy deal the Institute will certainly produce alternate insurance _ 
proposals and if these should prove unsatisfactory we could offer to 

_ insure the sugar ourselves (of course at the expense of the Cuban | 

_ In accordance with instructions contained in telegram number 601, 
Norregard ** on behalf of CCC is conveying that message to the | 
Institute en te 

| oe eee ee ee - Brapen 

$37.61851/4008 ne ee 
Memorandum by the Assistant Chief of the Division of the American 
— Republics (Walmsley) er 

oe oo  PWasuineron,] May 29, 1948. 

- CAST Saas Cusan Sucsar INSURANCE SO 

The contract for the 1943 sugar crop *” provides in Article VIII (c) 
_ that the Commodity Credit will make payments up to 90 percent on 

June 1, provided the insurance contracts are satisfactory, in the - 
_ followingterms: = ©. eee | 

_ . “Said 90% payment shall be made against warehouse receipts cer- 
tified to by the Institute, identity certificates authenticated by the In- 
stitute, and insurance certificates acceptable to Commodity for cover- ee 
age equivalent to that placed by Commodity on February 16, 1948, cov- | 
ering sugar under the 1942 Cuban Crop Purchase Contract, but total | 
limit on the hurricane risk shall not be less than $5,000,000.” (Under- 
scoring’ mine **) — On nis ean oe 

* Not printed ; it is partially quoted in memorandum of May 29,infra. > 
The Rhode Island Insurance:Company of Providence, R. I., and La Metro- 

politana, Compafiia Nacional de Seguros, S. A. | | es | 
* Nelson Norregard, representative in Habana for Defense Supplies Cor- | | 

Poe A ddzessed ‘to the Under Secretary of State (Welles) and the Adviser on _ : 
Political Relations (Duggan). 2 PSwe settee Tee | 

* Not printed. For details of the purchase agreement for the 1943 sugar crop, os 
. Seepp.1sifi ee | 

| * For details of the purchase agreement for the 1942 sugar crop, see Foreign | 
Relations, 1942, vol. v1, pp. 315 ff. a Se Cee Tea e ge ts «Printed initalics. = coe we ere
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Ambassador Braden, in his airgram of May 14,°° reported upon 
alleged corruption in connection with the insurance deal which has 
come to be known as the “Godoy Proposal”. Mr. Braden has, for ex- 
ample, stated that “reports of corruption ... have... become 
..- Sonotorious . . . that I have reached the conclusion that even if 
the insurance appears secure . . .°° should we permit the deal to go 

_. through we can hardly escape criticism as being in effect party toa _ 
fraud”. 2... 0 So : Ce 

_. Mr. Bonsal, Mr. Scherer and I examined this message carefully and 

concluded that, 1f the proposal were to be refused, it should be prop- 
erly refused by the Commodity Credit, under the terms of its contract 
with the Institute, on technical grounds and not on allegations of cor- 
ruption nor for policy reasons, for which the Department would have 

| to take the responsibility. Mr. Bonsal sent a message reading as 
follows: Se , oe Oo 

“In absence of satisfactory alternative for present insurance pro- 
posal the Department considers its suitability should be determined 
entirely on its technical merits, by the CCC.” 

The CCC and representatives of the Institute were in almost con- 
tinuous session this week. The CCC called in an insurance specialist 
for consultation. Certain questions arose on which the CCC desired 

| additional security and assurances, primarily with regard to the rein- 
surance of the insurance written by one American company and four 
Cubans. The CCC is now satisfied with the reinsurance contracts, 
which have been passed upon as well by the insurance specialists, and 
have informed the Institute’s: representatives that. the insurance con- 
tracts are acceptable and that, therefore, sugar payments will be made 
June 1 in accordance with the Sugar Crop Purchase Contract. = 

Following our usual practice of keeping the Ambassador at Habana | 
up-to-date by sending copies of memoranda from time to time, we sent 
Mr. Braden two:-memoranda on two meetings, May 27,°? with regard 
to the insurance discussions. Those memoranda have now evoked an 

a unequivocal condemnation of the insurance deal (Habana’s 866 of May 
98%) in which Mr. Braden makes the following principal points: _ 

(1) Thetransactionis unsavory. oe CS 
(2) $200,000 graft will be distributed in high quarters. OO 
(3) Reports of graftare widespread. = = © | a | 
(4) The prestige of the United States Government would be in- 

volved if the insuranceisaccepted. |. | | 
(5) The rejection of the insurance should be based not on unsub-— 

stantiated allegations of graft but on technical grounds; and the Am- 

_ © Airgram A-936, not printed. cna BS 
®° Omissions in this sentence indicated in the original memorandum. | 
“Next of Department’s telegram No. 600 of May 20,2p.m. : 
® Neither printed. | ee _ 
@ Not printed. | ee | .
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bassador recommends employment of a competent expert (this was | 
. done according to CCC). anaes 

~~ (6) Rejection on technical grounds would nevertheless be inter- 
preted by the public as a rejection based in fact on the nature of the | 
transaction. a | | oe 

(7) The Ambassador requests that the deal be rejected as a matter 
of policy and future good relations with Cuba, | | 

| As we know, the Ambassador is considerably worked up over Cuban | 
- corruption. I think that from a purely practical point of view we 

should not request the CCC to withdraw its acceptance of this morning 
(before receipt of Mr. Braden’s latest telegram) of the insurance, for | 

the following reasons: | | — 

(1) The reinsurance according to the experts is good and safe. _ 
| (2) Refusal could prejudice the entire contract by placing the In- | 

stitute in a position where its essential collaboration in fulfilling the 
terms of the contract would be jeopardized. __ | 

(3) The Institute would lay itself open to renewed sniping by its 
opponents who are always trying to build up a case for its abolishment 
_(which course might bring about the collapse of the non-political sugar 
control structure and seriously injure our interests. ) - | | 

OS soap er 8 - W.N. WatMsLey, JR. 

837.61351/3888: Telegram _ | a 
The Secretary of State to the Ambassador in Cuba (Braden) | 

| es Wasuineton, May 29, 1943—7 p. m. 
— 626. The Commodity Credit Corporation has made a most careful 
study of the insurance contracts, in connection with which they have 
been in almost continuous session for the past few days, with Rasco,® 
Albertini ** and Godoy representing the Institute. The principal 
issue has been the reinsurance in connection especially with the 
policies of the Rhode Island Insurance Company and four Cuban 
companies. : o a 7 | 

The representatives of the Commodity Credit Corporation havein _ 
this regard obtained from the Institute’s representatives, through 
negotiation, certain readjustments and additional commitments which . 
from the technical aspects are satisfactory to the Commodity Credit 
Corporation, a Se 

Thus the Commodity Credit Corporation has concluded that the | 
coverage is satisfactory and it will according to the contract be able 
to effect 90 per cent payments on June 1. Oo | 

* Contract for United States purchase of the 1943 Cuban sugarcrop. = | 
& Manuel Rasco, Jr., Administrator General of the Cuban Sugar Stabilization 

te Oseay Diaz Albertini, Secretary General of the Institute. oe te De |
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_ The Department’s representative attending these insurance meetings 
has followed the discussions with your opinions of the transaction 
fully in mind. The Department. did not see fit to urge the CCC as 
purchaser of the sugar to inject into its examination of the contracts 
and in its conversations with the Cubans any other considerations 
than the proper technical ones. (It might be mentioned that the Com- 
modity Credit Corporation would also be loathe to place the Institute, 
whose collaboration in the coming months for the fulfilment of the 
sugar purchase contract is essential, in the extremely embarrassing 
position vis-a-vis the industry in which refusal to accept the insurance 
contracts would have placed it.) a Aone 

887.61851/40000 eee 
The Assistant Chief of the Division of the American. Republics 

(Walmsley) to the Ambassador in Cuba (Braden) 

No.66 _ -‘Wasutneton, May 31, 1948. 

Dear Mr. Axwsassapor: All of us who are interested in Cuba | 
(and there are many) have given our very best thought to the sugar _ 
insurance problem on which you have sent a number of interesting, 

| helpful and informative messages. = sts—S 
_ Knowing how very interested you and Ellis* have been in this 

_ transaction, I should like to give you a summary, of the developments 

| and of the factors which have guided the actionyhere. 
Discussions have been held within the Department among such 

Cuban experts (and near experts) as Larry, Phil, George ® and 
me; and the pros and cons were even carried to the highest quarters. 

In all of the discussions, both intragovernmental and with the 
Cubans, which have been held in the CCC, we have had a representa- 
tive present, to express your views and those of the Department, and - 

| tokeepusinformed. see 
_ The CCC, throughout its examination of the insurance and rein- 
surance contracts, had the benefit of the assistance and advice of a 
Department of Agriculture insurance expert. its | 

_ Frankly, we did not feel that we could muster sufficient substan- 
tiated evidence of a political nature which would justify asking the 
CCC, which was entirely satisfied with the risk on technical grounds | 

to refuse acceptance of the contracts. One of the results of disap- 
proval on unsubstantiated political grounds may well have been 
accusations against this Government and probably especially against 
the State Department that this was a successful maneuver on the 
part of other groups of less-favored insurance companies. ... _ 

? Bilis O. Briggs. a So a 
* Laurence Duggan, Philip Bonsal; and George Scherer. = 3 = 7
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We have made a few inquiries among sugar people with regard | 
to the practice of splitting commissions and have been uniformly | 

| told that this practice is traditional and unquestioned (regardless of 
its merits) in the sugar industry in Cuba. We have also made in- _ 
quiries as to the degree of commission splitting and have been uni- 
-formly told that the amounts split this year are not out of line with | 
split commissions in previous years (always in relation, of course, 

_ totheproportionsofthetransaction). = a 
_ In substance, then, it appears that neither the practice of com- 
mission splitting nor the degree has been very different this year than 
Inpreviousyears.. CS | 

_. Incidentally, the CCC feels confident that the reduction in rates © 
| which has now been effected would work to the advantage of this | 

Government when the CCC assumes title to and responsibility for 
theremaining’43sugars. | oR | 

Sincerely yours, = © Wfatrer] N. W[atmstey] > | 

887.61851/4182 0 a ee 
Memorandum by Mr. George F. Scherer of the Division of the 

American Republics to the Chief of the Division (Bonsal) 

| ee TWasrneton,] July 24, 1948. 

sd Insurance on 1944 Cuspan Sugar Crop tt” 
_ Mr. Bonsau: Mr. Wilson of CCC mentioned to me during yester- 
day’s sugar meeting that neither he nor Mr. Brown ® have been able 
to discover a way by which a provision can be inserted in the 1944 
sugar agreement ”° guaranteeing a minimum of manipulation in under- | 

-_- writing the insurance contracts. ee ee | 
I am disturbed at the prospect of a recurrence of Godoy’s operation 

, on the 1943 crop. While there was little for the Department to do 
after the arrangement had been presented to CCC with the approval | 
of the Institute and the Cuban Senate, it strikes me that the Depart- 
ment or CCC might well call to the attention of the Cuban Delegation  —_— 
the desirability of providing an equal opportunity for the various | 
underwriters legally doing business in Cuba to contract for the 1944 _ | 
insurance. May I please have your views? OER 

° Courtney Brown, vice president of the Commodity Credit Corporation. | | 
— ™ See pp. 167 ff., especially the bracketed note on p. 175. Co tahoe St
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837.61351/4365 age Bau A 

— Mr. Karl B. Wilson of the Commodity Credit Corporation to the Chief 
| | of the Division of the American Republics (Bonsal) ™ 

ee WASHINGTON, October 9, 1948. _ 

Dear Mr. Bonsat: Prior to the 1943 crop, the bulk of the Cuban — 
sugar warehouse insurance was handled through the New York insur- 
ance brokerage firm of Johnson & Higgins. As you know, the 1948 , 
insurance was placed by the Institute through Enrique Godoy in 

| Havana. . oo 
' Mr. Louis Tofte of the firm of Johnson & Higgins called on me 

yesterday and stated that the insurance companies, which are among 
the most responsible in the United States, that handled the insurance 
prior to 1943 are prepared to reduce their rates in an effort to recover 

| the business. The companies that Mr. Godoy placed the insurance 
with were not sufficiently large to handle the coverage alone and it was 
necessary to have extensive reinsurance in order to afford the neces- 
sary protection. 'We hope that the 1944 insurance can be spread so 
that it will be placed with responsible companies with a very limited 

-amountofreinsurance. =| oe an | 
For that reason we are glad to hear that Mr. Tofte’s group is pre- 

pared to reenter the market. He stated that he is sure that the rate 
they will quote will be low enough to get the business but is afraid 
that other considerations will influence the decision of the Institute. © 
He feels that if the Institute would agree to ask for sealed bids and 
open such bids in a manner that would insure the lowest bidder re- | 
ceiving the business, the situation would work out satisfactorily. If 
sealed bids are not required, he is of the opinion that whatever he | 
quotes will be shopped around by competitors and the entire insurance 

picture willagainbecomeconfused. | 
Commodity Credit Corporation is particularly anxious for a greater 

spreading of insurance because of the larger crop in 1944 and the 
greater amount of money involved in the advances to be made by Com- 
modity to the producers. The suggestion of sealed bids appeals to us 

| and we would appreciate anything Mr. Braden can do to further the 
program, providing it meets withhisapproval. = a 

Mr. Tofte will be in Havana in the very near future and we are 
suggesting to him that he call upon Mr. Braden prior to discussing 
the insurance: problem with any other parties in Havana. oe 

Very truly yours, —_— Kart B. Winson 
| Director, Sugar Division 

2A copy of this letter was transmitted to the Ambassador in Cuba in De- 
partment’s Instruction No. 2410 of October 16 for his information and comment.
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- 887.61351/4483 | | eh ee eee 

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

No. 5447 0 Hapana, December 18,1943. 
[Received December 22. ] 

Sir: I have the honor to refer to previous correspondence con- 
cerning the insurance scandal relative to the 1943 Cuban sugar crop | 
and to the opinion which I have expressed on various occasions that - 

| unless the Institute takes a strong stand in the matter a similar un- _ 
_ savory deal is likely to be attempted (and consummated) with respect — 

tothemuchlarger1944 crop. Be 
_ I consider that the only sound procedure in the premises will be | 

for the Institute to call for bids for the 1944 insurance, with the 
| understanding that should there appear to be collusion among the 

underwriters and unsatisfactory bids submitted, the whole subject 
| be aired and a new call for bids made. Should this be done, I have — 

no reason to doubt that responsible companies will make offers com- 
bining reasonable rates with maximum security. a | 

In order to sound out the situation I have taken up this question 
informally with several of the leading American hacendados,” having 

_ In mind that in the first instance the Hacendados Association 7 could 
be useful in promoting through its members in the Institute full dis- 
cussion of the matter, with a view to Institute endorsement of com- 
petitive bidding. Insofar as I have been able to determine thus far, 
all of the American hacendados favor competitive bidding with the 
possible exception of Mr. Philip Rosenberg of the General Sugar 
Estates (National City Bank) who had a falling-out with his under- 
writers two years ago with the result that he contracted for insurance — 
on the 1942 and 19438, crops through the Rhode Island Insurance 
Company (represented in Habana by Enrique Godoy). I have not 

yet discussed the matter with Mr. Rosenberg, although I intend to | 
do so. Other American hacendados have been emphatic in denounc- 
ing the “negocio sucio” ™* of the 1943 insurance and in deploring the 
way in which it inevitably damaged the prestige and standing of the 
Institute. Beet yl a | 

_. I have good reason to believe that, although eight months ago he | 
loudly condemned the Godoy deal as “un atraco” 7 Senator Casa- 
nova * in fact had considerable to do with putting it across. Should oO 
there be any discussion of these matters during the forthcoming 

2 Sugar mill owners. OO ; 
- . ® National Association of Sugar Mill Owners of Cuba. . 

- “ “Dirty business.” i 
* “A holdup”. | mee, a a 

— 8 José Manuel Casanova, Chairman of the Hacendados Association. . | |
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molasses-alcohol negotiations, it might be desirable to bear the fore- 
going in mind. OF tee ees 7 | 

While I appreciate that at this juncture the question of insurance 
on the 1944 crop is not a matter in which our Government has any _ 
official say, nevertheless the insurance eventually “shall be subject to 

_ acceptance by Commodity and the Institute . . .”7* pursuant to Ar-_ 
ticle 10 of the 1944 contract.”® I wish therefore to reiterate the view | 
which I have earnestly expressed on previous occasions, namely that _ 

| the good name of our Government was not enhanced by our acceptance 
of the 1948 crop deal, the corruption involved in which was a matter 

_ of widespread public knowledge in Cuba and likewise in sugar and 
insurance circles in the United States. It was a source of deep regret 

| to me that the Department did not see fit to support my recommenda- | 
| tions in this matter, and my purpose in raising the issue again, at 

this time, is that unless we cease to be acquiescent in this particular, 
I should expect last year’s arrangement with its attendant graft to 

_be duplicated when the time comes to insure the 1944 crop. 
Respectfully yours,  Sprume Brapen 

 88T.61851/45E re | | 
Memorandum by Mr. George F. Scherer of the Division of the 

American Republics — ee ae 

| a —s PWasuineron,] December 30, 1943. 

| sd G@gygran Cusan Sucar Marrers 

, With respect to Habana’s Airgram no. A-2531 of December 21,” 
Mr. Earl Wilson informed me on December 29 that he plans to talk — 
over the incomplete exchanges of notes with Sefior Lépez Castro * as. 
soon as the latter has recovered. NERA | 

Mr. Wilson also mentioned he had talked with Dr. Arturo Maiias * 
concerning the 1944 sugar crop insurance. It appears that all agents — 
have been circularized by the Institute which indicated that Enrique _ 
Godoy would be the broker. Certain agents have informed the insti- 
tute that they will take part in the underwriting only through their 
customary brokers. Mr: Wilson regards this as a favorable develop- 
ment, since it shows that the insurance matter is now “in the open” 
and the Institute is likely to act more circumspectly than before. 

-® Omission indicated in the original despatch, a 
~ Not printed. eo | i So 

| * Addressed to Philip W. Bonsal, Chief of the Division of the American Re- 
publics, and Willard F. Barber of the same Division. _ 

5! Amadeo Lépez Castro, President of Cuba’s National Development. Commission 
and special representative in Washington of the Cuban Government. | 

| ® Arturo M. Mafias, Cuban consulting lawyer in sugar negotiations. .



Mr. Wilson pointed out again to Dr. Majias, as he did in August, 
| the importance of satisfactory insurance. He stated that CCC will | 

not accept the large amount of reinsurance that accompanied the 1943 
contract, nor will CCC permit any single company to carry more than - 
%% of the total insurance involved. FRE Se 

Mr. Wilson feels that CCC’s position has been presented em- 

phatically and frequently enough to make it impossible forthe Cubans _ 
— Jater to claim a lack of sufficient time to get organized. ss 

REPRESENTATIONS REGARDING INTERVENTION BY THE CUBAN GOV- | 
ERNMENT TO COMPEL RESTORATION AND CONTINUED OPERATION 
OF AMERICAN-OWNED SUGAR MILL DESTROYED BY FIRE | | 

 «g37.48/1e9 Le LO Bee, le 

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

No.2008° 2 Hazana, January 21, 1943. | 

| Received January 23.) _ 

Sir: With reference to my telegram no. 39 of January 20, 1 p. m.,°* 

reporting the destruction by fire of the American-owned Tinguaro 
Sugar Mill at Perico, Cuba,** I have the honor to enclose a copy of 
pertinent portions of a report ®* by the Office of the Legal Attaché of = 
this Embassy, giving details regarding the destroyed factory. | 
This report states that the fire which destroyed the Tinguaro Sugar _ 

Mill, which is owned by the American firm, Cuban-American Sugar 
Company, started about 4 a. m. January 20, 1948, probably from a 
short circuit in the electrical wiring system, and except for the packing 

room and the centrifugal room, the plant is a total loss. At the time | 
of the fire the factory was being repaired and put into operating 

| condition in preparation for the coming grinding season. The , 

estimated loss due to the fire is placed at $1,500,000. a | 

_ Mr. Joseph B. Harris, General Manager of the Cuban-American 
Sugar Company, stated that he did not believe the fire was caused 
by a saboteur as it would have been very difficult for an outsider to | 
enter the plant due to careful guarding of the place, and workers of = 
the plant would be unlikely to damage it since they would only be | 
depriving themselves of employment. — Eh : | 

Mr. Harris stated that the factory employed about 200 workers | 
during the sugar harvest season; that the daily capacity of the mill | 
was 2,300 sacks; and that the estimated production for the current 

season was to have been 170,000 sacks. NE sss | 

> Not printed. a Ba, 
. ™ his mill was third in size among the six Cuban-American Sugar Company 

mills and accounted for about 11 percent of the company’s total production. , |
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There is also enclosed a clipping *’ from the local vernacular news- 
__ paper, 27 Mundo, of today’s date giving an account of the fire and its 

effect on the coming sugar crop. It will be noted that according to 
| this account, the damage was not so extensive as at first reported, and 

| that it was possible the mill could be. repaired and operations started 
in about forty-five days. The newspaper also states that the damage 
probably will not exceed $150,000, and that the number of workers 

| _ affected by the holocaust totaled about 600. These figures are in direct 
| variance with those given by Mr. Harris. The article stresses the 

| fact that there had been no disagreement between the company and 
the employees. Most of the remaining facts cited in the clipping are 
the same as those included in Enclosure no.1. © © 

_ Further details regarding this fire will be forwarded to the 
Department when they become available. OS | | 

Respectfully yours, For the Ambassador: 
PORTA AA Le | | -  Ropsrr P, Joycr 

| OS | Second Secretary. of Embassy 

887.61851/3669 ti a | 

_. Lhe Ambassador in Cuba (Braden) to the Secretary of State 7 

No. 2260 ee _ Hapana, February 19, 1943. 
rere. | - [Received February 24.] 

Str: I have the honor to refer to my despatch no. 2242 of Feb- 
ruary 18, 1943, and enclosure no. 2 * thereto reporting the contem- 
plated action of the Prime Minister * to issue a decree whereby the 
Cuban Government would take over the Tinguaro property and 
reconstruct the mill thereon. It will be recalled that this mill be- 

longs to the Cuban-American Sugar Mills Company and was approxi- 
mately 50% destroyed by fire several weeks ago. — 

Mz. Kaiser,°° President of the company, arrived in Habana about 
the middle of January and had a meeting with the Prime Minister 
on February 5. At this gathering, which was also attended by 
the company’s attorney, Dr. Arturo Majfias, the Prime Minister 
strongly urged that the company reconstruct the mill in order to 
give employment to the workers therein. Mr. Kaiser stated his 
belief that his directors would be unwilling to do this’ unless. they 
were assured by the Cuban Government that this property, which 
he claims has been unprofitable, could be placed on a basis where 
it could operate without loss, and to this end he demanded as a 

“Not reprinted. So | . 
* Neither printed. 
* Ramon Zaydin. a — | 
© David Keiser. oS | a
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| quid pro quo for his company’s carrying out its reconstruction that 

the government assign an additional quota to the property and ob- 
- tain a reduction in railroad freight rates for it. The Minister replied 

that he would favorably consider such action once the mill had been 
reconstructed by the company, but that unless this work were com- 

- menced forthwith the government would be compelled to intervene, 

take-over the property, operate it for a period and reconstruct the 
- mill itself for the company’s account. OO | 

On February 12 the Prime Minister advised me that the President ** | 

had ordered him to intervene in the mill immediately, and to this — 
end a decree was being drafted. The Prime Minister also expressed 
great annoyance because despite Mr. Kaiser’s promise to consult 

with his Board of Directors in New York, a week had passed and 

Mr. Kaiser had not even left Habana. | | 

The following day Mr. Kaiser called on me, and I expressed my 
regret that he had not done so before since probably my good oifices 

might have been more effective if I had been consulted before matters 
had reached such an impasse with the Prime Minister. However I 
was able to induce the Prime Minister to defer any action until a more 
thorough discussion had been had. ee 

Accordingly on February 15 I attended a meeting at. the Prime Min- 
_ ister’s office at which in addition to Dr. Zaydin and myself there were _ 

present Minister of the Presidency Lépez Castro, Mr. Kaiser and Dr. | 
Majias.°2 The Prime Minister still demanded that the company agree 
forthwith to reconstruct the mill and said that otherwise the decree 
which he held in his hand would be issued immediately giving effect : 
to the government’s intervention. Mr. Kaiser refused to commit him- | 
self but indicated that his directors would consider it a better course | 
for the company to collect approximately $400,000 of insurance cover- 
ing the loss by the fire, to have its cane ground in other millsin the 

_ vicinity and not reconstruct a plant which had been a losing venture for | 
fifteen to twenty years with the sole exception of 1942. — | 

| I pointed out to Mr. Kaiser that the government was faced with a 
difficult social and political problem, that neither the State Depart- 
ment nor this Embassy could do more than exercise good offices unless 
it should be established at some time that there had been a denial of 
justice” and that this might be difficult to do since the Cuban Constitu- 
tion provides that inherent in property rights are social obligations. I 
also pointed out that intervention in this property might have reper- 
cussions on his company’s four other centrals* and on American invest- 
ments in the sugar industry in general. I said that to avoid all of the | 

ot Fulgencio Batista y Zaldivar. | | | . | 
. ” Arturo .M. Mafias, consulting lawyer. a 
For explanation of this term, see footnote 49, p.124. _ ae 

“Sugar mills, = 9 2. | Be oe oo 7 

461-035-6414 a ea Oy
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disagreeableness, including the possible criminal suits alleging arson — 
in the case of the fire, that I felt the company should be willing to make 
some effort to ease the Prime Minister’s problem and that this, I _ 
thought, might be done if the company would agree, pending its reach- 
ing a decision with respect to reconstruction, to pay normal wages to 
its employees who had been deprived of workbythefire = 

7 On the other hand I explained to the Minister that in view of our 
stringent laws I felt Mr. Kaiser was entirely accurate in his allegation 
that he could not take any action without the prior approval of his 

- Board. I explained Mr. Kaiser’s delays as misunderstandings. I ex- 
pressed the hope that the Minister’s problem from the social and politi- 

| cal aspects might be temporarily assuaged through the payment of | 
wageslhadsuggestedtoMr.Kaiser. = 2 a 

| It required several hours to accommodate the differing viewpoints 
| of the Prime Minister and Mr. Kaiser, but I am now glad to enclose _ 

copy of Acta dated February 16% from which it will be noted that 
the intervention in the mill has been deferred and that Mr. Kaiser has _ | 
through February 23 in which to advise whether or not the company 
will pay its mill workers the normal wages they might have expected 

| this season. In any event these wages will be paid through February 
93, and the company will have until March 9 to determine whether — 
it will or will not reconstruct. If it should decide not to reconstruct 
then the government may intervene, but will not take over company 

| revenues unless the company is relinquished from the obligation to 

paywages, 
That even this temporary solution has eased the situation is indicated 

by the following telegram which has just been received: | 

— “Concentracién trabajadores y pueblo felicita su actuacién en el 
grave problema central 'Tinguaro. AS oo 

| | EE “Sindicato Central Tinguaro”.*° 

I sincerely hope that the company Board of Directors will decide to _ 
reconstruct the mill, particularly as the Prime Minister has promised 

| Mr. Kaiser in Dr. Mafias’ and my presence that the government will do | 
its utmost to improve his corporation’s earnings. While there is no 
question that. there are too many sugar mills operating on this island, _ 
it is also true that through the years communities have been built up 
around the centrals so that their sudden cessation, as in the present in- 
stance, would entail severe hardship on the workers, and undoubtedly 
a social obligation does devolve on these sugar companies. 2 

Not printed; it was a formal memorandum of a conversation that took place 
on February 16 between Zaydin, Lopez Castro, Keiser, and Mafas in which the 
Cubans presented a 9-point statement of their idea of the Company’s obligations 
to its workers and in which Keiser explained that company action must await 

| decisions of the Board of Directorsin New York. 3-7 
| * <The mass of workers and people praise your action in the serious Tinguaro 

Mill situation. Tinguaro Mill Syndicate.” . os . |
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_ In my opinion this Tinguaro affair has vividly brought to the fore 
the necessity which exists for sometime effecting a complete reorganiza- 
tion of the sugar industry in Cuba. Sete 
- Respectfully yours, = ‘Sprumie BrapeN 

- 887.61851/8868 es ee OP Boe ce 
| _ The Ambassador in Cuba (Braden) to the Secretary of State 

No. 2951 —  Aapana, April 30, 1948. 
ye Ug ae ee [Received May 7] 

_ Sir: I have the honor to refer to my despatch No. 2545 [2856] of 
April 28, 1943 ®” and previous correspondence relative to Central — 
‘Tinguaro of the Cuban American Sugar Company, and to report that 

_ Mr. David Keiser called at the Embassy yesterday and informed me 

_ that it is not the intention of his Company to rebuild the mill. =| 
_ For reasons with which the Department is already familiar, the | 
Company concludes that it would: be uneconomic to. reconstruct | 

_ ‘Tinguaro, which operated for nineteen out of the last twenty yearsat => 
a loss, and Mr. Keiser is now negotiating with Mr. Edward G. Miller, 
head of the Compaiifa Azucarera Atlantica del Golfo, for the sale of 
the property with the understanding that the cane quotas would be — 
transferred to one or another of the Atlantica mills in the vicinity, and 

: that the Tinguaro mill itself would not be rebuilt. No agreement be- _ 
tween the companies has yet been reached, but Mr. Keiser character- __ 
ized the negotiations as “promising.” (I have received similar in- | 
formation from Mr. Crosby of Atlantica.) Ea pene 

-__-I pointed out to Mr. Keiser that the decision not to rebuild is 
_ directly counter to the announced intentions of the Prime Minister, 

and moreover that Dr. Zaydin has expressed himself recently as some- 
_ what irritated over Mr. Keiser’s failure to abide by the terms of the 

_ Acta of February 16 last ** (please see despatch No. 2260 of February 
19, 1943), under which Mr. Keiser had agreed to inform the Prime . 

‘Minister of the intentions of his Company within a period of three _ 
weeks, A further ingredient of the Prime Minister’s annoyance isthe 
altercation over the number of days’ pay to which the workers are en- 
titled under the Acta, it being Dr. Zaydin’s contention that had the | 
mill operated, the za/ra° would have lasted approximately 50 days, 

__ whereas Mr. Keiser has thus far declined to pay the wages of the batey 
workers, 868 in number, for more than 41 days. (Dr. Mafias in a 
private conversation was somewhat critical of Keiser for not adopting 

| a more conciliatory attitude on this point.) oe, | 

| Notprinted. ~ Capris - 
* See footnote 95, p. 200. © | pO 
*” Supply of cane. , CER rR gee 7 

_ #* Mill hands. eS Be
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Mr. Keiser went on :to.say that the Prime Minister had visited 
Tinguaro in company with Sr. Lépez Castro and a Cuban engineer 
on April 17 last, on which occasion the Prime Minister declared 
publicly to.a crowd of several thousand persons, including Tinguaro 
workers, that the Government would see to it that the mill is in 

| operation next year. In this connection Dr. Zaydin is reported to 
have said “Next year I will be drinking guarapo with you instead 
of coffee.” .Furthermore, the Government engineer has apparently 
reported that the damage was far less than at first supposed, that the 
machinery is practically all in usable condition, that no parts or | 
materials will have to be imported from abroad, and that it will be 
a relatively small matter to put the mill in working condition. Mr. 
Keiser denied this, stating that a number of parts, such as the heavy 
flywheels, were subjected to extreme heat which might render their 
continued use extremely dangerous. However, Mr. Keiser admitted 
that the Chief Engineer of his Company has not yet made an inspec- 
tion of Tinguaro (the fire occurred last January). — | 

Finally, Mr. Keiser observed that there are no legal provisions 
| which would authorize the Government either to seize the mill or 

toforcehisCompanytorebuildit, © 7 7 
: I spoke to Mr. Keiser with considerable frankness. I told him 

that from every economic point of view I agreed with him 100 
| percent in his estimate that Tinguaro, on its record, is probably not 

worth rebuilding. I adverted to numerous speeches and private con- © 
| versations during the past year, in which I had advocated a basic 

reorganization of the Cuban sugar industry, which would include _ 
the abandonment of a number of marginal and submarginal mills as | 
well as the removal from the books of the non-grinding mills. Unless | 
some such reorganization takes place, I stated that I am not optimistic 
concerning the future of the industry here, but I admitted that it 
would probably take little less than an economic earthquake to bring 
about such a reorganization. Conceding that the Prime Minister 
may have been somewhat reckless in the statements he is reported 

| to have made at Central Tinguaro, nevertheless it is a fact that the 
Cuban Government is faced with increasingly difficult social prob- 
lems resulting from wartime conditions and the declining level of 
commercial activity. I said that I would discuss the matter again | 
with the Prime Minister as soon as the latter recovers from his present 
illness, but that I felt Mr. Keiser should in the meantime make every 

| effort to obtain local support. Specifically I said that he should 
discuss his problem frankly with the Association of Hacendados ? 
with a view to eliciting their endorsement of the proposed sale. In 
that connection I mentioned the effectiveriess of the work of the 

2 Association of Cuban Sugar Mill Owners. | or



ae en 

| a CUBA 203 

Asociacién Nacional de Industriales de Cuba in the matter of the 
recent Bacardi* strike. I suggested that it might be equally efiec- _ 
tive should Mr. Keiser obtain the backing of organized sugar labor, 

which he could seek to do on the grounds (1) that labor involved 
in cutting, hauling and grinding of Tinguaro cane by other mills 

- would represent no reduction, and (2) that Keiser was prepared to | 
- continue to make every effort to find jobs for the Tinguaro batey 

--workers. _ | ee a - 
- Mr, Keiser appeared to be impressed by these suggestions, and he 
stated that he would promptly investigate the possibilities. = 
With respect to batey labor, Mr. Keiser informed me that he has 

managed to place fifteen men with mechanical training with the | 
Nicaro Nickel Company, that he is endeavoring (without success 

| thus far) to interest others in peanut planting, and finally thathehad 
obtained fifty Tinguaro volunteers who desire to proceed to Florida. 
In the last connection he showed me a cable from his New York 

office to the effect that this plan, which had apparently been approved | 

by all the interested agencies of our Government, has now been blocked 
by the Attorney General in Washington. I told Mr. Keiser that I 
was somewhat surprised to receive this information in view of the 
recent expressions of interest on the part of our Government in the 
utilization of Cuban labor in the United States, and that I would 
telegraph the Department of State requesting information in the | 
premises. That message is my telegram No. 278 of April 29, 8 p. m.‘ 

- Respectfully yours, | | Sprurtie Brapen 

887.61851/4086 oe De Shs uae fee 
Memorandum by Mr. George F. Scherer of the Division of the ; 

| | . American Republics * oe aor = 

co sd PWassineron,| July 15, 1943. 

OS Stratus oF CENTRAL TINGUARO - | | 

The Embassy at Habana reports, in despatch no. 8745 of July 8, | | 
1943,¢ that the Cuban Government has brought suit against the Cuban- 
American Sugar Company, alleging that the fire of early 1943 | 
destroying most of the Central Tinguaro was of incendiary origin. 
The company has employed an impressive array of legal talent which _ 
it hopes will cause the case to be resolved favorably in the very near — 

future. mG | | Oo 

Mr. Keiser of the company is endeavoring to close a deal with Mr. | 

* Cuban-owned rum plant in Santiago. | oe 
“Not printed. 0 | ms 

- § Addressed to Philip W. Bonsal, Chief, and to Gerald Keith, Assistant Chief, 
Division of the American Republics: = a
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Miller of the Atlantica, by which the latter would dismantle the mill. 
The Government objects to this. course, maintaining that the mill 
should be rebuilt. and continued in production. As an incentive, the 
Government indicates it may assist in the reduction of the freight. 

, rate and grant an additional quota of 30,000 bags (potentially 
dangerous move as it would upset existing quotas). Oo 

The Embassy has indicated to Dr. Mafias that. it considers the — 
resumption of grinding as uneconomical, owing to the unsuccessful. 
record of the mill over a considerable period. Mr. Briggs? men- 

a tioned to Dr. Maiias that he would be pleased to present his views to _ 
the Prime Minister ata suitable time. = ) 

I agree with Mr. Briggs that it appears wholly desirable to remove 
this uneconomic producer from the Cuban sugar picture. © 

On the telephone today Mr. Briggs said this case is getting very 
| hot.. The Government is evidently forcing an early decision. - 

| : ee | _ G[xorcr] F. S[currer} 

837.61351/4219: Telegram fe ipa | 
The Ambassador in Cuba (Braden) to the Secretary of State — 

—  Aapana, September 22, 1943—7 p. m. 
oe  PReceived 10:50 p.m.] 

632. Embassy’s No. 627, September 21, 8 p. m.? Local representa- 
tive of Tinguaro reports.that he has orders from his company “to 
resist so far as possible” any Government action taken in accordance 

7 with presidential decree appointing interventor.. By “resistance” 
he presently means such actions as reducing bank accounts to a mini- 
mum and serving notice on insurance, railroad and power companies 
and Tinguaro employees: that company does not admit legality of — 
Government occupation and will not be responsible for indebtedness 

| contracted by the interventor. Tees. ae 
_ The Tinguaro representative states he has not obtained a copy 

| of the decree in question which has not yet been. promulgated; how- 
ever, the interventor has promised to inform the company before , 
heleavesfor Tinguarototakeover, = = = © a 
Tomorrow morning I propose formally to request Minister of ) 

State 2° to keep the Embassy advised in this matter and simultaneously 
to inform him of our Government’s position as expressed in Depart- __ 

ment’s 726, July 17,9 p.m Bape 

, 7 Bllis O. Briggs, Counselor of Embassy. Cee i | 
 §Notprinted. re | 

°Cuban Decree No. 2716, published in Gaceta Oficial, September 24, 1943. 
” Emeterio S.Santovenia. = ee -_ 
“Not printed; Department policy, as presented to the Ambassador in this 

telegram, was conveyed to the Cuban Government.in essentially the same words 
in the Ambassador’s note No. 1029 of September 23, infra. 7 - | -
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837.61851/4230 Ta ees 

The American Ambassador in Cuba (Braden) to the Cuban Minister 
of State (Santoventa)® 

No.1029 [Hapana,] September 23, 1943. 

| Excetrency: I have the honor to refer to the case of the Tinguaro 
Central belonging to the Cuban-American Sugar Company, an Ameri- 
can concern, and to my several conversations during the past many | 
months with the Prime Minister regarding this matter. It had been _ | 
my hope that a satisfactory solution to the problem might have been 
reached, as a result of ample time having been afforded for consid- — 
eration of the matter when the company, early this year, agreed to _ 
pay the mill labor an amount equivalent to what would have been 
received by the workers had the mill not been put out of operation — 

_ _In view of my Government’s interest in any developments connected = 
with this situation, I should appreciate receiving any information a 
which Your Excellency can give me. Presently it would be helpful 
if I might have the text of the Presidential Decree which, according 
to the press, provides for the appointment of an interventor to see 
that reconstruction is made and normal operation of the mill resumed 
either by the company directly or, failing this, at its own expense. 
My Government earnestly hopes that an amicable settlement of | 

this entire matter may be reached. However, in the event that the — 
Cuban Government should feel obliged, in effect, to expropriate in 
whole or part the company’s mill or other property then, as in all such 
cases, the attitude of my Government would be that, while recogniz- | 
ing the right of expropriation, prompt, adequate and effective com- 
pensation for its citizens affected by that right would be expected. 

- -T avail myself [etc.] | SPRUILLE BRADEN | | 

ger.eiss1/4gg OE agate ss 
- The Ambassador in Cuba (Braden) to the Secretary of State 

| No. 4634 = = ‘Hasana, September 29, 1943. _ 
EEE ES 8 ake = [Received October 6.] 

_ Sir: Referring to my despatch No. 4582 of September 24, 1943 2 oe 
and. previous correspondence relative to Central Tinguaro, I have 

_ the honor to transmit the official text (Official Gazette No. XVIII of — 
_ September 24, 1943) and an English translation of same, of the 

"Copy transmitted to the Department by the Ambassador in his despatch | 
N 0. Not September 24; received September 28. | | |
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Decree which provides for the seizure of the mill and property by an 

interventor of the Cuban Government. ee | 
: The decree is an interesting document and in my opinion merits 

careful perusal, if for no further reason than that it may lead to 

: difficult and perhaps unpleasant developments before the problem is 
finally settled. As already reported, the interventor (Sr. J osé Cala- 

vechia, an Italian-born Cuban engineer), has extremely wide powers 

| which include the seizure of the property, the reconstruction of the 

mill and the operation of the enterprise for an indefinite period—all 

at the expense of the owner, the Cuban American Sugar Company. 

Moreover, the Company cannot regain possession without entering 

into commitments as to future operation considered satisfactory by 

the Cuban Government, and reimbursing the Government in full for 

all expenses incurred during the period of intervention. __ - | 

_ The text of the decree, particularly its preamble, has obviously 
been drafted with an eye to the political situation. Citation is made 

| to the Government’s wartime emergency powers as authorizing the 
; Government’s step, but the various paragraphs are devoted primarily 

to the “social responsibility” of mill owners, the social functions per- 
formed by sugar mills, the rights of workers, the importance of | 

| Tinguaro to the economic life of its zone, et cetera, with no reference 
to the uneconomic operation of the mill (alleged by the Company—I 

- am seeking specific figures), or the fact that since the Tinguaro cane 
could be ground by other mills in the vicinity the only workers who 
would really be affected if Tinguaro were abandoned would be the | 
368 mill employees and their families. While obviously it is desir- 
able that steps be taken on behalf of these workers, it appears at 
least debatable whether the seizure of private American property in 

the circumstances set forth in the decree, represents .a solution. Fur- 
thermore, the decree does not even approach the basic problem of 

| the economy of the sugar industry of Cuba, or the future of that 
industry in terms of high costs resulting from artificial maintenance 

, of marginal units. oo eae Bes os 

All in all I can only consider the Government’s seizure of Tinguaro 
as an expedient adopted for primarily political purposes, and if it is 

| resisted by the Company (as appears to be its intention) the prospects 
are that protracted difficulties may ensue. Finally I am concerned 

not only with respect to the sugar aspects of the problem but also on 
the effect of this move—especially should it prove “successful” from 
the point of view of the Cuban Government—on property rights in 
general in Cuba. It was for this reason that I drafted my note of Sep- 
tember 23 to the Minister of State ** in such a way as to leave no doubt 

| “4 Decree No. 2716. | eS 
* Supra. an | | :
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in the mind of the Cuban Government concerning the views of my 
_ Government relative to expropriation and compensation. = | 

_. As intimated in previous despatches I do not consider that the blame _ 
for the present unfortunate situation can be placed exclusively at the 
door of the Cuban Government. As a result of my informal steps 
with the Prime Minister last winter, shortly following the fire, seizure 
by the Cuban Government at that time was avoided, and an oppor- | 
tunity was given to the Cuban American Sugar Company to come 
forward with counter proposals and suggestions and to make a genuine 7 
effort to meet. the legitimate desire of the Cuban Government to solve | 
the social-economic (and political) problem of the Municipality of 

Perico, of which Central Tinguaro is the principal source of income. a 

Mr. Keiser, President of the Cuban American Sugar Company, agreed 
to pay the batey workers for the period of the zafra, which he did | 

to the extent of over 40,000 pesos, but thereafter by his procrastination _ 
he unquestionably gave the Prime Minister grounds for irritation and 
for asserting “recalcitrance” on the part of the Company, notwith- 

standing numerous warnings which I gave Keiser, supplemented by 
repeated discussions of the case with Dr. Arturo Manas, that unless 
Keiser bestirred himself the Prime Minister would lose patience. 
During my absence in Washington last June and July the matter was 
brought urgently to the attention of both Keiser and Mafias by Mr. 
Briggs, and very shortly after my return to Habana on July 23, I 
again urged Keiser to come to Habana, since it then appeared that 
unilateral action might be taken shortly after the then-scheduled open- | 
ing of the Special Session of the Cuban Congress in the first week of 
August. It is true that Mafias has spent a large part of the past two 
months in Washington in connection with the Cuban Government 
sugar matters, but I do not regard his absence as any valid reason for 
the non-appearance of Keiser himself in Habana. Oo 

In short, I believe that the record indicates inescapably that Keiser = 

has given grounds to the Cuban Government for alleging delay, re- a 

sistance, et cetera, which contributed to provoking the seizure of the 
Tinguaro property.  —-- . Ca 

| Dr. Majfias’ “personal letter” to Dr. Zaydin’® (the text accompanied 
despatch No. 4582) in which he established as conditions prerequisite 
to reconstruction by the Company a permanent addition to Tinguaro 
quotas of 40,000 bags and a reduction of 50 per cent in railway freight | 

charges, did nothing to advance the problem. With respect to the ad- 
ditional quota, Majias is perfectly well aware that no such increase 
could be given one mill without igniting an explosion of protest from | 
other hacendados, each of whom would probably argue. with equally 
vehement eloquence that his proportional participation in future crops 

-'® Letter dated September 21,1943, not‘printed:
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should similarly beraised. Mafias’ suggestioneveninvolvedthedanger __ 
of encouraging the Cuban Government to reopen the whole question of 
quotas, as established seven years ago by Decree-Law No. 522, to the 

satisfaction of the industry as a whole. With regard to freight rates, 
Tinguaro may have a case for special consideration, but insofar asI 
am aware the Company has never, between January 23 last when the 
mill was damaged by fire, and September 24 when the decree was pub- 
lished, submitted any detailed figures or analysis in support of its con- 

I conclude therefore that whereas the unilateral action taken by the 
Cuban Government was no doubt ill-advised and probably uneco- 
nomic, as well as responsive principally to short-term political con- 
sideration, nevertheless the Company must bear a substantial share 
of the responsibility for its failure to take steps which in my judgment 
might well have avoided this seizure. ta ey wee | 

Now that the issue has been joined, it is difficult to foresee how either 
side can readily extricate itself. I believe that our Government should 
stand on the principles set forth in my note to the Minister of State 
of September 24 [23], at the same time exercising our continued in- 
formal good offices in an effort to work out some practical compromise 
solution, ee 

_ A complicating factor is the pending charge of culpability in regard 
to the fire which the Cuban Government has brought against the local 

| Manager, Mr. Harris, and certain Tinguaro personnel. I do not believe 
that Mr. Keiser has thus far viewed this case and the possibility of a 

/ verdict of guilty (with attendant highly unfavorable publicity) with 
sufficient seriousness, = a re 

- Respectfully yours, —  SprumLE Brapen » 

837.61851/4358 - - ee be = os oe ee ey 

| — - The Ambassador in Cuba (Braden) to the Secretary of State : 

No. 4686 =| ‘Hagzawna, October 4, 1948. 
ee ee, ee - +." [Received October 9.] _ 

Sir: Referring to previous correspondence concerning Central 
| Tinguaro, especially my despatch No. 4582 of September 24, 1943 78 | 

_ transmitting a copy of my note to the Foreign Office * in the premises, — 
T have the honor to enclose copy and translation of the reply,’* which 

_ I have received from the Minister of State. 
‘This reply is merely an acknowledgment stating that the “matter 

is the subject of the preferential attention of the pertinent authori- 

** Not printed. : 7 | a 
” Note. No. 1029, September 23, p. 205.0 ee ee |
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ties. . .”?° and that “it will be a pleasure” to inform me in due 
| course of their decision. | wo 

- Respectfully yours, _ Sprurtte Brapen 

837.61351/4454 : Telegram | 

| _ Lhe Secretary of State to the Ambassador in Cuba (Braden) — 

_. -Wasutneton, December 22, 1943—midnight. — 
1085. The Department appreciates the careful delineation of the 

Central Tinguaro case presented in your Airgram no. A-2400, Decem- 
ber 1, 4 p. m.,?4 which has been of great assistance. | Oo 

| Since the Cuban courts are now reviewing the cases presented by — 
the Cuban-American Sugar Company concerning the interventorship | 
of the mill, the Department does not feel warranted in commenting 
on the legality of the Cuban Government’s action. It does wish to | 
point out, however, that it has observed with concern the manner 
in which Cuban officials tend to impugn the Cuban-American Sugar 

| Company, as evidenced particularly by the pamphlet, ZZ Caso de 
Central “Tinguaro”,” edited by the Cuban Ministry of Agriculture, 

- andotherstatements = vee SRM Re 
The Department’s position with respect to expropriation of the 

_ property remains unchanged. It will, of course, look to. the Cuban | 
Government for just, prompt and adequate compensation in case | 
of violation of property rights including damages to the Company 

| property subsequent to its occupation by representatives of the Cuban 
| Government. 

_ The Department’s position in the matter has, it is believed, been 
consistent with yours, in the sense of endeavoring through informal 

_ means to promote a direct settlement between the Cuban Government 
and the Cuban American Sugar Company. The Department has 
not felt called upon to express an opinion as to the position assumed _ | 
by the Cuban Government to the effect that the reconstruction of the | 
mill is in the public interest. It does not seem to the Department . 
that that is a matter calling for an expression of opinion by this 
Government. However, in view of the Cuban Government’s posi- 
tion, it seems that the direct settlement toward which you have worked | 

_ 80 painstakingly could only be on a basis of reconstruction. ‘The a 
Department has been impressed with the fact that the concessions, _ 
which the Cuban American Sugar Company has indicated would 
be acceptable to it in connection with reconstruction, seem highly _ 
unrealistic, ee eee 
 * Omission indicated in the originaldespatch, oP es 

*, Not printed. ee sees | 
* Copy transmitted to the Department by the Ambassador in his despatch No. 

5296, December 1, not printed. ee | ean |



210 FOREIGN RELATIONS, 1943, VOLUME VI 

_ Officials of the Department have urged upon the Cuban Ambassador _ 

and Lépez Castro the desirability of a settlement of this case which 

would avoid its being moved into the field of an international claim. 

The Department will be interested in your views as to whether any | 

| progress has been made since Mr. Keiser’s arrival in Cuba. 
| HULL. 

887.61851/4504 | | / 

Memorandum of Conversation, by the Chief of the Division of the 

| American Republics (Bonsat) | 

| | “ [Wasuineron, | December 23, 1943. 

In response to my inquiry, Dr. Majias gave me the following in- 

formation regarding the Tinguaro situation. He said that the en- 
gineer named Calcavechia, who had been placed in charge by the — 

Government, had apparently done an honest piece of work, expend- 

ing approximately $175,000 and resisting a certain amount of political 
pressure which might have led to unwise or wasteful spending. Dr. 

Maiias added that a friend of his named Parajon, also an engineer, | 

had stated that while the job could not be considered a permanent. 

piece of reconstruction work, it is probable that the mill can function 

foroneortwoseasons. = = | 

_ Dr. Mafias then went on to describe the status of the court action 

in the case. He said that the fact that the court denied by the very | 
close vote of nine to eight the Company’s request for the Cuban ) 

equivalent of an injunction led him to believe that the prospects of 

a favorable decision were fair, although he did not express any cer- 

tainty on this point. He also told me that Mr. Keiser was trying to 

sell the mill and that he, Mafias, hoped he would be successful as this 
would be a good solution for everyone. There appears to be a man 
named Blanco who is interested, possibly at the suggestion of the 
Government. The price mentioned is between $1,000,000 and 

| $1,500,000, the principal asset being the extensive cane lands owned 
by the Company. ES Oe. : 

887.61351/4492 : Telegram | Ee ey 

| The Ambassador in Cuba (Braden) to the Secretary of State 

- : one - _Hazana, December 27, 1948—5 p. m. 

- 861. Further comments on the Tinguaro case were contained in 
my telegram number 851, December 21, 5 [8] p. m.,?? which crossed 

the Department’s number 1085, December 22. In connection with 

8 Not printed. Oe a
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the latter it seems to me that the statement that a settlement “could _ 
only be on the basis of reconstruction” overlooks the problem of the - 
mill’s unprofitable record and the moral and legal responsibilities 
of the directors to the stockholders. To my mind reconstruction by 
the company in the light of that record would have been less realistic 
than Keiser’s suggestions for increased quota and reduced railroad 
tariff and that the Cuban Government’s refusal even to consider any- 

| thing except reconstruction (the establishment of a different industry | 
at the mill site or the transfer of Tinguaro labor elsewhere for ex- 
ample) has rendered any satisfactory solution exceedingly difficult. 
Unless the mill should be sold or unless Keiser concludes that the 

prospect for a few years of large crops (and hence perhaps profitable 
Tinguaro operations) is such as to warrant his agreeing to operate _ 

__ [see little prospect of avoiding further-controversy ** which may well | 
- Jead to an international claim. For this (as well as for the reasons | 

cited in my recent reports) I believe we should carefully refrain from 
any action that could be misinterpreted in the sense that our Gov- 
ernment in the slightest degree condones this demagogic and irre- | 
sponsible seizure of private American property by the Cuban 
Government. OSE | | | 

| CM ey a _., (BRADEN 

_ EFFORTS BY THE UNITED STATES TO AID CUBA IN PRICE 
| , STABILIZATION eh te 

—-887.5017/26 - | | 

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

No. 2224 _ _Hapana, February 16, 1943. 
| | , es [Received February 19.] 

| Sir: I have the honor to report in connection with the present sugar 
- negotiations,?> that the Director of the Cuban Office of Price Regu- | 

lation and Supply * states confidentially, that Cuba may be forced 
| to raise its ceiling prices on certain vital food products such as rice, — 

bread, and lard, as a result of the increased ec. i. f. Habana prices on | 
imports from the United States. He states that the increased prices 
in the United States during December to February and the present 
shipping costs, will make necessary an increase in retail prices. 

Furthermore, it is feared that an increase in Cuba’s ceiling prices | 
on these most essential food products, if made immediately after the - 

* The controversy continued into 1944 and made more difficult the negotiations | 
in January and February for purchase by the United States of Cuban alcohol 
and molasses. It was solved in February 1944, by the sale of Central Tinguaro 

| to an all-Cuban group of investors, headed by Julio Lobo. Government control 
over the mill was ended by Decree No. 598 published in Gaceta Oficial, No. 141 
of March 15, 1944. — : : — - 

_. *® For correspondence on the purchase.by the United States of Cuba’s 1943 
and 1944 sugar crops, see pp. 151 ff. | ee yee 

** Carlos Hevia. - a ee SO
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Cuban Government has promised to maintain its existing prices, might 
endanger Cuba’s entire program of price control. | 
-It is stated that prices for rice, wheat flour, and lard, in the United 

States have advanced considerably during 1942 and therefore the _ 
United States guarantee not to increase prices above the level during 
the highest. month will not result in any relief to Cuba’s present situ- 

_ ation because Cuba based its ceiling prices on costs which prevailed 

earlier inthe year. | ee, oye 
| [Here follow tables of monthly prices c. i. f. Habana for wheat 

flour, lard, and rice as reported by the ORPA.?"] a 
It is stated that in the case of some exports to Cuba, the United — 

States ceilings have been too flexible to be effective in preventing price 
increases and that in some cases the present prices offered to Cuba 

-appeartobeabovetheceilings. © = | 
The Cuban Office of Price Regulation and Supply states that the 

only way in which Cuba can maintain its present price ceilings is to 
obtain a reduction in (@) United States.prices, or (0) in shipping _ 

| charges. Consequently, it has asked that the United States Govern- _ 
ment Agencies bear this matter in mind in connection with the com- , 
mitments made in the present sugar negotiations. Furthermore, 

| ORPA has requested the Embassy to transmit to the War Shipping 
Administration a request for a reduction in the ocean freight rates 
from Florida ports to Habana. ‘These rates are now approximately | 
as follows: BAe OR | 

Lard. ..... 2... 22.2... . ee. 14.4 cents per 100 pounds , 
Flour. :................... 60.6 cents per 100 pounds | 

, Rice... ................... 50.5 cents per 100 pounds | 

These rates from Florida are the same as those for the much longer 
| haul from Gulf portsor North Atlanticports. 

. The Embassy has discussed this matter with the Habana representa- : 
tive of the War Shipping Administration and feels that a reduction 
in the rates from Florida ports to Habana should be made, if pos- 

_ sible, especially in the case.of these three important basic food com- — 

modities. Seger | | 
Respectfully yours, |  Sprumiz Brapen © 

| The Secretary of State to the Ambassador in Cuba (Braden) 

No. 1513 i eee Wasuineron, April 16, 1943. 
The Secretary of State transmits for the information of the Am- | 

bassador copies of a memorandum dated April 6, covering the under- - 

| Oficina de Regulacién de Precios y Abastecimientos (Cuban Office of Price __ 
Regulation and Supply). | ao | Be
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_ taking of this Government and of the Government of Cuba with 
respect to the maintenance of prices on rice, wheat flour, and hog | 

| lard, in Cuba. _ | ee ee 

The text of the memorandum corresponds to the text approved by 
Dr. Carlos Hevia prior to his departure from Washington, with the 
exception of the price of wheat flour, which officials of Commodity | 
Credit Corporation * have now informed Dr. Hevia is to be main- 
tained at $6.90 per barrel, C. I. F. Habana, when made from United 

_ States wheat, and delivered through Tampa, Florida. © According to — | 
_ the Department’s understanding, Dr. Hevia was informed that sav- 

Ings that may accrue by reason of shipment through other ports, such — 
as New Orleans, will be for the benefitofthebuyer, = § 

| The Ambassador may wish to review with Dr. Hevia the provisions 7 
ofthememorandum. = | ghee! | 

. | a oo _ [Enclosure] — os — 

ee oS: MrEmoranpUM ee 
In the recent exchange of memoranda between the Government of | 

the United States and the Government of Cuba, both Governments  _ 
agreed to take appropriate measures with respect to price stabiliza- 
tion in Cuba in 1943. The stability of the Cuban economy is a matter | 
of grave concern to both Governments. This memorandum is for _ 
the purpose of agreeing upon a framework of reference wherein op- 
erations can be undertaken and mechanisms can be devised to meet 
the commitments in principle of the Government of the United States 
as to the maintenance of the price of rice until September 1, 1943 and © 
wheat flour and hog lard landed in Cuba from the United States dur- 
ing the remainder of 1943; and the concomitant undertaking of the 

_ Government of Cuba to use its best efforts to maintain wholesale and 
_ retail prices in Cuba at current levels on such imports of rice, wheat 

_ flour and hog lard, as well as for the same food products produced 
in Cuba, and also edible oils, meat, milk, beans, charcoal and alcohol. oe 

| Since the cost of living of the Cuban people is the basic question | 
involved, it is, of course, understood that the maintenance of prices . 
at existing levels by the Government of Cuba means complete enforce- | 

_ ment of legal ceilings to the end that the Cuban consumers receive the 
actual benefit of the price undertakings of the Government of the | 
United States. It would not be consistent in principle for the Gov- ; 
ernment of the United States to continue to maintain: agreed levels | 
of prices for rice, wheat flour and hog lard shipped to Cuba, if it Oe | 
should develop that as to these commodities effective enforcement of : 
price ceilings is not carried out and the Cuban consumers do not, in | 

_™ An agency of the United States Government, consolidated within the War | 
Food Administration after April 19,1948. foo gees EB a
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- fact, benefit, to the extent contemplated, by the stabilization under- 

_ takings of the Government of the United States.» 

--'The Government of the United States seeks, and will continue to 

seek, the most realistic basis for effective action by both Governments 

, in realizing mutual objectives. Therefore, United States Department 

of Agriculture will undertake the following: eS - | 

Rice: Until September 1, 1948, the price of rice exported from the 

United States to Cuba, delivered Habana, Cuba, will not exceed a . 

price of $6.96 C. I. F. Havana for 50% broken Prolific. Charges when 

sent through Tampa shall not exceed the following: | 

OPA” ceiling f. o. b. mill........... 0c $B. BB 

New Export Premium—4%.............-.. . 22 : 

Rail freight mill to Tampa............... -56 0 

Wharfage .......... 0.0 cece eee ees . 04 Oe 

| Switching ............ 5... c cece eee eee . 005 | 

U.S. Certificate... 0.0.0.0... 00... . 015 

| Forwarding ..............00 0 ee cce eee ees . 015 | - 

Marine Insurance.............0....-..... + 08 
Ocean freight..................0.0ee eee BDD oo 

Ocean freight surcharge................. «16 SO 
- Landing charge..........................  .10 LD. 

C. I. F. Havana Price...............6.00068 $6.96 

_ ‘The rate for war risk insurance shall not exceed that in effect at 

present. aoa os / | ; 

The prices of other varieties of rice shall be those established by — 

the existing OPA regulations and the above charges except that 
charges for transportation will be those allowed by OPA regulations 

from the point of origin of the shipment. | 

It is understood that Cuba will not make purchases of rice in the 

United States at C. I. F. Havana prices higher than those provided 

for above without prior approval of the United States Department _ 

of Agriculture. a OS Bos | 

Board of Economic Warfare will use its best efforts to secure maxi- 

mum practical movement of rice through Gulf ports. os 

The quantities of rice involved in this undertaking shall not bein 

excess of the 325,000,000 pound allocation made by the Combined 

Food Board ® to Cuba for 1948, after deducting purchases already 

made from United States, and from other sources in excess of 50,000,-. 

000 pounds. (The remainder is estimated as 98,000,000 pounds.) | 
| Wheat Flour: That until January 1, 1944, for a quantity not to 

exceed 700,000 bbls., to be contracted for before April 22, 1943, bread 

~ ® Office of Price Administration. : re _ 

- © Tnited States-United Kingdom planning board for the expeditious utilization 

of the food resources of the United Nations in the prosecution of the war. It | 

was composed of one member each from the United States, Great Britain, and 

Canada under the chairmanship of Secretary of Agriculture Claude R. Wickard. :
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wheat flour of the quality normally used by bakeries in Cuba will be 
available at a price of $6.90 per bbl. C. I. F. Havana, when made from 
U.S. wheat, and delivered through Tampa, and a price of $7.22 per. | 
bbl. C. I. F. Havana when made from Canadian wheat flour. Pay- 

- ment to be made by sight draft and consular fees for buyer’s account. 
War risk insurance charges shall not be higher than the present rates. | 

_It is understood that Cuba will not make purchases of flour in United __ 
_ States prior to April 22, 1943 at C. I. F. Havana prices higher than _ | 

those provided for above without the approval of the United States 
‘Departmentof Agriculture. 2s ER BE 

Hog Lard: Until January 1, 1944 the price of refined hog lard ex- | 
ported from the United States to Cuba in carloads, tierces originating - 
in Kansas City shall not be higher than $17.53 per hundred pounds - 
C. I. F. Havana. Charges shall not be higher than the following: — a | i ee ee ee 

OPA ceiling (carload tierces—Kansas City)....... $14.30 | | 
_ Export premium (figures at 7% though most ship- 

7 pers get less)... eee. = 100 ole 

| OPA Price.......00.000.00.0.: Love ceteeseveecesee. 15.8000 . 
Rail freight, Kansas City to Tampa................ 690 Does 

_ Switching charge—Tampa......00200000000000.....  O4B | 
Forwarding ..... 0.0... eee ee cece cee BA | | 

- Ocean freight to Havana........................... 83 
Marine Insurance..........0...6 0.00. 060 | 

C. I. F. Havana PICO... oe eee cece eee. $1753 

_ The prices of other types of lard shall be those established by the 
existing OPA regulations and the above charges except that charges 

_ for transportation shall be those allowed by OPA regulations from _ | 
the point of origin of the shipment. _ ee ee “ee Tan 
_ The rate for war risk insurance shall not exceed that in effect at 
Present, 

_ It is understood that Cuba will not make purchases of hog lard in | 
United States at C. I. F. Havana prices higher than those provided _ | 
for above without prior approval of the United States Department of | 
Agriculture. — eto ce | OY ao | 

The quantities of hog lard involved in this undertaking shall be the | 
_ remainder of the 45,000,000 pound allocation of the Combined Food | 

Board to Cuba for 1943 after deduction of purchases alreadymadein | 
_ the United States and other countries. (The remainder is estimated — | 

_ as 34,000,000 pounds.) 7 ey | 7a a | 
The Cuban Government will take appropriate measures to prevail | 

upon Cuban lard importers to purchase the third quarter allocation — | 
- for 1948 (10,000,000 pounds) during the second quarter of 1948. 

Aprit 6, 1943. carr : ee eee : 
| 461-035—64——_15 | |
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- 887.5017/44- wo ebabaeh 1 - - | 

‘The Assistant Secretary of State (Acheson) to the Deputy War 

| oe | Shipping Administrator (Douglas) oe 

| | oo a Wasuineron, April 26, 1943. 

My Dear Mr. Dovetas: This Government has committed itself to 

an effort to stabilize for the remainder of the current calendar year, _ 

the landed cost of certain commodities important to the cost of living 

| in Cuba. Wheat flour is one of the commodities involved. | 

In order to make the commitment regarding wheat flour effective, 

an arrangement has been made whereby domestic mills will contract 

during a two-week period, ending April 29, to deliver not more than 

700,000 barrels of flour, at a base price not to exceed $6.90 per barrel, 

 @.i.f.Habana. This base price relates to a movement through Tampa, 

and differentials in cost due to revised routing are for the account 

| of the Cuban buyer. | ee | | 

| The freight differentials arising out of a change in marine rates are 

| also, by the custom of the trade, for the account of the buyer. How-  — 

ever, an increased cost resulting from a revision of marine rates would 

violate the spirit and the letter of the arrangement that has been 

entered with the Cuban Government. War risk insurance is also for 

the account of the buyer, according to the custom of the trade, and | 

this Government has given the Cuban Government an assurance that 

the rate for war risk insurance shall not exceed that in effect at present. 

Should there be a modification in marine freight rates or war risk © 

rates, it would thus be incumbent upon some agency of this Govern- 

‘ment to compensate the Cuban buyer, 

| The Department understands that there is no current intention to 

modify either the freight rate or the war risk rate from United States 

ports to Cuban ports. However, it has been felt that you should be 

advised of the arrangements that have been made so that you will 

have knowledge of the difficulties that would arise should the question 

of these rates be considered at any time during the current calendar — 

Sincerely yours, > | Dan ACHESON 

887.5017/65 is ce ee 

Memorandum by Mr. George F. Scherer of the Dwision of the 

American Republics to the Assistant Chief of the Division 

(Walmsley) | ns a 

oO | | [Wasuinerton,] June 22, 1943. 

Mr. Waumstey: Under date of May 25 the Embassy at Havana _ 

| submitted report no. 698 on the price stabilization situation in Cuba;** 

| 1 Not printed. | oe |
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| Special emphasis is laid on the prices of wheat, flour, hog lard and  _ 
rice, which were guaranteed by this Government as far as its exports | 

to Cuba are concerned. | : 
After special arrangements for an increased subsidy were made 

by CCC, Cuba was able to contract for a sufficient amount of wheat 
flour to reach the end of the year without an increase in ceiling | 
prices. The ceiling will be maintained although bakers are pro- _ | 
testing the narrow margin between the cost of flour and the price 
of bread. a re a 

_ No trouble appears to lie ahead with regard to hog lard prices 
and supplies. ee re , | 

Rice has presented a real problem especially from the supply 
point of view. The freezing of sixty percent of stocks in the 
United States gulf area has removed Cuba’s normal supply of cheap | 
rice. CCC and BEW* prodded by State, have made successful | 
efforts by supplying California rice at an apparently reasonable 
price and more California rice is to be made available. WSA* has | 

cooperated in giving a reduced freight rate to California rice and 
is making available transportation for the movement of certain 
Ecuadoran rice to Cuba. — | | 

It now appears that Cuba will reach the new Gulf shipping season 
of early October with satisfactory, though curtailed, rice stocks on 

Prices of other articles of Cuban production are being maintained 
| within the Cuban ceilings with few exceptions, the most notable 

of which is beef, reported to be selling from ten to forty percent 
above ceiling. Since the date of the Embassy’s attached report, a | . 
modest upward adjustment in the ceiling on beef products has been 
putinto effect by ORPA. Oo | 

 -887.5018/69 OO | 

The American Ambassador in Cuba (Braden) to the Cuban Minister — 
os of State (Santovenia) * ak | 

No. 1155 a : = | Hapsana, October 25, 1943. | 

_ EExcentency: I have the honor to refer to a memorandum approved | 
by representatives of Your Excellency’s Government and of my Gov- | 
ernment on August 20, 1943,°¢ during negotiations for the sale of | 
Cuba’s 1944 sugar crop, which provided inter alia that in 1944 my | 

#2 Commodity Credit Corporation. | OR | 
8 Board of Economic Warfare. ' 
* War. Shipping Administration. | | | oo 

| * Copy transmitted to the Department by the Ambassador in his despatch 
No. 5002, November 8; received November 8. = | | 

: °° Not printed. | oe
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Government would take measures designed to assist Your Excellency’s 
| Government in stabilizing prices for rice, wheat flour and hog lard — 

similar to the price stabilization measures taken in respect to these 
basic foodstuffs in 19438... ESS 

In recent conversations held in Washington by Ingeniero Amadeo 
Lépez Castro,’ representing Your Excellency’s Government, and 
officials of my Government, a plan was agreed upon under which my | 
Government would maintain the export prices to Cuba at levels which 
prevailed in 1943 for United States rice, until September 1, 1944; for. 
United States wheat flour, until January 1, 1945; and for United 
States hog lard, until September 30, 1944. So 
In return, it was agreed that Your Excellency’s Government would 

undertake to maintain and effectively to enforce in Cuba the existing 
wholesale and retail ceiling prices not only for these three commodi- 
ties, but also for edible oils, meat, milk, beans, charcoal and alcohol, 

| and that if during 1944 the Cuban Sugar Stabilization Institute or 

its assignees should derive any benefit from increase in the price of : 
raw sugar, aS provided in Article 4 (6) of the 1944 Cuban Sugar 

Crop Purchase and Sale Contract,?* my Government would benefit 

to a proportionate extent in connection with prices of rice, wheat 

flour and hog lard. a re 

Since the cost of living of the Cuban people is the basic question 

| involved, Your Excellency’s Government will of course understand 

that the maintenance of prices at existing levels by the Government 

of Cuba implies effective enforcement of the legal Cuban ceiling 

prices, to the end that the Cuban consumers may receive the actual 

' benefit of my Government’s price stabilization undertakings. It 

would not be consistent in principle for my Government to continue 

to maintain agreed levels of prices for rice, wheat flour and hog lard 

| shipped from the United States to Cuba should it develop that Cuban 

consumers are not benefiting to the extent contemplated by these 

| undertakings. | ope es Be 

- _In accordance with the agreement reached, the United States De- 

| partment of Agriculture and the War Food Administration will 

undertake the following : ee | 
Rice: Until September 1, 1944, the price of rice exported fromthe 

United States to Cuba, delivered Habana, Cuba, will not exceed a 

| price of $6.96 c. i. £. Habana for 50 percent broken Prolific. Charges 

when sent through Tampa shall not exceed the following: 7 

“8'L6pez Castro was Chairman of the Cuban Sugar Commission that had been 
negotiating in Washington a contract for the purchase of Cuban sugar and 

related products. a EPS SL 

8 Article 4 (b) described the manner in which increases in the ceiling price 

of sugar after its import into the United States would be reflected in increased 

prices for sugar above the contract rate of 2.65 cents per pound.



| oe CUBA . 219° 

a OPA ceiling f. 0. b. mill... 20.0... BRL BB | 
Export premium—4 per cent............... eet 1 BB. 
_ Rail freight mill to Tampa............... O06 | i 
— Wharfage ......0...0..00.. 000. OA oe 

Switching ........000.0000 0c. OOB | 
— US. certificate... 0... O15 | 

‘Forwarding .....-..0.00000000.0...0...... 015 : 
Marine Insurance........................ 08 So 
Ocean freight......0...0..0 00000000000... .855 - ae 

_ Ocean freight surcharge................. 16 et 
Landing charge ................0000.0.... 602 119 

The rate for war-risk insurance shall not exceed that in effect at 

The prices of other varieties of rice shall be those established by the | 
existing OPA regulation and the above charges except that charges 
for transportation will be those allowed by OPA regulations from 
the point of origin of the shipment. The regulations now in effect | 
are the same as those existing when last year’s negotiations took place. 
No attempt is made to allocate the varieties of rice which will be = 
imported since it is assumed that the Cuban importers will select : 
those varieties which best suit their particular customers and best fit 
into the price schedule at the time of purchase. - - | 
__It is understood that Cuba will not make purchases of rice in the | 
United States at c. i. f. Habana prices higher than those provided for 
above without prior approval of the United States Department of | 

| Agriculture and the War Food Administration, 
_ The Office of Economic Warfare will use its best efforts to secure 
maximum practical movement of rice through Gulf ports. | 

_ The quantities of rice involved in this undertaking shall be in ac- 
cordance with the allocations made by the Combined Food Board to _ 
Cuba for the year beginning October 1, 1948. It is expected that the _ 

_ total allocation will be equal to the 875 million pounds allocated the 
preceding year. Part of the allocation will be from sources other than 
the United States, and the United States cannot undertake respon- 
sibility if the price at such foreign sources should exceed the agreed oe 
price at which United States rice is to be delivered c. i. f. Habana. 
There is, however, the possibility that the United Statesmightownsub- 
stantial quantities of rice in foreign countries. Should thisbethecase, _ 
the United States would agree to deliver the allocations made to Cuba __ oo 

_ from sources other than the United States at the same price as though " 
the rice were being delivered from the United States for similar type 
and grade... re So | ee 
Wheat Flour: For the calendar year from January 1, 1944, through 

December 31, 1944, the United States will cause to be made available _
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to Cuban importers bread wheat flour of a quality normally used by 

bakers in Cuba at a price of $6.90 per barrel, c, i. f. Habana, when 

made from United States wheat and delivered through New Orleans. 

The quantity involved shall not exceed 1,200,000 barrels. Any pur- — 

chases made from Canada shall be deducted from the United States 

commitment. War-risk insurance charges shall not be higher than 

the present rates. The procedure for handling the above guarantee 

will be transmitted to Cuba atanearly date. a a 

| Hog Lard: From October 1, 1943, until September 30, 1944, the 

price of refined lard exported from the United States to Cuba in car- 

loads, tierces originating in Kansas City, shall not be higher than the 

following: . | a 

OPA ceiling (carload tierces Kansas City)—per 

100 pounds ..............c cece eee eee eee eee BIA, 80 

Export premium............-... 0. sees eee eee eee: 1. 00 

0) 5 0 i (01: $15. 30 

Rail freight, Kansas City to Tampa..........-.... . 90 

Switching ........ 0... cece cnet eee nee . 045 

Forwarding .......... 002. ce eee eee eee ete eens . 34 

: Ocean freight. ............. 0c cece eee e cece eeeeeeeees £88 

: | Marine insurance.............60. cece ees . 06 

| , $17. 53 

The prices of other types of lard shall be those established by the ex- 

isting OPA regulations and the above charges, except that charges for 

transportation shall be those allowed by OPA regulations from the 

point of origin of theshipment. ce ee 

) The rate of war-risk insurance shall not exceed that in effect at 

present. a — oe . - 

It is understood that Cuba will not make purchases of hog lard in the 

United States atc. i. f. Habana prices higher than those provided for 

above without prior approval of the United States War Food Adminis- — 

tration. | | es 

oo The quantities of hog lard involved shall be the amount allocated 

| to Cuba by the Combined Food Board, and it is expected that propor- 

tionately, this quantity will equal or exceed last year’s allocation which 

| was 45 million pounds for the entire year. This allocation, however, 

will be firm only for one quarter at a time, it being understood that any 

lard secured by Cuba from other sources will be taken into account — 

. when the allocation is made for the subsequent quarter. It is further 

: understood that Cuba may be requested to obtain more than a single 

quarter allocation of lard in one quarter and that should it fail to ob- 

tain the directed amount, there will be no obligation to make up the | 

| amount missed in subsequent quarters. yo ee _
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I am confident that the foregoing measures will prove a substantial | 
contribution toward the prevention of further increases in the cost of 
living in Cuba, and that Your Excellency’s Government will in turn 
find it possible to provide assurances to my Government that effective 
enforcement of ceiling prices will permit the Cuban people to derive | 
therefrom the fullest possible benefits. _ a | 

Permit me to renew to Your Excellency the assurance of my highest 

consideration. Oo | OO 
| ey oy (Sprumtte BrapEen) © 

-887.5018/71_ | a | 
The Ambassador in Cuba (Braden) to the Secretary of State 

No. 5536 | oe Hapana, December 28, 1943.. | 
| | | _ [Received January 1, 1944.] 

Sir: I have the honor to transmit to the Department a copy and 
translation of the reply of the Cuban Government *® to the price 
stabilization proposals regarding foodstuffs which were advanced by | 
agencies of the United States Government. A copy of the Embassy’s _ 
note No. 1155 of October 25, 1948, transmitting such proposals to the 
Cuban Government was forwarded to the Department in Embassy | 

| despatch No. 5002 of November 3, 1943.*° | | | oe 
The reply of the Cuban Government includes a memorandum from | _ 

| the Office for Regulation of Prices and Supply in which that organiza- > 
tion describes various situations which prevent it from pledging not — | 
to increase during 1944 the ceiling prices for rice, wheat flour, beef, 
milk and charcoal. Assurances against such price increases were re- 
quested in the Embassy’s note in return for our assistance in supplying 
Cuba with rice, wheat flour and lard. The Minister of State now asks 
the opinion of the United States Government as to what measures are | 
necessary for the proper adjustment of the price. stabilization 
undertaking. _ a 

_ The arguments presented by the Office for Regulation of Prices and | 
Supply may be summed up briefly as follows: . oe | 

1. Rice. Cuban importers have been unable in recent months to pur- , 
-. Chase their usual types of United States rice with a high broken con- | 

tent, on which Cuban ceiling prices are based. Instead, United, States | 
mills have been willing to sell only rice with a low broken content, | 
whose cost makes impossible its purchase and sale under Cuban retail 
ceilings and thereby contributes toward general disregard of such 
ceilings. The ORPA believes that, unless the United States can under- 
take to supply Cuba with its usual types of rice with a high broken | 
content, the ceiling prices in Cuba may have to be raised to cover the 

° Not printed. - - | a | 
“ Despatch not printed. |
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| increased costs of the better quality rice. The Embassy’s opinion is 
that the analysis made by the ORPA is essentially correct with respect | 
to the arguments set forth. | SS, | 
2. Wheat Flour. The price plan for wheat flour is stated to be the 
same as during 1943, yet the price for 1944 is based on New Orleans 
shipment instead of on Tampa, as last year. During 1948, most flour _ 
moved through ports other than Tampa, and as Tampa involves the 
highest freight cost, a considerable saving was made by Cuban buyers. 
The shift to New Orleans basis eliminates most possibilities for such 
savings during 1944. ORPA therefore contends that the basis should 

| be shifted to Tampa in order to continue the prices as delivered to 
Cuban buyers at the same level as in 1943. The Embassy believes that 
ORPA is not illogical in this attitude, but on the other handthe United — 
States neither in 1948 nor in 1944 assured Cuba anything beyond a 
maximum price c. 1. f. Habana.. | | 7 | a 

| | 3. Beef and Milk. Cattlemen and dairymen of Cuba are applying 
great pressure to the ORPA for an increase in ceiling prices for meat _ 
and milk, threatening to stop deliveries and to curtail production if 
ORPA. does not accede to their demands. ORPA so far has resisted 
such pressure but evidently does not feel sufficiently strong in its posi- 
tion to pledge to the United States that it will not capitulate. 
4, Charcoal. Retail ceiling prices for charcoal have been ineffective 

during the past half year. Attempts by the ORPA to gain control by 
manipulation of producer prices and dealer margins have been unsuc- 
cessful. The ORPA realistically recognizes that it may be the best _ 

- policy to increase the retail maximum in order to place the ceiling 
price somewhere in line with current selling prices, since enforce- 
ment of any lower price has proved impossible. | 

Oo As the appropriate agencies of the United States Government 

apparently desired the blanket assurances of the Cuban Government 
against retail price increases, in return for the United States assist- 
ance with price stabilization for rice, wheat flour and lard, the Em- 
bassy desires to know whether or not the exceptions made above are _ 
acceptable to the United States agencies. It is the Embassy’s opinion 

_ that a reiteration of our request that there be no price increases might 
meet with the ultimate acquiescence of the Cuban Government. The 
result of this, however, would be in all likelihood a complete break- 
down of ceiling price enforcement, so that the better policy might be 
agreement to controlled price increase when demonstrated to be 
clearly essential. PS eg es ae 

Respectfully yours, _ For the Ambassador: 
| ae | — AnBerT FE’, NUFER 

| | ae | Counselor of E'mbassy for 
Tn — Beonomie Affairs
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ASSISTANCE BY THE UNITED STATES IN EFFORTS TO DIVERSIFY a 
| | CUBAN AGRICULTURE Sore 

«887.61851/8711: Aireram wa 

_ The Ambassador in Cuba (Braden) to the Secretary of State | 

| - , Hapana, February 25, 1948—12: 50 p.m. 
LO [Received February 27—12: 30 p. m.] | 

_ A-866. For Duggan and Bonsal.*t With reference to my air- 
| gram No. A-365 of February 25.2% | | 

My conversations with Zaydin and Lopez Castro ** together with 
information received from other sources convince me that if a success- _ | 
ful start is to be made on the diversification program this year, the 

plan will have to be made considerably more attractive than thus far, 
and there must be a real incentive to Cuban producers. As TI see it, — 

the two principal deterrents are price and lack of assured market 

after193, Beg 
| Having in mind the serious preoccupation of our Government with 

respect to this problem and its importance on long-range considera- _ 
tion of Cuban economy, I urge therefore that the situation be care- _ 
fully reviewed in order to determine how far we can go and in par- 
ticular whether it can be made so worth-while for local production. : 
to be expanded that the Cuban Government will ipso facto be able to’ | 
put on a successful campaign and to meet local criticism and inertia. 

_ The Cuban Government is, I believe, prepared to make genuine efforts _ 
in this direction. 7 EN eS 

With respect to peanuts I doubt whether, regardless of price, Cuba 
| is likely to have any considerable 1948 surplus since last year’s pro- 

_ duction must be increased from 40,000,000 pounds to 100,000,000 
_ pounds unshelled before local crushing facilities are exceeded. At 

the $3.65 present offer to growers ($6.88 Habana shelled in bags) 
I have found little enthusiasm so far as additional plantings are con- 

- cerned, although Lopez Castro states confidently that at $4.00 to — 
growers (approximately $7.50 in Habana) he believes the Govern- _ 

. ment will be able to support a real campaign and effectively increase — 
production. As indicated in airgram No. A-365, whatever. ma-_ | 
chinery we can make available should also influence production to an 
important degree. ee — ee eee 

_ As regards corn and beans, no definite price offer has yet been | 
forthcoming from Washington, although the Cuban delegation*# —__ 

“Laurence Duggan, Adviser on. Political Relations, and Philip W. Bonsal, 
Chief of the Division of the American Republics. ele Be | 

| _ “Not printed. | oe | er i : 
“Ramon Zaydin, Cuban Prime Minister, and Amadeo Lépez Castro, President 

of Cuba’s National Development Commission and special representative of the _ 
Cuban Government. _ a | | | Jy. | 
“The delegation that negotiated in Washington the United States purchase oe 

of Cuba’s 1943 sugar crop. For details of this negotiation, see pp. 151 ff. =
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_ returned nearly two months ago and-many Cubans are accordingly 
beginning to question our interest in these crops. oo 

To summarize, I believe a further over-all survey of diversification | 

possibilities should be made, and that if possible we should be pre- 

pared to make a definite commitment for a period in excess of one 

year and also to provide a minimum amount of equipment. If we | 

are even to make a start in 1943, very prompt action is indicated, | 

since the planting season 1s practically upon us. Braven | 

887.50/168 | | . 

—  - The Ambassador in Cuba (Braden) to the Under Secretary of State 
| 7 : (Welles) | 

| Oo Hapana, March 17, 1943. | 
a | _ [Received March 19.] 

Dear Sumner: I was especially interested to find your February 

19 letter “ awaiting me on my return from Oriente Province because | 

you have so exactly put your finger on the principal obstructions with 

| which we continuously have to contend here—the inertia, the unsound 

thinking of our Cuban friends, coupled with a supine reliance on us and 

therefore a tendency to blame the U. S. A. when the going gets tough. 

- These mental hazards have been especially apparent in connection | 

with the diversification program and will render its general accept- 

ance more difficult. However, this program is of such importance 

| for us as well as the Cubans, not merely from the aspect of the well- _ 

being of this island but of the entire Caribbean area, that I believe _ 
the time and effort we may spend on it will be well worth while. 

oe Moreover, we are making progress in some quarters, especially from 

the standpoint of its leading to the development of crops which will 

help Cuba to feed herself. If we can win on this front, then we may _ 

later succeed in the development of cash crops for export. = 

Insofar as diversification this year is concerned, it is only fair to 

observe, as I have in recent despatches, that we too have been at | 
- fault—understandably so in view of the extreme pressure on everyone 

in Washington. In particular, all of our conversations so far in 

respect to corn and beans have been handicapped because we could | 

mention no price, while on peanuts we have offered a price which 

- would give much incentive were we also able to supply the required 

mechanical equipment, especially tractors, but which on the basis _ 

of manual labor for clearing ground, et cetera, is not sufficiently at- 

tractive to produce any great results. Moreover instead of loaning _ 

‘seed peanuts to be repaid in kind, as originally suggested by us, the — 

| problem is now complicated by our making it a sale transaction. 

7 “Not printed. | :
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I may be indulging in over-simplification. Nevertheless I feel that. | 
the long pull approach to Cuban economy—fundamentally sugar— 
must sooner or later, and preferably sooner, include (1) genuine re- — , 
search, (2) diversification, (3) a revamping of the industry on this | 
Island. 7 | | 

A start, halting though it be, has been made on (2) and it should 
be possible to get no. (1) under way. In this connection, I have re- | 

ceived some encouragement for my thesis from Dr. Lamee of the BEW | 
Combustion Mission, who is confident that the wax on the surface 
of the cane itself, which has been a waste product and even something | 
of a nuisance hitherto, may be separated for about 11 cents and sold _ 
industrially for about 40 cents. Also he has brought with him a 
sample of a plastic made from sugar juices. This latter development 
is still embryonic but may at least hold hope for the future. } 7 

‘Withall best wishes, | | | 
Faithfully yours, | | SPRUILLE BRADEN © 

[Here follows postscript, not printed. ] 

837.61/75a : Airgram co | , : 

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

| - -  Wasuineton, Marcu 22, 1943—7:00 p. m. | 
A-1001. You are authorized to present immediately to the Cuban 

Government the following note concerning corn and beans, the text 
of which has been approved by Board of Economic Warfare, Com- a 
modity Credit Corporation, and the Department. _ aa 

“Reference is made to the active and thorough consideration which 
has been given by the appropriate agencies of the United States 

_ Government to the possibilities of cooperating with the Government | | 
of Cuba in an intensification of its program for agricultural diversi- 
fication. This program was discussed by officials of both Governments 
and it was concluded that the benefits derived therefrom would tend : 
to alleviate the economic situation of Cuba that may result from the 
reduced sugar grinding made necessary by the war. | , 

The appropriate agencies of the United States Government have 
reached a separate agreement with your Government concerning a 
program designed to increase the production of peanuts in Cuba. 
Commodity Credit Corporation will agree to purchase the entire 

_ exportable surplus from the 1943 planting of corn and beans in Cuba, 
made available before May 1, 1944, upon the following basis: | 

A. Commodity Credit Corporation will pay $2.20 per hundred | 
pounds for mixed corn, im carload lots, f. o. b. railroad station | | 

“R. D. Lamee, process engineer of the United States Board of Economic | 
Warfare’s Combustion Mission to Cuba. | | - : |
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| _. nearest to the Cuban producer. The corn shall be shelled and 
| delivered in sound usable bags, the cost of which is included in 
| the price. Corn will be accepted which is sound, merchantable, 
| -.. and not sour, musty, heating or weevilly, which does not have 

any commercially objectionable foreign odor, which is not other- 
wise of distinctly low grade, and does not have a moisture content 
in excess of 1714 percent and does not contain cracked corn or | 
foreign material in excess of 4 percent. oe oe 

B. Commodity Credit Corporation will pay $5.00 per hundred 
, pounds for black beans and $5.25 per hundred pounds for red 

beans, in carload lots, f. o. b. railroad station nearest to the Cuban 
-. producer. Bags will be made available by the Cuban producers 

at the rate of 20 cents per sound bag of 100 pound content, the 
cost of which will be paid by Commodity Credit Corporation. 

| The beans are to be pure, sound, merchantable, and free from | 
7 mold and weevil. anaes | 

A representative of Commodity Credit Corporation will be sent 
; —to Cuba who will make the purchases of corn and beans on the basis" 

herein stated. Adequate notice should be given this representative as 
- to when and where such corn and beans are available for sale. 

The Government of the United States will expect the Cuban Govern- 
ment to maintain an embargo upon the exportation of corn and beans 

: from the 1943 planting and of peanuts from the 1943 and 1944 plant- 
i ings except to Commodity Credit Corporation, or its nominees; and 

that all taxes, of whatever nature, including export taxes or other 
| fees and charges, if any, imposed on such corn and beans while in the | 

Republic of Cuba, or imposed because of exportation of such corn and 
_ beans from the Republic of Cuba, shall not be borne directly or in- 

directly by Commodity Credit Corporation, or its nominees. _ | 
_ It is not the purpose of the Government of the United States to 
profit by the sale or other disposition of peanuts, corn or beans pur- 
chased in Cuba pursuant to this program, and should profit be found 

| to exist after deduction of the total costs, including duties, taxes or 
| other charges properly applicable to all agencies of the Government — 

of the United States, the Government of the United States and the 
| Government of Cuba shall agree as to disposition of such profit to _ 

the general benefit of Cuban agriculture.” OS 

Sefior Lépez Castro has indicated his agreement with the text. 
- Kindly telegraph Cuban Government’s reply. | po 

837.61/77 CU a | oa ee ee 3 
The Secretary of State to the Ambassador in Cuba (Braden) ~— 

No. 1586 |  Wasutneron, May 3, 1943. 

. Sm: Reference is made to your despatch no. 2703 of April 6, 1943 
enclosing copy of note no. 527 of March 31 47 from the Cuban Minister | 
of State.‘ Be BREE ES 

- * Neither printed. . Se oe | 
“ Emeterio 8. Santovenia. | arene :
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_ The Cuban note states that the Minister of Agriculture,*? while . | 
expressing satisfaction with the bases for the accord between the Cuban _ | 
and the United States Governments for the purchase until May 1, 
(1944 of the exportable surplus of corn and legumes, requests in effect | 
for Cuba the benefit under an escalator provision of any rise of prices _ 

for these commodities occurring in the United States market. 
The Department, together with the Commodity Credit Corporation | 

and the Board of Economic Warfare, has given this additional request. | 
of the Cuban Government most careful consideration. This Gov- 

| ernment has in this connection reviewed the course of the discussions | 
in Washington with Sefior Amadeo Lépez Castro which led to the - 
purchase agreement. The prices which were eventually reached and 
agreed to were determined solely by the amount of incentive estimated | 
to be necessary to stimulate production of these commodities. At — | 
no time were the prices linked with United States markets; and the | 
question of an escalator clause was not injected into the discussions. 
The Department, in fact, recalls that Sefior Lépez Castro departed | 
fully satisfied with the terms for the purchase. _ ee - | 

For your files, there are enclosed copies of communications of April — 
20 and April 24 from the Commodity Credit Corporation and the — 
Board of Economic Warfare 

You are authorized to communicate this Government’s views with 
regard to the corn and bean agreements to the Cuban Government. —s—_ 

Verytruly yours, ~~ _ FortheSecretaryofState: = 
OE a, _ SumNER WELLEs 

887.618/84: Airgram — Le Coat 
Lhe Ambassador in Cuba (Braden) to the Secretary of State 

ee aan, June 2, 1943—1 p.m. 
LEE ESE Ce oye 4 os [Received June 4.] 

_ A-1078. Due to late arrival and increase in quantity of peanut 
seed shipped to Cuban Ministry of Agriculture in April, a large | 
portion remains unplanted. Four million pounds of seed were de- _ 
livered to Ministry, (only 3 million originally requested) of which | 
about 1.25 million has been delivered to planters. Ministry expects | 
to use possibly 0.5 million for fall planting, leaving more than 2 | 
million pounds unused in 1943. ee re a | 

Storage until 1944 would involve considerable expense, require | 
valuable storage space, necessitate frequent thorough fumigation,and  =— | 
involve some loss due to insect damage and reduced germination. - , 
Ministry, therefore, requests authorization to crush remainder for ke | 

Joaquin Martinez Sfenz, | ie met | 
°° Neither printed. | pe an ee | 

: Ba ee



228 FOREIGN RELATIONS, 1948, VOLUME VI | 

oil.*+ If crushed in June or July, this would increase Cuban crush- 

- ing capacity since crushers are now idle until August. 

| Mr. Sam Herman (BEW) expects to return to Washington by 
end of this week and will discuss matter further. 

| . oe, BRADEN 

| 837.658/26 | | oe 

The Chargé in Cuba (Briggs) to the Secretary of State _ 

. No. 3893 oe Harana, June 8, 1943. 

oe ea - _ [Received June 10.] 

- $m: I have the honor to refer to the Embassy’s despatch No. 3051 

of May 11, 1943,°% and to transmit three memoranda prepared by 

Mr. G. C. Howard ™ and the Agricultural Attaché * concerning con- 

versations with representatives of the American Dehydrating Com- 

pany of Cuba about that company’s project for large scale 

dehydration of vegetables under contract with the Commodity Credit 

Corporation. All the negotiations in connection with this project 

and contract have been carried on in Washington. These memoranda 

show the progress of that company’s plans involving the construction 

of several large dehydration plants in Cuba. | 
- While the Embassy is in sympathy with the idea of producing 

dehydrated vegetables in Cuba, it anticipates that the company may 

— have considerable difficulty in obtaining the steady supply of raw 

vegetables which would be necessary for the successful operation of 

this large project. The kinds of vegetables that are to make up 

40 percent of the production under the contract have heretofore not 

been grown commercially in Cuba and apparently cannot be grown 

satisfactorily during the summer season. (See Embassy’s airgram 

| A-887 of May 8; and despatch No. 3051 of May 11.°*) For this rea- 

. son it would appear to be advisable that the project be started grad- 

ually in order that experience from the operation of the first unit 

may serve as a guide for the other two or three units and possibly 

avoid the expenditure of valuable strategic materials in the construc- 

a tion of plants if difficulties are experienced in obtaining an adequate 

supply of raw vegetables. | BOS So 

In the last paragraph of enclosure No. 2 Mr. Howard states that, 

although the question of supply of equipment and materials for the 

*1The Secretary of State in airgram A-1556 of June 17, expressed “regrets 

that Cuba has now found it impossible to plant all the peanuts they requested 

for seed” and stated that the Department had “no objection” to crushing the 

unused balance though “it must be understood that a like amount of edible 

oil will be deducted from the U.S. allocation to Cuba.” (837.613/37) 

52 Not printed. | , | ee hey 

5 None printed. | | | OE a 
George C. Howard, Second Secretary and Consul at the Embassy in Cuba.. 

= Paul G. Minneman. | Be 

, 56 Neither printed. : . . a
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construction of the plants is apparently being handled in Washington, 
| it would be desirable if the Embassy could be informed as to what | 

extra provision is being made for the steel, tinplate and fuel oil which 
will be needed for the construction and operation of these plants. | 

Respectfully yours, For the Chargé d’Affaires ad interim: - 
| | Paut G. MinneMan | 

a Oo | Agricultural Attaché 

837.24/1601 | | | - 

| The Chargé in Cuba (Briggs) to the Secretary of State 

No. 3626 -  Hapana, June 29, 1943. 
| Sey | [Received July 1.] | | 

| Sir: I have the honor to inform the Department of recent de- 
velopments regarding farm machinery furnished by the United States | 
to the Cuban Comisién de Fomento Nacional * to aid the program a 

_ for increased farm production and agricultural diversification in Cuba. 
The Embassy is informed that on or about June 1 the following 

machinery arrived in Cuba consigned to the Fomento: a 

ss 40 track-type tractors ae 
a 48 disk plows | eS oe 

| 50 one-row peanut planters | | 
—_ | _ 56 two-row peanut planters | : , 

oe 5 rice binders | 
10 rice threshers | oy, | a 
15 ricedrills  — os | 

This machinery was unloaded beginning June 11, after payment of 
- demurrage caused by the Fomento’s neglect of arrangements for receiv- 

ing and handling. At the present date, June 29, the machinery is 
| still in crates at Habana awaiting formulation of plans for distribu- 

| tion which apparently have not been satisfactorily established between 
the Fomento and the Ministry of Agriculture. a 

It is of interest to note that the shipment is largely planting ma- 
chinery which arrived in Cuba too late to be used for summer crops. 
Only the rice binders and threshers have any prospect. of being used : 
onthepresentcrop. == ge | 

_ The peanut pickers which are considered by the Embassy to be | 
most important and to be needed most urgently for the harvest | 
already beginning, have not yet arrived in Cuba. The Embassy’s  —s_—i| 
telegram No. 486 of June 26, 1943,°* called attention to this situation. | 

Respectfully yours, . For the Chargé d’Affaires ad interim: ! 
wo | a Pavut G. Mrinneman | 

oes - a at Agricultural Attaché | 

National Development Commission. re oe | 
Not printed. : cee |
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| — The Ambassador in Cuba (Braden) to the Secretary of State 

No. 3914 Pe ee —- Hapana, July 24, 1948. 
CO ae ~ [Received July 29. ] | 

Sm: I have the honor to refer to the Department’s instruction 
no. 1934 of July 18 [74] and to the Embassy’s despatch no. 3873 of 

| July 20,° and to report that the contract for the purchase of Cuba’s : 
total export surplus of corn from the 1944 crop was signed today 
by the Minister of Agriculture. The revised draft of this contract 
was received from Washington on July 15. Four signed copies of 

_ the contract are transmitted herewith. It is understood that three 
of these copies should be transmitted to the Office of Economic War- | 
fare for the use of that agency and the Commodity Credit Corporation. 
Although no reliable estimate is available concerning the quantity 

of export surplus corn which will be available, the Ministry of Agri- 
culture has recently estimated the 1943 plantings at 464,000 acres © 
with an estimated production of 489 million pounds. The Embassy 
believes that this estimate is too high, but it is evident that there 
has been considerable increase in production and that appreciable 
quantities will be available for export. By far the greatest produc- 

| tion (about 41 percent of the total) is in Oriente Province in the 
| extreme eastern end of the island. =———~ —— | 

The contract provides that the Commodity Credit Corporation 
_ shall take delivery of the corn at railroad stations throughout the | 

' island. The Minister expressed the opinion that there would probably | 
not be more than twenty delivery points, but nevertheless it is obvious 

| that the Corporation will have to have available at least two, and 
possibly more, inspectors to sample the corn and to determine whether. __ 
it meets with our qualifications, et cetera. These inspectors, who _ 

- should if possible have some knowledge of Spanish, should be in 
Cuba not later than August 5, as the Minister expects that the corn 
crop will begin to move during the first half of August. 

| It is the Minister’s plan to assign to the Corporation the corn pro- | 
duced by a certain number of the largest growers. These will probably 

| be mostly sugar companies, a number of which have gone into the pro- — 
duction of corn this yearonalargescale 

The Minister said that the Sugar Cane Growers’ Association has 
agreed to establish a revolving fund of $100,000 to finance growers who 
are financially unable to await payment from the Corporation. — . 

He assured us that in accordance with the terms of the contract he 
| would immediately notify the Cuban authorities to prohibit the ex- 

portation of corn, except in the case of corn shipped by or for the 

| °°? Neither printed. : 7 Oo | on 
© Not nrinted. : | a |
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account of the Corporation. The Minister suggested that the Corpora~- —_— 
tion would be given a general export license to cover its exports of 
cornfromCuba. = ee ee 

Similar contracts for the purchase of peanuts and beans are expected | 
to be completed in the near future. 7 oo. | 

Respectfully yours, For the Ambassador : | 
| | , ; Paut G. MInneman 
Seas | | Agricultural Attaché 

887.658/36 ee Ce 
Memorandum by the Special Representative of the Cuban Govern- 

ment (Lépez Castro) to the Department of State = = 

EEE ak Es es Bo - [Wasurneton,] July 27, 1948. - 

- The American Dehydrating Company of Cuba has a contract with 
- Commodity Credit Corp. to dehydrate 40,000,000 lbs. of sweet potatoes _ 

and beets in Cuba. The Government of Cuba heartily welcomed this 
contract and viewed it as the first and foremost practical step in meet-_ 
ing the desires of the U. S. and Cuba to help Cuba diversify its crops 5 
and improve the economic position of the small farmers. We so an- _ / 
nounced it tothe public VOI en a 
We were particularly pleased when the American Dehydrating Com- 

pany of Cuba decided to spread its purchases over three provinces, _ | 
namely, Havana, Matanzas and Camaguey, by erecting three smaller | 
plants rather than one large plant. | oe Pann 

Officials and citizens of these provinces enthusiastically agreed to : | 

cooperate and farmers in the first two immediately undertook to raise | 
thenecessary vegetables. __ —_ | ae : 

_ Federal officials agreed to help with tax concessions, road building, 
~ loan of machinery, etc. Our Minister of Agriculture undertook with = 

great satisfaction to encourage the farmers to grow the required | 
vegetables, to supervise the planting, to lay out an insecticide program, = 
and in every way to induce the farmers to participate in this diversifica- 
tion program. _ en ncaa 

_ Cuba granted certificates of necessity and letters of endorsement | 
for the steel and machinery out of its own allotment. ee 

In short we in Cuba are doing everything possible to help the | 
American Dehydrating Company of Cuba, carry out its contract with — ) 
the Commodity Credit Corporation. We were therefore shocked to ~~ | 
learn: | Se es ee ee 

1. That an impression has been created by someone in the American | 
_ Embassy in Havana that sufficient beets cannot be grown in Cuba and | | 

- @ This memorandum, ‘unsigned, was left at the Department on July 28 by _ 
Amadeo Lopez Castro, accompanied by Aurelio F. Concheso, Cuban Ambassador 
_in the United States. , a cs | | : 

461-085-6416 oe | :
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that farmers in Cuba will not successfully grow the quantity of beets 
required for this dehydration contract. _ 

9. That there is an impression that the Cuban Government is only 
| lukewarm to this great project. | Oo 7 

3. That therefore export licenses and priority certificates for neces- 
sary steel and equipment are being refused to the American Steel 
Corporation of Cuba which is constructing these plants. __ 

We therefore state emphatically that: 

A. The Government of Cuba is most anxious that this project be 

| prosecuted with every energy and dispatch, and that I am authorized 
to state that our Government will help in every way; that we con- 
sider the program of the American Dehydrating Company of Cuba 

one of the most if not the most important project of our diversification 
and good neighbor program. 7 

| B. There is no question that beets can and will grow in Cuba; that — 

the farmers are anxious to grow beets for this dehydration program 
and that farmers will undertake to grow sufficient beets to enable the | 

American Dehydrating Company to carry out its contracts in full. 

We know of our own knowledge that farmers are now in the process 

| of growing and have ground broken to grow the vegetables for this 
purpose. — — | ae 

| “GC. It will be breaking faith with these thousands of farmers and 

| laborers to withhold the export licenses for the steel and necessary 

equipment for the three plants required to carry out this dehydration 
program. |. 7 | | | - 

Respectfully yours, mee | 

837.658/344 | | | - | 

The Cuban Ambassador (Concheso) to the Secretary of State 

| | [Translation] : 

The Ambassador of Cuba presents his compliments to His Excel- 

lency the Secretary of State and has the honor to inform him that he 

has received instructions from his Government to request His Excel- 

lency’s good offices with the different war economic agencies of his 

Government to obtain the approval of a project for the establish- 

ment in Cuba of three plants for dehydrating vegetables to be installed 

and operated by the American Dehydrating Company of Cuba, which 

has been submitted and is awaiting approval by the said war economic 

agencies. Be 
As His Excellency knows, the establishment of the said three de- 

hydrating plants will have the immediate purpose of supplying © 

40,000,000 pounds of dehydrated vegetables to the United States, 

through a contract already signed between the Commodity Credit 

Corporation and the American Dehydrating Company of Cuba. This 

contract, in addition to signifying an effective | collaboration of the
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_ people of Cuba in the supplying of food to the Army and people of , 
the United States, will result in the cultivation of about 40,000 acres — 
of Jand on approximately 3,000 small estates and in the employment 
of a substantial number of workers. In the industrial process the 
plants will employ about 3,000 workers and in the farming operations, _ 

| in the seasons of cultivation and harvesting of the crops, approxi- 
mately 20,000 agricultural workers will obtain employment. 

The interest of my Government in the approval of this project is 
accentuated by the fact that, in order to carry out fully its agreement 
with the Commodity Credit Corporation, the American Dehydrating _ | 
Company of Cuba has already signed contracts with Cuban farmers 
and the latter have begun their work in preparation for seeding and, | 
in case the project is disapproved, wholly or in part, by the agencies 
of this Government, considerable difficulties and losses will be caused 
for the Cuban farmers. a | , 

. -- The establishment of the dehydrating plants will represent a step 
of real progress and of great magnitude in the program of diversified 
agriculture which my Government is carrying on with the valued co- — 
operation and aid of Your Excellency’s Government, and very espe- | 
cially of the Department of State, for this project will not limit its — 
‘scope to supplying food for the United States during the present | 
emergency period, but, after the end of this period, the dehydrating 

| plants will make possible the exportation of vegetable products which __ 
in their natural state can not be sold abroad because of their easy and 
rapid decomposition. At the same time and for the same reason, the | 

| dehydration of vegetables will make easier and more economical the 
domestic supply for the people of Cuba, thus improving their nutri- 
tional standards, because, due to the warmth and humidity of our 

7 climate, fresh vegetables and fruits have prohibitive distribution costs _ 
_ which make their consumption by the poor and middle classes of our 

country impossible. The Ambassador of Cuba will be profoundly 
grateful for the attention which Your Excellency may show this | 
request. . | | — | 

Wasuineron, August 6, 1943. | | | 

——-887.658/36 | | ne : | 

| The Department of State tothe Cuban Embassy - | 

ee MrmoranpuM _ | 

_ Inreply to the memorandum of July 27 of Dr. Amadeo Lépez Castro, 
concerning the dehydration project of the American Dehydrating Com- 
pany of Cuba, the Department of State is pleased to have an oppor- 
tunity to comment on the project and to express appreciation of thede- |
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| termination of the Government of Cuba supporting the agricultural 

diversification program. It isa source of real gratification to note the 
substantial progress already being made; for example in the produc- 
tion of corn, the present crop of which is one of the largest in Cuban 

During recent years and especially during last winter’s general econ- 

omic discussions, the Department of State and other interested agencies 
of this Government have maintained a keen interest inthecontinuation __ 

~ and intensification of Cuba’s diversification program. To that end the 
Department has assisted in making available certain agricultural ma- 
chinery, and as Dr. Lépez Castro is aware, contracts for production of 

the various agricultural items such as corn, beans, and surplus dairy 

| products are under activeconsiderationatpresent. 8 8 
The project of the American Dehydrating Company of Cuba has re- 

, ceived most careful attention and study by the American Embassy at , 
‘Habana and the Department since its inception during March 1943. _ | 
Every effort has been made to reach a fair and helpful determination — 
that can be justified on the basis of production potentialities of beets 
and sweet potatoes, and consistent with the availability of iron and 
steel materials and of fuel oil and tinplate. The Department has con- 
cluded that it may reasonably recommend to the War Production 

| Board the construction of one dehydration plant and it maintains the | 
position that, in view of the lack of experience in the commercial pro- | 
duction in Cuba of most of the vegetables under contract, that con- 
sideration of further construction be deferred pending the visit to Cuba 
of technical dehydration experts, which will take place within the next 
few weeks, according to advices received by the Department from the | 
Office of Economic Warfare. Also of assistance in reaching a de-  _ 
cision with respect to the advisability of additional construction will 
be the results achieved in the operations of the first factory, which is. 
understood to be nearing completion. Ee a 

The Department will, of course, continue its. active interest in — 
thismatter, | SG 8 | 

Wasuineton, August 12, 1943. ee ae 

| 837.658/48 Be ee | | aes 

_ - Lhe Ambassador in Cuba (Braden) to the Secretary of State 

No. 4276 oe Hazana, August 24, 1948. 
a eg Received August 28.J 

Sm: I have the honor to refer to previous correspondence regard- _ 
ing the American Dehydrating Company project in Cuba, and es- _ 

| ®The Board of Economie Warfare became the Office of Economic Warfare __ 
on July 15, 1943. Se a | -
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pecially to the memorandum ® attached to the Department’s instruc- _ | | 

| tion No. 2091 of August 12, 1943 ** (no file number), setting forth the 
Cuban Government’s interest in this project, and toa memorandum | 
dated August 5, 1943, on a telephone conversation between Mr. M.P. 
Anderson of the War Production Board and an officer of the Depart- | 
ment,® from which the impression is obtained that the Commodity _ 

| _ Credit Corporation is lukewarm towards the project as possible users 
of dehydrated vegetables are scarce and as the present production __ 
capacity of dehydrated vegetables is sufficient for all possible needs. 
According to this memorandum, the Commodity Credit Corporation | 

| is reportedly willing to release the American Dehydrating Company 
from its obligations under the contract. UN OE ae 

_ Mr. Frank Cohen of the American Dehydrating Company informed — 

_. the Embassy on August 20, 1948, that a project license had been issued _ 
to cover all the materials and equipment required for the first of the | 
three dehydrating plants his company desires to erect and that he is 
extremely anxious to erect the second plant in order to be able to 
comply with the contract between his company and the Commodity | 
Credit Corporation. Mr. Cohen requested the Embassy to make a — 7 

definite recommendation in this regard. a ee 
- Inasmuch as the Embassy’s views on this project, as expressed in 
its air mail despatch No. 3915 of July 24, 1943,° remain unchanged, _ 
Mr. Cohen was informed that any recommendations should properly 
come from the Commodity Credit Corporation, with which the project 
originated and to which the American Dehydrating Company is called 
upontodeliverunderitscontract. 8 

The question now arises, however, as to what action should be pur- 
sued by the Embassy in connection with import recommendations cov- 
ering iron and steel and other strategic materials for the plants in 
question. According to the original estimates submitted by the com- 

_ pany to the Embassy, approximately 1,300,000 pounds of steel were 
required for each plant. To date certificates of necessity for about — 
462,000 pounds of steel and import recommendations for roughly | | 
241,000 pounds of steel have been approved against the third and | 
fourth quarter estimates of supply, respectively, leaving some 600,000 | 
pounds more to be granted for the completion of the first plant. In , 
view of the Cuban Government’s interest in the project, it may be as-_ , 

_ sumed that the Import and Export Agency will issue against future | 
estimates of supply additional import recommendations to cover the : 
steel and other materials required to complete the first plant, as well ? 

- ®Memorandum of July 27 by Amadeo Lépez Castro, p. 231. | le en : 
“ Not printed. | | | : | 
* George F. Scherer. | 7 a 

| * Not printed; in this despatch the Ambassador expressed the desire that the 
project proceed with caution until more adequate information became avail- 

- able (837.658/34). | | : 7 ,
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as the second and, possibly, a third plant. The Embassy is therefore 

urgently in need of a definite statement as to the. interested agencies’ 

views in the matter and whether they propose to approve export 

license applications for the materials, supplies and equipment required 

for the erection of a second orevenathird plant. > - 

Pending receipt of the Department’s instructions, the Embassy will 

| approve import recommendations up to the amounts required for the 

construction of the first plant (now nearing completion at Colén), 

and any additional import recommendations for this project will be | 

submitted to the Department for such action as it may be decided to 

take with regard thereto. oe 
Respectfully yours, For the Ambassador : 

a - Grorcr C. Howarp— 

eee First Secretary of Embassy 

837.658/48: Airgram _ - | 

The Secretary of State to the Ambassador in Cuba (Braden) } 

_  Wasuineton, September 16, 1943—5:30 p. m. 

A-22931. Reference your despatch 4276, August 24, regarding Amer- — 
ican Dehydrating Company and requesting a definite statement as to. 
the interested agency’s views in the matter, and whether they propose 
to approve export application for the materials, supplies and equip- | 
ment required for the erection of a second orevenathird plant. 

| Mr. Cohen has been advised that Commodity Credit Corporation _ 
will administer his contract in such a way that he will not be em- 
barrassed by inability to deliver due to no fault of his own. 

| There are no present plans to authorize export application for ma- 

terials, etc., for a second or third plant. Should the position in regard 

to this matter change, you will be advised. os ee 

Import recommendations should be approved only for requirements 

for first plant of subject project pending consideration and action 
in Washington on additional plants. ts Coe 

- The Department understands that the War Production Board ap- 

proved necessary equipment and the Office of Economic Warfare 

| granted export licenses September 14 for needed equipment for first | 

plant. Furthermore, it isthe Department’s understanding that initial 

unit is up and practically completed. Se |
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887.618/45. Se | 
_ Lhe Ambassador in Cuba (Braden) to the Secretary of State | 

No. 4724 | Hapana, October 7, 19438. 
Se | [Received October 12.] 

Sir: I have the honor to transmit three signed copies of a contract o 
| executed today on behalf of the Commodity Credit Corporation and | 

the Cuban Ministry of Agriculture for the purchase of export surplus 

- peanuts. © 7 | | | | | 

Although the contract is executed by the Minister of Agriculture, the | 
- Ministry does not have facilities for actually purchasing the peanuts | 

and paying the growers for them, transporting them to Habana, and _ 
shelling them for delivery f. a. s. vessel for export. ‘Therefore, the 

- contract provides that the Minister may appoint agents to perform 
these operations for the Ministry. Two leading vegetable oil crushers, 
Sabates, S. A., and Hershey Corporation, also have signed agreements 
with the Ministry to act as agents to perform these functions. 

_ Although Cuba’s peanut production this year is approximately 
double that of last year, production is still slightly below the capacity 
of Cuban oil crushers and, therefore, no export surplus from the 1943 
 erop is anticipated. The contract contains an option under which the ) 
purchase program may be continued to cover the 1944 crop. | 

7 Respectfully yours, | For the Ambassador: 
| | | | Paut G. MINNEMAN 

| | Agricultural Attaché 
| ee } 

837.61351/4899 oe | : a 
_ The Ambassador in Cuba (Braden) to the Secretary of State — 

No. 5038 - oe Hazana, November 5, 1948. 
aa | _ [Received November 9.] oe 

Sir: Supplementing the Embassy’s air mail despatch No. 5017 | 
of November 4, 1943,°7 (File No. 861.35) enclosing copies of three notes 
which the Embassy transmitted to the Foreign Office ** in connection _ 
with the recently concluded negotiations for the purchase by the Com- | 
modity Credit Corporation of a large portion of the 1944 Cuban sugar © | 

| crop, I have the honor to enclose a copy and translation of note No. | 
— 8177 of October 26, 1943," received from the Foreign Office which 7 : 

contains the Cuban Government’s reply to the Embassy’s note No. 1150. | 
of October 19, 1943, regarding the continuance of Cuba’s agricultural — : 
diversification program. It will be noted that the Cuban Govern- | 
ment, in its reply, assures the Embassy that it is dedicating its best | 

Not printed. | | 
* Note No. 1150 not printed; for notes Nos. 1151 and 1152, October 19, see 

pp. 177 and 179, respectively. :
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efforts to the development of its diversification program but that 
additional agricultural machinery and equipment and increased quan- 
tities of gas oil are needed for the program’s successful development. 

There is also enclosed a copy of the Embassy’s note No. 1176 of No- 
vember 1, 1943,1 in reply, informing the Cuban Government that 
inasmuch as light petroleum products are in critically short supply, no 
increase in Cuba’s gas oil quota is possible at this time and bringing - 
to its attention a letter which the Embassy recently addressed to the 
ORPA in which certain ways and means of eking out Cuba’s supply 

, of light petroleum products were suggested. A copy of this letter to — 
the ORPA is likewise enclosed.” - : Oo 
With regard to the request for additional agricultural equipment 

and machinery, the Department’s attention is invited to the Embassy’s 

despatch No. 5034 of November 5, 1948,”* (File No. 861) reporting on 
— the agricultural equipment and machinery which our Government 

furnished Cuba for agricultural diversification purposes last June and 
on the Cuban Government’s failure to make effective use thereof. 

Respectfully yours, | For the Ambassador : 

7 | | | Apert F, Nurse 
oe Us POC | Counselor of Embassy for 

| - te Economic Affairs 

a 837.24/2166 ey Oo | _— | 

The Ambassador in Cuba (Braden) to the Secretary of State . 

—  No511L | Hapana, November 11, 1948. 
| | [Received November 18. ] 

Sir: I have the honor to refer to the Embassy’s despatch No. 5034 

_ of November 5, 1943,” which stated my intention to discuss with Cuban 
officials the ineffective use in 1948 of farm machinery furnished to the 

_ Ministry of Agriculture to assist the program for agricultural diversi- 

| fication, te ee ees 

‘Thad the opportunity to take up this matter briefly during my meet- 

ing of November 8 with the Prime Minister, at which Ingeniero 
Amadeo Lépez Castro was present. I pointed out that the failure of 
the Cuban Government to provide for effective utilization of the ma- 
chinery had unfortunate effects for the United States agencies which 
were instrumental in obtaining the equipment, and. also on the attitude 

of the American Congress, the implication being that these develop- 

™ Not printed. | ey | 2 SSE A EEE ge Et 
™ Letter to the ORPA (Oficina de Regulacién de Precios y Abastecimientos) in | 

Cuba, dated October 30, not printed.. eB 
® Not printed; it reiterated the Embassy’s recommendation that it be allowed 

to clear on all future sales of tractors and that such sales be direct to commercial 
interests rather than through the Cuban Government (837.24/2134). _ | .
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ments have damaged the prospects for obtaining additional equipment | 

| for Cuba. on | ee) | 
Ingeniero Lépez Castro replied that the equipment arrived too late 

in 1943 for use in spring planting. This of course is true, but doesnot _ 
justify the failure to distribute the tractors and plows for use in plant- | 

ing fall crops, including beans and peanuts which are highly important 
with respect to agricultural diversification; nor does it explain the ~ 

| failure to make more effective use of peanut and rice harvesting ma- 
 chinery. Assembly of rice harvesting equipment was not even begun 

until the fall harvest. season was under way, onlya portion ofthisma- 
_ chinery was actually distributed, and the balance now is of no use 

until the fall of 1944. As there was no plan whatsoever for distribu- _ . 
tion of equipment upon its arrival in June 1948, it does not appear © 

_ likely that the machinery would have been distributed in time for = 
spring crops of 1948 even though it had arrived prior to their planting | 

dates. | | | ae | | 
_ The shortage of gas oil also was presented by Ingeniero Lépez 
Castro as a hindrance to effective use of the farm machinery. This _ 
can not be considered a valid excuse for failure to distribute the equip- an 

ment, as demand for tractors and rice harvesting equipment would at 
the proper time in 1943 have absorbed the machines regardless of the _ 
prospective fuel problem with respect to their operation. The mat- | 
ter'of gas oil was discussed in detail at the same meeting and Ingeniero | 

_ Lépez Castro, when informed that the Cuban quota could not be in- | 
creased, expressed his intention of taking up the matter in Washing- __ | 
ton. ‘This intention was reported to the Department in the Embassy’s | 
telegram No. 722 of November 8, 1943.74 ae Be ee | 
As sale and distribution of the farm machinery now is proceeding  — 

_ as rapidly as is reasonable considering that there is no immediate _ 
| occasion for its use at this season, no further action is contemplated | 

by the Embassy except with respect to Cuban allocations: for 1944, Se 
as described in the closing paragraph of the Embassy despatch men- _ 

_tionedabove. | ee 
- Respectfully yours, ; - For the Ambassador: 

| | aes hay | |  Azpert F, Nurser | 
co ' — Counselor of Embassy for 

a eg eS Economic Affairs 

| “Not printed. | cee Loe,
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FINANCIAL ASSISTANCE BY THE UNITED STATES TO CUBA” 

837.51 Cooperation Program/192 : Telegram | | 

: The Ambassador in Cuba (Braden) to the Secretary of State 

| > FAfapana, January 7, 1948—noon. 
oe : _ [Received 2: 38 p. m.] 

12. It would be helpful to receive information on the status of 

Cuban Public Works projects including the following. : | 

1. Central Highway. Has the requisite machinery been earmarked — 

and when will it be delivered? How about steel? Are we correct 

: in assuming that necessary asphalt has been promised on a war essen- 

tial basis? (The Presidency announced on January 4 that repairs 

should be undertaken at once; Fomento Commission ™ has disclaimed. 

knowledge of this statement.) | | | | 
2. What is the final decision on the Santiago and Guantanamo 

aqueduct proposals? | | 

3. With respect to supplementary roads, how was this matter left? 

A revised and less extensive list of air base construction equipment _ 

was recently made available to the Fomento Commission which has 

written me that it desires to acquire practically all of it. My reply 

should indicate not only items to be transferred (which can be ascer- 

tained from base authorities here) but whether this is to be done under 
, Lend-Lease,” the $25,000,000 line of credit,”® or otherwise. | 

4. What was the result of investigation concerning availability of 

| equipment for refrigerated storage warehouses? (These are highly | 

important with respect to the agricultural diversification program.) 

- 5. Irrigation projects. It is assumed that the engineers mentioned 

in the Department’s telegram No. 23 of January 6* will investigate 

feasibility of Cuban plans. | Payee PO 3 
| ; | TE BRADEN 

7 Continued from Foreign Relations, 1942, vol. vI, pp. 290-315. | 
7 Ministry of Public Works’ National Development Commission (Comisién de 

Fomento Nacional). ye | 

- ® Wor correspondence concerning Lend-Lease agreement. with Cuba, see Foreign 

Relations, 1941, vol. vir, pp. 116 ff. — 

7 An agreement signed April 8, 1942, between the Export-Import Bank of 

Washington and the Comisién de Fomento Nacional provided for a line of 

credit of $25,000,000, repayable in 30 installments semiannually with interest 

. at 4 percent. The loan was to be used for public works and agricultural projects. 

Wor details of the diversification program in Cuba, see pp. 2238 ff£ 

&1 Not printed. he | .
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837.51 Cooperation Program /192 : Telegram | oo 

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

| | | _-Wasurneron, January 9, 1943—7 p. m. 

7 44, Reference your 12, January 7, noon. | 

1. Central Highway. As explained to Ambassador Concheso on 

January 6, efforts are being made to locate suitable new and used — 

asphalt spreading machinery, which Cuban representatives must be 

prepared to inspect immediately (Concheso is to have Snare’s” 

engineer, Seeley, available). | | 
Steel requirements, in accordance with previous understandings, | 

will be supplied from regular Cuban allocation. | a 
The Department has informally indicated to the Cuban Commis- 

gion that adequate asphalt supplies are likely to be made available. 

| 9. Although Export-Import Bank formally approved on Janu- 

ary 6 projects for Central Highway, Santiago and Guantanamo 

aqueducts, the approval did not, of course, cover priorities. You are 

referred to the Under Secretary’s strictly confidential telegram to you~ 

of January 9.8 | a : - 

3. No definite project regarding supplementary roads was presented 

or discussed although it is presumed that construction would follow : 

| repair of Central highway, using airfield construction equipment. 

| The equipment would not be made available under Lend-Lease, but 

the precise manner of transfer is still uncertain. | | 

4. Sefior Lopez Castro * has been informed that if his Govern- = __ 
ment were to present a formal application, there would be a strong 

possibility of favorable consideration in Washington. ee | 

5. Your assumption is correct. Rio Buey is to be investigated 

| first. Oo | 
cs | | | Aon 

837.51 Cooperation Program/195 : Airgram a | 

‘The Secretary of State to the Ambassador in Cuba (Braden) 

| WASHINGTON, January 23, 1948—3: 50 p. m. 

A-699. Your A-95 and A-96, January 14. The Department is | 
definitely opposed to the utilization of Lend-Lease funds for the pur- 
chase of any of the machinery and equipment from San Antonio de 
los Bafios.*° The Export-Import Bank is prepared to finance under 

” Frederick Snare Corporation, an engineering company. oe | 
8% Telegram No. 41 not printed; in this telegram the Ambassador was advised : 

by Under Secretary of State Welles not to negotiate on the aqueduct proposals | 
until February. ee | ct | 

“* Amadeo Lépez Castro, President of Cuba’s Comisién de Fomento Nacional. : 
® Neither printed. | mee : - : 7 
* An airport development project recently completed.
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the $25,000,000 loan the purchase of equipment needed for the com- 
pletion of projects which have been submitted to the Bank or which 

| will be submitted by the Cuban Government. The Department sug- | 
gests that you consult Fitch ** of the Export-Import Bank, who is _ 
now in Cuba, regarding the procedure to be followed by the Cuban 
Government in utilizing the $25,000,000 loan for this purpose. = 

The War Department authorizes Major Wommack to serve as con- 
sultant in connection with the evaluation of equipment belonging to 
the Cayuga Construction Company.®* EE ee 

837.24/1108 : Airgram a | te a 
_. The Ambassador in Cuba (Braden) to the Secretary of State 

| 7 oe ‘ [Extract] : a | 

ee Hasana, February 24, 1943—9 a.m. 
_ [Received February 27—12:30 p. m.] 

A-356. ... | | | oe 

With reference to my telephone conversation February 92nd with | 
Bonsal, *° I hope Department will be able to impress Export-Import 
Bank with importance of leaving Comisién de Fomento Nacional 
free to lend some of its equipment to Cuban Army and Navy for 

_ Cuban defense projects, as contemplated restriction on use of im- | 
a portant construction equipment in time of war hardly appears war- 

ranted or feasible of execution. Lopez Castro has pointed out that 
we might be the ones wishing to borrow some of this equipment for 
use on our military and naval projects in Cuba and that Cuban Gov- 
ernment would naturally wish to accede to such a request but could | 
not very well do so if Comisi6n were prevented from lending equip- 
ment for Cuban defense projects. Bea oe 

837.24/1108 : Telegram : | Ls “ e a . | _ ae 

| The Acting Secretary of State to the Ambassador in Cuba (Braden) — 

eS Wasutnaton, March 3,1943—10 p.m. 
279. Reference Embassy’s A-356, February 24,9 a.m. The Depart- 

ment has discussed with Export-Import Bank the matter of making _ 
_ machinery and equipment available to the Cuban War and Navy 

John D. Fitch, principal engineer of a 3-man engineering team sent to Cuba. | 

in January 19438 by the Export-Import Bank. | ee 
* The engineering company that constructed the military airport at San 

Antonio de los Bafios.  - | | a | 
. %° Philip W. Bonsal, Chief of the Division of the American Republics. |
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Departments. The Bank believes and the Department concurs that it | 
would be unwise for the Bank to approve the use of funds under | | 

_ public works loan for the purchase of equipment to be used elsewhere 
than on projects it has approved. The Bank believes such action would | 
violate Cuban law authorizing loan and agreement signed thereunder. - 
The Department also understands from Montoulieu® that the 
Comisién de Fomento Nacional has recently adopted resolution that | 

~ equipment would be used only on projects approved by Bank. = 
In view of the foregoing and of the prospective arrival of Colonel | 

: Covell," you may wish to suggest to the proper Cuban officials that, 
| if War and Navy Departments are interested in purchasing San > 

Antonio de los Bafios equipment with Cuban Government funds, the 7 
representatives should be prepared to confer with Colonel Covell and oO 
representatives of the Comisién when he arrives at.Habana.2 | 

837.516/413 : Telegram : on | 

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

| Awana, March 24, 1948—10 a. m. 
| OO [Received 12:32 p.m] 
- 177. To Harry White, Treasury, from Southard and Bernstein. 

| 1. In satisfactory conference Finance Minister ® stated our arrival 
most timely as Government considers final drafting of bank law should 
be undertaken at once. on PES leg ae 

2. Major issues are: ee ee eee 

| _ (a) Whether Board of Directors should have more representation =—S 
of member banks and possibly trade associations. Government still — | 
agrees with Mission and will probably maintain stand. | | 
_ (6) Whether superior banking council should have less Government | 
representation and limited powers over Board of Directors. Govern- _ | 

| ment probably not insistent on present draft law if its stand on point — ; 
(a) can be maintained. oe re | 
_(¢) Whether inspection of private banking should be in Central , 

Bank. Government still thinking of independent inspector general , 

_ Eduardo Montoulieu, Cuban Minister of State. BU ag SE | 
| . 4 Gordon Covell, responsible for United States Army engineering construction | | 

a * rin airgrams A-1096 June 3, from the Ambassador, and A-1142, J une 8, from 7 3 
the Chargé in Cuba, it was indicated that the construction equipment would be. 
purchased from the United States War Department by the Cuban Government 
(837.24/1443, 1471). ee a ee Pen 
“ Harry Dexter White, Assistant to the Secretary of the Treasury. = © | _™ Frank Southard, Navy Department, and E. M. Bernstein, Treasury Depart- — 

‘ment, had arrived recently in Habana for consultation with the Cuban Govern- E 
ment on the establishment of a Cuban central bank. | pee a i 

| ~* José Miguel Irisarri. | lee | | * For views of the American advisers, see telegram No. 190, infra. =



244 FOREIGN RELATIONS, 1943, VOLUME VI | 

of banks but may be open to compromise in form of semi-autonomous 

| department of inspection within Central Bank. — | 

- (ad) Whether stabilization fund should be autonomous or Depart- 

ment of Central Bank operating for account of Government. Tech- 

nical problem and unlikely to cause difficulty. _ | a 

3. Government unwilling to accept Mission proposal to omit title 5 — 

on private banks.” Argues article correct taking in lack of basic law 

covering creation, operations, and inspection of banks. However, 

willing to reduce this title to absolute minimum. We reiterated 

Mission’s reluctance to comment on this title, but shall study matter 

, and await your views.@ _ | | 

, 4. Government wants views and support of Mission on all possible 

points but does not expect Mission to yield well-maintained positions. 

In latter cases Government hopes for Mission’s technical advice. We 

consider this procedure satisfactory. Still expect to return about 

| April 5th. [Southard and Bernstein. ] | 

| | | . _ Brapen 

102.1/8028 ; Telegram - | oe : | | 

| The Ambassador in Cuba (Braden) to the Secretary of State | 

, Po de | Hazana, March 30, 1943—5 p. m. 

| seep OF sO SPE aye [Received 6:57 p. m.] 

190. To White, Treasury, from Bernstein. “Nearly completed go- 

ing over changes in proposed Central Bank law with Cuban Treas- 

ury representatives. Experienced no great difficulty on important 

7 points except taxes and other provisions to hasten termination dol- 

7 lar deposits, dollar assets and dollar loans in which matters some 

flexibility will be introduced. Agreed that in any compromise on 

structure board of directors every effort will be made to retain con- 

trol by Government. Satisfactory arrangement expected on Council 

and Bank inspection along lines Mission’s recommendations. Will 

complete Government discussion today. Government expects con- 

ferences with Senate Committee beginning tomorrow with us present 

| as technicians. Southard leaving Friday. Bernstein leaving Sun- 

day if possible but not later than Tuesday. Gardner ® remaining | 

another week.” | a Cn | 

en oe  BRADEN 

‘Title 5 of proposed Central Bank law. __ acon ae 

* The Secretary of State, in telegram No. 381 of March 30, 6 p. m., transmitted 

to Bernstein, Southard, and Gardner the recommendation by Harry Dexter White : 

that the Mission should avoid, if possible, taking any position with respect to the a 

merits of title 5. : Ce , fess 
® Walter Gardner of the Federal Reserve Bank had joined Southard and 

Bernstein in Cuba on March 27. | | | | Le
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837.613/11: Airgram | 7 

The Ambassador in Cuba (Braden) to the Secretary of State — 

Hapana, April 1, 1943—10: 00 a.m. 
[Received April 3—4 p. m.] 

A-613. With reference to the diversification? and public works 
programs, I received a visit from the Prime Minister,” the Minister 
of Agriculture * and Lépez Castro, during which Lépez Castro gave 

| me the following summary of pending matters as of his departure 
| last week from Washington: | a | | 

[Here follows summary of matters concerning diversification with 
respect to peanuts, beans, and corn, and to agricultural machinery. ] 

2. Public Works. ne | | 

| a) Central Highway: Necessary equipment assured and no further 
action by the Cuban Government is required at this juncture. 

6) Materials and Equipment for Sia Storage Warehouses: Lopez 
- Castro states that there are now lacking only the Cuban “Certificates 

of Necessity”, which the Comisién de Fomento Nacional will obtain 
from the Cuban Export and Import Agency in accordance with es- 
tablished procedure. cee ep - 

I would appreciate receiving the Department’s instructions as to | 
whether materials for these projects obtainable under “Certificate of _ 
Necessity” procedure will form part of Cuba’s present allocations; 

| whether separate allocations will be granted; or whether they will be 
furnished under some other procedure as, for example, from “dis- 
tressstocks”, | - we art | 

_ c) Santiago de Cuba and Guanténamo Aqueducts: Lépez Castro 
understands that the necessary priorities will be assured on or after 
April 1 (I should appreciate information on this). Lo | 

— a@) Supplementary Roads: Lépez Castro is much disappointed at — 
his failure to make progress with our military authorities in connec- 
tion with obtaining some of the Army equipment which was used in 
the construction of Batista Airport. The Embassy is in touch with 
Colonel Covell’s office and is trying to work out a satisfactory ar- 
rangement, but the question of payment for this equipment is one | 
which seems not yet to have been resolved. | me 

Lépez Castro also spoke about the possibility of obtaining certain | 
used tires from San Julidn or La Fé (It was not quite clear which); 
the Embassy is seeking further information on this point. | : 

| Finally, Lépez Castro asked whether it would be possible to pur- | 
chase any of the used equipment imported for the Nicaro Nickel Com- | 

| * For correspondence on the diversification program, see pp. 228 ff. — | 
? Ramon Zaydin. a a | : 

: * Joaquin Martinez Séenz. | |
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pany. The Embassy has written Mr. Norcross at Nicaro, asking if 

there isany suchequipmentavailable | | 
a | BRADEN 

837.51 Cooperation Program/206a | | | 

The Under Secretary of State (Welles) to the Chairman of the War 

| + Production Board (Nelson) | : | 

: ORR Wasutneton, April 2, 1943. | 

My Dear Mr. Nerson: I refer to my letter of December 12 and 

your letter of December 21, 1942,* both addressed to the President, 

regarding materials for certain projects requested by President Ba- 

) tista of Cuba at the time of his visit to Washington. At that time 

- you indicated that we could take up two of these projects, the water 

supply and sewage disposal system at Santiago, and the water sup- 

ply system at Guanténamo, in February or March. a a 

- [ have held off discussing these projects further with you pending 

| completion of a number of other economic arrangements with Cuba. 

President Batista has now sent me a message that he is most anxious 

| to begin at once to carry out his personal commitments to the cities : 

of his home province that the long overdue sanitary improvements 

| would be resumed during his tenure of office. The health conditions 

| in Guant4namo, adjacent to our Naval Station, are deplorable and 

) constitute a menace not only to the health of the Cuban residents, but 

of our naval personnel. The water supply of Santiago, the second 

city of Cuba, and a very important port for sugar and for transship- 

ment to other islands, is also extremely bad. Moreover, the inability 

of the United States to provide shipping for the transportation of 

| Cuban export products, notably sugar, is occasioning a severe meas- 

, ure of economic depression, and this is particularly acute in the east 

end of the island, where these cities are located. The carrying out — 

of these works projects would thus afford a measure of relief to the 

local unemployed. ee oo 

, As you know, the total material requirements of these projects are | 

| very small, and President Batista has indicated his willingness to 

deduct the iron and steel from the usual small allocations which the 

War Production Board has been making available for Cuba. In - 

addition, he is prepared to have engineers of this Government gocare- 

| fully through the projects eliminating all but the most essential criti- | 

cal materials, so that the net strain will be very small indeed. ° More- 

| over, although the employment aspect of the projects is important 

to him, the political aspect is so important that he is prepared if nec- 

* Neither found in Department files. | | cee
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essary to see them proceed very slowly, thus spreading any use of 

critical materials very thinly over a considerable period of time. 
| Only with great difficulty has the President of Cuba been able to 

explain to his people the inevitability of war sacrifices and the difh- 
culties with which the United States is faced in cooperating with | 

Cuba to mitigate the dislocations which have arisen from the short- 
age of critical materials and of shipping. Furthermore, in military 
as well as economic fields we have unfortunately been able to carry 
out only in part the programs to which we had obligated ourselves 
previously. The President and the people of Cuba have collaborated | 
wholeheartedly with us right down the line of military and economic 
matters, but the President fears difficulties in continuing to carry _ | 

out his broad policy of cooperation if the political and social prob- = 
lems arising in Cuba, especially in the eastern end of the island, are | 

_ not at least partially alleviated. He believes that the carrying out 
of his personal pledges to complete the two projects which I have 
mentioned will do most, with but a small cost in materials, to take | 
care of the situation. | | — 

After the most careful survey of the Cuban situation, I am forced 
to concur with President Batista’s analysis of his situation and wish © 
to emphasize to you the political importance of these small projects. 
as contrasted with the small expenditure of materials contemplated. 

I request, therefore, that you approve the assignment of materials to 
| permit these projects to goforward.. © | 

Sincerely yours, — Sumner WELLES” 

—--887.618/11: Airgram | oe poe | 

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

| 7 — WasuHineTon, April 9, 19483—4:35 p.m. — 
A-1112. Reference Embassy’s A613, April 1,10a.m.. The follow- 

ing information has been obtained relative to pending diversification _ 
and public works matters: | ee | 
_ [Here follows information concerning diversification with respect | 
to peanuts, beans, and corn, and toagricultural machinery.| = 

_ 9, Publie Works—b) Refrigerated Warehouses: Project mate- | 
_ vials will form part of Cuba’s allocations as in the case of Central — 

Highway. ao - eens 
— e@) Santiago and Guanténamo Aqueducts: No information yet | 

_ available in this regard. : | a | | 

_ @) Supplementary Roads: Conversations with Lépez Castro in | 
Washington brought to his attention the fact that funds for pur- | 
chasing equipment for Mariel and Camp Columbia airport projects ) 

461-035 —64-——17 os on |
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cannot be made available under Lend-Lease or. under $25,000,000 
Export-Import Bank credit, and that Cuban Army and Navy should 
undertake arrangements for providing funds. 7 

837.51/2048 : a : 

| Memorandum by the Agricultural Attaché in Cuba (Minneman) to 
the Ambassador in Cuba (Braden)*® — oa 

| Lol ile eg 8 cp -. Hapana, April 23, 1943. 

oo Mr. Ampassapor: The attached memorandum regarding the © 
planned projects under the $25,000,000 loan is particularly interesting 
when compared with the original Cuban report and the recommenda- 
tions made by the United States commission just two years ago. The 
following shows the amounts originally: recommended for the various 

“projects as compared with Fomento’s present plan: — 0 

pe Bee , a 7 Original Present 
| , Request : Proposal . 

| Se Project: — . + ($15000) ($1,000) . 

ae Water, sewers, paving BO ae 

Santiago ee 900. 8,000 
- Guantanamo =  ——_—_.-_ 200% 3, 000 
Roads: ee Oo 
“Central Highway = = = 1,500 - 6,000. 

Secondary roads and repair -=~——« 4,000 ~=~—s«*3~, 000 
.. » .».Country roads 5,000 $2, 000°. 

Irrigation | 9,350 2,000 
‘Farm machinery © 1, 280° 500 
Refrigerated warehouses—6 _  §20.—-——~—= 1 0 ~~ 

_ Warehouses (regular) ..  .— «LOD ae we 
| - Reforestation FBO O° 

| | Rehabilitation = = 8, 000 O | 
Agricultural research 600 0 . 

*Wateronly. [Footnotein the original] == 

The original recommendation was to the effect that the major por- 
tion of the loan should be used for agricultural projects and roads. 

- The present plan greatly reduces the agricultural share and omits 
- entirely several items such as research, reforestation and rehabilitation. 

_, Roads: Note that. the estimate for the Central Highway repair 
has been increased from $1,500,000 to $6,000,000 due, no doubt, in — 

part to the use of structural steel and in part to the fact that the 
Highway has deteriorated considerably since the first report was made. 

The original detailed, Cuban estimate of $1,500,000 was submitted 
| about October 1940; of this $660,000 was allocated for resurfacing. 

- 8 Gopy transmitted to the Department by the Ambassador in Cuba in his 
despatch No. 2894 of April 26; received April 30. - ca See
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Secondary roads, originally $4,000,000, now increased to $6,000,000. | 
Country roads originally $5,000,000, now reduced to $2,000,000. This 
last item our commission felt to be very important in order that Cuba 

| might have some all season access to agricultural areas over solid | 
| roads, even though not hard-surfaced. This construction of country 

roads would require very little imported material but would pro- : 
vide much employment. | HE Sage, ak oc e STR es | 

__ Lrrigaiion: There has been very little change; the original appro: 
| priation was $2,350,000 and is now $2,000,000, However, progress _ 

is still very slow. Mr. Vetter,® the United States engineer who has | 
been employed by the Export-Import Bank and by Fomentotosuper- = 
vise these projects, has not. as yet obtained adequate assistance for 
carrying out his work. © | ody PRE oe 
. Lefrigerators: The six were originally. estimated to cost $500,000, 
but have now been increased to $1,500,000. This is a very high cost 
and a large increase, considering that present plans are for only _ 
14 percent more space than the original project. These refrigerated | 
warehouses were to be used primarily for storing black beans (to 
prevent insect infestation) and for potatoes and onions. We have | always maintained that refrigeration. for dry beans is not necessary, | 
economical or adequate. However, some refrigerated space in out- 
lying areas is needed for potatoes and onions and some could possibly 
also be used for dairy products. REESE 
Farm Equipment: Originally recommended $1,200,000 but nowy 

$500,000. Under war conditions, it is. obviously correct to reduce 
sharply. Almost any specified quantity of machinery, if used in the 
United States, would contribute more to the war effort. than if used _ in poorly organized Cuban production. ‘Furthermore, it would be : cheaper for the United States, and more effective, if we paid higher 
prices immediately for the products we want from Cuba than it | _ would be to supply machinery to Cuba. os eo | - The following projects originally recommended are now not | included at all: eres 7 | 
Research: Originally $600,000 was recommended for agricultural 

research, about 54 of which was for the 5 year operation of general, | _ democratic, research foundation to which all major industries would 
be made to contribute. About 14 was recommended for banana re- | 
search. Although all of this is not immediately requisite to winning — | the war, I believe it is probably more important than some of the other | projects. Something must be done in the field of agricultural : 

_ Reforestation: Originally $730,000 was strongly recommended to | provide employment and to get started on vital and permanent refor- oo : 
| * Carl P. Vetter. | | oe moe - oo.
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— _estation. Plans have been prepared by the Cuban forestry people, 

but Fomento has left them cold. Meanwhile, charcoal and lumber 

prices rise and Cuba has to import more lumber than it exports. 
Warehouses: Not refrigerated. Originally $100,000, intended for 

storing corn and such products in rural areas. : 
Rural Rehabilitation: Originally $3,000,000. Recommended with 

- the proviso that the work would be started slowly under trained tech- 
| nicians from the United States. Obviously this may well be delayed 

during the war, although a beginning should be made on a small scale. 

| Trees | : P[aut] G. M[pwneman] 

811.845387/570 a | oo | 

- The Under Secretary of State (Welles) to the Ambassador in Cuba 
- | (Braden) | 

CO -Wasurneron, April 26, 1943. 

‘Dear Sprumis: I have been in communication with Donald Nelson _ 

| regarding the water supply and sewage disposal projects for Santiago 

and Guanténamo, and I have just received a letter’ from him indi- 

: cating that the War Production Board, having studied the projects 

and discussed them with Ing. Montoulieu, is prepared to grant ratings 

which will permit the work to be undertaken. Certain of the most 

critical items will have to be deferred, but Montoulieu is satisfied that 

these can be worked into a satisfactory schedule of operations. I 

| ~ attach for your information a copy of Mr. Nelson’s letter, | 

I am happy that we are thus going to be able to move forward with 

these two projects which are so important to President Batista, and 

I request that you inform President Batista personally in my name 

that decision has been taken which will permit the execution of these 

projects. | : Oe ae 

Believe me [etc.] _ Sumner WELLEs — 

887.51/2950a | RE EEN 

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

Export-Import Bank of Washington (Pierson) — 

Oe i -  ., -Wasutneron, May 5, 1943. _ 

| My Dear Mr. Pierson: Reference is made to discussions between 

| officers of the Department and of the Export-Import Bank regarding 

the procedure to be followed in financing the rehabilitation of the 

| Habana waterworks. CE Se 

* Not printed. : |
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_ As you know the residents of Habana are most anxious that this © 
_ project be carried out as soon as possible, and the Department be- 

lieves that it would represent a very useful and worthwhile civic 
_ improvement. The Department is therefore pleased to learn that — 

_ officers of the Bank in their recent conversations with the Mayor | 
of Habana and Dr. José E. Gorrin® have been able to work out 

| a tentative plan under which the project can go forward. = 
a ‘The Department has carefully considered the proposed plan, which 

provides in brief for the extension of a credit to a local Cuban non- , 
_ profit corporation to be organized by the Municipality of Habana, all 

the stock of which would be endorsed in blank and delivered to the | 
Export-Import Bank, and to which the Municipality would assign 
the present waterworks system and all appurtenances, as well as an | 
irrevocable right to exclusive use of the revenues therefrom and to 
which the Municipality would grant an operating concession for 
the life of the credit, = on | 

_ In view of the political difficulties involved in attempting to secure 
_the guarantee of the National Government to the credit, as well as 

_ the delay and possible indefinite postponement of the starting of the 
project which would result from any such attempt, the Department | | 
does not believe that it would be advisable to insist upon such a 

_ guarantee at this time, especially as the Department feels that. the 
alternative procedure developed by the Bank provides a satisfactory = 
solution to the problem. | bey, Be | 
Sincerely yours, sj | SuMNER WELLES 

837.154/169 : Airgram ; a | oo 7 — | : 7 

Lhe Chargé in Cuba (Briggs) to the Secretary of State | 

| ee oo Hazana, June 19, 1943—12:10 p. m. 
- — TReceived June 21-3 p.m] 

_  A-1221. Amadeo Lépez Castro has called on me with a representa- | 
tive of the consulting engineer ® to say that the Cuban Government is | | 
now in a position to award on short notice contracts for the reconstruc- | 

_ tion of the Central Highway. Before doing so however the Cuban | 
_ Government seeks assurances from us that certain materials and sup- 

plies (mentioned below) will be available in the minimum amounts _ | 
required and over the necessary periods. Lépez Castro states that — | 
informal assurances in the premises were given to him in Washing- — | 
ton, adding that obviously there would be no purpose in the American : 
Government’s offering to underwrite the project and to provide ma- : 

_ chinery unless we are also prepared to furnish fuel, et cetera. : 

_ * Partner in the law firm of Rosales, Gorrin y Mafias. 7 
* Frederick Snare Corporation, EN EGE |
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The Comisién de Fomento, in collaboration with ‘the consulting 
engineer, has prepared the following statement of requirements: = 

1. 500,000 gallons of gasoline for use of 300 trucks. This amount | 
will suffice for the entire reconstruction job, and would be consumed 
at the rate of approximately 35,000 gallons per month on the aver- 
age. The possibility was discussed of substituting carburante from 
locally produced alcohol and this requirement.is under urgent study 
between the Embassy and ORPA.*® Weshall be in a position shortly 
to submit recommendationsinthe premises. © —  ... 

2.-1,000 tires to be delivered at the rate of one-third every three 
months, beginning as soon as possible after the award of the con- — 
tracts. (Ldépez Castro spoke of “within one month of the award”.) 
This is also under study with ORPA and the Agencia de Importa- 
cién y. Exportacion, on the basis of supplying these tires from the 
estimates of supply for the third and subsequent quarters, and hav- 

ing in mind the possibility of supplying at least a part of the tire 
| requirements by the local factory. Maximum ‘conservation of tires 

could be secured using a procedure such as that developed by the | 
Metals Reserve Company at Santiago de Cuba. 

3. Asphalt. Ldépez Castro states that he was assured in Washing- | 
ton several months ago, at the time the asphalt-spreading machinery — 
was under discussion, that the necessary supply would be made avail- 
able. He states that. local asphalt cannot be used for this purpose, 

| and the Embassy’s information confirms this. Because of the diffi- 
culty of handling asphalt by tanker. (according to the consulting engi- 
neer this was tried and proved to be impracticable at the Guantanamo | 
Naval Station) and the difficulty if not impossibility of shipping 
liquid asphalt by tank car via Seatrain, Lopez Castro desires to im- | 
port. heavy petroleum to be processed by the Standard Oil Refinery 
at Habana, the gasoline and gas oil by-product (only very small rela- 
tive amounts of which would be obtainable) to be deducted from 
the regular Cuban quota, as was done with the by-product.of asphalt 
production: by. that company for. our Army airport at San_ Julian. 

Lopez Castro. believes that the gasoline, tires, and asphalt should 

be separate from, and if necessary in addition to Cuba’s regular 

| quota—that is, that they shall be on a war essential basis. 
~ As indicated above, I shall submit detailed reports on the three 

requirement schedules at a very early date. In view of the urgency 

of the matter and the fact that the Cuban Government is under- 

oe standably anxious to get to work on this project as quickly as possible 

(having in mind also the dead-season and its utility in providing 

employment) I should appreciate it if the Department would give 
preferred attention to the problem and if possible indicate, in ad- 

vance of the receipt of the detailed studies, its general attitude to- 
ward 1) the possibility of treating the requirements on an urgent 
basis, and 2) the proposition that these supplies should be ex-quota. — 

-® Oficina de Regulacién de Precios y Abastecimientos. se
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837.154/169: Airgram te ee on 7 

The Secretary of State to the Chargé in Cuba (Briggs). 

| . _.. Wasurneton, July 7, 1948—6:30 p.m: 

_A-1710. Your A~1221, June 19, 12:10 p.m. With regard to the 
supplies referred to for the reconstruction of the Central Highway, 
we have the following commentstomake: ss 
_ 1. It is of the greatest importance that every effort. be made to | 
utilize carburante from locally produced alcohol to the maximum ex- 
tent and to supply any gasoline which might be needed in addition. : 

_ to the carburante from Cuban allotments. Ok gra Phe 
2. Any tires that cannot. be supplied by the local factory should, 

as the Embassy suggests, be taken from Cuba’s regular allocation. 
of tires, a 

8. There does not appear to be any sound basis for. supplying 
heavy petroleum for the production of the asphalt on a war essen- 
tial basis. An additional allotment for this purpose will have to be. 

_ within specified limits and gas oil and gasoline by-products. will 
have to be considered as a part of the regular Cuban quota. Ac-— 
cordingly, you should send us a careful estimate of the minimum 
amount of heavy petroleum needed for the production of the asphalt. ea es CD RET - ee | 

The Chargé in Cuba (Briggs) to the Secretary of State 

| | Hazana, July 14, 1943—3: 30 p. m. - 

oe A [Received July 16—7: 56 a. m.] 
_ A-1401. Referring Department’s airgram No, A-1710 of July 7) _ a 

1943, 6: 30 p. m., concerning asphalt, tires and gasoline for. the Central ee 
‘Highway reconstruction. _ , : ae 
1. Gasoline requirements are estimated by National Development - 

~ Commission at 500,000 gallons total consumption over a 16 months’ | 
period. ORPA agrees to supply carburante for this purpose‘ and = 
to furnish from Cuba’s regular quota any gasoline which may be _ 
needed in addition to the-carburante. © 

2. Arrangements are being made for the Agencia de Importacién y 
E'xeportacién to issue the necessary Import Recommendation provid- 
Ing for the supplying of tires for the Central Highway job from 
Cuba’s regular allocation of tires. The Embassy understands that’ : 
Import Recommendations will be issued for tires from the quarterly  __ 
estimates of supply, as tires are needed, and the Embassy is suggesting | 
to the National Development Commission that the maximum con- —_ 
servation of tires would probably be obtained if the Commission were | 
to use a procedure somewhat similar to. that established. by the. Metals ae 
Reserve Company Agency at Santiago de Cuba, in furnishing tires 8 
for mining companies. | |



254 FOREIGN RELATIONS, 1943, VOLUME VI 

3. Information concerning the requirements of fuel oil for use in 
the production of the asphalt needed for the Central Highway job, ) 

together with the Embassy’s recommendation in this connection were — 
furnished in despatch No. 3719 of July 7, 1943.7 

Yn further reference to this matter, it may be stated that only 

| with the greatest difficulty and since the beginning of the present 

month has it been possible to bring Cuba’s nonessential fuel oil con- | 

sumption down to the 40 percent figure.’* The Central Highway re- 

construction requirements of asphalt total 6,500,000 gallons, for the 

| production of which approximately 230,000 barrels of heavy fuel — 

oil are required. If this quantity of 230,000 barrels is not supplied 

outside of Cuba’s regular nonessential quota, a drop in the general 

allotment for all other nonessential purposes would ensue from 40 

to 30 percent. ORPA advises that such a reduction (25%) in quota 

is not possible to carry out and the Embassy considers it inadvisable — 

to attempt to force such a reduction. In view of these circumstances _ 

and having in mind also the statement in the Department’s telegram — 

No. 44 of January 9, 1948 to the effect that “The Department has 

informally indicated to the Cuban Commission that adequate asphalt 

| supplies are likely to be made available”, the Embassy recommends _ 

| that these 230,000 barrels be authorized as a national economy 

essential.*> Bg | 7 

| As mentioned in the Embassy’s despatch No. 3719, the by-products 

that might be obtained will form part of the regular Cuban quota. | 

| cnr a - — Briees 

887.151/801 | - ee | 

Memorandum by the Legal Adviser of the Embassy in Cuba (Gon- 

 gdlez) to the Coumselor of Embassy for Economic Affairs 

(Nufer)** — | oe a 
| | | --Hapana, August 21, 1943. 

Mr. Norer: Following your instructions I have very carefully 

gone over the whole file in the matter of the Havana Waterworks, 

and have specially scrutinized the draft of the agreement between 

the Corporation and Export-Import Bank; the concession from the 

“Not printed. es oe 
Forty percent of 1941 consumption, plus war essentials and such additional _ 

amounts as might. be proved to be absolutely necessary to prevent serious eco- 

nomic dislocation and which can be supplied by available transportation facilities. 

%mMhe Secretary of State, in airgram A-1927 of August 7, 1943, informed the | | 

Embassy that the Essential Requirements Committee had approved supplying, : 

as an additional allotment, the fuel oil needed for the Central Highway 

reconstruction. a Oo Oo oo 

: - “Copy transmitted to the Department by the Ambassador in his despatch No. 

: 4233 of August 21; received August 25. — BO IS
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Municipality to the Corporation and the Instrument discharging the | 
outstanding first and second mortgages on the Havana Waterworks, . 

| ‘My examination and scrutiny have been limited to finding any loop- 
holes in the main instruments (agreement and concession) which 

might give the remotest chance of graft,sinecures,ete. = © , 
I find that’ these instruments, from a legal viewpoint, are ad- 

| mirably drafted and certainly are the most effective way of putting | 

through this negotiation in light of the present provisions. of law, 
removing therefrom any possibility of intervention or tampering 
by politicians. — / ee ee | 

: The concession turns over the whole Havana Aqueduct, its man- _ 
agement and reconstruction, and the obtaining financing therefor, to | 
the Corporation, and I see no. way in which, once this concession has 7 

been legally and effectively granted, the politicians can have further 
intervention in the affair. This, of course, is provided the concession _ 
is granted in the specific terms set, forth in the draft instrument con- | 

tainingthesame. = = = ©= Oke Ps Seek . 
The agreement between the Corporation and the Municipality oo 

closely follows the terms of the concession granted to the Corporation | 
and provides further safeguards as to expenditures of monies, ap- 

pointments of contractors and sub-contractors, disposition of funds, 
~ etc. The very close check placed on the whole construction. work by | 

| the Engineer Supervisor and the fiscalization of expenditures and | 

| accounting by the Contador Interventor make it very difficult for any | 

monies to be used for purposes other than those for which they are 

I can see nowhere any semblance of a loophole to permit graft or 

“hotellas”, because the politicians, once the concession is granted to 
the Company, have nothing further to say in the matter. The fact 

that the plan is so fool-proof is precisely why it has met with op- | 
position on the part of those who could ‘and would like to profit by = 

the usual methods in vogue here in public works projects. = = 
: | | | L[zoparpo] L. G[onzAuez } 

$37.51 Cooperation Program/217 = | a : pei cos a ean 

The President of the Export-Import Bank (Pierson) to 
| Mr. J. A. Wigmore ® | Sh ae 

_--- [Wasurneton,] September 23, 1943. | 
Dear Mr. Wiemore: Acknowledgment is made of your letter of | 

September 9 **—which was delivered to this office by Leslie Garnett, : 

| » President of the Canadian American Company, Inc., of Cleveland, Ohio. | 
- * Not printed. | |
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Esquire,” on September 17—regarding your interest in financing the 

rehabilitation of the waterworks system of the City of Havana, Cuba, 
in a'sum not to exceed $15,000,000. 

| The project to which your letter has reference is one upon which 
the Export-Import Bank has been working for several years. We 
have practically reached an agreement as to the terms and conditions 
of the proposed financing. These naturally involve certain commit- _ 

| ments regarding engineering and ‘supervisory services. Mayor. _ 

- Menocal plans to visit us within the next few days for the purpose of 
arranging the final details. | | TE 

_. ° The Export-Import Bank has always sought to supplement rather 
than supplant private capital.and we will be glad to have the financ- 
ing of the rehabilitation of the Havana Waterworks supplied by 
private sources, provided such financiiig is upon satisfactory terms * 

oe and conditions. In view, however, of the present status of this par- . 

ticular commitment and the obligations which have been incurred in 
connection therewith, it naturally follows that any modification of the. 

| arrangements at this late date must receive the approval of the 

authorities of the Municipality of Havana. ts ee 

' We will refer your letter to Mayor Ménocal promptly upon his — 
| arrival, 

Sincerely yours, = = —s—Ss«@ Ware, Pers } 

SBTBL/2957 ee ee a 

| |The Secretary of State to the Ambassador in Cuba (Braden) 

No. 2586. ..~—~—._... . ‘Wasuineron, November 25, 1943. 

- The Secretary of State refers.to the Embassy’s 5025 of November _ 
oe 4,.1943 8 referring to a credit of $300,000 made available to the Cuban 

_ National Development Commission by the Export-Import Bank for 
the rehabilitation of the telegraph and telephone system of the Cuban 
Government. = eee re 

| The credit under reference is included in the attached list of proj- 
ects approved by the Export-Import Bank, totaling $23,757,230.78. 

[See the enclosure printedonfacingpage.]). est 

Lawyer for the Canadian American Company,Inc. 9° 
* Not printed. 000
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837.51 Cooperation Program/232 - - oS | 

Memorandum by the Chief of the Division of the American Republics 
| (Bonsal) to the Adviser on Political Relations (Duggan) _ 

- -- PWasuineron,] November 26, 1943. 
Mr. Ducean: The Habana waterworks proposition poses a rather 

| difficult problem. The Export-Import Bank has, I understand, been 
willing to finance this project provided adequate legal and practical 
guarantees were set up. However, after several years of discussions 
between representatives of the Bank and of the municipality, to some _ 
extent also involving the two Governments, the municipality has now 

| apparently decided to make a deal with the Canadian American 

It does not seem to me that we can interfere officially or unofficially 
in this matter at this time in the sense of advising the Cubans for or 
against the proposition. However, I do think that it might be ad-— 
visable to convey to President Batista the thought that if this enter- 
prise is undertaken on the basis of private financing it will not:neces- 
sarily be possible for the Export-Import. Bank to be of assistance 

| should the private financing prove inadequate. It would therefore 
seem of the very greatest importance that before any binding commit- — 
ments are entered into, the Cuban Government make absolutely cer- 

_. tain that they are making a contract with a responsible group and not 
| signing an instrument which that group will later try to peddle 

around as a speculation.”° 7 | | a 
Co | | an Pamir W. Bonsau 

887.51 Cooperation Program/222 ae 

-* Phe Ambassador in Cuba (Braden) to the Secretary of State | 

No. 5661 - | _  Hasana, January 11, 1944. — 
Sr — | - [Received January 14.] 

Sm: Supplementing the Embassy’s air mail despatch No. 5205 of 

November 22, 1943 21 (file No. 851), and previous correspondence in 

the matter, I have the honor to report that according to Treasury 

sources, the proceeds from the taxes established by Law No. 31 of 

November 22, 1941, for the service of the $25,000,000 Export-Import 

- Bank’ credit, which became effective on January 1, 1942, totalled 

a 12,937,511 pesos during the first two years of their existence. Of 

these collections, 10.5 million pesos which were in excess of loan serv- 

ice requirements were transferred to the 1942 and 1943 regular Cuban 

budgets. — a So ee Bel | 

No conclusion to the problem of financing the Habana’ Waterworks was 

reached in 1943. | , 

I Not printed. |
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On the basis of present estimates as to the size of the 1944 Cuban 
sugar crop, it is expected that collections from the taxes under refer- | 
ence will exceed 7,000,000 pesos during 1944. If so, total collections 
for the years 1942 to 1944 will exceed 19,000,000 pesos, or over 75 
percent of the entire credit. = =~ ee ee 

_ In view of the foregoing, the question is frequently raised, espe- 
cially in the opposition press, why the Cuban Government did not 

_ undertake the several public works and agricultural diversification 
: projects to. be executed from the proceeds from the $25,000,000 credit | 

out of current income, instead of saddling the Cuban people with an 
increase in Cuba’s foreign indebtedness. While this question is a 
logical one under the circumstances, it could, of course, hardly be fore- 
seen in 1941 that economic conditions in Cuba would improve so ma- _ 
terially and that the taxes would therefore produce the very large 

_ revenues collected to date. Moreover, according to the Embassy’s ob- 
servations the rank and file of the Cuban people doubtless prefer to _ 
have the projects executed under the safeguards established by the 
Export-Import Bank (regardless of the resultant increase in Cuba’s 

_ foreign debt), in view of the assurance that the money will be spent | 
for the purposes for which it is intended. They realize that had the 
Government undertaken the execution of the projects out of current 
income, only a fraction of the money appropriated would, in keeping 
with the usual practice, probably have been spent thereon, and the 
benefits which Cuba’s economy would have derived therefrom would 
at best have been problematical. © ) rs ee | 
Respectfully yours, | | _ For the Ambassador: | 

Os : 7 _ Aurrep E. Nurer | 
| ae — Counselor of Embassy for | 

| BEL i es |  Beonomic Affairs 

REPRESENTATIONS TO THE CUBAN GOVERNMENT REGARDING 
_ .TAXATION OF UNITED STATES GOVERNMENT AGENCIES IN CUBA. 

| 811.512387 Shipping/2 | a | HEAT as | 

_ The Ambassador in Cuba (Braden) to the Secretary of State a 

No.1567 000 Hasan, November 20, 1942. — 
| | | ws [Received November 23.] 

Sir: Ihave the honor to refer to the Departments air mail instruc- | 
tion No. 754 of October 8, 1942 (file No. 800.512311. Shipping/2 | 

_ [811.512337 Shipping/1]), regarding the apparently improper assess- _ ment and collection by the Cuban Government of taxes on revenues | 
| earned by vessels either owned by or chartered to the War Shipping
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Administration,” and to the Department’s airgram A-293 of October 
27, 1942, 7:30 p. m.** on the general question of the exemption from 
taxation of all undertakings of our Government in Cuba. : 

7 There are enclosed copies of the Embassy’s notes to the Foreign | 
Office No. 731 of October 15, 1942, requesting exemption from taxes 
collected on operations of vessels either owned by or chartered to the 

| War Shipping Administration; No. 811 of November 2, 1942,% claim- 
ing exemption from taxes on all undertakings of our Government in 
Cuba; and No. 847 of November 9, 1942, requesting specifically, in 
connection with the Embassy’s previous request, tax exemption for 
the operations here of the Metals Reserve Company.” There are 
also attached copies and translations of Foreign Office notes Nos. 1124 
and 1125 of November 14, 1942,% in reply thereto. — - 

In Foreign Office note No. 1124, which deals with the Embassy’s 
| request for tax exemption in the case of War Shipping Administra- _ 

tion vessels, the Embassy’s attention is called to a letter from the 
_ Minister of Finance” attached thereto in which he expresses the 

opinion that as the taxes in question, namely, the 2.65 percent tax on | 
the gross freight and passenger earnings and the. 3.60 percent tax on 

. gross income derived from freight and passenger charges, constitute 
important sources of revenue, it would not be advisable to suspend 
their collection. He also points out that of the 2.65 percent tax, 1.25 
percent is pledged to the public debt service and therefore cannot, in 

oe his opinion, be suspended legally (The Department will recall that 
| similar arguments were advanced by the Cuban Government at the 

time exemption from this particular tax, known as the gross sales tax, 
| was sought on behalf of the Nicaro Nickel Company and that as a 

| result the company’s attempts to obtain exemption from this tax _ 
| - were subsequently abandoned).?* It will be noted that in spite of the 

| Minister of Finance’s recommendations, the Minister of State, in For- 
eign Office note No. 1124, informs the Embassy that studies are being 

® Instruction No. 754 not. printed; it requested the Ambassador to bring ‘the 
facts to the attention of the appropriate Cuban officials and endeavor to have 
them discontinue those taxes on an agency of the United States Government. 

: “Not printed. = | PE cS | 
* Embassy’s note No. 847 not printed; it reminded the Ministry of State | 

| that the Metals Reserve Company was an agency ofthe United States Government, 
| financed and controlled by that. Government, and created for the purpose of 

-  purehasing vital metals.and supplying them to the mutual war effort. . © 
* Neither printed. ae | : , 
* José Miguel Irisarri; letter not printed. . : 
*The attempt. was abandoned, partly because the. Department in August 

' 1942 considered the Nicaro Nickel Co. in Cuba to be a Cuban company and 
therefore deemed it inadvisable to request tax exemption through diplomatic 
channels. However, the Department in its airgram A-—293 of October 27, 1942, 

| informed Ambassador Braden that a request for tax exemption might properly 
be made for the Nicaro Nickel Company for the reason that it was in fact an 
American corporation contributing to the joint war aims of. the two nations 
(837.512/650). ‘The Ambassador requested this exemption in a formal note,. 
No. 148 of January 29, 1948, p. 263. | oe | :
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made in order to ascertain to what extent the national.economy would 
suffer from the elimination of the taxes under reference so that, if at 

were found that the attendant. loss of revenue would not. be too:severe, 
steps to accede to the Embassy’s request could be taken. = 

| _ Foreign Office note No. 1125 deals with the sought-for general ex- 
- emption from taxes on all undertakings of our Government in Cuba | | 
and to the request for exemption from taxes on the local operations — 7 

_ of the Metals Reserve Company. As in the case of note No.1124,note > 
No. 1125 is based on a letter from the Minister of Finance, attached _ 

. thereto, in which he expresses the opinion that our requests might = = = 
be considered insofar as they refer to taxes assessed on official agen- __ | 
cies of our Government or on articles or products to be used in defense 

projects by private contractors or to taxes which they (the contrac- 
tors) may pass on (presumably to such official agéncies of our 

_ Government). It is the Minister of Finance’s opinion, however, that = = 
| it would not be proper to exempt from existing taxes the earnings _ | 

and profits of the contractorsthemselves. == |. | | 
_ The Minister of State has interpreted. the Minister of Finance’s _ 

| opinion in the sense that official agencies of our Government. should | 
be exempted from all taxes and, in accordance with the last para- 

| graph of note No. 1125, instructions -are being issued to the Ministry 
of Finance to prepare a decree granting tax exemption to the opera- 
tions in Cuba of the Metals Reserve Company. as sought for in the 
Embassy’s note No. 847 and to undertake a study with a view toward 

| granting the general tax exemption referred to in the Embassy’s note _ | 
| No. 811. Pp cee Of See: “SEE Sie ae 

. Note No. 1125 appears satisfactorily to settle the tax problem of the | 
Metals Reserve Company, and Mr. George W. Tower, the representa- | 

- tive of that Government agency in Cuba, has been so informed. It oe 
also appears to accept, at least in principle, our contention. that. all 

_ undertakings of the United States Government in Cuba should be | 
- exempted from taxation when the tax is levied on a defense project 
whether carried on by an agency of our Government or by a private 
contractor for governmental account; when the project. is. financed 
and controlled by the Government of the United States for a public 
purpose; and when the burden of the tax would fall upon the United : 

_ States Government. | oe ae eee ee 
The apparent unwillingness of the Cuban Government to extend . 

. such exemption to the earnings or profits of private contractors en- 
_ gaged.in the execution of Government projects would not appear me 

substantially to detract from the value of the concession which it 
seems disposed to grant, but the Department’s views and comments ss 
in connection with this particular phase of the matter would be | 
appreciated. | | ;
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| + Inasmuch as the War Shipping Administration is an official agency 

of our Government, there appears to be a discrepancy between note — 

~ No. 1124, in which it is stated that exemption from taxation in the 

| case of vessels owned by or chartered to that agency will be con- 

sidered favorably only if the resulting decrease in revenues is not 

too severe, and note No. 1125, in which it is admitted that all official 
agencies of our Government should be exempted from taxes and, in 
fact, thus specifically exempting the operations of the Metals Re- 

serve Company. The Embassy has not as yet brought this apparent 

| discrepancy to the attention of the Cuban Government and before 

| doing so it would appreciate receiving the Department’s further in- 

struction. In issuing such instructions, the Department may wish to 

consider the arguments advanced by the Minister of Finance that 

the suspension of the 3.60 and 2.65 per cent taxes would substantially 

curtail Cuban revenues and that of the 2.65 per cent tax, 1.25 per 

| ‘cent is pledged to the service of Cuba’s foreign debt. It may also | 

wish to consider the fact that any substantial reduction in revenues | 

would increase Cuba’s budgetary difficulties proportionately and 

might well result in Cuba’s having to look to us for financial assist- 

ance in order to eke out its budgetary revenues. Moreover, the Cuban 

Government, although it has not done so, could allege with some | 

justification that the vessels owned by or chartered to the War Ship- 

ping Administration are more or less the same vessels which, privately _ 
owned, previously plied between United States and Cuban ports, 

so that the activities of the War Shipping Administration, unlike 

- those of the Metals Reserve Company, the Nicaro Nickel Company, 

| etc., have not, strictly speaking, made any additional contribution 

to Cuba’s economy. In other words, while tax exemptions in respect 

of the Metals Reserve Company, the Nicaro Nickel Company, etc., 

| would merely deprive Cuba of additional tax revenue, tax exemption 

in respect of the operations of the War Shipping Administration © 

would deprive Cuba of income which has in the past constituted a | 

substantial part of its budgetary revenues. a 
- Respectfully yours, a For the Ambassador: 

ee oe a — Counselor of Embassy for 
CO 7 ... Beonomic Affairs
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837.512/666 oe ae da a 

Memorandum by the Assistant Chief of the Division of the American 
| | | Republics (Walmsley)” Oo | 

ole 7 -..-- FWasutneton,] January 21, 1943. 

 Cusan Taxation on Untrep States Government CoMMERCIAL 
ne — — s OPERATIONS sss 

[have from the beginning seen no justice in seeking exemption from 
taxation by the Cuban Government on operations of a commercial 

| nature which, as an incident to the war, are carried on by a United _ 
States Government agency. The mere fact that most or all United 
States vessels in the Cuban trade are operated by and in behalf of the | 

_ War Shipping Administration, does not justify asking the Cuban 
Government to surrender through taxation exemption a source of 
normal public revenue. Oo | eT Fe : 

_ Plausible reasons might be adduced for seeking exemptions from 
certain types of taxes on United States Government officials working Oo 
in Cuba on war enterprises, and on materials intended to develop war — | 
production. However, even here a line must be drawn between what 
would be normal commercial expansion to meet, war demands, and 
expansion solely as a result of United States Government initiative 
and capital. Even in the latter case I would see no justice in seeking | 
exemptions from taxes and levies of a Social Security nature. cae | 

In a nutshell, I cannot see how a foreign government can be expected 
| to give up normal sources of revenue merely because the United States 

replaces private initiative for war purposes. re | 

| ee -W.N. Warastey, Jr. - 

887.512/662 7 A | 
The American Ambassador in Cuba (Braden) to the Cuban Minister 

_ of State (Martinez) on | 

No.148 Hapana, January 29, 1948. | 
Eixcetency: I have the honor to refer to Your Excellency’s note | 

No. 1125 of November 17, 1942*" in connection with the general — | 
question of tax exemption to be accorded United States undertakings , 

_ ™® Addressed to the Chief of the Division of the American Republics (Bonsal) 
and to the Adviser on International Economie Affairs (Feis).. Both Mr. Bonsal | 
and Mr. Feis indicated in the margin their agreement with this statement. | 

* Copy transmitted to the Department by the Ambassador in his despatch No. | 
_ 2125 of February 4; received February 11. - | 

_ “Not printed; this note was dated November 14 and registered for dispatch _ | 
‘on November 17. EE nn re | 

461-035-6418 | BS |
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: in Cuba. As pointed out in my note No. 811 of November 2, 1942,” 

the Government of the United States has consistently maintained that, 
‘in accordance with the recognized principles of international law, 

| foreign governments should not be taxed on their personal property in 
the United States devoted to governmental purposes and exemption 
from taxation has therefore been granted to plant equipment and | 
supplies used for the production of war materials by private American _ 

- companies whose operations are financed and controlled by foreign 
governments. Your Excellency’s Government would appear to have 
established a similar principle as evidenced by communication No. 

_ 2967 of November 11, 1942 from His Excellency the Minister of 
7 Hacienda, a copy of which was enclosed with Your Excellency’s note 

| _ By agreement and decree of Your Excellency’s Government, the | 
7 gross sales tax of 2.65% has not been charged the United States Gov- 

ernment projects at San Antonio de los Bajios, Metals Reserve Cor- 
poration stockpile operations at Santiago de Cuba, and certain other | 
‘similar projects. This tax has, however, been collected on the project 
which is being carried out by the Nicaro Nickel Company at Preston _ 
for the United States Government. Funds for the acquisition and 
equipment of the plant: at, Preston are being supplied by the United 
‘States Government and, therefore, any Cuban taxes assessed and 
collected on this project must be paid by the United States Govern- 

In view of the principles set forth in Your Excellency’s above- 
‘mentioned correspondence and of the practice established in connec- 
tion with other United States Government projects in Cuba, I am 
sanguine that Your Excellency’s Government will find it possible to 
exempt the Nicaro Nickel Company development from the 2.65% gross 

sales tax, whether the work is done by the Nicaro Nickel Company 
| itself, by the Frederick Snare Corporation,® or by another contractor 

or agency, since the tax falls ultimately on the United States Govern- | 

Please accept.[ete.] Sprouts Brapen 

‘srsiayese | ET 

Memorandum by Miss Anna A. O'Neill, Assistant to the Legal Adviser 
_. (Hackworth), to the Assistant Chief of the Division of the American 

oe  Waserrneron,] February 6,. 1943. 

| ‘Mr. Warmstey:_ A reply to your memorandum of January 21, 1948 
‘has been delayed due to the inability of this office to find the letter from 

* Not printed. . CT oe 
| 3 An engineering and construction firm with headquarters in New York City 

and wide business interests in Latin America. oe
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the War Shipping Administration of August 4, 1942 (September 4) ** . 
_  awhich’ was the incentive for the Department’s formal request of Cuba 

to discontinue the collection of taxes on revenue derived from the _ 
operation of vessels under the control of the United States. 

- I. As you will recall, the Department’s request was set out in instruc- 
| tion no. 754 of October 8, 1942 ** and the reply of the Cuban Govern- ss 

- ment is contained in Foreign Office note no. 1124. of November 17,1942 
(with enclosure) °° despatch no. 1567 of November 20, 1942. That 

“With regard to this matter I am pleased to enclose for Your Ex- | | 
cellency’s information a communication sent by the Minister of Fi- 7 
nance to the Prime Minister” of this Government, containing said 
‘Department’s official opinion in regard to this matter. | 

“At the same time I am pleased to inform Your Excellency that | 
calculations are being made in order to ascertain to what extent the 
national economy would be prejudiced by the possible suppression of | 

_ these taxes so that, in case it would not appreciably affect (revenue) 
collections, the request. (of the Embassy) may be granted.” | 

| __ The matter is thus being considered by Cuba apparently not onthe . 
basis of law but with a view to their national economy. Certain calcu- 

- lations are also being made by the War Shipping Administration 
| (letter January 4, 1943—837.512/660 *). ee ee 

The Department’s position is based on the well recognized principle __ 
of international practice (which in the United States is evidenced by 
statutory enactment) that the revenue of foreign countries [govern- | 

ments?] derived from whatever source in the taxing country should — 
be exempted from the payment. of taxes. The following provisions 

of the United States Revenue Code ** have direct application to the 

“See. 22. Gross Income. | ee ER | 

_ “(a) General Definition—‘Gross income’ includes gains, profits, Ste ee oe 7 naa: eee 

“(6) Exclusions from Gross Income.—The following items shall _ | 
not be included in gross income and shall be exempt from taxation 
under this chapter: 

(8) “Miscellaneous Items.—The following items, to the extent = 
~~ provided in section 1167 

| “The income of foreign governments;” (page 9-11) | 

| “Not printed. a | eee Ue | — fee ig 2 | 

“See footnote 23, p. 260. | pe | 
_ * Neither printed. Note No. 1124 was dated November 14 and registered for _ 

| dispatch on November 17. oo | oe : 
Ramon Zaydini: 6 oF ge ae | 

*T.S.C., title 26. as wo ea aa | 
- ” The following omission indicated in the original memorandum, — : | | 

| | | |
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“Sec. 116. Exclusions from Gross Income. = | | 
“In addition to the items specified in section 22 (0), the following 

items shall not be included in gross income and shall be exempt from 
_ taxation under this chapter.“ | : no | 

“(e) Income of Foreign Governments.—The income of foreign 
governments received from investments in the United States in stocks, 
bonds, or other domestic securities, owned by such foreign govern- __ 
ments, or from interest on deposits in banks in the United States of 

: moneys belonging to such foreign governments, or from any other | 
-—- source within the United States.” rr / 

“Sec. 212. Gross Income. - | ae 
“(Ca) General Rule.—In the case of a nonresident alien individual 

gross income includes only the gross income from sources within the 
United States | 7 a 

“(6) Ships Under Foreign Flag.—The. income of a nonresident 
alien individual which consists exclusively of earnings derived from _ 
the operation of a ship or ships documented under the laws of a 
foreign country which grants an equivalent exemption to citizens of 
the United States and to corporations organized in the United States 
shall not be included in gross income and shall be exempt from tax- 
ation under this chapter.” — oo _ a 

| | “Sec. 931. Tax On Foreign Corporations. cal | | 7 

“(a) Nonresident Corporations“—  ~ ES 

“(d) Ships Under Foreign Flag-——The income of a foreign cor: 
poration, which consists exclusively of earnings derived from the op- , 
eration of a ship or ships documented under the laws of a foreign 
country which grants an equivalent exemption to citizens of the 
United States and to corporations organized in the United States, 

| shall not be included in gross income and shall be exempt from tax- - 
ation under this chapter.” - ee ee oe 

The Bureau of Internal Revenue informs this office that the follow- 
ing Latin American countries now grant equivalent exemption of 
taxes on revenues derived from the operation of ships by citizens 
of the United States: Argentina, Guatemala, Honduras, Panama, 

_ Paraguay, Uruguay and Venezuela. Before the present war certain 
European countries also granted the exemption, among them being 
Belgium, Poland, Denmark, France, Germany, Great Britain, Greece, 
Irish Free State, Italy, Norway, Sweden and Switzerland. | 

| Section 116 (¢) of the Internal Revenue Code, which is declaratory 
of international law, is the statutory authority for the full exemp- 
tions granted to foreign countries, while both foreign citizens and 
corporations on conditions of reciprocity are by Sections 212 () and 

“The following omission indicated in the original memorandum. oe ce
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| 231 (d) exempted from taxation on incomes derived through the op- — 
eration of ships documented under foreign laws: sit a 

II. The legal basis for this Government’s position concerning ex- __ 
emption from taxes on other United States Government activities in 
Cuba is set out in the first paragraph of the Department’s airgram 
A-293 of October 27, 1942 which reads: | 

“Your A-157, September 7,9: 30a.m.42__ | | 

“The Department has consistently maintained that, in accordance 
with a recognized principle of international law, foreign govern- _ 
ments should not be taxed on their personal property in the United 
States devoted to governmental purposes, and exemption from tax- __ 
ation has been granted to plant equipment and supplies used for the __ 
production of war materials by private American companies whose | 
operations are financed and controlled by foreign governments.” oe 

_ III. Commenting on the Department’s position regarding tax re- 
_ dief in Cuba, you conclude in your memorandum thus: = re 

“In a nutshell, I cannot see how a foreign government can be 
expected to give up normal sources of revenue merely because the 

, United States replaces private initiative for war purposes.” 

If Cuba will recognize her obligation under international law, the 
revenue under consideration while derived from “normal sources” 

_ will nevertheless be entitled to the exemptions requested. => 
; IV. As formal representations have already been made to the Cu- 

ban Government (no. 754 of October 8, 1942 and airgram no. A-293 | 
of October 27, 1942) with definitely favorable results on one group 
and the other group still pending, is this office to understand that | 
your memorandum of January 21, 1943 with notations by Mr. Bonsal | 
and Mr, Feis is to be regarded as a change or reversal of the De- __ 
partment’s present position, and if so, may Le** have the benefit 
of your views on an appropriate reply to the Embassy’s despatch no. | 
1567 of November 20, 1942, particularly page 3, and comments on 
War Shipping Board’s letter of January 4, 1943, also. | 

“Not printed; the Ambassador requested clarification of the Department’s 
position regarding applicability of Cuban gross sales and revenue tax to various 
projects underwritten by the United States Government (811.20 Defense 
(M) /8960). | eee | 

“ Office of the Legal Adviser. | Oo | | - . |
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-887.512/666 SOP bam el | re ee a 

| Memorandum by Mr. Willard F. Barber of the Division of the: 
American Republics# 

CuBAN ‘Taxation on Operations or tHe Unirep Srares War | 
-,s Surpprinc ADMINISTRATION, of - 

- At Mr. Walmsley’s request I have studied the attached file and 
| have given the matter considerable thought. My conclusions are _ 

| as follows: | 
(1) There is a fundamental legal principle at stake which is of 

considerable importance. © 
(2) It seems advisable to obtain the tacit or explicit: acceptance of 

this principle by the Cuban Government. It appears as a matter 
of fact, that it has already made an indication of its acceptance of 

| the principle in ‘its note no. 1125 of November 14,1942. 

_ (8) Ifthe failure to receive anticipated revenues from taxes on the” 
operations of the vessels of the War Shipping Administration should — 
seriously prejudice the stability of Cuban finances other means might | 
well be used to grant the necessary emergency assistance which would 
not involve any prejudice to this Government’s rights or legal posi- 

. tion. The. calculations as to the amount of tax which the War | 
Shipping Administration’s letter of January 4“* contains makes it 

- appear that the sacrifice by Cuba will not be as great as had been 
previously estimated. This: calculation brought to the attention of 
the Cuban. Government, in conjunction with its statement with its 
own calculations as to. the. burden of the tax (Cuban Foreign. Office’s 
note no. 1124 of November 17, 1942 4*) might well bring the Cuban 
Government into agreement with us without undue strain on our 
friendly relations, 0 
(4) I believe that the request of the War Shippmg Admuinistra-. 

| tion. for the tax exemption is proper and should be supported. Itis 
therefore desirable to concur. with the points raised in Le’s-memo- — 
randum of February 647 and to proceed. with an instruction to-our 
Embassy at Habana along the lines of Le’s draft of January 20. 

Additional information or argumentation on the conclusions enu- 
(1) There is a fundamental legal principle at stake. which is. of 

: considerable importance. ee ee : 

It is a well recognized principle of international law that the ) 
revenues of foreign governments should be exempted from the pay- 

_ ment of taxes. This is recognized not only in our own law and in 

Addressed to Messrs. Bonsal, Walmsley, and Scherer of the Division of the 
' American Republics and to Miss Anna A. O’Neill, assistant to the Legal Adviser. | 

* Memorandum of January 21 by the Assistant Chief of the Division of the. 
| American Republics, p. 263. oe | ee | | 

“Not printed. os | | 
“Supra: | ae :
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the decisions of the United States Supreme Court, but also by the 
practice, the laws and judicial decisions of other nations. A funda- 

- mental legal principle is involved going far beyond the present in- 

stance of War Shipping Administration vis-a-vis Cuba. It is obvious 
| that without the establishment and constant safeguarding of this — 

principle of tax exemption the operations of the OLLA, the 

- COG," the Rubber Development Corporation, the Defense Supplies 
Corporation and other agencies of this Government would be seriously = 
handicapped. ‘These and other agencies of our Government conduct 

| operations in an ever increasing number of foreign jurisdictions. 
_ For them to be subject to taxation by each country through which 

the goods might pass or where the operations aré being conducted, 
would result in an impossible situation: the multiplication of costs 
and the restrictions of many governments’ regulations. Compared 

to this the narrow and limited Cuban budgetary considerations are 
decidedly secondary. enone Oo 

_ While it is true that the War Shipping-Administration.1s.conduct- | 
ing a function under the aegis of Government authority which: in 

normal times would have been a matter of ordinary business and =~ 
commercial transaction, the answer is that the Defense Supplies Cor- 

_ poration, the Export-Import Bank, the Agricultural Marketing Ad- 

ministration, the Commodity Credit Corporation, andother agencies = 
of the Government are entering fields. and are conducting negotia- 
tions in realms which in normal times, or in peace times, or in earlier 
times, were considered to be the businessman’s sphere. Obviously, 

_ this Government on principle could not permit. the operations, the _ 
property. and the functions of these agencies to be subjected to such = 
local taxation abroad.as would subject them to alien control and veto; | 
(2) It seems advisable to obtain the tacit or explicit.acceptance of 

this principle by the Cuban Government. 
_. The third paragraph of the Cuban Foreign Office’s note no. 1125 of 
November 17 tacitly admits the principle: that. an. official agency | 

(3) Decrease in Cuban Government Revenues. 
_ (a) The amount of revenues which.the Cuban Treasury may not 

receive is a matter which had been calculated by the War Shipping = 
_ Administration and which is being.calculated by the Cuban Treasury. | 

The War Shipping Administration estimates that the suspension of 

the taxes would amount to a.decrease in revenues of a sum lessthan > 
$160,000. (4) The. amount: of loss.in revenue is comparatively in- : 

_ ® Office of Lend-Lease Administration. EE ARI PEE 
" Commodity Credit Corporation. — — SluriGes sheds de :
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significant. (c) The expenditures of this Government through Ex- 
_ port-Import Bank, naval and aviation construction and maintenance, 
and its assistance in the sugar industry and in a variety of other 
“ways, more than makes up for the comparatively slight decrease in 

| ‘revenues represented by the figure cited above. _(d) Cuba, as have | 
the United States and other belligerent Governments, hasfound some _— 
new and additional sources of tax revenue, and may find it necessary 
to increase the rates and amounts of taxes already imposed. That is 
a part of the cost of war. (e) It is not the function or the purpose 
of the War Shipping Administration to conduct its operations in such 

a way as to underwrite governmental budgets and estimates of 
revenues made by. other countries. When and if that purpose is 
intended we have other ways of accomplishing the purpose; and it 
can be done without yielding on legal points which would have em- 
barrassing and costly results.in our relations with other countries. 

aac Wiixiarp F. Barser 

811.512387Shipping/2 SE CO 

‘Phe Secretary of State to the Ambassador in Cuba (Braden) 

No.1510 0 20° —..  ‘Wasurinerton, April 14, 1943. 
Sm: The Department has carefully considered your despatch no. | 

1567 of November 20, 1942 concerning the general question of tax 
exemption on United States Government undertakings in Cuba. | 

- The Foreign Office Note No. 1124 concerning exemption from taxes _ | 
| on earnings in Cuba of the War Shipping Administration transmits 

a copy of an opinion of the Ministry of Finance dated November 9, 
1942, holding that the $3.60 tax (on freight or passenger earnings) 
forms an important factor in the country’s income at the present 
time; and that it therefore would not be advisable for the Treasury to 
suspend it; while the $2.65 tax is (on gross income) pledged, $1.25 to. 
the service of foreign obligations, which cannot be legally suspended, 
and $1.40 being an Internal Revenue measure “which it would not be | 
advisable for the Treasury to suspend”. Notwithstanding the opinion - 
of the Minister of Finance, the Foreign Office Note No. 1124 states 
“that calculations are being made in order to ascertain to what extent 
the national ‘economy would be prejudiced by the possible suppression __ 
of these taxes, so that in case it would not appreciably affect collec- 
tions, the réquéest [of the Embassy] may be granted”. It may, in 
the Embassy’s discretion, be advisable to await the result of the 

a calculations referred to, and should this be‘the ‘case, the Embassy 
may seek a favorable opportunity to press for an early determination | 
of these calculations. a og erat Poa egg
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Your note to the Foreign Office, No. 731, of October 15, 1942,°° is a 
clear statement of the Department’s position on the principle of law 
involved. An added argument for the exemption requested is the 
fact that the War Shipping Administration is an agency of this — 
Government and the present request falls well within sub-paragraph _ 

(a) of the communication of the Minister of Finance dated November | 
11, 1942 (enclosure to Foreign Office Note No. 1125 of November 17, | 
1942). The concluding paragraph of this communication reads, — 
“Tt does not, however, seem just that the contractor be exempted from _ 

| taxes on profits or earnings, since even though the work may be for 
defense purposes, not only does it seem fitting that individuals should | 

-_ eontribute from their earnings in the state in which they are derived 
toward defraying its expenses, but it would, in fact, be extremely | 
unjust to exempt them, while other private enterprises, precisely be- 
cause of the war, see their earnings and margins of profit dwindle 
from day to day”. a | oo 

The Department assumes that this paragraph covers both in- 
_ dividuals and corporations of American and foreign nationality who 

act as contractors and subcontractors for this Government. on. defense 
projects. The term “profits or earnings” may lend itself to confusion 
in interpretation. What, if any, application would the Cuban income 

| tax law have onthe groupsindicatedinthisparagraph? 
_ Having these observations in mind, the Department feels that you 
should request of the Foreign Office a clarification of the paragraph __ 
above quoted. The Department transmits, for your information and 
comment, a copy of a letter dated January 4, 1948 ** from the War 
Shipping Administration. You will observe that the figure 
$320,000 is given as the tax collections which would be realized on | 
earnings from May 1942 to December 1942, but as a result of — | 
Cuban Government Decree No. 2602, it is estimated that this figure | 

| could probably be cut by more than 50 percent. In view of the rela- 
tively small amount involved and the desirability of maintaining the _ 
important principle involved, the Department feels that you might 
use the information set forth by the War Shipping Administration 
to advantage in your efforts to accelerate the conclusion of the cal- 
culations mentioned above. => ee 

Very truly yours, | __ For the Secretary of State: 

| Be Brecxinrice Lone | 

= Not printed. _ ae | a |
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811,512337 Shipping/3 gee a BB 

_ The American Ambassador in Cuba (Braden) to the Cuban Minister 

No414- 000 Ffaparva, April 20, 1943. 
_ Excrtiency: I have the honor to refer to Your Excellency’s dis- 
tinguished predecessor’s courteous note No. 1124 of November 14, 
1942, with which was enclosed a letter from the Minister of Finance 
addressed to the Prime Minister ** with regard to my Governments 
request that the earnings of vessels either owned by or chartered to 
the War Shipping Administration be exempted from the 2.75 per 
scent: tax established by Article III of Military Order No. 423 of 
1900, as amended by Article XV of the Law of July 6, 1928; by the 

Emergency Tax Law of September 8, 1941; and by Law No. 7 of 
_ April 5, 1943, and from the 3.6 per cent tax established by the Law’ 

of October 9, 1922, as amended by the Public Works.Law of July 15, 

| 1925; Decree-Law No. 393 of November 8, 1935; a decree of Decem- 
ber 20, 1939; and Decree No: 3520 of December 31,1941. 

: _In that note Your Excellency’s predecessor stated that investiga- 
tions were being made in order to ascertain to what extent the economy 
of Cuba would be prejudiced by the possible suppression of these 
taxes, so that in case it were found that their suppression would not 
appreciably affect revenue collections, my Government’s request might 

As mentioned in the Embassy's note No. 731 of October 15, 1942, 
to-which note No.. 1124 was a reply, the earnings on which the tax 

_ exemptions are sought are derived from the operation of three classes 

of vessels, namely a) those owned by the United States; 6) those on | 
bareboat charter to. the War Shipping Administration, and c) those 

_ on time. charter to. the War Shipping Administration. In all these 
cases the vessels are under the complete control of my Government, 
represented by the War Shipping Administration, and. carry only = 
such cargo, ply on only such routes and otherwise render only such 

| services.as my Government determines and directs. The operations 
of these vessels are, of course, coordinated with other essential op- 
erations of my Government and of the Governments allied or co-— 
operating with it in the prosecution of the war and, therefore, in view | 
of the existing conditions throughout the world, all such services can 

appropriately be considered as not only public services rendered in 
the interest of my Government, but also, to a corresponding degree, 
as public services rendered in the interest of all Governments as- 

| sociated in the common cause against the Axis powers. - 

® Copy transmitted to the Department by the ‘Chargé in Cuba in his despatch 
No. 3459 of June 12; received June.15. 

* Ramon Zaydin. | : |
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It was also pointed out in the Embassy’s aforementioned note No. 

731 that, in the opinion of my Government, the collection ofthe taxes 
| under reference on the earnings of vessels either owned by or char- 

tered to the War Shipping Administration constituted taxes on reve- 
nues accruing to the United States, and I brought to the attention of 

_ Your Excellency’s Government the fact that my Government does > 
not collect: taxes on earnings in the United States derived: by other 
‘Governments from the operation of ships. JR ES OE gos 

IT might add at this time that inasmuch as the War Shipping Ad- _ 
_ ministration is an official agency of my Government, the exemptions | 

requested fall well within sub-paragraph a) of the communication 
of the Minister of Finance of November 11, 1942,° of which acopy = 
was enclosed with Your Excellency’s predecessor’s note No. 1125 of 
November: 14, 1942, in which it was stated that consideration should 
be given to requests for exemption from Cuban taxes when such re- 
quests were made by and on behalf of official agencies of a friendly 

Government. | aS BES a | ee | 

I venture to express the hope, therefore, that the investigations a 
mentioned in note No. 1124 have now been completed and that Your 
Excellency’s Government will shortly be able to arrive at a favorable 
decision inthe matter.. nol Goh: pte ee | 

| . Please accept [ete] = .-———<i—s—“‘(‘C:;S*<«~*:*«C:;‘s:*C‘ SpE BEEN | 

The Chargé in Cuba (Briggs) to the Secretary of State 

No. 3555 Hapa, June 23, 1943. 
Ca eee ee ee [Received June 26.] . 

~ Sir: I have the honor to refer to the Department’s air mail in- | 

struction No. 1830 of June 19, 1943 (no file number), transmitting a | 
copy of a letter dated May 26, 1943,°° from the Defense Supplies Cor- | 

--poration, regarding its purchase of the 1942 Cuban molasses crop, — 
and instructing the Embassy to bring this letter to the attention of | 
the Cuban Government and to request a waiver of the 2.65 per cent Le 
and the 3.60. per cent taxes assessed on the total ocean freight charges __ 

' on all shipments of molasses made by the Defense Supplies Corpora- 
tion from Cuba tothe United States. | 
~ The Department refers in this connection to the Embassy’s note No. 
884 of November 6, 1942,°7 as a result of which the Cuban Govern- _ 

| Note No. 2967, not printed: © = - pape og iter hehe pal a 2 : 
_ °° Neither printed; the letter. of May 26 explained the activities of the Defense | 

. .. Supplies Corporation covering the purchase, storage, and transportation of the — 
1942-1948 . Cuban molasses. crop, and. the: application -of. the taxes thereon 

NOt printed. EOE ARSE EERE gs) ee cee Py SSB SG
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ment issued Decree No. 14 of January 8, 1943 (not No. 140 of Janu- 
ary 9, 1943, as mentioned in the Department’s instruction No. 1830), 
exempting sugars and molasses purchased by the Defense Supplies 
Corporation from payment of the 2.65 per cent gross sales tax. on 
transportation, handling, storage and other charges. This decree af- 
forded the Defense Supplies Corporation a substantial measure of 
relief from local tax charges and, in fact, the local representative of © 
the Defense Supplies Corporation has assured the Embassy that with 

| the exception of the 1 per cent railroad retirement tax (from which © ) 
exemption was also requested in the Embassy’s above mentioned note. 
No. 834), the Defense Supplies Corporation has been exempted from — | 
all Cuban state, provincial or municipal taxes on its sugar and mo- 
lasses operations in Cuba in accordance with Article XV of the Con- 

tract of Purchase of the 1942 sugar crop entered into between the 
Defense Supplies Corporation and the Cuban Sugar Institute. 

With regard to the 1 per cent railroad retirement tax, the railroads | 
have continued their efforts to collect this tax from the Defense Sup- | 
plies Corporation on railroad freight charges on molasses and refined 
sugar (raw sugar is not subject to this tax) on the ground that itis _ 
not a tax but, in effect, a contribution to the Railroad Retirement Fund. 

_ The representative of the Defense Supplies Corporation here tells me, 
however, that he is not paying this tax and is contesting its assessment. 

_ The Embassy proposes, therefore, in accordance with the Department’s 
instructions, to inquire of the Foreign Office what decision has been 
made on its request for exemption from the 1 per cent railroad retire- _ 
ment tax on the refined sugars and molasses owned by the Defense 

oo Supplies Corporation. | oes | 
| With reference to the main purpose of the Defense Supplies Cor- 

poration’s letter, namely, the request for exemption from the 2.65 per _ 
cent and 3.60 per cent taxes on the total ocean freight charges on its 
molasses shipments to the United States, there appears to be some 
misunderstanding. These taxes are not assessed on the owners or 
exporters of the merchandise (in this case the Defense Supplies Cor- | 

| poration), but on the owners or operators of the vessels on which the | 
merchandise is shipped. The Cuban Government has been collecting 
these taxes from the War Shipping Administration, which has been 

, handling practically all of the Defense Supplies Corporation’s molas- 
ses and sugars, and the War Shipping Administration may have 
attempted to recover the amount thereof from the Defense Supplies 
Corporation. 3 | a a 

The Department will recall, however, that pursuant to its instruc- 
tions, the Embassy has been requesting the Cuban Government to 
exempt vessels owned by or chartered to the War Shipping Adminis- 
tration from these.taxes, and that this matter was last officially brought
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| to the Cuban Government’s attention in the Embassy’s note No. 414 of 
April 20, 1948, of which a copy was submitted to the Department with 
the Embassy’s despatch No. 3459 of June 12, 1943.58 tap le, | 

| In view of the fact that the taxes in question are assessed on and — | 
collected from the ocean carriers, and as the Embassy is already en- 
deavoring to obtain exemption therefrom on behalf of the War Ship- — 
ping Administration, there would appear to be no grounds for-further 
representations in connection therewith on behalf of the Defense 
‘Supplies Corporation, and the Embassy would appreciate receiving __ 

| the Department’s views in the matter. a - eb 

In connection with the foregoing, the Department will doubtless 
recall that as mentioned in the Embassy’s air mail despatch No. 3459 
of June 12, the Prime Minister, in discussing this matter with Am- 

| bassador Braden on June 4, again pointed out the substantial loss of 
_ revenue which would result should the Cuban Government exempt 

from taxes the freight revenue obtained in Cuba by the War Shipping 
Administration, and that he urged that the matter not be pressed — | 
further. In view of the Prime Minister’s comments and of the Cuban 
-Government’s obvious reluctance to accede to our repeated requests for | 
exemption from the taxes under reference, the Embassy is not overly | 

| sanguine as to the eventual outcome of its representations in the matter. | 
Respectfully yours, / For the Chargé d’A ffaires a. i.: 

Oo Oo | le Apert F.Nurer 
| : ne che — - Gounselor of Embassy for — 

| es pe | , Economic Affairs ) 

$11.512337 Shipping/16 | . . tas | 
Phe Chargé in Cuba (Briggs) to the Secretary of State 

No. 8891 : Hapana, July 21, 1943. 
Eg ua oe a | _ [Received July 24.] 

Sir: I have the honor to refer to the Department’s air mail in- 
struction No. 1510 of April 14, 1948 (no file number), in which the __ 
Embassy was requested to seek from the Cuban Government a clari- — 
fication of the concluding paragraph of a communication of the Minis- a 
ter of Finance dated November 11, 1942, enclosed with the Cuban 
Government’s note No. 1125 of November 14, 1942, the contents of 
which, it was felt, lent themselves to confusion in interpretation. / 

There is attached a copy of the Embassy’s note No. 415 to the | 
| Foreign Office, dated April 21, 1943,5° in which the paragraph under | 

reference is quoted and the statement made that it presumably is 
intended to cover both individuals and corporations of American and __ 

See footnote 53, p. 272. — | | | 
| © Not printed. |
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other nationality. acting as contractors or sub-contractors for the . 
United States:Government on defense projects in Cuba. The note 
also points out that the term “profits or income” may lend itself to 
confusion in interpretation and inquires what, if any, application the 
Cuban income tax would have on the groups indicated in the para- 

_ Although this matter has since been repeatedly brought to the at- 
tention of the Cuban Government, no definitive reply has been received 
from the Foreign Office to the Embassy’s note No. 415 mentioned 
above. Inquiries made of the Minister of Finance by the Economic 
Counselor, however, have elicited the attached reply, dated July 16, 
1943,° in which an attempt is made to clarify the phrase “profits 
‘or income”. Ingeniero. Montouliew’s clarification reads, in transla-— 

“The phrase ‘profits or income’ contained in the final paragraph of — 
the communication under reference must be understood to comprise 
two types of taxes which, in our fiscal legislation, are called taxes 

| on. profits [wtzlidades |** and taxes on. income [7enta],° and it must 
not therefore be understood that profits or income are one and the 
same thing in our fiscalsystem” | - 

No mention is made in the Minister’s letter of the other points 
‘raised in the Embassy’s note No. 415, but the foregoing apparently —__ 

: indicates that it is the Cuban Government’s intention to tax, in ac- _ 
cordance with existing fiscal legislation, the “profits” and the “income” 
obtained from defense projects in Cuba by individuals or corporations | 
acting as contractors or sub-contractors for the United States Gov- | 
ernment. As the Department is aware, the Cuban “income” tax was 

| established by Decree-Law No. 1. of December 31, 1941, while the 
- Cuban “profits” tax, with such modifications as have since been made | 

therein from time to time, has been in effect since before the days | 

of the Republic. Income and profits tax rates were substantially 
modified by the Cuban tax Law (No. 7) of April 5, 1948; of which | 

a copy and translation were submitted to the Department with the 
Embassy’s. despatch No. 2734 of April 10, 1943 ° (file No. 851.2). — | 

The Embassy would appreciate receiving an expression of the 
| -Department’s opinion as ‘to whether it considers the information | 

© Not printed ; it was addressed to Mr. Nufer by the Minister of the Treasury, 
Eduardo I. Montoulieu, who succeeded Irisarri in that position in May 1948. 

- % Brackets appear in the original .° = = == a 
| * Note No. 415 further called to the attention of the Minister of State, Emeterio 

-§. Santovenia, the letter of November 11, 1942, addressed to his predecessor, 
| José A. Martinez-Viademonte, by the Minister of Finance, and reminded Santo- . 

-venia that Irisarri, in that letter, had “expressed the opinion that consideration 
should be given-to requests for tax exemption received from official agencies : 
of the United States Government.” (811.512337 Shipping/16) | a 

” Not printed. | 7 oe me |
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| furnished by the Minister of Finance adequate or whether a further : 
clarification is considered necessary. — oe / SS By 

Respectfully yours, = =~=~—«*F or the Chargé d’Affaires a.i.: | 
: Os Se ane ge SES eR - Avpert F. Nurser» 

Counselor of E'mbassy for | 

a The Secretary of State to the Ambassador in Cuba (Braden) : 

No.2001 2 2 Wasrneron, July 27, 1943. a 
_ Sm: Reference is made to the Department’s Airgram no. A-1596, - 
Sune 22, 1943, 5:25 p. m,* concerning the applicability of Article III 
of Law No. 7 of April 5, 1943, to payments remaining to be made by 

_ Defense Supplies Corporation on 1942 crop molasses. __ Co 
"The Department transmits copies ef communications dated July 14 

and 19, 1943 from Defense Supplies Corporation, requesting assist- 
ance in obtaining from the Cuban Government exemption from the 
taxes of 15/100 of one per cent and of 2 per cent on the exportation of _ 
funds from Cuba. A copy of a letter of July 17 from Metals Reserve _ 
Company © referring to the application of the same Cuban taxes to 
its activities is alsoenclosed. _ | } os 

_ The Department considers that the requests of Defense Supplies 
Corporation and of Metals Reserve Company merit favorable consider- 
ation. Accordingly, you are requested to present the requests oppor- | 
tunely to the appropriate Cuban officials: The Department will appre- 
ciate receiving reports of developments. = esis oS 

. Very truly yours, For the Secretary of State: 

811512837 Shipping/17— ye NEE 
Phe Ambassador in Cuba (Braden) to the Secretary of State 

No. 4480 = = Hfapawa, September 13, 1943. . 

_ Sir: I have the honor to refer to the Department’s instruction No. 
2119 of August 19, 1943 © (file No. 811.512337 Shipping/16), with 

| regard to the requested exemption from taxation in Cuba of the  __ 
earnings of vessels either owned by or chartered to the War Shipping , 

| . 8Not printed : it authorized the Embassy to call to Cuba’s attention the con- | 
cern of the Defense Supplies Corporation regarding Cuban interference through | 
taxation with the payment of about $1,200,000 remaining to be made on 1942: : | 

.  ¢rop molasses through banks in Habana (837.61351/4047a). ann | 
“ Neither printed. ae | PE | | 
© Not printed. | EOS Pe ee LL AM |
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Administration and in which the Embassy’s attention is called to the | 
| fact that the Department has never been advised of the results, if any, 

of the calculations which, according to the Foreign Office’s note No. 
| 1124 of November 14, 1942, were being made in order to ascertain to 

what extent Cuba’s economy would be prejudiced by the suppression 
of these taxes. The Department requested the Embassy again to 
approach the Foreign Office, making reference to its note No. 1124 

(not No. 1125, as stated by the Department) of November 14, 1942, 
and requesting to be informed of the results of the calculations therein 
referredto. a en 

In accordance with the Department’s instructions, note No. 894 of 

August 21, 1943,°7 of which a copy is enclosed, was addressed to the | 
Foreign Office. There are likewise attached a copy and translation of — 

the Foreign Office’s note No. 2676 of September 7, 1943,°7 in reply 

thereto, which states that the matter is still being studied by the appro- 

priate officials of the Cuban Government and that the Embassy will | 
be informed as soon as a definitive decision has been reached. — , 

a I shall continue to press the Cuban Government for an early favor- 

able decision inthismatter. Oe - 

Respectfully yours,  — For the Ambassador: 

| | ms | AxBeErt F, NUFER 

- Counselor of E'mbassy for 

nes, | Economic Affairs 

S37.512/7022, st” a | ye | 

The Ambassador in Cuba (Braden) to the Secretary of State. 

No. 4855 -’ “Hapana, October 21, 1943. 
- oe [Received October 26.] 

Sm: I have the honor to refer to the exchange of notes between 

the Cuban Government and the Embassy with reference to the grant- 

ing to the Defense Supplies Corporation and Metals Reserve Com- 

pany certain tax exemptions which the Cuban Government had 

| provided on behalf of the Commodity Credit Corporation. oo 
- The Department will recall that in the Embassy’s despatch No. 

4791 of October 14, 1943,°° it was stated that the Ministry of State’s 
Note No. 1729 of October 2, 1948," informed the Embassy that the | 

tax exemptions in question had been granted to the Defense Supplies _ 

Corporation by decree but that the final resolution of the request for 

tax exemption on behalf of the Metals Reserve Company had not yet 

been completed ‘as the Government wished to make a further study 

of the matter. I am now pleased to report to the Department that 

Not printed. ers Oc 
: ® Such a decision was not reached in 1943. | -
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| Decree No. 2971 of October 15, published in Official Gazette No. 588 of 

October 19, 1943, grants to the Metals Reserve Company the tax 

exemptions requested by the Embassy in its Note No. 965 of Septem- 

ber 8, 1948,°° to the Ministry of State. | 

There are attached a copy and translation ® of Decree No. 2971. | 

In order that there be no interruption or delay in the movement | 

of vessels carrying ore belonging to the Metals Reserve Company | 

Agency, which ore is covered by the tax exemptions provided for in ) 

Decree No. 2971, the Embassy discussed with the Director General : 

of Customs the desirability of his office promptly transmitting tele- 

grams to the various customs authorities from which shipments of 

ore are customarily made, informing their agencies that ore ship- 

ments of the Metals Reserve Company Agency are exempt from tax- 

ation. The Director General of Customs agreed to transmit these | 

telegrams without delay and stated that the appropriate customs | 

circular notifying all of the customs authorities of the Island would — 

be issued immediately. | ee 
It will be noted that, in addition to the tax exemptions requested 

by the Embassy in its abovementioned Note No. 965, Decree No. 2971 

also exempts the Metals Reserve Company from the requirement of 
registering in the taxpayers’ registers maintained by the State, the | | 

Province or Municipality or any other public registers in which com- | 

mercial or industrial entities operating in Cuba for a profit are re- 

quired to register, oo = | | 

Respectfully yours, For the Ambassador: | 

a Cuartes H. Ducort | 

. | . - Commercial Attaché | 

| ® Not printed. a | , 

| 461-035—64——19 : | 

| an
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AGREEMENT BETWEEN THE UNITED STATES AND THE DOMINICAN — 
| | _ REPUBLIC RESPECTING A NAVAL MISSION | 

[For text of the agreement, signed at Washington January 25, 
1943, and effective as of that date, see Department of State Executive 

_ Agreement Series No. 312, or 57 Stat. (pt. 2) 910.) 

AGREEMENT BETWEEN THE UNITED STATES AND THE DOMINICAN 
REPUBLIC APPROVING A MEMORANDUM OF UNDERSTANDING 

| DATED MAY 20, 1943, RESPECTING THE PURCHASE BY THE UNITED 
STATES OF EXPORTABLE SURPLUSES OF DOMINICAN RICE, CORN, 
AND PEANUT MEAL | Ce ie | 

[For text of the agreement, effected by exchange of notes, signed 
at Ciudad Trujillo June 10, 1943, see Department of State Executive 
Agreement Series No. 350, or 57 Stat. (pt. 2) 1142.] | 

INTEREST OF THE UNITED STATES IN THE DISPOSITION OF AXIS 
PROPERTIES IN THE DOMINICAN REPUBLIC | 

740.00112A European War, 1939/22491 | | a 

The Secretary of State to the Minister in the Dominican Republic 
| So (Warren) 

No. 310 - | WasHINGTON, January 27, 1943. _ 
The Secretary of State refers to the Legation’s airgram no. A-262 

of December 22, 19421 which stated, in reply to. the Department’s 
| Inquiry concerning the Proclaimed List firm Compafiia Comercial, 

C. por A.,’ that the Dominican Government has taken no action 
toward subjecting the property of enemy nationals to forced sale or 
vesting, and that Dominican officials have stated that such action is 
unnecessary and inadvisable. Reference in this connection is also 
made to the Legation’s despatch no. 416 of January 2, 1943,1 which 
stated that, under present laws and decrees the Dominican Govern- 
ment has the power to vest the property of an enemy national or to 
subject it to forced sale. - | 

| * Not printed. | | | 
* Telegram No. 392, December 14, 1942, to the Minister in the Dominican Re- 

public, not printed. 
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: While the Department concurred that the shortage of Dominican © 
rice milling facilities should be the primary consideration in deciding 

| whether to approve the measures necessary to enable the rice mill of | 
, the Compafiia Comercial to operate for the processing of the current 

rice crop, it believes that approval of such measures under existing | 
arrangements places this Government in the unsatisfactory position | 
of agreeing that materials from this country shall assist or permit 
a firm’s operations, the profits from which will eventually be re- 
ceived in substantial part by undesirable persons. = ; 

Moreover, in view of the efforts being made to increase the pro- 
duction of rice in the Dominican Republic, it appears entirely pos-. | 
sible that the best interests of the Dominican economy will require the _ | 

employment of the facilities of the Compafiia Comercial rice mill 
during the next rice harvest in June, and that this Government will 
again be requested to approve emergency measures which will in- | 
clude permission for United States materials to go forward to enable | 
the mill to operate. — _ | | 

In view of these considerations, the Department believes that it 
is strongly desirable to find a permanent and satisfactory solution at = 
the present time to the problem presented by the continuing Notte- | 
bohm-Grossart financial interests in the Compafiia Comercial and 
the continued presence therein of Friedrich Rudolf Grossart.2 While _ 
not perhaps of such importance as the rice mill, the remaining prop- | 
erty of the Compafifa Comercial is of some value to the Dominican | 
economy and a solution embracing all the assets of the Compafiia _ 
would, therefore, appear to be advantageous to the Dominican 
Government. Lo | a | 

In its despatch no. 1087 of April 27, 1942,¢ the Legation outlined a 

plan. providing for the vesting or forced sale of the Nottebohm- | 
- Grossart interests in the firm and the deletion of the Compafiia Comer- 

cial’s name from the Proclaimed List. In describing its advantages, ; 
the despatch stated “the adoption of this plan would be beneficial | 
since it would entirely eliminate from the firm the positively German ae 
elements. At the same time it would place control over the commercial _ 

activities of Rafael Lembcke, whose international political attitude | 

is not well defined, and it would enable other members of the Lembcke a 

family, against whom the Legation knows nothing prejudicial, to | 
maintain their holdings in the Compafiia Comercial without further | 
loss due to its inclusion on the Proclaimed List. In addition the 
United States and British Governments would be removed from the — 

| paradoxical position of attempting to restrict the production of food 
products on land owned by the Compafiia Comercial, when both are 

* President of the Compafiia Comercial. - os a | 
*Not printed. | | / 7 | boats Pe a
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interested in the production of food crops. Furthermore, they would 

be removed from the position of attempting to restrict production on — 
this land when they cannot successfully do so, thereby weakening the | 
prestige and general effect of the Proclaimed List”. These considera- - 

tions are still applicable. | SEER | 
| The Department will appreciate receiving a report as promptly as 

possible concerning the reasons for the statement of the Dominican 

officials that the vesting or forced sale of enemy interests in a case 
such as this is undesirable. The report should include a statement 

concerning each of the following points: (1) administrative difficul- 
ties which may be believed to lie in the way of satisfactory vesting; 
(2) the availability of private capital owned by desirable persons for 
the purchase of the Nottebohm-Grossart interests by forced sale; 

| (3) the availability of a manager capable of replacing Friedrich 
Rudolf Grossart. | 

740.00112A European War, 1939/29862: Airgram _ | 

The Minister in the Dominican Republic (Warren) to the Secretary — 
eo , of State — | | 

ns -Crupap Trusinxo, April 28, 1948—8 a. m. 
en —— _. [Received April 30—noon.] 

~ A-248. Department’s instruction no. 310, January 27, 1943. After 
receipt of above-mentioned instruction, informal conversations were 

held with Dominican Government officials regarding possible action | 
with regard to vesting or forced sale of enemy interests. On Feb- 

ruary 19, an informal memorandum was given to the Secretary of. 
State for the Presidency,*® pointing out the possibilities of vesting or 
forced sale of enemy enterprises on the part of the Dominican Gov- 
ernment. No written answer has as yet been received to the memo-— 

_ randum, although conversations have taken place.’ OO 
Responsible government officials give their objections to vesting or 

forced sale, particularly as applying to the Compafifa Comercial, as 
| follows: oo oo | 

‘The Dominican Government has not had experience in vesting, | 
preferring instead to use the procedure of intervention. It was 
pointed out that, in actual practice, the interventor exercises the same 
authority and control, with the exception of the power to dispose of 
the enterprise, that he would have if the property were vested in him 
or in the Government. The Dominican Government does not wish 
to assume ownership of a firm now on the Proclaimed List and states 

°Rafael Paino Pichardo. , Ne 
“No reference to the memorandum or later report by the Embassy on the 

_ subject of this airgram has been found in Department files. . - Be 

| | 

oe | 7 |
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that there are no private parties with available capital who are inter- 
ested in purchase of the Nottebohm—Grossart interests. They there- 
fore believe that the intervention procedure offers all the advantages 

| of vesting and is in addition a measure with which they are well ac- 
quainted. Only 680 of the 1500 shares in the Cia. Comercial are held | 
by German interests and the Dominican Government believes that 
the present control affecting the entire company is preferable to one 
affecting only a minority of the shares. ce ee 

- Rafael Lembcke (who is a National Deputy) has stated that Gros- 
sart would be glad to relinquish his position as president of the 
company and it is probable that the former would assume that place. — 
Since active management is under the supervision of interventor, how- | 
ever, Grossart’s replacement is considered by Dominican authorities 
as necessary only if vesting or forced sale should take place. There | 
are considerations of local politics, neither anti-American nor pro- 

| Nazi, that require careful handling of this particular situation: _ 

| : | WARREN 

_ AGREEMENT BETWEEN THE UNITED STATES AND THE DOMINICAN © 
, REPUBLIC RESPECTING A HEALTH AND SANITATION PROGRAM 7 

_ [For text of the agreement, effected by exchange of notes, signed 
at Ciudad Trujillo June 19 and July 7, 1948, see Department of State 

| Executive Agreement Series No. 346, or 57 Stat. (pt.2) 1115.]



—  KOUADOR 
AGREEMENT BETWEEN THE UNITED STATES AND ECUADOR DETAIL- __ 
ING A MILITARY OFFICER FROM THE UNITED STATES TO SERVE AS 
THE TECHNICAL DIRECTOR OF THE ELOY ALFARO MILITARY COL- 
LEGE OF ECUADOR, SIGNED SEPTEMBER 13, 1943 | 

[For text of the agreement, signed at Washington, see Department _ 
of State Executive Agreement Series No. 338, or 57 Stat. (pt. 2) 

— -1056.] EEN | | 

~ DISCUSSIONS AND UNDERSTANDINGS CONCERNING THE OBTAINING. 

OF STRATEGIC MATERIALS FROM ECUADOR AND FINANCIAL AS- | 
| SISTANCE TO ECUADOR * : | | 

811.20 Defense (M) /11094 : Telegram | 

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

- : | WAsHINGTON, J anuary 1, 19483—9 p. m. 

_ 18. Refer Embassy’s 1062, December 22, last paragraph; Depart- 
ment’s 947, December 28,? fourth paragraph. It has been agreed 
between the Department, Board of Economic Warfare and Defense 
Supplies Corporation that the proposed contract between Defense 
Supplies and the Ecuadoran Development Corporation * should take 

the form of a letter-agreement similar in form to that between the 
Kcuadoran Development Corporation and Rubber Reserve.* A draft 
of this letter-agreement has been worked out by the interested Gov- 
ernment agencies, and the Department has indicated its approval. _ 
It is being taken to Quito by Mr. Clark Byse of the BEW, who took 
an active part in drawing it up. Mr. Byse left by plane Wednesday 
afternoon, January 6, for Quito. ae | - 

The Department agreed to the proposal from BEW that Mr. Byse 
go to Quito at this time, due to our feeling that he could be of help 
to the Embassy in the negotiations for the over-all agreement and for | 

+For previous correspondence, see sections entitled “Negotiation and applica- 
| : tion of an agreement concerning the production and export of Ecuadoran 

. rubber,” Foreign Relations, 1942, vol. v1, pp. 396 ff., and “Program for eco- 
| nomic cooperation between the United States and Ecuador,” ibid., pp. 383 ff. 

Neither printed. 8 eos 
-*The Defense Supplies Corporation operated under the Department of Com- : 

merce. The Ecuadoran Development Corporation was a government instru- 
mentality of Ecuador. | | : 

| *Not printed; for the terms of the rubber agreement, see telegram No. 256, . 
April 20, 1942, Foreign Relations, 1942, vol. v1, p. 400. | 

284 |



ue ECUADOR 285 | 

the agreement between Supplies and the Development Corporation. 
While he has been authorized by Defense Supplies to approve such | 
amendments to the above-mentioned documents as may be necessary, : 
such authorization, of course, does not give him authority to nego- : 
tiate. Defense Supplies Corporation understands fully the Depart- | 

_ ment’s position that negotiations are in the hands of the Embassy. : 
- Byse’s role is limited to that of consultant to the Embassy. This } 
statement of his function supersedes any he may have received from __ | 

_ BEW or Defense Supplies. Because of Byse’s experience, however, — | 
you will probably find that he can be of assistance in working out _ 
solutions to pending questions. ee 2 an 

Mr. Samuel Miller® is hereby authorized by Defense Supplies _ - 
Corporation to sign on its behalf the proposed letter-agreement be- 
tween Defense Supplies and the Ecuadoran Development Corporation. 
So far as Defense Supplies is concerned, Mr. Byse is authorized by - 
Defense Supplies to approve such amendments as may be necessary sit 
in the proposed letter-agreement and in the proposed agreement with _ | 

the Ecuadoran Government. | Bo ne as | 
~ Please acquaint Mr. Miller and Mr. Byse with such parts of this 
telegram as you think necessary. Oo an ones 

ae ee Hor 

811.20 Defense (M)/11884: Telegram a LPs ce | 

The Secretary of State to the Ambassador in Ecuador (Long) 

| ~ Wasurneton, January 19, 1948—10 p.m 
41. For Miller from Paul,* Board of Economic Warfare. Em- _ | 

bassy’s A-8, January 3, 12:05 p.m.’ Because of the pending nego- 
tiations with Ecuador we have stopped making contracts for future 
purchases of cinchona bark from that country. However, we would 
like to accept offers of cinchona bark or quinine alkaloids for im- | 
mediate shipment unless to do so would jeopardize negotiations. oa 

The only large contract for future delivery which we have entered 
into covering purchase of cinchona bark from Ecuador was one for | 
100 tons placed with Miguel Heredia Crespo through the Consumers | 
‘Import Corporation of New York. We have been informed that ap- 

_ proximately 20 tons of this 100 tons has already been shipped and 
that additional shipments will be made regularly. [Paul.] | 3 

* Representative of the Defense Supplies Corporation and the Board of | . 
_ Economic Warfare in Ecuador. - a | . 

* Arthur Paul, Chief of the Office of Imports of the Board of Economic Warfare. 
- ."* Not. printed ; it indicated that the Defense Supplies Corporation was negotiat- | | 
ing quinine contracts with individual producers. | a re
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822.51/1017: Telegram tt | BS | 

The Chargé in Ecuador (Nester) to the Secretary of State . 

re Quito, February 8, 1948—5 p. m. 
re | [Received midnight.] 

96. For Rubber Reserve from Lowry.’ Minister of Finance Illing- 
| worth is proposing to use funds from premium payments® in con- 

nection with construction of two roads into Ecuadoran Oriente. 
__- The first is from Cuenca to Méndez which according to estimate of 

local engineers will require 10 million sucres and 2 years to complete. 
The second is from Ibarro to Aguarico in northern Oriente. Practi- 
cally nothing is known about this route or about the amount of rubber 
in the area. Norton” reports some rubber. around Méndez and we. 

expect to begin immediately to improve the existing trail from Cuenca 
- to. facilitate exploitation. Cost of trail work will be about sucres 
- 75,000. The Minister proposes to apply for a loan from Export- 

Import Bank to build these roads and to use premium payments to 
pay interest on and amortize the loans. He is also considering the 
same arrangement for road construction work in Santo Domingo. 
area. Although we doubt that the construction. of roads into the 
Oriente could be completed in time to be of value to the war program, 
the Ecuadoran Government. for political and military reasons ap- 
pears to be quite strongly in favor of this plan. The Minister asks 

_ that Reserve arrange to have American engineers sent down to con- 
tract with the Ecuadoran Government to do this road work. We 

| have no doubt that if work is to be completed within a reasonable time 
a good deal of equipment from the United States will be necessary 
also | a | | | 

- The Minister requests that you send a reply by cable. [Lowry.] _. 

822.51/1017: Telegram fe a 

- The Secretary of State to the Chargé in Ecuador (Nester) . 

_,s Wasutneton, February 9, 1948—11 p. m. 

94. Embassy’s 96, February 8. On the basis of Lowry’s descrip- 
tion, it is not apparent to the Department that the road construction 
proposed by the Minister of Finance has direct connection with rub- 
ber production, and hence it appears that premiums would not be 
expended “in the development of the production of wild rubber” as 

8 Walker W. Lowry, representative of the Rubber Development Corporation 
in Heuador. : | | | eo | 

° With regard to the nature of these payments, see telegram No. 423, May 13, 
from the Chargé in Ecuador, p. 288. ee a 

1 Presumably E. Hope Norton, President of the Ecuadoran Development 
Corporation. | | |
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provided in the rubber agreement. If that is the case, this Govern- : 

ment could not agree to the proposed use of the premium payments. 

In the absence of forceful reasons for the construction of these roads, | 

it seems clear that the engineers requested by the Minister could not | 

be made available and that in any event it is probable that it would : 

be impossible to obtain the necessary equipment. = a a 
oo Hoi | 

811.20 Defense (M) /12086: Telegram — oe er 

The Chargé in Ecuador (Nester) to the Secretary of State — | ! 

es -. Qurro, February 16, 19483—7 p. m. 

ee 7 es [Received 12: 33 p. m.] 

184. The provisions of the proposed cinchona agreement ** have | 

now been approved by both parties. In order to reach the agree- 

ment a number of minor changes had to be accepted but as none of 

these altered the basic terms or intent of the agreement they were 

accepted in view of the urgency of the matter and to avoid the fur- 

ther delays which would have been involved in referring the detailed 

changes to Washington. Cossé 2 and Miller participated in the final 

negotiations and concur in the changes made. It is believed that the 

decree authorizing the agreement and signature of the agreement will 

be effected during the present week. A full report indicating changes | 

and explanations of these is being forwarded by airmail, | 

re | — NESTER 

, 811.20 Defense (M) Ecuador/91f : Telegram | oo) 7 at 

The Secretary of State to the Ambassador in Ecuador (Long) — 

| heyhey Bh ep  Wasuineton, March 30, 1948—6 p. m. | 

241. Since the arrival of Miller in Washington two meetings have 

been held at the BEW to discuss remedies for the difficulties which 
have arisen in the balsa purchase program. These meetings were | 
attended by representatives of the British Raw Materials Mission, 
and the Department in addition to BEW officials. Jackling*® also | 
attended. ae | a a yh | 

_ Although certain details require further study the plan that has — | ! 
been generally agreed to is as follows: . : Papen | 

"4 According to the terms of the agreement of February 23, 1943 (not printed) the | 
United States obtained preclusive privileges to the purchase of cinchona and its | 
‘products, less an amount for Ecuador’s needs, at stipulated prices. ee 

“ Charles K. Cossé of the American Quinine Company, sent to Ecuador | | 
under the terms of a joint contract between the Board of Economic Warfare and | 
the Defense Supplies Corporation. | Soe ecn - ; 

*% Presumably Roger William Jackling, Second Secretary of the British | 
Embassy. : , on an 

|
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(1) The BEW through Defense Supplies Corporation will pur- 
chase lumber directly from the producers. _ 

a ‘3 The six agents will continue to function as before. | 
| (3) A premium will be offered for aero-grade lumber by Defense 

Supplies Corporation. a | 
(4) BEW through Defense Supplies Corporation will undertake 

to purchase equipment and parts, such as saw teeth and furnish them 
. to the independent mills. | , 

The revised program is designed to meet the primary objection of 
the independent producers by providing them with a steady market 
for lumber at fair prices. The actual schedule of prices to be paid is 
one of the details still to be worked out. It is hoped, however, that 
the program will be ready to be put into effect by April 15. 

You will be informed as soon as there are any further developments. 

822.6176/31 : Telegram . . 

The Chargé in Ecuador (Nester) to the Secretary of State 

7 os | Quito, May 13, 1943—7 p. m. 
| * | [Received May 14—5:01 p. m.] 

423, The President +** today summoned me requesting also the pres- 
ence of Messrs. Lowry and Tewksbury.** He stated that he was 
entirely dissatisfied with the working of certain features of the rubber 
agreement and stated that Ecuador has faithfully complied with all | 
provisions of the agreement but that to be very frank he did not feel | 

| the U. S. had met its obligations. He pointed out that in discussions 
| with Ecuadoreans he defended the U. S. but there are three points 

| concerning which he was dissatisfied: (1) Tires have not been shipped 
to Ecuador as provided in the agreement. No tires have been re- 
ceived from Brazil as yet covering the quota for the fourth quarter 

| 1942 and first quarter 1943. (2) The agreement provides for the 
payment of premiums to the Ecuadorean Government for use in the 
procurement and development of wild rubber. Although a specific 
request was made as far back as December for the utilization of these 

| _ funds for building roads into rubber producing sections of the Oriente 
it has not been possible to obtain authorization for this. (3) He also 
stated that he was dissatisfied with the way the $500,000 development 
fund had ‘been utilized. However, as the conversation developed 

| this was not again mentioned and apparently this is not a very serious __ 
problem at the moment. Presumably such a dissatisfaction as exists 
is due to the fact that in nearly 10 months very little of this fund 

| has actually been spent. ya 

**4 Carlos A. Arroyo del Rio. oe | : 
“ Howard H. Tewksbury, Commercial Attaché.
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After a brief discussion of difficulties which have been encountered | 
in connection with supplying tires the President stated that one serious : 
objection to receiving tires from Brazil was that these tires cost | 
Ecuador approximately 25% more than tires from the U. S. Al- | 
though he dropped the discussion of tires after explanations as to | 

__-various difficulties which have been encountered, the question of : 
--—s- veceiving tires is of paramount importance and is certain to arise 

again. Kindly inform the Embassy in detail as to the status of ship- | 
, ments from Brazil and as to shipment of the second and third emer- | 

gency stock piles. Oo | 
He expressed his great dissatisfaction at not having definite author- | 

ization to use the premium payments for the construction of the road 
from Cuenca to Méndez. (Reference Embassy’s telegram No. 96, — | 
February 8,5 p. m. and 189, March 2 [3], 9 p. m.; and Department’s 
telegram No. 335, April 29, midnight.°) It was explained that after | 
discussions between Lowry and the Minister of Finance it had been 
decided to request authorization up to $30,000 for an engineering 
survey of the road and that authority had recently been received from  _ | 
‘Washington tospendthisamount. ae fh | 

The President explained that the premium payments were made to | 
the Government of Ecuador to spend for projects for the development 

| of rubber. This project was of the character named and he insisted 

that authority be granted immediately to spend the premium pay- 
ments on this work. He emphasized the fact that when Congress 
meets early in August one of the first questions to be raised will be as 

: to the uses which have been made of the premium payments. Ap- | 

parently he feels that the political pressure for the utilization of this 
~ fund on the road mentioned will be irresistible. _ & | 

- The President stated that although the contract has been in force 
since last July the announcement of authorization to spend $30,000 of | 
Ecuador’s money is the first indication he has had of approval to 
utilize these funds. He stated that it would be better not to have the | 

| funds than to receive similar driblet authorizations. It was explained 
that apparently there had been a misunderstanding since Mr. Lowry 
was of the impression that the Minister of Finance merely desired - 
authorization for the survey in connection with the Cuenca—Méndez we 

road. He did not understand that approval for expenditure of the | 
- entire premium payments on the Cuenca—Méndez road was essential. 

The President ended by saying that if the Rubber Development 
Corporation ?* did not authorize the expenditure of the premium pay- 

5 Telegrams No. 189 and No. 335 not printed. | 
 %°The Rubber Reserve Company was, formally superseded on February 238, 

| 1943, by the Rubber Development Corporation. oe | |
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| ments for the construction of this road prior to June 1 he would termi- — 
natetherubberagreement. | co | 

I consider it of the utmost importance that authorization be granted 
immediately for spending premium payments made to date on the 
Cuenca—Méndez highway project. Lowryconcurs. = 

822.6176/31 ao i | a | 

The Secretary of State to the Chargé in Ecuador (Nester) 

| Oo WaAsHINGTON, May 18, 1943—9 p. m. 

379. Embassy’s 423, May 13. While under the agreement Rubber 
_ Development has no specific right to approve or disapprove appli- 
cation of premium payments, it would have a right to object if the 
funds are expended other than “in the development of the production 

| of wild rubber” in Ecuador. In order to avoid disagreements it seems 
desirable to have Rubber Development concur in advance in the 
making of any expenditures of premium payments. Because the pay- 
ments are large compared to those in other countries and the oppor- 
tunities for spending them in increasing rubber production in Ecuador 
are limited, Rubber Development is not disposed to claim a narrow 

or strict interpretation of the provisions of the agreement. Accord- 
ingly, while the direct connection between the construction of the 

- Cuenca—Méndez road and the production of rubber may be open to 
question and hence Rubber. Development might be justified in 
objecting to the proposed expenditure, it has decided not’to do so. 

This decision has been made subject to two conditions: (1) that 
it shall be clearly understood by the Ecuadoran Government that this 

| Government can give no undertaking to assure availability of requisite 
machinery and equipment or engineering or other personnel and 
(2) construction of road will not be permitted by Ecuadoran Govern- | 
ment to draw labor which would otherwise engage in rubber | 
production. = | en . re 

| Rubber Development’s position has not. been influenced by the 
statement of the President as to termination of the agreement. It 
has already agreed to expenditure of $30,000 for a survey of the road 
and had not understood that anything further was contemplated 
pending the outcome of the survey. Me oe | 

Any dissatisfaction with respect to use of the $500,000 development 
fund seems unjustified. Approval has been given by Rubber Develop- 

, ment for expenditure from the fund of over $170,000, and so far as is 
known here few, if any, proposals chargeable against the fund have 
been turned down. oo rs of 

| ee | | | Hui
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811.20 Defense (M) Ecuador/169: Telegram Co : ae | 

The Ambassador in Ecuador (Scotien) to the Secretary of State — 

rr ee —. Qurro, June 17, 1948—5 p. m. | 
| a [Received 10: 22 p. m.] 

528. Reference Department’s 416, May 29, 9 p.m.” After July 1 
the Ecuadoran Development Corporation will commence acting as 
sole purchaser of cinchona bark. Authority is requested for 
Fomento #2 to purchase for its own account any bark of less than 
2% rejected by Defense Supplies,’® such bark to be sold to Argentina 
or other foreign buyer. This would make complete control effective. . 
The agreement provides for free sale of bark not purchased in behalf 
of Defense Supplies. | | 

g22.61/144a | — 

The Chief of the Division of the American Republics (Bonsal) to the 
Ambassador in Ecuador (Scotten) = 

i  Wasrrneron, June 28, 1943. 

Dear Bos: Vicente Illingworth has laid before me a problem of 
some delicacy and difficulty concerning which we would all like your 
advice. According to Illingworth, President Arroyo is convinced | 

| that on the occasion of his visit to Washington he was promised by 
Mr. Welles” a $10,000,000 credit for agricultural development in _ 
Ecuador, the said credit to be over and above any existing commit- 
ments. Vicente states that the President has gone pretty far out on 

| a limb in discussing this more or less publicly since his return home. 
I have gone into the matter very carefully. The fact is that neither | 

Mr. Welles nor anyone else discussed agricultural development in = 
_ specific terms with Arroyo. There was no mention whatever of any 

additional credit. Of course, Mr. Welles and others expressed sym- | 
pathetic interest in Ecuadoran agricultural problems. It was sug- 
gested that should any projects be developed in regard to this subject 

| they might be processed through the Ecuadoran Development Corpo- 
ration which at that time appeared to have ample uncommitted funds. _ | 

| We will not at this time extend a further $10,000,000 credit to the 
Ecuadoran Development Corporation. However, I would like to 
have your views as to the local situation and as to the President’s 
position in order that we may decide what, if anything, should be | 

“Not printed. 7 | cat | 
** Corporacién Ecuatoriana de Fomento. Ce | 
United States representatives were authorized to purchase, at 10 cents a 

pound, cinchona having alkaloids of 2% or above. Ce 
= President Arroyo visited Washington November 23-27, 1942. oo 
Sumner Welles, Under Secretary of State. oe | |
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done. It seems to me, quite frankly, until there is developed some | 
sort of intelligent program for the general development of Ecuadoran 
agriculture with particular reference to production and distribution 
for local consumption the mere granting of credit would not be 

— desirable. 7 ae 
With warm regards, ae OO 

| Sincerely yours, P[utrre|] W. Blonsar] _ 

822.61/145 a | . | 

. The Ambassador in Ecuador (Scotten) to the Chief of the Division of 
| the American Republics (Bonsal) | 

| | es Quito, July 3, 1948. 

| Ee | [Received July 10.] 

Dear Pur: In reply to your letter of June 28, which has just | 
arrived, let me refer you to my letter of July 1,7 addressed to Larry 
Duggan,” on the same subject. Before receipt of your letter, Tewks- 
bury was preparing a despatch (No. 184 of July 3)** giving the news- 

| paper comment which has occurred upon this matter from time to 
time. Although we are sending the despatch up in the regular way, 
a copy is enclosed with this letter for your information. 

Let me say, in the first place, Phil, that I can see no necessity for 
our Government’s extending a $10,000,000 credit either to the Ecua- 
doran Development Corporation, or to the Ecuadoran Government 
as such in order to procure the good will of Ecuador. | 

Secondly, from an economic standpoint, the banks of this country 
are so loaded down with a surplus of dollars that I personally share 
the general view here among thinking people that further extensions 

| of credit would be harmful rather than helpful to Ecuador. This | 
| country can finance its own present crop development program with _ 

its own funds and, in fact, has already taken steps to do so, as you | 
will see from the law reported in despatch No. 164 of June 30,22 which | 
provides that commercial banks are required to invest 15% of their 
portfolio of investments in agricultural loans or to rediscount paper : 
of the Mortgage Bank of Ecuador, which represents loans for agricul- 
tural purposes. a - 
From the political point of view, I do not, frankly, believe that 

President Arroyo has gone very far out on a limb in this matter. The | 
only discussions about it had been those in the press which are en- 
closed herewith.24 You will notice that these articles do not refer to 
it as government credit which has been promised by Washington, but 

21 Not found in Department files. | oe | 
* Laurence Duggan, Adviser on Political Relations. 
*8 Not printed. : : . : 
“Not reprinted. : a |
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rather as an extension of the credit of the Development Corporation. | 
I cannot see that the refusal of our Government to extend further 
credit would be in any way embarrassing to the President. In fact, _ | 
as regards the press angle, you will see from the enclosed leading : 
editorial in Hl Dia of yesterday, regarding the reported $1,200,000 | 
road loan, that the attitude which is taken in at least one section of =| 
the press is that no more dollars are needed in this country. — a : 

The President has not mentioned this subject to me in any way | 

whatsoever and, quite frankly, when the first article in the press ap- | : 
peared about the possibility of a further $10,000,000 credit, both an 
myself and the rest of the staff were completely in a fog as to what 
it referred to. Of course, if the President’s request is turned down, — | 

- TL imagine he will be somewhat miffed, but I certainly do not think 
that his political prestige here . . . will be in any way impaired. 

- Enclosed is a memorandum of a pertinent conversation on July 1” 
with Plauché, the Acting Manager of the Ecuadoran Development | 
Corporation, nna | 

This is a rather hastily written letter, Phil, as I feel that you want | 
me to answer your own letter right away. However, perhaps the gen- 
eral atmosphere which it conveys will be helpful to you. 

Sincerely yours, oo BR. M. Scorren 

822.617/40 oe Bae re ES 

The Ambassador in Ecuador (Scotten) to the Under Secretary of 
EE State (Welles) : oe se 

— oe CO | Qurro, July 28, 1943. 
es ere - [Received August 11.]_ ore 

Dear Sumner: I have sent up in the normal way my despatch 
No. 272 of July 21,” setting forth the extreme irritation evidenced by 
Arroyo regarding the apparent reluctance of the Rubber Develop-. __ | 

ment Corporation to give his Government a free hand in using the 
premium payments on rubber. - - . | 

| It is my understanding that the purpose back of these premium = 
payments was not only to expedite the extraction of rubber but to — | 
create a certain amount of good will. As you will see from my des- 
patch and the previous correspondence about events before I arrived | 
here, the method of handling these premium payments seems to have | 
created everything but good will. _ | og ee, | 

Lowry, the local Rubber Development man, is entirely cooperative. a 
and would like to have this matter handled in accordance with Ar- _ 

- royo’s wishes. There is no trouble on that score, therefore, and it is | 

= Not printed. _ oo aa a | | ANE | 

| | |
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really a Washington problem. Is there anything you can do about 

‘Very sincerely yours, KR. M. Scotrren © 

. 822.6176/37: Telegram | So — 

The Secretary of State to the Ambassador in Ecuador (Scotien) 

oe Wasuineton, August 4,1948—8 p.m. 
| 595. Embassy’s despatch 272, July 21° Lowry’s letter to Rubber 

| Development of July 22.2 As outlined in Department’s telegram 
379, May 18, it is understood here that this Government has no right. 

under the rubber agreement with Ecuador to give prior approval or 
disapproval of expenditures of premium funds. However, under 
agreement with other countries containing similar provisions it has — 

| been considered desirable for the governments of the producing 
- country and of this country to consult in advance in order to obviate 

| any disagreement as to whether any proposed expenditure is. within 

the terms of the agreement and hence not subject to objection from 
us. Since Illingworth while Minister of Finance had on several occa- 
sions consulted with Rubber Development representatives on ex- 
penditures of premium funds it was assumed that the Ecuadoran 
Government wished to follow a similar course, which appears obvi- 
ously to be designed to promote harmony in the execution of the 
rubber agreement. Projects which may be undertaken are likely to _ 
require machinery and equipment and personnel from this country, | 
and prior consultation with respect to proposed expenditures will 
elicit information as to their availability. Moreover, in view of their 

oe familiarity with the rubber program in Ecuador as a whole, Rubber 
Development representatives should be particularly fitted to advise. 
as to the contribution which proposed projects may make to rubber _ 
production. If, however, it is the wish of the Ecuadoran Government 
that these funds should be spent without prior reference to the Em- | 

bassy or the Rubber Development Corporation, naturally this Gov- 
ernment will interpose no objection. a oe 

| It is believed by Rubber Development that Illingworth may not 
have understood fully the point of view of Rubber Development as 
outlined in his conversations with its officers during his visit. Their 
inquiries were intended to be directed solely to the questions of the 
relation of the proposed Ibarra—Succumbios road to rubber produc- 

*In a letter of August 11 the Under Secretary of State informed the Am- 
bassador that telegram No. 595, August 4, infra, answered this letter in general. 

| 7° Not printed. | : 
°° Presumably this refers to telegram No. 648, July 22, 1 p. m., in which Lowry 

(go2.61/10 7) non on negotiations by Illingworth on the premium fund
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tion, of the effect of the road construction on the availability of labor : 
for actual rubber tapping, and-of the necessity for materials, equip- : 
ment and personnel from this country. Such inquiries are natural 
under the system of prior consultation which Rubber Development _ : 
understood was being followed. Mr. Ilingworth’s original proposal | 

- contemplated that the surveying and construction would be under-. | 
taken by an United States firm, and this did not originate with Rub-. | 
ber Development. The Export-Import Bank came into the picture _ | 
only because of Ilingworth’s request that, after construction of the | 
two proposed roads had been mutually agreed upon, Rubber Develop- | 
ment should agree to permit the pledge of premium funds paid and 

| to be paid to guarantee the interest on and amortization of a loan | 
from the Export-Import Bank to finance the cost of construction of | 

_ the Cuenca-Méndez and Ibarra-Succumbios roads. —™S 
It is suggested that you confer with the President along. the lines 

of the foregoing, with which Rubber Development concurs. Please 
keep Lowry fully informed. ts ee : 

811.20 Defense (M) Ecuador/301. : | a | ee yy, 

Lhe Ambassador in Ecuador (Scotten) to the Secretary of State 

No.462 =  .. . Qurro, September 16, 1943. 
a [Received September 24.] _ | 

Sir: With reference to the Embassy’s telegram No. 814 of September 
- 16, 10: 00 a. m.,** from Rainey to Scheuer, O.E.W.,” I have the honor | 

_ to report that President. Arroyo. del Rio called me on Monday, Sep- 
tember 18 and requested that I come to his office to discuss questions = 
which have arisen concerning the Quinine Agreement. When I ar- 
rived at his office I found Mr. Kinnear of the Ecuadoran Development _ 
Corporation, Senator Miguel Heredia Crespo* and his manager, — 
My. Ariziga. - oe | age 
~The President was in a very belligerent mood and he made it per- | 

_ fectly clear that he was thoroughly dissatisfied with the manner in — 
which provisions of the Quinine Agreement were being carried out. 
He stated that if the Defense Supplies could not comply with the pro-_ 
visions he felt that the Agreement should be canceled and Ecuadoran _ 
producers be free to sell where they saw fit. Oe Oy | : 

The President then proceeded to list the principal shortcomings 
: with reference to the Quinine Agreement. ope | 

“Not printed. | fe _ So | 
“ Froelich Rainey and Sidney Scheuer were officials of the Office of Economic | Warfare, which superseded the Board of Economic Warfare.  =§=§=s——its—«w | | 
** Edwin Kinnear, Manager of the Hcuadoran Development Corporation. | 
* See telegram No. 41, January 19, p. 285. , | | 

461~-035—64——20 | | |
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1. He pointed out that paragraph 1 (c) states “If Supplies should 
not wish to purchase this type of bark, the seller is authorized to dis- - 
pose of it freely”.. He explained that Senator Heredia had offered 
a large quantity of cinchona bark to the Development Corporation 
but that since the analysis showed less than two per cent the bark had 
been. rejected. He also stated that the Corporation had refused to 
release the bark in order that Mr. [| Heredia?] Crespo might be free 
to dispose of it as he saw fit. He also indicated that Mr. Crespo had 
received offers from Argentina and that the action of the Development. 

_ Corporation was seriously prejudicing the very substantial investment 
which Senator Heredia had made. oO - , 

2. The President then called attention to paragraph 2 (a) (vii) 
which provides for the establishment within six months of proper 
facilities for analyzing the quinine and alkaloid content of cinchona | 
bark and for making full and final payment for all bark thus analyzed. 
He pointed out that 1t was more than six months since the Agreement 
was signed and that thus far this provision had not been met. 

3. He then referred to paragraph A which provides for the estab- 
lishment of an efficient processing plant and said that so far as he 
knew nothing whatever had been donein thisconnection. _ Ss 

I was not sufficiently familiar with the details of the Quinine pro- 
gram to enter into the discussion of specific points and informed the 
President to this effect and stated that if there has been a failure to 
conform to the terms of the Agreement, I would do everything possible 
to see that such deficiencies were corrected. Mr. Kinnear attempted to 
clarify one or two points which the President brought up but he was 
in such a state of annoyance that it was utterly impossible for Mr. 

| Kinnear to make any explanation whatever. | 7 
Following the meeting with the President, I held several con- 

ferences with Messrs. Kinnear, Rainey and Tewksbury regarding the 
provisions of the Agreement and progress which has been made to 
comply with these. After some discussion it was felt that bark which | 
was rejected by the Defense Supplies Corporation because it contained 
less than two per cent crystallizable alkaloids should be held by the __ 
Ecuadoran Development Corporation for disposal as indicated by the 
seller, either to consumers in Ecuador or in export markets. It was 
clear that the second point raised by the President was an entirely _ 

| justifiable complaint. Mr. Rainey pointed out, however, that within 
the past week or ten days sufficient technical help has arrived and 
that his office has adequate facilities for making final analyses of 
cinchona bark. He stated that it would be possible, if necessary, to 

- commence immediately to make the final analyses and to pay the full 
hundred per cent price for bark on the basis of these analyses. It 
was realized that authority should probably be secured from Wash- 
ington before taking this step but in view of the President’s attitude 
and the necessity for some immediate action, I felt that this con-
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cession should immediately be made since we clearly have not complied 7 
with the provisions of the Agreement. pe 

Mr. Rainey explained that prior to the establishment of any process- 
ing plant, some information was essential as to the extent of cinchona | 
stands, the type of bark available, et cetera. He indicated that the | | | 
primary investigations have now been completed and that he and a 
Mr. Kinnear have already requested that technical assistants be sent | 
to Ecuador as promptly as possible to assist in determining the type | : 
of plant which should be erected in Ecuador. 28 OE ga © | 

On September 15 I again called on the President with Messrs. | 
Kinnear, Rainey and Tewksbury. I explained that as far as the 
rejected bark of Senator Miguel Heredia Crespo was concerned, we — 
felt that the Corporation should act as agent for the seller and that 
if it were to be exported, the Development Corporation was the sole 
entity having authority to undertake this. In this connection para- - 
graph 8(6) was quoted. The President very emphatically took — 
exception to this statement. He insisted that the statement “in no 
case shall exports be permitted after June 30, 1943 of cinchona bark 
or its products” referred exclusively to the contracts existing previous 
to the signature of the Agreement. In other words, the quoted clause _ 
referred exclusively to paragraph 3(6). EET : 

After some discussion of this point I explained that it was essential | 
that there be some control exercised which would prevent the ex- ae 
portation of bark containing over two per cent crystallizable alkaloids _ 
by those holding bark which had been rejected by Defense Supplies. Oo 
The President agreed freely that there must be a rigid control. In _ | 
the case of the consignments of Heredia Crespo held by the Corpora- 
tion, the President said that since this bark was in the warehouse of 
the Corporation it could be shipped to its warehouses in Guayaquil 
and delivered directly to customs for exportation. He further stated | 
that he was in entire agreement that all bark desired by the Defense : 
Supplies Corporation should be delivered to it. He further stated 
that such measures of control as Defense Supplies and the Ecuadoran — 
Development Corporation desired would be put into effect to insure 
that no bark was exported in excess of two per cent except by | 
Development Corporation. © pgs oe : 

| It may be that some authorities in Washington will raise a ques- 
tion as to the President’s interpretation of the contract as refers to 

_ the exportation of bark by private entities. There are a number of —— 

conflicting clauses in the Agreement. One says that bark rejected | 
, by Defense Supplies may be disposed of freely. Another (paragraph | 

| 2, (b)) states that the Agency “will be the sole and exclusive pur- 
chaser” and a third says that in no case shall exports of cinchona bark — | 
be permitted after June 30 except by the Agency. Due to the am-
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biguities, the President’s interpretation must undoubtedly be ac- 

cepted but I believe that his willingness to provide adequate controls 
| is a sufficient safeguard. — re Oo 

| At that point Senator Heredia Crespo who had been waiting in 
the anteroom was called in and the President carefully explained that 

as provided in the terms of the Agreement, he would be authorized 

_ to sell his bark freely if the Defense Supplies Corporation rejected it. 
The President explained, however, that since some companies might 

a be tempted to export bark of over two per cent, mixing this with © 
rejected bark, it would be necessary to institute rigid export controls. 
He also made it very clear to Mr. Heredia Crespo that regardless of | 
analyses which he might obtain, the analyses made by Defense Sup- | 
plies must rule with reference to acceptance or rejection of any 
specific lots of bark. | Oo 7 oe | 

Although Senator Heredia Crespo apparently was not completely 
satisfied with the decision, the President gave the impression that he 

| considers the difficulties with Heredia Crespo settled and that he~ 
would support the Corporation and Defense Supplies in this matter. 
He stated, however, that his one interest was to avoid difficulties and 
to see that Defense Supplies received the bark it desired. He pointed 
out that if there was bark which was unacceptable to Defense Supplies 
he wanted to see this moved in order not to prejudice Ecuadoran in- | 

terests by having the bark frozen. Senator Heredia Crespo has 
apparently invested some six hundred thousand sucres in bark, much 
of which is definitely of an inferior quality and unquestionably in- 

| cludes some lots previously rejected by Defense Supplies. He is ap- 
parently much worried for fear that he will not be able to dispose of 

| it without substantial loss. ee - | 
The President appeared to be satisfied when he was informed that 

there are now adequate facilities for analyses of bark and full pay-_ 
ment on the basis of these. _ a a a 

The President was likewise satisfied with my explanation of what 
| had been done thus far looking toward the establishment of a process- | 

ing plant. I explained that both Mr. Rainey and Mr. Kinnear have — 
specifically requested that a technical expert be sent to study this 
problem and I suggested that possibly the Ecuadoran Government 

would like to name an expert who might consult with the one to be 
sent from the United States. The President appeared to be pleased 
with this suggestion. | 7 ee | | | 

While it now appears that the immediate dissatisfaction of the 
President has been dissipated, the threat of a recurrence of this will 
remain unless every effort is made to comply strictly with the pro- 

| visions of the Agreement as far as obligations of the United States 
' are concerned. The President has a very legalistic mind and is ex- 

| 
|
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tremely keen. Possibly as the result of previous difficulties in con- | 
nection with the Rubber Agreement, he seems to be suspicious of the | 
good faith of our Government in fulfilling its obligations. Whether : 
the failure to do so has been due to negligence or other reason, it is 
definitely true that with respect to both the Rubber and Quinine : 

_ Agreements, there have been clear cut failures to meet our obliga- / 
tions. Under the circumstances I feel that Mr. Rainey did the only | | 
thing which could be done in agreeing to make full payment for bark = = 
on the basis of his analyses and in admitting that private sellers could | | 
export with the proviso that adequate controls would be established. an 

Respectfully yours, =” R. W. Scorren 

822.154/470 | | | a 

The Ecuadoran Ambassador (Alfaro) to the Secretary of State | 

: : | [Translation] | a : | 

No. 166 — a Wasuineton, October 12, 1943. 
_ Mr. Srcrerary: By the Agreement dated October 28, 1940 between 
the Government of Ecuador and the Export-Import Bank of Wash- | 
ington,* the latter established in favor of the Government a credit of | 
one million one hundred and fifty thousand dollars ($1,150,000), of 
which nine hundred thousand dollars ($900,000) were allotted for the 
financing of the Pan American Highway in the zone included between a 
thecitiesof Cuencaand Loja. sits ae a 
_ Inasmuch as this sum came to be entirely invested, there was signed, | 
on the 26th of January, 1943, a new Agreement between the Govern- | 
ment of Ecuador and the Export-Import Bank of Washington,®* by 
which the amount allotted for the financing of said highway was _ 
increased by two hundred thousand dollars ($200,000) .27 | 

_. [am informed by the Ministry of Finance of Ecuador that the sums 
of money: allotted for the above-mentioned highway are nearly ex- 

_ hausted, and that, in order to finish it, there will be needed, according 
_ to the estimates made, an additional new fund of one hundred and 
thirty thousand dollars ($130,000). - | | 
With these antecedents, I have instructions from my Government to | 

request Your Excellency to be kind enough to recommend to the | 

Export-Import Bank a favorable resolution of the request which the : 

* Not printed; for negotiations leading to this agreement, see Foreign Rela- | 
tions, 1940, vol. v, pp. 874 ff. : | | 

Not printed. | - | 
“The Vice President of the Export-Import Bank of Washington, in a letter | 

of August 24, 1943 (822.154A/22), transmitted to the Department copies of an | 
agreement of July 15, 1943 (not printed), whereby a credit of $1,200,000 was 
provided for another section of the highway from Tambo to Guamote and a 
‘new road from Tambo to Alfaro. , a | se
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Government of Ecuador is now formulating for an increase of one 

hundred and thirty thousand dollars ($180,000) in the amount al- 
lotted to the highway program according to the Agreement of 

October 28, 1940 which was amended January 26, 1943.55 _ | 
On this occasion I ought to comment on the importance which the 

above-mentioned highway has for the economy of Ecuador and partic- 
ularly for the development of the southern provinces and the con- 
clusion of which, that will definitively be effected by means of this last 
loan, is of vital importance for the utilization of the sections which 
have been constructed up to the present. 

I thank Your Excellency in advance for the attention which you 
may be kind enough to lend this request and I take this opportunity 
to repeat the assurances of my highest esteem. a 

EE Oo ©. E. Auraro 

| | 822.50/200: Telegram — | 

| The Ambassador in Ecuador (Scotten) to the Secretary of State 

| eee Qurro, October 15, 1943—2 p. m. 
a ae 7 [Received 9:25 p. m.] 

908. For Pierson * Export Import Bank from Moore * and Mer- 
sereau.* Upon arrival Guayaquil [lingworth who has remained 
here informed us of his irrevocable resignation because of malad- __ 
ministration by the management of the Corporation.” Upon the 
installation of the sessions October 11 the Ecuadoran directors stated 
that the Government was dissatisfied with the present management 

| and wanted at least an Ecuadoran assistant general manager. Presi- 
: dent Arroyo wanted to see the entire board that afternoon as well as 

the American Ambassador. | ae | 
Reference is made to the Embassy’s despatch No. 517, September 

29, 1943,*° and for the conference with the President reference is made 
to Embassy’s despatch 568, October 12, 1943.44 The President noti- — 
fied the directors and the Ambassador that he desired Ecuadoran 

| participation in the management and mentioned an Ecuadoran co- 

manager. At the following sessions of the board we pointed out 

% The Commercial Attaché in Ecuador indicated in despatch No. 750, Novem- | 
ber 29, 1943, that the Export-Import Bank had given its approval on October 22 
to this increase (822.154/375). Da ite 

* Warren Lee Pierson, President, Export-Import Bank. 
“Ross E. Moore, Assistant Director of Office of Foreign Agricultural Rela- 

tions, Department of Agriculture, and a Director of the Ecuadoran Development 
Corporation. | : | ar | 
“James F. Mersereau, General Counsel and, Representative of the Bank in 

Eeuador, and Director of the Ecuadoran Development Corporation. | 
| “ Rubber Development Corporation. . | | , 

* Not printed. | | CS co a | 
| “Not printed; it reported that President Arroyo charged that the Corporation 

had produced no tangible results (822.50/289) . |
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° that the President’s suggestion involved a fundamental change in the ! 
principle of the Corporation which would require negotiations be- 

| tween the respective Governments. We offered as our personal view | 
the impracticability of divided functions between the Ecuadoran and | 
American co-managers. The Ecuadoran directors were fully in — : 
accord. We indicated that our Government’s reaction would prob- 

ably be in favor of a wholly Ecuadoran entity both directorate and | 
| management. This was unsatisfactory to the Ecuadoran directors — | 

| who requested us not to inform Washington until they had an oppor-_ | 
tunity to discuss the matter with the President alone. The Ecuadoran 
members met with the President on the 30th and reported that the 
President. was still of his original view regarding co-management 
as reported in Embassy’s despatch 568, October 12 and insisted upon — | 
American participation on the board. The Ecuadoran directors 
stated that the President really wanted full managerial control. | 

The Ambassador and ourselves met with the President yesterday. | 
‘We explained to the President that we were unable to meet his view, 
as regards co-management and that we were prepared to recommend ~ | 
to Washington that if any change were made in the Corporation the | 
latter should be set up as an entirely Ecuadoran entity with appro-_ 
priate US control over disbursement of funds. The President imme-— 
diately asked whether this involved cancellation of the credit. We 
replied that we had not considered this possibility. The President 

_ said that although he still preferred the retention of the American | 
directors nevertheless he would be agreeable to a purely Ecuadoran | 

| entity if the credit were continued. We informed him that we would — 
of course transmit his suggestion as to co-managers but would also | 
convey our own views and would await instructions. He agreed. — 

_ The Ambassador and ourselves upon consideration of the whole sit- 
uation here feel that a reorganization is not only desirable but neces- 
sary and that a purely Ecuadoran entity would relieve the United 

_ States of further operational responsibility. [Moore and Mersereau.] _ 
| ee ES | Re | ae - Scorren | 

-102.8951/1077: Telegram i * | 

_ The Ambassador in Ecuador (Scotten) to the Secretary of State | 

ee —-—-- Qurro, October 19, 1943—noon. 
| ogee Sete ee [Received 7:05 p. m.] 

| _ 915. For Bicknell,** Rubber Development, from Lowry.. Yesterday | 
_ Fomento directors passed resolution for cancellation effective Novem- 

J, W. Bicknell, Vice President of the Rubber Development Corporation. —
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ber 20 of agreement with United States dated October 17, 1942 4* for 

management $500,000 development fund. Kinnear advises in addition 
to returning United States management of unexpended balance of 

| $500,000, Fomento will (1) return to United States as much of road 
and trail building equipment as has been delivered to them; (2) pay 

United States for radio equipment now on order when it arrives; 
(3) return unexpended balance of $10,000 delivered to Fomento from 
$500,000 fund for operation Fomento Rubber Department; (4) pay 

United States in cash for merchandise as it arrives. We understand 

cancellation of agreement of October 17 is acceptable to President | 
and we expect to work closely with him on expenditure of balance of 

| fund. Fomento has virtually ceased expenditure of development 

fund and has no program for unexpended balance. Fomento has no | 
department adequate for operation of organizations on projects and 
terms specified by United States. | | | 

_ Furthermore future policies of Fomento appear very uncertain in 
view of persistent demands in the press for reorganization. In view 

of entire situation and the fact that Fomento has delivered to date 
; only 20 tons of rubber consider it most’ desirable to accept Fomento’s 

suggestion in order that program can proceed as rapidly as possible 
and free of extrinsic problems. We believe we can make satisfactory 

| arrangements to continue in one way or another features of Fomento 

. rubber program which we consider’ desirable. This applies chiefly to 

Oriente operation. In order to avoid delays in program and to con- 
clude this matter while directors are here please rush cable authorizing 

| us to execute agreement with Foniento as outlined above. The Am- 

bassador agrees with me that procurement program for rubber could 
best be served by accepting this decision of Fomento and carrying 

out the proposed liquidation. [Lowry.] = = © oe 

| 

822.50/290 : Telegram mo - wn | 

The Acting Secretary of State to the Ambassador in Ecuador 

| | _ (Scotten) | 

-- -‘Wasurneton, October 22, 1948—10 p.-m. | 

796. For Mersereau from Pierson. Refer your telegram No. 908 

: October 15. Pending a full understanding present situation it is im- 
| possible to reach any decision. Believe it would be impractical to at- | 

tempt solution prior to your return to Washington which should be as 
goon as conveniently possible. . . .. You may inform Ecuadorans that 
suggestion that authority be divided between two co-managers has not 

“Not printed. ne |
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been favorably received in Washington and that both Eximbank and : 

- State Department firmly convinced that such plan is infeasible. | 
| Without formal presentation to Ecuadorans be prepared upon return : 

to give us your views upon which of the following two plans might : 
be acceptable to Ecuadorans. 1. Eximbank would consider making | 
corporation wholly Ecuadoran entity although in such case Eximbank | 

would desire employment of (a) Kinnear or other qualified technician | 

as Agricultural Consultant, (>) qualified engineer to act as Consult- — | 

ing Engineer and (c) qualified Comptroller. As in other instances | 

Eximbank would retain right of final: approval on all projects sub- 
mitted. Eximbank would have no objection to having one or more ) 
Americans on Board of Directors in such case. 2. Complete dis- 
solution of corporation and transfer of balance of credit to govern- | 
ment to finance projects to be passed on by jointly chosen Consulting 

Engineer and approved by Eximbank. Either of foregoing alter- 

natives would involve closer scrutiny of projects and probable _ 

curtailment of types of projects acceptable to Eximbank.. [Pierson.] 

| oo | —— STETTINIUS | 

102.8951/1408b: Telegram ~ ee Lee sete eye 8 Mr Says ae os 

The Acting Secretary of State to the Ambassador in Ecuador 

— Wasarneton, November 6, 1948—11 p. m. 
839. For Lowry from Rubber Development Corporation. Pro- 

posed liquidation agreement with Fomento*’ appears satisfactory — 
_ provided we are correct in our, understanding that all commercial = => 
advances to Fomento have. been repaid in full “ and that Paragraph 1 
of Liquidation Agreement applies only to nonreimbursable advances, 
the expended portions. of which will be chargeable to Development 
Fund, and that the unexpended balance will be returned to RDC to 
again become part of Development Fund. However, formal approval , 
of Liquidation Agreement cannot be given until next meeting of Di- 
rectors scheduled for November 10th.° Cable whether our under- | 

| standing iscorrect. [Rubber Development Corporation.] == 
| re ——  Srerrrnrus 

“See telegram No. 915, October 19, noon, from the Ambassador in Ecuador, 

P ethe Ambassador indicated that this was correct in his telegram No. 978, 
November 8, 1943 (102.8951/1842). | ea | 

*In telegram No. 852, November 11, 1948, the Department informed the Am-. | 
bassador that the Directors had approved the agreement (102.8951/1435h).
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822.50/818 : Telegram — - oe - area 

_ ‘The Secretary of State to the Ambassador in Feuador (Scotten) 

a Oe WasHiNneton, November 25, 1943—7 p. m. 
886. Please get in touch with Kinnear and inform him that the 

Department and the Bank and Ross Moore do not feel that any sub- _ 
stantial change should be made in the structure of the Development | 
Corporation at this time. We believe that the President of Ecuador 

is now in agreement with this point of view and wishes Kinnear to 
| remain as General Manager and to have an Ecuadoran appointed 

Assistant Manager. The Department and the Bank are willing to- 
appoint Chiriboga as Assistant Manager if this meets with the Presi- 
dent’s approval. We feel that the above represents the best solution 

to the present difficulties and wish you to urge Kinnear to stay on as 
General Manager. If you can persuade Kinnear to remain as General | 
Manager on this basis please take the matter up with the President 
and endeavor to get his approval to Chiriboga’s appointment.” 

| - | Hun 

EFFORTS OF THE UNITED STATES AND ECUADORAN GOVERNMENTS _ 
TO CONTROL FINANCIAL TRANSACTIONS INVOLVING THE AXIS™ 

811.515/1953: Airgram : : ge 

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

nn eee : Qurro, April 30, 1943—5 p. m. 

ee 0 ere | _ [Received May 6—noon. | 
A-221. Reference Department’s circular airgram of April 7, 8:10 

pm,” regarding the restrictions on remittances of United States 
| currency. re : a ee oe | 

This matter has been discussed in detail with the Minister of Fi-- 
nance ** who raises no objection to the proposed plan and makes no 
requests for exceptionsinthecaseofEcuador. Bn 

The Executive Decree issued on August 12, 1942, prohibits the ac-. 
ceptance of United States dollar currency from all sources after Sep- 

tember 30, 1942. No deposits of dollar currency held by firms or in- 
dividuals were permitted after that date with the Central Bank or 
any other institution for forwarding to the United States. In view of 

° The Ambassador reported in his telegram No. 1039, December 1, 1943,2 p.m. 
that Kinnear had agreed to remain as general manager of the Corporation for 
a time, but in his telegram No. 1106, December:-18, 11 a.m., he indicated that 
Chiriboga had declined the appointment by the President as assistant manager 
(822.50/321, 327). 3 | | | | 

** Continued from Foreign Relations, 1942, vol. v1, pp. 415-427. | 
“Not printed; it proposed fixing a date after which United States currency 

deposited in the American Republics for collection would be presumed to be 
Axis-tainted (811.515/1911b). | : 

* Vicente Illingworth Yeaza. | |
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the broad character of the Executive Decree and the publicity which | 

has previously been given to it, it is not felt that there is any necessity 

for a statement by the Central Bank such as was indicated in the De- | 

partment’s circular airgram, since the Central Bank has accepted | 

no currency during the past seven months. | | : 

A translation of the Executive Decree of August 12 was enclosed | 

with the Embassy’s despatch No. 3393 of August 14, 1942,°* entitled | 

~ Ecuadoran Regulation of United States Currency Transactions. , | 

| es SE EL ga tag Lone | | 

840.51 Frozen Credits/10678 : Telegram a | eres oe | | 

The Ambassador in Ecuador (Scotten) to the Secretary of State | 

J — Qurro, June 11, 19438—9 p. m. 

re SR SI, - [Received June 12—12:05 p. m.] | 

516. Reference Embassy’s monthly reports on operations of freez- 

ing control and other communications regarding draft of new refer- 

ence control decree under consideration by Ecuadorean Government. a 

The President * today signed.decree number 854 which supple- — 

ments and amplifies number 171 and which the Embassy considers 

satisfactory. It gives power to the Minister of Hacienda to carry 
out most of the important measures suggested in the draft decree and 

specifically the power to suspend or prohibit transactions and con- 

tracts by persons on the Proclaimed List and to vest, administer, — | 

liquidate or transfer properties belonging to such persons. No pro- | 

- vision is made for implementation of resolutions 2,3 and 4 of the 

- Washington Conference on Systems of Economic and Financial 

Control.* OE Deo eee 

No specific arrangements have been made as yet for regulations of | 

decree or administration’s organization. Embassy will urge ade- | | 

quate implementation the developments. = | a | 

Decree number 854 is brief and completely different in form from 

the draft submitted to the Department with Embassy’s despatch No. > 

8721, November 4, 1942,°" and the Embassy was not shown the new 
form before the third signed. > ee i AS Lo 

Copy of new decree with comments will be presented to the De- 
partment by airmail. a ES | eo ee oo 
Repeated to Guayaquil. - i gSeitrage 

* Not printed. _ nee gh ce ok et 
® Carlos A. Arroyo del Rio. | | | 

For text of these resolutions, see Pan American Union, Congress and Con- 
ference Series No. 39: Finat Act of the Inter-American Conference on Sys- 
tems of Economic and Financial Control (Washington, 1942) ; for correspondence 
concerning this Conference, held at Washington June 30-July 10, 1942, see . 

Foreign Relations, 1942, vol. v, pp. 58 ff. wt eye a 
* Despatch No. 3721 printed in Foreign Relations, 1942, vol. v1, p. 420; enclosed _ , 

draft not printed. | — |
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840.51 Frozen Credits/10772:Telegram ee 

Lhe Ambassador in Ecuador (Scotten) to the Secretary of State 

| ee Qurro, June 25, 1943—3 p. m. 
: | | _ [Received 9:08 p. m.] 

552. Reference Embassy’s despatch No. 80, June 14 °° and Depart- 
ment’s instruction No. 1578, December 14, 1942 * regarding Economic 

Control Decree No. 854. Sg con od 

. The Ministry Finance is drafting plans for forced sale of Saice and 
Kcupetrol and similar action expected for Casatagua properties. _ 
Some outside financing will undoubtedly be required by local inter- 
ests in one or more of the cases. Instructions are requested as to 
whether the Export-Import Bank will undertake directly or through 
the Ecuadoran. Development Corporation the necessary financing to 
eliminate Axis interests and to facilitate nationalization of Proclaimed 
List properties. Kinnear © and [lingworth are now in Washington 

_ and it is hoped that a decision can be reached and a method of pro- 
cedure established prior to Kinnear’s return to Ecuador. =. 

840.51 Frozen Credits/10772: Airgram Be ge . 
The Secretary of State to the Ambassador in Ecuador (Scotten) 

: os  Wasuineron, July 20, 1948—6: 00 p. m. 

A-561. Reference your telegram no. 552, June 25, 1948: The pos- 
sibility of Export-Import Bank financing for Ecuador will be dis- 
cussed with officials of the Export-Import Bank. In this connection, 
you should consider the terms of the circular instruction of June 18, 
1943, regarding United States financial assistance to eliminate un- 
desirable ownership and control from Proclaimed List firms. | 

As is indicated in the circular instruction of June 18, 1943, it. is 
considered desirable that local interests acquire the ownership of Pro- 
claimed List properties which are sold. However, should circum- 

: stances warrant such a step, the Department will not object to the 
: participation by United States private capital either on a minority: 

ownership basis and/or a management fee basis. More extensive 
participation by United States capital may be approved incases where 
it appears to be necessary. é oo | - : 

It would be desirable to report the nature and extent of the out- 
side financing which will probably be required. In regard to Saice, 

Not printed. | | | | | | | 
_” Foreign Relations, 1942, vol. v1, p. 422... o a 
Edwin Kinnear, American Manager of the Ecuadoran Development 

Corporation. oo
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you are informed that A. E. Whitehouse and Co., Inc, of 90 Broad | 

Street, New York City, has expressed interest. Whitehouse and Com- ; 
-’ pany has been informed that the policy of the Department is to favor | | 

local acquisition of Proclaimed List properties, but that if local capital | : 
is not interested, the Department has no objection to participation | 
by the United States concern on the basis outlined above. :



| EL SALVADOR : 

AGREEMENT BETWEEN THE UNITED STATES AND EL SALVADOR 
WITH RESPECT TO THE APPLICATION OF THE UNITED STATES SE- 

LECTIVE TRAINING AND SERVICE ACT OF 1940, AS AMENDED, TO 

SALVADORAN CITIZENS RESIDING IN THE UNITED STATES 

[For text of the agreement, effective May 15, 19438, through an . 

exchange of notes signed at Washington April 8 and May 14 and 31, 

19438, see Department of State Executive Agreement Series No. 325, 

or 57 Stat. (pt. 2) 982.] | a a 

AGREEMENT BETWEEN THE UNITED STATES AND EL SALVADOR EX- 

TENDING THE AGREEMENT OF MARCH 27, 1941, RESPECTING THE 

| DETAIL OF A MILITARY OFFICER TO SERVE AS DIRECTOR OF THE 

MILITARY SCHOOL AND OF THE MILITARY ACADEMY OF EL 

SALVADOR | 

[For text of the agreement, effected by exchange of notes signed at 

| San Salvador March 25, 1943, effective March 27, 1948, see Department 

of State Executive Agreement Series No. 316, or 57 Stat. (pt. 2) 928.] 

| AGREEMENT BETWEEN THE UNITED STATES AND EL SALVADOR CON- 

TRACTING FOR THE DETAIL OF A MILITARY OFFICER TO SERVE AS 

DIRECTOR OF THE MILITARY SCHOOL AND OF THE MILITARY 

ACADEMY OF EL SALVADOR a 

[ For text of the agreement, signed at San Salvador May 21, 19438, © 

effective May 21, 1943, see Department of State Executive Agreement | 

Series No. 328, or 57 Stat. (pt.2) 1000.00 - 

OPPOSITION BY THE DEPARTMENT OF STATE TO REQUESTED SALE 
of OF MACHINE GUNS TO EL SALVADOR | | 

816.24/705 ee | oon 

The Chief of the Division of the American Republics (Bonsal) to the 
Assistant Chief of the Division (Cabot) | 

| : an [WasuNneron], July 9, 1948. 
| Mr. Cazsor: Commander Parker spoke to me this morning about 

the interest of the Salvadoran Military Attaché, whose name, I believe, 
is Barén, in obtaining 1,000 submachine guns. May I have your views 

308 - |
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| on this? Itseems to me to be a rather considerable order of an article | : 

- which has played a sinister role in Central America. __ | | : 
a | | thay Puitre W. Bonsan~ , 

— 816.24/706 Be ge 8 Co 
The Assistant Chief of the Division of the American Republics | 

-. (Cabot) to the Chief of the Division (Bonsal) | 

Bo a _ [Wasurneron,]. July 12, 1948. | 
Mr. Bonsat: Neither Mr. Tomlinson? nor I know anything about — | 

| the Salvadoran request for 1000 submachine guns, and Mr. Orme | : 

Wilson * is also uninformed regarding it. Could it possibly refer to | 
_ the Salvadoran desire to get some rifles? The Central Americans | 

| always seem to want the latest semi-automatic type. - | | 

_ I seem to be in a pugnacious mood these days. With due apologies, : 
I wonder whether the time hasn’t also come to modify our lend-lease : 
policy towards the other Republics. — igo ee PAR | | 

Our policy would originally appear to have been motivated by the _ | 
following basic considerations: _ a 7 | oe | 

| 1. By giving the other Republics an assurance of security and sup- 
port, we wanted to line them up on our team. | 

2. We wanted them to have the means to suppress local fifth 
- column movements. | | - | 

3. We wanted them to be in a position to beat off enemy forays, | 
and to delay more serious thrusts. oe a | , 

Since the establishment of our policy, the validity of all three of 
these considerations has been 99 percent eliminated by the course | 
of events. As suggested above, the arms are likely to be used for a 
very different purpose than they were intended—not one consonant 
with our basic political policies or agreeable to the American taxpayer. 
And as you pointed out some time ago, the mere fact of the distribu- 
tion of these arms is tending to stir up international suspicions. _ oe 
An important corollary to our lend-lease policy in this hemisphere 

has been our uniform refusal to give anything but direct military aid 
through lend-lease. But, given the above circumstances, could we | 
not now reverse ourselves and fulfil the commitments already em- _ | 
bodied in lend-lease agreements by delivering articles the use of which 
would be to our mutual long-term advantage, for example, road- — 

| building machinery? The consent of the other Republics would of 
course have to be secured, but I should think they might be willing 
to substitute a shiny new bull-dozer for a shiny new howitzer, and it 

, John D. Tomlinson, of the Division of the American Republics. _ 
* Department Liaison Officer with the War and Navy Departments.
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seems to me that this would be a neat way to get ourselves gracefully 
out of our commitments. This would of course have to be done either 
within the existing law or through an amendment to it, and might 
enable us to cut down our total commitments very considerably 
while assuaging any hurt feelings in the other Republics at not 
getting their lethal toys. | | oe a 

Attached is a memorandum from the Salvadoran Embassy request- 
ing permission to purchase some road equipment to be used on the 

| maintenance of the Inter-American Highway, as mentioned in my 
“previous memorandum.’ The Army favors this request. Wouldn’t 
this be a good point to start? a | 

816.24/620a: Telegram So Oo a | 

The Secretary of State to the Ambassador in El Salvador (Thurston) 

| a -  Wasuineton, July 20, 1943—4 p. m. 

150. The Coast Guard has been requested by the Salvadoran Mili- 
tary Attaché to sell 1,000 surplus submachine guns to the Salvadoran 

police. | a an Oo | 
Please ascertain very discreetly as much as you can concerning the 

background and motives of this transaction and report by cable. | 

| OO ne | - How 

| 816.24/622 : Telegram oO - | | | 

The Ambassador in El Salvador (Thurston) to the Secretary of State — 

| San Sarvapor, July 21, 1943—noon. 
: | | [Received 9:51 p. m.] 

189. Department’s 150, July 20,4 p.m. The Subsecretary of Na- | 
tional Defense states that an order for 1000 sub-machine guns has been 
placed with the Harrington and Richardson Arms Company 
Worcester, Massachusetts, upon the recommendation of the Sal- 
vadoran Military Attaché. He added that this equipment is required 
by the national guard (about 800 men) and army officers, to replace 

~ obsolescent guns. He made no mention of a request for such material 
addressed to the Coast Guard. Se | 

As the Department is aware from my reports, it appears to be the 
intention to amend the Salvadoran Constitution to facilitate General 
Martinez continuation in the Presidency for a. fourth term. It is 

possible that opposition to this plan may develop and that this particu- 
lar type of weapon may be desired for the repression of civil disorders. 

* Neither memorandum printed. |
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I have requested the Military Attaché* to investigate through _ | 

different channels and I shall forward his report by airgram. | 

| oe  Trursron ? 

816.24/708 ER SSE ae es | | | 

Memorandum by the Liaison Officer With the War and Navy Depart- | | 

ments (Wilson) to Lieutenant Colonel N. A. Costello, Operations - 

Division, War Department we | | | 

| Oe oe _ [Wasutneton,] July 23,1943. | 

Referring to your recent telephone conversation with Mr. Key’ _ | 

concerning a request made by the Salvadoran Military Attache that 

the Salvadoran Government be furnished with 1000 Reising sub- { 

machine guns plus ammunition and parts under Lend-Lease, it would | 

be appreciated if the War Department would obtain the views of | 

the Commanding General, Panama Canal Zone,’ as to the desirability 

or not of acceding to this request in the light of present conditions in | 

Salvador and neighboring areas. ee | 

There are attached, for your information, the texts in paraphrase. | 

of telegrams on this subject exchanged between the Department and — | 

the Embassy at San Salvador® Se | | 
on ERIS Mae) pee Orme Witson- 

816.24/710 | Sn - DE = we | : 

| Memorandum by the Acting Liaison Officer With the War and Navy | 

Departments (Key) to Rear Admiral W. O. Spears, Director, Pan | 

American Division, Office of Naval Intelligence, N avy Department | 

GEER gay SORE A [Wasuineton,| August 16, 1943. | 

| - In compliance with the request contained in your memorandum of = | 

July 14, 1943 1° there are returned herewith the original letters from the | 

Navy Department’s files pertaining to a request of the Government of : 

| El Salvador for sub-machine guns. > ao CESS YE | 

The Department has given careful consideration to the factors : 

underlying this request and has come to the conclusion that it would | 

be undesirable to furnish any of these sub-machine guns to the Gov- | 

ernment of El Salvador. — | oo | | | 

_ %Maj. Charles P. Baldwin. : oo ee | : 

7David McK. Key, Assistant Liaison Officer with the War and Navy | | 

Departments. — SES, wok, op BB | 

SLt. Gen. George H. Brett. No reply from General Brett has been found in | | 

- Department files, but see reference to his recommendation in memorandum | 

of August 16 by the Acting Liaison Officer, infra. eg | | 

, ® Telegrams Nos. 150 and 189, p. 310. . Oe | | 
Not printed. = | ne | 

461-035—64——21 (Ps |
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| - The Department’s position is in part based on an emphatic recom- 
mendation by General Brett against compliance with the Salvadoran 
request. | | 

In these circumstances, it [is] the earnest hope of this Department 
that the Navy Department will not accede to the request made by 
Major Baron in his letter of June 8, 1943 addressed to Vice Admiral 
Waesche@ - | 

| | | | | ~ Davip McK. Key 

_ EFFORTS TO READJUST EL SALVADOR’S PETROLEUM ALLOTMENT 

| 816.51/11538: Airgram - | | | 

The Ambassador in El Salvador (Thurston) to the Secretary of State 

a a oe | Saw Sarvapor, May 11, 1948. 
a , . | [Received May 183—4 p. m.] 

| A-142. Embassy’s telegram No. 131, May 7,4 p. m. [a. m.] 12 Sefior 
R. Arturo Bustamante, Subsecretary of Finance, called at the Em- 
bassy this morning to inform me of the objectives of the Economic 
Mission to the United States, of which he is the head.” 

With respect to the Mission’s activities in Mexico, Sr. Bustamante 
stated that they will consist of an effort to obtain petroleum products 
there (in connection with which he said Guatemala is now receiving 
Mexican gasoline which is not being deducted from its American 
quota) ,’* and also the removal of certain restrictions now imposed by 
the Mexican authorities upon the transit of Salvadoran coffee overland 
to the United States. a 

| In Washington the secondary objective of the Mission will be to | 
_ obtain for El Salvador a larger quota of American gasoline and petro- 
leum. products required in part to meet the demands of the mining 
industry here. | | | - She, OH, a 

, The major purpose of the visit to Washington, however, is to take up 
with the American authorities the question of the Salvadoran external : 
debt. Sr. Bustamante stated that he hopes to receive the Department’s 
support of a proposal for revision of the Salvadoran debt. Although 

: he did not explicitly so state, I received the impression that the pro- 

“Letter to Vice Adm. Russel R. Waesche, Coast Guard, not found in 
Department files. . ae SO 
Not printed. “as! . SE 

- “Under date of May 7, 1943, the Government of El Salvador appointed R. A. 
. Bustamante, Victor C. Barriere (Director General of the Budget), and Francisco 

Alfredo Mejia (Member of the Committee for Economic Coordination of El 
Salvador) delegates constituting an Economic Mission to the United States. _ 
“For mention of Mexico’s petroleum exports to Central America, see letter of 

August 31 from the Ambassador in Mexico to the Assistant Chief of the Division of 
the American Republics and instruction No. 4606, October 23, to the Ambassador 
in Mexico, pp. 463 and 465, respectively. | | ,
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posal he will present will follow very closely the outline of the memo- 

randum enclosed with the Embassy’s confidential despatch No. 324 of 

April 28.% | 
| THURSTON | | 

816.6368/Tla: Airgram 

The Secretary of State to the Ambassador in El Salvador (Thurston) : 

| | WasHincton, May 31, 1948—6:30 p.m. | 

A-250. There is being sent you by airmail a copy of a statement *° | 

showing sales of petroleum production for consumption in El Salva- | 

dor as compared with estimated requirements in accordance with the | 

pool formula.1?7 From this statement for El Salvador for the 3) _ ) 

months ending March 1943, it is abundantly clear that rationing in 
El Salvador is not only failing to effectively keep petroleum consump- | 

tion within the quota but that, in addition, total over-all tonnage | | 

made available for this country has been exceeded. —=s_—> | 

It is obvious that this situation cannot continue without developing ) 

petroleum shortages. You should therefore immediately take this | 

up with the appropriate El] Salvadoran authorities, and strongly urge | 

that the necessary steps be taken to bring consumption within the 

supplies available to El Salvador. Sn | 

The El Salvadoran authorities should be warned of the gravity of 

the situation and informed that if they run out of supplies by exceed- | 

ing the quantities allocated to them, there can be no dependence upon | 

the pool making up deficiencies. You should stress that the tanker 

situation continues to be restricted and that sight must not be lost of 

the fact that all deliveries are subject to the exigencies of war. a 

: aca Hon 

BN ot printed; for correspondence 
on the Mission’s negotiations concerning , 

settlement of the Salvadoran external debt, see pp. 329 ff. a | 

5 ia printed ; it was transmitted with Department’s instruction No. 191, June a 

at A quota of 40 percent of 1941 consumption, plus war essentials, and such : 

- additional amounts as could be proved to be absolutely necessary to prevent 
serious economic dislocation and which could be supplied by available trans- | 

portation facilities. 
a Se
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816.6363/82 | 

Memorandum of Conversation, by the Assistant Chief of the Division 
of the American Republics (Cabot) 

— ee: [Wasuineron,] June 16, 1943. 
Participants: Sefior Bustamante, Salvadoran Mission | 

| _ Sefior Mejia, Salvadoran Mission. | 
Sefior Vega-Gomez, Salvadoran Embassy 78 | | 

. Mr. Sappington, AP | | 
- Mr. Nuland, AP? a 

| Mr. Cabot, RA - ae Oo 
I accompanied the Salvadoran Economic Mission to a meeting in 

the Petroleum Adviser’s office to discuss the Salvadoran Governments 
request for additional (over quota) allotments of petroleum products. 
Sefor Mejia, speaking for the rationing authority in El Salvador, 

| began by saying that the rationing authority had made every effort _ 
to maintain consumption within quota limits, that they had received __ 

| numerous commendations for the manner in which they had done 
this, and that they were consequently somewhat surprised just before — 
leaving to hear that we had complained that they were running over _ 

: their quota. A very friendly conversation followed in which it ap- 
7 peared that while Salvador had overconsumed in some products, over- 

consumption had been balanced by underconsumption of gasoline. __ 
The Salvadorans said that when their mission asked for an ad- 

) ditional allotment (which had been granted) to move the coffee crop 
| they had overlooked certain other essentials at other seasons, for 

, example, gasoline for the cotton industry, and asked if we could give 
equally favorable treatment to such cases. Mr. Sappington then 

_ advised the Mission of preliminary allotments for war essential and 
economic essential uses which had been approved by the Essentials 

| Requirements Committee on the basis of information sent by our 
Embassy in San Salvador. From the conversation which followed, it 
was not possible to make a careful study of the extent to which these _ 
allotments would meet the full Salvadoran needs. The Salvadoran 

_ Mission consequently said that they would study the matter carefully 
_ and probably get in touch with us again in a day or two. 

Sefior Bustamante raised the question of fuel for the maintenance of 
the gold mines, It was pointed out that the gold mines in the United 
States had been closed down, and that we had severely restricted. 
supplies to the Nicaraguan gold mines in spite of their importance to 

+* Felipe Vega-Gémez, Attaché. | 
* James C. Sappington, Assistant Chief, Office of the Petroleum Adviser. 
*L. H. Nuland, Executive Secretary of the Inter-departmental Essentials 

_— peamrements Committee and representative of the Petroleum Administration
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| the economy of the country. Sefor Bustamante explained that the | 
gold mines in El Salvador actually produced about 40 times as much | 

_ silver as gold by volume, but that they would flood if they were not 2 
kept pumped, and that one section of El Salvador largely depended | 
on them for its livelihood. Mr. Cabot said that he was not very — ) 
hopeful that anything could be done to secure critical materials for | 

Salvadoran gold mines. sits - : _— 
| Although there were points of disagreement during the conversa- | 

tion, it was entirely affable and each side at the end seemed fully to | 
understand the other, sis | ee eee 

| ae fan Joe AaB ea June28and29, | 
| _At subsequent meetings, the Mission again requested an additional | 

allotment for the cotton industry. In this connection, the Mission | | 

- pointed out that the seasonal allotment for last season for the coffee | 
industry had not been entirely utilized since the Salvadorans had | 
looked upon the allotment as for use only until the end of the calendar | 
year. Thus, with a late crop, Salvador had used regular quota oil for | 
coffee needs in the new year. Also the Mission stated that the gold __ 
mining industry would be put on a quota (40%) basis for oil needs.2!_ 
On the basis of the arguments advanced, an additional 1000 barrels of ne 

_ oil was approved for the remainder of 1943 for the cotton industry, : 
which amount it was estimated, when added to oil saved from the re- 
duction of the gold mine requirements, would put the industry on a 
current basis regarding needed oil supplies. - | BR. | 

816.6868/77 sae | 
The Ambassador in El Salwador (Thurston) to the Secretary of State 

ee” re [Extracts] 7 - : ee 

No.478 San Satvapor, June 19, 19438. | 
| Og Ba | _ [Received June 25.] 

Sir: I have the honor to refer to the Departments airgram No. 
A-250 of May 31, 1943 (6:30 p. m.) and instruction No. 191 of | 
June 2, 1943,” concerning the statement of the Petroleum Supply 
Committee for Latin America showing that sales of petroleum prod- 
ucts for consumption in El Salvador as compared with estimated | | 
requirements for the first three months of 1943 had exceeded the quota. - 

As reported in the Embassy’s airgram No. A-185 of June 4, 1948,22 | 

21On the basis of the Nuland formula for petroleum distribution, industries , | 
considered non-essential to the war effort were granted 40 percent of normal 
consumption. — : Be oe | 

Latter not printed. | aE Vee 7 | 
| 23 Not printed. — oe Ea Te I e | 

|
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and in compliance with the original instruction, the Department’s 
_ views were transmitted at once, informally, to the Salvadoran Sub 
Comité de Combustibles and, formally, to the Salvadoran Minister 

| of Foreign Affairs. In reply, the Embassy has now received a com- 
- munication from the Sub Comité de Combustibles and a copy, in the 

original Spanish, is forwarded herewith. - 
| [Here follows in translation the Sub Comité’s communication of 

June 8 to Ambassador Thurston explaining El Salvador’s excess. 
. petroleum consumption. | | 

I had occasion to call on the Minister of Foreign Affairs on June 10 
in connection with another matter. He brought up the subject of the 
Embassy’s note regarding Salvadoran excess consumption of petro- 
leum products and stated that he had been requested by the Minister 
of Finance * to say to me orally and informally that out of deference _ 
to the Embassy the official reply to the Embassy’s note above cited 
would be perfunctory, but that in fact the Government associated 

| itself fully with the terms of the communication addressed to the 
Embassy on June 8 by the Sub Comité de Combustibles. I replied 
that I understood that perhaps the Embassy’s note was a bit firm 

. in tone, but that after giving thought to the matter I had decided that 
I would address it to the foreign office nonetheless. I added that it 
seemed to me likely that when the matter had been gone into 
thoroughly it would be found that certain corrective measures would 
have to be taken here in order to ensure the continued supply of 
petroleum products required by El Salvador and I pointed out that 

| according to reports that had been brought to the Embassy, one of 
| the major defects in the present system is the lack of adequate control | 

over governmental withdrawals, | | | 
In despatch No. 463 of June 15, 1943,?” the results of a thorough 

| analysis of the statement of the Petroleum Supply Committee on | 
petroleum consumption in El Salvador were reported. In brief, this 
report shows that national sales for the first three months of the 

| current year in the Republic had exceeded the quota by only 3.7% 
and that appreciable excesses, if any, had occurred only in the special 
allotments for essential industries and activities. A large part of the 
overconsumption computed in this category was due to an error in the 
allocation of gasoline and diesel oil for moving the local coffee crop 
on a basis of average monthly consumption rather than on specific 

| monthly consumption for the crop season. This error alone accounted © 
: for a large part of the alleged overdrawals, and the balance was due 

*¢ Airgram No. A—250, p. 313. | . 
> Ambassador Thurston, on June 3, addressed a letter on this subject to the 

Salvadoran Minister for Foreign Affairs, Arturo Ramon Avila. 
* Rodrigo Samayoa. | 
Not printed. |
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to extra gasoline, diesel oil and fuel oil for the construction of the | 

Pan-American Highway and for the use of the International Rail- 
ways of Central America, both uses of special interest to the United. | 
States Government. In view of these considerations, it seems doubtful Oo 
whether or not El Salvador’s excess consumption of petroleum prod- ) : 

ucts for the first three months of 1948 was really of a serious nature. | 

| Since this period, however, that is during April and May, over- : 
drafts on petroleum products for “national sales” have steadily — : 
mounted and have reached a cumulative total of 2,294 barrels. It = = | 
is believed that this excess consumption can be offset only by rather | | 
drastic measures. The note of the Sub Comité de Combustibles, | 
although courteously worded, gives no assurance that such measures | 
will be taken, indeed it seems to indicate that this body is entirely | 
unwilling to curtail consumption further. BS | | 

Since the inception of its rationing system the Government of El ! 
Salvador has maintained that consumption of kerosene, the principal — | 
means of lighting for the masses of the rural population, could not be , 
cut much below normal levels and that ample supplies of diesel oil | ) 
were basically essential to the economy of the country for urban and 
interurban passenger and produce transportation. To provide these 
supplies, then, a policy of drastic curtailment of motor gasoline | 
consumption ** in order to allow for almost normal consumption of | 
kerosene and diesel oil was adopted, and this policy was reasonably 
successful until about. the end of March 1948. Since then undercon- 
sumption of gasoline has not offset overconsumption of the other two 
products. . oe | | 

Respectfully yours, . , 7 Water THURSTON 

816.6368/75 : Airgram | Be a | 

The Secretary of State to the Ambassador in El Salvador (Thurston) | 

| | | Wasuineton, July 1, 1943—2 p. m. 
A-286. Your despatch no. 381, May 19; A-155, May 25; and A-212, _ 

June 12, 1943.29 The following memorandum has been handed to the 
Salvadoran Economic Mission: *° _ | - | 

“As the Salvadoran Economic Mission is aware, careful considera- | 
tion, in the light of the continuing serious tanker situation, has been 

*sThe Ambassador in El Salvador, in a section of this despatch here omitted, | | 
praised the curtailment program, stating that nearly 50 percent of all private oe 
cars had been denied gasoline altogether and that the remaining private automo- 
biles were being allotted the barest minimum. He added, however, that gasoline 

_ for government official and unofficial cars had been curtailed scarcely at all. | 
-*° None printed. , | on a Se 

: * The Mission arrived in June, following a brief stay in Mexico. = |
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given by the Essentials Requirements Committee to the statement 
regarding Salvadoran Consumption and requirements for gasoline and 
diesel oil which was furnished the American Embassy at San Salvador 

| by Sefior Alfredo Mejia. The additional memorandums, presented by 
| the Mission in regard to this subject, have also received most careful 

7 consideration. = | | re ee — 

“The following table sets forth the amounts of petroleum products 
| which had already been scheduled to be supplied to El Salvador for 

the year 1943 for war essential uses : — 

| a Ce Aviation. Motor Refined Gas Fuel. Buls. 42 
Oo “os. Gasoline Gasoline Oi «OU Oi - Totat 

| Military _.--.------.---. 1,400 5,400 — a 6, 800 
Commercial Airlines-____ 3,500 100 — — — 3,600 | 

| Bunkers ~~~ eee — —_— 200 10,000 10,200 
| Pan-American Highway_. — 2,200 0 — | —_— — 2, 200 

| Coffee Industry____._-__. — 7,900 — 11,300 — = 19,200 
L.R.C.AY eee 300. — 500 98,000 98, 800 
Sisal _.------.-------.--_ — | 100 — 800 _ 900 
Total Essentials 1943___-. 4,900 16,000 — 12,800 108,000 141, 700 | 

“The memorandums from the Salvadoran Economic Mission request — 
additional amounts of gasoline and diesel oil for highway construction. 

| Requirements for petroleum products for the construction in El Sal- 
vador of strategic highways will be supplied on a war essential basis, 
and all such requirements should be transmitted through the Salva- 
doran Pool Committee to the Petroleum Supply Committee for Latin 

| _ America, which will make the necessary amounts available. In this 
connection, it will be noted that the above table already lists an esti- 
mated quantity of 2,200 barrels of gasoline for the Pan-American 
Highway. rr Oo oo 

- “Additional quantities of gasoline totaling 1,302 barrels of 42’s and 
- additional quantities of diesel oil totaling 968 barrels of 42’s will be 

| supplied to El Salvador for the period May 1 to December 31 for the 
following war essential uses: | ee OES Bbls. 42’s 

. Gasoline Diesel Oil 

Coffee eee 99T 759 | 
Civil Aviation._____.__-__--._-_------------. 42 © | 
I.R.C.A.------------------------------- 178 : 209 
Rubber ------+------------~-------------- - 97 | a 

Roselle (Defense Supply Corp.) ----------~- 16 | _ | 

Total -_---_------------------------ 1802 968 
“Moreover, additional global allotments of 1,208 barrels of gasoline 

and 1,673 barrels of diesel oil will be supplied to E] Salvador for the 
7 period requested by the Mission, that is, from May 1to December 31, _ 
- _ 1943, for purposes essential to the economy of El Salvador. While © 

these allotments are subject, as in the case of the 40 percent quota, to 
such allocation as the Salvadoran authorities may see fit to make, they 
are made available because of such needs as those of the Salvador 
Railway and Agencia Salvadorefia (truck service to the port of La 
Libertad), the requirements for which, as given in the statement from 
Sefior Mejia, were fully included. = © i 

po “With respect to the Mission’s request, contained in its memoran- 
| dums,?? that an additional quantity be made available for the Inter- 

, _ * International Railways of Central America. | 
® Not found in Department files. | | |
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national Railways of Central America, it is pointed out. that the new 

allotments for war essential uses include 178 barrels of gasoline and : 

909 barrels of diesel oil for that railway. ee eee | if 

“Tt is noted from the Mission’s Memorandum that, in accordance : 

- with the conversation between the Mission and officers of the De-- 3 

partment, a statement concerning the kerosene requirements of El | 

Salvador will be transmitted through the American Embassy at San | 

Salvador. This statement of requirements, when received, will be | 

given the most careful consideration.” _ Be 

The Supply Committee for Latin America is being instructed to | 

make available to El Salvador the additional new allotments as set 

forth in the above memorandum, and the Salvadoran Economic Mis- : 

sion has been advised that the contents of the memorandum would be 2 | 

sent to you. oo eee . - : 

The question of establishment, in accordance with supply pool | 

principles, of a supply pool committee has been discussed with Sr. | 

- Bustamante. Since the Inter-American Petroleum Supply Pool is - 

a collaborative endeavor among the participating countries, itis con- 

sidered. advisable that each such country establish a pool committee | 

consisting of representatives of the government and of the petroleum 

companies supplying the country. ~ These committees are national | 

committees of the participating countries and are in no sense subcom- 

mittees of the Petroleum Supply Committee for Latin America. The 

latter committee makes supplies available in accordance with instruc- > 

_ tions based on supply pool principles, and does not formulate policy 

in regard to the operation of the pool. The national pool committee 

should collaborate with the Petroleum Supply Committee for Latin 

America in regard to petroleum supplies and with the rationing and 

- other interested agencies of the local government. ee ee 

‘The advisability of formalizing the Salvadoran pool committee 

along the foregoing lines was suggested to Sr. Bustamante, who indi- | | 

cated his agreement. It was requested that you also discuss this 

matter with the appropriate Salvadoran authorities. _ | OT BE 
With reference to our A-250, May 31 and your A-185, June 4,” 

we have considered with the Mission the question of Salvadoran ra- 

tioning of allotments available to Salvador. This examination with | 

the Mission of consumption as compared with allotments during the 

first 4 months of 1943 indicates that the rationing of gasoline by | 

Salvadoran. rationing authorities has been very good, the amount | 

saved more than offsetting the over-consumption of gas oil and kero- 

sene. In this connection, as you know, within its total allotment a | 

country may substitute more of one product for less of another. The _ 

over-consumption of fuel oil apparently has been in the war essential | 

category, which of course is not subject to rationing, and indicates 

Latter not printed. LE Og AS | |
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either that needs have been underestimated or that consumption has | 
been at a rate greater than actual needs. From information con- 

| tained in your A-155 * it appears that excessive quantities may have 
been allotted to essential requirements. 

| On the basis of the foregoing, the Mission was complimented on _ 
_ the fact that in general Salvador appears to have done good work in 

rationing during the first four months of this year. You should, 
however, continue on appropriate occasions to urge that this good 
work be continued and that rationing be kept strictly within available __ 
allotments. The Salvadoran authorities must continue to keep clearly 
in mind that the tanker situation continues serious and that all deliv- | 
eries are subject to the exigencies of war. | : 

| | oo | HU | 

816.6368/75: Airgram Oo ne 

Lhe Secretary of State to the Ambassador in El Salvador (Thurston) © 

| ~Wasuineron, July 7, 19483—5:30 p. m. 
A-297. Department’s A-286, July 1, 1948. After receiving the 

Department’s memorandum of June 25, which was quoted in the air- 
gram under reference, the Salvadoran Economic Mission requested 
an additional 100,000 gallons of diesel oil for the cotton industry for 

| the 6 months’ period May 1 to September 30. The Mission stated that 
the total requirements for the cotton industry amounted to approxi- — 
mately 132,000 gallons but that the remaining 32,000 gallons would be 
supplied from the 40 percent quota. The Mission further stated that 
the requirements for the mines would be reduced to 40 percent of 

| consumption, that is, from about 25,536 gallons to 10,214 gallons per 
| month, thus saving 15,322 gallons per month, © 9 3 | 

_ It was realized that, while over a period of time this savings would 
take care of the estimated needs of the cotton crop, this would not 
be accomplished during the remainder of this year. After discussions 
with the Mission on the basis of the information presented, with | 
account taken of your recent pertinent despatches, the decision was 
reached to supply a further 1,000 barrels of oil to Salvador during 
the remainder of the year in order that the needs of the cotton industry 

| can be covered on an approximately current basis. Accordingly, the 
following supplemental memorandum, which revises as indicated the 
Department’s memorandum of June 25, was handed to the Mission 
on June 30: | ES 

| “Reference is made to the memorandum from the Salvadoran _ 
Economic Mission dated June 28, 1943,25 in which an allotment of 

* Dated May 25, 1948, not printed. | | | 
* Not: found in Department files. :
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| diesel oil in addition to those set forth in the Department’s memo- 

randum of June 25, 1948, is requested to take care of the needs of the 

Salvadoran cotton industry. Most careful consideration has been _ 

given to this request in the light of the pertinent information con- _ | 

tained in that memorandum and the previous memorandums from the | 

Salvadoran Economic Mission and account has been taken of the facts _ | 
presented orally by the Mission in regard to this matter. As a result : 

| of this consideration an additional allotment of 1,000 barrels of diesel : 

| oil will be supplied to El Salvador during the remainder of this year | 
in view of the requirements of the cotton industry. _ 

| “As the Mission has requested in paragraph numbered 3 under the , 
heading ‘Remarks’ in its memorandum of June 28, 1948, the quan- , 
tities of 176 [778] barrels of gasoline and 209 barrels of diesel oil listed ) 
in the table on the third page of the Department’s memorandum of : | 

— June 25, which are being supplied because of the needs of the truck | 
service associated with the International Railways of Central America | 
and not for the railway, will be removed from the war essential classi- | 
fication and added to the global allotments made available for pur- | 
poses essential to the economy of El Salvador. | Co 

“As a consequence of the foregoing, the global allotment of 1,208 | 
barrels of gasoline, given in the Department’s memorandum of June 
25, 1943, will be increased by the addition of 176 barrels to a total of | 
1,384 barrels. Similarly, the global allotment of 1,673 barrels of 
diesel oil will be increased by the addition of 209 barrels and 1,000 bar- - 
rels to a total of 2,882 barrels. The total new allotment for war 
essential uses, as stated on page 3 of the Department’s memorandum ~ 
afore-mentioned, should be reduced accordingly to 1,126 [1,124] bar- 7 
rels of gasoline and 759 barrels of diesel oil. | a a 
_ “With regard to paragraph numbered 4 in the Mission’s memo- 
randum under reference, the above-mentioned global allotments of | 
1,384 barrels of gasoline and 2,882 barrels of diesel oil are maximum 
amounts made available, in addition to the quota, on the basis of re- 
quirements considered in the light of the supply situation. They are 
subject to allocation by the appropriate rationing authorities but 
should not be exceeded.” | | | 

- [Here follows a paragraph making the two above-indicated correc- 

tions in the number of barrels of gasoline to be supplied.| 

~The Mission referred to the fact that they had applied to the Board 

of Economic Warfare for serial numbers for the mines which would 

enable them to obtain critical materials, and inquired whether oil 

would be made available for any mine which received such a number. 

Sr. Mejia indicated that he had hope only in one case, that of the silver 

mine, of being granted such a number. The Mission was informed | 

that if a serial number was granted in the case of any mine, the neces- 

sary requirements for oil would be met. | | : 

| The Embassy, by its endeavor with the Salvadoran authorities and 

by its reports to the Department, has been most helpful in regard to the 

various recent questions concerning the supply of oil to Salvador.
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816.6363/83 Gs ere 

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

| | a [Extract] a _ | 

No. 692 en aoe Saw Satvapor, August 25, 1943. 
a | [Received September 1.] 

| Sim: I have the honor to refer to the Department’s airgram No. 826 | 
of July 26, 1943 *” and to detail the results of a re-examination of the 

requirements of Ei] Salvador for petroleum products for all agencies, 
| firms and individuals now being supplied on an essential basis. | 

_ As announced by the Department’s circular airgram of July 20, | 
1948,°7 Mr, L. H. Nuland arrived in El Salvador on August 18th. The 
files of this Embassy were made available to him and he was given all _ 
possible information and assistance. His first two days were taken up | 

| by a general study of the petroleum situation and in interviews with _ 
various officials and other individuals interested in the petroleum prob- 

lem. At the suggestion of this Embassy and with Mr. Nuland’s con- 
currence, Mr. W. W. Renwick, president of the Committeeof Economic 

| Coordination then called a meeting of the members of the local pool _ 
| Committee, the local rationing board and the Committee of Economic 

Coordination. An officer of the Embassy was present as an observer. | 
| Mr. Nuland first outlined the petroleum situation and the necessity 

for a re-examination and re-scheduling of the essential petroleum — 
requirements. ‘The meeting was then opened to discussion and each 
essential category was taken up. The following recalculation by 
categories of operations and uses was arrived at: — | 

EL SALVADOR ESTIMATED REQUIREMENTS 

PETROLEUM ESSENTIALS 

oo | Aviation Motor Refined Gas Fuel 
. Gasoline Gasoline O41. OU Oil Totals — 

Military _._-..-_._.___._.. 1,400 1,600 ee te 3, 000 
- Commercial Airlines_____ *3, 500 300 | Se — 3, 800 

| Bunkers_____---_-.--_._. — — — ——-- 200 Tt 200 | 
Pan American Highway. — 6, 000 — ee — 6, 000 
Coffee Industry__...-.. ¢£ 997 — 459. — 1, 756 | 
‘TR.C.A, ~------- eee 300 — ~~ 500 120,876 121, 676 
Sisal... 100 — go — | 900 
Civilian Aviation._._.._.. — AD ee — AQ 

_ Rubber Production-_.._.. — 36 ee — 36 
Roselle Production-__.. — 246 £=— oo — 246 

— Cotton Production___._. — — — $1, 000 _— 1, 000 
Global Allotment__..___. — 1, 886 300  .2, 882 — 4, 568 
Serial Number Mines_._. —  £— eee YD, 476 — 2, 476 | 

: *Excludes U.S. Navy. [Footnotes in the original.] | | 
yAny emergency requirements can be met temporarily from Railway Company Supplies. 

. _¥For months April—October when 1948/1944 coffee crop estimate will be submitted on 
basis of 1942/1943 consumption figures. i oe rn 

§July 1 to December 31, 19438. 3 =— a eee es 
|Last six months of year. | a . 
May ist 1943—December 31st. 1943. a . , . 

- 8 Not printed. | | a oo
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The above new proposed schedule may be compared with the 
schedule given in the Department’s airgram No. 326 of July 26, 1943. | 

__ The following explanatory comments cover only those points wherein if 
the above schedule differs from the original schedule. 

° . ° . . ie ° 

| Conclusion — As lan | . | 

- Mr. Nuland thought that an ample investigation had been made __ 
and that this new schedule, subject to the determination at a later date 

of the estimate of requirements for the coffee industry for the coming =—_—- 
season, represented as just and equitable a scheduling of El Salvador’s 
requirements for petroleum products in the essential categories as : 
could be arrived at in the light of past performance and anticipation | 
of future needs. This Embassy concurs and it is recommended that : 
the new schedule be set up in as close conformity with this proposal 

as possible. | Hr en 
Mr. Nuland’s efficient and effective work during his short stay in El , 

‘Salvador is particularly to be commended and this Embassy has 
greatly appreciated his assistance and cooperation. | a | 

| Respectfully yours, Se - GERHARD GADE 

816.6363/86 Oe oe | 

The Ambassador in —E l Salvador (Thurston) to the Secretary of State | 

No. 839 ERR Saw Sarvapor, October 9, 19438. | 
| — a [Received October 14.] | 

_ Sir: I have the honor to refer to the Department’s airgram instruc- _ | 
tion No. 326 of July 26, 1943, 7:00 p. m.,?* requesting a re-examination oo 
of the requirements of El Salvador for petroleum products for all | : 
agencies, firms and individuals to be supplied on an essential basis,  —s_— 
and to this Embassy’s despatch No. 692 of August 25,1943 written in | 
reply, and particularly to the section on the Coffee Industry appearing an 
on page 3” and the Conclusions appearing on page 6, in which it was _ | 
stated that the question of motor gasoline and diesel oil necessary for __ | 
handling the 1943/1944 coffee crop would require further investigation = | 
and would be dealt with in a subsequent despatch. eS 7 

_-‘The Salvadoran Sub Comité de Combustibles, the local rationing | 
agency, and the local pool committee have now completed their study | 

of the requirements for the coffee season in question, which extends _ | 
from October 1, 1943 to June 30, 1944, inclusive, their report has | 
just been received by this Embassy and it is transmitted in full here- _ ) 
with,* The figures compiled and the conclusions drawn have been | 
investigated by this Embassy in collaboration with Mr. W. W.. | 

“Not printed. oie ee | | 
* This section of despatch No. 692 not printed. | ck |
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Renwick, President of the Salvadoran Committee of Economic Co- 
ordination. It is the opinion of the Embassy that the request for 
984,965 gallons of motor gasoline and 294,744 gallons of diesel oil — 
represents a reasonably just and equitable scheduling of El Salvador’s 

requirements for these two petroleum products for the coffee crop . 
as an essential industry for the period mentioned. It is recommended | 

- that amounts in as close conformity as possible with these estimates 
be set up in the new general petroleum products schedule for El | 

Salvador.*1 — | | a 
Respectfully yours, | Watrter Tuurston” 

INTEREST OF THE UNITED STATES IN THE DISPOSITION OF AXIS 

PROPERTIES IN EL SALVADOR 

840.51 Frozen Credits/10824 | | | 

The Ambassador in El Salwador (Thurston) to the Secretary of State 

No. 498 _ Saw Sarvapor, June 26, 1948. 
| [Received July 1.] 

Sir: There were transmitted to the Department with the Embassy’s 
despatches 169 and 175, of March 10 and March 12, 1943,” draft 
copies of a fund-freezing law and a law governing the sale of prop- 
erties belonging to firms or individuals on the proclaimed list, which 
it was understood would soon be approved by the National Assembly 
and made effective by the Executive Power. | 

‘It recently became apparent, however, that although the proposed 

| laws had been approved by the Assembly, the Salvadoran executive 
| authorities were reluctant, if not entirely unwilling, to put them into 

operation. The Minister of Finance, Dr. Samayoa, with whom Mr. 
Maleady and Mr. Ryan * had several exhaustive conversations on 

| the subject, held tenaciously to the contention that there are grave 
| Constitutional. objections to the contemplated measures, and cited in 

support of his argument the following articles of the Salvadoran 

Constitution: Article 34 (forbidding confiscation and making the 
officials who violate the prohibition responsible both as to their persons 
and properties); 87 (guaranteeing persons as to their life, liberty, 

and property); 89 (trial by previously existing courts under pre- 

viously existing laws) ; 42 (laws not to have retroactive effect) ; 50 
(inviolability of property); and 177 (responsibility of officials for 

“The requested allocations of 284.965 gallons of gasoline and 294.744 gallons 
of diesel oil to be supplied for the coffee crop during the period October 1, 1948, 
to June 30, 1944, inclusive, were reported approved by the Department in its tele- 
gram No. 247 of November 9 to the Embassy in El Salvador (816.6363/91). 

“ Neither printed. 7 
* Joseph BE. Maleady, Vice Consul, and Daniel V. Ryan, special assistant, at 

-the Embassy in El Salvador. . |



| | 

| ae EL SALVADOR 325 | 

crimes—delitos—committed while in office). Attempts to show that 
the Constitutional provisions enumerated need not be construed to i 
prevent the enactment of the desired laws were unavailing, as were 
other points adduced, such as the fact that our own Constitution con- 7 
tains strong prohibitions against the confiscation of property—despite ? 
which, wartime measures affecting enemy alien property in the : 
United States have not been nullified by the American courts—and 
the Embassy’s opinion that even without the enactment of new legis- ft 

lation the desired objectives could be attained under the laws of : 
March 7 and June 4, 1942. — Hear 8 ME 8 | 
When it had become clear that this was the situation, it was decided 

that I should take up the subject. directly with President Martinez 
and accordingly, on June 25, accompanied by Mr. Maleady and Mr. | 
Ryan, I called on the President for that purpose. The Minister of 
Finance and the Minister and Sub-Secretary of Foreign Affairs “ : 
were also present at the interview. | Bs | 

I began the conversation by stating to the President that the fine ! 
cooperation that has been given by the Government of El] Salvador | 
during the past year in connection with the blocking and sale of alien : | 
funds and properties had been greatly appreciated, and that it had — | 
been hoped that this cooperation would carry through to the final | 
accomplishment ef our objective of eliminating Axis interests through | 

: the enactment of certain legislation recently passed by the National _ | 
Legislative Assembly. The. President immediately replied that his | 
Government was confronted in this matter by a problem of Constitu- | 
tionality—since not only the proposed measures but also those of last | 
March and June were unconstitutional and could expose members of | 
the Government, including himself, to punitive proceedings, and that == Ss 

_ the only solution of the problem lay in calling a plebiscite for the  __ | 
purpose of making the necessary amendments to the Constitution. : 

| It is becoming increasingly obvious (and I was informed of the ! 
fact almost by direct assertion a few days ago by Sefior Francisco — | 
Aguilar, a close associate of the President) that it is the intention to | 
bring about General Martinez’ continuation in office for a fourth 
term. Inasmuch as the Constitution of 1939 (itself the product of a 
Constituent Assembly designed to make possible Martinez’ present 
third term) forbids succession in office, the only means by which this 

| plan can be carried out is by another Constituent Assembly and 
change of Constitution. It is to be assumed that the President and | 

_ his advisers would be glad to seize upon our desire to effect the liqui- | 
dation of enemy alien interests in El Salvador as the pretext for con- 
voking a Constitutent Assembly. In view of these considerations I 
promptly and explicitly stated that the convocation of a Constituent 

| “ Arturo Ramon Avila (Minister) and Joaquin Leiva (Sub-Secretary). :
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Assembly and the amendment of the Constitution were matters of 
such an intimately local nature, affecting the sovereign acts of El 

Salvador, that the Embassy could not be a party to, or be put in the 

_ position of being a party to, or responsible for, any action of the kind. 
At this point, Mr. Ryan and Mr. Maleady took up the discussion on 

its factual basis, pointing out that the Salvadoran Government had 
| proceeded with sales of Axis properties for more than one year under 

| their laws of last March and June, and that it seemed inexplicable that 
. the Government should now suddenly discover the constitutional 

hindrances cited, the more so as no challenge has been made in the 
courts. They stated that the American Constitution also prohibits 
confiscation but that we had sold Axis properties already vested and 
that no constitutional doubt on such war measures had ever been 
raised in the United States. The President and the Ministers present 
asserted that their constitutional apprehensions are not based on | 

| doubts but on conviction, and that the only solution was to call a_ 
Constituent Assembly in order to amend the Constitution. — 

President Martinez was pointedly asked whether it. was the continu- 
ing policy of his Government to sell all Axis properties both real and 

| personal. He replied that he would go ahead with such sales, but 
would confine them to stores and similar properties, and would not 
under present conditions endeavor to carry out the sale of agricultural 
properties. No explanation was forthcoming of the distinction drawn 

: between the-sale of stores, for example, and real property—but the 
| President and Dr. Samayoa both remarked that agricultural proper- 

ties can not be sold because the persons in charge of the Real Estate 
Registry Office (Registro de Propiedad Raiz) would not register such 
sales because they would not be constitutional. Dr. Samayoa also re- — 
marked that no one would purchase such properties because of the 
fear that the sale might be classified as illegal by a future government. 

It was apparent that the President and his associates were attempt- 
ing to impress us largely by the vehemence of their assertions and that 
they were uninformed with regard not only to the Constitution of the 
United States, but that of El Salvador: for example, they apparently 
believed that the Constitution of the United States could be modified 
by the Congress alone; also that an Act of Congress in itself was 
“constitutional” and not subject to interpretation by the Supreme 
Court. Furthermore, they attempted to maintain that the Salvadoran 
Constitution does not. grant any powers to the Supreme Court with 
respect to legislative action. Iremarked with respect to this observa- 
tion that I had noticed in Salvadoran legislation that the preamble 
generally contained a clause stating that the opinion of the Supreme 

~ Court had been heard with respect to the proposed legislation and that
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- it was to be presumed that legislation thus reviewed in advance by the  — yxy 

Supreme Court would be in conformity with the Constitution, and it 

was admitted that this is true—but that it would not absolve the Gov- | 

ernment from the Constitutional penalties previously mentioned. | 

At the conclusion of the interview I stated to the President that I 

believed the situation was that the Salvadoran Government had under- 

. taken and would continue the blocking and sale of enemy alien firms, - : 

~_- but that it had come to be of the opinion that its action in this respect 

was unconstitutional and that a means would be sought to overcome 

this difficulty. I stated again that insofar as a plebiscite or modifica- : 

tion of the Salvadoran Constitution was concerned, the matter was | 

definitely one of the exclusive sovereign concern of El Salvador in - 

| connection with which the American Embassy could assume no re- 

sponsibility of any kind. The President stated that that was the 

situation. — | a 
- Respectfully yours, ss WALTER THURSTON © 

840.51 Frozen Credits/10824. a | — 

The Secretary of State to the Ambassador in E'l Salwador (Thurston) | 

No. 259 —, Wasutneron, J uly 27,1948. | 

: Sir: The Department has received your despatch No. 498, June 26, | 

1943 in which you describe a conversation which you had with the | 

: President of El Salvador and other Salvadoran officials with regard to | 

the possibility of the liquidation, pursuant to proposed Salvadoran a | 

legislative action, of Axis interests on the Proclaimed List. | — | 

The Department is gratified to note that you were careful to state to | | 

the President that the amendment of the Salvadoran Constitution is a_ , | 

_ matter to which the Embassy could not be a party. The Department | 

considers that questions of the amendment and interpretation of the — : 

Salvadoran Constitution are internal matters regarding which this | | 

Government and its officials should under no circumstances express an | 

opinion. While the Department wishes to see the Washington and Rio | 

de Janeiro economic warfare resolutions ** implemented by appro- | 

priate legislation in the respective American Republics, and wishes | 

those Republics which have hitherto failed to enact such legislation to | 

be discreetly urged by our missions to do so, it does not wish United | | 

“Kor text of the resolutions of the Conference held at Washington June 30- ! 

July 10, 1942, see Pan American Union, Congress and Conference Series No. 39: _ | 

Final Act of the Inter-American Conference on Systems of Economic and Finan- : 

cial Control (Washington, 1942). For correspondence concerning this Confer- | 

ence, see Foreign Relations, 1942, vol. v, pp. 58 ff. For text of the resolutions of | 

| the Third Meeting of Foreign Ministers of the American Republics, held at Rio | | 

de Janeiro, January 15-28, 1942, see Department of State Bulletin, February 7, , 

— 1942, pp. 117-141. For correspondence concerning this Conference, see Foreign | 

Relations, 1942, vol. v, pp. 6 ff. | | | — | 

| ——-- 461-085—64—-22 a | | a |
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States officials to insist upon the enactment of specific legislative pro- 
visions. Moreover, in view of the satisfactory progress which has 
been made in the development of economic warfare controls in El 
Salvador, there does not appear to be any pressing practical necessity 
for such insistence. The foregoing, of course, is not intended to inter- 
fere with the excellent informal cooperation and consultation with 
Salvadoran officials which has been mutually sought, concerning the 
administration of the Salvadoran controls now in effect. — | 

You are requested to bring the Department’s instructions to the 
attention of the members of the Embassy staff. | 

Very truly yours, | For the Secretary of State: 
|  Dran ACHESON 

| 740.16112 RP/5 | : : : — 

Lhe Ambassador in El Salvador (Thurston) to the Secretary of State 

No. 1080 : _ Saw Satvapor, December 16, 1943. 
_ [Received December 21.] 

Subject : Developments in connection with sale of Proclaimed List firms 
In El Salvador. | 

Sim: I have the honor to refer to the Embassy’s strictly confidential 
despatch No. 966 of November 16, 1948,** with this same heading, and - 
to report that Dr. Rodrigo Samayoa, Minister of Finance, at the sug- 
gestion of President Martinez, has informed the Embassy that he is _ 

__ preparing a list of Germans still residing in El Salvador and will sub- 
mit it to the Embassy with a request that all of these persons be in- 
cluded in the Proclaimed List. Dr. Samayoa was advised that it will 
not be possible for us to request the listing of such persons unless there 
is sufficient proof available in each instance to warrant such action on 
our part. | | a Be 

| Here follows a brief report on the possibilities of a constitutional 
amendment that would authorize wartime expropriation by the Sal- 
vadoran Government of enemy alien property in El Salvador.] | 

Respectfully yours, _ -, - Waurser Tuurston | 

“ Not printed. | |
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INFORMAL ASSISTANCE BY THE DEPARTMENT OF STATE TO REPRE- | | 

SENTATIVES OF THE HOLDERS OF SALVADORAN BONDS UNDER THE - 

LOAN CONTRACT OF JUNE 24, 1922% 7 | | 

816.51/1118 | | 

The Bondholders Protective Committee for the Republic of El | 
| Salvador * to the Secretary of State . : 

a . New Yors, December 238, 1942. 
| [Received December 26. | 

Sir: The Committee desires to call your attention to the fact that : 
the Republic of El Salvador has published, in the Diario Oficial of 
November 30th last, a Decree providing for the repatriation of ap- _ 
proximately $1,523,000 principal amount of various issues of its | 
foreign bonds at a price of approximately 20% of par value. The — 
Committee has reason to believe that the parties who sold these bonds 
to the Government acquired them at an average price of not much 
over 10%. oe | | 

In view of the fact that the Republic has failed to provide funds 
| to meet the service on its foreign debt since January 1st, 1938, on the | 

grounds that the general economic situation of the country has pre- | 
vented the Government from complying with these obligations, the 
Committee is seriously concerned at the implications of this proposal. : 

It is the opinion of this Committee that any funds the Republic 4 
| may have available for debt payments should be first applied to the | 

_ Jiquidation of the interest. due, and that the diversion of funds for | 
extinguishing obligations of this character when they have been in | 
default for many years, and as a consequence selling at very low levels, | 
constitutes a reprehensible practice and evidences a lack of good faith 
on the part of the Republic towards its creditors. : Se | 

Some 3000 bondholders represented by this Committee have shown _ | 
considerable patience over a 4-year period in the belief that the | 
Salvador Government would eventually carry out the repeated assur- | 
ances it has given them to the effect that service on the foreign debt | | 
would be resumed the moment its financial situation permitted the | 

Government to do so. From the facts presented herein it would | | 
appear that the confidence of the bondholders in the assurances of the — | 
Salvador Government has not been warranted. a, | 

| The Committee considers the facts presented herein constitute a | 
violation of the Loan Agreement of 1922,” with respect to which the | 

“ or previous correspondence, see Foreign Relations, 1938, vol. v, pp. 561 ff. | 
* With headquarters at 30 Broad Street, New York, N.Y. | 
“For correspondence concerning the loan contract entered into by the Gov- | 

ernment of El Salvador and Mr. Minor C. Keith on June 24, 1922, see Foreign. 
Relations, 1922, vol. u, pp. 885 ff. For details concerning plans for proposed | | 
Departmental cooperation with bankers in the undertaking of foreign loans, | 
see ibid., vol. 1, pp. 556-558. |
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Department of State undertook certain responsibilities, and of the 
Readjustment Agreement of 1936.° _ oN age ee 

_ It, therefore, is submitted that said facts fully warrant representa- 
tions on your part to the Government of El Salvador as constitut- 
ing a breach of faith to the citizens of the United States and to the 

| British holders of these bonds. Oe | 
Respectfully submitted : | : 

) | JOSEPH CARTER 
| , a | | Secretary | 

816.51/1147 oe i | 
Memorandum by the Assistant Chief of the Division o f the American 

Republics (Cabot) 

oe [Extracts] oe Oo | 

pe [Wasuineton,] April 8, 1943. 
| I have examined with some care the files relating to the Salvadoran 

loan negotiations of 1921-1923. . . . es | 

(4) The State . Department was copiously consulted during the 
_ negotiations. It acceded to the inclusion in the final contract of two 

provisions which involved it: | ee | | | 
: (a) A provision by which in the event of default the Fiscal Agent 

should select, with the concurrence of the Secretary of State, two | 
_ individuals, one of whom should be appointed by El Salvador as 

Collector General. (Article 19 of the contract of June 24, 1922) | 
_ (6) Should any disagreement, question or difference arise regard- 

| ing the interpretation or performance of the contract, it was to be 
referred to the Chief Justice of the United States, through the — 
Secretary of State, for determination, decision and settlement. 
(Article 9) | a ee Oo 

| At the time of the original default on | this loan El Salvador’s | 
financial position was such that the establishment of a Customs re- 
ceivership to enforce service on the loan would have resulted in chaos. 

Moreover, we did not recognize the de facto Government of El Sal- 

° For text, see El Salvador, Readjustment Agreement between the Republic of 
El Salvador and Bondholders’ Protective Committee for the Bonds of the Re- 
public of El Salvador and Council of Foreign Bondholders of London, Regarding 
the Loan Contract of 1922 as amended by Agreemenis dated J anuary 5 and Sep- 

| tember 28, 1923, April 27, 1936, (n.p., n.d.) ; or Foreign Bondholders Protective 
Council, Inec., Annual Report, 1936 (New York, 1987), p. 373. For correspond- 

. ence on this subject, see Foreign Relations, 1936, vol. V, pp. 572 ff. - 
** Addressed to Philip Bonsal, Chief of the Division of the American Republics, 

and James Wright of that Division, to the Associate Adviser on International 
Economie Affairs (Collado) , and to the Chief of the Financial Division (Livesey).
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vador. The situation was further complicated by the formation ofa ; 
private Bondholders Protective Committee which, while zealous in 
seeking readjustment on behalf of the bondholders, showed even more ' 
zeal in obtaining large personal profits. However, so far as I can © ff 
ascertain, the provision by which any controversy which may arise in | 
connection with the original loan contract is to be referred through 
the Secretary of State to the Chief Justice for his decision remains 
unmodified in law and practice. It seems to me that the recent | 
arrangement made by the Salvadoran Government with the Banco I 
Occidental is a dispute of the kind originally contemplated by this | 
provision of the loan contract. UnliketheestablishmentofaCustoms = =} 
receivership, it appears questionable whether reference of such a dis- 
pute to the Chief Justice could justly be considered a derogation of 
Salvadoran sovereignty. The fact that a request for such reference 

- would be highly embarrassing both to the Government of the United 
States and to that of El] Salvador would not appear to relieve them __ 
of their respective moral and legal obligations to the bondholders. = = sf 
At.a moment when El Salvador is financially able to resume payments 7 
on its debt, and we are no longer embarrassed by the probability that if 
any representations on our part would redound to the personal profit — 
of the Protective Committee as well as to the protection of the bond- 
holders’ interests, would it be contrary to the long range interests of = 
the United States if representations were now made, in view of the 
unethical act of a friendly country, for the protection of innocent : 
American bondholders? _ ae CO 

_ Many of these bondholders bought their bonds in good faith, in | 
the belief that the role which the Department had voluntarily agreed | 
to assume would protect them against loss. They have nevertheless 
suffered heavy losses. For good reasons of policy, the Department _ 
sidestepped the role it had previously accepted; but also it has taken | 
no effective action in connection with acts of the Salvadoran Govern- 
ment prejudicial to the bondholders’ legitimate interests. By this i 
Government’s hostile attitude towards the Protective Committee and — 
by lending the Salvadoran Government Exim funds we may have _ | 
prejudiced them further. Every concrete excuse for failing to fulfill | 

- our moral obligation to the bondholders seems now to have vanished. © | 
Moreover, in view of the reference in the recent letter of the Protec- ! 
tive Committee to the inactivity of the Department, it would not be _ : 
surprising if we began to receive complaints from bondholders and | 
their Congressmen. I therefore favor sending Mr. Thurston a some- : 
what more vigorous version of the draft instruction I recently pre- | 
pared for him directing him to make informal representations regard- | 
ing this matter. - as mete |
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816.51/1137 oe | | 

, The Secretary of State to the Minister in El Salvador (Thurston) 

No. 124 ; | Wasuineron, April 19, 1943. 
| Sm: The Department refers to its telegram no. 56 of March 25,” 

informing the Legation of the prospective dissolution of the El Sal- 

| vador Bondholders Protective Committee, and to the Legation’s des- 
patch no. 231 of March 27.* Oo oe 

As the Department intimated in its instruction no. 1044 of December 
8, 1942, it was disturbed at the transaction described in the Legation’s __ 

despatch no. 8002 of November 3, 1942, by which the Salvadoran 
Government acquired a considerable block of its defaulted bonds at 
a heavy discount through a private arrangement. with a Salvadoran 
bank. Since then the Salvadoran Government has rejected the pro- | 

| tests of the British Chargé d’Affaires and the Protective Committee 
| regarding this transaction. The Committee, which had been legally 

empowered by a great majority of the bondholders to represent their 
, interests, has decided to dissolve. These events have accentuated the 

Department’s misgivings regarding the manner in which the interests 
of United States holders of Salvadoran bonds are being affected. The 
Department believes that. any funds available for application to Sal- 
vadoran foreign indebtedness should first be applied to the resump- 
tion of interest payments on this debt, rather than to the repatriation 
at heavy discounts of bonds which are in complete default and hopes 
that the Salvadoran Government will follow this course in the future. 
Moreover, the purchase of a block of bonds from one holder at a 
price considerably above the then existing market, and the payment _ 
of interest on this purchase, would appear to discriminate against the 

other holders. a ee re 
The Department has also noted that the foreign exchange position 

of El Salvador has improved very materially as a result of the increas- 
ingly favorable Salvadoran trade balance. This favorable balance 
has been largely derived from the sale of Salvadoran coffee to the — 

_. United States at the profitable prices brought about by the Inter- 
American Coffee Agreement.*? Although the budgetary position of 
the Salvadoran Government (as shown by the Legation’s reports) is 
not strong, the general economic situation of the country appears to be 
sufficiently sound to warrant consideration being given tothe resump- __ 
tion of service, at least in part, on its outstanding foreign obligations. 
It should not be impossible, under the existing economic conditions in 
El Salvador, for the Government to raise the necessary funds for this 

*2Not printed. | 
* For text of this agreement, see Department of State Treaty Series No. 979, 

or 56 Stat. (pt. 2) 1845. | |



| ee EL SALVADOR 333 | 

purpose. Should a satisfactory arrangement be reached for the re- 
sumption of service on this debt, there would then of course be no 

_ objection to further non-discriminatory repatriation of the bonds. 
The Legation is of course aware of the provisions affecting the — 

Secretary of State in the loan contract of June 24, 1922, to which the | 
Department consented. These provisions not only provided for the 
nomination by the Fiscal Agent, with the concurrence of the Secretary | | 
of State, of two individuals, one of whom should be appointed by El | 
Salvador as Collector General of Customs in the event of a default, | 

but also for reference to the Chief Justice of the United States, [ 
through the Secretary, of any disagreement regarding the contract. _ | 
Many United States investors doubtless purchased Salvadoran bonds 
on the strength of these provisions, as inquiries from such investors 
have indicated. The Department is concerned at the possibility that 
a further effort may now be made by bondholders or the Fiscal Agent 

| to invoke these provisions, and desires to forestall any such 
contingency, Oo 
In view of the facts set forth above, the Department has considered | 

| it appropriate to re-examine its position with respect to the existing 
default on El Salvador bonds held by United States citizens. Unless — 
you perceive objection thereto, you are requested to bring the considera- : 
tions set forth above discreetly and informally to the attention of the | 
appropriate Salvadoran officials. You are authorized in this con- 
nection to. consult with Mr. Renwick.* You may stress the fact that : 

in spite of the change in this Government’s policy which has occurred _ 
since 1922, it would be embarrassing both to the United Statesand to _ | 

El Salvador if the bondholders should now invoke the provisions of | 
the 1922 loan contract, especially if this should come to be a matter of | 
public discussion in the United States and elsewhere. Youmay point | 
out that your Government wishes to prevent a situation arising which 
might be prejudicial to the credit of El Salvador. You should then 
urge that the Salvadoran Government seek an early opportunity to : 
make an arrangement with the bondholders or their representatives | 

_ for the resumption of service on its debt, or propose a plan of equitable | 
readjustment. You should not make any communication in writing : 

to any Salvadoran official in connection with this matter. | | ! 
_. The Department appreciates that conversations may now be in prog- | 

ress either between Salvadoran officials and Mr. Renwick or between | 
the Salvadoran and the British Governments, and you will of course | 
carry out the Department’s instructions in the light of the progress | 

William W. Renwick, President of El Salvador’s Committee of Economic 
Tope ination and representative of the Fiscal Agent under the foreign loan of |
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which these conversations may have made. The Department requests 

that you report to it the result of any discussions which you may have. 

Very truly yours, For the Secretary of State: 

Re 7 A. A. Berte, Jr. 

816.51/1148: Telegram | OO 
The Secretary of State to the Ambassador *§ in E'l Salvador 

Oo As (Thurston) — a ; 

| No. 158 | Wasuineton, May 12, 1943. 

Sir: I refer to the Department’s instruction no. 124 of April 19, 

1943 and to your despatches nos. 323 and 324 of April 28, 1943,°° 
regarding the desirability of resumption of service by El Salvador on 
its outstanding bonds. | oo . 

| The Department. notes that the Salvadoran Government contem- — 

plates submitting to the American and British Governments a plan 

which is now being prepared for adjustment of the debt. You are 

requested to make it clear at an early opportunity to the appropriate 

Salvadoran authority that it would be contrary to the Department’s 

policy for it to negotiate a specific plan on behalf of the bondholders. 

The Department believes that this [is] a matter which primarily con- 

_ cerns the Salvadoran Government and the bondholders, and that it 
should therefore be discussed directly between the competent Salva- 
doran officials and the bondholders or their representatives, for ex- 
ample, the Foreign Bondholders Protective Council, Incorporated, | 

- 90 Broad Street, New York, with the standing of which the Govern- 
| ment of El Salvador is familiar. The purpose of the Department’s 

| instruction was merely to make it clear why the Department believed 
that the Salvadoran Government should seek an early opportunity 

to initiate discussions with the bondholders or their representatives 
looking to a resumption of service on the outstanding debt. a 
You may, in your discretion, should a suitable opportunity offer , 

itself, discreetly point out to the Minister of Finance,® that the 
Department has never taken any position with regard to the desir- 
ability of the establishment or dissolution of the Bondholders Protec- 
tive Committee. In giving consideration to the Salvadoran default 

in all its aspects, the Department has naturally taken into account 
the scope of the legal powers which an overwhelming majority of the 

- bondholders had entrusted to the Committee, and the primary re- | 
sponsibilities which consequently rested upon it. — | | 

* The Legation in El Salvador was raised to the rank of Embassy on April 16, 
1943, when Walter G. Thurston presented his credentials as Ambassador. 

*° Despatches Nos. 828 and 324 not printed. | 
© Rodrigo Samayoa. . | a
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For your background information, the Department would not be 4 

at all disposed to accept a debt plan such as that described in your oF 

despatch no. 283 of April 15, 1943 *—in the event that the Minister | 

of Finance was referring to a plan of this nature in. informing you I 

that a plan would be submitted to this Government. The Depart- | 

ment has consistently declined to become involved in refunding plans I 

_ for private indebtedness contemplating the use of this Government’s ; 

funds. On the other hand, there is no reason why the Salvadoran 

Government should not propose to the bondholders or their representa- 

tives some link between coffee prices and the level of service which that. 

Government covenants to maintain on itsdebt. | oo 

Very truly yours, =  —~—_. For the Secretary of State: 

LP eer | A. A. Berux, JR. | ) 

The American Ambassador in El Salvador (Thurston) to the 

—— Salwadoran Under Secretary of Finance (Bustamante) ® — 

es - San Sanvapor, May 14, 1943. 

My Dear Mr. Bustamante: You were so good as to inform me, on | 

| the occasion of your recent call at the Embassy, that during your _ | 

impending visit to the United States with the Salvadoran Economic — | 

Mission ® of which you are the Chief, you will take up the question | | 

of Salvador’s external debt. You expressed the hope that our Govern- | 

| ment authorities would support your proposals on the subject. j 

_ As I said to you then, I am confident that you will receive the most | 

cordial and friendly support on the part of the authorities at Wash- | 

_ ington in the performance of the tasks that have been assigned to you. | | 

- _T should, however, make it clear that (as you perhaps already know) | 

the policy of the Department of State does not permit it to negotiate | 

_ specific plans on behalf of bondholders. This is a matter which | 

| primarily concerns the Salvadoran Government and the bondholders— 

and which, in consequence should be discussed directly between the 

competent Salvadoran officials and the bondholders or their represen- | 

oe 61 Not printed; in it the Ambassador described this plan proposed by Hector 

Herrera, President of the Mortgage Bank of El Salvador, as a proposal (1) 

that the Governments of the United States and Great Britain become the creditors | 

of El Salvador in lieu of the individual American and British holders of Sal- 

vadoran external bonds; (2) that a further modification of the interest and | 

amortization rates on these bonds be made; (8) that the price of coffee be 

stabilized; and (4) that the processes by which the internal taxes of El Sal- - 

_ vador are collected be improved, utilizing therefor the services of Mr. W. W. 

Renwick (816.51/1143). | oe 

® Copy transmitted te the Department by the Ambassador in his despatch No. 

| 370, May 14; received May 18. | a | | 

| ~ ®&The Economic Mission was composed of Ramon Arturo Bustamante, Victor 

| OG. Barriere (Director General of the Budget), and Francisco Alfredo Mejia . 

(member of the Committee for Economic Coordination of Hl Salvador).
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tatives. In this instance, the matter might properly be taken up 
with the Foreign Bondholders Protective Council, Incorporated, 90 
Broad Street, New York—an organization with whose standing I 

| believe your Government is familiar. Se — 
_ Wishing you a pleasant and successful journey, and with kind 
regards, I am a - 
| Sincerely, Water THURSTON 

816.51/1166 | - - - | 
Memorandum by the Associate Adviser on International Economic 

- Affairs (Collado) to the Chief of the Finance Division (Livesey) 

| | [ Wasuinetron,] June 22, 1943. 

Mr. Livesry: Mr. Arturo Bustamante, Under Secretary of Finance 
of El Salvador, called upon me to explain some of the aspects of the 
Salvadoran Economic Mission which he heads. He recalled our dis- 
cussions of last year regarding the Salvadoran public debt and stated 
that he was authorized to enter into preliminary discussions with the 
Foreign Bondholders’ Protective Council looking towards a definitive 
settlement. He stated that he had convinced the Minister of Finance — 
and the President “ that such a settlement was essential, and although __ 
he.is not empowered to conclude negotiations, he is empowered to 
work out an arrangement which he would have to return to El Sal- 
vador to confirm. He stated that he was anxious to handle the Sal- 
vadoran situation in almost exactly the same terms as the Colombian 
debt has been handled,® that is, fund the arrears of interest and set 
new bonds or certificates with an interest rate of perhaps 3%, and a 
total payment in dollars to be made annually which would include 
amortization. — | | 

| Here follow details on Mr. Bustamante’s approaching appointment 
with Mr. Dana Munro, President of the Foreign Bondholders Pro- 
tective Council, and a comment, covered by a later document, on the 
expense of maintaining a fiscal agency.| 

| _ _Earao G. Coriano 

* Maximiliano H. Martinez. ere a | 7 
© Kor correspondence on the Colombian debt, see Foreign Relations, 1942, vol. 

VI, pp. 204 ff. : Sa ae aS oe
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816.51/1165 | | 

Memorandum of Conversation, by the Assistant Chief of the Dwision ! 

| oe of the American Republics (Cabot) a 

| tyes oo _. [Wasurineton,]| June 30, 1943. | 

Participants: Dr. Dana Munro, President, Foreign Bondholders 

| Protective Council. | : | I 

. Dr. Bustamante, Under Secretary of Finance, El — | 

- Salvador. — | | a Oo if 

| | Mr. Cabot, Department of State. OF | 

| I took Dr. Dana Munro to call at the Salvadoran Embassy this 

morning in order that he might discuss with Dr. Bustamante the | 

possible resumption of service on the outstanding Salvadoran foreign 

bond indebtedness. | | | | 

Dr. Bustamante presented the following plan to Dr. Munro: | 

- 1. Entirely new bonds issued to the present bondholders. 

9. Uniform interest of 3% to be paid to the present A, Band C 

| bondholders. oe | 

3. Thirty year amortization period. | | 

4. Outstanding unpaid interest to be refunded at 50% of face. 

| 5. The Fiscal Agency to be abolished. Oo | 

6. The Salvadoran Government to be permitted to buy bonds at | 

will at market prices. | 7 ' 

Dr. Bustamante and Dr. Munro discussed this proposition at some 

length. Dr. Bustamante explained that his Government wished to =— sil 

“issue new bonds in order to abolish the Fiscal Agency, which was | 

costing the Salvadoran Government about $50,000 a year. He pointed ! 

out that this could better be applied to service on the bonds. Dr. | 

| Munro intimated that this would be advantageous, but pointed out | 

that the Salvadoran proposals would have to be accepted by substan- — 

tially all of the bondholders before the Agency could be abolished. 

He then said that the interest rate proposed by the Salvadorans ap- | 

peared to be rather low, and that he felt that A bondholders would : 

be unwilling to accept the same treatment as that given the B and C : 

bondholders. This seemed to be the point in the Salvadoran plan — | 

which he was the least willing to accept. Both he and Dr. Busta- | 

mante made all the points they could, most of which were obvious, | | 

- to support their respective theses. Eventually Dr. Bustamante said 

that he would send Dr. Munro a memorandum explaining in detail | 

the Salvadoran Government’s proposals. They are planning to meet — | 

again in New York or Princeton next week. : | | , 

No mention was made in the talk of connecting debt service with © , 

coffee prices. I refrained from any comment whatsoever in the course : 

of the discussions. — , | |
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816.51/1157 - a 

| _ ‘Lhe Secretary of State to the Chargé in El Salvador (Gade) 

No.309 Wasuineron, September 1, 1943. 
Sir: There are enclosed memoranda * prepared by Mr. Dana G. 

Munro, President of the Foreign Bondholders Protective Council, — 
reporting conversations he had on J uly 1 and August 7, 19438, with 
Dr. Arturo Bustamante, head of the Economic Mission recently dis- | 

_ patched to this country by the Government of El Salvador, one of 
the purposes of which was “to try to arrive at an agreement on the 
readjustment of the foreign debt of El Salvador, service of which is 
suspended.” Memoranda of conversations on this subject. between 
Dr. Bustamante and members of the Department’s staff have already 
been transmitted to you. _ OO 

It appears that Dr. Bustamante had not been authorized to nego- 
tiate on any basis of settlement other than a uniform 3 percent in- | 
terest rate applicable alike on the 8 percent bonds of series A, and 6 
percent sterling bonds of series B, and the 7 percent bonds of series _ 
C, in spite of the specific priority established in favor of the A bonds 
by the 1922 contract, which has now returned to force through the 
failure of the 1936 agreement, and in spite of the different interest 
rates the three series of bonds have received both under the 1922 

| contract and the 1936 agreement. Under the circumstances little 
concrete progress toward a new settlement was made, although the 
cordiality of the conversations appears to have established a: fa- 

_vorable basis for the conduct of future negotiations between the Gov- 
ernment of El Salvador and the Foreign Bondholders Protective 

| Council. re ge | 
The Department continues greatly interested in the obtaining of 

an early adjustment and regularization of the Salvadoran foreign 
debt. The Department believes it should be possible to devise some 
proposal within El Salvador’s capacity to pay which may be more 
acceptable to the Council than a uniform 3 percent rate proposal un- 
accompanied by any provisions offering holders of the higher ranking 

_ bonds some compensation for the sacrifice of their prior rights and 
higher interest rate. It is requested that the Embassy continue to 

- manifest an active interest in this matter and endeavor to promote 
an early resumption of negotiations with the Council on terms taking 
into account the special difficulties which the Council has seen in 

| meeting Dr. Bustamante’s first proposah 
Very truly yours, oe For the Secretary of State: 

a oe A. A. Bertz, JR. | 

* Not printed. | ee
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S16.51/1174: Airgram its aa | 

The Ambassador in El Salvador (Thurston) to the Secretary of State E 

| en oe, San Sazvapor, September 10, 1948. | 
aaa Received September 14—10a.m.] | 

_ A-854, Department’s instruction No. 309, September 1, 1943 (file 
| 816.51/1157). I informed President Martinez this morning that 

| my Government had been gratified by Sr. Bustamante’s recent visit _ I 
| to the United States in connection with the Salvadoran foreign debt — 

and regretted that the terms he offered to the Foreign Bondholders 
Protective Council had been such as to make a settlement impossible 
at that time. I added that we were greatly interested in obtaining | 
an early adjustment and regularization of the debt problem and 
trusted that there might be an early resumption of negotiations with | 

the Council a Oe a 
President Martinez immediately assured me that this matter has 

| been receiving the attention of his Government and that it has been | 

decided to have Sr. Bustamante return to the United States in Oc- | 
tober with full powers to negotiate an agreement. The President — 
implied that Sr. Bustamante will be authorized to propose a settle-. 
ment on the basis of 50% of the contract interest on each series of | 
bonds. | | ee | | 
a ee ee THURSTON : 

816.51/1180 a a pees | 

Memorandum by the Assistant Chief of the Division of the American : 
| | Pee Republics (Cabot) = : Oo 

| Pp Wasuineron,] November 22,1943. | 
- Dr. Bustamante of El Salvador has arrived to negotiate a debt set- | 
tlement with Professor Dana Munro. He called on me this morning - 

| and we held a meeting with Mr. Liveseyand Mr.Collado. — 
Mr. Livesey arranged an appointment for Dr. Bustamante with 
Professor Munro for 11 a.m., December 1 in New York. It-was not 
possible to start negotiations earlier because Dr. Valdés,°® who is 7 
accompanying Dr. Bustamante on his mission and who has the re- 
quired statistical information, has hurt his foot in New Orleans and =—s_—> 

_willnotbeonhand beforethatdate. | BR Ee 
Dr. Bustamante said that he was empowered to offer a settlement 

| along the lines discussed last summer, except that the provision re- — 
garding interest would be modified to offer half of the original con- = 

oe * Addressed to the Chief of the Division of the American Republics (Bonsal), | 
and to Mr. James Wright, of that Division. Mr. Wright made the following | 

- comment in the margin: ‘We should nail this down.” | 
© V. Manuel Valdés, Central Reserve Bankemployee. oe :
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tractual rates on the three series of bonds. I certainly trust that 
Professor Munro will accept these terms, but I fear that we may have | 
some difficulty with the British in view of the fact that the Salva- 
doran proposal would reverse the relative treatment of the “B” and | 
“C” series bonds by comparison with the 19386 settlement. Dr. 

_ Bustamante appeared fully determined to effect a settlement. He 
| mentioned the fact that special taxes were being imposed to provide 

for the debt service and that the major item, an increased coffee tax 
which should yield about $1,500,000 per annum at present prices, © 

| had already been enacted. Even making full provision for the pro- 
-- posed interest, and even allowing for a substantial rise in the price of 

the bonds (now about 40 according to Dr. Bustamante) upon the 
consummation of the settlement, this should mean a very substantial 

an debt retirement every year so long as the present coffee situation pre- 
vails. It should also have the happy effect of retarding inflationary 
trends in El Salvador. OO a 

816.51/1188 | — 

The President of the Foreign Bondholders Protective Council 
(Munro) to the Salvadoran Under Secretary. of Finance 
(Bustamante )* | 

_.. Princeton, N.J., December 24, 1943. 

My Dear SeNor Busramanre: At our conference yesterday you 
asked me to give you a memorandum of my understanding of the 

| purport of our recent conversations regarding the resumption of serv- 
ice on the dollar bonds of El Salvador. 

As I understand it, the Government of El Salavador proposes to 
pay interest on the dollar and sterling bonds at present outstanding 
at one-half of the rates fixed by the contract of 1922. The Government 
would provide a minimum of $800,000 U.S. Currency per annum for 
interest and amortization on the A, B and C bonds now outstanding, 
not including those which have been or are being purchased by the 
Government. So much of this sum as was not needed for interest 
service would be used for the purchase of bonds in the market, or by 
drawings at par if the bonds sold over par, all bonds so purchased to 
be cancelled. I also understand that the Government plans to use the 
proceeds of the new coffee export tax exclusively for the service of its 
now outstanding debts, so that a considerable sum would be available 
for additional amortization in years when coffee prices were good. __ 

| On the other hand it would be stipulated that amortization in excess of 
| contractual requirements in any given year might be taken into ac- 

count in calculating amortization requirements in subsequent years. _ 

| ® Received by Mr. Bustamante in Washington. | a
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45% of such portion of the $800,000 annual service fund as was 

available for amortization would be applied to the retirement of the 

new 4% bonds and 30% to the retirement of the new 34% bonds. All 

bonds would be retired within thirty years from January 1, 1944. i 

The back interest on bonds which did not receive payments under the , 

1933 7° and 1936 plans, for the period when payments were being made 

under these plans, would be paid in cash at the rates provided in the | 

plans. Back interest on all of the dollar bonds, from the time when i 

payments under the 1936 plan ceased, would be satisfied by the issue of 4 

new 34% bonds to an amount equal to one-half of the arrears calcu- I 

lated at the rates of the 1922 contract. | | 

Outstanding scrip would be paid in cash at fifteen per cent of the 

face value. oe 
| ~ The new plan would become effective as of January 1, 1944. The I 

registration requirements of the Securities and Exchange Commission 

might make it impossible actually to make an offer to the bondholders : 
by that date but the new bonds would in any event be dated January 1, 

1944. a a | , | 

The bondholders accepting the plan would agree to the abolition of 

the office of the Fiscal Agent. | a 

- Iam authorized to say that the Council would recommend that the | 

holders of the dollar bonds accept a settlement along the above lines. | 

As I told you, the Council is not authorized to negotiate for the hold- — : 

ers of the sterling bonds. I have, however, informed the President 

of the British Council of Foreign Bondholders of the tenor of our | 
| conversation, since yourequestedmetodothis. | es | 
-_In cases where the Council negotiates and recommends a permanent : 

settlement it requests the debtor government to include in the law or © | 

decree authorizing the resumption of service a provision instructing | 
the Government’s paying agents to deduct and remit to the Council, | | 
from. the first monies paid to each bondholder, a sum equal to one- | 

| eighth of one per cent of the original face value of his bonds, or $1.25 : 
perthousanddollarbond.  — | | a | | 

- Very sincerely yours, | | Dana G. Munro | 

 ™A temporary agreement signed ad referendum April 5; final draft signed May | 
6,1933. For text, see Diario Oficial, May 20, 1983 ; p. 1021. | | | |



GUATEMALA” 
RESTORATION TO GUATEMALA OF THE DEFENSE SITE AT PUERTO 

BARRIOS AND THE TRANSFER OF ITS ARTILLERY INSTALLATIONS ~ 

814.24/449 eo | | ee 

. — The Chargé in Guatemala (Drew) to the Secretary of State. — 

No. 8798 o - Guatemana, April 18, 1943. - 
a [Received April 19.] 

Sm: I have the honor to refer to my airgram No. 206 of April 8, 
5 pm, 1943,1 transcribing the text of a communication from the Com- 

- manding General of the Panama Canal Department ? with regard to 
the proposal to transfer to the Guatemalan Government the defense 
installations in Puerto Barrios and to withdraw our forces from that 
port. | | | — 

On December 21 General Brett paid a courtesy call on President 

7 Ubico. In the course of the conversation President Ubico proposed 

the replacement of certain United States forces by Guatemalan troops. 
1t has now been decided by our Military Authorities that the artillery 
installations at Puerto Barrios can be turned over to the Guatemalans | 
and that there is no longer any need to continue our detachment at 

that point. | ER 
Lt. Colonel Glenn Frum, G. S. C., representing General Brett, came 

| to Guatemala to discuss the proposed withdrawal of our forces. In 
consultation with the Commanding Officer of the local Army Base ® it 

| was agreed that it would be necessary to refer to Washington certain 
aspects of the proposed transfer, and consequently, no discussions ‘of 

: the subject have been held with the Guatemalan authorities. It is not 
| doubted, however, that they will accept our proposal, if satisfactory 

financial arrangements can be made. es ee 
The Legation’s despatch No. 2901 of May 27, 1942, transmitted the 

text of the Guatemalan Foreign Office note dated May 26,‘ granting 
permission for the installation of an artillery battery and the accom- 
panying military detachment at Puerto Barrios. In addition, ref- 
erence is made to the Puerto Barrios installation in the Air Base 

Agreement which was concluded at the time of the signature of the _ 

_ + Not printed. | ee | 
* Gen. George H. Brett. | | 
?Col. Lauth, Commander at Puerto Barrios. | | 
“Neither printed. | , 

| 249 | | | OS



ens GUATEMALA | 848 

Lend-Lease Agreement.’ It is assumed that it will be considered | 

desirable to effect an exchange of notes with the Guatemalan Govern- | 

ment terminating the understanding contained in the documents : 

referred to. | ae _ | 

It will also be necessary to provide through the customary channels | 

for the transfer to Guatemala under the Lend-Lease Agreement of | | 

| the artillery installations now in Puerto Barrios. It is not known I 

whether the charge for this equipment will be part of the three million - | 

dollars of equipment which we have agreed to furnish Guatemala I 

without charge, or, in the event:that this sum has already been obli- | 

gated by Guatemalan requests, whether it will then be sold to 

Guatemala as part of the additional amount of two million dollars | 

of equipment established in the Lend-Lease Agreement. In the latter 

event it is assumed that the price to be fixed will take into consid- 

eration the fact that the equipment is not new and that Guatemala 

will also be entitled to a reduction of 40% from. the scheduled price 

of theequipment. = | | | | eo | 

It is recommended that we transfer without cost to the Guatemalan : 

Government all the installations and equipment of a fixed nature as 

contemplated in numbered paragraph 4 of the note of November 16, | 

1942,¢ in view of the fact that such property would in any event : 

accrue to the Guatemalan Government upon our withdrawal from | ; 

- Puerto Barrios after the war. The proposed withdrawal from Puerto | 

- Barrios will undoubtedly establish a precedent for our future with- ! 

drawal from the base at Guatemala City and it is suggested that our 

arrangements be worked out with that in mind. If we are to derive | ! 

full benefit from this gesture we should nevertheless not remove from : 

our installations at Puerto Barrios any material or equipment which ! 

the Government of Guatemala would feel should properly be included | 

in the transfer. Both Lt. Colonel Frum and Colonel Lauth, Com- | | 

mander of the local Base, are in agreement with this recommendation. : 

- President Ubico is understood to have suggested to General Brett : 

that a small training cadre composed of the requisite number of _ | 

United States Army personnel be retained at Puerto Barrios for the | 

period necessary to train the Guatemalan detachment which will take | 

over our installations there. It is assumed that the War Department _ 

will wish to have adequate provision for that purpose included inthe — 

suggested exchange of notes with the Guatemalan Government. 

I am confident that the withdrawal of our forces from Puerto | 

| Barrios will be appreciated by the Guatemalan Government as @ 

°¥For correspondence concerning these agreements signed November 16, 1942, 

see Foreign Relations, 1942, vol. v1, pp. 433 ff.; for text of the Air Base Agreement, 

see ibid., p. 448, and for text of the Lend-Lease Agreement, see ibid., p. 444. | 

® Note No. 337, from the American Minister in Guatemala to the Guatemalan | 

Minister for Foreign Affairs, ibid., p. 443. | -_ | 

4610356428 “ | a
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gesture of cooperation on our part and will also have a helpful 
psychological effect on the people of Guatemala. Se 

_ There is some fear in Guatemala and perhaps in other countries of 
Latin America where we maintain military detachments, that our 
forces will not be withdrawn after the war, a fear which is doubtless 
held even by many sincere friends of the United States. It is be- 
lieved that our withdrawal from Puerto Barrios, while of no major 

_ + strategic importance, should help to counteract this apprehension. 
I have suggested to Lt. Col. Frum that General Brett might wish to 
arrange an appropriate ceremony on the occasion of our transfer of 
the Puerto Barrios installations to Guatemala and that he might be 

| willing to come to Guatemala to attend the ceremony. The War 
_ Department might consider it desirable to give suitable publicity to 

_ the transfer because of the psychological factor which I have 
mentioned. LE | . - oe oe | 

Lt. Colonel Frum informs me that he is submitting a report to 
General Brett on this subject on his return to the Canal Zone to- 

‘morrow and I assume that an appropriate communication will be 
forwarded to the War Department. LE 

| I shall await the Department’s instructions. ===’ oo 
Respectfully yours,  Geratp A. Drew 

: 814.24/462: Airgram a | a 

The Secretary of State to the Ambassador in Guatemala (Long) 

_ Wasuineton, May 28, 1943—10: 15 a. m. 
447, Your A-955, May 14,6 p.m.” The Department’s instruction 

no. 1689 of May 8* was transmitted prior to the receipt of your des-_ 
patch no. 3798 of April 13. a pe 
_ Immediately following its receipt, the latter was referred to the 

: War Department which now comments as follows on those points 
a raised in your despatch which have not already been dealt with: | 

“The equipment located at Puerto Barrios which is to be transferred 
to Guatemala under Lend-Lease would be charged against the 3 

. mnillion dollars worth of equipment which Guatemala may receive ) 
without charge. In setting a value on this equipment, due allowance ‘s 
will be made for its used condition. 88§=-s—(ti<CS | 

“The transfer to Guatemala, of the fixed installations and facilities | 
at Puerto Barrios concurrently with the transfer of the above equip- _ 

- ™Not printed ; it was addressed to the Department by the Chargé in Guatemala 
(Drew). Ambassador Long’s assumption of duties was reported “in telegram . No. 244 of May 19 (123 L 851/381). aS 

| . *Not printed; it transmitted for the Embassy’s information a memorandum 
dated April 14 from the War Department expressing the opinion, shared by the 
State Department, that the transfer of military equipment from Puerto Barrios 
should involve no additional negotiations or changes in existing agreements (814.24/443, 47214). | a ee



~ ment, is a matter which, it is felt, should be arranged to the mutual 
satisfaction of the Guatemalan authorities and the Commanding 
General, Caribbean Defense Command. No difficulties in this respect 
areanticipated. | | | a —— 

_ “The retention at Puerto Barrios of a training cadre to instruct the — f 
Guatemalan troops can be similarly arranged. Noneedisseenforan _ : 
exchange of notes in this connection, as suggested by the Chargé | 
Affaires. a - i 4 
“In general, the Commanding General, Caribbean Defense Com- _ | 

mand: is authorized to make all necessary arrangements with the i 

Guatemalan authorities in this matter, and has been instructed to f 

inform the War Department of his plans when they are complete. — | 
- Your Department will be further advised in this connection when sf 

these plans are received.” _ Be poe Een | 

-git24514/18 ee | | } 

The President of Guatemala (Ubico) to President Roosevelt. iE 

| a : —  PTranslation] ee ee | ; 

: ee  GaatEemManaA, August 27, 1943. | 

_ My Very Esreemep Mr. Presmpenr: Your Excellency is aware that 7 
the Government of Guatemala, in fulfillment of international obli- — 

gations and as a pleasant duty of friendship and cooperation toward - | 

the United States of America, has placed all its aid and its resources at _ | 
the service of the common war effort, within the limit of its means. | 
Asa part of that cooperation it viewed with pleasure the establish- 

ment by military forces of the United States on baseson Guatemalan si 

| territory, among them one (which was) indispensable for the defense _ | 

of the Atlantic Coast of the country and of its principal way of access: | ? 

Puerto Barrios. ate ORE dae eg nS | 

_ At the same time, Guatemalan troops have been perfecting their — | 

training to the point that, with the necessary efficiency, they have | | 
been able to take charge of the base. in Puerto Barrios with its installa- | 
tions.and military equipment, which they have received the 24th of _ , 
the present month from the hands of the United States forces in a 3 

~ solemn ceremony which emphasized the mutual sympathy and friend- i 
ship existing between the two armed forces. A AVE ES | ) 
_. For this reason I have the honor to express to Your Excellency the : 

satisfaction with which, at a moment of great peril for America, the | 

valued aid of the forces of the United States was accepted, and the =| 

gratification with which the Government and the people of Guatemala Ss || 

_ have received the generous delivery of such important. military _ | 

- I have the honor to express to Your Excellency my cordial saluta- — | 
| tions and the assurances of my high esteem, with which I subscribe | 

| myself, your affectionate friend, | "Sora: Unico |
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AGREEMENT BETWEEN THE UNITED STATES AND GUATEMALA RE. 
- SPECTING THE DETAIL OF A MILITARY OFFICER TO SERVE AS | 

_ DIRECTOR OF THE POLYTECHNIC SCHOOL OF GUATEMALA 

_ [For text of the agreement, signed at Washington July 17, 1948, see 
_ Department of State Executive Agreement Series No. 329; or 57 Stat. | 

(pt.2) 1011.]) | 

INTEREST OF THE UNITED STATES IN THE DISPOSITION OF AXIS 

PROPERTIES AND THE PURCHASE OF COFFEE FROM PROCLAIMED 
LIST PLANTATIONS IN GUATEMALA . os | | 

740.00112A Huropean War, 1939/25496a_ sity 

‘Lhe Secretary of State to the Chargé in Guatemala (Drew) 

| [Extract] | | 

No. 1550 | | WasuHinoton, February 17, 1943. 

The Secretary of State advises that it is the desire of the Depart- 
ment to formulate as soon as possible a definite program for dealing 
with the 1942-48 crop of Proclaimed List Guatemalan coffee, and, if 
possible, to secure in this connection the adoption by the Guatemalan 

| _ Government of legislation implementing more completely Resolution 
VII of the Washington Conference ® which contemplates the complete 

_ elimination of the ownership of business properties and enterprises by 
persons on the Proclaimed List. _ 7 | 
_ The Department feels that more effective results toward such end | 
will be achieved if the initiative for the formulation of a definitive 
program were left, as far as possible, to the Guatemalan Government 
itself. | | oo a | 

| Any program formulated, either with respect to a broad imple- | 
~ mentation of Resolution VII or to a specific program for dealing with | 

the 1942-43 Proclaimed List coffee crop, should take into account the 
“ following considerations: CO 

| 1. This Government has consistently maintained the position that 
_ the sanctions of the Proclaimed List must be upheld to the fullest ex- 

tent compatible with the exigencies of the local situation. This Gov- 
ernment is nevertheless again prepared to permit the importation of 
Proclaimed List coffee to fill the 1943 quota, but coffee produced on 
non-Proclaimed List fincas must be given preference. In this con- 

| nection, the Department is informed that. the non-Proclaimed List 
coffee production will nearly fill the 1943 quota. For the Legation’s 

_ * For text of Resolution VII, see Pan American Union, Congress and Confer- __ 
ence Series No. 39: Final Act of the Inter-American Conference on Systems of 
Economic and Financial Control. (Washington, 1942), p.19: For correspondence 
concerning the Conference, held at Washington June 30—July 10, 1942, see Foreign 
Relations, 1942, vol. v, pp. 58 £f. an | ae
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- information, it is the Department’s position that the 20 percent agree- 
ment embodied in the 1941-42 program *° does not necessarily consti- 4 
tute a precedent for a 1942-43 program. Further, the United States — 

- War Department will not be permitted to purchase additional Pro- : 

| claimed List non-quota coffee as long as non-Proclaimed List coffee : 
can be obtained elsewhere and, considering present Army stocks, it ; 
appears that enough of the latter coffee can be obtained for foreseeable | 
needs, a | oO 3 | 

2. The only fully satisfactory and permanent solution of the prob- | 
lem of how to deal with the 1942-43 Proclaimed List coffee crop would , 
seem to be through the effective elimination of all ownership interest 
of Proclaimed List nationals in business enterprises and properties. 
If the fincas now owned by undesirable persons were vested by the : 

, Guatemalan Government or transferred to desirable parties, this Gov- 
ernment could then, consistently with its Proclaimed List policy, | 
permit the importation of coffee produced on fincas formerly owned by — 
Proclaimed List nationals as quota coffee. Not only would the quota 

problem thus be solved but this Government might well be interested _ 
in arranging for purchases of non-quota coffee as heretofore. => 

8. A program for eliminating completely all ownership interests of | 
Proclaimed List nationals in business enterprises would effectively _ 
implement Resolution VII and would thus further the joint policy ! 
of the respective governments of the Western Hemisphere of strength- | 

| ening hemispheric defense. The retention of ownership by persons : 
on the Proclaimed List involves the danger that such persons may ! 
still be able to assert some control over present operations of their _ 
businesses and leaves a present expectancy to such persons which | 
may enable them to continue to assert an undesirable influence in local ! 
affairs. If a satisfactory plan were developed and effectively imple- ! 
mented for eliminating such ownership, this Government would be : 
prepared to delete from the Proclaimed List the businesses of Pro- | 
claimed List nationals in Guatemala who were subjected to the plan. | 
In addition, this Government would review the Proclaimed List for | 
Guatemala with a view to deleting therefrom, as soon as such a plan | 
was under way, persons and firms who have been guilty of only minor 
undesirable acts, such as trading with, and isolated cloaking trans- | 

-  aetions on behalf of, Proclaimed List nationals. SO | 
4. It is realized that the adoption of such a program by the Guate- 

malan Government might result in the loss of the present $4 coffee | 

tax, but since the entire revenues from the fincas would, if they were 

° This understanding with the United States Government made it possible for 
Guatemala to fill its export quota under the Inter-American Coffee Agreement of 

- November 28, 1940 (Department of State Bulletin, November 30, 1940, pp. 482- 
_ 488), by drawing upon limited quantities of coffee grown on Proclaimed List 

: properties. See ibid., November 15, 1941, p. 388. | ft gag |
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vested by the Government, accrue to it, there would be, as a practical 
| matter, no loss of revenue. Even upon a transfer of the fincas to 

‘+ desirable persons, the proceeds of the sale or a part thereof could be 
_ made available to the Government through investment of the proceeds 

in bonds or through taxation. Thus the injury to the local economy 
would be held at a minimum and there would be no loss in value of 
the fincas themselves. me oo . 
The Legation will note that the considerations set forth above 

approach the problem of a more complete implementation of Reso- | 
lution VII through the specific problem of how to deal with the | 
1942-43 coffee crop. The question could, of course, be raised in ex- 
actly the opposite manner, that is by discussing the broad problem _ 
of the desirability of implementing more completely Resolution VII 
without reference to this year’s coffee crop (although the specific 
problem would probably arise in the course of any discussions). -—™ 
~The Legation is authorized in its discretion to bring the foregoing - 

matters and considerations to the attention of the appropriate Guate- 
| malan authorities in such manner as it deems most appropriate to 

attain the results desired. It is realized that specific problems will 
arise in connection with the adoption of any far-reaching program, 

- butif the Guatemalan Government proves willing to take action, these 
can be dealt with as they arise. As noted above, the Department 

_ desires the initiative for the formulation of a definitive program be 
left, as far as possible, to the Guatemalan Government itself. The 
Legation is requested to keep the Department fully informed of any 
discussions held and the resultsthereof.§ = =... 

| 740.00112A European War 1939/26961 Oe OO 
The Chargé in Guatemala (Drew) to the Secretary of State 

No. 3679 ae | Guaremara, March 9, 1948. 
- | Oe | [Received March 13.] 

Str: I have the honor to refer to the Department’s instruction No. 
1550 of February 17 and telegram No. 83 of February 20.11 A pre- 
liminary reply was contained in the Legation’s telegram No. 100 of 

March 4, 1948, 3 p.m.2 | ee ee | | 
. The Department’s instruction referred to as well as other com- 
munications addressed to the Legation indicated that no satisfactory __ 
permanent solution of the problem presented by the disposition of 
coffee grown on Proclaimed List fincas can be reached until such time 
as the Guatemalan Government formulates a plan for eliminating | 

™ Latter not printed. © oo Se CO , 
* Not printed. |
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Axis interest in these properties. The Minister for Foreign Affairs : 

has on several occasions said quite definitely that the Government of | | 
Guatemala fully realizes the danger of permitting such a large F 
portion of the national economy to fall into hands of any single f 

_ nationality and that it-is its firm intention to effect.the nationalization __ | 
of enemy alien properties. Dr. Salazar stated that he had given — | 
this matter serious study over a long period of time and as long ago ae 
as October 1942 had submitted to President Ubico a plan which he =~ f 
had prepared. He explained that only recently it had come to his | 

attention that.this document had been lost in the President’s office 
but indicated that arrangements will be made promptly to bring it = = = J 
tothe President’sattention, 4 

_, Licenciado Salazar explained that his proposal was for the Gov- : : 
ernment to take over all enemy-owned property without, however, = = 
making direct compensation to the owners. In order to conform to 
the Constitutional prohibition on expropriation without compensa- | 
tion he proposed to set-up against the German Government a claim | 
for direct and indirect damages arising out of the war which would at _ | 
least offset the actual value of the properties to be expropriated. He 

- gaid that it was his hope that Guatemala would have this problem | 

settled before the peace conference at the end of the war, 
From conversations with the Foreign Minister and other Guate- 

malan officials it is my impression that the Government has not settled a ; 

on any definite plan for the actual operation and administration of | 

such properties. Several officials have expressed the opinion that the 

- Government would not be competent to operate them although no. 

satisfactory alternate plan has been mentioned. 2 = —s—s—s—s : 
It has been apparent from various conversations with the Foreign a 

- Minister that the problem of the disposition of the CAPCO™ proper- | 
ties, which, as the Department is aware, is now inthe processofnego- 
tiation, is closely involved with the Government’s plan for nationaliza- | 
tion of other enemy property. Itisapparently theGovernment’sview — ) 
that it will be necessary to set up some quasi-governmental agency tos 
operate CAPCO properties with which the remaining properties can | | 
beintegrated. we a ee | | 

While there are reasonable expectations that the CAPCO problem | 
will be settled in the near future the Foreign Minister has indicated , 

8 Carlos Salazar. ee | = eae ce , 
- “Central American Plantations Corporation, organized under the laws of Dela- | 
ware. The Alien. Property Custodian, acting in behalf of CAPCO, at this time | | 
was negotiating a contract, signed April 19, 1943, with the Guatemalan Govern- 
ment whereby all of the physical assets of the Corporation in Guatemala consist- , 
ing primarily of coffee plantations and their equipment would be transferred to 

Guatemala. In return, Guatemala would assume certain indebtedness of the — 
Corporation and grant to CAPCO a 30-year right to utilize one of the plantations 
for cinchona production. A majority of shares of CAPCO common stock were | 

_ owned at this time, directly or indirectly, by nationals and residents of Germany. |
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clearly that the major nationalization plan will require considerable 
time to be placed in effect. in view of the legal technicalities involved in 

| transferring land titles. In arecent conversation he informed me that 
| President Ubico had instructed him to take up with me the situation of 

the Proclaimed List coffee, pointing out that the Government was con- 
cerned with the revenue from the taxation involved as well as the con- 
tinued operation by the intervention system. I assured the Minister 
that the problem would receive our sympathetic consideration and in _ 
response to his invitation I have informally requested him to obtain 

| detailed information with regard to the status of the accounts of in- 
| tervened fincas. - | | | 

| It is obvious that the proposed nationalization plan will be delayed 
: for some time and in the meanwhile it is anticipated that we will be 

subjected to increasing pressure from the Government with regard to | 
the disposition of Proclaimed List coffee. According to figures col- 
lected by the Commercial Attaché the production of coffee on non- 

| Proclaimed List fincas during this crop year appears to be adequate - 
to fill the present United States import coffee quota assigned to Guate- 

| mala. The present quota against which shipment can be made 
amounts to 784,000 quintales, after deducting the total carry-over 
shipped to the United States and held in Guatemala from the pre- © 
vious crop year amounting to 87,000 quintales. The current crop year 

| _ is reliably estimated to exceed previous crop years by approximately 
10%. If the crop estimates are borne out it therefore appears that 
no Proclaimed List coffee can move within this year’s quota. | 

As a stop-gap measure it has occurred to me that we might wish to 
| suggest to the Guatemalan Government the possibility of providing by 

decree for the expropriation of all coffee and other products from 
Proclaimed List fincas until such time as adequate measures for their 

| nationalization can be carried out. In this way the Guatemalan Gov- 
ernment would obtain all income from the properties and the interest 
of the German owners in current production would be eliminated. 
Such a proposal on our part might well be accompanied by an offer to 
assist in arranging for the sale of 20% of the global amount of Pro- 
claimed List coffee outside of the quota to an appropriate United 
States Government agency. By withholding action on our part on the 

| remaining 80% of Proclaimed List coffee the Guatemalan Government 
would doubtless realize the necessity for expediting their considera- 

| tion of the nationalization program. From. a conversation which I 
have had with the Minister for Foreign Affairs I am inclined to be- 
lieve that such a suggestion would be favorably received. 

The situation as I visualize it may therefore be stated as follows: : 

(a) The Guatemalan Government is determined to nationalize 
enemy alien properties, although this program may be subject to pro- 
tracted delay. | | - | |
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-(b) No definite program will be adopted in any event until the cur- | 

rent CAPCO negotiations have been disposed of. Pe E 

 (c) Present estimates are that non-Proclaimed List coffee will be | 
ample to fill Guatemala’s present United States coffee quota. ft 

(d) The Legation and the Department will be subject to constant | : 
pressure for the disposal outside of the quota of Proclaimed List coffee. — I 

(ec) A temporary solution would be offered through immediate ex- | 
propriation by the Guatemalan Government of all products of pro- I 
claimed coffee. | - | | | 

(f) An offer from the United States to facilitate the disposal of say I 

20% of Proclaimed List coffee until adoption of a vesting procedure | 

or nationalization decree might offer a possible solution. | 

The Legation will forward to the Department figures on the accounts L 

of the owners of Proclaimed List fincas which have been requested | 

through the Minister for Foreign Affairs as soon as received. In ad- 

dition I hope to have an opportunity during the current CAPCO 7 

negotiations to obtain further clarification from the Foreign Minister : 

of his views toward the Government program for the nationalization : 

of enemy-owned property. , | | . | | | 

Respectfully yours, - GERALD A, Drew 

840.51 Frozen Credits/9878 — | | | | a 

The Chargé in Guatemala (Drew) to the Secretary of State : 

co , ‘- [Extracts] lee os | 

No. 38701 | Guatremata, March 18, 19438. | 
| ee | [Received March 26.] 4 
Sm:...) : Oo 

Agricultural properties of Proclaimed List nationals producing : 
coffee are now directly intervened through the medium of the Depart- ; 
ment of Intervened Fincas of the Central Bank. Inasmuch as the 

intervention of the Proclaimed List coffee fincas involves some 190 : 
properties and én toto represents around 30 percent of the total export- _ 
able coffee crop, the magnitude of the operational aspect of the inter- | 
ventor system and its importance in the economy of the country | 
becomes apparent. OS a cena | 

_. Few industrial concerns figure on the Proclaimed List and as yet 
no Proclaimed List commercial establishments have been subjected to | : 
direct control or intervention by the Government. __ 

_. While certain measures had been adopted as early as October of 
1941, the basic Guatemalan restrictions aiming at control over the 
economic and financial operations of undesirable persons derive from | 
Decree No. 2655 which was dated December 23, 1941 (published in 
Diario Oficial of January 2, 1942, and text transmitted with Despatch
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No. 2463 of January 23, 194215) generally known and hereafter re- 
ferred to as the “Emergency Law”. Section 3, Articles 14 to 24 
inclusive of this law establishes restrictions of an economic nature. 
Prohibited activities include all commercial and financial operations 
with enemy countries; commercial and financial transactions which 

_ occur within the country and in which blocked nationals might have 
| an interest, except under Government license; commercial or financial 

operations and business transactions within the country involving 
| individuals, groups or associations who injure or act inimically toward. 

the defense of the Western Hemisphere. Domestic banks, except 
under specific license, cannot effect payments, transfers or withdrawals 
of funds if any of the countries with which Guatemala is at war, or a 
national of such countries, has an interest in said operations. The 
deposits, credits and current accounts of nationals of countries at war 

| with Guatemala and of persons figuring in the Proclaimed List of _ 
Certain Blocked Nationals are frozen and blocked. a 

Blocked nationals and also Proclaimed List nationals are, however, 
permitted to exercise their habitual and ordinary civil occupations as 
long as they neither contravene the laws, regulations or ordinances of © 
the Republic, nor engage in activities menacing the security of the 
nation or the integrity of its institutions. The Emergency Law 
further provides for the supervision, intervention and direct control 

| over any commercial, industrial or agricultural enterprises owned by 
or administered by blocked or Proclaimed List nationals. 

A person.or group of any nationality acting as a cloak for a blocked 
_ national in any financial or commercial transaction connected with an 

importation or exportation will be considered as included in the effects 
of the Emergency Law and in the same status as a blocked national 
without prejudice to the Executive Power to confiscate the articles 
involved in such traffic. se 

The registration in the Registry of Deeds of any transaction in- 
volving the real estate or property rights of a blocked national is 
prohibited, excepting where the real property or property right is 

: transferred by inheritance, legacy or grant causa-mortis, or by acourt 
decision based on documental rights originating at least three months 

| prior to the declaration of war. Notaries are forbidden to authorize | 
documents or instruments respecting real property or property rights 

| registered in the name of a blocked national without the specific 
sanction of the Executive Power. eer 

[Here follows a chronological survey of the various economic 
and financial control measures promulgated by the Guatemalan 
Government. | | ote a a | 

* Not printed. a er oe
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| In respect to the standards for the application of financial and. 

economic controls within the American Republics, as set forth in | | 
Resolution No. 5,!* Guatemala has through its intervention of the | 
coffee properties of Proclaimed List nationals, and in the collection | I 

of the special war tax assessed against the exported product of such | 
fincas, in effect diverted the largest proportion of the profits that | 

- would ordinarily accrue to the Proclaimed List nationals who are sifgy 
subject to these controls. The Central Bank is currently setting aside | 
1.67 percent of the proceeds derived from the sale of Proclaimed List : 
coffee, and this amount is blocked in the names of the Proclaimed 

List owners and a further. deterrent toward the accumulation of f 

sizeable amounts in the blocked accounts is the fact that in many | 
cases withdrawals are permitted from these funds for the subsistence =| 
of the owners, in conformity with prevailing legislation. The per- | 

centage mentioned as set aside for blocking represents approximately | 
0.20 ofaquetzal foreach quintalofcleancoffeesold. 8 | 

In approaching the objective of eliminating from the economic life | 

of the country the undesirable influence and activity of persons or : 
entities whose activities are, or have been, inimical to the security of : 
the Western Hemisphere, it will be observed that property rights of 
Proclaimed List nationals still vest in their original owners and no © | 
provision has been made whereby the Guatemalan Government may 

undertake to vest any of these properties. Commercial establishments | 
of Proclaimed List nationals continue to operate and have not been = =— 
intervened, although their funds are subject to the blocking procedure. 
The Government has, none-the-less, the power to liquidate inimical i 

enterprises and the desirability of re-nationalizing these properties __ | 
has been enunciated in the Central Bank’s official publication Revista 

| de la Economia Nacional (No. 66), (Afio VI, June 1942, pp. 12-16). . 
- The influence of the German Colony in Guatemala has, notwith- | 
standing the circumstances that titles have in but few instances been 
transferred to desirable persons, been definitely weakened under the — 
interventor system. The agricultural properties which are operated - 

under the interventor procedure are managed by an Administrador : 

who is a direct employee of the Department of Intervened Fincas. | 
This official resides on the property and is in addition to the Bank’s | 

fiscal agent, the Interventor. Former German employees of the fincas” | 
have been dismissed and the properties are in reality directly operated i 

by the Guatemalan Government through the Banco Centralasrespects => 

coffee fincas, and through the Crédito Hipotecario Nacional for all : 
other intervened properties. Since Guatemala’s declaration of war — 
278 enemy aliens have been deported, 383 Germans have been re- : 

8 For text of Resolution No. 5, see Pan American Union, Final Act of the a 
Inter-American Conference on Systems of Economic and Financial Conirol, p. 16.
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patriated and at the present writing plans are under way for 
additional repatriations. es , 

| - The policy of the Central Bank and the conduct of its interventor 
system is in the direction of expending as administration and main- 
tenance charges the largest proportion of the proceeds derived from 
the sale of produce from the Proclaimed List coffee fincas so that in 
reality the blocked accounts are being kept at what may be considered _ 
a reasonable minimum. The condition of the fincas as a whole was 
not, according to the Central Bank, as good as was expected in view 
of the generally accepted hypothesis that Nazi-German efficiency in 
management and operation was superior to that of Guatemalan na- 

_ tionals. The Germans had not, it is claimed, kept their farms up to | 
Guatemalan standards so that unexpected expenditures have been 
necessary to put the fincas in good shape. | 
In point of fact, the total amount of the funds blocked in the Cen- _ 

tral Bank in the name of blocked and particularly of Proclaimed _ 
List nationals, while such sums naturally increased from the pro- 
ceeds derived from the 1941-42 coffee crop, have now diminished to | 
what may be considered a reasonable minimum. | | 

The problem now confronting Guatemala is the orderly disposal of 
the 1942-48 crop from these intervened Proclaimed List properties. 

Respectfully yours, _ For the Chargé d’Affaires ad interim: 
. | : | ARCHIBALD R. RanpotpH 

oo | a | Acting Commercial Attaché — 

740.00112A European War 1939/27764 : Airgram | 
Lhe Secretary of State to the Chargé in Guatemala (Drew) | 

_. "‘Wasuineton, April 7, 19483—4:10 p. m. 

A-386. Your A-172, March 26 17 and previous communications with 
reference to the formulation of a plan for disposing of the current 
Proclaimed List coffee crop. Also your despatch 3562 of February | 
2, 1943.17 : 2 oe | 

The Department has been informed that the War Department is 
- now interested in purchasing through a single contract for use in the 

| ‘United States the entire 1942/48 Guatemalan Proclaimed List coffee 
crop. This suggestion rests upon the fact that such coffee could be > 
shipped directly to the West Coast, thus obviating the necessity of 
shipping coffee needed in that area by rail from the East Coast. The 
War Department has also informed the Department that it is pre-— 
pared to pay current prices, and that, because of the size of the contract, 
it would prefer the contract to be handled by a single importer in 

Not printed. ee Oo -



this country, probably the same person that handled the War De- 
partment’s contract last year, 7 ee 

| _ The Department perceives no objection to the purchase of the 
entire crop through a single contract for Army needs, provided 
(a) the negotiations for and the execution of such a contract are 
not permitted to jeopardize the successful conclusion of the formula- _ 
tion of a plan for eliminating any Proclaimed List interest in the t 
coffee along the lines outlined in previous communications and (5) 4 
the Proclaimed List is not used as a means of securing better terms [ 

_ for the coffee than would otherwise be obtainable or to force a sale | 
to the Army should the Banco Central desire to sell to other pur- sf. 

_ chasers. In the latter connection it is understood that the War De- _ 
partment has been purchasing its coffee requirements in the open | 
market without preferential treatment. rr 

| _ [Here follow procedural details concerning negotiations for an — 
| entire-crop purchase contract, and a discussion of coffee exports to 

- Switzerland. ] a ae oe re | 

740.00112A European War, 1939/29365 . ce a | 
| Lhe Minister in Guatemala (Des Portes) to the Secretary of State 

No. 3829 _. -- -Guatemara, April 20, 1943. | 
- ce, So [Received April 23.} _ 

_ Str: In continuation of my telegram No. 187 of April 20, 1 pm, 
_ 1943,* I have the honor to enclose copy and translation of Guate- 
malan Foreign Office Note No. 5298 of April 15,38 with regard to. | 
the disposition of coffee produced on Proclaimed List plantations. | 

The principal emphasis in the Guatemalan note is on the Govern: _ | 
ment’s desire to obtain a solution of the problem of the disposition 
of Proclaimed List coffee and only incidentally gives assurances re- | 
garding the participation of the owners in the profits derived from | 
the sale of such coffee. In addition, as pointed out in my telegram, | 
the Government indicates that it would be disposed to increase the | 

_ present “war tax” on Proclaimed List coffee in the event that higher | | 
prices should be obtained this year. The note omits any reference to | 
the Guatemalan Government’s intentions with respect to expropria- 4 
tion or vesting of Proclaimed List properties. ED te BO 

In a conversation with the President yesterday he stated that the : 
Guatemalan Government could not constitutionally proceed to ex- ) 
propriation of Proclaimed List properties at the present time but | 

_ at the Peace Conference his Government would present. to the Axis | 
Powers a bill for claims arising from the War which would be in: excesS | 

Not printed. | Sypiateay be aor
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of the value of the Proclaimed List properties. He added that the | 
properties would then be expropriated and that the owners would 
have to look to the German Government for payment. This present — 
attitude of the President is considered to be less satisfactory than 
the position previously taken by the Foreign Minister who had 
indicated that the Government was prepared to proceed promptly 
with expropriation. The reason for this change in attitude is not — 
known, | re | 

_ The statement of the Guatemalan Foreign Office to the effect that. 
the owners of Proclaimed List properties are receiving minimum 
benefits from the sale of coffee is borne out by the data which were 
transmitted to the Department with the Legation’s despatch No. 3774 
of April 8.24 In the event that the Department decides to authorize 
the importation into the United States of Proclaimed List coffee it 
is believed that the size of the profits accruing to the owners will be | 
at least as small as for the previous crop year. If the profits are 

| larger than considered desirable it is believed that the Government 
of Guatemala would be prepared to carry out its suggestion of im- 
posing an increased “war tax” on the sale of Proclaimed List coffee. 
In fact it is currently rumored that the “war tax” will be increased 
within the. next few days from the present rate of $4.00 to $5.00 | 

per quintal = Ca 
| ~ While the failure of the Guatemalan Government to proceed with 

expropriation of Proclaimed List properties is a source of disappoint- 
ment: it is not believed that it would be possible at this time to obtain 
any more satisfactory assurances than contained in the enclosed note 

| and I recommend that I be authorized to inform the Guatemalan 
| Government that sales of the current Proclaimed List coffee crop will 

- be permitted. = | | | 
~ Respectfully yours, — Fay Atien Des Porrss 

740.00112A European War 1989/29558 : Airgram : oe 

_ The Secretary of State to the Ambassador in Guatemala (Long)” 

cpeg1 op BRIGAR ops. Wasuineton, May 17, 1948—6 : 30 p. m. | 

| A-436. Your despatches 3829 of April 20, and 3832 of April 21” 
and previous communications with reference to’ the current Pro- 
claimed List coffeecrop; = 

." Not printed. ERIM NEM 
2 'The American Legation in Guatemala had been raised to the status of Em- 

| bassy, and Mr. Boaz Long presented his credentials as Ambassador on May 19, 

2 Latter not printed. — | sl bob, 

7
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The Treasury Department has approved, under Executive Order 
No. 8389, as amended,” the importation into the United States, and 
other dealing in coffee of the current year’s crop, produced on fincas 

- owned by persons on the Proclaimed List. Such approval is based | 
- upon the assurances received from the Guatemalan Government with : 
respect to the continuation of the control program and such coffee can, 

of course, be imported only in accordance withitsterms. a | [ 
_ It is suggested, however, that, before any notification is given asto ' 

the approval of the plan, you arrange for the delivery to you, on as | 
current a basis as possible, of all data (such as a list of all sales and — : | 
sale prices, administrative expenses with respect to each finca, eb | 
cetera) necessary for a determination by youfromtimetotimeinthe = ~~ | 
future that the control plan is being adhered to and whether further L 
action would be desirable at any time in order to reducetoa minimum = 
the profits to be credited to the blocked accounts of the Proclaimed - : 
List owners of the fincas. In view of the difficulties encountered in 

| obtaining such figures this year, you may, in your discretion, wish to _ | 
obtain written assurances from the Guatemalan authorities that such sf 
data will be promptly forthcoming in the future upon request. oo i 
In addition, with reference to the proposal of the Guatemalan Gov- — 

ernment to defer nationalization of Proclaimed List fincas until after | 
_ the war, it is suggested that, in your discretion, you continue to point | 

out the desirability of legislation which will permit more immediate. | | 
action against the dangerous firms on the Proclaimed List. __ - | | | 

. As directions with reference to the necessary modal arrangements _ 
are requested in your despatch no. 38832 of April 21, the points raised 
inthatdespatch willbeansweredinorder: = | |... 

_ 1. Treasury and the Department are of the opinion that separate — | 
Treasury licenses need not be issued, either by you or in this country, 

_ permitting each sale of Proclaimed List coffee. You are accordingly 
authorized to notify all United States persons and firms that, notwith- 
standing General Ruling No. 11,75 such coffee can now be dealt in and 

- imported into this country without the necessity of obtaining specific | 
Treasury licenses, under Executive Order No. 8389, as amended, and 
to notify all local persons and firms that they will not be recommended : : 
for inclusion on the List if they participate in the purchase of such 
coffee for shipment to the United States. In order to insure that all __ : 
prospective buyers will have an equal opportunity to negotiate for and | 
‘buy such coffee you should take such steps as you may deem‘advisable | 
to notify all prospective buyers of the approval of the control plan. — | 

oo / * Vor the original order, signed April 10, 1940, see 5 Federal Register 1400. wae Joa | : 
 *¥For text of Ruling No. 11, see U.S. Treasury Department, “General Ruling — 
No. 11 Under Executive Order 8389, as amended, and Regulations Issued Pursuant | | 
Thereto, Relating to Foreign Funds Control,” in Documents Relating to Wartime eee 

| Jeecd 19 Property Controls of the United States Government (Washington, oo
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2 The Consulate General 1s hereby authorized to issue consular in- 
_-voices covering shipments of coffee produced on fincas owned by per-— 

_ sons on the Proclaimed List. Such authorization covers the entire _ 
current Proclaimed List coffee crop and applies to shipments to private 
importers in this country, as well as to any shipments intended for 
Army use. Such consular invoices are to be issued only when the Con- 
sulate General is satisfied that the sale is being made pursuant to the 
control plan and may be refused in the event that the control plan is 
not being adhered to in any instances. _ | 

8. In view of the need for coffee in this country, and of the con- | 
cession being made in permitting Proclaimed List coffee into this 
country, it would be preferable if all of the Guatemalan Proclaimed 
List coffee were shipped to this country. It is hoped, therefore, that 
no sales will be made to the Swiss, and you may wish discreetly to 
intimate this to the Central Bank. It is believed, however, that your 
authority under the circular instruction of February 25, 1942, 
grants you sufficient authority to deal with any questions which may 
arise, with respect to the acceptance of Proclaimed List coffee which 
is not to be shipped to the United States, by United States shipping __ 
and railway companies. With respect to such sales, you should make _ 
sure that the coffee is actually going to be shipped and will not be 
stored for the duration in Guatemala before granting specific licenses. 

| This airgram relates only to Proclaimed List coffee and does not 
: purport to answer the questions raised in your A-231 of April 27.77 

| Separate instructions will be issued to you in the near future with 

regard tosuch problems. 2 2 2 2 2 oo 

| | | | gs a How 

| 740.00112A European War, 1939/31029: Telegram : oo | 

The Secretary of State to the Ambassador in Guatemala (Long) 

: ve Wasurneron, May 25, 1948—midnight.  _ 

276. Your 252, May 22, 5 p. m.2° The Department has ‘been in- 
| formed that it is stated in Guatemala that this Government is insisting 

that all Proclaimed List coffee be sold by the Banco Central in lots 
at auctions. OR RE me | 

You should make it clear to the appropriate Guatemalan authori- 
ties, and in your discretion to any other interested parties, that this 
Government is insisting upon no special conditions with regard to the 
sale of Proclaimed List coffee other than those set forth in its airgram 
no. 436 of May 17, 6:30 p. m. Provided Proclaimed List coffee is _ 

: sold in accordance with those conditions and with the Inter-American 

7 3 Not printed. - a | no a | : 
_* Airgram No. A-231 recommended that consideration ‘be given to the question 

of purchases of products other than coffee, particularly cinchona bark, from Pro- 
claimed List plantations intervened by the Banco Central (740.00112A European 
War 1939/29739) . |
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. Coffee Agreement, the Department considers it otherwise entirely for | | | 

the Guatemalan Government to decide in what manner the coffee is 

to be sold. - os a | 

For your confidential information, the Department does not wish 

to prevent an en bloc sale of Proclaimed List coffee by the Banco an 

Central through regular trade channels to the Army. You should | 

of course be careful, in accordance with the policy described above, — | 

not to take a position either for or against such a sale. re | 

| oe So Aon | 

| 740.00112A European War, 1939/31340: Telegram | - — | 

The Ambassador in Guatemala (Long) to the Secretary of State — I 

| a ; ee Se | GUATEMALA, May 26, 1943—8 p. m. | 

a : [Received May 26 (27?)—1: 38 p.m. (a.m.?) ] | 

259. Reference Department’s telegram No. 276, May 25. Salvador i 

del Egado [Delgado], local representative of J. A. Medina Company, — | 

advises that he has purchased on behalf of his principals for delivery : 

to the U. S. Army entire lot of Proclaimed List coffee held by the | 

Central Bank | a _ 

Details follow by airmail. a a : 
ey : SO | _ Lone f 

--740.00112A European War, 1989/82546 | | 7 oe | 

_ ‘The Ambassador in Guatemala (Long) to the Secretary of State — | 

. a . [Extracts] a, | 

No. .97 a es. GuaTEMALA, June 18, 1943. . 

, | | | [Received June 22.] 

_ §m:I have the honor to report that under cover of a note dated | 
June 8, 1948, the Guatemalan Ministry of Foreign Relations has for- 
warded to this Embassy copies of three contracts signed by the Banco 

_ Central de Guatemala, for the Government of Guatemala, and Salva- 
dor Delgado, representing the firm of J. A. Medina Company of | 

| New York, covering the purchase of 162,750 quintals of cleaned coffee 
from properties on the Proclaimed List and intervened by the Banco 
Central. The contracts cover the following amounts and prices: _ | 

_ 12,400 quintals Maragogype, at $14.00 per quintal. . 
75,305 quintals arabigo, at $15.00 per quintal. oo 
75,045 quintals arabigo, at $15.00 per quintal. ee oo 

All prices are f.0.b. Puerto. Barrios, and a credit of $2,400,000 has ; 

- been opened in the Guaranty ‘Trust Company of New York in favor _ 

| 2 Despatch No. O,infraa | 2 oe | 

461-085—64——24 |
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of the Banco Central de Guatemala to cover the purchase. Delivery 
| is to be made as soon as possible, with August 31, 1943 named as the 

_ time limit. We have been advised by the Banco Central that. ship- 
ments will be made direct to the United States Army by the bank, 
the coffee having been purchased for sale to the Army. 7 | 

This Embassy’s despatch No. 39, of May 31, 1943, outlined in 
detail the steps taken to advise the Guatemalan Government that the _ 
Proclaimed List coffee crop for 1942-43 would be permitted to enter 

. the United States, and to give all American firms, or their representa- 
tives, in Guatemala simultaneous notice that this coffee might be 
purchased without specific license. Copies of the communications with 
the Foreign Office and the letters to the trade will show that at no 
time did this Embassy give any indication whatsoever of preference 

| as to the manner in which the Banco Central should sell the coffee, 
or the customers to whom it should be sold. The report received by 

| the Department, as stated in the Department’s Telegram No. 276 of 
May 25, to the effect that our Government was insisting on a public 
auction of the coffee, was a complete misrepresentation of fact. 
_ It was realized that the Army was anxious to get this block of 
coffee, and this Embassy would have been glad to do. anything con- | 
sistent with our instructions, to assist the Army to secure it. Pur- 

| chases of other foodstuffs which the Army needs have been discussed | 
with the Quartermaster Corps’ local representative and any assistance 
possible rendered him. It is difficult to. understand why, when the 

| Army has one of its own men here as a purchasing representative, it 
could not have instructed him to buy this coffee, thus avoiding the | 

| large profit for the agent. . The fact that this was not done,and that 
the purchase was handled as it was, has created such a generally un- 

_ favorable impression that it is felt that the Department should be 
| advised of the situation. — eee ee | 

__ The note submitted by this Embassy to the Guatemalan Foreign 
: Office was handed as a public document, to the Coffee Advisory Board, 

so that it should have been recognized that we had specifically asked 
| for equal treatment for all coffee buyers, American and Guatemalan 

alike. However, there is strong evidence to support the report that 
considerable resentment is felt against the Embassy in local coffee 

_ circles, and that even in fairly high Guatemalan Government circles — 
the impression exists that we were instrumental in securing the busi- 
ness for Mr. Medina. The exclusive way in which the Army handled 
the business, and the fact that the Ministry of Finance took the matter 
out of the hands of the Banco Central, have also been widely criti- __ 

*Not printed. - a |
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cized. It is reported that better prices could have been secured for 

the coffee, and the repeated accusation of under-grading on the types 

of coffee purchased is taken as an indication of excessive profits to be 

made on the transaction. T his Embassy is not in a position to vouch 

for these statements, nor can it deny them. The fact that they are ; 

current is considered extremely unfortunate. 

Respectfully yours, = == | For the Ambassador: I 

rn oe ArcnipaLp R. Ranpotreut | 

Acting Commercial Attaché |



SUPPLEMENTARY AGREEMENT BETWEEN THE UNITED STATES AND 
HAITI CONTINUING IN FORCE CERTAIN PROVISIONS OF THE AGREE- 

' MENT OF SEPTEMBER 30, 1942, RESPECTING HAITIAN FINANCES 

| [For correspondence concerning the agreement of September 30, 
1942, see Foreign Relations, 1942, Volume VI, pages 465 ff. For text 
of supplementary agreement, signed at Port-au-Prince August 28, 
1943, see Department of State Executive Agreement Series No. 378, 

7 or 57 Stat. (pt. 2) 1368. ] 

3620 | | 7



Se HONDURAS eS : 
- DISCUSSIONS CONCERNING THE WAIVER OF CONSULAR FEES ON | 

ee SUPPLIES FOR THE INTER-AMERICAN HIGHWAY — &§ 

810.154/1969 | | eo | | 

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

OO ss [Extracts] 7 | | 

No. 2624 - oe Troucieaupa, February 12, 1943. | 
| . - [Received February 16.] 

Sm: I have the honor to report that the contractors on the Inter- ‘ 
American Highway! have informed me that they may be forced to | 
stop construction work unless: (1) the Honduran consular charge of : 
eight percent ad valorem on imports is waived, or, (2) their contracts — 
with the United States Government and the Honduran Government. 
are modified to make allowance for the payment of such charge.” 

Decree No. 66, of March 9, 1926, was published in the official Hon- © | 
duran publication, Za Gaceta, a complete set of which, it is believed, _ 
are on file in Washington, on April 30, 1926, issue No. 7002. This | 
decree concerns the refunding of the British-French loans of 1867-70; 
the refunding agreement was fulfilled until October 1942, when the — 
Honduran Government requested permission to suspend payments be- 
cause of reduced consular receipts arising out of the shipping diffi- | 

- culties of the war. Article 8 provides in part that in guaranty of the _ 
payment of the semi-annual bonds of 20,000 pounds sterling each, and | 
the expenses for servicing the debt, the Honduran Government will __ 

set aside the product of the consular fee of 3% on all consular invoices | 
for merchandise destined to Honduras. This fee of 8% will be col- i 
lected obligatorially and exclusively by means of special stamps which 
will be deposited in the hands of the National City Bank of New York : 

1 Frederick Snare Corporation and Swinnerton, McClure, Vinnell Associates. | 
?The Honduran Ministry of Finance, through the Honduran Foreign Office, E 

informed the American Legation prior to the date of this despatch that although E 
it would gladly dispense with all other duties, taxes, and charges on importa- 

_ tions for the Inter-American Highway, it was prevented from waiving the 
consular fees by the wording of artiele 8 of the contract approved by the Gov- 
ernment of Honduras, for the first part, and the Corporaci6n de Tenedores de — 

Bonos Extranjeros de Londres (London Bondholders Council), and the Comité 
de Tenedores de Bonos de Honduras, for the other part. This contract, approved | F 
by Decree No. 66 of March 9, 1926, not found in Department files = | 

, | | 363
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| or other bank of recognized credit, accepted by the parties, to be sold _ 
to exporters (to Honduras) for the payment of said fee as it becomes 

| necessary. The text of Article 8 is contained in Enclosures Nos. 4 
| and 5 * to this despatch. ae ne 

On March 17, 1930, the Honduran Government issued Decree 
No. 139, published in Za Gaceta of April 10, 1930, No. 8169, which 
raised the 8% ad valorem consular fee to 5%, and which provided that 
the 2% increase should be used for the redemption of the Ferrocarril 

| Nacional and the dock at Puerto Cortes. Enclosures Nos. 6 and 7 * to 
this despatch contain the text of Decree No. 189. | 

On March 5, 1942, the Honduran Government issued Decree No. 69, 
published in Za Gaceta of March 10, 1942, No. 10,652, which raises 
the consular fee from 5% ad valorem to 8%, and which provides that 

| _ the 8% increase is to be destined for the payment of the diplomatic 
and consular services. It also provides that “when the said income __ 
is freed from the obligations contracted by decree No. 66, of March 

| 9, 1926, which levied a tax of 8%, there is to be destined the 5% from 
| the product of the same consular levy, as guaranty for the fulfilment 

of the obligations which may be contracted by virtue of Decree No. - 
52, of February 11, 1942.”5 ... | oe | 

In view of the fact that the Export-Import Bank was apparently — 
aware of the existence of the 8% fee of 1926, the 2% of 1930, and the 
8% of 1942, the Legation hesitates to take the position that these 
charges should be waived because the Export-Import Bank clearly is 

, an interested party,® as well as the Corporacién de Tenedores de 
Bonos de Londres, in the payment of the 3% fee of 1926, and may be 
under the impression that the 2% of 1930 and even possibly the 38% _ 

| of 1942 are also part of its guarantee. At the same time, it seems 
rather incongruous that. the U.S. Government and the Honduran | 
Government should, in order to construct the Inter-American High- 
way, be forced to pay the Corporacién de Tenedores de Bonos de 
Londres, and perhaps later, the Export-Import Bank itself. In any 
case, a good deal of needless accounting and bookkeeping might pos- 
sibly be avoided by appropriate negotiations at this time. 

_*Neither printed. = | ESET : | 
* Decree No. 52, copy of which was forwarded to the Department by the Min- 

ister in Honduras in his despatch No. 1847 of February 20, 1942, authorized 
the President of Honduras to contract a foreign loan with the Export-Import : 
Bank in Washington of a sum not to exceed $15,000,000. (815.51/990). : 
Under the terms of article 6 of the loan agreement of September 9, 1942, 

between the Republic of Honduras, the Banco de. Honduras, and the Export- 
Import Bank of Washington, the Bank’s loan was secured, in the last contin- 
gency, by income from consular fees. For text of agreement, see Department 
of State Executive Agreement Series No. 296, or 56 Stat. (pt. 2) 1848.
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It seems pertinent at this point to refer to the Department’s instruc- : 
tion No. 835, of July 24, 1942,’ pointing out that the increase in _ 
consular fee from 5% to 8%, as reported in the Legation’s despatch 

—-No. 1912, of March 18, 1942,’ is apparently in conflict with Article I 
| of the trade agreement of December 18, 1935, between Honduras and = I 

the United States. This has been brought to the attention of the : 
Honduran Foreign Office in two informal memoranda. No reply has | 
been received, but the Legation will inform the Department promptly _ I 

regarding any future developments. _ | i Plat | I 
In order to prevent the stoppage of work on the Inter-American | 

Highway, the Legation respectfully suggests that the Department | 
immediately arrange a working agreement with the representatives 
of Swinnerton, McClure, Vinnell and the Frederick Snare Corpora- i 

- tion in Washington, the British representatives of the Corporacié6n | 
de Tenedores de Bonos de Londres, the Export-Import Bank, the 
U.S. Public Roads Administration, and the Honduran Minister in | 
Washington,® regarding the 8% Honduran consular fee. _ . 

_ The Legation would appreciate the receipt of information by tele- , 
eraph as.soon as an agreement may have been reached. 3 

Respectfully yours, oe  Joun D. Erwin : 

810.154/2005 BN eee CEGGENSE AD Te ' 

Lhe Minister in Honduras (Erwin) to the Secretary of State | 

— No.2885 --- Treucieapa, March 30, 19438. | 
nde ee a [Received April 3.] 

| _ Sm: With reference to the Department’s instruction No. 1185, of = 
March 26, 1943,’ and to previous correspondence in connection with 
the difficulties arising from the insistence of the Honduran authorities — 
that they could not waive the 8% consular charge for the materialsim- 
ported for the construction of the Inter-American Highway, I have 

the honor to report that Mr. E. W. James? discussed the matter in- : 

formally with me during his recent stay in Tegucigalpa, but that I : 
have no knowledge of any arrangement which he may have worked out | 

with the Honduran authorities. — EN as - 

In order to complete the Legation’s files and to be prepared in case | 
the difficulties recur, I would appreciate receiving information as to _ | 
the terms of the agreement and the name of the Honduran official with | 

~ whom Mr. James made it. | a we | 
Respectfully yours, a Joun D.Erwin : 

7Not printed. | OS a ; aoe 
® Executive Agreement Series No. 86; 49 Stat. (pt. 2) 3851. ee oe | 
* Julian R. Caceres. a ae Ps | 

| 1 Hdward W. James, Chief of the Inter-American Regional Office, Public Roads ; 
Administration. | : | |
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810.154/2021 aoe, | ae 

The Minister im Honduras (Erwin) to the Secretary of State _ 

No. 2910 S | Treucieatpa, April 26, 19438. 
| | co | | [Received May 3.] 

_ Sir: I have the honor to refer to the following communications: | 

1. Legation’s despatch No. 2624 of February 12, 1943 
2. Legation’s despatch No. 2631 of February 16, 1943 3 _ | 
8. Department’s instruction No. 1185 of March 26, 1948 18 
4, Legation’s despatch No. 2835 of March 30, 1943 
5. Department’s instruction No, 1218 of April 16, 1948 18 | 

_ There are enclosed herewith copies of a letter of April 9, 1948, from | 
Mr. E. W. James to Mr. W. H. Schwiesow.*4 , | 

It is noted that instead of proposing a manner of waiving the con- — 
sular fees of 8% as vigorously demanded by the highway contractors 
and as reported in the Legation’s despatch No. 2624, Mr. James has _ 
merely suggested that the full 8% consularfeesbepaid. — 

_ As explained in the Legation’s No. 2624, it does not appear that the 
full 8% should be paid in any case. In addition, attention is directed | 
to the fact that even the payment of the three percent would constitute 
in effect: (1) payment to the London Bond Holders Council of one- 
third the amount of the fee on all imports for the construction of the 
Honduran section of the Inter-American Highway by the Honduran 

| Government, and (2) payment to the London Bond Holders Council of 
two-thirds the amount of the fee on all imports for the construction 

| of the Honduran section of the Inter-American Highway by the  _- 
United States Government. Assuming, for example, that there will be 
imported $2,000,000 worth of materials for the Highway, there would 
be paid to the London Bond Holders Council from the three percent | 
fee, $60,000, of which the United States Government would pay 

| ‘$40,000. This illustration is predicated on the assumption that the © 
amounts collected are needed for the semi-annual payments to the 
London Bondholders. eS 

It should be noted that the full 8% has until the present been waived 
, by the Honduran Government in response to demands by the Highway 

contractors direct to the Ministry of Finance and the President. The 
Legation would appreciate additional instructions at as early a date 

-as possible indicating whether or not the United States Government 
is willing to make this donation to the Honduran Government. 

_ Respectfully yours, ee SEN D. ERwin 

* Not printed. ae | Oo 
“ Will H. Schwiesow, Associate Highway Engineer, U.S. Public Roads Admin- 

istration, stationed at this time in Honduras. Letter not printed.
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810.154/2007 | | are | 

_ The Secretary of State to the Ambassador in Honduras (Erwin) * 

No.1262 | ‘Wasntneton, May 17, 1943. | 
Sir: The Department has received your despatch no. 2910 of ' 

April 26, 1948, regarding the 8% consular fee which the Honduran | 
authorities wish to charge on material imported for the Inter- | 
American Highway work. | Oo [ 

_ In view of your explanation that the Honduran Government has | 
already acceded to demands of the highway contractors that the if 
entire 8% consular charge be waived, the Department will accept this | 
situation. The Public Roads Administration, on being consulted, 
also signified its assent to the maintenance of the present situation. | : 
You may therefore disregard the Department’s instruction no. 1218 0f © 

April 16, 1948.* | co 
For your confidential information, the Department is somewhat : 

concerned at the financial and psychological effect which this waiver 
may have on Honduras, which has suffered more than any other 
Central American country from war-engendered economic disloca-_ 

tions. The Department does not feel that this consideration is of 
sufficient importance to warrant re-opening the question. It does, : 
however, desire that you keep its views in mind in the event thatthe 7 
question should arise again in any form, and it wishes you to keep- | 
it informed of any developments which you may observe. | 
‘Very truly yours; | For the Secretary of State: : 

| oe | SUMNER WELLES. 

| 810.154/2085 | — | | 

The Ambassador in Honduras (Erwin) to the Secretary of State — 

No. 67 | | | | TRoUcIGALPA, May 21, 1943.. 
| oe [Received May 25.] | 

| Sir: I have the honor to refer to the following communications:: | 

oe 1. Despatch No. 2624, of February 12, 1943 | | 
_ 2. Despatch No. 2631, of February 16, 1948 7” 

3. Department’s instruction No. 1185, of March 26, 1948 *” | 
4, Despatch No. 2835, of March 30, 19438 
5. Department’s instruction No. 1218, of April 16, 19438 7 | 
6. Despatch No. 2910, of April 26, 1943 | 7 
7. Department’s instruction No. 1262, of May 17, 1943. | 

©The American Legation in Honduras was raised to the status of Embassy on 
April 27, 1948, when Minister Erwin presented his credentials as Ambassador. 

146Not printed; it indicated that the Department had approved a compromise- 
plan suggested by E.W. James of the Public Roads Administration (810.154/2005).. 

~ Not printed. | | | a 7
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_ The Embassy regrets that its despatch No. 2910 seems to have been 
interpreted as implying that the Honduran Government has acceded 
to demands of the highway contractors that the entire 8% consular 
charge be waived. The Embassy merely stated that, “It should be 
noted that the full 8% has until the present been waived by the 
Honduran Government in response to the demands by the Highway 
contractors direct to the Ministry of Finance and the President”. — 
The Honduran Government was presented a threat of complete 
stoppage of work on the Inter-American Highway by the Highway 

_ contractors, if the consular charge were collected. Rather than place 
itself in the position of having stopped such construction the Hon- 

_ duran Government agreed with the contractors to waive temporarily 
collection of the charge. The Embassy informed the Honduran Gov- 
ernment informally that the matter would be submitted to the Depart- 
ment of State. The Hondurans stated that a record would be kept. 

of all imports by the contractors, which the Embassy interprets to 
mean that if eventually the London Bondholders contest. the waiving 

| of the 3% consular fee, the Honduran Government will be in a favor- 
able position to make a claim against the contractors. It will be 
noted that the waiver of collection of the consular charges is entirely 
on an informal basis, and the contractors could be prosecuted legally 

- in the Honduran courts at any time. Such action may be unlikely, 
| unless the London Bondholders press the matter, 

It is the Embassy’s belief that it might be advisable to reach a 
| definite agreement on the matter through consultation with the 

parties concerned as suggested in despatch No. 2624 of February 12, 
1948. - | oO | | 

| Respectfully yours, _ For the Ambassador: 
| Se Se oe  Soun B. Fausr 

| coe _ Secretary of Embassy 

810.154/2085 ee | 

' The Secretary of State to the Chargé in Honduras (Faust) 

No. 1294 ee WASHINGTON, June 10, 1943. | 

Str: The Department has received your despatch no. 67, May 21, | 
1943, with reference to the 8% consular charge which the Honduran 
Government is seeking to collect on equipment and supplies imported 
for use on the Inter-American Highway. st” | 

The Department notes that in your despatch no. 2624 of February 
12, 1948, and also in your budget report of December 28, 19427 it 
was stated that the Honduran Government had in October 1942 re- 
quested permission of the British Foreign Bondholders Council to 

| *® Economic Trade Report No. 128, not printed. — 7
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suspend service on the Honduran sterling debt. No categorical 

statement has, however, been found in your reports that the debt 

service has in fact. been suspended. The Department is of course 

unaware whether, in the event that the debt service has been sus- 

- pended, any provision was made with regard to the collection of the | 

8% portion of the consular charge which was earmarked to service ' 

thedebt. | Pe gee PEGs ta oe 

Moreover, the Department is not fully informed regarding the —E 

difficulties which the road contractors anticipate in paying the full +t 

8% consular charge. The Embiassy’s reports do not explain why the — | 

contractors assert that they may be forced to stop construction work | | 

unless the consular charge is waived, or their contracts modified. © | 

It has already been made clear by Mr. E. W. James’ letter of 1 

April 921 that there is no legal objection to the payment of the 3% i 

or indeed the full 8% consular charge for material imported by the | 

contractors for the Inter-American Highway project. With regard 

to the pioneer highway contractor, it should be pointed out that the : 

only agreement reached with the Honduran Government in regard | 

to the project was that concluded in pursuance of the Department’s 

telegram no. 187 of June 20, 1942,” which merely secured permission 

for the contractors with their personnel and equipment freely to enter | 

- Honduras. It is not the Department’s view that such a general com- : 

mitment could require the Honduran Government to waive the : 

- collection of fees which the Honduran Government has no legal right _ 

~ to waive, to the prejudice of third parties. Set oa ge 

You are requested to take this matter up with the contractors and 

with the appropriate Honduran authorities, bearing the above con- — | 

siderations in mind. You should make it very clear that this Govern- 

ment will not request the Honduran Government to waive any charges 

which it is legally unable to waive, and that such charges will have | 

to be paid by the respective contractors. You should, on the other = 
hand, be satisfied that the Honduran Government has fulfilled its” 7 

undertaking to waive such fees as it can waive. In this connection — 

you should remember that the Public Roads Administration is pre- 
pared to approve the payment of the full 8% consular chargesin the _ | 

manner described in Mr. James’ letter. Within the limitations de- 

scribed above, any specific agreement which you may be able to reach 

in Honduras satisfactory to the respective parties to the dispute will _ aa 

receive the Department’s favorable consideration. The Department 

believes, on the basis of the information available to it, that this = 
should mean in practice the waiving by the Honduran Government | 

of 5% of the 8% consular charge both for the Inter-American High- 

- * Not printed. | pe Po oe eo oe |
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way project and for the pioneer highway project; # but within such 
- legal limitations as may exist with respect to the Honduran Govern- 

ment and the contractors, it would prefer to see the whole charge paid 
_ rather than urge upon the Honduran authorities an exemption which 

the country’s finances could ill afford. | 
The Department is unwilling to discuss this matter with the repre- 

sentatives of the English bondholders as recommended in the Em- 
bassy’s despatch no. 2624 of February 12, 1948, the more so as the 
Export-Import Bank has a second lien on the portion of the consular 
charges which are pledged to the service of the sterling debt. _ 

_ Very truly yours, , For the Secretary of State: 

810.154/3032 - | | 

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

No. 224 — : | Txraucieatpa, July 15, 1943. 
| es | [Received July 21.] 

Sir: I have the honor to refer to my despatch No. 150, of June 21, 
1943, and to the Department’s instruction No. 1322 of July 6, 1943,25 
file No. 810.154/2063, regarding the Honduran consular charge of 

| 3% and the effects of its being collected or not collected on imports 

for the construction of the Pioneer and Inter-American Highways. 
The Department’s instruction No. 1322 states, “The Export-Import , 

Bank informs the Department that, quite apart from any interpreta- 
tion which the Honduran Government may place on its obligations to 
the British Foreign Bondholders Council, it considers that it has a — 
second lien on the entire three per cent part of the consular charge on 
which the British Foreign Bondholders Council holds the first lien, 
and that if there is any surplus available after full service has been 
provided on Honduran obligations to the Council, this surplus is 

subject to the Export-Import Bank’s lien.” . . 2° “The Department 
therefore feels that the Honduran Government should not waive the 
three per cent portion of the consular charge on which the Export- 
Import Bank has a second lien, quite apart from any obligations 

. which the Honduran Government may have toward the British 
Foreign Bondholder’s Council in this connection.” | | 

The Embassy has discussed the question with the Acting Minister 
: of Finance, Dr. Urbano Quesada, who stated informally that he did 

*% For correspondence concerning the Pioneer Highway project, see vol. v, 

, Pes Not printed ; it summarized the opinion of the Acting Honduran Minister of 
Finance (Urbano Quesada) that the entire 8% consular charge could be waived 
with good reason (812.154/2063). | : 

= Not printed. | 
** Omission indicated in the original despatch. |
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not agree with the Export-Import Bank’s position. He also pointed 

out that the payment of the 83% charge on imports for the highway 
would in effect constitute an outright gift by the United States Gov- : 

ernment to the Honduran Government of two-thirds of the amount 
of such payment. He outlined again the position forwarded to the | 

Department in the Embassy’s despatch No. 150, and stated that, | 
although technically speaking the 3% could not be waived, there was | 
little likelihood of any complaint from the British Bondholders as 
long as the semi-annual payments were made. oc 

With regard to the Export-Import Bank’s claim that it has “a second 
lien on the entire three per cent part of the consular charge . . .?% 4 
and that if there is any surplus available after full service hasbeen = = —Ss_ 
provided on Honduran obligations to the Council, this surplus is sub- ; 
ject to the Export-Import Bank’s lien”, the Embassy respectfully re- : 
fers to its despatch No. 2624, of February 12, 1943. It will be noted  ¢ 
on pages 3 and 4 of the above-mentioned despatch that Article 6 of the i 
Export-Import Bank contract pledges: “(b) The proceeds of the con- ; 
sular income now pledged in accordance with Legislative Decree No. 
66 of March 9, 1926, the same to be available when released from the __ : 
prior lien of said pledge”. Enclosures Nos. 4 and 5 ** to despatch No. [ 
2624 contain Article 8 of Decree No. 66 indicating that the proceeds ( 
of the 8% charge are to guaranty the payment of the semi-annual 
bonds of 20,000 pounds sterling each and the expenses for servicing : 
the debt, and that the balance above this amount will be placed at the | 
order of the Honduran Government. | oe | | 

The Acting Minister of Finance interprets the above clauses to mean 
that the Export-Import Bank does not have a lien on the available sur- | 
plus after service has been provided on Honduran obligations to the _ 

~ Council, and that its lien on receipts up to 20,000 pounds sterling plus 
service charges does not take effect until “when released from the prior 
lien of said pledge.” He implied, however, that the Export-Import 
Bank contract might possibly be construed, after the release from the | | 
prior lien, in such a manner that the Export-Import Bank would re- , 
ceive more than 20,000 pounds plus service charges. eo 

The Embassy would appreciate the receipt of additional instructions | 
indicating the grounds on which the Export-Import Bank claims to | 
have a lien on the present surplus of receipts above the payments for — 
the British debt before presenting the matter formally to the Hon- 
duranGovernment. = | | | | 
Respectfully yours, | Joun D, Erwin 

* Omission indicated in the original despatch. a | | | ! 
“Neither printed. | | | - oe
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810.154/3082 4 oe OS | ee 4 
_ The Secretary of State to the Ambassador in Honduras (Erwin) | 

No. 1379 - os ae 7 Wasuineron, August 1%, 1943. 

_ Sim: The Department refers to the Embassy’s despatch no. 224, July 
15, 1948, with reference to Honduran consular charges on equipment 
for the Inter-American Highway. In this connection a copy of a 
letter which has been received by an official of the Department from 
the Counsel of the Export-Import Bank of Washington is enclosed for 
the Embassy’s information.*° _ | 
.. The Embassy is requested to discuss this matter further with the 

| appropriate Honduran authorities with a view to carrying out the De- | 
| partment’s earlier instructions nos. 1294 of June 10, 1943 and 1822 of 

July 6,1943.32 - — ee 
Very truly yours, | For the Secretary of State: 

_ a , — A. A. BErxe, JR. 

AGREEMENT BETWEEN THE UNITED STATES AND HONDURAS CON- 
. TINUING IN FORCE AN AGREEMENT OF FEBRUARY 28, 1941, RESPECT- 
_ ING PLANTATION RUBBER INVESTIGATIONS = - 

_ [For text of agreement, effective July 1, 1943, through exchange of 
notes signed at Tegucigalpa June 18 and 28, 19438, and for text of agree- 
ment of February 28, 1941, see Department of State Executive Agree- 

ment Series No. 358, or 57 Stat. (pt.2) 1220.) oe 

COOPERATIVE EFFORTS BY THE UNITED STATES TO RELIEVE A - 

7 _ CURRENCY SHORTAGE IN HONDURAS 
7 | 811.51/5421 So Js oo age — | 

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

| No.2500 ‘Travcicanra, December 17, 1942. 
oe ee ee - _.- FReceived December 22. | 

Sir: I have the honor to refer to the following communications be- 
tween this Legation andthe Department of State: ; 

[Here follows a list of 16 communications (none printed) of the 
period May 18 to November 30, 1942, which trace the early develop- 
ment ofcurrency problemsin Honduras} 

. This letter, dated August 5, from James F. Mersereau to John Cabot, Assistant 
Chief of the Division of the American Republics, expressed. approval of Depart- 
mental opposition to “requesting or permitting waivers of import duties on Ameri- 
can products for the purpose of meeting special situations, when such duties are 
necessary to cover government obligations.” In conclusion,.Mr.. Mersereau as- 

| sured the Department that the Bank would gladly clarify for the Honduran 
Government article 6 of the agreement of September 9, 1942, if the wording of | 
the contract were not sufficiently clear (810.154/3032). | 

** Latter not printed. : | |
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| Because of the fact that this Legation daily receives complaints F 
from business men, bankers, travelers, and from American and Hon- 

duran Government officials against what they regard as the short- | | 

sighted policy of the United States in discrediting its own currency, — 
it is deemed important to summarize once more the recent develop- 
ments regarding the dollar currency situationin Honduras. Be 
After many years of currency difficulty, Honduras adopted the 

Lempira standard by Legislative Decree No. 102, of 1926, which states _ : 
in Article I that the national monetary unit is the Lempira, equal to 
$0.50 United States currency. This stipulation is renewed in Article = =| 

_ Tof Legislative Decree No. 114 of 1931. _ | EPS | 
_ At various times from the early nineteen twenties to the early nine- 
teen thirties, the American dollar was the principal circulating — | 
medium in Honduras. Legislative Decree No. 141, of 1934, provided | 
for a commission for the control of exchange and the stabilization of 
currency in Honduras, and stated in Article 4 that the importation | | 
of dollar currency should be limited by the Exchange Control Com- 

| mission to that amount deemed strictly necessary. In the exercise of I 

powers granted him under Decree No. 141, of March 27,1934, the = = ff 
President *? issued an acuerdo on April 17, 1934, entitled “Reglamento | 
dela Ley de Control de Cambios Internacionales”, on 

_ Article 20 of the “Reglamento” states that: “Only by special per- tf 
_ mission of the Commission of Control of Exchange, in each case, may | 

bills of the United States be imported, with the exception of tourists | & 
and those who, according to the law of immigration are obliged to ~—s_ JX 

_ bring a certain amount of money fixed by that law when entering the _ 
country, but this money may not be put into circulation except through = 
the credit institutions or any of their branches by obtaining in ex- | 
change the legal equivalent in the national (Lempira) currency. The | 
deposits made in conformity with the law of immigration must be : 
returned in the same currency in which they are made, or in interna- | 
tional exchange at the current rate if the interested party hastoleave §  ~—s|tg¥ 
the country, but if he remains in territory of the Republic, his repay-  t 
ment will be made in national currency also at itslegalequivalent.” | 

- Article 21 states: “According as the circulation of bills of the credit 
institutions established in the country fulfills the necessities of com- 
merce, the Commission of Control of Exchange through the medium | 
of the banks will withdraw the bills of the United States of America  sisé*t 
from circulation and will proceed to their exportation. Also, the —i| 
fiduciary currency brought to this country by touristsand immigrants =f: 

__ will be exported, and this will be done by the banks of the country, f 
whether it form a part of their assets or should belong to the Exchange | 

? Tiburcio Carfas Andino. | “ | ee | a
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At various times the Exchange Control Commission has indicated 
that dealing in dollar currency was really equivalent to dealing in 
Foreign exchange, and therefore subject to its direct supervision. 
Specific instructions were issued to the Banks prohibiting them from 
selling dollar currency without special authorization, and implying, 
at least, that the Banks’ purchases of dollar currency were also subject 
to Commission’s approval. 

The administration of the above regulations gradually worked to 
the virtual elimination of dollar currency from daily transactions. 

_ However, dollars continued to be accepted by merchants to some 
extent. The usually unfavorable trade balance of Honduras made it 
very difficult to obtain foreign exchange, and, there is a charge of 

—_ two percent plus service fee on all sales of foreign exchange. From 
about 1938 through 1941 there was a premium on dollar currency in | 
the “black market” of 5 to 10 percent. Many merchants made buying 

| trips to the United States every other year, carrying with them the __ 
dollar currency bought locally. oo , 
Traditional lack of confidence in the stability of Honduran cur- : 

rency, and fear of revolutions, caused many persons to keep a reserve 
of dollar currency hidden away. —| | 

Mention should also be made of the fact that tourists and traveling 
business men brought American currency into the country. On 

| several occasions, even after the 1934 regulations, the American fruit | 
companies on the North Coast of Honduras were allowed to meet pay- 
rolls in U.S. currency. a a 

By 1942 the “black market” operations and the other operations _ 
| referred to above had virtually taken dollar currency out of visible 

circulation. In fact, dollar currency was so scarce that the “black | 
market” itself virtually ceased to function in 1941. At the same time 

- the balance of trade had become “favorable”, making dollar exchange 
readily available. — | | | ee —_ 

_ In response to the Department’s instructions listed above, the Lega- 
tion requested that the Honduran Government pass more specific 
legislation regulating dollar currency. These restrictions are dis- 
cussed fully in the communications listed in paragraph one of this 

- despatch. ee a SO : 
Particular mention should be made of the Department’s instruction 

No. 784, of June 27 [25], 1942," which states at one point that: “In _ 
view of these regulations, you should ask the government to which 
you are accredited to. notify the Central. Bank and other institutions 
not to purchase dollars but merely accept them for transmittal on 
a collection basis.” | | Te : : 

Not printed. | a |
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The publication of the Honduran Decrees against dollar currency ot 
caused panic in all parts of the country, and to alleviate the situation, | 
the Legation recommended that the Banks accept limited amounts, 7 
at least for collection purposes, and mildly censured the Banco 

Atlantida, an American-owned firm, for having refused to take 7 
dollars in any form at some of its branches. os | : 

- The Banco Atlantida followed a policy of accepting only small : 
amounts of U. S. currency, and, as reported in despatch No. 2456, of 

- November 19, 1942,34 it attempted to send $160,000 to the United - 

States after first notifying this Legation, as mentioned in the Lega- | 
tion’s despatch No. 2415 of October 30, 1942.%4 ea ms ) 
When Mr. Jean Charbonnet, General Manager of the Banco Atlin- — | | 

tida, arrived in Miami it is reported here that he was virtually ar- t 
rested and taken to Atlanta, Georgia, along with the funds to be 
turned over to the Federal Reserve Bank. It is believed that he has : 
now been released, but the ultimate disposition of the funds remains — 
inquestion, 2 Se sy es 

The Banco de Honduras reports that its attempts to ship currency | } 

to the United States have only caused trouble and monetary loss; ' 
therefore, it has suspended accepting dollar currency under any | F 
circumstances whatsoever. > | | 

The Banco Atlantida has not complained about the Charbonnet I 
incident, but merely informed the Honduran Government, and this = —— {| 
Legation, that, because of its present involvement with American ne : 
currency, in future it would accept American dollars for collection : 
only, and that all charges plus one percent would be deducted from __ 3 
the amount due to the person presenting the currency. Both banks 
are reportedly ignoring the Exchange Control Commission’s authori- 4 
zations to pay in Lempiras for U.S. currency regardless of whether « 
the source be travelers, officials, etc. This is working a hardship on : 

- persons, many of them American citizens, who arrive here with $50 
in U. S. currency under the impression that they can exchange them 
for Lempiras through the Exchange Control Commission. = : 

| The President of the Honduran National Congress, Plutarco | : 
- Mufioz, according to unofficial information, planned to discuss the 

| situation extensively in his speech at the opening session of the Na- ee 
tional Congress, December 5, 1942. After much discussion, and at —_— : 
the request of President Carias, he modified his opening speech, and , 
has confined himself to newspaper comments. His comments are | 

~ echoed throughout the Republic; some trying to clarify the policy of | 
the United States by pointing out that despite the billions being ex- 

| pended by the United States, the U.S. currency is really not falling 

 *Notprinted. ne , BS ae | 
| 461-035—64-25 | | |
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in value, while others are not so hopeful. Some critics point out that 
the Lempira is tied to the dollar and eventually will decline also. 

There is an undercurrent of glee on the part of anti-Americans, and 
pro-Axis persons, and comments regarding the “bungling policy of 

| the Democracies” and the “prophetic weakness of the dollar” are not 
infrequent. 

There is not, and never has been, as far as the Legation has been 
able to ascertain by diligent inquiry, any Axis-owned U. S. currency 
in Honduras. . | 

| The Honduran public, along with the Honduran Government, is 
frankly puzzled by what it considers a policy being urged on the 
Honduran Government to discredit and question the stability of 

_ United States currency. Pointing out that there is a difference be- 
tween depreciating the currency and depreciating the exchange rates, 
has had little beneficial effect. Letters from persons in various parts 
of the interior who believe they have now lost their meager savings, 
and complaints from disgruntled travelers, continue to beset the 

_ Legation and the consulates. rr | 
The Legation clearly understands that substantial amounts of 

American currency were seized when the Germans over-ran Norway, 
| the Netherlands, Belgium, France, et cetera, and that the object of 

; restricting the movement of dollar currency in Latin America is to 
prevent the enemy from benefiting from the sums seized. According 

| to the “United States Treasury Circulation Statement”, the amount 
of money in circulation outside the Treasury on June 30, 1940, was _ 
$7,847,501,824. It seems improbable that more than 1 percent (or 
$78,475,013) could have been in the countries over-run by the Ger- 
mans, and it is even more unlikely that the Germans could have seized 

| all of this; certainly a substantial proportion must have been sent 
away prior to their arrival. Furthermore, much (perhaps most) of 
what the Germans seized must have been exchanged by now. 

It is extremely difficult to understand (1) how substantial sums of 
“tainted” dollar currency could be brought into Honduras, (2) how 
it could be changed into Lempiras on a large scale without attracting 
attention; in fact, without upsetting the whole national currency 
system, and (3) since all exchange transactions are rigidly controlled 

| by the Honduran Government, and all such transactions are made 
through the medium of U. S. banks, what good it would do the Axis 
to get its funds changed from dollars into Lempiras in the first | 
instance. Se 

_ While the depreciation of dollar currency and the controls of the 
| movement of dollar currency have undoubtedly handicapped Axis 

operations in certain areas, the damage to American prestige and the
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inconvenience to the Latin-American public weigh heavily on the | 
other side of the scales. | I 

Unless corrective measures are taken, the situation is likely to be- E 
come worse. Any information which the Department may have 
regarding the modification or clarification of the policy, or regarding : 
the length of time the Honduran and the traveling public must endure | 
these unqualified hardships, will be sincerely appreciated. In any | 
case, the United States Treasury should make adequate arrangements ' 

| enabling Latin American banking entities to make legitimate ship- __ ' 
ments of U.S. currency to the United States in an orderly manner. __ an 

Respectfully yours, Joun D. Erwin | 

| 811.51/5439: Airgram - | 4 
Lhe Secretary of State to the Minister in Honduras (Hrwin) | l 

| Wasuineton, January 14, 1948—4:30 p. m. | 
A-164, Reference your despatches nos. 2474, November 30, 1942; | 

2500, December 17, 1942; 2518, December 23, 1942; and 2524, | 
_ December 24, 1942.°° The Department recognizes the seriousness of E 

the situation which has occasioned your various communications re- 
garding the effects of this Government’s program and the Honduran | 
controls with respect to dollar currency and it is hoped that this 
airgram will assist in solving these difficulties. | | 

In instituting controls over the movement of dollar currency, it 
was not the intention of this Government to interfere with the legiti- | 
mate movement of dollar currency within the other American repub- | 
lics or the legitimate importation of dollar currency into the United _ 
States from the other American republics. Nevertheless, it was known _ 
that the Axis had seized large amounts of dollar currency, and that 
this currency was being disposed of in part through channels involv- 
ing persons in the neutral countries of Europe and in the other | 
American republics. It was believed that the best way to prevent 
the Axis from realizing on their looted currency was to adopt measures | | 
designed to drive the value of the dollar bill as low as possible in 
those markets where the dollar was not a part of the circulating 
medium. It was not intended to affect the exchange rate for tele-_ ; 
graphic transfers, dollar drafts, travelers checks, et cetera, in those | 
areas and events have proved that our currency controls did not : 
affect such rate. Neither was it intended to affect the rate of exchange : 
for dollar currency in those areas such as exist in Central America 
and in Cuba where dollar currency is a substantia] part of the circu- | | 

| * Despatches Nos. 2474, 2518, and 2524 not printed. - |
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lating medium and thus far we have had no indication from any of 
these areas that such rate has been affected. 

_ Consistent with the foregoing aims, it was believed that two alterna- 
tive types of currency controls should be suggested to the govern- 
ments of the other American republics in order to supplement our 
own controls. For those areas where dollar currency was not a part 
of the circulating medium, it was believed that the controls should | 
include: (1) a prohibition against the importation and exportation 
of dollar currency except direct currency movements between the 
United States and the area involved through the medium of authorized — 
banking institutions and except for a reasonable exemption for 

| _ travelers between the United States and that area; (2) the require- 
ment that all dollar currency be deposited with authorized banking 
institutions for forwarding to the United States on a collection basis; 
and (8) the prohibition of all further holding of or dealing in dollar 
currency within the area involved. For those areas where the dollar 
was a substantial part of the circulating medium, it was recognized 
that items (2) and (3) would not be feasible and consequently only 
item (1) was suggested to those areas as the type of control desired. 

| It was first assumed that Honduras was an area where the dollar 
was a substantial part of the circulating medium and accordingly a 
telegram suggesting controls along the above-mentioned lines was 
draited. Prior to the dispatching of this telegram, however, the 

_ Legation’s despatch no. 2067, May 23,°7 was received. In this des- 
patch it was stated that “The circulation of United States currency 
in Honduras is forbidden by law”. As a result of this statement, the 
Department concluded that Honduras was an area in which dollar 
currency was not a substantial part of the circulating medium and the 

_ statement “In view of these regulations, you should ask the govern- 
ment to which you are accredited to notify the Central Bank and other 
institutions not to purchase dollars but merely to accept them for 

| transmittal on a collection basis” was accordingly included in instruc- 
| tion no. 784, June 25, 1942.27 This suggestion, of course, did not 

apply to the amounts of dollar currency brought in by travelers within 
the limits of the Honduran travelers’ exemption which it was con- 
templated would be purchased outright by the banks. | a 

It now appears that the Department’s conclusion was incorrect and 
that, in point of fact, dollar currency does circulate to some extent in 
Honduras. Apparently the precise situation is that the selling of 
dollar currency by banking institutions in Honduras is prohibited 
without special authorization but the purchase isnot. The purpose of 
the Honduran controls which were put into existence in 1934 appears 
to be to encourage the purchase of dollar currency by banking institu- 

*7 Not printed. oo
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tions so as to withdraw such currency from circulation (Article 21, | 

Decree No. 141 of 1934, cited in despatch 2500). | oe 

~ JIn order to alleviate the existing situation, it is suggested that you 

inform the Honduran authorities that this Government believes that | 

~ our controls would be sufficiently implemented if the Honduran Gov- | 

ernment merely prohibited the importation and exportation of dollar — | 

currency except for direct currency movements between Hondurasand 

the United States through the medium of authorized banking institu- | 
tions (which we assume would be the Banco Atlantida and the Banco 
de Honduras) and except for a $50 exemption for travelers between 

the United States and Honduras. Currency, in excess of the $50 ; 

- exemption which persons entering or leaving Honduras attempt to : 

import or export, should be taken from such persons and forwarded to | 
the United States on a collection basis for the account of the persons _ f 
involved. ‘The effective enforcement of such a provision would make _ 
it unnecessary from our point of view to restrict the circulation of _ 4 
dollar currency within Honduras. In this latter connection it might | 
be advisable, however, for arrangements to be made so that depositsof | 
bills of large denomination such as $500 or over (and possibly $100 L 
or over if you believe this would not have adverse repercussions) or | i 
deposits of large sums would be accepted for forwarding to the United | F 
States on a collection basis only for the account of the individual 

- depositor. It is suggested that such arrangements might be more 

appropriately made informally with the banks rather than through a 
_ formal decree or regulation of the Honduran Government. ee 

Upon the basis of the above outlined controls the ‘Treasury will — § 

automatically release for free use in the United States all dollar cur- | 

~ rency forwarded by the Banco Atlantida or the Banco de Honduras : 
for its own account. Such currency should be forwarded by these | 
banks in packages clearly marked “securities” and addressed. to the : 

Federal Reserve Bank of New York. Treasury will make the neces- , 
sary arrangements with the customs authorities to permit such pack- | | 

ages to proceed to their destination without delay. Should such _ | 

packages be brought to the United States by individuals, arrange- 

ments should be made so that such individuals will turn the pack- ) 
ages over to the customs authorities for forwarding to the Federal — : 
Reserve Bank and, upon being notified by the Legation sufficiently in | 
advance, the Department will make arrangements through the Treas- _ : 

-_-ury so that such individuals will have no difficulty with customs con- , 

cerning such packages. In this connection it is regretted that, due | : 

to an inadvertence, customs authorities were not notified prior to | 
the arrival in Miami of Mr. Jean Charbonnet, General Manager of | 
the Banco Atlantida on November 19, 1942. The Legation may wish 4 

to express this Government’s regret to Mr. Charbonnet and toinform =
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the Banco Atlantida that the $160,000 in currency taken from him 
| has been released. | 

| Currency forwarded on a collection basis for the account of indi- 
: viduals in the aforementioned cases of imports or exports exceeding 

_ $50 and deposits of large bills or large sums should be forwarded in 
_ Separate packages and should be accompanied by a-statement that 

such currency is not being forwarded for the account of the forward- 
ing bank, _ | | 

. In discussing these matters with the Honduran authorities, the 
Legation may wish to keep in mind that the Honduran Government: 
may not wish to relax its controls to the point indicated above but 

: may of its own accord desire to proceed with its program to eliminate 
_ dollar currency as a circulating medium in Honduras. Should this 

be the case, it is not believed that the Legation should oppose this 
policy, as it is within the competence of any sovereign government to 

| eliminate a foreign currency from its market if it so desires. In 
such event, however, the Legation should inform the Banco Atlantida 
and the Banco de Honduras that any dollar currency purchased by 
it under license from the Honduran Exchange Control Commission 
will automatically be released by the Treasury upon arrival in the | 

| United States if accompanied by an appropriate statement. by the 
bank concerned to the effect that it was acquired pursuant to au- 

_ thorization from the Exchange Control Commission. 
_ It 1s suggested that, after you have worked this matter out with . 
the Honduran authorities, you arrange with those authorities for 
appropriate publicity. If possible, please telegraph the text of any __ 
public statement before it is issued so that the Department may, if 
it is felt desirable, make suggestions or comments thereon. 

It is hoped that this airgram will enable you satisfactorily to settle 
the matter. If you have any further questions or problems, please 
inform the Department promptly. Please also keep the Department 
informed of all developments. | 

811.51/5881 | 

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

No. 2619 coe Treuctcatpa, February 11, 1943. 
| | | | [Received February 16.] 

Sir: I have the honor to refer to the Department’s airgram No. 164, 
4:30 pm, January 14, 1943; this Legation’s telegram No. 20, of Jan- 
uary 20, 11 am, 1948; and the Department’s telegram No. 27, of 
January 26, 7 pm, 1943. a 

* Telegrams Nos. 20 and 27 not printed. | | , :
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The Legation suggested in its telegram No. 20 the substitution of 
United States two dollar bills for the present currency of the United : 

States now in Honduras with the following points in mind: (1) that 
Honduras would change its laws regulating the circulation of U.S. F 

‘currency in Honduras, (2) that the U. S. Treasury Department 

believed that there was a probability that some Axis tainted currency _ | 

existed in Honduras, and (3) that by allowing dollar currency to _ I 

circulate in Honduras, and not forcing the dollar currency into the | 

| banks to be exchanged for Lempiras, the pressure on the limited [ 
amount of Lempiras now available might be relieved to the extent of : 
the amount of U. S. currency remaining in Honduras. : : 

| In Paragraph Three of the Department’s telegram No. 27, it is  f 
stated: “If the existing Honduran controls are modified, it would : 
appear that the dollar currency presently in Honduras would circulate i 
freely, that the shortage of Lempiras would be relieved and that the | 
substitution of two dollar bills would not be necessary.” It is en- | 

_ tirely true that if Honduras declared U.S. currency legal tender again, — | 

as it did in the 1920’s, that U.S. currency would circulate freely; how- _ | 

ever, this would seem to indicate that the Treasury Department now ; 
has no fear of Axis tainted currency already in Honduras, which is : 
also this Legation’s belief. “That the shortage of Lempiras would : 
be relieved”, of course, merely means to the extent that dollar currency 
would not be forced into the banks to be exchanged for Lempiras. — | : 

| In Paragraph Five of the Department’s telegram No. 27 it is stated: E 
“The Department does not understand the relevancy to the question _ | 
of currency controls of the last paragraph of your telegram con- i 
cerning the impossibility of selling dollar drafts to the banks in- 
Honduras”... .*° “It would seem that this situation may arise ir- 
respective of whether dollar currency circulates freely in Honduras.” 

| When a Honduran bank buys dollar drafts, it may pay for these | 
drafts in one of two ways: (1) in local currency, (2) in foreign cur- : 

-rency obtained by selling some of its stocks, bonds, etc., already held | 
abroad. Payment in foreign currency is limited to the extent that the 
owners of the exchange are willing to take the foreign currency. How- 
ever, the bulk of the foreign exchange purchased by Honduran banks _ : 
is purchased from persons who want Lempiras. For example: the _ : 

United Fruit Company, the Standard Fruit Company, the New York | 

and Honduras Rosario Mining Company, the Compafiia Minera Agua 
Fria, the United States contractors working on the Inter-American 
Highway, the various projects of the Coordinator’s Office and the , 
Board of Economic Warfare, etc., all want Lempiras to meet local _ | : 
payrolls and make local purchases. They can obtain Lempiras only : 
by selling dollar drafts. They sell the dollar drafts to the banks. In | | 

* Omission indicated in the original despatch. |
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normal times, the banks could resell the dollar drafts to importers.. | 
With the present shipping difficulties, the importers cannot get normal 
amounts of merchandise from the United States and other countries, 
therefore, they do not need as much foreign exchange. The foreign 
exchange balances of the banks increase while their supplies of 

_ Lempiras decrease. The supply of Lempiras is lmited. If the 
United States requests the Honduran Government to have all U.S. cur- 
rency forwarded to the United States, the banks must purchase such 

dollar currency with Lempiras. During the last seven months the 
banks have purchased over $250,000 in U.S. currency, which means 
that the amount of available Lempiras in the banks which might have 
been used for the purchase of foreign exchange or for ordinary bank- 
ing operations has been decreased by more than 500,000 Lempiras. 
This is roughly 4% of the entire monetary medium of the country, | 
including legal reserves of the banks which must be held in silver 
Lempiras. It is quite evident from this explanation that currency 
controls have considerable relevance to the difficulties of the banks in 

. purchases of dollar drafts.* Oo | 
Of course, the Legation and the various banking and Government 

officials with whom the question was originally discussed did not 
| think that such a relatively large amount of U.S. currency existed 

po in the country. This was due to the fact that most of it was being 
hoarded, since many people considered the U.S. dollar as the equiva- 
lent of, or even better than, gold. At the same time it was not thought 
necessary to apply any further internal restrictions on the U. S. 
dollar, because of the complete lack of any evidence that there were | 

| any counterfeit dollars or Axis tainted dollars in Honduras. —- | 

The effect of forcing down the value of dollar currency and dis- 
-——s erediting dollar currency in Honduras, where there has been no evi- 

| dence that there was in existence any currency of Axis taint, has been 
! most unfortunate. | Po ee 

In view of the foregoing, the Legation respectfully requests that the . 
Department forward to the Legation the text of whatever modifica- 
tions of present controls the Department considers should be suggested 
to the Honduran Government. ee 

Respectfully yours, — «6 JoHN D. Erwin 

* A more complete discussion is contained in the Legation’s report No. 152, 
of January 18, 1948, entitled “Balance of International Payments, Exchange 
Control and Monetary Control.” [Footnote in the original; report not printed.]
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815.51/1022 ss” | ee : | 

The Acting Secretary of State to the Honduran Minster (Caceres) — / 

a re -- Wasutneron, February 26, 1943. 

Sr: I have the honor to acknowledge the receipt of your note of | 

January 23, 19484 in which you request that a mission be sent to | 

_ Honduras to study the monetary system and credit needs of the : 

country. oa Phage sae ees et os 
| I take pleasure in informing you that I am in receipt of a letter 

from the Treasury Department stating that that Department is pre-_ 4 

pared to undertake the sending of a special technical mission to | 

| Honduras in accordance with the stipulations set forth in your note i 

of January 23,1943 ne eee | 
It is the intention of the Treasury Department to include in the 4 

personnel of the mission experts from other agencies of this Govern- 4 

ment. The Treasury Department states that while the members of _ 

- the mission can be selected in the near future and preparatory work | 

done in this country, it will not be possible for the mission to leave 

promptly for Honduras because the duties of several members of the 

mission will require their presence in Washington for the next two 

months. It would appear, however, that the mission will be able to 

arrange to leave for Honduras in Aprilor May. ~ 

Accept [ete] AL AL Buren, JR 

— glet/5884 Pee ee 

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

No. 1154 00 Wasutneron, March 5, 1943. 

The Secretary of State refers to the Legation’s despatch no. 2619 of | 

February 11, 1943 concerning currency difficulties in Honduras in 

- which the Legation requests that the Department forward the text 

of whatever modifications of present controls the Department con- | 

siders should be suggested to the Honduran Government. = a | 

At the outset the Department wishes to point out that neither it 

nor the Treasury has ever believed that there was a probability that : 

| any appreciable amount of Axis-tainted currency existed in Hon- : 

| duras. The suggestions originally contained in the Department’s 7 

instruction no. 784, June 25, 1942,*1 were, as the Legation knows, : 

“Not printed. _ ee ; aoe LE eee 2 
“The stipulations were as follows: the sending of a technical mission by, and | | 

for the account and risk of, the United States Treasury Department on the | 

understanding that its principal object would be to render a decision on the | 

| advisability of founding a National Bank or such other bank as it might | 

| consider to be most suitable, and on the further understanding that the resultant | 

recommendations would not necessarily lead to any decision or action by the | 

Honduran Government. —_ : | - : 

:
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predicated upon the assumption that dollar currency was not a part 
of the circulating medium in Honduras. Because of this fact, it was _ 
felt that a requirement that all dollar currency be deposited and a 
prohibition against the further holding of dollar currency in Hon- 
duras would have constituted an effective means of uncovering such 
Axis-tainted currency as might in the future have found its way into 
Honduras in violation of the import restrictions. | 

The Legation’s clarification of the relationship between the diffi- 
culties which might be encountered in the future in connection with 
the sale of dollar drafts and the currency controls is appreciated. 

Since the Department does not have available to it a complete com- 
pilation of the Honduran exchange control laws, it is difficult to sug- 
gest the text of any request for modifications that should be made to 
the Honduran Government. However, it is believed that the follow- 
ing points will enable the Legation to proceed, in such manner as it 
sees fit, with the necessary discussions with the Honduran authorities: 

(1) It should be suggested to the Honduran Government that it 
withdraw the following instructions: (a) such instructions against the 

| sale or purchase of dollar currency by banks from persons within Hon- 
duras as may have been issued under Decree No. 141 of 1934 (see the 
Legation’s despatch no. 2500, December 17, 1942 4°); (6) the prohibi- 
tion of the exchange of lempiras for dollar currency by banks imposed 
on November 30, 1942 (see the Legation’s despatch no. 2474, Novem- 
ber 30, 1942 **) ; and (¢) such other restrictions on the internal circu- 

| lation of dollar currency of which the Legation may be aware. In 
| this connection, however, the Legation’s attention is invited to the 

remarks contained in the latter part of the Department’s A-164, 
January 14, 1943, concerning the possible desire of the Honduran | 
Government to eliminate dollar currency as part of the circulating 
medium. | : | — oe : 

(2) It is believed that the restrictions contained in Decree No. 48 
! of July 15, 1942 (see the Legation’s despatch no. 2206, July 16, 1942 46') 

and in Decree No. 141 of 1934 constitute, if effectively enforced, a 
a sufficient prohibition against the importation and exportation of dol- 

lar currency. | | SR 
(3) Asa result of the foregoing, it is believed that the objective of 

free circulation of dollar currency within Honduras and the prohibi- 
tion of the importation and exportation of such currency (with the 
exception of a $50 travelers exemption) will be achieved. : 

(4) To provide a check against the possible appearance of Axis- 
tainted currency in Honduras, it is suggested that the Legation make | 
arrangements informally with the Banco Atlantida and the Banco _ 
de Honduras to handle deposits within Honduras of dollar currency 
of large denominations and of large sums of dollar currency in the 
manner outlined in the Department’s A-164, January 14, 1943. 

(5) The Legation’s attention is again invited to the fact that the 
Banco Atlantida and the Banco de Honduras need not necessarily for- 

“ Ante, p. 372. | So | | 
| “Not printed. |
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ward to the United States for their own accounts dollar currency | 

which they purchase (see Department’s telegram o7, January 26, 

1943 47). They may, if they wish, retain such currency and if the 

Honduran restrictions are withdrawn, sell it to persons within Hon- : 

duras. Furthermore, should the banks require additional dollar cur- E 

rency to satisfy the currency needs of Honduras, they can make | . 

withdrawals from their accounts in the United Statesin the formof = $j 

dollar currency and, with the permission of the Honduran authorities, | 4 

- ymport such currency into Honduras. _ i [ 

The Legation is requested to inform the Department of any ques- | 

tions it may have concerning the matters discussed in this instruction : 

and to keep the Department informed of all developments. The Le- i 

| gation is also requested to forward to the Department copies of exist- | 

— ing restrictions in Honduras relating to dealings in foreign exchange, — | 

particularly Decree No. 141 of 1934. — : “ | 

815.515/125 : Telegram | | | 

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

| Troucieaupa, March 22, 1948—5 p. m. | 

7 os | [Received 10:25 p. m.] 

75. My despatches Nos. 2807 and 2808 of March 20.48 The shortage 

of [lempira?] has now reached an acute stage, the Inter-American 

Highway contractors having just informed me that they will not be | 

able to obtain enough to meet payrolls after another 3 weeks. ‘They 

suggest that at least $300,000 in 50 cents pieces be forwarded imme- 
diately by Army airplane for their use. They also state that the | 

United States Army Engineers Division of the War Department _ | 

should be consulted in this connection. Telegraph reply urgently 3 

requested. | | | | | | 

| ERwin | : 

815.515 /131 : Airgram ws | | oe : : 

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

| | ce _. Treeucieatea, March 26, 1948—11 a.m. , 

| [Received March 30—1 p. m.] | 

A-113. Reference Legation’s despatch No. 2779, March 9, 1948 and. | 

No. 2808, of March 20, 19434* regarding currency difficulties in : 

Honduras. Banco Atlantida has curtailed purchases of foreign ex- | 

change to an amount equal to sales, or roughly $250,000 per month. | 

Banco de Honduras plans to follow the same policy within the next | 

“ Not printed. | . a | | 
“ Neither printed. oe . | | |
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3 weeks, which will limit its purchases of exchange to approximately 
$175,000 per month. Anticipated offerings per month of exchange: | 

| United Fruit Company and Standard Fruit Company, $400,000; 
| Inter-American Highway bridge construction contractors, $40,000; 

U. S. Coordinator’s Office road construction, sanitation, and other 
| projects, $60,000; Rosario and Agua Fria Mining Companies, $50,000; 
| miscellaneous offerings $50,000. Estimated total sales, $425,000. 

Estimated total offerings: $725,000. These statistics, arrived at by 
combining confidential figures given informally by banks, indicate 
situation extremely critical. : | 

— Banco Atlantida has informed the Inter-American Highway con- 
struction contractors that it can purchase a maximum of $60,000 per 

- month from them, or less than half of their present needs of $125,000. 
| The contractors expect their needs to increase sharply during the | 

next few months. | | a 
Legation urgently requests immediate action be taken as indicated — 

| in final paragraph of despatch No. 2808. | 
| oe | a ERwINn 

815.515/125 : Telegram | | | 

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

| —  Wasntneton, March 29, 1948—10 p.m. 
86. Your 75, March 22. This Government has no objection to the 

use of United States silver coins for internal circulation in Honduras 
| _ and will cooperate in making such coins available. In view of the 

urgency of the matter, however, we wonder whether it would not be 
a better procedure for the Honduran banks to utilize gold to replace 

) some of the lempira coins now held as reserves behind their deposits, 
| under Article 18 of Decree No. 80 of March 11, 1937. Apparently, 

this would release more than 1,000,000 lempiras for actual circulation 
without violating any requirement of Honduran law. With this pur- | 
pose in mind, could not the Exchange Control and Monetary Stabiliza- 
tion Commission sell to one or both of the banks the gold which it 

| now has in custody deposit with them, totaling $108,915? It appears 
that this would release 217,830 lempiras for circulation purposes. 

To supplement this, might it be possible for gold to be purchased 
and placed on earmark at the Federal Reserve Bank of New York 

- and counted as part of the reserve against lempira deposits. 
| As a third possibility it might be suggested that, if immediate re- 

ceipt of gold is required, perhaps the Honduran Government or the 
Exchange Control Commission could purchase the gold in New York , 

_ from the United States Government or in Mexico City, arrange for
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shipment to Tegucigalpa, and subsequently allocate the gold to the — E 

banks. | 7 ae i k 

Will regulations permit or can they be amended to permit the banks | 

to hold gold as reserve for notes issued? If so, perhaps a further | | 

quantity of silver lempiras could be released for circulation. 7 

| Pending a decision on the question of utilizing gold, the United > 

~ States Government will make preliminary arrangements for the ship- 

| ment of silver coins which will be held in abeyance until the wishes 

of the Honduran Government are determined. | | [ 

Please cable reply. | | oe Pena E Be i 

| OS ee a lets ee oh Hu | 

815.515/136 : Telegram eo | . | | | | | , | 

Phe Minister in Honduras (Erwin) to the Secretary of State | 

| aE , Taeucteaupa, March 30, 1943—4 p. m. ' 

a ee ee [Received 10:36 p.m.] i 

80. Reference Department’s 86 of March 29, 10 p. m. Legation E 

believes it not desirable to make suggestions to Honduran Government ee 

or the banks that the effective cash reserves of banks be reduced. See 

page 3 line 1, Legation’s 2808, March 20. Rumored possibility of 

banks closing. Also rumored possibility of resignation of Acting 

Minister of Finance * if decree No. 59 ® does not effect solution. Situ- — | 

ation extremely critical, Recommend Treasury Department and - 

USED ® be notified and arrangements made so that shipments of — | 

- United States 50-cents pieces can be made by airplane within the next me 

few daysif necessary. mh ARS Rio 

~ 815.515/182 : Telegram om - a : _ | 

 -*SLhe Minister in Honduras (Erwin) to the Secretary of State — 

| ve | | Treucicatra, March 31, 1943—5 p. m. 
oo [Received 9: 06 p. m.] 

- 81. Reference Legation’s telegram No. 80, March 30. United Fruit | 

Company proposes that its Boston office arrange with Federal Reserve ce 

- Bank the exportation from the United States $500,000 in United = | 

- ° Not printed; the Minister is referring here to a paragraph of the despatch . 

which explains why it was dangerous and legally impossible for the Banco 

Atlantida to purchase any more foreign exchange (811.51/5970). - poet : 

* Urbano Quesada. | | | : 

- ® Decree No. 59, described by the Minister in his despatch No. 2807, March 

- 20, 1948 (811.51/5968), authorized the importation of $1,500,000 in United States | 

50-cent and 10-cent pieces. | : an 

a ° United States Engineers Department. oes
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States 50- and 10-cent pieces possibly by plane from Miami. Banco 
Atlantida proposes arranging with its New Orleans office exportation 
of $250,000 in the same manner. Swinnerton, McClure, Vinnell, In- 
ter-American Highway contractors, plan to make arrangements for 
exportation of at least $250,000 through their San Francisco office. 
These exportations to be made within a few days. Urgently request 

| Treasury make every effort to assist these shipments. _ 
| Erwin 

815.5151/230a: Telegram _ | 

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

| | Wasuineton, March 31, 1943—10 p. m. 

88. From Treasury. Your 80, March 30,4 p.m. “Apparently you 
did not understand the suggestion in the Department’s 86.5* The use 
of gold to satisfy reserve requirements was not intended to reduce 
the effective cash reserves of the banks. Lempira silver coins held as 
legal reserves are not effective reserves for meeting the public demands 
for cash. Under Honduran law it appears that gold would serve 
fully as well as silver lempiras for reserves against bank deposits. 

| Apparently 2 or 3 million lempiras in coins are now immobilized as 
_ reserves in the banks. If gold were utilized to fulfill the deposit 

7 reserve requirement, a large number of these silver lempiras would 
become effective cash available for active circulation in Honduras 
and would no longer be immobilized in the banks. An existing 

_ reserve deficiency would apparently be remedied by a similar 
- acquisition of gold. 7 

| However, in view of your statement that the situation is extremely 
critical, the silver 50-cent pieces are being made available in New York 
by the Treasury Department and the interested parties are discussing 
the problem of expediting shipment. [Treasury.] _ 

| | So : | | Hunn 

815.515/185: Telegram _ | | 

The Minster in. Honduras (Erwin) to the Secretary of State 

| oe TrcucieaLpa, April 26, 1943—5 p. m. 
| nnn [Received April 27—12: 05 a. m.] 

| 97. Reference Legation’s airgram No. 113, March 26, 11 a. m., des- 
patch No. 2845, April 1, and 2877, April 12, and telegram number 91, 
April10,5p.m22 a | 

— 5 March 29, p. 386. | 
* Despatches No, 2845 and No. 2877 and telegram No. 91 not printed. |



| 

a HONDURAS : 389 - | 

| Banco Atlantida and Banco de Honduras have curtailed purchases © | 

of foreign exchange to equal current sales or roughly $425,000 per t 

month, while offerings of foreign exchange remain at about $725,000 
‘per month. Local Pan American officials state they are unable to | 

furnish transportation for bringing in United States silver currency 

and Taca Air Lines can only bring approximately $250,000 per i 

| month. Banco Atlantida has on one occasion been unable to furnish 

lempiras to one of its clients who wished to withdraw sight deposits | 

, in lempiras. Immediate reply requested as to whether a United : 

- States Army transport plane can be made available for one trip carry- : 
| ing approximately $250,000 for the Banco Atlantida, Bank to pay all : 

expenses.*7 _ ep | | ee | 
: wr ee oe | | Ewe 

815.51/1083 | | | CO 

 -The Ambassador in Honduras (Erwin)®® to the Secretary of State ' 

No. 194 | a  -‘Troucieaupa, July 7, 1948. j 
| he [Received July 13.] : 

Sir: I have the honor to refer to the Department’s instruction No. | ; 

1139, February 20, 1948, the Department’s airgram No. 262, 6:30 pm, —& 

May 21, 1943, and the Embassy’s airgram No. 256, of June 11, 11: 00 
am, 1943," concerning the visit of the Financial Mission sent to Hon- 

duras by the United States Treasury Department at the request of — 

the Honduran Government. — OS 

The Financial Mission arrived in Tegucigalpa on May 31, 1943, — : 

and consisted of Mr. E. M. Bernstein and Mr. John 8S. De Beers, 

| representing the Treasury Department, Mr. A. T. Esgate, represent- | 

ing the Farm Credit Administration, and Mr. Robert A. Triffen, 
representing the Board of Governors of the Federal Reserve System. 

| ‘They were met by Mr. Jorge Coello, Assistant Chief of Protocol of ! 

the Honduran Foreign Office, Mr. Virgilio Galvez, Chief Clerk of the | 

Honduran Ministry of Finance, and Mr. Robert Whedbee of the Em-  __ 

 bassy staff. Due to the absence of the Acting Minister of Finance 

from Tegucigalpa, no appointments were arranged for May 31, and 

the Mission spent the afternoon in discussion with members of the 
Embassy staff. On the morning of June 1, the Mission, accompanied 

by Mr. Coello, of the Foreign Office, and Messrs. Faust * and Whedbee 

/ * Transportes Aéreos Centro Americano. a 
The United States Army made the following shipments of silver coins: May 4, : 

$75,000; May 10, $70,000; May 11, $70,000. | 

The American Legation in Honduras was raised to the status of Embassy | 

on April 27, 1948, when Minister John D. Erwin presented his credentials as : 

Ambassador. | | - : 

*° None printed. | : 
© John B. Faust, Second Secretary of Embassy and Consul. |
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of the Embassy, called on President Carias, Foreign Minister Dr. 
Salvador Aguirre, and Acting Minister of Finance Dr. Urbano 
Quesada. The Mission was received quite cordially, and Dr. Quesada 
offered the full cooperation of his Ministry in furnishing any 
information which the Mission desired. __ Oe 

The Mission spent the next week interviewing important Honduran 
Government officials, bankers, merchants, agriculturalists, and the 
directors of the various United States’ Government activities in Hon- 
duras. Most of the second week of the Mission’s stay in Honduras. | 
‘was spent at important cities on the north coast of Honduras inter- 
viewing important persons in that area. Mr. Bernstein returned to 
the United States on June 11, and Mr. Esgate on June 16. Mr. Triffen 
and Mr. De Beers remained in Honduras until July 2, during which 
time they interviewed various officials and made a trip to Choluteca. 

| It is understood that the Mission took detailed notes of their various 
interviews, which are presumably available to the Department and 
therefore it appears unnecessary to review them at this time. 

The Mission had not reached any definite conclusions as to what its 
recommendations would be when the members left Honduras. They 
‘Indicated to the Embassy and to various Honduran officials however, 

| that they were particularly interested in the question of the possible 
| formation of a Central Bank, whose functions might be: (1) the 

| control of foreign exchange, (2) the issuance and regulation of cur- 
rency, (3) the supervision of private banks, (4) a repository of Gov- 
ernment funds, (5) the repository of private bank reserves, (6) the 

| discounting of bills, and perhaps (7) a source of loans to the Hon- 
| duran Government. The Central Bank might also have a separate 

section devoted to agricultural credit, which would be subsidized 
from the present Governmental revenues for the Exchange Fund 

and the Cumulative Fund. | ee 
| Members of the Mission planned to stop in Nicaragua and El 

Salvador briefly before returning to the United States in order to 
talk to officials connected with Governmental banking enterprises in 
those countries. ts” oe | 

| Respectfully yours, | Joun D. Erwin 

811.51/6188: Telegram ee an , 

| The Secretary of State to the Ambassador in Honduras (Erwin) 

| s,s Wasurneron, July 26, 1943—6 p. m. 

192. From Treasury. Your 166, July 23, 1943, 3 p.m.° Technical 
financial mission has prepared a preliminary report “ on the currency 

* Not printed. | | oo : 
* Wor extracts from this report, see infra.



| a HONDURAS BGT | 

“shortage suggesting procedures which are thought. to be more de- | : 

- girable than further importation of coins. It is suggested that if 

possible the Honduran Government delay new decree until it has had | | 

an opportunity to study the mission’s report, which will be sent from : 

Washington within a week. [Treasury.] | : 

fale BS Ce ae lye. ee | Huu 

g15.51/1041 : hie ote OE he aetna i 

Preliminary Report to the Honduran Government by the United — | 

States Technical Financial Mission to Honduras, July 31, 1943 © i 

| TT, RecomMENDATIONS ee | E 

Our recommendations in this preliminary report seek to attain the __ 

following objectives: | | - 

1. The provision of means to satisfy the demand for more currency, _ | 

up to the limits of the probable increase in needs during the next 

few months; = | oe SE el RE AGE 
9. A greater concentration of the foreign exchange reserves of the | 

country, under the immediate control of the Honduran monetary = | 

| authorities ; re re re 
8, A first step toward the development of monetary Institutions — 

that can be effectively used in the best interests of the country; 
4, The preservation of the national character of the Honduran — 

circulating medium ; rr oe ee  f 

| 5. A full utilization of the additional issue of banknotes by the 

Banco Atlantida without the 50 percent offset in lempira reserves : 
that would be required by existing legislation; and Se 

6. A saving of the costs of bringing into the country additional _ 
_ silver coins which would have to be re-exported later. os 

- A country which wishes to follow a policy of exchange | stability | 

must provide the monetary authorities with some means of buying 7 
the accumulating quantity of foreign exchange in those periods in ! 
which the international balance of payments is favorable. The lack | 
of such a provision in the Honduran monetary system not only causes 

_ difficulty at present, under war-time conditions, but also will involve _ | 
inconveniences in the future, for in the normal course of its develop- : 
ment a country must provide for a growth in its exchange balances as : 
well as an increase in its domestic circulation requirements. This | 
preliminary report provides no permanent solution for the problem, | 
but it does try to obtain the same effect now by other devices and to | 

_ © The final report of the Financial Mission to Honduras is entitled “Report of , 
the Technical Financial Mission on Monetary and Credit Conditions in Hon- 
duras.” (815.51/1047) ee : | ESE ? 

os 4610356426 oes 7 a |
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7 give the public the local funds which it needs in exchange for foreign 

_ balances. ae | . 
Measures to increase the available currency supply 

| The Mission recommends as a temporary measure that the lempira 
coins now immobilized in the banks’ vaults as required reserves behind 
notes and deposits be progressively released for circulation, if and as 
the need arises; and that they be replaced in the banks’ reserves by 
equivalent amounts of foreign exchange, deposited in special custody 
accounts, under the supervision of the Ministry of Finance and, if 
deemed advisable, of the Exchange Control Commission. 

| In order that Honduras may be able to deal effectively with possible 
exchange shortages in the future, the foreign exchange reserves of the _ 

- country should be concentrated in the Exchange Control Commission __ 
and in the banks, rather than dissipated in the hands of the public in 
the form of foreign coins and notes, which might be hoarded in times 

| of an exchange crisis, i.e., precisely at the moment when they would 
| be most needed by the authorities. The recommendation presented in 

this preliminary report would seek to maintain a high degree of con- 
centration of these reserves. a | | | 

While this proposal of the Mission aims primarily at the solution 
of the present shortage of lempiras, it constitutes also a step in the 
direction of further reforms aiming at the modernization of the mone- 
tary institutions of Honduras. | 

Measures to reduce the demand for currency 

To supplement the foregoing measures the Mission suggests that 
| action be taken to reduce the demand for coins and banknotes in Hon- 

duras, by requesting the principal employers of the country (1) to 
distribute their payroll dates so that too many do not fall at the end 
or the middle of the month, and (2) to make more frequent payment 
of wages and salaries. The Government, as one of the largest em- 
ployers, should of course take the lead in these changes. a 

Possible need for additional measures 7 
The measures proposed here are expected to take care of the Hon- 

duran currency needs for the next half-year or more, by which time 
some new procedures may be available to deal with the problem. 
Nevertheless, other expedients may have to be utilized, if the difficulties 
continue. It is not too early to consider the various possible measures 
available to the Honduran Government, even though further action 
may not be required for some time. In this connection the Mission
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offers its cooperation in the working out of additional steps or in : 
consultation with respect to the suggestions made in this report. 

815.515/150 — | a | 
— The Ambassador in Honduras (Erwin) to the Secretary of State 

| No. 818 _ | | TrcucieaLpa, August 21, 19438. | 
| ! [Received August 24. ] : 

Sir: I have the honor to refer to the Department’s instruction No. f 
| 1362, dated August 3, 1948, and to the Embassy’s telegram No. 178, of __ 

- August 11, 1948, 5 pm,** regarding the preliminary report of the . 
| Technical Financial Mission to Honduras suggesting a temporary 

- solution for the currency problem. | a . | 
| The report was duly presented to the Honduran Foreign Office and 

| a copy given to the Minister of Finance on August 6, 1948. No com- 
ment of any kind has been received from the Honduran Government 

to date. oe . 
On August 12, 1943, there was published in the official government 

record, La Gaceta, Executive Decree No. 66, supplementing Decree 4 
No. 59, of March 18, 1943. Decree No. 66 authorizes the importation 
and temporary circulation of up to $3,000,000 more of United States | 
silver currency. | | | | 

The Acting Minister of Finance, Dr. Urbano Quesada, has not been 
in Tegucigalpa since the publication of this decree. It is presumed, | 

| although no official confirmation is available, that the Technical Fi-  —Ss_ | 
nancial Mission’s recommendation will not be acted upon. a : 

| The Embassy urgently requests that the Treasury Department and | 
| other interested agencies be informed that further United States : 

currency is needed by Honduras, and that appropriate steps be taken | 
to facilitate the shipment of such currency. : | - | 

Respectfully yours, © | | JoHN D. Erwin — | 

811.515/2083 | | a “ | 

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

No. 1484 | _ Wasutneton, November 17, 19438. 

_ The Secretary of State refers to the Embassy’s despatch no. 204 | 
dated July 8, 1943, and previous correspondence concerning the 
circulation of United States currency in Honduras. _ | 

The Embassy, of course, is aware that considerable sums of fifty __ 
and ten cent pieces have been sent to Honduras from the United 

Neither printed. a . 
| _ © Not printed. | | .
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‘States in order to relieve the shortage in Honduras of United States 
currency in circulation. The Treasury Department has informed the 
Department that it is now in receipt of an application filed by the 

| Whitney National Bank of New Orleans, Louisiana, on behalf of the 
Banco de Honduras, Tegucigalpa, for a license to permit the release 

_ of approximately $500,000 in fifty cent and ten cent pieces which the 
Banco de Honduras contemplates sending to the United States. — 
According to the Treasury Department, this application states that 
the termination of one of the contractor’s projects makes it no longer 

| necessary for this sum to remain in circulation. | | 
This appears to be the first indication of the return to the United 

States of part of the sums of coins which were sent to Honduras. 
The Embassy is requested to investigate and report, including an 
expression of its views, concerning this matter, as well as the adequacy 
of the present amount of United States currency in circulation. 

811.515/2214 an | ae 

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

| | a ae _ [Extracts] a - | 

No.60L Treucieatea, December 2, 1943. 
/ ee _ [Received December 7.] 

Sir: I have the honor to refer to the Department’s confidential air- 
| mail instruction No. 1484, dated November 17, 1948, regarding appli- 

cation received by the United States Treasury Department filed by 
the Whitney National Bank of New Orleans, Louisiana, on behalf 
of the Banco de Honduras, Tegucigalpa, for a license to permit the 

- release of approximately $500,000 in 50 cent and 10 cent pieces which 
it is claimed the Banco de Honduras contemplates sending to the 
United States. one oe | 

In any event, it is not believed advisable to export any substantial 
amount of United States currency from Honduras at this time. Al- 
though it is true that the work of the United States Army Engineers 
on the Pan-American Highway in Honduras has been terminated, 
this work is being carried on at a reduced pace by the United States 
Public Roads Administration which it is believed will employ a 

substantial xumber of men even though not in the numbers heretofore 
employed by the United States Army Engineers and contractors.” 

Should it become evident that Honduran banks are holding undue —_—«#ws 

| amounts of American currency or that there is other reason to export 

“For discussion and negotiations concerning the suspension of construction - 
. operations by the United States Army Engineers on the emergency Pioneer | 

Highway project in Central America, see vol. v, pp. 76 ff.
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substantial amount thereof, the matter will be promptly reported. 

For the present, it is recommended that action on the application be 

deferred. It would be unfortunate if substantial amounts of United 

| States currency were exported from Honduras to the United States 
- and then work on United States projects resulted in substantial em- 

- ployment necessitating the return of such exported United States | 
currency to Honduras. ts” REE ee 

Respectfully yours, . Joon D. ERwin |



| eas MEXICO. — 
DISCUSSIONS BETWEEN THE UNITED STATES AND MEXICO 

CONCERNING DEFENSE QUESTIONS 

811.2222 (1940) /2579 

Lhe Secretary of State to the Mexican Ambassador (Castillo Néjera) 

The Secretary of State presents his compliments to His Excellency 
the Ambassador of Mexico and refers to his note no. 11061 of Novem- 
ber 14, 1942 * concerning alleged efforts of military authorities in the 
United States to induce Mexican citizens in the military service of 
the United States to become American citizens. 

The Secretary of State has received a report on this matter from 
the agency to which it was referred for investigation. The report 

| reads in part as follows: | oo 

| __“As you are aware, aliens who have been lawfully admitted to the 
United States and who serve honorably in the Army during the pres- 
ent war may be naturalized under the provisions of Title X of the 
Second War Powers Act, 1942 (Public Law 507, Seventy-seventh 
Congress),? upon proper application, without compliance with cer- 
tain existing law concerning the naturalization of aliens generally. 
All noncitizens enlisted, inducted, or appointed in the Army of the 
United States are advised of their right to make such application, and 
of the procedure for so doing, upon their arrival at reception centers. 
All appropriate commanders have been directed to determine the 
number of eligible noncitizens within their commands who have 
served honorably in the Army for a period of at least three months 
since September 1, 1939, and who desire naturalization, and to aid in 
expediting the naturalization of such persons, _ 7 oe 

“The filing of the necessary application for naturalization and the 
execution of the required petition, which apparently is the document 
referred to in the copy of the note from the Mexican Embassy, are 
voluntary on the part of the person concerned. The War Department 
does not compel noncitizen soldiers to act in these respects. Persons 

_ who take the oath of enlistment, the oath prescribed for inductees, or 
the oath contained in the petition for naturalization are not recognized 
as naturalized solely by virtue of such action. The War Depart- 

| ment does not consider noncitizen soldiers as naturalized until ad- 
mitted to citizenship upon administration of the required oath of 
renunciation and allegiance after voluntary petition for that action.” | 

*Not printed. | | | | 
756 Stat. 176. | | 

896 : a
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The Secretary of State calls attention to the fact that members of 

the armed forces can only be naturalized in the United States by a I 

court authorized to naturalize aliens. 

- Wasurneron, January 12, 1943. | a | i 

740.0011 Huropean War 1939/28247 | | | 

The Chargé in Mexico (Bursley) to the Secretary o f State | 

No. 720  Mrxtco Crry, February 24, 1943. : 
a es [Received March 2. ] 

Sm: I have the honor to refer to previous despatches which have ' 

reported from time to time the statements made by President Avila | 

Camacho and other Mexican officials with reference to Mexico’s par- | 

ticipation in the war, and to report that to Za Prensa’s correspondent 
at’ Cérdoba, Veracruz on February 20, the President is said to have 

declared : po : 

| “that every war must go on to its end (referring to the recent decla- | 
rations of the United Nations) ; that Mexico is cooperating in the same 
plan that it has promised to do although the war is receding farther | 
and farther away from our Continent every day and what there is too © 
many of on the battlefronts is men. oe: | 

“Mexico, consequently, will not send men to the war nor have we | 
| received from them (the United Nations) the least hint that we ; 

should; our obligation up to now continues to be production.” oO | 

Respectfully yours, __ For the Chargé d’Affaires, a.i. — 
| a Bn Harorp D. FINLEY | | 

: | oe First Secretary of Embassy | 

912.24/8-1843 a . ) | | ee , 

Agreement Between the United States and Mexico Regarding Prin- | 

ciples Applying to Mutual Aid in the Prosecution of the War, Signed | 
at Washington, March 18, 1943 | | | 

Whereas the Governments of the United States of America and | 
the United Mexican States declare that they are engaged in a co- | 
operative undertaking, together with every other nation or people of 
like mind, to the end of laying the bases of a just and enduring world | 

| peace securing order under law to themselves and all nations; ; | 
And whereas, in conformity with the Declaration of Lima of 

December 24, 1988 and Declaration XV approved July 30, 1940 at 
_ the Second Meeting of the Ministers of Foreign Affairs of the Ameri- 

| can Republics held at Habana, and in harmony with the spirit and
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purpose of the Third Meeting of the Ministers of Foreign Affairs 
of the American Republics held at Rio de Janeiro, the Governments | 
of the United States of America and the United Mexican States have 
determined to cooperate further in the defense of the security and 
integrity of all the American Republics against. acts of aggression 
directed against any of them; 

| And whereas the Governments of the United States of America 

and the United Mexican States, as signatories of the Declaration 
by United Nations of January 1, 1942, have subscribed to a common 
program of purposes and principles embodied in the Joint Declara- 

| tion made on August 14, 1941 by the President of the United States | 
of America and the Prime Minister of the United Kingdom of Great 
Britain and Northern Ireland, known as the Atlantic Charter; | | 
And whereas the President of the United States of America, pur- 

suant to the Act of the Congress of the United States of America of 
March 11, 1941, and the President of the United Mexican States have 

_ determined that the defense of each of the American Republics is vital 
to the defense of all of them; 7 oo 

And whereas the United States of America and the United Mexican 
States have extended and will continue to extend to each other re- 

| spectively aid in resisting aggression ; | a | 
And whereas the Governments of the United States of America 

and the United Mexican States are mutually desirous of concluding 
an agreement for the providing of defense articles and defense infor- 

| mation by either country to the other country, and the making of 
such an agreement has been in all respects duly authorized, and all 

acts, conditions and formalities which it may have been necessary to 
perform, fulfill or execute prior to the making of such an agreement 
in conformity with the laws either of the United States of America 
or of the United Mexican States have been performed, fulfilled or 
executed as required ; . ae | a 
The undersigned, being duly authorized by their respective Gov- 

ernments for that purpose, have agreed as follows: | | 

The Agreement concluded by the United States of America and 
the United Mexican States on March 27, 1942 for the providing of 
defense articles, defense services, and defense information by either 
country to the other country, shall cease to have effect upon the sign- 
ing of the present Agreement. All deliveries of defense materials or __ 

| defense information by either country to the other country or any 
payments made by either country to the other country in accordance 
with the terms of the Agreement concluded by the United States 
of America and the United Mexican States on March 27, 1942
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shall be deemed to constitute deliveries or payments in accordance with a 

the terms of the present Agreement. on 

oe . - Articie IT | a | | 

~The Government of the United States of America will continue to 

supply the Government of the United Mexican States with such arma-_ : 

‘ments and munitions of war as the President of the United States of | 

America shall authorize to be transferred or provided. : oe  ¢ 

| — > Arricne TIT” er f 

- Should circumstances arise in which the United States of America 7 

in its own defense or in order to collaborate in the defense of the Et 

Americas shall require defense articles, defense services or defense [ 

information which the United Mexican States are in a position to- i 

supply, the Government of the United Mexican States will make such 

defense articles, defense services and defense information available to | 

the United States of America, to the extent possible without harm , 

to its economy and under terms to be agreed upon. Bo | | | 

| Ma Eo Articte IV | Oe 7 

The Government of the United Mexican States undertakes that it L 

will not, without the consent of the President of the United States of : 

America, transfer title to, or possession of, any defense article or de- | 

fense information received under this Agreement, or permit the use 

thereof by anyone not an officer, employee, or agent of the Government | 

of the United Mexican States. (AES | 

- Similarly, the Government of the United States of America under- 

takes that it will not, without the consent of the President of the 

United Mexican States, transfer title to or possession of any defense : 

~ article or defense information received in accordance with Article III 

of this Agreement, or permit the use thereof by anyone not an officer, 

employee, or agent of the Government of the United States of America. | 

ARTICLE V _ | oe | | 

 Tf,asa result of the transfer to the Government of the United Mexi- | : 

can States of any defense article or defense information, it is necessary | 

for that Government to take any action or make any payment inorder sd 

fully to protect any of the rights of any citizen of the United States | , 

of America who has patent rights in and to any such defense article | 

or information, the Government of the United Mexican States will : 

take such action or make such payment, when requested to do so by | 

the President of the United States of America. : eS | | 

Similarly, if, as a result of the transfer to the Government of the | | 

United States of America of any defense article or defense information, | 

it is necessary for that Government to take any action or make any | 

payment in order fully to protect any of the rights of any citizen of |
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the United Mexican States who has patent rights in and to any such 
defense article or information, the Government of the United States 
of America will take such action or make such payment, when re- 
quested to do so by the President of the United Mexican States. 

_ The terms and conditions upon which each Government receives 
the aid provided under this Agreement by the other Government — 
shall not burden commerce between the two countries, but shall pro- 

. mote mutually advantageous economic relations between them and the 
| betterment of worldwide economic relations. To that end, the two _ 

Governments. will make provision for agreed action by the United 
States of America and the United Mexican States open to participation 
by all other countries of like mind, directed to the expansion, by 

_ appropriate international and domestic measures, of production, em- 
ployment, and the exchange and consumption of goods, which are the 
material foundations of the liberty and welfare of all peoples; to the 
elimination of all forms of discriminatory treatment in international 
commerce and to the reduction of tariffs and other trade barriers; and, 
in general, to the attainment of all the economic objectives set forth 
in the Joint Declaration made on August 14, 1941, by the President 
of the United States of America and the Prime Minister of the United 
Kingdom. | | | | 

At an early convenient date, conversations shall be begun between 
the two Governments with a view to determining, in the light of gov- 
erning economic conditions, the best means of attaining the above- 

_ stated objectives by their own agreed action and of seeking the agreed | 
action of other like-minded governments. pe 

| Certain terms and conditions upon which each Government receives 
: certain specified items provided under the Agreement by the other _ 

Government are set forth in the attached exchange of notes, which is 
an integral partofthis Agreement. Oo | 

Oo ArticLE VII | 

| _ This Agreement shall continue in force from the date on which it is 
signed until a date agreed upon between the two Governments. 

Signed and sealed in Washington, in the English and Spanish 
languages, in duplicate, this eighteenth day of March, 1943. 

For the Government of the United States of America: 
- Corpenn Hurn 

| Secretary of State of the United States of America 
7 For the Government of the United Mexican States: 

| | | FE. Castitto NAgERA 
- Ambassador Eatraordinary and Plenipotentiary 

of the United Mexican States in Washington
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812.24/3-1843 | | a 

The Secretary of State to the Mexican Ambassador (Castillo Najera) 

| 7 Wasuineron, March 18,1943. 
Excettency: I have the honor to refer to the conversations between 

| the representatives of the Governments of the United States of — | 

America and the United Mexican States in connection with the 

Agreement on the Principles Applying to Mutual Aid in the Prosecu- i 

tion of the War against Aggression, signed this day. ve E 

The conversations referred to have disclosed a mutual understand- _ 

ing on the part of the Governments of the United States of America 

and. the United Mexican States with respect to the application of the i 

provisions of the Agreement, as follows: | a | ' 

| 1. The Government of the United States of America will endeavor, — L 

subject to unforeseen contingencies and within the limits imposed upon E 

it by law and by other military demands, to transfer to the Govern- — : 

ment of the United Mexican States during the present emergency 4 

armaments and munitions of war to a total scheduled cost of about : 

$40,000,000 (currency of the United States of America). | 4 

9. In respect of defense articles, services or information transferred i 

to the Government of the United Mexican States pursuant to para-  § 

graph 1, above, the Government of the United States of America | 

agrees to accord to the Government of the United Mexican States a : 

- reduction of 67 percent in the scheduled cost of such articles, services : 

or information: and the Government of the United Mexican States : 

promises to pay in dollars into the Treasury of the United States of i 

- America 33 percent of the scheduled cost of the defense articles, serv- _ 

ices or information delivered. The Government of the United Mexi- : 

can States shall not be required to pay more than a total of $2,200,000 f 

before January 1, 1944, more than a total of $4,400,000 before January — 

1, 1945, more than a total of $6,600,000 before January 1, 1946, more | 

than a total of $8,800,000 before January 1, 1947, more than a, total 

of $11,000,000 before January 1, 1948, or more than a total of $13,- 

200,000 before January 1, 1949. Ce - | 

3. The Government of the United Mexican States may return to | 

| the United States of America at the end of the present emergency as | 

- determined by the President of the United States of America such 

defense articles transferred pursuant to paragraph 1, above, as shall 

be determined by the President of the United States of America in | 

consultation with the President of the United Mexican States to be — 

useful in the defense of the United States of America, and upon the 
| return of such defense articles to the United States of America the 

- Government of the United Mexican States shall be credited for any 

sums paid or for any sums which it is obligated to pay for such — 

defense articles under the terms of paragraph 2, above. So 

4, With reference to Article III of the Agreement signed this day, : 

such defense aid as may be rendered to the United States of America : 

by the United Mexican States shall, upon mutual agreement of the two_ 

Governments as to the evaluation of such aid, be credited to the ac- 
count of the Government of the United Mexican States for any sums |
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paid, or for any sums which it is obligated to pay, under the terms of 
paragraph 2, above. eee ; | 

I would appreciate receiving Your Excellency’s confirmation of 
the correctness of this understanding.”* | 

Accept [etc.] - | — Corvert Hoi 

811.2222 (1940)/4685 os | | 
Lhe Mexican Ambassador (Castillo Najera) to the Secretary of State 

a [Translation] 

| No. 3365 | 7 _ Wasuineron, May 27, 1943. 
Mr. Secrerary: I have the honor to quote below to Your Excellency © 

the contents of a communication which the Consul of Mexico at San | 
_ Diego, California,’ has sent to this Embassy : | OS | | 

| “Starting on_ the date on which there was communicated to this _ 
Consulate the Convention entered into between our country and the ~~ 
United States, of January 22nd last,‘ relative to military service, the 
corresponding steps have been taken in behalf of certain Mexicans 
residing in Tijuana, Baja California, who, either because of working 

| or of having been born on the American side, registered for military 
service. These steps have been taken in order to have them released 

| from the obligation to serve in the armed forces in this country, be- 
cause of residence in Mexico and their being registered for military | 
service In our country also, on the basis of Article IV of the Agree- 
ment mentioned. | So eae 

“Notwithstanding, the Local Boards mentioned are continuing to | 
call them, and in the majority of cases they have been adj udged de-. | 
linquents, the corresponding warrant for their arrest being issued. 

“As the communications of this Consulate are not answered, they 
_ have been called by telephone, and the excuse which they give is to © 

| the effect that they do not know of the Agreement in question and | 
that when they have consulted the State Selective Service Coordina- 
tor or Director regarding the cases, the reply has been given them 
that the persons concerned are not protected by any law or agreement 
and that they must induct them or issue the warrant for their arrest 
as delinquents. For this reason, I am taking the liberty of sending to 
you a list of the cases of Mexicans, all residents of Tijuana, that are 
pending settlement; they had az least two years of residence in Mewi- 

| can territory before the Agreement mentioned was signed.” 

For which reason I request Your Excellency to be good enough to | 
order the necessary steps to be taken in order that the Local Boards | 
In the State of California may be instructed regarding the procedure | 
which they are to follow in cases of this nature, in conformity with | 
the Agreement mentioned, which is ineffect. = a | 

22 Ambassador Castillo N ajera’s note of confirmation dated March 18, 1943, not 
printed. - | : | - | 
~ *Blisio Ruiz: Russek. - oo. | : 

“For text of the Agreement, signed at Washington, see Department of State 
Executive Agreement Series No. 323, or 57 Stat. (pt. 2) 973. | |
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Your Excellency will please find enclosed, a list § of cases in which | 
the Consul of Mexico at San Diego, mentioned above, has made repre-- 7 
sentations in behalf of Mexicans before the respective Local Boards, _ | 
on the basis of the Agreement on military service, between Mexico and | 
the United States, of January 22nd of the present year, which  __ | 
representations have been ineffective. oe a : 
[present [ete] © F. Castirio NAgera | 

811.2222(1940)/5018 es ae 

The Mexican E mbassy to the Depariment of State | 

- - LL: | : [Translation] : ee | er | 2 

— No. 8986 a Wasurneron, July 6,1948. = [| 

The Embassy of Mexico presents itscomplimentstothe Department = = — | 
of State and has to refer to recent conversations between its repre- 
sentatives with officials of the War Department and of National | 
Selective Service Headquarters, with a view to providing a practical | 

- procedure whereby the Government of the United States shall furnish | 
to the Government of Mexico the information required under Para- | 
graph VI of the Reciprocal Agreement of January 23 [22], 1943. 

| _ As until now it has been impossible to solve the difficulties to be | 
met by the United States military authorities in furnishing this | 
information with respect to Mexican nationals already serving in : 
the armed forces of the United States of America, the Embassy is | 
of the opinion that it is absolutely necessary to agree upon a system st 

_ whereby the Government of Mexico shall be able to communicate 
immediately with those of its nationals who, although registered | 

-. under Selective. Service, have not yet been incorporated into the  — | 
- United States Army. In this way, while there is being sought a _ : 

way to furnish the Government of Mexico the most ample informa- : 
tion possible regarding those of its nationals already in the ranks of 
the Army of the United States, at least it would be possible to prevent | : 

; the daily further increase of those difficulties which are being caused | 
by the lack of data with respect to these Mexicans. | : 

| ‘With this in view, the Embassy of Mexico requests that the name ‘| 
of its country be included in the list of cobelligerent nations con- 
stituting Paragraph 10 of Memorandum No. 129* that the National = =—ss| 

- Selective Service Headquarters is planning to send the local boards _ 
- and that, consequently, its nationals be sent that letter, a draft of = 

_ which was kindly given by the Selective Service officials to the — 
representatives of the Embassy. CBE ee ee 

| ° Not printed. _ Pook EGS heat 9 ae 
-. * Concerned with countries with which the United States had agreements on E 
military service. This was one of a series of memoranda issued by the National. : 

_ Headquarters, Selective Service System, Washington. BRI sy Oo :
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740.0011 European War 1939/31593} | | 

The Ambassador in Mexico (Messersmith) to the Under Secretary 
| of State (Welles) — . | 

| Seas Mexico, July 6, 1943. 

- Dear Sumner: The other day while Padilla” and I were discuss- __ 
ing some major factors in our relationships and particularly with | 

| respect to the situation in Mexico, he referred to a conversation which | 
he had with you either in Monterrey or Corpus Christi with respect 
to the possible participation of elements of the Mexican armed forces 
in the conflict. Padilla said that he felt more and more that it was 
desirable for some elements of the Mexican armed forces to participate 
in the actual conflict. He said that the situation within the country © 
was on the whole developing satisfactorily but that naturally Mexico | 
was further away from the war and that it was difficult for the great 
masses of the people to appreciate all of the implications of the war 

. for Mexico and Mexico’s responsibility. ‘This was even more so now 
that the probability of attack on this continent was more remote. | 
He said that during the last weeks increasingly high ranking officials 

| of the Mexican army had spoken to him about what they considered 
the real importance and interest of elements of the Mexican armed 
forces taking part in the conflict. They all realized the practical 
difficulties in the way but they felt, as military men, that it was not | 
in accord with Mexico’s dignity and her place among the United 
Nations that her army did not bear a part of the sacrifices of the war. 

| He said it was very interesting that these officers were very outspoken 
and definite in their opinion and he was sure that the President shared 
their opinion.’ He said that a good many of the high ranking officers 
felt chagrined that General C4rdenas® should have made a state- 
ment some time ago that Mexico could not take any actual part in the 
armed conflict because her men had nothing to fight with and they 
resented his statement.  —’ So 

7 - Padilla said that the thing which preoccupied him was that the 
United Nations, or at least most of them, were making so many 
sacrifices in the way of blood and treasure and that these would _ 
undoubtedly increase before the end of the war came. He considered _ 
it very probable that there would have to be a land invasion of Europe 
before the end of the war and that this would involve very heavy 
sacrifices in blood. He could understand that there would be quite an 

- internal reaction among the people of the United States to the effect 
that some of the other American Republics had not done their share 
in the way of actual sacrifice. He personally, and he was sure the 
President, felt the way some of these high military officers felt, that 

7 Hzequiel Padilla, Mexican Minister for Foreign Affairs. = | 
| ® Gen. Lazaro Cardenas, Mexican Minister for Defense. oo
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it would be a very good thing all around if there could be some par-  __ : 
‘ticipation by Mexican elements in the actual conflict. He did not | 

~ know how this could be done but he thought it would be desirable to | 
explore the situation. © a | | 

I told him that there were many difficulties in the way of having | 
elements from the armed forces of the other American Republics par- : 

-. ticipating in the conflict. These, I was sure, were familiar to him. | 
Among these was the question of transport, organization and com- | | 
mand. I agreed with him, I said, that it would be desirable to have , 

such elements participate in the conflict, particularly from Mexico | 
and Brazil. As I saw it, however, it would be exceedingly difficult | 
to arrange for the present for elements of the army to participate— | 
although this also was a subject which should receive consideration. | 

--_In my opinion the most practical way would be to have Mexican pilots | 
as a Mexican escadrille participate at the front. I saw few funda- _ | 
mental difficulties in the way of this, for the Mexican army now had | 
a considerable number of trained pilots and all they needed was a | 
little further final training before being able to fly combat ships. I | | 
said that I thought the idea of a Mexican flying unit was one which | | 
could be considered, but of course I was not able to pass any final | 
word on this. _ | a Ct | ) 

Padilla said that he thought it would be a splendid thing if arrange- | | 
ments could be made for a Mexican and Brazilian flying unit to | 
participate in actual combat in aerial warfare at some of the fronts. 
He thought this was an entirely practicable and feasible idea and it | 
would be a fine entering wedge. It was something which could be | 
arranged with small delay and was entirely practical from practically — | 
every point of view. He thought that it could easily be confined at | 
the outset to a Mexican and Brazilian unit. He said that he would be | 
very glad if I would explore this idea with you entirely informally | 
for the present and he asked me when doing so to refer to the con- ! 
versation which he had had with you in this respect during the : 
exchange of visits between the two Presidents. | 

. My own feeling is that it would be desirable to do something along __ | 
these lines, and as I think the question of army units is impracticable , 
still, it would be desirable to do something from the point of view | 
of an air unit. Our Army and Navy officials recognize the fact that | | 
the Mexican pilots are excellent. All they need is a little extra | 

| training. There would seem to be no fundamental difficulty in having | 
a Mexican and Brazilian air unit participate on the actual combat | 
fronts. | | OO | oe 

I believe it would be a good thing to explore this with the Secretary | 
_ and with the President and with our military officials, and to let me 

have an initial reaction which I can give to Padilla and to the Presi-
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| dent. I am sure that Padilla had talked this over with the President 
before he mentioned it to me the other day. Of course the explora- 
tions should be informal and confidential and there should be nothing 

| publicly said about this until decisions may be reached. 
. . . 1 think the most feasible approach is through air combat units. 

I should be very happy if you would explore this situation and let me 
know the reactions in an altogether informal and confidential way 
which I can pass on to Padilla and the President. a , 

With all good wishes, . / 
Cordially and faithfully yours, G. S. Mussersmrra 

811.2222(1940)/4897 | | | | 

The Secretary of State to the Mexican Ambassador (Castillo Najera) 

- a WasHINGTON, July 18, 1943. 
| Exceitency : Ihave the honor to refer further to your note no. 3365 

of May 27, 1943, in which you state that a number of Local Boards of 
the Selective Service System appear to be ignorant of the provisions 
of the agreement entered into between our Governments on January 
99,1948. | 

_ This matter has received consideration by the Director of Selective 
Service,? who has now informed the Department that copies of the 
agreement in question have been transmitted to the State Directors 
of the States adjoining Mexico, with instructions that copies of the | 

| agreement are to be sent to Boards which are known by the State Di- 
rectors to have a large number of Mexican registrants. The Direc- 
tor of Selective Service has expressed the opinion that this procedure 
will be sufficient to cure any lack of understanding that may exist 
among Local Boards. a nas | 

| Accept [ete] | For the Secretary of State: 
meee | | - [File copy not signed] 

811.2222 (1940)/50138 Lee | | 

The Secretary of State to the Mexican Ambassador (Castillo Ndjera) 

| The Secretary of State presents his compliments to His Excellency 
the Mexican Ambassador and has the honor to acknowledge the re- 
ceipt of the Ambassador’s note no. 3986 of July 6, 1943, requesting the 

| inclusion of Mexico in a memorandum addressed to Selective Service 
Local Boards by the Selective Service System, relating to countries 
with which reciprocal agreements on military service matters have 
been concluded. | | ae 

°Maj. Gen. Lewis B. Hershey. one
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_ The Embassy’s desire for the inclusion of Mexico in that list has = 
been brought to the attention of the Selective Service System. It 
will. be recalled, however, that in the informal discussions that have 
taken place on this subject, the Embassy was informed that the Selec- — 
tive Service System does not find it possible to prescribe any special _ | 
regulations or procedure concerning Mexican registrants. Accord- — 
ingly, the procedure referred to in Local Board Memorandum no. 129 | 
of the Selective Service System will be applicable to Mexican regis- > 
trants in exactly the same manner as to registrants of other 
nationalities, ! 
_.Wasurineton, July 15,1948... Sop Haw a : 

811.3812/431 ee SORES Bate ! 

The Ambassador in Mewico (Messersmith) to the Secretary of State | 

No.11656 ‘Mexico, July 20,1948. 
ST Received July 26.) | 
Sir: Supplementing the Embassy’s despatch No. 9498 of April 20, | 

1943," respecting the possibility of American warships being granted _ { 
the privilege of obtaining ship supplies free of duty from bonded | | 
warehouses in Mexico, I have the honor to transmit herewith a copy | 
and translation of a note dated July 10, 1943+° from the Foreign : 

_ Office, which is self-explanatory. It will be noted that instructions 4 
have been issued to the competent Mexican customs authorities to —Ss_ | 
permit United States war vessels to obtain duty-free supplies and — : 
that such ships may likewise despatch into bonded warehouses all | | 

_ sorts of war supplies for subsequent use without the payment of any 4 

Respectfully yours, = = = ~——- For the Ambassador: 
| | Sipney E.O’Donogpuze 

, “f oa —  .. Second Secretary of Embassy | 

(812.24/31098 | Oo oe | 
«Lhe Memican Embassy to the Department of State | 

| ge - Memoranpum ~ TS 
_As a result of prevailing conditions, as regards transportation | 
facilities between the Peninsula of Lower California, Mexico, and ssf 

_. the rest of the country, for a long time residents of Lower California 
have been dependent upon foodstuffs and other supplies obtained in — 
the United States, particularly in nearby cities of California. — 

-- © Not printed. 7 0 EE | 
| 461-085—64——27 _ | a So :
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To supplement available supplies for 4,000 men stationed in Lower 

California, 1,500 daily rations are required from the United States _ 

| for such members of the Mexican Army in the Second Military Zone. 
‘The matter was taken up by the Mexican Section with the United 

| States Section of the Joint Mexican-United States Defense Commis- 
sion ?* and with Mr. Kempter, of the Office of Lend-Lease Admin- 

istration, both of which express their willingness to extend this — 
cooperation, once the Department of State is approached, as is done 
by means of this memorandum, and advises Major General Guy V. 
Henry, Joint Mexican-United States Defense Commission, and Mr. _ 
Kempter, Office of Lend-Lease Administration, that it has no _ 

objection. | oe | 

| Wasuineron, August 30, 1948. | 

740.0011 European War 1989/31593% | | _ 

| The Ambassador in Mexico (Messersmith) to the Chief of the Division — 
of the American Republics (Bonsal) | 

oo fT | - México, D. F., August 31,1943. | 

Dear Pui: On July 6th, after a long conversation with Dr. 

Padilla, I wrote to Mr. Welles with regard to the possibility of Mexi- 

| can armed forces participating in the actual conflict. I did not hear | 

from Mr. Welles and, as Dr. Padilla made reference to this matter 
again and asked whether I had had a reply to my exploratory letter 

to Mr. Welles, I wrote to Mr. Welles again on August 5“ in which I 

said that Dr. Padilla had raised the question of the possibility of a 
Mexican air squadron, or squadrons, participating on the actual fight- 

| ing fronts with our forces. My letters to Mr. Welles of July 6 and 

August 5 are self-explanatory, and if you have not seen them,I am 

sure you will wish to read them. | | 
I have a confidential letter from Mr. Welles, dated August 14,“ 

| stating that the question raised in my letters of August 5 and July 6 ~ 

has been taken up with our military people at home and that he has 
been informed that upon the receipt of a formal proposal from the 

Mexican Government attentive consideration will be given to the 
military and strategic factors involved in such participation. | 

I took opportunity yesterday during a conversation with Dr. 
Padilla to go into this matter with him, and I told him that if the _ 

- Mexican Government would make some formal proposal it would be 
possible for our military and naval authorities to consider it. Isaid — 

3 Creation of the Commission was announced on January 12, 1942, for the 
purpose of studying common problems of defense and of recommending coop- 

. erative measures to care for these problems. | 

| “Not printed. | a | :
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that he would appreciate that our people would need something rather | 
concrete to consider before they would be able to really give an answer. 
The Minister said that he would discuss this matter with the President | 

and let me know the result of the conversation. Oo 7 
This letter is merely to keep you informed of the status of this 

_ With all good wishes [ete.] G. S. MussersMITH 

812.24/31993 oe a ! 

Memorandum of Conversation, by the Liaison Officer With the War | 
| antl Navy Departments (Wilson) Oo | 

| —- - T Wasutneton,] September 3, 1943. 

_ Major Hickman called this morning at my request. I invited 
his attention to the request from the Mexican Embassy to this Gov- 
ernment to furnish food rations for Mexican troops stationed in Lower ! 
California and charge the expense to Mexico’s credit under the Lend-. | 
Lease agreement.?* I stated that in the opinion of the Department it | 
would not be advisable to do so as food cannot be properly classified 
as “armaments and munitions of war.” The Department therefore 
desired to inquire whether it might not be possible to assist the Mexi- _ 
can Government by selling to it for cash the necessary rations from 
stocks of the United States Army at fair and reasonable prices. _ 
Major Hickman replied that the War Department had been apprised __ 

of this matter about two months ago by General Henry ” of the Joint 
_ Mexican-United States Defense Commission. General DeWitt ?® 

was then consulted. He replied that under his present authorization 
for release of material to the Mexican Army, he would be unable to | 
provide the food, and (2) he felt he would incur difficulties with the 

— local ration authorities in California if he should endeavor to buy __ 
these rations in the open market. I gathered that General DeWitt 
feared that owing to the food situation in the southern part of Cali- a 
fornia, he would incur criticism from the officials of the Price Ad- 
ministration and the public should it become known that the provisions | 

_ were destined for Mexico. On receipt of General DeWitt’s answer 
General Henry was duly informed and a suggestion was made to him | 
that he might approach the officials of the Lend-Lease Administration — | 
for their views and possible decision. In this connection Major Hick- 
man informed me that no suggestions were made by the War Depart- — 

“ete ulti George E. Hickman, Operations Division, War Department General 

| 16 Signed at Washington March 27, 1942, Foreign Relations, 1942, vol. VI, D. 485, 
 . 7 Gen.Guy V. Henry... — a 

_ “Lt. Gen. J. L. DeWitt, Office of the Commanding General, Western Defense 
Command. EB es - a
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ment to General Henry that the provisions might be purchased by , 

Mexico under the Lend-Lease agreement. — Be 7 

_ Major Hickman told me that he would consult Colonel Hertford ® 
| and other officers in an endeavor to ascertain whether an appropriate 

method could be found to assist the Mexicans. I expressed the hope 
that this could be done as the Department did not desire to modify the | 
strict construction of the Lend-Lease agreement. 

| ‘740.0011 Buropean War 1989/815933 ER 

The Chief of the Division of the American Republics (Bonsal) to the 
— Ambassador in Mexico (Messersmith) ~~ 

SO ~ Wasutneron, September 6, 19438, 

Dear Mr. Ampassapor: Your letter of August 31 was most helpful. 
} As you know, the Mexican-United States Defense Commission is — 

having a meeting in Mexico City in the very near future. Shortly | 
| following the receipt of your letter Larry ® and I ascertained that 
) the United States section of that Commission was completely ignorant 
| _ of any of the recent developments regarding the possibility of — 

Mexican armed forces participating in combat duty. Your letter 
drew our attention to this lack of liaison and it has now been remedied. _ 

I have furthermore taken the position that it would be most 
dangerous for the Mexicans to prepare a “formal proposal” without 
some guidance from us. It seems to me that we might have some kind __ 
of informal expression as to the specific ideas which the Mexicans are 

7 entertaining regarding such a proposal before we allow the matter 
to get into the formal stage. I understand, of course, that nothing , 

| will happen until the President of Mexico gives his consent in prin- 
| ciple to the formulation of a proposal = a | 

With warm regards, a ee OO 
| ‘Sincerely yours, - ‘P[pre] W. Blonsar] 

g12244/1 ae Be | 

7 The Department of State to the Mexican Embassy 

| | —  MemoranpumM OO 

_ The Department of State has to refer to a memorandum dated —_— 
August 30, 1943, from the Embassy of Mexico regarding the matter 
of obtaining fifteen hundred daily rations from the United States for 

_ “Col. K. F. Hertford, Latin American Section, Operations Division, War 
Department. | ee pe 

a “Laurence Duggan, Adviser on Political Relations. — |



members of the Mexican Army stationed in the Second Mexican _ | 

_ Military Zone in Lower California. — I | 
- The Department of State is advised that the military authorities | 
of the Government of the United States in California will be glad | 
to lend their good offices in the matter of facilitating the purchase by | 

- the military authorities of the Government of Mexico of the supplies 3 
in question, and would be glad to learn whom the military authorities _ | 
of Mexico might desire to designate to discuss this matter. : | 

Wasuineton, September 11, 1948. _ | a a | 

811.2222 (1940) /5078 a SC Pa 

The Secretary of State to the Mexican Ambassador (Castillo Najera) | 

_ The Secretary of: State presents his compliments to His Excellency ! 
the Ambassador of. Mexico and has the honor to refer further to the | , 
Ambassador’s note no. 4195 of July 20, 1943 concerning the selective 7 
service status of Mexican nationals who departed from the United = = —s | 
States prior to May 16,1942" — ‘Jigar Be optrar ee | 
This matter was referred to the Director of Selective Service, who , 

has now informed the Department as follows: = «= ©. | 

“We enclose a copy of Local Board Memorandum No. 112 issued by | 
this. Headquarters and invite attention to paragraph 1 of Part. V oS | 
which provides that local boards.are instructed to cancel the registra-_ | 
tion of nondeclarant alien registrants who left the United States prior | 
to May 16, 1942, and have not returned. The memorandum attached | 
is the only instruction which has been issued to local boards on the | 

— subject generally.” a WRT EEE ey | | 

The Director of Selective Service adds that he does not believe that | 
the. provision mentioned will entitle a Mexican national who lived in | 
the United States after October 16, 1940, and who left this country | 
prior to May 16, 1942, to have his registration canceled and be issued : 

an Alien’s Certificate of Nonresidence (Form 303), if he retained | 

property in this country or regularly crossed the border after leaving. _ : 
Persons in this status did not. leave the United States permanently | 
and do not come within the provisions of paragraph 1 of Part V of | 
Local Board Memorandum No. 112. wp RE Ge | 

| The Director of Selective Service further states that information _ | 

_ has been received from State Directors in certain States in the South- | ! 

_ west area of this country advising that. various registrants, who are _ | 

Mexican. citizens, have established a residence across the border in | 
Mexico but continue to attend to their businesses in the United States. > 

Not printed; in it the Mexican Ambassador contended that Mexicans who ~ 
presented evidence of residence in Mexico prior to May 16, 1942, were exempt | : 
from the United States draft. rs | , |



412 FOREIGN RELATIONS, 1943, VOLUME VI ; | 

A. person in this situation, he states, cannot be considered as a non- 
| resident of the United States for the purposes of Selective Service 

and must comply with all laws, regulations and orders of the Selective 

Service System. ss” 7 Rm | 
A copy of local Board Memorandum No. 112, to which the Director 

of Selective Service referred, is enclosed.= = = © mo 

_- Wasurneton, September 20,1948. = - 

| 811.2226/429 | | - 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

No.13101) _ México, D. F., September 20, 1943. 
- | [Received September 29.] 

Sir: I have the honor to inform the Department that the Mexican 
Foreign Office recently handed me an informal draft of an exchange | 
of notes providing for the reciprocal exchange of military deserters. 

_ There is enclosed a copy of the suggested draft along with the trans- 
lation thereof.2. - ee 

- The military and Naval attachés and the Chancery of this Embassy 
are in agreement as to the desirability of such an arrangement. At 
present it is possible but difficult to obtain the return.to the United 
States of military deserters through the operations of the Mexican 

- Immigration and other laws. So far there have been only a limited | 
: number of cases of American deserters in Mexico but the individuals 

involved have been of particularly undesirable types and have caused 
loss of prestige to the United States during the period of time neces- 
sary to effect repatriation. It is to be assumed that as time goes on 

- there might be a substantial increase in the number of deserters coming 
| here. These deserters are apt to be criminals or otherwise of such 

character as to cast discredit upon our country. From our point of 
oo view it would, therefore, seem to be wise to anticipate the possible in- 

_ crease in desertions and to have established the machinery for the re- 
turn of the deserters to the United States. From the Mexican point 
of view, some such procedure also seems to be desirable. The Mexican 
military authorities inform us that because of high wages now prevail- _ 
ing in the United States, they anticipate an increase in the number — 
of deserters from the Mexican armed forces. They are anxious to 
prevent these desertions from their forces into our country. It is 

| quite possible that the existence of such ‘an arrangement would tend 
to discourage the desertion of Mexicans and this, in an indirect sense, 

should also be helpful to our Immigration authorities. 

| ** Not reprinted. a ETE ge | | 
- Not printed. , oe | we |
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The Department is requested to inform this Embassy whether the | 

attached draft would be acceptable to our Government. Ifthe draft _ | 

is not acceptable, it would be helpful to the Embassy to have a coun- | | 

ter-draft for informal presentation to the Mexican authorities. | | 

Respectfully yours, G. S..Mussrrsmira | 

740.0011 European War 1989/32580, ee | 

The Ambassador in Memico (Messersmith) to the Chief of the | 

| Division of the American Republics (Bonsal) | 

a | [Extracts] | | se | | 

Be pe PEL | Mexico, D. F., November 9, 1943. | 

Dear Pure: You will recall the secret correspondence which IT 

had with former Under Secretary Welles** covering my conversa- | 

tions with the President and with the Foreign Minister, Dr. Padilla, 
on Mexican participation through its armed forces at the combat — 

fronts. You will recall the more recent correspondence which covered | 

the developments during the stay of General Marshall in Mexico 2 | 

City and the stay of Admiral Johnson * and General Henry. You | 

will recall that the matter was left that if the Mexican Government __ | 

had any concrete proposal to make in this direction, our military | 

authorities and our Government would be prepared to consider it. | 

You will recall that in my letters I said that I thought the Mexican | 

Government would prefer for the present to maintain its contact on 

this matter through the President and the Foreign Minister and this 

_ Embassy and that I thought it desirable that the matter be kept out | 

of the Joint Mexican-United States Defense Commission until the 

matter had become somewhat clarified as to the real Mexican intent. 

Since the departure of General Marshall and of Admiral Johnson 7 
and General Henry I have not discussed this matter with the President | 

of Mexico. I have discussed it in a very informal way on several 

occasions with Dr. Padilla and have left it clear that the initiative 

was now up to the Mexican Government to make some concrete pro- | 

posal. On this point there is no misunderstanding and I think it is | 
definitely our desire that the approach should come from them, if 
any is made, and that we should not push them towards any action. | 

| I know that the President and the Foreign Minister have been | 
thinking in terms of one or more squadrons of air men who might | 

*The resignation of Sumner Welles was announced on September 25, 1948. | 
See Department of State Bulletin, September 25, 1948, p. 208. | | | 

* Gen. George C. Marshall, Chief of Staff, United States Army. — | 
| * Vice Adm. Alfred W. Johnson, Chairman, United States Section, . Joint | 

Mexican-United States Defense Commission. oa | | |
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after due training participate at some of the combat fronts. This to 
my mind is the only feasible form of Mexican participation to begin 
with. It is to my mind the only feasible form from the political 
point of view as well as from the practical point of view. Although 
Mexican public opinion is better prepared for such participation, there 
is a good section of the public opinion which is not yet prepared for it. 
I think, therefore, that it is unlikely that the Mexican.Government 
will make any proposal for sending land troops. I know that the 
President and the Foreign Minister will think in terms of air _ 
squadrons because they are realistic. | , 

With all good wishes [ete.] _ G.S. Massersurre 27 

740.0011 European War 1989/32580 . —_ | ae - ce - 

Memorandum by the Chief of the Division of the American Republics 

oe ae oe (Bonsal)?® ay X an Be 

re [Wasuineron,] November 18, 1943. 
I wonder whether President Avila Camacho’s remarks as heard over 

the radio yesterday morning do not tend to solve our problem of Mexi- 
can participation in actual combat.?? The impression which I gather 
is that there is no great. enthusiasm in the President’s mind for any 
large-scale Mexican participation and I should also judge that the 
President does not plan to take any initiative. - : | - 

_ Heretofore our attitude has been one of receptiveness toward any 
Mexican initiative. It now appears to me that we should probably 

; get together with the War Department and work out some proposal 
_ to be submitted informally through Ambassador Messersmith to 

| President Avila Camacho. This proposal would be based upon the 
fact that we have at present in training. sufficient ground troops for 
the military operations contemplated but that we would welcome 
Mexican assistance in the air. I think the War Department could 
prepare something rather specific for Ambassador Messersmith. If 

you think well of this idea, might it not be desirable for us to have a 
meeting with Colonel Hertford in order to agree upon methods of __ 

| procedure.®*° eS. | Ena | | 

| cee. | | _. Pui W. Bonsau 

| *Initialed by Herbert 8. Bursley, Counselor of Embassy, with notation: 
7 ‘Dictated by the Ambassador but not read.” cee o : 

| * Addressed to the Adviser.on Political, Relations (Duggan) and to the 
Liaison Officer (Wilson). | ROS oo 

” The President indicated that under certain circumstances Mexican soldiers 
would take part in the war within Mexico or outside of the country. | 
“The following comment by Mr. Duggan appears on this memorandum: 

7 “T favor checking with Amb. M. before we discuss with War Dept.”. Mr. Wilson 
added this notation: “I concur with Mr. Duggan. In checking with the Am-



812.001 Camacho, Manuel/250: Airgram — a | | ! 

The Ambassador in Mexico (Messersmith) to the Secretary of State — | 

_  Mrxtco Crry, December 3, 1943—11 a. m. | | 
a cere [Received December 6—3 p. m.] | 

| A-2770. With reference to the Embassy’s confidential despatch 
No. 14262 of November 17, 19438,%! regarding President Avila Cama- | | 
cho’s speech of November 16, 1943, in regard to Mexico’s armed forces | 
and possible participationin the war: 

_ Questioned by reporters while visiting a dam under construction at. — 
Riego, State of Puebla, yesterday, the President is reported widely | 
in today’s newspapers as having stated: “Up to the present time our 
Allies have not requested Mexican contingents to fight at the fronts | 

_ of the present world conflict. But we face this eventuality. I have | 
_ tried to foresee everything because we must be prepared for any con- | 
tingency. If what I said in my speech is studied, pertinent deduc- : 
tions can be made therefrom.” While the President is quoted in —— : 
slightly different terms by the various newspapers, the above, trans- | 
lated from EH? Universal, is the generally reported sense of his | 
statement. LOPE ae Ee ay eee | oe FEE ge co 7 

on ‘3 ee 7 ae . MEssSERSMITH | ! 

811.2226/488 Gage gu tragra) Se "yx | 

 -* The Secretary of State to the Chargé in Mewico (Bursley) | 

— No.5185 0 _ Wasutneron, January 18, 1944. : 

_  Srr: The Department refers to the Embassy’s despatch no. 18101 | 
of September 20, 1943, transmitting an informal draft of an exchange . ! 
of notes: providing for the reciprocal exchange of military deserters. | 
The Ambassador. states that the draft was handed to him by the © 
‘Mexican Foreign Office. SSE ete tas | 
The draft was submitted to the War and Navy Departments for ; 

their comments. The War Department stated in its reply that the © 
laws of military service of Mexico and the Selective Service laws of the - ) 
United States are radically different and added that, in its opinion, it | 
would be inadvisable to enter into an agreement with Mexico based — | 
upon a similarity of the operation of those laws. The War Depart- 
ment pointed out,.for instance, that the proposed agreement goes far — : 
beyond the return of deserters from the armed forces of Mexico and | 

_ would oblige the United States to return not only deserters from the : 
active forces but also those classified as deserters from the reserves _ 

bassador we should make it clear that, owing to the War Dept’s views, he 
| howd not discuss the matter now, even informally, with the Mexican officials. 

Not printed. — | a SO | aon - |
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and those who have been recruited or registered for military service. 
As the Military Service:laws of Mexico are understood. to require the 

. registration for military service of all male Mexicans when becoming 
eighteen years of age and to render such persons liable for military 
service—active or reserve—until they are forty-five years of age, the | 
proposal of the Mexican Government would oblige the United States 

| to return to Mexico upon demand any such person whom the Mexican 
‘Government desired to classify asa deserter. Upon further inquiry 

| the War Department advised the Department that it does not 
consider that. any agreement on the subject with the Mexican 

a Government is necessary; 8 ts Oo 
The Navy Department has stated that it is agreeable to the terms — 

of the agreement submitted by the Mexican Government but suggests 
that in addition to any arrangement which the Department of State 
may consider ‘proper and valid consideration be given to utilizing 
the immigration and deportation laws of the United States. = | 
The Department agrees with the War Department that the proposal 

| of the Mexican Government is unacceptable. In its present form it 
| would oblige this Government to return to Mexico persons who might 

be liable for military service under the Selective Training and Service 
Act of 1940, or who might be in the armed forces of the United States. 

| As any arrangement based on an exchange of notes would not have the 
effect of changing existing laws or of enabling this Government. to 

. | return to Mexico persons who cannot now be returned, no purpose is 
seen in entering into such an arrangement. The number of deserters 
from the United States forces who are in Mexico seems to be small 
and it seems probable that a like condition exists as to deserters from 
the active forces of Mexico who are in the United States. Noreasonis _ 

| seen why, with good will on both sides, such deserters cannot be 
returned without an agreement of the kind proposed. It may be 
added that some months ago the Department had under considera- _ 
tion with the Canadian Government the question of an agreement 
concerning the return of deserters from the military forces of both 

_ governments and it was concluded that such an agreement was not 
| necessary. a SE | 

Very truly yours, | For the Secretary of State: 
| - ns Epwarp R. Srerrrmtus, Jr. 

AGREEMENT BETWEEN THE UNITED STATES AND MEXICO DEFINING | 

_THE MILITARY SERVICE DUE BY NATIONALS OF EACH COUNTRY 
RESIDING IN THE OTHER, SIGNED JANUARY 22, 1943 | 

_ [For text of the Agreement, signed at Washington, see Department 
of State Executive Agreement Series No. 323, or 57 Stat. (pt. 2) 973.] |
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‘THE ESTABLISHMENT OF THE MEXICAN-AMERICAN COMMISSION FOR | 
: ~ ECONOMIC COOPERATION | a ! 

_ Press Release I ssued by the Department of State, April29,1943 , 

a As a result of the welcome opportunity afforded by the reciprocal | | , 
visits made by President Roosevelt and President Avila Camacho,” | 
respectively, in Mexican and United States territory, the two | 
Presidents reached the following agreement: = = = | 

1, It is considered desirable that. expert economists undertake the _ | 
study of disturbances in the balance of international payments and the. | 

_ related economic situation of the Republic of Mexico resulting from | 
the peculiar circumstances of war economy in order to recommend | 
appropriate measures of regulation andadjustment. | 
9, Such measures would have as their objective the handling of _ | 

- economic relationships. between the two countries in such a way that. | 
| the production of strategic materials by Mexico should not be preju- | | 

diced and that their quantity should not be lessened and in order to | 
ensure the stability of such production and its possible development, _ | 
it is recognized that the cooperation of the United States will be 
indispensable. eect | 
_8. To this end and in order to assure that the economic relations | | 

between the two ‘countries be continued on the most equitable basis, it | 
has been decided: — | | | 

I. To create an economic committee made up of two representa- | 
| tives from each country which will study the balance of interna- | : 

tional payments and the resulting economic situation of the | 
Republic of Mexico and formulate as the result of such study a | 

<< program for economic cooperation. re OY 
«TI, This: committee will fix as its place of meeting either Mexico | 

-.. City or Washington and in the course of its studies the committee. | 
_. will be afforded by both governments all necessary information. | 

«JIT. This committee will commence its studies May 15 and will | 
conclude its deliberations not later than June 15 of the present | 

812.50/333 BEER GB des - SLPS Se a | 

| 7 Press Release I ssued by the Department of State, May 26, 1943 i: a | 

- The inaugural session of the Mexican-United States commission of | 
experts to formulate a program for economic cooperation between the = 
two Governments, took place this afternoon in the office of the Under. | 
Secretary of Commerce, the Honorable Wayne C. Taylor. The Mexi-. 

_ can Ambassador, His Excellency Francisco Castillo Najera, attended _ | 

and opened the inaugural session. i aa 

= For ‘President Roosevelt’s address at Monterrey, see Department of State | 
Bulletin, April 24,1948, p. 348.' A. Spanish version of his speech and that of 
President Camacho appear in the Memoria de la Secretaria de Relaciones Exter- 
iores, 1942-19438, pp. 405-410. | | |
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The Mexican delegates are Mr. Evaristo Araiza, General Manager 
of the Monterrey Steel Works, Monterrey, Mexico, and Mr. Valentin _ 
RB. Garfias, a well-known mining engineer. Representing the United —__ 
States are the Honorable Wayne C. Taylor, Under Secretary of Com- 

- merce, and Dr. Harry. White, Assistant to the Secretary of the 
Treasury. The secretaries to the respective delegations are Dr. Jesus 
Silva Herzog of the Mexican Ministry of Finance, and Dr. Augustus 
Maffry of the United States Department of Commerce. - 

, The joint commission, assisted by the technical advisers from the 
| interested agencies of their respective Governments, will meet from 

time to time from this date on. It is contemplated that after a number 
of sessions here in Washington the experts and their advisers will 
proceed to Mexico for a period of time, returning to Washington to _ 

_ terminate their work. The thirty-day period in which the experts are 
| to complete their work will begin from the inaugural session today. — 

812.50/347 Sn eee a 

The Ambassador in Mexico (Messersmith) to the Secretary of State — 

No. 11,085 - "Mzxico, June 29, 1948. 
OS | a [Received July 2.] 

Just before leaving for Washington on Saturday, June 26, Mr. Val- 

entin Garffas, a member of the Mexican Commission, summed up his 
idea of the accomplishments of the joint Commission as follows. He 

| said that in reality. the Mexicans viewed the short-term accomplish- 

ments as satisfactory, but that too much stress and space had been | 

placed on long-term projects. He said the Mexican people were 
| expecting immediate results and that, if in the announcements and 

final documents to be signed, the short-term benefits were not stressed, 

the Mexican people would gain the impression that another com- 
mission had ended its labors without giving immediate relief from 
a bad economic situation. Mr. Garfias emphasized that immediate 
benefits so far agreed to were satisfactory and that they should by 
all means be stressed. He added that the projects for the future were | 

| also praiseworthy, but that they should occupy less space and promi- 
nence than those agreements designed to give immediate relief. Mr. 
Garfias made one further observation. He said that the Mexicans 
realized that there were many Departments and Agencies of Gov- | 
ernment in Washington which must give their consent before many 
of the important agreements reached by the Mexican-American Com-



os (a) MEXICO | ATO | 

- mission for Economic Cooperation could become effective. He said | 
that he and a number of the higher officials of the Mexican Govern- — | 

-. ment were quite confident that a satisfactory agreement would be | 
reached by the Commission, but they carried in the back of their : 
minds the apprehension that when there are too many fingers in the : 

pie it is apt to be spoiled. Actually what he meant does not need — a 
any explanation, as “too many fingers in the pie” refers to our many | 
Agencies of Government upon which the fulfillment of the Agreements | 
depends. So RSE oe | 

| Respectfully yours, Pega e ee For the Ambassador: | 
3 ee ee ce ee Tuomas H. Locxerr. | 

CD efoto Tens ES Counselor of Embassy | : 

| For Economic Affairs 

812.50/347a: Telegram a Be | 

The Secretary of State to the Ambassador in Mexico (Messersmith) | 

| ee Wassineton, July 5,1943—noon. © | 

1087. Report of Mexican-American Commission with only minor : 
- changes has been initialed by delegates of both countries. Portion. | 

of report to be. published is to be presented to President Roosevelt , 
by Secretary Hull today or tomorrow.®.. Araiza is to present an | | 

| identical copy to President Avila Camacho today. Annexes ** to | 
report which are not to be published have not as yet been completed _ | 

| and will be presented to President Roosevelt later this week. = - 
_ It is understood that upon the agreement of President Avila |] 
Camacho the portion of the report to be published will be released —s_—si| 
jointly in Mexico City and Washington. The Department has no , 

objection to the joint release with the exception of one sentence on | 
page 2 which reads as follows: “The specific recommendations of the | 
Commission appear in an annex to the general report which follows.” _ | 
The Department feels that either no reference should be made to the | 
annexes which are not to be published or it should be specifically  __ : 
stated that the annex or annexes cannot be revealed for the duration _ | 

_ of the war for security reasons. — ee | 
The Department will await word from you regarding the time of __ | 

the joint release of the general section of the report. A copy of the | 
_ general section of the report is being airmailed to you. : oe, , 

ee we begs Hoi : 

/ __* For texts of the report here referred to and of the letters exchanged between | 
the two Presidents, sée Department of State Bulletin, July 17, 1943, pp. 38-46. : 

a ** Not printed; the annexes consisted of detailed reports on various proposed 

(oinbo/aee aoe power production projects, financial and monetary plans, ete. a
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812.50/400 0 ea oo 

- . The Secretary of State to the Chargé in Mexico (Bursley) | 

No. 4187 -. Wasurneron, September 9, 1943. 
-‘ The Secretary of State informs the Embassy that during the past _ 
few weeks there.has been:considerable discussion of the Report of the | 
Mexican-American Commission for Economic Coordination within 

the Department and in Interdepartmental Committees with particular 
- reference in each instance to the possibilities for its prompt imple- © 

‘mentation. . While the information given in the reports of the various 

‘committees is reasonably complete, nevertheless, in certain cases 
| ‘further investigation apparently is needed before active support 

should be givento:all recommended projects by the Department. In — 

two types of projects particularly there-appears to be insufficient infor- | 
mation as a basis for decisions on the granting of export. licenses and 
priority assistance, i.e., the Department is in doubt as to whether 
support should be given to all of the cement and irrigation projects 
which were recommended. Each class of project will be considered 

Irrigation Projectse 
| In the Sub-Committee’s report on agriculture, various irrigation 

projects are strongly recommended, in addition to El Palmito. The 
Sub-Committee states that “emphasis must be laid on the completion — 
of projects that are furthest advanced and which will make the __ 
greatest contribution to the war effort of the United Nations and to 
the essential economy of Mexico.” The Report thus indicates that 
the present state of completion should be depended upon to determine 

| priority. However, of the projects listed in Appendix G to the Sub- 
. ‘Committee’s Report, nine are shown to be less than twenty percent 

completed and four of these less than ten percent completed. In view 
. -of this fact, state of completion is of little significance in determining 

‘priority. Surely other factors are likewise of significance in establish- 
| ‘ing priority; for instance the amount of equipment needed for com- 

‘pletion, the acreage which will be released for cultivation, the location 
-of that acreage in relation to the location of consuming markets, and 

| ‘the type of crop for which the acreage is adapted. __ 
| It is considered that the determination of priority is highly essen- 

‘tial. The completion of all of the nineteen projects recommended | 
«would require a substantial amount of equipment in short supply, 
-such as trucks, trailers, plows, excavators and pumps. In view of this 
fact, it does not appear at all likely that sufficient equipment can be 
‘made available, either second-hand or new to complete all projects. 
Licenses covering small amounts of equipment are currently being
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approved but in order to guide the various interested agencies, it | 
_ appears to the Department that priority should be established through | 

additional study by the Embassy in cooperation with the appropriate  _— : 
_ Mexican authorities. oes a 

Cements CEE se | 

_ In accordance with the Commission’s recommendations, all possible sss 
aid is being given to secure needed materials for Fabrica de Cemento, | | 

_ Estacién Lagunas, Oaxaca; and Cemento de Mixcoac, S. A. Through | : 
the completion of these projects, together with the other five projects | 

| included in the short-range or immediate expansion of the cement _ | 
_ industry, the rated annual production capacity of Mexico will be in- | 

_ creased approximately forty-six percent above the 1942 level (from | 
651,600 to 950,400 tons). If and when the other cement projects 
listed by the Commission are completed, the rated capacity will be | 
increased an additional seventy percent to 1,607,400 tons. Applica- : 
tions for export licenses have been received covering certain of these | 
projects and are now pending before the Office of Economic Warfare | 
or the War Production Board. © ES Be | 

_ It is not probable that the War Production Board will release the 7 
equipment necessary, both new and second-hand, for all of these | 
projects. Therefore, it is necessary to ascertain which of them are | 
the most deserving of support by the Department. There may be | | 

_ some doubt as to whether all are needed in view of the fact that if all | 
were furnished equipment and put into operation, the rated capacity = | 

| for production of cement in Mexico would be approximately three | 
times the capacityin 1942. 

In view of these recommendations, it ‘is requested that the Em- | 
_ bassy further investigate the need for additional cement plants and 

indicate those which the Department should support in the Office of | 

- Economic Warfare and the War Production Board. Although it is | 
_ recognized that this may make necessary a short delay in further ex- , 
pansion, such a delay is not. considered too important inas muchas | . 
the short-range program to meet emergencies in the cement supply : : 
has been largely completed. Pe oes |
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g12.50/006 | we ek. / | 
The Ambassador in Mewico (Messersmith) to the Secretary of State | 

| No. 13,159 ae Mexico, D. F., September 24, 1943. 
| Baa | [Received September 29.] 

- The American Commissioners ® agreed that a coordinated and 
over-all development of the economy of Mexico, centered in a single 
Commission, would bring much more satisfactory results than a 

| number of separate commissions working on specialized subjects 
without coordination. Mr. Taylor pointed out. that the suggestion 
made by the Mexican Commissioners of an over-all economic commis- 
sion was very similar to the way an Embassy coordinates the various 

| activities undertaken by it. For example, an Embassy, headed by an _ 
| Ambassador, is the over-all body which coordinates within itself all 

activities of the American Government in a given country. It has its 
special sections and officers that operate in specialized fields, such as | 
the Military and Naval Attachés, the Agricultural Attaché, the Com- _ 
mercial Attaché, the political officers, the consular officers, etc. Al- 
though these specialized sections and officers operate in their particu- 

| lar fields, they are all coordinated under the supervision and direction 
of the Embassy and the Ambassador. Mr. Taylor pointed out that 

| the Mexican suggestion to convert the present Industrial Commission 
into an over-all economic development commission was nothing other 
than the plan now followed by an Embassy with its various specialized 

| sections and officers. The American Commissioners agreed with the 
- Mexican Commissioners that the two Governments should be very 

urgently requested to consider the present Commission as a continua- __ 
) tion of the former Mexican-American Commission for Economic 

| - Cooperation, with facilities as broad as those of the latter. | | 
- In summary, the points being. placed before the Department for 

| ~ action are, 1) that the present Industrial Commission be considered as | 
a continuation of the Mexican-American Commission for Economic 
Cooperation, with facilities as broad as those of the latter and with a 
field of action as vast as may be necessary for the study of the general 
problems of economic cooperation between the two countries, and 2) 

| _ that the name of the present Commission be changed to Mexican- 
American Commission for Economic Cooperation. 

= Members of the Mexican-American Industrial Commission established pur- 
| suant to the report of the Mexican-American Commission for Economic 

Cooperation. me | | |
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There is one additional important point to which the Department’s | 

attention is respectfully directed. During discussions between the | 
_ American and Mexican Commissioners, there was always an emphasis | | 

on the importance of a rapid clearance of recommendations which | 
would be made by the Commission through the Embassy to the Depart- | 
ment and then to the claimant and licensing Agencies of our Govern- | 
ment. A copy of all recommendations and other documents | 
pertaining to the Commission will be forwarded through the Depart- | 3 

| ment to the Coordinator of Inter-American Affairs. At the same = | 
time, the regular number of copies are being forwarded for the use of | 

the Department. The members of the Commission here in Mexicoand __ ? 
the officers of the Embassy charged with such work will study and ) 
examine each recommendation which is forwarded to Washington. , 
As always, on recommendations of importance the Ambassador will | 
be fully consulted.. Under the circumstances, the Department is re- : 
quested to indicate its action on the recommendations which it receives __ , 
from the Embassy to the American Commissioners in Washington as | 
quickly as possible. Messrs. Rockefeller and Taylor stated that they _ 
would confer with the Department concerning the establishment of _ | 
a liaison between them and the Department with respect to these mat- : 
ters. Also, it was left for decision in Washington as to who, or, which } 
Agencies or Department in Washington would be the claimant before | 
the War Production Board. The Commission feels quite sure that _ : 
it will receive the fullest cooperation of the Department relative to | 
the rapid despatch of recommendations which are forwarded to it by : 
the Commission through the Embassy. soe! PS AY | 

The Embassy is quite confident that the Mexican-American In- | 
dustrial Commission has gotten off to a rapid and successful start. 

The splendid cooperation and aid of Ambassador Messersmith and 
| high officials of the Mexican Government give further assurance that. 

the results desired by the two Presidents will be largely realized. _ | 
~ Respectfully yours, | For the Ambassador: 

oe ee - - ‘Tsomas H. Locxetrr 
| ee Counselor of Embassy oe 

ORE a Be for Economie Affairs 

812.50/407a oes eo | OE ee oe 

oe The Secretary of State to the Chargé in Mewico (Bursley) 

No. 4344 _.- Wasutneton, September 28, 1943. 
The Secretary of State encloses with this communication a copy of a 

memorandum on the present status of projects recommended by the 
Mexican-American Commission for Economic Cooperation dated
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September 20, 1943.%° This is a slightly revised memorandum based 
| on one dated September 10, 1943 which was transmitted to the Embassy 

; some daysago by third personand without comment. = | 
This memorandum, it will be observed, consists of two sections one 

of which indicates the present status of the recommended. projects 
while the other attempts to classify these projects on the basis of status. 
In the second section of the memorandum there are sixteen projects _ 

listed for which applications have not as yet been submitted to the 
Office of Economic Warfare.. Although, quite obviously, the recom- 
mendations of-the Commission: on specific projects cannot be imple- 
mented until applications are submitted to the Office of Economic 

_. ‘Warfare, nevertheless, it is suggested that no particular effort be made 
by the Embassy to stimulate the immediate submittal of applications 
on these projects. It is considered more advisable to let the projects 

mature in a normal manner rather than to urge immediate. action at | 
this time unless instructions to do so on specific projects are received | 

| from the Department. Otherwise the presumption might be estab- 
lished in the minds of interested parties that approval of applications | 
when submitted on recommended projects would be ‘extremely likely — 
if not certain. In reality the fact of recommendation by the Commis- 
sion is simply additional evidence that a project has unusual merit | 
and should be accorded all possible consideration by the various Gov- 
ernment agencies entrusted with the power of decision on such matters. 

_ The Embassy is requested to go over this memorandum carefully in 
an attempt to determine whether there are either errors of fact. or 

, statements of opinion which are not in conformance with the con- | 
_ sidered judgment of responsible officers in the Embassy... The De- 

partment requests any additional information on the recommended — 
projects which may be available in Mexico and which, it 1s considered, 
is of sufficient importance for transmittal. It is anticipated that fur- 

| ther statements in regard to. the status of projects will be prepared 
at periodic intervals. _ oe ee | 

8 12,24/3369: Airgram | 

- The Acting Secretary of State to the Ambassador in Mexico 
—  * (Messersmith) | a | 

| | _... Wasxtneron, October 25, 19483—5:30 p.m. 

| A-2756. Embassy’s airgram A-2307 of October 8, 1948, and airgram 
A-2324 of October 11, 1948,?7 concerning the project application of 7 

-—s- ** Not printed ; it recommended two agricultural projects . (El Palmito Dam and | 
' miscellaneous irrigation plans) ; eight hydroelectric and diesel plants; the com- 

pletion or equipping of eight steel mills; the equipping of eight cement plants; 
one project each for rubber and sugar industries; the equipping of six pulp and 
paper factories; two chemical projects; three textiles projects; and the equip- 
ping of two miscellaneous factories. — 

| * Neither printed. | |



(Cia. Fundidora de Fierro y Acero de Monterrey for $325,000 of | , 

materials and equipment; also Embassy’s despatch no. 12906 of Sep- | 

tember 11,°8 concerning the project application of Cia. de las Fabricas | 

| de Papel de San Rafael y Anexas, S.A., for completion of a Kraft | 

Pulp Plant. It is noted that in both the airgram and despatch , 

under reference the Embassy indicates its desire that the necessary ) 

- machinery and equipment be supplied outside of Mexico’s.estimate of | 

‘supply for general requirements and the existing. estimate of supply = | 

for projects. It is noted that for this reason the Mexican Imports _ | 

Coordination Committee has not issued an Export Recommendation _ | 

ineither case. —s._ Jad pe Seapets en Py ik a uy he 3 

As the Embassy is no doubt aware, the estimate of supply set aside : 

for general requirements and. for country projects represents the total : 

‘amount of materials (including B products) which the War Produc- | 

tion Board has indicated can be made available out of total production, | 

| after taking into account the requirements of the armed. forces, the | 

civilian requirements of the United States, the requirements of our — 

fighting“ Allies, and the requirements of the Latin American republics | 

other than Mexico. Therefore, it is impossible to supply critical | 

7 materials and equipment to Mexico outside of its allocation, without _ ) 

a corresponding reduction in the amount of materials supplied to | 

meet other requirements. It is, of course, possible to accommodate ) 

small requests outside of allocation, by charging these to the con- : 
tingency reserve which is maintained for that purpose. However, _ 

_ when the materials are substantial in amount, the Office of Economic — : 

Warfare can only accommodate the request by securing an additional 

allocation or by increasing its overall request to the War Production — | 

Board in subsequent quarters. 

It is noted that the above two projects are not the only projects 

which thé Embassy or the Industrial Commission have recommended | 
| for licensing outside of allocation. If these projects are approved and 

materials provided by increasing the requests presented to the War 
- Production Board, it is inevitable that the requirements for Mexico | 
must ‘be supplied at the expense of the requirements of our armed — 
forces, our own civilian requirements or other export requirements. 

Production of materials is not yet. sufficient to meet all necessary re- 
: quirements of the war effort. Even more critical is the production ' 

of machinery and equipment, because of the shortage of skilled labor | 
= in the United States. The Embassy is, therefore, again cautioned to | 

approve only essential projects. Such projects should be covered by — 
| Export Recommendations in all cases. Wherever there is an existing — 

‘estimate of supply, a charge should be made thereto. If this is im- 
possible because of the relatively small estimate of supply, the Em- | 

* Not printed. CS re
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bassy should recommend. an increase in subsequent estimates of | 
supply. It should be realized that such large projects cannot be 
passed without some sacrifice on the part of the Mexican general 
requirements. How great this sacrifice will be must be decidéd in 
Washington in the light of other demands upon supply. - 

The Embassy is therefore informed that under present procedures 
of the Office of Economic Warfare, an Export Recommendation will 
be required for the expansion of the facilities of Cia. Fundidora, as 
well as for the Kraft Pulp Plant of Cia. de las Fabricas de Papel de 
San Rafael y Anexas, S. A. It is further suggested that, if the 

| Mexican Estimates of Supply are insufficient to provide the materials 
required by these Projects, the Embassy indicate the maximum 
amounts of materials which may be charged to the regular estimates 
of supply without interfering with the normal minimum requirements _ 
of Mexico’s wartime economy and the extent to which it will be neces- 

_ sary to increase subsequent estimates of supply if these projects are 
authorized. , ee 

_ The War Production Board has indicated informally to the Depart- 
ment that in all probability, it will not approve the San Rafael | 
Project. It must therefore be emphasized that the chances of securing 

, favorable action at the War Production Board in the:-case of both 
Projects will be substantially enhanced if a considerable portion of 
the Project requirements may be met from the regular Mexican 

Estimates of Supply. a es as 

| 812.24/3688 a fee | 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

No.14,309 | México, D. F., November 19, 1943. 
| vais - [Received November 27.] 

Sm: I have the honor to refer to the Department’s airgram No. 
2756 of October 25, 1943 advising the Embassy and the Resident 
‘Member of the Mexican-American Commission *® for Economic — 
Cooperation that all projects recommended by the Embassy or the 
Commission should be accompanied by export recommendations for 
materials and products included in the projects and which are under 
an estimate of supply. The Embassy and the Resident Commissioner — 
are cautioned not to expect. any appreciable increase in estimates of 
supply and, therefore, to approve only those projects of the greatest 

- necessity. The Department in the aforementioned airgram explains 
| that the War Production Board established estimates of supply for 

39 Presumably A. Ww. Patterson, Assistant to the Commissioners and Secretary 
| of the American Section of the Mexican-American Industrial Commission. |
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Mexico after determining the quantity of materials which could be | 
spared from the war effort of the Allied Nations and, consequently, , 

should the estimates of supply for Mexico be substantially increased | 
it would have to be done at the expense of the armed forces, the _ | 
civilian population of the United States or the estimates of supply © | 

| for the other nations. oer : | | 

~The Embassy does not raise any question as to the soundness of — | 
the policy adopted by the Department and the other interested — | 

agencies of the Government. Tt is realized that the armed forces must. | 

come first and that Mexico must be content to share equitably with —_ } 
the civilian population of our country and with the other nations _ | 
allied with us for the war effort. Nevertheless, it 1s very true that — | 

| the conversation between President Camacho and President Roosevelt _ | 
in Monterrey resulted in the formation of the former Mexican-Amer- — : 
ican Commission for Economic Cooperation and, as a result, Mexico | 
received the impression that it was intended that something special | 
would be done to aid it in the development of its industrial, agricul. 
tural and other types of economic development. At the recommenda- | 

_ tion of the former Mexican-American Commission for Economic — | 
_ Cooperation the present Commission of the same name was created | 
-. and is now functioning. During the first two meetings of the present _ , 

: Commission further encouragement was given to the Mexicans that: | 
they would receive special consideration in reference to materials and — | 
equipment for the construction of urgent and essential industries. The : 
foregoing has been related so' that the Department and the interested | 
agencies of our Government will see that the Mexicans have been __ | 
encouraged to have false hopes. If the policy to be followed by the 

- Commission is that of recommending only those projects containing | 
- materials under estimate of supply which can be spared from the _ | 
general requirements, then, the usefulness of the Commission in aid- _ | 
ing economic development through the establishment of essential in- , 

- dustries during the war emergency would be negligible. Under such _ 
circumstances the Commission would be principally confined to study- 
ing and recommending industries for construction and development | 
after the emergency period. The Mexicans are principally interested — 
in the assistance that they can secure now or during the period of 
emergency and they believe the Commission was established in a large 
measure for that purpose. They realize that long-term planning is 
a very advantageous thing but they feel that after the war equipment 

_ will be in much freer supply and Mexico will be able to purchase 
materials and develop industrially with little interference. Whether oe 
their viewpoint will prove to be right or wrong, that is the way they 
feel. They wish to receive all assistance for long-time industrial | 
development which the Commission can render, but, their principal .
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| and vital interest is in what the Commission can do for them during 

the emergency. vg Be 7 | Be 
- When the Mexicans are advised that export recommendations for 

materials under estimate of supply must accompany projects. recom- 

| mended by the Commission, it will be a great disappointment to them. 

It is unfortunate that in the beginning they obtained the impression 

| that they would receive some special consideration and assistance for 

industrial development during the emergency period. Two members 

| of the Mexican section of the Mexican-American Commission for 

| Economic Cooperation received word indirectly from Washington — 

that materials and equipment under estimate of supply which form 

a part of a project recommended by the Commission would have to 

be in part or in whole deducted from Mexico’s general requirements. 

The statement of these two Mexican Commissioners to the American 
Resident Commissioner. was to the effect that if this proved to be © 

| true it would be a great disappointment to the Mexican Government 
and to the Mexican people because the effectiveness of the Commission 

would be seriously reduced. _ Se 

| - According to the Department’s instruction No. 4768 of November | 

15, 1948 * and discussions already held with officials of the Mexican 
Government in relation to a “roll-back” of the decentralization plan,* 

it is very probable that many types of machinery, including industrial 
machinery, will be removed from decentralization and the requirement | 
of export’ recommendation on January 1, 1944. If this takes place, 

then Mexico will not be issuing export recommendations for industrial 
machinery and, therefore, there will not exist any means of complying 

with the instruction contained in airgram 2756 of October 25,1943. 
The Foreign Economic Administration will be issuing licenses without | 

| a reference to the Mexican Government and the latter will not be 
in a position to say whether or not its general requirements will stand 
a deduction for an industrial project because it will have no know]l- 
edge of what has or what has not been licensed in Washington. © 

I am sure that the Department will readily understand that the 
| Mexican-American Commission for Economic Cooperation is in quite | 

a quandary at the present time:as to just what procedure it should 

follow in recommending industrial projects. During this period of | 

uncertainty I have recommended to the Resident American Commis- 

sioner that the American section of the Commission proceed with its 

detailed study of all projects presented to it by the Mexican section. 

I have requested:that the American section study with great care the 

machinery requirements of each project so that when it 1s recom- 

“Not printed. | | | | | | | Oo 
“Wor correspondence on the plan to decentralize export controls, see vol. v,



| 7 MEXICO — 429 | 

~ mended it will contain the maximum of used equipment in order to_ : 
reduce the requirement for new machinery and scarce materials. I | | 
have further requested that projects requiring immediate or prompt __ | 
delivery of substantial quantities of new equipment be recommended | 
only after a very careful consideration of their urgency. | | 
- Relative to the instruction contained in the airgram No. 2756. of © 7 

October 25, 1948 to the effect that all projects recommended by the | 
Commission should be accompanied by an export recommendation for | 
materials under estimate of supply, I am sure that the Department | 
will readily understand that the Mexican Government has already 
issued export recommendations which will absorb the estimates of | 
‘supply up to January 1, 1944 and, therefore, no further recommen- | 
dations can be issued against the estimate for this year. As it now — , 

| seems probable that new machinery and equipment will not require | 
export recommendations after January 1, 1944, it will be impossible : 

_ for the Commission to comply with the Department’s instruction. | 
However, as the Commission will use the greatest. care and discretion | 
in recommending industrial projects which require prompt delivery | 
of. new machinery, I feel confident that it will be complying as closely | 
as possible with the Department’s wishes until further instructions | 

- arereceivedinregardtoitsprocedure. oe | 
Respectfully yours, == G. S. MrssersMItTu | 

ARRANGEMENTS FOR PROVIDING AMERICAN WHEAT AND CORN , 

a - ‘TO MEXICO | | | 
812.5018/14 | a | ae | 
The Secretary of State to the Mexican Ambassador (Castillo Ndjera) | 

re ee WASHINGTON, January 25, 1948. | 

_-Excrettency: I have the honor to refer further to Your Excel- | 
-_ Iency’s note no. 10377 of October 15, 1942, expressing the hope that | 

arrangements may be effected to make it possible for Mexico to import. | 
between 150,000 and 200,000 tons of wheat of American origin, | 

| F.O.B. Laredo, Texas, at an approximate price of $1.00 per bushel. | 
I also refer to my note of December 18, 1942, in which you were | | 

| informed that, in view of Mexican interest in and need for wheat, | | 
_ the Department of Agriculture was prepared to institute a wheat _ | 

export program on the basis of payments in connection with exports : 
not to exceed 25 cents per bushel. oa a a | 

I have now received a report from the Secretary of Agriculture ) 

informing me that the program was announced on December 2, 1942 | 
_ on the basis of an export subsidy of 20 cents per bushel. He further , 

“Not printed. — Pe ERAGE ct AEM Svs
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informs me that on January 12, 1943 the subsidy rate was increased 
to 25 cents per bushel. > | ONE | 

Referring to further developments in this.connection, the commu- 
nication from the Secretary of Agriculture reads in part as follows: 

We are informed that the Mexican Government has just negotiated 
| contracts for the purchase of around 21% million bushels of Canadian 

wheat, and that it was planned to move this grain through the United 
States by rail. I am informed, however, that the War Production 
Board and the Office of Defense Transportation, in the interest of 

| national defense and the war effort, are opposed to the use of large» 
| quantities of United States rail equipment and labor for such an 

extended haul and have accordingly taken steps to halt.such move- 
ment. This decision was taken in the light of the fact that the 
United States has large stocks of wheat in Texas and Oklahoma, 
which are readily available for shipment to Mexico. | | 
We trust that the Mexican Government may be made fully aware 

of the strain now being placed on United States rail transportation 
facilities by the expanding war effort and informed that the proposed 
-movement of Canadian wheat across the United States would seriously 

| interfere with defense needs of the United Nations. At the same 
time, however, I would like to point out that the Department of Agri- — 
culture, through its action in raising the subsidy rate tothe maximum 
level of 25 cents per bushel, will be making wheat available at Laredo, | 
Texas, basis present market prices, at approximately the same net price 
basis reported in the recent Mexican purchase of Canadian wheat. | 

| Accept [etc. | i For the Secretary of State: 
| | | | -  SuMNER WELLES ~~ 

812.5018/23 7 ge a | 

| The Chief of the Division of the American Republics (Bonsal) to the 
| - Ambassador in Mexico (Messersmith) | | 

sa  Wasurneton, May 13, 1943. _ 
My Dear Mr. Ampassapdor: As there may be some reaction in — 

Mexico, we think it would be well for you to have some background 
information on the following matter: ees ee 

| In October of last. year, the Mexican Embassy addressed a note to_ 
this Department asking this Government to assist Mexico to obtain 
between 150,000 and 200,000 tons of wheat in the United States, F.O.B. 
Laredo, Texas, at a price of about one dollar a bushel. | | 

Eventually arrangements were made for the establishment of a 
wheat export program whereby the Department of Agriculture would 
pay a subsidy of 25 cents per bushel on wheat bought by foreign gov- | 

: ernments in accordance with this program, thus providing for a 
lower price. In the case of Mexico, arrangements were made for a | 
subsidy which in the beginning was 25 cents a bushel and later 30 
cents a bushel, on some five million bushels of wheat in January and,
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apparently, between one and three million bushels more wheat during | 

recentmonths = = ss Pes Oo : 
- Recently, the Department of Agriculture found that it would be_ , 

necessary to stop granting this subsidy, as the funds which Agricul- _ , 

ture had had for this purpose had been exhausted. In the circum- | } 

stances, the Department of Agriculture found that its subsidy © : 

program would have to expire May 14, 1943, at 2 p. m., and published : 
astatement tothateffect: = ! 
~ On May 12, the Mexican Chargé d’Affaires* called on me to dis- 
cuss this matter. He pointed. out that Mexico had devoted much of | | 

her efforts to the production of war and other materials, and had di- | 

. verted this effort from wheat producing. He said that Mexico had | 
done this on the basis of her belief that she was able to buy wheat : 

either from Canada, from the United States, or from the Argentine. | 

He said that wheat was currently available in Canada for a little bit : 

under a dollar a bushel and that Mexico would be glad to buy it there, | 
- but that she realized our transportation situation was such it would , 

be difficult to be able to take care of large wheat shipments by rail | 

, from Canada to Mexico. He then said that Mexico wanted to con- | 
tract for seven and one-half million bushels of wheat prior to the : 

expiration of the program, and he asked for all possible assistance : 

from the Department. | | : 
In the :premises, I telephoned Mr. Leslie A. Wheeler, Director of _ : 

Foreign Agricultural Relations, shortly after the Chargé left my | 

office. Mr. Wheeler said he would look into the matter and would call ; 

me back this morning. He called me back around 10 o’clock today | | 

and said that he was very sorry but Agriculture was not in aposition | 

to make available to the Mexican Government for this wheat the 

export subsidy which had heretofore existed. Accordingly, this was | 
communicated immediately to the Mexican Embassy, a | 

_- From what I gather, the quantity of wheat available next month | 

will be about what it is today. There is no doubt in our minds but — | 
that the Mexicans are simply anxious to avoid paying the full price 
for the wheat. Actually, of course, they would only be paying the — 7 
full domestic price next month. If it is considered that the subsidy _ 
on the wheat they now request runs to two and a quarter millions of mol | 
dollars, you will readily see how it is that there is some hesitation in _ | 
pushing this matter further. Also, this would mean that the consumer _ | 

in this country would have to pay about $1.50 for wheat while the | 
consumer in Mexico would get his wheat on a basis of $1.20 a bushel. } 

There does not seem to be any assurance that Agriculture will | 
endeavor to renew its export subsidy program the next fiscal year. | 

“ Rafael de la Colina. : | - |
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If it is renewed, Mexico will of course be in a position to share in its 
benefits equally with any other countries to which it may be granted. 

| So far as shipping wheat from Canada to Mexico is concerned, I 
- may say that it is estimated a shipment of two million bushels would 

| , yvequire about 1,500 freight cars according to figures of the Office of 
Defense Transportation. I have not checked these figures, but I as- 
sume they are accurate. Obviously, it would be just about impossible 

| to allocate the 5,500 [7,500] freight cars necessary for such a ship- 
ment. Also, I wonder as to the capacity of the Mexican railroads to 
handle such a sudden, large influx of cars. _ : we os : 

: Lam enclosing a copy of a memorandum * on this matter. | 
Should anything new develop, I will send it down to you © 

immediately. a | | an : Oo : 
| _ With best wishes, BS | a 

» Sincerely yours, | .  _ Patre W. Bonsau 7 

812.5018/30 : Airgram | a Oo . . | 

The Secretary of State to the Ambassador in Mewico (Messersmith) 

. | WasuHineton, July 26, 1943—7 p. m. 

, _ A-2208. The following for your background information in the | 
event the Foreign Office should discuss with you its request for 15,000 
tons of corn: On July 22 the Mexican Embassy sent the Department a 
memorandum “* stating that instructions had been received from Mex- | 
ico. City to take up with the Department the matter of obtaining as a 

| loan of between 15,000 and 20,000 tons of corn to be returned by the 
Mexican Government within a period of one year. The memorandum 
stated that the Mexican Government was prepared to make a bank. 

| deposit for the appropriate amount concerned. ==> | 
We explored the matter with Agriculture and, through that Depart- 

ment, the Commodity Credit Corporation. Both of these agencies 
a have informed us that they have no government corn to lend or for | 

| sale, and that there is no corn on the free market in this country for 
the present. oe anor - 

| _ In the event that corn comes on the market we will of course do 
everything possible to help the Mexican Government procure the corn. 
- For our information, would you please have Mallory ** explore | 
the situation with respect to the present demand for corn in Mexico 
and whether the corn which the Mexican Government now wishes to 
obtain would be used purely for purposes of food supply or for 
purposes other than food. we 

“Not printed. . | oC : 
* Lester D. Mallory, Agricultural Attaché. |
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—-812,5018/7-2843 ee | 

The Chief of the Division of the American Republics (Bonsal) to | 

+. the Ambassador in Mexico (Messersmith) 7 | 

oe —  Wasnineron, August 4, 1943. | 

-_-Drar Mr. Ampassavor: I have your letter of July 28, 1943, and : 

I have also seen your letter of July 30 ** written to McGurk,” regard- | 

| ing Mexico’s request for 15 to 20 thousand tons of corn. I assure you | 

| that we have thoroughly explored the situation here through Agri- | 

| culture and Commodity Credit Corporation. There is not a tonof =| 

corn to be had on the market in any place in the United States | 

| according to these two agencies, and there is no possibility of requi- — 

sitioning it. The farmers just will not sell their corn and it is not : 

coming on the market. | Be a BO | 

_ Just prior to your telephone conversation with McGurk this morn- : 

ing we had been exploring with Agriculture and Commodity Credit : 

the possibility of getting some corn from Cuba. We learned that | 

Commodity Credit had bought up the Cuban surplus and that there ! 

was a possibility of obtaining some of it for Mexico. Shortly there- | 

after Mr. de la Colina, the Counselor of the Mexican Embassy, tele- : 

phoned McGurk and said that they had had an urgent message from | 

the Foreign Office in Mexico City to request us to explore the possi- 

‘bility of obtaining on an urgent basis up to 15,000 tons of Cuban corn : 

through our agencies. We have this under way now, and Commodity 7 

Credit has promised to let us know in two days just how much corn | 

can be delivered to Mexico. We have informed the Mexican Embassy | 

that the transaction must be on a cash basis and they have agreed. 

Mr. McGurk will keep you currently informed of the progress we | 

may make toward getting some Cuban corn to satisfy the Mexican 

demand. — | hte 

With warm regards | oo as | 

_ Sincerely yours, P[mmre] W. Blonsar] 

812.5018/49 | | ) Bo 

The Ambassador in Mewico (Messersmith) to President Roosevelt 

oo a México, D. F., September 23,1943. 

| Dear Mr. Preswent: During the last two months or six weeks, _ 
the President of Mexico and high officials of the Mexican Govern- | 
ment have been speaking to me about the serious situation which has 

| developed already in Mexico with respect to corn. | 7 : | 

* Neither printed. oe | cn : ! 
“ Joseph F. McGurk, Assistant Chief, Division of the American Republics. == |
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Corn, as you know, is the staple food of the great mass of the 
: twenty millions of Mexicans. Ordinarily, Mexico is self-sufficient 

with respect to corn and it is the principal crop of the country. There 
| have been corn shortages in the past due to droughts or bad ‘crops, 

but in that case, it was always easily possible to import corn from us 
to make up the deficit. _ : Es a | 

As a result of the programs of various agencies of our Govern- 
| ment interested in the procurement of strategic agricultural prod- 

ucts, in this case particularly oil-bearing seeds, we have entered into — 
| a number of agreements with Mexico for the production of such oil- 

/ bearing seeds. As a result, the farmers in the lowlands, which, as 
you know are the more tropical areas in Mexico, and where they can 
raise three crops of corn in a year on one piece of ground, have al- 
ready turned a good part of their corn land into oil-bearing: seed 
crops. They do this because the returns are much better from such 
oil-bearing seeds than from corn. The result is that there is already 
a serious shortage of corn. rr : | 

President Avila Camacho has stressed this situation to me, with 
its consequent economic and political repercussions if the great mass | 
of the Mexican people are not able to get corn, which is their staple 
food, or if they have to pay too high a price for it. It means economic 
and political disorder in this country if this corn shortage cannot be 
met. Something will have to be done about it, and although our _ 

” people at home have been giving attention to this matter as a result of 
my reports, we have, as you know, a serious situation with respect to 

| | corn at home, which is due not so much to actual shortage as to with- 
| holding from the market because of dissatisfaction with the ceiling 

price. The Mexican Government is prepared to pay whatever price 
| may be necessary to get the corn it urgently needs from us and to 

distribute it to the Mexican people at the present prevailing price in 
_ Mexico, making up the difference through a subsidy which the Mexi- 

can Government will have to provide. cee | - 
) In view of the fact that I have been unable to give any encouraging 

information to the President. of Mexico about corn from home, and _ 
as the situation here is growing more serious every day, the Presi- 

| dent is sending tomorrow to the United States, Dr. Francisco del Rio 
'  Canedo. He will get in touch with the Department upon his arrival 

and, through the Department of State, with appropriate officials of 
our Government. Mr. Bonsal, in the State Department, has already _ 
been in touch with Justice Byrnes ® on this matter, who sees great 
difficulties, and these I understand. ee 

_ The reason that I am writing you about this matter is because the 
situation is really serious. If Mexico cannot get some corn, ‘it will 

: 5 James F. Byrnes, Director, Office of War Mobilization. | ——



have serious repercussions in the economic and political life of this | 
- country where, fortunately, there is more order than has prevailed | : 

here for many years in the past. The whole program of the Mexi- | 
can Government will be endangered and its stability will be endan- Ss 
gered if corn cannot be got to meet the needs of the great mass of the | 
Mexican people == = SRG | 

_ The total amount involved to: meet the deficit here is not large. | : 
Mexico’s program of production of strategic materials in which we | 

_ are so much interested for war purposes, is going to be seriously en- | 
dangered if this primary food problem which is confined to corn, 

| cannot bemet. PEPE AE | 
I should appreciate very much your bringing this matter to the | 

attention of Justice Byrnes and I am sure that, through his collabora- | | 
- tion and that of the high officers of our Government who can be | 
helpful in this matter, a solution can be found. The problem is both : 
an emergency and a long-range one. There is immediate necessity for | 
corn from our country for Mexico, as it cannot be got from anywhere | 
else in time to meet the situation. It may be that in addition to this __ | 

- immediate situation, Justice Byrnes and others will have to give | 
consideration to a longer-range problem for at least a. year, which — | | 

' affects both Mexico and ourselves. ae | ee | 

You may be sure that I would not bring this matter to your atten. =~ | 
tion if it were not a matter of primary importance and I have the | : 
deep conviction that it is just as important in some ways for us as it q 
is for the Mexicans that the economic and political order now so | 
happily prevailing in Mexico should be maintained. You know what | 

| can happen when people get hungry, and you know that such things 2 , 
can happen more easily in Mexico than in some other places. | 
__ Thave written a very long letter to Mr. Bonsal," in the Department __ | 
of State, in which I am setting forth some of the major details | 
involved, and I am sending a copy of that letter to Secretary Hull; | 
I am also asking Mr. Bonsal to make a copy available to Justice | 

_Byrnesimmediately 9 0 
 Regretting the necessity of intruding this matter on your attention, | 
and again assuring you that I would not do so if it were not extremely __ : 
important so far as our whole relationships with Mexico and the | 
maintenance of the situation here are concerned, believe me, with | 
every good wish, _ CO OO Co | | 
Always cordially and faithfully yours, § G. S. Mussersmrru — 3 

"Not printed. — oe el S :
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812.5018/10-248 ne - 

President Roosevelt to the Ambassador in Mexico (Messersmith) 

a rr Wasuineton, September 29, 1948. 

| Dear Mr. Mrssersmiru: I have talked with Justice Byrnes about 

your letter of September 23, with reference to the serious situation 

- which has developed in Mexico with respect to corn. He tells me that 

this is a matter which is more within the field of War Food Adminis- 

trator Jones than his own, but he will ask Mr. Jones to cooperate with 

Mr. Bonsal to see what can be done to help Dr. Canedo, President 

-Camacho’s representative, in his efforts to straighten out: the corn 

crisis in Mexico. = | | 

Although the matter of price rests with Economic Stabilization 

Director Vinson and Food Administrator Jones, Justice Byrnes states 

: that you should not minimize the actual shortage of corn in. this 

| country and that the situation is by no means caused simply because 

7 | of dissatisfaction with the price ceilings. It is true that corn has not 

| flown as freely to market as it might because of the existing hog-corn 

price ratio, but it is also true that there is a very small supply to meet 

existing demands. — oe | | | 

Sincerely yours, oo Franxuin D. Rooseverr’ _ 

812.5018/49 he a — 

The Assistant Secretary of State (Berle) to the Ambassador in Mewico 

a (Messersmith) | | 

] : | | Wasuineron, October 13, 1948. 

Dear Gxorcn: I have to refer to your letter of September 23 to the 

Secretary,°? and to other correspondence of the same date, regarding 

| the corn situation. | Oe | 

As you know, the President issued a directive, of which I enclose a 
copy, covering a preliminary shipment of some 60,000 bushels. This 

corn was taken from the WPB * industrial stockpile and is moving out 

of Kansas City as rapidly as circumstances permit. We realize, of 

| course, that this is but a small part of the entire Mexican immediate 

need. This matter is being very actively explored, and Commodity 

Credit is endeavoring to locate corn elsewhere which might be used 

to replace any that might be taken from our own stocks or which 

. might be made available to the Mexicans on an immediate basis. 

| As you know, the degree of difficulty involved in a matter of obtain- 

ing this corn for Mexico is exceedingly great, as you will undoubtedly 

8 Not printed; for substance, see the Ambassador’s letter of the same date to 

President Roosevelt, p. 433. | oe 

58 Not attached to file copy of instruction. | | 

| * War Production Board. |
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realize from the fact that it was a question which the Department, 
together with other interested agencies, was entirely unable to resolve ! 
and which it found necessary to submit to the President. I need not | 
assure you that every effort is being made by this Department to find | 
some solution to this question the importance of which, as regards | 
our relations with Mexico, is not in any way being underestimated , 
here ess io | pe 2 

- With kind regards, oe | MA 
- Sincerely yours, oe A. A. Brrte, Jr. | 

812.5018/57a: Telegram - oe ne , 

The Secretary of State to the Ambassador in Mexico (Messersmith) © | 

re _ Wasutneron, October 15, 1943—10 p. m. | 
1784, At a meeting this afternoon the Commodity Credit advised | 

| Ambassador del Rio * that there would be made available to Mexico, | 
as a stopgap, 5,000 tons of corn at Kansas City and St. Louistobe ~~ | 
shipped in accordance with del Rio’s instructions i.e., 2,500 for ship-_ : 
ment by sea from New Orleans originating at St. Louis at $1.0875 and — | 
2,500 tons for rail shipment originating at Kansas City at $1.0475. : 
In exchange, del Rio promised that his Government would do every- | 

_ thing possible to deliver at border points from El Paso west vegetable 
meal on a dollar-for-dollar basis. Commodity Credit then stated 
that the vegetable meal prices should be per short ton, cottonseed meal, 

. $49 bulk and $45 bag; flax seed meal $38 bulk and $41 bag; sesame 

meal $44 bulk and $47 bag. Commodity Credit pointed out that the 
two first were based on ceiling prices while the sesame is based on a _ | 

_ “fair price”, there being no ceiling. It was pointed out to del Rio - 
that the degree of success of the Mexican efforts to obtain this vege- 
table meal for grain feed for cattle in the west would be an important = 

_. factor in Commodity Credit’s ability to get other corn from the back 
country as the 5,000 tons now being made available are all that Com- 
modity Credit can now afford. In other words, subject to transporta- : 
tion limitations in the movement of corn, Commodity Credit will | 
continue to make corn available in the dollar equivalent amount of = ——s&tSX 
vegetable meal delivered at points west of El Paso. ner 

It was also emphasized that the transportation factor was of the 
utmost importance and that it would be necessary to move the box — | 
cars back out of Mexicoonanextremelyurgentbasis, = |. 

Del Rio indicated that he would have C. B. Fox and Company, 
New Orleans, telephone Commodity Credit immediately regarding 

_ the final arrangements for the corn. ES ESP | 

* Francisco del Rio Canedo. | So
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It will be noted that Commodity Credit is accepting, in exchange 

for this corn, the promise of del Rio his Government would do every- 

thing possible to make the vegetable meal available. ee, OO 

‘Del Rio will presumably report back to his President immediately 

and this information is furnished you for your background.only. — __ 

| - The Department desires also to point out that the action of Com- 

modity Credit in obtaining this promise from del Rio is for the pur- 

pose of defending its making this corn available to Mexico, Corn 

| is in urgent demand throughout the west particularly for dairy and 

poultry use and there would otherwise be marked criticism levied 

against this action. © | / | 

| The Department will appreciate your views as to the probable ‘suc- 

cess of this arrangement as a solution of Mexico’s current corn problem. 

g12.5018/67a: Telegram rs oe rr 

«Phe Acting Secretary of State to the Ambassador in Mexico 

Oe — (essersmith) 
- : Wa sutneron, October 26, 1948—10 p. m. 

1823. Ambassador del Rio has informed the Department that he is 

completing arrangements for the purchase of 4,000 tons of corn on 
open market at the ceiling price deliverable after November 1 at Saint 
Louis, Kansas City, or other markets. © It appears, on investigation, __ 

that this transaction is in accordance with applicable laws and regula- 

tions. A severe shortage continues to exist as far as corn for feed pur- 

poses is concerned. It is anticipated that, owing to the growing short- 
a age of feed, it will be necessary to ration restrictively milk and eggs. 

| ‘Whether Mexico gets corn from Commodity Credit or through com- 
- mercial channels the amount received will depend primarily upon 

| the willingness of the appropriate agencies of this Government to al- 

low corn to move to Mexico. In turn, that willingness will depend upon 

the willingness and ability of the Mexican Government to make sub- 

stitute feeds available for distribution in this country in accordance 
| with the directives of the pertinent agencies of this Government. Dr. 

del Rio has not. yet furnished any concrete information on this point 

although he yesterday informed the Department that he would have 

such information on Wednesday or Thursday of this week. In the 

absence of such concrete information and in view of the statements as 

to the availability of these substitute feed products contained in your 

despatch no. 13722 of October 20,°* you will appreciate that no further 
, progress can be made towards the release of Government owned or con- 

trolled corn until we have the required information from the Mexican — 

6 Not printed. 7 wee
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Government. Furthermore, the appropriate agencies of this Gov- | 
ernment will obviously not be in a position to permit further exports _ | 
through commercial channels on an unlimited scale in the absence of | 
definite Mexican cooperation. » fe : he : 

_ The reason for specifying delivery of Mexican oil seed cakes or meal | 
at El Paso or points west is that there isa deficiency of protein feed 
stuffs in the mountain and Pacific areas. Oo | 

With respect to your inquiry as to whether the Mexicans have ob- | 
tained corn elsewhere, the Department knows of no arrangements | 
whereby the Mexicans have recently obtained corn other than the above | 
operation and other than the two Government-to-Government opera-_ | 
tions of which you have been informed. — ce | ! 

| | ne ; | STETTINIUS | 

— 812.61/171 | | | | 

| The Ambassador in Mexico (Messersmith) to the Secretary of State 

7 | | [Extracts] . | | 

No. 18847 Mexico, D. F., October 27, 1943. 
| | . [Received November 2, 1943.] : 

Sir: I have the honor to refer to previous correspondence with the | 
Department concerning the general authority of the Coordinator of 
Inter-American Affairs to carry through emergency food programs in — — 
various of the American republics. | | , | 4 

It will be recalled that the Coordinator of Inter-American Affairs °" ; 
- has on several occasions during the last year expressed a desire that _ 

- the Embassy initiate conversations with the Mexican Government — 
_ leading towards the inauguration of such a program. The Depart- ft 

_ ment is aware that the attitude of this Embassy has consistently been | 
| that the existing circumstances in Mexico did not warrant our taking / 

up this matter with the Mexican Government and that there were . 
various reasons of policy why it should not be taken up with the : 

_ Mexican Government at thetime.... —— 

The Department will note that my attitude towards the eventual mo 
presentation of this matter to the Mexican authorities has changed 
and that under certain conditions I am willing to undertake the 

_ negotiation of such an agreement with the Ministry. for Foreign ~ | 
Affairs. The principal reason for this change of attitude of the Em- | | 

_ bassy is that the derangement in the food problems of Mexico brought — 
about by the diversion of corn lands to oil seeds and other more profit- | 
able crops has resulted in a very serious corn shortage. The methods — | 

_. * Nelson Rockefeller. _ 

461-0835 —64——29 | — oo
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of producing corn in Mexico which is the basic food in the country, 
in spite of the efforts of the Department of Agriculture to bring about 
an improvement, have not been successful in bringing about any . 

| reasonable production of corn per acre. There are many factors 
| | which enter into this problem. It is increasingly necessary, in view 

of the fact that corn is the basic food of the Mexican people, that 
something be done to improve the production of corn per acre. The 
same applies to several other of the basic crops of the country. If, 
through a collaborative program such as the Coordinator has in mind, 
we can be of real assistance to Mexico in improving the per acre pro- 
duction of her basic crops, it will be a great service to the country. 
The degree to which we are able to do this 1s not yet clear to me but 
I have changed my point of view in the sense that I believe that the 
Mexican authorities will be somewhat more receptive towards an 
approach of this kind. . 

| Respectfully yours, G.S. MressersmirH © 

812.5018/39 : 

The Department of State to the Mexican Embassy 

ees MrmMorRANDUM i 

Further reference is made to the memorandum of September 1, 
1943, from the Mexican Embassy,** concerning the shipment to Mex- 
ico of about two million bushels of wheat purchased in this country __ 

| and requesting that, since it will not be possible to ship the two 
million bushels to Mexico before January 31, 1944, the subsidy 

| arrangement be extended to January 31 of next year. - | 
A further communication on this matter has now been.received from 

the Acting Secretary of Agriculture * stating that the period for 
| delivery under the subsidy program has been extended from October _ 

| 31 to December 31, 1943. The Acting Secretary of Agriculture ex- 
presses the view that the extension of time should be quite ample to 
take care of remaining stocks in the United States, particularly if 
the Mexican Government is taking steps, as has been indicated to 
the Department of Agriculture, to increase the current volume of 
wheat imports into Mexico. | 

Wasuineron, October 29, 1943. BS 

** Not printed. | te 
® Paul H. Appleby ; letter of October 25, 1943, not printed. _ |
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812.5018/76-4 a ee 

Memorandum of Conversation, by Mr. John W. Carrigan of the = 
| .—- Diwision of the American Republics | : 

, : [Wasuineton,] October 30, 1943. | 
_ Participants: Ambassadordel Rio; | { 

a Mr. Farrington, Commodity Credit; , 
Mr. Davis, Commodity Credit; | a | 

- Mr. W. B. Fox of New Orleans; oO 
| Mr. J. F. McGurk, State—RA, Assistant Chief 3 

| - Mr. J. W. Carrigan, State—RA. _ - | | 
The above met in Mr. Bonsal’s office the afternoon of Friday, Oc- | 

tober 29, 1943. - —— | | 
_ Ambassador del Rio opened the conversation by stating that, while | 
he had received replies from his Government, the information re- 
celved gave no indication as to what immediate shipment of protein | 
meal might be made, but that he understood 100,000 tons would even- : 
tually become available. He did not have any information as to 
whether the prices fixed by Commodity Credit nor as to how 
much meal, at these prices, would be immediately available. He 
referred to a telegram from Distribuidora indicating Mexico would 4 

_ be glad to collaborate. - OB ea 
Nore 1: Del Rio had confirmation from his Government of agree- 

ment in principle to collaborate with our Government on protein meal. 
He had nothing on prices and amounts immediately available. I 

_ gathered he intended to make the latter data available as soon as 
possible. — CO oe | | ; 

| Dr. del Rio then inquired as to whether corn in the open market 
were not moving faster. He said that American Trading and Conti- 
nental Grain had offered to deliver him all the corn he needed after 

_ November 15. He emphasized, however, that while his country was 
in vital need of corn, his Government would not deal with these com- : 
panies except on a legal basis and with the full sanction and approval | 7 
of our Government. He asked if his Government might deal directly _ if 
with these companies on the open market. a | 

It was inquired how much corn was involved. 'The Ambassador | 
said 150,000 tons to be deliverable after the 15th of November. The 
Ambassador inquired if Commodity Credit had any comments to offer | 

_ on the firm assertion of the companies they could deliver. TheCom- 
modity Credit representatives said that as yet they were unable to | 
forecast the answer, but that the two companies under reference were 
very large and reliable firms indeed.. — | 
_The Ambassador then said that with respect to his inquiry as to © : 
the propriety of these open market operations, he wished to point | 
out that this was a matter entirely distinct from the protein meals,
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since he was going to see that, entirely apart from the corn—where — 
and how it were obtained, and in what amounts—, the protein meals 
were made available to this country; that Mexico would be glad to 
sell them; and that he would be glad to see they were distributed in 

| accordance with Commodity Credit’s instructions or desires. | 
| He reverted to his inquiry as to the propriety of these private, open 

market operations. | oe ee 
) Mr. Farrington said that the following formula would be approv- 

able: a | | 
As of today tt would be all right for the Government of Mexico to | 

buy corn privately, subject to (a) maintenance of ceiling prices and 
(b) obtention of an export license. | | - 

_ Ambassador del Rio said his Government of course planned to abide 
by the ceiling prices, as it did not contemplate following other than 

_ the strict letter of the law. In so far as the export licenses were con- | 

cerned, it was pointed out that Mr. Fox had had no difficulty in obtain- 
ing these, and Mr. Carrigan suggested “that, in principle and at this 
time, there was no reason to expect any difficulty if the amounts in- 

_ volved were reasonable and did not upset our market”. The Ambas- 
sador pointed out that we would hardly refuse such licenses to Mexico, 
and that the 150,000 tons would be purchased over a 12-month period. 

- Mr. Carrigan remarked that these licenses were not issued by the | 
Department of State, but that he agreed in principle with the Am- 
bassador. It was then further remarked that the situation might 
change and that it might even be that corn came under rationing here. 
The Ambassador replied that, if such a changed situation should arise, 
he was sure we would wish to share with Mexico on an equitable basis 
what we might have. a ee 

_ Reference was then made to the 48,000 bushels remaining, in Kansas 
City, of the 5,000 tons released by Commodity Credit. The Ambas- 
sador said that this had not yet started to move. Mr. Fox said that 
there had apparently been some misunderstanding but that the ware- 

| house receipts should have arrived that same day, and said he felt — 
satisfied the corn would start moving November 1, Monday. Mr. 
Carrigan asked if the Ambassador and Mr. Fox were certain we need 

take no action: he was informed no action then seemed necessary. 
| : | Nae ge | —. Jonn W. Carrigan 

812.5018/69: Telegram _ wae re Be | 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

Mexico Crry, November 8, 1943—4 p.m. 
| | [Received November 9—12: 28 a. m.] 

1086. Reference corn situation in Mexico and some arrangement 
apparently proposed by Commodity Credit for matching Mexico
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exports of oilseed meals against exports of corn from the U. S. | 
_ Reference is also made to Mexican Government embargo on exports , 
of oilseed meals effective November 1. Reference is also made to : 
telephone conversation Carrigan to Mallory concerning lifting em- __ ) 
bargo on 61 cars oilseed meals en route to border. | , 

This Embassy would appreciate further information as to nature | 
of the barter or matching arrangement as many points are confusing. , 

I spoke to the Minister of Agriculture © at some length on Friday | 
November 5, I spoke to him briefly on November 7 and the Agricul- | 
tural Attaché had a further conference with him on November 8. | 

_ I pointed out the desirability of lifting the embargo and he promised of 
to take up this matter with the President. This morning he informed : 
the Agricultural Attaché that the subject had been taken up and that | | 
the embargo had been placed in effect by Economie [sic] in the belief | 4 
that it was so desired by the American Government on information 
furnished by the Mexican Embassy in Washington and also in the 7 
belief that it was a type of barter arrangement such that the oilseed | 
meals would be purchased by an agency of the American Government. =| 
The Minister asked if the American Government would accept as | 

| evidence of its cooperation quantities of oilseed meals shipped to the ss | 
U. S. through the usual channels of trade. The Agricultural At- _ | 
taché informed the Minister that he believed such an arrangement 
would be satisfactory but that he would make appropriate inquiries. _ | 
The Minister stated he wished a reply in writing. This Embassy is 
fully convinced that only by opening up the usual channels of trade | 
can oilseed meals be moved quickly and advantageously, otherwise | 
the whole matter will become hopelessly involved within the admin- | 
istration machinery of the Mexican Government. We estimate that | 
between 40,000 and 90,000 tons have already been sold to American 
buyers. This Embassy would appreciate immediate telegraphic 
reply concerning this question. ee a 

In a speech yesterday the Minister of Agriculture announced the 
size of the new corn crop at 1,775,000 metric tons involving a probable | | 
deficit of 475,000 tons. He indicated that 18,000 tons are authorized | | 
for purchase abroad and hoped that new Government measures would 

_ stimulate production enough next spring to cover the balance of deficit. ; 
_ Today and confidentially the Minister of Agriculture informed the | 

_ Agricultural Attaché that 20,000 to 25,000 tons comprise immediate — | 
needs with possibility of additional 75,000 to 100,000 tons being re- 
quired next spring. The Minister stated that the problem was equally | : 
one of assurance in being able to get physical delivery and transporta- _ 

tion of corn as much as corn itself. The Department is requested to | 
inform this Embassy whether such assurance can be furnished the 

Marte Gomez. Lo : a Benes r
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Mexican Government even though the corn may not be required. It 
is believed such assurance will go far towards reducing the probable 
actual amount of corn required by Mexico. | | 

oo 7 eS | MESSERSMITH 

| «8 12.5018/69: Telegram Oa | 

The Acting Secretary of State to the Ambassador in Mexico 
(Messersrmth) | 

| - Wasuineton. November 9, 1948—8 p. m. 

1932. The best information available to the Department regarding 

the corn for Mexico is as follows: | 
From United States Government sources about 6,500 tons; from 

_ other sources in the United States, about 18,000 tons (of which 12,000 

tons is said to have been acquired by Ambassador Del Rio although 

full details are not available.) In addition, 1900 tons is available 

from Cuba of which 500 have already been shipped with an additional 

1500 tons expected to be available shortly. The Department and other 

| agencies at Washington will continue to cooperate to expedite 

shipments. | ae | oe | 

With regard to Mexican oilseed meal exports, the interested agencies 

of this Government would like to see these products move rapidly 

through normal commercial channels at the price levels which were 

indicated to you. You are authorized to furnish this information in 

writing to the Minister of Agriculture as. suggested in your telegram 

1086, November 8, 4 p. m., and to add that quantities of oilseed meals 

| shipped to the United States under these conditions would be wel- 

comed as evidence of the Mexican Government’s cooperation provided 

that Mexico will similarly accept all corn shipped from this country 

either through Government or commercial channels. 

Although the Department believes that the setting off of amounts of 

| corn furnished from the United States as against the amounts of oil- 

seed meal furnished by Mexico serves a useful purpose, it is the De- 

partment’s position that an exact equivalence can not at all times be 

obtained, and the Department believes it to the advantage of both 

Governments to extend to each other a maximum of cooperation, __ 

812.5018/74 Soa ET es ce 

Phe Mewican Embassy to the Department of State | 

| ‘MremoraNpUM | | 

[Translation] . ; 

In confirmation of the conversations which its representatives have 

been holding with those of the Department of State, the Embassy of
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Mexico desires to refer to arrangements initiated by its Government _ | 
for the purchase of a tonnage of corn which would permit the solution | 
of the scarcity which has resulted from the very bad climatic condi- | 
tions of the year which is ending. In this connection, the Department | 
will recall that the United States authorities directed these arrange- , 
ments toward the idea of an exchange of corn for oil seed meals that | 
United States farmers in the Middle West and in the West might | 
use in place of the corn sold to Mexico and which, in the United States, : 
is fundamentally used for livestock feed purposes. , _ 

The Government of Mexico has been particularly well disposed : 
toward establishing an agricultural policy resulting in the production 
of the two countries—Mexico and the United States—being com- | 
plementary. With this in view, Mexico has been exporting consider- | 

_ able tonnages of oil seed meals and the exportations this year will | 
_ increase even more because of a production considerably over that of © | 

last year, , : 
The proposal that meals should be delivered directly in exchange | 

_ for corn appears to present this matter in the disagreeable light of a — | 
bartering of merchandise. Mexico, in fact, is sending to the United - 
States large quantities of agricultural products and, through a very 
intense campaign for increased sowing, is preparing to meet her 
deficit of corn without having to call upon the help of United States | 
production. OC | 

Regarding the problem of oil seed meals, Mexico has endeavored | 
to overcome the shortage by permitting a liberal increase in prices. | 
To wish to obtain from Mexico oil seed meals at the United States 4 
ceiling prices would complicate the situation of Mexico and that of |. 
the United States, for it would diminish interest in production in 
Mexico without the United States obtaining a result other than that | : 
of not being able to obtain those meals now being acquired from 
Mexico. IS | oe 

There are United States purchasers who are endeavoring to acquire 
Mexican meals at reasonable prices. Mexico cannot begin requiring 

_ sales at low prices without upsetting her own problem of oil seed 
sowing, ae | 

The above situation was fully gone into last Friday by the Secretary _ 
of Agriculture and the Ambassador of the United States, Mr. Messer- 
smith. Ambassador Messersmith, who is adequately informed re- 
garding the agricultural efforts of Mexico, not only shared the views 
of Engineer Gdmez, but even showed himself disconcerted by the 

_ embargo decreed by the Ministry of National Economy and considered _ 
this embargo susceptible of hindering the efforts that he has been | 
making to obtain corn for Mexico. , oe
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_ Ambassador Messersmith requested Engineer Gémez to use his in- 
fluence to the end that the Ministry of National Economy should lift 

| the embargo, and strongly recommended that commercial operations 
between Mexico and the United States continue to be carried out 
through the accustomed commercial channels, 

In the opinion of the Embassy, this request involves the idea that 

the Government of the United States of America shall take into 

account any exportation of oil seed meals from Mexico to the United | 

: States through already established commercial channels as a con- 

tribution toward easing the United States problem of cattle feed. 

Furthermore, the Embassy is sure that, upon returning to a normal 

system insofar as these exports are concerned, the Government of the 

United States of America will continue its efforts to cooperate with 

the Government of Mexico in solving those problems brought about 

by the present scarcity of corn through direct deliveries of this cereal __ 

to the Government of Mexico. | Oo 

Since confirmation by the Department of State of the ideas ex- 

pressed in the previous paragraph would speed up those steps which 

| are necessary for the lifting of the embargo under reference, the _ 

| Embassy has to request that the Department be so kind as to furnish 

| its reply to this Memorandum within the shortest period possible. 

- Wasuineton, November 10, 1943. eS | 

812.5018/76 | (Petia | 

The Chief of the Division of the American Republics (Bonsat) to 

| the Vice President of the Commodity Credit Corporation (Falk) 

aS | Wasuineton, November 11, 1943. 

| Dear Leon: I have to refer to your letter of November 8, 1945," 

regarding the question of lifting the present embargo on vegetable 

oil cakes and meals. . ren | a 

As your office has been advised by Mr. Carrigan, certain steps have 

been taken by our Embassy in Mexico City regarding this matter, 

7 and our Embassy was assured yesterday that a telegram would go out 

lifting the embargo along the border. The Embassy was not certain 

as of this afternoon as to whether these measures would affect future — 

shipments or whether the embargo was merely being lifted on ship- 

| ments which might be pending. In any event, as you know, the 

| Mexicans appear very desirous to take early action along the same 

general lines that you mention in your letter. 
I had lunch with Ambassador Castillo Najera today and discussed 

your letter with him. Along broad lines, as you know, your letter _ 

* Not printed. |
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| follows more or less the proposals made by the Mexicans in the note | 
they delivered yesterday * and a copy of which has been sent to you. | | 
I explained at some length to Ambassador Castillo Najera the ; 

interpretation you gave Mr. Carrigan this morning as to the prices 
set for these oilcakes and meals, that is, that these prices were merely __ | 
to be considered as measuring rods for the purpose of determining | 
whether corn shipments to Mexico were lagging behind meal and | 
cake shipments from Mexico, or whether the case were the reverse. | 
I explained to him that these prices were not intended to govern in | 
the case of the present pending transactions but that we would of | 
course expect the help of the Mexican Government should, at some | 

_ future date, the prices charged our people for these meals and cakes | | 
become excessive. I explained to him that this was really a very ; ) 
difficult situation, inasmuch as in many ways it might be said that our — | 
farmers could use this corn at the ceiling prices instead of vegetable : 
meals and cakes. If the prices for these meals and cakes became ex- : 

cessive, our farmers would naturally prefer to use corn at our ceiling © | 
| prices for cattle feed. oy ee eS | 

| ' According to the best information available, Dr. del Rio was able | 
to obtain some corn on the private markets deliverable after November | 

_ 1. A pooling of this information appears to show that Cargill ® | | 
has definitely sold him between five and six thousand tons; and that | | 

_ Fox in New Orleans has definitely sold him roughly six thousand 
| tons. He is also said to have obtained a further five or six thousand | 

tons, probably from Continental, but this has not been confirmed. 
Also, I understand Commodity Credit -is making some 1,400 tons | 
available from Cuba. This is, of course, a very satisfactory improve- _ | 

_ ment on a situation which was really the source of very deep concern. 
I hope they will be able to make substantial further purchases on the 

- open market, and I hope your information tallies with what we have 
heard, to the effect that there is quite a substantial additional amount 
they might obtain. It would be exceedingly helpful to us and to our 

_ Embassy in Mexico if we might have at an early date some general | 
information as to their further prospects, as well as the specific infor- 
mation on their current shipments which I understand you are 

_ getting together: I shall certainly appreciate these data when they 
are available. — oe | oe a 

The situation with respect to this corn does seem to be shaping up | 
favorably; however, I am exceedingly grateful for your offer of — «E 
assistance should the results from private sources not prove as satis- 
factory as may be necessary to meet the Mexican needs. ees ‘| 

—  @Rupran - | | | 
“ Cargill, Inc., Minneapolis, dealers in grain. | | ; 
“Continental Grain Company of Kansas. ~ |
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| | I am really very hopeful that a solution satisfactory to all con- — 
cerned may be found. The immediate problem is of course for us 

| to obtain the vegetable oil meals with a minimum of difficulty and 
for the Mexicans to obtain adequate corn. I think that lifting the 
embargo, which, after all, is said to have been established so as to 

| permit these surplus meals to come to us in an orderly fashion, will 
be most helpful and not difficult of accomplishment. With your 
assistance, should it prove necessary, I am sure the Mexicans will have 
their corn. | | Oo 

In many ways, however, I wonder if it might not be well, as soon as 
we see the meal coming in, and if the corn is moving south of the 

| border adequately, to consider suggesting to our Mexican friends that 
we abandon the “dollar-for-dollar equivalent” project. From the 
tone of their note, I gather they might be glad to do so, and it might 
be a wise move on our part since the continuance of the project might | 
at some time in the future lead to an unfortunate recurrence of this 
meal embargo proposition. You might desire to give some thought to 

| this: I do not think it would be unduly hard to accomplish on the 
understanding the two Governments would do everything possible 
to help each other, should purchases of either product fall into 
difficulties. — | | 

With best wishes [etc.] | : P[uimip] W. B[onsat] 

812.5018/74 | Ce ea | 

The Department of State to the Mexican Embassy 

| MEMORANDUM | 

Reference is made to the Mexican Embassy’s memorandum of No- | 
vember 10, 1948, regarding the general question of the scarcity of corn 
in Mexico and the scarcity of protein meals in the United States of - 
America. | | a ) 

Commodity Credit Corporation has informed the Department of 
State, in this respect, that it will continue to work with the Department _ 
in permitting Mexico to secure corn to meet, its minimum require-— 
ments on the basis of the understanding that the Government of | 

Mexico will in turn facilitate the movement to the United States of 
| oilseed meals in an equivalent value in order to provide livestock feed. 

| Tt is understood that, recently, shipments of these oilseed meals may 
an have been purchased in Mexico by dealers from countries other than 

the United States of America. | | 
The food situation in the United States continues to be very serious, 

and Commodity Credit, in view of this great need, hopes that dollar 
| values (measured at United States ceiling prices) of protein feed
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from Mexico shall at least match the dollar values (also at United | 
States ceiling prices) of corn shipped to Mexico. | oe | 
With respect to the question of the prices commanded by oilseed | 

| meals shipped to the United States for livestock feed, the appropriate | 
authorities of the Government of the United States would only desire | 
to take effective measures for the control of such prices after the - ! 
arrival of oilseed meal shipments in the United States. | | ) 
With particular reference to the Embassy’s inquiry as to whether | 

oilseed meal shipped through usual commercial channels shall be | 
taken into account for the purposes indicated in the fourth paragraph | | 
hereof, and with reference to the suggested use of October 15, 1948, as | 
the date from which shipments of either corn or meal shall be taken | | 
into such account, Commodity Credit finds it entirely acceptable to | 
take into account shipments of either corn or meal made through | 
either the usual commercial channels or through such other channels | | 

as may have been necessary starting October 15, 1943. oe 
In the premises, in so far as shipments of oilseed meal to the United I 

States may be concerned, it is trusted that the embargo on such ship- _ | 
ments, placed thereon by the Government of Mexico, may not be re- | 
applied, and that there may be taken any appropriate steps to facilitate | 

| the passage into normal United States commercial channels.of any 
surplus of Mexican oilseed meal. | a 

_ Wasuineton, December 24, 19438. _ a | | 

DISCUSSIONS BETWEEN THE UNITED STATES AND MEXICO CONCERN- | 
| ING OPERATING PROBLEMS OF THE PETROLEUM INDUSTRY ® 

812.6368/78283 | | a I 

The Ambassador in Meaico (Messersmith) to the Under Secretary of 
| Oo — State (Welles) | | 

| a | | Mexico, January 7, 1943. : 
Dear Sumner: Mr. Duggan © called me on the telephone on Decem- 

ber 12th and indicated the need for an early clarification of the policy 
: of the Mexican Government with respect to the participation by United 

States interests in the Mexican petroleum industry, and referred to | 
| the exploratory memorandum ® which I had delivered in August 

under instructions of the Department to the President ® and to | 

* Continued from Foreign Relations, 1942, vol. v1, pp. 525-536. 4 
* Laurence Duggan, Adviser on Political Relations. . F 

: “Undated copy transmitted to the Department by the Ambassador in Mexico : 
in his despatch No. 3498, August 24, 1942 (not printed). It was based on : 
Department’s instruction No. 1336, August 6, 1942, Foreign Relations, 1942, E 
vol. vI, p. 528. | : | , 4 
“Manuel Avila Camacho.
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Padilla ® on this matter. I indicated to him that although I had on 

several occasions referred to my desire:to discuss this matter in detail 

with the President and with Padilla, I had been told by Padilla that 

he was giving careful study to the memorandum and would discuss it 

with me in due course. Re ies. | a 

, _ After the conversation with Duggan, I informed Sefior Padilla that | 

I wished to discuss this matter with him fully and I have had two 

talks with him during the first part of this week. He did not show 

any considerable disposition to discuss the questions involved, but 

rather wished to explore our own views. He indicated that so far as 

their studies had gone, they did not see the possibility of the partici- 

pation of foreign, and of course American, capital, except in the 

: foreign marketing of Mexican oil. I told him that this would, I 

believed, be an altogether inadequate basis for discussion, as it would 

not be of sufficient interest to my Government and of no interest to 

the foreign oil interests whose cooperation in any marketing scheme 

was essential. I called his attention to the fact that while in Mexico 

and in Russia the oil industry may be a Government monopoly, the 

major oil producing interests in the world are private companies . 

which to a large extent control the world markets. ) | | 

- ‘There are reasons why I wish to get this letter off by this air mail this 

morning, so that I cannot enter into a discussion of the conversations I 

had with Padilla at this time. This is just a word to tell you that _ 

find, through my discussions with him and Mr. Sudrez,” that the Mexi- 

can study of our memorandum has not made the progress which, in 

my. opinion, it should have made, and that they have not yet adequately 

| attacked the basic problems of policy which they must face. While I 

cannot go into details, I can only say here that I discussed fully with 

- Padilla the various points raised in our memorandum and I finally 

secured from him a statement to the effect that he realized that the 

Mexican Government would have to consider these major questions of 

policy and he would go into them again immediately with his associates 

and with the President and would talk with me before he left on a 

holiday which he is taking and with the President, so that I could talk 

with the President before I left on a brief leave for Washington on 

January 15th. Padilla indicated that he realized that a certain par- 

ticipation on an equitable basis by foreign capital in the Mexican in- 

dustry was necessary. Ina conversation with Sudrez, he indicated to 

me that he believed foreign participation in a certain measure and on 

an equitable basis was necessary. The only forward progress which 

I have made in the conversations is that I think they are now actually 

- © Hzequiel Padilla, Mexican Minister for Foreign Affairs. ‘ 

” Hduardo Suarez, Mexican Minister of Finance. ©
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_ studying the method under which foreign capital can on an acceptable | 
basis to both sides participate in the industry. One thing is clear, . 

| and that is that the internal marketing is closed to foreign capital, so | 
| far as distribution and sale of oil products in Mexico is concerned. =| 

_. Another thing which is clear is that the oil industry will remain a , 

monopoly of the government in Mexico, and that the principle of sub- _ | 
soil rights, etc., will be maintained. AsI see it, their approach will be | 

- to determine in what measure and in what form foreign capital can | 
participate with Petroleos Mexicanos ™ and with the Mexican Govern- | 
ment in phases of the oil industry other than the internal marketing | | 
inMexicon See - | 

| The reason I am writing you this letter so hurriedly is because | 
‘Pauley and a man named Mosher” have been here and have been to | 
‘see various people in the Government. Pauley came intosee me with | 

_ Mosher yesterday. He knows all about the deGolyer report,” and far | | 
more than I know here. I told him that I had been given some partial 4 
information with regard to the deGolyer report and that I was author- : 
ized to make a communication to the Mexican Government with regard | 

to certain materials for repairs to the refineries and to increasing the | 
capacity of the Mexico City refinery; and that we were prepared to  Y 
consider the possibilities of a high-octane plant in Mexico City, but | 
this latter was a more difficult problem on account of the considerable : 
amount of new material involved. I said that I was communicating : 
with the Mexican Government in this sense and indicating that conver- | 
sations as to the details would have to be between the Department of , 
State and members of the Mexican Government designated for this 
purpose. Pauley asked where he came in under this, and I told him 
‘that I believed our conversations with regard to the deGolyer report 

- and with regard to the oil question, so far as rehabilitation is con- 
cerned, had been on the basis of what had to be done and without any | 

_ reference to companies, I emphasized that the conversations with re- 
gard to repairs and improvement in facilities would be between the 

State Department and the Mexican Government. Pauley said he had 
been giving his time and attention to this matter for three years and 
that he was naturally deeply interested. I told him that so far as I was | 
concerned I was thinking of the matter in terms of what had to be 
done and not in terms of his interest or any other individual interest. 

“™ Mexican Government instrumentality referred to: as “Pemex”, si 
“Edwin W. Pauley, with his associate Mosher, proposed to construct and 

operate several oil plants in Mexico, including a high octane plant. The Depart- 
ment disapproved. ks 7 cS eee | 

“ Not printed ; the report (made by a mission headed by Everette L. DeGolyer, — : 
Assistant Deputy Petroleum Administrator) recommended a rehabilitation of the ' 
refineries of Pemex and the construction of a high octane plant in Mexico City : 
(812.6363/7801). — cor ete OU aa |
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He said he quite understood and he was going home on Saturday. He 
will undoubtedly come down on the Department and other agencies al- 

most at once. , ee 7 | 

I saw Mr. Suarez and we had a very frank talk about Pauley’s 

| being here and Su4rez told me that he would tell Pauley that so far 

as the Mexican Government is concerned these conversations had to 
| be with the Department of State on this matter and they were not 

| prepared to talk to any individuals. | 

I am so tremendously pressed here that it may be several days be- 

| fore I can find an opportunity to dictate a full report on my conver- 

sations on oil with Padilla and Sudrez, but I will try to get it off as 

soon as possible. This is Just a preliminary word to give you a 

somewhat inadequate idea of what has developed, so that you may be 

aware of Pauley’s presence here, etc. | a 

With all good wishes, ee 

Cordially and faithfully yours, == | G.S. Messersmiru | 

812.6363/7818 a oe | 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

No. 6493 _ Mexico, January 8, 1943. 

| | _ [Received January 13.] 

| Sir: I have the honor to refer to the Department’s strictly confi- 

dential telegram No. 1650, of December 14, 11 a. m., 1942, stating 

- that it has endorsed and approved the recommendations of the mission _ 

of oil experts on repair and expansion equipment and materials 

needed by the oil refineries in Mexico, and instructing me to convey 

certain information to the Mexican Government. | 

| The Department’s telegram under reference states that there is 

a being sent to me a summarized portion of the oil mission’s report. 

The only such summary which I have received is a copy of a memo- 

randum dated December 3” prepared by Mr. Thornburg for Sec- 

retary Hull, which reached me without any covering instruction, but 

I assume from a telephone. conversation with Mr. Duggan, of the 

Department, that it is intended that the information contained in 

this memorandum may be transmitted to the Mexican Government. 

- In accord with the telegram under reference, I therefore left with 

the Minister of Foreign Relations, Dr. Padilla, today, a memorandum 

dated January 8, of which a copy is transmitted herewith. The Min- 

ister indicated that the Mexican Government would immediately give 

| ™ Foreign Relations, 1942, vol. v1, p. 536. | en 
| ® Toid., p. 535. |
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consideration to the designation of appropriate representatives to | 
proceed to Washington to discuss with the Department of State the | 
questions raised in the memorandum. | | 

Respectfully yours, G. S. Mzssrersmira : 

| I [Enclosure] : 

The American E'mbassy to the Mexican Ministry for Foreign Affairs — | 

No. 928 | | | | 
. a  MeEmoranpUM | a | 

| Some months ago, in accord with an arrangement between the 
Government of the United Mexican States and that of the United | 

States of America, a joint mission of experts of the two Governments | 
made a survey of the petroleum situation in Mexico with particular | 
reference to the needs of the petroleum industry for materials for | 

- repairs and improvements. This mission has now made its report , 
to the Department of State and the Department has endorsed and | | 
approved the recommendations of the mission on repair and ex- | 
pansion equipment and materials which, 1n the opinion of the mission, _ | 
are needed by the oil refineries in Mexico. It has approved as well, | 
in principle, recommendations with respect to some new plant con- | : 
struction and facilities to increase the facilities of existing plants. | 

The necessary priority allocations will be facilitated by the Govern- | 
ment of the United States towards this end. | | 

The Department of State assumes that the Government of Mexico | 
will discuss with the Government of the United States the question 
of obtaining competent American manufacturers, well-grounded in 
this particular category of work, to design and erect the equipment, 
and if necessary to train the operators thereof, in this manner assuring - 
efficiency in the use of the machinery and equipment for which pri- 
orities will be sought. 

While the American Embassy in Mexico City has not received | 
full information concerning the contents of the report and recom- 
mendations of the petroleum mission, it 1s in a position to convey the _ 
following information with respect to the report, to the Government 
of the United Mexican States: | | OO | 

1. Producing operations currently require only maintenance and 
operating materials, but an expanded program of exploration drilling 
must be undertaken very soon to strengthen the fast-deteriorating : 

_ reserve position. This is a very considerable undertaking and one } 
which will require careful study. | 

2. The refineries further urgently require both maintenance and _ 
expansion materials in order to continue current operations and to } 
fulfill the requirements which may arise out of the war emergency. E 
‘The most important steps in the refinery expansion program which | | 
have been recommended by the mission are as follows: | a
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.. @) Additions to the Mexico City refinery to raise the crude | 
- distillation capacity from 18,000 barrels a day to 28,000 barrels a 

ay. oo | | 
B) Installation of heavy oil cracking units of a certain capacity 

-_-per day at the Mexico City refinery. | : ae 

3. The mission notes that the Mexico City refinery operates on crude 
transmitted by pipeline and states that the enlarged plant in Mexico 

_ City will satisfy the full requirements of the central plateau, which 
is at present partially served by products laboriously and inefficiently 
carried by rail tank cars. | 

4. The expanded operations of the Mexico City refinery will yield 
certain products and gases which furnish the raw feed for the manu- 

. facture of high octane aviation gasoline. It is therefore considered 
desirable to install additional equipment for processing these raw 
materials into aviation gasoline in the amount of approximately one 
thousand barrels a day. , , —_ 

5. The mission notes that the primary distillation and cracking 
equipment could and should be obtained from shut-down refineries 
in the United States but it emphasizes that the high octane manu- 
facturing facilities would have to be ordered from manutacturers 

| with a delivery schedule integrated into the over-all program of 
the world-wide high octane gasoline plant construction. | 

6. The mission notes that the Mexican Government should arrange 
for the construction of these new units by established firms of United 
States engineers and contractors, which should also be charged with 
the operation of the expanded units until Mexican personnel can be 
trained to take them over. es oe 

The Department of State has instructed the Embassy of the United 
States in Mexico City, in transmitting the above-summarized portions 
of the oil mission’s report, to suggest that the appropriate Mexican 

authorities will wish to review these and in due course send appro- 

priate representatives to the United States for discussions with the 
Department of State of their proposed arrangements for the prose- 

cution of the work and as regards manufacturers and contractors. | 
While the discussions of the Mexican representatives will be with 

the Department of State, it is noted that when it will be helpful to 

| have the aid of other United States Government agencies, the Depart- 
ment of State will arrange therefor, . 

The Government of the United States expresses the desire that the 
negotiations and conversations regarding the erection and manage- 
ment of the proposed 100-octane gasoline plant under consideration 

be carried on between Mexican and United States Government repre- 

sentatives. The interested departments of the United States Govern- 

| ment in Washington, with this in mind, are already in consultation _ 

and will in the very near future be prepared to consult with the ap-_ 

propriate Mexican officials. | aE ee 
Mexico, January 8, 1948. eeerrrer eee OO
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-812.6868/7842 _ ogy es oo | 

Memorandum by President Roosevelt to the Under Secretary of i 

s,s - ao Wasuineton, February 19, 1943. | 

I don’t think this high octane gas from Mexico is at all in a diffi- | 
cult situation. Nor do I think that the construction of 100-octane | 

| gasoline plant requires decisions in regard to any other oil matters. | 

Surely by now the Mexican Government has the ownership and con- | : 
trol of some oil well or oil wells. What is more simple than for the | 
Mexican Government to buy at cost or to rent the necessary equipment | 

_ for 100-octane production, to hire somebody to set it up, and to hire | 
some American company’s management to turn out the gasoline? —_ , 

| Frankly, I think that on that basis there would not be a single | | 
-_-voice raised in Mexico against that kind of deal. The octane gasoline | 

| desired is solely for war purposes.. The United Nations need it. 
They ought to have it. - oe - ) : 

| I cannot see the relationship between this immediate need and the , 

“clarification of general petroleum policy”. I don’t agree either with _ 
youorMr.Ickes“inthisregard. —. os crepe | 

If you don’t want any 38rd party in this production, get the Interior 
engineer todoit. ee oS ge 7 | 

| ee ee  . -F[ranxirn] D. R[ooseverr} _ : 

The Mexican Minister for Foreign Affairs (Padilla) to the American 

—  Chargé in Mexico (Bursley)® = 

Se  tpansiation) 

No. 51485 | : OO Mexico, February 20, 1943. 
Mr. Crarct p’Arramzs: I have the honor to acknowledge the receipt 

of your note number 1027 of February 15, 1943,"° regarding the acqui- 

sition of gasoline in Mexican towns on our northern border by the 

_. "On November 27, 1942, there was transmitted to President Roosevelt 2 ; statement (812.6363/7802) of the opposition of the Department to the building 
of a high octane gasoline plant by reason of the scarcity of equipment, and of its. E 

_ disapproval of the plan of E. W. Pauley to build such a plant because it sug- | 
| gested a type of exploitation which might invite a repetition of earlier difficulties.. 

| _ President Roosevelt on December 7, 1942, directed the Secretary of State to col- : : laborate with the Petroleum Coordinator and the Secretary of Commerce to | 
| negotiate an arrangement with Mexico for building the 100-octane aviation E gasoline plant (812.6363/7802). | | | 7 

. a Harold L. Ickes, Secretary of the Interior and Petroleum Administrator. | : Transmitted to the Department by the Chargé in Mexico in his despatch oF 
No. (817, February 26, 1943; received March5. SRR Ss a UR at i | ” Not found in Department files. Rane ae | 
“461-085-6480
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owners of automobiles with licenses issued in the United States of 

America. | ae 

The Ministry has learned that among the various problems raised 

in this connection, the Government of the United States regards as 

particularly important (1) the evasions which, by such sales, are 

committed against the American gasoline rationing regulations, whose 

primary object is to conserve rubber, and (2) the export of gasoline 

from the United States to certain Mexican frontier towns. _ | 

In reply, I wish to inform you that in this matter, as in all others 

which have arisen in the present emergency, the Government of 

Mexico is moved by the deepest desire to cooperate with the United 

States. However, I believe that the concrete solution proposed by 

you—that, in said Mexican towns, owners of automobiles with Ameri- 

can license-plates be required to turn over their American ration — 

coupons—aside from the fact that it is legally impossible, in practice 

would offer no means of effective control. _ 

In this respect, the Ministry believes that the rationing system, i 

_ through coupons, is efficacious when there are no exceptions to its 

enforcement, for only in that way is it feasible to exercise due vigi- 

lance over the stores of the rationed article, and, in consequence, to 

punish every infringement of the respective regulations. When, as in 

the case in point, it is a question of limiting the consumption of gaso- 

line to only one section of the public—American motorists in Mexican 

: frontier towns—many ways would be found of evading the regula- 

tions; wherefore I think an effort should be made to find other means 

of action. 7 | 

As regards the problem of the infringement of the said American _ 

rationing regulations, I am of the opinion that it could be resolved 

by limiting the importation of gasoline by American automobiles 

returning to the United States to an amount equal to or less than that 

carried at the time of entry onto Mexican territory. | | 

In assuring you that in a program of this kind the American author- 

| ities may depend upon the full collaboration of those of my country, 

| I avail myself of the opportunity to renew the assurances of my high 

consideration. | ee KE. Paprnia 

| 812.6368/7852 Bo ogee | 

The Under Secretary of State (Welles) to President Roosevelt 

| [Wasuineron,] March 1, 1943. — 

Dear Mr. Preswent: In accordance with your instructions, 
arrangements are being made for the initiation in the very near future 

See memorandum from President Roosevelt to the Under Secretary of State 
February 19, and footnote 76, p. 455. |
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of the conversations between representatives of this Government and | 
| of the Mexican Government leading to the establishment in Mexico : 

of a 100 octane gasoline plant. It is anticipated that the representa- , 
tives of the Mexican Government will arrive in Washington within | 
the next few days. — - | | 

The Department, in agreement with the Petroleum Administrator . 
for War, envisages a contract between the Mexican Government’s | 
petroleum organization ® and an American concern of recognized — | 
standing, experienced in the design and operation of similar refining | 3 
plants. Financing can presumably be arranged through the Export- : 
Import Bank. The entire project, from the technical point of view, _ 3 
will have the benefit of review by the Petroleum Administrator and | 
also by the War and Navy Departments to ensure a maximum cor- | 
relation with military requirements. The contract will presumably | 
include a clause giving this Government control over the marketing | 
of the exportable surplus of products to be produced by the new plant | 

| during the life of the financing. 3 3 
As soon as full agreement has been reached with the Mexican Gov- | 

ernment, it will undoubtedly be necessary for you to send a directive | | 
to the War Production Board in order to ensure the prompt schedul- | 
ing of the necessary materials for the construction of the proposed 
plant. As you are aware, these materials are in extremely short _ | 
supply and, if the commitment which we plan to make to the Mexicans ! 
is to be promptly and efficiently implemented, there is no doubt that | | 
an expression of your interest in the matter will be imperatively _ | 
required. | | | 
Faithfully yours, , SUMNER WELLES | 

8$12.6363/7880a | , . 

The Secretary of State to the Ambassador in Mexico (Messersmith) : 

oe a | [Extracts] : ; : 

"No. 2776 | Wasurneton, March 12, 1943. 
_ Str: In the Department’s instruction no. 1336 of August 6, 1942,%* 

you were requested to have discussions with appropriate Mexican of- | 
ficials aimed chiefly at determining “the policies and intentions of the _ 
Mexican Government concerning such matters as the conditions under 
which and the manner in which foreign interests will be requested or _ : 

| permitted to participate (in the Mexican oil industry).” _ 
The basic explanation given for this inquiry was that “when this _ 

Government is called upon to consider questions involving financial 
or other substantial assistance, or involving hemispheric security both __ 

® Petroleos Mexicanos. 7 oe 
* Foreign Relations, 1942, vol. v1, p. 528. | | |
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military and economic, or involving nationally important activities 
of its own citizens abroad, it must be in position to judge the long- 
range consequences of its own actions.” , 

| The immediate aim of these discussions was “to prepare the way for 

prompt and effective cooperation between appropriate agencies and. 
individuals of both Governments who are directly concerned. in the 
petroleum aspects of the general accord which exists between these 
two nations.” ee ae | 

Your several telegrams and. despatches relating to your discussions 

_ with the President and other Government officials, as well as your re- 
| cent oral reports in Washington, all indicate the probable necessity , 

and even the possible desire on the part of the Mexican Government. 
_ for some informal suggestions from this Government which might 

assist the Mexican officials in crystallizing their own ideas in a form 
which would suit our mutual purposes. | | 

If, in your discretion, some such course is, or becomes, desirable, 
it is the opinion of the Department that the type of plan generally 
described herein should be suggested.** = - 

From the foregoing it will be seen that in essence the proposed plan 
would accomplish the following: . ne | | 

1. Leave all subsoil rights and titles in the Mexican Government. 

| 2. Leave the responsible direction, conduct and control of the Mex- 
ican oil industry in the hands of Petroleos Mexicanos, subject only 
to obligations imposed by the Mexican Government: and to obliga- 
tions voluntarily undertaken in its agreements with the contractor. 
_ 8. Make available to Mexico the best possible assistance; technical, 
commercial and financial in whatever degree and under whatever 

terms are agreed upon to suit each individual—or type of— 
| circumstance. oe | | | 

| 4, Avoid the unfavorable popular reaction that direct negotiation 
or dealing with an individual American oil company, particularly 

| one of the expropriated companies, might be expected to excite. __ 
5. Protect the American contracting company from direct or dis- 

criminatory legislative action of an unduly burdensome or hazardous 

nature, by fixing its own obligations and rights in a contract with 
 Petroleos Mexicanos Corporation, which contract would be subject to 

adjudication in the Mexican courts without involving questions of 

national sovereignty. | 4 : a | 

| . 6. Provide the framework of an agreement as to principles within 
which the benefits accruing to both contracting parties could be ad- 

justed, case by case, to. give each an appropriate share in the total 

profits. OO, a a 

~*In accordance with this instruction, the Ambassador. in Mexico submitted 

a memorandum dated March 31, 1943, to the Mexican Minister for. Foreign 

Affairs, copy of which was transmitted to the Department in despatch No. 8862, 

April 2, 1943 (not printed). | OS
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7. Furnish a framework of principles to which each of the Govern- ) 
ments concerned could subscribe, thus in effect guaranteeing both | 
contracting parties against failure of either one to perform. _ , | 

_ 8.. Provide, in the contracting company, an agency through which | 
any qualified American interests could participate through a stock | 
interest and a voice in the management in so far as American | 

| investment is concerned. | | | | oO | 
ws 9. Afford the opportunity of developing mutual confidence, and a | 

modus operandi, which after a suitable period might lead to the | 
creation of other generally similar contracting companies. (The © | 
first such company might be owned by a group of American oil com- ! 
panies, each one with a limited participation and managing voice. | 
Subsequent contracting companies, when the time comes, might rep- | 
resent either groups of companies or a single parent company for | 
each contracting company.) © | | : 

Very truly yours, a ) For the Secretary of State: | 
| Dean ACHESON | 

812.6363/7992 Es wg oe Bg | | | 

Memorandum by Mr. Max Thornburg, Consultant on Petroleum | 
| Matters, to the Under Secretary of State (Welles). | 

SE GLARE a cli nd  [Wasuineron,| April 13, 1948. | : 

Mr. Wetxies: Acting under the President’s instructions, as com- | 
- municated by you, the Department arranged for representatives of _ | 

Petroleos Mexicanos to visit Washington to reach an agreement con- i 
cerning the type of arrangement under which the proposed 100 octane | 
plant and essential auxiliaries would be built in Mexico, = 
- This Department outlined a plan which, briefly, provided for, 

(a) the employment by Petroleos Mexicanos, on a usual fee basis, | 
of some reputable and experienced American consulting firm of ekvetts a Bea | 

(6) the design and erection of the plants by some reputable Amer- | 
jean firm specializing in this field, — co vide he 
_(¢) supervision of all technical aspects of the work by the Petro- : 

~ Jeum Administration for War, | | ey 
(ad) financing of the dollar investment by this Government, with 

repayment by sale of products back to this Government, = = = - 
(e) a staff of skilled American operators to operate the plants, to | 

be supplied and supervised by the consulting firm, and = = | 
(f) approval by appropriate agencies of this Government of all 

contracts and of design, construction and operation as required to | 
safeguard both investment and output. 7 | | i 

| This plan was reviewed with Secretary Ickes personally and ap- : 

proved by him, with the single qualification that the President may oF 
_ have had in mind that this Government itself should build and | 

operate the plant. | | | oe | / 1
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[Here follows an explanation of the lack of progress in the 
negotiation. | orate 7 
My last word from Mr. Buenrostro,** last night, was that he will 

return to Mexico, having exhausted his resources in futile efforts to 
have the Mexican case given reasonable consideration in the Petroleum 

| Administrator’s office. | | | 

Neither Mr. Bonsal nor I know what we can do. ‘To both of us it 
appears that the results of a long period of promising work on the 
Department’s part, including many months of effort by Ambassador 
Messersmith and by Morris Llewellyn Cooke, all aimed at repairing 
the situation brought about by expropriation and the conditions which 
led to expropriation, are precariously close to the brink. 

Max ‘THORNBURG 

812.6363/79804 | 

Memorandum of Conversation, by the Chief of the Division of the 
| American Republics (Bonsal) a 

[Wasutinoron,| May 1, 1943. 

The purpose of my call on the Secretary of the Interior was to secure | 
his approval of the press release which it is desired to issue in con- 

: nection with the arrangements which have so far been agreed to for the 
construction of the 100 octane gasoline plant in Mexico. (Text at- 
tached *’). The desirability of such clearance had been indicated to 
me by Mr. Welles. : OO | 

I began the interview by pointing out to Mr. Ickes that Sefior Buen- 
rostro of Petroleos Mexicanos had now been in the United States over 
six weeks, and that he was most anxious, for a variety of obvious 
reasons, to have some statement issued regarding the results achieved 

| in his discussions in Washington. I added that when Mr. Welles and 
| myself were in Mexico last week, both the Mexican Foreign Minister 

and Ambassador Messersmith had similarly indicated the desirability 
of a statement of this kind. I also referred in passing to the fact that | 
of course the general nature of Sefior Buenrostro’s conversations was 
known and that it would be helpful to have an authoritative statement 

on the subject. 7 | | 
Mr. Ickes then launched into a statement indicating his general dis- | 

satisfaction with the way in which these discussions have been handled. 
He said that the Department of State had infringed upon the powers 
and prerogatives of the Department of the Interior. He referred to 

® General Manager of Petroleos Mexicanos. | | 
% One of the experts designated to represent the United States in determining 

the compensation due the petroleum interests by virtue of Mexico’s petroleum 
pore print gor espondence on this expropriation policy, see pp. 585 ff.
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-Buenrostro’s selection of the Universal Oil Products Company as con- | 
sultant, rather implying that someone had put something over on | 
Buenrostro. I asked the Secretary whether he did not agree that | 
Petroleos Mexicanos needed a consultant. He replied in the affirma- | | 

| tive. I then told him that Buenrostro had selected Universal Oil | } 
Products from a number of available concerns, that Buenrostro was | 
familiar with the ownership and control of Universal Oil Products : 
and that the firm in question had done a good deal of work in Mexico | 
previously. I understood Mr. Ickes to say that he appreciated the = j 
high professional standing of Universal Oil Products. oe | 

Returning to the question of the manner in which the negotiations | 
with the Mexicans had been conducted to date, I said that we in the De- ! 
partment were most anxious for an opportunity of talking this out | 
with the Secretary of the Interior. I stated that I had understood | 
that the plan which had been agreed to between the two Governments : 
and embodied in an exchange of notes, copies of which had been made | 
available to Mr. Ickes, had received Mr. Ickes’ approval in principle. | 
Mr. Ickes then stated that it had been his idea that this Government. 
would build and operate the plant in Mexico. I pointed out to him { 
that this was politically not feasible and I added that there was ample  g 
provision in the plan under consideration for the employment by 7 
Petroleos Mexicanos of suitable experts and technicians. He then | 
asked me who would pass upon the suitability of these experts. I re- | 
plied, that I assumed he would. I added that it was, of course, our | | 
understanding that all plans and specifications would be submitted to | 
the Petroleum Administrator for War, before any further progress _ : 
could be made. | | | 
Mr. Ickes then took up the question of Mr. Pauley. He stated that. 

Mr. Thornburg had considerably disturbed some of Mr. Ickes’ people | 
by his insinuations as to this phase of the project. Mr. Ickes expressed | : 
the conviction that Mr. Davies * is not moved by any special interest 
in Mr. Pauley’s project except in so far as the engineering and other : 

_ studies made by Mr. Pauley and his organization might be of use in | ; 
_ the carrying out of the President’s directive to construct a 100-octane 
plant in Mexico. The Secretary gave Mr. Davies and Mr. Pauley 
considerable credit for the initial suggestion upon which this directive 
was based. a | | 

I limited myself to the statement that of course when the PAW®  — 
had approved the plans and specifications of the plant, Mr. Pauley 

would be able to bid. | | 
I concluded that it seemed to me that the Department of State had E 

now carried out its function and that further progress would depend | 

* Ralph K. Davies, Deputy Petroleum Administrator. | ot 
© Petroleum Administration for War. — | F
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on the activities of the Petroleum Administrator for War. Irepeated 
that I hoped it might be possible early next week on Mr. Acheson’s® 

return, to have a thorough discussion of the situation. : 
| Mr. Ickes was obviously very much preoccupied with the coal situa- 

tion, which he said had just been “dumped in his lap”. He took the 
proposed press release, said that he would study it and telephone me 

| this afternoon in regard to it. I reported this to Mr. Ickes’ secretary 
and asked her to do her best to remind him of the matter. Mr. Ickes | 

| read the press release but made no specific comment in regard to it. 
It was quite evident to me, although he was courteous throughout 

the interview, that he was definitely prejudiced against the Depart- 
ment in this matter. I believe that I was able to clarify a number 
of points for him. I spoke to him briefly regarding the general oil 
situation in Mexico and the expressed desire of Sefior Buenrostro to | 

: “make peace” with the world oil industry and particularly with the 
American oil industry, without, of course, relinquishing the principle __ 
of the nationalization of the Mexican industry. ee 

812.6363/8005 | - a as — 

The Chargé in Mexico (Bursley) to the Adviser on Political _ 
- Relations (Duggan) | 

| gas | Mexico, D. F., May 21, 1943. 
a oe a [Received May 26. | 

~ Dear Larry: I refer to my letter to you dated February 15 con- 
cerning a ruling of the Minister of National Economy prohibiting 
the drilling of oil wells under the direction and supervision of foreign 
technicians. | Saybia” | 

I asked Tom Lockett % to follow up on this matter and have now 
received from him a memorandum dated May 21 which reads in: full 

text: ee | 7 OF eee oo 

_ “Ffereto is attached your letter to Mr. Duggan of February 15, in 
relation to a prohibition of drilling oil wells under the direction and 
supervision of foreign technicians. I discussed this matter with 

| Minister Gaxiola on May 19 and he said that the article in question 
was somewhat misleading. He stated that any petroleum company 
operating legally in Mexico could employ foreign drillers and techni- 
cians, provided, it was definitely established to the satisfaction of the 
Government that such employment was not being used as a means 
of permitting foreigners to undertake petroleum exploration for their 
own account. In other words, it must be shown to the Mexican Gov- 
ernment that the foreign technicians and drillers are employed ex- 

| ° Dean Acheson, Assistant Secretary of State. oe _ 
. ** Not printed. . — | | | | 

* Counselor of Embassy for Economic Affairs.
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clusively for the use and benefit of an oil company operating legally \ 
in Mexico and that the foreign drillers and technicians are not being | 
used as a ruse to gain the entrance of foreigners into the.oil exploration | 
business for their own account. I hope that I have explained this. | 
clearly, but, in ordinary language it means that the Mexican Govern- ._ | 
ment fears that legally operated foreign oil interests in Mexico might: | 

| try to secure the entrance of other foreign interests through the pretext _ 
of employing drillers and technicians for the account of the legal | | 
company, whereas it would be for other purposes. (s) THL.” | | 

I am sending an extra copy of this letter to Mr. McGurk * to whom: : 
Thad sent a copy of my letter of February 15. © | een : 

Sincerely yours, — ee | Hereert 8. Bursiey | 

810.6368 /308 Ces we | | = | 

| The Ambassador in Mexico (Messersmith) to the Assistant Chief of — | 
the Dwision of the American Republics (McGurk) | : 

_ | México, D. F., August 31, 1948. | 
Dear Jor: I have to refer further to the Department’s airgram | 

| No. A-2556 [2356] of August 18, 2:30 p. m.,°¢ concerning the visit to | 
| Mexico City of Mr. L. H. Nuland, who is the liaison officer of the — | 

Petroleum Administration for War to the Department. I have also | 
to refer to my airgram in reply, No. A-1925, of August 20,lla.m.®* = | 
and to my letter to you of August 19.% ie cee | 

I said that I would be glad to see Mr. Nuland, and talk these mat- — 3 
_ ters over with him on his arrival here. — ; ae 

Mr. Nuland arrived here several days ago but I was out of the , 
city for the week-end for an absolutely essential rest, and I did not — | 
see him until this morning. He explained that he had been in cer- | ! 
tain countries of Central America with respect to the petroleum pool — : 

| arrangements.” He referred to at least one shipment of gasoline 
which had been made by Pemex to Guatemala and one shipment which 
had been made to Salvador. He said there had been other shipments. 
The total volume of the gasoline shipped by Pemex to countries of 
Central America, however, had been very small. The volume, in 
fact, was not sufficiently important in any way to affect the situation. ssf 

| Mr. Nuland wished to know whether I considered that these ship- _ 
| ments of Pemex to the Central American countries had any political — | 

significance. I told him that I could see no possible ground forany 
| political significance to such shipments and that I thought from the Jy 

| * Joseph F. McGurk, Assistant Chief of the Division of the American Republics. — 
_ * Not printed. | : oe a 

 *® Not found in Department files. vo : ij 
** For correspondence on the pool arrangements in Costa Rica and El Salvador, | F 

See pp. 91 ff. and pp. 312 ff., respectively. | | | i
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political point of view, Mexico was not interested at this time in 
_ making shipments of gasoline to the Central American republics. Mr. 

| Nuland said that he was very much interested to know that there were 
no political implications. I was not quite able to gather what politi- 
cal implications he thought such shipments might have, but they 
certainly do not have any, and I made this clear to him. 

I told him that I thought Pemex was not interested in shipping — 
gasoline to the Central American countries at this time. I said that 
production in Mexico had decreased and consumption had increased 
so that gasoline was really almost a scarce article here. I said that 
Mexico might be able to export some heavy fuel oils, but certainly 
could not export gasoline without injury to herself. There are cer- 

’ tain areas in Mexico where gasoline is already short, particularly in 
agricultural areas, and this is partly a question of short supply and 
partly of distribution. I said I did not believe that Mexico or Pemex 
was for the present interested in shipping gasoline outside the country, | 
and that if such shipments had been made, it was probable that they 

| were the result of some special arrangements which had been entered 
into through some pressures. | | 

I asked Mr. Nuland what the problem was in which he was inter- 
ested, and he said that naturally these shipments from Mexico were 
disturbing so far as the pool arrangements were concerned. I told 
him that I could see this, but I gathered from what he said that the 

- shipments had been so small as not really to affect the pool arrange- 
ments seriously. He said that this wasso. I gathered therefore that 
it was more a question of principle. a | 

I told Mr. Nuland that Mexico was not a party to the petroleum 
pool or to any of these arrangements and that she was of course free 

| to ship petroleum to any destination she saw fit. She had a perfect 
right to do this, and I did not: see how we should endeavor to interfere | 
with it, except that the Mexican Government found that it was to its 
own advantage not to make such shipments; we were in a position to 
subtract from the allotments of the countries receiving gasoline from | 
Mexico, any gasoline received from Mexico. I reminded him that 

| even in times of war we and other countries endeavored to maintain 
normal channels of trade so far as we could, and that every country 
had a right to endeavor to maintain such normal channels as far as 
possible, and that other countries had just as much right to do this as 
we. He agreed that this was so but said that Mexico had not sent 
gasoline to these countries before. Fees | 

I told Mr. Nuland that I thought it would be undesirable to raise 
this question with the Mexican authorities while he was here. I said 
that I was sure that the Mexican Government and the Pemex had no 
interest in shipping gasoline at this time to Central America. I said
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that I thought if the matter were brought to the attention of the | 
Mexican Government in the proper way, the appropriate steps would | | 
be taken to stop such shipments. I said that the matter could be | 
taken up either by the Department with the Mexican Embassy in | 

| Washington or by the Department with this Embassy, so that we | 
could write a note to the Mexican Government and I would deliver ! 

— it with the appropriate explanations. J thought the latter course was | | 
_ the best one for many reasons, and he agreed. I said that if he 

would furnish the Department the appropriate information as to | 
shipments which had been made by Pemex to Central American coun- | 
tries and indicate this was disturbing the petroleum pool arrangements | 
which were on the whole advantageous, the Department could then 
give me the necessary instructions and I would take up the matter | 
with the Foreign Office and I was sure that Pemex would stop any 

-_ exportations of gasoline to the other American republics, at least dur- ! 
ing the war. I reminded him that Mexico was interested in much 
more major phases of the oil problem so far as we were concerned, | 
than the question of sending a few gallons of gasoline which they | 
themselves needed to Central American [countries], and that Mexico 

was interested in participating eventually in world distribution of 

petroleum products and that she would therefore have an understand- 
ing of these pool arrangements. ae ) oe oa | 

Mr. Nuland seemed to be thoroughly satisfied with what I told him | 
and said that he would take up the matter with the Department on | 
his return, along the lines indicated in this letter. The matter is 
really of very secondary importance because the quantity of the ship-_ 
ments has been very small and because I know that the Mexican Gov- : 
ernment has no interest in shipping gasoline at this time outside the i 
country. - : | 

JT shall be glad to take any steps which the Department thinks 
‘appropriate. : : | a | a 

With all good wishes, rs ere 
| - Cordially and faithfully yours, G. S. MessersMITH 

- 810.6363/3805 | mos | — ee , 

The Secretary of State to the Ambassador in Mexico (Messersmith) 

No. 4606 oe _ Wasurtneton, October 23, 1948. 

Sir: Reference is made to your conversation with Mr. L. H.. 

Nuland, during his recent visit to Mexico City, in regard to shipments 
of Mexican gasoline to Central America and to your letter of August } 

31, 1943 to Mr. Joseph F. McGurk in which you suggest a possible | 
approach toward a solution of this matter. | So
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As you state in your letter referred to above, the shipments have _ 
been relatively small, particularly in Costa Rica. In Guatemala, 
however, by June they had reached an amount which represented an. 
increase to the pool allotment of gasoline for Guatemala of 20 per- 

_cent—which, of course, is considerable. Subsequently, however, | 
arrangements were apparently taken under local rationing systems 

| which brought the price of this excess gasoline down and the imports 
| into Guatemala of Mexican gasoline dropped from 2320 barrels in 

June to 510 barrels in July, none in August and 381 barrels up to 
September 23. Therefore, while this continues to have a definite 
irritation value, the matter is of little importance at present in so far 
as the quantities of gasoline are concerned. | | 

Production figures which have just been given to the Foreign Di- 
vision of the Petroleum Administration for War by officials, including 
the export manager, of Pemex indicate that Pemex really has no 
gasoline production for export, domestic consumption being able to 
take care of all present production. This would seem to indicate 
that such shipments as have been sent to Central America, despite 
this situation, are with an eye to the future. In a recent telegram 
the Embassy at Guatemala City has advised us that it has learned 

_ that Pemex agents at Guatemala City, Peyre and Company, have 
applied to the War Department there for licenses to erect two 25,000 
gallon tanks in Guatemala and have requested licenses for three addi- 

tional retail outlets. The Embassy stated that the materials for the 
tanks are being obtained from Mexico, and that if the tanks are in- 

stalled they will provide fulfillment of one of the Guatemalan con- 
ditions for further operations, the other being that the gasoline 
supplied be of the same octane as that supplied by American _ 
distributors. | ” 

However, the enclosed secret airgram of October 11, 1943 from the 
Embassy at Guatemala City’ states that the representative of the 
Texas Company in Mexico (the representative of that company in | 
Guatemala is a member of the pool committee in that country) has 
had conversations with Pemex for the purpose of exploring the possi- 
bility of the Texas Company’s buying petroleum supplies from Pemex 
for the Guatemalan market. The airgram points out that the other 

companies in the Guatemalan pool would be able to obtain supplies | 
from the Texas Company in accordance with pool operating prin- 

| ciples; and that the plan, if executed, would constitute a solution of = 
the problem of Mexican supplies to Guatemala. It will be noted that = 
the Embassy states that Pemex’ reaction to the Texas Company’s  _ 

| approach was favorable and there is reason to believe that an arrange- 
ment along the lines outlined may be made. _ | 7 

| “No, A-504, not printed. | | So
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From the viewpoint of the Inter-American Petroleum Supply Pool, | 
the development of all available sources of supply is favored. More- 
over, there is now an over-all shortage of gasoline, diesel oil and | | 
kerosene in this hemisphere, with increasing war demands for those oo | 
products. Thus there would be an advantage to the whole supply | 

| picture if satisfactory arrangements could be made whereby the 
Supply Pool could avail itself of Mexican gasoline in supplying a | 
_ part of the needs in the Central American area. ee | 

The Pool is for the purpose of effecting an equitable distribution a 
among all participating importing countries of the maximum supplies | 
that can be made available. To accomplish this purpose, all available — : 
supplies and supplying facilities must be pooled together. Hence any | 

supplies from Mexico, of course, would have to form a part of the ! 
allotments to each country. Otherwise, the Central American coun- ! 
tries receiving Mexican oil as additional allotments would have an | , 

_ advantage over other pool countries receiving only regular allot- | 
ments from present sources. In other words, the benefits to the Pool | 
from any additional supplies from Mexico would have to be spread | 
equitably among all pool importing countries and not accrue only to | 
Central American countries. => Ce A 4 

Accordingly, it is believed that a solution beneficial both to the | 
operation of the Pool in the Central American area and to the long- | 

- range interests of Mexico might be worked out whereby Mexican | 
_ gasoline would be sold to the pool companies for distribution by. the | 
pool organization in the Central American countries during the life | 
of the Pool. Under the pool arrangement of distributing curtailed 
products in necessarily restricted markets, the positions of the com- i 
panies in the markets of the importing countries had to be frozen on — 

| the basis of their previous position. For this purpose the trade po- | 
sition in 1941 was taken as the basis of market allocation among 
supplying companies. The freezing of the companies’ positions in © | 

_ the various markets has, of course, clearly circumscribed their activ- 
_ ities from the competitive standpoint. Thus, in this situation, the 

regular supplying companies cannot help but be disturbed by the : 
entry of Pemex into any importing pool country as a distributor or 
marketer during the life of the pool arrangement since, because of 
their cooperation in the Pool, they are not in a position to offer nor- _ 
mal competition to a new marketer who would be taking a part of 
their already curtailed market. The successful operation of the Pool ) 
in performing its very important function in this hemisphere rests _ ft 

| largely upon the full cooperation which the companies have accorded. | 
As indicated above, from the Mexican point of view a definite | | 

advantage might accrue to Pemex from an arrangement whereby +t 
the pool organization could avail itself of Mexican gasoline, the :
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distribution and marketing within. pool countries being handled by 

that organization. As you know, this country is changing from an 

export to an import basis in regard to oil. In the future the Mexicans 
might be able to make a very satisfactory arrangement with the _ 
companies now operating under the Pool whereby the latter would 
transport and market Mexican oil in various markets. From a long- 

term viewpoint, therefore, this alternative has a good many very 
_ desirable aspects, and it might be useful to consider this with respect 

to the general rehabilitation of the Mexican petroleum industry as 
a whole, not merely during the present war but also for the period 
after the war. In many ways, the cooperation of Pemex in this _ 
matter at the present time might make it very much easier for Pemex 

after the war. | 
We believe that an informal approach to Buenrostro or some other 

appropriate official along the foregoing lines merits your considera- 
tion. As indicated in the enclosed telegram from Guatemala City, 
Pemex has reacted favorably to a similar approach from one of the | 
pool companies, and an official of the Foreign Division of the Petro- 

| leum Administration for War has stated his belief, from evidence 
received during a recent informal conversation with Pemex officials, 
including the export manager, that Pemex would view favorably the 

| possibility of an arrangement such as that outlined. Conversations 
by you with the appropriate officials might not only facilitate the . 
proposed arrangement regarding the Guatemalan market but might 
also assist in the reaching of similar solutions in other Central Ameri- 

caneountries. | eeu | 
If you discuss this matter with the Mexican. officials, you should 

make it clear that the effectuation of the scheme would depend, of 
course, upon working out all details with the Pool organization and 
the companies operating therein. It should be understood, of course, 

- | that any arrangements between Pemex and the Pool in regard to | 
marketing in the Central American countries would be for the duration 
of the emergency only. te OO 

In general connection with this subject it may be pointed out that 
while Mexican gasoline has been shipped to Central American 
countries, the United States supplied about 110,000 barrels of gasoline 

| to the northern part of Mexico during the first half of this year, and | 

it is believed that the quantity will be greater during the second half 
of the year. The supplying of gasoline from this country to northern. 
Mexico has been because of geographic considerations. However, be- 
cause of the tightness of the gasoline supply situation, it is conceivable 

that it may not be possible to continue these supplies at this rate. 
_ In conclusion we wish again to present the thought that if Pemex 
continues to try to sell even in small quantities to pool importing
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countries and outside the Pool organization, such action must have an | 
adverse effect on the companies cooperating in the Pool, and Mexico, | 
as you know, may have to depend on them for marketing facilities | 
if she is to expand her oil outlets throughout the world. | | 

Very truly yours, For the Secretary of State: | 
/ | | Dran ACHESON | 

812.6363/8032a : Telegram | | 
Lhe Secretary of State to the Ambassador in Mexico (Messersmith) | 

| _ Wasuineton, November 12, 1943—3 p. m. | 
1955. The Department has reviewed your letters of October 20 and : 

29 “2 to Duggan and related correspondence regarding the Mexican | 
petroleum situation. | ' | 

_ As matters now stand, the Embassy has presented a memorandum | 
to the Mexican Government setting forth for its consideration cer- | 

| tain ideas (your despatch 8862 of April 2).°* The Mexican Govern- | 
ment has indicated, particularly in the conversation between Presi- | | 
dent Avila Camacho and President Roosevelt, that it considers that 
the memorandum offers a basis for discussion. It has not, however, | 
presented any definite or specific comment. | a | 
While the Department has read with interest the material enclosed 

with your letters of October 20 and October 29 to Duggan, it has 
no specific comment at this time and believes that detailed considera- | 
tion of the points raised should await some specific and definitive | 
statement from the Mexican Government with regard to the memo- 
randum which was presented to the Mexican Government last March. | 

The Embassy and the Department seem to be in agreement that _ | 
this is a question not to be settled by bilateral agreement but rather 

| that following the conclusion of the exchange of views the Mexican : 
Government will issue a statement of policy regarding the exploita- | 
tion and development of Mexican oil resources, that. where necessary | 
this statement will be implemented by proper legislation and regula- 
tions, and that agreements will then be negotiated between the Mex- en 
ican Government and United States companies. This Government. | 
will not participate in the negotiation of these agreements, although : 
its good offices will of course be constantly available to facilitate the — : 
discussions between the Government and United States private | : 
interests. | Pe, | ee | : 

The Embassy is believed to be fully aware of the rapid depletion | 
of United States oil reserves, a depletion greatly accelerated by the — | 
great demand for petroleum products during the war. The United | 

“* Neither found in Department files. ee | : 
* See footnote 84,p.458. Se ES |
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States is rapidly reaching the point where it must import oil from 
foreign sources. Negotiations are now progressing in many parts of 

the world to assure the United States the supplies it needs. Against 

this background, the vast importance of the Mexican negotiations is 

| at once apparent. The Department is confident that the personal 

attention which it knows you will give this matter will produce the 

result so necessary to the future welfare of this country. | 
as 7 | — Aoi 

812.6863/80387 | 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

Peer | [Extracts] | a 

No. 14,524 ee Mexico, D. F., November 30, 1943. | 
es [Received December 4. | 

Sir: I have the honor to refer to the Department’s strictly confi- 
| dential telegram No. 1955 of November 12,3 p.m... . | a 

Keeping in mind the importance of Mexican oil resources being 

| developed as rapidly and as effectively as possible, I have not failed 

to keep in mind the desirability of reopening conversations on major 

oil policy with the President and with the Foreign Minister at the 

earliest appropriate opportunity. During a conversation which I 

‘had the opportunity of having with the President last evening, I stated 

. that I had had this conversation with Mr. Buenrostro, referred ton 

‘my letter to Mr. Duggan of November 28,” and that it appeared that 

the situation with respect to the rehabilitation of the refineries and | 

| the construction of the high octane plant were progressing satisfac- 

| torily and that if all went well Mr. Buenrostro would be able to go 

to Washington in December in order to complete the arrangements 

-with the Export-Import Bank concerning these projects. I referred 

~with satisfaction to the final liquidation of the expropriations." 

L referred to the various memoranda which I submitted to the Mexican 

Government towards the end of 1942 and early in 1948 with reference 

to major oil policy and to the statements which he had made to Presi- 

dent Roosevelt at Monterrey that in principle he believed these memo- 

| anda served as an adequate basis for further conversations. __ a 

I said to the President that the way now seemed to be thoroughly 

open for the discussions of this question of major oil policy in the — 

| most favorable atmosphere and that it was my intention to begin 

conversations with Dr. Padilla, the Minister of Foreign Relations, 

“jmmediately on the basis of the memoranda already submitted. The 

” Not found in Department files. a 7 

1 For correspondence on this subject, see pp. 585 ff. |
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President said that he was aware of the importance of this oil prob- 

_ Jem for us and for Mexico and for this Hemisphere and that he had © 
_ been giving a good deal of thought to the matter and that I. would 

| find Dr. Padilla prepared to continue the discussions. The President 
said that it would.be more helpful for us not to enter into details at | 

_ the moment until I had carried on the discussions with Dr. Padilla : 

I called on Dr. Padilla in the Foreign Office this morning for the _ 
purpose of discussing major oil policy and was prepared to do so on — | 
the basis of the memoranda under reference and of the Department’s 
telegram No. 1955 of. November 12,3 p.m. Dr. Padilla said that he 

_---was prepared to enter into these discussions.. He said that the Mexi- | 
can.Government had been giving very careful consideration to the | 
problem of major oil policy. He said that he was fully familiar with | 
the importance of the problem from our point of view as well as the 7 
Mexican point of view and of the advantage to this country. He | 
realized the enormous strain we were placing upon our oil resources | 

, in the United States as a major burden for supplying most of the oil | 
and lubricants for the war effort wasfallngonus. =. | | 7 

Dr. Padilla said that. he had discussed this matter with the Presi- | 
| dent a few days ago and that under.directions of the President he | 

was entering into discussions first with.Mr. Buenrostro, the head of | 
Pemex, and Mr. Suarez, the Minister of Finance, who is on the Board | 

of Pemex. The Minister said that while he had quite well in mind | 
the memoranda to which I have made reference in this despatch he —Ss_ | 
would wish to refresh his memory and have certain conversations with j 
Mr. Buenrostro and Mr. Suérez before he entered into detailed dis- 
cussions with me. . . . The Minister, however,said that the President = =—s | 
and he were conscious of the fact that Mr. Buenrostro still believed =| 
that it would be possible for Pemex on its own to. adequately develop __ : 
the Mexican oil resources—and without the help of foreign private 
companies and capital. The Minister said that he thought that Mr. 
Sudrez had a more understanding point of view so far as the necessity, _ 

for the intervention of foreign companies and private capital ‘were | 
concerned. He had, therefore, made arrangements to meet with 

_  -Mr, Suérez and Mr. Buenrostro before the end of this week in. order : 
to have a thorough discussion of this point. He made it clear that 
it would be necessary to convince Mr. Buenrostro of the fact that | 
Pemex on.its own resources would not be able adequately to develop 
the Mexican oil resources. | . oe es 

I said to the Minister that I was happy to hear that he and his 
associates were giving this continued and careful thought and to : 

| have this expression of his views. I said that as he knew, it was my | 
_ opinion, and the opinion of my Government, that Pemex under the i 

461-035-6431 a |
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most favorable circumstances would not be able to develop the 
Mexican oil resources adequately within the next 50 years and by that 
time another fuel might have been discovered which would make the 
potential oils under the Mexican soil of no avail. I said that he | 
realized from the memoranda which we had submitted that we 
envisaged the collaboration of American companies, and of foreign 
companies if the Mexican Government so saw fit, in the form of 
contracts with Mexico. I said that the matter had constantly a 
greater urgency and that I hoped that we would be able to renew our 
conversations very shortly. | a 

_ The Minister said that he thought a great deal of ground would be 
gained if he had this conversation first with Mr. Suérez and Mr. 
Buenrostro and that immediately thereafter he would get in touch 
with me. He said that in the meantime he would also again study 
very carefully the various memoranda which we had submitted, which, 
however, he felt he had well in mind for he had been giving this 
matter constant thought. | ee 

With reference to the Department’s telegram No. 2050 of Novem- | 
ber 27, noon,? covering the conversation with Mr. Garfias of the 
Cities Service, I thought it advisable in view of approaching con- 
versations between the Minister and Mr. Sudrez and Mr. Buenrostro 
to inform him of the fact that Mr. Garfias has been discussing the 
matter of his company with Mr. Sudrez, the Minister of Finance. I 
told the Minister that we had informed Mr. Garffas that it has been 
and was the view of the Department and of this Embassy that it would 
be more desirable to await the conclusion of the conversations between 
our Government and the Mexican Government before specific conver- 
sations with the Mexican Government or Pemex were entered into with 
private companies. I said that Mr. Garfias had indicated thatinhis 
opinion Mr. Sudrez was empowered to negotiate an agreement with 
Cities Service and I said that I doubted this in view of the fact that I 
doubted whether the Mexican Government would be prepared to pro- 
ceed in conversations with an individual company before it had made 
any determination of policy. The Minister indicated that this was his 
view. | | | ) | | 

I shall keep the Department fully informed of developments and 
| I shall keep this matter actively before the Minister of Foreign Affairs 

and the President. - - | 
Respectfully yours, G. S. Mxssersmrru 

* Not printed. | |
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812.6363/8046 Oe — | 

The Ambassador in Mewico (Messersmith) to the Secretary of State — 

| oe ms [Extracts] oe | 

No. 14904 México, D. F., December 20, 1943. 
a _ [Received December 27.]. | 

-Srr: I have the honor to refer to my strictly confidential despatch 
no. 14524 of November 30, 1943 with respect to the conversations | 

- which I have been having with the Mexican Government on major sd 
oil policy in which I referred particularly to the Department’s strictly | 
confidential telegram no. 1955 of. November 12,3 p.m. _ So | 

I was finally able to make an appointment with the Minister of | 
Foreign Relations, Dr. Padilla, fora full discussion of major oil | | 
policy for December 20 at noon. I had at least a three hour conversa- 7 
tion with him on this matter which, on the whole, was most | ) 

| encouraging, = = = | 3 | : 
Although, as the Department is aware, I have been in constant ) 

touch with the Minister of Foreign Relations on questions of major | 
oil policy which I have also discussed from time to time with the | 
President of Mexico, I had not been able recently to have any dis- ; 
cussion with respect to details in view of the fact that the Minister , 
informed me that he was actively pursuing conversations under di- | 
rective of the President with various of the members of the Govern- | 

ment more particularly interested in this matter. - | | | 
In view of the increasing urgency of the Mexican Government | | 

| reaching a decision with regard to major oil policy, I thought it ! 
_ desirable for my conversation with the Minister today to prepare for | 

my own assistance and guidance a memorandum of points to be dis- | 
cussed during the conversation. I, therefore, prepared yesterday a 

| very full statement covering in résumé the two major memoranda 
_ which I have left with the Mexican Government in August of last 

year* and early this ‘year,‘ as well as sufficient detail to cover the | 
basis of full consideration by the Minister and his associates. | 

. . . He said that he understood that we were in complete agree-: | 
| ment as to the recognition of the principle that all subsoil rights were | 

the property of the Mexican Government and people. I assured him 
that we were. He said that he took it for granted that we were in 
agreement that the American companies and American capital should _ | 
come in not through concessions but rather through contracts with | 
Petroleos Mexicanos or the Mexican Government which contracts. : 

_ *See instruction No. 1336, August 6, 1942, to the Ambassador in Mexico, 
Foreign Relations, 1942, vol. v1, p.528. 7 oo +t 

| *See footnote 84, p. 458. - | | Co )
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would clearly define the limits of action of the companies. I said on 

this point: there would be no question. The Minister said that he 

- understood that we were in agreement that the refining and distribu- 

tion of oil for Mexico’s own purposes and needs should not in any way 

be touched by these contracts as these would remain monopolies of 

Pemex. I said on this point I felt sure there would be full under- | 

standing and no lack of agreement but I expressed the hope that the 
Mexican Government would not in its declaration of policy altogether 
exélude the possibility of American companies refining some of the 
oil which they produced in Mexico with the understanding, of course, 

that the production would be first available to Petroleos Mexicanos — 

for internal use in Mexico at fixed prices—if so desired. I said that 

I thought it’ would not be advisable in the interest of the Mexican 
economy or industry to close the door entirely to the eventual possi- 
bility of some of the American companies being permitted to engage 
in refining operations as long as such operations did not conflict. or 
compete with those of Pemex. The Minister expressed a good deal 

of understanding of this point of view. The Minister further said, 
of course, that it would have to be understood that all questions — 
affecting labor, etc., in-connection with the refineries were under the 

| complete authority of the Mexican Government and that companies 
brought in under contract would not claim any special privileges in 
this connection. I told the Minister that I was sure there was full 
understanding of this by'the companies. = = 

- The Minister said that on the.basis of these general understandings __ 
he thought he was making progress with the other members of the Gov- 
ernment towards a definition of major oil policy. The Minister said 

that his Governmént was very glad to discuss this matter with us prior 
| to reaching its decisions on major oil policy, as it considered it of 

primary importance that Mexico and the United States should work 
together in this matter. He said, of course, once the Mexican Govern- 
ment arrived at its decisions with respect to oil policy, they would be 
made as a unilateral statement-of the Mexican Government but he was 
exceedingly hopeful that the policy formulated by the Mexican Gov- 
ernment would be entirely satisfactory to our Government before it 
was put in final form. .He. considered this as absolutely essential in 
view of the fact. that as he saw it, American companies and capital 
could and should play the.major part in the development of Mexican 

oil resources so faras foreign capitalisconcerned. <° ae 
_ In this connection the Minister made some interesting observations | 
with regard to the negotiations.under progress with Great Britain 

for the settlement of the expropriation of the British and Dutch com- 
panies and I will refer to-this-in another. communication. It is in- 
teresting, however, to note that from the Minister’s conversation, it
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was obvious that he is of the opinion that Mexico’s oil policy must: be — | 
more closely coordinated with that of the United States than with that _ 
of any other country. The Minister is deeply appreciative of the im- 
portance of Mexican oil resources and reserves as.a matter of con- | 

= tinental security and also as a matter of primary concern to us because 
of our rapid exhaustion of our reserves due to the tremendous amount 
of oil we are putting into’ the War effort. I gathered from his con- 

_ versation that the attitude towards American capital and-American - _ ! 
companies was favorable and that the Mexican. Government. would | 

| look with more favor on American capital and companies in this rela- | 
tionship with Pemex than that.ofothercountries. «=. 9... : 

_ In this connection I may say that I have endeavored ina very proper — | 
_ way to emphasize to various officials of the Mexican Government. the 

| importance which I attach to our companies being given.a chance and | 
perhaps preferential treatment but at least a first chance in view ofthe ; 

| fact that in many respects they are in a better position to.aid inthe ! 
development of Mexico’s oil resources than those of any other country. : 
I feel sure that the President and the Minister of Foreign Relations — | 
share this idea. I am not yet certain to what degree it is shared by | 
other members of the Government. | Bap ccasestees | : 
The Minister stated that he realized the. essential Importance of | 

Mexico’s reaching rapid action on this matter and that he would do | 
| everything to facilitate the formulation of a statement of major oil | 

policy. He gave me the hope that the matter was developing in a very | 
satisfactory way and that he would soon have “very good news” for me. | 

He understands that it is my intention to leave here around January : 
10 or 11 for a two weeks’ stay in Washington and he said that he hoped : 

that before I left I would have some very definite and favorable in- | 
formation which I could transmit to the Department at that time... ~ | 

| _ The Department will understand that my leaving this informal | 
memorandum hereto attached * with the Minister does not undertake | 
any commitment for our Government whatever as I made it clear that 
the memorandum had been prepared for my own guidance only during | 
my conversation with him and that I was leaving it with him specifi- 
cally with the understanding that it was an informal and unofficial | 

_ document which might be of some use to him in the consideration’ he 
would givetoourconversationofit, = = 0 REDE es 

Respectfully yours, = GS. Messersurra , 
* Not printed. Sey Be Boe . ve : ce es Pe |



476 FOREIGN RELATIONS, 1943, VOLUME VI | 

EFFORTS OF THE UNITED STATES AND MEXICAN GOVERNMENTS TO 
- ELIMINATE AXIS INFLUENCE FROM MEXICAN FIRMS AND TO PLAN 

_ THEIR OPERATION oe | - 

740.00112A European War, 1939/16292: Telegram | | 

The Secretary of State to the Ambassador in Mexico (M essersmuth) 

Se | WaAsHINGTON, January 13, 1943—4 p. m. 

79. From Acheson. The Department, as you are aware, is fully 

cognizant of and sympathetic with the difficulties which confront. the 

Mexican Government in its program of eliminating Axis influence 

from the Mexican firms which were placed in category I in your 

despatch no. 3415 of August 19, 1942.7. At the same time the Depart- 

ment wishes to take all practicable steps to terminate.as soon. as. pos- 

sible the present situation which is unsatisfactory both from the point 

of view of the Mexican Government and hemisphere defense. The 

appointment of governmental interventors has, in the eyes of the 

Mexican public, substantially removed the stigma which previously 

attached to firms included in the Proclaimed List, and to this extent — 

has seriously impaired the effectiveness of the Proclaimed List 

program. | | 

‘During the present period following intervention and prior to vest- 

ing no adequate local controls have become effective to compensate for 

this serious impairment of our Proclaimed List controls. In addition, 

during this period, no names have been or are being added to the Pro- 

claimed List for Mexico although facts have been reported which 

would ordinarily result in such inclusions. In as much as the pro- 

cedure which has been agreed upon for the establishing of supple- 

mentary local controls by Mexico is being watched with considerable 

interest as the basis for meeting similar problems in other American 

| republics, the Department believes that it should do everything that 

it can to assist in a successful conclusion of this program, which has 

been agreed upon by the Department and the Mexican Government, 

- € Dean Acheson, Assistant Secretary of State. | | 
* Despatch No. 3415 of August 19, not printed. The Ambassador enclosed a 

memorandum dated August 10, 1942, agreed upon with the Department which he 

had presented to the Mexican Minister for Foreign Affairs (Padilla). This 

memorandum explained at length the “Proclaimed List of Certain . Blocked . 

Nationals” and had as annexes lists of firms on the Proclaimed List domiciled 

| in Mexico, divided into three categories: The first category contained the names 

of those persons and companies whose business was essential to Mexican economy ; 

the second category contained those of little economic importance ; and the third 

included the names of Japanese, Italians, and Germans who should remain on 

the Proclaimed List. " : 
The memorandum expressed the desire of the Government of the United States 

to cooperate closely with the Mexican Government in eliminating enemy 

interests. | 
The Ambassador reported that. the Mexican Minister for Foreign Affairs had 

told the Ambassador that he could depend upon the most loyal collaboration of 

his Ministry and the Mexican Government. | |
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| for adjusting Proclaimed List controls to the economic and defense 
needs of Mexico. —_ a re 

Undoubtedly both the Policy Council and the Committee of Vigi-_ 
lance and Administration by now have a clear conception of the prob- | 

_ lems faced by Mexico in executing its agreement last August.’ It is 
_ realized that these problems may be substantial and it is also believed | 

that this government may be of assistance in meeting some of them. — | 
The Department, however, does not have sufficient information re- — 
garding the character of the assistance which may be indicated and 
the time when it may have to be supplied. Accordingly it is believed 
that your forthcoming visit ° will offer a valuable opportunity for the _ 

_ Department and the other interested government agencies, such as 
BEW,” to review the progress which has been made and to explore 
fully the problems involved. 7 

_. The Department will be interested in discussing in particular the ! 
following topics relating to the execution of the program: oe | 

1. The exact nature of any difficulties which may be confronting | 
the Mexican Government in this connection, e.g., whether the Mexicans , 
are faced with any difficulties because of their comparative inexperi- : 
ence in certain industrial enterprises, the dearth of managerial and | 
technical personnel, unavailable local capital, or the lack of trained. | 
governmental administrators; whether the government is confronted | 
with any serious problem because of the influence of the undesirable | | 
firms in deterring the government in the execution of the program. —  — | : 

_ 2, What progress the Mexicans have made in planning solutions __ | | 
to the problems confronting them? Whether the Mexican authori- | 

| ties have set for themselves any date at which it may be expected that | 
_ a substantial number of the undesirable firms will have been vested 

following the elimination of all pro-Axis elements. We shall be | 
_ particularly interested in being advised as to whether the Policy Com- | 
mittee and the Committee of Vigilance and Administration have | 

_ formulated any overall program and any concrete plans for specific | 
_ firms or industries. The Department is, of course, aware of the | 

tentative plan that the American Cyanamid Company assume the | 
Management of the chemical, drug and pharmaceutical enterprises | 
which have been intervened. We should be interested to know | 
whether similar proposals have been made in respect of other types _ , 
of enterprises included in Category I. . | | | 

| 3. The extent to which United States private, technical or govern- | 
mental assistance, such as Export-Import Bank credits, may be re- | 
quired. In this connection it would be helpful to know whether the : 
Mexicans wish offers of assistance at this time and, if so, what form | 
such offers should take. The discussion of this topic will obviously 
be most fruitful if it can concretely be related to specific enterprises : 
or industries, i : 

® Apparently a reference to discussions reported in despatch No. 3415, August | . | 
19, 1942, from the Ambassador in Mexico ; see footnote 7, p. 476. | F 

_ ® The Ambassador left Mexico City for the United States on January 15, 1943, E 
and resumed charge of the Embassy on March 1. | aa | 

** Board of Economie Warfare. Deh eS oO
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a ‘4. The manner in which exports from the United States to Mexico 
may be affected, that is, whether a larger or smaller volume of exports 
from the United States’ will. be required. Would -the prospect of 
increased supplies to the reorganized enterprises expedite the .accom- 
plishment of the program? - =... ee 

5. The effect which it will have on the BEW’s imports program, 
that is, to what extent materials now exported to this country may | 
be ‘required by Mexico or to what extent: Mexico may augment its 
present:exportable surpluses to this country, = 2 

- 6. Whether it envisages the development of new industry. For 
instance, the American Cyanamid proposal apparently contemplates 
the development of new chemical industries, — ee 

~The plan that American Cyanamid Company should assume 
the management of vested drug and pharmaceutical enterprises. In 

the discussion of this.topic we should like to éxplore. the problems 

referred to in our A-894 of January 7,7:10p.m™ 0 0.0.00 ee 

You may wish to have one of your assistants accompany you in 

order to deal with the detailed problems which will be raised in 

Washington. [Acheson.] - : | 

740.00112A European War 1939/24864 oe | 

The Chargé in Mewico (Bursley) to the Secretary of State 

| No. 6980 = _. México, D. F., January 26, 1943. 

- es | [Received February 5.] 

Sir: I have the honor to refer to the Embassy’s Despatch No. 2045 
of June 13, 1942, which was accompanied by the text of the Mexican | 

decree, which relates to the subject of trading with the enemy, the 

Regulations pertaining thereto and the English translations thereof.” 

~The Embassy has ascertained that the Board of Administration 
and Vigilance which, under the promulgated Regulations, isthe body __ 

authorized and empowered to administer the intervented properties, 

has initiated action for the disposal of certain of the seized concerns. 

- The findings of an investigation undertaken by the Embassy are 

furnished for the Department’s general information and also as a 

matter of possible particular interest since it is conceivable that per- — 

sons who are interested in acquiring these concerns from the Mexican 

Government, may seek to finance their purchases or their subsequent 

, operations through the introduction and utilization of American 

| capital | pee | 
‘El Nuevo Japon, S. A., was the first of such seized firms to be offered 

for sale. In the issue of the Mexican official publication, Diario 

Oficial, of December 8, 1942, a notice appeared inviting interested 

persons to present bids for the purchase at public auction of the inter- 

” Not printed. a | 
72 None printed.



vened concern, El Nuevo Japén, S. A., which notice contained detailed | 
information relating to the time, place, terms, and conditions of the | 
‘proposed sale. The Spanish text and an English translation thereof - 
are attached hereto as enclosures." hey SO , 

Advertisements of the sale of several other seized concerns have 
_. since appeared in the Diario Oficial. Attached hereto as an enclosure 

is a tabulation containing the names of, and brief information con- | 
cerning each of such concerns.* The wording of the published Notices 
is substantially the same for each case except, necessarily, in respect 
of names, dates,termsofsaleetceteran =  . ©... | 

The Embassy will continue to gather and assemble data respecting  __ | 
additional seized businesses which may be offered for sale in the : 
future and will submit periodic reports thereof to the Department. : 

_.« Respectfully yours, _ For the Chargé d’Affaires a. i. : ERE Corvnigs “A” Bay 

740.00112A European War 1989/24873. ee ) 

The Chargé in Mexico. (Bursley) to the Secretary of State | 

—  No.7000. i isti‘—=~‘—Sts*sSS Mbt, D.. F., Janurary 29, 1948. | 
So cu g¥pee MEE [Received February 5.] | 

_ °. Sir: I have the honor to refer to the Department’s Circular Instruc- __ | 
_ tion dated December 17, 1942,* File No. 740.00112A European War, | 

—-1939/22236B, entitled “Vesting, Forced Sale and Intervention of _ | 
Proclaimed List: Business. Enterprises Essential to the Local 4 

_ Economy,” wherein the Department discusses the best means of re- | 
moving undesirable interests from those business enterprises essential , 
to the economy of the nation in which the Mission is located. The ) 
circular together with the two enclosures transmitted therewith have | 
been. of considerable assistance to the Mission in considering these | 
problems, although, under the peculiar conditions existing in Mexico | 
certain of the Department’s observations set forth under the Instruc- | 

tion under reference, such as, the classification of Proclaimed List | 

firms, are not applicable to the problems confronting this Mission. . és 
_ In its despatch No. 6930, dated January 26, 1948, entitled “Inter- ! 
vention -by the Mexican Government of Firms on the Proclaimed | 
List,” this Mission submitted to the Department the names of certain . 
Proclaimed List firms made the subject of forced sale by the Mexican - 
Government. In connection with these sales, the Embassy knows of - 
no instance where financial aid or technical or managerial assistance is | 
needed. Any such instances coming to the attention of this Mission 

2 Enclosures not printed. OO : | - oon a S 

“ Not printed. a nae |
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will be promptly reported to the Department, in accordance with the 

provision of the Instruction under reference; as will also additional 

information obtained regarding the sales mentioned in the Embassy’s 
despatch No. 6930 cited above or regarding any additional sales ad- 

- vertised by the Mexican Government. so | 

Respectfully yours, For the Chargé d’A ffaires a. 1. 

| | Crartes A. Bay 
| | | Commercial Attaché 

| 740.00112A European War 1939/25228 

, The Chargé in Mexico (Bursley) to the Secretary of State 

[Extracts] — 

No. 7286 | Mexico, D. F., February 8, 1948. 
| , _ [Received February 13.] 

Sir: I have the honor to inform the Department that a conference 

a was held at the Foreign Office on January 25 between Mr. Tello,*® | 
the Commercial Attaché ?* and the Economic Counselor?” on several 
different subjects, including: (1) the Proclaimed List; (2) seizure of 
intransit rubber; and (3) payments to Switzerland for merchandise. 
This was the first of a series of informal conferences to be held at 
the suggestion of the Foreign Office in order that various subjects 
might be treated informally instead of by means of the more formal | 

| procedure of notes or memoranda. This despatch treats only that 
part of the conversation which concerned the Proclaimed List. 

Mr. Tello-said that the Inter-Secretarial Committee, composed of 

Cabinet Ministers, had reached the conclusion that the Mexican 

Government had taken very strong and advanced measures in the case 

of intervented Axis firms, in fact, much stronger and more severe 
than had been the action by most other nations. Mr. Tello said that, 
however, this was not the reason why the informal conferences had 

been suggested, but, the Inter-Secretarial Committee wanted our 

Government to know that certain insurmountable difficulties had been 

encountered by the Mexican Government in its attempt to carry out 

all of the provisions of the Alien Property Law. He stated that 

under the circumstances it was decided that through informal con- 

ferences an avenue of procedure could be worked out which would be _ 

acceptable to the American Government as well as feasible for 

execution by the Mexican Government. a | | 

In summary, the suggestions of Mr. Tello are that (1) intervented 

| 5 Manuel Tello, Chief of the Diplomatic Section of the Mexican Foreign Office. 
. * Charles A. Bay. - a | 

_ ™ Thomas H. Lockett. | | | oe
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firms which have been sufficiently freed of undesirable elements should 
be removed from the Proclaimed List; (2) those intervented firms not a 

| sufficiently freed of undesirable elements to warrant removal from 
_ the Proclaimed List should be studied and suggestions made as to 

what requirements must be fulfilled to cause their removal; (3) those 
companies on List III of sufficient size to warrant intervention should 
be suggested for such action; (4) those companies on List IIT not of 
sufficient size to warrant permanent intervention should be listed for 
closing; and (5) individuals on List III could not be placed on a 

~ Mexican blacklist, but should be retained on the American Proclaimed 
List. | Oo | ) 

The above-described conference with Mr. Tello is of particular 
_ Importance because of the very unsatisfactory situation which had , 

developed in reference to the intervented Axis companies. The in- 7 
_ terventors in these companies are direct representatives of the Federal ) 

Government. They have taken over the management, accounts, prop- | 
erty and transactions of the companies. The Mexican Government | 
has taken the position that these companies are now under the full 
jurisdiction of the Government and, therefore, there should be no in- 
terference in any transactions which they perform or which are , 
performed with them within Mexican territory. These intervented , 

- companies are sending out orders to non-Proclaimed List companies | 
| in Mexico which are signed or approved by the Federal interventors. | 

If the non-Proclaimed List company refuses to supply the materials = ss 
on the basis that the intervented company is upon the American Pro- | 
claimed List, then, the interventor immediately takes the matter up | 
with the non-Proclaimed List company on the basis that it is refusing | 
to sell to a company under the management of the Federal Govern- | 
ment. The Department will well appreciate that this places usin a _ 
very embarrassing and uncomfortable situation, because in many | | 
cases imported American products are involved. The situation be- | 
comes more embarrassing when the non-Proclaimed List company 

_ asks the Embassy as to whether or not it should supply the material 
to the intervented company which is still upon the Proclaimed List. 
In other words, as matters now stand with reference to the inter- | : 
vented companies, many non-Proclaimed List companies are afraid 
not to supply the requests of the former, because of action which | 
might be taken against them by the Federal Government. Conse- | 
quently, the effects of the Proclaimed List, as far as transactions with 

_. intervented companies within Mexico are concerned, are being rapidly 
and surely annulled and the longer this situation is allowed to exist, 
the more chaotic it will become. Although these intervented compa- 
nies cannot import direct from the United States, under force of pres- ) 
sure they are causing companies which do import direct to sell them
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merchandise. The Embassy has never taken the position that it has 
‘any control over commercial acts performed within the territory of 
Mexico, but, it has observed very carefully such transactions with 

- *Proclaimed List firms and has recommended to the Department that 
‘companies in Mexico dealing with Proclaimed List firms be placed 

| upon the List so that they could not receive products from the United 
States. The pressure now being employed by the interventors is 
producing quite an unsatisfactory situation as far as the Proclaimed 
List is concerned and, therefore, the results of our conversation with 
Mr. Tello are of vital importance in arriving at a solution of the 
Proclaimed List problem in Mexico. | | | 

_ What Mr. Tello suggested is nothing other than the beginning of 
the solution of the second half of the Proclaimed List problem as sug- 
gested by Ambassador Messersmith to the Foreign Office. This un- 
satisfactory interim period was anticipated and could not have been 
avoided, therefore, the quicker the solution for the second half of the _ 
problem is put into effect, the sooner will the entire problem be satis- 

factorily disposed of. s oo co 
~The Department’s viewpoints on this subject are very urgently 
requested. A copy of this despatch is being forwarded for the per- 
sonal attention of Ambassador Messersmith who is familiar in every 
detail with this problem. The subject of this despatch has been fully 

| discussed with the Chargé d’Affaires ad interim. == = 
~ Respectfully yours, For the Chargé d’A ffaires ad interim: 

: a Be : Tomas H. Locxerr 
a Counselor of Embassy for Heonomic Affairs 

| -740.00112A Buropean War 1939/25921 (8 Ee cess | 

‘Lhe Chargé in Mexico (Bursley) to the Secretary of State — 

No.7585 2 Mexico, D. F., February 20, 1943. 
| | CO Seeegh _... [Received February 25. ] | 

_ Str: I have the honor to refer to the Embassy’s despatch 7286 of 
February 8, 1948, concerning the conference at the Foreign Office on 

_ January 25, 1943, between Sefior Tello, the Commercial Attaché and 
the Economic Counselor of the Embassy with regard to Proclaimed 
List matters, and to inform the Department that following Sefior 

oe Tello’s promise to submit to the Embassy a statement of the action 
taken. by the Mexican Government. with respect to intervened firms, 

the Embassy received a memorandum dated February 18, 1943 ** con- 
taining data‘on this subject. Sefior Tello recently telephoned the 
Embassy, stating that he desired to confer with Messrs. Lockett and 

| Not printed. ee : a
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Bay concerning Proclaimed List matters in. general, as well:as with , 
regard to several specific cases. The date set for the conference was 
February 18 at 5 p.m., and accordingly, Messrs. Lockett and Bay pre- 
sented themselves at the specified hour. Sefior Vicente SAnchez 
Gavito, Assistant Chief of the Diplomatic Section, was also present. 

[ Here follow three paragraphs dealing with specific cases.}] 
The three memoranda mentioned herein ® related to reports thatthe 

| officials of the Embassy, as well as some American consular officers in 
_ the Republic, were warning various firms and individuals not’ to pur- | 

chase from firms intervened by the Mexican Government. Mr. | | 
Lockett: observed that the Embassy as well as the consular officers 

_ were informing all persons that purely domestic transactions did not ) 
come within their consideration in connection with the Proclaimed _ | 
List, except insofar as it was necessary to point out that. persons or : 

, firms dealing with Proclaimed List firms and individuals and who’ 
‘might later seek importations from the United States were liable to 
find that the United States Government would deny export permits | 
of material to such persons. In other words, Mr. Lockett made it — _ : 

| clear that in the application of the Proclaimed List, officials of our . 
| ‘Government were careful to avoid the appearance of interfering in | 

domestic transactions; but in some transactions, persons trading with | 
_ Proclaimed List firms might later wish to make importations from | 

the United States. Persons or firms falling within this category, Mr. | 
Lockett emphasized, might find difficulties in obtaining importations __ | 

_ from the United States. This distinction, Mr. Lockett observed, 
might be the cause of the confusion in the reports reaching the Mexi- | 

_ ¢an authorities that our consular officers had warned against purely | 
_ domestic transactions, which was not of course the desire of the | | 
Embassy. gh SEE REE, Na gegen ashe so : 

Copies of the memorandum left with Messrs. Lockett and B ay are | 
hereto attached. pe ae | 

In conclusion, it is desired to point out that Sefiores Tello and  _ | 
_ Sanchez Gavito were pleased with the result of the conference ahd 

said they would await the fixing by Mr. Lockett of a future date for 
continuing the conversations. - So ee | | Respectfully yours, . For the Chargé d’Affaires ad interim | 

ee a re Cartes A. Bay ©
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740,00112A European War 1989/25971a | hen | - 

The Assistant Secretary of State (Acheson) to the Chargé in Mexico 

| | | — (Bursley) — | / 

| | _ ‘Wasuineron, February 23, 1943. 

My Dzar Mr. Burstey: A few days ago several officers of the De- 

partment and I had a lengthy discussion with Ambassador Messer- 

| smith concerning the progress being made by the Mexican Government 

in cleaning-up Proclaimed List’firms in Mexico. We indicated to the 

Ambassador that we were disturbed at the apparent slowness on the 

| part of the Mexican Government to take effective action and that we 

desired to know whether there was anything which the Department 

could do which might help the Mexicans to speed up their program. 

The Ambassador detailed to us the problems which the Mexicans had 

to face in carrying out such a program and the difficulties which the 

Embassy had encountered in attempting to obtain speedy action. 

During the course of the conversation the Ambassador was asked 

whether there was a lack of desirable financial resources in Mexico to 

take over Proclaimed List firms which were essential to the Mexican | 

economy and, if so, whether an offer of financial assistance from this | 

Government might help to remedy this difficulty. We indicated to 

the Ambassador that this Government was prepared in appropriate 

cases to offer such assistance through the facilities of the Export- 

Import Bank in connection with the replacement programs instituted 

! by the other American republics where the firms involved were es- 

sential to the local economies. The Ambassador replied that there | 

| was a lack of desirable financial resources to take over Proclaimed | 

| List firms essential, to the Mexican economy and that this was a factor 

which hampered the Mexicans in pushing their program to a successful | 

conclusion. He stated that he thought that an offer of financial as- 

| sistance from us might be very helpful to the Embassy staff nits 

negotiations with the Mexican Government. _ 

We told the Ambassador that a circular instruction on the role of 

| United States financial assistance in programs for the cleaning-up of 

Proclaimed List firms essential to the economies of the other American 

republics was in the process of preparation and would be forwarded 

to the missions very shortly.2° That instruction would give the Em- 

bassy the necessary information upon which to base discussions with 

the Mexican officials. The Ambassador indicated, however, that it 

might be very helpful if you and Mr. Lockett knew of the possibility 

of United States financial assistance as soon as possible. He believed 

that this would give you and Mr. Lockett an opportunity to think 

about the matter before the circular instruction arrived and possibly 

even discuss it in a general way and informally with the appropriate 

” This instruction was not issued until June 18, 1943; not printed.
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| Mexican officials. In the meantime, the circular instruction of Decem- 
| ber 17, 1942 7*\(page2) may also be of assistance. __ 

We in the Department are most anxious to do everything possible 
to assist the Mexicans in carrying out an effective program of economic 
warfare. If United States financial assistance in connection with the 
taking over of Proclaimed List firms will be of help in this connection, — 
we are prepared to do everything possible to see that such assistance is | 
made available. I realize that it will be difficult for you to explore | 
the possibilities involved in the availability of United States financial — _ 
assistance without first having a blueprint of the manner in which | 
such assistance would be made available. However, the information in _ 
this letter should give you something to start on and, as a matter of 
fact, it would be advisable for you not to go into details with the 
Mexicans or make any final commitment to them until we have first 
brought the possibility of such assistance to their attention and 
obtained their views. => | So | 

After you have had an opportunity to consider the question raised a 
by this letter, I shall be happy to try to give you any further informa- __ | 
tion which you desire. | a | | 

Sincerely yours, ~ Dean AcHESON : 

812.659/88 : Telegram | | | | : 

The Secretary of State to the Ambassador in Mexico (Messersmith) | | 

a coe oe Wasuineton, March 24, 1948—9 p. m. | 

_ 4294, Embassy’s despatches no. 7700 of February 25, and no. 7803 
of February 26.2 If Embassy can secure copies of Pope” and | 
Garfis * reports on proposed nationalization of chemical and pharma- | 
ceutical companies, please expedite transmission to the Department. | 
In the meantime, you are requested to refrain from expressing ap- | ! 

proval of the American Cyanamid’s proposal * either to American | 
Cyanamid or to the Mexican Government. The proposal is now being | ) 

| studied by the Department, and the Department may wish to disap- | 
_ prove certain elements in the plan, or to recommend an alternative. _ | 

. You are also requested to transmit to the Department any informa- _ | 
tion you may have on whether the proposed plan contemplates that 
either Quimica Farmaceutica, S.A. or Ingenieros, S.A. will be granted _ | 
a franchise empowering it to control all imports of chemicals, drugs, | 
cosmetics, and allied products. - | , a 

| se : a Horn 

* Not printed. — ee OS 
2 Neither printed. 7 | — F 

* Col. Frederick Pope, representative of the American Cyanamid Company. | E 
* Presumably Valentin Garfias, of the Cities Service Company. = | : 

| * A proposal to operate the pharmaceutical and drug companies intervented a: 
by the Mexican Government because of alleged Axis associations. | j
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740.00112A Buropéan Warl939/27952 °° I 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

No.8754=2=- ts. Mx, D. F., March 27, 1948. 
| Se oe + [Received April 1.] 

Sm: I have the honor to refer to the Embassy’s despatch No. 8146 

of March 11, 1943,* concerning a conference at the Foreign Office on 

a March 11, 1943, regarding Proclaimed List matters between officials 

of the Ministry of Foreign Relations and the Ambassador, who was 

accompanied by the Counselor of Embassy for Economic Affairs and 

the Commercial Attaché. In the third paragraph of this despatch, 

reference was made among other things to a brief discussion that _ 

took place on this occasion with regard to the desire of the Ambassador 

to have certain information concerning the status of German firms in 

- which the Mexican Government has intervened. The Under Secre- 

) tary, Sefior Torres Bodet, gave a short exposition of the Mexican 

a viewpoint and suggested that the questions be submitted in the form 
of a memorandum, in order that the Foreign Office could prepare: a 

reply giving in detail the information he gave in substance. There 

is now transmitted herewith for the Department’s information a copy 

of the Embassy’s memorandum incorporating questions as submitted 

by the Embassy, and also a copy of the memorandum received in reply 

: from the Foreign Office together with an English translation thereof.” 

The communication from the Foreign Office states in definite terms 

that the title of ownership of the intervened firms has been transferred 
to the Mexican Government, which has the right to administer or _ 
dispose of the properties subject to final disposition by the Congress 

at the termination of the state of war. During the period between: 

intervention and final disposition of the properties by the Congress, 

the original owners have no title or any right to the properties, and 

neither the owners nor the employees removed from the companies 

have any connection with those companies. The compensation being 

| paid to the original owners.and employees removed from the com- | 
| panies is said to. be a concession based upon humanitarian considera- 

tions and is being paid in monthly installments for subsistence 

purposes so long as the beneficiaries conduct themselves in a proper: 

manner. ts ee ere me 

_No reference has been made in the various informal conversations. 
with the Foreign Office officials on this subject, to the status of trade 

| marks, copyrights and patents belonging to the intervened firms. This 

subject will be taken up by the Embassy in order to obtain, if possible, 

* Not printed. | oe a —— 
* None printed. | | a
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the intentions of the Mexican Government with respect. to this branch — 

_ Respectfully yours, + For the Ambassador: 

(OEE ee Commercial Attaché 

812.659/50 BE oe oS 

_ The Ambassador in Meuico (Messersmith) to the Secretary of State 

No. 9468 9 | México, D. F., April 22, 1948. 
peg our Pgh | -. [Received April 27.] 

Sir: I have the honor to refer to Embassy airgrams No. 859 of 
April 17 and No. 874 of April 19, which were in answer to instructions. 
contained in the Department’s telegram No. 561 of April 14 [23], > 
1943.2 The Department requested that the proposed contract between | 
the Mexican Government and the American Cyanamid Company be | 
submitted to it for consideration before final execution. In compli- | 
ance therewith, the attachment hereto consists of the following: ”° | | 
(1) a letter from Col. Frederick Pope to the Economic Counselor, | 
setting forth certain minor changes in the proposed contract; (2) | 
an agreement between the Mexican Government and the American — i} 

_ Cyanamid Company; (8) a contract of administration (Appendix B) | 
between Quimica y Farmaceutica, S. A. de C. V., a corporation to be | 
organized by the Mexican Government, and Técnicos Quimicos, S. A., | 
a.-corporation to be organized by the American Cyanamid Company ; : 
and (4) an agreement between Técnicos Quimicos, S. A. and the — | 
American Cyanamid Company, relative to the right of Técnicos : 

- Quimicos to use trade-marks, patents, etc. belonging to the American | 
Cyanamid Company. These various contracts and agreements are — 

set forth at length and in most instances are quite explicit of the | 
purposes intended and, therefore, many of ‘the details will not be 
mentioned in thistransmitting despatchh 8 | 

| _ The proposed agreement between the Mexican Government and the 
_ American Cyanamid Company, designated as (2) above, is nothing 

other than an agreement between the two parties to make a contract 
_ after certain conditions have been fulfilled. ‘The most important : 

conditions on the part of the Mexican Government are that the _ 
_ Government will establish a company to be called Quimica y Farma- me 

_ ceutica, S. A. de C. V.; that the Government will expropriate all the 
__- properties of all the intervented companies named in the agreement, _ | 

Including patents, copyrights, trade-marks, advertisements, etc., and. | 

88 None _ printed. re : | } 
» Documents not printed. . ce | Oo ; 

461—035—64——-382 | | | | F
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pass them to the governmental company; and the Government agrees 

that the governmental company, Quimica y Farmaceutica, will sign 
| a contract of administration of the named intervented companies with _ 

the company, Técnicos Quimicos, to be organized by the American 
Cyanamid Company. On its part, the American Cyanamid Company 
agrees to organize the administrative company, Técnicos Quimicos, 
S. A., and through the latter organization to sign a contract of 
administration with Quimica y Farmaceutica. 

: There is one very important point in this agreement to make a | 
| contract. It stipulates that the Mexican Government will expropriate 
| the intervented companies destined to form a part of the Government | 
| group to be administered by Técnicos Quimicos. This feature came 

somewhat as a surprise, at [as] it is believed that the Government | 
has the right under the Enemy Alien Property Law to transfer these 
properties as it sees fit, without resorting to expropriation. Col. 
Pope said that there seemed to be no objection on the part of the 
Mexican Government to expropriating the properties and that, in _ 
fact, this procedure would best meet the situation. If the properties 
are expropriated, it would mean that the original enemy owners could 
not anticipate the return of their properties after the war, but, they 

| ‘would hold the right to demand payment under the Expropriation 
Law. In the case of enemy owners, such funds paid to them would 
be blocked by the Bank of Mexico to await the decision of the Congress _ 
after the termination of the emergency. If the Mexican Government 
is willing to expropriate the properties in question, it would probably 
afford the greatest guarantee that the properties themselves would not 
‘be returned to the original owners. 2 sis . 

The contract of administration (Appendix B) would be signed be- 7 
tween the Government-controlled company, Quimica y Farmaceutica, 
S. A. de C. V., and Técnicos Quimicos, S. A.,a company to be organized 

| ‘by the American Cyanamid Company, to operate and administer the 
cited properties. As it is understood that the provisions of this con-. | 
tract are mutually acceptable to both parties, its importance arises 
“not so much from its details as from the advisability or inadvisability 
of creating a huge pharmaceutical, chemical, dye, etc. industry in | 
Mexico. It is well to bear in mind that.the company to be organized 

: by the Mexican Government, Quimica y Farmaceutica, will be owned =| 
and controlled in its majority by the Mexican Government. This | 
company will be the sole owner of the properties to be passed to it 
for administration and operation by Técnicos Quimicos. If these | 

| ‘intervented companies were being bought and organized into a single 
group by a private corporation, there would be many reasons to look 
upon such action with disfavor, because it would constitute a state of 
private monopoly. It is not believed that the Mexican Government
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would permit the creation of a private monopoly of this nature. 

Under the proposed procedure, the Mexican Government will be in-- 

| direct. owner of the properties and can exercise a control over the activi- 

ties of Técnicos Quimicos to such an extent as it may think advisable to 

prevent monopolistic tendencies to the injury of competitors. In this | 

respect, reference is made to Article Ten of the agreement to be signed 

by the Mexican Government and the American Cyanamid Company, | 

- -~which states that it is “the desire of the parties to this agreement . . .° a 

to encourage the free and unrestricted development of the Mexican _ 

chemical industry, and nothing contained in this contract, nor in — 

_ Appendixes B and C hereof, is to be construed as intending to prohibit 
or restrain any other company from engaging in similar businesses in 
Mexico, or manufacturing, importing, selling or exporting chemical 
products of any kind.” | | | | | 
~The administrative contract between Quimica y Farmaceutica and | 

Técnicos Quimicos will expire on December 31, 1949. It contains a 
provision for an additional period of three years, provided, notice of 
discontinuance is not given by either party six months prior to the 
expiration date. This means that during the six-year period Técnicos | 

Quimicos will organize the cited industries into one group and it is 
believed that under the management of Cyanamid a very formidable | 
pharmaceutical, chemical, dye, paint, etc. industry will result. This | 
industry will undoubtedly manufacture many products which orig- | : 

| inally came from Germany and other countries of Europe and, in 
addition, a number of products which were imported from the United | 
States. At the end of six years, the Mexican Government can dis- _ | 
charge the American Cyanamid Company and assume the administra- | 
tion of the organization developed by the latter. A period of six _ | 
years into the future is too.long to hazard a prediction, but, it is prob- | 

ably safe to say that such a huge and intricate industry would continue | 

_ to need the management and consultation of such a company as ) 
American Cyanamid. Nevertheless, there is always the risk that after | 
the six-year period of administration by Cyanamid, the Germans | | 
might gradually work into the organization, or, that the German | 
pharmaceutical, chemical and dye industry, re-established after the | 

| war, might. secure the predominance of sales to the Government-owned | 
industry. In spite of this possibility, however, the re-entrance of =~ —fgX 
Germans into their formerly-owned companies will be much greater 
if some such plan as that suggested by Col.. Pope is not put into 

Should Col. Pope’s plan be rejected and the intervented companies 
remain under. intervention as at present until the end. of the emer-_ 
gency, it is the general belief that the former enemy owners will be 

* Omission indicated in the original despatch. - - 7 |
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able to bring sufficient influence to bear in various ways to regain their 
properties. This is one of the things which we are trying to avoid. 
Should the Mexican Government retain these companies under in- 
terventorship, there arises another certainty which will develop as- 
soon as Germany can begin shipping chemical, pharmaceuticals and 
dyestuffs. When that time arrives, the intervented companies will 
surely turn to Germany for a large percentage of their requirements. 

| On the contrary, if the intervented companies are under the adminis- __ 
tration of the American Cyanamid Company, as provided for in the 
contract, purchases from Germany can be held to a minimum and, 
during the six-year period, American and Mexican products can be so 

well entrenched in the Mexican market that I. G. Farben will find 
_ it difficult to re-establish its products. oo | 

| The contract provides that all trade-marks, patents, advertisements, 
| etc. belonging to or used by the intervented company will become the 

property of the Government-owned company, Quimica y Farmaceu- 
| tica, S. A. de C. V., and that such of them as may be desired by 

Técnicos Quimicos would be for the exclusive use of the latter. If 
| Técnicos Quimicos does not wish to use any of them, they will prob- 

able lie idle for at least the life of the contract. Those selected by — 
Técnicos Quimicos would become known as Mexican instead of Ger- 
man during the six-year period and, therefore, it is reasonable to 
assume that the Mexican Government would not be willing to release. 
them. | | | eee , | 

Col. Pope was asked about his intentions with respect to selling and 
distributing products of other American companies through the 
wholesale and retail outlets of the new organization. He said that 
he had every intention of giving the public what it wanted and, con- 
sequently, products of other manufacturers would have full access 

: to the distribution made by Técnicos Quimicos. It seems to be quite 
certain that the Government will insist that Técnicos Quimicos give 
private manufacturers an equal opportunity to distribute their mer- 
chandise through the new company. Oo BB OO 

‘It is recognized that the gradual building up of a pharmaceutical, 
chemical and dye industry in Mexico will affect imports from the 
United States along those lines, but, the corollary is that the demand _ 
for other products will increase. If Mexico is not permitted to fur- 

| ther industrialize, then we can look forward again to a post-war 
period in which the country will be drained of its financial resources 
to pay for an excess of imports of consumer goods. Industrialization | 
up to a certain point will help Mexico solve many of its problems and 

| afford us a.prosperous instead of a bankrupt neighbor. | 
| The viewpoints stated in this despatch are given in the hope that 

| they will be of some assistance in aiding the Department to reach a : 
- decision in the case of the contract between American Cyanamid and
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the Mexican Government. Since the Mexican Government is a party | 
to the contract and agrees to the establishment of the new industry, it 

_ is believed that the probable results will be worth the trial. ‘The © 
Economic Counselor recalls that during the early months succeeding 
the institution of the Proclaimed List, he made every effort to induce. 
our independent drug manufacturers to jointly organize a distributing 
company in Mexico. There was much talking about the matter, but __ | 
they could not get together. As a result, some of our pharmaceutical _ 
companies made distributing arrangements with Mexican companies 
already in existence which are much weaker than such companies as 
Beick Felix and Carlos Stein. Several of the American companies, 
particularly, Sydney Ross and Abbott Laboratories handled their — 
own distribution. The point is that our distributing talents are dis- 

persed and are not unified and, therefore, should the Germans re-enter — 
‘Mexico and regain their properties, we would be once more con- 

_ fronted with unified distribution, which is difficult to meet through | 
individual salesefforts. = DES 

The Department is requested to transmit as soon as possible the | 
copy of the enclosures marked “Copy of Original” to Mr. William 
Brown Bell, President, American Cyanamid Company, 30 Rocke- 
feller Plaza, New York City, New York. = So asigesc 
~ Respectfully yours, or the Ambassador: | 

ce (MLE as in fe apse - Tomas H. Locxerr 
| Counselor of Embassy for Economic Affairs 

740,00112A Buropean War 1989/30089 | 
The Ambassador in Mexico (Messersmith) to the Secretary of State 

— No.9694 México, D. F., April 29, 1943. 

_ Sir: I have the honor to inform the Department that.the informal | 
conferences on Proclaimed. List matters between the Foreign Office 
and the Embassy are taking place weekly and that the progress being 
made is beyond what. could have been anticipated. At these con- 
ferences, Ingeniero Topete Bordes is the representative from the | 
Junta Administrativa and his honesty. of purpose, frankness and pro- | 
found knowledge of the action taken by the Junta has convinced the | 

_ Embassy representatives of the earnestness and the thoroughness with | 
which the Junta Administrativa has cleaned up the intervened com- | 
panies since the Ambassador presented his informal memorandum. to | 
the Foreign Office on August 10, 1942. The Ambassador’s. memo- : 
randum was forwarded to the Department in despatch No. 3415 of | 
August 19, 1942.° This memorandum created the three lists which _ , 

_ ™ Not printed. | . | |



492 FOREIGN RELATIONS, 1943, VOLUME VI | : 

constituted the three categories for all names upon the Proclaimed 

List. List No. 1 was composed of those companies and individuals, _ 

of prime importance to Mexico’s national economy, which should be 

intervened by the Mexican Government; List No. II comprised the 

names of Mexicans and others of little economic consequence which 

could be deleted as soon as List No. I was cleaned up to the satis- 

faction of our Government; and List No. III contained names of 

Japanese, Italians and Germans which should remain upon the 

Proclaimed List. | a 

| At the time the Ambassador prepared his informal memorandum 

| to the Foreign Office, the Mexican Government was demanding that 

our Government: take some immediate action which would free the 
intervened companies from the Proclaimed List, because the latter 

were under the operation and ownership of the Mexican Government. 

The expressed attitude of the Mexican Government at that time was 

that the American Government should not retain the intervened firms. 

on the Proclaimed List because they actually formed or were a part: 

of the Mexican Government. The Mexican Government said that, _ 

| since these intervened firms were a part of the Mexican. Government, 

the American Government had no right to say that internal trans- 

actions with the intervened firms would be a cause for listing upon 

the Proclaimed List: The stand of the Mexican Government was 

! firm and, if maintained, portended the complete breakdown of the | 
effects of the Proclaimed List within Mexico, with the exception of 

the control of exports from the United States by our Government. . 

The demand of the Mexican Government for a delisting of intervened 

firms was so firm that it might have become the basis’of a serious _ 

diplomatic controversy between the two Governments. = 
- In such circumstances and conditions, the Ambassador took a very 

; | prudent, wise and courageous step when he proposed the global plan 

for a settlement of Proclaimed List matters in Mexico and presented 

it to the Foreign Minister, with the result that it saved our Govern- 

ment from an interchange of notes which might have proved extremely 

serious in our relations. The importance of bringing to a satisfactory | 

- conclusion as soon as possible the global settlement envisaged by the 

| Ambassador and presented to the Foreign Office in his memorandum of 

August 10, 1942, is therefore apparent and cannot be over-emphasized. 

A settlement of this nature is so vital and important that 1t would be a 

serious mistake to let it be deterred or interfered with by a mass of 

minor considerations. The Mexican Government accepted the plan 

presented by the Ambassador in the good faith in which it was pro- | 

posed and the minute it realizes that we are hampering or being un- 

willing to fulfill our end of the bargain, then, the Proclaimed List wil! 

return to the status in which it existed at the time the Ambassador
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presented his original memorandum of August 10, 1942. If this is 
permitted to take place, it would doubtless be very unfortunate for our 
relationships and greatly interfere with the solution of many other - 
major problems which are now under consideration. This we cannot. 
afford to permit, therefore the Embassy desires to urge the Department _ 
to give its prompt and careful consideration to such recommendations | 

| as the Embassy is making for deletions from the Proclaimed List after | 
consultation with the Mexican Government. 

_ The Foreign Office has demonstrated to the satisfaction of the Em- | 
bassy that the intervened companies are the property of the Mexican | 

_ Government and, in such instances as the Embassy has reported upon, : 

_ it has satisfactorily cleaned up the intervened companies in accordance 
with the conditions outlined in the Ambassador’s memorandum. The | 
informal conversations at the Foreign Office have not only surprised, | 

but, in many cases, amazed the representatives of the Embassy with 
respect to the thoroughness with which the Junta Administrativa has 
fulfilled its undertaking that the intervened companies be thoroughly 
purged of undesirables so that they could be removed from the Pro- | 
claimed List. Not only has the Junta Administrativa intervened in 

- those companies suggested by the Embassy, but, it went much further 
and intervened in additional companies which, after investigation, it 

_ found had Axis connections. A further indication of the thorough- | 
ness of the purge is found in the fact that, upon its own initiative, the — 
Junta intervened the properties and other assets of original owners 
and employees of intervened firms. In addition, it has been estab- | 
lished to the satisfaction of the Embassy that accounts of intervened ) 
firms and individuals which have been blocked in the Bank of Mexico 
are effectively frozen and an extensive vigilance is exercised by the 

_ Junta over the needs and mode of living of blocked persons. These — 
are facts which should not be overlooked in determining whether or | 
not the intervened firms recommended for deletion by the Embassy | 
should be taken from the Proclaimed List. In those cases in which | 
deletion is recommended to the Department, the Embassy is satisfied ) 
that the purposes and intent of the Proclaimed List have been com- | 
pletely fulfilled and that delay in removing such names from the List | 
will serve no other purpose than to thwart the global settlement and | 
bring ill will into our relationships. a | a 

Embassy despatch No. 8754 of March 27, 1948, informed the Depart- | 
ment that the Mexican Government considers that the ownership and | 

_ title to property of the intervened companies rest in the Mexican Gov- | 
ernment and that the former owners of the properties have no right | 
therein. Embassy despatch No. 9464 of April 22, 1948,°2 gave a very - 
detailed description of operations and procedures of the Junta Ad- | | 

° Not printed. oe er re
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ministrativa, as well as the system of management and inspection 
installed in each intervened company. _ The speeding up of action 
‘on the part of the Junta Administrativa in preparing the intervened 
companies for deletion was the result of the global plan presented in 
the Ambassador’s memorandum of August 10, 1942. As the Mexican 

_ Government is fulfilling its part of the agreement in reference to the 
‘intervened. companies, the Department is urged to bring to the atten- 
tion of the Inter-Departmental Committee the character of the 

| Ambassador’s proposal to the Foreign Office as set forth in his memo- 
randum of August 10, 1942, which was accepted in good faith by the | 

| Mexican Government, and the necessity for prompt consideration and 
action on such recommendations as the Embassy submits in accordance 
-with that proposal. : Bn 

: _. As of April 29, the Embassy has recommended the deletion of = 
seventeen intervened firms. ‘These recommendations were contained 

in despatches Nos. 9464 and 9600 of April 22 and April 26 respec- 
| tively,** and other despatches now under preparation for immediate 

forwarding to the Department. It is extremely important that the 
deletions mentioned in these despatches be cleared in time for publica- | 
tion on May 10. . Each one of these recommendations has been studied 
and compiled in detail and it is believed that the Mexican Government 
should be encouraged by the appearance of the deletions. The com- 

panies in question have been cleaned up to the satisfaction of the 

) ‘Embassy and there remains no doubt but that the purposes of the 

Proclaimed. List have been fulfilled. ee | 

'. Relative to List II, or, the list which contains names which the 

Embassy feels can be safely deleted as the intervened firms are re- 

moved, it is felt that no useful purpose can be served in quibbling 

-with the Mexican Government concerning their deletion. When the 

‘intervened companies are deleted from. the Proclaimed List, it will 

mean that the most important elements have been removed. The 

Jarge and dangerous Axis companies and organizations will have been 

| placed under the ownership and operation of the Mexican Govern- | 

ment. A very large percentage of the names upon List No. II are 

there because they dealt with or acted.on behalf of the intervened 

companies. : Most of the persons on List No. II are Mexicans, and, | 

legally speaking, they had a legal right to perform any business 

transactions within the Republic of Mexico which are not prohibited 

by Mexican law. This means that they had a legal right from the 

Mexican viewpoint to negotiate with a firm upon the Proclaimed 

| List. Most of the persons on List No. II were not malicious in intent _ 

- nor was there any indication that they were pro-Axis or anti-Ameri- 

can. . They were simply Mexican citizens conducting business within 

* Neither printed. _ re
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the Republic of Mexico. With the disappearance of the intervened > 
| companies from the Proclaimed List, it is believed that the names 

on List No. II can be safely deleted from the Proclaimed List and that - 
was the understanding with the Mexican Government. Any addi- 
tional information which the Department might desire concerning 
any names upon List No. II will be forwarded on request, but, the 

_ Department is urged, again, to use its best efforts to convince the 
__-_Inter-Departmental Committee that List No. II should be removed 

from the Proclaimed List. 5 | 
- It will require approximately three weeks before our informal dis- | 

cussions at the Foreign Office will bring to a conclusion the study of 
all of the intervened firms. It is hoped that our recommendations _ 
on all intervened firms will be forwarded to the Department in time 

- for publication on June 10. In the meantime, discussions are also | 
under way concerning additions to the Proclaimed List. It is now 
necessary for us to consult not only with our British colleague, but 
with the Foreign Office before any recommendations for additions can | 
be made. The Embassy believes that no additions to the Proclaimed | 
List should be published on May 10. Beginning with June 10, the 
remaining twenty-nine additions agreed upon at the time Mr. Rus- | 
sell ** was here, plus additional approvals for addition since that time, 
ean safely be published in reasonable installments until this phase | 
of the matter might be fully taken care of. It is very important that 
in the publication of May 10 very few, if any, additions appear. _ | 3 

- The importance of a global settlement of Proclaimed List problems ' 
in Mexico, as set forth by the Ambassador in his despatch No. 3415: ) 
of August 19, 1942, is so great that the Embassy has been very explicit 
in this despatch in making its recommendations to the Department | 
as to what procedure it believes would best serve the interests of the 
two Governments involved. The Department can have the fullest __ 
assurance that every detail of the discussions between the Foreign 
Office and the Embassy, as well as each individual recommendation, | 
is receiving the careful and weighed consideration of the Ambassador 
and his staff. | eg 
Respectfully yours, _ For the Ambassador : 

EEE _ Tromas H. Locxerr 
| Counselor of Embassy for Economic Affairs 

Francis’ H. Russell, Assistant Chief of the Division of World Trade 
Intelligence. 2 . ea ern
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812.659/55 : Airgram tga ee ee ee 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

| | ... Miixico, D. F., May 8,19483—-lla.m. | 

a | TF Received May 10—2 p. m.] 

A-1075. The receipt is acknowledged of the Department’s airgram 
, A-1590 of April 26, 11:50 a.m. referring to the Embassy’s despatch 

No. 9054 of April 9, 1943,*° and stating that certain serious questions _ 
have been raised with respect to the plan for management of the pro- 

| posed Mexican national chemical industry by the American Cyanamid 
) Company, © | 

Prior to the receipt of the Department’s airgram under acknow]- 
edgement, the Embassy forwarded its despatch No. 9463 of April 22, — 
1943, which gives in detail the Embassy’s views.on many. of the: ques; 

tions raised in the Department’s communication, and which trans- 
| mitted a copy of an agreement between the Mexican Government and 

the American Cyanamid Company to enter into a contract after cer- 
tain conditions have been fulfilled. The contract embodies, therefore, 
in a definite form the results of the negotiations that have been carried 

. on thus far by the.American. firm and the Mexican Government. | 
With respect to the Department’s request for information on those 

| - points not already covered in the Embassy’s despatch just mentioned, 
it is the Embassy’s opinion, based on conversations with the represen- 
tatives of the American Cyanamid Company that it is the intention 
of the operating company in the proposed plan to supply Mexican 
requirements of drugs and chemicals not only by importations from 

| abroad, but also by manufacturing on a substantial scale such 
products as are in demand in the Mexican market. The Mexican 
Government, it is understood, will provide the necessary capital for 
the construction of any manufacturing facilities that are deemed 
desirable. There is nothing definite, so far as the Embassy is aware, 

. _ with regard to plans for plant extension but additional plant facili- 

ties are provided for in the program. They will be subject, of course, 
to the limitations of war conditions. oe , oS | 

In regard to the Department’s suggestion that the Embassy make 
inquiry whether the Mexican Government would be receptive to an 
alternative proposal, the Embassy is of the opinion that it would be 
highly undesirable to approach the Mexican Government at this time, 

| as the Department suggests, since the negotiations have hitherto been 
carried on between the Mexican Government and the American firm 
on a strictly private basis. If the Embassy were to intervene to the 
extent of inquiring whether or not the Mexican Government would be 
receptive to an alternative proposal, it is felt that this action would 

* Neither printed.
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be interpreted by the Mexican Government as indicating that the 

American Government was displeased or dissatisfied with the agree- 

inents that have so far been reached with the American firm and thus | 

| would definitely suspend all further negotiations. = a | 
| Concerning the proposal, mentioned in the first paragraph of the 

Department’s communication, that.the. American.Government. under-.. 

take to furnish the Mexican Government with such technical assist- 

ance as it will need for the consummation of plans for the development 

| of a national chemical industry, the Embassy is of the opinion that | 

the desires of the Mexican Government to establish a chemical in- | 7 

_ dustry, using as a basis the German firms in which it has intervened, 

could best be realized with the assistance of private American con- 

cerns qualified to provide technical assistance in all its forms. In an 

industry comprising many technical ramifications, this assistance — | 

_ would be of vital importance and an absolute necessity in the case of 

operation directly or indirectly by the Government. The Embassy | | 

has felt, therefore, that plans for the operation of such an industry 

in Mexico could best be carried on by private enterprise in coopera- 

tion with the Mexican Government, rather than on a basis of Govern- 

--ment to Government. me es | | 

, ~The Embassy has noted with considerable interest the contents of 

paragraph 6 of the Department’s airgram relating to trade marks and 

| patents. As pointed out in the Embassy’s despatch, it is the intention 

of the Mexican Government to turn over its proprietary interest in 
these trade marks and patents to the Government-owned company | 
to be formed. It has also been stated to officers of the Embassy, who 

are currently carrying on. conferences with officials of the Foreign | 
‘Office on Proclaimed List matters, that the Mexican Government had | 

taken over with the seized enemy properties those trade marks and 
patents belonging to the intervened firms and that a study was being 
made of the most desirable procedure to follow with respect to patents 
and trademarks which are owned by German interests in Germany 
and used on a royalty basis by the intervened firms. Article 3 of the : | 

contract, transmitted to the Department with the Embassy’s despatch - 
No. 9463 of April 22, 1948, specifies among other things that all | 

_ patents and copyrights are to be transferred to the Government-owned 
corporation along with other assets and properties of the intervened 
firms | Bee | 

It was the opinion of the Embassy officials that the seizure by the 
Mexican Government of German trade marks and patents would | 
constitute another bastion in the ownership of the properties seized 

| by the Mexican Government and would make more unlikely the re- 
turn of the seized properties to the original owners after the war. | 

| As expressed informally, Mexican officials have said, with respect |



498 _ FOREIGN RELATIONS, 1943, VOLUME VI 

to German trade marks and patents, “Why destroy them, why not 
-  usethem?”? ore | 

| The Embassy will await a further instruction from the Department 

after it has taken into consideration the Embassy’s comment as sub- 
mitted in despatch No. 9463 of April 22,1948. = | 

So  MssersMirr 

812.650/50: Telegram Bore Ba o 

The Secretary of State to the Ambassador in Mewico (Messersmith) 

| oe Wassineron, May 10, 1948—10 a. m. — 
144, Your despatch 9463, April 22, 1943 and Department’s A-1590, 

April 26,1948.2° Oo a 
~ Department has discussed with other interested Government agen- 
cies and American Cyanamid the proposal and contracts. Your 
opinion is requested on the merits of the following points: == = + ~~ 
1. It is asserted by Cyanamid that officials of the Mexican Govern- _ 

| ment resent the supposed delay occasioned by “interference” of the 
| American Government in matters which are considered primarily to 

affect Mexican interests. It has been suggested that the Mexicans 
believe that the Department is primarily interested in preventing 2 _ 
violation of the Mexican monopoly laws. Please indicate whether this 
is the Mexican attitude, and, if so, on what this attitude is based. 
You may deem it appropriate to indicate that we will not attempt 
either to interpret or enforce Mexican monopoly laws. 

| _ 2. It has been suggested by Cyanamid that the Mexicans desire im- 
mediate action, and that they will either sign the proposed contracts 
within the next week or 10 days or abandon entirely their nationaliza- _ 
tion program for the drug and chemical industry. Please indicate __ 
specifically your opinion of the necessary time schedule on the Ameri- 
can Cyanamid proposal and whether the Mexicans are likely to 

: abandon all attempts at nationalization should the proposal either be 
turned down or be delayed more than a week ortwo. Colonel Pope 
has stated that he was requested to return for final signing of papers 

|  onMayi5,1948.0 nn | 
_ 8. The Alien Property Custodian * has offered to assist in a develop- 
mental program for the Mexican drug and chemical industry. In the 
absence of prior consultation with the Mexicans, the Custodian’s pro- 
gram is necessarily in a developmental stage. The Custodian believes, — 
however, that a plan might be worked out involving participation not 

: only by companies under his control but also by other American drug 
and chemical companies, whose aid might be valuable. Should the 

Latter not printed. ~~ ee 
* Leo T. Crowley. | 

|
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Mexican Government wish to avail itself of the services of the Cus- 
| todian, the Custodian would be willing to send representatives to — | 

Mexico. Unless you perceive some objection, this offer on the part of | 
the Custodian should be transmitted to the Mexicans. It should be 

clearly indicated. that the Department is interested. only in extending | 
all possible cooperation to the Mexican Government, for the purpose | 
of procuring thebest possibleprogram. ! 
- It should be indicated that transmittal of this offer is not to be con- 
strued as disapproval of the Cyanamid plans, and will not delay con- 
sideration of them here. Please indicate the reaction of the Mexican 

| Governmenttothe Custodian’sproposal a 
_ Aprompttelegraphicreplyisrequested. © © > 

 81.659/66 

The Ambassador in Mexico (Messersmith) to the Assistant Secretary - 

OR oo Mexico, D. F., May 12, 1943. | 

Dear Dean: As you know, the American Cyanamid people have 
been down here talking with the Mexican Government for some _ 
months about an arrangement through which the American Cyanamid | 
would take over certain operating work for the Mexican Govern- 
ment in connection with some of the chemical and drug firms taken 
over by the Mexican Government from the German firms under our 
proclaimed list practice and that of the Mexicans. I will not go 
into detail with regard to these arrangements because our despatches - 
and letters to the Department cover the situation from here and I 
know that the Department has been giving careful consideration to | 
this matter as indicated by its telegrams to us. EGER | 

_ The arrangements have reached the point where the American _ 
Cyanamid and the Mexican Government are on the point of signing — 
a contract but the American Cyanamid does not feel that it can do so 
if our Government raises any objection: We have now a telegram 
from the Department * to the effect that the alien property cus- a 
todian would be willing to enter into certain conversations with the | 

__» Mexican authorities to the end that he and we would be willing to 
_ lend our collaboration. I am authorized by the telegram to make 

this suggestion to the Mexican Government if I see fit. Bursley, | 
_ Lockett and I have gone into this matter very carefully from time to 

_ time and again on the basis of the last telegram which we had ‘yester- 
day. We are all of the opinion very definitely that it would be in- | 
advisable to take up this matter with the Mexican Government inthe __ 

* Presumably No. 744, supra. nh



— 800 FOREIGN RELATIONS, 1943, VOLUME VI 

form suggested in the telegram. It would be equivalent:in one way — 
or another, directly or indirectly, in [¢o] our going into business with 

| the Mexicans in this drug and chemical field and I know that. the 
Mexicans would not wish this and I feel sure that they would resent 
the suggestion. Although they have not said anything to us di- 
rectly, we know indirectly that they are not happy or at least that 

- the American Cyanamid has had to submit all of its arrangements to _ 
| our Government. There are those in the Mexican Government who 

believe that this is equivalent to our interfering in an internal Mexi- 

can affair. We have made it clear to the Mexican authorities and I 
am. sure the responsible ones understand that our only interest was 
from the point of view of the American Cyanamid Company which 

- could not enter into any arrangement as an American company 
which would be found objectionable to.our Government as it would 
cause difficulties for the American Cyanamid at home. They 
thoroughly understand this now. a 7 7 

| So far as we can see there is nothing monopolistic involved in the 
arrangements which the American Cyanamid is entering into with 
the Mexican authorities. I think from our point of view it is a very 

- desirable arrangement for it is the only sure and definite way that _ 
I see that we will definitely eliminate these German firms from the 
drug and chemical business in Mexico in which they are so strong. 
The Mexican Government of course during the war has undertaken 

, to run and is operating these companies independently of the former 
German owners but these firms are difficult to run and require tech- 
nical and administrative personnel which it is difficult to furnish 

| from here alone. There is a possibility that if the Mexicans run 

them on their own that at the end of the war in some way or other 

these firms may get back into the hands of the Germans whether the — 

Mexican Government would pushitornot. |. re, 

If the American Cyanamid comes in under the contract, of which 

the Department has a copy,* they will be able to see that these firms 
| run successfully. This will definitely assure the elimination of the 

Germans from this important drug and chemical field. It is there- 

fore 100% to our advantage. ae 

I can see that there are certain American drug firms at home which 

may be bringing pressures on the Department because they fear — 

monopolistic practices, etc.. For some of these drug firms, which I~ 

believe are bringing this pressure, I have no sympathy whatever for 

they were willing to play with the Germans up until the last minute 

and probably would be willing to play with them again if they had 
a chance. I can not see myself anything dangerous to our own drug 

firms in the proposed arrangement. Oo —— 

| *° Not printed. ee LEE ee -



- One thing is sure and that is if we try to open this question with 
: the Mexicans of the alien property custodian entering into the picture, 
| - the Mexicans will resent it and we will not be able to make any 
-_-progress. If we press an arrangement such as the one the alien. prop- 

erty custodian has in mind, the arrangement with the American 
Cyanamid will break down and we will have confusion and the a 
probability that we will only be creating a problem for ourselves in 
the drug and chemical field at the end of the war. es | 

JT am sending you herewith a copy of a despatch with which is 
transmitted ‘a memorandum by Lockett,*° Economic Counselor, com- 

| menting on the Department’s recent telegram and with which memo- 
|  randum Bursley and I are in complete accord. I would strongly 

recommend that as this contract between the American Cyanamid | 
. and the Mexican authorities is ready for signature that you inform 

us or the American Cyanamid that our Government has no objection | 
to the American Cyanamid entering into this contract. I think this | 

|. should be done without delay as any delay will not do us any good 
| here and will, I believe, be disadvantageous to our interest. = 

I have taken the liberty of writing you directly about this as I 
think a decision should be made without delay as delays can only be 
injurious to us. If we do not approve this project, the Mexicans | 
will unquestionably consider us as having sabotaged it when they 
entered into it in all good faith and have tried to act in good faith _ 
and I believe have done so and when they have been definitely under 
the impression that. our Government saw no reason why they should 
not consider such an arrangement with the American Cyanamid. | 

- With all good wishes [ete] > | G. S. MessersMITH | 

812.659/60 | . a : 

Memorandum by the Adviser on Political Relations (Duggan) * 

| MSE Sake Se [Wasuineton,] May 22, 1943. — 

| After a very careful rereading of the file with regard to the pro- 
posed American Cyanamid deal with Mexico I feel constrained to | 
express very great doubt as to the desirability of giving this project | 
this Government’s blessing until other alternatives have been more 
thoroughly explored. Co Oo 7 re 

I do not believe that any careful study. of this project can fail 
but reach the conclusion that it embodies strong monopolistic im- 

plications. Whatever may be the paper guarantees, the setup would 
_ be such that the American Cyanamid Company would be in a posi- 

“Neither printed. pO | . oe 
_“ Addressed to the Under Secretary of State (Welles) and the Assistant : 
Secretary of State (Acheson). 7 | | | |
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tion effectively to prevent other United States drug and chemical 
. concerns from selling their products on any important scale in the 

| Mexican market. ee 7 
- Tam unwilling to admit that there is no other alternative than this 

, arrangement. In addition, I do not think that delay will really 
, remove the possibility of closing either the pending deal or a deal 

based upon the same setup provided that after further exploration 
this seems to be the only feasible procedure to take. Itseems possible 

- that American Cyanamid might become annoyed and withdraw, but 
the deal is so favorable to the United States group involved that I 
feel confident others would come forward and gladly take the place | 
of the American Cyanamid Company. a 

As a preliminary step I recommend that the Department assemble — 
| a meeting of the United States Government agencies involved and 

request their assistance in canvassing intensively other possibilities of | 
| _ assistance to Mexico in this matter. Once these possibilities have been 

| developed in outline stage then the authorities of the Mexican Gov- 
ernment could be informed of them and. asked whether they would 
like to explore them with us in a Government-to-Government _ 
discussion, | es 
In résumé, I do not believe that the Department should permit 

itself to be high-pressured into approving a project on the basis that 
it is “the only one” when the situation is not one that requires pre- 
eipitate action. I think that the long-run disadvantages outweigh 
the immediate advantages, particularly when the immediate needs are 
not such as to require decision within a fortnight or a month. I be- _ 
lieve that the Department should have the benefit of a more careful 
exploration before it decides on any proposal. _ | 

| ST | Laurence Duacan 

$12.659/66 | | TR Be 

_ Memorandum by the Acting Chief of the Foreign Funds Control © | 
— Diwision (Meltzer) | a 

| a | [WasrtnerTon,] May 24, 1943. 

Mr. Duggan’s memorandum of May 22 refers to the monopolistic 
implications of the Cyanamid deal and suggests the desirability of 
exploring other alternatives with the other interested agencies. In 

this connection, it should be observed that for several months we have 
been. in close touch with the Department. of Justice and BEW, with 
a view to developing a preferable and workable alternative. The 
Department of Justice at one time suggested a Government corpora- 

| tion, but Assistant Attorney General Cox in a meeting with Mr. 
_ Acheson indicated that because of the coolness of BEW, which would



p 
| | & Sages MEXICO 903 | 

have to direct the formation of the corporation, he was doubtful that _ 
_ the corporation could be organized in time to deal with the Mexican 

| situation. For this reason and other reasons which I spelled out in 
my memorandum of April 2 I do not believe that the use of any 
Government corporation not yet organized would bea feasible alterna- 
tive to the Cyanamid proposal. The only other “alternative” is the | 

_ nebulous suggestion of the APC,* which Mr. Messersmith declined 
to convey to the Mexicans. I do not believe, for the reasons given 

| below, that we should risk effective action against the Axis properties | 

in Mexico in order to press the APC’s proposal—or more realistically, | 
po his desire to begin negotiating an arrangement with the Mexicans. __ 
| Mr. Duggan speaks with great generality about alternatives, pre- | 

sumably alternatives without monopolistic implications. . The experi- 

' ence of the last. three months has revealed the difficulty of formulating | 
any practicable alternative, monopolistic or not. Moreover, analysis 
of the Mexican situation reveals the difficulties in the way of formu- 
lating non-monopolistic alternatives, or, more accurately, alternatives 

Lo which will promote a free competitive market. Nationalization of a 
large segment of an industry and its operation under Government 

| sponsorship necessarily involves a dominant position for the national- | 

ized company and the elimination of some competition. The national- a ( 

ized company will have a controlling position in distribution in 

Mexico. This will obtain irrespective of whether Cyanamid manages 
the nationalized properties. However, this distribution “monopoly” is 

| essentially Mexico’s business. Our concern may properly be focussed 7 
on the desirability of giving Cyanamid a controlling position on 

_ the supply side. However, given a concentrated distribution system 
and the desire of the Mexicans for management by a United States 

company or companies which manufacture chemicals, it is difficult to | 
formulate proposals for management of the Mexican company by 
private United States companies which make a significant difference 
in terms of competition. Thus let us assume that four American 
companies agreed to assume the management of the nationalized com- 
panies. They probably. would agree to a division of fields on the | 

_ supply side and we would have more units in the management corpo- 
ration but not significantly more competition. Indeed the substitution 
of three or four large chemical concerns for Cyanamid might well 
create greater difficulties for outsiders. For example, let us assume 

| that the management group was to consist of Dupont, Allied, General | 
_ Aniline and Cyanamid. In that case, non-participating firms seek- | 

ing access to the Mexican market might be faced with the added 
difficulties of bucking a combination of four Cyanamids. 

“ Not found in Department files. | | | 
* Alien Property Custodian. a | | 

| 461-035-6438 oe
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| - Moreover, the multiplication of American companies participating 
in the management of the Mexican companies would necessarily in- 
volve a dilution of responsibility for management. The Mexicans 
may with justification prefer the concentration of responsibility in a 
single company to a business analogue of an interdepartmental 
committee. | no - | 

It should be added that an “alternative” to be acceptable to the 
| Mexicans who have been negotiating for eight months must be some- 
a thing more concrete than a general exhortation against monopoly. __ 

Mr. Duggan concludes that American Cyanamid would be in a 
position effectively to prevent other drug and chemical concerns from 
selling their products on any important scale in Mexico. I am afraid 
that I cannot accept this ipse dixit. Many of the products which 
will be required by Mexico, Cyanamid does not produce and must 
acquire through American firms. It is true that many United States 
companies, if they sell, will have to sell through the nationalized dis- 
tribution company. But this would be true irrespective of whether 
or not Cyanamid participated. It is also true that Cyanamid may 
use its dominant position in the distribution plan to exact concessions 
in other markets from the American suppliers. I believe that in this 
field we can expect some help from the Antitrust Division. Moreover, 
I must express some fear concerning the Department’s disapproval 
of an arrangement that per se violates no law—on the basis of a pre- 
Judgment that the anti-monopoly laws will be violated. = | 

The gains from further delays and further search for alternatives 
are extremely conjectural. The risks of such a course are substantial. 

(1) The disapproval of the Cyanamid proposal and further delays 
may result in the Mexicans taking no effective action against the 
German properties. These properties might continue under the du- 
bious supervision of the Mexican interventors or be sold to “Mexican” 
cloaks for the Axis. 2 es - 

_ (2) Unless effective action against the Axis properties is taken, 
and unless American management assists, the properties will probably 
be badly run and the return of I. G. Farben to domination of the | 
Mexican chemical industry will be more likely. | - a 

_ (3) The Mexicans may view our disapproval as an expression of 
an unwillingness to assist in the establishment of a local Mexican 
industry, thereby further disturbing relations which at present are, 
I believe, none too good. | oe a | | 

(4) I take it that any approach to the Mexican Government would 
necessarily indicate that we could present alternatives which would | 
be superior means of achieving the Mexican objectives. In view of | 
the inchoate nature of these alternatives I believe that such represen- } 
tations would be dangerous if not irresponsible. They would involve 
implied governmental commitments which we might not be able to 
redeem. They would involve a continuing responsibility for the 
development of the Mexican chemical industry which I donot
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believe we should assume. I am concerned that our advice to the 
- Mexicans may outdistance our wisdom. LEMP ES 

~ I do not believe that the Department is being high-pressured into 
| action in this case. The case has been carefully considered here. It . 

has been carefully considered by other agencies. Iftherearerealistic 
alternatives, three months of thought should have produced them. | 

| -_ believe that we should meet with the other agencies and see whether e 

| there are alternatives which we have overlooked. Absent such — 
alternatives, I believe that we will gain nothing by further delay. | 

Y Finally, it is not proposed to give any affirmative blessing to the —__ 
| deal but merely to avoid any objection and to couple this witha =| 

statement to the Mexicans that we assume no responsibility for effec- __ 
| tive performance by Cyanamid. OS | 

| Memorandum by the Secretary of State to President Roosevelt — | 

a cP Waseineron,] June 10,1943. 

The proposed contract between the Mexican Government and the _ 
: American Cyanamid Company was brought to your attention by 

! Mr. Biddle’s memorandum of May 26, 1943.4 The matter, which - 
_ for some time has been carefully studied by the interested agencies, — | 

was fully discussed on June 3, 1943 during a meeting of the full | 
-- Board of Economic Warfare, attended by Mr. Crowley. The inter- | 

a ested agencies have agreed to present the following recommendations 
- to you: Despite objections to the Cyanamid arrangements, which have 

troubled all of us, the Mexican Government should be informed that | 

we will not place any obstacle in the way of the Cyanamid deal. 
At the same time, Mr. Crowley’s offer should be presented to the © i 
Mexican. ©... |... tr a ee ee oa 

The reasons for this decision are largely political in. character. = 
We are concerned that disapproval of the Cyanamid deal would be © 

| interpreted by the Mexicans as gringo interference and would provoke 
charges of non-performance of our promises to assist in Mexico’s | 

| replacement problems. But the strongest reason is the fear, shared 
| by all of us, that. disapproval—after protracted negotiations between 

Cyanamid and the Mexicans—will lead to the abandonment of effec- 
tive Mexican action with respect to Axis businesses. This develop- _ 

| ment would not only jeopardize important war objectives but would 
also facilitate the post-war re-emergence of German economic — | 
domination in Mexico. Oa Ue ASO 
“Not printed; it recommended a plan of the Alien Property Custodian as a 

659/63). Monopoly and against the return of German control (812- —
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| It does not seem likely that the Cyanamid arrangements will set a 
pattern for the other American republics. In those countries in 
which replacement plans are developing—for example, Brazil and 
Colombia—the trend has been toward individual reorganizations and 
not toward big combinations. These other American republics are 

_ afraid of concentrated economic power and do not have the Mexican 
tendency toward large, state-controlled enterprises. _ | 

_ Since Mr. Crowley’s companies can be instruments of governmental 
policies, it seems desirable to bring his offer formally to the attention 

| of the Mexicans. . As indicated in the instruction to Ambassador Mes- __ 
sersmith, Mr. Crowley’s proposal seems preferable to Cyanamid’ssince 
his companies can wage economic warfare without a private company’s 
concern for its stockholders’ interests. However, in order to avoid 
suggesting Mr. Crowley’s proposal in a manner which might be con- 
sidered coercive by the Mexicans, it appears best to couple the counter- 
proposal with a statement of “no objection” to the Mexican-Cyanamid 
plans. | | | | 

I am attaching a proposed instruction to Ambassador Messersmith 
and note for transmittal to the Mexicans,*® which follow the recom- 
mendations made by the full Board of Economic Warfare and which 
have been approved by the Vice President,** the Attorney General, and 
the Alien Property Custodian. The note disclaims responsibility for | 
satisfactory performance by Cyanamid and points specifically to the 

_ antimonopoly clause in the proposed contract. The note has been 
drafted with a view to meeting any domestic criticism which may de- 

| velop and to giving us a basis for protesting to the Mexicans should 
the operations under the Cyanamid contract actually involve 
restraints on trade. | | ot | 

| The attitude of the Mexican Government makes a prompt decision. 
_ necessary. Mr. Wayne Taylor,“ who is now in Mexico, is also ex- _ 

tremely anxious for a prompt decision in order to avoid embarrassing 
| hismission. > 2 eg 

ee CorpeLt Hunn 

812659770 : Rs | | 

Memorandum of Telephone Conversation, by the Acting Chief of the 
Foreign Funds Control Division (M elizer) 

- : [WasHineron, | June 17, 1948. , 
Mr. Hammett * called to inform the Department that the American 

Cyanamid Company had decided to withdraw from the proposed con- 

“Note not printed. For instruction, see No. 3574, June 24, p. 508. | 
“Henry A. Wallace, also Chairman of the Board of Economic Warfare. 
“Under Secretary of Commerce. | en 
“J. C. Hammett, vice president of the American Cyanamid Company.



; tract with the Mexican Government under which Cyanamid would — 
take over the management of the vested drug and chemical companies 

| In Mexico. He stated that this decision was the result of newspaper 
articles indicating that the various agencies in Washington were not in 
agreement that the deal should be approved. He mentioned in par- | 

) ticular a news item in the New York Herald Tribune which stated 
that President Roosevelt had been asked to arbitrate a dispute between 
the State Department on the one side and the Board of Economic War- 
fare and the Alien Property Custodian on the other as to whether the ; 

3 vested companies should be taken over and operated by American | 
| Cyanamid asa practical monopoly. a a 
| _ He continued that the company didn’t have confidence in under- | 
| taking the management contract under the circumstances, although it 
| _ felt that the opposition in certain Government agencies was not a re- eee 
| flection on the company but rather that there was a conflict of opinion . 
| as to the desirability of the whole project. Asan example he referred 
| to the conflict on the question of trade-marks, saying that it seemed 
| obvious to Cyanamid that the trade-marks should be utilized from the 
| viewpoint of the business in Mexico. He added, however, that the 

company had been advised that objection had been made to one of the | 
| trade-marks being purchased by an American company and that that 

company had had to spend a great deal of money to establish anew 

He stated that the company felt that going forward with the deal 
would be bad both for the Cyanamid company and for the Mexicans. 

‘Mr. Meltzer replied that there were several things in Mr. Hammett’s 
statement that he would like to comment on. The first was the trade- 
mark policy which is one of the more complex problems. He indi- _ 
cated that the only thing that has been agreed on in Washington so 
far is that, although certain general objectives could be established, 
these would have to be adjusted so as to meet the requirements of. _ 
specific cases; that it was recognized here that the attitude of the | 

| local Government might in many cases prevent withdrawal of the 
marks. He added that he didn’t know who had pretended to speak 7 

_ for the Government on the trade-mark policy or what specific com- | 
_ pany Cyanamid had in mind. He pointed out that there were sev- 

_ eral companies which have been subject to certain disabilities in con- 
nection with consent decrees entered into at a time when the picture in 

| Latin America was quite different from what it is now. mae , 
Mr. Meltzer stated that all he could say about the general situation 

was that he would take up the matter of Cyanamid’s withdrawal with | 
_ the other interested people. - | | 7 ) 

He inquired whether Cyanamid was planning to get in touch with 
the Mexicans. Mr. Hammett replied that Cyanamid felt that it must
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: inform the Mexican Government. He added that he didn’t think that | 

the decision that Cyanamid had made was different from the decision 
‘that the Mexicans would want since if Cyanamid couldn’t go into the 

deal with confidence it was better from the standpoint of the Mexicans 

as well that Cyanamid withdraw completely, 
" Mr. Meltzer inquired whether it would be possible to hold off in- 

| forming the Mexicans for a few days. Mr. Hammett replied that 

he could see no reason why that wouldn’t be-all right. He added, 

however, that if Mr. Garfias should get in touch with Cyanamid, it 

would be necessary to answer any direct questions which he might 

_~ Mr. Meltzer observed that it was unfortunate that Cyanamid had | 

gotten its ideas of the government’s attitude from newspapers ac- 

counts. Mr. Hammett pointed out that the Cyanamid position was | 

not based entirely on newspaper articles. He said that Cyanamid 

| realized that newspaper reports do not necessarily reflect facts exactly 

-_-but, on the other hand, there is generally some factual basis for them. | 

| _ Mr. Meltzer stated in conclusion that he would call Mr. Hammett 

within the next few days. 
Be SS Bo — Brrwarp Merrzer 

The Secretary of State to the Ambassador in Mewico (M essersmith) 

No. 38574 | Wasurneron, June 24, 1943. 

-” Sir: Reference is made to the Embassy’s despatch no. 9463 of April 

99, 1943 and to-your letter of May 12, 1943 to Mr. Acheson. Attached 

are a copy of a letter which President Roosevelt himself is sending to 
President Camacho“ and a draft note to be’submitted to the Mexican | 

Foreign Office.” You are requested promptly to put the enclosed note 

| in appropriate form and to transmit it to the appropriate officials of 
the Mexican Government. 

| - The issues raised by the proposed Cyanamid contract have been 

carefully considered by the interested governmental agencies and by 

| the President. There has been special concern about the dominant _ 

position in the Mexican chemical and pharmaceutical industry which 

would be accorded to American Cyanamid Company if the proposed | 

| contract were executed. It has also been felt that an arrangement 

between the Mexican Government and the Alien Property Custodian _ 

— along the lines suggested in the attached note would avoid difficulties 

which might arise from the Cyanamid arrangements and would be | 

more advantageous to the Mexicans and to our economic warfare — 

Infra re 
” Not printed. | —



! program. In view of these considerations, the President directed that. 
| his letter to President Camacho and the attached note to the Foreign | 

« You should, in your conversations: with the Mexican Government, 

_ emphasize the desire of this Government to work out an arrangement 
- which will promote the best interests of the Mexican economy and _ 

the belief of this Government that the program outlined by the Alien | 
Property Custodian affords a basis for achieving that objective, = 

: Please send to the Department as soon as possible a copy of the : 
; note as transmitted to the. Mexican: Government, and please keep the 

| ‘Department. promptly informed of all pertinent developments. .° ~ 
— Verytrulyyours; ss Conv He © 

| 812.659/50 | 

President Roosevelt to the President of Mexico (Avila Camacho)* | 

My Dear Mr. Present: I am writing you because I believe that 
| a splendid opportunity has arisen for me to apply the general prin- 

ciples of friendly cooperation which we discussed during our meeting 
_ at Monterrey. I have been told that your Government has again | 
moved forward to implement the Rio de Janeiro and Washington 

| Resolutions ® by vesting the enemy-owned chemical and pharmaceu- 7 
tical companies in Mexico. I understand that you plan to use these 

| companies in connection with a program which is directed at the de- 

velopment of a nationalized drug and chemical industry, theexpansion _ 

of your own domestic production, and the training of Mexicans to run 
that industry independently. I understand further that we in the © 
United States, by furnishing certain’ management. skills, technical _ 
services and supplies, could make a definite contribution to the success _ 
of this project. I am anxious to extend all possible assistance to — | 

. your program because I consider it to be of great importance both to 
the economy of Mexico and the security of this hemisphere. | 
Mr. Leo Crowley, our Alien Property Custodian, hasexpressed tome 

his desire to place the facilities of his companies at your disposal. — - 
He has described to me a program involving the use of those facilities, 

_ which, he believes, could make a solid contribution to the success of _ - 

 » = A notation. on the file copy indicates that ‘this message was signed by | 
the President and mailed via diplomatic pouch on June 24,1948. = # = || | 

_.-* For correspondence concerning this visit, see pp. 417 ff. = 
| “For ‘text of: the resolutions.of.the Third Meeting of Foreign Ministers of | 

the American Republics, held at Rio de Janeiro, January 15-28, 1942, see Depart- : 
ment of State Bulletin, February 7, 1942, pp. 117-141. For correspondence 
eoncernhing: this Conference, see Foreign Relations, 1942, vol. v, pp. 6 ff. . For : 
text of the resolutions of the Conference held at Washington June 30-July 10, 

| 1942, see Pan American Union, Congress and Conference Series No. 39: Final 
Act of. the. Inter-American Conference on Systems of Economic and Financial | 
Control (Washington, 1942). For correspondence concerning this Conference, 

. see foreign Relations, 1942, vol. v, pp. 58 ff. | :
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your plans. I too believe that he could be of real service. I have 
accordingly asked Ambassador Messersmith to present. Mr. Crowley’s 

| proposal to the appropriate members of your Government. | | 
I have emphasized to Mr. Crowley that I wish him to be prepared to 

extend his fullest cooperation to you in the achievement of your ob- 
jectives. Moréover, I have instructed him that the companies under 
his custody are to be used in the broad interests of your general pro- 
gram. You will appreciate that I am not in a position to issue such 
an instruction to a private American corporation. — | | | 

: I fully recognize that arrangements for the management and de- —s_— 
velopment of the Mexican chemical industry are matters for your 

| determination. I wish merely to emphasize my belief that the Alien 
Property Custodian, because of the status of his companies as publicly- 
owned corporations, could effectively promote the welfare of the 
Mexican industry. Accordingly, I hope that. you will consider the 

| proposal of the Alien Property Custodian before reaching any final 
decision in the matter. | | - | 

I am communicating with you in this personal way rather than 
through official channels because I am confident that in matters of 
this kind you would agree with me that it is more helpful to us both to 
communicate with one another in this direct and personal manner. 

May I say again how much I valued the conversations I had with 
you during our recent meetings and how truly beneficial I feel they 
have been to me. I am looking forward to carrying out the plans 
you were kind enough to suggest to me and I hope that I may there- | 
fore have the opportunity of seeing you again before many months 
have passed. : | 7 

With the assurances of my highest consideration and of my warm 
personal regard, believe me eo . 

Yours very sincerely, | | 

| 812.659/75 OO 

Memorandum by the Under Secretary of State (Welles) to 
| President Roosevelt | 

ee | [Wasutneron,] June 28, 1943. 

Ambassador Messersmith has telephoned from Mexico City. He 
has received the instruction recently approved by you, directing him © 
to deliver to President Avila Camacho your letter regarding the | 
Alien Property Custodian’s proposal to furnish management serv-_ , 

| ices for the Mexican drug and chemical companies and to deliver 
to the Mexican Government the note containing the Alien Property 

| Custodian’s proposal. The Ambassador will, of course, carry out _



| MEXICO | 511 

| these instructions. He has requested that, before these documents | 

, are delivered, I lay before you the following expressions of his 

| opinion: ge ae | 

The Ambassador has been informed by Sefior Garfias that the | 

| American Cyanamid Company will withdraw its proposal to enter 
into a contract with the Mexican Government. He believes that, in- 

| stead of proceeding along this line, the Mexican Government wishes _ 

to work out a management arrangement with a group of American = 

companies. _ - oo | 

The Ambassador believes that the Mexican authorities would not a 

) wish to enter into a contractual arrangement with a company which 

had been formerly controlled by the Germans. 7 | 

~ He believes further that the Mexican authorities would not favor 

a management arrangement made through an agency of this Govern- | 

ment. He says that he understands that two members of the com- 

mittee in charge of this matter in Mexico have so declared. — oe 

He believes that the proposal would be embarrassing to the Presi- ; 

| dent of Mexico, since the Ambassador believes that President, Avila 

Camacho would not be able to accede to the proposal, and yet will 

find it most difficult to refuse the proposal endorsed by the Presi- 

dent of the United States. — . - OS : 

Finally, the Ambassador expresses the opinion that the proposal 

may result in no action being taken, with the result that after some 

lapse of time companies may find their way into private hands, and 

the replacement program may be prejudiced. Se 

It was explained to the Ambassador that most of the points which | 

_ he raised were canvassed by the agencies which have participated in 

: _ the consideration of this matter and in the preparation of the memo- 

randa for your consideration. However, he urges strongly that his 

| views be presented to you. I presume that you will wish the instruc- 

/ tion to stand and wish me so to inform the Ambassador. 
oe es | Sfomner}| W[etrzes] 

740.00112A/Huropean War 1989/38248 : Airgram | ao 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

oe | México, D. F., July 2, 1948—11 a. m. 

| | | a [Received July 5—3 p.m.] 

A-1541. Reference is made to Record of Action of meeting of Inter- : 

departmental Committee on Proclaimed List held on June 16, 1943, 

stating that deletion of certain names listed therein and that deletion | 

generally of names in List 2 *+ is subject to a report from the Em- | 

% For explanation, see footnote 7, p. 476. :
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| bassy that an undertaking * has been obtained: by the Mexican 
Government from each name indicated. _ eee eS 

The Embassy feels that the requirement of an undertaking would’ , 
_ be undesirable and recommends that this not be made a condition for 

deletion of Proclaimed List names for the following reasons: | 
_ 1. Requirement by Mexican Government of such an undertaking 
would constitute official recognition by it of the Proclaimed List. It 
has always refused such recognition and it is believed that it wilk 
not change its attitude in this respect. | | | ke 

_ 2. An undertaking such.as that requested by the Interdepartmental — 
Committee would constitute a duplication of existing laws of Mexico 
which prohibit trading with enemy aliens and persons classed as such, 
and would place the Mexican Government in the embarrassing posi-_ 
tion of requiring it to obtain from its own citizens statements to the 
effect that such citizens would obey the laws of Mexico. es 
~ 8.-The great majority of individuals included on List 2 are of such 
economic insignificance that the benefits resulting from. undertakings 
furnished by them would be negligible. Many of the firms and 
individuals listed for deletion cannot befound.  — ce 

_. 4, The condition that undertakings be furnished as a prerequisite 
to deletion of Proclaimed List firms and individuals is not included 
in the agreement, the terms of which were submitted by the Am- _ 

_ bassador to the Mexican Government in his memorandum of August, . 
10, 1942. It is believed that Mexicans would take position that our 
Government, under terms of that agreement, is not justified in 
requesting undertakings. _ | | 
' Lastly, it is believed that to raise the issue of undertakings at this 
time would bring into discussion many subjects about which the 
Mexican Government has already indicated its disagreement and 
therefore the introduction of such discussions would result in dis- — 
advantages far outweighing any advantage or benefits which might 

_. be derived from the undertakings. eee 

~ This matter has been fully discussed with the British Consul Gen- 
: eral in Mexico who is in complete accord with our viewpoint that 

these undertakings are inadvisable and unnecessary. The Embassy 
is asking the Foreign Office, however, for its cooperation in informing 
Mexican firms which have been intervened not to have any trans- 
actions with Proclaimed List firms and individuals outside of Mexico 
in international transactions. 
. : RE GEE _ : | MEsSsERSMITEH: 

*Term applied to a formal commitment by an individual or company not to 
have business dealings of any character with any firm or individual on the : 
Proclaimed List. = ©... a — oe | - :
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fo 812.659/50: Telegram. Sone eod nll Ba | 

? Lhe Secretary of State to the Ambassador in Mexico (Messersmith) : 

: ee ee - Wasuineron, July 2,1948—9 p.m. 

_ 1078. Your views concerning instruction no. 3574 of June 24, 1948 
were placed before the President. The President replied as follows: 

- “TI do not think we should withhold having Messersmith make the 
suggestion. Ithink he should do so but with the definite explanation | 
that the action decided on is wholly up to the decision of the Mexican 
(lovernment and that we are.not. trying to force anything down their 
throats, | eee ee s | a | os oo 

| ~ “But I do think it important that President Camacho and Secretary __ 
| of State, Padilla, receive the information direct instead of through =| 

a committee or any other Mexican authority” = | 

| ‘In accordance. with the foregoing, please transmit the note and the | 

President’s letter with the explanation quoted above. We should, of 
course, appreciate being promptly informed of the reaction of 

President Camacho and the other Mexican authorities... | 

812.659/87 8 SLOSS seems at vane ghee. 

: Lhe Ambassador in Meaico (Messersmith) to the Under Secretary 
oe et — of State (Welles) | cas sp pee 

core i baeiep bo | México, D. F., July 7,1948. > 
Dwar Sumner: I have to refer to my letter of June 28° with regard 

to the proposed means of collaboration suggested by the Alien Prop: 
erty Custodian on the part of our Government with the Mexican =| 

| Government in the reorganization of the former German chemical and 
pharmaceutical firms in Mexico. I felt that I should bring to your 
attention and to that of the President, the thoughts which I expressed _ 
in my letter of June 28. I now have the Department’s telegram No: | 
1078, of July 2, 9 p. m., to the effect that this matter has been discussed 

, with the President and that he desires me to deliver the letter to Presi- 
dent Avila Camacho and to forward the note’ ‘suggested by. the | 
Department. 9 | Bn DME ag SR Sa RG a 

IT have accordingly taken the appropriate steps, as you will note —_ 
from the appended despatch.*® I am of course deferring to the | 
opinion of the President and of the Department in this matter and | 

_ I presented the matter in the most effective and I.am sure the most | 

| .. "Not printed. The substance of this letter was covered by the telephone | 
conversation reported in the memorandum of June 28 by the Under Secretary of — 

_ State to President Roosevelt, p. 510. | re 
“Note No, 1488, July 3, not -printed.. Copy transmitted to the Department by 
the Ambassador in Mexico in his despatch No. 11260, July 7 (not printed). _. | 

“No. 11260, July 7, not printed. | Me fevteiee sng ® | |
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acceptable manner possible this morning to both Dr. Padilla and to 
the Under Secretary, Mr. Torres Bodet. They were very reserved in 
their attitude, as I felt they were sure to be, but I presented the matter 

- in the most effective manner possible and I feel that they will at 
least be prepared to see a representative of the Alien Property Custo- 
dian in due course, to go into this matter further, for they will un- 
questionably want further details before reaching any decision. What 
their ultimate decision will be after discussing the matter with a 
representative of the Alien Property Custodian, I cannot foresee, but | 
I do believe that on July 12 there is now a possibility that I will be | 
informed that they will at least be prepared to discuss the matter 
with a representative of the Alien Property Custodian. : 

Please assure the President that in view of his desire that I present __ 
this matter, I have done so and have done so in the most effective 
manner that I could. I will keep the Department informed of any | 
developments. Oo 

With all good wishes, believe me, | | 
Cordially and faithfully yours, G. S. Mrssmrsmrri 

| 740.00112A European War 1939/33602 | : 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

No. 11213 | oO México, D.F., July 8, 1943. | 
a oe [Received July 14.] 

Sir: I have the honor to refer to this Embassy’s Airgram No. 1541 
dated July 2, 1948 at 11 a. m. which recommends that our Government 
not require individuals now included on the Proclaimed List to give 
an undertaking as a condition precedent to their deletion therefrom. | 

. Reference is also made to this Embassy’s despatch No. 11212 dated 
| July 8 [10], 1948 °° stating that on July 7, 1948 a conference on Pro- 

| claimed List matters was held between Sr. Cordoba of the Foreign | 
Office, Ingeniero Topete Bordes of the Junta de Administracion, and 
Messrs. Bay and HollandoftheEmbassy. = 

| At the meeting on July 7, 1948 the subject of undertakings was 
brought up voluntarily by the Mexican officials. Ingeniero Topete i 
Bordes stated that the Junta de Administracién strictly prohibits 

| vested companies subject to its management and which have been 
deleted from the Proclaimed List, from having any business dealings © 
of any character with any firm or individual whose name still appears 
on the Proclaimed List, even though the firm be one which has been 
vested by the Mexican Government. When asked whether this pro- 
hibition would extend to List 2 individuals upon their deletion, he re- 

| plied that the Junta de Administracién is concerned only with vested 

® Not printed. oe | |
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| firms and its policies would therefore not apply to such individuals. — | 
: Sr. Cordoba then stated that the Foreign Office had no legal right to re- 

quire a Mexican citizen to furnish an undertaking not to deal with 
| Proclaimed List firms since under the laws of Mexico, such dealings 
| are not prohibited. He stated that if the Foreign Office undertook to — 
. summon List 2 individuals and require such an undertaking of them, it | 
! could place itself in an embarrassing situation since the Attorney Gen- | 

| eral could properly issue instructions that it cease such practices. Sr. 
| Cordoba stated however, that in cases where individuals voluntarily 
i presented themselves to the Foreign Office seeking its assistance in 
| obtaining their deletion from the Proclaimed List, he could and would | 
| gladly obtain from them such an undertaking. He pointed out at the | 
| same time that to obtain undertakings in this manner from all List 2 | 

individuals would be impractical since some might not ever present — 
themselves voluntarily at the Foreign Office. hE 
The foregoing information is submitted to the Department as being 

_ relevant to the subject of the Embassy’s Airgram No. 1541 cited above. | 
The Embassy will await the Department’s further instructions. _ 

| Respectfully yours, = For the Ambassador 
| | | Henry F. Homann  _ 
| Oe | | Special Assistant 

812.659/80 oe | 
| The President of Mexico (Avila Camacho) to President Roosevelt 

| a Mexico, D.F., July 9,1948, | 
My Dear Mr. Preswent: I take pleasure in acknowledging receipt 

of your kind letter of the 24th of last month, in which you mention the | 
possibility that the Alien Property Custodian, Mr. Leo Crowley, put | 
at the disposal of the Mexican Government members of the enterprises 
which he manages, in order to contribute to the success of our chemical 
and pharmaceutical industries. - | rn | 

_ dam very grateful to you for the spontaneous and friendly interest 
: with which you have been good enough to consider this matter within 

_ the framework of close cooperation which characterizes the develop- 
ment of relations between our peoples and, although for the present I 

- am not in a position to make a concrete decision in this matter, I be- 
lieve that it would be very suitable for Mr. Crowley himself—or his | 
authorized representative—to come, informally, to Mexico with the ob- 
ject of explaining his projects more fully since everything which 
could result in a collaboration of mutual benefit for our Republics 
will always be warmly welcomed byus. | - | 

_ If you consider that the trip I allude to can be accomplished, I shall 
_ appreciate your letting me know either directly or through Ambas- 

_ Sadr Messersmith, who is fully acquainted with the matter as he has |
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_ likewise begun discussions regarding it with the Secretary for Foreign 

AffairsofMexicn = ag a 
In the last paragraphs of your letter you kindly refer to our inter- _ 

views at Monterrey and Corpus Christi. I also retain the best of 
recollections of the important conversations we had on that occasion, 
which gave me the opportunity of appreciating directly and person- 

ally the noble democratic fervor of your decision in favor of a policy _ 
of equity and social justiceforour America. = 

_ With the hope of seeing you soon in the manner in which we planned : 

it during our méeting in the month of April, I greet you with all con- 

sideration and renew the assurances of my cordial friendship. _—_. 

_ eM, Avia Camacro 

| 740,00112A Huropean War 1989/84288 

The Ambassador in Mewico (Messersmith) to the Secretary of State | 

No. 11508 ee Mixtco, D. F., July 20, 1948. 

LEE s+ FReceived July 28.] 

- Sr: I have the honor to refer to the Department’s Circular In- 
struction. dated’ June 18, 1943, transmitting to this Embassy a copy 

| ofa memorandum entitled: “United States Financial Assistance to 

Eliminate Undesirable Ownership and Control from Proclaimed List | 

Firms”. The Embassy is instructed to transmit to the Department 

any comments, suggestions, or questions which it might have, partic- | 

ularly with reference to the problems of Mexico. __ 

| “ The Embassy is of the opinion that funds are not needed for the 
purpose of furnishing firms which have been seized by the Mexican 

Government with working capital. Mexican officials have, in con- 
ferences with officers of the Embassy, indicated that most of the seized 
firms are in excellent financial condition and, in fact, have an excess 

of available capital which has accumulated as a result of their ina- 
bility to purchase American merchandise. 

| The Embassy is further of the opinion that it would be inadvisable 

to offer financial assistance as an encouragement to the sale of seized 

firms by the Mexican Government. This conclusion is based on | 
ee several considerations. | ye a 

All Proclaimed List firms the seizure of which was recommended by 

, the Embassy have been vested and, so long as they are operated by the 

Mexican Government, there need be no fear of undesirable activities. 

| It is feared, however, that, should they be sold, a strong possibility 
would exist that the purchasers would be dummies who, at the expira- __ 
tion of the war, would return the enterprises to their former owners. 

"The Mexican Government: has indicated.a desire to retain and 

Not printed. 
re



| operate these companies at least for the present. As previous cor- | 
Tespondence on this subject reveals, it has established an elaborate | 
and efficient organization for the administration and development of | | 
the seized firms, an organization which appears to be determined to. ) 

_ seethatthecompaniesprosper. = Bo : 
That the policy of the Mexican Government does not envisage the _ | 

sale of the vested enterprises is also evidenced by statements of various | 
interested persons that the minimum bid required when El Nuevo | 

_ Japon, Trapeha S.A., and certain other vested companies were offered _ | 
_ for sale in the latter part of 1942 was so high as to make bidding = | impossible. This, coupled with the fact that the offer of sale has not | 

‘been renewed since their deletion, despite the fact that the representa- | 
| tive of the Junta de Administracién stated to the Embassy that the 4 

| reason the firms were not sold was that no one wanted to bid on a | 
 Proclaimed. List firm, indicates that these offers may have been made | 
without any real intention to sell the firms and solely because of the | 

| favorable impression that the offers would make on this Embassy. — : 
_. Further evidence of the Mexican Government’s present unwilling- | | 
ness to offer vested firms for sale arises from the fact that although | : 

| there is at present a. large amount of interested capital available in | 
__ Mexico for investment in such firms as these, it has been reported thas sd _ the Mexican Government has discouraged overtures from local. in- | | 
_ vestors seeking. to negotiate for the purchase of vested firms. | 

_, In view of the foregoing, it is not believed that an offer of financial | 
assistance such as that described in the circular instruction under | 

_ reference would improve the situation in Mexico. The prosperity _ 
and growth of vested firms under government ownership and direction 
constitutes in itself the best assurance that they will never be relin- 

| quished to their former owners. The more important aims of a pro- 
gram of financial assistance, namely, the adoption and enforcement _ 
of a comprehensive program to eliminate undesirable elements of 

- ownership and control from seized firms, have already been obtained in _ : 
| Mexico. As has been stated, Mexico’s program for controlling enemy _ 

property is effective not only in its terms but also in the vigorous man- | 
ner of its application. The Mexican Government has not only seized | 
all firms whose vestiture was requested by this Embassy, but has also __ 
taken over numerous other Axis enterprises. It has not only dis- 
charged those employees whom its own investigations revealed to be 
undesirable, but has also removed others who were discharged forno _ 

__ other reason than because the Embassy requested it. Some individuals | 
| have been discharged at the request of the Embassy even though the  ~—tgK 

company by which they were employed had already been deleted from | 
the Proclaimed List. The cooperation between the officials of the | & 
Mexican Government charged with the administration of vested |
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companies and officers of the Embassy has been frank and sincere. 

The Embassy has encountered no resentment against its suggestions 

, regarding the administration of seized firms. On the contrary, the 

responsible Mexican officials have on several occasions pointed out 

that, because of its numerous sources of information, the Embassy can 

frequently be of material assistance tothem. Oo a 

For the foregoing reasons, namely: - | 

| - q. That there is at present ample capital in Mexico available for 

investment in the vested firms, a oe | | 

“b. That the general policy of the Mexican Government is against 

their sale, ; SO | 

-¢. That their prosperity under the administration of the Junta de 

Administracién is a strong factor operating against their ultimate 

return to their former owners, | | oo 

_ d. That a possibility exists that if they are offered for sale the 

former owners would attempt to repurchase them through dummies, 

o. That Mexican controls over enemy firms are satisfactory, _ 

the Embassy believes that the type of financing described in the 

Department’s instruction under reference is not needed in Mexico 

and that many of the purposes of the proposed financing have already 

been accomplished. — | — | 

Respectfully yours, — | | For the Ambassador, 

/ ee | Cartes A. Bay 

| | | — ——- Commercial Attaché 

812.659/95 ©. . | | cope 

The Ambassador in Mewico (Messersmith) to the Secretary of State | 

a as [Extracts] On | 

No, 12148 México, D. F., August 14, 1943. 

: oy / [Received August 19.] 

Sir: In continuation of the Ambassador’s despatch No, 11442 of 

July 18, 1948,% concerning the above subject, and with particular 

reference to the Department’s telegram No. 1259 of August 5, 2 p. m.,* 

informing the Embassy that Mr. Morrison G. Tucker, Assistant to 

the Alien Property Custodian, was due to arrive in Mexico City on 

August 8, I have the honor to inform the Department that immedi- 

ately upon the arrival of Mr. Tucker the whole subject was thor- 

oughly gone over with him, and the memorandum which he brought 

with him from Washington was given careful consideration by the 

| Ambassador and the Counselor of Embassy for Economic Affairs. 

In these discussions, it was found that some of the features of this 

* Not printed.
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memorandum would surely be unacceptable to the Mexican Govern- | 
ment, and it was accordingly decided to prepare a memorandum | 
with certain changes which could be left with the Minister of Foreign | 
Relations and which,’ it was felt, would be acceptable in the main to _ 7 
both governments and, also, practicable in operation, | 
A copy of the memorandum as prepared and as submitted to the | 

Minister of Foreign Relations is attached hereto.... 00 | 

Respectfully yours, — | | For the Ambassador : 
Oo . Tuomas H. Locxerr | 
Oo Counselor of Embassy for Economic Affairs 

Sn Ree [Enclosure] | OO | 

Memorandum by the American Ambassador in Mewico (Messersmith) | 
to the Mexican Minister for Foreign Affairs (Padilla) | 

President Roosevelt, in his letter of June 24, 1943, to President | 
Avila Camacho, expressed his desire to extend all possible assistance ! 

| to the Mexican Government in its program of utilizing certain former | 
German companies for the further development within Mexico of 
the chemical, pharmaceutical, dye and allied industries. President | 
Roosevelt’s letter also expressed his willingness to have placed at _ 
the disposition of the Mexican Government the facilities of certain | 
companies under the control of Mr. Leo T. Crowley, Alien Property 2 
Custodian of the United States, with a view of aiding the Mexican | 

_ Government in its program and to facilitating the training of Mexi- _ 
- ean technicians and, also, to increasing the supplies of products neces- _ 

sary to the Mexican economy. | Oo 
In acknowledging President Roosevelt’s letter, President Avila 

Camacho stated * that he welcomed any contribution which would : 
result in a collaboration of mutual benefit and that Mr. Crowley, or, | 

| one of his associates, would be received informally in Mexico to dis- _ | 
cuss more fully any suggestions which Mr. Crowley might make. In | : 
accordance with this exchange of communications, Mr. Crowley has ; 
designated Mr. Morrison G. Tucker to come to Mexico as his | 

-._- representative. . | a : 
. _In Embassy Note number 1438 of July 3, 1943, submitting Presi- | 

dent Roosevelt’s communication, the Ambassador of the United States : 
outlined a possible approach to the problem of the Mexican Govern- _ : 
ment as suggested by the Alien Property Custodian. Since the trans- 

- mission of this suggestion, the Alien Property Custodian and other , 

| @ Letter of July 9, p. 515. : | 
Not printed. — - | 

461-035—64-——34 | 7
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Agencies of our Government have given further and careful consider-. 
| ation to all possible measures of assistance and cooperation which 

- would be in line with the traditional policies of the Mexican. Gov- 
- ernment and which would accomplish the ends which the Mexican 

Government has in mind with respect to its domestic chemical and 
pharmaceutical industries. | Be 

| Bearing in mind the best interests of the two Governments, the 
Alien Property Custodian and other Agencies of the United States 
Government believe that maximum benefits may be obtained for 
Mexico under a plan such as herein suggested, which would draw 
upon the technical and supply resources not only of the chemical 
concerns controlled by the Custodian, but also of other private United 
States enterprises. Accordingly, the following plan is submitted for 
the consideration of the Mexican Government as a basis for further 
discussion. As will be readily discerned, the plan is not complicated, 
but is essentially simple. It leaves the decision to the Mexican Gov- 
ernment or an Agency thereof as to what services it may desire from 
companies under the jurisdiction of the Custodian or from other pri- 
vate companies whose facilities may be beneficial to the success of | 
the Mexican program. = = 2 ©:  —. » en 
_.The plan proposed isasfollows: = ©. | oe 

- 1--It is suggested that the Mexican Government organize a-Com- 
pany for the purpose of holding the former German equity and credit 

| interests in certain vested concerns engaged in the pharmaceutical 
and chemical field. The holding of the stock and other interests in 
these vested companies would give the Mexican Holding Company full | 
control while leaving each individual vested concern separate as to 
its assets and operating management, if so desired. By maintaining 
each vested concern as a separate entity, instead of combining the 
assets of all vested concerns into a whole, individual United States 
companies could make separate contracts with individual vested en- | 
terprises.. It will be noted in Item 3 that the plan herein suggested 
provides for separate contracts or agreements between related Mexi- 
can. and United States companies or groups of companies. It is sug- 
gested that the directorate of the Mexican Holding Company be small 
and be made responsible to the President of the Republic or to the 
Junta Intersecretarial. ae a 

9.—It is further suggested that a Joint Commission be appointed 
to be composed of five members. Three members of this Commission 
should be chosen from the directorate of the Mexican Holding Com- | 

pany, the president of the Mexican Holding Company serving as | 
chairman of the Joint Commission. The two United States members 
of the Commission should be named by the Alien Property Custodian. _ 
This Joint Commission would act ina liaison and advisory capacity 
to the Mexican Holding Company and to the Alien Property Cus- 
todian. It would advise as to which companies, both Mexican and | 
United States, should be included in any agreements or contracts and, 
also, as to what provisions and terms the contracts and agreements 

| should contain. 7 _
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-_.3-—The Alien Property Custodian controls a number of chemical ! 

and pharmaceutical concerns which manufacture many of the prod- 

ucts which have been. distributed in Mexico by concerns now vested 

by the Mexican. Government... Such concerns under the control of 

the Custodian would be in a. position to make separate and favorable | 

contracts or agreements with corresponding. concerns vested by the 
Mexican Government. These separate contracts or agreements in 

-gome instances might only provide that the United States company | 

- will supply the Mexican company with products which it requires | 
for domestic distribution and sale. In the case of another Mexican _ | 

| company, the contract might require not only the supplying of United | 

States. products, but, also, technical assistance. Still another inter- 

yened company might not only require a source of supply and tech- 
nical aid, but, also managerial assistance. Furthermore, there is a 
zroup of vested companies whose primary function is to distribute — : 
products throughout the Republic of Mexico and this group might | 

need 'the experience and-assistance of experts from large United States 
distributing organizations. The main point is that the Mexican | 

Holding Company would choose the type of assistance which each | 
individual vested company or group of companies might require. | 

‘The request for this assistance would be transmitted to the Alien — | 

- Property Custodian through the Joint Commission, and the Alen = 

Property Custodian would recommend the company or companies ! 
under his jurisdiction. best. fitted to give the assistance required by the — | 

Mexican Holding Company. Should the Alien Property Custodian | 
find that. no company under his jurisdiction was adequately equipped _ ) 

_to perform: the services requested by the Mexican Holding Company, : 

then, he would solicit the cooperation of other independent United 

| States companies whose experience, skill. and organization would 
most efficiently meet the requirements. Thus, the Alien Property _ | 

Custodian would plan to-draw not only-upon the resources and skill _ , 

of companies under his jurisdiction, but, also, upon United States | 

industry in general. It is envisioned that the contracts or agreements 
to be made with the vested Mexican companies would not have the oo 
Alien Property Custodian as a party thereto, but, the individual com- 
panies under his jurisdiction or other private companies desiring to — 
participate. ss | — ee eee | 

_ 4,.—It is important to point out that the Alien Property Custodian, 7 
_ Mr. Leo T. Crowley, is also the Director of the Office of Economic 
Warfare. This latter Agency is the licensing authority for exports _ ) 
from the United States and, therefore, Mr. Crowley is in a favorable : 
position to facilitate the necessary supply arrangements within the | 
limits imposed by the joint war effort of ourtwo Republics. : 

-. 5.—By means of the Joint Commission the Mexican Holding Com- | 
- pany could make known to the Alien Property Custodian its desire | 

- for the establishment or creation of new or additional facilities 
essential to the healthy development and expansion of the pharma-_ 

- geutical and chemical industries in Mexico. The Alien Property _ 
Custodian would use his best efforts to assist the Mexican Holding | 

Company in these respects. _ | eee ea 

“ Successor of the Board of Heonomic Warfare. : one | |
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6.—With reference to the former German trademarks, it is sug- 
gested that they gradually be retired from active use by the vested 
companies and that new trademarks be instituted. During the period 
while the new trademarks are being established in the market, they 
would be used in conjunction with the old German trademarks, the 
latter being withdrawn as the new trademarks become known. Other : 
aspects of the trademark question could be considered by the Joint 
Commission. oe ee | 

| The plan suggested above has four primary purposes. First, it 
| affords the Mexican pharmaceutical, chemical, dye and allied indus- 

tries all possible assistance from United States industry. Second, the 
plan leaves to the Mexican Government the determination of the type 
and degree of assistance which each of the vested companies may 
require. Third, the plan provides that all commercial and business 
relations shall be between private United States concerns and the 
Mexican Holding Company or Mexican vested enterprises. And. _ 
fourth, unless the Mexican Government requests otherwise, the ad- 
ministration and management of the vested companies will remain _ 
entirely im Mexican hands. The purpose of the plan is to endeavor 
to make available to the Mexican Government sources of supply, 
technical experience and other forms of assistance which the Mexican 
Government may desire in relation to the development and coordi- | 
nation of vested companies in the field of pharmaceuticals, chemicals, | 

| dyes, and allied products. | | 

Mexico, August 10, 1948. | ee 

812.659/97 : Telegram | | 

| The Secretary of State to the Ambassador in Mexico (Messersmith) — 

| : Wasuineton, August 17,19483—9 p.m 
1348. From Acheson. Your personal letter August 18, 1943.° 
Full comment cn developments is being withheld pending receipt 

of the despatch referred to * in page 2 of your letter under reference. — 
If despatch referred to does not do so, please inform Department 

fully how the governmental commitments of the letters of President 
Roosevelt and Mr. Crowley are to be carried out under Tucker’s new 

suggestions. The Development Corporation was, of course, suggested 
by Tucker’s memorandum as the best method of discharging these re- 

, -sponsibilities. The Department has recognized from the outset the | 
political difficulties of this suggestion, but believed that the nature of 
the commitments made the assumption of responsibility by this Gov- 
ernment unavoidable. _ 7 _ | 

® Not printed. 
* Despatch No. 12148, supra. |
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While Tucker will of course be permitted considerable scope for 
negotiations within outlines of a general plan approved by the De- | | 
‘partment, it is suggested that basic changes in the Custodian’s pro- | 

_ posal should be referred to the Department before being presented to 
_ the Mexicans. The personal interest. in this matter of the President | 

and the importance of the over-all policies involved make it undesir- | 
able to rely on later clearance for basicissues. __ a / 

The Department’s comments.on Tucker’s memorandum should not 
be construed as a disregard of the bilateral character of the negotia- | 
tions. Rather, the Department has emphasized that the proposal must | 
recognize Mexican needs and expectations, especially in view of this 
(Government’s prior broad commitments. [Acheson.] | | 

812.659/80 a | | 

The Acting Chief of the Foreign Funds Control Division (Meltzer) | 
to the Assistant to the Alien Property Custodian (Tucker) 7 : 

| = le _ Wasutineton, August 27, 1943. ; 
Dear Tuck: I was glad to receive your letter of August 12th and the : 

copies of your letters of August 14th * to Jim Markham. _ : 
The negotiations seem to have gotten off to an excellent start, and we | | 

all feel that you and the Ambassador have very skillfully handled a : 
very difficult situation. Oo Be | 

As you know, we were not particularly wedded to the idea of a de- 
velopment corporation. It may be useful as a kind of historical note, _ 
however, to make a distinction between two questions. The first ques- 
tion is whether or not a development corporation would be a desirable : 
mechanism for organizing the resources of the Alien Property Cus- | 
todian and the other American companies in connection with the Mexi- | 

_ canprogram. The second question is the degree of intervention which | 7 
such a development corporation or any other instrument, such as | 
GAF,® for example, would exercise in the internal management of | 
Mexican businesses. We always recognized that the degree of such © | 
Intervention would be a matter to be worked out with the Mexicans. | 
However, it seemed to us that even if it were decided to have manage- _ 
ment which was exclusively Mexican, the development corporation | | 
might be an effective instrumentality for organizing United States | 
participation. For example, it might have functioned as the instru- | 
ment by which American technicians or supplies might be made avail- 
able to the Mexican management corporation even though it (ie. the 

“None printed. : | 
* Deputy Alien Property Custodian. | : : 
* General Aniline and Film Company (United States). | |
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development corporation) did not participate at all in internal opera- 

tions in Mexico. | | a OS . mo 

~ T have felt that we did not draw this distinction with sufficient. 

clarity. We would, of course, have been clearer but for the fact.that. 

the Cyanamid negotiations and various reports from Garfias and from. 

Mexico indicated that the Mexicans were prepared to accept a con- 

siderable degree of American participation in management. , 

It has been very pleasant to read Ambassador Messersmith’s com- 

mendatory reports about your work in Mexico. I hope your mission | 

will beaspleasantasithasbeeneffective. © = 
“ Sincerely yours, . = - Berwarp Meurznr 

812.659/100 | | | 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

Nor 19650 0 Mioxteo, De F., August’31, 1948. 

_ _ Sr: [have the honor to refer to the Embassy’s despatch No. 12649 

of August 31, 1948,” concerning the plans of the Mexican Government 

| to establish a chemical industry in Mexico and with particular refer- 

ence to the Embassy’s despatch No. 12148 of August 14, 1943, to trans: 

mit herewith a copy of the Spanish text of Note No. 359 dated August 

27, 1948, together with an English translation thereof," in which the 

Mexican Government outlines the terms under which it is willing to 

accept the cooperation of the American Government for a chemical in- 
dustryinMexico. ee eee 

| Tn brief, the Mexican Government proposes to organize a corpora- 

tion to take over the properties, interests and rights of certain German- 

owned companies now in the possession of the Mexican Government 

and which are engaged in chemical, pharmaceutical, dye and related 

: activities. When organized, the holding company is to have absolute — 

ownership over all the seized properties while maintaining within the 

corporation the integrity of each of the companies concerned.'The — 

Mexican Government is agreeable to the proposal that assistance re- : 

quired, either material, technical or administrative, be provided by | 

‘means of separate contracts or agreements between firms controlled by 
the Alien Property Custodian and the corresponding firms controlled 

| by the Mexican Government, or, in the event that no firm under the 

jurisdiction of the Alien Property Custodian possesses the appropriate 

factors, the cooperation of private American companies qualified by 

experience, ‘ability and organization will be sought. The Mexican | 

holding entity and the Alien Property Custodian shall each designate 

® Not printed. PURE Si seu : : a : eee | . ae - | i | 

7% Enclosures not printed. | |
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a cominissioner to act in consultative capacity and in liaison between i 
the Mexican organization and the Alien Property Custodian. Their | 

_ chief function shall be to determine the character of the assistance ) 
needed and which American company or companies are best able to 
furnish it. The Commissioners shall also deal with the question of the | 
creation of new or additional facilities necessary to the development. ; 
and expansion of the Mexican chemicalindustry. = = | 

_ ‘The communication from the Mexican Government takes note that | 
the Alien Property Custodian, as director of the office of Economic _ | 
‘Warfare, is in an advantageous position to facilitate the nécessary ar- : 
rangements for authorizing the exportation of supplies, subject: to the 
exigencies of the united war efforts of the two republics, and states that. 
a study will be made of the desirability of the gradual withdrawal | 
from active use of former German trade marks hitherto in use by the | 

: _ The note accepts the proposal as set forth in the memorandum pre- | 
sented to the Foreign Office, a report of which was forwarded ‘in des: 
patch No. 12148 of August 14, 1948, with the exception of two slight | 
modifications. ‘These modifications consist:in making the Board of | 

_ Directors of the Mexican holding company responsible to the President : 
of Mexico, and in the designation of two commissioners, one to repre-— | 
sent the Mexican holding company and ‘one to be designated by the _ | 
Alien Property Custodian instead of five commissioners as originally 
proposed. The modifications were suggested by Sr, Cabrera: in a:con+ | 
versation which took place on August 14 and reported to the Depart- 
ment in despatch No. 12153 of August 16, 1943.72 The’ Embassy | 
intends to make no acknowledgment of the note from the Foreign Office 
until it has received approval from the Department that the proposal | 
and the acceptance of it by the Mexican Government satisfactorily 2 
meet with the obligations of President Roosevelt with President Avila _ | : 

__. Camacho in their conversation which took place in Monterrey. phenol ebay | | 
Respectfully yours, = a For the Ambassador : 

os sing oe Counselor of Embassy for Economic Affairs — ? 

812.659/100 ee TE | 
The Secretary of State to the Ambassador in Mezico.(Messersmith) = =| 

No. 48050 -_,, Wasuineron, September 22, 1943. 
_ ‘Sir: Reference is made to the Embassy’s despatches no. 12649 and 

no, 12650, both of August 31, 1943,”* and enclosures, all with reference 

- ™ Not printed. _ a ne | * Despatch No. 12649 not printed. | eo ketncg “égee eh te Oe wen’ |
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to negotiations with the Mexican Government concerning the reor- 

ganization of the vested drug and chemical firms in Mexico. a 

The Department has studied very carefully the exchange of memo- 

| randa between the Embassy and the Mexican Government. The 
Department is disturbed by the implication in paragraph 3 of the plan 
as proposed in the Embassy’s memorandum of August 10% and re- 
flected in paragraph 2 of the memorandum from the Mexican Govern- 

ment,” that the contracts will be made with companies under the 

control of the Alien Property Custodian wherever these companies’ 

are adequately equipped to perform the services required by the Mexi-' 

can holding company. The change in the basis of negotiations which | 

excluded any participation by the United States Government or any 

instrumentality thereof, except in an advisory capacity, im the reor- 

ganization of the Mexican vested firms, should reduce the Custodian’s 

companies to the level of private companies in competition with the 

other private companies. Both the Alien Property Custodian and | 

the Department are unwilling to permit any arrangement which has 

the appearance of giving the Alien Property Custodian companies & 

competitive advantage in contracts which are to be negotiated on 

purely commercial basis. | OO 

Although it is clear that Mr. Crowley intends to direct his com- 

panies to make contracts which will be advantageous to the Mexicans, _ 

nevertheless, the Department and the Alien Property Custodian may 

be subjected to severe criticism for having used the Custodian’s gov- 

ernmental position to advance the interests of companies which are 

in competition with other American firms. The Department believes 

a that it is imperative that both our note to the Mexicans and their reply _ 

be rephrased so as to indicate that the commissioner appointed by the 

| Alien Property Custodian acting in the capacity of a representative 

of this Government, will use his good offices to select that American _ 

company best able to render the assistance required by the Mexican 

holding company on terms satisfactory to the Mexicans. 

The Department recognizes the difficulty involved in incorporating 

this change into notes which have already been delivered. Neverthe- 

less, in view of the unfortunate implication that 1s contained in the 

present phrasing of the notes, you are requested to place before the 

Mexicans this Government’s desire that the notes be amended to con- 

- form with the ideas expressed above. The Department is confident 

that the Mexicans will themselves appreciate the difficulties that might 

flow from a publication of the note in its present form. Representa- 

tives of the Department have had an informal conference with Mr. 

Mahoney of the Office of the Alien Property Custodian since his 

* Ante, p. 519. | | 
*% Dated August 27, not printed.
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return from Mexico and understand that this point has been re- | 

examined by the Embassy and that remedial steps along the lines | 

suggested above are being taken. _ a : 
With further reference to the note transmitted by the Mexicans, | 

the Department notes that the Mexican Government will study the 

desirability of adopting the trade-mark policy urged in the Embassy’s : 

memorandum. As indicated in the Department’s circular instruction | 

of July 17,” the Department feels that the continued use of the Axis | 
trade-marks is dangerous because of the possibility that it may facili- _ | 
tate the re-establishment. of the private arrangements for allocation | 
of markets that existed before the war. It is not intended by this 

to suggest that this Government is opposed to the re-establishment | 
of trade relations with enemy countries after the war, but merely to ) 
emphasize the necessity for obstructing the return of German cartel 

domination. It would, of course, be highly desirable if the Mexicans 

could be persuaded to take a stronger line in their note—to indicate, 
_ for example, agreement in principle, with study to be devoted tothe => | 

best means of carrying out the program. The Department realizes, | 
~ of course, that you and Mr. Tucker are thoroughly conversant with | 

the problem and have undoubtedly made every effort to gain the | 
adoption of a trade-mark policy consistent with the Department’s view. | 

The Department and the Office of Economic Warfare are somewhat | 

disturbed lest the Mexicans may be attaching a special significance : 

to the fact that Mr. Crowley is Director of the Office of Economic | 

‘Warfare. The Office of Economic Warfare has requested that it be | 

made clear to the Mexicans that allocations of material to the vested 

properties must be made in accordance with the relevant statutory | | 

| and administrative provisions and on an impartial basis in the light | 2 
_of war requirements and the requirements of the United Nations and 

| of all the American republics. The Department concurs in the Office : 

of Economic Warfare’s request. | 
It is noted that the exchange of notes makes no reference to the : 

- problem of the continued employment of Axis personnel. The De- : 
partment is confident that the Mexicans are in agreement that un- 2 

| desirable personnel not discharged at the time the companies were ? 

deleted from the Proclaimed List should be eliminated as rapidly as : 
suitable replacements can be found. If your discussions have not 
raised this point, however, it would be desirable to clarify this Gov- | 

- ernment’s position on this matter in order to make sure that there is a | : 

common understanding of the economic warfare objective to be gained. : 
With reference to the informal memorandum which Mr. Tucker | 

handed to the Mexicans at the conference on August 27,” the Depart- 

- ™® Not printed. oe | | 
™ Memorandum not printed. | | :
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ment is. concerned by the suggestion that a merger might be arranged _ 
of the vested Bayer Company and the Sterling organization in Mexico. 
It is far from clear to the Department whether the proposal is to have 
Bayer. acquire the-Sterling interests or whether the converse is-con- 
templated. -The. latter merger: would be covered. by the Sterling | 
Representations, and, as a consequence, would require the approval of 
the Department, Treasury and the- Department -of. Justice before it 

, could be consummated... There are informal, but nonetheless definite 
| indications, that-permission for such a transaction would not be forth- 

, coming. Moreover, it seems to-the Department desirable, froma 
| standpoint of policy, that the Sterling organization and Bayer, in view 

‘of the fact that they sell competing products, should not be merged but 
‘that their independence should be maintained. a 

- It is the Department’s thought that the Embassy’s note of reply 
might refer to: this Government’s-gratification at the success of the _ 

| negotiations between the Alien Property Custodian’s mission and the 
‘Government of. Mexico, and continue by stating that, in accord with 

| the.commitments made in President Roosevelt’s letter. to President — 
Avila Camacho, this Government would be happy to implement any 
suggestions that.the Mexicans might wish to make with reference to 
intergovernmental cooperation to supplement the arrangements al- 
veadymade 0 
_ The. Department wishes to congratulate you,.Mr..Tucker and the | 

members of your staffs on your splendid handling of very difficult and 
intricate negotiations. The Department recognizes that there may | 
arise many difficult problems in the implementation of the agreement 
that has been worked out. It is believed, however, that these difficul- 
ties can be readily overcome, and that arrangements within the frame- 
work which has been established will be beneficial to the economies __ 
both of this country and of Mexico, and conducive to the enduring © 
friendship betweenourtworepublics. 2° ©... 
_, Very truly yours, . a For the Secretary of State:. 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

No,.14002. = —. ._—. México, D. F., November 9, 1943. 
Se EReceived November 13.] 

| Sir: With reference to the Embassy’s despatch No. 13328 of October __ 
4, 1943, and the Department’s strictly confidential telegram No. 1735 
of October 15, 1948, 11 :p. m.,”* concerning the desirability of. revising 

| ® Neither printed. | | So
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paragraph 3 of the Embassy’s memorandum of August 10, 1948, con- 

taining the proposal of: the Alien Property Custodian to assist the a 

Mexican Government in its plans.to establish a chemical industry in | 

Mexico, I have the honor to inform the Department that the Embassy | 

submitted a revised memorandum to the Mexican Government which | 

bore the date of August 10, 1948, and substituted for the original text | 

of paragraph 3-the revised text of that paragraph as authorized by _ ) 

the Department’s telegram under reference. | 
_ The Embassy has now received from the Foreign Office an accept- | 

_ ance-of the Embassy’s revised memorandum of August 10,1943. The = 
communication from the Foreign Office is dated August 27, 1948,and | 

ig in all respects similar to the original memorandum of the Foreign : 

Office bearing that date. The only change is in paragraph 2, which | 

| has been modified to conform with the changes made in paragraph 3 | 

of our memorandum of August 10, 1943. In other words, a new | 
exchange of memoranda has been effected in which the text of para- | 

graph 3 of our memorandum of August 10, 1943, has been modified | 

in accordance with the Department’s wishes, and the memorandum =| | 
_ from. the Foreign Office has accepted the modification in a revised | 

memorandum. This last exchange of memoranda is, therefore, in | 
place of the original exchange of memoranda and is to constitute | 
theofficial record. 8 = sits oh te | , 

The only exception taken in the memorandum from the Foreign | 

Office to the revised text of paragraph 3 of our memorandum relates — | ! 

_ to that part of our paragraph 3 which reads as follows: “The request | 

| for this assistance would be transmitted to the Alien Property Custo- | 

dian through the joint commission .. .”.. The memorandum from | 

_ the Foreign Office states that requests for assistance will be trans- 

“mitted to the Alien Property Custodian through the Spegial Com- — 
_méssioner instead of through the joint commission, which is mentioned | 
in’ paragraph 3 of our memorandum. The Embassy perceives no— 

— objection to this change suggested by the Foreign Office, and it will 
await approval of the Department before making an acknowledgment - 
and accepting the terms of the communication. - _ ees re 

. There’ are ‘transmitted herewith copies of, the memorandum of , 

- August’10, 1943, with the revised paragraph 8 as submitted, and copies | 

of the memorandum received from the Foreign Office with revised i 
paragraph 2.79" ER Sin peplatie, Quaptrass a a : 

---Respectfully yours, For the Ambassador : 

Be Ce Tuomas H.Locwerr | 
| a . Counselor of Embassy for Economic Affairs - | 

| Latter not printed. | ON Eg PRI
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°F Emclosure] ns | 

Memorandum by the American Ambassador in Mexico (Messersmith) 
to the Mexican Minister for Foreign Affairs (Padilla) ) 

| | [Extract] | 

3.- Acting as an intermediary, the Alien Property Custodian is in a 
favorable position to use his good offices to the erid of procuring as- 
sistance for the Mexican Holding Company from either the com- 
panies under his control or private American companies, whichever 
may be best fitted to render the type of assistance required. After 

_ the Mexican Holding Company has chosen the United States firms 
. which it deems best fitted to perform the services required, then con- 

tracts between the companies under the jurisdiction of the Holding 
Company and the individual United States companies could be entered. 
into on a voluntary commercial basis. These separate contracts or 

| agreements in some instances might only provide that the United 
| States company will supply the Mexican Company with- products : 

which it requires for domestic distribution and sale. In the case of 
another Mexican company, the contract might require not only the 

| supplying of United States products, but also technical assistance. 
Still another intervened company might not only require a source of 
supply and technical aid, but, also, managerial assistance. Further- 

| more, there is a group of vested companies whose primary function 
is to distribute products throughout the Republic of Mexico, and this 
group might need the experience and assistance of experts from large 
United States distributing organizations. The main point is that the _ 
Mexican Holding Company would choose the type of assistance which 
each individual vested company or group of companies might require. 
The request for this assistance would be transmitted to the Alien — 
Property Custodian through the Joint Commission, and the Alien 
Property Custodian would recommend, after careful consideration, 
the company or companies best fitted to give the assistance required by 
the Mexican Holding Company. In this manner, the Alien Property 
Custodian would draw upon not only the resources and skill of com- 
panies under his jurisdiction, but also upon the United States industry 
in general. All contracts or agreements to be made with the vested 
Mexican companies would be made directly with the American firms 

: without the participation of the Alien Property Custodian as a party 

| thereto. | a | 

| Mexico, August 10, 1948. ee
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_ ARRANGEMENTS MADE BY THE UNITED STATES AND MEXICO RE- 
GARDING THE TEMPORARY MIGRATION OF AGRICULTURAL AND | 
OTHER WORKERS INTO THE UNITED STATES" =” 

811.504/1045a : Telegram - : 7 

Lhe Secretary of State to the Ambassador in Mewico (Messersmith) 

tif. _ Wasurneron, January 1, 1943—1 p. m. 
_ 1. From Agriculture. From best information available, for work | 

in essential crops in California and Arizona during year 1943, we | 
would need following movement of Mexican Agricultural workers: 
Entering United States in January, 2800; February, 3200; March, 

— 8200; April, 2600; May, 1400. Returning to Mexico: June, 2200; 
July, 1800. Entering United States in August, 8200, September, 4800. . 
Returning to Mexico : October, 3800; November, 6400 ; December, 6000. | 
These figures may be subject to certain adjustments, but present indi- ! 

_ cations are that any such adjustments would tend to increase them | 
to some extent rather than decrease. _ | Oo - ! 

Ifshort staple cotton, pruning, general farming and livestock enter- | 
prises are included, the peak on account of these operations would _ : 
reach 50,000 in November 1943. Should these be included we will | 

_ submit itemized month by month figure. BS | 
We should appreciate this being brought to attention of proper | 

_ Mexican authorities, asking their approval as quickly as possible, so | | 
necessary arrangements can be made with other agencies of United | | 
States concerned. [Agriculture.] _ : | ! 

—-811.504/984: Telegram a | | | | | | 
Lhe Ambassador in Mewico (Messersmith) to the Secretary of State | : 

| a Mexico Crry, January 8, 1943—7 p. m. ) 
a | : [Received January 9—3:07 a. m.] ) 

| 21. Our Farm Security people engaged in recruiting agricultural | 
laborers * are somewhat embarrassed by the fact that about 5000 ot 
laborers are applying for the approximately 1000 jobs presently being : 

filled. As yet we are under no pressure from the Mexican authorities ) ___ but it is possible that we soon may be. It would accordingly be help- | ful if the Department might expedite reply to the Embassy’s telegram | 
No. 9 of January 4, 8 p. m.,®* since if by January 14 authorization is | 

“For previous correspondence concerning agricultural workers, see Foreign _ Relations, 1942, vol. v1, pp. 537 ff. - | : | “For data on United States governmental agencies involved in the recruiting ft program, see telegram No. 1001, J anuary 26, to the Chargé in Mexico, p. 537. “Not printed; it indicated that large numbers of laborers refused to renew their contracts and returned to Mexico only to reappear in the recruiting lines oF in the next season. The Ambassador urged the Department to find a way of using these laborers between seasons. (811.504/1046) oe .
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given for engaging additional workers all difficulty relating to the 

present large number of applicants will probably disappear. It 

would be preferable were we able in informing the Mexican Govern- 

ment of additional recruiting to be able to give them a well worked — 

out plan as requested in theabovecitedtelegram. = ss 

Farm Security people here point out that there may be some contro-. 

versy in the United States in the event efforts are made to collect the 

victory tax® and the California state compensation tax which is. 

understood tobeof 1%. 
CO | | : i: MrEssERSMITH 

811.504/984: Airgram | a - | 7 oe ; a 

‘The Secretary of State to the Ambassador in Mexico (Messersmith) 

- cs Wasuineron, January 15,1948—4:45 p.m. 

- A-939. Reference is made to the Embassy’s telegrams nos. 9* and 

91 of January 4 and 8, 1943, respectively, and to the telephone con- 

versation between Messrs. Bursley * and MacLean on January 14 

regarding the securing of agricultural workers in Mexico under the 

agreement of August 4,1942.5%5 =~ _ oe | 

Major Walker of the Farm Security Administration® has now 

| informed the Department of the following after 2 days of conference , 

with officials of the War Manpower Commission and after checking 

with the Immigration and Naturalization Service. = = - 

1. It is understood that the total of 3,000 workers certified for the 

California beet growers in lots of 1,500 each on September 3 and 

| September 26, respectively, can be maintained in California by select- 

| ing and contracting additional workers to replace losses by return 

of workers to Mexico. This total can be maintained without further 

certification until March 1, 1948 and it is subject to extension on or 

| before that date if the United States Employment Service certifies 

as to the continued need for this group of workers. oo 
9. Arrangements have been made to permit the use of contingents — 

| of the 3,000 mentioned above for other crops than beets, forexample 

for citrus fruits, which would permit the immediate selecting of 250 

workers for citrus crops, or other similar contingents, provided the — 

total number in the United States does not exceed the total of 3,000. 

84 A’ five percent tax upon the “victory tax net income”, i.e., gross income less. __ 

certain items such as depreciation, amortization, alimony, interest paid, ete. 

See Subchapter D of the Internal Revenue Act of 1942, 56 Stat. 884. a | 

* Not printed, but see footnote 88, p. 531. _ Be 
% Herbert S. Bursley, Counselor of Embassy in Mexico. | | a 

| 37 W. G. MacLean of the Division of the American Republics. _ | — 

® Wor correspondence on the negotiation of the agreement, see Foreign Rela- 

tions, 1942, vol. v1, pp. 537 ff. For text of the agreement, see Department of State : 

Executive Agreement Series No. 278, or 56 Stat. (pt. 2) 1759. , a 

® Maj. John O. Walker, Assistant Administrator, = esses
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Major Walker says that Mr. Hewes® has been instructed to clear 
_ this matter with Mr. Brown * in Mexico City. = on 

~~ 8. On October 8, 1942 there was a certification of 2,000 workers for 
_ Arizona cotton and 500 workers for vegetable crops at Yuma, Arizona. 

The 2,000 certification expired on December 1, 1942, and no workers. | 
| were nor can be now supplied under this certification. Approximately 

_ 451 workers have been supplied for Yuma, and although the certifi- _ 7 
cation contained no time clause, Immigration ® said that no further 

_ workers should be selected under’ this certification. On January 15, a 
however, Immigration called to reverse this point, and state that 49 | 
can be recruited now and that the 500 total can be maintained in the . 

__- United States until further notice without further certification. 
__ 4, On October 28, 1942, there was a certification for 1,800 workers: | 

for the Imperial Valley. Some 733 of these workers were contracted | 
in November, and it is the Department’s understanding that the bal- | 
ance of approximately 1,000 workers has been selected and contracted : 
in recent days. This certification is on a different basis. It permits | 
maintaining the workers in the United States for 90 days from the 

_dateofentranc. = | OE | 
5. At present under consideration by the United States Employ- 7 

- ment Service of the War Manpower Commission are certifications —s_ 
from its field representative for 300 workers for Kern County, Cal- 
ifornia, 700 for the State.of Arizona, and 10,500 for unspecified crops. 
in California. Major Walker states that he has reason to believe | 

‘that the first two certifications will be endorsed during the next few 
_ days and forwarded to Immigration, together with 3,000 of the 

workers specified in the last certification, the balance to await thé | 
receipt here in Washington of the detailed report from the USES * | 
field representative. So She RE | 

6, In regard to the 1948 estimate for workers, contained in the De- | 
partment’s telegram no. 1 of January 1, 1948, and the subject of the 

| Embassy’s telegram no. 9, Major Walker states that the June. and 
duly contingents marked for return to Mexico can be ignored, and - 
that he believes there will be no diffictilty in absorbing these workers. _ 

In regard to the guayule workers, Major Walker states that | 
studies are being made to determine the peak times of need in this. | | 
field with the idea of being able to meet peak demands by shifting of | 
off-season surpluses of workers from New Mexico and Arizona. Such | 

_ ashifting would help to take care of any surplus from the adjustment __ | 
mentioned in 6 above. Major Walker is not able to make a definite == 
statement on the guayule workers until the studies mentioned above — 

“Lawrence I. Hewes, Regional Director, Farm Security Administration, - | | “Harry F. Brown, Representative of the Farm Security Administration in OE Mexico City. - cae yh OL cheng 
~ “The Immigration and Naturalization Service. - een | 

United States Employment Service. |
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are completed, and likewise lacks specific information regarding long 

staple cotton workers. anion Oo re 
8. The victory tax, referred to in your telegram no. 21, has been 

held not to be applicable to workers brought in, Major Walker states, | 

but he does not yet have an opinion as to whether the California state 

compensation tax is applicable. Oo oe | 

Major Walker has promised to keep the Department informed on 

- developments in regard to the points listed above, and this informa- > 

7 tion will be promptly forwarded to the Embassy. — 

‘He also suggests that the Embassy may wish to mention informally / 

| to Mr. Hidalgo ™ of the Foreign Office the desirability of increasing. 

- the amounts withheld for savings to be returned to Mexico. He feels _ 

| that many of the workers are spending their earnings freely on non- 

essentials and that it would be to their interests to have more savings 

at their disposition upon return to Mexico. The Department per- 

ceives no objection to this suggestion. _ oe an 

ss Tmmigration on January 15 further clarified the question of re- 

placements by stating (a) that replacements could be contracted only | 

for unexpired period of certification. Those in 2 above, for example, 

ean be given contracts expiring March 1; those in 4 above for any 

remaining period of the 90 days from entry of the contingent work- 

| ers of which are being replaced. For example, if the Farm Security 

Administration wishes to replace any losses from the contingent of 

733, contracted in November, the contracts given replacement workers 

would be for the unexpired portion of 90 days counted from the date 

of entry of the original 733. Any replacements under the 1,000 Just 

contracted under the same certification, however, would be contract- 

able for the unexpired portion of 90 days counted from January 14 

or 15, the day in which it is presumed they would enter the United 

| States. (5) Future certification is expected to be on one definite time 

basis, similar to that explained in 1 and 2 above. (c) Replacements | 

will need new global entry permits from Immigration (but not new 

certification). (d) Immigration will telephone new information 

regarding certifications directly to the Department. oe - 

| $11.504/1009: Telegram | | 

The Chargéin Mexico (Bursley) to the Secretary of State 

| - | Mexico, January 18, 1948—4 p.m. 

| | | [Received 10: 15 p. m.] 

53. Reference Department’s airgram 939, J anuary 15, especially 

paragraph 5. I cannot too strongly urge upon the Department the | 

“Hrnesto Hidalgo, Oficial Mayor of the Mexican Ministry for Foreign Affairs, |
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necessity for prompt action with regard to: (a) presentation of a 
- specific program to the Mexican Government with regard to the re- 
cruitment of agricultural workers in 19438. (Plan heretofore fur- | 
nished in Department’s telegram No. 1 as amended by paragraph 6 

- of airgram 939 appears satisfactory basis if) (6) immediate author- 
ization for recruitment of substantial number of farm laborers is 
received here. | oes | | | 

The Mexican authorities are confronted with an acute problem =| 

caused by the movement to Mexico City of about 4,000 workers who | 

cannot be absorbed under existing authorizations. These workers, 

who are said by Mr. Brown to be of a type well qualified for our 
needs, create a problem in connection with their feeding, lodging, et 

| cetera. Unless we can recruit a substantial part of these people the | 
Mexican Government must expend money for their support or return 

totheirhomes. ee - | eee 
While this problem is not directly of our making it is a political | 

problem for the MexicanGovernment. = —— | 
With no desire to be an alarmist over the situation I venture to ~ cs 

predict that if we do not formulate our plans promptly we are in — 
_ danger of collapse of the agricultural recruitment program. Brown 

shares this view particularly following statements made to him in the | 
Mexican Department of Labor daily for more than a week, which have ._ 

| indicated that it is not interested in piecemeal recruiting of small __ 
groupsa few hundred. _ | Pee | - 

| | - Bursiey 

811.504/984: Telegram | | — ney o 

ss Phe Secretary of State to the Chargéin Mexico (Bursley) 

— WFasHINGTON, January 18, 1943—9 p. m. a 

94, Further reference Embassy’s telegram 21, January 8. Immi- 
gration Service has informed Department of following additional 
certifications for Mexican agricultural workers, and Farm Security - 
Administration has confirmed them, stating that Hewes has been 
asked to inform Brown in Mexico City, January 14, 300 workers for _ 

Kern County California, and January 15, 3,000 workers for essential — | 
crops throughout California. Both certifications specify December _—_’ 
31,1943 asexpirationdate. = = = | ee 
SC , - Ce Aun © 

461-035-6435 : | | | | oo
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811.504/1039 | EE a | 7 

- The Chargé in Mexico (Bursley) to the Secretary of State 

No. 6878. -—,- Mzxtco, January 22, 1943. 
a [Received January 29. | 

_ Sm: I have the honor to refer to the Embassy’s despatch 6783 of 

. January 19, 1943, regarding the recruiting of agricultural laborers. 

- This morning I had a talk with Sefior Hidalgo, who informed me 
that the Embassy’s note,® of which a copy was furnished the Depart- 

| ment under cover of despatch 6783, gave in writing the data he needed _ 

for further conversations with the Mexican Labor Department. _ - 

| Sefior Hidalgo said that the Labor Department was making a study | 

with regard to the extent to which and places where agricultural labor 
would be available for the United States. He again referred to the 
probability that after the present situation was cleared up recruiting 
would take place in two or three other parts of the Republic. | 

He said he could not assure us that the number of men we wanted 
would be available, but said that since [once?] the data were avail- 
able he would endeavor to give us an indication month by month of the 

number of workers who could be recruited in Mexico. In this respect 
he mentioned that beginning around May there would be considerable 
need of agricultural labor in Mexico itself. | | 

| He said that he would ask the Mexican Labor Department to act as 

’ promptly as possible in compliance with the request contained in our 
note. : 

He said that the Mexican Government “declined courteously” our | 

informal offer to appoint a small group of “collaborators” to super- 

vise the Mexicans in the United States who had been recruited under 

| the cooperative program. He said that for both practical and funda- 

mental reasons the Mexican Government did not feel it could accept _ 

| our suggestion. I again reminded Sefior Hidalgo that we had made 

this suggestion because of our familiarity with budgetary difficulties | 

| in connection with items that had not been foreseen, but that we of — | 

course did not desire to insist. Sefior Hidalgo again stated that the 

| offer was appreciated but that he and the Minister of Labor had de- 
cided that they would have to find the funds somehow and probably _ 

| for a greater number than the small group I had mentioned, in view of _ 

the increased number of Mexicans who would probably be in the 

United States before very long. | | 

I pointed out to Sefior Hidalgo that we urgently needed a number 

of the workers currently being requested but that we had sought to _ 

have the requisition expedited and made as large as possible witha 

view to helping in the solution of the problem in Mexico City. Senor : 

*® Not printed. |
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_ Hidalgo said he understood this as a cooperative action on our part 
and that the problem had become less acute because of the exodus of 

| an as yet undetermined number of those who were clamoring for work. | 
- Sehor Hidalgo again offered his full cooperation to us. 

| Respectfully yours, Hezrsert §. BurstEy | 

 -811.504/984: Telegram _ | a | 

_ Lhe Secretary of State to the Chargé in Mewico (Bursley) 

oo oe WasHIneTon, January 26, 1943—5 :45 p. m. 

/ 1001. Reference is made to the Department’s telegrams nos. 1 and 
94 of January 1 and 18, 1943, respectively, and to the Department’s _ 

_ alrgram no. 939 of January 15, 1943 regarding the securing of agri- | 
cultural workers from Mexico in the present year. 

Major John Walker of the Farm Security Administration has in- 
formed the Department that the War Manpower Commission has 
turned over to the Department of Agriculture the complete operating | 
responsibility for recruiting and placing of all farm labor, and that 
this action gives that Department, and consequently the Farm Security 
Administration, the entire control over certification both for determin- — | 
ing the need for farm workers and for designating the place from 
which workers will be secured, subject to the policies of the War 
Manpower Commission. He stated that the new arrangement made 
it possible for the Farm Security Administration to carry out the — 

| 1943 program or estimate for the securing of workers from Mexico 
as set forth in the telegrams and airgram under reference. Headded 
that this would also permit the Administration to certify immediately 
the need for the balance of the 10,500 workers for unspecified crops 
in California as set forth in paragraph 5 of the Department’s airgram _ 
no. 989, the certification of 8,000 of which was the subject of telegram 
no. 94. oe | 

_. Major Walker further pointed out that the new arrangement would 
permit prompt handling by the Administration of any future difficul- 
ties such as those caused recently in Mexico City when 5,000 workers 
caused disorders in seeking selection for 1,000 contracts then available, 
and said that this assurance could be given to the Embassy. It was 
stated to him that this statement would be given only to the Embassy 
and in confidence, because if the information were given to the in- 
terested Mexican officials it might be interpreted in the future asan_ . 

obligation on the part of this Government to supply contracts for all 
applicants. He agreed with this point, and promised to keep the 
Department informed of future developments including the progress 
made in the next few days in organizing the Farm Security Adminis- _
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tration to handle these increased responsibilities for the whole farm > 
labor program. ee 

811.504/1002 : Telegram . 

| The Secretary of State to the Chargé in Mexico (Bursley) 

WASHINGTON, January 28,1943—2 p.m. 

, 141. Reference is made to the Department’s instruction no. 2402 of => 
January 6, 1943 and to the Embassy’s despatch no. 649 [6496] of 

January 9, 19438, in reply thereto,®* in reference to the selecting in 
Mexico of workers other than for agriculture. a , 

The Ambassador ® discussed this question today with Governor 
McNutt of the War Manpower Commission, and it was agreed that 
the Embassy should explore with the Mexican Government the ques- — 
tion of an arrangement similar to that of August 4, 1942 to permit 
the selecting and contracting in Mexico of unskilled workers for | 
employment in the Southwest on railways, in mines and possibly in | 
other industries. _ Ce 7 

You are requested to inform the Mexican Foreign Office of this 

| Government’s desire to negotiate such an arrangement in the under- 
standing that if this meets with that Government’s approval a repre- 
sentative of the War Manpower Commission will proceed to Mexico | 
City to take part in the negotiations. Oe | | 

Please expedite reply.* | RE | 

$11.504/1091 : Airgram | ee | . 

| The Chargé in Mexico (Bursley) to the Secretary of State “ 

- | Mexico City, February 18,1943—lla.m. | 
a ss Received February 20—10 a. m. | 

A-377. On the basis of rumors that a report to the President of 
“Mexico * by Ingeniero. César Martino, Manager of the National Bank 

of Agricultural Credit, and particularly a recommendation in the | 

report that an international commission be established to control the = 
recruiting of Mexican laborers, was responsible for the present delay | 
‘in recruiting, I called on Torres Bodet? last night to ask whether such 
‘rumors had any foundation. He stated that they had absolutely no 

- Neither printed. ee ; ce 
* Ambassador Messersmith was in Washington at this time; he left Mexico | 

“City on January 15 and returned there March 1. Ae | 
- 8In his telegram No. 105, January 29, 1943, the Chargé indicated that the 
-Mexican Government was agreeable in principle (811.504/1043). 0 > 

°° Manuel Avila Camacho. oe So 
+ Mexican Under Secretary for Foreign Affairs.
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foundation and that the only difficulty was the one he had previously 
discussed with me confidentially, namely, the current disorganization 

/ in the Department. of Labor. | 7 os 
Torres Bodet said that a telegram had been sent to the President 

_ of Mexico on February 16 with a view to ascertaining whether it | 
_ might be possible to expedite the recruiting of agricultural laborers. 

Torres Bodet said that in the absence of a reply from the President 
there was nothing further that he or I could do to facilitate the 
resumption of recruiting. | | oes Lane | 
Ce  Borsney 

| 811.504/2032a: Telegram | - an | 

| The Acting Secretary of State to the Ambassador in Mexico 
. oo — (Messersmith) oy 

LER, ag se - ‘Wasutneron, March 10,1943—9 p.m 
850. I received the visit this afternoon of three of the California 

congressmen who, acting as delegates of the entire State representa- oy 
_ tion, desired to impress upon us the need of doing everything we 

could to urge the Mexican Government to facilitate the sending of a 
_ agricultural laborers to the United States. I shall greatly appreciate 

it if you will telegraph me what the latest developments in this con- 
nection may be and what the prospects are for a satisfactory solution 
of this question, © CO SIGE ERE Sa 

| Se | : 0 Wenrms 

811,504/2048 : Telegram. | ey Ve ge : 
The Ambassador in Mewico (Messersmith) to the Secretary of State : 

aes ora ‘Mexico Crry, March 16, 1943—7 p. m. 
Mei login ee [Received March 17—1: 40 a. m.] 

_ 254. Reference Embassy’s telegram No. 246 of March 15, 4 p. m | 
| - Recruiting of farm labor was resumed this morning with some 4,000 

applicants. Oo nS oe 
Hewes arrived and made courtesy calls at the Ministry of Labor and. | 

the Foreign Office. At the former Ministry there has been a com~ | 
| plete turnover in personnel with the appointment of a new Minister 

and Hewes gathered the impression from the officials whom he met. — | 
that there is considerable opposition within the Ministry to the method. | 

| which has so far been employed in the selection of transportation and. ) 
handling of workers on arrival in the United States. Sonn Sae | 
_ At the Foreign Office the Acting Chief of the Diplomatic Section ] 
stated to Mr. Hewes and an officer of the Embassy that. the President. 

| * Not printed. | mS Bee | |
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has given strict instructions to members of the Government to col-_ 

laborate fully with the United States in efforts to supply as many ‘ 

workers as possible under the terms of the August 4 agreement. 

Discussions with representatives of the interested Mexican Govern- 

ment agencies will start Friday evening. The Embassy will be rep- 

resented and will follow this matter closely. | | | 

os | MEsSERSMITEL 

811.504/2119 

The Ambassador in Mexico (Messersmith) to the Under Secretary 

of State (Welles) 

a [Extracts] | | 

| OO a Mexico, March 23, 1948. 

Dear Sumner: I received late Sunday your strictly confidentialtele- 

gram No. 405, of March 20, 7 p. m.,? stating that you had had a talk 

with Commissioner Joseph Eastman ‘ on that date in which he stressed 

the great urgency of our railways in the Southwest to secure some four ) 

or five hundred track workers from Mexico. He stated that from the 

standpoint of the general war effort it is vitally important that these | 

men be obtained. You asked me to telegraph whether the Mexican 

Government is willing to render this cooperation and will recruit such 

labor, especially as our Government is rendering and has rendered so 

much material assistance to the Railwaysof Mexico. 

I have gone into this detail to try to make it clear that we have had, 

| first of all, to maintain and to salvage the agreement for agricultural 

labor which we actually have and which is so good and which must — 

remain in effect. In view of the opposition which there was to 

this agreement from many quarters, and powerful ones, you will quite 

appreciate that I could not press too strongly for this new agreement 

for labor other than agricultural. To do so would merely have ac- . 

centuated the opposition which we had to the agreement for agricul- 

tural labor and in my opinion would have made it impossible for us to _ 

carry through. In other words, if I had pressed on this new agree- 

ment for unskilled workers other than agricultural too strongly, the | 

| result would have been that we would have got lip service so far as the 

agreement for agricultural workers is concerned but no progress in _ 

recruiting. Because of the manner in which we have handled it I 

think we can safely say that the agricultural agreement is now again 

safe and that we can look forward to steady and continuous recruit- 

ment of agricultural laborers to at least 50,000 this year. I need not | 

tell you that it was absolutely essential to follow this prudent course, | 

* Not printed. : | oe 
* Director of the Office of Defense Transportation.
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. because if the agreement for agricultural labor had fallen down we 
_ would have had tremendous criticism from wide sectors in Congress 

at home, both of this Embassy and of the Department, and of the | 
Mexican Government, etc. | | 

| Of course we have constantly kept alive the negotiation of anew __ 
| agreement for unskilled workers other than agricultural and we have 

constantly kept this in the discussion, and the Mexicans have con- 
_ stantly told us that they are in agreement to negotiate, but stressed ==> 

that they wished to get the agricultural agreement in shape and re-_ 
cruitment started before they went at this other too actively. Wenow 
hope to make some progress on the other agreement, but we are still | 
not yet ready to have someone come down from the Manpower Com- : 
mission to talk about this, for it is not adequately advanced here. . . . 

I have consistently tried to make it clear at home that while we 
think we will get such an agreement for unskilled workers other than 
agricultural in due course, it will not give us in any degree the number 

_ of workers which the agricultural program is giving us. I have also | 
tried to make it clear that the urgent situation which confronts our 

_ railways in the West cannot be met in the immediate future by such 
unskilled track workers from Mexico. The railways will have to find | 
the immediate solution for their immediate problem in some other 
way. Imade this adequately clear before I left Washington in Febru- | 
ary, so if the railways have continued to depend upon the Mexican 
supply of labor for the solution of their problem it cannot be any 
responsibility of this Embassy. Oo - 
_ You may be sure that we are giving this matter our very careful 
attention and we are at it every day. It is just one of those things | 
that we cannot work out in a day. - | 
~ With all good wishes, | | ES a . | | 

Cordially and faithfully yours, _ G.S. Mussersmira © 

811.504/2059: Telegram | ; Oo ve | 
Lhe Ambassador in Mewico (Messersmith) to the Secretary of State 

| Mexico Crry, March 23, 19483—9 p. m. 
| [Received March 24—1:10a.m.] : 

| 288. With further reference to Department’s instructions 2645 of | 
February 18.5 Stevens of railway mission ° informs me that it would | 
greatly complicate the railway rehabilitation situation as well as the 

* Not printed: it asked the Hmbassy on behalf of the Farm Security Adminis- | : tration to approach the Mexican authorities regarding a guarantee of the return +t of American railroad equipment if it was sent into Mexico for the transport of 
agricultural workers (811.504/1071). | | oe - 

| * Oliver M. Stevens, member of the United States Railway Mission to Mexico. |



542 FOREIGN RELATIONS, 1943, VOLUME VI | 

railway labor situation were we to bring American equipment or train _ 

crews into Mexico to transport laborers recruited in Mexico for the 

United States. He assures me that he can make necessary arrange- 

ments with Mexican railway administration to move all laborers 

recruited here. | te , 

We have on several occasions discussed the matter with the Foreign 

Office but have had no response. In view of statements by Stevens we _ 

shall not press this matter with the Mexican Government. . 

| | | | . Marssersmirit | 

811.504/2087 : Telegram . 

| The Ambassador in Mexico (Messersmith) to the Secretary of State 

| Mexico Crry, April 2, 1948—7 p. m. 

| [Received April 3—3: 20 a. m. | 

| 331. Reference Embassy’s telegram 288, March. 93, 9 p. m., 19438. 

National Railways today informed Brown of Farm Security Adminis- 

: tration that with railway equipment presently assigned to movement 

of agricultural laborers to the United States it will be possible under 
speedup now provided for to move 7000 workers monthly to the United 

States.’ This would involve sending five train loads of 750 workers 

each to Ciudad Juarez each month and 650 workers to Guadalajara 

five times each month. | a oo 

Bursley has discussed this with Stevens of railway mission who 

states that at least this rate should be attained and that after April 10 

he believes further increase would be practicable especially in view of 

probable availability of additional equipment after that date. Stevens 

again very strongly emphasized the inadvisability of sending Ameri- 

can railway equipment to Mexico for the movement of laborers. _ | 

-_ Representative of War Manpower Commission” arrived here today. 

- We shall of course know nothing of number of unskilled non-agri- 

| cultural laborers to be moved until the outcome of impending con- | 

| versations with authorities of Mexican Government on this subject 

have developed. _ ES Oo 
es Oe ‘MrssersMITH 

811.504/2114: Telegram _ | | a 

The Ambassador in Mexico (Messersmith) to the Secretary of State : 

| | Mexico Crry, April 18, 19483—7 p.m. 

| [Received 10: 45 p. m.] | 

368. The Mexican Government informed the Embassy this after- 

noon that it has agreed in principle to the contracting of 6000 non- 

7 Arthur W. Motley, Chief of the Employment Office, Service Division, Bureau 

of Placements. | | a
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agricultural workers in Mexico for work in the United States during > 
— 19438. The Mexican Government would appreciate learning at the | 

earliest possible moment the month by month breakdown of needs — 
during 1948 for these 6000. Please inform Motley of War Manpower 
of this message. a , : 

fe Mk | | MrssERSMITH | 

811.504/2148 oe ePo By AS Ra 

The Ambassador in Mewico (Messersmith) to the Secretary of State 

No. 9808 —  Mxtc0, D. F., April 15, 1948. 
Se oe PETRA T [Received April 23.] | 

_ Sm: T have the honor to furnish the Department with some observa- : 
tions which are the result of compiling the figures available to the | 
Embassy concerning the recruiting of agricultural workers for work 
in the United States in order to show the rather urgent need for fur-_ 
ther figures on estimated needs of agricultural workers for 1948, fol- 

- lowed closely by a certification of these needs. es 
The Department’s telegram No. 1 of January 1, 1 p. m., estimated 

_ needs during 1943 at 26,200. Up to the present date the Embassy has | 
received certifications of needs covering 23,200. There have been __ 
transported to the United States up to and including today 11,491 _ 
workers. This leaves a balance of 14,709 more workers to be recruited | 
and transported in order to meet the total estimate of 26,200 for 1943. 

_ At the present time recruiting and shipping of workers are being 
_ earried forward at the rate of 1,400 per week. This means that within - 

ten weeks or by the end of J une there will have been recruited and 
| transported to the United States all those workers covered by the _ 

estimated needs. | - | | 
The Mexican Government has stated that it will be willing to con- | 

sider the recruiting of agricultural workers to the over-all amount | 
of 50,000 during 1943. It has made it clear, however, that it cannot | 
consider any larger number because of the effect this might have on | 
Mexican domestic economy and because of possible political repercus- | 

| sions. This should be borne in mind in any revision which is made 
of estimated needs of workers from Mexico during this year. On the | | 
one hand we may not expect more than 50,000 workers from Mexico | 
and on the other hand we should consider that it would be unfortunate 7 
to require a lesser number of workers because this would show that _ 
there is not the urgent need in the United States for these workers _ | 
which is a matter we have continually kept before the Mexican : 
authorities. © Se. oe a | | 

Since the Department’s telegram of January 1, referred to above, , 
stated that it would not be necessary to send workers to the United | :
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| States during June or July unless further certifications are received, 
the recruiting of agricultural labor will automatically be suspended 

: during July. It is the view of the Embassy that it would be very 
unfortunate if recruiting had to stop for any reason whatsoever 
because of the many difficulties, mostly administrative, which are | 
involved in getting it started again. Furthermore, we have continued 
to impress the Mexican Government with the urgent need for labor 
in the United States and therefore the Mexican Government can 
hardly be expected to understand why recruiting should stop because — 

| of a lack of certifications of need. | SO 
| | In the almost daily conversations the Embassy has had with officials 

of the Mexican Government on the general subject of recruiting of 
laborers the Mexicans have pointed out the absolute necessity for 
them to have as accurate an approximation as possible of the estimated. 

| needs of both agricultural and non-agricultural labor expected from 
| Mexico during this year for the Mexicans themselves are responsible . 

for undertaking to have a supply of such laborers available for 
recruiting and they must of necessity gear the supply to the demand. - 

It would be appreciated if each certification of need sent to the 
Embassy for transmission to the Mexican Government could be 
accompanied by a statement that the number of workers in each case 
is included within the over-all estimate of needs for 1943. The For- 
eign Office asks this question each time a certification is notified toit. 

I therefore urge the Department to convey the contents of this 
despatch to the appropriate Departments and Agencies of the Gov- 

| ernment in order that the Embassy may be enabled to supply the 
Mexican Government with the information requested. 

Respectfully yours, For the Ambassador: 
| _ Hersert 8. Burstey 

| Counselor of Embassy 

811.504/2142 os | | 

| The Ambassador in Mexico (Messersmith) to the Secretary of State 

| No. 9318 | Mzxico, D. F., April 15, 1948. 
| [Received April 23.] 

Sir: I have the honor to inform the Department that there has been | 
brought to my attention in connection with the transportation of 
Mexican workers for work in the United States a proposal whereby : 

such workers would be transported in box cars. 
At the present time such labor is being accommodated in first and 

- gecond class day coaches. However, the coaches which have been 
made available for this purpose are shuttled constantly between 
Mexico City and the border with no time out for repairs. If in
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the future it is desirable to transport more workers regularly, it will 
_-be extremely difficult, I am reliably informed, to find any further first’ | 
or second class coaches. _ | | eee 

IT realize that the above conflicts with the opinion in the Embassy’s | 
telegram No. 288 of March 23, 9 p.m. However, Stevens’ original 
estimate that all necessary rail equipment could be made available to | 
move these workers, should be revised because a closer examination 

| of the situation does not warrant such optimism. The Embassy is oe 
_ watching this matter closely and, bearing in mind the circumstances : 

explained in its despatch no. 9308 of April 15, 1943, is prepared to 
press the Mexican authorities for more equipment or permission to 
enter American equipment whenever that seems to be advisable. In 
this connection the help of Mr. Stevens will be invaluable. a 

In conversations where the matter of box cars has come up, I have 
made it clearly understood that I do not want the suggestion for the 
use of this type of transportation to come from any source within 
our Government. Frankly I see no objection to the use of box cars 
if the Mexican Government should propose it as an expedient and | 
as a means of moving the labor at a future time. The matter is merely 

| mentioned to the Department for its information in order that it may 
know of the stand taken by the Embassy in this regard. , | 

Respectfully yours, - For the Ambassador: 
| - Oo Herpert S. Burstey 

Counselor of Embassy 

811.504/2167 | | . 

Memorandum by Mr. W. G. MacLean of the Division of the American | 
| Leepublics® | oe 

| [Wasuineton,| April 20, 1943. | 

Of interest in connection with the continuing movement of Mexi- | 
can agricultural workers to the United States under the agreement of | 
August 4, 1942 is the following article appearing in the March 31, | 
1943 issue of Mewico News, official press bulletin of the Mexican For- | 

| elgn Office: | a | 

- “We have not received a single complaint up to now. But it pleases | 
me to answer, declared licenciado Padilla,® that of all the reports that, ! 
have reached this Ministry as well as those that have been graciously- 
rendered by the Manager of the Agricultural Credit Bank, ingeniero. | 
Cesar Martino, it is made clear that the Mexican laborers who are now 

_ in the United States are being treated most justly and they are receiv- | 

* Addressed to the Assistant Chief of the Division of the American Republics. 
eee) and the Assistant Adviser on International Economic Affairs (Mul-~ | 

*Luis Padilla Nervo, Oficial Mayor of the Ministry of Labor.
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ing every attention. The officials of the Public Administration who 7 
participate in the management of these laborers, demonstrate on every | 
occasion the highest spirit of consideration for our nationals. In this 
as in all other matters that the two countries, Mexico and the United 

: States attend, there is a sentiment of cordial cooperation.” _ | 

811.504/2163: Telegram | | | 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

| | Mexico Crry, April 26, 1943—6 p. m. 

| | [Received 9:24p.m.] 

408. Reference Department’s telegram no. 630 of April 24, 6 p. m.® 

It is hoped that Agriculture understands the consequences of refusal __ 

to accept the Mexican proposal regarding lodging and subsistence. 

It came as a complete surprise to the Mexicans to learn during the | 

present negotiations that, Mexican workers are not receiving lodging 

and subsistence during the 25% period but are receiving these mini- 

mum comforts only when needy and on a welfare basis. Therefore 

the present Mexican proposal merely confirms what the Mexicans | 

state was originally intended as the meaning of this guaranty under _ 

the original wording of the agreement. The Mexican argument de- | 

signed to rebut our contention that such treatment of Mexican workers 

amounts to discrimination against domestic workers is as follows: 

(1). The American worker usually has his family who can take care 

of him during a period when he is not earning wages, the Mexican 

has no such recourse. (2). The American worker may change his 

- employment. freely when he finds he can earn more wages somewhere | 

| else. The Mexican may not change his employment during the period 

of his contract without violating the contract. The Mexicans also _ 

refer to the possibility that the Farm Security Administration may | 

not continue to administer this program after June 30; with subsist- 

ence only available to Mexican workers where needed and on a grant 

basis, the Mexicans insist on adequate guaranties that whatever 

agency administers this program after June 30 will be obliged to | 

furnish lodging and subsistence as a part of the guarantee to the | 

Mexican worker. © a 

I believe therefore if we return with a flat rejection simply on the | 

basis of our present policy we may be fairly certain the present nego- | 

tiations will collapse. We have reached complete agreement on all 

other phases of our negotiations on the agricultural and non-agricul- - 

tural agreements. As I have repeatedly pointed out to the Depart- 
ment these are very delicate matters and I believe our refusal to 

Not printed; it conveyed the rejection by the Department of Agriculture of 

any change in the existing practice of providing food and lodging to the migratory 

workers (811.504/2162a). . |
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accede to this most reasonable proposal of the Mexicans will result in — 
a stoppage of recruiting and an imputing [unpugning] of our good 

| _ faith in the entire undertaking. I should emphasize that it is prob- 
able that difficulty over this aspect of agricultural agreement may | 

| prejudice non-agricultural agreement. We had expected to sign | | 
boththis week, TET | 

" oy ee ORGS —. Miessersmerrer 

| 811.504/2177: Telegram | EE ue ORs ak ae cs s 

Lhe Ambassador in Mewico (Messersmith) to the Secretary of State 

| Mexico Crry, April 28, 1948—9 p. m. 
co Received April 29—5 a. m.] : 

_ 416. Reference McGurk’s letter to McGregor of April 27 and 
_ Embassy’s airgram no. 914, February [April] 28, 11 a. m., 1943.22 oe 
_ Hewes departed Mexico City for conference in Salt Lake City today. _ 
Matter was discussed with him prior to departure and this afternoon 
with Brown local FSA ® representative. N either Hewes nor Brown 
object to using present staff to recruit non-agricultural labor but the 
situation described in airgram under reference should be borne in mind. — 
Total train capacity as Board worked out for May is at present 7000. 

_ Total recruiting possibilities on basis of 24-day month and 500 per 
day is 12,000. Taking care of Agriculture’s requirements of 7000 

_ workers during May a balance of 5000 non-Agricultural workers can 
be recruited with present recruiting force during May. _ | 

_. The Embassy is satisfied that the Mexican Railways have arranged 
to place maximum equipment at disposition FSA during May. There- 
fore if War Manpower branch expects 5000 during May and does sid 
not desire to interrupt scheduled flow of agricultural workers it | 
should arrange with Office of Defense Transportation to furnish __ | 

_ American rolling stock for transportation of industrial workers. , 
Neither the Mexican Government nor the Embassy has any obj ection | 
_to the employment of American railroad equipment but Mr. Tello + | 

| of Foreign Office explained this evening that the Mexican Govern- | 
ment desires a complete outline of the schedule under which such U.S. | 
equipment would be moved into and out of Mexico. At such time as : 

this information is made available the Embassy will endeavor to | 
secure from the Mexican Government the undertaking mentioned in : 
the Department’s airmail instruction no. 2645 of February 18, 1948.5 

ee — | MessrrsMira sid 
| 4 Robert G. McGregor, Jr., Secretary of Embassy. be Se ey | | 

“Neither printed: oe a | oe | 
* Farm Security Administration. 7 roe : “ Manuel Tello, Chief of the Diplomatic Section of the Mexican Ministry for Foreign Affairs, Mise ogc: os ~ Not printed, but see footnote5,p.544. 0 |
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~811.504/2184 : Telegram . oo 

The Ambassador in Mewico (Messersmith) to the Secretary of State 

| - Mextco Crry, April 30, 1943—8 p. m. 
| | | [Received 11:55 p. m.] 

425. Reference Department’s airmail instruction No. 2975 of April 

8, 1943.1 Exchange of notes covering changes in the agricultural 

labor agreement of August 4, 1942 agreed upon by both Governments 
was made today effective April 26, 1943. Publicity will be given to 
this exchange by means of a communiqué to the Mexican press drafted 

_ by the Foreign Office and which will be handed to the press here at 

8 p. m., April 30 for release in press May 1, 1943. | 
Since the changes made in the basic agreement will apply not only 

to labor to be recruited but to all Mexican workers who have been re- 
cruited since the inception program, it is respectfully suggested that : 
the Department may desire to arrange to have some publicity given — 
‘to this exchange of notes thereby reaching some persons now employ- 
ing Mexican agricultural labor who will bé affected by the changes. 
An item of interest which might find its way into such a notice to the 
press might be based upon the fact that up to today’s date approxi- 
‘mately 15,000 Mexican workers have reached the United States and 
are engaged in agricultural work. 7,000 more are expected to move 
north during May and a total of 50,000 may be sent during 1948. 

It would be appreciated if whatever notification is given to the 
press in the United States’ is telegraphed to the Embassy for its 

information. 7 OS | 
| : OO MEssERSMITH 

[For text of agreement between the United States and Mexico 7 
revising the agreement of August 4, 1942, respecting the temporary 
migration of Mexican agricultural workers to the United States, ef- 

| fected by an exchange of notes signed at Mexico City, April 26, 1948, 
| see Department of State Executive Agreement Series No. 351, or 57 

Stat. (pt. 2) 1152.] oO re 

811.504/2204 es | ee 

Lhe Ambassador in Mexico (Messersmith) to the Secretary of State 

‘No. 9785 ee | México, D. F., April 30, 1943. _ 
OO Oo --—-- FReceived May 6.] 

Sir: I have the honor to refer to the Department’s airmail instruc- - 
tion No. 3062 of April 20, 1948 1* (File: 811.504/2116) authorizing this 

**Not printed. ©. a ee 
- “For statement released to the press on May 1, see Department of State 
-Bulietin, May 1, 1948, p. 376. a 

* Not printed ; it transmitted a letter and draft agreement from Paul V. McNutt.
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_ Embassy to proceed with an exchange of notes placing into effect an | 
agreement whereby Mexican non-agricultural laborers may be con- | 
tracted to work in the United States for certain specified periods and 
to report that I exchanged notes with Licenciado Ezequiel Padilla, 
Mexican Minister of Foreign Affairs, on April 30, 1943. These notes 
make the agreement effective April 29, 1943 and accordingly recruit- 
ing of this type of labor may begin as soon as certification is received 
and the machinery therefor is set up here. I enclose a copy of my 

_ hote” and the text in Spanish of the Foreign Minister’s note will be | 
sent by a later despatch, ——— | a 

I feel that the Embassy was particularly fortunate in having had | 
the assistance of Mr. Arthur W. Motley of the War Manpower Com- | 
mission who was here for ten days early this month in order to take __ 
part in the negotiations which led to the successful conclusion of the — | 
agreement. Aside from Mr. Motley and a representative of the Em- 
bassy the following assisted at the discussions: Sr. Manuel Tello, | 
Oficial Mayor of the Ministry of Foreign Affairs; Licenciado Padilla 
Nervo, Oficial Mayor of the Ministry of Labor; Licenciado Luis 
[Muis] Cortinas, Oficial Mayor of the Ministry of Gobernacién and 
Mr. Harry F. Brown, local representative of the Farm Security Ad- — 
ministration whose experience in the recruiting of agricultural labor 
under the Agreement of August 4, 1942 was found most helpful 

The Mexican Government has given its assent to the recruiting of | 
up to 6,000 non-agricultural laborers under this present agreement. 
It is possible that we may expect more when that number has been | 
contracted. At the present time and until further notice such labor | a 
will be recruited in Mexico City. The Mexican officials are extremely 

_ reluctant to have recruiting take place elsewhere in the Republic 
| largely because the recruiting process unless carefully scrutinized and | 

controlled can easily be exploited by unauthorized persons seeking 
personal gain at the expense of the Mexican worker. Furthermore, 
the Mexican Government lacks competent officials who can supervise 
recruiting outside of Mexico City. _ . 
_ As I have stressed to the Department it will be necessary for the 
War Manpower Commission and the Department of Agriculture in | 
Washington to agree on the important question as to what proportion — 
of transportation space is to be allotted to agricultural workers and , 
to non-agricultural workers, since both types of workers will be re- _ - 

_ cruited in Mexico City and will proceed from here to the border. As 
soon as this aspect has been determined upon it will be a simple | 
matter to arrange a recruiting schedule to synchronize with the trans- 
portation schedule. oS Oo | 
_ It is, therefore, suggested that. the Department may desire to make _ | 
a copy of this despatch and its enclosure available to the War Man- : 

” Not printed. :
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power Commission. Copies of the individual work contract as agreed 

upon by the two Governments will be transmitted at a later date.” 

Respectfully yours, i G. S. Mrssersmrru | 

a [For text of agreement between the United States and Mexico 

| respecting the temporary migration of Mexican nonagricultural 
workers to the United States, effected by an exchange of notes signed 

at Mexico City, April 29, 1943, see Department of State Executive 
| Agreement Series No. 376, or 57 Stat. (pt. 2) 13853.) a 

—— — 811.504/2202 | | : 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

No. 9801 Mexico, D. F., April 30, 1943. 

| | | [Received May 6.] 

Sir: I have the honor to refer to the Embassy’s despatch No. 9788 

_ of April 80, 1948 * referring to an exchange of notes between the | 

Ambassador and the Mexican Foreign Minister effectuating certain 

changes in the agreement of August 4, 1942 for the recruiting of Mex1- 

can agricultural labor for work in the United States and to enclose 

| in this connection a copy of a note I addressed under date of April 

29, 1943 to the Mexican Foreign Minister ** stating that an amount 

not exceeding $130.00 would be paid by the United States Govern- 

| ment to cover funeral and burial expenses of Mexican workers who, 

| while under contract, die in the United States from natural causes 

not connected with their employment. —_ Os, a | 

, Respectfully yours, | _ G.S. Mzssersmrru 

811.504/2233 : Telegram es | 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

es Mexico Crry, May 14, 1948—7 p.m. 
: | [Received May 15—1:23 a. m.] 

473. Tello informed Bursley this evening that Mexican Govern- | 

ment was prepared to expedite recruiting of labor for the United 

States if that would be of assistance to us. He also said that he _ 

believed the Mexican Government in consonance with its desire to 

‘cooperate with us would, if necessary, permit the recruiting under the 

agreement of a greater number of workers than is now envisaged. _ 

He went on to say that the impression prevails generally throughout 

2 Not printed: transmitted to the Department by the Ambassador in Mexico 
in his despatch No. 9894, May 4, 1943. mls | | 

Not printed. a :
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the Mexican Government that if indiscriminate recruiting such as 
that recently begun along the border, particularly in the vicinity of 
Juarez, were to continue, the existing agreement would come to an 
end for the reasons that (1) it would have no significance and (2) 
there would be no point in the Mexican Government continuing the 
present expenditure of money and effort involved in the examina- 

tion and recruiting of workers. oe | | : 
-Tello did not indicate that his statements were in confidence but I 

- do not think they should be used except in United States Government | 

| circles. Publicity of the statements would dono goodandmight cause 
friction over a matter which is already sufficiently difficult and delicate. , 

In my opinion the feeling of the Mexican Government is consider- — - 
ably stronger than it permits itself to express at this juncture when it 
still hopes we can solve the problem. I do not think there is the | 

_ slightest doubt that if through domestic laws and regulations we | 
undermine an international agreement such as that permitting us to | 
recruit labor here under conditions, the Mexican Government will be 

‘justifiably indignant and will denounce the agreement. Moreover 
_ there is no doubt that the Mexican Government will intensify the | 

| measures which we understand from border sources have already been | 
introduced to prevent the exodus of laborers whose departure from — 

| Mexico is not authorized. If the advocates of breaking down border | 
controls persist in their present policy and actions they will defeat | 

| their own purposes because of the extreme likelihood that the number 
of laborers from Mexico to the United States will be reduced to a mere 

_ trickle regardless of whether high or low wages are paid. __ | 
- I cannot too strongly urge upon the Department the great necessity | 
for immediate drastic action to prevent what appears to be an abuse. | 
Apart from the fact that we shall not be able to obtain labor which 

we allegedly seriously need there is involved the highly important ; 
factor of the good faith of the United States towards Mexico. : 

We have information from border sources that both Nogales and | 
El Paso are now “wide open”. | | | cee | 

- It will be greatly appreciated if the Department will make every | 
effort to remedy this situation as soon as possible and keep us promptly — | 
and fully informed. | ae | os | 

EES ee MessersMITH 

— 811.504/2288 ae OE aka EES | 

‘The Assistant Chief of the Division of the American Republics 
(McGurk) to the Ambassador in Mexico (Messersmith) = : 

| Oe _ -Wasurneron, May 15, 1948. : 
Dear Mr. Ampassapor: Shortly after our telephone conversation : 

_ this afternoon I received a copy of your telegram no. 473 of May 14, 7 
461-085-6486” | | :
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regarding the situation which has developed under the regulations of 
section 5 (g) of Public Law 45.” oe | | 

I immediately communicated the contents of your telegram to an 
- official of the Immigration and Naturalization Service with whom we 
have been dealing on this matter, and he said in comment that we 
should not think for a moment that Immigration is not in entire 
accord with our point of view on this matter. He said that he believed 
the order given to border immigration officials yesterday, May 14, | 
to suspend any documentation under the afore-mentioned regulations 

took care of the situation for the time being, and that the order would | 
not be modified until word was received from Mr. Travers of VD” 
through the Embassy. It is apparent that Immigration now realizes 

that the regulations published on May 117+ were not prepared with 
due consideration and I believe that Immigration now sees the neces- 
sity of modifying them in some way. _ 

[shall keep you informed of any new developments. 
With all good wishes, 

| Sincerely yours, | J. F. McGurx 

811.504/2261% : Telegram | , | 

The Ambassador in Mexico (Messersmith) to the Secretary of State | 

. Mexico Crry, May 19, 1943—7 p. m. 
| a [Received May 20—1:15 a. m.] 

491. The Undersecretary of Foreign Relations ™ has just informed 

| me that the Mexican Ambassador in Washington * has been instructed 
to call on Undersecretary Welles without delay and to state that the 
movement of Mexicans across the border and who are being admitted 

by our immigration officials has reached such proportions that the 
Ministry of Gobernacién is considering closing the border. The 
Mexican Ambassador was instructed to say to Undersecretary Welles 

that this movement of labor was contrary to the letter and spirit of 
the agreements which have been entered into through the exchange 

of notes between our two Governments and if this movement was 
permitted to continue the Mexican Government would unhappily be 
under the necessity of denouncing the two agreements and closing 

the border. ve os a a | 

| Public Law 45, (57 Stat. 70) appropriated $26,100,000, a part of which was 
to be apportioned among the needy states, for recruiting, training, transporting, 
feeding, and various other functions pertaining to the expansion of the labor 
supply in the United States. _ , 4 eo | 

= Howard Travers, Chief of the Visa Division. | 
| *8 Federal Register 6013. a 

| - * Jaime Torres Bodet. | 
_ *% Francisco Castillo Najera. . | ,
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I told the Undersecretary how much value my Government placed 

on these agreements and how much it wished them to remain in force 

and the Undersecretary replied that this same desire was shared by his 

Government but that the Mexican Government would be forced to 

take the foregoing action if the movement of laborers was not re- 

stricted to the terms of the two agreements which we have entered 
into. — oo | | - | 

As the Department is aware I have consistently indicated that this 

was the only attitude which the Mexican Government would be able 

to take and there is no doubt that if this movement of workers is not 

stopped forthwith outside of the agreements, the agreements will be 

shortly denounced by the Mexican Government and the border will 

| be closed to the movement of Mexican workers to the United States. 

The Mexican Government does not feel that it can take the risks in- 

- volved to our relationships through the movement of workers except 

| ~ under these agreements, as the inevitable exploitation of workers out- 

side of the agreements would force the Government to such action. | 

i | On MrEssERSMITH 

811.504/2298a : Telegram me : | 

— The Secretary of State to the Ambassador in Mexico (Messersmith) 

| | Wasnineton, May 26, 1948—noon. | 

848. Reference telephone conversation May 24, 1943, between Mr. 
- Long 77 and Mr. Bursley. Ata further meeting today on the securing 

of agricultural workers from Mexico, the representative of the Im- _ 
| migration Service stated that in view of the exceptions taken by the 

Mexican Government to the admission of Mexican agricultural 
workers on an individual basis under Public Law 45, the Attorney , 

General would issue appropriate instructions to limit the movement oe, 
of Mexican workers to the United States to those covered by existing | 
agreements. - 
-. The representatives of the War Food Administration then stressed 
the urgency of immediately increasing the flow of workers under the 
agricultural agreement, and asked the Department to approach the 
Mexican Government torequest?: = = =~ | ees 

a. That a selecting and contracting center be opened in Guadala- 
jara as soon as possible to which the contracting of railroad workers | 

_ would be transferred, and with a view of concentrating the transporta- : 
tion of such workers to the Southern Pacific Railroad, leaving the 

| facilities of the National Railways available for agricultural workers; 
_ 6, That facilities in Mexico City be increased especially as to trans- 

portation to permit a more rapid flow of agricultural workers to the oF 
United States; | 

ss ** Breckinridge Long, Assistant Secretary of State. _ . 

| |
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c. That agreement in principle be given to increasing the 1948 
estimate of 50,000 Mexican agricultural workers by 25,000; oe 

d. That the facilities for contracting at Guadalajara be dedicated 
to the supplying of agricultural workers whenever those facilities 
are not engaged in the contracting of non-agricultural workers. 7 

| In regard to items a and d above, it is the understanding of the 
Department that the contracting of the 6,000 non-agricultural workers 
agreed upon will be completed on June 9, probably before a selecting 
center can be set up at Guadalajara. However, the War Manpower 
Commission has informally stated that it is preparing to request the 

7 Department to transmit to the Mexican Government a request for 
2,000 more railroad workers and 1,000 unskilled non-ferrous mine 
workers. The War Food Administration has stated that it will | 
supervise the selecting of workers under both agreements at Guada- 
lajara as is now the case in Mexico City. 7 

You are authorized to inform the Mexican Foreign Office of the 7 
| above-mentioned assurance given by the Department of Justice, and 

at the same time to present the requests made by the War Food 
| Administration on an urgent basis. Please keep the Department 

informed by telegram. | ae | 
| | Hor 

| 811.504/2310a: Telegram . Bee . 

| Lhe Secretary of State to the Ambassador in Mewico (Messersmith) | 

an Wasuineton, May 28, 1943. 
| 867. Justice has telegraphed the following instruction district di- 

rectors of immigration, “Effective immediately, nationals of Mexico 
| are not to be admitted as agricultural workers under the provisions 

of Public Law 45 and Regulations 8C4115 unless they present written 
consent of the Federal Government of Mexico to emigrate for that 
purpose.” - a | | 

811.504/2345 nee | | ey 
The Ambassador in Mexico (Messersmith) to the Secretary of State 

| No. 10662 2 México, D. F., June 8, 1948. 
: | ae - [Received June 11.] 

Sim: I have the honor to refer to the Department’s airmail instruc- | 
tion No. 3423 of June 5, 1943 8 stating that a number of industrial 

* Not printed. eee - | |
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| employers of relatively small groups of workers in the United States 

are continually approaching the Department and other interested 
agencies with a view to securing workers from Mexico. It is added | 

| that the Department understands that any movement of Mexican | 
workers to the United States outside of the work Agreements be- | 
tween the two Governments is opposed by the Mexican Government. _ 

~The Embassy’s comments concerning such an understanding. are | 
desired. mo | . es : 

The Mexican Government has made it clear both in discussions lead- | 
ing up to the Agreements and in connection with the implementation | | 

of the Agreements that it is firmly and unalterably opposed to Mexi- | 
can workers proceeding to the United States except under the strict — 
terms of the Agreements. The Mexican Government recalls most 
vividly the situation which was. allowed to develop during the last 

- war when thousands of Mexican workers crossed into the United 
States without any guarantees. For many years following the war | 

| the Mexican Government was forced to defray the cost of repatriation __ 
of these citizens who, when the market no longer existed in the 

- United States, became unemployed, impoverished, and destitute. The _ | 
| Mexican Government has no intention of allowing a similar situation __ 

to develop and, therefore, would naturally be opposed to any situa- | 
tion which did not foresee the granting of full guarantees to Mexi- | 
canworkers. 2” - oe Ea oO | | 

At the time when negotiations for the non-agricultural Agreement 
: were started it was agreed by those participating in the discussions 

that it would be best to so phrase the over-all agreement as to make | 
it applicable to various types of non-agricultural workers. Although : 
at that time the urgent demand was for track workers, it was none | 
the less made clear to the Mexican Government that there might be 

- aneed for non-ferrous mine workers working in open pits. However, __ | 
the stress was always laid on the fact that unskilled labor was de-  — | 

sired. As the Department is aware the 6,000 non-agricultural work- | 

ers, the need for which has been certified, will have been contracted by — | 
June 15 and the Embassy is anxiously awaiting further certifications _ | 
in order that there may be no gap in recruiting of this type of labor. | 
The Department has already informed the Embassy that one of the | | 
certifications which will be sent shortly is for 1,000 non-ferrous mine _ | 
workers. Since the Mexican Government has not so far formally 
agreed to sending mine workers it will be necessary to secure its” | 
assent. The Embassy, therefore, feels that the matter mentioned in | 
the Department’s instruction No. 3423 under acknowledgment of the : 
sending of workers outside the Agreements for certain specified indus- 

| trial work is better left unmentioned so far as the Mexican Govern- |
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ment is concerned or at least until the Embassy has obtained its con- 

sent to the recruiting of mine workers. 7 
Respectfully yours, For the Ambassador: 

| , | Hersert §. BuRSLEY 

a | | ~ Counselor of Embassy 

811.504/2343 | So 

| Memorandum of Telephone Conversation, by Mr. W. G. MacLean of 

. the Division of the American Republics a 

. | _ [Wasutneton,] June 24, 1943. 

_ Mr. McGregor telephoned at 5:40 to say the question of authoriza- 

tion by the Mexican Government for the contracting of additional 

non-agricultural workers was still being held up. He said that today 

was the President’s birthday and that he left town yesterday and 

would not be back until tomorrow and that the Minister of Labor had 

| therefore not: been able to see him today. Mr. McGregor said that 

the Minister of Labor thought that since the subject of the 6,000 

. non-agricultural workers already contracted had been cleared with 

the President, the request for an additional 15,000 should also be 

cleared with him. a | 

Mr. McGregor said that he was following the matter very closely 
and that he would telephone the minute he had definite word on the 

subject. I thanked him for calling and said that War Manpower and 

| other interested agencies were calling the Department several times 

| a day on this subject and that his call and assurance were especially 

helpful. | a 

811.504/2400 | | oe 

Memorandum by Mr. W. G. MacLean of the Division of the American 
a Republics *° a | 

| - [WasHtneton,| June 30, 1943. 

_ In the underlying despatch no. 10915 of June 21, 1943, the Em- 
| bassy reports in paragraph 8 that the Mexican Government has issued 

orders to its Consuls in Texas that no Mexican agricultural workers 

| should be sent into that State under existing agreements because ofthe 
prevalence of discrimination there against Mexican residents. 

7° Addressed to the Chief of the Division of the American Republics ( Bonsal), 
the Assistant Chief of that Division (McGurk), and the Assistant Adviser on 
International Economic Affairs (Mulliken). | . 
_* Not printed. |
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_ This situation has been rumored for some time but is only now | 
confirmed in connection with special efforts made by Judge Briggs * 
of Texas in Mexico City to arrange for workers for Texas. Foreign 
Minister Padilla said that if the situation with respect to discrimina- 
tion in Texas improved, he would be glad to have the attitude of the _ | 
Mexican Government reconsidered. : : | 
Judge Briggs told the Mexican Government and our Embassy that 

he would take the matter up with Governor Stevenson.” One step 
| suggested by Judge Briggs was the writing of a letter on the subject 

by Governor Stevenson to the appropriate Mexican officials, and a a 
draft copy thereof was prepared with the counsel of the Embassy. 

_ A step taken by the Governor, at the insistence of Judge Briggs, | 
according to airgram A-57 of June 26 from Consul General Blocker, | 
was a proclamation on the Good Neighbor Policy dated June 25 for 
publication in all Texas papers. Attached is a clipping from Za © 

_ Prensa of San Antonio of June 27 which contains the Governor’s | 
proclamation, which turns out to be the resolution passed by the | 

| Texas legislature and signed by the Governor on May 6, last, and | 
which was the subject of RA—Me’s* memorandum of June 26, 1943, _ 

— a copy of which is attached. - | 
_ The Ambassador invites attention to the fact that so far no Mexi- | 
can agricultural workers have been certified for Texas, and that such 
certification if made from now on will raise this worker-racial dis- 
crimination question in concrete form. It is therefore interesting to | 
note that Judge Briggs approached the War Food Administration | 
yesterday to take up the question of securing workers. | | 

811.504/2447 | , | 

Lhe Ambassador in Mexico (Messersmith) to the Secretary of State | 

No. 11251 | México, D. F., July 6, 1943. | 
7 | | _ [Received July 12.] : 

Sir: I have the honor to refer to the Department’s airmail instruc- 
tion No. 3602 of June 29, 1943 ** setting forth the interest of certain _ | 
parties in the United States in facilitating the entry into the United — 
States of the families of those Mexican agricultural laborers who 
were admitted during May under Public Law 45, and instructing this 
Embassy to ascertain from the Mexican Government whether it would 

* Judge Cullen Briggs, Nueces County, Texas. | | , “ Governor Coke R. Stevenson of Texas. 
* Airgram not printed. | | | 
** Mexican section of the Division of the American Republics. 7 
* Not found in Department files. , : | 
* Not printed. : | |
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interpose any objection to the families of these men joming them in the 

United States. a on RE 
This matter was discussed with the Oficial Mayor of the Ministry of 

Foreign Affairs and under date of July 1, 1948 he addressed a letter 
to a member of the Embassy staff in which he stated that the Mexican 

Government could not permit families of these men to leave Mexico 
because the Mexican Government is under the necessity of refusing | 
similar permission to the families of those workers who proceed by 
contract under the Agreement for agricultural workers dated | 
August 4, 1942. Mr. Tello added that such movement of families 
would be deemed contrary to the spirit of the Agreements for which 
the Farm Security Administration and the War Manpower Com- 
mission are responsible. _ | | a 

A copy and copy in translation of Mr. Tello’s note is enclosed for 
the Department’s information.*” | | 

Respectfully yours, For the Ambassador: 
| | Rosrert G. McGrecor, JR. 

| Secretary of Embassy 

811.504/2401 oe | 

Memorandum of Conversation, by Mr. W. G. MacLean of the Dwision 
| of the American Republics 

oe [Wasuineron,] July 7, 19438. 

Participants: Judge Cullen Briggs of Nueces County, Texas. . 
Messrs. McGurk and MacLean, RA. | 

Judge Briggs came in late yesterday afternoon at the suggestion of 
Congressman Kleberg ** and outlined the efforts he had made in Mexico 
City, San Antonio and Austin toward smoothing the way for Texas 
to secure agricultural workers from Mexico under the agreement of 
August 4, 1942. He said that the Governor of Texas had issued a_ 
proclamation based on the concurrent resolution of the Texas Legisla- 
ture, proclaiming the Good Neighbor Policy as the public policy of 
the State of Texas. He stated that the Governor is willing to take 
further steps to combat racial discrimination in Texas to satisfy the 
Mexican Government, which was opposing the movement of workers to : 
Texas because of its belief that discrimination against Mexicans there | 

was excessive. Pee ge! | 
Judge Briggs said that in Washington he had taken the question up 

with officials of the War Food Administration and others and that two 
| things were now being done in Texas looking toward an early formal 

Not printed. | a Oo 
7 * Richard M. Kleberg of Texas. | |
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request for Mexican workers: (1) the Extension Service in Texas was . 

being asked to certify the shortage of workers in Texas and the need to » 

bring them in from Mexico, and (2) a fund was being raised by in- 

terested growers which would be used in combating racial discrimina- _ | 

tion, if necessary through the courts. He stated that it was his opinion 
that the Concurrent Resolution of May 7 and the Governor’s procla- 
mation of June 25 would support civil cases on this subject. a 

- Judge Briggs impressed the officers of the Department with his : 
‘sincerity and his determination both to get workers from Mexico > 
for Texas and to see that racial discrimination was removed as an | 
obstacle to their coming. | ME Sa 

| Mr. McGurk reviewed for Judge Briggs the development of the a 
agreements to secure workers from Mexico, emphasizing the insist- | 
ence of the Mexican Government on certain of the conditions contained a 
therein which were held necessary for the protection of the workers | 
and to avoid abuses which might adversely affect friendly relations 

- between the two countries. = | oe A os | 

/ | 811.504/2453 Cle a he : tye lg ; a ae! | 

— Memorandum of Conversation, by Mr. W. G. MacLean of the Division 
a me of the American Republics ee 

he ee [Wasuineton,]| July 16, 1943. 

I discussed the last paragraph of Ambassador Messersmith’s tele- 
eram no. 706 of July 16 [25], 1943,°9 with Mr. Stephen Wood of the | 

, Bureau of Placement of the War Manpower Commission, Mr. Arthur | 
_ W. Motley, Chief of that Division, being at the moment in California. | 

| Mr. Wood stated that he had personally been in the Southwest sev- _ | 
eral weeks ago on this question and that he had been assured by War | | 

Manpower’s regional representative and by a representative of Mine | 
_ Management that discriminatory practices against Mexicans had been , 

practically eliminated. He added that they were also determined to | 
| eliminate any discriminatory practices the moment they might be | 

brought to light. Mr. Wood authorized us to quote the War Man- 
power Commission as follows: “You can be assured that no wage dif- 
ferentials exist, and that if any are discovered in practice no Mexican _ | 
workers will be assigned to those mines.” __ Se : 

_ Mr. Wood authorized us to renew the offer for Mr. Motley to meet 
| Sefior Padilla Nervo, Oficial Mayor of the Mexican Department of — 

Labor, at Phoenix, Arizona, to go over the question with him in the ee 

presence of the local Labor Management Committee for that region. 

*° Not printed. a 7 Oe | |
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Mr. Motley, as stated above, is now in San Francisco, California, and 
can go to Phoenix at a moment’s notice. - 

Mr. Wood said that 1,500 workers for Arizona and 500 for New | 
Mexico would meet the immediate critical need for workers and that 
the War Manpower Commission had in mind that they would be 

| unskilled, that is, pick and shovel workers. ae 

811.504 Mexico/3 . . 

| The Ambassador in Mexico (Messersmith) to the Secretary of State - 

No. 11641 Mexico, D. F., July 20, 1948. 
[Received July 24.] 

Sir: I have the honor to refer to the strictly confidential telegram 
No. 968 of June 16, 8 p.m. stating that the War Manpower Commis- 
sion had informed the Department that the Attorney General ap- 
proved the certification for 2,051 non-ferrous mine workers and 9,360 
track workers from Mexico to be recruited and transported in accord- 
ance with the Agreement of April 29, 1948. | | 

The Department has been informed orally (reference the telephone 
call of the Counselor of the Embassy to Mr. J. F. McGurk of the 
Department) that the Mexican Government has decided that it would ~ 
be unwise to recruit labor for the purpose of work in the mining 

| industry in the United States. I am enclosing for the Department’s 
records a copy and copy in translation of note no. 351 of July 17, 
1943 “ from the Foreign Office to this effect. _ a 

| Respectfully yours, | For the Ambassador: 
| | _ Hersert 8. Burstry 

_ Counselor of Embassy 

| 811.504 Mexico/11 | | | es | | 

The Ambassador in Mewico (Messersmith) to the Assistant Chief of 
the Division of the American Republics (McGurk) 

| - - Maixtoo, D. F., July 20, 1943. 
Dear Jor: The appended very long letter of July 19th, on the 

situation with regard to workers for Texas, was dictated on Sunday. 
On Monday, the 19th, Padilla asked me to the Foreign Office to talk 
over a number of things, and he had before him the letter from the - 
Governor of Texas addressed to him on this labor matter and dis- 

“Not printed. oo ; 
“ Translated not printed. | 

| “Not found in Department files. |
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criminations.* Padilla said that Torres Bodet had informed him 
fully concerning the conversation which we had had a day or two 
before, and which is covered in my letter of July 19 hereto appended. 
Padilla said that he was in thorough agreement, of course, with what 
Torres Bodet had said concerning the difficulty of Mexico changing | 

her position with regard to workers going to Texas. He also knew | 
my thorough understanding of all the factors involved in the problem 
here and at home. It was unfortunate that this question of workers 
had arisen at this time when it was so difficult for Mexico to change 
her position but he had been giving the matter very careful thought 
since a long conversation which we had had some ten days ago, and 
he was very much influenced by the thought that failure of Mexico 
to let workers go might bring about a reaction of public opinion in | 
Texas which would delay the solution of these problems of discrimi- 
nations. He said that if they really needed these workers in Texas, 
and the Mexican Government did not let them go, and in this way 
discriminated against Texas, no matter what good reason she had for 
doing so, and it had such good reason, the refusal of Mexico could _ 

| easily create a very bad popular opinion and reaction in Texas both => 
among Government officials and among the people and thus bring | 
about an exaggeration and perhaps an increase in discriminations. __ 

| He said that the interest of the Mexican Government, like ours, 
was to eliminate these discriminations as rapidly as possible. He 
thought that [there] were many things that the State Government, | 
and officials, and people of Texas could do to remove these dis- 
criminations, which they had not done. He realized, however, their 
problem and he realized that there was good will among State officials 
and responsible people in Texas to remedy the situation which could 
not be doneinaday. He thought, therefore, that neither Government | 
should do anything to, in any way, exaggerate this situation orto give 
possible rise to renewed and increased discriminations by thoughtless _ | 
and more or less irresponsible people whom it was difficult to control. 

I can only tell you that the remarks of Padilla, which I have given 
only briefly, have even increased my opinion of him as a statesman. — | 
He is really a statesman and a man of great understanding and, in | 
addition to that, is sincere in his desire to solve these problems. I | 
told Padilla that while I had not mentioned the phase of the matter : 
which he had just gone into that in my opinion it was the most im- | 
portant factor of all. I told him that I thought the best purposes : 
of both Governments would be served by removing the ban on Texas— . 
without regard as to whether there was any immediate need for the | 

“for the letter from Governor Coke R. Stevenson to Minister Padilla, dated 
_ July 12, and the latter’s reply of July 20, see Mexico, Memoria de la Secretaria 

de Relaciones Hateriores, 1942-1943, pp. 507-512. :
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labor or not. I said that I had not mentioned this phase either to 
him or to Torres Bodet, but that it was the one factor in the Mexican 
order which really disturbed me, because if it were generally known in | 
Texas that there is this ban, and Mexico persisted in it in spite of a 
real or apparent need for Mexican labor to save the cotton crop, it 

| could easily result in a wave of resentment in Texas and interfere 
with the sound program which the State Government and sound 

| people in Texas were trying to carry through. Padilla said that he 
| was very much inclined to remove the ban and to run the risks of 

_the local difficulties they might have here. He said he would talk _ 
with the President. With his support of his point of view he was 

| sure that he could carry it over successfully here in Mexico. He said 
he would let me know as soon as he had talked with the President. 

I wanted to get this additional word to you without delay. If the 
Mexicans do remove the ban, then we must make the most of it and 
will have to get some generous reactions in Texas, for it will really 
be a statesman-like act and a generous act on the part of Mexico, 

| the importance of which, it is necessary that the War Manpower 

Commission, as well as the people of Texas, realize fully. 
| _ With all good wishes [etc.]_ G. S. MussersmMiTH 

811.504 Mexico/23a _ | : | 

The Assistant Secretary of State (Acheson) to the Director of the 
Office of War Mobilization (Byrnes) | | 

a | WASHINGTON, July 24, 1943. 
My Dear Justice Byrnes: Following our conversation of July | 

29 regarding the urgent need for hard rock miners in the United 
| States, I telegraphed Ambassador Messersmith in Mexico City asking 

him whether a personal appeal from President Roosevelt to the Presi- 
dent of Mexico might produce a change in the negative attitude of the 
Mexican Government regarding thismatter. - 
Ambassador Messersmith has now informed me that while he is 

_ fully conscious of the emergency with which you were confronted, it _ 
is his considered opinion that it would be utterly impossible for the 
President of Mexico to alter the position which he has previously _ 
taken in this matter. The Ambassador feels that an appeal of the 
type contemplated would be most embarrassing to the President since 
he would be obliged to reject it. The Ambassador adds that Presi- 
dent Avila Camacho has been following the labor situation in Mexico _ 
with the very greatest care and that it is his judgment and that of his 
advisers that any movement of mine labor such as that proposed would 
have a most upsetting effect upon the labor situation and would also 
seriously prejudice the production of strategic minerals in Mexico.
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| ~The Ambassador has asked me to assure you and Mr. McNutt of his | if 
deep personal interest in this matter, and of his knowledge of and : 
sympathy with the problems with which you are confronted. In | 
order to go further into this subject he would be glad to have some per- 
‘son whom you might wish to designate proceed to Mexico in order to | 
discuss it with him. He feels, of course, that if you should decide to 

- gend such a person, no publicity should be given to his travel and the | 
entire matter should be handled with the greatest discretion. == oe 

Sincerely yours, a . - Draw AcHESON: - 

811.504 Mexico/14 : Telegram - ae NS aed pe TERI age Pa 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

z Mexico Crry, July 28, 1943—7 p. m. | 
oS as aware [Received July 30—12: 20 a. m.] | 

_ 754, Reference Embassy despatch No. 11,116 of June 30.44 Brown : 
of FSA saw Padilla Nervo this afternoon and received virtual ulti- | 
matum from him that all recruiting of labor must stop unless sug- | | 
gested arrangements for Mexican labor inspectors are approved not , 
later than July 31. Brown has wired San Francisco and Hough® — 
has telephoned Washington. He hopes you can get in touch with | 
Colonel Bruton * to expedite decision. — a EES eR : 

Brown says even brief delay in recruiting will jeopardize August : 
schedule. | Oe | | : 

os ee | - MrssersmMitH 

811.504 Mexico/28a oe | _ : | OE a ? 

The Secretary of State to the Ambassador in Mexico (Messersmith) — : 

No. 3871 Oe Wasuineron, J uly 31,1943. | , 

- Sm: Reference is made to the Department’s telegram no. 1171 of | 
— July 22, 1948.47 in regard to the contracting of agricultural workers — 
for Texas under the agreement of August 4, 1942, and to subsequent | : 
communications between you and the Department regarding the re- 3 
luctance of the Mexican Government to make these workers available : 

_ -because of the reported prevalence of racial discrimination against  __ : 
Mexicans in Texas. There is enclosed for your information and for  —s_— , 
such comment as you may wish to make, a copy of the translation of ; 

- memorandum no. 4253 dated July 23, 1943 from the Mexican Em- — | 

.. “Not printed. Spc is es Romie | 
* Samuel Hough, Representative of the War Manpower Commission. =———S : 

| “ Col. Philip G. Bruton, Deputy War Food Administrator. EASES NP oe | 
| “Not printed; it conveyed the approval of the War Manpower Commission 

and the War Food Administration to the contracting of 5,000 additional laborers : OF 
(811.504 Mexico/11). ee ) ,
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bassy “* regarding what is stated to be an alarming increase in the _ 
| number of reports received by that Embassy regarding discrimina- 

tion suffered by Mexican residents in this country. In reading this 
memorandum you will no doubt note that it contains several incidents 
described in the communication which Dr. Padilla recently wrote to — 
the Governor of Texas for delivery by Messrs. Blocker and McGregor. 
You will also no doubt share the opinion of the Department that the 

| delivery of this memorandum to the Secretary on July 24 by the | 
Mexican Ambassador, who came in at his request, is evidence that the 

| Mexican Government is using the request of Texas for Mexican agri- 
cultural workers as the occasion for a strong drive to secure energetic 
measures on the part of this Government to put an end to racial 
discrimination. - | 

| The Department has under consideration the sending of a copy of 
this memorandum to the Governor of Texas but before doing so is 
awaiting a report of the visit to Governor Stevenson by Messrs. 
Blocker and McGregor. | | 

Very truly yours, For the Secretary of State: 
A. A. Brriz, JR. 

| 811.504 Mexico/43 | | 

The Ambassador in Mexico (Messersmith) to the Secretary of State 

| [Extracts] 

No. 12015 Mexico, D. F., August 4, 1948. 

| [Received August 9.] 

Sir: I have the honor to refer to the Department’s telegram No. 

1172 of July 22, 11 p. m., 1943 * authorizing me to send Mr. Robert G. 

' McGregor, Jr., Secretary of this Embassy, to join Consul General 

William Blocker of Ciudad Juarez in San Antonio in order that both 

of them could proceed to Austin, Texas in order to consult with Gov- 

ernor Coke R. Stevenson, of that State, concerning the matter of dis- 

| criminations against Mexicans in Texas. Mr. McGregor left here on 

the morning of July 24 and carried with him the original and a trans- 

lation of a note from the Mexican Foreign Minister addressed to the 

Governor in reply to a note from the Governor dated July 12, 1943. 

A copy of the Governor’s letter together with a copy and a transla- 

tion of Licenciado Padilla’s reply are attached. I also enclose a — 

copy of a memorandum of conversation *® I had with Licenciado 

“Not printed; it contained illustrations of race discrimination in the schools, 

theaters, swimming pools, etc., of Texas (811.4016/637). : 
“ Not printed. : 
5 Neither printed. | | |



; MEXICO ~~ 060 

Padilla prior to McGregor’s trip in which are embodied some instruc- : 
tions for McGregor’s guidance in conducting his talks with, the 
Governor. OO OB ee . : 

Mr. McGregor returned to Mexico City on July 30, 1948 and pre- 
pared a report of his trip, a copy of which is likewise attached.** The | 
Department will note that the following procedure was decided upon: 
1) the Governor will address a letter to all law enforcement agencies 
in the State of Texas calling upon them to be especially vigilant in | 
repressing cases of discrimination against Mexicans as they arise (a | 
copy of the letter is an appendix to enclosure 5) ; 2) the text of such 
a letter having already been cleared with the Mexican Foreign Min- — : 
ister and to be published in Texas at a later date, the Foreign Minister © 

| agreed to two things: a) to entertain and approve the Embassy’s re- 
quest for certification of 5,000 Mexican workers for Texas provided 
some way may be found to avoid such labor moving directly from : 
Mexico to Texas, and 6) to the simultaneous publication in Texas and 
Mexico of the exchange of notes between the Governor and the Min- 

ister. This last took place on July 29, 1943 and has already been the 
subject of despatches Nos. 11,860 of that date and 12,012 of August 4, | 
1943. 3) The formation of a Good Neighbor Commission by the 
Governor of Texas. This Commission would receive complaints of 
discriminations and, working through established civic organizations 
in Texas, such as the Chambers of Commerce, Boards of Education 
and Parent-Teachers Organizations, would carry on effective propa- : 
ganda work of an educational nature. The Governor will publicly : 
announce the composition of this Commission about August 10, 1948. , 
4.) The Governor has tentatively accepted an invitation conveyed to | 

~ him informally by Mr. McGregor at the request of Dr. Padilla to ; | 
attend the Independence Day celebrations in Mexico City as a guest | | 
of the Mexican Government. At this time an opportunity will be | 

_ afforded for discussions of this matter of discriminations. | : / : 
I have noted with a great deal of interest the memorandum dated : 

July 23, 1943 handed by the Mexican Ambassador to the Secretary of | 
State on July 24, a copy of which was sent with the Department’s  =—S ss 
instruction No. 3871 of July 31, 1943. Most of the facts alleging | 
discrimination found in the memorandum of the Mexican Embassy 
are taken textually from a report prepared by the Mexican Consul | 
in Austin, Texas, Mr. Luis L. Duplan. This report was originally _ 
drawn up in the form of a letter addressed by the Consul to Dr. George : 

| I. Sanchez, a professor at the University of Texas and a member of the : 
Committee on Inter-American Relations in the Southwest. Theletter 

_ of the Consul was dated April 23, 1948. The fact that the Mexican 

= Not printed. | | 
52 Neither printed. | | | | : 
* Not printed, but see footnote 48, p. 564. | | | 

| | | -
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Embassy waited three months to use the facts assembled in the letter 

would seem to bear out the contention of the Department in its instruc- 

tion No. 3871 that the Mexican Government is using the request of 

Texas for workers as an excuse for bringing up the major issue of 

discrimination. | rete 
I have reason to know, however, that if it had not been for the 

statesmanlike vision of the Mexican Foreign Minister and the Presi- 

dent this matter of discrimination would have been permitted to 

fester in the body politic here. When I first raised this question of 

labor to Texas with the Under Secretary of Foreign Relations, Dr. 

Torres Bodet, he made it very clear that he did not consider that such ; 

a matter should be presented at this time. The Minister, however, 

saw clearly that unless.this very fundamental problem of discrimina- 

tion was tackled now, during the war, when relations between our two 

countries are so closely interconnected, the opportunity to tackle it — 

later might not recur or, if it did, not under such favorable circum- | 

stances. The Minister obviously saw that there are powerful influ- — 
ences in Texas which are bringing pressure on the Governor for this 

labor; he believed that the Governor even if he was not disposed to 

do anything about discrimination on humanitarian grounds, might 

| be forced to do something about it if the furnishing of Mexican labor 

was made contingent upon it. The Minister also had the vision to 
see that relations between Texas and Mexico would not improve but 
would get worse if he denied a petition of this sort... . | 

| ~The Department asks me to comment on the memorandum which 
the Mexican Ambassador handed to the Secretary. I believe the 

- Department. could use this despatch and its enclosures as the basis 

| for a reply to the Mexican Ambassador setting forth therein the steps 
: already taken by the Governor of Texas to handle cases of discrimi- _ 

nation as they arise there. I understand that the Coordinator’s Of- _ 
fice has established an agency in Austin headed by a competent person 
to work with established agencies of the Texas State Government to _ 

| bring an understanding of this problem to the people of the State of _ 
Texas. Mention might be made of the tireless work performed 

quietly by United States Consular officers (particularly Consul Gen- 
eral Blocker) along the border. The Foreign Minister has received an 
entirely personal note from the Governor, a copy of which is 
attached,®* which should dispel from his mind any idea that might 
have been falsely planted there that the Governor of Texas is not 
sincere in his desire to collaborate. At the same time I believe it 
should be made clear to the Mexican Ambassador that the solving of 

** Letter of July 12; see footnote 43, p. 561. a | oe
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| this problem is one which depends upon the mutual collaboration of : 
all the officials involved. The feeling exists in Texas and I believe ! 
it can be borne out by evidence, that Mexican Consuls are being over 
zealous in the exercise of their protective functions. Entirely too . 
much publicity of an adverse nature pertaining to cases of discrimina- 

_ tion can be directly traced to Mexican Consular officials. This only 
magnifies the problem and disturbs the work of agencies who must | | 
work carefully and quietly to be efficient. . . . | - | 

Respectfully yours, | | G. S. Mzssersmirra | 

811.504 Mexico/72 7 a | | | 
Memorandum of Telephone Conversation, by Mr. W. G. MacLean of — | 

| the Division of the American Republics | 

| _ [Wasurneron,] August 6, 1943. : 
_ Mr. McGregor telephoned about 7:00 last night to state that there | 
was much concern in Mexico City regarding the contracting of agri- | 
cultural workers for the United States, because campesinos ® were : 
leaving their properties, and because of the way applicants for con- : | 
tracts were piling up in Mexico City creating many housing, sanita- | 
tion and other problems. He said that on August 5 the Government _ | 
started to weed out from the applicants all those from the states of | 
Michoacan, Guanajuato and Jalisco, and to send them back home | 
(a) to reduce the problem in Mexico City, (6) to have them spread | 
the word in those states that no more jobs were available thus dis- 
couraging further influx of workers to Mexico City and (c) to prevent ! 
crop losses from abandoned lands. (Probably 95 per cent of the 

_ experienced candidates for contracts are from those three states). 
Mr. McGregor said that Mr. Brown, Chief of the Selection Station, | 

‘was beginning to have his source of labor dry up. — . | | 
| The Ambassador called upon the Minister for Foreign Affairs and 

was given a memorandum in which the Mexican Government _ 
presented two alternatives: | 

(a). The Mexican Government would return genuine campesinos to 
their place of resident [residence] at the risk of having them dis- 
seminate scepticism about the prospects in Mexico City. | f 

(0) The rate of contracting should be stepped up from 2500 to 6000 
a week. — | oe 

_ After studying the memorandum the Ambassador and Messrs. _ ; 
Brown and McGregor called. on the Foreign Minister. The Am- ; 

* Rural workers. | | | 
4610356437 oe | 

|
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bassador told the Foreign Minister that we would try to settle the 
problem by the second alternative, duplication of the rate of recruit- 
ing. He said, however, that this involved many difficulties, one of | 
which could be solved by placing the recruiting facilities on a two 
shift basis. Another major difficulty, transportation, was discussed 
and the Foreign Minister stated that if the recruiting were speeded 
up the transportation problem in Mexico could be taken care of by | 
the Mexican Government. oo ee 

In considering this problem it was also pointed out that approxi- 
mately 38,000 agricultural workers have been contracted to date leav- 
ing a balance of 12,000 to be contracted during August. The Foreign 
Minister indicated that there would be no objection to increasing this 

- number of workers provided the existing instructions were changed 
to permit the recruiting of physically capable workers but with no 
farm experience. With such workers made acceptable, Dr. Padilla 
stated that there would be no difficulty in getting more than the 50,000 
workers agreed upon. | 

Mr. McGregor then said that it was the considered opinion there 

that if plan (0) were not adopted, all recruiting in Mexico City would | 
fold up in about two weeks. He hastened to point out that this 
statement was in no way an ultimatum. 

I asked him how long recruiting could be expected to hold up on 
a double shift basis. Mr. McGregor replied that if the War Food 
Administration would lower its requirements, an unlimited number 
of physically capable workers would be available and that recruiting 
could go on for six, eight or ten weeks or even more. He emphasized 

that the War Food Administration could be assured of getting good 
physical specimens. Mr. McGregor then again stressed the point that 

ee the Mexican Government has no desire to force this matter as an 
issue but was under the obligation of presenting these alternatives in : 
order to handle a most difficult internal problem. | 

| Mr. McGregor then informed me of the contents of the Embassy’s 
telegram no. 784 of August 6 °° which had just been filed for the De- 
partment and called particular attention to the statement therein that 
the 5000 workers for Texas should form a part of any stepped up 
recruiting program for August and that this was particularily im- 
portant because of the discussions with the Governor of Texas which 

| resulted in an understanding looking to the control and eventual 
| wiping out of discrimination in Texas. es - 

Mr. McGregor stated that Mr. Brown had studied the personnel 
needs which must be met in the event of establishing a second selecting 
and contracting shift. The list follows: == © | | 

| 12 Immigration inspectors. | 
24 ‘Train crew personnel. , | 

| ** Not printed. |
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| 1 Public Health Officer and - : 
f Technician 

to work on X-ray only. Oly Oe Be : 
- 1 Additional examining Public Health Officer. a | : 

a Mr. Fritz Openlander 
from the San Francisco office of the War : 

Food Administration 
as Transportation 

Officer. : | 
_ Authority 

to hire 50 extra local employees. | | 

Mr. McGregor then stressed the urgency of a quick reply, at least in. : 
principle, from the War Food Administration 

on this question and 
_ said that the Ambassador 

hoped to have something from us by noon. 
today, August 7, to pass on to the Mexicans. I promised Mr. | 7 
McGregor to telephone him by noon, Mexico City time, to furnish 
him all available information, 

= ————™ . : 

811.504 Mexico/61 
: Telegram 7 a . 

The Ambassador 
in Mewico (Messersmith) 

to the Secretary of State | 

| _ Mexico Crry, August 20, 1948—5 p. m. | 
| | ; _ [Received August 21—12:15 a. m.] | 
825. Reference correspondence 

relating to Mexican labor contracted. | 
for work in the U.S. Mr. Tello, Oficial Mayor of the Foreign Office, 

: in a conversation 
with an officer of the Embassy this morning, de- 

clared that so many adverse reports of poor treatment of Mexican : 
_ track workers are being received from Mexican Consuls and workers __ themselves that the Mexican Government 

has gone as far as to consider : 
denouncing 

the agreement with the War Manpower Commission, 
. 

dated April 29, 1948. Mr. Tello said that in addition to the wage : 
difficulty with the Santa Fe Railroad concerning which the Mexican Government 

feels it has received no satisfaction, 
complaints are being ; 

received daily alleging poor food and lodgings, lack of sanitation and | : 
in general inadequate 

disposition 
on the part of those responsible. 

| : 
for administering 

the program to consider the welfare of the workers. - 
Mr. Tello added that he had prepared telegraphic 

instructions 
to the — | 

_ Mexican Embassy at Washington 
to make urgent and pressing repre- 7 

sentations to the State Department 
seeking a transfer of all track | : 

workers now in the U. S. to either various industries or agriculture. 
© | 

. The officer of the Embassy made it clear that the U. S. Government 
— | 

would consider it most unfortunate 
if the track worker program had | 

- to terminate for the reasons set forth by Mr. Tello; that an oppor- tunity to discuss difficulties should be afforded and a way found to © | 
avoid 

or to remedy. ce ee 
The officer suggested that rather than place the matter in the hands | 

of the Mexican Embassy it might be better to have a qualified rep- 7 
_ resentative of the War Manpower Commission 

come down. here to | 
take part in such discussions. 

Mr. Tello seemed pleased with the | )
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suggestion and added that the Mexican Government for its part would 
consider requesting its Inspector General of Consulates in the U. S. to 
come to Mexico City for the proposed deliberations. | 

There can be no doubt that the Mexican Government is seriously 
concerned over the treatment of its track workers in the U.S. Mr. 
Tello says that he and other Mexican officials are delighted with the 
manner in which the Mexican farm labor is being handled but the 
fact that this latter type of labor is so well treated makes the position 
of the track labor all the more impossible. It was pointed out to 
Mr. Tello that the sincerity and desire on the part of the War Man- 
power Commission to carry out to the full its commitments under the | 
agreement should not be doubted and that therefore, there must be 

| some way by which the major objects of the Mexican Government can 

‘be met. | a 
In view of the attitude of the Mexican Government I consider it of 

the utmost importance that someone high in the War Manpower Com- © 

mission with a knowledge of the workings of the agreement and 

authority to speak in the name of the Commission come to Mexico 

City as soon as possible in order to participate in these discussions. 

T will appreciate an urgent reply to this message. | 
| | _ ‘MEssersmrrt 

811.504 Mexico/124: Telegram | | 

The Ambassador in Mexico (Messersmith) to the Secretary of State | 

| Mexico Crry, September 30, 1943—4 p. m. 
[Received 10:19 p. m.] 

962. As a result of my conversations with the President and the 

Ministry of Foreign Relations we have secured authorization to re- 

cruit agricultural workers up to 70,000 which I think we can get 

augmented to 75,000 shortly. We can proceed with commitments at 

home and recruitment here on this basis. | | 

I also have a tentative authorization to increase the recruitment of 

railway workers by at least 5,000 but before we can proceed with this 

certain situations, which have arisen with respect to the railway 

workers and with which the Mexican authorities are definitely diss 

| satisfied, will have to be clarified. There can for the moment be no — 

further recruitment of railway workers. | | 

I have covered the whole situation in a full despatch number 13,283 | 

} of September 29,°7 and in a letter to Mr. Bonsal * of the same date 

which went forward by airmail today.*’ | 

7 | MESSERSMITH 

*™ Not printed. | | OO | 
8 Philip W. Bonsal, Chief of the Division of the American Republics. —
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811.504 Mexico/127__ | oan | 

The Chief of the Division of the American Republics (Bonsal) to the 
| Ambassador in Mexico (Messersmith) | 

| a Wasuineton, October 8, 1948. 

My Dear Mr. Ampassapor: I acknowledge the receipt of your letter | 
and despatch of September 29, 1943,” regarding the increased quotas | 
for Mexican workers which have been established as a result of your : 
conversations with President Avila Camacho. These quotas and 
especially the refillable basis on which they now stand represent real | 
progress in the manpower situation. | : 

- The War Food Administration has been informed of the new figure | 
on the basis of your telegram no.:962 of September 30, 1943, and : 
Colonel Bruton has requested that sincere appreciation be passed along | 
to you. He stated that the Administration has currently under study 
the question of the number and distribution of agricultural workers 
which will be needed in the next few months. He indicated that 
present estimates are that only about 20,000 workers will be utilized in _ 
agriculture throughout the winter, and the studies being made are to 
provide for the others now here and those who may come in the next 
few weeks. The War Food Administration and the War Manpower 

_ Commission hope to hit upon an arrangement satisfactory to the Mexi- | 
can Government to provide work in other industries during the winter 
for those workers not needed in agriculture. It has been stressed to 
them that any plans made must be cleared with the Mexican 
Government. | | , | : 

| The railroad problem, however, from all indications, is serious. 
From the Embassy’s despatch no. 12,987 of September 13, 1943, which 
reports the discussions held in Mexico City between representatives of : 
the two Governments, I note that the basic point of difference is the | 
question of salaries paid to Mexican workers by the railroads. Ap- 7 
parently early in the conversations the Mexicans made the point that : 
these salaries were discriminatory because higher salaries were being 
paid in certain regions to other workers who were doing the same type 
of work but as employees of contracting companies. The fifth and last’ | 
paragraphs of the memorandum of the last meeting with the Mexi- | 
cans, enclosure two of the despatch under reference, indicate that the 
Mexicans sustained their demand for wage increases which were not in | 
the power of the representatives of this Government to give. | 

In this regard I note that Mr. Motley * pointed out to the Mexicans | 
that this Government did not consider the wages discriminatory since — | 

© Neither printed. | | | | 
Not printed. - - : 
“Chief of Employment Office Service Division, War Manpower Commission, | | 

ane eg ant in the stalemated conversations at Mexico City on recruitment. | |
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they were the same as those paid to the 105,000 track workers who do 
this particular job with the Mexicans. He also stressed the fact that 

these wage rates were frozen under the President’s hold the line order, 
and that the War Manpower Commission was therefore unable to meet 

the Mexican demands for increased wages. Cn 
_ Mr. Motley also told them that a proposal to increase wages for 
track workers by eight cents an hour had been submitted to the Presi- 
dent. It was probably the hope of the War Manpower Commission 
that this increase, involving back pay of approximately $100.00 for the , 
majority of Mexican railroad workers, would help in securing the 
withdrawal of Mexican objections to wages at present levels. How- 
ever, Office of Defense Transportation representatives have now in- 
formed the Department that Mr. Vinson ® has stopped this proposal. 
It is possible that the portion of the proposal referring to track work- 
ers will receive further consideration, but it is now too late for any __ 
psychological benefit to be derived therefrom. 

The fact must therefore be faced by the interested agencies of this 
Government, who continue to press the Department to secure more 
workers from Mexico, that a way must be found to meet the Mexican 

| demands. To bring this matter before these agencies a letter is being 

addressed to Governor McNutt, a copy of which is enclosed. You 
will note that he is being informed of your suggestion that representa- 

tives of the Commission go to Mexico to continue discussion of the 
points at issue. It is then stated, however, that it is the Department’s 
opinion that a continuation of the discussions will not be productive 
of further workers unless such representatives are empowered to meet 
the Mexican wage demands at least to the extent of placing these rail- 
road workers on a wage par with the Mexican agricultural workers in 
California who receive a minimum of about sixty cents. | 

With cordial regards, oo - 
Sincerely yours, Plump] W. Blonsat] 

811.504 Mexico/184 oo | oe 

Memorandum by the Chief of the Division of the American Republics 
See (Bonsal) * Pa | 

ae [WasHINGTON,] November 5, 1943. 

This memorandum is to set forth the present status of efforts being 
made to secure additional urgently needed railroad workers from _ 

* Wred M. Vinson, Director of the Office of Economic Stabilization. : 
*§ Not found in Department files. 
6 Addressed to the Adviser on Political Relations (Duggan), the Assistant Sec- | 

retary of State (Berle), and the Under Secretary of State (Stettinius), each of 

whom noted his approval. So
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Mexico and permission from the Mexican Government to renew the | 
contracts of Mexican railroad workers already in this country, and to | 
Stress the desirability of a prompt decision by the Department regard- | 
ing the proposal made by Ambassador Messersmith © and modified | 
by the War Manpower Commission that present differences be sub- | 
mitted for study to a special commission of two representatives of each | 
Government. It is believed that if agreement to such a commission is | 
reached, the Mexican Government will immediately permit recruiting | 

. of additional workers and the renewal of contracts of workers now | : 

here. es | | | 
_ The War Manpower Commission, seconded by the Office of Defense | 
Transportation, has consistently held that it is impossible to meet the | 

| Mexican demand that wage adjustments be given certain workers on | 
the Santa Fe Railroad who for a time worked beside employees of a 
contracting company who received much higher pay. The number of | 
workers is comparatively small, perhaps 200, and the amount involved | 
has been estimated as from $20,000 to $50,000. The agencies men- 

_ tioned hold that no wage adjustment. can be made for workers, Mexi- 

can or domestic, except through the procedure set up under the Rail- | 
way Labor Act * and have pointed to the President’s “hold the line”? _ : 
order * as a further complication to an adjustment. This situation is 
explained in Governor McNutt’s letter of October 28 and Mr. Joseph | 

| B. Eastman’s letter of October 13, both of which stressed that it was f 
hoped that the Mexican Government would realize this difficulty and 
would permit contracting and renewal of contracts to proceed. The 
letters also stated that while no special adjustment could be arranged, 
every effort was being made to secure a blanket increase of wages for ; 
all maintenance of way workers, domestic and Mexican, of at least ; 
eight cents perhour. we OF 

| The Department’s instruction no. 4636 of October 29 to Ambassador __ | 
-Messersmith,®* based on these letters, crossed with a despatch from | 
the Ambassador ” which stated that he had proposed to the Mexican : 
Government the formation of a commission of two representatives | 

_ from each Government to “determine names and amounts and that 
the Santa Fe would assume responsibility for this particular compen- 

: sation to the particular workers”. The Ambassador stated that the 

© Proposal made in despatch No. 13876, October 29, not printed. ss» mae 
* Act of June 21, 1984; 48 Stat. 1185. | | : 
*‘ Executive Order No. 9250, October 8, 1942, on stabilization of the national © : 

economy ; see 7 Federal Register 7871. — 7 : 
* Neither printed. | 
* Not printed; it reported the views of Chairman McNutt, pointing to unequal : 

wage rates among domestic laborers in the United States and to the prospect f 
of wage increases (811.504 Mexico/167b). | “oy | 

® Despatch No. 18876, October 29, 1943, not printed. | f
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Mexican Foreign Office had informed him in reply to his proposal 
“that if agreement was reached to the naming of such a committee 
and agreement that the compensation for such workers . . .71 would 
be paid ... the Mexican Government would remove objections to 
the further recruitment of Mexican labor . . . and would also permit 
the renewal of the contracts of such track workers in the United States. 
who wished to remain”. | - 

_ The Embassy advised me of the above proposal by telephone on 
October 30, at which time I said that the Department’s instruction on 

_ this subject, the general nature of which had been previously invited 
to the attention of the Embassy, was en route. I expressed serious | 
doubts that this Government could agree to a commission for the 

| objectives proposed. 
~The War Manpower Commission and the Office of Defense Trans- 

_ portation, to whom copies of the Ambassador’s despatch were given 
on Monday November 1, immediately expressed grave doubts as to | 
the possibility of accepting the proposal, and a letter dated November 

| 4 has now been received from Governor McNutt” which states that 
| a commission for the special objective set forth by the Ambassador 

cannot be accepted. oe ee | 
- Governor McNutt states that the commission: is willing, however, 

| to accept the appointment of a four man commission which “would 
be responsible for considering any differences between our two Gov- 
ernments as to the interpretation of the existing’ agreement, for 
studying the operation of the agreement with a view to making recom- 
mendations to our two Governments with respect to necessary changes 

in the agreement, and for recommending such administrative action 
as will minimize further individual complaints”. At the same time 

he requested that the Mexican Government be asked to give imme- 
| diate consent to the renewal for 30 days of Mexican railroad worker 

contracts which begin to expire on November 18. | 
The Embassy has been informed by telephone of this counter-pro- 

posal by the War Manpower Commission, and is ready to submit it 
to the Mexican Government upon receipt of instructions from the 
Department. While the counter-proposal has less immediate prom- 

| ise from the Mexican viewpoint, it apparently does not exclude the | 
possibility of an eventual settlement of the Mexican claim for wage | 
adjustment. A later and delayed settlement under recommenda- 
tions from the special commission might be less embarrassing for the 
War Manpower Commission because it would be distinctly on a Gov- 

7 Omissions indicated in the original memorandum. | | } | 
“Not found in Department files. 7
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ernment to Government basis and it might come at a time of less ten- | 

gion in the railroad labor wage field. The War Manpower Commis- ; 

sion would expect to have a representative on the committee, while Lf 

the Department would be free, apparently, to name the other repre- 

: sentative of this Government. a | | 
I recommend the establishment of the proposed commission, with | 

- duties as outlined by Governor McNutt, and, subject to your ap- 

proval thereof, I shall authorize Ambassador Messersmith to make _ | 
such an arrangement with the Mexican Government. | | 

ee Puiu W. Bonsan 

| 811.504Mexico/186 | a | 

— Memorandum by the Chief of the Division of the American Republics | 
a (Bonsal)® oe | 

| ee” Wasetneron,| November 6, 1948. | 

The Embassy in Mexico City was informed late yesterday afternoon : 

| that the Department authorized presentation to the Mexican Govern- 

ment of the War Manpower Commission’s statement of functions for 
a proposed joint mission to consider problems in regard to Mexican 

railroad workers. __ oe oo - os 

‘The Embassy this morning reported that the Mexican Foreign 
Office reacted very favorably to this counter proposition, but this after- 

noon at three p. m. the Embassy reported by telephone that the Min- 

istry of Labor had informed the Foreign Office by telephone that it 

would accept no other function for a joint commission than that of : 

determining (a) how many and what individual Mexican railroad 

workers were discriminated against as to wages on the Santa Fe, (0) | 

how long the discriminatory situation existed, and (¢) how much | 

~ each of those individuals was entitled to. The Labor Office said it did 

not insist on immediate settlement of the account, that it would have , 

~ no further claims to make regarding adjustments as long as Mexican | 

workers were not put along side of American workers who were 
receiving higher wages, and that no objections were made to present | 

wage rates as determined by collective bargaining. 7 | | 

_ The attached memoranda of conversations “ give the information 
from the Embassy, and copies thereof have been furnished the War 
Manpower Commission for study and further recommendation to the 

| Department. | i 

Oo a ee Pure W. Bonsau 

_ ™ Addressed to the Assistant Secretary of State (Berle) and the Under Sec- 
retary of State (Stettinius). | 

™ Not printed. | | |
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811.504 Mexieo/168 ne . a 

The Acting Secretary of State to the Ambassador in Mexico — 
(Messersmith) SOR 

No. 4789 Wasuineton, November 11, 1948. 

Sir: Reference is made to the Agreements of August 4, 1942 and 
April 29, 1943 for the temporary migration of Mexican agricultural 
and non-agricultural workers to the United States. The Department 
has now received a communication dated November 1, 1948 from Gov- 
ernor Paul V. McNutt,” Chairman of the War Manpower Commis- 
sion, in which he requests that the Mexican Government be approached 
with a view of securing its permission to the transfer of agricultural 
workers who may not be needed during the winter months to em- 
ployment under the non-agricultural agreement. 

Governor McNutt states that he has been informed by the War 
Food Administration that at least 10,000 Mexican agricultural work- | 

ers will become available for such transfer between November 1 and 
December 31. In his letter he lists a variety of industries in which 
these workers could perform a valuable service in the production of | 
materials of importance in the war effort. a | 

You are requested to discuss this proposal with the Mexican For- 
. eign Office with a view to securing the desired permission. Please 

inform the Department on an urgent basis of the results of your 
representations. Oe 

Very truly yours, Epwarp R. Sretrrrntrus, JR. 

811.504 Mexico/197b eee 

The Secretary of State to the Ambassador in Mexico (Messersmith) 

No. 4748 | Wasuineron, November 12, 1948. 

Sir : Reference is made to your despatch no. 18,082 of September 17, _ 
1943, and to the Department’s instruction no. 4485 of October 12, 
1943," in reply thereto, regarding a note from the Mexican Foreign 
Office concerning charges made by certain Mexican railroad workers 
that they had been made the object of discriminatory actions in the 
towns of Monahans and Midland, Texas.. You were informed in the 
Department’s instruction under reference that this complaint had been 
invited to the attention of the War Manpower Commission and of the | 
Governor of Texas. / 

A reply has now been received from the War Manpower Com- 
mission, a copy of which is attached hereto,” from which it is apparent 

® Not printed. oe 
6 Neither printed. : | , 
™ Reply of November 3, 1948, not printed; it reported Mexican complaints 

concerning straw mattresses, inadequate bathing facilities, race discrimination, 
and overcrowded camp cars. 7 | | a
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that the majority of the complaints concerned living conditions in- 
volving the complaining Mexican nationals. The War Manpower | 

Commission report indicates that as a result of the prompt investiga- | 
tion made, immediate steps were taken to satisfy the workers. —T 
Your attention is invited in this regard to despatch no. 1970 of = 

October 25, 1948, from Consul General William P. Blocker, who | ) 
states that ameliorative action has been taken by the President’s | 

- Committee on Fair Employment Practices. It is not clear, however, — 
| from Mr. Blocker’s despatch, a copy of which was forwarded directly __ : 

_ to the Embassy, whether action was also taken on this matter by 
the Texas Good Neighbor Commission, to which the complaint was | 
also referred through the Governor of Texas. If a further report on 
this matter is received from the Good Neighbor Commission the 
Embassy will be informed thereof. a wot as 

Very truly yours, == ~~ ~—~._:- For the Secretary of State: | 
| | ne eee | A, A, Burtx, Jr. 

811.504 Mexico/207 | ee 

Memorandum of Telephone Conversation, by Mr. W.G. MacLean of 
the Division of the American Republics a 

a, _ [Wasutneron,] November 18, 1943. 

Mr. O’Donoghue ” telephoned at noon today to inform the Depart- ; 
- ment that the Embassy had received from the Mexican Foreign Office | 

_ permission for the War Manpower Commission to renew contracts of ; 
‘Mexican railroad workers, which contracts begin to expire today, and 
for further recruiting of 5,000 Mexican railroad workers in Mexico | 
City under the agreement of April 29, 1948. In reply to a question, | 
Mr. O’Donoghue stated that it was his understanding that the per- 

_ mission to recruit 5,000 additional workers meant that the Mexican’ 
Government agreed that 20,000 Mexican railroad workers could now | 

| be maintained in this country. (This understanding is in accordance 
with the Ambassador’s despatch no. 13,283 of September 29, 1943.) 

| - I told Mr. O’Donoghue that all concerned here would be very — | 
happy to have this definite clearance, and that I would immediately , 
inform the War Manpower Commission that they could proceed | 
with further recruiting in Mexico City at any time and could proceed | 
with the renewal of contracts of workers now here, as those contracts 
expire. | gee as: | 

Mr. O’Donoghue said that there had been some delay in securingthe . 
above commitment from the Mexican Foreign Office because Mr. | 

 ® Not printed. | , | | | | 7 : 
” Sidney E. O’Donoghue, Second Secretary of Embassy in Mexico. eo 
® Not printed. ; - |
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Manuel Tello of the Foreign Office, who has been handling the matter, 
had been sick and absent from the office. _ 

Mr. O’Donoghue stated.in regard to the Mexican members of the 
commission and the place of meeting that the Mexicans had apparently 
not reached a decision. He expected to receive this information the 
first of next week. I told him that the clearances mentioned above 
were of course the matter of first interest and that our representatives 
were ready to meet the Mexican representatives at any time. He said 

he would inform the Department as soon as further word was received. 
from the Foreign Office. _ | : | 

On the basis of a letter from the War Food Administration, I then 

asked him to seek the approval of the Mexican Government to permit 
the Administration to use up to 2,000 Mexican agricultural workers 
in packing plants of the Pacific Northwest, which were having an 
unprecedented receipt of cattle and which had heavy orders for allied 
and domestic consumption to meet in the near future. I said that _ 
the War Food Administration would continue to take care of these 
men. under the full terms of the international agreement of August 4, 
1942, as amended on April 26, 1943, and especially see that wage rates, 
which vary from 60 to 80 cents per hour according to the task per- 
formed, would be the same as those paid to domestic workers in the 
packing plants under consideration. Mr. O’Donoghue said that he 
would immediately present this request to the Mexican Government 
and that he would follow this request early next week with a request, 
the subject of a recent instruction from the Department, that per- 
mission be given to transfer workers from the agricultural agreement 
to the non-agricultural agreement for railroads and industry during 
the next few months. 

811.504 Mexico/218 | | _ | | 

The Ambassador in Mewico (Messersmith) to the Secretary of State | 

No. 14359 Se : _ Mexico, November 22, 1943. | 
| x | [Received November 27.] . 

Sir: I have the honor to acknowledge the receipt of the Depart- 
ment’s instruction no. 4739 of November 11, 1943, transmitting a copy 
of a letter dated November 1* from Governor Paul V. McNutt, 
Chairman of the War Manpower Commission, in which he requests 
that the Mexican Government be approached with a view to securing 
its permission to the transfer of approximately 10,000 agricultural 
workers who may not be needed during the winter months to employ- 
ment under the non-agricultural agreement. The Department di- 

| = TLatter not printed. : | ~
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rected me to discuss this proposal with the Mexican Foreign Office with | 
| a view to securing the desired permission. : 

In this same connection I desire to refer to the Department’s in- | 
struction no. 4789 of November 17 * respecting the desire of the War | 
Food Administration to transfer from 1000 to 2000 surplus agricul- | 
tural workers to certain meat packing houses in the Pacific Northwest. | 
The Department will recall that when this question was discussed with = —s_ 
Officials of the Foreign Office and the Ministry of Labor, they made 
it a sine gua non, before even considering the proposal, that the pack- . : 
ing plants guarantee to provide lodging and feeding facilities equiva-_ | 
lent to those which the agricultural workers enjoy under the existing 
agricultural workers agreement. : 
_ Governor McNutt states that the War Manpower Commission is | 

| interested in obtaining agricultural workers for employment in war : 
essential industries, in which there is a shortage of workers, and 

_ “which can provide suitable working conditions”. He indicated that i 
in his opinion the approach to the Mexican Government should be | 
on the basis of the transfer of agricultural workers “to all war essen- | , 
tial industries, rather than to specific industries”. | . 

_ I have not discussed this matter with the Mexican Government 
officials in view of the fact that even should they prove agreeable to 
the transfer of such agricultural workers to war essential industries, | 
there could be no guarantees given that lodgings and feeding facilities 
would be exactly the same as those which they now have in agricul- 
tural employment. It would seem to me that from the very nature 1 

_ of the employment to which it is proposed to transfer these workers, 
it would be impossible to provide them with the facilities which can : 

_ be afforded them on the farms where they are now employed. | : 
Tam likewise disturbed over the project of transferring agricultural 

workers to non-agricultural employment, especially in war essential 
| industries. If Iam not mistaken, the average wagerateofemployees §—stKX 

in essential war industries is considerably higher than that paid to : 
agricultural workers. It would appear to be only reasonable to con- 
clude that when the need for agricultural workers again becomes : 
apparent, it would be extremely difficult, if not impossible, to re- 
transfer workers from essential war industries to agricultural employ- | 
ment. If I am correct in my opinion that the need for agricultural | 
workers is of the first importance to us, then I think we should explore | 
every possiblity to locate existing surplus agricultural workers in | 
other areas where agricultural employment may be possible during 
the winter months. : ae ee 
‘With respect to the instruction under reference, I do not propose to 

take any steps: vis-A-vis the Mexican authorities unless otherwise 
directed by the Department, and then only if guarantees can be given : 

Not printed. 

a
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with respect to food and lodging for such Mexican workers as may be 

transferred to war essential industries. | | 

Respectfully yours, | G. S. Mzssersmira 

811.504 Mexico/200 ae 

The Secretary of State to the Ambassador in Mexico (Messersmith) 

No, 4841 - Wasuineron, November 26, 1943. 

| Sir: Reference is made to the agreement of April 29, 1943 for the 

bringing in of non-agricultural workers to the United States, and to 

the agreement of August 4, 1942, as revised on April 26, 1943, for 

the bringing in of agricultural workers from Mexico. Reference is 

also made to censorship intercepts which have been forwarded to you 

_ from time to time, some of which made clear that Mexican workers 

in the United States were requesting members of their families in 

| Mexico to write letters declaring that members of the family in Mexico 

were ill and that the worker in the United States should therefore 

return immediately. Two intercepts of this kind are transmitted | 

herewith for your reference.** | a 

7 The War Food Administration has written to the Department a 

letter under date of November 17, 1943 ® in which it is pointed out that 

| the rapidly increasing repatriation of Mexican nationals before com- 

pletion of their contracts is a matter of serious concern. The Ad- | 

ministration points out that large numbers of workers have been using | 

various excuses to return home before the expiration of their con- 

tracts, and then have promptly reappeared for recruitment in Mexico 

City for return to this country for further employment under the 

agricultural agreement. This practice is now apparently reaching 

alarming proportions, and the Department concurs with the statement 

of the War Food Administration that this Government cannot con- 

tinue to assume the rapidly increasing costs in terms of wasted man- 

power, crops and travel expenses. PEs 

The communication from the War Food Administration states 

that many requests have also been received from workers in this 

country who wish to go home at their own expense for short vacation 

periods, after which they would return again to this country for 

further employment. This plan involves no direct expense for the _ 

| War Food Administration, and the Administration has made ar- 

rangements with the Immigration and Naturalization Service so that 

the individual worker may re-enter the United States without dif- 

ficulties. There is enclosed herewith for your information a copy of 

the War Food Administration’s letter under reference, as well as copies | 

of its enclosures, instructions and documents for use by regional di- 

8 Not printed. |
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rectors of this program in regard to vacation periods for agricultural | 
workers, | he. | | | | 

The War Manpower Commission has apparently been making use ) 
_ of a similar plan in regard to Mexican maintenance of way workers | 

- under the non-agricultural agreement, according to a letter dated | 
_ November 15, 1943 from the Acting Chief of the Bureau of Place- | 

| ment of the Commission, a copy of which is also transmitted here- | 
_ with. However, railroad workers returning to Mexico under leaves | | 

of absence have encountered unexpected difficulties with the Mexican | 
immigration officials, according to the War Manpower Commission. | 
The individuals concerned have been requested to pay five pesos or to | 
turn in their passports to Mexican immigration authorities. Some of : 
the men have paid, but those who refused to do so have had their | 
passports picked up. sits Vee: | a | ! 

The War Manpower Commission requests that this matter be | 
brought to the attention of the proper officials of the Mexican Gov- | 
ernment, with a view to reaching an understanding that Mexican 
nationals who have been granted leaves of absence to visit their fam- _ 3 
ilies in Mexico may return to the United States to complete their con-- | 
tracts without any charges being imposed by the Mexican Government __ : 

| for their re-entry. You are therefore authorized, in your discretion, : 
to discuss this matter with the Mexican Foreign Office with a view to | 
effecting the arrangement requested. It is suggested that you may 

_ wish to make this arrangement applicable to both agricultural and 
non-agricultural workers, although the War Food Administration 

_ has not‘yet reported difficulties of this kind. : | 
You are also authorized, in your discretion, to discuss the contents 

of the War Food Administration’s letter of November 17 , 1943 with 
the Mexican Foreign Office in order that it may be informed of the | 
difficulties which have arisen and of the measures which are being 

, taken to make it possible for the workers to visit their families for. ; 
legitimate reasons without canceling their contracts and without 
causing unjustifiable expense to this Government. oe | 

_ Very truly yours, eo For the Secretary of State: ‘| 
a oe A. A. Bertz, Jr. 

811.504 Mexico/203 - rs | | —_ oS | 

The Secretary of State to the Chairman of the War M anpower — | 
| 2 BE Commission (McNutt) OP ay | 

| ae _--Wasutneton, November 26, 1948. 4 
_ My Dear Governor McNutt: I refer to my letter of November 19, 

1943, in answer to your communication of November 9, 1943,®° regard- 

a ** Not printed. _ | OS | | 
* Neither printed. | | | |
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ing the functions of a four man commission to consider a claim of the 

Mexican Government on behalf of Mexican railroad workers in this 
country under the agreement of April 29, 1948. : | 

I now enclose for your information a copy of despatch no. 14,248 

of November 16, 1943, from our Embassy at Mexico City, to which 

are attached as enclosures copies of the notes exchanged ** by the 

| Embassy and the Mexican Foreign Office setting up the four man 

commission referred to and specifying the duties which are assigned 

to it. The note from the Mexican Foreign Office expresses agreement 

to the renewal of individual work contracts, subject to the consent of 

the workers themselves, and refers to the contracting of 5,000 addi- 

- tional maintenance of way workers, which, I understand, are now 

being selected in Mexico City. > , os | 

| Tt will be noted that the Mexican Government,.while accepting the 

duties of the commission as proposed in your letter of November 9, 

expresses the hope that the commission will not be limited to consid- 

| ering the incident at Fullerton, California, but that the labors and _ 

the competence of the commission may be made extensive to all other | 

| cases of wage discrimination which may have arisen. The Embassy 

has been given no instructions regarding this point raised by the 

Mexican Government since it was agreed in the meeting of November 

- 9 in the War Manpower Commission that it would be best to limit 

this four man commission to a solution of the present differences, 

leaving future problems to be settled through usual diplomatic 

channels, oe rte 

Sincerely yours, Oo For the Secretary of State: 

oF , Epwarp R. Srerrrntus, JR. 

| a oe Onder Secretary 

811.504 Mexico/237 ae eB | | 

| The Ambassador in Mexico (Messersmith) to the Secretary of State 

No. 14709 | Méxtco, D. F., December 9, 1943. 
ORES | [Received December 14.] | 

Sir: I have the honor to acknowledge the receipt of the Depart- 

ment’s instruction no. 4841 of November’ 26, 1943, stating that the © 

- War Food Administration has become concerned regarding the rap- 

idly increasing repatriation of Mexican nationals before eompletion 

of their contracts. The Administration pointed out that large num- 

| bers of workers had been using various excuses to return home before 

the expiration of their contracts and had then promptly reappeared 

for recruitment in this capital for return to the United States for 

further employment under the agricultural agreement. The Depart- 

| | 86 None printed.
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| ment directed the Embassy to bring this matter to the attention of the. | : 
Foreign Office here and also to arrive at an understanding that Mexi-. | 
can nationals, who have been granted leaves of absence to visit their- | 
families in Mexico, might return to the United States to complete. _ | 

their contracts without any charges being imposed by the Mexican, — | 
Government for their re-entry. | | | | 

As of December 1, the Embassy brought the above to the attention. | 
of Senor Manuel Tello, Oficial Mayor of the Ministry for Foreign. | 
Affairs. Senor Tello expressed himself as being in accord with the- | 
arrangements made whereby Mexican workers were granted leave of : 
absence without pay and for their return to the United States. Sefior- | 

_Tello was informed orally as to the charges being made by Mexican, | 
immigration officials at border ports of entry and he said that he would. | | 
look into this phase of the matter. | | | | | 

The Embassy has been shown a copy of instructions which have been : 
issued to Mexican workers, agricultural and non-agricultural, in the. | 
United States by the representatives there of the Mexican Ministry | 
of Labor. These instructions point out the increasing number of a 

| repatriations being demanded by the workers on flimsy excuses and. | 
states that these cannot be tolerated; that in the future workers who. ! 

| desire to be repatriated before the termination of their contracts may- 
be so repatriated only on the most urgent personal family matters, : 

. such as illness or death and that such illness or death must be attested. 
by a reputable physician in the home district of the worker and. 
certified to by the competent Mexican civil authority. It is hoped’ 
that with the strict enforcement of these instructions the number of : 
repatriations of which the War Food Administration is concerned. 
will be considerably decreased. — | oe 

Respectfully yours, For the Ambassador: _ 
| | a | Srvney E. O’DonogHur. | 

| Be Second Secretary of Embassy: : 

811.504 Mexico/246a re | , 

The Secretary of State to the Ambassador in Mewico (Messersmith), | 

- an | _ [Extracts] SO | oo i 

No. 4982 | ee _ Wasutneton, December 14, 1948. : 
Sr: Reference is made to the Department’s strictly confidential 
instruction no. 4873 of December 3, 1943,7 and to the telephone | 
conversation of December 4 [3], 1943 * between Mr. Sidney E. | 

_ O'Donoghue, Second Secretary of the Embassy, and an officer of the 

*" Not printed. | ee : 
_ = Memorandum of conversation not printed. | 

461-035—64_38 | |
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Department regarding statements made by a representative of a labor 
organization in a telegram to Mexican officials. The telegram pro- | 
tested that Mexican workers brought into this country under existing 
agreements were by the terms of those agreements prevented from 
becoming members of labor organizations and that they were therefore | 
being discriminated against. a oe 

‘You will be interested in knowing that since that conversation be- 
tween Mr. O’Donoghue and an officer of the Department this matter _ 
has been discussed. with both the War Manpower Commission and the 
War Food Administration, both of which share the Department’s | 
opinion that there is nothing in the agreements which would prevent 
Mexican workers from joining unions if they so wished. Colonel _ 
Philip G. Bruton, Deputy Administrator of the War Food Admin- _ 
istration in charge of labor matters, telephoned Mr. William G. | 
Anglim at San Francisco, in charge of the field administration of 
Mexican agricultural workers, who confirmed that in field practice 
the War Food Administration had been neutral in regard to this 

question. Mr. Anglim further stated that it was his understanding 
that the American Federation of Labor and the Congress of Industrial 
Organizations had been interested at the time of the negotiation of 

- these agreements that there would be no displacement of American 
_ laborers by workers brought in from Mexico, and that Section 4 of 

the General Provisions reflected this interest. It may be further 
stated that at the time the agreements were negotiated, the Mexican _ 

| Government, because of the temporary nature of the migration, had 
reservations about Mexican workers being involved with American 

oe unions and that the American unions apparently shared these 
reservations. a 

Very truly yours, For the Secretary of State: 
a - A, A. Bertx, Jr. 

811.504 Mexico/260 OO | 

The Ambassador in Mewico (Messersmith) to the Secretary of State 

No. 14999 alee Mexico, December 28, 19438. 
| ee [Received January 1, 1944.] 

Sir: Reference is made to the Department’s instruction no. 4799 of 
November 19, 1943 ® in connection with the setting up of a four-man 

| commission composed of two representatives of the Mexican Govern- 

© Not printed. | |
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ment, and two representatives of the Government of the United States, 1 
to consider problems raised in relation to the Mexican railroad workers : 

employed in the United States under the agreement of April 29, 1943. a 
I now have the honor to inform the Department that in a note dated | 

- December 16, 1943 the Ministry for Foreign Affairs has informed the 
_ Embassy that the Mexican representatives on the commission will be | 

Lic. Luis Padilla Nervo, the Oficial Mayor of the Ministry of Labor, _ | 
and Mr. Manuel Aguilar, a Mexican Consul assigned to the Consulate | 
General in Los Angeles.” ok | . 

The Ministry added that the Mexican commissioners will be glad ; 
to join the United States commissioners in El Paso, Texas on Jan- | 
uary 17, 1944. It is presumed by the Embassy that the Mexican | 
representatives can be located through the Mexican Consulate General : 

Respectfully yours, = a For the Ambassador: et 
ce eT ce Be ES Sipney E. O’DonocHUE : 

oe Second Secretary of Embassy st 

AGREEMENT BETWEEN THE UNITED STATES AND MEXICO REGARD- 
ING PAYMENT FOR EXPROPRIATED PETROLEUM PROPERTIES” | 3 

44.41 0/7187 Poe | | 

«The Department of State to the Mewican Embassy | 

carl -Memoranpum an | : 

| ~ Reference is made to the memorandum presented by His Excellency : 
the Ambassador of Mexico * to the Department of State on Novem- | : 
ber 18, 1942 ® concerning the conclusion of a final agreement in rela- 
tion to the matter of claims of American nationals arising out of the 

expropriation of petroleum properties in Mexico. Ee | 
_ The proposals submitted in the Embassy’s memorandum have been 
given careful consideration, but more definite information is desired —_ 
regarding the position of the Mexican Government in relation to the | 

| recommendations made in the joint report * of Messrs. Cooke and | 
Zevada ® with respect to claims against the interested companies. I 

The American members were Judge Charles M. Hay, General Counsel of I 
| the War Manpower Commission, and William G. MacLean of the Department of | | } 

1 For previous correspondence concerning the expropriation of petroleum | 
properties in Mexico, see Foreign Relations, 1941, vol. vir, pp. 371 ff. passim. See 
also bracketed note, ibid.,.1942, vol. v1, p. 525. ge E 

= Francisco Castillo Najera. | | | | 
Not printed. ee ee Se on : 
“For text of joint report, see Department of State Bulletin, April 18, 1942, 

© Morris L. Cooke and Manuel J. Zevada represented the United States and 
| Mexico as experts to determine the compensation due the oil companies.
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The joint report contained the following recommendations: 

1. That the claimant companies remain liable on account of claims of 
the Government of Mexico for unpaid taxes and duties and for pay- 
ments made for their account by that Government, and also for private 

| claims against the companies pending in the Mexican courts on 
| April 17, 1942; and | | | | 

9. That the Mexican Government assume responsibility for all 
private claims against the companies instituted by private individuals 
after April 17, 1942. a oO 

| - It is stated in the Embassy’s memorandum under reference that, 
with a view to concluding a final arrangement with respect to the 
matter, the Mexican Government “might agree to release the petroleum 
companies from the obligations which the Zevada—Cooke award left 

| against them” if the Government of the United States would be pre- 
pared to regard as included in the settlement claims with respect to 
the properties of certain companies not named in the Expropriation 
Decree of March 18, 1938 or in the joint report of Messrs. Cooke and 
Zevada. However, it is also stated that the proposed release would be 
applicable only with respect to such of the above-mentioned claims — 
against the companies as are under the “exclusive” jurisdiction of the - 
courts of Mexico. | Be 

| In view of the fact that some, if not all, of the claims in question 
may not be regarded as subject to the “exclusive” jurisdiction of the 
courts of Mexico the proposed arrangement would appear to leave 
the companies subject to suit in the courts of the United States on 
account of such claims. | 

Accordingly, in order that the Department of State and the inter- 
ested companies may be in a position to consider the proposals of the 
Government of Mexico with full understanding of their purport, the | 
Department of State would greatly appreciate receiving a more com- 
prehensive statement of the position of the Mexican Government in | 
relation to the scope of the proposed release. = 

-Wasuinaton, February 16,1948. Co | 

412.11 O11/161. a oe a ER ee 7 

The Mexican Embassy to the Department of State 

oo 7 a [Translation]. 7 | 

The Government of Mexico has given most attentive consideration 
to the Memorandum of February 16, 1948 submitted by the Depart- | 
ment of State of the United States of America in connection with the __ 
arrangement—under negotiation—intended to determine the interpre- __
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‘tation and the scope of the valuation which fixed the compensation __ 
due to the United States nationals whose properties, rights and inter- _ , 
ests in the petroleum industry in the Republic were affected by acts | 
of the Mexican Government subsequent to March 17, 1938. - ! 

| With the purpose of obtaining a definitive solution of this matter, 
in the broadest spirit of collaboration, the Government of Mexico | 

_ desires to define its attitude by means of the examination of the 
antecedents which it summarizes below: | 

1, According to the engagement contracted in the notes which were 
exchanged. at Washington, November 19, 1941 °° the International | 
Commission of Experts was formed for the purpose of fixing a just 
compensation for the United States nationals affected by the petroleum 
expropriation. The said Commission was empowered, by paragraph | : 
10 of the agreement mentioned, to render a joint opinion in which , 
it should fix precisely the indemnities which it might consider proper | : 
and recommend the manner and terms of payment thereof. Further- : 
more, it will be recalled that—in accordance with paragraphs 12 andy : 
16 of the same notes—it was determined that the joint opinion would | 
be not subject to appeal and the compensation and interest fixed by . 
the experts would be of a final character; leaving to the Chancelries : 
only the final decision concerning the form and terms of the payment. : 

2. On April 17, 1942 the Commission of Experts submitted to the 
Governments of Mexico and the United States of America a joint | 
opinion resulting from the agreement of the experts. This opinion | | 
concludes with five proposals, of which the fourth makes a recom- : 
mendation while the others are expressed in clearly conclusive form. 

_ Everything seemed to indicate that, with the settlement and the 
scale of payments which the Government of Mexico submitted to the | 
Department of State on June 30 and July 25, 1942,°7 the case should | 

_ be deemed to be settled. | | | 
3. Nevertheless, the Department of State thought that the con-_ | 

_ ¢lusions of the joint expert opinion were susceptible of interpretation | 
and, in its Memorandum of September 9, 1942 ° it characterized as — 4 
recommendations the second and third conclusions of the above-- i 
mentioned decision. In its judgment, the experts recommended: | 

(a) That before any payment should be made to the companies | 
concerned the latter would have to deposit in escrow all the docu- | 

_ Ments and instruments of ownership relating to the expropriated 
_ properties with a view to delivering them to the Government of Mexico i 

on the date of the complete settlement of the debt; | 
(6) That the Government of Mexico and the companies should re- 

lease each other from all unpaid obligations, with the exception of : 

| Hor texts of notes, see Department of State Executive Agreement Series 
No. 234, or 55 Stat. (pt. 2) 1554. | : : -  * Not printed. | | | :
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certain claims of the Government of Mexico against the companies; 
an nee | - 

(c) That one-third of the amount of the compensation agreed upon 
by the experts should be paid on July 1, 1942 and the balance in five | 
equal annual installments payable on July 1 of each of the following 
years. aa 

Furthermore, in the same Memorandum, the attention of the Gov- 

| ernment of Mexico was called to the fact that six companies whose 
properties had been affected by acts of expropriation had not been 

| listed in the experts’ opinion and that, of these, the Compaiiia 

Petrolera Titania S.A. and the Compafiia de Petréleo Mercedes, S.A. 
had obtained a decision of the Mexican Supreme Court of J ustice 

which implied the return of their properties and rights. | 

Finally, with the purpose of reaching a definitive solution, the 

Government of the United States proposed to conclude an agreement 

along the following lines: | oe oe 

I—That the Government of Mexico should pay the indemnity and 
interest fixed in the expert opinion. a , 
TI—That such payment should be effected in the manner and ac- 

cording to the settlements proposed by the same Government in the 
course of the formal and informal conversations that were held in the 
matter. : | 

11I—That a general quittance should be declared of obligations and _ 
liabilities between the Mexican Government and the expropriated com- 
panies; four of the six companies which had been excluded being also 

considered as included in the opinion. , | 

- J[V—That the Government of Mexico should assume all claims 
against the companies; whether fiscal, labor or private. 
V—That the companies should deposit in escrow their titles of own- 

ership, documents, et cetera, for delivery to the Government of Mexico 

at the moment of making the final payment. | 

VI—That the Government of Mexico should return—in execution 

of the decision of its Supreme Court—to the Titania and Mercedes 

Petroleum Companies their properties and rights; granting to them, 

moreover, additional concessions and giving them facilities for the 

resumption and increase of their activities. | oe 

4. The Mexican Chancelry replied to the foregoing proposal in its 

Memorandum of November 17, 1942.°° It rejected, in the first place, 

the sixth point, regarding the Titania and Mercedes Companies, as 
being completely foreign to the negotiations for the purpose of giving 

execution and practical application to the opinion of the experts, 

Messrs. Zevada and Cooke. Next, it referred to the manner of the 

payment of the indemnity and interest fixed by the experts, stating 

that for it properly to be perfected, the agreement already reached by _ 

| both Governments only needed to be set forth formally. Lastly it em- 

*® Not printed. : :



| MEXICO ae Ss O89 , 

phasized the impropriety of modifying the experts’ opinion so far as | 
concerns: | : - ee : 

(a) The financial liabilities to which the companies mentioned | 
therein wereliable;and o a 

(0) the petroleum companies which did not appear by name in the 
decision of the experts. | | 

As a basis for its attitude on this last point, the Government of | 
Mexico indicated that the experts, Messrs. Zevada and Cooke, when ] 
they fixed the indemnity, had in view the'existence of certain liabilities 
against the companies and that, consequently, if the latter were sub- : 
sequently released from those obligations, the indemnity would bein- 
creased by the amount of such charges in violation of the Agreement 
constituting the expert arbitration, which prescribed that the compen- 
sation fixed by the experts jointly could not be changed. So far as 

_ concerns the companies which were apparently omitted, it was pointed 
out that, unless it was shown that the experts failed to comply with the 
obligations which the Agreement of November 19, 1941 imposed on 
them, it was evident that all properties of which they had knowledge— 
including those of the companies which were not listed as appears from | | 
the detailed inventory which served as a basis for the valuation—were 
taken into account when the indemnity was determined and were cov- _ 
ered byit. ) | i 

In spite of the legal strength of the arguments invoked by its Chan- , 
celry, the Government of Mexico, in view of the attitude of beneficent: 
compromise and friendly reciprocity which has characterized all the- 
-hegotiations and agreements for the purpose of putting an end to this 
matter, made the counter-proposal that: If the Government of the: | 
United States of America agreed to consider as included in the expert 
opinion the six companies not listed (including the Titania and the- + 
Mercedes), it would agree in turn to waive the obligations of the | | 
petroleum companies which the Zevada—Cooke opinion left against I 
them; and it made clear that there would only be understood as in- 
cluded in the waiver the claims which were within the exclusive juris- | 
diction of the Mexican courts and not those suits which had been: [ 
submitted or might be submitted in the future to foreign courts. 

5. Now, in the last Memorandum of the Department of State, dated’ 
| February 16 of the current year, the Government of the United States: 

of America expresses its desire “to receive a more detailed exposition 
of the attitude of the Mexican Government in relation to the scope of : 
the proposed waiver of obligations”. | . 

_ Acceding to the request of the Department of State, the Govern- if 
ment of Mexico sets forth the following in detail: In exchange for- | 
considering the firms Cfa. Petrolera Titania, S. A.; Cia. de Petréleos. | 

_ Mercedes, S.A.; J. A. Brown, S. en C.; Green y Cia., Doheny, Bridge»
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y Cia. and Cfa. Naviera Transportadora de Petrdéleo, S.A. as. ex- 

pressly included in the Zevada-Cooke opinion, and their demands © 

and claims being covered by the indemnity and interest indicated in 

| the same opinion, the petroleum companies affected by the acts of 

expropriation to which these negotiations refer shall be deemed to be 

liberated from: | | , 

- (a) Taxes and duties not paid to the Government of Mexico; 
(6) Payments legally made by the latter for the account of the 

companies; | | a 
(c) Private claims pending in Mexican courts on the date of the 

opinion, including claims of workers; 
(d) Private claims that have been filed or may be filed in Mexican 

| courts and which are within their exclusive jurisdiction. 

In virtue of the principle of immunity, universally accepted in 

- international law, the Government of Mexico is not disposed to sub- 

| ject itself to the decisions of foreign courts. Consequently, it finds 

it impossible to assume the obligation of answering for the suits 

brought, or which in the future may be brought, in United States 

courts against the expropriated petroleum companies. 

As will be clearly seen from reading all the foregoing, the attitude 

of the Government of Mexico is most strictly within the spirit and 
letter of the engagements entered into November 19, 1941. In agree- 

ing to the modification, in the terms of section 5 of this Memorandum, 

of the third decision of the joint expert opinion of April 17, 1942 

(which, from its expressions and purposes, is conclusive and unappeal- | 

able) the Government of Mexico does so with the purpose of settling — 

discrepancies and concluding this matter on the basis of cordial under- 

standing on which it has been discussed by the two Chancelries. 7 
Being convinced that the American authorities are animated by 

the same friendly disposition, the Government of Mexico makes bold 

to hope that the reasoning set forth in this Memorandum will receive 

from them all the attention it merits and that a conclusion of thenego- _ 

tiations initiated November 19, 1941 may soon be achieved. - | 

WasHineron, July 24, 1943. oe | | 

4121100/179 - | 

Memorandum by the Legal Adviser (Hackworth)* a 

- oo [Wasuineton,] July 31, 1948. 

- On July 24, 1943 the Mexican Ambassador left with the Secretary 

a, Memorandum dealing with the two difficulties (discussed below) 

1 Addressed to the Under Secretary of State (Welles) and to the Secretary of 

‘State. Mr. Welles made the notation: “I agree. 8. W.” |



| i MEXICO a 591. | 

which have tended to prevent a final settlement of the claims arising | 
out of the expropriation of petroleum properties in Mexico in which. , 
certain American companies were interested. | 

Claims of the Mexican Government and Others Against the | 
a Companies. — oe | | | 

_ In the joint report evaluating the companies’ claims at approxi- | 
| mately $24,000,000, Messrs. Cooke and Zevada recommended (a) that. SY 

the Mexican Government and the companies reciprocally release each | 

other of all pending claims, except certain alleged claims of the Gov- | ! 
ernment against the companies and (6) that the companies remain | 
responsible for private claims then pending against them in the: 
Mexican courts. a | | 

Attempts made by the Department to obtain information regarding — | 
the probable total amount of such claims have proven futile. It and. 

the companies have been apprehensive that such claims might be de- 
| termined by Mexican judicial or administrative authorities to be valid. 

in amounts possibly equaling or exceeding the $24,000,000 which Cooke: | 
and Zevada found to be due the companies. However, the Mexican 
Government has finally expressed its willingness (a) to regard as. 
cancelled the alleged claims of the Government against the compa- &f 
nies and (6) to relieve the companies of responsibility with respect | 
to any private claims against them which may be determined as valid. 
claims by the Mexican courts. It is not willing to assume responsi- : 
bility for private claims against the companies which may be prose-- 
cuted in American courts. | : 

Titania and Mercedes Properties. | 

The above-mentioned proposal of the Mexican Government is con- ; 

ditioned on our agreement that there be included in the $24,000,000: 
settlement the claims of the Titania and Mercedes Companies (subsid- | 
iaries of Standard Oil of New Jersey) whose properties have been. 4 
evaluated by Messrs. Cooke and Zevada and included in their total. | 
appraisal. Subsequently, the Supreme Court of Mexico held that the i 
properties of those Companies had not been expropriated and at the: | 

| request of Standard the Department has been endeavoring to induce: | 
the Mexican Government to return these extensive but undeveloped | : 
properties to the Companies, thus giving effect to the decision of the | 
Mexican Supreme Court. However, shortly prior to the receipt of 
the recent Mexican note, in which it is insisted that the properties be: | 
included in the general settlement, an official of Standard indicated. 

_ orally to an official of the Department that the Company was ap- 
parently willing to forego its claim to those properties if such action ' 
on its part would tend to facilitate a final settlement of the claims: 
arising out of the expropriations. | | ' | ;
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| - Ataconference attended by Messrs. Hackworth, Duggan,? McGurk 
of RA,’ and English of Le,* there appeared to be unanimous agree- 

: ment that the proposals of the Mexican Government are probably the | 
‘best that can be expected and that they should be accepted, thus ef- _ 
fecting a final settlement of the claims growing out of the expropria- 
tions of 1938. It is their belief that most, and possibly all, of the 
companies will go along with the settlement made on the proposed 
‘basis. It is also believed that a settlement of these claims will greatly 
facilitate negotiations in relation to the general question of future 
-development of oil production in Mexico. a | 

If you agree that a settlement may be made along the lines indicated 
the matter will be discussed informally with officials of Standard Oil 
‘Company of New Jersey, owners of the Titania and Mercedes Com- 
panies, prior to the drafting of an acceptance of the proposals made 
in the Mexican note. | | 

[For text of agreement between the United States and Mexico 
regarding payment for expropriated petroleum properties, effected | 

| ‘by exchange of notes signed at Washington, September 25 and 29, 
1948, and for joint report, see Department of State Executive Agree- 
ment Series No. 419, or 58 Stat. (pt. 2) 1408.] a 

“NEGOTIATION OF AN AGREEMENT BETWEEN THE UNITED STATES _ 
AND MEXICO ON A DIVISION OF THE WATERS OF THE COLORADO 

AND RIO GRANDE RIVERS °* 

711.1216M /2258 : Telegram 

The Secretary of State to the Chargé in Mexico (Bursley) 

oS WasuHinerTon, January 80, 1943—10 p. m. 

160. From Duggan. I refer to your letter of January 19, 1943, in 
~which you submitted a draft reply to the Mexican memorandum of 
December 31, 1942¢ relative to your recent informal conversations 
regarding the water problem. _ | 

? Laurence Duggan, Adviser on Political Relations. : . | | 
| § Joseph F. McGurk, Assistant Chief of the Division of the American Republics. 

* Benedict M. English, Assistant to the Legal Adviser. 
*For previous correspondence regarding a proposed treaty on division of 

international waters, see Foreign Relations, 1942, vol. v1, pp. 547 ff. For an ac- 
count of these negotiations, see article by Charles A. Timm in Department of 
State Bulletin, March 25, 1944, p. 282. | 

*None printed. The Mexican memorandum of December 31, 1942, indicated 
the Mexican expectation that conversations on the water problem would proceed. 
on a percentage of distribution basis, that new proposals would be forthcoming 

“from the Department of State, and that the negotiations would be transferred 
to Mexico City (711.1216M/2242). | a oe
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~ Because of, first, apparent tendency in Foreign Office to construe | | 
as formal negotiations your personal, informal talks; second, in- : 
creasingly delicate situation in Basin created by recent upsurge of : 
rumors and suspicions; third, probably disastrous effect upon present _ | 
efforts if idea spreads that negotiations are being transferred to . 
Mexico City; and, fourth, the necessity of making additional technical | 
studies in the field, it is believed advisable to suggest that your next ! 

conversations await a more opportune moment. The further fact that 
intensive studies here and in El Paso are being conducted in closest | 

_ possible collaboration with the Committee makes it impracticable to | 
transfer the initiative to Mexico City. This suggests desirability of 
changing your third paragraph and also affords satisfactory | 
explanation. OEE pe ee | . ces | 

With reference to the fourth and fifth paragraphs of the Mexican 
memorandum it would appear desirable to suggest in your reply that 

when the two Governments begin formal negotiations an arrangement 

entirely satisfactory to the Mexican Government can no doubt be | 
reached as to the seat of the “final conversations.” We understand 

that this quoted phrase refers only to the formalities of signature . 
once the two Governments have agreed upon the text of the treaty. | | | 

Your proposed fifth paragraph is in conformity with suggestions | 
already made to the Mexican Ambassador? and to Ferndndez Mac- 

_ Gregor.2 Could it not be combined with your second paragraph in 
such way as to make it clear to the Mexican Government that the next : 
moveisnotours? [Duggan.] | | | 7 

711.1216M/2256 | | | 

The Chargé in Mexico (Bursley) to the Adviser on Political Relations 
: | (Duggan) os 7 | I 

| _ Mexico, February 10, 19438. | I 
- | _ [Received February 13.] | | 

Dear Larry: A few days ago when I was at the Foreign Office, just 
as I was leaving Torres Bodet’s ® office after talking to him about other | 
matters, he brought up the question of the distribution of the waters of | 

the Colorado River again, emphasizing in a number of ways the keen | 
interest of the Mexican Government in a prompt solution. He said , 
that it was really imperative for the Mexican Government to have a if 
solution. | , 

~ What I consider the most important point raised by Torres Bodet— : 
_ although it was not the first point in the conversation—was that the _ | 

| * Francisco Castillo Najera. an oe ce | : 
| ~ ® Mexican Commissioner, International Boundary Commission. Se of 

* Jaime Torres Bodet, Mexican Under Secretary for Foreign Affairs. __ | ;
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‘Mexican Government, while it would be very reluctant to do so, had 
decided that in the event it could not reach a solution as between gov- _ 
ernments, it would have to ask us to submit the question to arbitration. 
He said that he realized this would be a very difficult and unfortunate 
step to take, given the excellent relations between the two countries and 
the fact that they had been able recently to work out so many problems. 
He said it would not look well for the Mexican Government to resort to 
this step. He also stated that the questions such as claims which had 

| been settled were really transitory and not fundamental, and that 
accordingly the water question was far moreimportant. Hesuggested 

that a solution would really cement good relations, and in this connec- 
tion I understood him to say that it would not be prudent for the © 
Mexican Government to do anything about Chamizal ” until the water 
question was solved. | 7 

I do not know whether it would be wise at this particular stage to 
use this information in a discreet way in talking to the representa- 
tives of the Colorado River Basin States. It might, however, make 
something of an impression on them. | 

Torres Bodet asked me whether it would help us were the Mexican 
Government to bring up this matter in a written communication, and 

I told him I thought it would be better for the present not to present 
this suggestion of a possible demand. for arbitration to usin any formal 
way. : 

| I told Torres Bodet that I had been in correspondence with you 

regarding our reply to the informal memorandum handed to Am- 
, bassador Messersmith by Sefior Padilla some time ago,“ and that I 

thought our reply would be forthcoming very soon. 
He asked me whether the Ambassador was discussing the water 

problem in Washington and I said that I doubted that he was dealing 
with any of the technical aspects, but no doubt he was discussing with 

| the appropriate officials in Washington the well-understood desire 
of the Mexican Government to have the question solved. 

I took advantage of this opportunity to say that the Department 
was awaiting the Foreign Office’s reply to the Department’s memo- 
randum of November 4, 1942; 2 in this connection I said that it had 
been my understanding that in requesting Ambassador Messersmith 
to have me engage in informal conversations with officials of the Min- 

| istry on the water problem, it had been the desire of the Foreign 
Minister that I cooperate with these officials in the formulation of a 

* A tract of some 600 acres at El Paso, the possession of which by the United 
States was challenged in 1895 by Mexico and ultimately submitted to arbitration. 
The award split the area in such a way on such a basis that the United States 
refused to accept it. See Foreign Relations, 1911, pp. 565 ff.; ibid., 1913, 957 ff., 
and bracketed note, ibid., 1933, vol. v, pp. 823-824. 

“ Ezequiel Padilla, Mexican Minister for Foreign Affairs. Presumably refer- 
ence is to memorandum of December 31, 1942, not printed. 

* Foreign Relations, 1942, vol. v1, p. 561. |
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reply with a view to mutual understanding. Torres Bodet said that | 

_ his understanding of the motives behind the Minister’s request was : 
that the Minister desired to accomplish two objectives: namely, to 
expedite negotiations and particularly to try to avoid exchanges of 

_ polemics on the subject. (It seems to me that this is a rather reveal- | 
ing statement and explains the subsequent action of the Foreign Of- | 
fice in endeavoring to precipitate matters much more than had been | 
the Department’s intention or mine. If the Ambassador is still | 
available, I wish you would be good enough to check with him as to | 
the Minister’s explanation of why he wanted this Embassy to have I 

_ informal collateral talks to supplement the activities going on con- _ 
currently in Washington.) : 

I also said to Torres Bodet that I imagined our reply to Padilla’s 
informal memorandum would probably indicate a willingness on our | 
part to have the eventual water treaty signed in Mexico City, but | 
that I thought the Department, because of the greater accessibility of 

_ data and its missionary work with the Committee of Sixteen,!* would 
prefer to have actual negotiations remain in the United States as at 
present. Torres Bodet said that he thought it would be helpful to 
Mexico were the treaty signed here, but he appeared to be convinced 
that some of the negotiations could take place in Mexico City, although | 
he did indicate that it might possibly be a good idea to take no further | 
action until the Ambassador returns here. , | | | 

Sincerely yours, _ | Hera | 

P/s—In reading over the third paragraph to begin on page 2, I find 
that I have not made as clear as I had intended the distinction between 
what I had understood to be Padilla’s desire, and the Minister’s desire : 
as explained by Torres Bodet. The distinction is this: It was my 
understanding that a reply would go forward to our memorandum of | | 
November 4, but that it was thought advisable to have me go over the 
Mexican reply with officials of the Foreign Office before it was in final 
form; as I understood the statement of Torres Bodet, it was to the | : 
effect that the Minister thought a lot could be accomplished orally - i 
without the necessity for further written exchanges. I think the Am- | 
bassador understood that the conferences were primarily with a view 
to having the reply to the memorandum of November 4 as satisfactory | 
as possible to us, or at least to explore the possibility of having it as | 
satisfactory as possible. If it is the case that the Minister did not 
explain accurately to the Ambassador his, the Minister’s, desires in the | 
matter, this would seem to be the whole nub of the misunderstanding 
which seems to have developed. However, by dwelling on this point 
I do not mean to suggest that any harm has been done or that the 

_ Embassy is in a position from which it cannot withdraw. HSB. | 

#8 Committee composed of two representatives of each State of the Basin and 
two from the Power Allottees who take electric energy from Boulder Dam. E
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711.1216M /2257 | RE 
The Chargé in Mexico (Bursley) to the Adviser on Political Relations 

| (Duggan) - 

~ - Muxtco, February 11, 1943. 
- [Received February 13.] 

Dear Larry: I refer to my letter of February 10th regarding the 

water matter. : | | 

I have just found time to read the latest batch of papers from the 
Department regarding the Colorado River question, and note on — 

| page 4 of Dr. Timm’s * memorandum of conversation dated January | 
25th 14 a reference to the risk we might run were this matter ever sub- 

| mitted to international arbitration. : | 
The reference to the possibility that Mexico might make a cut just 

below the upper boundary smacks somewhat of Federal Project No. 5 
on the Rio Grande.* That is to say, it would be difficult for our 
Government to object should Mexico undertake the cut on the Colo- — 
rado River in Mexican territory. oe 

Sincerely yours, | Hers | 

711.1216M/2261 | | | ee | 

Memorandum From the Mexican Ministry for Foreign Affairs *° | 

[Translation] / 

DISTRIBUTION OF THE WATERS OF THE CoLoraDo River | 

The Government of Mexico has given most careful attention to the 
Memorandum of the Department of State dated November 4, 1942 ** 
relative to distribution of the waters of the Colorado River. 

- Before commenting in detail concerning each of the points con- 
tained in the Memorandum under reference it is pertinent to analyze _ 
certain fundamental discrepancies which may perhaps explain the 
little progress made to date in the negotiation of a water Treaty 
between Mexico and the United Statesof America. = | 

At the outset the Government of Mexico reiterates its stand of 
dealing uniformly with the problems arising from the utilization 
of the waters of the Bravo * and Colorado Rivers since, as will here- 

| inafter be made manifest, the application of differing standards to the | 

4 Charles A. Timm, Divisional Assistant, Division of the American Republics. 
4 Not. printed. a | a | 
15 A proposed valley gravity canal and storage project for the lower Rio Grande . 

valley in Texas. Oe 
16Transmitted to the Department by the Chargé in Mexico with his letter to 

the Adviser on Political Relations (Duggan), February 19, 1943, infra. | 
Ww Foreign Relations, 1942, vol. v1, p. 561. | ue | 
* Mexican name for the Rio Grande River. _ a |
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two international currents mentioned would lead to inequitable : 
solutions. oe 7 ere 

Secondly, it cannot accept that the theory of a supposed right based | 
upon priority of use should become a fundamental rule to decide the | 

_ problem of distribution of the waters of international rivers, and it | 
also considers inadmissible that the proposal of the United States of | 
America for the delivery of waters of the Colorado River to Mexico. 
should base itself exclusively upon compliance with and protection of | 

_ Mexican uses prior to the completion of Boulder Dam. The reasons. | 
for the foregoing attitude derive from the fact that if in the case of 
ownerless things or things over which there is no established right, the 
mere occupation and priority of use thereof can produce the erection 
of a right over such things, this does not apply as regards those prop- _ 
erties concerning which there is a right prior to any occupation or ! 
utilization; this latter right implying the faculty, precisely, of using 
or utilizing the thing as occasion may permit, or at the will of the | 
holder thereof. In the case of the waters of the Colorado and Bravo — | 
Rivers Mexico has the right to their use and utilization, derived from : 
existing Treaties between the two countries and from the norms of | 
International Law which regulate the joint relations of neighboring 
countries with relation to international rivers flowing between them _ 
and, therefore, this right is prior, principal and independent in rela- | 
tion to any act, and against it there can prevail neither occupation nor | 
priority of use. Furthermore, the thesis expressed by the Depart- | 
ment of State does not appear to be very fair since, if it were applied 

7 in the case of the Bravo River it would produce the conclusion that the | 

United States of America shall receive only the waters indispensable 
to satisfy the needs of utilization in the Brownsville Valley prior to 
the construction of hydraulic works on the Conchos River; * which, — 

| having regularized the principal supply of water flowing in the Lower | 
Bravo River and having supplied the most permanent stream in the © 
dry season, made possible the greater part of present uses in the | 
American region mentioned. oe | , 

| Lastly, neither can the Government of Mexico admit that the ques- | 
_ tion be reduced exclusively to determining what would be the volume | 

of excess water in the Colorado River after satisfying all present _ 
utilizations and all projects for future uses in American territory; so | 
that Mexico would be constrained to receive only the excess volume | 
which would not be utilizable for the United States of America. | 

Application of this principle to the Bravo River situation would result | 2 
in the conclusion that Mexico would be authorized to utilize all the | 
current of the Mexican tributaries, even to the employment of their 
waters—especially those of the Conchos—in tappings outside of their | 

* A tributary of the Rio Grande River in Chihuahua state, Mexico. |
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basins; the Lower Bravo users to be content with the volumes which 
might be left over even though thereby many of the present utiliza- 
tions on the American side of the Lower Bravo River might be ren- 
dered impossible. The Government of Mexico considers that both 
situations are absolutely unfair and reiterates its opinion that the 
waters of international rivers must be distributed among the riparian 
countries in proportion to the areas susceptible to irrigation in equal- 
ity of hydraulic conditions; in such a manner that if there should be 
insufficient water to satisfy them all there be mutually eliminated 

_ projects which present the same characteristics of high cost and diffi- — 
culty of realization. It is not clearly seen why, with the object of 

| fixing American needs to the waters of the Colorado, there are con- 
sidered future projects of costly execution and extractions from the 
basin and, on the other hand in evaluating the demands of Mexico 
there are eliminated not only easier realizations and its urgent needs 
for the immediate future, but even projects under development and | 
even a certain number of present utilizations. | | 

| From the above, it is to be hoped that the situation with respect to 
| the Colorado River be fixed with the same spirit of fairness and 

equality with which the problems of the Bravo River are being 
viewed. | 

Going on to a detailed consideration of the various technical ques- 
tions raised in the Memorandum of the Department of State to which _ 
reference is being made, the principal points of discrepancy are 
enumerated below: | a 

1. The Government of Mexico affirms that it is by no means bound 
by the “Colorado River Agreement” executed among the American | 

: States bordering on the basin of the river mentioned, and the “Federal 
Law Regarding the Boulder Canyon Project”.2° But if endeavor 
were made to apply the said agreement, it would be in order to recall 
one of its stipulations which disposes that—in case a Treaty with 
Mexico is signed and that the water thereby to be delivered to our 
country should exceed the available excess in the hydraulic system of 
the river—the amount lacking would be supplied in equal parts by the 

. two groups of States in which the general basin of the Colorado in 
| the territory of the United States of America was considered divided. 

2. Neither the amount of 19,744,000,000 cubic meters (16,000,000 
acre-feet) fixed as initial distribution to be used for beneficial purposes | 
in the United States of America, nor the amount of 2,468,000,000 cubic 
meters (2,000,000 acre-feet) which Mexico desires to receive, represent 
the maximum volumes which might be utilized in the two countries. 

_ It is borne very much in mind that by tapping out of the basin of 
the Colorado River, by carrying out pumping irrigation projects at 

*The Boulder Canyon Project Act of 1928 (45 Stat. 1057) provided con- 
gressional approval for the Colorado River Compact, an agreement among the 
Basin States by which the waters of the Colorado River were apportioned be- 
tween States of the Upper Basin and those of the Lower Basin. :
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very high rates and by irrigating very poor quality land volumes in : 

- excess of double the river’s total current could be consumed. The © 
problem, therefore, hinges on directing the question within the appli- : 

cable norms of International Law and fixing equitable distribution 
figures, bearing in mind the proportion between the possibilities of | 
comparable agricultural utilization existing in the two countries. | 
8. It is admissible that the group of States of the lower American ! 

basin will have to use 789,760,000 cubic meters (640,000 acre-feet), | 
| more than the assignment fixed for them by the respective Agree- | 

- ment;# but on the other hand, there would be a considerable leftover | 

in the rate fixed for the States of the upper basin. In effect, in ac- | 

cordance with the data in possession of the Mexican technicians, this | 

- upper basin would be unable to use the 9,255,000,000 cubic meters 
(7,500,000 acre-feet) assigned to it by the Colorado River Agreement, | 

so that there will be a considerable excess, which added to the 3 

- 2,468,000,000 cubic meters (2,000,000 acre-feet) difference between the — | 

total initial current of 22,212,000,000 cubic meters (18,000,000 acre- — 

feet) with that of 19,744,000,000 cubic meters (16,000,000 acre-feet) : 

distributed in the said Agreement, results in an available volume — | 

which we consider sufficient to take the 789,760,000 cubic meters | 

(640,000 acre-feet) which, according to the American memorandum, - | 
are lacking in the lower basin, the losses by evaporation in the basins, . - | 
the 2,468,000,000 cubic meters (2,000,000 acre-feet) of Mexican dota- an 

tion and there would still be an excess for future uses in normal | 

periods. es | : | OC en | 

4, The hydraulic studies made in Mexico—which took into consid- 
eration periods of scarcity, losses by evaporation in basins, et cetera, | 

--_- gince it would be inconceivable that a-serious hydraulic study should | | 

overlook these factors—show that even in the periods of ten or more — 
years of scarcity, Mexico can be supplied with the 2,468,000,000 cubic | 

meters (2,000,000 acre-feet) per annum. In those extraordinarily | 

--gearce years when it would not be possible to make such delivery, 
Mexico would have no objection to a reduction of its portion in a per- | 
centage equal for all utilizations of the Colorado River... 7 | 

5, The data on which the Mexican study was based include the year | 

1938 and are, therefore, recent. Their degree of exactness is demon- : 

| strated by the fact that in that study the average initial flow of the | 
river is considered at 22,212,000,000 cubic meters (18,000,000 acre- 4 

feet) which coincides with the figure cited as the most recent in the | 

Department of State’s Memorandum. | | | 
6. The average flow of 17,893,000,000 cubic meters (14,500,000 acre- 

feet) in the scarce period of 1930-40 cannot be taken as a basis to | 
maintain that there is no water available, since in a hydraulic study, 
when the river under reference contains a large storage dam, such as 
Boulder Dam with a capacity of more than 38,254,000,000 cubic me- | 
ters (31,000,000 acre-feet) a scarce cycle is favorably modified by the | 

original storage the function of which is precisely that: supply the | 

deficiencies of the scarce periods with water stored in the abundant | | 
periods. The period from 1920 to 1929 was an excessively abundant : 

“The Compact assigned 7,500,000 acre feet per year to the Upper Basin and | 
the same amount to the Lower Basin, with the right, however, to increase this | 

, amount by 1,000,000 acre feet per year. _ | 

461-035—6439 > OL | re |
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| one, therefore the beginning of the scarce period would surely have 
found.the dam full and this would have made it possible to supply 
the deficiencies of the scarce years. At any rate this matter should be © 
the subject of a joint study by technicians of the two countries. 

%. It is possible that only in three of the eleven years comprised 
from 1930 to 1940 the amount of 2,468,000,000 cubic meters (2,000,000 
acre-feet) could have been furnished to Mexico, after supplying the 
projects under construction in the lower American basin; but it is | 
clear that this amount could have been furnished without restricting ) 
those developments by using the excess allowed to the States of the  — 
upper basin which could not have been able to consume it entirely. © 
_ 8. The Government of Mexico does not accept that the problem 
under study be reduced to determining what the volume of water 
used in Lower California was before 1935. Nevertheless it is good to 
observe that the cultivated surface in Mexico from 1925 on was affected 
more than by hydraulic factors, by the economic conditions which at 
that time were applicable throughout the world and which also 
affected cultivated surfaces in the United States of America. In 
Mexico from 1925 to 1929 surface remained practically the same. 
From 1930 to 1933 the world depression which considerably lowered 
the price of cotton, the only cultivation at Mexicali, caused the culti- 
vated area to be greatly reduced. From 1934 on in spite of this 
having been the year of greatest scarcity, an improvement in the price 

| of cotton and the establishment of other -crops, such as wheat, 
contributed to the rapid increase of the area cultivated. a 

9. It is too venturesome to assert that the increase in the use of | 
Colorado River water in Mexico, beginning with 1935, was due to the 
construction of the hydraulic system of Boulder Dam: In accordance 
with the conditions under which the concession of the Cia. de Terrenos 
y Aguas de la Baja California, S. A.,?2 was operated, the area culti- 
vated in this portion of Mexican territory before the construction of 
the dam had not reached its maximum development and, further, the 
foregoing point has already outlined the economic factors which gave 
rise to the extension of irrigated surfaces after 1935. | 

On the other hand, there has been borne very much in mind the 
benefit resulting for Mexico upon receiving the volume of water | 
regularized by the hydraulic works effected in territory of the United 
States of America; therefore the irrigation of a considerable surface 
of good land has been abstained from, susceptible of easy and economic 
cultivation, and its pretension has been limited to 2,468,000,000 cubic - 

| meters (2,000,000 acre-feet). Unquestionably, if the irrigable sur- 
face, the necessities, and the absolute right of Mexico should be © 
attended, it would be necessary to fix. a volume much greater than that _ 
mentioned, derived from the irregular and uncontrolled flow of the 
Colorado River. | *, ORM 

10. The volume offered by the Government of the United States of 
America, of 1,419,000,000 cubic meters (1,150,000 acre-feet) is in- _ 
sufficient to assure even the present utilizations being effected in 
Mexican territory in Lower California. As has already been said, 
the amount of 2,468,000,000 cubic meters (2,000,000 acre-feet) 1s much 

224 subsidiary of the Imperial Irrigation District of Southern California. 
The latter was a public corporation which operated all the facilities involved 
in carrying water from the Colorado River to the Imperial Valley.  =—



less than the volume to which Mexico would have a right; it has been | 
_ fixed considering the lower limit of Mexican needs, a fair division of | 
the waters of the river and the control and regularization supplied by | 

_ the American works. Similarly, due consideration was given to the | 
_ fact that this volume of water can be furnished by the United States | 

of America the greater part of the time without important sacrifices | | 
in its utilizations and, for the extraordinarily scarce cycles which ! 

| imply insufficiency of the available flow in spite of the storage systems, _ | 
Mexico is willing to a reduction of its allocation by means of a | 

_ proportional pro rata of the water between the two countries. Pee 

---<In view of the above, and by virtue of the fact that the Bravo and i 
Colorado Rivers problem requires urgent and undeferable decision | | 
the Government of Mexico begs to suggest to that of the United States | 
of America that the matter be placed entirely in the hands of the ! 
respective Limits Commissioners ** with instructions to the effect that — | 
existing differences be mutually decided within a brief period and ! 
that they determine with precision the data upon which they may not : 

-. be able to agree.2* Inthe meantime the two Chancelleries could study 7 
| an amicable and fair procedure for the mutually satisfactory adjust- | 

ment of the discrepancies between their Limits Commissioners. | | | 
- México, D. F., February 16,1943. | : | 

TALAZIOM/2260 | 
Lhe Chargé in Mexico (Bursley) to the Adviser on Political Relations 

| | (Duggan) no | 

ae ere ee eee Mexico, February 19, 1943. | 
pe [Received February 22.] 
Dear Larry: I refer to our airgram 360 of February 17th 25 report- | 

ing the receipt of a memorandum from the Foreign Office** regarding | 
the Colorado River matter. I have had a rough translation made of | 
the memorandum and enclose it as a precaution against there being | 
any discrepancy in the drafts delivered to the Department and pre- 
sented to me, respectively. ee BO as EE 
«Ihave found time to give several readings to the memorandum, but : 

not to study it thoroughly. Therefore all I can say regarding it for : 
_ the moment is what follows: ase Go | 

“International. Boundary Commissioners, L. M. Lawson and Fernandez MacGregor. rr | | eo ig A Pe es : _, An its short reply to this memorandum, dated May 15, 1943, the Department j _ of. State agreed that a determination of sound assumptions should provide a | [ basis for a workable formula, and stated that therefore it was instructing its : Boundary Commissioner to confer with the Mexican Boundary Commissioner on : technical questions to which solutions were necessary before treaty negotiations could begin (711.1216M/2258), =) >. ba _ Pays bs | 
* Not printed. a | I _ ™ Memorandum of February 16, supra. | | 4
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: _ There may be no disadvantage in the linking of the Colorado River 
7 and the Rio Grande problems in the memorandum, if the linking goes 

no further. But I should think that. even one step more, if it were 
known, would cause misunderstanding in the Lower Basin of the 
Colorado. I get the very general impression that the memorandum 
of February 16th is none too strong technically but that morally it 
might carry considerable weight in the minds of-arbitrators. The 

| Foreign Office seems to have gotten away from the wholly unsound _ 
| idea of transferring negotiations down here, but it has gone back to 

the proposal to have the Boundary Commissioner find a solution. 
| Despite all that has been said in Mexico City, El Paso, and Washing- 

ton, the Foreign Office still does not seem to realize, or be willing to 
understand, that although the problem has many technical aspects it 

: has some complicated political aspects in the United States which 
simply cannot be resolved by engineers dealing with engineering data, 
however competent they may be and however great their good will. 

I am greatly relieved by the general cordial tone of the Mexican — 
memorandum. : ae 

Sincerely yours, ae a ms ‘Hers 

711.1216M/2253 a / | 

Memorandum by Mr. Charles A. Timm of the Division of the 

: American. Republics to the Adviser on Political Relations 

(Duggan) — : Co 

oO | [Wasuineron,] February 19, 1943. 

Mr. Dueean: A hasty examination of this memorandum *’ leads to 

the following observations: , a 

1. Insofar as theoretical argument is concerned, it presents nothing 

new. oo ES 
2. The clear implication that the United States may expect the same 

treatment in regard to the Rio Grande as Mexico receives in regard to 

the Colorado is not a new development but is stated more strongly than 

heretofore. However, it should be noted that, as to the Rio Grande: 

a. The Mexican Section,?* in 1929-1930, upheld the right of each 

: country to the full use of the tributaries located wholly in the 

respective states. | 
6. The present memorandum tends to infer, but does not state, that 

Mexico is now willing to treat the Rio Grande upon a new basis, pre- 

sumably at least to the extent of protecting existing developments in 
the Lower Valley of Texas. — 0 Bee Oo 

7 Ante, p. 596. . _ | 7 | 
Of the International Boundary Commission. =~ ee |
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_ ¢. As matters stand, the Department can not consider this angle of 
_ the general problem in dealing with the Committee of Sixteen. - | 

~ 8. The memorandum is on pretty sound ground when it notes that if | 
costs be disregarded the United States could eventually use double | 

| the supply of the river. | =. 7 

| _ 4, The reference to norms of international law is not very helpful. . | 
The only practical application made is in the statement—often made | 
in the past by Mexico—that the waters should be divided in proportion ) 

| to areas irrigable under similar conditions. This may be little more | | 
thana Mexicanrationalization, : 
_ 5. The only indication that Mexico recognizes the benefits it de- | 
rives from United States works is in the assertion that this recogni- | 
tion is given in the reduction of Mexico’s claim from 3,600,000 acre- | 
feet to 2,000,000 acre-feet, 7 | 

: 6. Comments upon the enumerated paragraphs follow: _ | 

(1). The Compact provisions relating to any future allocation to sid 
_ Mexico prescribed merely a procedure, not a right per se. | : 

(2). It is difficult to believe that “applicable principles of interna- | 
tional law” should be thus defined or restricted, i.e., to limit develop- | 
ments tooldermodess =  ©§ ©. 7 | | : 

| (8). The memorandum refrains from stating how much of the : 
_ %,500,000 acre-feet the Upper Basin can consume. Debler*® and | 

others admit that this amount can not be consumed except with the | | 
aid of 'trans-mountain diversions. The admission by Mexico thatthe 
Lower Basin will need 9,340,000 acre-feet may be important. == | | 
_ (4). The point need not be pressed that, after all, the earlier studies _ | 
in: Mexico probably did ‘overlook some or all of these factors. The | 
agreement to accept a proportionate reduction in extremely dry years | 
may prove quite useful in the preparation of formulas and tables. | 

(5). This is an admission that the data used in the Mexican memo- ! 
randum of March 19, :1942,° are unreliable. The data used are now | 
different, but the figure of 2,000,000 acre-feet remains the same. _—_ 
~ (6). As a general proposition this is true. In the present case it | 
is complicated by the factor of power production, not alluded to at all | 
in the Mexican memorandum. The referencetotheneedofacommon | 
study by experts anticipates the proposal made in the concluding | 
paragraph of the memorandum. . = : Os : 
(7). This paragraph of the memorandum is not altogether clear. | 

It admits that our caleulations.are correct but then seems to suggest 
that the Lower Basin needs could have been supplied from the unused . 

| portion of the allocation to the Upper Basin, forgetting that in those | 
same dry years the Upper Basin would probably have suffered defi- : 
ciencies. ‘The general sense is the same if the last clause means that 
the Mexican quota could have been met by using the Upper Basin | 
surplus fF Eg Lh 

21. B. Debler, Hydraulic Engineer, Bureau, of Reclamation, Department of 
the Interior. | . | a 

| ” Foreign ‘Relations, 1942; vol. ‘vr, p.. 548. a Oe ae oo |
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— (8). Our calculations on maximum Mexican’ development before 
1935 ignored the depression years. On'account of periods of low run- 
off it may be doubted it [¢/] development in either country could have | 
been carried safely beyond the maximum reached before the construc- 

| tion of Boulder Dam. Mr. Lawson has records of shortages to sustain 
this view. | | | BO 

(9). This paragraph is partially contradicted by the later statement 
* that the value of Boulder Dam to Mexico was taken into considera- 

tion. The statement. about the Company is too vague to have any 
value. So 7 ne 

_ (10). For the most part this is repeating arguments made in the 
memorandum of March 19, 1942. However, the agreement to accept 
a proportional reduction in extremely dry cycles may afford an op- 
portunity to develop a formula based on percentages rather than on 
global amounts. Considering the status of water rights in the Basin 
States it should be borne in mind that reductions in’ releases are not 

- prorated but operate to eliminate uses beginning with the use having 
the lowest orderof priority, 20 CC 

7. Considering the memorandum as [a] whole, it may be observed — 
that, although it appears to be somewhat categorical, certain conces- 
sions have been made, as follows: = RES AA | 

a. The implication that Mexico is prepared to abandon its theory 
regarding tributaries if we give more generous treatment to Mexico 

: in Baja California... (On the other hand, this may also be regarded 
_ asa, threat which, considering Project 5, can probably be ignored.): 

: _ 6b. The acceptance of our figures on the water supply of the Colorado, 
| suggesting their dependence upon our technical data. =» | 

: c. The admission, in effect, that 9,340,000 acre-feet willbe needed in —~ 
the Lower Basin. Mr. Tipton * and others place the need at some 
thing more than 10,000,000 a.f.22 gy Ss, es 
_ ad. The virtual admission that the Compact allocations refer to 

~ consumed, not to diverted, water, = = = ss 
-. @ The admission that 2,000,000 a.f. can not. be supplied to Mexico 

_in exceptionally dry years. This may provide the needed point of | 
departure; obviously, 2,000,000 a.f.:can' be supplied when releases are 
12,000,000 a.f.or more, © 

- 8. The concluding paragraph was to have been expected in view of _ 
recent developments in Mexico City. The effort to transfer the initia- | 

_ tive to Mexico having failed, the second choice is El] Paso—Juarez. 
| What this may mean, in effect, is the suggestion of a joint survey, 

with power of decision, by the International Boundary Commission. __ 
In other words, the Mexican Boundary Commissioner would have | 
the power of veto over future United States projects, with special 
reference, probably, to trans-mountain diversions and such projects 

| as the Parker-Phoenix high-line canal. This interpretation does 
not, however, necessarily follow. 

1k, J. Tipton, Consulting Engineer, Colorado Water Conservation Board. — 
™ Acre-feet. : a | i
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_ The last sentence probably refers to arbitration.. This is in line , 
with suggestions, having something of the nature of-threats, made | | 
recently to Mr. Bursley in Mexico City. It is a matter well. worth 
watching, | 

| _It is worthy of observation that: Mexico still gives no evidence of __ | 
understanding the difficult political situation faced by the Depart- | 
ment: in its efforts to solve the Colorado River problem. = == | 

_ The Adviser on Political Relations (Duggan) to the. Chargé in ) 
- Mewico (Bursley) as , 

a a Wasnineton, February 22, 1943. | 
Dear Hers: Your letters of February 10 and 11, 1943 in reference to | 

the Colorado River problem give additional evidence that the Foreisn —_— | 
Office attempted, no doubt with the best intentions, to steer the matter | 

_ along lines that might well have proved disastrous. Needless to say, | 
the Department, no less than the Mexican Foreign Office, is desirous | 
of finding an equitable solution; but before deciding upon a formula | 
we must know pretty definitely what the cost to the United States | 
would be in terms of limitations upon the future of the Colorado | 

. River Basins =) Oo Lag Rar Ske” | 
Torres Bodet’s suggestion that the Mexican Government. might ask | 

us to refer the matter to arbitration was not unexpected. This possi- : 
___ bility has been discussed more than once with and.among members of a 

the Committee of Sixteen.. The elaborate arguments presented by the | | 
- California members to the effect that no arbitral body could properly | 
hold against us afford some cause for suspicion that they really fear — | 

| the consequences of an arbitral proceeding. On this point you may 
recall paragraph 7, page 27, of the Report of December. 23, 1942.2 , 

_ on the Denver and El Paso meetings. All things considered, it would _ 
_ appear to be highly inadvisable for the Mexican Government to bring 

up at this juncture the question of arbitration. However, in our dis- 
cussions with the Committee we shall not fail to keep in mind the 
possible dangers tous ofanarbitral settlement. == = || 

In your letter of February 11 you made an interesting comparison — 
| between Federal Project No. 5 and the proposed, Mexican heading — f 

_ below the Upper Boundary. I detect what seems to me to be a sub- __ 
stantial difference. As was noted in the memorandum of conversation | 

38 Report by Charles A. Timm, of the Division of the American Republics ( not 
printed), of meetings with Bureau of Reclamation and International Boundary ; 
See enission Officials and with a sub-committee of three of the Committee of | o£
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of January 25™* (page 4), a.cut in the right bank of the Colorado 
would greatly increase the flood danger in that it would create a 
situation wherein the river might once more break through to the 
Salton Sea. You will recall that there is a rapid drop in altitude 

| - from the Alamo heading in the river to the Imperial Valley (Cali- | 
fornia). No comparable danger to either country is inherent in Fed- 

| eral Project No.5. This matter has angles that we are not overlooking. 
The Foreign Minister’s suggestion that, as regards the memorandum | 

: of November 4,°> something might be accomplished ‘at that end by 
informal conversations without written exchanges of any kind agrees 
with my original idea respecting these talks about the whole water 
problem. | — | | 
- Copies of these two letters from you have been handed to Mr. 
McGurk * for the information of Ambassador Messersmith. - 

_ Sincerely yours, | a Laurence Duacan 

711,1216M/2258 __ | , | oo a 

Memorandum by Mr. Charles A. Timm of the Diwwision of the 
- American Republics” i | 

| | | . .. .[Wassrneron,| March 5, 1943. 

_ Sometime ago, in a conversation with Mr. Bonsal, I undertook to 
prépare a memorandum setting forth some of the basic factors of the 

| Colorado River problem. ae ao 
| A previous memorandum (November 12, 1942) ** summarized the 

position taken by thé several States of the Colorado River Basin in 
regard to the proposed water treaty.” EE | 

' The present memorandum has as .its purpose an analysis of the 
more essential factors that must be considered in drawing up the terms 
of a treaty. Also it presents some tables * illustrating the effects of = 
certain alternative plans of allocation. i | | 

This memorandum and the accompanying tables have been ex- | 
amined by Mr. Duggan, Commissioner Lawson, Judge Clifford H. 
Stone, Chairman of the Committee of Sixteen, and Mr. R. J. Tipton, 

- Consulting Engineer of the Colorado Water Conservation Board. 

: “Not printed. oo ee 
-* Foreign Relations, 1942, vol. vt, p. 561. ce a 
® Joseph F. McGurk, Assistant Chief of the Division of the American Republics. 

_ ™ Addressed to John W. Carrigan and Joseph F. McGurk, of the Division of 
the American Republics, and to Philip W. Bonsal, Chief of the Division. | 

| Not printed. _ Oo a | | ee
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‘Tt has been tentatively agreed that a formula, based upon Table | , 
TIT (1,500,000 a.f. on a base -release of 10,000,000 a.f.), will be sub- | | 

| mitted to the Committee. This proposed formula has these features: — | 

1. The amount of water allocated as a base (1,500,000 a.f.) is | 
_ divided into two amounts: a | | ee | 

~ a. 780,000 a.f. to be delivered at. the boundary in accordance , 
| - with a schedule of demand presented by Mexico. ae | | 

| b. 750,000 a.f. of additional water in such amounts and atsuch | 
times at [as] it may be in the river below Imperial Dam. | 

2. The above allocations are to be increased or decreased. by the i 
percentage that the total annual releases from Boulder are greater | 
than or less than 10,000,000a.f. Be | 

| 3. All waters crossing the boundary line shall be considered as | 
delivered to Mexico. The United States will divert from the river : , 
and deliver to the Mexican canals at the boundary line all water avail- | 
able in the river up to the requirements of Mexico or to the full | 
capacity of such canals. a oe oT 
4, Certain technical questions, such as allowances for flows | 

and winter flow, and the operations at Boulder Dam, will. be the sub-. | 
ject of conferences during the week of March 8 with the Bureau of 4 
Reclamation. — oe | | 

Although it is doubted that this formula will be acceptable to | 
Mexico, it is thought that it represents a stage through which. the — | 

-- -negotiations must go, both with the Committee and. with Mexico; | 
assuming it meets. with the approval of the Committee. _ a 7 | 

7 711.1216M/2272 ae | OO ; a | - | 

— Memorandum by Mr. Charles A. Timm of the Division of the. Ameri- — | 
/ can Republics to the Adviser on Political Relations (Duggan), — : 

a ee a haat) oa a [Wasuineron,] March 15, 1943. . | 
_ Mr. Ducean: In our conferences with Judge Stone,. Mr. Tipten, | 

-and Mr. Debler something like a consensus has been reached on the fol- : 
lowing points: a cee | 

1) The United States is to deliver to Mexico each year at designated | 
points on or near the international boundary, with distribution : 
through the year as required by Mexico, an aggregate amount of water 
equal to 10 per cent of the diversions for that. year from the Colorado 
River for use in Arizona, California, and Nevada of waters divertible 
from the Colorado River at or above Imperial Dam. = ssi 
_ 2) Mexico is to have the right to use In any one year a maximum | 
of 2,000,000 a.f. of surface waters of the Colorado River arriving at , 
the international boundary including deliveries specified in (1) above. 
The United States agrees to make available each year a minimum of | 
1,250,000 a.f.
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We are now in the process of attempting to draft.in more elaborate 
and specific terms the details of the above prineiples with particular | 
reference to points of delivery and types of water tobe chargeable to 
Mexico. Under. present conditions demand water under. Section I | 
would amount to about 450,000 a.f. The. additional assured water 

| would be available for Mexico but would not be delivered on demand. _ 
This demand water could easily be used to firm up all of the remainder 

| of the 1,250,000 a.f.and perhapsconsiderably more. 
In defining water chargeable to Mexico, it is proposed to except 

certain winter and flood flows. a ee 
_ As to procedure, we shall attempt to agree upon a fairly definite 
formula and then meet with Commissioner Page some time 
Wednesday. = 9 ° | | a Cc , 

Bon voyage! = ne a 

711.1216M/2306 na ae oO 
Memorandum by the Legal Adviser (Hackworth) to the Secretary of 
_» — State and the Under Secretary of State (Welles) 

| | [ Wasuineton,] April 23, 1943. 
__. Pursuant: to prior arrangements, Messrs. Timm, McGurk and my- 
self, of this Department, accompanied by Commissioner Lawson and _ 
three members of his ‘staff—Messrs. Clayton, Legal Adviser, Lowry; __ 
and Ainsworth, Engineers “\—attended the meeting of representatives 
of the Colorado River Basin States at Santa Fe, New Mexico, April 14, 
15 and 16. The Basin States, including the irrigation and power in- 
terests, were represented by approximately 50 people. 
_We' presented, on April 14, a proposal in brief guaranteeing (a) 

_ the delivery to Mexico each year of an amount of water equal to 10% 
of the diversions for that year from the Colorado River for agricul- 7 
tural and domestic use in the States of Arizona, Californiaand Nevada 
(this amount is estimated at around 750,000 acre-feet, the maximum 
amount used by Mexico prior to construction of the Boulder Dam, 
and may, if necessary, be taken from the reservoir), and (6) the de- 
livery of an additional amount of not less. than 750,000 acre-feet in 
any year from other water arriving and being available at the Inter- 
national Boundary from the river (this water represents that which 
may be divertible from the surplus water now going to Mexico through 

* John C. Page, Commissioner of the Bureau of Reclamation. = =8 | 
_ “For documents concerning Duggat’s trip with Vice President Wallace, see 
vel.v. pp.55 ff 2 a 
“Frank B. Clayton, Robert -L. Lowry, and C. M. Ainsworth were employees 

of the American Section of the International Boundary Commission. :
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the river channel under ordinary. conditions). The proposal stated, = 

| that the maximum deliveries under (¢) and (5) should not exceed =. 

2,000,000 acre-feet in any one year, and that deliveries in excess of = =| 

the amount specified in (a) and the minimum amount specified in (6). | 

| shall be subject to the availability of such excess water at the Inter- __ : 

national Boundary. In other words, the proposal does not contem- si 

plate a guarantee of water in excess of approximately 1,500,000 acre- : 

fleets bh Sk RE ge ee | 
It was generally considered that for the time being and for some — 

years to come most, if not all, of the guaranteed 1,500,000 acre-feet | 

referred to in (a) and (d) can be taken from the river at the border | 

__-without interfering with power and irrigation projects in the United. 

States, but that should this prove to be insufficient at any time to meet __ 

the needs of Mexico, other water shall be released from the Dam to 
make up the deficiency, there being certain qualifications with respect 

to Mexico’s ability beneficially to use the water, and the possibility of. 

extraordinary drought or serious accident to the irrigation system in 

the United States.. There would be a certain amount of so-called — - 
“wild water” which Mexico could capture from time to time but we 

would enterintono-undertaking regardingit. | 
-- The Committee of Sixteen representing the Basin States adopted if 

a resolution approving in principle our proposal and specifying that 

| it is the consensus of the Committee that the quantity of water re- — | 
quired to be delivered:shall be treated as a maximum quantity and 

that the ultimate quantity of water to be delivered under the pro-— 
__yisions of any treaty be kept within such limitations. Five States, 

_ Arizona; Colorado, New Mexico, Utah and Wyoming, voted in favor = 
of the resolution. Nevada, whose representative arrived late and | 
was unable to participate in all the discussions, did not vote. Cal- 
ifornia, and the power and irrigation interests in that State, cast two | 

negative votes, there being a sharp difference of view between the =f. 
Californians and the representatives of the other States. | 

- In addition to the foregoing the Basin States, other than Califor- | 
nia, presented a “Statement of Policy” “ providing that the facilities 

constructed and to‘be constructed and used for the delivery of water 
_ to. Mexico under any treaty should be under the control of and op-_ 
erated by the: United States; that the channelization of at least. the — 
international section of. the Colorado River and the construction of ' 

_ flood control facilities on the. Gila River are.of paramount import- 
ance; and that these matters should be included in the negotiations 

with Mexico and made a part of any treaty relating to the allocation | 

“Not printed. | | |
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of waters of the Colorado between the United States and that country. 

This, if carried out, would, among other things, result in the taking , 

over by the Federal Government of certain facilities now operated 

by the California interests. The proposal was strongly opposed by 

| the representatives from California but was approved by the other 

| States. The discussion, in which we took no part, was somewhat 

heated. The action taken both on the resolution referred to above | 

and on this “Statement of Policy” constitutes the first decisive step | 
taken by the six Basin States against the opposition of California. . 

The California interests are relying upon contracts concluded with 

the Secretary of the Interior relating to irrigation and power,“ on 

the strength of which large issues of bonds have been floated. They 

realize that if a certain amount of water is guaranteed to Mexico, the | 

time may come when they will be required to give up some of the — 
water they are now using or may use under these contracts. They | 

desire that some provision shall be incorporated in the treaty safe- 

guarding the contracts. I told those who spoke to me about the 

matter that we could make no commitments in that-respect but would, 

of course, consider any statement which they might desire to present. 

One or two had asked permission to file a statement with the 

| Department. BT gE | 

Dr. Timm, who made notes at the meetings, will prepare and submit 

a more comprehensive report. - a oo 

| se , Green H. Hackwortu 

- PS. Mr. Lawson is to submit to the Department a suggestion 

regarding the approach to be made to the Mexican Government, it 

being the understanding that we shall not, at least in the first instance, 

7 offer Mexico the maximum amount which we. might eventually be 

prepared to make available. There are a number of questions to be 

discussed in connection with the negotiations, such as facilities to be 

provided for delivery of water to Mexico, protective works in that 

country to safeguard the Imperial Valley of California, etc., all of 

which will involve considerable expenditures of money. oo 

 @He Secretary of the Interior entered into a series of contracts to operate, 
| maintain, and amortize the Boulder Canyon Project. by 1987. Contracts to sell | 

. electric energy were made with the State of Nevada, the Department of Water 

and Power of Los Angeles, the Southern California Edison Company, the Cali- 

fornia Electrie Power Corporation, the Metropolitan Water District of South 

California, and the cities of Pasadena, Glendale, and Burbank. = _ a 

prin Report of June 9, addressed to Messrs. McGurk, Bonsal, and Duggan, not a
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T111216M/2387° a | 
The Ambassador in Mexico (Messersmith) to the Under Secretary of | 

| as - State (Welles) | | | 

ae --—, Mexico, May 18, 1943. | 
oe Se | OC [Received May 14.] | 
_ Dear Sumyer: Padilla called me to the Foreign Office last evening } 
and when I got there I found a. meeting in progress in his office. It , 
broke up shortly after I arrived and Sudrez, Garfias, Zevada and | 

| General Jara ** were among those who came out. When I got in to ; 
Padilla’s office I found Marte Gémez, the Minister of Agriculture, _ | 
still there. _ ce kee Fe, : 7 - 

_ Padilla opened the conversation by saying they had just had a | 
special meeting of various members of the Cabinet and officials of the | 
Government in order to discuss, at the urgent instructions of the | 
President, the question of water for the Mexicali district. He said | 
that in the meeting which had just ended they had gone into the __ | 
situation as it stood very fully under these instructions of President : 

| Avila Camacho and he had asked Marte Gémez to remain for th. | 
conversation with me as Marte Gémez was the member of the Cabinet | 

| primarily interested and responsible. oe | 
- He then went on to say that in the district of Mexicali there are | 

-. some 36,000 hectares of cultivated land which are almost entirely de- 
pendent upon waters from the United States for the irrigation system, 
the unusually dry season in both that region of the United States | 

_ and Mexico had aggravated the water situation and that the people _ 
living on these 36,000 hectares and their crops were in émmediate _ 
danger of catastrophy. = | - | 
In order to meet this situation the Mexican Government had | 

_ entered into an arrangement. with the Imperial Valley Irrigation 
_ District for supply of some urgently needed water for which Mexico 

_ would pay at.the rate of 25 cents an acre foot. It now appeared that 
difficulties had developed about, the delivery of this water and in view | 
of the urgency of the matter the Mexican Government had sent sev- __ | 

| eral people up to Washington to talk over the matter, I believe with F 
the Department of the Interior. Apparently grave obstacles had 4 
arisen so that the Foreign Office here urgently instructed the Mexican —f| 
Embassy in Washington to take up the matter with the Department _ | 
of State and Padilla said that Colina 4* had been in the Department — | 

_ twice to talk with us but.he was not able to say with whom. The : 
replies which Colina got, Padilla said, were not very encouraging. | 
__In view of the really disastrous situation which was arising inthe = ——i«&y 

' © Mexican Cabinet officers. OUTS | | . F 
_ “Rafael de la Colina, Mexican Minister Counselor. a
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| Mexicali district the President had called some of them in for a meet- : 

| ing yesterday morning and instructed them to have a Cabinet meeting 

sn the afternoon. This meeting had just terminated and it was the 

unanimous opinion of those present that the situation was serious 

from many points of view and that I should be asked to come in so 

that I could take up the matter with you. It seems that yesterday 

morning the President indicated to Marte Gémez that he considered 

the situation in Mexicali of sufficient importance to take it up directly 

himself with President Roosevelt, in view of the fact that a disaster 

in the Mexicali district could have such unfavorable repercussions on | 

the policies both Presidents were trying to follow. vi oe 

| I think the Cabinet meeting last evening was held on [in] order 

to see if such direct intervention by President Avila Camacho with 

President Roosevelt could not beavoided. jj a 

- Padilla and Marte Gémez said that they did not like this arrange- | 

ment with the Imperial Valley Irrigation District any more than _ 

perhaps some of us did. They were obliged to enter into this agree- 

ment because of the urgent necessities of the case and to pay an ex- 

orbitant sum for the water and in entering into this agreement with 

the Imperial Valley Irrigation District the Mexican Government did 

not intend in any way to create a precedent. They were acting only | 

under immediate and urgent necessity. They said that if there were 

a water agreement so ardently to be hoped for they should be getting 

| this water for nothing. __ ER 

- Padilla asked me to get in touch with you immediately and impress 

upon you the really urgent and immediate importance of this matter, 

for if there is no water in the immediate future all the crops in this. 

district will be ruined and he and Marte Gomez emphasized the un- | 

favorable impression the ruin of these people and their crops would 

| have in Mexico and how much more difficult it would make the policies 

| which they are following withus, a 

After Marte Gémez left the room Padilla told me that he had 

7 particularly wanted Marte Gémez there, as had the ‘President, as it | 

was necessary that Marte Gomez know that he, Padilla, and the Min- 

istry were making all possible efforts to get this water immediately. | 

As you know, Padilla is criticized a good deal by some of these Min- 

isters, and quite improperly, and the President knows this also. _ 

There is no doubt as to the importance of this matter and as the _ 

arrangements which the Mexicans have made with the Imperial Valley | 

Irrigation District are not to be considered a precedent and are only 

caused by dire necessity there is in my mind no doubt that we should 

make possible the delivery of this water this season. I can assure 

you that they were not staging a show for me but that this matter 

is a serious one for the Government here, as well as for the Mexicali
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area. The fact that President Avila Camacho considered:taking up | 
the matter directly with President Roosevelt gives you, I think, | 
sufficient indication as to the importance the President: lays on the | 

| matter here. EEE SED eT a | _ I gave the substance of the foregoing to Larry Duggan over the | 
telephone a few moments ago, who said he would immediately go into | 
the matter and try to have some word for me today. Ihave, however, — | 
wished to give you this more full information in view of the fact that are | 
it is likely that it may be difficult to arrange this matter, but I feel | 

| that in some way it must be arranged and without delay. Theim- 
portant thing is that the Mexican Government has clearly stated that : 

- it considers no precedent of any kind is involved but that they are acting under dire necessity. mace Sea gy a gett: oS cae - S me is 

_Withall good wishes, pe EE 
Cordially and faithfully yours, G. S. Mussersmrra | 

T11.1216M/2844 0 7 Oey : 
Lhe Ambassador in Memico (Messersmith) to the Adviser on Political | | felations (Duggan) ee, i 

| re  Mixteo, D. F., May 14, 1943. : 
_ en” EReceived May 17.] 

_ Dear Larry: I have to refer to my letter of May 18 ** with which : 
| I sent you a copy of my letter of the same date to Mr. Welles 48 with ; 

regard to the water problem in the Mexicali district. 8s . | | 
IT also have to refer to a conversation which I had with you last — t 

evening on the telephone and to a previous conversation on this matter _ | 
which I had with Joe McGurk this morning when he called me on 
another matter. 7 | | 

I called on Dr. Padilla and Dr. Torres Bodet early this morning _ ' 
and conveyed to them: the substance of our conversation over the tele- , phone last evening and that. contained in your telegram of May 14*7 sf on this matter, just received. | 

_ I said that the information which you had in the Department was  & 
_ that. some 2,700 second feet were passing Rockwood Heading to & Mexicothesedays.... 00s EERE iy 

_ I told them that De la Colina was to see you today when youcould  — gy 
_ give him a more full picture of the situation than I could and he ; 

would undoubtedly advise them.  — yes TP ge 

“Not printed, , een ree 
“ Rockwood Gate on the Colorado River at Andrade. This quantity of water an: | was larger than at any time for'some weeks. | OE Be Se Se — 7 |
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-.. Itold them that Lawson too had instructions to get in touch with 

MacGregor and Torres Bodet said that he would immediately get in | 

- touch with MacGregor so'that he would be sure to see Lawson. © 

I gather that one of the problems is that they have put more ground 

under cultivation in the Mexicali area and that the 2,700 second feet 

| may not. be enough and that they made this emergency arrangement 

with the Imperial Valley people for this additional water—not liking 

it any more than we do. Torres Bodet said that a principal pre- 
occupation of the Mexican Government and of the President was that 

| this program of more intensive cultivation in the Mexicali area which 

| the Government had fostered should be impeded through tack of water 

| and that there should not be unfavorable publicity at this time which _ 

could affect our relationships developing in. so happy away. In other 

words I think that an additional amount other than the 2,700 second 

I am sure that the conversations which you will have with De la 

Colina will help to clarify the situation so far as what they are 
thinking here is concerned. I am sure also that the conversations 
between MacGregor and Lawson will give you-more data on whichto 
work. 7 coee, 

In some way or other I think we must see that they get the water 

they need because I am sure that the matter is viewed here seriously 
or the President would not have taken up the matter here in the way 
thathe did. 

| TI am not saying anything more for the present here until I hear 

from you. Appreciating very much the consideration which you 

are giving the matter when I know there is so much on your hands. 
Believe me [etc.] 7 GS. Messersmiri 

711,1216M/2837 7 SO Ee | | 

The Under Secretary of State (Welles) to the Ambassador in Mewico 

| Hos Seas (Messersmith) = a 

Sener race _.. Wasutneron, May 17, 1943. 

| Dear Gzorce: I appreciate your: personal letter to me of May 138 
with regard to the conversation you had with Padilla concerning the 
‘rumored shortage of water inthe Mexicali District. = = 

I understand that asa result of your telephone call-to Duggan the 

Bureau of Reclamation engineer at Yuma, Arizona, made an inspec- 

| tion and reported that more water was passing through the Rockwood 

Heading and into the Alamo Canal ** than could be used beneficially 

The Canal ran from Rockwood Heading to the upper: boundary, then down 

through the Mexicali Valley and back to the boundary some 80 miles west of 

| Yuma. Mexico was entitled to 50% of the flow through the Canal. - |



/ | | 

| Pp fe, MEXICO - co 615 | 

in the Mexicali Valley. I am advised that this information was re- | 
layed by telephone to you and, at your request, was also passed on to | 
de la Colina here.. Since that time you have-received the Department’s © | 

_ telegram of May 14 * giving additional information from Mr. Lawson. — | 

_ It is our determination, shared by the Department of the Interior, | | 
that the water shall be delivered to Mexico without handling charges | 

_ and that the only way this can be done is for the United States Govern- 
ment to own, control,andmanagethe facilities. 

If this type of scare tactic is tried again I suggest that you delicately 7 
_ recommend to the Mexican authorities that first of all they check with a 

their own people along the border to ascertain the true facts. Had | 
_ they done so in the present case they would have found that there was 

no shortage of water. Mr. Lawson assures us that Sefior MacGregor, 
the Mexican Commissioner, is fully apprized of the exact facts, as must | 
be the Mexican irrigation representative in the Mexicali Valley. 

Yours very sincerely, — oe -  SuMNER WELLES | 

216M 23420 co pe a | 
Memorandum by Mr. Charles A. Timm of the Division of the Americam : 

| feepublics to the Adviser on Political Relations (Duggan) 

Mr. Ducean: The attached letter from Mr. Lawson ® tends to jus- ae 
tify our firm position here on the Mexicali situation. es | 

There is some reason to believe, and I suspect Mr. Lawson has this in | 
view, that certain Mexicans may be trying to induce us to set the prece- | 
dent of assuring the delivery of a greater amount of water than we | 
now contemplate allocating by treaty. It would seem that both the 
Imperial District and the Mexicans need careful watching, 

| _ It may be that a letter asking these specific questions should be sent. sf 
to Mr. Lawson: | we | 

1. Are the Mexicali lands actually getting enough water? - a ee 
2. Has the Mexican Commissioner specifically advised the Foreign F 

| Office that norealshortageexists? $= StS a t 
_ 8, Isthere any real danger of a shortage during this growing season? | 

4. Should it become necessary or possible to take over the facilities fF 
below Pilot Knob,* ‘would the American Section be in a position : 
immediately to operate them? = ea : 

®2 No. 778, not printed. ee Po a | tae, 
|, Letter dated May 21 from Mr. Lawson to the Secretary of State, not printed. 

_~ A spillway or diversion dam in the Colorado River above Yuma. == | 

461-035—64_40 |
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 qia216M72366 OS ae Be _ 

The American Commissioner, International Boundary Commission 

(Lawson), to Mr. Charles A. Tumm o f the Division of the American 

| Republics 
' [Bxtracts] 7 

ee En, Paso, June 1, 1943. 
| | | oO [Received June 3.] 

Dear Dr. Tinea: I have received your letter of May 25, 1948,°7 relat- | 

| ing to conditions on the Lower Colorado River in the matter of diver- 

sions of water for use on lands in the Mexicali Valley. . . . | 

: Referring to the numbered questions in your letter, the following | 

answers are submitted : — oe a _ 

» 1. According to our latest. report (May 29), actual diversions at 
Rockwood Heading were then adequate to supply current demands as 
follows: - | ; ee 

- | Diversion | Demands | | 

| 9,162 s. f.5% (a.m.) 2,180 s. f. 

2. Although I have kept Commissioner Fernandez MacGregor ad- 

vised regarding current diversions at Rockwood Heading, as reported 

by our field engineer at Calexico, I do not know what he may have 
reported to the Foreign Office. __ ccs | | 

3, As explained in the fourth paragraph of my letter to the Secre- 

tary of State, dated May 25, 1943," a copy of which was sent directly to 

you, it seems probable that it will not be possible to divert sufficient 
| water at the Rockwood Heading intake to meet anticipated peak de- 

mands of between 3,500 and 4,000's. f. during July and August, unless 
| | a temporary diversion dam is placed in the river at that point. The 

water which would be thus diverted would, of course, consist entirely 
of surplus flow in so far as concerns required present uses in the United 

States, | a oe 

Se Sincerely yours, me | | ; : Lawrence M. Lawson 

TAL1216M/24120 | | ; - + : : 

Memorandum by Mr. Charles A. Timm of the Division of the 
American Republics to the Adviser on Political Ielations | 

TT aseeNeron,] July 16, 1943, 

 Lerrer or Juiy 14, 1948 FROM ComMisstonER Lawson 57 ; | 

_ Mr. Ducean: This letter indicates clearly that Commissioner Law- 
son has opened the discussions with Fernandez MacGregor in a broad 

sr Not printed. | — - | | 
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-» but cautious manner, and it suggests that certain problems may soon. - 
have to be faced: oS | Soa al | 
(1) If the Mexican figure of 1,700,000 acre feet is an irreducible | 

minimum, the prospects of an agreement may be poor. On the other | | 
hand, if it is a bargaining figure, it may not be too difficult to bridge 
the gap between that figure and Mr. Lawson’s tentative suggestion of | | 
1,250,000; that is, the average of the two approximates the ultimate 
minimum of the Department’s Santa Fe formula. © OS | 
--(2) Commissioner Lawson has, of course, not yet exhausted the | 
possibilities of “sweetening up” the offers of water. Ifthe Mexican : 
figure can not be reduced otherwise, it may be advisable to give still ! 
more attractive financial inducements rather than go back to the — 

~~ Committee and ask for a new and higher limit on the quantity of ' 

water. There is, for example, the possibility of assistance in the : 
development of Mexico’s entire irrigation program, thus not limiting 

the assistance to Baja California. It should be borne in mind that the : 
Basin States would, in all probability, rather see the United States __ 
pay a large amount of money than allot to Mexico a quantity of water 

that would almost certainly have a markedly injurious effect upon the | 
future development of the Basin. Senator Downey * on July 9 sug- | 
gested something along thesame line ssi 

Mr. Lawson’s report. regarding diversion into the Alamo Canal is : 
quite encouraging in view of the fears heretofore expressed that it | 

- might be impossible to get enough water through Rockwood Heading 

- to supply the peak Mexican demand. Recent conversations with offi- it 
_ gials of the Bureau of Reclamation indicate that unless power produc- | 

tion at Boulder is deliberately curtailed, in view of the water supply : 
‘situation, the releases for power production will hardly fall below } 

| 16,000 ¢.f.s.,°1 thus insuring a relatively high river flow this summer _ | 
below Yuma. Apparently, therefore, the Department need not fear | 

_ that Mexican peak demands can not, for the most part, be met during | 
this growing season. . Power releases are now running from 19,000 to — I 

20,000cfs, | Secs i 

| 711.1216M/2411 ee | | 

_ Lhe Adviser on Political Relations (Duggan) to the Counselor of 
| Embassy in Mewico (Bursley)’ - 

oo ee ae  Wasuineton, July 20, 1943. : 

_ Dear Here: As you suggested in your letter of July 12,° there is 
_ some reason to hope that progress is being.made in the Colorado River __ 

a ~ Sheridan Downey, Senator from California. Oo | | 
“Memorandum of July 9, not printed. | egg da 

| * Cubic feet per second: Poets FRegE Pe EE ees ae ; 
“ Not printed. | . |
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| negotiations. However, as will be noted below, not all the news 

is good. | | a a 

The Mexican memorandum of July 1 ® did not indicate any reduc- 

tion in the Mexican demand for water. However, Fernandez Mac- 

Gregor has apparently been authorized to discuss figures below 

2,000,000 acre feet. As I understand the present situation, the two 

| Governments are not directly to undertake to reach an agreement _ 

concerning the amount of water but have authorized the two Commis- 
sioners to make recommendations, the expectation being that if they 

| can agree on some amount, the concurrence of the two Governments 

will be highly probable. | — Bo 

: The latest reports from E] Paso indicate that there is still a wide gap 

between the positions of the two Commissioners. If we could feel 
a justified in giving as much as 1,700,000 acre feet, it is probable that 

rapid progress could be made. ‘However, it is difficult to see how, as 
matters stand, we can go above the Santa Fe formula, which envisages 
an ultimate guarantee of approximately 1,500,000 acre feet to Mexico 
per year. The Basin States went a long way when they approved a 
formula that virtually doubled the Committee’s formula of June 1942. 

It is to be hoped that our Mexican friends will not conclude that 
Mexico has more to gain through arbitration than through negotia- 
tions. In some respects arbitration may offer some alluring prospects _ 
to Mexico, but a realistic appraisal of the situation should make them 
beware of that method. | | | oe 

The best news today is that diversions through Rockwood Heading 
have reached approximately 3,500 c.f.s. This is due partly to con- 
tinued high river flow but more to improvement in operations at the | 
Heading. This provides its own commentary on the late April-early 
May flurry about diversions. - ee ce | 

Weshall keep you informed. As you suggest, and especially in view 
of the broad discretion that each Government has given to its Boundary 
Commissioner, it would appear inadvisable to encourage discussions _ 
in Mexico City or, for that matter, with the Mexican Embassy here. _ 

Sincerely yours, _ Laurence Ducean 

711.1216M/2421 bee | _ . 

Memorandum by the Legal Adviser (Hackworth) to Mr. Charles A. 
Timm of the Division of the American Republies | 

a . | | [Wasuineron,] July 26, 1943. 

Dr. Tram: The Inter-American Arbitration Treaty of 1929 * pro- 
vides for the arbitration of differences of an international character 

| ® Not printed. en — 
“ Foreign Relations, 1929, vol. I, p. 659. | - re
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_ which have arisen or may arise between the parties to the treaty 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 by reason of being susceptible of | 
decision by the application of the principles of law. | 
I agree with Mr. Lawson that there is at present no question to | 

arbitrate. an | a 7 Oo | 
_ I say this for the reason that we have offered to negotiate a treaty | 
allocating to Mexico a fair share of water, even more than Mexico | 
was using or would have been able to use with the river in a state of : 
nature, and there is not now any reason to suppose that the matter I 
cannot be adjusted by diplomacy if Mexico takes a reasonable attitude. 
Should these negotiations prove abortive because Mexico claims more | 
water than we are willing to make available, she might then say that | 

_ there exist differences of an international character by virtue of a claim | 
of right which it has not been possible to adjust by diplomacy; that 
those differences are juridical in their nature since they are suscep- | 
tible of decision by the application of principles of law, and demand | 
arbitration. While the principles of law in this particular field are 
somewhat vague and nebulous, we probably would not feel disposed to , 
decline arbitration. I should not in that event greatly fear arbitra- of 

tion, although we can never be certain how an arbitral tribunal may re- 
_ act to a given state of facts, for the following reasons: __ OS oF 

(1) It is my understanding that Mexico is now receiving more : 
usable water than she received prior to the construction of Boulder | 

. (2) It is also my understanding that had the river been left in a 
state of nature she probably could not have utilized a greater amount if 
of water because of the nature of her terrain, the uncontrolled flood : 
conditions, etc.; | | ae ' 
_ (8) She is not entitled to claim the benefits of our ingenuity and | 
expense in the harnessing of the waters of the river, but rather would I 
as a matter of law be entitled only to such additional benefits, if any, 
as would have been available to her had we not constructed the Dam; | 

__ (4) Tf we should arbitrate we would probably argue (a) that we I 
have a right to use all waters having their source in the United States, I 
and (6) that in any event Mexico cannot claim the benefits of our ac- 

_ tion in controlling in our own interest flood waters which were damag- : 
Ing both to Mexico and the United States. __ _ ue | 

+ I should suppose that Mexico realizes the weakness of her position 
and is merely referring to the possibility of arbitration with a view to | 
drivingabetterbargain, © = © || Se ae . OC Green H. Hackworrn
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711.1216M/2450 °c oe A 

Memorandum by the Assistant Chief of the Division of the American 

a . Republics (McGurk)® 

| -.. .- [Wasuineton,] August 16, 1943. 

- The attached memoranda * regarding the oil seeds projects illus- 

trate some of the difficult aspects of the United States-Mexican water 

treaty negotiations. Attention is directed to the following points: 

1. It is noted that although the Department has been engaged for 

several years in building up a situation that, it was hoped, eventually | 

. would end in a favorable water treaty, other agencies of the Govern- 

| ment have carried on negotiations with the Mexican Government 

with results that might unfortunately have a very adverse effect upon 

| the negotiation of this proposed treaty. The zeal of these other 

agencies in furthering production of strategic materials in Mexico is, 

of course, commendable; but itis illustrative of the grave difficulty 

faced by the Department in the conduct of foreign relations when it 

apparently does not have an opportunity to integrate and coordinate 

| all the facets of the foreign relations of this. Government. In the 

present instance long and complicated negotiations for the develop- 

ment of certain agricultural projects in Mexico had apparently been 

-~ earried on in Mexico without any regard to and knowledge of other _ 
. and possibly conflicting negotiations being carried on by the Depart- 
“ ment. Unfortunately. the Department might be held responsible for 

certain consequences that it was not in a position to prevent. For 
- example, it is not contemplated that the United States will be able | 

to allocate to Mexico from the Colorado River any more water than 
is now being used by Mexico. However, if other agencies of our 
Government help Mexico develop projects in the delta requiring the 
use of approximately 800,000 additional acre feet of Colorado River 

_ water, how will-it be possible in the future to say to Mexico that, 

our need of these products having ceased, we shall cut off this addi- 
tional quantity of water?. On the Rio Grande the problem is perhaps 
worse. From this river we hope to secure from Mexico an allocation 

by treaty of approximately 1,000,000 acre feet per year. The possible 
_ effects of these Rio Grande oil seeds projects upon these hopes for a | 

| fair share of Rio Grande water should be studied. In all candor it 
must be asked whether. all these projects contemplated by certain 
agencies of this Government will, in the long run, help or hinder the 
development of good relations along the border. — So 

2. In all of these matters it is, of course, important to prevent the 

© Addressed to the Chief of the Division of the American Republics (Bonsal) __ 
and to the Adviser on Political Relations (Duggan). ; 

* Not printed. : | : 
“ A marginal note by C. A. Timm reads: “Apparently abandoned but no proof 

of this exists in RA [Division of the American Republics]”.
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_ development of.an active spirit.of contention.and dissension along the | } 
border... It may be thought necessary to implement the program of | 
economic assistance to Mexico, but this program should assuredly _ | 

be closely coordinated. and integrated by the Department and not | 
dispersed among various agencies. Furthermore such a program | | 
should in some manner. be tied in with the important. water negotia- — | 
tions. In fact, it should afford a good opportunity to secure a re- | 
duction of Mexican demands on the Colorado and an increase in —s__| 

_ Mexico’s offer of water from the Rio Grande. Above all it should : 
be recognized that the water. problem is a life and. death matter in our | | 

| Southwest, and its solution will have vital effects upon the long future | 
of both the United States and Mexican portions of the basins of these i 
boundary streams. It may even be stated that in the long run. good | 

: general relations with Mexico can not..be maintained without. a | 

satisfactory solution of the boundary water problems... | 

3. The factual situation regarding the San Juan and the Retamal 
| developments should be pointed out. - The San Juan enters the Rio | | 

_ Grande opposite Rio Grande City; Texas. With an average annual 
contribution of nearly. 1,000,000. acre feet, it is the most important 
Mexican tributary with the possible exception of the Conchos. 
Azicar Dam, providing a storage capacity of nearly 2,000,000.acre feet. 7 

_ will, therefore, be able to hold two years run-off. . Once the reservoir | 

is filled, it can be said that the effects of the dam will be favorable oo 
for Texas as long as the Mexicans do not use too much of the water 

_ supply, for the dam would tend to provide a more reliable flow of =| 
_ the Lower Rio Grande in the dry season... Compared with the San 

Juan Dam the Retamal heading is, for the time being, more dangerous: — b 
in that it can divert the entire“flow of the river at a point opposite : 
Weslaco, being thus above the points of diversion for some of the | 
largest irrigation districts on the Texas side. Both these -Mexican | 

_ developments underline the importance:of Federal Project no. 5. 
| 4. Finally, there appears to be ample reason to believe that the | 

Department will be held very. largely responsible by the American | 
people for any lack of clarity, coherence, unity, and balance in our | 
foreign policies, not to mention any lack of success in their prosecution. | 
It stands to reason, then, that the authority possessed by the Depart- | 
ment should be commensurate with its responsibility. 8-5 

| 711,1216M/2458a: Telegram = ee ee | ; 

Uhe Secretary of State to the Ambassador in Memico (Messersmith)  — | 

- __-- Wasrtneton, August 26, 1943--midnight. 4 
- 1411. For your information and such use as you may deem appro- ' 
priate Lawson, acting under authorization, has suggested to Fernindez |
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-. MacGregor that latter inform Foreign Office that Department stands _ 

prepared to send to El Paso representatives fully authorized to discuss 

and reach preliminary agreement to form basis on which draft treaty 

could be worked out on all phases of water problem. Thisisonthe 

understanding that, as stated in letter December 22, 1942, Bursley to 

-- Duggan,®* Foreign Office prefers this procedure. ae 

Mexican Commissioner has undertaken to telephone Foreign Office 

, regarding this matter. SO | oe 

Intimate relationship of technical matters to broader questions 

_ makes separate discussion inadvisable and dependence upon technical _ 

data and advice fully justifies El Paso-Juarez as seat of preliminary 

| negotiations. | - a. | | 

, Absence of any agreement, temporary or otherwise, governing 

diversions of Colorado River water to Mexico makes it highly im- 

portant from point of view of both countries to reach an early 

understanding. Oo Sn . 

- Present idea is that Duggan, McGurk, and Timm, together with 

Lawson and his advisers, would represent Department, provided — 

Foreign Office will send to El Paso-Juarez representatives similarly | 

authorized. © = ~~ re | 

| Mexican Embassy has been informed in the sense of the foregoing 

but, as stated, proposal is being made through Mexican Commissioner, 

| who, it is understood, discussed with Padilla a few days ago'a similar — 

procedure. _ Se SO | 

__-Tf this procedure is acceptable to Foreign Office, the discussions in 

| E] Paso—Juarez should begin assoon as possible. =| | 

711.1216M/2460 — Ot ps a 

Memorandum by the Adviser on Political Relations (Duggan) to the 

| | 7 - Secretary of State oO 

EER | [Wasuineron,] September 15, 1943. 

Discussions aT Ex Paso Reearpine THE Division or INTERNATIONAL = — 

_ — G@arpgam WATERS 

These discussions started Monday, September 6, with representa- — 

tives attending from the two sections of the Boundary Commission, _ 

. the Mexican Foreign Office and the Department. - | | 

The discussions opened with respect to the division of the Colorado 

River waters. The offer previously advanced by Commissioner Law- _ 

-. ©Not printed. re co



son of 1,250,000 acre feet was reiterated. The Mexicans made a vague / 
counterproposal which seemed to be based upon an average of 1,700,000 | | 
acre feet. On Friday, September 10, we made a new proposal to.the mo 
Mexicans which was well within the maximum limits of the formula | 

- approved at the Sante Fe Conference. Although at the time I left | 
on Tuesday afternoon no reply had been given by the Mexicans to — | 
this proposal it is known that the Mexican representatives recom- | 
mended to the Foreign Office that they accept the formula with certain © | 
modifications. The extent of these suggested modifications is not. | 
known. The Mexican representatives indicated that the pressure for | 
1,700,000 acre feet came from the Department of Agriculture and that | 
that Department therefore might be expected to be least easy to con- | 

_ vince of the desirability of a settlement based upon our formula | 
presented on Friday, September 10. = = 2 8 =§ © | : 

| Since last Friday discussions have revolved around division of the | 
‘waters of the Rio Grande. In the first conversations, each side pre- 
sented its well-known position. Technical studies made by engineers | 
of the two groups brought out the existence of sufficient water to meet 4 
the reasonable demands of both countries. The difficulty wasto find 
a formula satisfactory to both countries that would make available to 
each country water necessary to cover existing uses and for a reason- 
able expansion. Our position was that an agreement with Mexico, in 
order to be attractive to us, would have to provide at least as much 
water as that which could be available to the United States with the —f 

_ development of Project No. 5 providing for taking flood waters from 
_. the Rio Grande through a gravity canal for storage and distribution 

in the United States. At the time I left each side was endeavoring — 
to devise a formula that would satisfy both.the principles for which | 

__ each country stood and the practical necessities of the case. 
In general, I am most encouraged by the tenor of the conversations. 

Although they were slow getting under way, they have now reached | 
a point where both sides are using their best efforts to work out | 
formulas and plans that will present acceptable solutions for both | 
rivers, — oo I oR OES 

In the event that agreement in principle is reached, which should be | | 
known within another week or two, approximately six weeks to two 
months would be required to make certain preliminary engineering | 
studies essential to a well founded treaty and for the drafting of the a 
treaty itself. In other words, provided an agreement can be arrived | 
at by October 1, the treaty should be ready for signature by 

" SOc RBI a aR ete Diane
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711.1216M/2464 PS te Be 

Mr. Charles A. Timm of the Division of the American Republics to the 

American Commissioner, International Boundary Commission | 

(Lawson) ee a | 

So --- Wasnineton, October 26, 1943. 

- My Dear Mr. Lawson: In your letter of October 18,. 1943. to 
| _ Mr. Duggan. you summarized and briefly discussed the present dif- 

ferences between United States and Mexican. representatives on the 
subject of the proposed water treaty. These points have already been _ 

the subject of long distance telephone conversations with you; hence _ 
this reply to your letter will serve primarily as a confirmation of views 

: already expressed and as a statement of conclusions reached in con- 
ferences here. As you already know, the Department concurs with _ 
your position in regard to these several points of difference. — | 

_ (1). Yuma Drain and Surplus Waters. It is not yet seen how we 
can: recede. from our position that these waters should be charged to 
Mexico’s allocation. The only alternative would seem to be for the __ 

| United States to dispose of them in some other manner so as to insure 

 eredit-for-them. . It may be, however,.that certain concessions might __ 
be made in regard to. the technical or financial aspects presently 
governing their disposition; if true, the Department is in need of 
additional information on this point. Insofar as the position of the 
Bureau of Reclamation is concerned, I suggested in my conversation 

of October 19 with Commissioner Bashore that the larger interests . 
involved might make it necessary for the Department to have a free 
hand in the disposition of the waters in question. It is assumed that _ 
this matter.is one of the subjects of conversation this week between 

Mr. Ainsworth and the Bureau officials in Denver. . - | | 

_ (2). Allocation of Costs of International Structures on the [io 
Grande. It is true that in one of our drafts in El] Paso there was 

presented the idea of a fifty-fifty division of costs and revenues of 
hydro-electric plants.. On the other hand, we attempted from the 
first to establish the principle that the costs of storage works should 
bear some relationship to assigned storage capacities. There appears 

: to be some opportunity for compromise on this matter. Nevertheless, — 
it seems that the Mexicans are trying to.assure themselves of enough — 
power revenues to pay for their proportion of the costs, with the 
possibility, even, of future profits. On: the. other hand, as regards 

| the cost of the major storage reservoirs, the basis of benefits received 
or to be received, as urged by the Mexicans, would seem to-insure 

that the United States would bear a disproportionate part of the cost. 

© Not printed. | Bn |
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| _ At the same time, as I have already stated, it is believed that a fair | 
- compromise on the matter of costs should be possible. == | 

(3). Commission Control of Diversion Works on the Lower Rio | 
‘Grande. On this point there does not seem to be much opportunity , 
for a compromise. It is not believed that our people would find | 

| tolerable any degree of Mexican control over such diversions or diver- | 
sion works, nor would such control seem to serve any useful purpose so | 

_ long as diversions were within the allocation of water as provided in | 
| the treaty. fe na pe UE | | 

(4). Use of the All-American Canal. It is assumed that this is one | 
of the major points of discussion with the representatives of the Bureau | 
of Reclamation; hence, there is little that can or need be said at this : 
time. If, as you have suggested, the Bureau of Reclamation tends to : 
favor the location of the Mexican diversion dam in the international | 

— section of the river, the suggested figure of 1,000 second feet should 
suflice to take care of all the Mexican lands lying at too high an 
elevation tobeserved fromthe Mexicandam. = a | 
_ (5). Surplus Waters of the Colorado. This point, apparently in- _ 

__ troduced.at the very last by the Mexicans, has, it may be,somedanger- __ 
ous aspects. It seems to be an additional indication that the Mexicans” 
‘are making every effort to leave certain loopholes in the treaty whereby | 

| they will be able in effect to get more than the stated amounts of 
1,500,000 and 1,700,000 acre feet. As their proposition appears to us, 

_ assuming that the Mexicans develop considerable non-summer uses — | 
_ for water, they could divert without charge large quantities of surplus : 

waters in the fall, winter and spring and then demand during the an 
summer the full amount of A water without exceeding, as a total | 

_ charge, the technical allocation under the treaty. As you suggest, this | 
proposal would seem: to warrant very careful study. If it appears | 

Sufficiently dangerous, it may ‘be thought advisable to take a firm — | 
position against it in its present form, even at the cost of modifying ot 

_ certain comparable phraseology in the provisions regarding the Rio | 
Grande. eo | | 
_ These points of difference do not appear to ‘present insuperable | 
obstacles to a final solution. At the same time it is not believed that 
the United States can afford to concede all of them, or all of any one | | oftheme ee 

It 1s our hope that the conversations in Denver will clear thedecks : 
as far as the interests of the Bureau of Reclamation are concerned. 
The way should then be open for the resumption of conversations with | | 
the Mexicans in E] Paso—Juarez early in November... It has never been 
our expectation here that any of the differences with the Mexicans f 
could be left to settlement in Mexico City. Furthermore, as you : 
stated, “the exchange of drafts and the adoption of principles are based )
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‘on complete approval and not an acceptance of particular paragraphs 

| or principles, since there is a correlation of ideas that presupposes 

complete and not partial concurrence.” oe 

Ag to whether anyone from the Department will participate in the _ 

next meetings will be the subject of immediate consideration. It is 

| understood, however, that the Mexicans desire such participation ; 

consequently, it is assumed that one or more will go from here. : 

This letter has been read by Mr. McGurk and Mr. Duggan. ~ , 

With best wishes, I am ee | 

‘Sincerely yours, = Cuartzs A. Trum 

-711.1216M/2479a: Telegram ee | 

The Acting Secretary of State to the Ambassador in M. exico 

oo | (Messersmith) 7 : So 

Wasuineton, October 28, 1943. 

1834. We have notified the office of the United States Boundary _ 

Commissioner at E] Paso to inform the Mexican Section of the Bound- 

ary Commission that we are ready to proceed to El Paso—Juarez to 

| resume the conversations on the question of the water treaty on or 

about November 8. McGurk and Timm will leave here about Novem- 

ber 3 to be there at that time. The Mexican Embassy has been in- 

| formally notified to this effect and you will please also informally | 
notify the Foreign Office. | | | 7 

_ | STETTINIUS. . 

711.1216M/2495 _ oe | | 

| Mr. Charles A. Timm of the Division of the American Republics to | 

. the Adviser on Political Relations (Duggan) 

: ae Ex Paso, November 16, 1943. 

| Dear Larry: I refer to your letter to me of November 10, my letter 

to you of November 13,”° and your telephone conversation yesterday | 

| with Joe.” ms | ce | 7 

| - In regard to Senators Connally and Hayden,” it would appear 

that, in the light of developments during the last day or two, should 

- you have occasion to discuss the matter further with them, it might be 

well to suggest that the success of the negotiations is by no means 

assured, by reason of the fact that the Department’s representatives 

are determined not to accept terms that make unreasonable demands 

upon the United States or that go beyond the Santa Fe proposals. 

7 Neither found in Department files. oe - a | oe 

| 2 Joseph F. McGurk. | a a | 

72'Tom Connally, Senator from Texas, and Carl Hayden, Senator from Arizona.



| 

| _ My letter to you of November 13, while not altogether optimistic __ | 
in tone, was nevertheless a bit too hopeful. The reasons for this were | 

| covered by yesterday’s telephone conversation, and on that general | 

point I should like to make a few additional comments. ae | 
- The major difficulty centers, as we said yesterday, around the effort a 

| of the Mexicans to find loopholes by which they could demand vir- 
tually all of the 1,500,000 acre-feet at points above the lower boundary, | 
thus insuring, first, that most of the allocation would be practically | 
fresh water, and second, that in time they could be virtually assured | 
of having the use of several hundred thousand acre-feet of usable | 
water without charge against their allocation. This last named | , 

quantity would be available for their Sonora lands, which, we under- sd 
stand, may in time reach 100,000 acres in extent. CP ee A. | 

- On our part, we went on the assumption that the basic point of an | 
over-all quantity of 1,500,000 acre-feet had been accepted by the Mexi- | 
cans and that this total would include water made available for them | 
at all points. We introduced the question of the point of diversion 
on the lower boundary and also diversions through the All-American | 
only in order to evidence our desire to be of such practical assistance | 

_ to the Mexicans as was feasible. . . . | oe | 
During a conference yesterday afternoon, lasting from four until 

six-thirty, the Mexicans (especially Orive Alba), gave further expres- ft 
sion to their views; but they also made it clear that they were loath 
to break off negotiations. They proposed that we present a draft — 
treaty and that they take this draft to Mexico City for further dis- I 
cussion and instructions, after which they would promptly return to : 

_ El Paso. In this same conference we adopted a somewhat firmer tone 
in regard to our basic proposition. Also, in a few well chosen words, _ 
Joe made it abundantly clear to them that the Commissioner’s pro- 
posals represented the views of the Department. This they finally = = | 
and explicitly recognized. Today we are drawing up a clear-cut ~ | 

_ statement of our position on the basic points at issue. This will be © | 
discussed, with the Mexicans this afternoon at four. | | 

Without elaborating too much, it may be that the following con- | 
‘clusions are warranted: — ae nee 

1. Orive Alba, or perhaps Marte Gomez, appears to be the dominant | : 
figure among the Mexicans, with the Foreign Office representatives 
having a less and less important role. _ a 

| 2. The Mexicans now seem to recognize that it may have been a E 
mistake for them to attempt to bring the Ambassador into the picture. Oo 
Incidentally, Joe and I do not believe that the Ambassador made the | 
‘categorical statement attributed to him, that is, to the effect that Max- : 
ico would not be charged with more than 60,000 acre-feet of Yuma : 
drain and waste water. - oo | | :
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8. The Mexicans now seem to recognize that the negotiations must 
| proceed here, even though some of them may have to make another 

trip.to Mexico City. - ws, mo, : | 
4. There is, I believe, no reason for us to go beyond the Santa Fe 

proposals on any important point, or to recede in any degree from the 
tentative agreements regarding the Rio Grande, even if the confer- 
ences threaten, by reason of our firmness, to break up for a while with 
the Department having, as a result, to report failure to the Committee 

| of Fourteen and Sixteen. I believe that the result would strengthen _ 
the Department, both as against Mexico and as regards the Committee. 
Although it is by no means certain that the discussions will not terni- 
nate for the present, it seems clear to me that the Mexicans are very | 
desirous of getting a treaty and that, ali things considered, they need 
a, treaty more than we do. | oo 

5. The threat of arbitration should not be wholly disregarded ; on 
the other hand, it need not be taken too seriously. It is not believed | 
that any competent, fair tribunal would give to Mexico an award 
more favorable than or even as favorable as our proposals. Much 
might depend upon the composition of the tribunal.; ) | 

Sincerely yours, | - Cuartss A. Timm 

, 711.1216M/2518 So Oo | | 

Memorandum by the Adviser on Political Relations (Duggan) to the 
oe Under Secretary of State (Stettinius)™ 

| ; ~ [Wasuincton,] December 11, 1943. 

Mr. Srerrinius: On November 24, 1943, representatives of the De- 
partment and of the Foreign Office agreed, as the result of negotia- 

| tions in E] Paso—Juarez lasting several weeks, upon the terms of a 
draft treaty on apportionment, control, and use of the waters of the | 
Colorado River and of the Rio Grande below Fort Quitman, Texas. 

Copies of an analytical outline and a summary of the draft treaty,” 
. _ the originals of which have been sent to the Secretary, are attached — | 

. hereto. More briefly stated, the draft agreement, in respect of the 
Rio Grande, allocates to the United States somewhat more than one- 
half of the waters reaching the main stream of this river each year. 
The two Governments undertake to build three major storage dams 
and the necessary auxiliary works on this river. os 

As for the Colorado River, the United States guarantees to Mexico _ 
1,500,000 acre-feet each year, delivered according to annual schedules 
formulated by Mexico under certain limitations that adequately pro- 
tect United States uses on this river. Both Governments undertake 

® The .resignation of Sumner Welles as Under Secretary of State was an- 
nounced on September 25, 1943. He was succeeded by Edward R. Stettinius, Jr. 

* Neither printed; the draft agreed upon was substantially the same as the 
treaty signed on February 3, 1944, Department of State Treaty Series No. 994; 

. 59 Stat. (pt. 2) 1219. . | . | .
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to build the dams and other works necessary to carry. out the terms | | 
regarding thisriver. Oe ngip eg le Oo | 

_ Generally speaking, the administration of the proposed treaty, in- _ : 
cluding planning, construction, operation, and maintenance of essen- | 
tial works, is entrusted to the International Boundary Commission, , 
organized under the Convention of March 1, 1889.75 - | | 
. If the Department approves the terms as tentatively agreed upon, : 

__ the draft will be prepared in correct treaty style for formal signature. | 
_ The Secretary and Mr. Berle” have been informed regarding the | 

present status of the negotiations; and Boundary Commissioner Law- YE 
son, Le, TD, RA.” and I are studying the preliminary draft. | 

ee trENCE Dueean 

711.1216M/2515a EE I SE ES ; 

Mr. Charles A. Timm of the Division of the American Republics to 
_. the American Commissioner, International Boundary Commission 
(Lawson) ta hg tenth : 

| .»  Wasutneton, December 21, 1943. 
» My Dear Mr. Lawson: On December 18, as I recall, I sent you by — — 

regular mail and without a covering letter a-copy of the memorandum 7 
of conversation of December 10, 1943,7@ between Mr. McGurk and oF 

_ Mr. Torres Bodet in regard to the desire of Mexico to bring about a — | 
“regularization” of the “illegal” Mexican diversions in the Judrez | 
Valley. Under date of December 20, 1943, Mr. Duggan sent Ambas- | | 

_ sador Messersmith a letter approving the position that the Ambas- : 
_ sador and Mr. McGurk had taken to the effect that the Juarez water | 
problem cannot be discussed, either by exchange of notes or otherwise, | : 
until the water treaty has been ratified, but that thereafter, this prob- _ : 
lem might be explored by the two Boundary Commissioners.. _ 

_. In my own conversations regarding this matter, I have taken the _ | 
position that the Mexicans should be given no reason to hope for a : 
solution, favorable to them, of the problem they have created by their _ 
own illegal operations. In developing this subject, I have pointed | 

_ out two or three reasons why it will be difficult to agree with the F 
Mexican position. In the first place, no more water above El Paso. ; 
can be made available. In the second place, the time may come when 

_ the water users of the El Paso Valley may consider it feasible and _ _ 
+, William M. Malloy (ed.), Treaties, Conventions, etc., Between the United | States of America and Other. Powers, 1776-1909 (Washington; Government Frint- F ing Office, 1910), vol.1, p.1167. cece Bee. ghee, a : | 7 Adolf A. Berle, Jr., Assistant Secretary of State. - : ] _ Office of the Legal Adviser, Treaty Division, and Division of the American : Republics, respectively. | a i 
"Not printed. - ciety Cape |
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| economically justifiable to construct such works as will take from the 

river virtually all the quantity of water now being illegally diverted 

by the Mexicans. In the third place, even if this water, legally the 

property of the United States, were not used in the El Paso Valley, 

it would, if left in the river, have the effect of relieving certain un- 

favorable conditions farther down the river, especially in the upper 

part of the Presidio Valley. In the fourth place, there is, of course, 

very important political aspect of the matter, since any attempt to 

reopen the Treaty of 1906 *® would very likely raise a storm of protests | 

in the El Paso Valley and in the valley above El Paso. a 

I have summarized these points in the hope of getting your com- 

| | ments on them. I should like also to know whether you believe that, 

in an effort to settle the matter, we could safely go so far as to offer — 

terms by which the Mexican water users would be allowed to divert 

from this same reach if [of] the river roughly the amount of the 

estimated return flow and drainage from their treaty allocation of 

60,000 acre-feet. Would this give them a total, including the 60,000 — 

acre-feet, of 80,000-90,000 acre-feet? I am not advocating this con- 

cession, but I do want your opinion of it. a | 7 

Sincerely yours, - Cuaries A, Timm 

711.1216M/2530 oe So - | 

Memorandum of Conversation, by the Secretary of State 

7 | - [Wasuineron,] December 23, 1943. 

The Mexican Ambassador called at his request. He had just re- | 

turned from Mexico and reported that everything was coming along © 

very well in his country. | | ed 

_. I brought up the question of the tentative water power agreement in 

respect to the Colorado and the Rio Grande Rivers. I explained to 

him how emergency engagements, and for some days the flu, have 

thwarted our constant efforts to lay the whole water treaty proposal 

before Senator Connally and the other Senators from the interested 

states, and that therefore it would be impossible for us to sign the 

treaty during this year. The Ambassador said that he had heard of 

this situation and that since the Mexican Congress will adjourn at 

the end of December until next September, he suggested that we go © 

| along as rapidly as possible in securing the ratification of the treaty 

by the United States Senate, and then his President could call the 

- Mexican Senate into special session for similar ratification. I said 

that we would do our best along these lines. is | 

| 7 | —  Oforvenn] Horn] 

® Convention providing for the equitable distribution of the waters of the Rio 

oo Grande for irrigation purposes, signed at Washington, May 21, 1906, Foreign 
. Relations, 1906, pt. 2, p. 1128. | -
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| AGREEMENT BETWEEN THE UNITED STATES AND MEXICO RESPECT- __ | 
ING A COOPERATIVE PROGRAM FOR WEATHER STATIONS IN | 
MEXICO | | , 

[Effected by exchange of notes signed at Mexico City, May 18 and | 
June 14, 1943. For exchange of notes and: memorandum, see Depart- | 
ment of State Treaties and Other International Acts Series No. 1806, - | 

— 461-035—64—41 |



AGREEMENT BETWEEN THE UNITED STATES AND NICARAGUA CON- 

. TINUING IN FORCE THE AGREEMENT OF MAY 22, 1941, RESPECTING 

| THE DETAIL OF A MILITARY OFFICER TO SERVE AS DIRECTOR OF 
THE MILITARY ACADEMY OF THE NATIONAL GUARD OF NICARAGUA 

| [For text of agreement, effective May 22, 1943, through exchange of 

notes signed at Washington October 22 and 25, 1943, see Department 

of State Executive Agreement Series No. 344, or 57 Stat. (pt. 2) 1109.] 

EFFORTS OF THE UNITED STATES AND NICARAGUAN GOVERNMENTS 

TO CONTROL FINANCIAL TRANSACTIONS INVOLVING THE AXIS 

740.00118 B.W. 1939/911 | | | 

The Ambassador in Nicaragua (Stewart) to the Secretary of State 

No. 1130 | -_ Mawnaeua, June 7, 1948. 

| co [Received June 15.) 

Sie: I have the honor to refer to my despatches nos. 734 of Febru- 

| ary 13, 1943, 790 of February 26, 1948, and 829 of March 9, 1943 ? rela- 

tive to Emergency Decrees of Nicaragua imposing supervision and 

control over the property of enemy nationals, and to report that the 

new legislation anticipated in those despatches has been prepared. 

, The draft has been delivered to a member of the Embassy staff by the 

Minister of Hacienda, Dr. Ramon Sevilla Sacasa, and a copy of it in 

| Spanish, together with an informal translation, is transmitted 

herewith? — | | 

The proposed legislation has been incorporated in drafts of two 

ostensibly unconnected laws. The first relates exclusively to the future 

administration, taxation, expropriation, and sale of the property of 

enemy aliens and the investment of sale proceeds in defense bonds; the _ 

second authorizes the issuance of such bonds and prescribes their terms. 

In many respects the proposed legislation is modeled on that enacted _ 

by Costa Rica for similar purposes. It will require a more drastic oc- 

cupation of and intervention in the business enterprises of enemy . 

, aliens in all instances, and is expected to result in decrees for the 

forced transfer and total liquidation of them in most. It will hence 

* None printed. | | mS | - 
| 2Not printed. : . 
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be seen that the Nicaraguan Government has elected to adopt the more | 
effective of the two alternatives for control of business. enterprises | 

_ required by Resolution VII of the Inter-American Conference on 
Systems of Economic and Financial Control? . ae | 

As stated in the prior despatches, supra, Dr. Leopoldo Arguello : 
| Gil, attorney to the Minister of Hacienda, was charged with the prepa- | 

ration of the drafts early last March. After many consultations with | 
a member of the Embassy staff he stated early in April that his work 

| had been completed; that he would submit the draft to the Minister | 
of Hacienda, who was not expected to change it on any material point, — | | and would then send a copy to the Embassy for examination and | 

criticism. Delivery of any copy to the Embassy was postponed from : 
day to day, and no satisfactory explanation of the delay was offered. _ | 
Rumors were current that no such law would be decreed; later, that , 
President Somoza intended to present it to Congress with instructions _ 
for its defeat there. About. the middle of April, when pressed for 
delivery, Dr. Arguello Gil stated that he was himself at a loss to under- | 

_ Stand what had happened. to his draft; that he had requested the 
Minister to return it, and was delaying.a planned vacation to Mexico 
on that account. He left for Mexico the latter part of April. 
_ As the Embassy received no.information about the draft or prospects 
of its enactment, I mentioned the matter to President Somoza on May 
25, He assured me that he was confident that the law would pass, and oe 
promised to mention it to members of Congress the following day. A 

~ member of the Embassy staff called lately on the Minister of Hacienda | 
and received from him a copy of the draft. The Embassy’s views | _ and criticism were invited. As it is expected that the bill will soon 
be presented to the Nicaraguan Congress, it is requested that the E Department transmit its comments as expeditiously as possible. _ 
_ Respectfully yours, _ Sarees B. Srewarr, i 

740.00113 European War 1939/911 - | nats | 
The Secretary of State to the Ambassador in Nicaragua (Stewart) 

No. 780 79 _-- Wasuineron, J uly 12, 1943. 
_ The Secretary of State refers to the Embassy’s despatch no. 1130 of : June 7, 1943 which transmits a draft + of certain legislation proposed _ 

| * For correspondence on the Inter-American Conference on Systems-of Economic and Financial Control, held at Washington June 30-J uly 10, 1942, see Foreign : Relations, 1942, vol. Vv, pp. 58 ff. For text of Resolutions, see Pan American F Union, Congress and Conference Series No. 39: Final Act of the I nter-American ; ‘Conference on Systems of Hoonomic and Financial Control (Washington, 1942). 3 
2 ‘Draft not printed. er mee, opie - ' es » oe ot ae
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| to be introduced at the next session of the legislature which provides — 

for the expropriation of the property of enemy nationals in Nicaragua. 

~ As a general comment, the proposed drafts appear to have been 

the subject of thorough and careful study ‘and seem well adapted to 

meet the end desired. The present draft, it is noted, relies much more 

upon administrative discretion than the previous draft legislation,” 

and the effectiveness of the new law, if adopted, will therefore depend 

to a greater extent upon the energy with which the administrative 

bodies in charge of its being carried out attack the problem and prove 

themselves resistant to political and other pressures. — : 

‘The granting of administrative discretion under the law will, how- 

ever, afford opportunity to limit the expropriation to the property of 

: Proclaimed List nationals who are, in the terms of the Department’s 

present categories “inherently bad”. The Department’s views on the 

undesirability of extending expropriation to persons not on the Pro- | 

‘dlaimed List are well known to the Embassy and need not be discussed | 

- here. In addition, it is noted that the earlier economic warfare meas- 

ures adopted by Nicaragua will remain in full force and effect except 

as the same may be repealed by implication by the new law. Asa 

result, interventorship or other action of a lesser degree of severity 

than expropriation will be permissible in those cases where such action 

is deemed desirable. | ee oe 

- While the proposed drafts deal, primarily with the expropriation of 

properties owned by Proclaimed List and enemy nationals, it is noted 

that other provisions of the proposed laws, if effectively administered, 

should permit the closing of other previous gaps in the Nicaraguan 

control laws. Specific comments on such provisions are made below. 

As the proposed. legislation seems to follow closely, in its essential 

aspects, the legislation heretofore adopted by Costa Rica, a copy of | 

the proposed legislation is being forwarded by the Department to- 

gether with a copy of this instruction, to the Embassy at San José, 

| with the request that it forward to the Embassy any suggestions it 

might have on the proposed legislation. — Since the Embassy at Costa 

- Rica has dealt with the practical application of the comparable Costa 

Rican law for a period of over six months, it should be ina unique 

position to make suggestions as to possible improvements in the pro- 

posed Nicaraguan. legislation. ‘Nevertheless, many of the comments 

| made in this instruction are based upon problems which have arisen 

out of the Costa Rican law as reported to the Department by the | 

Embassy at San José. Oo ee , | 

| s The draft transmitted by despatch No. 1130 refers to Decree No. 70 :of 

December 16, 1941, No. 77 of February 17, 1942, and supplementary decrees of 

ey. and March 1, 1943. Decrees Nos. 71 and 72 of December 16, 1941,
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The Embassy may wish to consider the desirability of discussing such 
suggestions with the appropriate Nicaraguan authorities for such ace 

tion as they may deem appropriate. The Department would appreciate. 
being kept fully informed of the status of the adoption of the pro~ | 

posed legislation and any changes therein which are suggested or made- — 
from time to time. It should be noted that the Department has not. — 

attempted to pass upon the legal procedure set forth in the proposed! | 
legislation, as such matters depend primarily upon the provisions of | 
the local civil code, with which the Department is not sufficiently | 

| familiartopassjudgment. = |= |. ° | | 

_740.00118 European War 1939/933. , ae Ee | 

Lhe Secretary of State to the Ambassador in Nicaragua (Stewart) | 

No. 783  ._.. WasHineton, August 2, 1943. | 

. Sm: The Department refers to your despatch no. 1216, June 25, | 
_ 1948 * describing discussions being held by the Nicaraguan officials and | 

members of the Embassy staff with regard to proposed Nicaraguan 
legislation providing, among other things, for the expropriation of __ : 
properties owned by Proclaimed List nationalsin Nicaragua. = 

The Department, of course, will be pleased to see the passage of legis- : 
lation implementing more fully the Washington and Rio de Janeiro 
Resolutions’? respecting. economic warfare control measures. The 
Department nevertheless deems it appropriate to interject a note of | 
caution which should be borne in mind in discussions between mem- 

~ bers of the Embassy staff and the Nicaraguan officials concerning the 
proposed legislation. As you know, the Department has always taken | 
the position that economic warfare legislation, particularly when pro- _ . 
viding for expropriation or liquidation of Proclaimed List enterprises, 

- should permit a high degree of selectivity in its operation. The De- ‘| 
partment appreciates the difficulties inherent, under the circumstances | 
existing in Nicaragua, of granting broad administrative discretion in 
providing for expropriation or liquidation and that legislation, al- | 
though mandatory in form, will be applied selectively in its actual | 
administration. Notwithstanding these circumstances, however, itis ' 
felt that members of the Embassy staff should not suggest that the pro- | 
posed legislation should, be mandatory in terms so.as to avoid taking a 

position which might be inconsistent with the selective approach which ; 
this Government hasalwaysdeemed highly desirable © | : 

Not printed, 
'. 7 For correspondence on the Third Meeting of the Foreign Ministers of the | : 
American Republics, held at -Rio de Janeiro J anuary 15-28, 1942, see Foreign 

_ Relations, 1942, vol. v, pp. 6 ff. : pe F
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In view of the changes in the proposed Nicaraguan legislation as a | 

result of the suggestions made by. the Embassy ® pursuant to the re- 

quest of the Nicaraguans, it is the Department’s view that the proposed 
legislation, if adopted and effectively administered, will permit a fairly _ 
complete implementation of the Washington Resolutions by the Nica- 
raguan Government. If the proposed legislation is passed, therefore, 

it is suggested that it might be appropriate for the Embassy to express 
this Government’s gratification at the cooperation which has been 
shown by the Nicaraguan Government in matters affecting the war 
effort of the United Nations. The Department wishes to emphasize, | 
however, that the matter of enacting legislation is a matter for the | 
sovereign determination of Nicaragua. ‘The Embassy should there-_ 
fore refrain from offering advice with regard to the details of pro- 

posed legislation except as it may be requested, and should not insist 
upon the enactment of specific legislative provisions which the Nica- 

| raguan authorities are reluctant to adopt. | a 

Very truly yours, oo, _ For the Secretary of State: 
| : oe naw ACHESON 

740.00118 European War 1939/1062 re 

The Ambassador in Nicaragua (Stewart) to the Secretary of State 

No. 1466 | | Manacua, August 31, 19438. 
ee | [Received September 11.] 

Sir: I have the honor to refer to the Department’s instruction 

| no. 7883 of August 2, 1943 and to despatch no. 1295 of July 19, 1943,° 
| both relative to proposed Nicaraguan legislation for the expropriation 

: of the property of enemy nationals, and to report that the bill in an 
amended form-has passed both houses of the Nicaraguan Congress. 
It has not yet been signed by the President or published in The 
Gazette (Official Daily) and no official text as passed is available to : 

- date. A member of the Embassy staff was told a few days ago that 
the text was being edited by the Ministry of Hacienda to incorporate 

the various changes and amendments approved by the House and 

Senate, but as this text may not be available for some time, a report — 
issent without further delay. «= = |. | a 

-“® Suggestions outlined in despatch No. 1216 of June 25, 1943 (not printed), were | 
designed to (1) clarify the scope of business enterprises subject to expropriation, 

(2) speed administrative action on expropriation proceedings, (3) designate more 

clearly which native Nicaraguans would not be exempt from expropriation | 

action, (4) provide for the purchase of expropriated property by a limited num- 

ber of approved nationals of allied countries, (5) withhold from expropriation 

property more than half owned by non-effected nationals, and (6) impose stiffer | 
penalties on those concealing goods subject to expropriation. = oe : 

Oe * Latter not printed. Be Se
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- Note was promptly taken by the staff member of the Department’s 
precautionary suggestion that expropriation legislation should permit 
a high degrée of selectivity in its operation and that the Embassy 
should refrain from offering advice with regard to details except as 
it might be requested and should not insist upon the enactment of | 
specific legislative provisions which the Nicaraguan authorities are 
reluctant to adopt. In this connection I wish to point out that the | 

- mandatory character of existing control decrees, which the Ministry | 
of Hacienda carried into the original draft of the present. bill, was , 
not a suggestion of the Embassy but a preference of the Nicaraguan | 
administration for reasons set forth in despatch no. 1295. As the — | 
nationality of many foreign-born residents and native Nicaraguans | 
born of one or two foreign parents was unsettled and controversial, | : 
the committee on nationality created by Art. 47 of Decree no. 77 | 
could fail to certify that an unobjectionable person was of enemy 2 
nationality and thereby exempt him from control without exposing | 
itself to a charge of inconsistency with the determination of some | 
other branch of the government. Bef Se seu ON OEE Ces ge ge | 

Karly in the summer, however, the Defensa Nacional de Nicaragua no 
required all foreign residents to register, prescribing a penalty for _ — 
failure to do so. As a result the nationality of each person in the 
country became a matter of official record. After the House com- 
mittee to which the expropriation bill was referred had recommended 
in a proposed report that a Consulting Commission be authorized. | 

to make exemptions, Dr. Leopoldo Arguello Gil, the attorney to 
Hacienda, informed the staff member that the administration was now _ 
disposed to accept that recommendation since Defensa Nacional had 

already passed on all questions of nationality in the country and a 
failure to adopt its finding for control purposes would expose the | F 
government to a charge of inconsistency. The staff member agreed 

to its propriety, suggesting, however, that the Consulting Commission = ——if¥y 
be empowered to grant exemptions only on the approval of Defensa . | 
Nacional. Dr. Arguello accepted the amendment as a means of | 
spreading responsibility and relieving the Commission pro tanto of f 
personal pressure in that its refusal to exempt could be imputed to ; 
Defensa Nacional. The bill as passed retains these provisions which ' 
will, it is hoped, meet with the Department’sapproval = =  —s_—s> | | 

__ Inreference to the Department’s caution against offering unsolicited 
advice to Nicaraguan officials or insisting on details of proposed legis- 
lation, it may be said that the staff member has been careful not to do | 
so in any instance. His problem, on the contrary, has often been to . 

_ Yefrain from making solicited suggestions on matters in which the 
United States has no interest.” Dr. Arguello frequently calls on him | [ 
at_ the Embassy or requests him to come to the Ministry for consulta- :
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tions not only relating to the bill but also to obtain his views on ad- 

ministrative questions which the National Bank has referred to the 

Minister. All of his conferences with the Minister have been at the 

Minister’s request. His relations with Dr. Arguello, moreover, are — 

close personally as well as officially, and their exchange of ideas 1s in 

an atmosphere of informality. a oe Sees | 
On July 24, 1943 Dr. Arguello brought him a copy of the proposed 

House Committee Report on the expropriation bill before it had been 

: submitted to Congress. This report had been given to the Minister 

of Hacienda for his reaction. It was left in the strictest confidence 

with the staff member for detailed study. A few days later Dr. Ar- 

guello called to review and discuss with him the proposed changes. 
Both agreed that the committee’s revision of the first two articles emas- 
culated the bill by restricting the properties subject to expropriation 
to those which could not be otherwise used in commerce; by injecting 
unnecessarily a hearing which could: postpone expropriation indefi- _ 

nitely; and by permitting the exclusion of proclaimed Nicaraguans 

from any effective control. After they had agreed that these and a 

few other revisions were objectionable, the staff member called on 

the Minister by invitation and in: Dr. Arguello’s presence reviewed 

the criticisms. The Minister listened attentively and stated that he | 

| would discuss the report privately with the committee. He did so 

and the committee made revisions to conform in large measure to the 
suggestions. A translation of the report is submitted herewith. 
Portions of the original draft which were deleted’ on: the Minister’s 
recommendation are enclosed in parentheses; additions to the original 
draft are underscored. It will be noted that the committee did not 

| recede from its recommendation that a hearing be given the affected 

| party, but it did make some changes in procedure which should 
expedite expropriation sales. Dr. Arguello stated that the criticisms . 
were received and discussed by the committee in a judicial manner; 
that the committee members were in favor of the bill as a whole as a 
necessary war measure, and this attitude was clearly manifest in — 

| their defense of it in the Chamber. A translation of the reported 
debate in the Chamber is attached.® 

The bill was approved by the Chamber of Deputies on August 6, _ 
1943 ; was thereafter referred to a Senate committee which made a few 
minor changes and reported favorably. The Senate approved the 
bill so revised on August 20. On August 30 Dr. Arguello called the 
staff member to say that the bill had been assembled by the Ministry 
of Hacienda to incorporate the changes made and had been sent tothe _ 
Presidential Mansion, but no copy was yet available. For the Depart- 

. *Not printed. a, ae — oo
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ment’s information there is enclosed a copy of the text as passed by 
the House.** This copy was compiled by the Embassy staff member 
on the basis of the original draft and changes recommended by the 
committee which were reported to have been accepted by the Chamber. 

_ A copy of the final text will be transmitted as soon as it becomes | 

available = Be 
Sincerely yours, ss Sas B, Stewarr 

AGREEMENT BETWEEN THE UNITED STATES AND NICARAGUA CON- | 
TINUING IN FORCE AN AGREEMENT OF JANUARY 11, 1941, RESPECT. , | 

ING PLANTATION RUBBER. INVESTIGATIONS gee | i 

| [For text of agreement effected by exchange of notes signed at 
_ Managua June 23 and 26, 1948, effective July 1, 1943, and for text of | 

_ agreement of January 11, 1941, see Department of State Executive | 
Agreement Series No. 357, or 57 Stat. (pt. 2) 1212.] ; | | 

“ Not printed. : - | . vad 7 7 Caress s a a |



AGREEMENT CONTINUING IN EFFECT THE AGREEMENT OF JULY 7, 

- 1942, BETWEEN THE UNITED STATES AND PANAMA WHICH PRO- 

| VIDED FOR THE DETAIL OF A-MILITARY OFFICER BY THE UNITED 

STATES TO SERVE AS ADVISER TO THE PANAMANIAN MINISTER 

[For text of Agreement, effected by exchange of notes signed at 

Washington July 6 and August 5, 1943, see Department of State 

Executive Agreement Series No. 336, or 57 Stat. (pt.2) 1052.) 00 

DISCUSSIONS OF THE PROPOSED JURISDICTION OF CANAL ZONE 

COURTS OVER DEFENSE AREAS IN PANAMA... 

711F.1914/704 : Telegram | . 

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

ae Wasuineron, May 21, 1943—7 p. m. 

| 994. Your 264, May 20.1 S. 1115 sponsored by the War Department 

and introduced on May 19, 1943 by Senator Reynolds? proposes to 

| enable the courts of the Canal Zone to exercise jurisdiction within the 

defense areas in accordance with the terms of Article IV of the De- 

fense Sites Agreement of May 18, 1942.° oe 

| The Department found no objection to the text of the proposed 

legislation when it was presented by the Bureau of the Budget last 

August, but introduction of the Bill was postponed by the War De- 

partment pending the approval of the Defense Sites Agreement by 

the Panamanian National Assembly. | 

| Copies of the Bill were forwarded today and further explanations | 

of the legislation will be sent in due course. _ | 

1Not printed. a , | 
2 Senator Robert R. Reynolds of North Carolina. | | 

* Department of State Executive Agreement Series No. 359 ; 57 Stat. (pt. 2) 12382. 

Article IV acknowledged Panamanian sovereignty in the defense sites, but pro- 

vided exclusive jurisdiction for the United States over United States civil and © 

military personnel and their families therein. In cases involving the safety 

of the installations United States jurisdiction extended to all except Pana- 

manians. For correspondence regarding the conclusion of this agreement, see 

Foreign Relations, 1942, vol. v1, pp. 577 ff. ae : 
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TLIE1914/706: Telegram Be ue BMS a ee. 
The Ambassador in Panama (Wilson) to the Secretary of State — | 

ee ese Panam, May 26, 1943—1 p. m. 
| poof t pee gen. [Received 5: 20 p. m.] 

. 274. Your 224, May 21, 7 p.m. The Panamanian Cabinet dis- | 

-oussed the Senate bill yesterday and this morning the Acting Minister 
| for Foreign Affairs‘ gave me a note® setting out the Panamanian | 

point of view, that it would be contrary to the text and spirit of article 
IV of the Defense Sites Agreement for the civil courts of the Canal | 

| Zone to exercise jurisdiction in relation to the defense sites ; and that | 
the retention of sovereignty of Panama. over the sites as set out in a 
article IV of the Agreement is incompatible with a consolidating policy __ | 
of general character applicable to civilian communities in which the a 
United. States acts as territorial sovereign. The note: suggests con- | 
sultation between the two Governments regarding this matter. It _ | 
seems to be the point of view of Panamanian Government that the =| 

_ jurisdiction granted the United States by article IV should be exer- | 
cised only by military tribunals. = si i ess—<—s 

| The Acting Minister assured.me that the Panamanian Government _ ! 
had not.the slightest.intention of contesting or calling into question the | 
jurisdiction specifically granted the United States in article IV. On 
the contrary, he said, that the Panamanian Government, reaffirmed _ : 

this grant of jurisdiction, and considered that it was simply a question 
_ of having such jurisdiction exercised in a manner compatible with the | 
provisions ofarticleIV. 

__ Copy of the note is being forwarded by airmail. The Panamanian 
| Government would greatly appreciate it if no action were taken by 

_ Congress on the bill until the United States Government has consid- + 
ered the note and opportunity been afforded for consultation between — I 
thetwoGovernments. ies f 

Ag | 

8 TAUB | 
Phe Ambassador in Panama (Wilson) to the Secretary of State 

No.41922 Paaned, June 1948 

‘Sir: I have the honor to refer to my despatch No. 4156 of May 26, | 
1943, which transmitted copy of Foreign Office note No. 5253. of May 
25 © in reference to Senate Bill S. 1115 providing for the exercise by F 

— “Victor F.Goytia, | 
_ “Note No. 5258, May 25,1948, not printed. = 

*Neither printed. — | : BE a F
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the United States of jurisdiction within the defense sites in Pana- 

manian territory. I ee a 

I have discussed this matter with the Commanding General’ who 

informs me that investigation discloses that the Bill, as now presented 

to Congress, was initiated in the Panama Canal Department*onJune _ 

. 18, 1942, “and was caused by certain legal conditions that had to be 

| handled”. In this connection General Brett has furnished me copies 

of two memoranda dated respectively May 26 and May 29, 1943, pre- | 

pared by the Judge Advocate, Panama Canal Department.’ Copies 
of these memoranda areenclosed herewith.®© | , 

In thinking over this matter, certain observations occur to me which 

, I am jotting down herewith for whatever they may be worth: 

It seems to me that we are not perhaps primarily concerned with in- 

sisting upon our unilateral interpretation of the nature of the rights 
which wé consider were obtained by the United States in Article IV of | 

the May 18, 1942 Agreement. Rather, it seems to me, it may be 

primarily a matter of conciliating the rights of jurisdiction under 

Article IV which we consider essential to the defense of The Panama 

Canal, with the essential attributes of sovereignty which Panama con- 

| siders were retained by Panama under ArticleIV. 

The Judge Advocate’s memorandum of May 26 states that while it 

would be possible without such legislation as that contemplated in 

S, 1115 for criminal offenses committed by military personnel and 

civilian employees of the War Department and such other persons as 

may come within the provisions of Article of War 2 to be tried by 

courts-martial, there would be no forum short of a court in the United 

States and in some cases not even there in which civil actions which 

might arise from acts of military or civil personnel and their families 

committed on those sites could be tried. In considering this matter, 

the question at once arises as to the procedure followed in the case of | 

civil actions of the nature cited which arise from acts of military or _ 

civil personnel on defense sites made available to the United States in | 

other countries of Latin America, for instance, on the Galapagos Is- 

lands, at Salinas, in Costa Rica, Guatemala, etc., as well as in the bases 

in the British West Indies. I have inquired of the military authori- 

ties here regarding this point but have been informed that they have 

no information concerning it. Presumably, I was informed, such ac- 

tions have to be taken to some court in the United: States. If this is 

the case, it would seem that a similar procedure might well be consid- 

ered as regards such actions occurring on the defense sites in the Re- | 

public of Panama. | a - 

TLt. Gen. George H. Brett. ce a 

® One of the overseas departments of the War Department. = . 

® Col. Eugene F. Smith. a eee Lo 
* Neither printed. | .
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_ Iam informed that the main purpose of the military authorities | 
in drafting the Bill was to insure that United States personnel on the 
defense sites have the same opportunity to have recourse to United 
States civil courts in the Canal Zone as have United States personnel 
residing within the Canal Zone. This would seem to constitute exactly 
the case which the Government of Panamé makes against the Bill. | 
That Government considers that the defense sites in the Republic of 

| Panama can in no way be-assimilated to the Canal Zone. Panamé4 
considers that it granted the United States the temporary use of these | 

_ defense sites not for the permanent and broader objectives relating to _ | 
the Canal Zone, but for purposes strictly limited not only in time but | 
in nature, ie., purposes of national defense during the present emer- | 
gency. Obviously it would be more convenient for United States | 
personnel on the defense sites to have the Canal Zone courts exercise : 
Jurisdiction over civil questions affecting them, rather than have to ) 

_ take their cases to some court in the United States, perhaps after the , | 
_ end of the war. But as against this matter of personal convenience— | 

which seems indeed to have little relation to the essential purpose of 
_ hational defense—there is, from the point of view of the Government | 

of Panama, a principle at stake which it regards as important inas- sd 
much as it affects the sovereignty of the Republic. _ a | 

It would seem rather that the essential purpose of the United States | 
Government in seeking by Article IV to obtain exclusive jurisdiction 
in all respects over the civil and military personnel of the United. — 
States situated on the defense sites, and their families, was to insure 

_ that there would be no attempt by Panamanian authorities to assert - 
jurisdiction over such civil and military personnel of the United States 
and their families, since such attempt might prejudice our defense 

_ effort in those areas. We were not primarily concerned with provid- 
ing a readily accessible forum in the Canal Zone to which military 
or civil personnel on the defense sites could have recourse for divorce I 
proceedings and the probate of wills. ; OTE REG Shae : 
_ The Judge Advocate also points out in his memorandum of May 26 L 

_ that without the proposed legislation there is no forum in which a | 
person other than a Panamanian citizen, charged with maliciously i 
committing any crime against the satiety of the military installations. : | 
in any of the defense sites, may be tried if that person is not one of _ | 
those subject to trial by a military tribunal. He points out for ex- 

_ ample that a national of a friendly country (other than Panamé) | : 
not an employee of our Government, who wilfully and without. | authority entered one of the sites and stole or destroyed defense equip- 
ment, could not be tried by a military tribunal. It occurs to me that | an appropriate remedy for this situation, since in any case legislation f 
must be enacted by the United States Congress for the trial of such F
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offenders, would be to empower United States military: tribunals to 

try such offenders within the defense sites in the Republic of Panama 

during the period of temporary occupation: contemplated by the May 

- '48, 1942 Agreement. Or it may be that the jurisdiction of military 

tribunals could be extended in this respect. by order of the Secretary 

of War, without necessity of legislation—I am not informed on this 

Respectfully yours, = Epwin: C.-WILson © 

T1MP.1914/709, oe ee, 

The Secretary of State to the Ambassador. im Panama (Wilson) 

No. 2626 —_ CO --Wasuineton, J une 29, 1943. 

_—.: Sr: The Department refers to your despatch no. 4156 of May 26, 

1943 enclosing a note, no. 5253 dated May 25, 1943,11 from. the Ministry 

of Foreign Affairs with relation to S. 1115, a bill to provide forthe © 

exercise by the. United States of certain. jurisdiction over persons 

within areas in the Republic of Panama, the temporary use of which 

for defense purposes is granted tothe United States st | 

The note states that the Government of Panama considers that the 

oo exercise by civil courts of the Canal Zone of jurisdiction in the areas 

covered by the Defense Sites Agreement is not in accordance with — 

the text and spirit of Article IV of the Agreement and that, the ex- 

tension to. the defense sites of legislation of ‘a general character ap-_ 

plicable to civilian communities in which the United States acts as. 

territorial sovereign is incompatible with the retention by Panama of 

sovereignty over the defense sites as provided for in Article IV of 

the Agreement. You state that it is the desire of the Government of 

| Panama to avoid the creation or the appearance of the creation of any 

“little Canal Zones” in Panamanian territory or the extension. to ter-_ 

ritory under the J urisdiction of Panama of the Canal Zone regime. 

‘The Ministry of Foreign Affairs apparently considers that the juris- 

diction granted.to the United States by Article IV of the Defense — 

| Sites Agreement should be exercised by its military tribunals. _ ; 

~The questions raised have been discussed with the War Department 

at. whose instance S, 1115 and its companion bill, H.R. 2822, were 

introduced. The War Department has indicated its willingness to 

amend the proposed legislation in such a way as to make it clear that — 

the United States is not endeavoring to create “little Canal Zones” on 

Panamanian territory but is simply enacting the minimum legislation 

necessary in order to be able to. exercise the right granted by Article 

TV “to arrest, try and punish all persons who, in such areas, mali- 
ciously commit any crime against the safety of the military installa- 

4 Neither printed. |
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| a | | 

tions therein”. Courts-martial of the United States exercise 
jurisdiction only over members of the armed forces of the United 

_ States and civilians connected with such forces. It would thus be — | 
impossible at present for such courts to punish offenses against the | 
safety of military installations in the defense sites if committed by 

_ other persons: It is not considered desirable to attempt to amend the © | 
Articles of War to extend the jurisdiction of courts-martial to-punish 

civilians generally even for offenses of the nature indicated. In order | 
therefore to punish persons over whom courts-martial have at present | 
‘no jurisdiction and who commit.offenses:against the safety of military | 
installations in the defense sites it is necessary to extend American law | 
to offenses committed in such areas. It is also necessary to give to the , 
nearest United States court jurisdiction of such offenses in much the ; 
same way that: jurisdiction to punish crimes committed on the high | | 
‘seas rest in the district court of the United States of the first district _ | 
into which the offender is brought. In this connection it is pointed | 
out that there is nothing in Article IV which requires the “exclusive 
jurisdiction” conferred on the United States to be exercised in any 

| particular way or by any particular type of tribunal. 
_ The amendments to.§.1115.and its.companion bill which the War | 
Department is prepared to make out of deference to Panama are as if 

. a. Limitation. of the term of the legislation to the term of the De- | 
fense Sites Agreement.. .Add.a new section,.as follows: = a | 

~- “See. 5. The provisions of this Act shall terminate one year 
| _ after the date on which the definitive treaty of peace which brings I 

| about the end of the present war shall have entered into effect; 
__. Provided that this limitation shall not be construed to divest any 

_ court of jurisdiction over proceedings begun prior to that date.” 
__ The effective date of termination is expressed in the precise language | 
of Article I ofthe Agreement. oo oe Ste Bey | 

 b. Eliminate the exercise of civil jurisdiction. While the War De- 
partment is of the opinion that Article IV is broad enough to include — | 
a grant of civil jurisdiction in controversies between Americans inthe _ ] 
defense areas, such jurisdiction. is not.considered essential to the pro- | 
tection of the areas in question, and consequently, in view of the | 
Panamanian objection, may safely be eliminated from the pending 
bills. The following changes are necessary to effectuate’ this | : 
amendment: On | We Beaty nye : 

a (3) Delete section 1 (a2) of the bill. 
~ (2) Amend section 1 (6) toread: 0 

| H(a) Over all criminal proceedings wherein a member or ‘| 
_ members of the class which includes the civil and. military per- j 

_ sonnel of'the United States and their families situated in the : 
- reds of land and water covered by the agreement are defendants; :
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| - > (3) Renumber section 1(c)°as section 1(0). 00) 
— tay Amend the first two lines of section 2 (lines 12 and. 13 of 

| page 8of the bill) toreadasfollows: = |. 

-' . “See, 2, The jurisdiction conferred by- section 1 of this Act 

a _. shall, in all criminal proceedings,” 
_ ¢. Recognize. Panamanian sovereignty in terms. Adda new section — 

asfollows: an a 

“See, 6, Nothing herein contained shall be deemed in any way 

| to infringe the sovereignty of Panama in the areas of land and 
water covered by the agreement, which sovereignty. is.expressly 

--yeeognized in Article IV of the agreement.” | 

_ d. Provide expressly that the Canal Zone courts are not to sit 
: outside the Canal Zone. The War Department is of opinion that the _ 

fair intendment of section 3 of the bill-is that offenders shall be 

| brought into the Canal Zone for trial, rather than that the Canal Zone 

| courts shall repair to the defense areas. Consequently, it has no 

objection to a proviso which shall clarify this point. To effectuate 

| this change, the following should be added at the end of section 3: 

“Provided, that nothing in this Act shall be construed to au- 
| thorize either the district court or the several magistrates’ courts 

to sit outside the limits of the Canal Zone.” | 

e. Change the title of the Act. In order to make it abundantly 
| clear that the only purpose of the legislation is to implement the 

Agreement, and not to extend the limits of the Canal Zone, the War 
Department is prepared to agree to amend the title of the bill so as 
to read “A Bill to implement Article TV of a certain agreement con- 
cluded on May. 18, 1942, between the Government of Panama and the 

Government of the United States of America.” | 

- The Department feels that the amendment, of the bills in the man- | 
. ner indicated should allay any apprehension of the Panamanian 

Government that it is the intention or desire of the United States to 

, extend the Canal Zone regime in any manner to'the areas covered by __ 

the Defense Sites Agreement. It is necessary in order to. protect, the 
military. instablations in such sites that the United States be able to 
exercise the jurisdiction grarited to it by Article IV of the Agreement 
which it is observed from your telegram no. 274 of May. 26, 1943 the 
Acting Minister for Foreign Affairs has assured youthe Panamanian 
Government has “not the slightest, intention of contesting or calling 
into question”. ne Se a 

| The bills referred to above are before the Judiciary Committees 
of both Houses of Congress and while the Department can give no 
assurance that action will not be taken thereon it. will endeavor to have 
such action deferred until you have had. an opportunity to discuss the 
matter with the Ministry for Foreign Affairs in the sense indicated
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above. Ifthe solution suggested is acceptable to the Ministry you will 
please inform the Department by telegraph in order that legislation oe 
which will permit this Government to punish offenses against military 
installations in the defense sites may be provided as expeditiously 

— aspossible | ee Bo 
Very truly yours, _ For the Secretary-of State: | 

CIEE Spe eet SUMNER WELLES 

~ -T11F.1914/726 EES ee Bs Se a 

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

No. 4878 Pawrak, Salty 21,1943, . 
- ae ne Sa! | [Received July 24.] | 

| ‘Sir: I have the honor to refer to my airgram No. A-847, July 3,” | 
| ‘in relation to the Department’s instruction No. 2626 of June 29 re- | 

_ garding amendments which the War Department is prepared to make | 
in the bills pending before Congress providing for the exercise of | 
jurisdiction by the United States within the defense sites, 

__ As reported in my airgram I discussed this matter the. morning of 
_ July 3 with the Foreign Minister. I left with him the text of the 

- amendments to S. 1115 and. its companion. bill which the War Depart- , 
ment is prepared to make, as given on pages.2-3 of the Department’s 

- instruction. I also urged the Minister, in line with the last paragraph 
of the Departments instruction, to give me a reply in this matter as 
quickly as possible. Dr. Fabrega 1* has told me on frequent occasions | 
since July 6 that he expected at any moment to be able to furnish me | 
his Government’s views in this matter. It is only today, however, 
July, 21, that, I have received from the Foreign Office the attached 
confidential memorandum, (in single copy) bearing the date of July | 
14,1943. This memorandum—an office translation is also attached— 
gives the point of view of the Government of Panama, as expressed at | 

| the Cabinet meeting of July 6 regarding the amendments which the | | 
War Department is prepared tomakein the bills, = 
~ I should appreciate receiving the Department’s instructions as to | | 
the position which it is desired that I take concerning the Pana- : 
manian point of view as set out in its confidential memorandum. : 

Respectfully yours, Epwin C. Wiison 

* Not printed. - | Te mes os ae . Por Th E 
™ Octavio Fabrega, Panamanian. Minister for Foreign Affairs. 9 8 

_ “Not printed; it indicated objection. to. jurisdiction by the Canal Zone Dis- 3 
trict Court as incompatible with. Panamanian. sovereignty, to treating: residence —— 3 

in the defense sites:as equivalent to: residence: in. the Canal Zone, and: to treating ee: 
_ a8 defense: sites:areas- conceded: under ‘substantially similar’ terms. oF 

461-035—64—__42 |
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TIIF.AGI4/726 ee - Lae re ae 

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

—=-No.3004 SO :S*=<“<«s~*~‘SS: Wasnt, January 15,1944 
Sir: Reference is made to the Embassy’s despatch no. 4373 of July 

21, 1943 enclosing a copy of a memorandum of July 14, 1948 from the 

Foreign :Office indicating the position of the Panamanian Govern- 

. ment on the changes proposed: by this Government in order to satisfy 

Panamanian objections to S. 1115, a bill to extend the jurisdiction-of 

Canal Zone courts to certain defense sites obtained from Panama. 
L am enclosing, for your information, a copy of a confidential memo- 

randum-of January 3, 1944, from the War Department,” on the mat- 

ter. The memorandum should not be made available to the Pana-_ : 

manian Government but in the event that further communication is 

considered necessary, you may inform the Foreign Office that pend- 

ing further experience as to the necessity for legislation of the nature 

indicated, the War Department has decided to.leave the matter in | 

abeyance. Cc Soni RD ae 
-. Verytruly yours, | __. _. For the Secretary of State: 

Loe re | | A. A. Burrs, JR. 

DISCUSSIONS CONCERNING THE MANAGEMENT OF THE WATER AND 
- SEWER SYSTEMS OF PANAMA AND COLON = 

TUR1914/482 Be re 

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

No. 2289 re Wasuineron, February 3, 1943. 

_ Sm: Reference is made to the Department’s instruction no. 821 of 
May 25, 1942,"* regarding the preparation of a concise proposal for 

a management contract under the provisions of which The Panama 

Canal would continue to operate the water and sewerage systems in 

the cities of Panam and Colén once the title to them has been trans- | 

ferred to the Panamanian Government.”7 The Department in- — 

formally has been advised both by the Governor * and the Executive 

Secretary of The Panama Canal * that some thought has been given 

 SNot printed. See 
16 Foreign Relations, 1942, vol. v1, p. 609. | - 
7 According to Point 1 of the Twelve Point Agreement of May 18, 1942 (Depart- 

ment of State Executive Agreement Series No. 452; 59 Stat. (pt. 2) 1289), the | 

United States transferred to Panama, free of cost; the sewer and waterworks 

systems of the cities of Colon-and Panama. ‘Those eities were permitted, how- 

‘ever, to continue to receive water supplies and use the sewer system of the | 

Canal Zone. For correspondence on this agreement,’see Foreign Relations, 1942, 

vol. vi, pp. 577 ff. | | | 

| % Maj. Gen. Glenn HE. Edgerton. 
S. W. Wang. | |
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tothe drafting of such a proposal. Your report.on any progress 
which has been made in this respect will be appreciated. It is re- | 
quested that you urge the completion of a first draft. and suggest.that 

it be presented to the, Embassy and the Department for examination , 
from the political pointiof view. 

. In‘anticipation of the approval by the Congress.of the pending 
legislation affecting Panama,” and assuming that this will take place 

in the next few months, it-would seem that immediate consideration _ 

| should also be given to the form and phraseology of the documents 

that will be drawn up to affect the legal transfer to Panama of the 

water and sewerage systems and the railroad lots. Officers of the — | 

-- Department ina. preliminary way discussed with Mr. S. W. Wang, | 

_ the Executive Secretary of The Panama Canal, during his recent visit | 

to Washington, some of the.questions which undoubtedly will arise | 
in the preparation of whatever instruments of conveyance are used. | 

Mr. Wang was definitely of the opinion that the drafting of these 
~ documents should be initiated by Canal Zone authorities in Panama 
where easy consultation could be arranged with employees of your | 
staff. He expressed his willingness to begin this draft immediately hd 

upon his return to the Canal Zone. OE 
“In the case of the transfer of the railroad lots, the instrument of , 
conveyance presumably will be drawn up in conformity with the laws , 

| of Panama. Whether this conveyance is made by quitclaim deed or 

by warranty deed would seem to be important, inasmuch as theremay _ 

arise out of the very nature and type of deed used to transfer the lots, . 
- the question of this Government’s title to those lands which are being 

retained as necessary for the operation of the railroad and the opera- 
tion, maintenance, sanitation and protection of the Panama Canal. 

_ Since Panama has constantly maintained that the title to the rail- | 
road lots would revert to that Republic in 1966,* it seems advisable, 
if possible, to draft the instrument of conveyance in sucha wayasto | 
gain recognition (even if by implication) from the Panamanian au- 

thorities that this Government has full and legal title to the lots which _ 
are not being transferred at this time. Mr. Wang seemed to think | 
that for the best interests of this Government a transfer by warranty | 

deed would be preferable. As you are aware, there appears to beno 
question. about the titles to the lots in Panama City since the land | 
there was acquired by direct purchase. re es ae 

-_- “® Gertain parts of the Twelve Point Agreement which involved the transferof  =—siétgk 
property. were subjected to Congressional approval. way fa 

™ Point 2 of the Twelve Point Agreement provided for the transfer to Panama, : 
without cost, lands of the Panama Railroad. Company .not needed for operating 4 
the canal, its auxiliary works, or the railroad... 2 &- 

™ This claim was based on the contention that Panama succeeded to the rights | : 
of Colombia and New Granada with respect to the 99-year lease granted to the 
Panama Railroad Company in 1867 by New Granada. re | |
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- You are requested to discuss with the appropriate Canal Zone au- 
_ thorities the preparation of these documents referred to above and to: 
keep the Department informed of the outcome of your conversations. 

In due course, the Department will expect you to submit for itsexami- __ 
nation copies of whatever draft documents are agreed upon. | 

Very truly yours, For the Secretary of State: | 
So a a 7 ‘Sumner WELLES. 

| 711F,1914/652 oe | OO Be 

The Ambassador in Panama (Wilson) to the Secretary of State — 

No. 3685  —— Panama, February 17, 1943. 
BS oe an [Received February 23.] 

_ Smm:I have the honor to refer to the Department’s instructions No. 
821 of May 25, 1942, and No. 2289 of February 3, 1943, regarding 

- the preparation of a concise proposal for a management contract: 
under the provisions of which The Panama Canal would continue-to 

| operate the water and sewerage systems in the cities of Panamé and’ 
Colén once the title to them has been transferred to the Panamanian. 
Government. (For a review of conversations with Canal Zone au- 
thorities in an effort to obtain.a draft of a.. management contract: 
please see third paragraph of my letter to Mr. Bonsal* dated. _ 
November 2, 1942) 25 | OS 

| _ Governor Edgerton has now furnished me, under date of a trans- 
mitting letter of February 8, 1943, with a memorandum of February 
5° prepared by Colonel C. G. Holle, Assistant Engineer of Mainte- 

- nanee, on the subject of the proposed transfer of the water and sewer-- 
age systems of the cities of Panama and Colén. Governor Edgerton. 

| has informed me that his memorandum was submitted as a basis for _ 
| discussions with me on the subject, and that before formulating any” 

_ conclusions more definite and final than it presents, he desired to dis-- _ 
cuss this rather complicated subject with me at more. length. I have: 
today had a discussion of the subject with the Governor, and report. - 
hereinafter in more detail concerning such discussion. In the mean- 
while, and while recognizing that Colonel Holle’s memorandum. was: _ 
prepared merely as a basis of discussion, I think it advisable to trans-. 
mit herewith a single copy for the Department’s information, since: 
the memorandum presents information which will be of considerable: 
interest to the Department. Incidentally, Governor Edgerton ex-. _ 
pects to leave the Canal Zone in a few days for Washington to attend. 

_ ® Foreign. Relations, 1942, vol. v1, p. 608. 
* Philip W. Bonsal, Chief of the Division of the American Republics.  - 

| * Not printed. a | , , 
** Neither printed. _ oo | | |



Be PANAMA...) 651, 

| the hearings on The Panama Canal budget, and he will undoubtedly - 
call at the Department, as is his custom, in order to discuss with. 

_ officials of the Division of the American Republics matters relating 
to Panamé. = eS ae Sy | 

I shall cover hereinafter the more important points discussed this 
morning with Governor Edgerton: ee . Q | 

| (1). Question of authority for The Panama Canal to enter into a | 
— management contract with the Republic of Panamd. (Paragraph 3, 

Holle memorandum). ee - | 
It was agreed that statutory authority would probably not be 

required and that The Panama Canal could enter into a contract with | | 
the Republic of Panama to manage the water and sewerage systems if. | 
authority to do so were conveyed to the Governor by the President of 
the United States. Presumably the President, after Congress has ap- 
proved the pending legislation affecting Panama, will issue an Execu- , 
tive Order authorizing the transfer of the railroad lots and the water | 
and sewerage systems. In the Executive Order the President could | 
also authorize the Governor of The Panama Canal to mike appropri- | 

cate arrangements, if desired by Panamé, to continue to operate the | 
_ water and sewerage systems once they are passed to Panamanian 

ownership, as a measure of cooperation with Panama, for such period 
‘as may be desired by Panam&. Probably the first document which 
should be drafted and considered by the State Department is the text a 
-of the Executive Order. Governor Edgerton’s office will draft: this | 
Executive Order and will consult with the Embassy regarding it, after 
which the draft will be forwarded to the State Department. | 

(2). The water and sewerage systems of New Cristobal. = | 
~ Colonel Holle’s memorandum treats in detail of this question (para- 7 

graph 5, K (3), pages 9-12). It will be noted that the recommenda- __ | 
tion is made that, because of the special situation of the water and —S_—itkX 
sewerage systems of New Cristobal,” these systems should not be | 
transferred to Panamé but should be retained by the United States, 

_ and that this point be clarified in the Congressional hearings and the | 
Joint Resolution amended accordingly. As a result of the conference wt 

_ this morning, Governor Edgerton is now in accord with me that, ; 
_ despite the special considerations which set. the New Cristobal systems f 

_ apart from the Panam City and Colén systems, nevertheless the | 
| spirit and intent of the agreement between the United States and : 

Panama in this matter, as set forth in the May 18, 1942, exchange of I 
_ notes, and reflected in the Joint Resolution introduced in the present : 

_ Congress, would seem to have been to include the New Cristobal sys- : 
tems, and that it therefore would be inadvisable to urge on Panamé } 
the contention that the New Cristdbal systems should be retained by ot 

Most of the Canal employees of Crist6bal lived in this section of the city. :
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the United States. We agreed, however, that while the New Cristobal 

systems should be included in the transfer instrument and pass to 

Panamé, nevertheless an attempt should be made, when it comes to 

discussion of the management contract with Panama, to make a sep-: 

arate arrangement covering the operation of the New Cristobal sys- 

tems which would leave the operation and management of these sys- 

tems entirely in the hands of The Panama Canal. If agreed, at the 

‘Governor’s request, that at an appropriate time I would take this as- : 

| pect of the matter up with the Panamanian officials and attempt. to. — 

| obtain their consent to it.. The argument would be that, in the first 

place, the capital costs of these utilities in New Cristobal were not. 

added to the capital costs of the Colén systems, and that Panama has 

never been charged for amortization or interest on the New Cristobal | 

‘systems. Furthermore, Panamé has never contributed to the cost of 

repairs and maintenance of the water and sewerage systems in: New 

Cristobal, nor to the cost of repair and maintenance of pavements, nor 

to the cost of cleaning the streets and the collection of garbage in New 

Cristobal. The entire cost for all of these services in New Cristobal: 

has been met by the United States, whereas in Colén and Panama City 

the cost of these services has been charged against the water rates. 

Also the water into individual Panama Canal quarters is not metered. 

and it would, therefore, be impossible to bill the individual residents: 

| for the water consumed on a quantity basis. In view of the above 

considerations, and others brought out in Colonel Holle’s memoran- 

— dum, it would be urged upon the Panamanian Government that an 

agreement be reached permitting. The Panama Canal to continue to 

operate the water and sewerage systems in New Cristobal, collecting 

water rents from the United States employees living in that area, 

and applying such rates to the partial reimbursement. of the cost of 

maintenance and repair of these systems, as well as of the maintenance 

and repair of pavements, and the cost of street cleaning and garbage 

collection. The balance of the cost of these. services in New Cristobal _ 

would be met by the United States. Oe ae 

_ Thave some doubt whether Panama will agree to the special status 

of the New Cristobal systems for operation purposes as outlined 

above. Such an arrangement might be regarded by Panama with 

suspicion as an opening wedge in a renewed drive to obtain political — 

jurisdiction for the United States over New Cristobal. The advan- 

tages, however, of such an arrangement are so obvious that they _ 

would seem to warrant an attempt to obtain Panama’s agreement, 

and I shall therefore at some suitable moment broach the matter. to 

the Panamanian authorities. 4° 
. Ag regards the operation of the water and sewerage systems of 

Colén and of Panama City, there would be proposed to Panama a 

| draft management contract along the general lines of the outline set



. 

_ forth on pages 16-19 of Colonel Holle’s memorandum. In addition, 
there would be stipulations in the contract for the training of Pana- 
manians so as to provide increased participation of Panamanian per- | 

- sonnel in sanitation activities in these cities, in accordance with the 
- exchange of notes accompanying the General Treaty of March 2, | 

1936.8 There might also be a clause inserted in. the management 
eontract which would refer to the Joint Board (two representatives | 
of Panama and two of The Panama Canal) appointed in 1940 on the 7 
basis of the exchange of notes attached to the 1936 treaty, to make __ | 
recommendations on this question of training additional Panamanian — | 

| personnel, as well as on other technical problems. = == a | 

| » (8). Transfer instrument. ee ee : 
‘The transfer instrument: would follow the outline set forth on | 

pages 14-16 of the Holle memorandum, omitting of course the sug- | 
gestion under paragraph 7-a that the water and sewerage systems of _ ] 

_ New Cristobal be retained by the United States. Also, as recom- | 
mended in paragraph 7-f, the provision of the exchange of notes of | 
May 18, 1942, that employees of The Panama Canal and Panama sd 
Railroad residing in Panamé not be charged more than other residents _ : 
of Panamé and Colén for similar services, should be expanded in the 

| transfer instrument to cover all employees and agencies of the United 
States, | 

| As indicated at the outset of this despatch, the Governor’s office will 
begin immediately drafting of the Executive Order to be issued by the 
President covering the transfer of the railroad lots and the water and | 
sewerage systems and conveying authority to The Panama Canal to | 
operate the latter utilities if desired by the Government of Panama. | 
The Governor’s office will also begin the drafting of the transfer 
instrument and the management contracts. Governor Edgerton will | 

| wish to discuss these drafts with me after his return from Washington, 
| and as soon as we have conferred and reached agreement concerning } 

| them I will transmit the drafts to the Department for consideration. | 
Respectfully yours, Epwin C. Wizson | 

The Ambassador in Panama (Wilson) to the Chief of the Division of 
the American Republics (Bonsal) eee | 

ce ge ss Pawand, April 21, 1943, 
Dear Put: In my letter of yesterday, April 20,22 T mentioned that E 

Tam now working along the line of trying to obtain the consent of the 
‘Panamanian Government to retention by the United States of control | 

* Department of State Treaty Series No. 945;.58 Stat. (pt. 3) 1807. 
 ™Despatch No. 8990, not printed. | | F
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over the water.and sewerage systems in. New Cristobal, feeling that if . 
this can be done it will go far to remove a potentially important source _ 
of friction in the future between the United Statescommunity in New 

Cristébal and the Panamanian authorities, : 
| -- Qne point which has importance in connection with this matter _ 

has now come up, of which I desire to inform you in order that you 
may be posted, in the event the necessity for rapid decision and action 
by the Department becomes necessary. In a further conversation 
with Dr. Fabrega * concerning this question of the special status of 

| the water and sewerage systems in New Cristobal, he mentioned that 
he was aware that the Panama Canal had collected in water rates.in 
the cities of Panam4 and Coldén during the past years a sum over and 
above the amount applied to expenses and to amortization and inter- 
est, of some $500,000. He said that-it was his understanding that this 

sum belonged te Panam4 and would be returned to Panama at the | 

time of transfer of the water and ‘sewerage systems. He said that _ 
this amount of money, which had been collected by the Panama Canal 
as “excess amortization” was almost equivalent to the existing un- 
amortized balance.. In other words, if the United States should re- 
tain these monies it would mean that Panama had in fact paid com- 
plete amortization up to the date of 1957 on the systems, and Panama 
would receive no benefit from the United States beyond advancing 

| the date for transference of all of the systems. He said that it had 
been generally understood in Panama, and this had been brought out 
in the hearings in Washington, that the United States had desired to 
undertake a generous action towards Panam4 as regards the water 

and sewerage systems, and to waive the unamortized balance which 
- Panamé4 owed under the 1903 Treaty. He pointed out that the rate 
and rhythm of amortization of these systems was specified in Article 

_ VII of the 1903 Treaty, which provided in effect that the United 
States would collect water rates sufficient to amortize the principal 

| cost of the works.within a period of fifty years. Any “excess” amor- 
tization over and above the rate specified in the treaty, of course be- 

- longed to Panamé and not to the United States. Dr. Fabrega then 
made the statement that if Panam4 were to agree that ownership of | 

: the New Cristobal water and sewerage systems should not pass to 
Panamé, but should be retained by the United States, this would be — 
more readily acceptable and understood by Panamanian opinion if 
it were known that Panamé was in fact receiving the benefit of waiver 
by the United States of the unamortized balance on the Colon and 
Panamé City systems. If, on the other hand, the United States 
should in effect pay itself as of the date of transfer of the systems the 

»* Octavio Fabrega, Panamanian Minister for Foreign Affairs. So 
* Foreign Rélations, 1904, p. 543; Treaty Series No. 431; 33 Stat. (pt. 2) 2234.
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total amount of amortization, contrary to the expectations of Panama, . 
then it would be very difficult to understand why Panama should be 
called upon to agree that the New Cristobal systems should remain in 

the hands of the United States. | cee | 
Immediately after my conversation with Dr. Fabrega I spoke with 

Governor Edgerton, who confirmed to me that the Panama Canal. | 
had in fact collected a sum considerably in excess of the $500,000 
mentioned by Dr. Fabrega from the water rates over and above the © 

~amount which had been applied to amortization. In fact, the Gov- . 
ernor said that there was on hand today an excess sum of monies 
collected in water rates which almost equalled the unamortized balance. — : 

_ Governor Edgerton said that he believed there had been a phrase in- | 
cluded in the exchange of notes of May 18, 1942, relating to the ac- | 

_ counts for the water works and which provided in effect that the | 
books would be closed as of date of transfer of ownership with no | 

_ refund to Panama. We looked up the phraseology in the exchange | 
_ of notes and found the sentence reading: a oo | 

_ “Tt is understood that there will be no refund to Panama of amorti- | 
zation and interest payments or charges of any kind based on the 
Convention of 1903 and on the contracts of September 30, 1910.”. | 

| It appears, however, that this excess amount collected by the Pan- 
| ama Canal was not applied to amortization or interest, but has been 

held out as a separate fund. It has not been paid into the Treasury ) 
as general receipts, and is still available for disbursement by the ; 
Panama Canal, although the Governor believes that the consent of . : 
the Comptroller General would have to be obtained to pay it out. 
The Governor states that the contracts of September 30, 1910 pro- ; 

vided that water rates collected in excess of the treaty rate of amorti- 
zation could be applied to additional amortization. In fact, however,. | 
the excess monies collected were not so applied, but have been retained,, ; 
as stated above, asaseparatefund. a ee | | 
_ Under the circumstances, it seems to me clear as a matter of good 
faith and fair dealing with Panamé, that this sum collected by. the: : 
United States from the water rates in Panamé over and above the | 
treaty rate of amortization, and which has not been applied to amorti- ' 
zation, should be returned to Panama at the time of transfer of the _ 

| water and sewerage systems. In fact, I think there can be no doubt,. : 
as I am at present advised, that this sum of money belongs to Panamé, _ : 
and always has belonged to Panamé, and that there can be no justifica- I 
tion for its retention by the United States. Certainly it has been 1 
contemplated throughout this negotiation concerning the transfer of | 
the water and sewerage systems, and this is brought out from the hear- tf 
ings on the legislation in Washington, that the United States intended 
to forgive to Panama the unamortized balance of approximately |
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$800,000. For the United States now to seek to appropriate to itself a 

sum belonging to Panam4 approximately equal to this unamortized _ 

balance, and therefore in effect to make no waiver whatsoever of the 

unamortized balance would be contrary to the spirit and to the letter of 

what the United Statesand Panamé haveagreed. = 

Futhermore, and quite apart from the considerations of right and - 

good faith involved, it is quite obvious that if we should seek to retain | 

this sum of money belonging to Panam4, there would be no possibility 

; whatsoever of obtaining Panam4’s consent to continuing ownership 

by the United States of the New Cristébal water and sewerage systems. : 

This latter point is of utmost importance, in my judgment, and, apart 

from all other considerations, we should make every effort to continue 

this ownership. | oe - a | oe 

| ‘It may be that, during future conversations with the President and — 

the Foreign Minister, the question may be raised definitely in the form 

that Panam4 will agree to continue United States ownership of the 

New Cristobal systems provided it is clearly understood that no ob- | 

 gtacles will be placed in the way of return to Panama of the excess — 

amount collected in water rates. In such case I may have to telegraph 

the Department and urge an early and definite reply, and it is with 

this in mind that I am outlining this question so that you may be 

giving consideration to it. oe — | 

_ With all best wishes, 
| —. Yours most sincerely, ne _. Epwin C. Witson 

—-T11F.1914/694 ea oe 

The Chief of the Division of the American Republics (Bonsal) to the 

—— Ambassador in Panama (Wilson) a a 

So CO WasHineron, May 5, 19438. 

| My Dear Mr. Ampassapor: I refer to your letter of April 21, 1948 

relative to the retention by the United States of control over the water 

and sewerage systems in New Cristébal and particularly to that part 

of your discussion regarding the disposition of the net surplus of ap- 

proximately $500,000 resulting from water revenue collections in the 

| Republic of Panama. You state that this money is being held by the 

| Canal Zone authorities in a separate fund. Upon the receipt of your 

letter I asked Mr. Wise * to make a study of the question of the surplus 

| revenues. Attached for your information is a copy of a memorandum 

dated May 1, 1943 ** prepared by him as a result of his investigation 

and discussion with the Legal Adviser’soffice. oo | 

_. 8Murray M: Wise, Division of the American Republics. | Oe : 

._ ® Not printed ; Mr. Wise concluded that the United States should not turn over 

| the fund to Panama. | - BF | . |
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It is my recollection that in choosing the phraseology for that part 
of the Department’s note of May 18, 1942 relating to the accounts for 
the water works, this Government intended to avoid the possibility of 7 
being called upon to make any cash refund whatever to Panama as well 
‘as to avoid any controversy with Panama regarding our bookkeeping. 
You will recall from the minutes describing the meetings between the 
Under Secretary and the Panamanian Foreign Minister in Washing- . 
ton during the summer of 1941,* the latter indicated thathe had some 
misgivings about our system of accounts. We have of course no com-_ 
mitment whatever to Panama relative to the amount of the value of the _ | 
unamortized balance of the water works. Ce ES ie a 
_ It is my opinion that it would be a mistake to turn this $500,000 over : 
to the Government of Panama even if it were legally possible to do ‘SO. | 
Instead, since this sum was collected from users of water, I think it | 

_ should be expended for their benefit. Perhaps the management con- . | 
tract now under consideration locally could include a provision regard- ) 
ing expenditures to be undertaken by us from the amount in question. — ! 
I definitely feel that this sum should neither be devoted to the general 
purposes of the Government: of the United ‘States, nor to the general : 
purposes of the Government of Panama, but should be spent in some | 
way which would directly benefit the consumers of water in both Colon 
andthe City ofPanama. - gg ee ~ : 

| _Thope that the above will meet with your approval and that you will 
_ endeavor to bring the Panamanian authorities around to this pointof == 

Withbestregards, OF | : 
Sincerely yours, — Plat] W. Blonsar] 

TF.1914/701 re | 

The Chief of the Division of the American Republics (Bonsal) to the 
Ambassador in Panama (Wilson) ~ ee | 

| - 7 | Wasuineton, May 17,1948. 
My Dear Mr. Ampassapor: I refer to our recent correspondence | 

regarding the disposition of the net surplus resulting from the water | 
revenue collections in the Republic of Panama and acknowledge the | 
receipt of your letter of May 7, 1943, with its enclosed copy of a 

_ communication, dated May 4, from Governor Edgerton to you.* I 
note that the surplus is considerably larger than we had thought; _ 
namely, some $900,000 rather than $500,000. I feel, and believe that 
you agree with me, that it would be highly undesirable for us to engage | 

** For correspondence concerning these meetings, see Foreign Relations, 1941, of vol. vir; pp. 442 ff. a een Tee E * Neither printed. | feo ode gt :
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| in any discussion whatsoever with the Panamanian Government 

relative to the amount of thissurplus.. ee 

Fortunately, Governor Edgerton is not strongly advocating that 

| the remaining unamortized capital cost. of some $824,000 be liquidated 

from the existing surplus for I concur fully with you that this would 

not be the proper method of disposing of these funds, In presenting 

the legislation to the Congress it was made perfectly clear that the 

enactment of the bill would relieve Panama of all further obligation _ 

| of amortization and interest payments. The House and Senate were 

- , never led to believe that the unamortized value would be collected in 

any way from Panama. It was contemplated that the legislation 

would wipe out all Panamanian indebtedness, in so far as the water 
and sewerage installations were concerned.  —s_’ | 

I was glad to note your reaction to my suggestion that this surplus 

_ fund should be.expended for the benefit of the users of water from 

whom the monies were originally collected. I did not wish to imply, 

however, that.this fund should be applied to the cost of operation of 

the water and sewerage systems, or to garbage disposal in the cities 

of Panama and Colon. In fact, I feel strongly that the surplus water 
fund should be used only for capital purposes. eG 

; _ I have examined again our files and find that in a memorandum of 

March 20, 1942 %* Dr. Stayer, Chief Health Officer of The Panama, 

Canal, pointed out the following to Governor Edgerton with respect 

to the current condition of the water and sewerage systems: 

“The aqueducts of both sewerage and water systems are old, the 
terra cotta of the sewers has resulted in seepage, and the corrosion of 
the water pipes is such that renewals in the near future will be required. 

at considerable expense. It is not beyond some doubt that such 

deteriorated materials would: lead to eross-infection from sewers to 

water system and since any cross-contamination would be a health 

hazard to Canal Zone residents as well as residents of Panama, it is 

best to keep control of the entire systems. The cost of replacing _ 

| worn aqueducts would be prohibitive from the Republic of Panama 

standpoint.” | , 

~ As you know and have pointed out to the Department so many times, 
it is very necessary that these installations be kept in good repair in 
order to avoid unsanitary conditions in such a, vital and strategic area 
of the Isthmus. Obviously, the Panamanians are not able either 

| financially or technically to make the repairs which are needed. Since 

the application to repairs on the water and sewerage systems of the 
surplus under discussion would apparently relieve Panama of appre- 

ciable expenditures in the very near future I am. inclined to feel that 

it will not be difficult to obtain complete agreement from the interested 
parties regarding thisuse ofthesurplusfund. => So 

* Not printed. , an :
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| -_[ shall be anxious to hear from you again on this question and to 
be kept fully informed on the development of Governor Edgerton’s 
thoughts on the matter. ees a 

| With best regards, oo, = a os | | eG | a 

_ Sincerely yours, - P[are] W. Blonsat] 

T11F.1914/714 a ee 

- The Ambassador in Panama (Wilson) to the Chief of the Division — 
of the American Republics (Bonsaly | 

| : OO Panama, May 26, 1948. 

Dear Put: I acknowledge receipt of your letter of May 17, 1948, 
: in further reference to the disposition of the surplus collected from | 

_ the water rates in the Republic of Panama. | | | 
_ Tam glad to note that you are of the opinion that it would not be : 
the proper method of disposing of these funds to use them to liquidate : 

the remaining ‘imamortized capital oist’ of ‘the systems fron this =| 
existing surplus, 

_ Talso note that you feel strongly that this surplus water fund should . : 
be used only for capital purposes. In this connection you will have | 

, seen from my letter of May 19,2? which crossed your letter of May 17, _ 
that I had already adopted the idea of devoting the strplus to needed 
repairs of the systems, and that I had made a suggestion in this sense ) : 
both to President dela Guardia andto Dr. Fébrega. a 

_ Governor Edgerton tells me that without having made a detailed 
estimate of the cost of repairs required by the systems and which 

have been deferred during the emergency, he believes that the cost _ 
would be between $200,000 and $300,000, certainly not beyond the 
latter figure. He mentioned that as a matter of fact the amounts 7 
spent on repairs of the systems during the emergency compare rather 
favorably with amounts spent for similar purposes prior to the emer- | ' 

_ gency. Nevertheless, he believes that up to $300,000 could be well 
_ spent on additional repairs to the systems. Inasmuch. as the surplus 

is now something over $900,000, and is being increased at the rate ot 
__ of about $25,000 a month, this would mean that with the earmarking 

of $300,000 for repairs we would still have a surplus at the time we 
transfer the systems to Panama of close to $700,000. Governor Edger- | 
ton also informs me that expenditures on capital cost account of the — | 
water systems should be made in the residential section of Panamé 
City beyond Bella Vista, where the Panamanian Government installed & 
water pipes too small in size to provide adequate pressure... This _ 
residential section thas. been developed considerably of late and will f 

"Not printed, |
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receive much greater development in the post-war period, and Gov- 
_ ernor Edgerton believes it would be desirable to install additional 
water pipes in order that that section may be properly serviced. We 
do not know as yet what the estimated cost of such installation would 
be and presumably it would still leave a balance available for capital 

| purposes from the surplus. ee | 
[Here follows a discussion of legal aspects of the question of apply- 

ing the fund to amortization or to repairs. | | a Se 
- With best of wishes, — BT ee 

| Yours very sincerely, == = =~ +~=Epwin C. Watson 
| . | 

711F.1914/736 _ | - , ee 

_ Memorandum of Conversation, by the Ambassador in Panama. | 

BS Panama, July 28, 1943. 
~ Governor Edgerton and I called today by appointment on the Min- 
ister for Foreign Affairs and handed him for his consideration the _ 
attached. draft of instrument of transfer to Panama of the water and 

- sewerage systems in the cities of Panamé and Colén and agreement 
respecting incidental and related matters (this draft is copied from 
the fourth draft enclosed with Governor Edgerton’s letter to me of - 

July 7, 1943) 29 | oo a Oo | | 
We explained at the outset. that this draft was prepared. on the 

basis of transferring only the systems in the cities of Panam4 and 
Colén, and retention by the United States of the New Cristobal sys- 7 
tems. In this connection I referred to the various conferences I had 
had with the President and the Foreign Minister at which I had ex- _ 
plained the reasons which made this appear advisable, and to conver- 
sations which Governor Edgerton also had had with the President on. 
this subject. Dr. Fabrega said that he recalled that we had discussed 
alternative ways of handling this matter, one being a transfer to 

| Panama of the New Cristobal systems as well but with provision in 
the transfer instrument for continued operation and maintenance by 
the United States, the United States to assume all cost of such opera- 
tion and maintenance and Panam agreeing not to charge the United 
States for the water consumed in that area. He said that he preferred. 
an arrangement along this line rather than that proposed in our draft, 
which provided for continued ownership by the United States of the 

Copy transmitted to the Department by the Ambassador in Panama in his: 
despatch No. 4473, August 11; received August 18. P00 bee Mo 7 

* A copy of Governor Edgerton’s letter of July 7 and its enclosures (memo- 
randum of Acting General Counsel, dated June 16, 1948; and two drafts of | 
instruments of transfer) were transmitted to the Department by the Ambassador 
in Panama in his despatch No. 4349 of July 15; none printed. | |
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_ New Cristobal systems. He said, however, that he would study the _ 
| draft and would lay it before the Panamanian Government for con- 

| sideration, advising us as soon as possible of the Government’s views _ 
in the matter. | Ee. : | 

_. With reference to paragraph 4 of the draft, Dr. Fabrega pointed 
out that the United States presumably would continue not only to 
maintain and repair the pavements in New Cristobal, but also to pro- 
vide for garbage collection and street cleaning. We agreed to this— | 
the omission of reference to these matters had taken place inadvert- _ 
ently in preparing the draft. oe PES 

As regards the disposition of the surplus funds (paragraph 5 of 
the draft), we had some discussion. We went over familiar ground 
discussed in past conferences, Dr. Fabrega stating that it was his 
belief that the phraseology employed in the exchange of notes of May 
18, 1943 [2942], had protected the right of the Panamanian Govern- | 
ment to receive the surplus funds, and I pointing out the view of the _ 
State Department that the phraseology of the exchange of notes 

- definitely relieved the Government of the United States of making any | 
refund to Panama. Dr. Fabrega said that he would appreciate having __ | 
in writing a statement of the views of the Department of State so that | 
such views could be considered by the Panamanian Government. ITs 

_ said that I would be glad to put these views in writing and send them 

_ It was agreed that Dr. Fabrega would let us know when he was in 
_ a position to discuss these questions further, ah fees a: 
AE 8 NESE | 7 — Epwin C. Winson | 

- T11F1914/729:'Telegram | an | 
‘The Ambassador in Panama (Wilson) to the Secretary of State | | 

AP Panama, August 8, 1943—2 p.m. — 

| _ 411. Your 356, August 2,11 p.m.*° The idea of a management con- | 
tract has not been abandoned, paragraph 4 of the draft instrument for 
transfer of water and sewerage system transmitted with my despatch 
no. 4349 of July 15th *° was prepared on the basis that that document 
terminates the responsibility of the United States so far as existing 
obligations are concerned. Agreement on a management contract, if E 

__ the Government of Panama desires one will constitute a new obligation ; 
which will be defined in the management contract itself and authority : 
for the assumption of which by the United States would be conveyed F 
by the proposed Executive Order. _ oo 

“Not printed. cg Oe re |
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~~ “With reference to the final paragraph of my despatch no. 4849, Gov- 
: ernor Edgerton and I submitted to the Foreign Minister on July 28th 

the first draft instrument of transfer covering the transfer of the 

water and sewerage systems in the cities of Panama and Colon only. 

At our next conference with the Foreign Minister, which is subject to 
his call, wé propose to submit a draftmanagement contract. _ 7 

ee  Wrison 

711F.1914/728 | | Br 

The Secretary of State to the Ambassador in Panama (Wilson) 

: No. 2702 , _.- Wasnineron, August 4, 1943. _ 

Sir : Reference.is made to your despatch no. 4369 of July 20, 1943 # 

| in which it is reported that the Government of Panama has raised the 

question, pursuant to the agreement reached by the two governments 

on item 10 of the Washington exchange of notes, dated May 18, 1942, 

of moving the Panama railroad station and yards toa new site. 

| _. In its original memorandum, dated February 18, 1941,** covering the 

) twelve points in the relations between the two countries with respect to 

_ which positive action by the United States was requested, the Pana- | 

a manian Government set forth its desires regarding the railroad station 

| and yards in the following phraseology : | 

| “That the Railroad move the station to another place within the ter- 

ritory under the jurisdiction of the United States and that the yard 

and other sites occupied by it remain free and pass to Panama so that 

communication between the residential districts and the center of the 

city may be improved.” Oo oe 

In asubsequent memorandum of June 28, 1941, following informal 

conversations in Washington between the Under Secretary of State 

and the Panamanian Minister of Foreign Affairs,‘* the Panamanian 

Government developed its views on item 10 to the following extent: 

“The Government of Panama sees with satisfaction the promise 
made by the United States Government to change the railroad station 

of the city of Panama, so as to facilitate the plans for urban improve- 

ment. I¢ considers it advisable, however, that the Government of the 

United States undertake to change the said station to a spot within the 

Canal Zone, or under Panamanian jurisdiction, as the Republic of 

Panama may decide at the time. When the change of the railroad 

station is made, the present station, the patio used now by the Railroad 

' Company, and the various buildings adjacent to the said patio and be- 

Jonging to the said Company will pass to the possession of the Govern- 

ment of Panama.” | Oe | 

, “ Not printed. | | . — | 
“ Foreign Relations, 1941, vol. v1, p. 430. 

* Toid., p. 453. — | 

“ Raul de Roux.
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In the final exchange of communications with the Panamanian Gov- 

: ernment on the twelve points this Government’s decision with respect 
| to the transfer to a new site of the railroad terminal facilities in 
| Panama, City read as follows: | 

“The Government of the United States agrees to comply with the 
wishes of the Republic of Panama regarding the removal from their i 
resent site of the terminal facilities of the Panama Railroad in 

| Panama including the station, yards and other appurtenances. This 
agreement, however, is subject to the making available without cost. 
to the Government of the United States by the Republic of Panama 
of a new site deemed suitable for the purpose by the two Governments.” — 

From the foregoing it would appear that while this Government _ 
is definitely committed to remove from their present site the terminal 
facilities of the Panama Railroad, subject to the making available | 
by the Panamanian Government of a new site deemed suitable for : 

_ the railroad station and yards, there was no agreement concerning the 
time when this project would be undertaken. However, as you are 
aware, and as Governor Edgerton has rightly pointed out to the | 
Panamanian authorities, this Government has considered the removal _ 

_ of the railroad terminal as an undertaking for the future and as a | 
- matter not in any way connected with the transfer to Panama under : 
_ the provisions of recent legislation of lands not needed for railroad | 

purposes. This Department feels that the Panamanian Foreign Min- 
ister has no grounds whatsoever for believing that the deed. for the | 
transfer of the railroad lots, now being prepared pursuant to the : 
provisions of United States Public Law No. 48 of May 3, 1943,* : 
should also include the lands now used in Panama City for the rail- | 
road terminal. In this connection it should be pointed out that in 
the Department’s description and maps of the lots which are to be 
transferred to Panama (see exchange of notes, dated May 18, 1942) f 
there was no indication that a transfer of the lands in Panama City | 
currently being used for railroad purposes, was contemplated. In | 
fact, the documents show that the lots covered by the railroad station 
and yards were marked “Property necessary for Railroad business,” | 
From the beginning of negotiations on the item discussed above 

the War Department pointed out that the necessity for handling large 
amounts of incoming freight consisting of defense materials makes 
it highly inadvisable to interrupt its transportation program by chang- | ; 
Ing during the present emergency the location of the railroad station oF 
and yards. Furthermore, until a prudent interval has elapsed after | 
the opening of the Trans-Isthmian and Inter-American Highways, 

“This act provided Congressional authority for the Department of State to — put into effect three of the twelve points in the agreement of May 18, 1942. ; 
| 461-035—65——_43 oe | _
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it would seem almost impossible for the Canal Zone authorities to 

determine the exact requirements under normal peace-time conditions 

of the Panama Railroad Company for its terminal facilities on the 
Pacific side of the Isthmus. Then too, there is always the possibility 

that development in air transportation following the end of the present 

war may considerably affect the passenger and freight business of the 

Railroad. / | a, Oo 
In view of these circumstances this Department is definitely of the 

opinion that there is no possibility during the present emergency of 
complying with the Panamanian request for the change in location - 
of the terminal facilities of the Panama Railroad Company in Panama 

City. For your own information the Department considers that it 
is highly ill-advised of the Panamanian authorities to raise this issue 

again at this time. Accordingly, at an early opportunity you are 
requested to discuss the Department’s attitude on this question with _ 
the Governor of The Panama Canal and thereafter, in his company, 
you are requested to make this Government’s position unmistakably 

| clear to the appropriate officials of the Panamanian Government. _ 
Very truly yours, For the Secretary of State: 

| | | | | SumNER WELLES 

| 711F.1914/734 = a oe | 

Memorandum of Conversation, by Mr. Murray M. Wise of the 
— Davision of the American Republics | | 

Oo [Wasuineron,] August 11, 1943. 

Participants: The Ambassador of Panama, Mr. Bonsal, and Mr. 

Wise. | | — | 

Ambassador Jiménez called at the Department this morning to 
discuss matters relating to the removal of the terminal facilities of the 
Panama Railroad Company from their present site to a new location 
in Panama City. He referred to this Government’s commitment, as. 
recorded under Point 10 of the Memorandum of May 18, 1942, to move | 
the station, yards, and appurtenances. The Ambassador called at- | 
tention to that Section of United States Public Law No. 48, 78th Con- 

gress, approved May 3, 1943, which provides that the authority to con- 
vey to Panama the lands of the Panama Railroad Company “. . . shall 
not be exercised after June 30, 1944” and, in that connection, stated 
that the President of Panama had asked him to discuss with the De- 
partment the possibility of taking some action now to earmark for 
transfer to Panama those lands which are at present being used for 

| railroad terminal facilities in Panama City. (It will be recalled that 
recently the Panamanian Government raised the question of remov-



| | [oP ae PANAMA _ ES os 665: 

ing the railroad station and yards to a new site and that the Depart- 
ment instructed Ambassador Wilson to inform the Panamanian 

_ authorities that there would be no possibility during the present emer- 
gency of complying with the Panamanian request.) / a 

_ Mr. Bonsal explained to the Ambassador that in considering what | 
lands were to be transferred to Panama under the provisions of Public 
Law No. 48, the Secretary of War had designated the lots occupied | 
as railroad terminal facilities in Panama City as necessary for rail- 
road business. (In seeking the authority of the Congress for the oe 

| transfer of the railroad property, as provided for in Public Law No. 
48, it was clearly shown in the documents and maps that the lots 
covered by the railroad station, yards, and appurtenances were to be 
retained by this Government.) He pointed out that in view of these 

_ circumstances there is no authority under the terms of Public Law 
No. 48 for the transfer of the railroad station lots. Mr. Bonsalthen  _ 
stated that it was his definite opinion that should the Secretary of 
War find that these lots were unnecessary for railroad purposes (in the 

_ event that a new site were made available by the Panamanian Govern- | 
ment and deemed by both Governments to be suitable) the Executive | 
Branch of this Government would necessarily have to seek Congres- | 
sional approval for their free transfer to Panama. a | | 

Mr. Bonsal took this occasion to point out to Ambassador Jiménez | : 
_ that neither this Government nor the Government of Panama could | 

_ justifiably contemplate at this time the disruption of railroad traffic | 
and freight handling or the diversion of critical materials needed for 
the war effort to the construction of a new railroad station and facili- 
ties. Mr. Bonsal informed the Ambassador of his opinion that this 
Government would wish to consider the moving of the railroad sta- 
tion as a part of a general program of civic improvement which would __ 

_ affect property owners other than the Railroad Company. In making . | 
these statements Mr. Bonsal left the definite impression that under no 
circumstances could this Government consider the moving of the rail- 
road station to a new site during the present emergency and that it was. | | 

_ his opinion that the whole question of the removal of the station and | 
the disposition of the land occupied by it was not a matter for further 4 
current negotiation. a | : 
Comment: — | | - 
Upon the Ambassador’s withdrawal, Mr. Bonsal stated that it was | 

his own personal opinion that the policy of this Government, as in- : 
dicated by the enactment of Public Law No. 48, would seem tobeto = ~~ | 
transfer to the Republic of Panama without charge real estate in the ' 

_ cities of Panama and Colén, now occupied by the Panama Railroad or | 
_ by other agencies of this Government, which may at some future time : 

be found no longer necessary for the operation of the railroad or for |
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the operation, maintenance, sanitation, or protection of the Canal. 

However, in accordance with the terms of Public Law No. 48, he be- 

lieved new Congressional authority would be required for each such 

transfer. _ oe . | 

711F.1914/738 | - oe | a 

Memorandum by Mr. Murray M. Wise of the Division of the American 
Republics * a 

_ [Wasuineron,] September 3, 1943. 

‘In accordance with instructions from the Department,” Ambassa- 

dor Wilson has clearly stated to the Panamanian Foreign Minister | 

this Government’s position with respect to a change in the site of the 

Panama railroad station and yards. Dr. Fabrega says he cannot see 

why these particular lots should not be included in the deed of con- - 

veyance now under preparation. He explained that his government 

| was not especially interested in seeing the station moved at this time 

but that it was feared that unless the station lots were included in the 

present deed, the whole question of their transfer at some future 

time would have to be taken up with our Congress. Amb. Wilson | 

| said his instructions definitely disposed of that point by emphatically 

stating that any transfer of these lands would require Congressional 

approval. | | | | | 

The Minister said he would report our position to the President. 

Speaking laughingly he said the Panamanians were obstinate nego- 

tiators and probably would insist on their point of view. The Am- 

bassador said he was aware of Panamanian obstinacy but hoped 

that the Minister would advise the President that the U.S. Gov’t had 

spoken definitively. | a | 

711F.1914/740 : Airgram 7 ee | 

The Secretary of State to the Ambassador in Panama (Wilson) 

_ Wasuineron, September 11, 1943—4: 30 p. m. 

A-1527. Reference your despatch no. 4570 of September 1, 1943.% — 

- The Department’s note of May 18, 1942, to the Panamanian Govern- 

ment stated that in transferring the water works and sewerage sys- 

tems it was to be understood that there would be “no refund to Panama 

, 4 Addressed to Paul C. Daniels of the Division of the American Republics, and 
to the Chief of that Division (Bonsal). | 

47 Instruction No. 2702, August 4, p. 662. — | 

“Not printed. | | a
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of amortization and interest payments or charges of any-kind based = 
on the Convention of 1903 and on the Contracts of September 30, | 
1910.” (Underlining supplied) | 

The Department believes that the underlined phraseology has only 
one legal interpretation; namely, that this Government is in no way 
committed to return to Panama the surplus water rates collected and 

_ ‘now being held by The Panama Canal. Furthermore, the Depart- 
| ment agrees with Governor Edgerton that The Panama Canal will 

need statutory authority to expend the surplus funds on repairs or | 
necessary extensions of the water and sewerage systems in the cities 
of Panama and Colén. Accordingly, the Department believes that | 
the Panamanian contention, as set forth in the memorandum for- ee 

_ warded with the despatch referred to above, should not be accepted, oe 
but that you and Governor Edgerton should definitely maintain the 
position which you have already taken before the Panamanian a 
authorities. | | | | | 

In connection with other points raised by Dr. Fabrega in the memo- 
randum, the Department is interested in knowing whether a draft — 
management contract has been prepared (your telegram 411 of August _ | 
3) and whether it is contemplated that the management contract will | 
be signed simultaneously with the signing of the instrument of | 
transfer, | | 

‘T11F.1914/744 fee a BS | 
Memorandum by Mr. Murray M. Wise of the Division of the American | 

Co pee  Republics® | a | 
| ee _ [Wasutneton,] September 23, 1943. : 

. Ambassador ‘Wilson and Governor Edgerton have conferred further | 
with the Panamanian Foreign Minister concerning the draft instru-  F 
ment designed to transfer the water and sewerage systems. Dr. : 
Fabrega insists that his Government cannot understand our view re- 
garding the “surplus” funds and that a formal note will be sent the 
State Department through the Panamanian Embassy at Washington | oF 
setting forth the Panamanian point of view. Ambassador Wilson 
assured him that the United States Government would maintain its F 
‘position, Oo ee I 

_ Governor Edgerton told Dr. Faébrega that there was no question in | 
_ his mind that the spirit and intent of the exchange of notes of May 18, 7 
1942 and of Public Law 48 provided for the transfer to Panama of —__ 
the New Cristébal systems, but that, as a practical matter, he felt it — a 

© Addressed to the Chief and the Assistant Chief of the Division of the F American Republics. . | re
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would be much better, particularly since it would be difficult for him 

to expend United States Government funds on the New Cristobal 

systems once they had passed out of ownership of the United States, 

if such ownership could, in fact, be retained provisionally by the 

United States. Dr. FAbrega said this had been carefully considered 

by the Panamanian Cabinet which had decided that the New Cristobal 

systems should pass to Panama as intended by both Governments. 

Ambassador Wilson pointed out that he could find nothing in the Pana- 

manian Constitution which would oblige the Panamanian Government _ 

‘to limit an operation contract toa period of twenty years. a 

~ Governor Edgerton feels that the Panamanian figures relative to a 

71% cent instead of a 9 cent water rate, are not convincing. | 

A further meeting with the Foreign Minister is contemplated and 

‘in the meantime Governor Edgerton is preparing an informal memo- © 

randum setting out in detail for the Panamanian Cabinet our points 

of view.*° | a , 

| 711F.1914/752 | | | | 

Memorandum by Mr. Murray M. Wise of the Division of the American 

| OC Republics * 

[WasuineTon,| October 19, 1943. 

Rerocation or Ramroap Station In Panama City 

I had a talk with Governor Edgerton this afternoon regarding the 

above subject. He stated that-of course the Railroad could not con- — 

sider moving the station during the emergency, but added that if he 

were properly approached by the Panamanians he would be glad to 

proceed with a survey of the proposed site. He said the cost of the © 

‘survey will run into several thousand dollars, a sum which the Rail- | 

road Company will pay if it is finally decided that this is not a cost 

which can justifiably be charged to the Panamanians. He said that 

he would resent very much a request asking for a survey of the site 

at our expense, since he prefers offering to pay the cost only after 

| he has asked the Panamanians to do so and has been told that they 

- desire to avoid this expenditure. In other words, he wants the 

Panamanians to feel that our paying this cost is not an obligation, 

but rather wants it to be considered as another definite gesture or 

concession on the part of this Government. This puts the Governor 

in a better light and may better his bargaining position on some other 

phase of this negotiation. co | 

©The negotiation for the transfer of the water and sewer systems was not | 

concluded until December 28, 1945. | 
_ Addressed to the Chief and the Assistant Chief of the Division of the 

American Republics. | . :
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The Governor states that he believes that the site being offered by - 
| the Panamanians is a good one and is acceptable when considered in 
| relation to the Trans-Isthmian Highway, the Inter-American High- 

way and the international airlines. He believes that if the survey 
_ turns out as he believes it will, we can say to the Panamanians that 

_ the site will be acceptable if properly prepared (improved) by the 
-Panamanians at their expense. This preparation will include filling, — 
grading, building proper approaches (streets), and installing water 
and sewer facilities. The Governor further believes that negotiations , 

_ can'then be entered into for the purpose of determining the conditions 
| which will control the transfer when it is made after the war. These 

details, among others, will include disposition of the land now occupied 
and the sale of the buildings on the present site. — ne 

: I believe the foregoing is more or less what Mr. Duggan had in © 
mind. The Governor believes that if we are approached again by the 

_ Panamanians we should state that these decisions rest principally with 
_ the Canal Zone authorities and that they should be approached 

through our Embassy at Panama. In other words the Governor feels 
that the “ball” is down there. The Governor expects Dr. Fabrega 
to get in touch with him again after he has discussed the matter fully —__ 
with the Panamanian Minister of Finance. 7 Bes | 

_ AGREEMENT BETWEEN THE UNITED STATES AND PANAMA PROVID- | _ ING FOR A HEALTH AND SANITATION PROGRAM, EFFECTED BY EX- | 
_ CHANGE OF NOTES SIGNED DECEMBER 31, 1942, AND MARCH 2, 1943 

[For text of agreement, signed at Panama, see Department of State | 
/ Executive Agreement Series No. 428, or 58 Stat. (pt. 2) 1451.] :
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DISCUSSIONS BETWEEN THE UNITED STATES AND PARAGUAY _ 

| - CONCERNING DEFENSE PROBLEMS - | | 

800.20234/33 | | | - | So 

The Ambassador in Paraguay (Frost) to the Secretary of State 

No. 669 | — s  Agonorén, January 2, 1943. 

| SC [Received January 7.] 

Sm: I have the honor to transmit herewith a memorandum? pre- 

pared by Mr, Frank G. Siscoe, the Legal Attaché of this Embassy, 

respecting Axis organizations in Paraguay, from which it appears 

that the Paraguayan Ministry of the Interior proposes to ‘place an 

- interventor in each German and Italian association or similar entity 

in Asuncién, — , a 

~The salary of 10,000 Paraguayan pesos per month which each 

association will be forced to pay to the interventor, while it may seem 

small, is quite likely to result in the dissolution of a number of the 

_ organizations listed, as they are now financially in poor shape. In 

any event the new measure is calculated to be most helpful. | 

, The Legal Attaché and Third Secretary George D. Henderson 

| who have been in constant contact with Sefior Mario Ferrario, are 

to be congratulated on this development. (The arrival of Lend-Lease 

- material here, the development of the Department’s various projects 

for economic, sanitary and agricultural aid, and the military and naval 

successes of the forces of the United Nations in the several theaters of 

war are, moreover, combining to change the atmosphere for the better 

in Paraguay.) | 

Respectfully yours, , - Westey Frosr 

834.24/329 ea | | 

The Ambassador in Paraguay (Frost) to the Secretary of State 

No. 679 | Asunct6n, January 6, 1943. 

Sir: I have the honor to report that on the whole the local reaction 

to the delivery of the first two Lend-Lease shipments * of arms and 

1 Dated December 31, 1942, not printed. 

2 Chief of the Division of Confidential Affairs, Paraguayan Ministry of Interior. 

’ For correspondence regarding the Lend-Lease Agreement between the United 

States and Paraguay, signed September 20, 1941, see Foreign Relations, 1941, 

vol. vu, pp. 473 ff. 
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equipment to the Paraguayan armed forces has been favorable. Com- 

bined with American success in North Africa and Allied military _ 

victories on other fronts, the arms shipments have probably constituted | | 
a prime factor in an increasingly noticeable shift of opinion in mili- | 
tary circles in favor of the United States. | | - | 
With the exception of a very few officers, military circles under 

the Morinigo* regime have not been friendly to the United States, 
_ and the powerful cavalry division stationed near the capital has been - 

at times actively, and always passively, hostile. It was therefore in 
these circles that disappointment may have lurked at the failure of 
delivering the Lend-Lease arms promised to Paraguay. This delay | 
was pointed to as evidence of the various faults attributed to the 

_ United States, and therefore served to keep alive pro-Axis and anti- 
American sentiments. eee ee ee 

Because there were many army and navy officers (in active service) 
who were convinced that arms were unlikely to arrive from the United 
States, the actual delivery of the first two shipments had a strong 

_ effect. Searching for some means of softening this certain persons 
_ began saying, after. the news of the contents. of the first shipment _ 

became known—that the sending of trucks instead of guns revealed | 
the duplicity of the United States. As reported in my despatch No. | 
618, of December 15, 1942,° the Argentine Embassy here was alleged | 

_ to have encouraged the circulation of a rumor to the above effect. 7 
Nevertheless, after the impact of the news of the first shipment, | | 

opinion in official and private circles began to reflect satisfaction over | 
the fact itself. When the second shipment was delivered a: few weeks | 
later, a definite change in opinion toward the United States mate- — 
rialized in military circles. Even the Cavalry Division Chief began to 
bestow social and other attentions on this Embassy. Finally, about 
4 week ago, a prominent naval officer (noted for his aversion to definite 
statements of fact or opinion, especially on international and political | 
matters) made a clear-cut, emphatic statement to Third Secretary : 
Henderson. Its substance was that this naval officer, who declared | 
that he could speak for the leaders of the armed forces, stated that 
the arrival of two shipments of Lend-Lease material spoke louder 
than any words or promises, and removed the last vestige of doubt as- 

_ to our sincerity; that the armed forces were genuinely impressed and | | 
even contrite over their former suspicions; that these shipments had | done more than anything else to bolster friendship for us; and that 
he was frankly amazed that the United States had “come through : 

| fPresident HiginioMorinign. = issstsisi‘—sSsSSS ° Not printed. vo a , ae ey - |
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with the goods” in spite of Paraguay’s virtual failure to fulfill its 
obligations of guid pro quo® = = = re 

Events on world battlefronts have naturally contributed much — 
toward creating a propitious setting for the apparent change in sen- 

-  timent outlined above. American victories in North Africa and the 
Pacific, as well as military successes of other United Nations, have 
finally made Paraguayan Nazi sympathizers realize that the Axis’ 
winning streak has come to an end, and that the United States in par- _ 
ticular has now brought into effective play its tremendous potential’ 

| might. Hitler’s star has consequently fallen measurably, especially 
among the military. | ea ee 

The sudden show of cordiality toward the United States may also . 
reflect the intense fear and hatred Paraguayans feel for Communism, => 
and which may impel them to magnify the role of the United States. 
in the war in an attempt to overlook Russian victories. _ | 

| Respectfully yours, Se . ‘Werstey Frost 

834.51/446: Telegram — Co a a oo 

- The Ambassador in Paraguay (Frost) to the Secretary of State | 

ae | Asunci6n, February 19, 1943—6 p. m. 
| a [Received February 20—2:15am.} 

| 85. For Under Secretary. President sent for me this morning to 

sound out possibility of loan or aid to build hangars for planes and = 
storehouses for other Lend-Lease material, estimating cost at $185,000,. 
and stressing that inquiry was personal and tentative. I ventured 

suggestion that such a request might make poor impression at Wash- | 

ington in view of very special Lend-Lease terms * for this country and 

in view of fact that economies of 3% in regular Paraguayan budget 

| would yield sum indicated. President said half heartedly that. 

doubtless I was right. Interview wascordial. = ) 

Ogee she Frost’ 

711.34/34_ eee mn “be | a ou — 

The Ambassador in Paraguay (Frost) to the Secretary of State | 

No. 88 | Asunci6n, March 3, 1943. _ 
: ae ae [Received March 12.] _ 

Sir: I have the honor to refer to my despatch No. 797 of February | 

1943 (File No. 800), which enclosed a communication denouncing 

°‘Paraguay’s obligations under the Lend-Lease Agreement were to repay a | 

percentage of the value of the lend-lease goods at the rate of $50,000 annually, | 

to negotiate equitable commodity agreements with the United States, not to | 

transfer title to defense articles, and to protect patent rights in the defense 

articles of American citizens. | - 
7 Presumably this refers to the articles under which Paraguay was obligated 

to repay $300,000 of the $11,000,000 authorized for defense articles for Paraguay.
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| American cooperation with the Morinigo Government and indicating | 
that no return cooperation has been secured.® In this connection it 
may be reported that certain American and other friends of democracy © 
residing in Asuncién and cities in neighboring countries are known to 

| feel that the Morinigo régime has not adopted measures or attitudes 
which justify the aid it has received. As the Department is aware | _ » the majority of the educated Paraguayans who favor the Allied cause, 2 
both in Asuncién and Buenos Aires, are hostile to President Morinigo; 

- so that Americans resident in both cities find themselves in contact 
with criticism of the present Government of this country as being | 
essentially uncooperative and anti-democratic. The Department will 
also recall that some three months ago, in Despatch No. 597,of Decem- its 
ber 9, 1942,° there was treated the absence of helpfulness in official 
quarters here on local matters relating to the war effort. : | 

At the present time, fortunately, it may be said that recent favorable 
_ actions have shown that previous such actions were in reality parts of Oo 

_ a considered policy of cooperation which is now plainly in full develop- a 
ment. In despatch No. 810, of February 20, 1943,° a succinct list. 
was supplied of twenty helpful steps taken by the Morinigo Govern- | 

ment, under the guidance of Dr. Argafia,’ beginning last September. 
Since the despatch was prepared this Government has (1) issued a | 
most cordial invitation to Vice President Wallace to pay an official | 
visit to Asuncién,™ has (2) improved the editorial friendliness of its — | 
newspaper, “7 Paraguayo, has (8) facilitated the instituting of our ) 
decentralized American-export control in Paraguay,” and has (4) , 
issued a nation-wide order to its authorities to tighten the control and : 
vigilance of nationals and agents of the Axis powers. While any 
Mercantile calculation as to exactly the amount of “aid” given on the | 
one hand and “cooperation” returned on the other would be invidious 
and ridiculous, it may assuredly be said that the Morinigo—Argafa : 

_ régime has now afforded much collaboration. Bae ek, we 
Dam impelled, further, to mention this Embassy’s. increasing com- , 

_ prehension of, and admiration for, the courage shown by Paraguay’s 
_ Yupture of relations with the Axis. The difficulties which the régime 

| ® Neither printed : the enclosed communication was anonymous. It expressed | the resentment of opponents of Morinigo that the aid given by the United States . f to his Government strengthened the dictatorship (711.34/32). Ses F ° Not printed. | | | | E - © Tuis A. Argafia, Paraguayan Minister for Foreign Affairs. _ eee E | _™ For correspondence on the visit of Vice President Wallace to certain Ameri- E can Republics, see vol. v, pp. 55 ff. | | F _ ™ For correspondence on export controls, see ibid., pp. 267 ff. | P * Paraguay severed diplomatic relations with the Axis on January 28, 1942. _&§ For correspondence on the reactions in the other American Republics to the *£ declaration of war between the United States and the Axis, see Foreign Relations, | F 1941, vol. vi, pp. 55 ff. 
:
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- faced in forming and putting through this decision have become more 

| apparent as our knowledge of the situation has grown. — (a) Our sus- © 

tained and detailed investigations and attempts at action in connection 

with the Proclaimed List have revealed the strength and ramifications 

of the German and Italian economic elements here. It cannot be too 

strongly emphasized that a majority of the commerce and industries — 

| have been in German and Italian hands, in this capital city of Para- 

guay. The international public is familiar with the existence of large 

German groups in the south of Chile and the south of Brazil, but these 

groups are not actually omnipresent én the capitals of the countriesin 

| question. The percentage of Germans and Italians and Paraguayans 

of German and Italian blood in and around Asuncién is, I firmly be- 

lieve, much higher than in any South American center of government. | 

(b) In the second place the influence of Argentina is phenomenally 

strong in Paraguay. As pointed out recently, no country in the - 

hemisphere has been so completely at the mercy of any other country 

as Paraguay at that of Argentina. Every step taken by Dr. Arganha 

in international affairs must be appraised in the light of the Argentine | 

. influences here. When critics dismiss Paraguay’s anti-Axis stand as_ 

meriting scant appreciation they ignore the ubiquitous German-Italian 

strength here and the crushing pressure from Argentina. Perhaps no 

one of the nineteen republics needed the fortitude and resolution 

_ which this republic did in taking the step. os 

[Here follows a discussion of the Paraguayan internal situation. | 

I also wish to make the point that General Morfnigo’s decision, 

adopted with great firmness a few weeks prior to the Rio Conference, 

and the subsequent pro-Ally steps taken by his Government have been 

largely due to the influence of Dr. Argafia. I was told again this week, 

as coming from the head of an English firm whose lawyer Dr. Argana | 

has been for many years, the same story which Dr. Argafia himself told 

me twenty months ago, namely that his attitude with regard to the war 

is based on his religious convictions. Certain of the Nazi doctrines 

and acts profoundly shocked his devout views, and his faith in Divine 

Providence led him to the conclusion that it would not permit the 

triumph of the barbarous and anti-Christian Nazi forces. I believe 

this is in very truth his attitude; and I question whether any Foreign 

Minister named by a Liberal or other soé-disant pro-democratic gov- 

ernment would have a stronger or more ineradicable determination to 

further the victory of the United Nations than that with which he is 

imbued. | a | | 

Respectfully yours, — a Wes ey F Rost
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811.20234/17: Aireram a se 

: | ‘Lhe Secretary of State to the Ambassador in Paraguay (Frost) — 

| ice tg _Wasuineron, March 18, 1943—7: 10 p. m. 
_ A-171. Your despatch no. 799, February 18.15 Department has 

_ considered carefully the matter of supplying publicity in the German 
language in Paraguay, realizing that the presence of large numbers 
of German-speaking families in the Encarnacién and Villarrica 
regions presents a special circumstance. . ne 

Similar problems regarding publicity for foreign-language groups 
have arisen in various other American republics. However, the De- 
partment has opposed the distribution of material under United States 

_ Government auspices in languages other than English or that of the _ 
_ republic concerned. For one reason, it is desired to avoid any sug- 

gestion of a United States Government appeal to racial or linguistic . 
| ‘groups within a republic over the head of the national government 

| involved. This general policy has been preserved even in cases such | 
_ as that reported by the Embassy, where the government involved | 

seems to have no objection. ces . ee | og 
The Department would have no objection, however, to supplying | 

a pro-democratic German-language publication with copies of our 
regular publicity material for its translation and use, Should such a 
paper be authorized and established in Paraguay. __ : | 

701.6234/52: Telegram oe : | i 
The Ambassador in Paraguay (Frost) to the Secretary of State | 

| ee 2 Pn ASUNCION, March 23, 1943—4 p. m. | 
ct | [Received March 24—2: 94 a. m.] 

141. After conversations between son of landlord of the German | 
Legation property and Assistant Naval Attaché 1 regarding rumors. 
of clandestine radio transmitter and other activities in German | | 
Legation, in course of which both individuals expressed desire to enter 
and verify activities, the former, a Paraguayan citizen, asked a high 
ranking official of the Ministry of Interior 1 to request that Spanish | 
Legation admit the United States Legal Attaché,* the United States 
Assistant Naval Attaché and the Ministry of the Interior official to 
the premises. As Legation is under protection of Spain and as 

* Not printed. a | _ | E “Lt. Joseph P. Morray. a | | |  - | ” Mario Ferrario, Chief of the Division of Confidential Affairs, 4 * Frank G. Siscoe. . :
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Spanish Minister *° was absent the elderly merchant Vice Consul” 

temporarily in charge of affairs of Legation was told directly that 

| he [was?] to accompany and open edifice for party. He did not feel 

like protesting and accordingly complied. Parenthetically nothing 

suspicious was found except few copies German-Argentine propa- 

ganda “hechos.” _ 
Above action was taken without consulting Naval Attaché * or while 

Ministry of the Interior official did not consult his Minister, or Foreign 

Office. Case was clearly one of zeal by all the young men concerned | 

none of whom has any considerable experience abroad. As entry 

seemed to constitute grave infraction of rights of Spain as protecting 

power and might be used by Germany to justify reprisals in kind, 

I called on Spanish Vice Consul following morning to inform him 

that my subordinates had acted without my knowledge or authoriza- | 

| tion and to suggest matter be kept confidential pending Spanish Min- - 

 ister’s return. He had already telegraphed Minister but otherwise 

refrained from complaint. | 

Minister returned March 20 and met me at social function. He 

took matter up at once and I reiterated my regrets. His attitude was 

correct and he professed desires to avoid likelihood of major incident 

but he felt that his position necessitated some action. At his sug- | 

gestion I called upon him Monday morning and found he had already 

visited Foreign Minister to lodge protest and had drafted cable to 

Madrid. On ground of newspapers avoiding unpleasantness Para- | 

guayan Government, I induced him not to prepare the formal note 

to Foreign Office which Foreign Minister had suggested. He also 

, undertook to endeavor if possible to see that incident should not come 

to attention of Berlin. He stated his telegram to his Government was 

merely to recite facts and would suggest no drastic steps be taken. 

Considering danger to his own standing, his attitude has seemed 

definitely helpful and cooperative. a | 

There is reasonable prospect that difficulties will be avoided but 

present report is to place Department au courant against contingencies. 

Our defense if necessary could be that Paraguayan Government is 

responsible for its acts and I may mention that Foreign Minister indi- 

| cated to Spanish Minister that Spanish Vice Consul should have pro- 

tested before opening edifice. a | 

Department’s comments and guidance by telegram would be much 

appreciated. ts : a a 

: | ee Frost 

1 Teodomiro de Aguilar y Salas. : oe — CO 

2? Wnrique Prous. we : 

"1 Comdr. Peyton H. Park. | |
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. 701.6234/52 : Telegram wy — res | 
! The Secretary of State to the Ambassador in Paraguay (Frost) 

| Oe Wasuineton, March 27, 1943—noon. 
123. Your 141, March 93, 4 p.m. You are instructed to inform Dr. | 

Argafia and the Spanish Minister orally that the Legal Attaché 
and the Assistant Naval Attaché. have been reprimanded for acting 

ay improperly and without authorization. You should express the hope ae | to Dr. Argafia that he will attempt to persuade the Spanish Govern- : 
ment to consider the matter closed. You should also express the same 
hope to your Spanish colleague. Please report immediately if, to 
--your knowledge, the Spanish Government has communicated this : | Incident to Berlin, _ lowe So Aly Oe - ig Soul Ie aleb _ Appropriate reprimands should without delay be made in writing — 

_ to both of the Attachés concerned, stressing the fact that they acted 
improperly and without authorization. | ee 

_ The text of the reprimands together with a full and formal report of the incident should be submitted to the Department by telegram.” | Upon receipt of this information, the Department will be in a better position to reply to any representations that may be made by the 
Spanish Government. —s_ | eR Rg engi ot SUS 
_ The Attachés concerned should submit to you for transmission. by air mail separate signed reports, giving full details of their actions. _ _ The United. States Government has consistently observed the in- | __ violability of the seal of the neutral protecting power attached to the | diplomatic and consular premises or properties of nations with which | | it is at war. The violation of such seals is in no way countenanced. by | this Government. __ So . oe | 

834.911/47 os | PEE | wee | 
The Chargé in Paraguay (Montgomery) to the Secretary of State 

No. 1153-A__. whes -—- Asunerén, July 8, 1943. 
_ Sm: I have the honor to request the Department’s advice as to the procedure the Proclaimed List section of the Embassy should follow and the attitude it should adopt toward the local press in view of its acceptance of advertisements for Proclaimed List frms. I _ The Department is aware of the fact that some time ago the local | press was at best neutral in its policy toward the Axis but that there [ has been a decided change in its outlook, particularly during the last 

| ” These documents were transmitted to the Department by the Ambassador in Paraguay in his despatch No. 923, April 8, 1943, not printed. ve E
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year. The Embassy’s efforts in this direction have been eminently 

successful ; although at times more positive cooperation could be asked 

for the situation on the whole is gratifying. (See Embassy Strictly 

| Confidential Despatch 1160 of July 8, 1948, “Report on the Daily 

Press in Asuncién. Marked Change in the Attitude of El Paraguayo 
Recently”, in connection with the editorial policy of the local press). 

With the exception of one, #7 Pais, all of the local newspapers, how- 

ever, have consistently carried advertisements for Proclaimed List 

firms. The Proclaimed List section of the Embassy has not taken any 

steps to discourage or prevent the local newspapers from accepting 

such advertisements. The Embassy’s attitude has been adhered to 

partly because of the difficult local political situation, partly because 

there has been the belief that the local newspapers, never financially 

strong, could not survive the loss of income from those advertisements, 

and also because it has been felt that any attempt to induce individual 

newspapers to refuse to accept such advertising would adversely affect 

the favorable publicity they now give us. 

~ It must be admitted, too, that many of the leading advertisers in 

the local newspapers, despite the fact that they are included in the 

Proclaimed List, are among the most important firms in the country, 

are locally considered as purely Paraguayan, and can hardly be re- 

placed by existing local companies. It is the opinion of the Embassy 

that inclusion in the Proclaimed List has very definitely diminished 

their income but has not substantially harmed their leading position, 

much less started them on the road to financial collapse. — | 

- During the past two weeks Ferreteria Universal 8. A., included in 

the Proclaimed List since its publication, has occupied its newly com- 

| pleted quarters. Its retail showrooms are without: doubt the most 

modern and luxurious in Asuncién. From the stock on display it is 

apparent that the company has been able to maintain its sources of 

| supply despite our best efforts to cut them off. Each of the four daily 

newspapers, including the official organ of the National Department of © 

Press and Propaganda, 7 Paraguayo, carried large ads publicizing 

the occupation of the new quarters. It was rather disappointing, 

however, when £7 Paraguayo, the official organ of the National De- 

partment of Press and Propaganda, gave the company more than a 

full page write-up on its new quarters. A copy of that issue of the 

newspaper is enclosed herewith. (See Page 2 of Hl Paraguayo of 

| June 27, 1943). The Department’s attention is particularly invited 

to marked portions of the article. The Embassy submits this article 

in El Paraguayo as the most outstanding and admittedly the most ex- 

| treme example of the fact that the local press not only ignores the 

Proclaimed List—it must be kept in mind that the Paraguayan Gov- 

% Not printed.
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: ernment has not recognized the Proclaimed List—but also is willing to 

, give its active support to local business houses despite the fact that 
a they may be included in that list. - ne 
: - There are several other aspects to the local situation. In mostcoun- _ 
| tries the Embassy believes that it has been possible to convince local 

newspapers that it would be in their best interests not to carry the 
' advertisements of Proclaimed List firms by letting them understand . 

_ that if such advertisements were carried it might be that American 
firms or advertisements of American products would not be offered 
them. Unfortunately this argument would not be effective in Para- _ 

| guay inasmuch as only one American firm, the International Products _ 
| Corporation, and four English firms, (Liebig’s Extract of Meat. Co., 

Ltd., Ferrocarril Central del Paraguay, Banco de Londres y América 
del Sud, and Haywood Hermanos) operate in Paraguay. These firms 
do not carry the amount of advertising that is carried by the Pro- 

. claimed List advertisers here. The Embassy is reluctant to bring up 
the question of restriction of newsprint and other supplies for the local | 

/ press inasmuch as this could too easily be used by individual newspa- 
_ pers as an indication that the American Embassy might be attempting 

_ tointerfere with the freedom of the press. Actually, the press is under | 
rigid control of the National Department of Press and Propaganda 
and everything published locally must have the approval of that de- _ 
partment. It would be possible to discuss the situation with the Na- 
tional Department.of Press and Propaganda but the Embassy cannot 
help but feel that inasmuch as the Paraguayan Government has not 

_ recognized the Proclaimed List, Press and Propaganda. could hardly 
undertake the suppression of Proclaimed List advertisements. It is 
doubtful that it would be advisable even to suggest to Press and Prop- _ 
aganda that the continuation of these ads might have an effect on the 
availability of newsprint from the United States: that department 
could easily take the stand that cutting off supplies for such activities | 
was in effect an attempt to control the press, or alternatively could 
easily act as importer for those newspapers which the Embassy might | 

| decide to be undesirable. | he | - | ) 
It is the feeling of the Commercial Section of the Embassy that steps © ; 

should be taken to prevail upon the local press to revise its attitude and | 
_ cooperate with us on Proclaimed List matters, but before embarking | 

upon such a policy it is requested that the Department consider the | 
matterandexpressitsopmion, =~ > _ | 
_ There is to be considered also the extent to which a strong stand on | 
this matter might affect our at present cordial relations with all Para- | 
guayan newspapers, whom we are gradually but surely converting into : 
extremely helpful pro-Ally media the nature of whose support at ; 

461-035—65——44
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present considerably offsets the adverse effect of Proclaimed List 
advertising. LE ote - 

It is hoped that an early reply to this despatch will be received. _ 
~ Respectfully yours, | _ °- _Epomunp B. Monteomery 

834.911/47 | | a , 

| The Secretary of State to the Ambassador in Paraguay (Frost) 

No. 975 Wasuineron, August 18, 1943. 

The Secretary of State refers to the Embassy’s despatch no. 1153-A 
of July 8, 1948 requesting the Department’s advice as to the procedure 
the Proclaimed List Section of the Embassy should follow and the 
attitude it should adopt toward the local press in view of its accept- 
ance of advertisements for Proclaimed List firms. _ a : 

- The Department believes that although it is clearly desirable to _ 
gain the cooperation of the press in Proclaimed List matters, no steps 
to achieve that end should be taken which might jeopardize the suc- 
cess that the Embassy has had in improving the attitude of the press 
toward the United Nations or which might produce unfavorable po- 
litical repercussions. For whatever use the Embassy may wish to 
make of it and not as a suggestion that it be employed as a model in 
dealing with the problem, there is enclosed herewith a copy of a 
memorandum of July 17, 1948 to an officer in the Department from 
the British Embassy at Washington,” describing the action taken 
by the American and British Embassies in Santiago with regard to 
acceptance of Proclaimed List advertisements by local newspapers. 
The Department realizes that the financial considerations described 
in the despatch under reference probably would make it impossible 
for newspapers in Asuncién to follow the course adopted by the 
Santiago press even if they were disposed to do so. However, it would | 
seem that the newspapers should not resent a frank approach whereby 
they were informed of the Embassy’s awareness of the financial con- 
siderations involved but that the Embassy cannot sanction active | 
support of Proclaimed List enterprises. The distinction is clearly | 
illustrated by the full-page article in the July 27 issue of Zl Para- | 
guayo, describing the new quarters of Ferreteria Aleman; that is free 
advertising, cannot be justified on the basis discussed herein, and | 
therefore should be a proper subject for an approach by the Embassy. _ 

_ The Officer in Charge is requested to report from time to time any 

developments in this matter and particularly the reaction of a news- 
paper to an approach such as that suggested for Zl Paraguayo. 

* Not printed. . .
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a 800.20210/1619 | , Seg es | 
|. Lhe Ambassador in Paraguay (Frost) to the Secretary of State — 

: No. 1286 = | _ -—- Asunorén, August 28, 1943. / 
| a cee [Received September 4.] 

Sm: I have the honor to refer to the Department’s circular airgram | 
_ of June 21, (1943) 11:30 a. m.* requesting that the Department be 

informed of specific cases in which Axis business institutions have 
| directly or indirectly engaged in or financed espionage, sabotage, | 

propaganda and related activities. |= ee 
| There is transmitted herewith a memorandum * prepared by the oo 

Acting Legal Attaché of this Embassy ** on J uly 27, 1943, which was | 
designed to respond to the Department’s request. The memorandum 

| has not been forwarded earlier because of the impending arrival of 
Mr. Raymond. W. Ickes of the Alien Enemy Control Unit of the 

_ Department of Justice. It was also anticipated that Legal Attaché 
Frank G. Siscoe would return from Washington; and that possibly — z 
some specific cases could be discovered which would be more respon- 
sive to the Department’s requisites. ae tted Shg bien Shas 

| The memorandum does show, however, that the black listed firms | 
| here are furnishing a large part of the financial support of the Aso- 

ciacion Alemana de Ayuda Social, the parent organization of most _ 
German activities here. There is as yet nothing feasible to show 
that the German bodies thus supported are engaged in espionage, | sabotage or propaganda, and indeed it is the impossibility of demon- 

_ strating this which has been the principal factor against inducing | | _ the Paraguayan Government to take definite steps against the | Germans in Paraguay. | es | | 
| Respectfully yours, | Westey Frost | | 

862.20234/148 | me | | 
_ Lhe Ambassador in Paraguay (Frost) to the Secretary of State | 

No. 1405 | | | Asunci6n, October 12, 1943. - 
| , a _ [Received October 21.] 

_ Sir: Referring to my despatch No. 1337 of September 21, 1943, I 
have the honor to transmit herewith a memorandum dated Octo- f ber 11,” prepared by the Legal Attaché of this Embassy, Mr. Frank | G. Siscoe, with regard to the present progress of our efforts to secure | | the dissolution of the Deutscher Volksbund (Union Germénica del | Paraguay) and the Asociacién Alemana de Ayuda Social, 

 *® Not-printed.. es : ek oan | -.™ Charles E. Apple. _ | a | _ : -- *" Neither printed. | | i
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The Department will note that the Paraguayan National Consulta- 

tive Committee for Political Defense seems to have arranged to sus- 

pend in the immediate future the existence of the Volksbund, but only 

for the duration of the war. I have some hope of eliminating this 

latter provision through the influence of Foreign Minister Argana.” | 

As to the Asociacién Alemana de Ayuda Social the Committee pro- 
poses to collect further data before taking action, but to exercise a 

strait [strict?] surveillance beginning at once. 

In the meanwhile it will be observed from my despatch No. 1386 | 

of October 8, 1948, and from my despatch No. 1828 of September 17, | 

1943,” that the Paraguayan Government has taken positive and most 

helpful action in placing both the German Bank and the Japanese 

Colony in Paraguay under rigid control. It has also been fairly | 

cooperative with regard to the functioning in Paraguay of the two 

censors sent here from the United States, Mr. Bealer and Lieutenant | 

Ripley. (It has not furnished the special funds which would be- 

necessary to enable Mr. Bealer to function permanently, but this 1s 

due to its perhaps justifiable belief that his presence if permanent 

would become generally known and thus drive dangerous correspond- 

ence out of the mails.)' | | a 

The matter of requesting that a selected number of German organiz- 

ers be sent to the United States for detention, or be detained in a 

concentration camp in Paraguay, is awaiting the Department’s reply 

| to my despatch cited in the first paragraph above. It is also awaiting 

the general development of the situation with regard to the German 

| Bank and the Asociacién Alemana de Ayuda Social. Quite clearly, 

however, the Paraguayan Government is showing a much fuller spirit 

of cooperation on the general problem of curbing subversive and 

dangerous activities. | ss 

Respectfully yours, - Westey Frosr 

834.7962/60 : Telegram os | | ) : 

The Ambassador in Paraguay (Frost) to the Secretary of State . 

| Asunci6n, October 28, 1943—11 a. m. 
_ ee - ' [Received 11:21 p. m.] 

| 585. Airport negotiations here were based on formal written ap- 

plication to Paraguayan Government requesting permission to con- 

struct north-south and east-west runways. Paraguayan decree ac- 

cepted this proposal. The difficulties with the fields related to land 
for east-west runway and at my personal request President Morinigo 

2 The closing of the Union Germanica, until a new provision concerning it 
might be made, was announced on October 20 by a resolution of the Paraguayan 
Ministry of Interior and Justice. . | 

Neither printed. .
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3 compelled release of this land based on plan officially sent here by 
ADP *? and shown him by me. USED* at Recife however have 

2 issued directive abandoning construction east-west runway although | 
| cost is slight and our undertakings are most definite and were reached _ 
) after Paraguayan Government resorted to strong measures expressly 

; on behalf of that runway. I have the honor earnestly to request that 
| Department contact appropriate army authorities to secure fulfillment _ 

| undertakings. ee ree 8 oe 

OER a | Frost 

-$84.7962/68 ras ee lead ah 

The Ambassador in Paraguay (Frost) to the Secretary of State — 

No. 155600 Asctén, November 22, 1948. 
pe Received December 1.] 

| Sir: Referring to my confidential telegram No. 585 of October 28, | 
| 11 a. m., with reference to the East-West runway of the Asuncién 

airport now under construction, I have the honor to report that I 

| received a visit on the 19th instant from Mr. John Dwyer, Airport | 
| Development Program representative, acting as general superin- 

tendent of the current construction work on the airport here. I 

understood that Mr. Dwyer was acting under instructions from his | 
superiors at Miami. He referred to the terms of the Paraguayan 

--- Decree-Law No. 18,365 of July 2, 1942, “Which grants to Pan Ameri- | 
can Airways, Inc. the use of the Government property located at 
Campo Grande, etc.;” and particularly to the second Article of that 
Decree Law which readsas follows: 2 © | 

“Art. Ind. Pan American Airways, Inc. shall be obligated to erect 
on the said property, in addition to the constructions already installed 
by it, those necessary for converting the said field into a modern air- 
port, capable of handling the traffic of modern and heavy commercial 
aircraft, even during the rainy season, and likewise for night traffic. 

_ These constructions will consist principally of the following: Level- 
ing and drainage of the land; construction of hard surface runways 
in the direction of the two predominating winds; storage installations _ 
and facilities for refueling; illumination of the field, so as to permit | 

_ of night landing, and the construction and improvement of the build- 
| ings according to the requirements of the air traffic, such as the pas- 

senger station, radio-communication building, storage facilities, shops, | 
etc., when and as the increased volume of the services require.” | 

In the first place, with reference to the provision that hard surface | 
runways be constructed “in the direction of the two predominating 

| winds,” Mr. Dwyer advanced the contention that these two winds are 

* Airport Development Program. | Oo - a 
= United States Engineers Department.
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both almost north and south, corresponding roughly with the direction 
of the main runway now under.construction, so that the transverse 

-- runway as shown in the plans on which the negotiations with the Para- 
guayan Government were based need not be constructed under the | 
terms of the paragraph above cited. The plans which figured 
throughout the negotiations with the Paraguayan Government over 
a period of almost a year were prepared by the Airport Development 
Program, the final blue-print having been certified by it under date 
of May 1, 1942. They included a “wind flower” indicating (1) a 
north-south wind with a spread of approximately 22° and (2) a sec- 
ond predominating wind running from west-northwest and to east-. | 
southeast, about 80° removed from the north-south wind, also having 
a spread of 15° to 20°. Oo a 

It was on this second predominating wind that the necessity for the 
transverse runway, which ADP was then anxious to secure, was based 

in the negotiations. The frequency of this wind is much less than 
that of the north-south wind in a ratio of approximately 1 to 5; but 
it was explained to the Paraguayan Government by the Airport Pro- 
gram engineers and the Pan American Airways representative here 
that modern air traffic would necessitate the transverse runway in 
order to prevent the paralysis of the airport during one-sixth of the 
year. This explanation was also made by myself and the Military 
Attaché, at the request of the ADP representatives, to the President of | 
Paraguay and to the Minister of War and Chief of Staff. _ 

- There can be no question but that the construction of the east-west 
runway was authoritatively declared to be necessary by and on behalf 
of the representatives of the Airport Development Program and the 
Pan American Airways; and that the Decree-Law was issued by 
President Morfnigo on the basis of these representations. The Para- | 
guayan authorities suggested that the north-south runway be de- 
flected, and that the east-west runway likewise be’ deflected, in order 

| to obviate the necessity of condemning land pertaining to’ the Cavalry 
- Unit contiguous to the airfield. If the ADP had not represented the 

transverse runway as necessary the difficulties which consequently 
- gupervened with the Cavalry, and which had international repercus- 

sions, would have been greatly attenuated ; but the ADP, acting under 
instructions from Miami, took the attitude that the two runways must 
be built as shown in the plan certified May 1, 1942. It would appear: 
that the present contention of the ADP representative here, Mr. 
Dwyer, is based upon new plans recently drawn up at Miami which 
instead of showing the prevailing north-south wind as a single wind 
with a spread of 22° show it as two winds 22° apart. (Obviously no 
two such “predominating” winds could exist so close together.) =
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As the Paraguayan Government will feel that its good faith has | 
been abused if the two runways are not constructed in accordance | 
with the plan and explanations presented to them, it may be sug- 
gested that the Department consult the ADP plan of May 1, 1942 and : 
seek a technical explanation of the “wind flower” shown thereon. The | 
question might be studied as to why the north-south wind should be — | 
represented as a single wind with a spread of 22° if in fact it consists | 
of two winds 22° apart. The question also presents itself of why | 

the “wind flower” showed a transverse wind predominating during 16° ! 
percent of the year, if such a wind did not exist. os | 

--In the second place, Mr. Dwyer, acting presumably under instruc- | 
tions, called attention to the last phrase of Article 2 above quoted, | 
consisting of the words “when and as the increased volume of the serv-_ | 
ices require.” The Paraguayan Government and the Embassy under- ! 
stood, and still understand, that this phrase applies to the illumination — : 
of the field and the construction and improvement of buildings accord- | 

ing to the requirements of the air traffic; but Mr. Dwyer advances the | 

interpretation that it. applies to all the construction work oftheentire ~—s 
project. The Department may be interested in securing from its | 
Legal Adviser a juridical interpretation of the language in question, — | 
or in otherwise reaching a view with regard to the extent of the appli-. | 
cability of the phrase. It is the Embassy’s understanding that the | 

_ Airport Development Program now wishes to avoid constructing the — | 
- transverse (east-west) runway on the ground that there has been no 
“increase in the volume of the service.” | ae a 

As indicated by my telegram No. 585 of October 28,11 a.m., the. | 
failure by the Airport Development Program to effect the construc- | 
tion in accordance with the representations which it made, and which _ 
it requested myself and the Military Attaché to make, based on the | | 
plan. which it submitted, would be interpreted by the Paraguayan 

| Government as an attempt to evade obligations formally assumed. | 
The matter has not yet been raised, either by the Embassy or the Air- 

- port Development Program, with the authorities here, in view of my | 
hope that the Department may be able to effect an adjustment at Wash- : 
ington; but there is every reason to feel that an abandonment of the | 
east-west runway, which cost the Government here great and pro- 

tracted difficulties with the Armed Forces, would create an extremely | , 
_adverseimpression, = - ee at 

The airport question here was for two years universally regarded as 
the principal point on which Paraguay’s cooperation with the United | 

Nations turned. It was discussed not only throughout the various ‘| 
elements of the Government but also by the general public, and indeed _ | 

by every man, woman and child in Paraguay. After the Government 
_ at length adopted a firm and resolute policy in accepting the proposals
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of the Airport Development Program, and forced the Army to accept 
| them, the airport became a principal symbol of Paraguay’s determina- 

tion to cooperate with the United States and the Allied nations. 
President Morinigo and his entire Cabinet officially assisted at the 

| inauguration ceremonies last May and were again shown by the Air- 
: port Development Project representatives the plans, including the 

| transverse runway. On the journey of the President, the Foreign 
Minister and the Finance Minister, with their suite, to the United _ 
States in June, and to eight. Latin American republics in July, they | 

| visited modern airports at many places; and expressed to me and to 
other members of the Embassy staff their satisfaction that a modern ~ 
and complete airport was to be constructed in Asuncién,—feeling that 

| the difficult decision which they had reached and enforced would be 
| justified by the endowment of Asuncién with such an airport. If the 

Airport Development Program, or the United States Engineering De- 
partment, should now do otherwise than comply with what are 
definitely regarded by Paraguay (and by the Embassy) as definite ob- 
ligations, the political effect here would be most disadvantageous, and 
the results would hang over Paraguayan-American relations like a pall | 
for a long time to come. Incidentally, Argentina would certainly 
capitalize the resulting situation. © . re 

Respectfully yours, = | _. -Westey Frost — 

834.7962/62 : Telegram oo | - a 

. The Secretary of State to the Ambassador in Paraguay. (Frost) 

So | Wasuineton, November 24, 1943—9 p. m. 

475. The War Department informs that present plans call for _ 
grading and seeding the area near the intersection of the runways 

| of the Asuncién airport, but that it is not. proposed to construct a 
paved or graded runway east and west. The War Department points | 
out (1) that prevailing winds would not permit the use of the east- _ 
west runway more than fifteen percent of the time at most; (2) that _ 
runway arrangements as now planned will be entirely adequate for 

_any use that can reasonably be foreseen; (3) that improvement.of an | 
east-west runway would add little, if any, practical use value to this 
airport; and (4) that such an additional expenditure would not be 
considered on a field in this country under corresponding conditions. 

The Department. is informed that the present plans call for using 
all of the land as originally laid out, including that part over which 
the difficulties arose.. Thus the only difference between what is now 7 

provided for and what you request in your 585, October 28, 11 a. m.
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and your 626, November 22, 6 p. m.*? appears to relate only to the 
type of surfacing. Since the use of the land and not the nature of | 

the runway surface was presumably the issue involved in your dis- 
cussions with President Morinigo, the Department feels that the 

- present plans should be entirely satisfactory to the Paraguayan au- | 
. thorities, especially since they appear to meet in every respect the 

conditions of any undertaking on record in either the War or State 
Departments. — | re | | | | : 

| oi oe Oo a a tye ) 

884.7962/62 : Telegram aes : pte an sen hege 2! | 

_-* Lhe Secretary of State to the Ambassador in Paraguay (Frost) 

ce My -.,- Wasutneron, December 1, 1943—7 p.m. 

483. Under present plans, the Paraguayans will acquire an airport 
that for a long time to come will be entirely adequate to their needs. 
Tt will be a credit to the national capital and superior to airports in 
this country in most cities of approximately comparable size. To the 
Paraguayans who hold title and have the beneficial use of the airport 
and facilities, the cost will have been little or nothing at all, except ; 
for the land. To the United States Government, however, the cost 
according to present plans is estimated at over $603,000. Under these 
conditions, the Department is satisfied, in spite of your 633, November 

| 26, 5 p. m.,%* that this Government has adequately discharged all 
reasonable obligations arising from the agreement to construct this 
airport. | | re | | 

The War Department has issued orders to USED, Recife, tosenda 
competent officer to Asuncién at the earliest possible date to discuss | 
this whole matter with you and, if necessary, with the Paraguayan | 
officials. For your information, the prospect. of authorizing any 
additional expenditure on this airport is so remote as to be practically : 

_ negligible and you should conduct future negotiations accordingly. , (So : ~ ! © Hous | 

| - $34.7962/64 | . | , | ag | 

The Ambassador in Paraguay (Frost) to the Secretary of State | : 

| No. 1611 | oe Asuncién, December 4, 19438. | 
[Received December 13.] : 

Sir: I have the honor to acknowledge the receipt of the Depart-_ ! 

ment’s confidential telegraphic instruction No. 483 of December 1, | 

| * Latter not printed. 
* Not printed. | | |
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7:00 p. m., with respect.to the change of plans for the Asuncién __ 
airport. a . | | | 

_ The Paraguayan Government has as yet not been informed that 
| the construction of the east-west runway is no longer contemplated ; 

and subject to the Department’s instructions it would seem well that 
the matter be not brought to the attention of the authorities here at 

_ this juncture. At the time when the airport shall be completed there 
will be a possibility that the Government may not feel disposed to — 

7 make an issue of the point. The circumstances may well be such in 
| mid-February or early March, when the work is expected to end, that 

difficulties may beavoided. | | } 
In the meanwhile the very helpful observations which the Depart- 

ment has furnished will be borne in mind. The Paraguayan Govern- 
ment has thus far been disposed to accord frank recognition and ap- 

preciation of the innumerable advantages which it has received from 
, our Government. 7: oe va | 

Respectfully yours, ce | | Westey Frosr 

_ AGREEMENTS BETWEEN THE UNITED STATES. AND PARAGUAY FOR 

SENDING A MILITARY AVIATION MISSION AND A MILITARY MIS- — 
| SION TO PARAGUAY gE 

834.20/184: Airgram | a 

The Secretary of State to the Ambassador in Paraguay (Frost) | 

_ Wasutneton, May 5, 1948—6: 30 p. m. 
A-222. Your despatch no. 948, April 13.4 The Department has _ 

been informed by the War Department that it is inclined to give 
favorable consideration to a formal request from the Government of 
Paraguay for a United States Military Mission. However, it will be 
impossible to initiate definite steps toward our standard mission agree- 

| ment, or to include any final contract concerning a United States Mili- _ 
tary Mission until after the termination of the services of every mem- 

| ber of the present French Military Mission * and their departurefrom = 
Paraguay. , ee 

The Department has also been informed by the War Department 
that it has not been their policy to furnish Military Missions without 
costs to any country * and suggests that the Paraguayan. Government 
should pay members of the proposed Mission on the same scale as they | 
pay their own officers of corresponding rank. 

* Not printed. | | a BS 
' * This Mission had given its allegiance to the Vichy French Government. . 

*In its note accepting the preliminary offer of a military mission from the 
United States, Paraguay indicated a basis of complete gratuity. ,
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The War Department has stated that.the Officer personnel of. the 
Mission will be composed of Reserve Officers, or Officers of the Army, 
United States, or Officers of the Regular Army over age in grade or 
on limited service, © 

_. If you perceive no objections, please inform the appropriate officials 
of the Paraguayan Government of the.terms under which the War 
Department would be disposed to consider favorably a formal request a 

_ through diplomatic channels fora Military Mission, | SEE GEROS FMESEET ISS ae RS BUSEE I 

834,248/68 : Telegram Somlesien pte 60 Ghee SR 8 eet e, 

_. The Secretary of State to the Ambassador in Paraguay (Frost) 

oe Wasetneron, July 10, 1943—9 p.m. 
291. Your 347, June 21, 5 p. m7 While in Washington Ambas- _ 

sador Frost informed the Department that negotiations had been 

under way for some time between the Paraguayan Government and 
the Brazilian Embassy at Asuncién concerning the possible sending 
of a Brazilian army aviation mission to Paraguay. Before consider- | 

| ing the Paraguayan. request for a United States mission, the Depart- | 
ment desires a full telegraphic report from you as to the exact nature _ | 
_and present status of these negotiations. — | | 

| | oo How | 

_834.20/188 : Telegram | a : Od cS pele | : 

+ Lhe Ambassador in Paraguay (Frost) to the Secretary of State | | 

on  Asoncrén, August 11, 19483—6 p.m. — | 

ges ee [Received 11:33 p. m.] 
445, Referring airgram 222, May 5, 6:30 p. m., and plans regard- , 

ing American military and aviation missions in Paraguay. It has | 
been assumed by Paraguayan Government, as well as Military Attaché 

_ and myself, that Department’s communication constituted acceptance : 
, of Paraguayan request for instruction mission to take effect as soon 

_ as services of Vichy French officers could be terminated. Accord- 
ingly, regular course of War College here was cut in half and was. | 
ended August 7. Paraguayan authorities have been endeavoring to 
arrange departure French officers but there are difficulties not soluble | 
by Paraguay. ee, wl, he 
__My conversations at Washington with Bonsal, Bacon, and Wilson ® 

‘Not printed. 8 8 : Wo Ueda ca ey | | 
38 Philip W. Bonsal and J. Kenly Bacon, Chief and Assistant Chief, respectively, f 

| Dene. ep of the American Republics; Orme Wilson, Liaison Officer of the F
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regarding aviation mission were based on understanding that in- 
struction mission definitely is to be American. It is of paramount — 
and basic importance and any withdrawal now would be regarded — 
as of great gravity by Paraguayan Government. | 

- | ne ee FRosr 

834.20/138 : Telegram i ae | 

The Secretary of State to the Ambassador in Paraguay (Frost) 

| Wasuineton, August 16, 1943—6 p. m. 

346. Your 445, August 11. Before any action can be taken towards 

| furnishing a Military Mission a formal request will have to be received 
) from the Paraguayan Government. The Foreign Office note No. 301 

of April 10 enclosed in your despatch no. 948 of April 13 * does not 
of course constitute such a request. Oo | 7 
Upon receipt of a formal request and an indication that all of the — 

terms and conditions stipulated in the Department’s airgram 222, May 
5, including departure from Paraguay of the members of the French _ 
Mission, meet with the approval of the Paraguayan Government, the 
‘Department will recommend to the War Department that a Military 

Mission be assigned to Paraguay. ==— CS : 

[For text of agreement providing for a Military Aviation Mission 
from the United States to Paraguay, signed at Washington October 

| 27, 1943, see Department of State Executive Agreement Series No. 348, 
or 57 Stat. (pt. 2) 1100; for text of agreement providing for a Military 
Mission from the United States to Paraguay, signed at Washington 
December 10, 1948, see Department of State Executive Agreement 
Series No. 354, or 57 Stat. (pt. 2) 1184.] _ oo 

DISCUSSION CONCERNING ECONOMIC ASSISTANCE TO PARAGUAY BY =~ 
| |, THE UNITED STATES) 

834.001 Morinigo, Higinio/33: Telegram re | 
The Acting Secretary of State to the Ambassador in Paraguay (Frost) 

| Se WASHINGTON, March 8, 1943—9 p. m. 

96. You are authorized on behalf of President Roosevelt, to extend 
an invitation to President Morinigo of Paraguay to visit the United 

States about the middle of June of this year as a guest of this Gpvern-" 

| ® Neither printed. | ae a
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ment. It is understood that no publicity will be given this matter _ 
pending the acceptance of the invitation by President Morinigo and 
the arrangement of necessary formalities between President Roosevelt 
and President Morinigo by an informal exchange of views to be car- 

- ried on through you. | . oo : 
_ For your information in connection with the proposed visit, it is the , 

| practice of this Government to pay all of the expenses of a Chief of 

State and his party only while they are in the United States. How- 
ever, it will no doubt be possible to make arrangements for a United 
States plane to bring the President from Asuncfon to the United 
‘States. | : ie Re ee 

834.001 Morinigo, Higinto/51 _ : 

The Ambassador in Paraguay (Frost) to the Secretary of State 

No. 970 | | ge Asuncién, April 20, 1943.. 
| | a _ [Received April 27.] | 

: Sir: Referring to my despatch No. 873 of March 19, 1943,¢° with 
regard to the visit of President Morinigo and party to the United 

_ States as guests of the American Government in the early middle part 
of the month of June, I have the honor to transmit herewith a copy 

| of a brief memorandum handed me by Foreign Minister Argafia *° 
outlining the subjects which Paraguay desires to have discussed during  _— 

_ the Presidential visit. . ree 
_ The Foreign Minister informed me that this memorandum. is the _ 
joint result of ideas and drafts submitted by three different ministers, 

| presumably the Ministers of Finance, of Public Works, and of Agri- 
culture, Commerce & Industry. ‘The Department will note that the 
subjects relate wholly to assistance which Paraguay desires to receive ~ 
from the United States, in the form of export permits for machinery, | 
projects for Export-Import Bank financing under the three million | 
dollar loan (of which two million dollars has already been earmarked a 
for a highway through the Paraguayan Misiones region), a special 
loan to be floated by the Banco Agricola del Paraguay, and unspecified | 
aid regarding river transportation. ? | 

No reference is made in the outline to Lend-Lease matériel nor to : 
_ the trade agreement which has been the subject of conversations now in | 

a hopeful position.*t Doubtless these subj ects, and several others, will | 
in fact come up for discussion during the Washington visit. os a | 

* Not printed. OO oS | : 
“ For correspondence regarding the trade agreement, see pp. 701 ff. - |
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I enclose a memorandum furnishing brief and hasty notes by myself : 
on the various subjects in their numerical order.*? Further informa- 
tion will be supplied to the Department if possible prior to the visit; ** 
but it is to be noted that Dr. Argafia is departing on April 28th for 
Brazil, and will be unavailable during the present week because of — 
the religious holidays now commencing. eae | - 

Respectfully yours, | an WESLEY Frost | 

834.24 /497 ae | | | a , 

| The Ambassador in Paraguay (Frost) to the Adviser on Political 
Relations (Duggan) | 

Se ' Asuncion, August 19,1948. | 
| | | [Received August 27.] 

Dear Larry: Two things keep pressing on my consciousness here,— 
(a) the implementation of the Paraguayan program for using the 
last $1,000,000 of the second Exim Bank $3,000,000 loan, and (6) the 
absolute lack of Lend-Lease matériel for the Paraguayan Navy. 

(a) When we were in Washington the Paraguayans requested Exim 
aid under the new loan in setting up industries to produce cement, | 
jute products, and citrus concentrates; and also asked if they could | 
be helped to get some cold-storage plants going (which the country : 
obviously needs). Collado’s** replies at a conference presided by 
Mr. Welles and attended by Phil Bonsal ** and myself, gave varying __ 

) degrees of encouragement and discouragement; but Mr. Welles prom- > 
7 ised that experts would be sent at once on at least three of the four _ 

proposals to make surveys. He indicated that they would reach | 
Paraguay almost immediately. Subsequently, Finance Minister 7 
Espinoza asked Mr. Welles at New York in the presence of Argafia, 
Morinigo and Valazquez,** when the experts might be expected, and , 
the indication was again given that it would be within a very short _ 
time. As soon as I returned to Asuncién Dr. Argafia got after me 

a about the failure of the experts to arrive; and on telegraphing to 

” Not printed.. The Paraguayan program contemplated increased exports of | 
farm machinery from the United States, the acquisition of a cement plant and | 
the development of jute culture, the building of cold storage depots and mandioca © 
starch plants, and the construction of roads, port works, and a water works ” 

Te President Morinigo and his party arrived in the United States on June 9. | 
After some inconclusive conversations in Washington, the party departed on a.. oes 
tour of some of the automobile and war industry plants around the country. So 

| Wei’ G. Collado, Special Assistant to Under Secretary of State Sumner oy 

“ Chief of the Division of the American Republics. os 
“Celso R. Velasquez, Paraguayan Ambassador in the United States. a
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_ the Department I was informed that only one expert had been prom- 7 
ised (1.e. for cement) and that a suitable person had not been located. | 
(See the Department’s telegram No. 330 of August 7, 7 p.m.) #7 This | 
reply has of course not had a good effect on Argafia and Espinoza. 

_ They suspect that the Export-Import Bank is so thoroughly com- if 
_ mitted to the theory that nothing can be done in Paraguay except 

roads that it may not be trying very hard to help out on any of the 
other projects. I feel that the Export-Import Bank does realize 

_ now that new industries and a way of communication to Brazil must __ | 
_ be furnished to Paraguay. I wrote very briefly to Bonsal last week to | 

see if his memory checks mine on the statements given to the Para- | 
guayans in Washington about the arrival of the experts to make 
surveys. I don’t know whether you would wish to have this matter | 

inmindg Pee 7: | i 
| [Here follows a paragraph on the failure of the United States to | 

provide any Lend-Lease navy material.] OC ot 
With cordialregards, = | 

| Sincerely, as ever, = "Wester Frosr | 

 884.24/497 | | | | a | 
The Adviser on Political Relations (Duggan) to the Ambassador in 

Paraguay (Frost) 

oe - ‘Wasuineron, September 2, 1943. | 
_ Dear Westzy: On August 19 you wrote me about two general ques- | 
tions. This letter will reply briefly to the first of those relating to 
the economic assistance to be extended to Paraguay under the million- 

| dollar credit. | : - | | 
In the first place, your telegram of yesterday “ informs us of the : 

_ acceptance of the Paraguayan Government of the detail of the cement : 
experts. - a , Ss | | 

_ With regard to citrus concentrates and cold storage plants, it is | 
‘my recollection that the Paraguayans were told that, although there 
was a serious shortage of machinery, there would be willingness on 
our part to fabricate a moderate sized cold storage plant and a small : 
citrus fruit processing plant, but that exact specifications from the _ | 

_ Paraguayan Government would be necessary before any production 
schedules could be worked out. There was no commitment to furnish 4 
experts to make the specifications. There is no reason why they can- : 

_ not themselves get any expert assistance they may need in formulating : 
their specifications. | | Oe | 

| “Not printed. = —| | oes Oe | 
“No. 478, dated August 31, 1943, not printed. | |
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With regard to the jute plant, the Paraguayans were told that jute- 

making machinery was manufactured exclusively in Leeds and Belfast 

and not in the United States. There are no American experts in this 

field, so we could obviously not furnish the services of any such men. | 

Bacon,” Bonsal and Collado, who were present at the various con- 

| versations with the Paraguayans, are emphatic in their statement that 

the only commitment for the sending of experts was in regard to the 

proposed cement plant. ee | ; 

I am just as interested as you in helping the Paraguayans to de- _ 

velop their resources. Let me know if there is anything further that _ 

I can do at this end. | | | | 

I hope to write you in a few days about Lend-Lease assistance for 

the Paraguayan Navy. | : a | 

Yours very sincerely, - Laurence Duecan 

834.24/495 | | os 

The Ambassador in Paraguay (Frost) to the Secretary of State 

No. 1833 | — Asunorén, September 18, 1948. 
[Received September 27. ] 

Sir: Referring to my telegram No. 422 of July 31 (1948) 3 p. m.,” 

T have the honor to report that Foreign Minister Argafia and Finance | 

Minister Espinoza still insist that during their visit to Washington 

and New York last June the Under Secretary of State promised on | 

behalf of the American Government to send experts to Paraguay | 

promptly to assist in preparing plans and specifications not only for 

a cement industry here but also for jute, citrus concentrates, cold 

storage and dried milk enterprises. : . | | | 

The three cement experts mentioned in the Department’s telegram 

No. 358 of August 25 (1948) 10 p. m.™® have arrived, and the Para- 

guayan authorities are impressed by the competence and sincerity of 

these advisers. The estimate made by Mr. Hillegass that definite 

plans cannot be begun for three or four months, and that someeighteen 

‘months would be necessary, after the plans are completed, before even 

a small plant could be placed in operation, is of course a disappoint-_ 

ment; but on the whole the effect of the presence of these gentlemen is 

highly favorable, and the Paraguayan authorities are sincerely 

appreciative. a | | 

| The two Ministers mentioned, however, profess an inability to un- 

derstand the situation with regard to the experts on the other four pro- | 

posals. When Dr. Argafia took the matter up with me on July 30th, 

| “J Kenly Bacon, Assistant Chief of the Division of the American Republics. 

°° Not printed. a - | |
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my own recollection of the statements made by the Under Secretary 
was in accord with this, and I consequently did not raise the ques- 7 
tion of accuracy. This has handicapped me in subsequent conversa- : 
tions. At the time of the interviews at Washington and New York I | 
had been traveling and living with the Paraguayan group long enough 
so that I listened to the conversations in the Department and the Wal- _ 

_ dorf-Astoria Hotel almost with Paraguayan ears. I thus understood 
how pleased. they were, after the rather adverse statements made by | 
Mr. Collado, when the Under Secretary added very graciously that of : 
course the American Government would be glad to send experts to aid ! 
them in surveying the possibilities on the various industries, and then : 
added in response to a question that these experts would reach Para- 
guay probably within three or four weeks. In my association with the | | 

_ Paraguayan party during the fortnight which followed I heard them 
refer several times to the prospective advent of the experts, which 
seemed to them to indicate that our Government intended to interest. | 
itself closely in their economic aspirations rather than merely to fur- : 
nish funds. It was therefore not a surprise, although Dr. Espinoza | 
had not informed me of his intentions, when he requested from the 
Under Secretary in the Waldorf-Astoria Hotel on June 22nd acon- _ 
firmation of this undertaking which had impressed him and his asso- | 
ciates soagreeably. The Paraguayans present on that second occasion | 
all understood, as did I, that the Under Secretary renewed the under- | 
taking and indicated that probably the experts could be sent to Para- | 
guay almost immediately. | ge 
- It is of course now evident that both the Paraguayans and myself / | 
misunderstood the statements in question; and I have pointed out to 
them repeatedly that there is no reason why they should not them- 
selves employ American experts for the purposes in question. They 
admit that from the standpoint of expenditure the matter is not of | 
substantial consequence, as the cost of securing experts for the purpose : 
in question would be only a few thousand dollars; but they unques- | 
‘tionably feel that the misunderstanding with regard to the statements | | 
made to them may possess a good deal of significance, and also that it 
indicates that the interest of our Government in their proposals to | 
promote new production in Paraguay is less than they had believed 
and hoped. ee mh ae : 

Another member of the Paraguayan Cabinet has now informed me 
that at a Cabinet meeting early this week Finance Minister Espinoza : 
dealt with this matter at some length and in a way to affect adversely ! 
the view of his colleagues with regard to the desire of the United ! 
States to tone up Paraguay’s economy. I understand that Foreign | 

461-085-6545 re
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Minister Argafia, although more discreet:in his tone, shared the general | 

| point of view thusexpounded. = eee 
. [am doing everything in my, power to attenuate the feeling which 
has arisen, and to instill.a rational spirit here with regard to Para- 7 

guayan plans. for new lines of production. I am particularly em- 
phasizing the importance and friendliness. shown by the Department’s _ 
willingness to arrange for the fabrication in the United States at 
this time of machinery and plant equipment. As the weeks and 
months pass an understanding will grow here of the helpfulness which | 
our Government is manifesting, = = | Se oe 

Respectfully yours, |  » Westry Frost 

834.24/495 | ee ee oo 

The Secretary of State to the Ambassador in Paraguay (Frost) 

No. 1060. | - Wasuineron, October 14, 1943. 

The Secretary. of State refers to the Embassy’s despatch no. 1333 | 

of September 18, 1948 with regard to the insistence of the Paraguayan 
Foreign Minister and Finance Minister that they were promised 
during their visit to Washington and New York last June that this 
Government would send experts to Paraguay to assist in preparing _ 

| plans and specifications not only for a cement industry but also for a 
number of other economic projects. It appears from the despatch | 
that the recollection of the Paraguayan Cabinet officers is that the — 
commitment was made in a conversation in the Department between 

| the Under Secretary and the two Paraguayan Cabinet officers. In © 
this connection there is enclosed a copy of a memorandum of conversa- oe 
tion of June 11, 1943 * covering the meeting in question which was | 
prepared immediately after the meeting. It will be noted that there __ 
is no mention in the memorandum of any commitment to send technical 
experts to Paraguay. | a oe o 

As the Embassy has been previously informed, the Department has 
made arrangements for the temporary detail to Asuncién by the Office 

| of Economic Warfare of a citrus concentrates expert in an endeavor 
to meet the wishes of the Paraguayan Government, although no com- | 
mitment in this regard was made. The Department feels that ade- 
quate technical advice concerning possible jute, cold storage, and dried 

, milk enterprises can be obtained by the Paraguayan Government from 
the members of the Food Mission of the Office of the Coordinator of | 
Inter-American Affairs now in Paraguay and from other available | 
local sources. , Se : a 

| = Not printed. : | |
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_ The Ambassador in Paraguay (Frost) to the Secretary of State ) 

No.1471 _ Asuncorén, November 2, 1948. | 
wag FEATS - [Received November 10.] | 
‘Sir: I have the honor to refer to the Department’s memorandum __ | 

no. 1060 of October 14, 1943, with regard to the sending of experts | 
from the United States to investigate or formulate plans for new | 
Paraguayanindustris. = = = =. Be? 
The presence in Asuncién of the cement experts and the citrus 

concentrate experts sent at the Department’s instance has created a __ 
favorable impression; and the Paraguayan Government has for some : 
months past been cooperating continually with the American experts 
in the Coordinator’s ® agricultural project, known as the Servicio | 
Técnico Interamericano Cooperativo de Agricultura, with regard to | 
projects for refrigeration, jute and ramie, and milk production. 

_ It may be worth mentioning that the hope of the government that 
_ special experts be sent has arisen from two considerations which it : 

regards as practical in type. (a) The creation or expansion of in- oF 
dustry in Paraguay must largely depend upon the sales prospects for 
its products in the world market, and the Paraguayan Government t 
feels that it would be unable to ascertain such prospects without the | 
help of the American Government (partly because of the war and 
post-war economic controls). (6) It is felt that the formulation of | 

_ plans would be inadvisable as to any industry unless the American __ : 
Government, and especially the Export-Import Bank, would be likely : 

_ to take an interest in such plans when once formulated; and with this 
in mind the presence of officially-sent experts to participate in the | 
preliminary studies and the elaboration of such studies would be con. | 
sidered to be especially helpful. However, as above indicated, there | 
seems to remain no further expectation of receiving such assistance. 

- Respectfully yours, — - Wester Frosr | 

COOPERATION BETWEEN THE UNITED STATES AND PARAGUAY TO_ | 
PREVENT PETROLEUM PRODUCTS FROM GOING TO PROCLAIMED | L 
LIST NATIONALS _ | 

800.6368/1151a: Airgram ON © re : 
The Secretary of State to the Ambassador in Paraguay (Frost) — : 

Sa ee Rak _ Wasutneton, April 16, 19483—6: 30 p. m. 1 
. A-203. Your despatch 702, January 12.% As you know the petro- | : 
Jeum pool is a cooperative system by which supplies of petroleum 

-™ Coordinator of Inter-American Affairs. | | oa 
- * Not printed. | | :
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| products and the facilities for transporting them are being made 

available, at considerable sacrifice, to many of the American republics. 

This system clearly does not contemplate that any of the products. 

thus rendered accessible to the participating nations will be placed at 

the disposal of persons whose actions are inimical to the defense of the - 

Hemisphere. a | | a | a 

‘Tf Paraguayan officials allow quantities of petroleum supplied to 

Paraguay under the pooling arrangement to be dissipated by counte- 

nancing sales of petroleum products to Proclaimed List nationals, it 

would be difficult for us to regard seriously any future Paraguayan 

~ request for additional allotments based upon the needs of local 

economy. = - |. =. | | 
Please inform the appropriate Paraguayan Government officials of 

the foregoing and report promptly to the Department what action is 

| taken to deny Proclaimed List nationals access to Paraguayan supplies _ 

of petroleum products. OO | . 

800.6363/1164: Airgram | | 

| The Chargéin Paraguay (Montgomery) to the Secretary of State 

| we ~ Asuncrén, May 1, 1948—8: 00 a. m. 

| a [Received May 6—4 p. m.] 

A-138. Reference Department’s airgram No. A-203, April 16, 1943, : 

6:30 p. m., in reply to Embassy’s despatch 702, January 12,® regard- | 

ing sale of petroleum products to Proclaimed List nationals. | 

Upon receipt of the Department’s airgram under reference an 

! appointment was made with the Minister of Agriculture, Commerce, 

and Industries,®* under whose jurisdiction falls the rationing author- 

ity of petroleum products which is practiced by the Direction General _ 

of Industries and Commerce. The Minister as well as a representa- 

tive of the Direction General of Industry and Commerce were present 

at the conference. 

The position of the Department was fully explained to the Para- 

guayan authorities with emphasis upon the point that the provision 

of petroleum products under the Pool system makes no allowance for 

the distribution or sale of such products to persons or firms on the 

Proclaimed List of Blocked Nationals. It was further suggested that | 

if such sale or distribution is continued it would be most difficult to 

justify the allotments which have now been made on the basis of the 

| essential needs of the country’s economy. In view of the tenure 

-® Latter not printed. _ ne Oo | 
* Francisco Esculies. oe ——
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[tenor] of the conversations the authorities were also reminded that | 

the identical situation exists as regards the sale of any tires and tubes | 
which, while in theory are received from Brazil, are actually part | 

_ of the stocks owned by the United States Government. = = => | 
The Paraguayan authorities did not dispute the position taken by | 

the United States Government, rather did they agree that it is just 7 
and reasonable. It has been agreed that the automotive registrations , 
of the country, particularly for Asuncién, will be checked against the ; 
Proclaimed List and that any vehicles belonging to either a firm or a 7 

_ person on the Proclaimed List of Blocked Nationals will be eliminated ! 
and will be granted no ration of petroleum products and will not be 3 
permitted to purchase tires or tubes. The Minister pointed out that 
there is in the Paraguayan market a certain amount of bootleg gaso- | 

_ jine, and even tires, smuggled out of Argentina, and that at least for _ 
the moment the local Government could do nothing to prevent this 
gasoline or the tires being bought by listed firms provided they are 

__-willing to pay the price. The Minister did by indirection, in reply | 
to a question, state that he is exploring the legal implications of | 
cancelling the operating permits of all automotive vehicles, both cars | 
and trucks, belonging to listed firms orindividuals 

_ _There is no doubt of the willingness of the Paraguayan authorities 
consulted to fully meet the suggestions of the Department within the 
limits of available powers. The check list of the automobiles and : 
trucks to be denied gasoline rations and the right to purchase tires | 
has been offered to the Embassy for examination. However it is 
believed that this administrative process should be left entirely in the 
hand of the Paraguayan authorities although the Embassy will not | 
hesitate to follow this matter through should any vehicles belonging __ 
to listed parties be seen in circulation after a reasonable period of __ 
time has elapsed. | | | | oe 

| |  Monrcomery 

800.6363/1164 : Airgram a | - Oo | 

The Secretary of State to the Ambassador in Paraguay (Frost) | 

| _ Wasxrneton, May 26, 1943—6:05 p. m. | 

A-241. Reference your A-138 of May 1, 1943. The willingness | 
which you found on the part of the Paraguayan authorities to meet _ 
the suggestion of the Department in the matter of keeping petroleum | : 
products from persons or firms included in the Proclaimed List is | 
noted. You are requested to report within a month or so on the degree | 

_ to which the desired results have been achieved. eee | 
The Department agrees that rather than having the Embassy ex- | 

_ amine lists of automobiles and trucks to be denied gasoline rations,
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, this administrative process should be entirely left in the hands of the 
Paraguayan authorities. = - 

- Should you deem it advisable to follow up the matter with the 

Paraguayan government in the event that Proclaimed List vehicles _ 

continue in circulation, it would probably be desirable to limit your 

representations to cases where the evidence which resulted in 

Proclaimed List action is particularly strong. — | 

800.6368/1203 | | an , 

The Chargé in Paraguay (Montgomery) to the Secretary of State 

No. 1091 Asuncion, June 5, 1948. 

| re [Received June 12.] 

Sm: I have the honor to refer to the Embassy’s Despatch No. 702, 

dated January 12th,** in which the Department was requested to indi- 

cate a policy regarding the sale of petroleum products supplied by 

the Pool Committee by Paraguayan authorities to local firms on the — 

Proclaimed List of Blocked Nationals. Reference is also made to the 

Department’s reply, airgram No. A-203, dated April 16, 6:30 p.m, _ 

1948 and the Embassy’s acknowledgment, airgram A~138, dated May 1, 

| 8 a. m., 1943. The Embassy’s reply under reference stated that this 

| matter had been called to the attention of the Minister of Agriculture, 

| Commerce and Industries and that he was in full agreement with the 

Department’s position that petroleum products provided under the 

Pool system should not be made available to the firms or persons in | 

this country on the Proclaimed List. oe | 

During the course of the month of May a close study has been made 

of the automotive vehicles registered with the municipality with the _ 

idea in mind of identifying those belonging to Listed firms. When 

gasoline ration tickets were made available for the month of June | 

these vehicles and their proprietors were refused gasoline rations. A 7 

list of the vehicles involved is being attached hereto” for the 

information of the Department. ee 
From the point of view of actual numbers the attached list may not 

be considered as impressive. It is important that the Government 

has conformed to its undertaking and has definitely refused gasoline 

to these firms. Conigliaro is one of the most important trucking > 

firms in Asuncién while Zanotti, Cavazzoni, Billi y Cia rank asone 

of the most important importers of foodstuffs. This development, 

as might be expected, has raised a tremendous amount of adverse 

® Not printed. 
an - |
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comment against the Direction General of Industries & Commerce ! 
which is responsible for the allocation of fuel quotas. However, the ! 

_ Direction General as well as the Minister of Agriculture have firmly 
stood their ground and it is refreshing to say the least that such steps | 

_ have been taken by the Paraguayan Government. = tS ma 7 
_ Upon the occasion of the discussion regarding this policy with the | 

Minister of Agriculture it was also mentioned to him that in principle | 
| the same policy should apply to all supplies imported from the United | 7 

_ States and also tires and tubes which are obtained from Brazilian 
sources. The Embassy has been assured by the competent authorities ft 

_ that the trucks belonging to Listed firms which have been refused _ | 
gasoline supplies will also be refused purchase orders for either tires : 
or tubes, | on ce : Respectfully yours, ee Epmunp B. Monrcomery | 

_ NEGOTIATIONS RESPECTING A TRADE AGREEMENT BETWEEN THE | | 
a _. UNITED STATES AND PARAGUAY | | 

611.3481/42a oe ee 2A AE eg PE, : : 
_ ‘Lhe Secretary of State to the Ambassador in Paraguay (Frost) | | 

No. 7920 - | _ Wasurneron, April 13, 1948. | | 
_ Sir: Reference is made to the Department’s instruction no. 189 of — | 
‘December 29, 1941 °° and more recent communications regarding the 
general provisions for the proposed trade agreement between the | 
United States and Paraguay. | Oe, | _ 

_ _There is enclosed (1) a revised draft of the general provisions, to- | 
_ gether with (2) an explanatory memorandum regarding the changes 
which have been made in the previous draft.° In general these 

_ changes are the result of experience which has been gained in trade- | 
agreement negotiations subsequent to those with Argentina, the pro- | | 

_ visions of the agreement with that country * having served as the 
basis for the text which was enclosed with the Department’s instruc- | 
tion of December 29, 1941 under reference. There is also enclosed (3) | 
a suggested text in Spanish which may prove of some assistance to — 

_ the Paraguayan authorities. With appropriate changes, and in ac- , 
cordance with the desire of the Paraguayan Government, this text | 
follows closely the general style of the Spanish text of the trade agree- 
ment with Argentina. | | Oe : 

- © Not printed. ~ | es | | | * Neither printed. a fe - ee 
* Agreement of October 14, 1941 ; for text, see Department of State Executive 

Agreement Series No. 277, or 56 Stat. (pt. 2) 1685. a | oe coe
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| You are authorized to present the documents mentioned above tothe _ 

Paraguayan authorities and to endeavor to obtain their agreement to | 

the revised text.” a — | 

You should also endeavor to reach an agreement with the Para- _ 

guayan authorities on the question of the exchange of notes and final 
minutes as set forth in enclosures four and five and at the end of page 

two of the Department’s instruction of December 29, 1941 under © 

reference. a be oe 
Very truly yours, | _. . For the Secretary of State: 

| | OS Dean ACHESON 

611.3481/56 Bn ms 

Memorandum by the Chief of the Division of Commercial Policy and 

Agreements (Hawkins) to the Secretary of State 

- | | _ [Wasurineton,] June 21,1943. 

PARAGUAYAN TRADE AGREEMENT NEGOTIATIONS | 

Mr. Secretary: Further discussions were held in New York over 

the weekend with the Paraguayan Finance Minister * regarding the 

| points on. which agreement should be reached before issuance of the 

notice of intention to negotiate. An agreement was reached, subject © 

to your approval, along the following lines: ss —— 
Tt was pointed out to the Finance Minister that it had been our 

practice to consider all charges collected at the customs (before release 

of the goods), whether basic import duties, import surcharges or 

internal taxes collected at the customs, as charges on or in connection 
with importation, thus being distinguished from charges (which we 

considered internal taxes) collected on imported goods after release 

from the customs. co a 

On the basis of such a distinction, the Finance Minister agreed to — 

accept the substance of our “standard” provision for national treat- 

ment on internal taxes, and for a binding of all import charges with- 

out exception on products on which concessions would be granted. 

This would mean: 1) national and most-favored-nation treatment 

without any exception in the case of internal taxes collected after 

release of goods from the customs; 2) most-favored-nation treatment 

‘on imported goods with respect to all charges collected at the cus- 

toms before release of the goods; and 3) binding without exception of 

all charges collected at the customs on goods imported from this 

country on which concessions may be granted. | | 

® The draft agreement was submitted to the Paraguayan Ministry for Foreign 

Affairs and referred by it to a special technical commission for study. 

® Rogelio Espinoza.
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With agreement by the Finance Minister on the above points asa | | 

basis for negotiations, I believe we are quite safe in issuing public 

notice * before the President of Paraguay © starts his journey home : 

tomorrow. <A draft press release for that purpose is attached for ini- 

tials, if you approve. -There is also attached for initials a memo- 

-yandum of understanding * on the ‘above points, which would be | 

handed the Finance Minister, if you approve. | 

Te ngs | oe Harry C. Hawkins | 

611.8481/58e ee | | oe as 

_ The Secretary of State to the Ambassador in Paraguay (Frost) — | 

No. 972 | —— _ WASHINGTON, August 17, 1948. | 

Sie: In accordance with the understanding reached with the Min- 

isters of Foreign Affairs *’ and Finance of Paraguay during their | 

visit to Washington in June in the company of President Morinigo, 

regarding the proposed trade agreement between the United States _ | 

and Paraguay, there is enclosed for transmittal to the Minister of | 

Foreign Affairs a revised text of the general provisions and related | 

notes for that agreement.®® There is also enclosed a memorandum 

which will serve to explain the new draft text in the light of the dis- | 

cussions in Washington and the points raised in the Paraguayan | 

counterdraft enclosed with the Embassy’s despatch no. 1080 of June | 

2, 1943. You may proceed to discuss this revised text with the | | 

Paraguayan officials, and endeavor to obtain agreement upon it. ‘The 

Department will of course consider carefully any points which may | 

still not be acceptable to the Paraguayan officials, but an effort has 

been made in the enclosed revised text to meet the various points raised 

by those officials in connection with the earlier text. ee : | 

In due course, following consideration of the information presented _ : 

at the public hearings on August 4, the Department will send to you | 

for formal negotiation with the Paraguayan officials definitive pro- | 
- -posals regarding SchedulesT and II. a | 

Very truly yours, _ . For the Secretary of State: 

oe - | a Dean ACHESON | 

| 6 For public notice of intention to negotiate a trade agreement with Paraguay, 
released June 28, 1948, see Department of State Bulletin, June 26, 1943, p. 597. 

© Higinio Morinigo, President of Paraguay, was on a visit in the United | 
States during June; see pp. 690-692. | | 

© Attachments not printed. . a Oe 7 . : 
~~“ Tuis A. Argafia. | | | | 

| * None printed. — | - 
* Schedule I was a list of United States exports on which the Department | : 

| eee from Paraguay. Schedule II included a list of concessions to
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611.3481/66b _ | | ue ee 

The Secretary of State to the Ambassador in Paraguay (Frost) 

No. 1030 WASHINGTON, September 28, 19438. 

_ Sim: With reference to the concluding paragraph of the Depart- 
ment’s instruction no. 972 of August 17, 1943, in which it was stated 
that definitive proposals regarding schedules for inclusion in the pro- 
posed trade agreement with Paraguay would be forwarded following 
consideration of the information presented at the public hearings, 
there are enclosed definitive proposals regarding Schedules I and II 
of the agreement.”° You may transmit these Schedules to the Minister _ 
of Foreign Affairs and proceed to a discussion of them in an endeavor 
to obtain agreement thereon. | 

In formulating the list of concessions on products of the United — 
| States imported into Paraguay, this Government has attempted to 

restrict its requests to moderate proposals, keeping in mind the extent 
of the concessions it is in a position to offer in Schedule II of the © 
agreement. In the case of the majority of the items in ScheduleI  _ 
which involve trade of considerable value, it will-be noted that United 
States requests are merely for the binding of existing customs 
treatment. — ) | - | 

If Paraguayan officials are not willing to bind the present rates — 
| of duty on lubricating oils and greases, in accordance with this Gov- _ 

ernment’s request on Tariff Paragraph 156 of Schedule I, you are 
authorized to drop the request on that item. In the event of an un- 
willingness by those officials to grant the concessions requested on any 
other items, the matter should be referred to the Department. for 
further consideration. _ | ge / 

- The rates of duty which are set forth in Schedule I are the basic _ 

Paraguayan import duties only. It is understood, of course, that 
in accordance with the provisions of the second sentence of Article __ 
VII of the General Provisions of the proposed agreement, supple- | 
mentary duties, taxes, et cetera, on products imported from the United 
States which are included in the Schedule will be bound against in- | 
crease during the life of the agreement. eer | | 

It is not believed that the individual items in Schedule I require 
specific comment except perhaps in the case of the note following 

Paragraph 154. For your own information, it is the Department’s 
| understanding that the bulk of imports of leaf tobacco from the _ 

United States would properly be classified under Tariff Paragraph | 
154(d) at a high rate of duty, whereas, as a matter of practice, such | 
imports are actually entered under Paragraph 154(e) at a substan- 
tially lower rate of duty. The purpose of the note, of course, is to 

” Not printed. | | .
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maintain, during the life of the agreement, this apparently irregular | 

but favorable tariff situation affecting imports of leaf tobacco from : 

the United States. If the Paraguayan authorities raise difficulties _ | 
about the inclusion of the note (which is of greater value than the : 
binding of the rate of duty under 154(e) ), you might point to the fact 7 

that, in one of the four exchanges of notes which supplemented the 

trade agreement between the United States and Argentina, provision __ : 
was made for continuing, during the life of that agreement, the exist- | 

- ing customs treatment of certain articles about which there might — | 

have been some doubt. _ ER | ae 
The note which follows Tariff Paragraph 667 should be self- | 

explanatory. It relates to such office equipment as “Dictaphones”, and | 

is included at the request of an exporter who had found that his 

-_- product was apparently being subjected to import duties as a musical 
instrument at much higher rates than those generally applied to | 
office equipment. You might point out to the Paraguayan officials that , 
a number of other governments have, in recent trade agreements with — | | 
the United States, agreed to the classification of such machines as 
office equipment. Paragraph 667 seems to be the most suitable para- ) 

| graph in this section of the tariff under which to include the note on — 
dictating machines and parts and accessories thereof. _ — 

| Purely as a matter of convenience to you and possibly to the Para- 

- guayan officials, the proposed Schedule I has also been prepared in | 
Spanish, in conformity with the Paraguayan Tariff. an io 

| There is also enclosed for your convenience a copy of the report on — 
- Schedule I of the Country Committee on Paraguay to the Committee — : 

on Trade Agreements. This report is sent to you solely in order that _ ! 
you may have readily available trade statistics regarding each item — 
included in the Schedule. The columns referring to the proposed a, 
rates of duty should be ignored, as the proposals of the Country Com- 
mittee were considerably modified by the Committee on Trade 
Agreements, st” 7 | ees ! 

It may be useful, in your discussions with the Paraguayans,tohave __ 
| available data regarding trade coverage. From that standpoint, 

products listed in Schedule I accounted for 28.6 percent of total Para- | 
guayan imports from the United States in 1940 while products listed tf 
in Schedule II accounted for more than 95 percent of total United | 

States imports from Paraguay inthe same year. oe ee 

- With regard to Schedule II, this Government has not found it. | 

possible to accede to the Paraguayan Government’s request for con- 
cessions on castor oil, lemon-grass oil and certain fatty acids and salts | 
derived from tallow, but requests for concessions on all other items 

_ which were included. on the list published here have been granted to ot
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the full extent permitted under existing authority. It is understood 
that the tallow acids and salts are not produced in Paraguay and their 
omission should therefore not be the cause of any concern to the 
Paraguayan authorities. | / | | - 

- With reference to the omission of castor oil and lemon-grass oil - 
from Schedule II, you may inform the Paraguayan officials that, in 
the opinion of this Government, the position of Paraguay as a present 
or potential supplier of the United States market does not warrant a 

| concession on these products to Paraguay in the first instance. If they — 
should be the subjects of concessions in later trade agreements nego- 
tiated by this Government with other countries which are important 
suppliers, however, imports from Paraguay would of course be en- | 
titled to most-favored-nation treatment. © | 

It will be noted that the description of rum appearing in Schedule 
II is the same as that used in previous trade agreements, and no spe- 
cial reference has been made to “Paraguayan” rum. If the Para- 
guayan officials take notice of this and again request specific reference 
to “Paraguayan” rum, you may inform them that despite thorough 
investigation here it has been impossible to obtain sufficient informa- 
tion regarding that product and its use, if any, in the United States to | 
permit specific reference to it in the Schedule. As a matter of prac- 
tice, the Bureau of Customs insists that when some specific descrip- 
tion such as “Paraguayan rum” is used in a schedule, such reference 
shall be the common and commercial designation of the product in 
the United States market. If the Paraguayan officials insist on some 
such specific designation (which in any case will result in no more 
beneficial concession than can be granted on rum generally), you | 
should request them to provide as detailed information as possible 
concerning the products used in and the process of manufacture of, the 
product, as well as any other information which they can supply . 
regarding the sale of the product in foreign countries including the | 
United States, and the specific name by which it is known. It would 
be helpful, if you should have need to report further on this matter 
to the Department, to include a label used on the product as sold in | 
Paraguay orabroad. —— | oe TS | 

Tt will be noted that concessions to the maximum extent permitted 
by the Trade Agreements Act have already been granted on many of _ 
the products included in the proposed Schedule II. In discussing 
this Schedule with the Paraguayan authorities, you should emphasize 
the fact that the concessions offered represent the greatest improve- 
ment in tariff treatment which it is possible to accord in relation to 

, the statutory rates set forth in the Tariff Act of 1930. You should | 
also stress the value of the fact that, as a result of the proposed agree- 
ment, the improved treatment of the products included in Schedule IT
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would be granted to Paraguay in its own right and that the Para- 
guayan products in question, upon importation into the United States, , 

, would no longer have to depend upon extension of most-favored- | 
nation treatment by the United States.in order. to obtain such im- 
proved treatment. Unless these facts are pointed out, Paraguayan | | 
authorities may be inclined to overlook them in their consideration of 7 
the proposed Schedule. — a nope lp ney | | 

Very truly yours, __.. »-For the Secretary of State: 

| Dean Actuson 

«6 11.3431/68 - OC : re 

The Ambassador in Paraguay (Frost) to the Secretary of State | 

No. 1448 | Asunci6n, October 27, 1948. | 
| | [Received November 4. | 

Sir: I have the honor to refer to the Department’s Instruction No. 
_ 972 dated August 17th, 1943, (file No. 611.3431) enclosing for trans- 

| mission to the Ministry of Finance a revised text of the general 
provisions and related notes regarding the proposed trade agreement 
between the United States and Paraguay. | : eo ‘ 

| ‘The revised text was submitted to the Foreign Office with an un- _ | 
official translation on August 30,1943, and on numerous occasionssince siz; 
that time the Minister of Hacienda and officials in the Foreign Office — | 
have been contacted by First Secretary Montgomery to obtain the | 
approval of the revision, in view of the current belief that no action = |. 

_ would be taken until the completion of negotiation of a trade agree- | 
ment with Argentina. Assurances had been given me repeatedly | 
by the Foreign Minister that the two agreements were not inter- 
related, and by the Minister of Hacienda that the matter of the Ameri- 
can-Paraguayan agreement would be cleared up prior to his departure | 
forBuenosAires. es es | 

However, after the closing of the Foreign Office on October 23, the 
Embassy received Note No. 718 dated October 22, 1943 with a copy of : 
a memorandum of the Ministry of Hacienda containing observations +} 
made by that Department. regarding various articles of the revised. , 
draft. Copies of this note and its enclosure are enclosed herewith.’ 2 
No indication was previously given by the Ministry of Hacienda that | 
the draft was not to be approved unconditionally, and no opportunity | 
was given to discuss it either with the Ministry of Hacienda or the | 
members of the Interdepartmental Committee prior to the departure : 
of the Minister for Buenos Aires accompanied by Mr. Julio Bajac, the : 

™ Neither printed. Be oe
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leading Foreign Office official dealing with the American-Paraguayan 

trade agreement. Wo gk 

In view of the manner in which the Minister of Hacienda has 

handled this matter, I cannot escape the feeling that the delay has 

been deliberate so as to avoid the necessity for action prior to the 

Paraguayan-Argentine negotiations. There was ample time to permit 

consideration and a decision so that it could be submitted to the | 

Department for approval or comment prior to October 25, had the 

Minister desired to facilitate that course. Oe 

There is also enclosed a copy of the unofficial translation“ that 

was sent by the Embassy to the Foreign Office with the revised drait. 
| ~ Respectfully yours, WESLEY Frost 

634.3531/41 a a | | | | 

The Ambassador in Paraguay (Frost) to the Secretary of State 

No. 1562 a Asunorén, November 23, 1943. 

: : : ne [Received December 1.] 

Sir: I have the honor to refer to my despatches Nos. 1530 and 1552 

of November 13 and November 20, 1948, respectively,”* and to report | 

that although Foreign Minister Argafia returned to Asuncién yester- 

day and Finance Minister Espinoza on the previous day, my con- 

versations with them thus far have been brief and casual. As there 

is no northbound pouch after today for five days, the following general _ 

preliminary observations on the trade treaty * may be offered at this 

The treaty contains two or three evidences that Dr. Espinoza secured 

the inclusion in it of provisions which he discussed in Washington 

last June (with Messrs. Fowler and Smith’) in connection with 

our own prospective trade agreement, and which were apparently 

. special ideas of his. (a) The Argentine-Paraguayan trade agreement 

will only cease to function one year after denunciation by either side. | 

It will be recalled that he objected strongly to our provision for the 

termination of our trade agreement only thirty days after denuncia- 

tion. (6) The treaty with Argentina provides for a mixed commis- 

sion with important functions, in conformity with Dr. Espinoza’s 

idea that such a mixed commission can keep trade agreements alive 

-"Notprinted. a oe. 7 
% Neither printed. — | i oo | 
Wor text of the Argentina-Paraguay trade agreement, see Ministerio de | 

Relaciones Exteriores y Culto de la Republica Argentina, Instrumentos. inter- 

| nacionales de caracter bilateral suscriptos por la Republica Argentina, vol. 1, 

». is Wiliam A. Fowler, Acting Chief, and H. Gerald Smith, Assistant ‘Chief, 

Division of Commercial Policy and Agreements. |
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by adapting them continually. (¢) The problem presented by Para-_ | 
guay’s incredibly tangled system of special internal duties on im- | 
ported goods, which. amount to the second zone of tariff defense, is , 

_ covered in the Argentine treaty by approximately the same language | | 
which Finance Minister Espinoza proposed in Washington when we , 
endeavored to provide against future discrimination arising from 
these secondary and indirect imposts upon importation. oo | 
An interesting provision in the supplementary Argentine-Para- _ | 

guayan “Convenio Complementario” looking toward the balancing of __ 
exports and imports between the two countries provides (see its 
Article 5) for the promotion of new industries in Paraguay, for the : 
despatch of Argentine experts and technicians to study and formulate | | 
plans for such new industries, and for the use of Argentine capital — | 
in connection with them, drawn from funds deposited as a result. of 
the balancing operations. This doubtless reflects Minister Espinoza’s 7 
disappointment that the American Government would not send ex- | 

__perts to study possibilities for new Paraguayan industries, in accord- | 
ance with the present Paraguayan urgent desire to foment new | 
production in this country. From a practical standpoint the arrange- _ 
ment need not be taken with seriousness, however, as it is to be doubted | 

_ whether Argentine technical advisers and funds will actually be _ | 
forthcoming in a manner actually to effect the founding of new : 
‘industries here. — Be eta Oo Saat 

It is perhaps to be deprecated that the Mixed Commission to formu- : 
late measures to bring about the Customs Union between the two | 
countries will likewise have other functions of a permanent nature, | 
so that it will constantly hold meetings from time to time during the | 
life of the commercial agreements. Ifthe Commission had been solely 

_ for the purpose of working toward the Customs Union its sessions 
might have been sporadic and it might gradually have ceased to be | 
veryactive, © 0 eS ee . 

~ With. regard to the visit of President Morinigo and Dr. Argafia — 
to Buenos Aires in mid-December, I am informed confidentially by __ L 

_ the Uruguayan Minister here that there seems to be little prospect _ 
of a visit to Uruguay at that time. The Paraguayan Government is : 
seriously dissatisfied at the campaign conducted by Uruguayan labor | 
unions, students and newspapers against the Morinigo regime; and : 
while it does not doubt that the Uruguayan Government would take : 
suitable precautions if Morfnigo were to accept its still-outstanding 
invitation, it believes that untoward incidents would be highly likely | 
to occur. This will leave Uruguay as the only country in Scuth 
America to which President Morinigo will not have made an official | 
visit during the present year. Presumably he and Dr. Argafia hope | 
that Uruguay will take steps gradually to bring about the disappear- 
ance of the hostile agitation in Montevideo. rs
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| During my two curbstone conversations with Finance Minister 

Espinoza since his return he made two remarks which may be of 

interest. In the first place he was anxious to learn whether the 

American Government has indicated that it accepts Paraguay’s assur- 

ances of continued loyalty to the American and Allied group of na- 

tions despite the negotiation of the Argentine agreements. (A certain 

- amount of delay in any indication of the Department’s attitude might. _ 

| possibly not have an unwholesome effect here.) In the second place 

he inquired at once regarding the Department’s reactions to his re- 

quests for changes in the text of the proposed Paraguayan Trade 

Agreement with the United States. It is conjecturable that he has 
a private sense of apprehensiveness because of his unjustifiable delay 
in dealing with the draft submitted to him after his return from 

Washington embodying the agreements which he had accepted when 
he was in the United States. He will probably be glad to move | 
promptly now to secure the Agreement with us, as a demonstration 
that Paraguayan-American relations have not been damaged. = 

Respectfully yours, |  Wrstay Frosr 

611.3431/41 | , | | 

Memorandum by Mr. R. Horton Henry of the Division of Commercial 
| Policy and Agreements to the Chief of the Division of the American 

Republics (Bonsal) Oo | | 

| | [Wasuineron,| December 15, 1943. 
Mr. Bonsau: Reference is made to your memorandum of December 

18,7” inquiring as to the status of the trade-agreement negotiations 
| with Paraguay. bes | — 

A memorandum has just been prepared for the members of the 
Trade Agreements Committee outlining the substantive objections on 
the part of the Paraguayans to the revised draft general provisions. 
In their counterproposal, the Paraguayans wish to omit the require- 
ment of thirty days’ advance notice in the case of administrative 
rulings effecting advances in rates of duty. <A definitive decision on 
this point will be postponed pending determination as to whether the 
requirement would involve a modification of the basic customs law of 
Paraguay or merely entail a change in present administrative practice. 

The second point raised by the Paraguayans concerns the impair- 
ment and nullification clause of the general provisions. This Division 
has submitted for the approval of the Trade Agreements Committee 
an alternative which, it is felt, will meet the objections of the 
Paraguayans. - | | 

™ Not printed. | ,
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- The proposed Schedules I and II will be discussed with the Para- 
guayan Government in a definitive manner as soon as agreement has 
been reached on the general provisions.” | | 

In his despatch No. 1494, November 5, 1948, the Ambassador had recom- 
| mended a new review of the proposed schedules because of the drastic changes | 

in the Paraguayan customs and currency laws. The negotiations did not come 
| to fruition in a trade agreement until September 12, 1946. (611.34381/69) ; 

461-035-6546 | | | | |



a PERU] —— 
AGREEMENT BETWEEN THE UNITED STATES AND PERU CONCERNING 

AN AIR SERVICE, ADJUNCT TO THE PROJECT OF DEVELOPING WILD 

RUBBER, ENTERED INTO ON FEBRUARY 18, 1943 | 

[The text of this agreement is an enclosure to despatch No. 6148, 
February 19, 1948, from the Ambassador in Peru, not printed 
(823.796/261). The agreement provided that the Defense Supplies 
Corporation should construct such airports as were necessary for 
gathering wild rubber, on land donated by Peru, using materials made 
available by but not at a cost to Peru. The Defense Supplies Corpo- 
ration was to operate the airports and provide and operate aircraft. 
Peru was to refund certain taxes on the Corporation’s supplies and 
personnel, grant passport visas, and allow the Corporation to operate 
radio stations. The agreement was to be coterminous with the rub- 
ber agreement between the United States and Peru of April 238, 1942 
(see Foreign Relations, 1942, volume VI, pages 664 ff.), and at its 
termination the airport facilities, except movable items, were to 
become the property of Peru.| | 

DISCUSSIONS BY THE UNITED STATES AND PERU OF SHIPPING 
PROBLEMS oa 

800.8820/1008 | RE 

The Ambassador in Peru. (Norweb) to the Secretary of State 

No. 5985 Lama, January 30,1948. 
| [Received February 13.] 

‘Sir: I have the honor to inform the Department regarding the 
~  gourse of continued discussions with Finance Minister East concern-_ 

ing the use of Peruvian ocean carriers in the United States trade. | 
Mr. East did not modify his position that chartering is unaccept- 

able, but reiterated Peru will place two vessels in this trade on a per- 
manent basis without diverting them for other uses. They will be 

1The Ambassador had reported in his despatch No. 5758, January 5, 1948, that 
‘Peru opposed chartering because it considered her vessels as the only inde- ) 
pendent tie to the outside world, and regarded W. R. Grace.and Company as | 

. dominated by the War Shipping Administration (800.8820/929). However, in | 
his despatch No. 5709 of December 31, 1942, the Ambassador had noted Peru’s 
willingness to allow chartering her vessels on the condition that the United . 
States agree to purchase 700 to 800 tons of surplus wool and to provide certain 
gold mining supplies (800.8820/917). | 
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ye peosststs=~S~S~S | 
under the direct administration of the Peruvian Steamship Company | 
which is owned by the Government. He expressed no further interest | : 
in importing wheat from the United States. Other Peruvian and for- | : 
eign bottoms will be used for the Argentine trade. | | | 

_ The Minister was in possession of a telegram from the Peruvian Em- | 
bassy in Washington indicating 6,500 tons of wool had been tentatively : 
spoken of as a satisfactory amount to consider. This sum differs from | 
his previous estimate of 700 to 800 tons which evidently represented | 
only alpaca wool. In any case the 6,500 tons were described as of the ) 
1943 clip and is the amount Peru desires to ship in 1948. This quan- — : 
tity does not include a 2,500 ton carry-over from 1942 which the Min- 
ister believes can be disposed of in markets outside the United States. an 
-A-summary of the Minister’s views was reported in telegram No. 133 

of January 28, 5 p. m., 1948,? to which the Embassy added its recom- 
mendation that the amount of admissible wool be diminished propor- 
tionally to his reduction from four to two vessels. Mr. East resisted 

the suggestion regarding the proportional decrease for wool; remarked 
it might be best to sell the wool in Mexico, whence inquiries had been | 
received; and: observed. that the entire problem had been disposed of in — | 
our last conference. He even ventured that in the future it would be 

- gonvenient to have the statements of the American Government in } 
writing so that there could. be no question of what was previously said. : 

| After reminding him there is no misunderstanding, that negotia- i 
tions are impossible if one of the participants insists on the adoption | 
of his entire program without considering the desires of the other, we : 
finally agreed heartily the only difference consists of Mr. East’s pres- | 

| sure for the maximum amount of wool while the American authorities | 

were endeavoring to obtain as many vessels as possible. 

_ Ha zeqnested that the American Government, assign. rensonable = 
percentage of space for such cargo as the Peruvian authorities should 
desire to. ship northward and agreed to the reasonableness of a similar 
provision regarding southbound cargo of interest to the United States. 
He based his request. for space reservation on information regarding ! 
the arrangement with Argentina and could see no reason why similar | 
treatment could not be given Peru, even though Argentina had ac-. 7 

_ eepted. the, charter provision and Peru will not. 
_ _He expressed the desire that the United States afford the customary 

facilities extended to Allied shipsin wartime. = | 
_ Presumably the next move will be taken in Washington, but should | 
any new developments occur in Lima, the Department will be | Gnformed promptly. se : 

_ Respectfully yours, =. ~~. RB, Henry Norwzs : 

os 2 Not printed.’ og RSE GEER Asi, Bt ayes oe Cat 2s tf



714 FOREIGN RELATIONS, 1943, VOLUME VI 

- 800.8820/1206: Telegram ee, - ee — ae oo. 

_ The Ambassador in Peru (Norweb) to the Secretary of State | 

ns Be Lia, May 14, 1948—6 p.m. 
oo a CO —-- FReceived 10:21 p. m.] 

- 697. Reference Embassy’s telegram No. 680, May 11, 7 p. m2 and 
previous communications regarding Peruvian ships in United States 
trade. The Finance Minister and the Embassy have received notice — 
from Grace and Company that the War Shipping Administration 

| insists the Ucayalk load cargo for New Orleans and gives -the im- 
pression the ship is more or less prohibited from going to San 
Francisco. — | an oe, | . 

Our original agreement was the two ships would go to the West 
Coast. The Finance Minister has assumed a responsible attitude but 

| earnestly requests that the ships be authorized as usual to load for | 
San Francisco until full cargoes for Peru are available there. There- 
after he will send them to New Orleans to cooperate as closely as 
possible with the United States. . 

This request seems reasonable and I wish to recommend it for the 
Department’s most serious consideration. a 

| -Norwes 

800.8820/1206: Telegram | SO 

The Secretary of State to the Ambassador in Peru (Norweb) 

7 | ' Wasutneton, May 19, 1943—6 p. m. 

579. Your 397 [697], May 14,6 p.m. Because of port conditions 
on the West Coast arising from military considerations and because 
of congestion of transcontinental rail facilities all lines formerly | 
operating between the West Coast of South America and the West. _ 
Coast of the United States have been requested to transfer their op- 

| erations to United States Gulf ports. Both vessels of the Chilean. 
| Line and those operated by Grace and Company are affected. | 

It is hoped that Finance Minister will understand this change in 
our original agreement is dictated purely by reasons of war necessity. 
There is little if any cargo for Peru now on the West Coast since 
shipments are not authorized to move until booking on a specific vessel 
has been accomplished.’ Inasmuch as no bookings have yet taken place 
for movement to Peru out of West Coast, there should be little if any 
cargo on hand for Peru in West Coast United States ports. The 
Department understands also that one of the Peruvian vessels will _ 
be permitted to go to the West Coast. For your information this. 
vessel (probably the Perene) can not make convoy speed in the Gulf... - 

7Not printed. | | |



Through a misunderstanding some wool permits have not yet been 
issued by WPB.‘ This is now to be done immediately and the wool ? 
will move in Peruvian vessels. Grace and Company received their | 
instructions respecting Peruvian vessels from the War Shipping Ad- | | 

_ ministration and should any problems arise in connection therewith | 
you should first discuss the matter with Grace. : | : 

800.8820/1248: Telegram ghee tl a ae | 

The Secretary of State to the Ambassador in Peru (Norweb) | : 

| . —  Wasuineton, June 12, 1943—11 p. m. | 
684. Your despatch 6923, May 24.5 Conversations with Chavez é | 

and interested agencies have led to the conclusion that the Peruvian _ | 
export control cannot be coordinated with our import control without | 
much loss of time and delay of shipments. Peru would lose by such | 
interference with her exports. WS.A:7 cannot be expected to put in | 
vessels to lift Peruvian products without assurance that these products | 
can be exported. Such control is likely to interfere especially with | | 
occasional last-minute arrangements to fill in with non-essential cargo | 
which Peru cannot ordinarily ship. SS ae | | 

It is believed here that WSA has not discriminated against. the | 

Peruvians in the allocation of cargo. Delay in getting cargo. for | 
_ the first trip of the Peruvian vessels was caused by the lack of an ) 

agent here (see Department’s 212, February 22).5 On May 7, before | 
the Ucayali was ready to load for. second voyage, Grace, as WSA’s | 
agent, cabled that zinc concentrates cargo was being worked out. 
When this was not accepted, a sugar and wool cargo was agreed to | 
by a Grace cable of May 22. Now, WSA learns that the Perené will | 
carry this sugar and perhaps some flax, and the Peruvians want the 

_ QOcayali, which is now engaged in coastal trade, to load lead and .cop- | 
per bars in late June. | gh ae 4 

It appears that the Peruvians do not wish to carry priority.cargo ek 
_ laid out by WSA as had been agreed. If you believe it will help to : 

make the Peruvians forget, hereafter, their objection to putting the - 
Ucayali in the New Orleans run, permission will be granted for the | | 
lead and copper cargo, but we would much prefer to have priority. | 
cargo moved. — | | | ok | 

The Department feels that it may have been a mistake for the re- 
quest for the Ucayali to go to New Orleans to have come through | 

‘War Production Board. _ | oe 
* Not printed. | | : 
* Juan D. Chavez, Peruvian Commercial Counselor in the United States. 
* War Shipping Administration.
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Grace, but it is hoped the Peruvians will understand the request was 

made only because unanticipated congestion on the West Coast forced 

diversions of all vessels possible to other areas. Chilean and Grace 

Line vessels are also required togointotheGulf. 

Please endeavor to straighten out the misunderstanding with the 

Peruvians and see if a better understanding of the situation will not 

lead them to withhold application of the export control. oe 

Your recommendation as to whether the Ucayali should be permitted = 

to move lead and copper bars is needed promptly since WSA is delay- 

ing an answer to the Peruvian request. OO | 
It has just been learned that 1500 tons of zinc concentrates at Supe 

can be made available for Ucayali and this is far more needed for 

the war effort than lead. It is hoped you can arrange to have it lifted. 

800.8820/1201 | ; OMe 

The Ambassador in Peru (Norweb) to the Secretary of State 

No. 7219 : | Lima, June 28, 19438. 

vo - ne [Received July 5.} | 

Sir: I have the honor to inform the Department that the Minister 

of Foreign Affairs® has expressed concern over recent report, that 

with the sale of the Chilean passenger vessels to the American Govern- 

ment this coast will be without passenger service.° ee 

| _ The Minister remarked that this 1s a disturbing development, and — 

added that many Peruvian business men and officials are unable to 

travel abroad on business considered important to them owing to the 

limitations on transportation by Panagra.' He cited recent reports 

submitted to him to the effect that about eighteen outstanding Peru- 

vians are now off-loaded at different air. terminals between Lima and 

Miami and that the congestion seems to be increasing rather than 

diminishing. He inquired if there is any immediate prospect of _ 

relief either by inaugurating restricted steamer passenger service or 

increasing the number of airplanes on the West Coast run. OO 

Consequently, if the Department is in possession of any useful in- 
formation regarding the possibility of improvement, I should appre- 

ciate knowing of it. , PRE 
Respectfully yours, BR. Henry Norwep 

® Alfredo Solf y Muro. | : a : _ “ : a — a , 

10 Wor correspondence on Chilean shipping problems, see vol. v, pp. 862 ff.. 
“Pan American Grace Airways. | _ _
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| 811.20 Defense(M) Peru/939: Airgram So 2 woe . . 

_ Lhe Ambassador in Peru (Norweb) to the Secretary of State : 

ee cee Lama, August 5,1943—5 p.m. | 
ot “gatos [Received August 10—8 p. m.] 

A-1196. Reference airgram A-1163, July 27, 5 p. m., and telegram: | 
No. 1044 of August 2, 5 p. m.”? from Libbey #8 to Rosenthal,** OE W,, | 
regarding the desire of the Peruvian Government to obtain shipping | 
space for wheat on ships returning from Australia. — a 

Supplementing the information supplied by Captain Alzamora,** I : | 
wish to inform the Department and other interested dependencies of 

_ the American Government that Finance Minister East today stated he 
_ and the President had discussed this matter and had agreed to submit _ 

a direct request to me for assistance in obtaining the allocation of 
_ shipping space for 100,000 tons of Australian wheat for delivery dur- 

Ing the remainder of this year or perhaps extending over into the first 
two or three months of 1944. The Minister stated that this is a neces- : 

_ Sary, precautionary measure owing to the general shortage of bottoms. | 
_ and the limited number of Peruvian ships, one of which was recently | 

_ damagedin Chilean waters. = SS Pee DBS | 
_ Consequently the request of the Minister is being forwarded with | 

the recommendation that the Department render such assistance as 
may be appropriate, considering the importance of maintaining the 
Peruvian bread supply which is so largely dependent on imported - | 
Wheaten Oo 7 oe 

‘The Secretary of State to the Ambassador in Peru (Norweb) : 

— No 2657. __, -Wasuneton, August 7, 1948. ft 
_ Str: Reference is made to your despatch no. 7 219 of June 28, 1943: | 7 concerning the probable suspension of ocean transportation services to _ 
the West Coast of South America. ees | 

__ While the sale of the Chilean passenger vessels to the United States | 
_ has not as yet been consummated, it is confidently expected that the 

vessels will be acquired shortly, thus withdrawing them from pas- 
_ Senger service. In so far as the Department is aware, there is no im- : 

mediate prospect of the situation being relieved by any additional 
_ Shipping service. With reference to the possible increase of the num- | 

~ 2 Neither printed. | EES Sa le 8 0S lhe eal 
| ='W. G. Libbey, Representative of the Office of Economic Warfare in Peru. “Morris S. Rosenthal, Assistant Director, Office of Economic Warfare. “Capt. José R. Alzamora, Coordinator of the Peruvian Office for General Co- ot ordination of Transport. 

:
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| ber of airplanes on the West Coast run, the Department is fully aware 

of the situation which will be created by the withdrawal of the Chilean 

vessels and has supported a recent Panagra request for additional 

transport aircraft. Although this type of airplane is in urgent de- 

mand, it is understood that Panagra has been assigned two additional 

- planes, which should help to alleviate the congested air traffic condi- 

tions in your area. | Oo a me os 

Very truly yours, For the Secretary of State: 
| | : _ G. Howianp SHaw 

811.20 Defense(M) Peru/939 : Airgram . 7 

The Acting Secretary of State to the Ambassador in Peru (Norweb) | 

: | Wasuineoton, August 21, 1943—5: 10 p. m. 

A-928. Your A-1196, August 5,5 p.m. Department inquired of 

the War Shipping Administration as to the possibilities of obtaining 

the allocation of shipping space for 100,000 tons of Australian wheat 

for delivery during the remainder of 1943. and possibly extending © 

into the first part of 1944. The War Shipping Administration 1s 

definitely opposed to rendering any assistance in the allocating of — 

shipping space for movement of wheat from Australia on the grounds 

that Peru is receiving ample supplies of wheat at the present time 

from Argentina and Australia, and that to arrange wheat imports 

from Australia would require diversions of shipping and serious 

delays at a time and in an area where this must be avoided for obvious 

: military reasons. , 

| According to the records of the War Shipping Administration, 

. the movement of wheat from Australia to Peru in 1943 through June 

99, 1943 amounted to 31,429 tons. Additional expected arrivals of 

Australian wheat in Peru amount to 17,100 tons, or a total movement 

of wheat from Australia to Peru known to date in 1943 of 48,529 tons. 

- In addition, statistics of exports of wheat from Argentina to Peru 

for 1943 through July 8, 1943 show a total movement of 40,109 tons. 

This compares with the total exports of wheat from Argentina to Peru 

for recent years as follows: | | Se i | 

| ee Eeports of Wheat to Peru | 

Year (Tons) | 
1940. | 121, 928 | 7 

1941 Oo 94,764 | 
| 1942 7 131,468 a 

| To summarize the above, the total of arrivals and expected arrivals 

of wheat in Peru from Argentina and Australia to date in 1943 amount 

to 88,638 tons. Sn | | ,
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If Embassy is of firm opinion that Peru is facing a crisis with © | 

respect to Peruvian wheat supply, the War Shipping Administration ot 

| informs the Department that it sympathetically would consider re- | 

leasing the Peruvian Government from its obligation of maintaining | 

the two Peruvian vessels now in the trade between Peru and the ~ 

United States, which vessels could be employed in transporting wheat : 

from Argentina. | | mee | | 
_ oBBe Se LEME a WELLES : 

800.8820/1358 : Airgram 7 bg re | | 

‘Lhe Secretary of State to the Ambassador in Peru. (Norwebd) 7 | 

5 Wrasaineron, September 18, 1948—6 p. m. | 

A-1014. Your A-1316, September 4, 1943.1* The Department has | 

| communicated again with the War Shipping Administration concern- 

ing the allocation of shipping space for the movement of wheat: to | 

- Peru from Australia, Argentina or any other source. That agency 

has reiterated its inability to allocate such space. Without going into — | 

details about the routing of vessels from the South and Southwest : 

Pacific, the War Shipping Administration has again informed the : 

Department that diversion of vessels to the West Coast of South 7 

America cannot be done at the present time without an appreciable : 

loss of ship time at a period when it can be least afforded because of | 
overall requirements in the Pacific. Po oe ft 

| With respect to the requisitioning by British and Australian au- 

| thorities of two Norwegian vessels scheduled to move under charter | 

over 15,000 tons of wheat from Australia, information possessed by the _ 

War Shipping Administration indicates that these Norwegian vessels | 

already had been chartered by the Australian Government and pre- 

sumably have been diverted from the Peruvian trade because of more : : 
urgent Australian requirements in other areas. See 
- The War Shipping Administration has also informed the Depart- _ 

7 ment that it has neither been advised of the taking off of the Peruvian- 
American run of the Ucayali and the Perene nor of the contents ofthe | 
correspondence between the Office of Economic Warfare in Washing- 
ton and its representative in Peru concerning the same subject. 

The War Shipping Administration has pointed out to the Depart- : 
ment that the Peruvian merchant marine fleet engaged in foreign 
trade consists of seven vessels, namely: Zumbes, Apurimac, imac, | 
Perene, Ucayali, Maranon, Mantaro and Urubamba... After making 
allowances for the routing of a vessel to Chile for the hauling of 

46 Not printed: it reported that two Norwegian vessels, scheduled to bring to | 
| ven eet oe tons of wheat, had been requisitioned by British and Australian |
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nitrate and the need for a Peruvian vessel in the Iquitos trade, there 
appears to be an appreciable amount of Peruvian tonnage available 
for the run to the Plate toload wheat. Sa | 
[Here follows a statistical discussion of wheat imports into Peru.] 

EFFORTS TO SECURE COOPERATION OF THE PERUVIAN GOVERN- — 
MENT IN THE CONTROL OF FINANCIAL TRANSACTIONS INVOLVING 

740.00112A European War 1939/25390 A : 

The Ambassador in Peru (Norweb) to the Secretary of State 

No. 6076 a | | Lima, February 9, 1948. 
| oo - [Received February 15.'] 

Sir: I have the honor to inform the Department of further develop- _ 
ments pertaining to the cancellation of insurance written for Pro- — 
claimed List firms. The initiation of the Embassy’s renewed activi- 
ties in this phase of our economic warfare program was reported in 
despatch No. 5877 of January 18, 1943 (page No. 2).1°. Indications 
are favorable that some degree of success will be achieved (thanks to 
the Department for the timely and indisputable intercepts) although, | 
as usual, there is some hesitation and bickering. a 

The following developments may be of interest and value to the © 
Department. Mr. Figari, Superintendent of Banks and also Super- | 
visor of insurance companies, stated on February 6 that he had been 
informally advised that it is going to be necessary to terminate all 
insurance contracts with Japanese and Germans. He did not say 
“Proclaimed List firms”. Apparently the full measures will not be | 
applied to Peruvian cloaks. Dr. Gallagher,?° in discussing the in- _ 
surance matter with Mr. Figari on the same occasion, remarked that 
the greatest difficulty is in regard to life insurance contracts. A per- 

| son who has been paying premiums on a policy for a number of years - 
| has an interest in the reserves of the company and his policy is a vested - 

| right. He could not easily see a legal basis for an order by the 7 
Peruvian Government to the insurance companies to terminate. these 
contracts. a re ee - 

Insofar as merchandise was concerned, he pointed out that it might 
be the case that much of the merchandise in German and Japanese 
firms is still unpaid for and, therefore, the Peruvian suppliers have 
a vital interest in the unpaid merchandise being insured. It was 
pointed out that the United States has been at war for over fourteen 

*Not printed. 7 
* Manuel Gallagher, official of the Peruvian Ministry of Finance. |



months and that anyone who supplied merchandise to these firms dur- 
ing the last year should not have done so in view of the Peruvian laws: : 

_ prohibiting transactions with Germans and Japanese. He agreed to : 

this statement as:did Mr. Figari. The latter said that any merchan- 
dise which has been delivered during the last year was “mal vendido” _ | 

and if it were burned up without insurance the seller would be “bien | ; 

pagado™, a - : | ~ The question then arose as to the effect on the insurance companies | 

_of terminating all these contracts at one blow. . . . The agreement at : 

_ the termination of the conversation was that Mr. Gallagher wastocall = | 

on the Minister of Finance *1 and discuss the various aspects of the | 
problem with him and that Mr. Figari would determine from all of | 

the insurance companies the amount of insurance involved, broken | 
down into insurance of Japanese firms and insurance of German firms, 
and similarly broken down into life insurance, insurance on buildings : 
and insurance on personal property. CE Rg | 

__It may be interesting to note that in the course of the conversation ? 
‘Mr. Gallagher stated that he considered the innumerable Japanese 
establishments in Lima a definite peril, that should Hirohito* send = =f. 
word to his subj ects to set fire to their establishments atacertaintime 
and date they would undoubtedly obey, and most of Lima would pos- | 
sibly be destroyed. PO Be 

It was pointed out to the conferees that such an eventuality is the 
best possible argument for cancelling the insurance, including lifein- _ 
surance, since such a conflagration likely would produce a riot in 
which Japanese lives covered by insurance would be lost. — - | 7 

Further developments willbe reported. 
Respectfully yours, - For the Ambassador: 

| La hk is ageby 2 a —  Sopran GREENUP | | 

RE AE cpg ene Counselor for Economic Affairs 

$40.51 Frozen Credits/9398 ; Telegram . pg os | 

‘The Secretary of State to the Ambassador in Peru (Norweb) 

a a WASHINGTON, February 13, 1948—5 p. m. | 

168. Your A-556, February 38, and -your 192, February 9.% It 
would appear that two problems are raised by the above communi- 
cations: | es hg os ype OE 

_ 1. Repatriation of private Peruvian bonds from Switzerland where 
the ultimate ownership of those bonds isnot known. — 

2. Control .over remittances to Switzerland where the ultimate | 
beneficiaries are unknown. . — | Sy See 

= Julio L. Hast. ib ee ee ee 
"2 Emperor of Japan. no : 

| ** Neither printed. _ Oo
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The following considerations may be of assistance to you in dealing 
with these problems: | So : 7 

1. Under Resolution IV (6) of the Washington Conference,* each 
American republic is required to take appropriate action to prevent 
transactions in securities located outside the Western Hemisphere 
which would benefit the Axis. In view of Axis looting in the occupied 
countries and the convenient channel provided by Switzerland to 
realize on such loot, it is believed that any transaction involving the 
repatriation of securities from Switzerland should be viewed with 
suspicion, particularly where payment for such securities would be 
made by remittances abroad. In this connection if the price for which 
securities are being repatriated is below recent market prices, this will 
lend credence to suspicions that the Axis may benefit. Consequently, 
it would be highly desirable for the Peruvian Government to prevent 
this transaction unless it obtains complete information concerning the 
ultimate beneficiaries. . Oo ha | 

2. With respect to remittances of Swiss francs for interest payments 
on bonds, the Peruvian Government, under Resolution II of the 
Washington Conference, should take all steps necessary to prevent 
undesirable interests from benefitting from such transfers. As you 
know, any such remittances from:the United States to Switzerland 
must, in the absence of a special license, be remitted pursuant to 

_ General License 50,27 which provides that any such transaction can 
be undertaken only pursuant to the direction of the Swiss Government 
or the Banque Nationale Suisse, and then only if no national of a 

| blocked country other than Switzerland has an interest in the transfer. 
A Swiss corporation, 25-percent or more of whose stock is owned by 
a national of another blocked country, say Italy, is a national of Italy 
as well-as of Switzerland and hence the transaction cannot be con- 
summated under General License 50. Reports are required to be filed 
as to all transactions consummated under the general license. This 
permits scrutiny to determine whether the terms of the general license 

| ave been complied with. Further this Government would probably 
not grant special licenses for transfers not covered by General License 
50 unless it first. received full information as to the ultimate bene- 
ficiaries. This requirement would not be waived merely because a 

| Swiss bank or corporation stated that it could not legally divulge the 
names of the ultimate beneficiaries and that it was impossible to trace 
the holders of bearer securities. | os 

It is suggested that you bring the foregoing considerations to the 
attention of the appropriate Peruvian authorities to the end that: 
(a) the repatriation of the private Peruvian bonds will not be per- 
mitted unless there is absolute proof forthcoming as to the ultimate 
beneficial owners thereof. (In this connection, the obvious difficulties 

For text of the resolution, see Pan American Union, Congress and Confer- | 
| ence Series No. 39: Final Act of the Inter-American Conference on Systems of 

Economic and Financial Control (Washington, 1942). For correspondence con- 
cerning this Conference, held at Washington, June 30—July 10, 1942, see Foreign — 
Relations, 1942, vol. v, pp. 58 ff. : , 

| * Board of Economic Warfare issuance. | —
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in obtaining such proof make it desirable that the transaction be pre- | 
vented altogether) ; and (6) that remittances to Switzerland for in- 

. terest payments on Peruvian securities not be permitted unless 2 
_ appropriate assurances are first obtained either from the Swiss Gov- | 

ernment or the Banque Nationale Suisse that only Swiss interests will | 
benefit. Og — | 

Little information is available here as to the Societe Privee de 7 
Banque et de Gerance or the Swiss corporations, Sudamericaine Elec- : 
tricite, Zurich, and Suisse Americaine Electricite. From an intercept | | 
of two letters from Finapar,”* Lugano, Switzerland, to Urfina, S.A., 7 
Uruguay, which letters enclosed letters from Motor Colombus, S.A., 
Baden, to the Swiss companies in question, however, it would appear : 
that there is some connection between those companies and Finapar. | 
Finapar is on the British Black List and our Confidential List as it | 
1s suspected of being Italian owned. Finapar has also apparently 
had correspondence with Dr. G. Brianchind of Lima, Peru, as appears 
from an intercept of January 15, 1941, concerning a shipment of | 
electric meters from the factory in Switzerland via Italy and Lisbon | 

_ to its ultimate destination (presumably the Lima Light & Power | , 
Company). The Department is requesting other Washington agen- | 
cies and the Embassy in Bern to investigate the Swiss companies | 
involved. ——- | | 

| Be Hou 

740.00112A Huropean War 1989/25847 _ | Sn | 
The Ambassador in Peru (Norweb) to the Secretary of State 

No. 6144 | | Lima, February 18, 1943. 
oe Fn | [Received February 24.] ) 

_ Sre: T have the honor to refer to the Embassy’s Airgram No. A-5236 | 
of February 13, 1943 and to despatch No. 6003 of February 1, 1943 ?7 | 
and. No. 6076 of February 9, 1943 in which the Department was in- 
formed of developments in the Embassy’s campaign’ to deprive : 
Proclaimed List subjects of insurance protection. 
We have now before us copies of letters addressed to the Super- | _ Intendent of Banks from eight of the eleven insurance companies’ 

_ doing business in Peru. These letters convey official notification to | 
the Government dependency having immediate jurisdiction over in- | 
surance companies of the cancellation, starting on February 12, of | 
all policies in favor of Proclaimed List subjects and all Japanese | 
whether listed ornot. ss | nn 

_S A. Di Partecipazioni in Aziende di Finanziaminto. ee, a ae 
Neither printed. | | | a t



724 FOREIGN RELATIONS,.1943, VOLUME VI | 

The eight companies which have so far reported their full com- | 

pliance with this latest interpretation of laws No.. 9586 and 9592 are: 

Compafiia de Seguros “La Fénix Peruana”—Fire. a 

- Compafiia de Seguros “Rimac”—Fire and Life... 

Compafiia Internacional de Seguros del Peri—Fire. ; 

| Compafiias Unidas de Seguros—Fire. ee oe 

Compafiia de Seguros “La Nacional”—Fire. > oO 

| Compafiia de Seguros “La Popular”—Fire.' = 

Compajfiia de Seguros “Ttalia”—Fire and Life.-: 9.) es 

Compaiiia de Seguros Sobre la Vida “La Sudamericana’”—Life. . 

The companies which have not yet declared their compliance with 

the above mentioned laws are: | | 7 

| Compaifiia de Seguros sobre la Vida “El Porvenir”—Life. _ 
Compafiia Italo-Peruano de Seguros Generales—Fire and Life. 
Sun Life Assurance Company of Canada—Life. _ 

Two of these companies write only life insurance, and one of them 

oe is a branch of a foreign company. ee | 

The Embassy is observing developments in this situation and will 

report them to the Department with such recommendation as may be 

indicated. © | | IE 

Respectfully yours, a For the Ambassador, 
JULIAN GREENUP 

Counselor for Economic Affairs 

840.51 Frozen Credits/9808 | oe ey 

The Ambassador in Peru (Norweb) to the Secretary of State 

No. 6305 a Lama, March 18, 1943. 

| | [Received March 20. ] 

Sr: I have the honor to refer to the Department’s Airgram No. 

- -A-388 of January 27, 1948, 5:40 P.M., with reference to the manner = 

in which remittances from Peru to Axis or Axis-occupied territory _ 

were being effected. : ge 
The above airgram was received February 8, 1948 and the following 

day the Superintendent of Banks issued Circular No. 319 directed to 

the banks in Peru, tightening the controls relating to remittances to 

| Axis and Axis-occupied territory. The subsistence remittances which : 

under the former regulations could be made to relatives (irrespective 

of nationality) in Axis countries of any person in Peru are, under the 

~ new regulations, permissible only to Peruvian citizens. The former 

provisions permitting remittances to Italy up to 200,000 lire per month 

are completely abrogated. The permissible subsistence remittances to 

Peruvians are only to be made in the future through the diplomatic — 

72 Not printed.
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representative of the power representing the interests of Peru in the | 
place where the payment is to be made. The text in translation of the | , 
article dealing with thislatterfeatureisasfollows: © «= | 
~ “(d) Upon the isstiance of the ministerial’ authorization, the bank 
shall place the money at the disposition of the diplomatic representa- _ : 
tive: who represents the interests of Peru in the place where the pay- : 

: ment is to be made in order that said diplomatic agent may proceed 4 
tomakethe payment tothe beneficiary.” - ae 7 

_ The manner in which this provision would operate was discussed 7 
with the Superintendent of Banks and with an officer of the Banco de | sf 
Credito del Peru, which latter institution in the past has been the chan- — | 
nel through which substantially all subsistence remittances to Kurope | 
were effected. It was suggested that it would be desirable for the re-_ : 

_ mitting bank to place the funds at the disposition of the Swiss govern- | 
ment and have this government notify its representative to make the 
payment. However, inquiry at the Banco de Credito on March 11 
disclosed that two remittances under the new regulations have been 
made to Italy—one to Rome and one to Genoa. The bank stated that 
in the case of the Rome remittance it had instructed its correspondent — of 
in Switzerland to pay a certain quantity of Swiss francs to the _ ? 
Peruvian diplomatic representative in Vatican City for the benefit of : 

the Peruvian beneficiary. In the case of the Genoa remittance, the in- am 
structions given the Swiss correspondent were similar with the excep- | 
tion that the funds were to be placed at the disposition of the Swiss _ | 
diplomaticrepresentativeinGenoa,Italy. = = © © i 
~ On February 9, 1943, a memorandum was delivered to the Ministry | 
of Finance, pointing out the serious concern of the government of the 

- United States over the fact that official Axis funds in Peru, and par- | 
ticularly the cash funds reportedly turned over to the Spanish Em- | 
bassy, have not been blocked, and also pointing out that the Govern- 
ment of the United States has requested the representing power to de- 
posit the funds of the Axis nations in their hands in appropriate banks. | 
The memorandum also suggested the desirability of effecting an , 
arrangement whereby the Axis powers would pay for their representa- 
tion expenses in Peru by depositing Swiss francs to the credit of the — 

Peruvian Government in Switzerland, which francs could be used fort 
| Peruvian expenditures. No reply has been received to this memo- 

randum, nor is any information in the possession of the Embassy as) : 
_ to any steps having been taken by the Peruvian Government along | 

either of the above suggested lines, | ce aa i 
With reference to the Department’s suggestion that the United : 

_ ‘States might be interested in purchasing Swiss francs, an investiga- | | _ tion has revealed that no substantial quantity is available in Peru. : 
The commercial banks on December 31, 1942 held Swiss francs in the | :
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sum of 484,834 and the Central Reserve Bank 202,061. Those of the 

Central Reserve Bank belong to the Peruvian Government and are 

used by it to meet its representational expenditures. Those held by the 

commercial banks actually belong to individuals in Peru, since the | 

| banks themselves are prohibited by law from owning foreign cur- 

rencies. Should the increasing stringency of remitting francs or of 

| otherwise using them result in substantial sums becoming available, 

| the Department will be promptly advised. oo oo 

Respectfully yours, For the Ambassador 

| JULIAN GREENUP 

Counselor for Economic Affairs 

40.51 Frozen Credits/9438 - - | a 

| The Secretary of State to the Ambassador in Peru (N orweb) — 

No. 2206 | | - Wasutneron, March 13, 1943. 

_ Sir: For your information and for that of the appropriate members 

of your staff, there is herewith transmitted a memorandum ”® entitled 

“Analysis of Peruvian Control Measures in the Light of the Resolu- 

tions Adopted at the Inter-American Conference on Systems of 

Economic and Financial Control”. As the title indicates, the memo- 

: randum. represents a study of the extent to which the Peruvian laws, 

decrees and regulations governing undesirable financial and com- a 

mercial transactions comply with the requirements of the resolutions 

adopted by the Inter-American Conference on Systems of Economic 

and Financial Control. The study was compiled on the basis of the oe 

information available to the Department and it is designed to serve 

as a guide in Washington as well as to point out certain deficiencies in 

‘the local controls which should be considered by ‘you and your staff 

with a view toward discussions with the appropriate authorities of 

the Peruvian Government. Similar studies with respect to the other 

American republics have already been compiled or are inthe processof _ 

completion. = eS 

While the evolution leading to the adoption of the laws presently 

in force in Peru has been slow, in general, Peru has adopted legisla- 

tion which provides a satisfactory basis for the implementation of 

the aforementioned. resolutions. Of great importance throughout 

| has been the excellent cooperation between the Embassy andthe Peru- 

| vian Government. At least until recently, the main weakness in the © | 

Peruvian controls has been a failure vigorously to administer the 

laws in effect. It would appear from recent despatches, however, that 

the Embassy’s efforts toward securing a more effective administration 

” Not printed. a Oo
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of the controls are bearing fruit and that the Peruvian authorities are 
now pursuing a policy which, if carried to completion, may well lead | 
to the complete elimination from the economic life of Peru of all 
persons whose activities are deemed inimical to hemispheric defense. 
It is hoped that this policy will be continued and will be applied with 
equal vigor to undesirable persons of Peruvian citizenship as well as 
to those of enemy nationality. | | 
In view of the recent developments in the administration of the | 

Peruvian controls, it is suggested that a reclassification of the Peruvian 
Proclaimed List be undertaken in accordance with the principles set 

forth in the circular instruction of December 17, 1942,?° which suggests 
certain-classifications of persons on the Proclaimed List. With respect . 
to delisting firms from the Proclaimed List, the Department is 
generally in accord with the procedure outlined in despatch no. 5877 | 
of January 18, 1943,°° in which it is suggested that firms adopt new 
names while the former names remain on the list. Care should be : 
taken, however, to insure that the old names, and whatever good will | 
‘may attach to them will not be used as a means of permitting Axis 
interests to regain their lost power in the future. In either case, how- 
ever, a statement that this Government is prepared to delist business | 

_ enterprises when their transfer to desirable persons is accomplished 
or their undesirable elements are removed, may, it is suggested, prove 
an added inducement for the effective administration of the Peruvian | 

0 daws oO . a 
The memorandum transmitted herewith was prepared prior to the 3 

| _- receipt of despatch no. 5877 of January 18, 1943, and despatch no. 6050 
| of February 5, 1948," each of which shows improvements in particular ) 
| phases of the economic control program. No attempt has been made : 

to revise the memorandum by reason of these recent developments and 
| it should, of course, be read with that in mind. eee | 

| “It 1s requested that, after you have had an opportunity to examine : 
| the enclosed memorandum, you advise the Department as to any : 

sections or statements of the analysis with which you are not in agree- i 

| ment. However, if you are in agreement, you are authorized, in your : 
| discretion, to inform the appropriate Peruvian authorities of the defi- an 
| ciencies in their control system and to suggest remedial measures. | 
| Very truly yours, ts ' For the Secretary of State ! 

eo Sagi ae -,s Dran AcHEsoN | 

| - * Not printed. ee : ok | ; } 
*t Neither printed. - - a So oo | 

| , 

| 461-035—65——47 | a | 

| | |
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740.00118 Huropean War 1939/844 oe oe 

The Ambassador in Peru (Norweb) to the Secretary of State 

[Extract] — cee 

No. 6546 a Lima, April 12, 1943. 
| - [Received April 21.] 

Sir: Referring to the Embassy’s telegram No. 515 of April 11, 
1 p. m.,2? I have the honor to enclose herewith a copy and translation 
of the Supreme Decree of April 10, 1948,°* setting a time limit tothe _ 
period in which Axis business enterprises may be nationalized, and 
stipulating that all Axis agricultural, industrial, commercial, as well 
as all other kinds of businesses referred to in Article 2 of Law 9586 
which are not transferred to Peruvians in accordance with the provi- 
sions of laws 9586 and 9592 before May 381, 1943, will be expropriated ; 
by the State. , — | ae , 

The new decree extends the principle of expropriation to real estate 
| occupied by business establishments which were exempted from such 

proceedings in the previous laws and regulations. = oe 
Finance Minister East and Dr. Gerardo Balbuena (President of 

the Chamber of Deputies and author of the decree of April 10 here 
referred to) quoted President Prado as having declared expropriation | 
activities would begin promptly on June 1 and would be concluded 
rapidly. SM ae , | 

According to the decree, the details of transfer to Peruvians willbe 
arranged in due course after expropriation. This procedure was 
specified for the purpose of terminating Axis economic activities 
immediately after May 81. pa a a ne oe 

Another innovation of the decree places administration after ex- 
propriation, and pending final transfer, under the official depend- 

- encies, such as the Banco Industrial, Banco Agricola, Banco Minero, 
Caja de Seguro Social, etc., or under private organizations, already _ 
existing or to be created; thus eliminating the delay formerly experi- __ 
enced in endeavoring to effect transfer to Peruvians without prior 
expropriation. It should also diminish the collusion with enemy pro- 
prietors which so retarded nationalization under the old system. 

The original draft of this decree cited the reasons for its promulga- 
tion, but they were omitted in the finally published text, presumably to 
avoid criticism. Among them was a concrete statement to the effect 
that the application of laws 9586 and 9592 (by the Superintendency __ 
of Economy) had failed to permit rapid and full realization of the 
Government’s declared policy of intercontinental solidarity in the 

present emergency. | SES 

2 Not printed. ee —— oe 
* Enclosure not printed. ee :
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_ Pertinent aspects of the difficulties encountered in recent months : 
and of the evolution of the present decree will be of interest to the | : 
Department: ae | | | | 

__ The Superintendency of Economy was unsuccessful in curbing Axis: 
business activities to the desired degree . . . Very important were the 
deficiencies of the existing powers. For instance, there was no clear ; 
authority to expropriate the real estate occupied by business entities. 

Respectfully yours, = SR, Hewry Norwes. | 

840.51 Frozen Credits/10568 CEE RERISS TS eee 3 
The Ambassador in Peru (Norweb) to the Secretary of State | | 

No.6981 | | Lima, May 25, 1943. 
| o | [Received June 1.] _ Sir: T have the honor to refer to Despatch No. 6771 of May 8, 1943,%4 

reporting proposed new regulations of the Superintendent of Banks, | 
designed to render more effective the Peruvian control of international 
financial transactions. __ Os Oe nn Ty 

A copy of the new regulations which are contained in Circular No. ' 
329 of the Superintendent of Banks, dated May 24, 1943, together with © +t 

| a translation thereof and of the covering letter from the Ministry of | 
Finance, dated May 24, 1943, are enclosed.2> It will be noted from 
the covering letter that Circular No. 829 is designed to bring the  —S> 
Peruvian banking controls into closer harmony with the recommenda- : 
tions of the Washington Conference on Systems of Financial and | 
Economic Control. It is of interest to note in the Circular itself that 
transactions are forbidden with persons included in the “black list.” 
It is understood from the Superintendent of Banks that this term is 

_ meant to refer to the Proclaimed List of Certain Blocked Nationals. 
It will also be observed in Section (¢) of Article 2 that drafts for re- 
mittances to foreign countries must be issued to the order of the bene- 
ficiary. This provision was included in an effort to avoid the jj 
common practice of buying bank drafts payable to the order of the _ : 
purchaser who can then endorse it to anyone’s order and thereby cir- E 
cumvent the local controls. It is hoped under Article 3 to secure some | 
character of assurance from neutral countries such as Argentina, + 
Switzerland and others that financial transactions effected with those ; 
nations will not benefit the Axis. ne / oS Se a | 

_ As reported in a series of despatches, the last being No. 6910 of May 
22,°* discussions are presently being carried on with the Swiss repre- 

** Not printed. | | : ce oe 2 a | | 
* Enclosures not printed. | hod, Coe ged on
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sentatives in an effort to work out a system of control for that country. 

It is stated by the Superintendent of Banks that it will be necessary to 
arrange some system for remittances to Argentina since the volume 
of transactions with that country is rather large, but that in all prob- 
ability it will not be necessary to deal with Spain, Portugal and 
Sweden since the transactions with those countries are insignificant. 

It is considered that Chile, Ecuador and other nations that have 
severed diplomatic relations with the Axis are not included in Article 
3, dealing with neutral nations, but in Article 2. | . 

Article 6 of the enclosed Circular vests the Superintendent of Banks 
with broad powers to stop any financial transaction. This was con- 
sidered desirable in order to deal with firms who are discovered to be 
acting as cloaks or otherwise engaging in inimical transactions but are 
not included in the Proclaimed List. | 

Respectfully yours, For the Ambassador: 
| JULIAN GREENUP 

ce Counselor for Economic Affairs 

740.00118 H. W. 1939/909 : Airgram 

The Secretary of State to the Ambassador in Peru (Norweb) 

7 Wasuinaton, May 26, 1948—6:15 p. m. 

A-685. Your A-858 of May 8.7 Department notes that the state- 

- ment is made in the airgram under reference that “a law threatens 

all Axis nationals with the expropriation of property after May 31”. 

It would appear, however, from your despatch 6594 [6546] of April12 

and despatch 6691 of April 29 ** that at the outset, at least, expropri- 

ation will be applied only to the more important Axis enterprises. 

The Department feels that expropriation of al/ Axis and Proclaimed _ 

List businesses may not be necessary to achieve the desired ends of © 

control or eliminating undesirable elements, and, in fact, such a 

result would constitute an extension of the Washington Recommenda- 

tions. It is suggested that you postpone urging the Peruvian author- 
ities to expropriate enterprises other than those Proclaimed List firms 

which are clearly Axis controlled or dominated pending the receipt by 

you of a circular instruction now being prepared in the Department 

relating to the Proclaimed List program in Brazil, = | 

In the interim, if you have not already done so, a classification of 
listed firms in accordance with the circular instruction of December 17, 
1942 ** should be helpful in determining whether you wish to urge the 
Peruvian Government to expropriate any given concern. 

** Not printed. | =. 
Latter not printed. 

*® Circular instruction not printed. |
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| _ The Department has noted, with satisfaction, the increased anti- | 
Axis activities on the part of the Peruvian authorities since the closing ; 
days of 1942. EET 

_ 740.0013 European War 1989/908 / : | | | 
The Ambassador in Peru (Norweb) to the Secretary of State 

No. 7001 | | | Lima, June 2, 1948. 
| | [Received June 12.] 

Sir: I have the honor to refer to the Embassy’s Despatch No. 6546 
of April 12, 1943 reporting promulgation of the Supreme Decree of 
April 10, 1943 which provided that all properties of Proclaimed List | 
nationals not transferred to Peruvians in accordance with the pro- 

_ visions of Laws 9586 and 9592 by May 31, 1943 will be expropriated ; 
by the State. | | - | | 
_ A Decree dated May 20, 1943, containing the Regulations of the 
above mentioned Decree, has now been published, and copies in Eng- 
lish and Spanish are forwarded to the Department as enclosures to 
this Despatch.” | | | 

As May 31, 1943 has come and gone without any noticeable change 
_ in the tempo of expropriation proceedings it is evident that we were 

justified in awaiting developments rather than attempting to make : 
premature judgements with regard to the probable course of events. | 

_ The first line of Article 1 of the Regulations which reads: “A partir 
del 1° de junio del presente afio se proceder4 a la expropriacién”, has 
apparently been understood by the administrative officers of the 

_ Peruvian Government to mean that expropriation proceedings will | 
begin, not occur, on that date. This interpretation suits the Embassy if 
because it applies emergency legislation in an orderly and judicious 
manner which is desirable in itself to say nothing of the fact that 

_ heither the Peruvian Government nor the Embassy is adequately — | 
equipped to handle transfers in any greater volume than they have I 
heretofore been presented. ope | 

In view of our previous uncertainty in this respect, the Embassy 
| some time ago decided that proof of the legitimacy of transfers of I 
| businesses, which were already coming to our attention and which were 

expected greatly to increase, would require not only extremely careful 
| scrutiny, but also in each case some kind of commitment by the Su- 

perintendency of Economy itself. Accordingly the Embassy devised 
a sort of questionnaire intended to cover all of the essential points of 
any transaction and asked the Superintendency to submit its usual re- 

“ Enclosures not printed. :
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ports of transfers coming under its jurisdiction in the form outlined. 
The Superintendency was not only agreeable to the suggestion which 
was put into immediate effect but went further by employing a young 
Peruvian of good family recently graduated from Cornell to take 
charge of such reporting and in general to act as liaison officer between 
the Superintendency and the Embassy in connection with the transfer 
of Axis properties to Peruvian nationals. This cooperation is work- 

| ing out very well and the Embassy feels that substantially all of the 
pertinent information available to the Superintendency is being prop- 
erly embodied in its reports. A copy of the questionnaire referred to 
above which forms the basis for such reports is forwarded herewith as 
an enclosure ** for the Department’s information and for suggestions 
regarding amplification of its scope if this should seem desirable. The 
information submitted with Despatches Nos. 6792 and 6784 both of 
May 10, 1943 # represent examples of the Superintendency’s replies 
to the first questionnaires answered by that office. _ | 

There are still a number of points which the Embassy is trying to 
clear up with the Peruvian Government—such for instance as the ap- 
plication of the Decree of April 10 to nationalized Peruvians of Axis 
origin. The Embassy has not taken an uncompromising stand on this 
question, but has preferred to judge each case on its own merits so far 
as the phraseology of Peruvian legislation and the seriousness of the 
Embassy’s case against the individual would permit. In this respect 
there has been a certain amount of confusion as the Peruvian Govern- 
ment has not pursued a uniform policy. There is before us as we 

| | write an official document issued by the Superintendency of Economy 
approving the freezing of payments of purchase money to naturalized 
Japanese, and another official ruling by the Superintendency of Banks 
declaring that payments to the said individual should not be frozen 
because as a naturalized Peruvian citizen he is not amenable to the 
freezing regulations in force. There have, in fact, been a number of — 
cases before us in which Axis subjects who have become Peruvian citi- 
gens by naturalization have been considered by one Department of the 
Government as full-fledged Peruvians while being regarded by an- 
other dependency of the Government as susceptible to the provisions 
of legislation directed against Axis individuals or companies. 

- There are several possible solutions to these questions, and the Em- 
bassy is keeping in close touch with the Superintendency of Economy 
in an endeavor to bring about the greatest degree of uniformity in 
expropriation procedures while seeing that serious offenders are given 
their just deserts. | | a 

There is for instance Law 9810 of March 22, 1948 which provides 
that the Peruvian Government will cancel the naturalization papers 

“ Not printed. a | 
“Neither printed. | |



of any subjects of German, Italian, and Japanese origin who are found 
guilty of subversive activities or spreading propaganda. Many cases | 
of such activities have occurred during the last two months, but as 
far as is known the provisions of this law have not yet been invoked 
in any of them. However, it is available and could conceivably be 
ofue. = os ns 

Similarly, on May 24 the Superintendency of Banks published its 
Circular No. 329 forbidding transactions with persons included in the 
“Black List’’—i.e., the Proclaimed List. This circular makes no ref- | 
erence to the nationality of such persons although the Superintend- — 

- ency of Banks has always maintained that Peruvian citizens included —sétg 
_ in the Proclaimed List were not subject to the financial controls exer- _ 

_cised over listed non-Peruvians. This circular is of so recent a date 
_ that no confirmation of the manner in which it will be administered 

- isavailable. From past experience we feel justified in supposing that 
in practice “Black Listed” Peruvians will not be subjected to the same 
financial controls as foreigners, but the ruling is official and may be of 
ge, ee ee ee } | 

_ The Embassy has heard that a number of voluntary transfers are- 7 
in negotiation but is without specific information to forward at this 
time. It is expected that a considerable volume of such data will | 
become availablesoon, Oe | | 

Respectfully yours, For the Ambassador: © | 

Counselor for Economic Affairs — I 

701.6223/25: Aireram tS | ea! PR | 

_. The Secretary of State to the Ambassador in Peru (Norweb) — 

— Wasrrneron, October 14, 1943—9: 45 a. m. | 
_ . A-1078. Your confidential despatch no. 7676, August 21, 1943 4% 

for the Secretary and the Under Secretary.. The Department appre- 
ciates the delicacy of the situation and the necessity for extreme _ 
caution in any action taken in this matter in order that the source of | 

_ Information may be protected. Nevertheless, the Department views | 
with concern any possibility that attempts may be made to repatriate  __ F 
German funds, particularly if such funds are in the form of goldor } 
other readily marketable values belonging to a Proclaimed List firm of 

_ and which would be exported through diplomatic channels. It is I 
presumed that every effort is being made to verify the reports in the i 
Embassy’s despatch. The Department requests that it be promptly : 
and fully advised of all information and developments in this matter. 

_ “Not printed ; it concerned the use of the Spanish diplomatic pouch in financial _ | 
transactions. — mo | | eS a
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The Department submits for the Embassy’s consideration certain 
courses of action which may prove efficacious. First, if the existence _ 
of such gold is verified and it can be traced to be the property of the 
Agencia Martima Kosmos, a German enterprise on the Proclaimed 
List, the Peruvian authorities might be approached and discreetly 
advised that the Department has informed the Embassy that this | 
company was believed to have had certain gold which it had placed in 
the custody of the German mission in Lima and which on the departure | 
of that mission may have been turned over to the Spanish Embassy. 
Therefore, this gold should in reality be considered as an asset of an 
Axis enterprise and subject to local controls. Accordingly the Peru- 
vian authorities might wish to conduct an investigation and take 
appropriate action. If in this approach the Embassy would receive 
the cooperation of the Peruvian authorities and the Spanish Am- 
bassador were questioned about the matter, it is possible that even | 

| if he claimed ignorance he would probably be sufficiently apprehensive _ 
as not to attempt to export the gold. | oe 

A second course of action might be undertaken under Resolution VI 
of the Washington Conference. In the event the position were taken 
that whatever property was turned over to the Spanish Ambassador — 
by the departing German diplomats is regarded as official property, 
efforts could be made to refute this position by an indication as to the 
origin of these funds and reference could be made to Resolution VI 

of the Washington Conference which specifies that all Axis assets, © 
including cash, should be effectively blocked. Diplomatic and official 
cash assets are not exempt (see Department’s airgram 388 of Janu- 
ary 27, 1943 and circular airgram of February 2, 1948) .* 

The Department requests the Embassy’s comments on the foregoing 
possible courses of action and information as to other courses which © 
the Embassy may be considering. Obviously, the course of action to 
be followed would be predicated on the type of information which _ 
was uncovered. However, if attempts are made to export the re- 
ported gold and immediate action is necessary, the Embassy is au- 
thorized to take such action as it deems appropriate in the 
circumstances to prevent its exportation, which would be inimical to 
the interests of the United Nations. | ee 

In connection with Axis assets, the Department has no record of 
having received information concerning the steps which have been _ 
taken by the Peruvian Government in regard to the blocking of Axis _ 
funds delivered to the Spanish Embassy. The last available reference , 
is the penultimate paragraph of despatch 6305 of March 13, 1948. 
Please advise Department of subsequent developments on this topic. 

“In his despatch No. 7676, August 21, the Ambassador transmitted evidence 
_ to prove the truth of this report.  —s_— | 

“Neither printed. | |
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Tt is requested that your report on the foregoing subjects contain : 

information as to the source of funds used by the Spanish Embassy to 
defray the costs of representing German and other Axis interests in 

THE TAXATION QUESTION IN THE NEGOTIATION OF AN OVER-ALL 

METALS AND MINERALS AGREEMENT BETWEEN THE UNITED 

STATES AND PERU] | a 
811.20 Defense (M) Peru/499b : Telegram 

_ The Secretary of State to the Ambassador in Peru (Norweb) 

_ ‘Wasutneron, January 29, 1948—10 p. m. 
- 104. The Department has received informally from the Board of 
Economic Warfare a copy of the proposed Over-all Metals and Min- 

-erals Agreement with the Government of Peru of which numbered 
paragraph 3 reads as follows: “The Government of the Republic of 
Peru shall continue to administer its tax policies in such a manner 
as to stimulate the production and free flow of strategic metals and : 

| minerals, and agrees that any additional or increased taxes, fees, | 
charges or levies which may be imposed during the term hereof with : 
respect to such metals and minerals or the producers thereof shall not 
prevent the major portion of the increases in prices provided herein 

_ from accruing to such producers. It specifically agrees furthermore 
that no increases in export taxes or fees enacted during the term of : 

this agreement will apply to such metals and minerals.” | | 
... While the Department assumes that the Embassy is represented in | 
_ all discussions on this agreement, it would appreciate your opinion on | 

_ this provision. | oo | : 

- $11.20 Defense(M) Peru/498 : Telegram 

 - The Ambassador in Peru (Norweb) to the Secretary of State : 

oe | _ Lima, January 31, 1943—8 a. m. 
oe, es [Received 1: 34 p. m.] 

_ 154, Reference Department’s telegram no. 104, January 29, 10 p. m., 
_ regarding paragraph 3 of the proposed Over-all Metals and Minerals F 
Agreement. A representative of the Embassy has been present in 
all recent discussions. I personally have taken the matter up with | 
the Minister of Finance ** on the last two occasions. | 2 

_ Article 3 is regarded as desirable from the viewpoint of the United 
_ States but the Finance Minister has informed me it is unacceptable to 

“JulioL.East i |
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Peru since he cannot make any commitment about future tax policy. 
However the Minister is studying the matter and has promised a 
memorandum next week. | Oe dy | 

Full details are reported in despatch no. 5,985 of January 30." 

—_ ee NorWEB 

811.20 Defense(M)Peru/601: Telegram = —s— Ts 

The Ambassador in Peru (Norweb) to the Secretary of State 

~ Liwa, March 17, 1948—11 p. m. 
| Co Received March 18—10: 08 p. m.] 

879. To Rosenthal,*® Board of Economic Warfare from Thomp- 
son: Attention Bateman: *° Overall agreement with Peruvian Gov- 
ernment has been held up on account of Peru’s unwillingness to agree 
to freeze present export taxes during the life of the agreement. 
Numerous conversations between Ambassador Norweb and Finance _ 
Minister East have been directed towards persuading Peruvian Gov- 
ernment to include clause 3 in a form acceptable to us. The Peruvian 

| Government insists on leaving the door open to put increased taxes on 
these minerals on the assumption that we need the minerals so badly 
that we may be induced or compelled to absorb such increases. Our 
position has been that since we are guaranteeing the Peruvian pro- 

| ducers a floor price and a definite amount for a fixed period of time we _ 
should not have to contend with possible fluctuations in production or 
in prices due to such uncertain taxsituation. = | 

As the Peruvian contention appears to be shaping up if we sign this 
agreement we will be putting a floor under prices paid by us for 
Peruvian metals, but will leave the door wide open for eventual raises 
forced upon us by increased taxation. We take the stand that this is 
entirely out of line with our position as the sole buyer and the only 
market for such Peruvian metalsandminerals. | | 

As a result of the delay the mineral buyers here have ceased their 
purchases claiming that they can make no contract without knowing 
the ultimate cost of the metal which they will eventually sell to us. 
This situation has begun to back up towards the producers and they are © 
now beginning to feel the effects of what amounts to a buyers strike; 
they have become alarmed and have come to us several times for 

suggestions and advice. They have offered to take the matter up with 
Peruvian Congressmen or direct with President Prado, or both. We. 
have invariably told them that these were matters entirely between _ 

* Incorrect reference ; probably No. 5648, December 22, 1949, not printed. - 
Wants Rosenthal, Assistant Director, Office of Imports, Board of Heonomic 

# John Thompson, special representative of B.E.W. 
| © Alan M. Bateman, official of the Office of Imports, B.B.W. .
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811.20 Defense (M)Peru/601 : Telegram Se 7 ae 

- ‘The Secretary of State to the Ambassador in Peru (Norweb) 

: -. Wa sutneron, March 29, 1948—9 p. m. 

- 879. For Thompson from Rosenthal, BEW. Your 379, March 17. 

We agree to necessity of obtaining assurance against an increase in 

export taxes and approve the policy you are following. _ 

We prefer following modification of your suggested wording of 

Article III: “For the term of this agreement the Government of Peru 

agrees not to cause any increases in present export taxes on strategic | 

metals and minerals. It also agrees not to impose any other taxes, 

fees or charges which would have the effect of reducing the incentive 

to strategic mineral production.” | 

If you disagree with this change or if it is unacceptable please let 

us know. [Rosenthal.] 
| a | | Hob 

811.20 Defense(M) Peru/655 : Telegram | | 

The Ambassador in Peru (Norweb) to the Secretary of State 

Lima, April 1, 1948—10 p. m. 

| _ [Received April 2—4: 20 p. m.] 

| 466. Reference Department’s telegram number 379 March 29, 9 p. m. 

and 380, March 29, 10 p. m= Finance Minister states that the sug- 

gested text of article 3 in telegram 379 is considered even more drastic 

than article 3 as suggested in Department’s circular telegram 104, 

January 29, 10 p. m., and that it would cause the Government con- _ 
siderable embarrassment with Congress. | 

He stated that in place of any article 3, he would prefer to write 

me a letter incorporating the text of article 8 as cited in telegram 104 

above omitting the last sentence thereof about freezing export taxes. 
He asked me to inquire if this alternative procedure would be 
satisfactory to Metals Reserve. | 

In the event the Department and Board of Economic Warfare | 
insist on retaining article 3 in some form or other, it is suggested that 

| something similar to the following wording be considered: 

“This agreement to continue in force so long as the Peruvian tax 
structure remains as it was on the date of signature of this agreement 
or during such period thereafter within a period of 12 months as may 
be considered mutually satisfactory to both Governments”. — 

_ Hither of these selected would seem to afford a measure of protection — 
against excessive tax Increases, —__ a | | 

: re Norwes 

' | Latter not printed. |
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811.20 Defense(M) Peru/655 : Telegram Oe , ni = 

The Secretary of State to the Ambassador in Peru (Norweb) 

- | Dee Wasuineton, April 15, 1948—11 a. m. | 

451. For Thompson from Rosenthal, BEW. Your 466, April 1, : 

10 p. m. Suggestion of the Finance Minister is not satisfactory, 

inasmuch as it might permit a substantial increase in export taxes | 

unless very strictly interpreted. _ oe | : 
We are sure that you realize and that it has been made clear to 

the Peruvians that we have little or nothing to gain from the con- 
clusion of this over-all agreement if no provision is to be made against. | 
tax increases which would have an unfavorable effect upon production. 
There is little reason for continuing these negotiations if nothing can. 
be done with respect to this matter. os og 

- Nevertheless, it will be considered satisfactory if a clause is included 
| in the agreement incorporating in effect the Embassy’s suggestion in | 

its No. 466. We suggest the following wording: “If, during the term 
of this agreement, the taxes, levies, fees or other charges imposed by 
the Peruvian Government on the production or export of strategic : 
metals and minerals should be changed from those existing on the date 
of this agreement, the agreement shall not continue in effect unless __ 
the Governments of Peru and of the United States shall then agree to. | 

its continuation for the full term.” | ne 
- Please take this up with the Peruvians and advise of their reaction | 

to it. No agreement should be finally agreed to without further 
authorization. [Rosenthal.] = = cals ee Pe ug Sees 

| | | | | A 

| 811.20 Defense(M) Peru/729 : Telegram | ep ey ete Do , 

_ The Ambassador in Peru (Norweb) to the Secretary of State | 

BS eas Lima, May 1,19483—1la.m. , 
| oe [Received 1 p. m.] : 

| 623. Supplementing my telegram no. 601, April 28, 5 p.m." The. | 
| Finance Minister has just informed me that President Prado does not: : 

| consider the proposal acceptable in view of a conversation in which | 
? Duggan ® is said to have promised to urge reconsideration of the 
: article 8 matter. Since I have no other information in the above’ : 
| regard the Department’s comments would be appreciated. | 

_ —  Norwss- : 

"Not printed. eo 
“ Laurence Duggan, Adviser on Political Relations. For correspondence on 

, the trip of Vice President Wallace and Mr. Duggan to certain American Repub- 
lics including Peru, see vol. v, pp. 55 ff. oy tangy eine 8 

| | |
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811.20 Defense(M)Peru/729 : Telegram gee 7 

The Secretary of State to the Ambassador in Peru (Norweb) 

oo Wasuineton, May 28, 1943—10 p. m. 
. 617. From Rosenthal, BEW, for Thompson. Your 601, April 28, 
5 p. m.** and 623 May 1,11 a.m. We have discussed taxation clause 
with Duggan. He made no commitment to urge reconsideration of 
Article 3, merely informing the Peruvian officials that he would review 
the matter with us. © eB 
Mr. Chavez, Commercial Attaché of the Peruvian Embassy, has | 

submitted to us the following proposed text for Article 3. 

| “Clause A—The Government of the Republic of Peru proposes to 
continue to administer its tax policy in such a manner as to stimulate 
the production and free flow of strategic metals and minerals and 
agrees that any additional or increased taxes, fees, charges, or levies 
which may be imposed during the term hereof with respect to such 
metals and minerals shall not prevent the major portion of the increase 
in prices provided herein from accruing to such producers. | 
Clause B—If during the term of this agreement the taxes, levies, 

fees, or other charges imposed by the Peruvian Government on the 
production or export. of strategic metals and minerals should be 
changed against the conditions of Clause A, the agreement shall not 
continue in effect unless the Government of Peru and the United | 
States shall agree to its continuation for the full term.” | 

| We have submitted to Chavez a modification of this omitting words 
“continue to” and deleting all after “shall not” in Clause A substitut- 
ing “shall not be of such a nature as to interfere with the accomplish- 

| ment of that purpose”. NochangeinClauseB. 
Chavez agreed to submit this proposal to Lima but objected to our 

substitution at end of Clause A. His position apparently was that 
his Government would wish to retain this implied recognition of their 
right to tax up to 49 percent of any increase in price and that they | 

| wanted the right to as “favorable” taxation as that allowed any other 
_ Latin American Government. He referred specifically to the Chilean 

| Extraordinary Tax on copper which takes the first one and one- 
quarter cents per pound out of any increase up to two and one-half 
cents. pee : oe | 
Our position, as explained to Chavez, is that our revision of his 

clause is the least restrictive yet proposed and that we do not wish it 
| to contain a phrase which might limit the effect of the clear expression 

of intent. We would consider any increase in export tax a violation 
of that expression. : on 

Any export tax is a direct deterrent to mineral production. Any 
increase or likelihood of increase, even though from a low level, can 

Not printed. | BO
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seriously curtail production and exploration to the prejudice of the | 

We do not intend article 3 to limit ability of Peruvian Government _ 
to obtain additional revenue if necessary by means of income or simi- | 
lar taxes which will not have an adverse effect on production. = 

We point out that the level of taxes in other countries should not be. 
used for comparison. Conditions vary too greatly from country to 
country. Some countries, such as Mexico, have agreed to more rigid | 
restrictions than we are asking of Peru. Others already had a restric- oe 
tive tax structure. We could not ask them to reduce taxes nor are we 

asking Perutodoso. | oo radar gotta | 
While wishing to avoid comparisons, we did point out to Mr. Chavez 

certain special considerations regarding the Chilean Extraordinary 
Tax which had apparently been overlooked. oe | 

1. That tax is levied only against bar copper, which is not covered __ 
- inour overall agreement with Chile® © © © | 

_ Y, It is applied only to Anaconda and Kennecott, both making good : 
profits. Chagres and Natalgua which buy ores from small producers , 

- were specifically exempt. It could not. have such an adverse effect on. : 
production asa tax apphed against a marginal producer. = — I 

It is not clear whether negotiation of Article 8 has been finally 
transferred to Washington. If resumed in Lima please make our I 
views clear to Peruvians and attempt to obtain inclusion of Article3 

as outlined above. We prefer this to any previous texts. We also / 
prefer that negotiation of balance of agreement be concluded in Lima. 

_ Your present instructions with respect to copper ores and concen- 
trates are to offer a price based.on 11.75 cents New York. The price 
in the original Chilean Overall was calculated from the same base. 

_ For your information, in August 1942 the Chileans were granted an - 
increase of 5 percent in the case of copper concentrates and 10 percent : 

_ In the case of copper ores. Another identical increase of 5 percent 
and 10 percent of the original price has been authorized subject to the | 

_ discretion of our representatives in Chile 8 | ; 
We may grant the first Chilean increase to Hochschild and Grace | 

in Peru on renewal of their contracts now being negotiated. If you | 

are unable to obtain acceptance in the overall of the price based on : 
11.75 cents please send your recommendations as to how we might } 
grant an improved price without diverting copper ores and concen- | 
trates from Cerro de Pasco and possibly without having to pay the 
improved price to Northern Peru Mining Company. In this con- | 

_ nection you may wish to point out:to the Peruvians that the prices : 

_ For correspondence on the ‘acquiring of Chilean copper, see section under. | 
_ Chile entitled “Negotiations to procure for the United States strategic materials 
from Chile . . .”, vol. v, pp. 826 ff. oa, wa ag ae eS F
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in the overall are floor prices which we may exceed in special cases 

such as Hochschild and Grace, when circumstances warrant. 
‘Embassy’s cable 601 asks whether negotiations can proceed without 

further reference to Washington. Original instructions were to sub- . 

mit to us final draft before signing. In view of the time elapsed — 

since the discussions were begun and possibility of resultant misunder- — 

standings, we prefer that those instructions be adhered to. Please 

keep us informed of progress in negotiations. [Rosenthal.} | 

- | CO How 

811.20 Defense(M) Peru/826 : Telegram a oo 

The Secretary of State to the Ambassador in Peru (Norweb) 

WAsHINGTON, June 19, 1943—8 p. m. 

704. Reference your telegram 862, June 16.%° If the Peruvian Gov- 

ernment is disposed to accept clauses A and B as proposed by BEW 

in telegram 617, May 28, you are instructed to proceed with negotia- 

tions outlined as follows: a Ds 

1. It is felt that the period to be covered by the agreement should 

not extend beyond July 1, 1944. This restriction may be used to im- 

press upon the Peruvian authorities the importance to them of. 

winding up the negotiations quickly. a , a 

9. BEW is sending Dowden,*’ in the next couple days, a revised _ 

“Exhibit A” listing the metals and minerals and prices to be covered 

by the Agreement. | Dee a 

| 3. Dowden has received instructions in Department’s 617 of May 28 
and will receive amendatory instructions which you may follow in. 
your negotiations with the Peruvian authorities. = 

811.20 Defense(M) Peru/841 : Telegram - - Des 

The Ambassador in Peru (Norweb) to the Secretary of State 

| Vee Lima, June 22, 1943—6 p. m. 
ee [Received June 23—1: 20a. m.] 

892. Reference Department’s telegram 704, June 19,8 p.m. Fi- | 

nance Minister yesterday accepted clauses A and B including modifi- 

cation of clause A as proposed by BEW in telegram 617 of May 28, 

| 10 p. m. Oo oe | 

The Minister stated he accepted clauses A and B of article 3 un- 
conditionally including their publication asa part of the agreement if 

Not printed. ne Oe Oo a 
5? Wthelbert Dowden, B.E.W. representative in Peru. =~ °° = ° a
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Washington definitely insists upon such publication. He would 
prefer, however, and requested that I submit his suggestion that : 
clauses A and B of article 3 be included in a separate exchange of 
letters. ts a | 

‘There would be no objection on the part of the Embassy to treating - | 
article 8 in this way providing there is no objection in Washington. : 
However, as stated above, the Minister has not stipulated this as a 
condition but rather as a decided preference as was done in the case | 
of Bolivia.® = oe - | : 

~ The Minister stated further that he is now desirous of proceeding at 

once with the agreement. Consequently I wish to present below the 
_ text as we understand it here for confirmation. = es 

_ It will be noted that the original article 4 pertaining to living and 
working conditions has been omitted at Finance Minister’s request — 
as reported in the Embassy’s telegram 1172 of November 11, 5 p. m.® 

_ Consequently the text of the agreement would consist of the para- | 

graphs given in the Embassy’s telegram 893 of June 22, 7 p. m.° plus 
exhibit A listing the minerals and metals and prices. ) 

Please telegraph confirmation of the articles quoted in telegram 893 
or necessary modifications; and.also exhibit A which we presume will | , 
include the paragraph clarifying F.O.B. prices. _ Ba Sg | 

: | Pane | 7 _ Norwes. 

| 811.20 Defense (M) Peru/848 : Telegram 7 OO | : 

- Fhe Ambassador in Peru (Norweb) to the Secretary of State : ? 

: ae eee | Lima, June 22, 19483—7 p.m. 
fo me | [Received June 283—4: 30 a. m.} | 

893. Refer to Embassy’s 892, June 22,6 p.m. Bn | 

_1. “Preamble pursuant to Resolution II, the Third Meeting of the 2 
| Ministers of Foreign Affairs of the American Republics at Rio de | 

Janeiro, the Governments of the Republic of Peru and the United 
States of America undertook, in common with the Governments of the 

| other American Republics, to cooperate with each other to the utmost | : 
possible degrees in the mobilization of their economic resources with 

| the special objective of increasing the production and the flow of the 
| strategic materials essential for the defense of the Hemisphere. Re-- 

! 58 Wor correspondence on. procurement of strategic materials from Bolivia by- 
| the United States, see Foreign Relations, 1941, vol. v1, pp. 452 ff., and ibid., 1942, 

vol.v,pp.586f8 | ee ties | 
{ *° Not printed. | | : 
fo © Infra. | | : Se | 
| “For text of Resolution, see Department of State Bulletin, February 7, 1942, ! 

p. 119; for correspondence on the Foreign Ministers Meeting, see Foreign: Rela~ f 
| tions, 1942, vol.v,pp.6 ff. = es ot : 

| 461-085—65--—48 = et ehh pd Es, : 

| | | E
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affirming these principles and prompted by the mutual friendship 
and esteem of the peoples of the Republic of Peru and the United 
States of America, the Government of the Republic of Peru and the 
Metals Reserve Company, an agency of the Government of the United | 
States of America, now agree that effective the date of execution of 
this agreement and until June 30, 1944: Agreement 1. Metals Reserve 
Company shall purchase the metals and minerals of Peruvian origin 
listed in exhibit ‘A’ hereof,® at the minimum prices and terms therein 
specified, which may be offered to it from such sources as it selects. 
provided that it shall not be obligated to make any purchases from 
producers or suppliers who are on the Proclaimed List of blocked 
nationals of either the Government for [of] the Republic of Peru or — 
the Government of the United States. The maximum quantity of 
any metal or mineral that the Metals Reserve Company is obligated 
to purchase hereunder shall not exceed 125 per cent of the production 
of such metal or mineral for the year 1942;. provided, however, but 
[that] the Metals Reserve Company shall have the option to accept 
under the terms of this agreement any amount: in excess of such 
maximum quantities as may be available for export from Peru. 

2. The Government of the Republic of Peru shall, by adequate de- 
crees implemented by necessary regulation, limit the exportation of 
all strategic metals and minerals to (1) the United States, (2) the | 
British Empire and (3) the other American Republics which have _ 
systems of export: control acceptable to the Governments of the Re- 

, public of Peru and of the United States. -In no event shall exports 
be made to persons who are on the Proclaimed List of blocked na- 
tionals of either Government. The Government of the Republic of 
Peru shall use its best efforts to expedite the deliveries to the United 
States of metals and minerals purchased under. this agreement; and 
will permit deliveries of these materials to other American Republics 
only after consultation and agreement between the appropriate repre- 
sentatives of the two Governments of the Republic of Peru and of the 
United States. _ oe “eas 

| 3. The two clauses as in Department’s No. 617 of May 28, 10 p. m. 
4, For the purposes of this agreement strategic metals and minerals 

shall be those listed in exhibit ‘A’ and such other metals and minerals 
| as are from time to time deemed by the Government of the United | 

States to be strategic.” - (pM ER 

[The agreement as set forth in the telegram printed supra and sched-_ 
ule A as indicated in airgram No. A-799, with a slight change of 
phraseology, were formally accepted by Peru on July 14,1943. With 
despatch No. 7419, July 20 (not printed) the Ambassador enclosed a 
copy of the accord which was signed that day (811.20 Defense(M) 

Peru/913).| vo oo 

, Not printed. Schedule A included copper, lead, zinc, tungsten, molybdenum, 
antimony, and mica. The agreed version of this schedule was conveyed to the 
Embassy by the Department in airgram No. A-799, July 1, 1943... oe
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AGREEMENT BETWEEN THE UNITED STATES AND PERU FOR THE | ; 
ESTABLISHMENT OF THE INTER-AMERICAN COOPERATIVE FOOD 

PRODUCTION SERVICE IN PERU nes eS | 

[For text of agreement, effected by exchange of notes signed at 
Lima May 19 and 20, 1943, see Department of State Executive Agree- 

_ ment Series No. 885, or 57 Stat. (pt.2) 1405.] | 

| _ DISCUSSIONS OF THE PERUVIAN FOREIGN DEBT —— 
823.51/1475 Ege a Oe 

_ The Under Secretary of State (Welles) to the Ambassador in Peru 
2g —  (Morweb) | a | ey [ 

| | | oo ee ‘WASHINGTON, April 1, 1943. 

‘Dear Harry: It is now almost one year since David Dasso was in 
Washington.** While we are agreed that the results of that trip have 
been satisfactory, the perennial Peruvian debt question is apparently 
no nearer a solution than it was a year ago. You are, of course, thor- 
oughly familiar with all of the details of this situation but I would | 
like to recall the statement in the press release of April 23, 1942 con- F 
cerning Dasso’s visit which refers to the debt: “He has also stated that __ ; 
he is engaged in discussions with the Foreign Bondholders Protective : 

_ Council, Inc. looking towards a resumption of payments on the : 
Peruvian dollar debt”.®° Despite this assurance, practically no prog- j 
resshasbeenmade. | Rs 

I think it is now time for a very frank talk with President Prado.“ 
I think you should tell him that the continued failure of the Peru- | 
vian Government to live up to its promises and to make any reasonable 
offer to the bondholders cannot help but adversely affect the friendly 
and cooperative relationship which has been so painstakingly built up | 

_ between our two countries and which we all, of course, will do every- | 
_ thing to maintain. It seems to me that the question can be put up to 

the President in a very firm way in view of the relatively good financial | 
position in which the Peruvian Government now finds itself. == ; 

With my kindest personal regards, Oo pe 
| Sincerely yours, = | | Sumner WELLES : 

“At the time of his visit Dasso was Minister of Finance and Commerce. : 
For an account of his negotiations, see Department of State Bulletin, April 25, ; 1942, pp. 365-368. — —_ om 
© Tbid., p. 866... So an ee | 
“ Manuel Prado Ugarteche, President of Peru. ve |
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823.51/1477 - ! a 

The Ambassador in Peru (Norweb) to the Under Secretary of State 
(Welles) © a | 

| Lima, April 6, 1948. 

Dear Sumner: All of us who have been working on the major prob- 
lems of Peruvian-American relations are in complete accord with the 
views set forth in your letter of April first regarding the continued 
Peruvian default on the service of its dollar debt. I will take an early 
opportunity to discuss the question again with President Prado, but 
I would like to have your comment upon subsequent paragraphs of 

| this letter. It would be especially helpful if your reply could reach 
me during the time that Mr. Wallace and Larry Duggan will be in 
Lima—from April eleventh to fourteenth.* 

There are, I believe, three contributing factors of importance which 
| affect this debt settlement. Peru has a notoriously bad reputation for 

meeting its financial obligations. The dollar loans still are associated: 
with the Leguia ® régime and, although the feeling against that 
régime no longer is acute, a resumption of service on the bonds will | 
be unpopular from the point of view of internal politics. Finally, we 
ourselves have failed to definitely tie up our substantial financial and 
economic aid to Peru with a specific commitment concerning service 

on the dollar bonds. 
Cooperation in our economic warfare program and in continental 

defense have been my two major preoccupations in Peru. Next in 
importance has come the settlement of various debts and claims. I 
have discussed the dollar bonds, the postal debt, and various private 
claims repeatedly with the President and with Cabinet Ministers. 
Julian Greenup © says that conversations by Ambassadors and other 
officers of the Embassy with Peruvian officials have been going on for 
seven years to his knowledge, without obtaining any solution... . 
We must convincethemthat wemeanbusiness. —_’ 

The record will show that when David Dasso visited Washington 
a year ago the Embassy strongly recommended that the extension of 
financial and economic aid on our part be made contingent upon action 
by Peru to meet its obligations. It was pointed out that Dasso,as 
a practical business man, would expect and agree to such dealing. 
There are many other Peruvian business men who admit that Peru 
should be forced to make an arrangement, that Peruvians will not. 
like paying but that they will do so and will respect us for insisting 

* For correspondence on the trip of Vice President Henry A. Wallace and 
Laurence Duggan, Adviser on Political Relations, to certain of the American 

Republics, see vol. v, pp. 55 ff. 7 
® Agusto Leguia y Salcedo, President of Peru from 1919 to 1930. 
*® Counselor for Economic Affairs at the Embassy in Peru.
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upon payment. The commitment made by Dasso in Washington with | 
respect to the debt was a very tenuous one. Something might have ©’ 
come of it, even so, had he been able to continue in office as Minister 
of Finance. | 
~ When I was in Washington last November, I discussed the dollar 

| debt question in the Department, suggesting that a representative of 
the Foreign Bondholders Protective Council be sent to Lima to follow 
up the Dasso commitment. My impression was that the Department 
still did not wish to consider the question as one between the two — 
Governments. I am convinced that our Government is going to have 
to enter the picture in some way if we are to obtain payment from 

_ You may wish to read my despatch no. 6471, dated April 1, 1943,” : 
regarding Warren Pierson’s™ recent conversations in Lima about 
the dollar bonds. Warren told David Dasso and Julio East? that 
some definite action on the dollar debt probably would have to be 
taken before the Export-Import Bank could do any extensive financ- — 
ing of projects in Peru. These projects are of special interest to : 
President Prado. Dasso and East immediately agreed, stated that _ | 
action should have been taken long ago, and East promised prompt tf 
attention tothe matter, ; | 

The way has been paved for another approach to President Prado. | 
My idea is to review the entire situation with Larry Duggan when he | 

_ reaches Lima. I then will talk with the President. I can refer to 
Pierson’s conversations with Dasso and East and to the definite prom- | 
ises made by the two latter. Then, I believe, I should suggest that 
President Prado have an official request made for a representative of | 

_ the Foreign Bondholders Protective Council to come to Lima for the 
purpose of reaching an immediate agreement for the resumption of 
service on the dollar debt. Perhaps the visit of the Council’s repre- 
sentative could be postponed for a short time provided the Peruvian 
Government immediately will make a reasonable offer to the bond- 
holders. All of this presupposes that the Department is going to 
participate in the negotiations at least to the extent of directly arrang- 
ing for the officials of the Peruvian Government and of the Council 
to get together and to keep at it until a settlement has been reached. ; 

_ With cordial personal regards, | - 
| Sincerely yours, | Harry Norweps : 

Not printed. { 
“ President of the Export-Import Bank. , “Peruvian Minister of Finance. ,
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823.51/1477 . ae an 

The Under Secretary of State (Welles) to the Ambassador in Peru 
| (Norweb) ek 

| oe ee _  Wasurneton, April 16, 1943. 

Dear Harry: Your letter of April 6 only reached me on April 14. 
I am therefore unable to send you any reply to your observations | 
concerning the Peruvian foreign debt question to reach you during 

Mr. Wallace’s visit. . | EE a 
It seems to me that we must give a firm indication to President 

Prado that (1) the degree to which the United States can cooperate 
financially with Peru is dependent upon the existence in the United 
States of a public opinion favoring our present inter-American policy ; 
(2) that the maintenance of this state of public opinion depends in 
part upon the treatment accorded the legitimate interests of our citi- 
zens in the other American republics; and (8) that this Government 
considers the aspirations of American citizens to a fair settlement of 
the indebtedness of the Peruvian Government to them as a very 
definite legitimate interest. | a 

Tt seems to me that it would be a serious mistake for us to tie any 
specific foreign debt settlement to any specific measure of economic _ 
cooperation. For a variety of reasons, including that of political 
expediency, I think we wish to avoid any semblance of a clear cut 
bargain. On the other hand, we are prepared to make it clear that the 
whole trend of our economic policy toward Peru is by no means | 

independent of and is, in fact, highly sensitive to the trend of Peru’s 

policy toward the interests of our citizens. — SEE an 
I realize that it may be difficult for a business man like Dasso fully __ 

to understand the type of policy which I have outlined. Nevertheless 
it is the only one which we as a Government can afford in the long 
run to follow. . | re re 

As I believe you have been informed, the Foreign Bondholders 
Protective Council recently addressed a communication to the Peru- 
vian Finance Minister which will, I hope, furnish an opportunity for 
a constructive reopening of this matter. wig 

Believe me | a ae oe 
Sincerely yours, Sumner WEtiEs
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The Ambassador in Peru (Norweb) to the Secretary of State 

No7198 Lira, Sune 24, 1948, 
Le oes — FReceived June 29.0 

_ Sir: I have the honor to refer to the Department’s Instruction 
No. 2532 of June 17, 194,78 enclosing a copy of a translation of a letter | 
dated May 5, 1943, from the Peruvian Finance Minister to the 

_ President of the Foreign Bondholders Protective Council; and re- — 
questing the Embassy’s comment, together with the latest available 
information on the likelihood of Peru’s making some early adjustment — 

ofitsdefaulted dollar indebtedness. = = | 
The statements of the Finance Minister in his letter of May 5 con- 

-vey the same information given to me by the Minister at about the =f 
same date. Although the subject has come up in subsequent conversa- 
tions, the Minister has not added anything new to his previous state- 

_ ments that the declining revenues in certain chapters of the Budget, ; 
together with the dislocations, or at least uncertainty, in foreign trade 
render it impossible for the Peruvian Government immediately to 
‘arrive at any conetete proposal for renewing service on the dollar 

_ debt. He has reiterated, however, that Peru recognizes the impor- : 
tance of restoring in the United States its reputation of meeting its Ss | 
obligation promptly. He has stated also that the Government con- 

___ tinues to give attention to this protracted topic and plans to submit 
_ proposalsattheearliest opportunity. = #8 = | 

Respectfully yours, = = 2 = RB. Henry Norwzs 

828.51/1491: Telegram ore | = - moe 8 eli ee | | 

‘The Secretary of State to the Ambassador in Peru (N orweb) : 

es Wasurneton, August 5,19483—10 p.m. | 
_ 881. From the Under Secretary. The failure of the Peruvian au- | 

thorities to fulfil their assurances regarding the dollar funded debt : 
is viewed by the Department with increasing concern. The Embassy _ 
is aware of the repeated assurances given by Peruvian officials, in- _ 
cluding Finance Minister Dasso in April 1942, that some action in — 

_ this matter would soon be taken by the Peruvian Government. Those 
_ assurances have been almost completely ignored. The continuance of 

such a Peruvian attitude will have a cumulative effect in weakening 
the favorable public opinion in this country upon which financial and 
economic collaboration by the United States with Peru is in the last | 
analysis based. = = | eas | 

— "Notprinted,
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Please call upon President Prado and stress the importanee, for the 

‘reasons stated, of positive action. by the Peruvian Government to 

--adjust these obligations on an equitable basis. It is noted that the 
financial position of Peru is stronger than in April 1942 when Dasso’s 

-assurances were given. [Welles.] 

-823.51/1495 : Telegram . ee a : 

‘The Ambassador in Peru (Norweb) to the Secretary of State 

: | Lia, August 5, 1943—9 p. m. 
| [Received August 7—3:50 a. m.] 

1066. Reference Department’s telegram No. 881, August 5,10 p.m. 
For the Under Secretary. The subject has been discussed recently 
with the President and the Finance Minister. Possibly the Presi- 
dent’s radio statement, reported in my despatch No. 7409 of July 2075 
and repeated in his annual message to Congress, was a result. In 

| paraphrase he said: “We have totally cancelled many foreign obliga- 
tions, no foreign loans have been floated and the settlement of the 
foreign debt is under study depending on the goodwill of our creditors 
to reach an honest and equitable agreement. No part of the credit 
opened 3 years ago by the Export-Import Bank for $25,000,000 has 

| been used”.76 | rere re - 
On the basis of this statement, I recently requested that I be pro- 

‘vided with some offer for settlement to take with me on my contem- 
plated trip to Washington in September (see my letter to Mr. Bonsal 
‘dated August 2). The President informed me he would discuss the 
‘subject with the Finance Minister who stated early this week that 
he is giving attention to the matter and hopes to have something for 
‘me to present to Washington for discussion. He also mentioned that 
the Council of Ministers had given him authority immediately to 
-effect complete payment of the entire postal debt. without further 
temporizing with partial payments in monthly or quarterly install- 
‘ments. Although there is no budgetal provision for payment of the 
“postal debt he proposes to sell public works bonds.in an amount sufii- 
-cient to effect the full payment.” a , 

_ Accordingly there seems to be some sound basis for belief that the | 
‘President and associated Peruvian authorities are giving serious _ 
thought to the problem of regularizing the financial position of the 
‘Government. Consequently strengthened by your telegram under 

™% See Foreign Relations, 1940, vol. v, pp. 1135 ff. oo oe oe 
™In despatch No. 7665, August 20, 1948, the Ambassador reported that the 

Minister contemplated selling the bonds on the open market in sufficient amount 
:to cover the agreed postal debt to the United States of $308,000 (811.71223/57).
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acknowledgment I shall be in a position with some prospects of prog- | 
ress again to confer with the President on the question of Peru’s. 
financial obligations to the United States. a oO 

ee Norwes- 

823.51/1496 ype oo 

_- The Ambassador in Peru, (Norweb) to the Secretary of State | 

No. 7537 So | She! Lima, August 6, 1943.. | 

ge a [Received August 14.] 

Sir: With reference to the Embassy’s despatch No. 7409 of July 20,. | 
1943,’8 transmitting comments by the President of Peru regarding : 
settlement of the Foreign. Debt, I have the honor to transmit as en- 
closure no. 1, a statement just received informally from the Ministry 
of Finance and Commerce as to Peru’s External Funded Debt as of 
December 31, 1942, totalling S/ 578,204,111.46. | 
Except for the Guano Loan 7 on which interest and amortization. | 

charges are being paid, all of these obligations are now in default, | 
although, according to the statement of the President of Peru quoted ) 
in the despatch just cited, the settlement of the foreign debt is “under | 
study”, which statement the President reiterated in his annual mes- _ I 

_ sage to Congress delivered on July 28,1943. = | 
_ Respectfully yours, = - For the Ambassador: | 

| } | _ JULIAN GREENUP: 
| | Counselor for Economic Affairs: — 

[Enclosure] 3 | | 

~ Peruvian Externat Funpep Dzpr ~ 
| - Decemper 31, 1942 . po | 

| | DOLLAR DEBT ts | | 

: | Amount Outstanding | F 
Dollars Soles | . 

1. Tobacco loan, 7%, 1927-1959. eS 
(Republic of Peru—Secured : | 
7% Sinking Fund Gold Bonds | 
of 1927) Amount issued $15,-— 
000,000 in bearer bonds of $500 
and $1000. 8, 728, 000 31, 178, 884. 88: ot 

8 Not printed. — Ba / , | 
™ See item 5 of the enclosure printed below. a 2
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Be 8 Amount Outstanding = 
| | | Dollars: .... «Soles 

_ 9, National Loan First Series 6%, = 8 | a 
1927-1960. (Republicof Peru, | ao | 
6% External Sinking Fund | 
Gold Bonds.) Amount issued = YS . 
$50,000,000, in bearer bonds of | wage ee 
$500 and $1000. § —-~—=—48, 867,000 ~—=—«:172, 752, 897.57 

8. National Loan, Second Series — nn _ 
6%, 1928-1961. (Peruvian Na- SE ae | 

tional Loan 6% External Sink- | : Loe 

. ing Fund Bonds) Amountis- © 
-  gued $25,000,000 in bonds of eo er 
. $500 and $1000. OA. 452,500 ——S—=—s«87, 887, 238. 78 

Total dollar debt © —-—81, 547,500 «291, 264, 021. 28 

a oe a Sterling == = ae - Soles | . 

4, Provincial Council of | ge ERE 
Lima loan of 1911,5% 

| _ First Mortgage Bonds. _ Bo A ga 
Amount issued £600,000 7 - SE 

| _ In bearer bonds of £100. 483, 900 8,411, 115. 93. 

5. Peruvian Government, 7- | aes OO 

Y%% (reduced to 47) — oo ee 
Guano Loan 1922-1948. Rs 
Amount issued £1,250,- | i 
000 in bearer bonds of —— Eee . 
£100. ES 706,300 |.  12,276,857.16 

6. Peruvian National Loan _ | a ee | 

6% External Sinking PRE Es a 
Fund Bond—Second | as 
Series. Amount issued er - 
£2,000,000 in bearer vo es | 

bonds of £100, £500 and gE | 
£100. 1,958,200  ——_—_—-84, 087, 295. 33 

8,148,400 i, BA, 725, 268, 42 
+. Plus dollar debt | 991, 264, 021. 28 

Interest arrears on external oR 
funded debt in dollars. $57,270,129.88 204, 552, 295. 59 

Interest arrears on external : I 
funded debt in sterling £1,589,151.17.0 —-27, 662, 526, 22 

B78,904,111.46
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823.51/1500 - ar | 
The Ambassador in Peru (Norweb) to the Secretary of State == 

No. 7880 | Lira, September 20, 1948. | 
| OP ey a [Received September 27.] | 

_ Sm: In order that the Department be familiar with the Peruvian | 
Government’s current intentions with reference to service on the dollar _ 

_ debt, I have the honor to supplement my despatch No. 7826, dated Sep- 
tember 11, 1943,°° with the following remarks a day or two ago by ~— sig 
Finance Minister East. 

Mr. East again mentioned the President had requested him to inves- 

tigate thoroughly. . He stated also he would endeavor to have some- | 

thing available for me to carry to the United States on my coming 
trip. Failing that, he will try to forward a report to me in Wash- 
ington in order to permit the fullest possible discussion of the subject 7 

_ He did, however, express a preference for dealing with the problem 
more. comprehensively and submitting a more complete statement . F 

_ toward the end of the year. This proposal, of course, represents yet 
another effort to prolong negotiations. =” Ras 
_ Should other developments become available before my departure, | 
the Department will be informed accordingly. poe 

_ Respectfully yours, = ———Ss«#R Heme Norwep | 

823.51/1505: Airgram 

_ The Chargé in Peru (Patterson) to the Secretary of State 

nn rwea, November 12, 1943—5 p. m. 
nT Received November 22—4 p. m.] 

_ A-1537. Department’s telegram 1188, October 26, 9 p. m.*t In the. I 
interval pending Mr. Robert E. McCormick’s ® arrival in Lima, the 
exact date of which has not. been disclosed to the Embassy, his pro- — 
spective visit has been informally indicated to the Peruvian agencies _ : 
including Senator Dasso,** Finance Minister East, former Finance 
Minister David Dasso, and a Foreign Office official ts 

The reaction of the personalities hitherto approached is not con- ' 
ducive to a belief that in the absence of something more forceful than — | 
oral persuasion, the Peruvian Government is likely to propose, or to q 
assent to a proposition conducive to, settlement of bonded indebted- : 

“Despatch not printed. | a i oe 
.=Not printed. = | a . | | | Se 

= Representative of the Foreign Bondholders Protective Council. __ we E 
* Andres Dasso, brother of the former Finance Minister. mo eee E
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ness in a sense acceptable to the Foreign Bondholders Protective 

Council. | | oo 
For instance, Minister East . . . observed that at the time of Mr. 

McCormick’s expected visit he would probably be extremely busy pre- 
paring his Ministry’s budget for presentation to the Peruvian Con- 
gress, the ordinary session of which terminates on November 27. 

| Upon my remarking that this very time seemed opportune for a visit 
of a representative of the Bondholders Council and that Minister East 
would be in a position to add to his budget a subdivision for settle- 
ment of the outstanding dollar bonds, Minister East smiled and made 
no further observation. 

Again, I had a talk at some length with Mr. David Dasso at a social 
reunion, at which time I mentioned his visit to the United States in 
the spring of 1942, and the confidence apparently placed at Washing- 
ton in assurances given by him at that time on matters of interest to 
the Peruvian and United States Governments including outstanding 
bonds of United States citizens. To this Mr. Dasso replied that he 

| regretted that a beginning had not been made toward settlement of 
this bonded indebtedness but at the same time remarked that he con- 
sidered the bondholders, then represented by Mr. White, ill-advised 
in having summarily turned down a proposal made by Mr. Dasso to 
begin interest payments at the rate of 1% per annum. On my re- 
marking that this seemed a very small beginning and inquiring 1f he 
had proposed anything for amortization of the principal, Mr. Dasso 
replied negatively, stating that while his suggestion was indeed modest 
it recorded a willingness of the Peruvian Government to recognize _ 
the existence of the outstanding dollar debt. Continuing, Mr. Dasso 
stated that the Peruvian sense of obligation toward the debt had been 
somewhat impaired by a variety of facts or alleged facts including 
rumors of illicit bonuses paid by the representatives of the banks nego- 
tiating the loans in Peru . . .; the receipt by Peru of a figure well 
under the original market price of the bonds; the transfer of bonds 
into other than the hands of the original holders including bank inter- 
ests in New York which had bought them up cheaply. . 
From observations such as those outlined above it seems apparent 

that influential Peruvians who probably are in a position to interpret 
the attitude of the Peruvian Government do not believe in the existence 
of a strong sense of responsibility on the part of the authorities in this 
country to effect a serious approach to the debt problem at the present 
time. However, it is admitted that Peruvian finances are now in an _ 
excellent state. Despite this fact there is evidently little interest in 
liquidating, or even beginning to settle, an indebtedness which was 

. contracted under a regime now defunct and discredited. | 

“ Francis White. | |
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It has moreover been remarked that should approach toward settle- | 
ment of the problem be made, it is hardly conceivable that the | 
Peruvians would consent to more favorable terms than those under 
which Mexican indebtedness to United States interests is understood 

| to have been assumed by a syndicate of American bankers ® at figures 
whereby the outstanding principal debt is stated to have been scaled 
down by % of its original total. At the same time, it is admitted 
that too advantageous a settlement from the Peruvian standpoint 
may well impair this country’s future credit. | ee 

| Se. PATTERSON 

$23.51/1505 : Telegram | | ; on 7 
_ The Secretary of State to the Chargé in Peru (Patterson) 

| | WasHINGTON, December 6, 1943—8 p. m.. 
1335. The Department refers to its telegram 1188 of October 26,. 

9 p. m.,*° and to your airgram A-1537, November 12, concerning the 
defaulted Peruvian dollar-bonded indebtedness. rr | : 

Mr. McCormick found it necessary to return urgently to the United 
States from Rio de Janeiro and it has been decided that in his stead : 
Mr. Lee Orton, who was Mr. McCormick’s co-negotiator at Rio de | 
Janeiro, will visit La Paz and Lima in connection with the dollar- : 
bonded indebtedness of Bolivia and Peru. Mr. Orton is now in 
La Paz and is scheduled to arrive at Lima December 9. Tentatively 
he intends to leave Lima on December 15. If, however, the occasion 
seems propitious, he will either remain longer or he and/or Mr. 
McCormick will return. : - | | 

The Department attaches first importance to the early adjustment I 
of the Peruvian dollar-bonded indebtedness now long in default. So } 
strongly does the Department feel on the subject that I today requested : 
the Peruvian Ambassador *®’ to call on me in this connection. I 
handed him the following memorandum: | me | 

_ “Strong feeling exists in both governmental and private circles in 
the United States that service should be resumed promptly on the 
Peruvian dollar bond issues which have been in default, both as to | : 
principal and interest since 1931.. On April 28, 1942, His Excellency 
Sehor David Dasso, Minister of Finance and Commerce of Peru, while : 
visiting the United States, stated: 8 © Be 

‘The Peruvian Government wishes to inform Your Excellency’s Government. 
| that it has entered into discussions with the Foreign Bondholders Protective oF 

Council, Incorporated, looking toward the early resumption of payments on the E 

| oe the New York Times, December 18, 1942, p. 48, and December 19, 1942, | I 

”* © Not printed. —_ ce oe a et Sa aye a *? Manuel de Freyre y Santander. oo . ' 

a
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Peruvian dollar debt. These discussions with regard to the scale and amount 
of payments will be continued after my return to Lima and subsequent announce- 
ment will be made by my Government.’ _ | Oo 

“Subsequent to Sefior Dasso’s visit (now 19 months past) several 
conversations on this subject have been held by Ambassador Norweb 
and members of his staff with Peruvian officials in Lima and there 
has been correspondence on the subject between the Foreign Bond- 
holders Protective Council, Incorporated, and the Peruvian Govern- 
ment. There is marked disappointment that no adjustment has re- 
sulted, particularly when bondholders had been encouraged that a. 
settlement was impending and when it was public knowledge that the 

| financial condition of Peru lent itself to a resumption of service. 
| “Certainly the financial situation of Peru has improved markedly 

(even in comparison with the situation at the time of Senor Dasso’s 
| visit to the United States in April 1942). Bondholders in the United 

States are, of course, aware of this favorable fiscal position and of the 
foreign exchange reserves which have resulted from extensive pur- 

| chases of strategic materials which have been and are now being made 
by the United States in Peru. It is felt that the time 1s propitious for 
an early settlement of these defaulted bond issues and such action by 
Peru would be considered as another forward step in the reciprocal 
cooperation which characterizes inter-American relations. Failure 

| to resume active negotiations looking to the resumption of service on 
these dollar bonds would not be understood in the United States and 
it would react unfavorably not only in financial circles, but also among 
the large body of holders of these defaulted bonds who are scattered 
widely throughout the population of the United States. a | 

“The Department has just been informed by the Foreign Bond- 
holders Protective Council, Incorporated, that Mr. Lee Orton, Repre- 
sentative of the Council, who has just concluded in Brazil on behalf 
of the Council a successful negotiation for the settlement of the entire 
Brazilian dollar bond indebtedness,®** is planning to visit Peru on 
December 9, 1943. It is earnestly hoped that His Excellency the 
Minister of Finance will find it possible to receive Mr. Orton at that 
time and utilize this visit to resume active negotiations looking to an 
early permanent adjustment.” — - 

T told the Ambassador that I did not mean to be blunt in referring 
to this question, but that speaking in a friendly tone and manner, I 
felt. obliged to say that Mr. Orton, representing the Foreign Bond- 
holders Protective Council, had visited Brazil in an endeavor to effect 
a debt settlement; that after the attention of Brazil was brought 
fully to bear on the complicated and long overdue debt situation and 
the great benefit which would accrue to both countries upon adjust- 
ment, a full settlement of the debt situation had been worked out 
which placed the situation on a business basis in a manner beneficial 

to both countries. I told the Ambassador that Mr. Orton would be 
in Lima on December 9 for a similar discussion with the Peruvian 
Government. It was my earnest hope that the Peruvian Government, 

might see its way clear likewise to bring about a complete adjustment 

* See vol. v, pp. 765 ff. |
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of the debt matter and in that connection emphasized the mutual : 
benefit which would. accrue to both countries and especially to Peru. 
The Ambassador said he was really glad to have me call attention to 
this matter; that he had not long since taken the matter up with his 
Government and had urged that Peru from the standpoint of its own 
interest should not neglect these debt matters. The Ambassador 

_ seemed wholly sympathetic throughout and said that he would trans- 
mit the message to his Government. | oe 

You may in your discretion make available to the appropriate 
authorities a copy of the memorandum which I handed to the — Ambassadon fe ae oe | 

| Please render Mr. Orton all appropriate assistance and keep in 
close touch with the Department by telegraph. OES : 

| TEE ESA EROS RCC: Alon 

823.51/1820 9 a Ti Se we 

_ Lhe Secretary of State to the Chargé in Peru (Patterson) 

_ The Secretary of State refers to the Department’s telegram No. 
1383, December 15, 1943, 10 p. m.,® and quotes, for the information of _ | 
the Embassy, the telegram sent on December 17 by the Foreign Bond- | 
holders Protective Council, Incorporated, to the Peruvian Minister _ : 

_ “We are much gratified to learn from Mr. Orton that Your Ex- _ 
_cellency expects to be prepared to discuss the question of the Peruvian | 

_ dollar bonds in January. We shall be glad to begin such discussions 
whenever Your Excellency informs us that the Peruvian Government — 
wishes to do so. In the meantime we should be grateful if we could : 
be informed of the proposals which will serve as a basis for discus- 

823.51/1520 eS eR Pa Pg : oR | ee | a f 

The Chief of the Financial Division (Livesey) to the President of the 
Foreign Bondholders Protective Council, Inc. (Munro) 

ee Wasuneron, December 23, 1943. 

My Dear Mr. Munro: I have received your letter of December 17, _ 
1943,°° and the Department is informing the American Embassy at 
Lima of the text of your telegram of December 17 to the Peruvian : 
Minister of Finance. DIAG oe A a | ace 7 - ae ; 

8 Not printed. aa i as vo re ges eS Ee : | - 

“Letter not printed... ee | re : 
| “See supra. eee tek ge Pe as F
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The Embassy’s report of the Minister’s conversation with Mr. 

Orton indicates that the Minister at that time preferred to have con- 

versations open without a prior statement by the Peruvian Govern- 

ment of the terms it might contemplate. The Department will, of 

course, be interested to be kept informed of any correspondence to 

‘which your telegram may giverise. __ a, | 

Sincerely yours, Oo __-- Freperick Livesey 

AID BY THE UNITED STATES IN THE RESTORATION OF THE NATIONAL 
_ LIBRARY OF PERU : 

$23.428/1ba: Airgram BS oo 

| The Secretary of State to the Ambassador in. Peru. (Norweb) 

WASHINGTON, June 5, 1948—7 :10p.m. 

A~-716. You are requested to present officially the following state- 

ment tothe PeruvianGovernment: 8 = ©. | 

| “The destruction of the National Library of Peru and the library 
_ of the Lima Geographical Society by. the recent disastrous fire is a 

tragic loss, not only to Peru but to American culture as a whole, for 
an injury to the cultural resources of any one American republic — 
affects cultural development throughout the continent. = 

The people of the United States sympathize. deeply with the 
Peruvian people in the loss they have sustained ‘and are eager to 
participate to the extent of their ability in the rehabilitation of these 
two great Peruvian centers of learning. Individuals, private insti- 
tutions, and the government wish to join forces to provide all possible 
appropriate assistance, including technical information as may be 
desired, and such materials as books, maps, catalog cards, and repro- 

ductions of Peruvian manuscripts in the collections of.this country. 
In order to organize this cooperation most effectively, the Secretary 

of State has appointed a national ‘Committee to Aid the National 
Library of Peru and the Geographical Society of Lima’. The follow- | 
ing persons, whose names and affiliations indicate the wide and repre- 
sentative basis of the committee, have accepted membership: | 

_ Professor Herbert E. Bolton, Historian and Acting Director of — 
the Bancroft Library, University of California. . _ 

Mr. Donald Coney, Director, University of Texas Library. 
Mr. Archer M. Huntington, President, Hispanic Society of 

| America, —. | a. 
Dr. Waldo G. Leland, Director, American Council of Learned 

_. Dr. Archibald MacLeish, Librarian of Congress. 
Dr. Philip Ainsworth Means, Archaeologist and Historian. _ 

| Mr. Keyes D. Metcalf, President, American Library Association 
and Director of Harvard University Library. 

| Mr. W. W. Norton, President, Council on Books in Wartime. 
: Mr. R. Henry Norweb, United States Ambassador to‘Peru. _
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Mr. Wallace K. Harrison, Assistant Coordinator of Inter-Amer- 7 

| ican Affairs. | | | | 7 
| Mr. Charles A. Thomson, Chief, Division of Cultural Relations, : 

_ State Department. | | a 
Mr. John K. Wright, Director, American Geographical Society. | : 
Dr. Lawrence Wroth, Director, John Carter Brown Library. 

_ Dr. Lewis Hanke of the Hispanic Foundation of the Library of , 
| | Congress will serve as Secretary of the Committee. 

Through this Committee, the United States will endeavor to show | 
_ Ina concrete manner the interest felt by the people of this country in | 

Peruvian civilization and their desire to cooperate in the work that | 
will be undertaken in order that the City of the Kings may continue | 
to occupy the important position in American culture that she has 
held ever since the establishment of the University of San Marcos in 7 
the sixteenth century.” Be - , 

It has been suggested that Dr. Lewis Hanke be sent to Peru soon | : 

to confer with government officials, Peruvian cultural leaders and the 7 
- mission to ascertain how this committee can most effectively assist. 7 

| The opinion of the mission is requested on this subject. _ : 
In order to arrange for simultaneous release in this country, please | 

telegraph exact time of presentation of the message to the President.* | : 
- | | | . Hut : 

 -§238.428/42a: Telegram = © . mos —_ : 

| Lhe Secretary of State to the Ambassador in Peru (Norweb) | 

ey | _. Wasuineton, August 3, 1943. 
| 869. At meeting on July 28 Committee to Aid National Library of © ? 

Peru passed resolution.to send to Lima three persons to discuss with : 
Basadre ** and other Peruvian authorities details of official and pri- 3 

| vate United States aid in restoration of Library. Following persons 
_ selected: Keyes Metcalf, Director Harvard College Library and re- 

tiring President American Library Association; Wilmarth S. Lewis | 
| of Yale University, and Chairman of the Librarian’s Council of Li- 

brary of Congress; and Lewis Hanke, Director, Hispanic Foundation, : 
Library of Congress and Secretary of Committee. Group plans to | 
leave Washington about August 9 and while in Lima would expect to : 
work closely with Vaillant * in dealings with Peruvians. Will carry 
specific offers of aid and cooperation authorized by Committee and | 
members of delegation will be ready to offer wide range of technical | 

| advice on library organization as requested by Basadre and associates. 
Please inform Dr. Basadre. a ps : | : 
fm 7 Horn ; 
| * Manuel Prado Ugarteche. | 
: * Jorge Basadre, Librarian of the Peruvian National Library. 

“ George C. Vaillant, Senior Cultural Relations Officer at the Embassy in Peru. 
461-035—64__49 | | 

| -
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823.428/49: Airgram | : a ; 

The Ambassador in Peru (Norweb) to the Secretary of State © 

ae oe Lima, August 23, 19438—12 noon. 

- as [Received August 27—4 p. m.] 

 -A-1955. Referring to Department’s telegram no. 869 of August 3, 

Messrs. Keyes Metcalf, Wilmarth Lewis and Lewis Hanke, represent- 

ing the Committee in Aid of the National Library of Peru, arrived in 

Lima August 11 and left August 22. _ : | | 

They conferred with individuals and groups interested in the Li- 

brary and the Geographical Society, interviewing President Prado, 

the Ministers of Foreign Affairs and Education; * the new librarian 

Dr. Basadre, the librarians of the lesser libraries, Dr. Morales Macedo, 

the reorganizer of the Geographical Society, and others. 

Their recommendations will take the following main trends: One 

Peruvian architect and three Peruvian librarians to go north for short 

orientation trips; three U.S. librarians and three U.S. assistants to 

come south to aid in library school in Lima; organization of books 

in the U.S. to be checked according to Dr. Basadre’s needs; amassing 

~ of U.S. Government publications, amassing of photostats and micro- 

films of Peruvian MS in U-S. collections; special gifts to be con- — 

sidered later. 7 | 

The Committee were a great success technically, intellectually and 

socially, and the interest taken in their visit was broader than the 

| immediate importance of their mission. Their tact and understand- 

| ing seemed to increase cooperation among various groups that have 

experienced difficulty in pulling together. Immediate reaction indi- 

cated that aid to the Library is one of the most important moves the 

U.S. can make to strengthen our cultural relations with Peru. It will 

| be concrete evidence of our good will in this field of cooperation. 

g23.428/58 Se oo 

‘The Secretary of State to the Chargé in Peru (Patterson) 

| No.2812 |. |. ~~ Wasutneron, October 16, 1943. 

The Secretary of State refers to the Embassy’s despatch no. 7768 of 
September 2, 1943 °* concerning the visit to Lima of three emissaries of 

the United States Committee to Aid the National Library of Peru 

and the Geographical Society of Lima. OP gee - 

*® Alfredo Solf y Muro and Enrique Lareza, respectively. 7 - 

* Not printed. 7 | : |
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Reference is made to No. II * of the specific recommendations for 
assistance to the library which is outlined on page three of the Em- 
bassy’s above-mentioned despatch. The Officer in Charge is informed : 
that $20,000 has been allocated to the National Library of Peru under 
the “Books for Latin America Project” which is being administered ; 
for the Department by the American Library Association. Orders _ 
for United States publications can be placed by Dr. Basadre against | 

| this allocation through the Washington office of the American Library |. 
Association. | 7 | | Sa ba Se | : 

_ It is understood that Dr. Basadre will select. the publications to be if 
_ ordered in view of the fact that he is familiar with the needs of the 

library. Book lists will be sent to Dr. Basadre to provide biblio- | 
graphical aids in selecting the publications. If the lists which are : 
being sent are not sufficient, further information will be furnished F 
upon request. Eee | | 

a In addition, the Department has been informed that.a complete set | 
of the catalogs of United States Government publications has already | 
been presented to Dr. Basadre. The Department. will endeavor to | 
obtain whatever official publications are selected from these lists, _ _ It is believed that the Officer in Charge will wish to make an official 
announcement of this gift of books to the Peruvian government. | 

** Recommendation II refers to the spending of $20,000 through the American | fF Library Association for books. _ Co ns
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DISCUSSIONS BETWEEN THE UNITED STATES AND URUGUAY 

CONCERNING PETROLEUM 

833.6363/210 : Telegram | — | 

The Secretary of State to the Ambassador in Uruguay (Dawson) 

WASHINGTON, January 28, 1943—10 p. m. 

79. For Clover? from Thornburg? Embassy’s A—15 of January 12.’ 

At the same time that your A-15, January 12, was receiving consid- 

eration by the Essential Requirements Committee ¢ various officers | 

of the Department have had repeated conferences with Foreign Min- 

ister Guani and Dr. Giorgi® on the same subject. The requests for 

additional oil supplies presented by the latter evidently were not 

coordinated with the application which you have presented in your 

A-—15 in accordance with Department’s circular of July 25 as amended 

September 3.° | 

The Department wishes to give the Foreign Minister every possible 

. and practicable assurance of assistance in securing essential oil sup- 

plies but wishes to avoid raising hopes beyond a point within which 

actual performance will be possible. For your information highest. 

petroleum supply executives from London are conferring with corre- 

sponding officials here now and there is every reason to expect a 

| further reduction in tanker tonnage available for other than direct 

military operations. You will be informed soon concerning. outcome 

of these conferences. | | - 

Your A-15 appears to be a reliable statement of essential require- 

ments determined in accordance with pool principles and Department 

is willing to approve the increases requested although the increase for 

transportation in Montevideo is decidedly questionable in view of 

similar situation in every other country including the United States. 

The request presented here by the Foreign Minister and Dr. Giorgi 

appears to disregard entirely the pool procedure for determining 

essential requirements and merely to revert to earlier representations 

1Philip Petrie Clover, petroleum expert and Attaché at Montevideo, Buenos 

. Aires, Santiago, and Asunci6én. _ 

2Max W. Thornburg, Consultant on Petroleum Matters in the Department of 

ete Not printed. | 
4 Inter-departmental Committee which appraised requests for critical materials. 

5 Luis Giorgi, representative of the Rio Negro hydroelectric project. 

® Neither printed. 
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that Uruguay must have 62 percent of 1941 requirements. They ask : 

specifically for full 1941 monthly quantities for the following: i 

Central railroad oe 5300 tons | 
Other railroads . — 650 tons 
National and Artigas Frigorificos 1815 tons | , 
Power plant | | 5000 tons : 

| Agriculture | 1280 tons 
Domestic kerosene ; 1908 tons 

| Total 158538 tons — 

| | per month : 
or approximately 190000 tons per year for these uses. | ; 

 - This quantity is requested in addition to supplies now being allocated - | 

for war essentials and for 40 percent quota for other uses and would : 

put total country on approximately a 62 percent basis instead of 40 7 

percent exclusive of present war essentials. | | | 

In addition to being impossible of fulfillment with available tank- | 

ers this request appears to depart from uniform procedure adopted | 

to secure equal treatment. | | | | 
In order to make most appropriate reply to Foreign Minister taking +t 

all considerations into account you are requested to give your com-. : 
| ments to reach Washington not later than Monday morning February | 

1 with particular reference to following points: | oe | 

First. Does your A-15 represent results of analysis based upon 
| Department’s circulars of July 25 and Sept. 38 which outlines the 

procedure Department wishes to be followed? It is understood that 
additional requests may be made as occasion demands following same 
procedure. a | | | 

Second. Is it correct as reported by Dr. Giorgi to Department that : 
your analysis takes into account reductions in fuel oil resulting from 
conversions to electricity but fails to take into account corresponding | 
increases in power plant requirements ? : 

Third. Approximately what total saving would result if total re- 
quirements were supplied as finished products and all local refining. | 
suspended ? | | | | | 

- Fourth. Foreign Minister and Dr. Giorgi state their information — | 
was secured from Vegh Garzon? and Terra Arocena® Was this 4 
information developed in collaboration with or reviewed by local pool | ; 
committee or by yourself ? _ | 

| Fifth. Any other comments you consider relevant. | 

: | | | | [Thornburg] : 

7General Manager of Ancap (Administracion Nacional de Combustibles, 
Alcohol, y Portland). : : 

8 Interventor, named to replace the Directors of Ancap. 7 . 4
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833.6363/206 : Telegram | | 

The Ambassador in Uruguay (Dawson) to the Secretary of State 

Mon tEvIDEO, January 20, 1948—3 p. m. 
[Received 5:02 p.m.] | 

153. For Thornburg from Clover. Department’s 79 of January 28. 
Experience since the formation of the Embassy’s original estimate of 
Uruguay’s essential requirements detailed in Montevideo telegram 617 
of July 23, 1942,° has confirmed that 62% of 1941 is substantially cor-. | 
rect inclusive of all war essential activities and to this extent the 
Embassy agrees with the contention of Guani and Giorgi that this - 
quantity should be supplied. ) 

Montevideo telegram 640 of July 31, 1942, in reply to Department’s | 
_ telegram 462 of July 29, 1942, recommended that any attempt to re- 

classify any industries as war essential be deferred until after some 
| months of experience with 62% rationed in accordance with the decree 

| of July 28, 1942, and stated that the Rationing Committee was told to 
request reclassifications when the need developed. Unfortunately 
for Uruguay, the Department could not accept the 62% basis. | 

On September 11, 1942, in note 195 the Embassy informed the 
Uruguayan Government that the basic ration available was 40% of 
the 1941 consumption and that this made it advisable that the Ration- | 
ing Committee should recommend to the Embassy without delay their 
determination of the needs of the war essential industries as a category 

| to be supplied outside of the Uruguayan economy. This was not done, 
but the Embassy did not press the reclassifications because local ration- 
ing measures were not enforced to the extent necessary to hold con- 
sumption within visible supplies and it appeared salutary to let a stock 
shortage develop without further Embassy interference and thus. 
demonstrate unmistakably the fact that tanker tonnage really was 
limited. In December the inevitable happened, stocks became prac- 
tically exhausted, and rationing is now realistic = 

Therefore the Embassy initiated reclassification studies and made 
| the recommendations included in the Embassy’s A-15, January 12, 

| 1943.° These were based upon statistics where available and esti- 
mates of informed persons where no figures were obtainable and all 
evaluated by Clover on the basis that 40% was the civilian ration and 
only justifiable exceptions meaning war essential industry require- 

ments would be allowed. —_ eRe | 

The Embassy recommends that extra allotments be limited to the 
amounts and categories named in the Embassy’s A—15 and other cases 
already submitted with the understanding that additional war essen- 
tial requests will be considered as the need is demonstrated. 

| * Not printed. . 
* Neither printed. | | | |
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Questions in the Department’s telegram 79, May 24, 9 a. m. [Janu- | 

| ary 28, 10 Pp: ml, es we | | 2 

‘First, yes; | | - : 
Second, our analysis was based upon 1941 consumption plus | ; 

individual needs in 1948 of war essential industries. We made it 
emphatically clear to the rationing committee that the 40% civilian | 
quota was the quantity allocated by the military authorities who 
had conscripted all tankers and had no direct relation to the needs 
of the South American countries but was determined solely by what 
could be released from our direct war effort. For this reason increased. F 
power plant needs are not relevant. — ; | oe | 

Third, theoretically the refinery losses would be saved but the loss — iE 
in flexibility might necessitate carrying greater stocks of finished 
products which would cance] part of the gain. Politically the shut- of 
ting down of the refinery would be an unfortunate necessity which 
the Embassy would prefer toavoid. oy a AE SS | 

Fourth, the local pool committee supports the efforts of the t 
- Uruguayan mission. The Embassy was not consulted. 

Fifth, the Embassy supports fully the Uruguayan presentation of | 
Uruguayan requirements but takes the position that the war require- 
ments and not the Uruguayan necessities are the deciding factor. 4 

Our A-15 and other individual cases already submitted have given | 
as liberal an interpretation of war essential requirements as the Em- | 
bassy feels justified in making, although other cases may arise later. | 
[Clover.} os Po - | | 
a | aan Dawson 

-833.6363/206 : Telegram | | 4 | : 

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

ee  Wassineron, February 9, 1948—10 p. m. I 
108. Department’s 79, January 28 and Embassy’s 153, January 30. | 

In a memorandum handed to Dr. Giorgi on February 3, 1948 con- | 
cerning Uruguayan oil requirements, a copy of which has been sent : 
you by air mail, the Department indicated that an additional quantity : 
of oil totaling approximately 34,000 tons per year for essential uses  « 
has been made available to Uruguay. It was also indicated that | 
detailed information concerning the additional requirements pre- 
sented by Foreign Minister Guani and Dr. Giorgi for power plant fuel | 
oil and domestic kerosene would be obtained from the committee in | 
Uruguay in order that those amounts also may be taken into account. F 

| The above-mentioned approximate total of 34,000 tons includes the | 
9,500 tons per month (30,000 per year), recommended in your A-15, | 
January 12% and the 3,000 extra allotment which the local supply : 

“ Not printed. : en 7 eee



766 FOREIGN RELATIONS, 1943, VOLUME VI 

committee has already been instructed to supply Frigorifico Artigas 
(your telegram no. 3, January 2 and Department’s 27, January 9%"). 
The Supply Committee for Latin America has been instructed to make 
the 2,500 tons per month available to Uruguay. | 

The Department wishes you to consider the above-mentioned addi- 
tional requirements, presented by Foreign Minister Guani and 
Dr. Giorgi, for power plant fuel oil and domestic kerosene, which were 
listed as 5,000 tons and 1,908 tons, respectively, in the Department’s 
telegram under reference, as though they had been presented in _ 
accordance with the usual pool procedure, and telegraph your views ~ 
for presentation to the Essential Requirements Committee. The De- 

_ partment also wishes similar consideration given to the request for 
additional supplies for the National Frigorifico, which had not pre- 
viously been presented and which is included with Artigas in the 
Department’s telegram under reference. 

Please endeavor to ensure that the Uruguayan authorities concerned 
| clearly understand the proper method for the presentation of any. 

further requests, and reiterate that the basic pool formula continues _ 
to be 40 percent of 1941 civilian consumption plus approved essen- 
tials with deliveries contingent upon the vicissitudes of war. It is 

| most important that Uruguay, as well as the other countries concerned, 
does not have the impression that it is receiving any fixed percentage __ 
(such as 62 percent) other than the basic 40 percent plus essentials. . 

| Hoty 

833.6863/211 : Telegram | | 

The Ambassador in Uruguay (Dawson) to the Secretary of State 

Monrtevipeo, February 13, 1943—3 p. m. 
| [Received 6:13 p. m.] 

911. Department’s 108, February 9. Based on maintaining 40% 
plus essentials basis the Embassy recommends that the following extra 
monthly quantities be allotted : National Frigorificos 700 tons kerosene 
for farmers and laborers producing exports 1500 tons fuel oil for 
power plant 2000 tons National Frigorificos is exporting approxi- 
mately 60% of their production; their 40% basic quota 1s 825 tons a 
month; we estimate their minimum to maintain exports is 1025 or 
700 extra. 

Kerosene requirement is based upon an examination of oil company 

| distribution statistics by areas. _ | 
Fuel oil for power plant is our estimate based upon adding to 40% 

“The reference is to telegram No. 3, January 2, from the Ambassador in 
Argentina, not printed. 7 

*® Not printed.
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of (1941) which is 2120 tons a month, a quantity sufficient to provide 
current for export industries which switched from fuel in 1941 to 
electricity in 1942 and certain other basic uses such as water supply 
and sewage pumps. The failure of the Argentine corn crop has cut 
off further supplies of this fuel which necessitates replacement at 
least temporarily by the quantity of fuel oil recommended. | 

OO a oe | Dawson 

-888.6363/211 : Telegram — | we | 

The Acting Secretary of State to the Ambassador in Uruguay 
an (Dawson) a t 

| | eS oo WasuHineton, February 26, 1943—9 p. m. ft 

152. Your 211, February 138, 1943. The Supply Committee for 
Latin America will be instructed to make available to Uruguay an | 
additional amount of 2,000 tons of fuel oil per month, which cor- | 
responds to the additional amount you recommended to meet the | 
essential needs of the power plant, and also 700 tons per month for 
the National Frigorifico. With respect to the latter, however, the f 
Essential Requirements Committee is of the opinion that supplies for 
both the National Frigorifico and Frigorifico Artigas should be regu- | 
lated in accordance with any seasonal variation in their operations, og 
and the Supply Committee for Latin America will be instructed to _ | 
advise the local pool committee accordingly. | | 

_ From the information now available, the Essential Requirements _ I 
_ Committee does not consider that the supplying of kerosene for F 

farmers and laborers is an essential requirement and therefore, in | i 
accordance with pool principles, an additional quantity will not be 
made available for that purpose. _ | 

_ You should inform the appropriate Uruguayan officials of the fore-— | 
going and explain that, in accordance with the memorandum handed | } 
to Dr. Giorgi on February 3, 1948 * the above-mentioned amounts to | 
cover the needs of the power plant and the National Frigorifico, which | 

_ have been ascertained to be essential requirements, will be made 
available to Uruguay in addition to the total amount indicated in that — 
memorandum and in the Department’s telegram no. 108 of February 9, j 
1943. — 

| BERLE ~ I 

* Memorandum not printed. oe
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| 888.6363/231: Telegram , ee - | 

The Secretary of State to the Ambassador in Uruguay (Dawson) 

| ee - Wasutneron, June 23, 1943—7 p. m. 

341. A conference was held in the Department on June 21 with 
representatives of the Petroleum Supply Committee for Latin Amer- | 
ica and of the Office of the Petroleum Administrator for War partici- 
pating. The Supply Committee and the Petroleum Administrator’s 

| representative stressed the importance of obtaining a modus vivendi 
between the marketing companies and Ancap before the present 

, agreement expires on June 30, 1943. This would give sufficient time 
to discuss the problem more fully with Ancap and with the Uruguayan 

authorities and obviate the necessity of the Committee’s being con- 
fronted with what it considers a rather serious threat to the spirit and 

principles of the supply pool. The matter has been discussed in 
detail with Ambassador Dawson, who is now en route to Montevideo, 

and it is desired that he conduct the negotiations personally once he 
returns. However, owing to the fact that only a few days remain 

until the agreement expires, it may be necessary that preliminary 

discussions be carried on by you prior to the Ambassador’s arrival. 
Therefore, (and depending on the outcome of the inquiries referred 
to in your 594 of June 17,° and provided you consider it advisable) 

you are authorized to communicate informally to the appropriate 

Uruguayan authorities the following considerations, reporting fully 

to the Department by telegraph: ) 

In accordance with its well known policy this Government has of 
course no desire or intention of interposing in any domestic matter 

such as the implementation of legislation governing the extension of 

Ancap’s monopoly. At the same time in view of present world con- 

ditions the Department feels that this might not be an opportune time 

| in either the general interest or that of Uruguay for any action which 

might have an adverse effect on the petroleum pool arrangement which, 

the Department believes, has operated in a manner advantageous to _ 

Uruguay. It may be pointed out in this connection that the Supply 

Committee was organized and functions with the voluntary participa- 

tion of the various interests concerned including of course the pe- 

troleum companies and that a basic principle was that the companies’ 

relative commercial positions would be frozen for the duration of the 
poolarrangement. ~~ | 

5 Not printed. | ea



Co URUGUAY 7 769 | 
833.6363/233 : Telegram on — oe | : 

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

_ a | the | MontTevipeo, June 24, 1948—6 p. m. 
ae a ee _ [Received 10: 48 p. m.] | ) 

__ 617. Reference Department’s 341, June 23, 7 p. m. _As required by 7 
Uruguayan protocol, I obtained permission from Foreign Office to dis- — 7 

| cuss informally petroleum matter with appropriate Uruguayan of- _ | 
ficials as authorized in Department’s 321 [347]. The British Minister 4 
requested and was also granted similar permission and Foreign Office 
made appointment for us to call jointly upon President Ruiz of newly 
appointed board directors of Ancap. We mentioned to Ruiz concern | 
of foreign companies as respects their position and requested an ex-. 
pression of the views of appropriate authorities with respect to situa- 

_ tion and possible renewal of present agreement. Ruiz replied that 
| Directorate had just few days ago taken over and although it was 

aware that contract existed between Ancap and foreign companies it | 
had not had opportunity to study question of renewal. Heassuredme = 
that he would inform board of our visit which he expected to dotoday 
and observed that in view of short period remaining it might haveto : 
consider arrangement for renewal of contract. | 

In view now of the Department’s 341 and fact that Ambassador will - 
_ hot arrive here until 29th I shall seek interview with Ruiz tomorrow f 

and convey to him the considerations embodied in last paragraph of | 
cited telegram. — wees ’ Se | : | | | — - | - | Dwyre 

833.6368/233 : Telegram | | : | : | 

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

| | WasHINGTon, June 29, 1943— 3 p. m. | : 
353. Reference your 617, June 24. The Department desires that 

in your future discussions with the Uruguayan authorities you act 
alone and not jointly with the British Minister. | | 

| yee | “Hun | 

-$88.6863/251. a o OE | _ | 

Lhe Secretary of State to the Ambassador in Uruguay (Dawson) | 

No. 1650 s | | - ‘Wasuineron, September 29, 1943. 
| Sir: The Department has read with interest your despatch no. 3196 | | 

of September 8, 1943 16 transmitting copies of memoranda of con- sig 

“Not printed. | ae 2
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versations with Mr. Herman A. Metzger of the Standard Oil Com- 

pany concerning prospective negotiations for a further extension of 

| the marketing agreement between the Ancap and the private petroleum 

companies operating in Uruguay. 

As stated in the Department’s telegram no. 341 of June 23, 1943, _ 

- this Government has no desire or intention of interposing in any 

Uruguayan domestic matter such as the implementation of the legis- 

lation giving Ancap a monopoly over sales of petroleum products in 

Uruguay and the Department does not now wish to be placed in a 

position of supporting a long-term renewal of the present marketing 

agreement between the Ancap and the private companies, which sup- 

port might be construed as unwarranted interference of this nature. 

At the same time, the marketing agreement currently in force is in- 

timately connected with the operation of the Latin American pool 

arrangement and the Department feels that in the general interest of 

the war effort of the United Nations as well as in that of Uruguay no 

action should be taken which might disturb the successful operation 

| of the petroleum pool. Accordingly, as the occasion arises, the Em- — 

bassy should lend its good offices in informal support of such tem- 

porary renewals of the present marketing agreement as may be neces- 

sary to maintain the status quo for the duration of the war emergency, 

or for as long as the Latin American petroleum pool may remain in 

being. While the length of time such temporary renewal or renewals 

| might cover is a matter for negotiation between Ancap and the pri- 

vate companies, the Department feels that an extension of the agree- 

ment for a period up to two years would not be excessive from the 

point of view of the general interest. , | 

Very truly yours, For the Secretary of State: 

|  Dran ACHESON 

833.6363/260 | 

The Secretary of State to the Ambassador in Uruguay (Dawson) 

No. 1706 | WASHINGTON, October 23,1943. 

Sm: The Department refers to its instruction no. 1650 of Sep- 

tember 29, 1943 concerning the renewal of the marketing agreement 

between the Ancap and the private petroleum companies operating in 

| Uruguay. — Lo | 

There is now enclosed a memorandum of conversation *” held in the 

Department with Messrs. Ralph W. Bolton and H. A. Metzger of the 

Standard Oil Company. You will note therefrom that the private 

companies plan to suggest in the forth-coming negotiations that the 

renewed contract run for some three years to terminate coincidental 

17 Not printed. | Oe



I 
EE 

| URUGUAY 771 | 

_ with the end: of office of the present Uruguayan administration, | 
February 28, 1947. The Department feels that there might be certain | | 

| general advantages in such an arrangement which would appeal to : 
the Ancap as well as to the private companies and that it would 
furnish adequate insurance for the present at least against disturbance 
of the war-time Latin American petroleum pool. | 

| In requesting you to lend your informal support to enable the 
achievement of an agreement consistent with the best interests of the. | 
war effort, the Department suggested in its instruction under refer- | 
ence that, while the length of time the renewal agreement might cover 
was a matter for negotiation among the principals, a period of two | 
years would not be excessive. In doing so the Department wished it | to make a clear distinction between a six months? period and one of 
a reasonable length in relation to the possible duration of the pool : 
arrangements and the Department has of course no objection to the | _ three year period now desired by the private companies provided it _ } | meets with the approval of the various Uruguayan entities involved. | | 

Very truly yours, . - For the Secretary of State: 
| . : Drawn AcHESON 

833.6363/269 oo 

Lhe Ambassador in Uruguay (Dawson) to the Secretary of State 

No. 8557 | Montevipeo, November 23, 1943. 
| | | | [ Received December 6.) | 

Str: I have the honor to refer to the Department’s strictly con- 
fidential instructions nos. 1650 and 1706 of September 29 and October _ | 23, 1943, respectively, concerning the renewal of the marketing agree- : ment between the Ancap and the private petroleum companies operat- 
ing in Uruguay, and requesting me to lend my informal support with 

_ a view to an agreement consistent with the best interests of the war effort. Reference is made also to the Embassy’s despatch no. 3437 of | _ October 29, 1943, and to my telegram no. 998 of November 23.8 
In its despatch no. 3437 of October 29, the Embassy reported that 

the President of the Board of Directors of the Ancap had inquired 
of the petroleum companies regarding the conditions under which they | would be willing to withdraw from the Uruguayan market. The + matter was referred by the the several loca] representatives to their head offices and, having received instructions, they informed the _ Ancap on November 15 that the companies did not wish to withdraw and desired on the contrary to commence negotiations looking to the : renewal of the marketing agreement. There is enclosed a copy of | 

® Neither printed. | |
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the memorandum ?* handed. the Ancap by the local representative of 

the West India Oil Company. It is understood that identical or 
similar replies were made by the other companies concerned. 

The companies have been in frequent touch with the Embassy and 
have kept it informed as to developments. After transmitting their 
reply to the Ancap, the local representatives called at the Embassy 

for a discussion of the situation with the Counselor of the Embassy 
and myself. I informed them in a general way as to my instructions 

and expressed my willingness to make available my informal good | 
offices in the manner authorized by the Department. I said that I 
wanted to help and not to hinder and that before taking any action I 
should be glad to have the benefit of their views as to the appropriate 

time for any discussion which I might have with the Uruguayan 
_ authorities. os ; 

| The representatives of the companies were unanimous in suggesting 
that my informal representations be made at any early date before 
the negotiations with the Ancap got under way. They felt—and Mr. | 
Dwyre and I agreed—that the Department’s interest in an agreement 

consistent with the war effort should be made known to the Uruguayan 

authorities promptly rather than later when the Ancap might have 
taken a position from which it would find it hard to recede. 
My conversation with the representatives of the companies took | 

place on November 17 and in agreement with them I had expected to 
see the Minister of Foreign Affairs the following day. However, in 
the meantime my British colleague informed me that, in view of the 
British interest involved (Shell-Mex Uruguay Ltd.), he had cabled 
London for instructions and sent a copy of his message to the British 
Embassy in Washington. He inquired if I would be willing to wait 
a day or so in order that le cas échéant our representations might be 
made more or less at the same time. Having assured myself that this 
was agreeable to the representatives of the American companies, I 
informed the British Minister that I would defer my interview with 
the Foreign Minister. (At the same time I told him that, whatever 
might be the tenor of his representations, I would not be in a position 
to take joint action with him and that our interviews with Sr. 
Serrato 2° would have to be separate.) ee ee | 

The British Minister received his instructions over the week-end 
and on Monday morning (November 22) it was agreed that I would 
seek an interview with Sr. Serrato that afternoon and that Mr. Vereker 
would endeavor to see him as soon thereafter as possible. Asa matter 
of fact, Sr. Serrato received me shortly after four and received the 

_ British Minister about an hour later. I enclose English and Spanish | 
texts of the statement ?° which I read in Spanish to Sr. Serrato and. 

7° Not printed. 
* Uruguayan Minister for Foreign Affairs. |
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which is based on the Department’s instructions as set forth in its _ 
telegram no. 341, June 23, 1943 and its instructions nos. 1650 and 1706 si 
of September 29 and October 23. It will be observed that I refrained — 
from mentioning specifically a three-year renewal period. This 
seemed distinctly advisable since it is the intention of the companies | 

_ tomake an initial request for five years. Naturally my statement was 
so worded as not to preclude my supporting a three-year renewal at _ : 
a later stage if occasion arises. ~*~” | Oo 

In spite of the purely informal character of my action, I considered +} 
it essential that Sr. Serrato be furnished a written statement in order 

| that the Uruguayan authorities and others concerned might be under 
no misapprehension as to the scope and nature of the support being ~*~ 
given the companies. I wanted the record to be perfectly clear as | 
respects not only what I was saying but also what I was not saying. | 

_ With regard to the action taken by the British Minister, I enclose | 
a copy which he has kindly furnished me of his statement to Sr. 

‘Serrato.2* As noted in my telegram no. 998, under his instructions 
| he is supporting a request for a renewal of the agreement for a five- 

_ year period. In so doing he refers to paragraph 2 of the protocol of : 
the Anglo-Uruguayan trade agreement of 1935, the text. of which I 

_ also enclose.?? — las one ee 
In conclusion, I may add that in my interview with him Sr. Serrato F 

_ said nothing of any significance regarding the matter in hand, al- ; 
though he did remark that he was not in favor of disturbing the F 
present situation. My British colleague informs me that his com- _ : 
munication likewise elicited from the Minister no comment of interest, : 

Respectfully yours, oe ~ Wi11am Dawson ' 

883.6363/268 : Airgram | | od 
_ Lhe Ambassador in Uruguay (Dawson) to the Secretary of State | 

a 2d _-- Mowrrvinzo, November 27, 1943—11 a. m. 
OEMs Bs [Received December 3—2 p. m.] f 

_ A-621. Referring to the Embassy’s strictly confidential despatch ; 
no. 3557 of November 23, 1948 and telegram no. 998 2° of the same date 
concerning negotiations regarding renewal of marketing agreement 
between Ancap and petroleum companies, the Department is advised  F 
that the representatives in Montevideo of the West India Oil Company | 
(Standard of New Jersey), Atlantic Refining Company (Atlantic : 
Barrere, S. A.) and the Shell-Mex Uruguay Ltd. (British) have been 

2 Not printed. a . | 
“For text of the agreement signed at London, June 26, 1935, see League of ; 

Nations Treaty Series, vol. cLxxvi, p. 153. | / ; 
* Latter not printed. | | : 7 | | E
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advised by Vegh Garzén, General Manager of Ancap, that by a resolu- 

tion of the Board of Directors of the Ancap arrived at on November 

94, 1943, the Board has decided to study the project of a new agree- 

ment with the companies referred to which will be initiated with the 

companies within a short time. An English translation of the Span- 

ish text of the letter referred to follows: vos 

“With reference to the matter discussed in the interview held by 
your representatives with the President of our organism on the 15th 

instant, in the course of which you made reply to the verbal inquiry 

which had been addressed to you as to the conditions under which your 

companies would be disposed to withdraw from the Uruguayan mar- 

ket, I have pleasure in informing you that by resolution of the Board 

of Directors of the same date, it was decided to undertake the study | 

of the project of a new agreement with your companies, for which 

purpose we shall take the opportunity to initiate negotiations with you 

within the briefest possible period. . ee 

I avail myself of the opportunity to present to you the assurances — 

of my highest consideration and esteem.” 

| | , a Dawson 

EFFORTS OF THE UNITED STATES AND URUGUAY TO CONTROL 

FINANCIAL TRANSACTIONS INVOLVING THE AXIS - 

| 840.51 Frozen Credits/11301. : , 

The Ambassador in Uruguay (Dawson) to the Secretary of State 

No. 3019 Monrevipso, August 2, 1943. 

| Gir: With reference to the Department’s undated instruction No. 

976 (received by the Embassy on November 19, 1942) and the Em- 

bassy’s despatch no. 1858 of November 24, 1942,% both of which relate _ 

to the Uruguayan Financial and Economic Controls, I have the honor 

to transmit a report 7° on the present status of the Uruguayan controls 

in the light of the resolutions adopted by the Inter-American Confer- 

ence on Systems of Economic and Financial Controls.** Reference is 

~ also made to the Department’s circular telegram of April 7, 1942, 

9 p. m. and to the Department’s airgram no. A-113 of November 9, 

1942, 6 p. m.” both of which request reports on the Uruguayan 

-eontrols. = 
A report is being prepared on the operation of the Proclaimed List 

in Uruguay which will include comments on the extent to which 

* Neither printed. an be 
* Not printed. | | 

*% Wor texts of the resolutions, see Pan American Union, Congress and Confer- 

ence Series No. 39: Final Act of the Inter-American Conference on Systems of 

Economic and Financial Control (Pan American Union, Washington, 1942). 

For correspondence on this Conference, held in Washington June 30-July 10, 1942, 

see Foreign Relations, 1942, vol. v, pp. 58 ff. — 

27 Neither printed. |
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particular persons and firms are being eliminated from the economic | 
life of Uruguay as a result of their inclusion in the Proclaimed List. _ | 
This question and other related Proclaimed List matters are, there- | 
fore, not discussed in the enclosed report. It may be stated generally, 
however, that the Proclaimed List has been very effective in Uruguay; — : 
that it enjoys the confidence and support of the Uruguayan people; | 
and that signs of financial stress on those firms which are better able, : 
from a financial standpoint, to ride out the storm are becoming more : 
pronounced. Questions relating to the insurance field will likewise : 
be discussed in a separate despatch. In the interest of brevity the _ 

| Uruguayan laws relating to dollar currency control are omitted from __ 
the report because of the satisfactory nature of those controls, the only 
problem here being the existence of a black market of an unknown size. _ | 

It should be noted that the Committee for Political Defense of the f 
Hemisphere has made a thorough study of the measures which have 
been taken by Uruguay (and certain other American Republics) to | 

_ implement the resolutions passed by that Committee. The imple- 
mentation of some of these resolutions, notably Resolution XI dealing 
with clandestine radio stations, Resolution XIX dealing with censor- — ; 

_ Ship, and Resolution XVII dealing with extortion payments, would 
automatically operate as direct or indirect implementations of one or 
more of the Washington Resolutions.® To this extent, the Com- | E 

| mittee has, in the accomplishment of its own purposes, already em- | 
phasized to the Uruguayans certain inadequacies in their controls. E 
(The text of the Uruguayan Constitution and of various Uruguayan ‘ 
laws appear in the Committee’s report of March 1943, entitled “Leyes ] 
y Reglamentos Relacionados con la Defensa Nacional Contra Activi- 
dades Subversivas”. An analysis of various Uruguayan laws in the — | 
ight of certain resolutions of the Committee appears in Annex E of 
1943 entitled “Memorandum sobre legislacién y practicas adminis- 

_ trativas de acuerdo a los informes recogidos en la visita de consulta”. 
Both of these reports have been forwarded to the Department.) 
With a few minor exceptions, the Uruguayan financial and eco- 

nomic controls (the May, 1940 freezing decree excepted) were putinto — | 
effect after the Rio de Janeiro Conference” and prior to the Wash- ; 
ington Conference. This is significant in that it indicates that the : 
Washington Conference has had no appreciable effect on the Uru- | | 
guayan controls, - | | | 

*See Emergency Advisory Committee for Political Defense, Second Annual : Report (Montevideo, 1944), pp. 107 ff. - | 
” Resolutions of the Inter-American Conference on Systems of Economic and F Financial Control. | | F 
“Third Meeting of the Foreign Ministers of the American ‘Republics, held 

| nee 15-28, 1942; for correspondence, see Foreign Relations, 1942, vol. v 

461-035—64—50 | es
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‘The failure on Uruguay’s part to better implement the resolutions 

of the Washington Conference is due to a number of causes. One of 

the most important has been a reluctance to apply effective controls 

to Uruguayan nationals. Another is an apparent reluctance to apply 

controls which will seriously interfere with the operations within 

Uruguay of any person or firm (regardless of nationality and apart 

from any consideration of importance of Uruguay’s economic life) 

because of the effect which such action might have on business gener- 

| ally and the consequent unemployment of Uruguayans through © 

| reduction of personnel, etc. | — 

Another important cause has been the recent change of adminis- 

tration. As is pointed out in the Embassy’s despatch No. 1858 of 

November 24, 1942, there was a reluctance for political reasons to take 

any affirmative action in the preelection period up to November 29, | 

1942. Subsequent to the elections further delays have arisen from ~ 

the fact that the Presidential appointments to key offices were only 

recently approved by the Congress. | 

Aside from the causes above mentioned, which are basically political 

in nature, it is believed that there is a general failure on the part of the 

Uruguayan public and on the part of many Government officials to 

appreciate the extent of Uruguay’s failure to implement the Wash- 

ington Resolutions. This is probably due, in part at least, to the fact 

that the same importance is not accorded the Washington Resolutions 

as, for example, is accorded the Rio Resolutions. In particular fields, - 

such as censorship, certain constitutional questions also exist. 

The Embassy has consistently urged upon the appropriate Govern- 

ment officials the importance of adopting additional controls. (See 

the Embassy’s despatches No. 1550 of September 11, 1942, No. 1604 

of September 19, 1942 and No. 2033 of January 12, 1948.)** These 

efforts will, of course, be. continued. Various officers of the Embassy 

have also from time to time discussed the matter on an informal basis 

with officials of the Bank of the Republic. In these discussions the 

Embassy’s cooperation has been offered particularly as regards ex- 

planations of the structure of the United States controls and their 

administration. => | ot | 

In an effort to further emphasize the inadequacies of the present 

| laws, the Embassy, early in March of this year, prepared an analysis 

in Spanish of the present Uruguayan controls in the light of the 

Washington Resolutions and handed copies of this report to appro- 

priate officials of the Bank of the Republic. The Bank later stated 

- that it had no suggestions to offer. The report which was handed to 

the Bank is similar to the enclosed report except that in the Spanish 

version the text of each of the Washington Resolutions was included, 

| None printed. | |
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together with a brief statement of how the United States had imple- | 
mented each resolution. Certain comments which appear in the _ | 
enclosed English version on the administration of the controls and 
certain statistical matter were omitted in the Spanish copy. _ 
_ Asa further means of arousing interest in the controls, the Embassy 
proposes to distribute Spanish copies of the Washington Resolutions : 
to various newspaper editors and other influential persons and to this 
end requests that about forty Spanish copies and ten English copies 
of the Resolutions be forwarded as soon as possible. It is suggested 4 
that about five of the Spanish copies be sent airmail and that the | 
balance be sent by sea pouch. A mere reading of these resolutions E 
will, it is believed, serve to indicate to the Uruguayans the extent of | 
their failure up to this time to install adequate controls. — coon | 

While the Embassy’s efforts have thus far not been followed by | 
definite action on the part of the Government, they have achieved the 
purpose of keeping the matter continually before the appropriate 
officials and particularly before the officials of the Bank of the Re- | 
public. The following concrete results have been obtained: | 

In the latter part of 1942, the Embassy was advised that a tenta- : 
tive law had been drafted by the Bank of the Republic which allegedly of 
complied with all of the Washington Resolutions, and that this draft : 
had been passed to the Foreign Office for approval. Mr. Silveira , 
Zorzi of the Bank, and probable author of the draft, stated last : 
week that no action had as yet been taken regarding the proposed | 
law but that he remained hopeful. BS | 

: The Embassy has not had access to a copy of this draft and it is : 
entirely possible that the Uruguayans will prefer to adopt additional | 
controls without previous consultation with the Embassy. In this | 
connection, it may be said that several months ago the Ambassador 
‘proposed that a committee be formed to study the matter of controls, __ 

_ and, at the same time, offered the Embassy’s cooperation in any way : 
that might be helpful. (See the Embassy’s despatch No. 1604 of | 

| September 19, 1942). The suggestion as regards the formation ofa. _ ; 
committee was not favorably received by Dr. Guani.*? ee : 

In the latter part of June, 1943 Dr. Alberto Dominguez Campora, ; 
recently appointed a director of the Bank of the Republic, stated _ 
that he had conferred with the Minister of the Interior * and the if 

_ President * regarding the above mentioned draft; that both were of _ I 
‘the opinion that the Washington Resolutions should be further im- F 
‘plemented; that he had commenced work on the draft; and that he | 
would soon be in a position to discuss the matter with the Embassy. | 
Other officers of the bank have indicated that additional measures will f 

* Alberto Guani, Vice President of Uruguay. 
* Carbajal Victorica. i “Juan José Amezaga | mae
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probably be taken in the near future. While it is not possible to 
predict the fate of this new endeavor with any degree of certainty, 

the Department will be kept informed. | 

| As the enclosed report will show, much remains to be done by 

| Uruguay in the field of economic and financial controls. On the other 

| hand some very important controls are already in effect, particularly 

as regards the vital matter of trade with, and the remission of funds 

to, enemy territory. Generally speaking, the most serious defect in — 

the present laws is the lack of an effective control over internal trans- 

actions and property in Uruguay. While the need of additional con- 

trols to fill this gap is fully appreciated, as a practical matter this 

need is partially filled by the very satisfactory manner in which the 

Proclaimed List is operating in Uruguay. It should be pointed out, 

furthermore, that the administration of the present controls by the 

Bank of the Republic has been surprisingly good. And, needless to 

say, the bank’s cooperation in this and in other fields has been of great 

| assistance to the Embassy in economic warfare matters. | | 

One matter which has been of constant concern to the Embassy 

regarding control measures is the probability, if not the certainty, 

that regardless of the additional laws that may be passed by the 

Uruguayan Government, the same administrative efficiency to which 

we are accustomed in the United States may not be expected. While, 

as above pointed out, the bank of the Republic is efficiently adminis- 

trated, the same technical skill and knowledge do not exist in other 

agencies, such as customs, which necessarily must be relied upon to 

make the controls effective. 
Regarding the nature of the enclosed report it may be said, in con- 

clusion, that the purpose was to present the controls as they are ac- 

tually construed and administered by the Bank, as distinguished from 

how they should be construed, improved and administered. It 1s 

thought that the matters last mentioned are adequately covered in the 

Department’s above mentioned instruction No. 976 and the circular in- 

struction of August 4, 1942 entitled “Measures Adopted by the Inter- 

American Conference on Systems of Economic and Financial Control” 

and the November 13, 1942 supplement thereto.*° It will also be noted 

that the texts of the controls are freely translated in the footnotes in 

| an effort to achieve greater clarity and these translations differ some- 

what from the more literal and technically precise translations for- 

warded in previous despatches. Since in some instances the transla- 

tions are so free as to amount almost to a construction of the text, the 

7 translations are not enclosed in quotations. 

Respectfully yours, For the Ambassador: 
Rosert G. GLOVER 

| | Commercial Attaché 

* None printed. ;
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840.51 Frozen Credits/11375 a | 

The Ambassador in Uruguay (Dawson) to the Secretary of State 

| [Extract] | 7 

No. 3067 | _ _Monrtevineo, August 12, 1943. | 
me | [Received August 24. ] : 

- §1r: I have the honor to refer to this Embassy’s despatch no. 2200 
of February 17, 1948 * entitled “Uruguayan Banks and Proclaimed | 

- List Nationals” wherein the Department was informed of the pro- 
gram which the Embassy had initiated with regard to the curtailment ot 
of banking facilities to Proclaimed List nationals in Uruguay, and to © 
the Department’s instruction no. 1266 of April 12, 1943 ** in answer | 
thereto. | 

_ The following results have been obtained through this program dur- | 
_ Ing the past six months: (1) Proclaimed List nationals have been com- 
pelled to liquidate outstanding loans amounting to $U 1,297,857.54; | 
(2) credits requested by said nationals amounting to approximately : 
$U 2,500,000 have been rejected by the banks; (3) approximately 

| seventy real estate properties owned by said nationals, which had been 
- under administration by the banks, have been turned back to their _ : 

owners; (4) approximately twenty business firms whose names appear F 
| on the Proclaimed List have been compelled to vacate business 

premises owned or administered by said banks; and (5) two important } 
enemy firms have undergone the prestige-lowering embarrassment of — : 
being sued in court for non-payment of matured debts. | I 

No legal economic controls have been adopted in Uruguay through 
which the Embassy could insist upon proceedings of the above type 

| against Proclaimed List nationals. (See memorandum enclosure in an 

despatch no. 1858 of November 24, 1942.) 37 While the economic. 
weapon of the Proclaimed List could have been brought to bear on the | 
ground that granting banking facilities to enemy nationals violated & 
the Proclaimed List policy of “no dealing with enemy nationals”, the | 
Embassy felt that an insinuation as to the possibility of their inclusion 

/ made to the local banks who were dealing with such nationals would ’ 
produce (in this instance) an effect contrary to that desired. The suc- Ff 
cess of the program depended upon its adoption by all of the banks ot 
which engaged in the business of lending money ; the banks would have | 
hesitated to alienate good clients (by requiring a closing of accounts) — | 
while another bank was welcoming such customers and refinancing | 
their canceled loans. Furthermore, the Banco Hipotecario, which is a ! 
State institution, engages in the business of lending money upon . 
mortgage security, and under the strict letter of the law it cannot dis- 

* Not printed. : oF 
* Neither printed. | |
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criminate against a person who offers good and sufficient security; it _ 
cannot, under present law, discriminate against a business enterprise 

because it is on the Proclaimed List. | 

Respectfully yours, _ For the Ambassador: | 
re Rosert G. GLOVER 
Be Commercial Attaché 

840.51 Frozen Credits 85/183 | | 

The Ambassador in Uruguay (Dawson) to the Secretary of State 

No. 3403 oe Monrevipeo, October 23, 19438. 
we [Received November 4. ] 

Sm: I have the honor to refer to the Department’s instruction 
no. 1587 of August 31, 1943 *° (file no. 840.51 Frozen Credits/11301) 

in reply to the Embassy’s despatch no. 3019 of August 2, 1943, trans- 
mitting a report on the Uruguayan financial and economic controls. | 

As the Department is aware, questions pertaining to controls have 
had the special attention of Mr. Thomas C. Mann, an Auxiliary Officer, 
who is about to leave Montevideo to take up his new duties in Wash- 
ington. Before departing, Mr. Mann has prepared a memorandum 
in which he reviews the existing situation and indicates in the light: | 
of his experience the minimum control measures which we should like 
to see Uruguay adopt. A copy of this memorandum is enclosed.” 

It will be observed that Mr. Mann concludes that the minimum 
measures desired would require legislative action in the form of an 
adequate freezing law. As the Department knows, in spite of the 
consistent efforts of the Embassy over a long period, it has proved 
extremely difficult to interest the Uruguayan authorities In more _ 

| effective implementation of the Washington Resolutions. There is no 
present likelihood that the Government will on its own initiative 
propose legislation to Congress. It might perhaps do so under pres- 
sure from the Embassy but I am convinced that to induce the Govern- 
ment even to draft a bill would prove a long and tedious process. 
The present legislative session will end on December 15. As the Em- 
bassy has reported, Congress is functioning in a very unsatisfactory 

manner and the Government is experiencing difficulty in obtaining the 
enactment even of urgent measures in which it is interested. The 

| situation has been fully set forth in the Embassy’s despatch no. 3338 
of October 9, 1943, enclosing a detailed study ** prepared by Dr. 

. Eugene A. Gilmore.” As pointed out therein, it is unlikely that 

Not printed. CS 
“ Neither printed. | 
“ Senior Economic Analyst of the Embassy. |



EERE IEE ED ED ED ESS :.SCSCSCSCé“‘“‘“iw Ol 

Bocas URUGUAY a 781 ! 

Congress will find time to consider any new legislation during the: : 

present session. 7 coe | : 
For the reasons indicated, I consider that there is no possibility of 

the enactment. during the present session of a freezing law such as. 
would be required to make Uruguayan controls more effective. I | ! 
believe that the earliest date at which such legislation could be ob- : 

tained, if at all, would be May of next year. In the circumstances, : 
_ the Embassy questions the advisability of pressing the matter with the 
Uruguayan Government for the present. Since there is no hope of | 
obtaining action before the next session, I should be disposed to defer 
any further representations until January. If it then appears desir- ot 
able, appropriate efforts could be made to induce the Government to: 
draft a suitable bill for presentation to Congress when it reconvenes | 

In the meantime, I should be glad to have the benefit of an ex- | : 
pression of the Department’s views and wishes with respect to just 
how far the Embassy should go in urging the Government to take I 
the action desired. It is believed that, in considering the matter, the 
officers of the Department will wish to take advantage of the _ : 
approaching opportunity to discuss the whole situation with Mr. — 

Mann who is thoroughly familiar with all aspects of the question. : 
As I have repeatedly pointed out, while the Uruguayan Government L 

has from the outset given courageous and effective support to our 
policies and has cooperated magnificently in what may be broadly. F 
termed the political field, its cooperation has been considerably less F 

| enthusiastic and less effective in what may be termed the economic ; 
field. In fact, in the light of our experience thus far, I am inclined — : 
to doubt whether, whatever representations the Embassy may make « 
and however persistently it may pursue the matter, Uruguay canever __ 
be induced to adopt the measures called for by the Washington Reso- 
lutions or to carry them out efficiently if they were to be adopted. 
Recent Allied victories make the attainment of this goal even more : 
difficult than formerly because of the over-optimism which they have > 
engendered and the widespread tendency to believe that the war in 

Europe is practically won and mayendalmostany day. = : 
Fortunately, certain favorable factors make the absence of more — gk 

_ effective controls of less practical importance than may be the casein 
some other countries. In the first place, Uruguay isa small country — 

and German interests are not extensive. More important, the Pro- 
claimed List has functioned and continues to function in a very satis- 
factory manner and its effectiveness and the effectiveness also of such ' 
controls as exist have been materially enhanced by the excellent coop- 
eration of the Bank of the Republic and other institutions. From a ot 
practical standpoint, I doubt if Uruguay’s failure to implement more } 
adequately the Washington Resolutions has prejudiced our war effort _
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to any appreciable degree; and, since the attainment of more effective 
| implementation is to say the least problematical, the question may well 

be raised as to whether we should press for additional measures or 
content ourselves with taking the fullest day-to-day advantage of the 

| cooperation which we are already enjoying. - 
Respectfully yours, Witt1am Dawson 

740.38112A/10: Airgram | _ 
_ The Acting Secretary of State to the Ambassador in Uruguay 

| : | (Dawson) — | _ 

a WasHINneron, October 29, 19483—7 p.m. 

A-589. Reference Embassy’s despatch 3211 of September 13. 
There was discussion by the Interdepartmental Committee concern- 
ing the question raised in the last section of the Embassy’s despatch 
relating to the inclusion of firms in the Proclaimed List for a speci- 
fied period of time as a penalty for dealings with Proclaimed List 
nationals. The Committee’s views were as follows: a 

1. The policy with respect to listing persons for dealings with Pro- 
claimed List nationals continues to be that listing will be approved 
in the following cases: | 

(a) for transactions involving materials originating in the 
United States; | | 

(6) for a consistent, deliberate and substantial course of deal- 
 Ings;and © | | 

(c) where the transaction is of particular assistance to the 
Proclaimed List firm in its undesirable activities. 

2. The Committee believes that the Proclaimed List should not be 
regarded or utilized as a means of meting out punishment for inimical 
acts but as a practical weapon for waging economic warfare, and that 
additions to the Proclaimed List should be made primarily for the 
purpose of invoking control measures by this government. 

3. The Committee believes that, except in the instances referred to 
in paragraph 1, the Embassy should accept an undertaking whenever 

it has reason to believe that it would be adhered to. 

The Committee recognizes that there are a certain number of cases 

which would not be included in the Proclaimed List and in which an 

undertaking would not be deemed feasible, but it is felt that the al- 

ternative of using the Proclaimed List as a means of graduated pun- 

ishment to prevent all dealings with Proclaimed List nationals would | 

be an obvious interference in the affairs of the other American repub- 

lics that would react against this government and, on balance, against | 

the effectiveness of the Proclaimed List generally. | 

| | | a _  STEerTrnius 

- “Not printed. | :
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NEGOTIATION OF AN AGREEMENT FOR AN EXPORT-IMPORT BANK : 

_ LOAN TO URUGUAY FOR PUBLIC WORKS“ , 

| 833.51/1012 : Telegram | | 

Lhe Ambassador in Uruguay (Dawson) to the Secretary of State ? 

- OO Montevingo, January 18, 1943—5 p. m. 
| ee | [Received 7:35 p. m.] | | 
87. According to an Associated Presg despatch, Guani* said yes- | 

terday in a press interview in Buenos Aires that from his talks in | 
Washington there will probably result a 100 million peso loan for | 
Public Works. Ina press interview given in Montevideo the previous } 
day he talked of a 5-year Public Works plan and a large loan without 
mentioning any specific amount. __ ae oe 

I have, of course, given Guani no encouragement to expect a large — 
loan. Furthermore, in our various conversations I had pointed out 

| consistently that it would be unfortunate if people here were allowed 
_ to expect too much from his visit and in particular if they gained the 

advance impression that a sizeable loan would be sought or abounding. 
| os Dawson | : 

833.51/1016 | } a Oo : 
, The Ambassador in Uruguay (Dawson) to the Secretary of State 

No. 2144 Monrevipeo, February 4, 1943. | 
es - [Received February 12.] | 

Sir: I have the honor to transmit herewith for the Department’s oe 
files the Spanish text, as published in the local press, of President — 

_ Baldomir’s message to the Council of State requesting authorization 
to contract a loan of $20,000,000 with the Export-Import Bank, “* and f 
of the decree authorizing the same which was unanimously approved | 
by the Council of State on February 2, 1943. , : 

The announcement has evoked relatively little editorial comment. 
Lil Tiempo, administration organ, characterizes the loan as a “bril- 
lant operation”, calling attention in particular to the advantages ob- 
tained in relieving the local bond market of the necessity of absorbing 
an equivalent amount of internal bonds. La Mafana, (opposition 

_ Colorado) which had previously taken a strong adverse position when 
a loan of $50,000,000 was mentioned in the press, now criticizes the 
haste with which the matter was concluded, particularly in view of the | 
approaching session of Congress. 7 Debate (Herrerista and vio- 
lently anti-Administration) makes similar observations. La Tribuna 

_“ Continued from Foreign Relations, 1942, vol. v1, pp. 716-731. | | * Alberto Guani, Uruguayan Minister for Foreign Affairs. : ; “For résumé of the terms of the loan agreement, see bracketed note, infra.
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Popular, consistent opponent of the present administration, takes the 

occasion to review in critical terms the financial policy of the past four 

years and concludes with the observation that the incoming admin- 

istration by a more statesman-like handling of the country’s financial 

problems might have avoided the necessity of an external loan. In 

| this connection it should be noted that the President-elect, Dr. , 

Amezaga, is Vice-President of the Council of State, which is composed 

principally of Batllistas and Baldomiristas, i.e. the political groups 

_ responsible for his election. In approving the loan without waiting 

to submit it to the new Congress, the Administration and the members 

of the Council were presumably motivated by a desire to avoid the 

inevitable delays incident to organizing the new session rather than 

by a fear that the project would not be approved. _ | 

El Plata (Independent Blanco) comments in generally favorable 

~ terms upon the conclusion of the loan, but also expresses the hope that 

_ the new administration will follow a conservative financial policy. 

Respectfully yours, Wiii1am Dawson 

[The agreement between the Republic of Uruguay and the Export- 

Import Bank providing a loan for public works was signed at Wash- 

ington, February 4, 1943. It provided that the Export-Import Bank 

extend a credit of $20,000,000 for the purchase of supplies, equipment, 

and services. This was for roads, bridges, sanitation and sewerage 

facilities, reservoirs, agriculture and irrigation projects, certain speci- 

fied airports, and hydroelectric and railroad construction insofar as 

these did not require war-needed materials from the United States. 

Uruguay was to present to the Bank statements of withdrawal of 

funds accompanied by promissory notes. The loan was to be paid in 

twenty-five semi-annual installments with interest at four percent. 

The supplies and equipment were to be purchased from the United 

| States. The Bank was to have the right to inspect public works 

projects and verify records and accounts. Uruguay was to furnish 

quarterly and other reports, to levy no taxes on the promissory notes, 

and to make no payment from the loan to firms or persons on the Pro- — 

~ glaimed List.]. | oe 

, 833.51/1022 oO ese oe 

‘The Ambassador in Uruguay (Dawson) to the Secretary of State 

No. 2306 OB Monrevipe0, March 15, 1943. 

| a | [Received March 23.] 

Sr: I have the honor to refer to the Embassy’s despatch no. 2168 of 

February 11, 1943,” reporting with regard to local editorial comment 

"Not printed. | | |
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on the agreement under which the Export-Import Bank opened a | 
credit of $20,000,000 in favor of the Government of Uruguay. __ | 

While the general reaction was very favorable, the Herrerista organ | 
£1 Debate (see penultimate paragraph of despatch under reference) : 
attacked the loan on the ground that the manner of its approval was | 
unconstitutional. It asserted furthermore that, in view of the current | 

. deficit, interest and amortization payments could not be met from ~ : 
general revenues without the enactment of heavy additional taxes. 

E'l Debate was not only bitterly hostile to President Baldomir but | 
attacked him and his Administration in the most scurrilous manner. | 

_ Shortly after the conclusion of the loan agreement had been announced, 
it began inquiring in its columns and has continued to inquire whether | 
a “commission” had been paid in connection with the loan—its inquiry | | 
being tantamount to accusing Dr. Guani or some other official of the 

_ Baldomir Administration of profiting personally by the operation. 
On March 13 and in its two succeeding issues H7 Debate has carried 

violent articles condemning the loan on the ground that the Export- . : 
Import Bank is to exercise a certain control over the expenditure of 
the funds and to designate a “fiscal” (representative with supervisory 
functions) for the purpose. £7 Debate considers this humiliating for } 

__ Uruguay and contrary to “American solidarity”, concluding one of its _ 
| articles with a statement intimating that even Liberia would not expect : 

such treatment. In order that the Department may appreciate on — : 
what a low and scurrilous plane the campaign is being conducted, I en- | 

_ close copies of the three articles referred to.*® Similar items will no | | 
doubt continue to appear. OE obese ls | 

| The Embassy has seen no other recent comment regarding the loan _ : 
agreement in the Montevideo press. Incidentally neither the text nor __ : 
the details of the agreement have been made public. — 
£1 Debate’s articles are on a par with other blasts directed against 

the Baldomir Administration and in view of its general attitude what 
it says need not be taken too seriously. | wae | 

_ However, a few days ago Dr. Javier Mendfvil, who was Minister 
of Finance in the Baldomir Cabinet and now holds the position of | 
Minister of Industries and Labor, told me that he was very disap- 
pointed in the terms of the agreement signed by Dr. Guani with the +E 
Export-Import Bank. He referred in particular to the clauses re- _ + 

_ quiring the Government to justify and to report upon the expenditure 
of funds and stated that the contract contained provisions which were 
“humiliating” and should not be necessary in the case of a country 
like Uruguay. He said that Uruguay had an excellent financial rec- 
ord and that it could not for a moment be supposed that theloan would __ 
be used otherwise than for the purpose granted. Dr. Mend{fvil ex- 

“None reprinted. | | , :
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pressed the opinion that no Congress would have approved such an 

agreement. . 

LT told Dr. Mendfvil that according to my understanding the Exxport- 

Import Bank operates subject to regulations and laws restricting the 

purposes for which and the conditions under which loans may be 

granted. I said also that similar agreements with the Bank had been 

entered into by other governments and that in fact it was my under- 

standing that Uruguay had received rather more liberal treatment 

than certain other countries. | | 

Thus far Dr. Mendivil is the only Uruguayan official who has men- 

tioned the matter to me. | 

I am under the impression that Uruguay was given very liberal | 

treatment as respects not only the financial terms of the loan but also 

the degree of control to be exercised by the Export-Import Bank over 

expenditures. _ | 

It might be helpful if the Department could send me a brief state- 

ment regarding the matter which I could communicate either officially 

or informally to the Foreign Office or to President Amezaga himself. 

I have in mind a statement covering very briefly the conditions under 

which the Bank usually makes such agreements and confirming my 

impression that Uruguay did receive particularly favorable treat- 

ment (assuming of course that this impression is correct). Such a 

statement would be useful in case the President and other officials 

should have the idea that the agreement contains provisions which 

are “humiliating” for Uruguay. | 

Respectfully yours, | Wirtitram Dawson 

833.51/1025 | - 

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

No. 2325 Monrevinco, March 18, 1943. 

| a [Received March 25.] 

| Sir: I have the honor to refer to my despatch no. 2306 of March 15, 

1943, concerning the recent agreement under which the Export-Import 

Bank opened a credit of $20,000,000 in favor of the Government of 

| Uruguay, and reporting with regard to criticism of the agreement 

primarily because of the control to be exercised by the Bank. (Ref- 

erence is made also to my telegram no. 315 of March 18.)” 

The Embassy received this morning from the Foreign Office a note 

stating that the Government finds Clauses 5, 8 and 9 of the agree- 

Not printed. | |
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ment *° not “entirely satisfactory”; that it has been decided to initiate sy | 
“friendly negotiations” with a view to their modification; and that | 
instructions in this sense have been addressed to the Uruguayan Em- | 

_ bassy in Washington. The Foreign Office requests my assistance in | 
the matter. The text of the note and an English translation are 
enclosed.** uO 

T already had an appointment later in the morning with the Foreign | 
Minister *? and in the course of our conversation he mentioned the 
loan matter and his note. He told me that the instructions to the | 
Uruguayan Ambassador in Washington * referred to in the note had — 
been forwarded yesterday by airmail and not by telegraph. He gave | 
me for my information a copy of a memorandum which had also been 
gent to the Ambassador. I enclose copies of this memorandum ** 
which lack of time has made it impracticable to translate. | 

| Minister Serrato said that he hoped and believed that the changes 
desired by the Uruguayan Government could be made in the agree- 

ment. He expressed the opinion that matters could be taken care of | 
| by changes in wording which would satisfy Uruguayan sentiment : 

and at the same time give the Export-Import Bank the assurances | 
which it requires. | 

As I had previously told Dr. Mendivil (my despatch no. 2306), I 
explained to Sr. Serrato that, according to my understanding, the 4 
Export-Import Bank operates subject to laws and regulations restrict- | 
ing the purposes for which and the conditions under which loansmay > ; 
be granted. I said also that similar agreements with the Bank had F 
been entered into by other governments and that in fact it was my un- : 
derstanding that Uruguay had received rather more liberal treatment : 
than certain other countries. I assured him that there had been no | f 
intention whatever to cast any reflection on the credit of the 

- Uruguayan Government or on the conduct of its finances and of course : 
no intention to impose conditions which could in any way be consid- | | 
ered as “humiliating”. I 

Sr. Serrato said that he realized all this but that it must be remem- | | 
bered that Uruguayan opinion is very sensitive (quisquilloso). He 
remarked that the loan contract in its present form would prove highly | 
embarrassing politically, that it would be made a political football by 
the Herreristas, and that in fact an Herrerista Senator had already i 

© Clause 5 provided that Uruguay present to the Bank itemized statements of | 
withdrawals from the fund with promissory notes of the Republic; clause 8 q 
required that equipment and supplies for the public works were to be produced | P 
in the United States or Uruguay and those from the United States were to he : 
carried in ships of United States registry; clause 9 gave the Bank the right to : 
inspect proiects and verify records and accounts. | | f 

* Not printed. | | : 
3 José Serrato. — a I 
5 Juan Carlos Blanco. | , 
* Not printed. | |
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| requested information concerning Dr. Guani’s negotiations with the 
Export-Import Bank. | 

In conclusion, Sr. Serrato said that, speaking quite frankly, it was. 
his opinion that, unless the clauses in question were amended to meet 
the local situation, the Government would not make use of the loan. 

I may add that today’s Mafana contains an article stating that the 
Government has suggested certain changes in the loan agreement, that 
the changes pertain to control clauses which are hardly in accord with 

| the “principles of inter-American cooperation”, and that this shows 
that La Mafiana was right in criticizing at the time the haste with © 
which the agreement was considered by the Council of State. Critica 
of Buenos Aires also dealt with the matter yesterday in an article in 

which its Montevideo correspondent reports that the former Council 
| of State authorized within 24 hours (as was the case) the signing of 

— anad referendum agreement ; that this was done on the basis of a tele- 
gram from Dr. Guani containing the financial conditions of the opera- 
tion; that the urgency was due to Dr. Guani’s desire to sign the agree- 

| ment himself; and that “subsequently and in an additional document” 
| other clauses were stipulated which the present Government considers: 

objectionable (inconvenientes). CO : 
It is to be hoped that some means can be found by the Department 

and the Export-Import Bank of adjusting the difficulties which have 
| arisen. In view of the more recent developments and of my conversa- 

tion with Minister Serrato, it is doubted if the statement suggested 
in the closing paragraph of my despatch no. 2306 would suffice to 
overcome the objections of the Uruguayan Government. | 

Respectfully yours, — |  -Winrzam Dawson 

833.51/1026 waa 

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

No.2840  — Montevipeo, March 19, 1943. 

Str: I have the honor to refer to my despatch no. 2325 of March 18 
| concerning the Export-Import Bank loan agreement. with Uruguay 

and transmitting a note from the Uruguayan Foreign Office to the 
| effect that the Uruguayan Government finds clauses 5,8 and 9 ofthe _ 

| agreement not “entirely satisfactory”; that it has been decided to- 
undertake “friendly negotiations” with a view to their modification; 
and that instructions in this sense have been addressed to the | 
Uruguayan Embassy in Washington. In the despatch under refer- 
ence I reported also regarding a conversation with the Minister of 
Foreign Affairs in the course of which he expressed the opinion that 

matters could be taken care of by changes in wording which would 
satisfy Uruguayan sentiment and at the same time give the Export- 
Import Bank the assurances which it requires. Oo



| VE URUGUAY | . 789: | 

| Today I am in receipt of a second note (copy enclosed) with which 
Sr. Serrato transmits a sheet (copy also enclosed)* containing the 
changes which the Uruguayan Government proposes as respects clauses. : 

_ 5,8and 9. In his note he states (as is likewise indicated on the sheet | 
setting forth the proposed changes) that it is desired also that the. . 
third paragraph of clause 5 and all of clause 10 be eliminated. _ | 

— Statement by Dr.Guami. Bee ah | 

There appeared last evening in the Montevideo newspaper £7 Plata: 
(Blanco Independiente) a good statement (text enclosed **) in which — 

Dr. Guani discusses the conditions under which the Export-Import. = | 
Bank opens credits and states that the control provisions in the recent | 
agreement are those included in “all other loans granted by the said. | 
bank to other nations and are also the same as those stipulated and. | 
already accepted by the Uruguayan Government in the contract ne- 
gotiated a few months ago with the same bank for financing the Rio 
Negro work.” Dr. Guani adds that the financial terms are the best. — 

- that could have been obtained anywhere in the world at the present. 
time and are also more favorable than those of any other loan agree- 
ment signed by Uruguay prior to 1942. | 

| In commenting on Dr. Guani’s statement this morning’s Vafana 
says that rather than a “rectification” it constitutes a “confirmation” of 

the existence of “unusual clauses”. Za Mafana calls for the publica-- : 
tion of the agreement. The Herrerista Debate continues its campaign: : 
against the agreement and in its edition of today publishes clause 9,.. | 
stating that it makes clear the “existencia de un fiscal. denigrante para. | i 

nuestra condicién de nacién libre”.*” 7 Debate announces that it will | 

subsequently publish other clauses. _ ebb PO A oes ee 
. In its afternoon edition, #7 Diario (which is affiliated with La , [ 

Manana) recognizes that, as Dr. Guani pointed out, the control pro- — 
visions to which exception is taken were included in the Rione con-. | 
tract * with the Export-Import Bank. It asserts, however, that 
“anomalous” provisions of this nature, although explainable in the 

special case of the Rione, are “embarrassing” (incomedas) where the —Ss_ f. 
“superior and responsible concept of the State” isinvolved. = | 

Respectfully yours, Wittiam Dawson: 

Neither printed. a ee oo - a _ - 
— Not printed. — we | oe re 
hater nation: “provision for a supervisor degrading to our position as @ free , 

"Hydroelectric project. ee |
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833.51/1023: Telegram _ | 

The Ambassador in Uruguay (Dawson) to the Secretary of State 

| - Monrevineo, March 24, 1948—8 p. m. 
| [Received 4: 20 p. m.] 

337. My telegram 315, March 18, 5 p. m.** and subsequent despatches 
concerning changes desired by the Uruguayan Government in the 
recent loan agreement: with the Export-Import Bank. In an informal 

conversation last evening President Amezaga told me that he believed 
matters could be adjusted satisfactorily if the Export-Import Bank 
would designate the Bank of the Republic as its representatives for the 
purposes envisaged in Clause 9. Despatch follows by courier today. 

| ) a | | ~ Dawson 

833.51/1027 ae | 

The Ambassador in Uruguay (Dawson) to the Secretary of State — 

No. 2360 —_ Monrtevipeo, March 24, 1943. 
| | Received April 5. ] 

Sir: I have the honor to refer to my telegram no. 337 of March 24, 
3 p. m., and to previous correspondence concerning changes desired by | 
the Uruguayan Government in the loan agreement recently signed by 
Dr. Guani with the Export-Import Bank. 

I met President Amezaga yesterday evening at a social gathering 
and had with him an informal conversation in the course of which he. 
referred to the loan. He said that while he fully appreciated that the 
agreement followed the lines of similar contracts negotiated by the 
Export-Import Bank, including that with the Rione, nevertheless in 
the case of an agreement entered into by the Uruguayan Government 
itself it would be extremely difficult for political reasons to accept its 
provisions without amendment. a 2 

He stressed in particular the provision in clause 9 giving the Export- | 
- Import Bank the right “through its designated representative or 

representatives to inspect any approved project or projects and to re- 
ceive and verify all the necessary information regarding all records 
and accounts relative thereto”. It may be recalled that as reported in 
my despatch no. 2306 of March 15, 1948, the Herrerista Debate, in 
violent articles condemning the loan agreement, referred specifically 
to the designation by the Bank of a “fiscal” (representative with 
supervisory functions) for the purpose of controlling expenditures 

under the loan. 
In our conversation of last evening President Amezaga said that 

he hoped very much that matters could be adjusted satisfactorily 

® Not printed. |
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and that he believed that this could be accomplished if the ixport- | 
_ Import Bank would designate the Bank of the Republic as its repre- : 

sentative for the purposes envisaged in clause 9. It may be noted _ 
that in the changes proposed by the F oreign Office in its note of 
March 19 (enclosures nos. 1 and 2 to my despatch no. 2340), it was 
suggested that clause 9 be amended toreadasfollows: = = | : 

_ “Si el Eximbank, lo considerase necesario, de tiempo en tiempo 0 en 
forma regular, cada trimestre vencido, podra requerir una informa- — a: 
clon, o estado detallado de las inversiones realizadas con cargo a& esos. , 
recursos, para. los fines especificados en los proyectos aprobados y : 
requerir que esas informaciones sean verificadas por el Banco de la | 
Republica O. del Uruguay. (underscoring by Embassy). = —(i‘éC*t 

“La Repiiblica, a pedido del Eximbank, podré suministrar cualquier : 
informaci6n adicional relativa al desarrollo total o parcial de cualquier - I | proyecto aprobado bajo este convenio.” © - a - - = : ie i 

_In his conversation, the President made it quite clear that he con-. 
_ siders Dr. Guani responsible for the situation which has arisen. He 

_ said that Dr. Guani had failed to inform the Government fully and 
had acted independently because of his desire to handle the. whole 
matter himself, LEE A | SOMERS gee 

In the interest of our relations with Uruguay and for Dr.Guani’s sf 
sake also, I trust that some satisfactory solution may be worked out. F 

Respectfully yours, — Wirimam Dawson - 

833.51/1024: Telegram © ete ae Se St , I 

The Ambassador in U ruguay (Dawson) to the Secretary of State I 

| —  Mowrevipro, March 25, 1948—4 p. m. | 
| ere [Received 5:15 p. m:] 

| 341. Reference last paragraph Embassy’s despatch 2306 of _ : 
March 15. In order that criticisms in the Uruguayan press regarding 7 : 
articles 5 and 9 of the Export-Import Bank loan contract may be oS 

promptly answered the Embassy has been requested by Ing.Giorgi on | 
behalf of Dr. Guani, to ascertain by cable whether the form of contract — | 
is the same for all countries and.in particular whether other contracts 
contain the provisions found in the articles above mentioned. | re | 

 ©rranslation: “If it be ‘considered necessary, the Eximbank ‘could, from | | time to time or regularly each quarter, require a report or detailed statement  &f of the expenditures chargeable to these resources, for the purposes specified in 4 the approved projects and require that these reports be verified by the Bank of E the Republic of Uruguay. | eh: : : Upon request of the Eximbank, the Republic could provide any additional : information relative to the total or partial development of any project approved under this agreement” Cans i 

461-035—65——_51 | age ge ae a | 

| | | |
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833.51/1024 : Telegram oe 
: 

| 

The Secretary of State to the Ambassador in Uruguay (Dawson) 

| Oo Wasuineron, March 29, 1943—6 p. m. 

200. Your 341, March 25,4 p.m. The Department has examined 

Articles 5, 8 and 9 of the Agreement with officers of the Bank who 

inform the Department as follows: Article 5 establishes mechanism 

for making advances and is procedure heretofore adopted by Bank for 

public works contracts. Article 8 is required by United States legis- 

lation. Article 9 is likewise a standard clause which appears in all 

contracts due to the necessity Bank has of being able to report on 

manner in which public funds which it has advanced under loan 

agreements have been used. These provisions appear in all contracts 

of similar nature signed by Bank with other countries. 

The Embassy’s attention is called especially to the following two | 

points: (1) The Agreement of February 4 signed with Dr. Guani 

was first taken up with him in both English and Spanish and each 

clause explained in the light of adopted procedure of long standing 

or legal requirements. (2) The Bank is an official institution of this 

Government handling public funds and it must at all times be ina | 

position to render full accounting of funds advanced by it. Further- 

more it should be pointed out that the terms of no other loan agree- 

ment of like character signed by the Bank with any other country 

are more liberal or favorable to that country than those contained in 

the Agreement with Uruguay. 

In view of instructions to Uruguayan Ambassador in Washington 

from his Government the Department believes that it will be more 

satisfactory for all concerned to have matter resolved through him 

with the Bank and the Department in Washington. 

| oe coe | Hou 

-—-ggg.51/1080: Telegram 
| | 

The Ambassador in Uruguay (Dawson) to the Secretary of State 

ae : Montevipeo, April 28, 1943—9 a. m. 

| ” | [Received 9:15 a. m.] 

451, The press announces and the Minister of Foreign Affairs con- 

firms that yesterday the Cabinet decided unanimously to approve the 

terms of the Export-Import Bank loan as amended * pursuant to 

recent conversations in Washington. ee 

a | _ | Ce Dawson 

“he Uruguayans wanted changes of a relatively minor character such as 

alterations of phraseology and the {nclusion of ships of Uruguayan registry as 

qua tied to bring equipment and supplies from the United States for the public
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DISCUSSIONS BETWEEN THE UNITED STATES AND VENEZUELA | 
_-— CONCERNING DEFENSE PROBLEMS | oo | 

831.24/450: Telegram _ | - : os 

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

- Caracas, January 26, 1943—2 p.m. _ : 
nee ae [Received 8:14 p. m.] 

| 108. Foreign Office has inquired orally whether it is contemplated | 
that ratification instruments will be exchanged covering the Lend- | 
Lease Agreement signed at Washington, March 18, 19421 and if so, : 
whether this will be done in Caracas or at Washington. The Foreign 
Office pointed out that the agreement itself does not mention this ; 
point. | ae | — cane 

| - 3 Seto | oe CorrIGaN | 

 giigasai/11 | a 7 Pee 

The American Ambassador in Venezuela (Corrigan) to the Venezue- 
lan Minister for Foreign Affairs (Parra-Pérez)? | 

No. 1199 : Caracas, January 28, 1948. | 

Excettency: I have the honor to refer to the Staff Agreement | 

drawn up in Caracas on January 15, 1942, by the military and naval | 
representatives of the United States of America and the United States _ 
of Venezuela and to inform Your Excellency that my Government, in 

_ conformity with the notes in this connection exchanged between the 
Ministry for Foreign Affairs and this Embassy, has accepted the 

_ following modifications and interpretations which have been agreed 

upon by the appropriate authorities of both countries: Ok 

1. The Government of Venezuela, taking into consideration the 
grave present situation and desirous of cooperating efficaciously with 
the United States in all matters related to the defense of the Continent, L 
ratifies the permission for entry into Venezuelan territorial waters for _ 
vessels and aircraft of the armed forces of the United States of. j 
America. een ee 

1 For correspondence ‘on this agreement, see Foreign Relations, | 1942, ‘vol. VI, 
pp. 735 ff. _— ~ ™ ) VE, | 
-? Copy transmitted to the Department by the Ambassador in ‘Venezuela ‘in his i 
despatch No. 3904, January 29, 1943; received February 6 § =* = > | 
Not printed, AEE Se peed EAL SHEA”
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9. The Government of the United States of America promises to 

oO furnish, through its appropriate authorities, the technical assistance, 

services and materials requested by the Government of Venezuela, 

| within the limit of the resources available and taking into account the 

commitments of the United States of America to countries engaged in 

- waragainst the Axisnations. 
3. The two Governments are in agreement that the mechanics of the 

Air Corps of the United ‘States servicing planes making use of 
Venezuelan airports, maintain their civil character in conformity with 

the Provision of Article 7 of the mentioned agreement:of January 15, 

4. Paragraph d) of Article 11 of the cited Staff Agreement of 

January 15, 1942, is amended as follows: 

-. -q) The United States agrees to furnish like protection to ships 

-. and aircraft of Venezuela’s armed forces which may be in the 

_" seaports or upon the airports of the United States or of any of 
her possessions or those overseas bases in Newfoundland and in 

“the Islands of Bermuda, the Bahamas, J amaica; St. Lucia, 

. ‘fyinidad and Antigua and in British Guiana.” | 

‘This note and that of Your Excellency in the same sense will estab- 

lish that the Staff Agreement drawn up on January 15, 1942 by the 

military and naval representatives of the United States of America 

and the United States of Venezuela 1s now in effect, subject to the 

modifications and interpretations agreed upon by the appropriate 

authorities of the two Governments as herein set forth.* ae 

Tavail myself [etc] | Frank P. .Corrican 

800.76 Monitoring/ 500: Airgram - pO Eye So 

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

SS " Wasuineton, February 5, 1943—6: 30 p. m. 

- A-878. Your 70, January 13, noon.> ‘Department entirely agree- 

able that S. R. Lines, Federal Communications Commission engineer 

-who is now in Venezuela shall serve as instructor to Venezuelan tech- 

‘nicians in direction finder project for elimination of clandestine radio 

stations. He will probably remain in Venezuela for8 months. While 

-entire direction finder project is under your supervision and under the 

immediate direction of the United States Military Attaché at Caracas, 

‘this Government has no objection provided you concur, to ultimate 

-control of Lines’ official activities by Venezuelan authorities. Please 

appropriately inform Lines. os | 

| Appropriate United States Army officials are being informed with 

.4The Venezuelan Minister for Foreign Affairs indicated his agreement with 

“this statement in an identical note of the same date. cia ee 

_ °Not printed; it reported that Venezuela accepted a plan proposed by the 

“United States to survey and eliminate clandestine radio. =
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respect to these requirements as they apply to Army representatives 
who will proceed to Venezuela in connection with direction finder : project, oe Fe a BEE 

oo eR ARPS Ege OE HAUL | 

881.248/T4a: Telegram . 
The Secretary of State to the Ambassador in Venezuela. ( Corrigan) | 

296. Venezuelans have submitted Lend-Lease request for assign- | 
ment of 15 North American advanced trainers. Munitions Assign- | 

_ ments Subcommittee—Air has recommended disapproval on basisof =f 
information submitted in naval attaché’s confidential report of March 
17 (Serial no, 71-43).° Final action. on request has, however, been | 
postponed by the Munitions Assignments Committee—Air at the re- 
questofthe Department. | | 

- Department would appreciate your comments on whether disap- 
proval of request on basis of naval attaché’s adverse report would ap- 
pear justified and also whether disapproval at this time would be : 
likely to result in.any adverse repercussions. In latter event, MAC-A 
would no doubt be disposed to approve assignment of smaller number, 

- if requested by Department todoso. _ Le oR a Uae a PS ae : ode, | 

= 8BL248/T5: Telegram of ig bghebees 
Lhe Chargé in Venezuela (Flack) to the Secretary of State — 

Caracas, May 4, 1948—9 p.m. | 
rr er es [Received May 5—4: 47 a.m.] | 

_ 412. Department’s telegram 296, May 1,7 p.m. While adverse re-. | 
port. of Naval Attaché appears justified in opinion of our expertshere, __ 
I consider that constructive use should be made of technical study sug- } 
gested on page 13 thereof. This procedure would give Venezuela an | 
opportunity to establish a set-up to correct existing lack of facilities. | 

If action on full request cannot be postponed pending results of 
suggested technical study, approval of smaller number might be em- j 
ployed as justification for contemplated study, pending any further | 

°A summary of this report (not printed) was transmitted. to the Department | F 
by the Ambassador in Venezuela in his despatch No. 4180, March 22, 1948. The 
Naval Attaché, Lt. Sterling J. Cottrell, noted the great deterioration of aviation 7 
material in the hands of the Venezuelans and requested the sending of spare : 
parts. (881.248/74) DE ot | oe | 

* Munitions Assignments Committee—Air. ek E
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831.24/647: Airgram ae 

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

WASHINGTON, May 26, 1943—1 p. m. 

A-603. Your despatch 4069, February 24 and airgram A-235, May 

12.° Although the second paragraph of Article X of the agreement™ 

does not provide for any further action after the act of ratification by 

the Public Powers of Venezuela in order to bring the agreement into 

full force, and does not provide for any further exchange of instru- 

ments of any kind, the Department is willing to have an exchange of 

: notes at Caracas if the Venezuelan authorities are convinced that such 

action is essential in conformity with Venezuelan constitutional pro- 

cedures. So far as this Government is concerned a simple notification 

that the agreement has been ratified by the Public Powers of Venezuela 

would be regarded as sufficient. 
The Department will forward promptly certain changes which it 

considers necessary in the wording of the note, which the Ministry of 

Foreign Affairs has drafted for presentation by the Embassy. 

With reference to numbered paragraphs 1 and 2 in note no. 494 of 

| February 18 from Dr. Parra Perez," it is the policy of this Govern- 

ment to maintain the strictly confidential character of this type of 

agreement. It was, accordingly, understood by the negotiators that 

this agreement would be treated as strictly confidential. It appears 

that Article 77 of the Constitution provides that the right to approve 

or disapprove international agreements rests with the Venezuelan 

Legislature and that such instruments shall not be published officially 

before having been ratified and exchanged, but there does not appear 

to be any express requirement that such instruments shall be published 

in all cases, irrespective of the confidential character of the agree- 

ment. Inquiry may be made whether the eighth paragraph of Article 

100 of the Constitution gives the President any discretion in regard to 

a question concerning publication in such a case. The Department 

would appreciate being informed as to the possibility of arriving at 

‘asatisfactory solution ofthismatter. == 

© Neither printed ; but see telegram No. 108, January 26, 2 p. m., p. 793. 
2 m™he Lend-Lease Agreement. OO 

~ Not printed; it was addressed to Ambassador Corrigan and cited the 77th 

article of the Venezuelan Constitution requiring the sanction of the Chamber 

of Deputies and the Senate to all treaties and agreements as the reason for an _ 

exchange of notes (831.24/497). See Articles 77 and 100 of the Constitucion de 

Jos Hstados Unidos de Venezuela Sancionada por et Congreso Nacional en 1936, 

(Caracas, 1986). 
|
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810.20 Defense/3560 | ke : 

 -The Chargé in Venezuela (Flack) to the Secretary of State : 

No. 4504 . . 7 | Caracas, June 12, 1943. | 

; cp — [Received June 22.1] 

Sm: Confirming my telegram No. 522 of June 7, 6 p. m., I have | 
the honor to enclose a copy of my Note No. 1341 of June 3, 1943 to the 

Foreign Minister and a copy of the Minister’s note No. 1528 of June 10, 
1943 in reply. Oral approval of the request was communicated to 
me on June 7, as previously reported by telegram.* _ a 

_ The description of the proposed extension of the danger areas was 

supplied to me by the Naval Attaché and incorporated in my note of : 

June 3, 1943, which I handed personally to the Foreign Minister on 

the morning of June 4, 1943. — | 

Respectfully yours, Oo JosepH Frack 

831.796/187 OC Oo | ue | 

 -‘The Chargé in Venezuela (Flack) to the Secretary of State | 

No. 4507. . cn oe me Caracas, June 12, 1943. 

: Oe SUIS Tae 8 Se [Received June 22.] | 

_ Sm: With reference to previous despatches reporting the granting 

by Venezuela of landing and customs exoneration facilities for the 
charter service of Defense Supplies Corporation operated by hydro- 

planes of the Pan American Airways, I have the honor to enclose a F 

copy of the Embassy’s note No. 1289 of April 17, 1948 ** addressed to 

the Foreign Minister requesting the extension of the same facilities al- F 
‘ready accorded for this service at Maracaibo and Puerto Paez to land- 

ings on Lake Valencia as an alternative port. This request was made | 
at the instance of the local Manager of the Pan American Airways - 

-. and was complied with under the Department’s standing instructions ; 

with regard to facilitating this charter service. | an | 

- There is also enclosed a copy with translation, of the Foreign I 

‘Minister’s note No. 1509 of June 9, 1943,1° informing me that the 
Venezuelan Government agrees to accede to the request. I have | 
consulted Mr. Silliman,-the local Pan American Airways Managerand _ | 
he has informed me orally that the reply is satisfactory to his 
Company. ~ 

Respectfully yours, Josep Fiack 

4 Not printed. | a PT are | 
* Neither printed ; these notes indicated the desire of the United States Navy to | 

extend the mine fields in the Gulf of Paria and the Venezuelan acquiescence. _ E 
“No. 522, June 7, 1948, not printed. | _—- | - j 

“Note not printed. = | a |



798 FOREIGN RELATIONS, 1943, VOLUME VI 

| 831.20/69 : Airgram oR ee eg ee 

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

Oo WASHINGTON, August 27, 1948—6 p.m. © 

~A-842. Your Despatch No. 4540, June 21.1° The Department has 

been informed by the War Department that it will approve the as- 

sionment of a United States Military Aviation Mission to Venezuela 
under the following conditions: = = CCE age 

(a) That a standard agreement for the Mission be signed by the 

Venezuelan Government. © ©) ) — &. | 

- (b) The Venezuelan Government to pay the full amount of ad- 
ditional compensation to members of the Mission in accordance with 
the scale approved by the President. ae ee 

In the exchange of notes concerning the number of officers and 

enlisted men to be assigned as members of the Mission, the War De- 

partment will agree to assign one officer. with broad experience as a 

pilot and technical officer, one engineering officer and one enlisted 

technician as the initial members of the Aviation Mission. These 

officers will make a full survey of conditions in Venezuela. If they 

receive sincere cooperation from the Venezuelan Government in in- © 

creasing the efficiency of the Venezuelan Air Force, additional per- 
sonnel will be assigned as required.” a | | 

The War Department has also informed the Department that if it 

develops that the request for an Aviation Mission was made in hopes 

of securing additional equipment under Lend-Lease and that there 

is no real desire to increase the efficiency of the Venezuelan Air Force, 

the Aviation Mission will be recalled with the required 30 day notice. 

831.24/928 | Os | 

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

No. 4785 _ | Caracas, August 28, 1948. 

| | OO | Received September 7. | 

Sie: I have the honor to refer to the Department’s instruction No. 
1973 of June 21, 1948, enclosing a counter draft of the notes* pro- 

posed by Venezuela in regard to the Venezuelan ratification of the 

Agreement relating to the furnishing of defense articles and defense 

information between the United States and Venezuela, signed at 

Washington on March 18, 1942. wes 7 

** Not printed. | oe Rs 
1 The agreement was signed at Washington on January 13, 1944. For text, see 

oP None print Sate Executive Agreement Series No. 398, or 58 Stat. (pt. 2) 1225.
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In this connection there are enclosed copies of notes numbered 2156 | 
and 2157 both dated August 26, 1948," which I have just received from 
the Foreign Office. In note No. 2156 the Foreign Minister informed | 
me that in view of the strictly confidential character of the said ee 
Agreement, the Venezuelan Government has resolved to postpone the _ | 

_— publication thereof in the Gaceta Oficial. I have been informed. 
orally that the publication will be postponed until the conclusion: of. 

In note No. 2157, the Foreign Office states that the Venezuelan Gov- 
ernment approves the drafts of notes suggested by the Department of = 
State for the purpose of the exchange of notes concerning the Agree. sd 

_ ment relating to the furnishing of defense articles and defense — | 
T am now completing arrangements for the actual exchange of the 

notes contemplated and when this is effected, I shall send the original | 
of the Foreign Minister’s note to the- Department along with a certi- | 
fied copy of my note, together with the instrument of ratification to 
which the notes refer.®. whe I os | 
“Respectfully yours, —.. Frawx P. Corrtean | 

Memorandum by the Liaison. Officer. (Wilson) ; 

| ee es — DWasnrneton,] December 10, 1948. 

I asked Colonel Johinston today whether he could furnish meany if 
information concerning the equipment mentioned by the Venezuelan. 

Colonel Johnston replied that this list is a huge affair comprising _ an 
large quantities of various types of munitions of war (for instance : 
16,000 rifles). Many of these articles are now extremely critical in i 
view of the anticipated military operations abroad and it is, therefore, : 
impossible tosupply these to Venezuela. Ee | 

Colonel Johnston added that further consideration would be given | 
to the Venezuelan list. as soon as strategic circumstances permit. S | 

I gather that he has been in touch, concerning this matter, with the | | 
Venezuelan Military Attaché, Colonel Jones-Parra. #88 © es 

Neither printed. o Bf BE 8 le as liye ee Ps | ” These documents (none printed), dated September 2, 1943, were transmitted 7 to the Department by the Ambassador in Venezuela in his despatch No. 4808, : September 3, 1948. oo | | : * Presumably Col. Winant P. J ohnston, International Aid Division, War 
Department. - - | 

2 Not. printed. - oF
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831.24/1092 - — , a | - 

The Secretary of State to the Venezuelan Ambassador (Escalante) 

The Secretary of State presents his compliments to His Excellency 
the Ambassador of Venezuela and has the honor to refer to the latter’s 
note of November 2, concerning a request which was presented on 

July 28 to the International Aid Division of the War Department for 
military equipment which the Venezuelan Government desires to 
obtain under the provisions of the Lend-Lease Agreement. a 

In pursuance of His Excellency’s request, this Department invited 
the attention of the appropriate military officials to this matériel. 

The latter have replied that they have been giving it their careful con- 

| sideration and that they hope to be in a position to take appropriate 
action as soon as the strategic situation permits. 

_ Wasurneton, December 16, 1943. oe 

831.24/1092 | Sn | | 

| Memorandum by Mr. B. C. Davis of the Division of the American 

- | | Republics * | | 

[Wasuineron,] December 29, 1943. 

In a recent conversation with a member of the Venezuelan Embassy 

staff, I learned confidentially that one of the items which it is likely 

that President Medina will discuss during his visit is the acquisition 

of additional Lend-Lease material, particularly planes for the Army’s 

use. You will recall that we received a note from the Venezuelan 

Embassy requesting the Department’s assistance in obtaining certain 

Lend-Lease equipment contained in a list presented to the War De- 

partment by the Venezuelan Military Attaché, and that a necessarily 

evasive reply has just been sent to the Venezuelan Embassy.” I 

understand that this is a matter in which President Medina has 
indicated some personal interest. | 

2Not printed. = | | | 
* Addressed to the Assistant Chief of the Division of the American Republics 

(Keith), the Chief of the Division (Bonsal), and the Liaison Officer (Wilson). 

%In a memorandum of January 1, 1944, the Liaison Officer, Orme Wilson, 

informed members of the American Republics Division that Colonel Johnston 

(International Aid Division of the War Department) expressed confidence that 

the War Department could supply some of the articles needed.
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ARRANGEMENTS TO PROCURE FOR THE UNITED STATES STRATEGIC | 
ss MATERIALS FROM VENEZUELA | — ) 

--- 811.20 Defense(M)/12280: Airgram | a : : 
Lhe Ambassador in Venezuela (Corrigan) to the Secretary of State 

Caracas, February 25, 1943—12: 10 p. m. | 
[ Received March 1—noon.] | | 

A-88. My telegram 171, February 12,9 p.m.% Further discussion — 
of proposed cinchona agreement?’ with Minister of Agriculture * — 
this morning recorded his continued interest. He stated that thus far ? 
he had not been able to obtain figures of Venezuela’s needs for essential " 
anti-malarial uses and other data required before further steps can 
be taken in the negotiation of the agreement. However the Minister | 
realizes the importance and desirability of concluding an agreement 
along the lines proposed by us and will make every effort to expedite. | 

_ this matter, and promised to keep in touch with us on the develop-— 
ments, . - 

| — ee | | _ Corriean | 

811.20 Defense (M) /12356: Telegram oo — 

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

oe oat | | Caracas, March 6, 1943—9 p. m. | I 
= - | [Received March 7—2:09 a. m.]— 

251. Department’s 155, March 4.” Minister Fomento’s * reply to | 
Embassy’s communication based on Department’s 35, January 20,29 
just received states that Venezuelan Government already has adopted 

_ adequate legal measures to control exploitation, trade and exportation 
_ of diamonds. Hence Minister considers that preclusive purchase I 

agreement would contribute nothing toward accomplishing desired F 
purpose and might occasion certain difficulties of legal character. He : 
suggests that desired results can be accomplished most effectively if | 
American authorities send competent agents to conduct preclusive | 
buying on the spot in accordance with existing Venezuelan regulations i 

_ and with or without collaboration of local agents. Finance Ministry i 

“Not printed; it indicated a low alkaloid content of the cinchona bark and 
uncertainty as to the value of exploiting it (811.20 Defense (M) /12029). 
“In instruction No. 1552, December 4, 1942, the Department indicated that : 

the Ambassador should begin negotiations along the line of the accompanying | 
cinchona draft agreement. The objectives were to acquire immediately as much i 
bark as possible at the specified schedule of prices, and to promote a long-time F 
development program for which the United States would make funds, unspecified F 
as to amount, available (811.20 Defense (M) /11215c). oon : 

* Adolfo Rojas. | on De tet . : | 
° Not printed. 
® Hugenio Mendoza. |
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will continue restricting issuance required export licenses to United 
States shipments. Embassy believes this proposal only efficacious 

method of attaining our purpose. Despatch follows. | 

RE , | - Corrican 

811.20 Defense(M)/12437. Boe / aaa | 

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

No.4109 0 Caracas, March 8, 1943. | 

Subject: Proposed Diamond Purchase Agreement with Venezuela. — | 

Sir: I have the honor to refer to the Department’s Telegram No... 

155 of March 4,5 P. M.,?* the Embassy’s reply thereto by Telegram 
No. 251 of March 6,9 P. M., as well as to earlier communications on the 

above subject, and to report-as follows: _ So ae 

Based on the Department’s Telegram No. 35 of January 20,” a 

memorandum dated January 30, 1943, copy of which is transmitted as 

Enclosure No. 1 to this Despatch,®? was submitted to the Minister of 

Fomento outlining the principal points to be covered in the proposed 

diamond purchase agreement from our point of view. On Febru- 

ary 8, Mr. Groves, Counselor of Embassy for Economic Affairs, sub- 

mitted to me a memorandum reporting his latest conversation with 

| the Minister of Fomento on this subject; a copy of this memorandum 

is transmitted as Enclosure No. 2 to this Despatch. 

The reply from the Minister of Fomento to the ‘memorandum of 

January 30, dated February 27, and received by the Embassy on March 

6, is transmitted herewith as Enclosure No. 8. ae ae 

‘In substance, the Minister’s reply states that all appropriate meas- 

ures which the Government might take under an eventual preclusive 

diamond purchase agreement with the United States already are em- 

bodied in Venezuelan law, and that the conclusion ofa formal agree- 

ment, therefore, seems unnecessary to accomplish the desired purpose. 

The Minister suggests that “more rapid and efficacious results would be 

attained if the Government of the United States of America, directly 

or indirectly, by means of competent agents, would buy the diamonds 

at, the very site of production”, i.e. would buy them on a commercial 

basis direct. from the producers, before they have a. chance to get into 

otherhands)  =————™ : ee - 

, For this purpose no formalities between the two Governments would 

be required ; it is believed the only requisite would be that any buying 

* Not printed. | ce | 

#2 Enclosures to this despatch not printed. OR



| 

agents who might be sent to Venezuela, to actively conduct diamond 
purchasing, would have to comply with the conditions of the mining | 

| law regarding registration, etc. ; pertinent excerpts (in Spanish) of the : 
mining law of 1936 with the amendment of February 12, 1938 to in- | 
clude diamonds, are forwarded as Enclosure No. 4. Oats : | 

_. The Minister in his communication likewise confirms an assurance 
previously given to the Embassy by the Minister of Hacienda * that | 

_ the granting of export permits required for shipment of all industrial © 
diamonds abroad has been, and will continue to be, confined to the 
United States, So eee 

As implied in his communication of February 27, and stated more ft 
explicitly by the Minister in conversations with Mr. Groves, the | 

_ Venezuelan authorities feel that there is little more they can do to make | 
_ the control of the diamond trade more effective, beyond the measures 
already in force (see Embassy’s Telegram No. 1252 of November 29, 
1942, 10 P. M.,* and excerpts of mining law attached), without _ 
Modification of the existing basic law, which provides that “the trade 
in gold: (and diamonds by amendment of February 12, 1938) isfree”’, 
But even with an appropriate modification of the law, the: Minister of 4 
Fomento doubts whether the Government could establish efficacious — | 
controls over the diamond trade without extension of police activities = = = | 
and other methods greatly out of proportion:to the significance of the _ 
AMO, eta oh a fuga ea) esa Sh Soke abeeh oa , _ In view of the peculiar characteristics of diamond production in 
Venezuela, in'a very isolated area where Government controls are 
virtually non-existent, the Embassy shares the views of the Minister of : 
_Fomento that the most practical way of ‘controlling the local trade in 
diamonds is simply to purchase the output at the source of production. _ 
Experience in this country amply indicates that control isnexttoim- _ 
possible once the diamonds are sold by the hundreds of individual _ F 
miners and get intothehandsofthetrade. geet. Lape eres 
- It 1s suggested, therefore, that the American authorities consider the — ! 
advisability of sending-to Venezuela competent diamond experts to 
carry out a direct purchase program at the source of supplies. For | 

____ this purpose, it is probable that the assistance of qualified and reliable persons already engaged in the local trade could be enlisted to co- SS | 
operate with any agents sent from the United States. ee oF 
Respectfully yours, : Frank P.CorrigAN 

* Alfredo. Machado Hernandez, (i (tits—S (cuit neo ot | 
“Not printed.  — OO ee |
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811.20 Defense (M) /11215e Suppl. : Telegram 

The Acting Secretary of State to the Ambassador in Venesuela 

- (Corrigan) 

| WASHINGTON, March 11, 1943—10 p. m. 

176. Reference Department’s instruction no. 1552, December 4, _ 

1942 ** and later telegrams on this subject. In anticipation of the suc- 

: cessful conclusion of the cinchona negotiations in Venezuela plans are 

in the process of formulation for the sending of a representative of 

the Cinchona Unit of the Board of Economic Warfare to Venezuela 

to lay the groundwork for our program in that country. His duties 

are to assemble all available information concerning cinchona re- 

sources in Venezuela and if possible to arrange to utilize the services 

of local botanists and foresters in ascertaining the quality, quan- 
_ tity and accessibility of cinchona stands in Venezuela. | 

_ If you perceive no objection, please inquire of the appropriate au- 

thorities of the Venezuelan Government whether they would object 

to our sending a representative to Venezuela for this purpose in ad- 

vance of the completion of negotiations. => a : 

| $11.20 Defense(M)/12671: Telegram | ae | | 

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

OC ee Caracas, April 2, 1943—4 p. m. 
oe | | | [Received 10: 20 p. m.] 

$82. Department’s 126 [276], March 12 [71], 10 p. m. Foreign 

‘Minister *? has just advised me in formal note that Venezuelan Gov- 

ernment will be very glad to have representative of Cinchona Unit 

of: Board of Economic Warfare come to Venezuela for purpose indi- 

cated and to accord him all possible facilities. = - 

Oo ! | a — CORRTGAN 

1811.20 Defense(M) /18588 : Airgram | as : a | 

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

| | | 7 | a CaRACAS, June 18, 1943—11: 15 a. m. 

7 we Be [Received June 21—3 p. m.] 

A-333. For Rosenthal, BEW, from Eisenhardt. Department’s 

A-645 of June 10“ advising delay of cinchona survey until conclusion 

8 Not printed, but see footnote 27, p. 801. 
* Caracciolo Parra Pérez. 7 
*® Morris Rosenthal, Assistant Director, Board of Bconomic Warfare. 
® Karl J. Kisenhardt, Field Representative of Board of Economic Warfare. 

” Not printed.
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of rainy season, we strongly recommend that you reconsider your | 
decision and make arrangements for promptest possible start. ; 
We have thoroughly checked reliable sources information regarding | 

transportation in prospective cinchona areas and have ascertained | 
that no important delays will be encountered even during heaviest | 

_ rainy season. Furthermore, we consider that further delays will have | 
detrimental effect on interest already aroused locally for collaboration | 
with our program. : : 
We anxiously await your further advices on this matter. [Kisen- | 

hardt. | | 
| | CorrIGAN 

740.00112 Diamonds/22 ; Telegram a | 

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

| eS _ Caracas, July 24, 1948—7 p. m. : A Bes [Received July 25—12: 40 a. m.] | 
662. Department’s circular telegram July 19, 10 p. m.* Since the 

only consequential Venezuelan strategic product being diverted to 
Axis is diamonds, and the only effective method of controlling move- : 
‘ment of this product is to buy it from producers before it reaches un- | 

| desirable hands, I consider it unwise to request Venezuelan author- , ities to institute additional control measures on outgoing cargo and | 
| persons when expected results must be negligible, if diamond buying : 

program now being initiated is effectively pushed. | | 
Venezuelan authorities will be urged to tighten existing control of 

passenger and ship personnel on all vessels leaving country; but there 
_is no adequate substitute for an effective buying program to control the movement of diamonds. Hence, it is hoped that the much delayed program for buying diamonds (through commercial channels) which ; is now being initiated with the despatch of OEW # diamond repre- 
sentatives to Venezuela, will be pushed forward with all vigor. | 

| 811.20 Defense(M)/13937a: Telegram ee | | 
The Secretary of State to the Ambassador in Venezuela (Corrigan) | 

Bn WasHineTon, July 26, 1943—10 p. m. 
+524. For Eisenhardt. from Metals Reserve. You are hereby au- | _thorized to act for Metals Reserve Company in the. purchase of | | 
“Not printed; it explained an Anglo-American proposal for controls to halt smuggling to the Axis of strategic materials, chiefly platinum and industrial ; diamonds (740.00112 Platinum/18a).. oes 0 get SOT Gen l “ Office of Economic Warfare, supplanting the Board of Economie Warfare. :
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Venezuelan industrial diamonds in the amount of $300,000 at prices set 
forth in detailed instructions being airmailed you today. These prices 
will apply f.o.b. plane, Venezuelan airports and are the equivalent of 
prices currently being paid in Brazil. A letter of credit is being 
opened with Chase National Bank, providing for payment against 

Seller’s invoices, certificates of weight and inspection signed by 
| Eskenazi *? and approved by you, and airline receipts. [Metals 

Reserve. | | - eee | 

a | | ee Ho 

740.00112 Diamonds/22 : Telegram . 

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

| Wasuineron, August 6, 1948—10 p. m. 

558. Your 662, July 24, in answer to our circular telegram of July 19. 
Following comments on your conclusions suggested by over-all contra- 
band picture based upon extensive information in our files derived 
from both sides of Atlantic and from all the various ports of the 

_ 1. By no means smuggling out. of Venezuelan ports need be con- 
fined to local products, such as diamonds, but can easily include the 
products of any other Latin American country, such as Brazilian 
‘diamonds, various chemicals widely produced, and Colombian 

‘platinum, Fe et te 
"9. A serious contraband problem at your ports might still remain 
‘even if the new /Venezuelan diamond buying {program were 100 
percent effective. i 

8. If Venezuelan ports are not. similarly protected, improved port 
controls now being negotiated at other Latin, American, ports will 
be ‘ineffective because smugglers can transfer their activities from 

| “port to port and will utilize whichever ports are imperfectly policed _ 

pa RE EES SE Hui 

811.20 Defense (M) /15067 | | | - : | - Os 

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

[Extract] ee 

Oe " —— Garacas, December 8, 1943. 
| - . Ce [Received December 13.] 

Sir: With reference to the Department’s instruction No. 1552 of 
December 4, 1942,‘ with which was enclosed an original and one copy 

#8 Leon Eskenazi, assigned to Venezuela by the Board of Economic Warfare in 
connection with the diamond purchase program. OC 

“Not printed, but see footnote 27, p. 801. oe |
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of the proposed cinchona agreement, and to the numerous subsequent 

communications exchanged with the Department on this subject, I | 
have the honor to enclose a copy of the counter-draft *® which has now 
been received informally from the Venezuelan Foreign Office. The | 

receipt of this counter-draft represents the culmination of the © | 

Embassy’s constantly repeated. efforts in this matter. vn | 
This counter-draft, in conformity with the procedure followed in | 

previous agreements pertaining to Rubber Production, Food Produc- | 
tion and Health and Sanitation, respectively, is drawn up in the form | 

of a Modus Vivendi for the period of one year, capable of extension , 
at the end of each year on simple notice of willingness to do so, and | 

_ with the desired maximum period in contemplation specified in the | 

agreement. ‘Thus in this proposed agreement which was projected 
for a three year period, the culminating date would be 1946 if the | 
agreement is completed in 1948, subject to annual renewal. Anagree- 
ment of this type does not require Congressional consent, but the 

Chief Executive is obliged to inform the Congress thereof at. the next 

| regular session of that body. Bey 

_ Respectfully yours, = = = Frank P. Corrigan 

ENACTMENT BY VENEZUELA OF NEW LAW FOR CONTROL OF > 
os PETROLEUM INDUSTRY“ | 

831.6863/1383 : Airgram chy ee Ee oo | 

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

nn Garacas, January 6, 1943—4: 20 p. m. 
Received January 8—3 p. m.] 

_ A-12. My telegram No. 1409, December 29, 9 p. m.** and final para- : 
graph Department’s 856 December 26, 8 p.m.*° Before returning to | 
New York on December 31, Lieb of Standard told me he approved pro- 
posed draft of petroleum law in present or substantially similar form. 

_ He expressed opinion that this would benefit industry as a whole, due | 
_ to more stable conditions expected to ensue, and eliminate constant } 

bickerings between companies and Venezuelan Government. —__ | 
_ Hamilton and Greer of Gulf are now in United States. | 

“Not printed. 8” — ee ee [ 
_ “This negotiation was suspended. According to an intra-Departmental memo- F 
randum of January 27, 1944, the Department of State changed its position be- 3 
cause the supply of low grade bark in the United States was adequate without : 
resorting to Venezuela’s low grade bark (811.20 Defense(M) /15366).- : E 
__.“For previous correspondence concerning discussions between the United | 
States and Venezuela regarding proposed legislation for control of petroleum 4 
industry in Venezuela, see Foreign Relations, 1942, vol. v1, pp. 748 ft. — | 

“ Not printed. | : eee E 
“Foreign Relations, 1942, vol. vi,p. 754, Se ge : 

461-035—64—52 | oe oe
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British Minister told me recently that Shell, while having minor 

objections of its own on certain points, would under no circumstances 

break off negotiations if these were not met, and he expects Shell will 

consent to adoption of law along lines drafted, considering this will 

be beneficial to the industry. | - 

Sinclair of Consolidated orally expressed his satisfaction with 

developments here before leaving prior to Christmas. 

Case and Brown of Socony are expected here shortly, accompanying 

Sheldon when he returns on January 8. - 

Boylan, local manager of Caracas Petroleum Company, expressed 

gratification at evidence of inclusion in draft of certain points made 

by Alfred Meyer, president of the company, in conversations with 

Thornburg.” Boylan added that while proposed law was somewhat 

onerous to his company, this did not apply to operations being carried 

on for it by Texas Company, but to individual holdings now greatly 

reduced and that if Texas, Socony, etc., could adopt new law, his 

company would be able to carry on. He mentioned that in his opinion 

certain rebates provided for pipe lines to seaports would tend to reduce 

the increased:royalty burden. 

Lieb informed me when here that after adoption of new law the 

Venezuelan Government plans to undertake the following: 

1. Revision of Customs Regulations © | | 
2. Revision of various taxes | oe 
3. Propaganda campaign with pictures showing benefits com- 

panies are bringing to Venezuela. oe | | 

He said that ensuing simplification of procedure when these meas- 

ures were in force would enable considerable reduction in personnel 

| payrolls in future operations and would thus offset increased costs to 

operating companies so that net increase would probably not exceed 

1-2 cents per barrel of crude. A further offset against increased costs 

would be stabilized concessions and absence of law suits. He said 

that in any case the increased costs would be much less than in the 

industry in the United States. OO oO 

‘Reliable confidential information reveals that discussions are now 

“in progress in high Venezuelan Government quarters which may lead 

to adjustment in the conversion tax downward, thus aiding the smaller 

companies including Pantepec. Also in case of Pantepec possible con- 

tractual adjustments with Standard may help. There is no Pantepec 

representative here at present. Buckley’s attitude has not gained any 

added good will for Pantepec in Venezuelan Government quarters. 

It is my judgment that the advantages which the adoption of the 

new law will apparently provide for the petroleum industry in Vene- 

zuela as a whole, will thus be beneficial to the smaller companies and 

® Max Thornburg, Petroleum Adviser. ee |
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to non-operating companies such as Caracas and Pantepec which de- 
rive their income from properties operated by others. On the basis 

_ of information at hand, although some minor aspects of the draft | 
are still being considered, it will provide clear titles after adoption, 
eliminate points of disagreement about past questionable concessions : 
and thus create an atmosphere for healthy development in which the | 
long range interests of all groups will be better served. | 

_ Because of the complex and diverse aspects of the oil industry, it | 
does not appear possible to draft a law which would fit all interests | 
perfectly, but it seems axiomatic that if the industry as a whole bene- | 
fits, its components likewise benefit. In addition, special considera- : 
tion 1s being given to aiding the smaller companies if a downward re- 
vision of the conversion tax can be accomplished. 

| The Minister of Fomento ** has been taking an increasingly active | 
part in the completion of the draft law and apparently this role has 
the official approval of Dr. Manrique * regardless of his earlier con- 
tributions toward an amicable agreement and any personal feelings he 
may have. — ee 

|  Curtice * informs me that President Medina has no intention of call- 
ing a special session of Congress to consider the draft law until a 
majority of the companies have indicated their willingness to adopt f 
the draft. | | | 

——-_- 831.6363/1400. Lote be a | | - 

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

— No.8898  s—SCStsC ac, January 23, 1943. 
: wee ee 7 | | [Received January 30.] ; 

_ Sir: Since my return I have had a number of informal conversa- 
_ tions concerning the oil business with regard to the development of | 
_the present negotiations. Among the people with whom I have con- | 

_ versed are President Medina and Mr. Curtice, his technical consultant, t 
_ with regard. to the Governmental point of view, Mr. Proudfit, succes- : 

| sor of Henry Linam. as head of the Standard Oil Company of New F 
_ Jersey, and Waldo Emerson Sheldon, local head of the Socony Com- [ 
pany. In brief, the development seemed to be about as follows: _ 

_. The basic proposal which was set forth in the letter that Mr. Thorn- __ 
_ burg wrote to Gustavo Manrique * found general acceptance. These 
more or less basic principles having been decided upon and the decks 

- “Eugenio Mendoza. pe ee 
.. “Gustavo Manrique Pacanins, Attorney General of Venezuela. | : 
__. “ Arthur Curtice, American engineer and technical consultant of the Venezuelan F ‘- Government. 2 ae a . pega ce . F 

* Not found in Department files. | :
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being thus cleared for action, representatives of the Government and 

the oil industry sat. down to write a basic petroleum law. It appeared 
as though this law would be written speedily and accepted without de- 
lay, but there came a certain public clamor against railroading the law, 
along with some attacks on Gustavo Manrique, citing his record as a 
former attorney for the oil companies during the time of Gémez, which 

caused the President to adopt new tactics. He announced his deter- _ 
| mination to allow all interests to have a hearing and called in people 

representing all sectors of public opinion including ministers of 
former administrations who might now be considered of the opposi- - 
tion. He evidently wished to fortify his position to be able to say that 

his policy of revision of relations between the nation and the oil com- 
panies (now publicized as the politica revisionista) had had a thorough 

| hearing and that all elements had been able to voice their opinion and 
give their counsel. He finally named a council of about 18 lawyers 
and experts headed by Minister of Fomento Eugenio Mendoza to ex- 

amine the law paragraph by paragraph. Mr. Curtice, the Venezuelan 

Government’s expert informed me that the Commission had about 

reached Article 35, that there are some eighty odd articles in the law 

and that. some of the most controversial ones have not yet been consid- 

ered. This of course has slowed things down and at the present rate 

of progress it seems that it will be at least another month before the 

work of this Commission will be completed and the law be ready for 
presentation to Congress. 

The President told me that he had been sitting with this Com- 
mission as much as two hours a day during the past week, and while | 

it interfered greatly with his many other duties he felt that it was 

of sufficient importance to make it worth his while to devote to it his 

personal attention. The exact make-up of the Commission that is 
now examining the law has never been made public. Even Mr. Cur- 
tice, the Government-retained expert, said that he did not know just 
who constituted the membership. The President told me that there 

| were at least two former Ministers of Fomento, and it is more or less 
public knowledge that Dr. Egafia, Minister of Fomento under Lépez 
Contreras, is taking an active part in the conferences. The result of 
all this seems to be that the originator of the plan, Attorney General 
Gustavo Manrique Pacanins, seems to have been relegated more or 
less to the background... . aoc 

Mr. Proudfit of the Standard Oil Company was very much con- 
cerned about a development stemming out of the speech made by the 
President at Zulia in which he more or less committed himself to the 
bringing back of the refining operations now located in Aruba and 
Curacao to Venezuela as part of its national industrial development. 

The injecting of this controversial issue into the negotiations has
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naturally caused a great concern in oil circles because of the tremen- 
dous investments and possible loss that would be entailed by such. 

In my conversation with the President this subject cropped up and 
_ he expressed himself in no uncertain terms as to the ultimate inten- _ 

tiens of the Venezuelan Government in this regard. I gathered that 

he intends to insist upon some commitment from the companies that | 
all further extensions of refining operations shall be built on Vene- | 
zuelan soil. I tried to convince him of the wisdom of keeping this | 
controversial question out of the basic discussions now going on, but | 
not, I felt, with entire success. I feel that there is a more serious i 

side to it than just the interest in development of Venezuela’s national | 
industrialization. There is a deep-rooted and bitter feeling of re- 
sentment against the Dutch in Curacao and of course the idea that 
these islands rightfully belong to Venezuela has strong support, but 
even aside from this claim there exists a real enmity against the 
Dutch, a feeling that they are unfriendly and inimical to Venezuelan 
interests. Should this basic feeling get out of hand and become a 
political issue it might loom up ‘ag a serious obstacle to the smooth | 
working out of the new petroleum law which is in reality a basic : 
treaty between the Government and the oil industry governing the ! 
future conduct of the operations in thisarea;s = | - : 

_ I have recently discussed the present status of this matter with the I 
_ British Minister, Mr. Donald St. Clair Gainer, and while retaining 

his optimism about the prospects for the enactment of a law along | 
_ the lines now contemplated, he feels that delay in this matter is likely _ | 

to lead to the injection of political factors. which might be able to — 
present considerable opposition to the program adopted by the Gov- 
ernment under the guidance of General Medina. However, since 

_ Mr. Hoover, the senior negotiator for the Venezuelan Government 
who is assisting in the drafting of the new law returned to Caracas _ 
yesterday from the United States where he has been since December 
23 for purposes of consultation with the interested American com- j 

_ panies, it is hoped that consideration of the remaining half of the E 
draft of the law will proceed with considerably more despatch. : 

To complete this picture there is enclosed herewith © a translation. ‘ 
of the full text of President Medina’s address made at a public meet- 
ing in Caracas on Sunday, January 17, 1943, an excerpt from which F 
was furnished in translation in my telegram No. 82 of January | 
eighteenth.** A single copy of the Spanish text of President Medina’s 
remarks isalsoenclosed. = Po ee 

It is worthy of note that President Medina, while mentioning the : 
* Enclosures not printed. , | : 
** Not printed. Oe | | PoE ok ee |
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overflowing enthusiasm which prevailed at the meeting, stated that 

his responsibility required that he ponder over matters and study 
them thoroughly adding that if he permitted himself to be carried 

away by the enthusiasm of the moment, he would not be worthy of the 
confidence of his listeners. Fifty thousand persons are stated to have 
been present at the demonstration, which while enthusiastic was very | 
orderly. a fee 7 a | 

_ Although President Medina did not detail the other problems “in. 
need of investigation by the Government” it is generally understood 
that he here had reference to fiscal matters arising from reduced 
Government income arising from economic factors such as reduced 
production of petroleum, reduced imports from the United States and 
the effect on internal economy and employment of these results of 
the war. ce oe | OO 

The public meeting at which the President spoke after 20 other 
orators had delivered addresses was held under the auspices of the 
“Comité Directivo de la Concentracién de Respaldo a la Politica 
Petrolera” (Directive Committee of the Concentration of Support 
of the Petroleum Policy). This Committee was composed of the 
following: ee | 

Dr. Manuel R. Egaiia | 
Dr. Enrique Tejera 
Dr. Mario Bricefio Iragorry 

oo _ Dr. Leopoldo Manrique Terrero 
Sr. Manuel B. Pocaterra | 

| | Dr. José Antonio Marturet 
Dr. Carlos Irazabal | 

_ Dr. Andrés Eloy Blanco 
Sr. Alejandro Garcia Maldonado . 
Sr. Pascual Venegas Filardo 
Sr. Calixto Noda 

_ Sr. Nerio Valarino | 
Srta. Luz Casado Lezama 

) _ Sr. Pedro Vallenilla Echeverria | 
Sr. Raimundo Aristiguieta 

The impetus for the formation of this committee emanated from 
the Association of Venezuelan Writers (Asociacién de Escritores 

| Venezolanos) apparently on the suggestion of high officials of the 

Government with the view of holding a kind of public forum on the 

petroleum question and giving to the public at large a feeling of 

responsibility in the decisions to be made and thus anticipate some of 

the discussions of the proposed new petroleum law which would in- 

evitably take place in the Venezuelan Congress when it is called upon 

to deal with this matter, and thus shorten eventual discussion in that 

body. oe | : 

Respectfully yours, Frank P. Corrigan
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831.6363/1401 : Telegram | . | a 

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

Se Caracas, February 5, 1943—4 p.m. | 
Oe a [Received February 6—3: 46 a. m.] | 

| 137. The heads of all the oil companies operating in Venezuela ) 
were summoned to Miraflores at noon today. Each representative was | 
received in separate audience by President Medina and given a copy ! 
of final draft of the new petroleum law which the President and his | 
special commission have just finished drafting. The representatives | 

_ of the largest companies (Van Hasselt of the Royal Dutch and Proud- | 
_ fit of the Standard of New Jersey) were given in addition a draft for 
_ @ Separate agreement binding them to the construction of refineries 

with a capacity of 8000 metric tons (about 50,000 barrels) per day 
within 5 years after termination of the war. The refining stipulation : 
to which the companies objected has been kept out of the final draft : 
of the law. | | 

The reaction of the heads of the leading producing companies is | 
generally favorable although each has minor changes to suggest. : 
They have been given 12 days to prepare their reply during which 
time the staff of the Ministry of Fomento will be ready at all times to | 
discuss details of proposed modifications. a | | I 

| 7 oe CoRRIGAN f 

831.6363/1406: Telegram 

Lhe Ambassador in Venezuela (Corrigan) to the Secretary of State — 

_ Caracas, February 10, 1948—8 p. m. : 
[Received February 11—11: 49 a. m.] I 

163. For Bonsal "from Thornburg. New petroleum law progress- i 
ing along basic lines agreed upon in December and according to pres- j 
ent plans will be presented to special session about February 22.5 As | ; 
to detail there has been considerable sharp shooting by subordinates F 
principally on Government side. This has resulted in part from F 
President Medina’s decision to refer draft to semi-public commission 
for criticism before presentation to Congress. This action no doubt 
strengthened his hand politically but at some cost in technical quality _ 
of resulting draft. | | a | 

I shall have final conversation with President Friday at which I } 
expect refining question to be disposed of satisfactorily. Shall leave | 
here Saturday morning arriving Washington Sunday. | | 

| Philip W. Bonsal, Chief, Division of the American Republics. a : 
For text of petroleum law approved by Venezuelan Congress on March 13,. . 

1943, see Ley de hidrocarburos, Gaceta Oficial, Caracas, March 13,1943 (nim. F 
31 extraordinario). | | , | | f
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Memorandum on Mexico leaving by courier Thursday morning. 

[Thornburg.] eee eee - 

| ae ee | — Corrigan 

AGREEMENT BETWEEN THE UNITED STATES AND VENEZUELA 
GRANTING THE UNITED STATES EXCLUSIVE PURCHASING RIGHT 

TO ALL OF VENEZUELA’S EXPORTABLE RUBBER =~ 

[For text of Agreement effected by exchange of notes signed at | 

Caracas, October 13, 1942, and exchanges of notes of October 11, _ 

1943, and October 13, 1944, extending the Agreement, and of Sep- 

tember 27, 1944, amending the Agreement, see Department of State 
Executive Agreement Series No. 446, or 58 Stat. (pt. 2) 1572, 1581, 

1582, 1584, respectively.] a BS 

DISCUSSION OF PROBLEMS CONCERNING IMPORTATION OF COFFEE 
- FROM VENEZUELA TO THE UNITED STATES 

561.338D3/1474 Be BS oe 

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

No. 3923 Caracas, February 1, 1948. 
| — EReceived February 6.] 

Sm: I have the honor to refer to the ‘Department’s Instruction 

No. 157 [1571] of December 12, 1942 °° and to report the following: 

Careful consideration has been given by the Embassy to the views 

of the Department expressed in the instruction under reference, and 

| a number of conferences on the. subject have ‘been held with the 

Venezuelan authorities. The crux of these discussions has been the 

status of sales contracts negotiated by Venezuelan exporters with 

American importers prior to the establishment of minimum export 

prices by the Venezuelan Executive Decree of November 83,1941. 

Incident to this question is the dispute as to quantities of coffee 

actually shipped by Venezuela in the 1941-1942 coffee year. 

According to final Venezuelan official figures, the umber of bags 

(60 kilograms) exported by Venezuela to the United States in the 

1941-1942 quota year amounted to 527,216 (See December 1942 

issue of “Revista del Instituto Nacional del Café”, page No. 53), 

which represents an excess of 75,689 bags over its quota of 431,527. 

According to the Department’s Instruction under reference, receipts 

in the United States of Venezuelan coffee for this period totalled 

430,449 bags, or 1,078 short of its quota. Se es 

It has been impossible at this end to determine the reason for 

° Not printed; it indicated that Venezuela’s coffee quota in the 1941-42 

quota year was 431,527 bags of which only 430,449 bags were shipped 

(561.383D38/1487a). |
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this marked discrepancy; it might have been caused by loss of ship-— 
ments at sea, or divergent statistical methods used by the respective / 
export and import authorities. Whatever the cause, it would seem 
that this question might be clarified, and the methods of determining 
effective quota shipments settled through the medium of the Inter- 
American CoffeeBoard. | 

| - With respect to the status of pre-existing contracts, it appears that — 
the Venezuelan Constitution expressly prohibits the retroactive ap- | 
plication of laws, (except with respect to questions of procedure, | 
and with respect to Laws reducing the penalty for an offense, which —s 
are given immediate application). However, the Minister of — | 
-Finance,°° with whom this question was discussed, continues to main- | | 
tain that the restrictive measures to which Venezuelan coffee exporters | 
were subjected in 1941 (Executive Decree of February 18, 1941 
requiring export licenses, and Executive Decree of November 3, 1941 : 
establishing minimum prices for export), confronted them with a 
force majeure situation which would justify non-fulfilment of pre- 
existing contracts, in spite of the constitutional provision above 
referred to. Dr. Machado, the Finance Minister, admitted that 
there were arguments on the other side as well, based on the desira- _ 
bility of maintaining the bona fides of contracts, and good-will be- 
tween the respective national parties. = cE | 

He suggested, therefore, that this question of the pre-existing con- _ 
tracts be submitted to arbitration. The question of arbitration was 
then discussed with Sr. De. Tovar, Director of the Instituto Nacional : 

_ del Café, who concurred in Dr. Machado’s proposal and also believed 
that the individual exporters concerned would likewise accept the idea. 
Sr. De. Tovar will consult the exporters to obtain their reactions, and 
will advise the Embassy of the results. The proposal is: that the 
Coffee Institute, in agreement with the Venezuelan exporters con-— 
cerned, should appoint one arbitrator, the American coffee importers == f[ 
involved in such contracts to appoint an arbitrator on their side,and __ ' 
these two to select a third as chairman, the meeting to be held in New | 
York, the decision of the arbitrators to be final and accepted without | 
recourse by both sides; any expense involved in the arbitration to be 
borneequally by thetwosides. sss oa ' 

If this proposal is acceptable to the American importers concerned 
and they are prepared to act upon it, the Department is requested to 
advise the Embassy as promptly as possible, when steps will be taken 
at once to effect the appointment-of the Venezuelan arbitrator, through : 
the Coffee Institute in order that the arbitration may take place | 
without further delay, = = | Co EL ec ce t 

Respectfully yours, | | _ Franx P. Corrigan 

® Alfredo Machado Hernandez. — a oe .
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561.388D3/1474 | | | 

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

[Extracts] 

No. 1715 WASHINGTON, February 17, 1943. 

The Secretary of State refers to the Embassy’s despatch no. 3923 of 

February 1, 1943 on the subject “Issues Arising from Venezuelan 

Coffee Control Measures”, in which reference is made to the sug- 

gestion of the Venezuelan Minister of Finance that existing difficulties , 

between Venezuelan exporters and American importers be submitted 

to arbitration. | | 

This same problem is now under active discussion in New York 

between a committee representing American importers and Mr. 

Alarcon, representing Alarcon Hermanos. In this connection there 

are transcribed below comments which the chairman of this committee 

has made under date of February 5, 1943: | 

In the light of the foregoing information, the Department believes 

it preferable for any arrangements which may be made for the 

arbitration of the question to be made by the interested parties, with- 

out the active intervention of the Embassy in the matter. It is as- 

sumed that the responsible Venezuelan authorities are in touch with 

Alarcon Hermanos and any other Venezuelan firms that may be 

affected, and will be glad to lend their assistance toward bringing 

about an early and equitable solution. 

831.61333/68 | _ 

Memorandum by Mr. L. J. Falck of the Division of International 

Communications to the Assistant Chief of the Division of the 

American Republics (Damiels) | | 

ae [Wasurneron,| September 4, 1943. 

Mr. Danrers: The matter of providing facilities for shipments of 

Venezuelan coffee to New York has been discussed with Mr. Corbett 

in the War Shipping Administration. After checking up on various 

‘points Mr. Corbett gave me the following information. 

He stated that it is perfectly true that New York as well as other 

Atlantic ports are rather fully occupied at present to the extent that 

it is not desired to run additional vessels to them. Probably most 

of the UK cargo goes through New York and you will recall that 

recently the press carried a story of shortage of water-front labor 

there. He indicated that it would probably not be possible to give 

@ United Kingdom.
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much consideration to the Venezuelan request as long as the Atlantic 
ports were so occupied. He a 

In response to my inquiry as to services from Colombia, he informed 
me that only about ten per cent of the Colombian coffee from the north 
‘coast came to New York, and that was by transshipment at the Canal. | 
‘Most of the Colombian west coast coffee, however, comes into New | 
York. It would appear, therefore, that the Colombian area adjoining | 

Venezuela have very little advantage in this respect. 

800.8880/2449 | | : 
_ The Venezuelan Chargé (Lares) to the Secretary of State | 

| _ [Translation] | - | ! 

. The Chargé d’Affaires of Venezuela presents his compliments to | 
His Excellency the Secretary of State and has the honor to advise | 
him of the following: ° 

_ By note No. 3009 of the ninth instant,” the Embassy referred to the 
difficult situation with which the coffee operations of Venezuela are 
confronted in view of the fact that the greater part of the steamers 
sailing from Venezuela, with coffee shipments, arrive at New Orleans | 
or Mobile and not at New York, which is the principal and traditional 
‘market for the sale of our coffee. On the other hand, the vessels co 

which come from Brazil and Colombia arrive directly at New York. 
- The payment of the railway freight for the transportation of Vene- 
zuelan coffee from New Orleans or Mobile to New York was absorbed 
to the extent of 75%, under certain conditions, by the Commodity | 
-Credit Corporation, thereby providing relief as regards expenditures. 
_ The situation has now become much more difficult due to the fact | 

that, as of August 25 last, the Commodity Credit Corporation elimi- | 
nated the subsidy which it had been paying to the coffee trade. Con- | 
‘sequently, the payment of 75% of the freight over the land route New 
Orleans or Mobile—New York is completely eliminated for the future. | 

~ In view of the fact that the situation with respect to the sale of our 

coffee is now becoming increasingly difficult and is causing, as a result, 
harm to Venezuelan economy, the Chargé d’Affaires of Venezuela will : 
be very grateful to His Excellency the Secretary of State for the co- 
operation which he may be able to give with a view to arranging for ; 
the transportation of our coffee intended for the United States directly 
from Venezuelan ports to New York, thus placing us on an equal foot- F 
ing with Colombia and Brazil, whose coffees arrive directly at that 
port. | 
WasHineron, September 6, 1943. | 

” Note of August 9, not printed. | - ;
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800.8830/2449 7 

The Assistant Secretary of State (Acheson) to the War Shipping 
Administrator (Land) - 7 a | 

eae WasHineton, September 18, 1943. 
My Dear Apmirat Lanp: In your letter of August 25,1943 * you 

indicated that it would not be practicable or advisable to permit di- 
rect vessel service from Venezuela to New York, as had been requested 
by the Venezuelan Ambassador in a communication to the Depart- 
ment of August 9, 1943.° OO , | 

In view of the importance to Venezuela of such direct shipments, 
particularly with reference to the movement of coffee to this market 
in competition with other countries, the matter has been the subject 
of further oral discussion between officials of the Department and 
the War Shipping Administration in order to see if a more satisfac- 
tory reply could-not be made to the Venezuelan Government. In the 
meantime another communication has been received from the Vene- 

zuelan Embassy dated September 6, 1948, a translation of which is 
attached, again urging that some action be taken on the matter. The 
Venezuelan Embassy now points out that as a result of the recent can- 
cellation of the subsidy on railway freight previously granted by the 
Commodity Credit Corporation, the added cost of hauling coffee over- 
land from New Orleans or Mobile to New York prejudices still further 
the position of Venezuelan coffee. Bee 

_ The total tonnage of coffee involved in the Venezuelan request is not, 
relatively speaking, very large, in as much as the entire Venezuelan 
coffee quota for the United States during the coming quota year is 
only 462,000 bags of 60 Kgs. each. In view of the small tonnage in- 
volved and bearing in mind the strain under which our interior rail 
transportation is now operating, I should be most grateful if you 
would give reconsideration to the Venezuelan request in the light of 
the new circumstances set forth in the Venezuelan communication of 

September 6,1948. . me | 
Sincerely yours, | [Draw AcuEson]® 

®Not printed. 8 95 nS, 7 
“Supra: | Oo an | | | 

*® File copy not signed but presumably signed by Assistant Secretary Acheson. 

File copy stamped “A true copy of the signed original.’ ar
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&00.8830/2449 oa - OEE pe SEES BE ag 

The Secretary of State to the Venezuelan Ambassador (Escalante) | 

The Secretary of State presents his compliments to His Excellency 
the Ambassador of Venezuela and has the honor to refer.to the lat- 

_ ter’s communication of August 9, 1943,% and to a subsequent com- 
munication from the Chargé d’Affaires, dated September 6, 1943, 

| regarding the hardship suffered by the Venezuelan coffee industry | | 
because of the necessity for shipping Venezuelan coffee to the ports. | 
of Mobile and New Orleans, rather than directly to New York. eee | 
This problem was taken up with the War Shipping Administration _ | 

on the basis of the first of the two communications referred to above, | 
_ and a letter was received in reply from that agency in which it was | 

stated that the need for the facilities of the United States North , 
_ Atlantic ports for vessels in military and naval services, under exist- | 

ing conditions, was such that it was not practicable or advisable to } 
transfer additional civil or commercial vessel service to those ports... 3 
The matter was further discussed with officials of the War Ship- . | 

ping Administration, and the new circumstances referred to in the : 
Embassy’s memorandum of September 6, 1943 brought to the atten- 
tion of that agency. After careful reconsideration, the War Ship- 
ping Administration addressed a further letter to the Department of | 
State, dated September 30, 1948, a copy of which is attached,® main- _ : 
taining the position that at this time it is impracticable to add addi- _ 
tional commercial vessel service to North Atlantic ports. =” 

| ‘In recognition of the interest of the Government of Venezuela in 
this matter, the Department will continue to give it its active attention, 
in cooperation with the War Shipping Administration, in the hope | 
that as soon as military and naval requirements may justify such ac- 
tion it will be possible to satisfy fully the request of the Venezuelan : 
Embassy. er eee ee | 

~ Wasuineron, October 11,1943. eS Pea | f 

AGREEMENT BETWEEN THE UNITED STATES AND VENEZUELA RE- 
GARDING THE DEVELOPMENT OF FOODSTUFFS PRODUCTION IN F 
VENEZUELA, EFFECTED BY EXCHANGE OF NOTES, SIGNED MAY 14, 

[For text of notes, see Department of State Executive Agreement ; 
Series No. 333, or 57 Stat. (pt. 2) 1031.] GES oe | 

“Not printed. oe a - BM
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EFFORTS TO COOPERATE WITH THE VENEZUELAN GOVERNMENT IN 
THE CONTROL OF FINANCIAL TRANSACTIONS AND IN RAILROAD 

MANAGEMENT INVOLVING THE AXIS | ) 

831.77/147 | | | 

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

No. 1782 Wasuineton, February 23, 1943. 

Sir: Reference is made to the Embassy’s despatch no. 3665 dated 

December 21, 1942, and the attached copies (original and translation) 

of memorandum no. 67 from the Venezuelan Embassy ® concerning the 

: proposed purchase of the railroad between Caracas and Valencia. It 

is the wish of the Department that you discuss this matter personally 

with the appropriate officials of the Venezuelan Government. 

The position of the Department with regard to the proposed pur- 

chase may be summarized as follows: | 

The Department views with sympathetic interest the desire of the 

Venezuelan Government to nationalize this link in the Venezuelan 

transportation system, since this would, in accordance with Resolu- 

tion VIL of the Washington Conference,” result in eliminating from 

the economy of Venezuela interests inimical to the security of 

Venezuela and of the hemisphere. , 

In as much as the Venezuelan Government recognizes that the rail- 

road is beneficially owned by Germans now located in Germany, the 

~ Venezuelan Government should be willing, in accordance with para- 

graph (d) of Resolution VII and in order to protect the security of 

Venezuela and of the hemisphere, to immobilize completely for the | 

duration of the war any payments made to the Spanish agents of the 

controlling German interests. , an 

Furthermore, in accordance with paragraph (6) of Resolution VII, 

the Venezuelan Government should be willing to take appropriate 

steps to remove undesirable officers and employees from the staff of the 

railroad, and to block the severance payments to which they may be | 

entitled. It is recognized that some difficulties may be encountered in 

connection with replacement of undesirable technical personnel. — 

However, it is believed that satisfactory measures can be worked out by 

the Venezuelan Government in consultation with the Embassy. — 

As you know, it is the policy of this Government, in so far as it is 

consistent with the broad requirements of hemispheric defense, to 

furnish materials essential to the maintenance of the vital, public util- 

ities of the other American republics. Accordingly, you may assure 

| * Neither printed. 
® Hor text of the resolution, see Pan American Union, Congress and Confer- 

ence Series No. 39: Final Act of the Inter-American Conference on Systems of 

Economic and Financial Control (Washington, 1942). For correspondence on 

tne On held June 30—July 10, 1942, see Foreign Relations, 1942, vol. v,
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the Venezuelan Government that, if the payments to the Spanish 
agents are made in funds blocked for the duration of the war, and if 
appropriate steps are taken with respect to undesirable personnel, any 
application for the export of supplies necessary to the maintenance 
of the railroad will be promptly and sympathetically considered in the | 
light of similar requirements by other comparably vital enterprises | 
which are free from Axis influence. | | 
‘However, if, as indicated in the Embassy’s despatch, it is not pro- : 

posed to block the proceeds of the sale, and the sale will therefore | 
| result in making available free credits to the German owners, it is | 

_ the Department’s view that the transaction would be prejudicial to | 
hemispheric security. The danger would, of course, be aggravated _ 
if payment were made in Spanish or Swiss currency. The Depart- _ 
ment understands that in discussions with the Venezuelan authorities 
concerning the problem raised by the German ownership and control | 
of this railroad, the Embassy has repeatedly urged that the proceeds 
of any sale should be effectively blocked, and it is felt that any reces- 
sion from this position would undermine all future attempts to stimu- | 

_ late the implementation of the Washington resolutions by the Vene- 
-zuelan Government with a view to remedying the existing deficiencies — 
in Venezuelan control measures. These deficiencies have, as you know, I 
been a source of grave concern to the Department. Accordingly, it | 
appears highly desirable that the Embassy maintain its position with F 
respect to the blocking of the funds in the present case. _ E 

- You will note from the Venezuelan memorandum that the Vene- | 
_ guelan Government apparently feels that two problems would be ~ 

raised by any taking over of the railroad other than by voluntary __ 
transfer: (1) the problem of adequate legal authority; and (2) the 
possibility that the valuation of the railroad by a board of experts, 
which apparently would be required in connection with a forced sale, : 
might be considerably higher than the price at which the railroad is F 
now being offered. _ | : 

If a forced sale is required to secure blocking of the proceeds, and | 
if the issue of confiscation is raised by the Venezuelan authorities, it i 
would appear desirable discreetly to point out that confiscation is not : 
necessary in order for Venezuela to eliminate the Axis interests in 
fulfillment of her inter-American commitments, since a forced trans- j 
fer with blocking of compensation would be adequate, and would not 
constitute confiscation. In this connection you may wish to inquire 
whether Article 4 of Decree No. 93, promulgated on May 7, 1942, which : 
authorizes the ‘requisitioning of Venezuelan railroads when such oF 
action is necessary im the interest of that nation’s transportation, does 
not afford an adequate legal basis for a forced transfer. If it does
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not, you may wish to suggest the desirability of a new enabling. decree. 

pursuant to Article 36 of the Venezuelan Constitution.” =... . 

With respect to the possibility that a forced transfer of the rail- 

road (in proceedings comparable to those taken against the German 

and Italian ships to which reference is made in the memorandum): 

might involve greater costs, it would appear desirable to inquire 

whether, under Venezuelan law, the price at which the owners were 

willing to sell voluntarily would not be the best evidence of the value 

of the railroad, and, therefore, the maximum amount of compensation 

which would be allowed in legal proceedings) = = 

- You may also wish to consider the desirability of suggesting to the 

Venezuelan Government that in view of the character of this rail- 

road’s ownership and the danger inherent therein to the security of 

Venezuela and of the hemisphere, this Government’ is prepared to 

assist the Venezuelan Government to avoid excessive payment on 

behalf of the Axis interests by including the railroad in ‘the Pro- . 

claimed List. Such action would probably drive down the value 

of the railroad in any legal proceedings incident to a forced sale. 

Moreover, the listing of the railroad would strengthen the legal 

basis for a forced sale by making it clear that the supplies essential 

to continuance of service would not be furnished by the United States. 

~ In this connection, the Department recognizes the practical difficulties _ 

that might be occasioned by listing, and suggests that listing be pro- 

posed only in aid of the Venezuelan desire to nationalize the rail- 

road on terms most advantageous to the Venezuelan. Government. 

Any listing would, of course, have to be synchronized with legal 

proceedings designed to effect the forced transfer. of the railroad. 

It would assist the Department in dealing with this. problem. if 

you would indicate whether the railroad presently carries materials 

required by our war effort. - en 

With reference to the statement in the Venezuelan. memorandum 

that the railroad is “property of a company which is a national of a 

| country like Spain which is‘not only not at war with the Allied 

Nations, but which maintains normal relations with Venezuela”, the 

Department invites your attention to the Censorship Intercept for- 

warded to the Embassy on January 14, 1943," which discloses the 

fact that the Spanish Diplomatic Pouch has been used to keep the 

Venezuelan railroad in communication with Berlin. 

Finally, you may wish to evidence the Department's sympathetic 

interest in the maintenance of this vital public utility by quiring 

whether the schedule of materials and spare parts essential for repair 

This provides for a limitation on the suspending of civil guarantees. except in 

defense of the nation. | Te 

7 Not found in Department files. |
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and maintenance, submitted by the Gran Ferrocarril de, Venezuela to 
_ the Ministry, of, Fomento, a copy of which. was enclosed,in the Em- | 
__ bassy’s report no. 34, under date of September: 18, 1942,”* is still 
_ current. , In. the event, that a satisfactory plan is worked out, a cur- 

rent statement of the minimum, absolutely.essential requirements will | 
be helpful in expediting any assistance which the Department is able 

_ The attitude of the Department toward the proposed transfer. will 
also be set forth in conversations which, will.be held: with representa- | 
tives of the Venezuelan.Embassy in Washington, == : 
. Very truly yours, :..,,..,..., | For the Secretary of State: : 
Se ee et Dean ACHESON 

_ ‘The Department of State to the Venezuelan Embassy ® —— | 

. The Department of State views with sympathetic interest, the desire : 
of the Venezuelan Government to nationalize the railroad which runs ! 
between. Caracas and: Valencia...'This. railroad, as presently owned , 
and. controlled, is deemed by this Government to. endanger hemispheric | 
security, and; the Department desires, within the framework of the , 
common. objectives of hemispheric defense, to cooperate fully. with : 
the Government of Venezuela in, connection with a plan to eliminate : 
from, this railroad all interests or, personnel prejudicial to hemispheric | 
defense, , ape Liber Bed ER OUEEE 7 fle 2 Pgh aes fe ai we It is the view of this Government, however, that,any transfer which 
would make free funds available to the German owners of the railroad, 
would be extremely prejudicial to hemispheric security. This Depart- 
ment is confident that the Venezuelan-Government fully realizes the 

_ value to the Axis of a direct payment in.free funds and,the danger _ 
inherent therein to the security of this hemisphere. Accordingly, it 
is assumed that if the German owners of the railroad refuse to accept ; 
payment in funds effectively blocked for the duration of the war, F 
the Venezuelan Government. intends to effect the replacement of the 
Axis ownership on some. basis other than a voluntary sale. . _ | 

It is noted that the memorandum from the Venezuelan Embassy * | 
suggests that, the nominal ownership of the railroad by a Spanish : national may impede nationalization in the event that the German | 
interests are unwilling to agree to a transfer with blocked proceeds. 

(Handed -to the Venezuelan Ambasyador, Diégenes Escalante, by Assistant j 
Secretary of State Acheson. ec 0 i : * No. 67, not printed. ~ - OBR pe 

461-085—65——53 | | | | |
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In this connection, it appears appropriate to state that the whole 

inter-American control program embodied: in the Resolutions adopted 

at the Rio” and Washington Conferences rests on the standard of _ 

real, as distinguished from formal, ownership and control. This 

oe standard was deemed necessary for the protection of hemispheric 

security because the aggressor nations have assiduously attempted, 

and are continuing to attempt to elude effective control by establish- 

ing fictitious forms of ownership. The American republics would be 

- gubmitting to this obvious Axis stratagem, with.serious detriment to _ 

the security of this hemisphere, if they should fail to search for, and 

to act in the light of, the realities of ownership, in the administration __ 

| of their control measures. In view of these considerations, the fact 

| that legal title is in a Spanish national will not, the Department is 

confident, preclude the Venezuelan Government from taking such 

measures with respect to the railroad as are required by hemispheric 

| The Department notes from the memorandum under reference 

that the railroad is in need of maintenance equipment. It is the 

a desire of this Government to reduce to a minimum any inconvenience 

which may result to the Venezuelan economy through the application 

| of controls upon the export of material froin the United States. As 

the Venezuelan Government will appreciate, however, these controls 

must be applied in the light of the broad obj ectives of hemispheric 

- defense, and of the requirements of enterprises which leave no doubt 

as to their complete loyalty to these objectives, = 
- This Government will be pleased to receive such further comments 

| as the Venezuelan Government may wish to present with reference _ 

to the plan for nationalization of thisrailroad, = - | 

| 7 840.51 Frozen Credits/9694a ; Airgram a a eee oo : oS Bo 

‘The Acting Secretary’ of State to the Ambassador in. Venezuela 

a Wasuineron, March 4, 1943—8 p.m. 

- A-418. The Venezuelan Embassy has informally requested the 

views of the Department on the contemplated forced conversion of 

Axis frozen assets in Venezuelan banks into Venezuelan Government 

bonds 
: % Bor text of the resolutions of the Third Meeting of the Foreign Ministers 

. of the American Republics, held at Rio de Janeiro,. January 15-28, 1942, see 

- Department of State Bulletin, February 7; 1942, pp. 117-141. | For -correspond- 

ence concen the meeting at Rio de Janeiro, see Foreign Relations, 1942, |
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_ The Department would appreciate having the Embassy’s comments | 
on this proposal. Relevant considerations would seem to be (1) com- 
parison of interest rates as between blocked accounts and bonds; (2) . 
the necessity for financing the proposed bond issue through conversion | 
of frozen assets; (3) the possibility that increased revenue to unde- 

- sirables, even though blocked, would: increase their willingness to 
finance undesirable activities with their free funds. From such infor- 7 

 mation.as the Department has available, it wouldseem thatthe genesis 
| ‘of this.proposal may well be pressure brought. on. the Venezuelan. — 

_ Government by the owners of blocked accounts. © a eee 
For the Embassy’s information, the Department interposed no ob- sd 

jection to the forced conversion of blocked accounts in Costa Ricainto sd 
Costa Rican Government bonds. a re 

840.51/Frozen Credits/9810, | 
Lhe Ambassador in Venezuela (Corrigan) to the Secretary of State | 

. Sir: I have the honor to refer to Department’s Airgram No. A-418 © 
dated March 4, 1948, 8 p. m. relative to the informal request of the 

_ Venezuelan Embassy for the views of the Department. on the con- > 
templated forced conversion of Axis frozen assets in Venezuelan Banks 

_ intoVenezuelanGovernment Bonds, (ss 7 
_ Several of the terms used in the request are confusing to the Embassy . 
because : 
_ 1—“Axis frozen assets in Venezuelan Banks” can mean either those 5 

__..--funds controlled under the Venezuelan Executive Decrees of December , 
Al and 16,1941, with which “normal and legitimate” transactions are. : 
fresly permitted,.or “specially. blocked. accounts” which’ are those ac- : counts specially blocked as a result of the Consultative Procedure (See | | page 4 of Embassy, Despatch No. 3690 of December 28, 1942) ,7° which | | 
funds the Embassy has been told by the Consultative Commissionand ~—*&s: the Superintendent of Banks are absolutely immobilized in so far as | thebeneficiaryisconcerned. 
_2—The term “forced conversion” is not understood in that the — | Venezuelan Authorities have indicated that although they can control 

the blocking of funds they have no authority under existing Decrees to 
__ oblige the investment thereof in any particular way, 

_ ‘The thatter of investing Axis assets in Venezuélan Treasury Bills (Letras del Tesoro) first came to the attention of the Embassy when 
two Germans whose funds are controlled by the Executive Decrees. | 

* Not printed. 
, | / 

- 
|
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under reference requested of the Minister of Finance (Hacienda) that 
these funds be invested in Treasury bills. The matter was referred to 
the Venezuelan Consultative Commission and, when raised in consulta- 
tion with the Representatives of the Embassy, the Commission itself 
determined that this should not be permitted. (Reference is made to 

page 2 of the enclosure No. 2 to Embassy. Despatch No. 3494 dated 
November 21, 1942.) . It is understood that Venezuela has not found 
it necessary to raise funds by the issuance of Government securities for 
some fifty years until the issue of Bs.4,500,000. was sold in November, 
1942. The inquiry made of the Ministry of Hacienda, hereinabove 

referred to, was with regard tothisissue. 

| _ In February, 1943, a second issue in the amount of Bs. 5,000,000. was 
sold and about that time the Superintendent: of. Banks, Dr. Ernesto G. 

Permuy, approached the office of the Commercial Attaché to this Em- 

bassy and explained that one of the purposes of issuing Treasury 

bills was to combat the inflationary trend of Venezuelan currency, 
hence the Government preferred that the issue be purchased by the 
public generally. rather than by commercial banks in Venezuela, and 

stated that all Proclaimed List firms of any financial significance, in 

addition, to having withdrawn considerable cash from their bank de- 
| posits just prior to the effective date of the Venezuelan Decrees, car- 

| ried on their businesses on a strictly cash basis and maintained consid- 

erable funds in cash: in their respective safes and cash drawers. -He 

added that he ‘had:exerted his best efforts by persuasion to get these 

funds deposited: in local banks but his efforts had proven fruitless in 

that he did not have the legal authority to oblige it and the parties con- _ 

cerned refused to comply with his requests. He felt, however, that _ 

these firms might be inclined to invest apart of:these funds in Treasury 

bills and he requested the attitude of the American Authorities with 

-_ yegard thereto. .._It.is known to be a fact that these firms.maintain 
considerable amounts in: Venezuelan currency in their cash drawers. 

The recent balance sheet of Frey & Company (PL) shows a cash 

Tt is understood that the Commercial Banks in Venezuela have of- 

=. fered to purchase the entire output of Treasury. pills but, as herein- 

above stated, it is preferred that the general public make such pur- | 

chases. Although it: has been made public in each instance that the 

issue was over-subscribed, such does not truly reflect the facts in that 

| of each issue the Government was obliged to sell to Commercial Banks 
from Bs. 1,000,000..to Bs: 1,500,000. worth. This has been partially 

-explained in that, the general. public:in Venezuela 1s not -educated in 

‘Neither printed. | - a



the matter of investing in Government securities. Therefore, with 

regard to item numbered (2) on relevant considerations in the Air- | 
gram under reference, although it should not be necessary for the. . 
financing of the bill issues to utilize Axis frozen assets, the Venezuelam | 
Government would probably welcome this possibility in order to 
reduce that part of the issue purchased by Commercial Banks. 
- With regard to item numbered (3) on relevant considerations of 
the possibility that increased revenue to listed parties, even though 
blocked, would increase their willingness to finance undesirable ac- 

"tivities with their froo funds, any expression by the Embassy would be 
purely conjectural, in that all Venezuelan firms of any significance 
included in the Proclaimed List have sufficient free funds, so that | 
any such inducement by reason of permission to invest in these Gov- 
ernment bills probably would be insignificant. == 8 | 

_ It is the Embassy’s considered opinion that no concession should | 
be made on this score unless the Venezuelan control of wndesirables-is : 
strengthened. Itis recalled that the Venezuelan Control Decrees were | 
enacted prior to the Conferences at Rio de Janeiro and Washington, | 
and although the law as written was considered satisfactory, its ad- | 

ministration is quite ineffective. If the means proposed can be used | 
to oblige the investment.of cash held by undesirable persons and. firms | 
in Venezuelan Treasury bills and the interest accruing thereon, as well | 

as the principal collected upon maturity, is effectively controlled by | 
the Venezuelan Government, the proposal may well be given serious | 
consideration. If the proposal is meant to include only those funds | 
specially blocked as.a result of the Consultative procedure, it is sug- 
gested that the Department should refuse its approval. . If the pro- 
posal has reference to those funds controlled under the Decrees of 

December 11 and 16, 1941, which is doubted, it is suggested likewise 

that the proposal be considered unfavorably. = 
_ This request for the Department’s views may well lend itself to.a : 

reply forcefully suggesting a strengthening of local Controls which : 
by a considerable number of important people here is believed to be 
all that is necessary for the Venezuelan Government to aggressively 

| approach the problem of Economic Warfare. The very fact. that the ; 

views of the Department are requested in this regard lends credence 
tothisbelief& 2 ws Sk egadeqatt de : 
_ Respectfully yours, Fran P. Corrtean
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740.00112A European War 1939/27680, 

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

So ON _ [Received March 97.] 
Sir: I have the honor to report that reliable information obtained 

by the Embassy indicates that. commercial banking institutions in | 
Venezuela, although probably extending no new credits to Pro- 

_ Claimed List Nationals, do eontinue to- maintain the: lines’ of com- 
mercial credit which were available to such Proclaimed List Nationals 
at the time of their. inclusion in the List. It would seem therefore 
that, with the exception of obtaining new credits, persons and firms 
included in the Proclaimed List have available to them normal bank- 
ing facilities much as they had prior to their inclusion in the List; 
furthermore, this procedure is foreseen and approved by the Vene- _ 
zuelan Authorities under Articles 3 and 4 of the Executive Decree of 
December 11, 1941, as evidenced by the monthly issuance of licenses 
by the Banco Central de Venezuela to the Commercial Banks authoriz- 
ing the continuance of such credits. oo | 

It is understood and believed that the various commercial bankers 
in Venezuela are pro-Allied in political sympathy, and most of them 
have indicated to members of the Embassy staff a personal desire to 
terminate such credits made available to Proclaimed List Nationals 
and to call in outstanding obligations from them; but they indicate 
hesitancy to take this step in view of the fact that these transactions 
are not prohibited by the Venezuelan Controls and, as indicated, are 
specifically approved by the licensing operations of the Banco Central. 
Several of them have said they would welcome some concrete evidence 
of concern regarding this situation on the part of the Embassy on 
which they could base a step in this direction. — ae 
For this purpose, Mr. Groves, Counselor of Embassy for Economic 

Affairs, addressed a letter dated March 16 (transmitted as Enclosure 
No. 1 to this Despatch **) to the Superintendent of Banks, calling 
attention to this situation and pointing out that the practice would 
seem to contravene the spirit, if not the letter, of resolutions at the 
Rio de Janeiro meeting of Foreign Ministers in January 1942, as well 
as the recommendations adopted at the Inter-American Conference 
on Systems of Economic and Financial Control, in Washington last 
July. Furthermore, it has been pointed out verbally to the Superin- 
tendent of Banks that utilizing American credit via the local Banks 

| to support business operations of Proclaimed List firms contravenes | 
our Trading with the Enemy Act just as much as would the sale of 
American steel to a Proclaimed List firm by a local importer. 

*® Not printed. oe



_ The Superintendent of Banks has called a meeting of the com- . 
mercial bank managers for. March 23,.at which the question of extend- 
ing credit facilities to Proclaimed List firms will be discussed, and | 

presumably the banks’ policy in this regard determined. The Em-— 

bassy has verbally suggested to the Superintendent of Banks that the 
commercial credits outstanding in favor of Proclaimed List firms or 
individuals may be liquidated gradually over a period of perhaps — 

six months at the outside, in order that problem of unemployment 

and other disturbance to the national economy be minimized as far | 

as possible.”? And the hope-was expressed that this process might | 

result in the entire elimination from Venezuelan economy of the — 
major enemy interests and the acquisition of those interests by sym- _ 

pathetic Venezuelan Nationals. = a Se 

‘The Department will be kept advised of subsequent developments 

Respectfully yours, ooo) rank P. Corrtean 

740.00112A European War 1939/29679 es sets ek ; a 

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

State (Welles) 
aps, March 17, 1943. 

- Dear Mr. Wetixs: Dr. Parra Pérez © today requested that I write > i 

to you regarding the desire of the Venezuelan Government to purchase : 

the railroad which runs from Valencia to Caracas. Thisis normally — | 

and legally a Spanish-owned company but the majority interest is 
known to be German. The heavily interested Spaniard has a _ 

Venezuelan wife. The Venezuelan Government desires to obtain the 2 

railroad by purchase since any other more summary procedure would © : 
raise an issue with Spain,.a neutral country with which Venezuela has | 
consistently maintained close and friendly relations regardless of the , 

transitory character of its recent Governments. If they took over _ 
the property they would then have to submit to an evaluation which | | 

the Minister thinks would reach or exceed 50 million Bolivars, whereas _ | it could probably be bought for around 5 million Bolivars in free _ 

_Inva few words, the Minister wants our help in getting a bargain | 
for the nation... A balance must be struck between the evil of leaving : 
this important strategic. railroad. in Axis hands and the evil that 
would come from allotting to the owners the amount of free exchange 

_ - ® The Ambassador reported in his despatch No. 4444, May 27, 1943, that 14 
banks concluded on May 12, 1943, an agreement to eliminate, in a period of nine j 
months, all credit facilities extended to firms on the Venezuelan Control List 
(740.00112A European War 1939/31736). Co : 

” Caracciolo Parra Pérez, Venezuelan Minister for Foreign Affairs. ee |
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required for outright and‘ inimediate purchase. The funds would 
most likely remain in Spain or Venezuela asa hedge against post 
war conditions on the part ofthéowners." °° 
Could an exception be made in funds control in this ‘case in view 

of the other important’ considerations?’ © 
“Sincerely yours, ae PL Corrroan 

| 740.00112A Huropean War 1989/22856- 6 ) 
The Secretary of State to the Ambassador in Venezuela (Corrigan) — 

Sir: Reference is made to consular despatch no. 365 from:-Maracaibo 
dated December 24°? concerning efforts. madé by pro-Nazi elements in 
Venezuela to obtain publicity adverse to the Proclaimed: List and to 
discredit it in theeyes of the Venezuelan public. 8 

The Department believes that it is desirable to consider possible 

steps to meet attempts of this nature and, in addition, to obtain as _ 
wide a distribution of the Proclaimed List as may be’ practicable for 

| the purpose of securing its widespread observance by the Venezuelan 
public and to assure that Venezuelans have an adequate realization of 
the purposes and significance of the Proclaimed List program. Two 
things specifically would appear to be possible at this time. 

_ The first would be an augmenting of the efforts to distribute copies 
of the list in Venezuela. Your despatch no. 8299 of October 26, 19428 
indicates that only 200°copies of the list are regularly duplicated and 
that considerably less than this’ find their way into the hands of 

| Venezuelan individuals and firms. This number is considerably less 
proportionately than the number distributed by other missions. It is, 
therefore, suggested that you consider the feasibility of making a wider 
distribution of the list’ to business conterns,'chambers of commerce, 
druggists, doctors, banks, trucking companies, forwarding and dis- 
patching agents, shipping companies, pro-democratic and other appro- 
priate organizations, citizens of the United States, and particularly to 
all individuals or companies who are believed to be trading with listed 

It is further suggested that members of your staff:discreetly enlist 
the cooperation of persons of known pro-allied sympathiés in ‘publiciz- 
ing the objectives of the Proclaimed List. It is recognized ‘that any 
publicity sponsored officially by the Embassy would be discounted as 
self-serving and that what this Government: does ‘with the Proclaimed 

List is less open to.attack than anything said in defense of such action. 
However, wherever it’is-deemed feasible to channel: information to 

“Not printed.)) {22.5 ht es ed re ‘ vs eaten S are “s os i oo bis ree a
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_ .Yeliable Venezuelan, newspaper men, radio commentators, and others 
-who formulate public opinion, it would seem desirable to do so.-In _ 
the Department’s view, such publicity should stress the economic and 
propaganda, interpenetration of the American republics-by. Axis 

agents; the hazard to the security of the hemisphere through the con- 
_tinuance of such activities;.the fact that the amount of goods exported 

to Venezuela has been determined by supply considerations and .avail- 
_ ,able:shipping :space, and that only the distribution of this over-all 

fixed total has been affected by the existence of the Proclaimed List; 
that shipping shortages are directly related to the subversive activities 
of the Axis in this hemisphere. With respect’ to injuries to the 
Venezuelan: economy through the application of United. States ex- | 
port controls, it is the earnest desire of thisGovernment to reduce to a 
minimum any inconvenience to the Venezuelan economy; such controls 
must, however, be ‘exercised in the light of the broad objectives of 
‘hemispheric: security and of the requirements of enterprises whose | 

loyalty to these objectivesisumquestioned: 9° | 
. The enclosure to this instruction * sets forth the “lore” of the'Pro- 

_ elaimed List for such. use ‘as officers.of' the Embassy may wish to make _ 
Of it ME ua Yerb eo sk fe seg 

Very truly yours; = 3s} * For the Secretary of State: 

840.51 Frozen Credits/10846 
The Venezuelan Minister for Foreign Affairs (Parra-Pérez) to the 

_ American Ambassador in Venezuela (Corrigan) = | 

Se oe ES ye Caracas, April 14, 1948. 

- ‘Mr: Ampassapor: I have the honor to communicate to Your Ex- | | 
‘cellency that the Swiss Legation in France has made it known'to the _ | 
Government of Venezuela that. the Municipality of Paris is now | 
claiming’ payment of taxes due on the property of the following 
“Venezuelan citizens: Rafael D. Revenga, Juan S. Mendoza, Lorenzo | 
Mendoza, Elisa Mendoza ‘de Rodriguez Azparua and the heirs of Luis” : 
Nufiez: ‘The total amount owing is approximately 100,000 French : 
‘Francs, which must be paid‘as soon as possible inasmuch as the French : 
-authorities threaten to proceed to ataction off the debtors’ property. ; 
As a measure of protection of the legitimate interests of its na- — : 

tionals, which would suffer grave damage because of said non-payment, | 
the Government of Venezuela has decided to authorize the exporta- : 

. Not printed: cevefle x ee gi ad « 7 Np eyegh othap: See | / . a, | 
_. * Copy transmitted to the Department by the Chargé in Venezuela in his des- , 

- patch No. 4368, May 5; received’/May 10.0 2 i ee, 7
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tion of the required funds and has accepted the offer madé by the _ 
Swiss Government to effect such payment for the account ofthe — 
interested parties and consequently trusts that the Government ofthe 
United States of America willbe good enough to issue the necessary 
instructions to the appropriate authorities so that the credit housesin 
that country may offer the necessary banking facilities for the remit- __ 

| tance of said funds to the Swiss Government. = - 
' [take this opportunity [ete] === === =—————<“sCS. Parra Perez 

| _ The Under Secretary of State:(Welles) to the Ambassador in: — | 

 Waspineron, April 17, 1943. 

_. My Dear Ampassapor: I have given the most careful study to your 
| letter of March 17 in which you. refer to Dr. Parra Pérez’ request 

regarding the railroad which runs: between Caracas and Valencia. 
It is my understanding that Dr. Parra Pérez has asked us to approve 
the purchase by the Venezuela Government of this railroad even — 

—_ though free funds are paid to the Germans who own a majority. inter- 

| est. As you. know, I am anxious to resolve every doubt in favor of 
granting any request made by Dr. Parra Pérez. In this case, how- 
ever, although all of us here in the Department feel that the national- 
ization of this railroad and the elimination of its undesirable per- 
sonnel would be highly desirable, we cannot approve its acquisition 
on the terms proposed by Dr. Parra Pérezs © 

The difficulty is that the problem is not the narrow one of striking 
a balance between the evil of leaving the railroad in Axis hands and © 

the evil of supplying foreign exchange to our enemies. Our approval 
of this transaction would, I believe, constitute a violation of our com- 

- mitments to hemispheric. security. Asa signatory to the Rio. and 
Washington Resolutions, this Government is pledged to: avoid trans- 

actions which will make free foreign exchange available to the ag- 
-gressor nations. — Our. approval in this case (with its implicit promise 7 

that equipment necessary for the maintenance of the road would be 

| furnished) and the consequent increase of Axis resources, would not 

| differ in essence from a direct remittance of foreign exchange from the | 

| - _ United States to Germany in clear contravention of our Inter-Ameri- 

- .eancommitments. =. | a REA Se we 
| A second broad aspect of the problem is that ‘our approval of the 

proposed. transaction. would, I ‘believe,. undermine all attempts to 

| secure effective economic controls in Venezuela. As you know, the 

railroad is popularly known..as the “German railroad”; its present 
, ‘ownership and personnel are a threat.to Venezuelan and hemispheric _
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security ; itis a symbol, in a sense, of the kind of enterprise which the: 
American republics have declared to be inimical to their security,. | 
and have agreed to purge of Axis influence. For these reasons, you. 
and your staff have energetically sought to bring about the sale of this: 
railroad against blocked funds, and in this effort, you have received! 

_ the firm support of the Department. For us to reverse our position 
at this point, and, in effect, to sanction action by the Venezuelan 

-. Government which would permit the local agents of the railroad to 
make foreign exchange available to the Axis, would, I am convinced, 
irreparably prejudice the integrity of economic controls in Venezuela 
by furnishing an undesirable precedent that could be exploited by 
Axis firms as a reason for their being freed from any controls that _ 
now exist or may beestablished. BER PE ee 

Finally, I cannot believe that the choice lies inescapably between | 
leaving the railroad in Axis hands and making free funds available _ 
tothe German owners, for I am confident that both evils can be avoided | 
if the Venezuelan Government is prepared. to ‘exercise its sovereign 

power in order to discharge its Inter-American commitments. 
_ We have not been unmindful of the difficulties to which Dr. Parra 
Pérez makes reference. Both in the Department’s instruction no. 
1732. of February 23, and in Mr. Acheson’s conversation with Dr. | 

| Escalante, the possibility of driving down the valuation ofthe railroad si 
in forced transfer proceedings by the use of the Proclaimed List was ss 
suggested for the consideration of the Venezuelan Government. I | 
am. enclosing for your information copies of the memorandum which | 
was handed by Mr. Acheson to Dr. Escalante* and the memorandum | 
of their conversation.** We appreciate as well the problem raised by 
the nominal Spanish ownership. We have faced that problem re- | 

_ peatedly in this country, and have never permitted formal devices | 
involving nationals of friendly countries, or even co-belligerent coun- : 
tries, to prevent our taking whatever steps were. required. by our | | 
security and the security of the hemisphere. Venezuela has pledged : 
herself, through the Rio and Washington Resolutions, to do no less. 

I realize that it is a matter of great delicacy and difficulty to reject 
this request. However, I am confident that if you will present these : 
considerations again to Dr. Parra Pérez, he will understand the im- 
possibility of our taking any other course, and will appreciate as : 

well the imperative necessity for Venezuela’s taking appropriate : 
measures against the railroad. : , 
~ Believe me, with kindest regards, ee eee 

Very sincerely yours, > - SumNER WELLES 

* Dated March 2, p. 823. | . a | 
** Not printed. BAER gd 9 een be goes ee ee ae ee
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840.51.Frozen Credits/10346_ tech ge a ess . bg gat Bo | 

The American: Chargé inVenezuela (Flack) to the Venezuelan 
oe Minister for Foreign Affairs (Parra-Pérez)*" | 

No1299 . > +. Garscas, April 26, 1943. 
 Excetzency:: I: have ‘the honor to refer to Your Excellency’s _ 
esteemed. note. No. 02005—E of April. 14, 1943, concerning the con- 

| templated remittance of certain funds to the Swiss Government for use 2 
In paying municipal taxes in Paris on the property of four:Venezuelan 
citizens named inthe notecited. © 9 
The inquiry of the Venezuelan Government was communicated to 

| the Department of State and I am now:in receipt of the reply inform- 
ing me that for the following reasons the State Department considers 
it-very undesirable that the remittancebemade: = == 

_ + (a) It would furnish to the enemy badly needed foreign exchange 
and involve a direct contribution to the enemy; a : 
__ (6) Although:the amount inthis case is small, a dangerous prece- 
dent would be established if the contemplated remittance were to be 

Made, gee ee a 
(¢) Itis the view of the State Department that the remittance would 

not be in consonance with Resolution No. 1 of the Washington Con- 
| ference. The State Department added that in view of its commitment 

under the Resolution cited, the United States Government does not _ 
allow remittances for purposes of this nature to be made by its own 

_ eltizens. — a 7 | 

In communicating to Your Excellency the above expressed views of 

the Department of State, I have been requested to add that accordingly 
my Government does not find it possible to authorize the use of its 
facilities for the remittance contemplated and at the same time to ex- 
press to Your Excellency the hope of my Government that upon re- 

examination of the matter in the light of the Washington Resolutions, 
the Venezuelan Government may find it possible to reconsider its” 

position, 2 | 7 
_ Please accept [etc.] | | — - SosePH Frack 

740.00112A Huropean War'1930/24802 : Airgram | | 

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

re / ae | WAsHINGTON, April ON, 1943—6 : 45 p- m. 

A-587. Reference is made to the Department’s airgram A-164 of 
October 26, 1942 and to the Embassy’s despatch no. 3853 of January 
93, 1943. The Department would appreciate your transmitting a re- 

er Copy transmitted to the Department by the Chargé in “Venezuela in his 
despatch No. 4368, May 5; received May 10. | 

| ® Neither printed. |
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port of the results of the study undertaken by the Embassy. to deter- 
mine which of the Proclaimed List nationals to whom American oil 
companies are furnishing domestically manufactured products arenot __ 
essential to the Venezuelan economy. _ Peygy ite Str st tais 
_ The Department’notes that in the despatch under reference the Em- 

_ bassy states that.a study has also been made relative to the Proclaimed 
List nationals which are deemed essential to the Venezuelan economy, 
and to which oil products are- being furnished, with a view to formulat- 
ing recommendations for more effective controls that might be applied  —__ 

| In. éach case. Please transmit to the Department a report: on’ this 

740.00112A Buropean War 1989/30805 

_ The Chargé in Venezuela (Flack) to the Secretary of State 

A-899 of February 22, 6:30 p. m.,'and to Embassy’s despatch. No. _ | 
4083 of March 3, 1943 which answered in part this airgram. ) 

‘ng the interests held by Blocked Nationals in the Banco de Venezuela, | La Previsora, and several other banks is very dificult if not impossible to determine, as the shares of these enterprises are bearer shares, 
. As the fiscalization reports of Proclaimed List firms by the Vene- 
zuelan Government do not. show the interests held by individuals or 
firms in local enterprises, and as the Proclaimed List firms have been 
reluctant to give Venezuelan Authorities the information desired by 
the Embassy, it has been next to impossible to obtain the desired 

_.H, in the future, some of the information wanted is obtained, the _ Department will be advised immediately, 9 
Respectfully yours, = : - Josepa Fiack | 

881.77/15la: Telegram eee a 

Lhe Secretary of State to the Chargé in Venezuela (Flack) | 

| _ Wasurneton, May 11, 1943—9 p.m. | 
338, Further discussions between Ambassador Corrigan and officers 

_ ‘of the Department have developed the following considerations with 
respect to the German Railroad: (1) Because of the strategic location 

—@ Neither printed
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of the German Railroad, whose lines run along the seacoast at an— 

average distance of 20 miles inland, the Axis may be using the Rail- 
road. to obtain information: regarding ship movements. (2) More 

| important, subversive elements may be using the special communica- 

tion facilities of the Railroad to transmit information relating to ship 

movements in order to guide U-boat attacks against our shipping. 

(3) In connection with its purchase. of the German Railroad, the 

Venezuelan Government would probably remove the undesirable per- 

| sonnel, thereby eliminating the Railroad’s espionage activities. 

In view of the foregoing, it has been suggested that.the purchase 

of the Railroad by the Venezuelan Government, even though against 
free currency in Europe, would promote the war effort. The Em- 
bassy is well aware of the compelling considerations which have 
militated against our approving such a sale. In order to permit the 

| balancing of the espionage aspects against the other aspects of the 

- proposed transactions, it is requested that the Legal Attaché, the 
Naval Attaché and the Military Attaché prepare promptly a joint 
report on the following points: (1) Evidence relating to the actual 
use of the Railroad for espionage purposes, including the means used 

| to transmit information relating to ship movements. (2) Evidence 
indicating the particular personnel within the Railroad responsible 
for espionage. (3) Whether Axis intelligence within Venezuela 

would be able effectively to obtain and transmit the information re- 
garding ship movements through facilities other than the German 

| Railroad (e.g. through port observers, et cetera) if the Venezuelan 

Government removed undesirable personnel. (4) The specific Rail- 

road personnel whom the Venezuelan Government should be requested 
to dismiss in connection with any possible approval of the purchase 

in question. (5) Any other conditions which should be suggested to 

| preclude the use of the Railroad for subversive purposes. (6) Any 
other pertinent information, = re : 

| In connection with this report, it should be observed that the De- 

‘partment’s files contain no information regarding actual espionage 
| activities by the Railroad: Accordingly, full documentation is 

| a re s Huu 

740.00112A European War 1939/30776 a ee 

The. Chargé in Venezuela (Flack) to the Secretary of State 

No.4888° Casts, May 11, 1948. 
So Received May 17.] 
~~ Sir: I have the honor to refer to the Department’s Airgram No. 

A-164 dated October 26, 1942, 6:35 p. m., Embassy Despatch No. 3853
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dated, January 23, 1943,° Department’s Airgram No. A-537, dated. 
April 27, 1948, 6:45. -p..m. relative to. the matter,of American Oil 
Companies or their subsidiaries being obliged to furnish domestically. 
processed products to Proclaimed List Nationals. Oe 

Although conditions prevailed in 1942 prompting the licensing of — 
American Oil companies or their subsidiaries in Venezuela to furnish 

_ domestically processed products to Proclaimed List Nationals, it was 
anticipated that effective control as contemplated by Resolutions V 
and VII adopted at the Washington Conference on Systems of Eco- 
nomic and Financial Control would solve the problem. Such hopes 
were ill founded ‘and: efforts toward more effective control unavailing, 
so much so that in January, 1948, the Embassy was obliged to permit 
the sale of fuel oil to Gustavo Zingg y Cia., (PL) Maracaibo, in excess 
of its monthly allowable amount based upon statistics beginning in 
January, 1939.. (See Embassy Despatch No. 4003. of February. 13, | 
1948.) hj ye peg! LE YS ME Sap pas tyes 

- It appears that little can be said for continuing the practice of __ 
licensing the sale of domestically manufactured products to those per- : 
sons and firms not essential to-the local economy and the present licens- 
ing practice to those enterprises which may be considered essential to 
local economy is hardly satisfactory in that there is no effective control fe 
over these firms under existing Venezuelan Decrees, nor is there the | | 
disposition to forcibly eliminate the undesirable interests there- — : 
from.’ Wi “ Hs Wee ee ge se an a. SL ar SE | 

Respectfully. yours, - Sossrn Friack 

740.00112A4 European War -1939/30718 + Telegram oe Se ays Sy 

 *The Chargé in Veneziela (Flack) to the Secretary of State 

a [Received May 16—5: 12 a.m.] | 
_ 454, Embassy’s A-126, March.26,10:30a.m.°? Departments reply 
urgently desired as local insurance situation continuesentirely unsatiss =  —Ss_ |¥ 
factory. and a serious impediment to effective control efforts in other — 

“Neither printed. ee ae 
“Not printed. OP 8 | 
* Not printed; it referred to British reinsurance of Proclaimed and Statutory | : 

business carried on by the banking firm of La Previsora and urged that-if the ; 
Department could not obtain British agreement to earliest possible termination | 
of reinsurance of Proclaimed. List business, Previsora be considered for inclusion : 
on the Proclaimed List (740.00112A Kuropean War 1939/27866).... For a further _ F 
report regarding this firm, see despatch No. 4699, August 7, from the Ambassador F 

- in Venezuela, p. 844. 5° ° 2 : i E
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directions, particularly: curtailnient of normal banking‘ accommoda- 

The Chargé in Venezuela (Flack) to the Secretary of State is 

: Sir: I have.the honor to refer to the Department’s Instruction No. 
| - 1496 dated November. 10,:1942, with which was transmitted a study * 

a of.the extent to which the ‘Venezuelan decrees governing enemy: prop- 
erty and activity comply with the Resolutions adopted by the Inter- 
American Conference on-Systems of Economic and Financial Control 

held in Washington June 380-July 10, 1942, prepared by Mr. Covey T. 
Oliver.* The Embassy finds this excellent study to be very accurate 
and helpful. Relative to the desirability, and likelihood of obtaining 
changes in Venezuelan law, of the sort needed to bring it more com- 
pletely into harmony with the Conference Resolutions, reference is 
made to Embassy Despatch No. 8690 dated December 28, 19425 % 
since that time there has been no legislation nor Executive decrees in 
this regard and the administration of the Veriezuelan Executive de- 

_erees of December 11 and 16, 1941, remains as unsatisfactory and in- 
effective as heretofore reported. A brief review of some of the salient 
cases in Venezuela, in substantiation of the foregoing statements, is 
given below: ON emer 7 

Granting of Normal Credits and: Banking Facilities to Proclaimed 

| List Nationals by Commercial Banks: 
Letter from Mr. Groves to Superintendent of Banks dated March 

16, 1943, suggested that such banking facilities be terminated. (See 
Embassy Despatch No: 4160dated March 17, 1943.) This matter was 
promptly but: unofficially ‘brought to the attention of the Banking 
Council by the Superintendent of Banks; because the Federal Exect- 
tive preferred not to- give official recognition to any action taken by the 

| banks as a result of the communication. Refusal of official cognizance 
to this situation, but fear of the consequences that might attend inac- 
tion on their own part, led the banks: to sign an agreement between 

* ® Neither printed. 
+ * At the time of preparing this study, Oliver was’ the Liaison: Officer for the 

- Board of Economic Warfare with the-Department’s Foreign Funds:Control Divi- 
Bot anor concerned the -Prociaimed Listand freezing controls. an : - ~
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themselves to! terminate all commercial banking relations with Pro- | 
claimed List Nationals. The Federal: Executive in an indirect way 
has-recognized the banks’ action directed against the’Proclaimed List 
firms by authorizing the Banco Central, the Banco Obrero and the 
Banco Agricola y Pecuario—all Governmental institutions—to become 
signatories to the agreement. pe Pe pOLb ck 
“Although some of the banks have indicated that prior to-the com- 

_. munication ‘from the Embassy, they had undertaken to. reduce their 
commercial banking transactions with Proclaimed List Nationals, the 
ever present ‘sarictions of curbing their banking relations with New 
York‘ banks’ is undoubtedly the controlling influence in what may be 
accomplished: Under the agreement signed by all banks, their credit 

: facilities to Proclaiined List’ Nationals will be gradually reduced over 

The banks reached an agreement in principle on this question over _ 
a month ago, nevertheless the line credits extended to'the Proclaimed 
List Nationals have not yet been reduced one centime, the banks choos: 
ing to await actual signing’ of the contract before beginning to act. — 
_ This matter of liberal granting of commercial credits to Proclaimed 
List Nationals, when considered in the light of specially blocking of | 
accounts, more specifically explained on page 4 of Embassy Despatch 
No. 3690 of December 28, 1942, creates a rather curious situation; for, | 
although the‘Embassy is assured ‘that funds paid into “a specially | 
blocked aceount” are absolutely immobilized insofar as the beneficiary 
is concerned, the bank, of course, is permitted to use the funds as it 
sees fit. “And although those ‘particular funds‘ as such miay not be | | 
available to the ‘Proclaimed List National, he is, in most ‘instances, | 
permitted a liberal’ credit line by the bank without ‘security.’ For } 
example, the Zinggs have blocked funds in the amount of Bs. 2,856,000 | 
deposited in the following commercial banks of Venezuela: Banco de : 
Veneztiela, Banco Mercantil y Agricola, Banco Caracas and Banco 
Venézolano de'Crédito and they enjoy an unsecured commercial credit | 

_ Tine from these several banks in the amount of approximately Bs. 

- It is interesting to note that all blocking orders provide that funds 
are blocked for six month periods, automatically extended until the 
termination of the war or until the Federal Executive expressly au- 

| thorizes that said funds be devoted to some other use; and that com- 
mercial banks, notwithstanding the belief harbored by some that 
Proclaimed List firms will eventually be forced to close, continue to 

_ lend them unsecured-credits so.that it is only logical to conclude that 
these’ commercial banks would:have some reason to believe that in the f 
event that a Proclaimed List National were unable to meet. his obli- | 
gation to them, they could prevail upon the Federal Executive to | 

461-035—65——54 oe :
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permit an offset. of. (blocked). credit and debit.: To. minimize this 

possibility, the Embassy. has insistently requested. that. specially 

blocked accounts be maintained in the Banco’ Central ‘de Venezuela, 
| but has been unsuccessful in its efforts because ofthe attitude assumed 

by the recently resigned Minister of Hacienda -(Financee),°° notwith- 

standing the Central Bank’s disposition to accept these deposits. The 

Minister insisted that, although the Central Bank: is legally.permitted _ 
to accept deposits of this nature, there is a gentlemen’s agreement =—=_— 
between those favoring the Central Bank and those im the commercial 

banking business who opposed its. organization, that, it.would-not =~ 
accept private deposits. It is not meant to be implied that these com- 
mercial credits. have been made available since. the creation of the 
specially blocked. accounts, because the: more. important firms in 
Venezuela which appear in the Proclaimed List. have :long enjoyed : 

excellent credit’ rating and’ commensurate. banking. accommodation ; 
but. it cannot be overlooked. that a continued granting of these un-_ 
secured credits, despite the existence of restrictive.measures—at least 

on paper—may well.be influenced by the fact that the individuals 

concerned have on deposit with the banks sufficient funds to meet these | 

obligations in the event their normal ability to pay becomes 

circumscribed. 
_ In considering this subject it should be recalled that the Venezuelan 

Ambassador to the United States requested the. opinion of the Depart- 
ment of State with regard to permitting the investment of Axis funds 

| (evidently meaning those funds paid into Specially Blocked Ac- | 

counts) in Venezuelan, Treasury bills (See Embassy Despatch No. 
4119 dated. March 15, 1943) which would in effect permit the payment 

of: interest on blocked accounts at the rate of 414% per annum, instead 

of 114% per-annum, the highest rate now paid on specially blocked 
accounts. . To permit such an investment. would mean, in effect, that 
the only penalty suffered by. Proclaimed List. firms. on. theoretically 
blocked funds would be the difference between the return on Treasury 
bills. (414% per annum) and the interest-rate charged for commercial 
credits ranging from 4% to 9% per annum, according to the firm’s 

credit rating -(ie.. a. possible profit of 14% to a loss of 414% per 
annum). ° It is trusted that.the Embassy’s present. effort to haye com- 
mercial credits to Proclaimed List Nationals.completely terminated 
within a period of nine, months will bring. forth, an accurate state- 

ment from the respective banks showing the extent to; which these 

credits exist and the rates of interest charged therefor, = 

- Alfredo Machado Hernandez.) 0) eg ite
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840.51.Frozen Credits/10811. ee ee SP 

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

No.4502 | Caracas, June 19, 1943. a 
Py om Coes [Received June 30.] 

Subject: Investment in Venezuelan Government Securities of PL | 
_ Funds Frozen in Venezuelan Banks. | 
Sir: I have the honor to refer to the Department’s Airgram No. 418 | 

of March 4, 8:00 p.m., and the Embassy’s reply by Confidential : 
- Despatch No. 4119 of March 15, 1943, both in relation to the above 

subject. PERS en 
In a conversation this week’ between Mr. Groves, of the Embassy — 

Staff, and Dr. Uslar Pietri,; Minister of Hacienda, the latter brought ee 
up this question and asked what Washington’s attitude might be.. He — 
pointed out that the Venezuelan Government was anxious to absorb 
these especially frozen:funds of Proclaimed List firms now deposited 
with various local commercial banks, on the ground that the volume 
of bank deposits in: the country would thereby be reduced: with a. pro- 
portionate reduction in the inflationary influence inherent in increas- 
ing deposits. This is the same argument referred to in the Embassy’s 

- Despatch No. 4119 (page 2). Dr. Uslar estimated the volume of such > | 
especially frozen sums at roughly Bs. 10,000,000, or say, $3,000,000.. 
In. the discussion: which: followed, which indicates that the | 

Venezuelan authorities, of course, would freeze the interest payments  =—- 
on any such investments, together with principle in case of repayment, | 
Mr. Groves told Dr. Uslar that—for his part—he felt his desire was | 

‘not unreasonable, since there would be some obvious advantage derived | 
_ by the Venezuelan Government while the Proclaimed List.owner of = ss 

the funds would obtain an appreciable advantage only through the : 
increase. in earned income presumably realizable after the War. Dr. _ 

__-Uslar was assured that his:inquiry would be transmitted to Washing+ | 
- tonforcomment.by theappropriateauthorities. © 000s | 

.. The only Venezuelan Government securities now available for such | | 
investment: are two issués/of:short-term (six and nine months) 414% 
Treasury bills, which were:put out some months ago in an aggrégate — 
amount of about. Bs. 9,000,000.: Dr. Uslar stated that the further issue _ 
of similar securities will be authorized by Congress for emission dur- 
ing the current fiscal year. It is in these forthcoming issues that the 
Government would like to place the frozen funds here in question. «-: 

While it seems quite probable that. the Proclaimed List cwners of 
_the frozen funds would welcome the investment of these funds in the 

- Government securities, as the Department suggests in ‘its Airgram No. | 
418 mentioned above, néverthéless it is believed that the Government is | 
justified in its own expressed desire to see these funds more effectively 
immobilized for the duration of the War. eS |
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The Embassy would appreciate the Department’s comment on this: 
_ matter for the benefit of the appropriate Venezuelan authorities. 

Respectfully yours, — — Frank P. Corrican 

831.77/156 Bee = a 

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

No. 45386 oe Garacas, June 19,1943. 
po Received Sune 80. ] 

Sir: I have the honor to report that immediately upon my. return 
| to Caracas the Foreign Minister called me to the Chancellery to dis- 

| cuss the latest developments in the purchase of the Caracas—Valencia. 
Railway. © a 
He handed me a memorandum, copy and translation of which are 

enclosed,*’. in which is incorporated the report of the Venezuelan. 
Minister at Madrid, which states that the Spanish Government. has: 
given full guarantee that the funds obtained from the sale of the Rail-. 
way will be blocked in Spain during the time fixed by the interested. 
parties, and that these funds may be invested in Spanish securities. 
of the type which the Instituto de Moneda, has established for cases of 

-- The Minister informed me that this undertaking on the part of the — 
Spanish Government had been secured after a considerable amount of | 
diplomatic effort and. it was hoped that the arrangement indicated 

| would be satisfactory to the American Government, so that the 
Venezuelan Government might proceed immediately with its plan to: 
make an outright purchase and avoid complications that might arise: 
out of its acquisition by other means. a 
- I then asked him what would be his attitude toward the undesirable: 
personnel, German nationals, who now operate the railroad and he: 

| assured me that all such elements would beeliminated. 2 
~ The ‘Department has. been fully informed by previous despatches: 

and by recent conversations on the subject while the Ambassador was: 
in the Department of the Embassy’s opinion of the actual or potential 

| danger of leaving this strategic stretch of railroad under the control. 
of enemy nationals. Itis hoped that the steps taken by the Venezuelan. 
Government to assure blocking of the funds in Spain will be acceptable 
to the United States Government. ee - 

_ I would appreciate receiving the Department’s early reply to enable 
me to inform Dr. Parra-Pérez promptly thereof. | 
. Respectfully yours, | ts _ Frank P. Corriean 

‘Not printed. OS oo
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831.77/155 | eee 
Lhe Ambassador im Venezuela (Corrigan) to the Secretary of State 

No.4545 005° 0000 Caracas, June 24, 1943. 
ee ge Rg [Received June 29. ] 
- Sir: In view of the interest in expediting action on the question of 
acquisition of the Caracas—Valencia (so called German Railway) ‘by | 
the Venezuelan Government, I have the honor to enclose three copies 
of a memorandum dated May 23 [24], 1948 °* prepared by the Legal 
Attaché of the Embassy. There is also enclosed a copy of'a further 
memorandum dated June 23, 1948, from which it appears that the 
railway is now being operated ata profit. ube aya ad 
- It will be noted from the Legal Attaché’s report’ of May 23, 1943 _ 
and from the joint report enclosed with the Embassy’s despatch no. 
4455 of May 28, 1943 * that of the 80 aliens known to be employed | 
by the railway 26 are nationals of countries at war with the United | 
States. The mere fact of the existence of this nucleus of alien enemies | 
in the railway’s personnel, irrespective of the known individual pro- 
Nazi sentiments set forth concerning certain persons whose activities ! 
are of record in the report cited, is a menace of sufficient importance 

| in itself to justify our Government in taking all possible action to — 
enable the Venezuelan Government to gain title to the railway and 
eliminate this undesirable personnel. In this connection reference is | 
made particularly to my despatch no. 4536 of June 19, 1943 in para- 
graph four of which I recorded the assurance given by the Foreign 
Minister, : oe OE 

Respectfully yours, » 2 Franx P. Corrigan 

831.77/157: Telegram | ee | 
Lhe Ambassador in Venezuela (Corrigan) to the Secretary of State | 

Caracas, July 12, 1943—3 p. m. : 
| | [Received July 18—1: 05 a. m.] 

618. My despatch 4536, June 19, and 4545, June 24, concerning | 
Venezuelan Government’s desire to purchase the Caracas—Valencia : 
railroad. President Medina, this morning, personally expressed to _ 
me his anxiety over the delay in the solution with regard to this rail- F 
way and reiterated that its purchase now would save the Government F 
25 to 30 million bolivars and that the funds in payment would be 
blockedinSpaine iiss Bopp eh beg 
_ Please instruct me urgently by cable, so that I can inform the Presi- | 
dent before he departs on July 17, for a 3 weeks’ visit to Bolivarian 
countries, 

® Not printed.
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831.77/157: Telegram - | | | 

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

ae eo WaAsHINGTON, July 14, 1943—7 p. m.. 

- 486. Your despatch 4536, June 19, and 4545, June 24, and your 

telegram 618, July 12. The Department has just informed the 

| Venezuelan Embassy that it cannot approve the use of United States _ 

facilities to transmit funds to Spain in connection with purchase of | 

German Railroad. Resolution 6, paragraph 4, adopted at the Wash- 

ington Conference contemplates that enemy assets shall be blocked in: 

banks under the jurisdiction of the ‘respective governments of the 

Western Hemisphere, and the Department does not feel that Venezuela 

can appropriately delegate its responsibility for blocking enemy assets 

toa European neutral, > Co oe | 

| For your information, the Department is unwilling to create a prece- 

dent of blocking in European neutral countries; Treasury has indi- 

cated that it will not license the remittance; so substantial an increase 

in Spanish dollar holdings in this country is regarded as disadvantage- 

ous to our preclusive purchasing program since the Spanish are pres- 

ently evincing reluctance to accept dollars in exchange for wolfram _ 

and other commodities purchased in Spain, and it is becoming increas- 

ingly difficult to secure pesetas.°° ee 

- Embassy’s view with reference to security problem has been care- 

fully considered. However, the Department feels that the balance of 

economic warfare advantage lies with rejecting the Venezuelan pro- 

posal. Despatch elaborating the considerations involved and enclos- 

ing copy of note to the Venezuelan Embassy follows. 

You may indicate to President Medina that the Department is at- 

tempting to work out an alternative proposal to make to the Venezuelan 

Government with reference to the transfer of the Railroad that will 

avoid difficulties with respect to any bona fide pre-war Spanish inter- 

ests in the Spanish holding company. | 

831.506/13 a | ne | 

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

No. 4699 or Caracas, August 7, 1943. 

| : | [Received August 12.] 

Sir: I have the honor to refer to the Department’s Circular Instruc- 

| tion of July 1, 1943,1 on the subject of elimination of enemy influence 

® For correspondence on United States efforts to get Spain to embargo wolfram 

to Germany, see vol. 11, pp. 682 ff. 

Not printed. | |
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from: insurance, requesting the Mission’s careful consideration of the 
proposals set out therein and its views thereon, = 
__ Although the Embassy endorses the proposals listed in the Instruc- 

_ tion under reference, a hurried and superficial survey of the insurance | 
situation in Venezuela reveals that few of the objections pointed to by 
these proposals exist in Venezuela. It is recalled that the most offen- 

_ ‘sive condition in the insurance field with regard to our Economic War- 
fare Program was recently settled satisfactorily when Cia. Nacional 
‘Anonima de Seguros “La Previsora”, that reinsured with British 
Companies, cancelled all existing fire insurance policies with Pro-_ 
claimed ‘List: Nationals (See Embassy Despatch No. 4580 dated July = 

1948) Fn ae 
The concrete proposals submitted in the Instruction under reference 

are considered in their respective order, to wit: = 

1: The survey made indicates that in Venezuela there are no insur- 
ance and reinsurance transactions with companies which operate di- 
rectly from enemy territory or with companies in enemy territory 
which operate through agencies inthis hemisphere. ~ 

_ 2: There are no persons or firms in the insurance business in Vene- 
zuela who are. included in the Proclaimed List of Certain Blocked 

_ 8: From the brief survey made, it would appear that the problem | 
‘with neutral European companies does not present itself in Venezuela. | | 
_. 4: This proposal will most nearly meet the problemintheinsurance  — | 

_ field which presents itself in. Venezuela, and the obtaining of under- | 
takings from non-listed companies by which they will agree not. to | 
insure any persons on the Proclaimed List or any property in which ; 
‘such persons have an interest is particularly endorsed, and it might be _ 
‘suggested that the form of Undertaking include the provision to cancel 
all such existing insurance as soon as possible == = 
_ In the dealings recently consummated and reported in Embassy | 
Despatch No. 4580 dated July 7, 19438, by which Cia. Nacional 

_ Anonima de Seguros “La Previsora” cancelled existing fire insurance 
‘policies with Proclaimed List Nationals, it was learned, that by this 
Company’s Policy No. 12926:it had insured a building in Caracas 
belonging to “Hauck” S.A. (PL) for the amount of Bs. 200,000., the 
policy designating the Banco Venezolano de Crédito as beneficiary in : 
view of the fact that.“Hauck” S.A. (PL) had mortgaged the building © 
to this Bank to secure a loan in the amount of the policy. A similar 
problem presented itself in the case of the Policy No. 11462 by which : 

‘a building in Valencia belonging to Giugni y Cia. Sucrs (PL) was | 
insured for Bs, 150,000. which policy names the Banco Industrial de | 
Venezuela as beneficiary, this building having been mortgaged to the ' 
Bank to secure a loan in the amount of the policy. .The Embassy is | 

now giving these problems its study because, although the beneficiary 
in the policy is not a Proclaimed List National, nevertheless in the | 
event of loss, a. Proclaimed List National will benefit indirectly, 

Another problem now receiving the Embassy’s study, which falls 

* Despatch not printed. e Oo Las : oe ae - : woe slg : at -
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in this category, is the matter of trucking companies obtaining floating 
insurance policies from local, insurance companies for. goods shipped 
from point to point within the Republic, particularly goods moving 
between Caracas and Maracaibo, Venezuela, because, in-many in- 
stances; the truckers move goods belonging to Proclaimed’ List Na- 
tionals which are covered by these policies and it-is difficult: for the 
Insurer to have knowledge-thereof...... 0.50 0 jy Sipe tee ee | 
. 5+ It would not appear.that this proposal is applicable to:the insur, : 
ance situation existing in Venezuela, ey 

It is not.anticipated that any additional personnel may be needed 

-to carryout these proposals in’ Venezuelazs (9 st 
; Respectfully yours,” pepe oat oe coe oF FrAnx P. Corrigan 

840.51 Frozen Credits/10811. ee 

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

- The Secretary of State refers to the Embassy’s despatch no. 4502, 
June 19, 1948, with regard'to the investment of blocked ‘accounts in | 
Venezuela in Venezuelan government bonds, and ‘to thé: enclosed 
memorandum of conversation * between officers of the Department and 
Senor Lares‘ of the Venezuelan Embassy. It will.be noted from the 

: memorandum of conversation that various questions were raised with 
Sr. Lares as to the nature of the proposed transaction: ’ It was pointed 

out to Sr. Lares that the Department would be able to express a more 
_ useful opinion on the matter if it knew the purposes the Venezuelan 

Government had in mind in wishing to effect .a-conversion of blocked 
accounts into government bonds, and the exact nature of the proposal. 

_ The Venezuelan Embassy has not approached the Department again 
with reference to this proposal. However, since officials of the 
Venezuelan Government have brought the matter to the attention of 
officers of the Embassy in Caracas, it is believed that it may be appro- | 
priately pointed out that the Treasury Department practice here per- 
mits the investment of blocked accounts in Government securities. 
For the Embassy’s information, it also permits investment in private 
securities listed onthe national stockexchanges. © =... 

In view of the fact that Venezuelan controls-are by no means as 
adequate as those:adopted in this country, the Department does not 
feel that the cases are parallel. -However,:in view of the Treasury 
practice noted above, there seems to be no basis on which this Govern- 
ment can object to the proposal, provided that the principal and any 
interest accruing thereon will remain: éffectively blocked for: the 
duration of the war, 

. * Memorandum not printed. . a - 
* Arturo Lares, Counselor of the Venezuelan Embassy. :
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‘In as much as there would seem to be a definite advantage to the 
owners of specially blocked accounts in investing these accounts in _ 
government sécurities which carry a higher rate of interest, it is sug- 
gested that comment be withheld until the Venezuelan Government 
renews its inquiry, if in the Embassy’s judgment, this is possible. 

TAO. BIIVZA/46 re eS oS 

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

No. 4919) or Caracas, September 28, 1943: 
| os [Received October 2.] 

- Sir: Ihave the honor ‘to refer to my telegram No. 870, September 24, | 
8 p. m.°-reporting’ the protest of the Venezuelan Government against 
the activities of Messrs. Freeman and Andersen in connection with 
Proclaimed List publicity in'the Andean States. A copy of the For- 
eign Office’s memorandum No. 2241, dated September 13, 1948, trans- | 
mitting this protest, is enclosed® for the Department’s information. | 

It will be noted that the chargesmadeare: = : 

1) The Government of Venezuela, has in its possession reports from , 
official sources that in the month of July of the current year, the | 
foreigners Arne Andersen, born in Denmark, and:Alton Vernet Free- | 
man, born in the United States of America, both saying they were | : 
functionaries of the Embassy of the United States of America in | 
Venezuela, went, to the States of Mérida and TAchira where they | visited commercial firms in various localities and carried out investi- 
gations in connection with the so-called “blacklists”, = : 
2) The above-mentioned Messrs. Andersen: and Freeman asked of 

certain merchants, among other information, the presentation of in- 
voices and. business record books and announced to. them that. they 
would be included in the cited “black lists” in the event that they 
carried on commercial dealings with specific German and Italian firms. | 
Intervention was carried to the extreme point of requesting the sup- 
pression of commercial advertising signs which some of the establish- f 
ments:visited were exhibiting, 
The Ministry for Foreign Affairs observes that, in carrying on the _ | activities above described, the foreigners mentioned, attributing false prerogatives to themselves, have infringed stipulations of the Venezue- [ 
lan law. As a consequence, the’ National Government is studying [ 
measures leading tothe punishment of theactssetforth, © =©.° 9° 

_,As stated in my telegram under reference, this. whole matter has been 
given personal study and investigation and I have come to the follow- | 
ing conclusions both as to the facts of the case and the underground 
political pressure.that gave rise to the formal protest received. 

_ Inthe first place, Mr. Freeman of the Embassy undertook this pub- : 
© Not printed, 90 ee a 
*Memorandum not printed. | : 

| |
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licity trip with the full knowledge and consent of the Counselor of Em- 

bassy for Economic Affairs, although the Chancery of the Embassy. 

was not advised thereof nor consulted as to the political desirability of 

such direct investigation. From prior information regarding condi- 

tions in the Andean States and from the results of the investigations __ 

made and the publicity given to the Proclaimed List in consequence of _ 

this trip, however, it is not too much to say that the prosecution of Eco-. 

nomic Warfare in these outlying regions, which have remained the — 

stronghold of German and Italian influence, has become a reality to the | 

commercial interests located there:which, up to now, had been largely 

ignorant or scornful of our efforts in this highly important line of war — 

activity. es | | 

_ From the reports of Mr. Freeman, which I have gone over carefully, 

and from conversations with him in the light of the Venezuelan pro- 

test, it does not appear that he went beyond the scope of his instruc- 

tions. His visit was one of explanation and clarification to those 

friendly firms that, through unawareness of the scope and implica- 

tions of the Proclaimed List, had placed themselves under suspicion: 

it gave publicity to the List and brought to our numerous enemies 

working in the Andean region a clear-cut knowledge that their actions 

were neither unknown nor overlooked.. Bn 

Mr. Freeman carried out his duties with considerable zeal. He 

sought cooperation and received it fully in the vast maj ority of in- 

stances. He states that at no time did he require merchants to show 

their books or invoices and always sought to refuse offers to show them. 

The “suppression of commercial advertising signs”, referred to by the 

Foreign Office, arose from the logical statement to merchants who 

denied dealing in black list products that a “Bayer” sign outside their 

stores gave other implication. The only signs removed or painted out 

were Bayer signs. | — en 7 

With regard to the alleged “false prerogatives”, Mr. Freeman is an 

employee of the: Embassy staff and was traveling under authority of 

the Counselor for Economic Affairs on Embassy business and made it 

publicly known that this was the case. I am convinced that Arne 

Andersen is an innocent victim of his association with Freeman. ~<A 

does not appear that he ever claimed any connection with this Em- 

bassy or the United States Government on his own behalf. True, he 

traveled with Freeman in a car having diplomatic license plates, but | 

his reasons for the trip were of a private business nature and to ac- 

company a friend. We owe him whatever informal support that can 

beproperly given, oe 
As the matter now stands a decree of expulsion has been promul- 

| gated against Andersen and the Foreign Office has informally indi- 

cated that it would be well to transfer Freeman to another post.
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I haveso-far answered the Foreign Office memorandum with a:state- o 
- ment that I am making’a personal’ investigation of the case. I fear 

that the expulsion decree against Andersen will stand since it has al- _ 
ready been published in the Official Gazette. I understand that the — ve 
Danish Legation in Washington is being informed and that they may 
request our good offices in the matter. I should be glad to take up his | 
‘case if instructed to do so by the Department.” - ee | a 

_ Respectfully yours, — RRanK P, Corrigan 

‘881.77/159a : Airgram hae eee oo oes CS | 
The Acting Secretary of State to the Ambassador in Venezuela | ss 

(Corrigan) Coie geet ga TC 

ee ee Wasutneron, October 1, 1943—4: 30 p. m. | 
_A-923. The Department quotes below a telegram, as paraphrased, | 

‘that the American Ambassador. at Madrid, directed to the Depart-. | 
ment as a preliminary reply to its request for information concerning | | 
ithe German-controlled Spanish holding company that owns the Gran — | 
Ferrocarril de Venezuela: cee EE | 

_ “The absence from Madrid of the Venezuelan Minister, officials of | 
the company, and Spanish officials has delayed an answer to your 
£1524 of July 138 Se Maal, PO 

In about 1924 the firm was registered in Spain with a capital of 
21,000,000 pesetas, and ownership of shares is difficult to trace since _ 
they are to bearer. The firm’s general manager is still absent, and ss 
that individual is apparently the only one with any knowledge of the 
shares’ ownership. Ignorance of the bona fide Spanish ownership 
is professed by the vice-president, but he estimates that about one- 
third of the shares are owned by Germans. - a eee 

“It is the opinion of the Secretary of the Venezuelan Legation ° | 
that by the demand of the Venezuelan Government, the ownership : 
of the shares could be ascertained in Venezuela. The Secretary states } 
that the Venezuelan Minister,° who is still absent from Madrid, was } 

_ Informed by the Spanish Government that provided it is agreed to | 
block here for the duration sums owned [owed?] to enemy nationals 
and provided the purchase price is remitted to Spain, there would be | 
no objection on the part of the Spanish Government to the Venezuelan oo 
Government’s purchase of the railroad. I am informed by Huete, 

<{The expulsion decree appears to have remained in force, and on November 18, _ _-: 1948, Ambassador Escalante advised that Freeman was‘persona non grata. Both — i men returned to the United States promptly. Officials of the Division. of the 7 _ American Republics, Foreign Service.Personnel, and the Division of World Trade : Intelligence conferred on the situation and indicated:in a memorandum of con- FE versation of December 1, 1948, that Freeman’s conduct was approved in the-De- | E partment of State, and that. Andersen was blameless. . Freeman was assigned. to 
the Embassy in Panama, February 24, 1944. oe es ee 
*Not printed. 2 2 oe Oo pe if - *Hduardo Marturet. 2 | ER ' 
* Crist6bal Benitez. PSs a AE
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(head of the Spanish Foreign Exchange Institute) who participated 

. in the discussions, that interest in the firm has not been-registered with 

the Institute. by Spanish shareholders... Such registration is provided 

by the law-under which foreign funds of Spanish nationals may be 

acquired by the Spanish Government. _Huete expressed belief that 

incorporation in Spain is probably a device to avoid taxation or other 

disadvantages, that Spanish interest is very small, and that Spanish: 

officers named are dummies. I pointed out that under these circum- 

stances Spain was in effect demanding that funds be sent to Spain: 

by Venezuela to reimburse non-Spanish nationals, if it is insisted by 

Spain that the purchase price be transferred and control be exercised 

over its disposition. It was stated by Huete that the protection of 

bona fide Spanish interests is the only interest of Spain. 

“When the managing director of the firm™ and the Venezuelan 

Minister return to Madrid, further investigations will be made. If 

funds were to be blocked in the United States or in Venezuela, I do. 

not. believe stockholders would agree to the sale of property, in view 

of the hidden interests. I do not believe, on the other hand, that the 

Spanish Government would be seriously perturbed if the property 

were expropriated by the Venezuelan Government and it were agreed. 

by that government to pay a fair price which, after Spanish ownership 

has been revoked, would be distributed to bona fide_ stockholders.. 

Probably for the duration of the war the determination of such. own- 

ership could be delayed. It would probably be insisted by the Span- 

ish Government that payment be effected to Spanish shareholders at. 

the time purchase is effected, and that government would be reluctant. 

to certify concerning ownership on September 1, 1939.” 7 

- The Department would appreciate a prompt reply to the request 

in its instruction no. 2055 of July 31, 1943 * that you comment on the 

Department’s counter-proposal for the elimination of German interests. 

from the Gran Ferrocarril de Venezuela. Any additional informa- 

tion received from Madrid will be immediately directed to you. _ 

ee - PS oe (fuse gi 8 BERLE 

B31.77/162°—— | re 

- -‘The Chargé in Venezuela (Flack) to the Secretary of State 

No. 5049. Caracas, November 8, 1948. 

a ne _..- [Received November 16. ] 

Sm: I have the honor to refer to the Gran Ferrocarril de Venezuela 

(PL) which was included in Supplement 1 to Revision VI of the 
Proclaimed List of Certain Blocked Nationals on October 23, 1948, 

and to review recent developmentsinthiscasee. 

' 1 Qaid to have been'a Dr. Kessler who operated the business from Berlin; 

the railroad, nominally owned by Ferrocarriles Sudamericanos of Madrid, was 

ee Not pein to | have been actually controlled by Disconte Gesellschaft of Berlin.
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After receipt of the Department’s Strictly Confidential Instruction 
No. 2055: dated July 31, 1943, in which the Department detailed the 
considerations leading it to the conclusion that the balance of economic 
warfare advantage lay with rejecting the Venezuelan proposal to pur- 
chase this railroad for funds to.be blocked. in Spain, the subject rail- 
way company has repeatedly been the topic of discussion between Mr. 
Groves, Counselor of Embassy for Economic Affairs, and Dr. Arturo 

Uslar Pietri, Minister of Finance. In August, 1943, Dr. Uslar.ex- 
pressed the personal opinion that.the railroad should be included in 
the Proclaimed List of Certain Blocked Nationals as a step to facili- 

tate action by the Venezuelan Government in forcibly taking over 

and nationalizing the road. However, at that time he. proposed to | 
discuss. the matter with President Medina in order to ascertain the 

latter’s view thereon. _ In early October, 1943, Dr. Uslar was.reminded 
of this matter and expressed, regret that a decision had not yet been | 

reached. and explained that he had discussed the matter in detail. with 
the President but since final decision involved the Foreign Minister 
as well as the President, the return of the Foreign Minister, who was 
temporarily out of the city, must be awaited before final determina- ; 
tion of the matter. Dr. Uslar then stated that he would inform Mr. : 
Groves of the decision,reached withinafewdays. . a ? 

- On October 11, 1948, Mr. Groves called on Dr. Uslar at the latter’s ; 

request and the Minister, after recalling conversations relative to the | 
Railway Company, stated that the road was operating under increas- 
ingly difficult conditions and would have to close entirely, perhaps by 3 

the end of the year, if necessary supplies were not forthcoming. ,, He 
also referred to the legal technicality that the road is ostensibly a : 

Spanish corporation, although he did not know exactly what interest | 
therein is actually Spanish. He then requested that the Company be | 
included in the Proclaimed List as soon as this could be accomplished, | 
and, if possible, that the Venezuelan Government be given advance 2 
notice thereof to permit.it to act simultaneously to take over the rail- 
road and prevent possible sabotage. This request was transmitted 
to the Department by the Embassy’s Telegram No. 927 of October 11, 
1948, 3: P. M4 The Department’s Telegram No. 765 of October 14, 
1943, 10: P. M.*4 advised that the inclusion of the railroad in Supple- E 

ment 1 to Revision VI to the Proclaimed List to be issued October 23, 
1943, had been approved by the Interdepartmental Committee. and : 
authorized that the Venezuelan Authorities be so informed. In com- : 

pliance with this authorization, the Minister of Finance was advised | 
of this action by informal note dated October 16,19438.% = 

18 Instruction No. 2055 not printed. - Oo a ' | | 7 ; - | 
“ Not: printed. Sn RAE 
* Note not printed. ns /
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' Upon receipt of the information contained in Telegram No. 2882 

dated October 7, 1943, from the Embassy at Madrid, quoted in-the 

- Department’s telegram No. 770 dated October 15, 1948, the Embassy 
inquired of Dr. Uslar whether there had been any development that 

might cause the Venezuelan Government to desire a change in the 

plan to announce the listing of the railroad on October 23, (but he 

was not given the suggestions from Madrid conveyed in telegram No. 

770 regarding possibilities of direct purchase.) Dr. Uslar replied that 

he foresaw.no reason to modify. the plan but stated.that he would con- 
fer with President Médina on Wednesday evening (October 20) and 

would inform the Embassy early Thursday morning whether any 

change was desired. | oe a - 

On Wednesday evening, October 20, 1943, Dr. Uslar telephoned 
Mr. Groves to say that he had discussed the matter with the President 

and if it was still possible, and not too disturbing, they would like to 
have the publication date postponed four or five days, explaining that 

| there was a difference of opinion among the Venezuelan Government: 
lawyers on certain legal points which they would like to clear up in 
the meantime. Mr. Groves stated that he would telephone Washing- 
ton for a decision early on Thursday morning, (October 21). and.ex- 

pected:-to haye,an answer, forthe;Minister-by-noon.--A telephone.calt 
to Mr. Francis H. Russell, Chief of Division, World Trade Intel- 
ligence, Washington, was completed at 11:30 A.M., October 21, when 

Mr. Russell advised that the time was now too short. to cancel arrange- 
ments for publication on Saturday, October 23, and this was com- 

municated to Dr. Uslar by telephone immediately. Dr. Uslardid not 
seem surprised at the information and, after expressing appreciation, 

stated that he would advise the President of this fact early in the 

afternoon, and would telephone again later in the afternoon if there 
were any further developments. : ao — 

On fhursday evening, October 21, Dr. Uslar again telephoned Mr. 

_ Groves to say that,it was of great importance to the Venezuelan Gov- 
| ernment to have the publication of the German Railroad listing de- 

ferred, if at all possible, for several days. He was reminded of the 

negative answer on this point received in the telephone conversation 

‘with Mr. Russell earlier in the day, but Mr. Groves offered to make one 

| further last minute effort in another telephone call to Washington the 

next day. The morning of October 22, 1943, Mr. Groves again talked 
with Mr. Russell by telephone and explained Dr. Uslar’s urgent re- 
‘quest. Mr. Russell stated with more emphasis that it was then im- 

possible to stop publication on October 23... This answer was com- 
---_nunicated at once by teléphone to Dr. Uslar who-again indicated no 

surprise and expressed thanks fortheeffort. == 

8 Not printed. a :
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~~ On Saturday, October 23, the three Ministries concerned, by Resolu- 

tion published in the Gaceta Oficial, No. 21.237, subjected the railroad 

- to the provisions of article 4 of the Executive Decree of December 11, | 

1941, and to paragraph a) of article 3.of the Decree of December 16, 

1941, which in effect blocked bank accounts of the railroad and placed 

it under the Venezuelan interventor system. A copy of this Resolu- 

tion with translation is transmitted herewith.** (It is understood that 

the railroad now has on deposit-in Venezuelan Banks approximately 

On October 26 Mr. Groves called on Dr. Uslar by appointment to 
ascertain what steps the Venezuelan Government proposed to take | | 

- Jooking to the nationalization. of the railroad and the elimination of 
the undesirable elements now connected with it. Dr. Uslar explained 
that although there were several legal possibilities for attaining the 

objective, the President of the Republic had decided the procedure 

should be that the oil companies should not furnish any additional fuel 

to the railroad for the present; its present supply would be exhausted 

oe in about two weeks, at which time it would be obliged to cease opera- 

tions, and under its franchise would then forfeit all rights and could 

“A ately advised—at the request of Dr. Uslar—that they would not be 

licensed to furnish petroleum products to the Gran Ferrocarril de 

| | Venezuela, er re hig Bae 2 gage o 
| _. . The Embassy now awaits developments under this procedure and is | 

H presently making a thorough study of all personnel connected with the 

| railway, so that when the occasion presents itself, it will be in a posi- 

1 tion to inform the Venezuelan Government as to which of those per- 

gong connected with the railway company are considered undesirable. 

The Department will be kept informed of further developments. _ 

881.77/160: Telegrain > SEHME CLO 98, Wo. eo RE SCE ga 

‘The Chargé in Venezuela (Flack) to the Secretary of State 

UG Caracas, November 14, 1943. : 
| We [Received November 14—7 : 23 p.m.] _ 

1060. By executive decree dated November 13th, 1943, federal execu- 

| tive order expropriation of Gran Ferrocarril de Venezuela pursuant | 

; to decree of November, 9th, 1948, immediate possession, was taken of 
| railroad and operation‘of same.place under Ministry of Public Works. 

| Decree contemplates indemnization based upon opinion of experts and 

to in accordance with existing law. ae soe 

| | ** Not. printed. | | ee |
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. Urgently recommend. deletion *" of railway company in supplement 
tobe published November20.. 0 023 

811.51/6274: Airgram a Mts - PPPS tiled: aa : oy oe ci o “ wl. a - 

The Secretary of State to the Ambassador in Venezuela (Corrigan) 
ee os S Weaserrneton, Deceniber31,1943-3:20pim. 

A-1095. Reference your telegram no. 880, September 27,8 p.'m., and 
despatch nos. 4238, April 5 and 4880, September 28,* concerning __ 
Venezuelan decree no. 152 of July 3,1942 and the amendment thereto 
authorizing the Asociaciot’ Norte Americana de-Venezuela to convert : 
United States currency, in'‘compliarice with*Articles VI and VIIT of 
the decree, on behalf of members of the Amnerivan-Arméd Forces 
- Treasury states that it does not ‘anticipate'any undue delays in the 
release of such dollar ‘currency sent-to'the United States*for:collection _ 
by the Banco Central provided that (1) the Embassy is satisfied with ; 
respect to the reliability of the Asociacion “Norté ‘Americana de 
Venezuela, (2) the amounts of such’éurrency will continue'td approxi- 
mate those amounts previously purchased from members'of the Ameri- 
can Armed Forces ‘and sent to the United States for collectionjand (3) 
such shipments are accompanied-by the Embassy’s ‘certification stating , 
that the currency forwarded for collection-was aéquitred by:the Asocia- | 
cion Norte Americana de Venezuela solely from members of the United | 
States Arnied Forces‘ who in transit through’ Venezuela did not have 

AGREEMENT BETWEEN THE UNITED STATES AND VENEZUELA'RE- 
 GARDING THE HEALTH AND SANITATION PROGRAM, EFFECTED BY 
EXCHANGE OF NOTES, SIGNED AT CARACAS, FEBRUARY 18, 1943 

[For text of notes, see Department of State Executive Agreement 

Series No..348, or 57 Stat.(pt.2) 1126] =. 

“From the Proclaimed List. | | | “Noneprinted, Oe
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Acheson, Dean, 216, 476-478, 484485, | Brazil, 756, 817 : | 
522-523, 562-563, 818 Brett, Gen. George H., 9-10, 311n, 312, : American Cyanamid Co., 477, 478, 485, — -842n, 342, 642n : 
487-491, 496-508 , | Brown, Courtney, 166, 173, 193 | : Amezaga, Juan José, 777n, 784, 786, 790, | Brown, Harry F583, 535, 547, 549, 563, | | (90-791 46n, 46-47, 47-48, 51.|. 06% 568-569 | ras oe ea so 46m, 46-47, 47-48, 51-| Bustamante, R. Arturo, 312-318, 314, | 

Argafia, Luis A., 673, 674, 676, 686, 691- 314-315, 319, 336, 337, 338, 339, 339- | 
— 696 passim, 708n, 707, 708, 709 B 340, ee P yi : 

Argentina: Relations with Peru, 713, | VYTBeS, James F., 434, 435, 436, 562 | | 
18, 729-780; trade agreement with . 

| Dora Cita, 707, 708-709: ‘trade| Cabot, John Moors, 309-310, 314-315, 
agreement with United States, | 330-331, 337, 339-340 , 
cited, 701, 701n, 705 _ 7 Calderén Guardia, Rafaél Angel, 98, : 

Arroyo del Rio, Carlos A., 288n, 288-304 98n, 122, 127, 182 | | passim ee | | Carias Andino, Tiburcio, 373n, 375 | Australia, 717, 718, 719 — Casanova, José Manuel, 165, 167-168, | Avila Camacho, Gen. Manuel, 397, 413- 195 . | 
414, £15, 417, 427, 433, 434, 470-471,| Castillo Najera, Francisco, 396, 402n, 
510, 511, 515-516, 589-540, 562, 570, 402-403, 411n, 417, 593n; 630 
611, 612, 613, 614 Chile, 716, 717-718, 740, 741-742 : 

Barber, Willard, 139n, 187n, 268-270 Come or Gate ee (inate) | Batista y Zaldivar, Fulgencio, 135, 152-| ~ transa ctions: U.S urch a £ cof- 
158, 158, 154, 156n, 168, 187, 199 ‘oP Se OF COL” : 190, » L04, ’ ’ ? , fee; and under Guatemala and F 246-247, 250. | | | : f Berle, Adolf A., Jr., 486-437 Con venemuela. G. 286. 692. | | 

Bernstein, BH. M., 248-244, 244 oaco, Amilo G., 336, 692, 695 — Biddle, Francis, 132-134 Colombia, 1-90 ee 
Board of Economic Warfare (BEW),| Adherence to United Nations Dec- 

30, 31, 69, 94, 96, 214, 217, 219, 225, laration of Jan. 1, 1942, 8n, 3-4, 
227, 228, 230, 234, 234n, 381, 477, 7, 8, 11-12, 12-14 | 
478, 502, 505, 506, 507, 722n, 735, Agricultural plan, financial assist- ) 
738, 742, 804, 805n | ance by United States in connec- | : 

Bonsal, Philip W., interest in U.S. re tion with. See Export-Import | 
lations with Colombia, 73-75 ; Cuba, Bank loan, infra. | 
(154-155, 164, 170-1738, 182-184, 190, American Protestant missions in Co-. 

| 210, 258; Ecuador, 291-292; El Sal- lombia, discussions by American | 
| vador, 308-309; Mexico, 410, 414, Ambassador with Colombian 

430-4382, 4383, 446-448, 460-462, 571- - church and government officials . 
575, 575; Panama, 656-659, 664, concerning hostility toward, 80- | 
665-666 - : : 90 | - | 

*In indexing persons the intention has been to include all references to persons 
, of significance for an understanding of the record, with the following exceptions: | 

(1) The name of the Secretary of State or the Acting Secretary of State ap- | E 
pearing as the signer of outgoing instructions unless there is a clear indication | | | 
of the Secretary’s or Acting Secretary’s personal interest; (2). the name of an L 
American officer in charge of a mission appearing as the signer of reports to the | 
Department of State, except for personal items; (3) the names of. persons to | 
whom documents are addressed. 7 | - | | 

Persons are not identified by office in the index, but usually where a person | 
is first mentioned in any section a footnote identification is given unless that 
person is identified in the text. | | | 

| — 857
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Colombia—Continued a Colombia—Continued 
Export-Import Bank loan for agri- State of belligerency with Germany, 

cultural purposes, negotiation of, entry into—Continued 

69-80 : Colombian action and explanation 

Financial transactions involving the of policy, 1, 2-5, 5-6, 8-9; offi- 
Axis, efforts of United States and cial communiqué and Senate 

Colombian Governments to con- ~  yesolution, 10-11 | 

trol, 44-69 Plans for Colombian cooperation 

Drug and chemical firms, question with United States in war ef- | 

of replacement of Axis in- fort, 9-10 . | 
terests in, 61, 61-67 | Publie reaction, 6-7 | 

Economie Defense Plan. See Status of Axis nationals, 3, 4 : 

. Enemy property, etc., infra. U.S. position, 7. 

Enemy property and assets, eco- Strategic materials, arrangements to 

~. nomic and financial control of: procure for United States, 14-37 

Enactment by Colombian Con- Air-rubber agreement with Defense 

gress of comprehensive legis- Supplies Corp., negotiations 
lation concerning, 49-50; liqui- for, and signature Dec. 27, 20, 
dation or nationalization of 29-30, 33-37 : 

Axis enterprises, 55, 57; trans- Overall strategic materials pro- 
actions in dollar currency, 5%¢- gram (see also Rubber pur- 

58, 69 a chase agreement, infra): Ne- 
Insurance business, elimination of gotiations regarding exporta- 

Axis influence from, 58-61 tion of materials to United 

Interventor system, administration States, leading to exchange 

of (see also Proclaimed List, of notes Mar. 29, 15, 20-21, , 

infra), 44-47 29, 30-88; draft note, 15-16 
Italian firms in Colombia, question| | Rubber purchase agreement with 

| of easing of restrictions as re- Rubber Reserve Co.: Discus- 

ame developments in Europe, sions regarding revised operat- 

Proclaimed List, U.S.-Colombian me arene oe iets oe. 

discussions regarding adminis- “20; Grait note, 10-10, ex 

| tration of, 44-49, 56-57; estab- _ change of notes Feb. 2, 26-28 

| lishment of Colombian consult- Tire plant in Colombia, Colombian 
ative commission in connection desire for U.S. construction of, 

with, proposed, 45, 46, 50-51, 18-19, 24-25, 28 | 

52-54 Commodity Credit Corporation (CCC) : 

Vatican interest in Banco de Agreements regarding purchase of 

| Francés e Italiano, 51-52, 55- certain Cuban crops. See Cuba: — 

56 : Agricultural diversification pro- 

Germany, relations with. See State gram: Corn and _ beans; and 

of belligerency, etc., infra. Cuba: Sugar crops of 1943 and 
Italian tankers requisitioned by Co- 1944. - : 

lombia, negotiations leading to|  yyiscellaneous, 213, 217, 817, 818 

- U.S. purchase of, 37-43; sig- _ , , , , . 
‘nature of contract July 30, 43n Compafifa Bananera_ de Costa Rica, | 

Naval Mission agreement with United 129-132, 133 : , 

States continuing in effect the| Concheso, Aurelio F., 172n, 172, 173, 

agreement of Nov. 238, 1938, 232-233 — | 

effected by exchange of notes, | Cooke, Morris L., 585, 586, 588, 589, 590, 

July 28 and Aug. 7, citation to 591 i i 

text, 14 Costa Rica, 91-134 | 

Rubber. See under Strategic ma- Agreements with United States: 

terials, infra. Cooperative rubber investigations 

State of belligerency with Germany, in Costa Rica, supplementary 

- entry into, 1-14 agreement effected by ex- 

Adherence to United Nations Dec- change of notes Apr. 3, and 

| laration subsequent to, 3n, 3-4, agreement continuing in force 

%, 8, 11-12, 12-14 the original agreement as 

Attack on and sinking of Colom- amended, effected by exchange 

bian schooner Ruby by German of notes June 21 and July 1, 

submarine, 1-2, 4, 5, 6, 7, 12  gitation to texts, 91
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Costa Rica—Continued  |Cuba—Continued | | 
Agreements, etc.—Continued Agricultural diversification—Con. | 

| Hstablishment of a cinchona plan-| Consideration of, and Cuban atti- | 

oo | | tween Defense Supplies Cor- | Corn and beans, Commodity vrea ; 

poration and Costa Rican| orp. agreemen to purchase 

Government, discussions con- | _ entire surplus from 1943 plant- | 
cerning and signature Mar. 12, he oe 223-224, 224, 225-227, 230- | ; 
94-100 | | | | 231 | | | 

. Financial transactions involving the Dehydrating plants for vegetables, | 
_ Axis, cooperative efforts to con- establishment of, 228-229, 231- 

po trol, 100-123 _ oo 986 os : | 

_ Coffee, purchase by United States.| = farm machinery from United 
See U.S. purchase, etc., infra. : States, 229. 238-239 | : 

Foreign funds control: | | ates, . . . 
Blocking of Italian funds held by Peanut production, discussions re- | 

.. Spanish Minister in Costa] | garding increase of, 223, 224, | 
cas Rica, discussions concerning, | _ 227-228, 231, 237; Commodity 

ee - 100-102, 103, 105-106, 107—| - Credit Corporation contract to 
| 109, 110-116; campaign of| — purchase export surplus, 237 _ | 

| Proclaimed List Italians for} 4 merican-owned sugar mill destroyed : 
os deletion from List, 121-122 : | 

| Freezin ntrols a oth by fire, U.S. representations re- 

ne w uutes, re meric an Em. . garding Cuban intervention to : 

bassy report for the month| _. compel restoration of, 197-211 | 
oo of October, 119-122 Financial assistance by United States | 

’ Proclaimed List: Control of Pro-| —s-_ (se, also Agricultural diversi- 
. @laimed List nationals in Costa fication program, supra), 240- : 

- Rica, summary of regulations, | — _ 259 . 
. 104—105 ; procedures and poli- Central Bank, consultation be- 

~~ - 419, 122-123; Proclaimed List regarding establishment of, 
Italians, campaign for deletion;  . - 243-244. a . 7 

. .. from List, 121-122 . | Cuban defense projects, 242-243 
| a ‘US. purchase of coffee. from ex- $25,000,000 credit by Export-Im- 

| propriated Axis property, ef-| = = = port Bank (see also Public _ 
orts to ormulate and enforce works program, infra) : - 

a policy concerning (see also s . : 
Proclaimed List, supra), 102- eae pee oon any 

, ' 103, 103-104, .107 _ | | | ’ 246, 22(—a0U; Il 

Gasoline imports outside the petro- of projects approved, 257 , 
| leum pool quota, U.S. position | Proceeds from taxes for service 

- - regarding, 91-94 . ee of, 258-259 : , 
Gold clause eases in Costa Rican Lend-Lease funds, question of | \ 

| _ courts, interest of Department utilization of, 240, 241, 247- | 
of State in principles involved in| . 248 a 

| litigation of, 123-134 . . pS 
. Quinine. See Agreements with Public works program (see also | 

"United States: Establishment of| _-—=—=—- $25,000,000 credit, supra), sta- | 
a cinchona plantation, supra. tus and further developments, | | 

Crowley, Leo T., 498n, 498-499, 499, 501, | 240-241, 245-258 hos | 
5038n, 505n, 505-530 passim. Hemisphere defense, cooperation with 

Cuba, 135-279 SO ' - United States regarding certain | | 
| Agreements with United States: ‘military measures for, 135-151 

Military and naval cooperation - Aids. to navigation in Cuban har- , 
: agreement See under Hemi-| bors, Cuban consent to U.S. 

Military service agrocment ef , installation of, 142-148 
os fected by exchange of notes - Censors hip of the mails and other | 

Nov. 6, 1942, Jan. 9 and Feb. |. communications, discussions 

. 2, 1943, citation to text, 151 concerning: allocation of U.S. 

Agricultural diversification program,}| . .—S«- funds for, 146-147, 148-149, | 
U.S. assistance regarding, 223- 150-151 - : 

| 239 oo _ Creation of security areas, 145
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Cuba—Continued Cuba—Continued 
Hemisphere defense, cooperation with Taxation of U.S. Government agen- 

United States—Continued cies in—Continued . 
Military and naval cooperation Situation with respect to—Con. 

agreement: | War Shipping Administration, 
Approval of, and signature of 259-262, 268-273, 274-275, 

supplementary agreement 201-278. 
. Feb. 1, 135-186; text of | Cuban-American Sugar Co., 197, 198 

signed agreement, 136-138 - 
Consideration of an additional | Dasso, David, 745-756 passim 

agreement, 139-142, 143-145, | Defense Supplies Corporation, 20n, 29- 
147-148, 149-150 30, 33-37, 94-100, 273-275, 277, | 

Military jurisdiction over mem- 277, 278, 284n, 285, 288, 295, 
bers of U.S. armed forees, dis- 296, 297, 298, 712 : 

cussions concerning, 141 143-| Del Rio Canedo, Francisco, 434, 487, 
_ 144, 146 ; 438, 441-442, 444, 447 

Price stabilization, U.S. efforts to aid | pominican Republic, 280-283 

Cuba in, 211-2220 . Agreements with United States: 
Sugar crops of 1943 and 1944, dis- Health and sanitation program 

cussions and agreements with agreement providing for ef. 
United States relating to, 151- fected by exchange of notes 

| 185 June 19 and July 7, 283 
Agreement of Apr. 3 for U.S. pur- U.S. Naval Mission to Dominican 

: chase of 1943 crop: Discus- Republic, agreement signed 
gions leading to, 151-165, 166n ; Jan. 25, 280 | 

aaeae, 165. 166, eee pur US. purchase of exportable sur- 
, pluses of rice, corn, and pea- 

Agreement of Sept. 22 for US. pur- nut meal, agreement approving 

| chase of 1944 crop: Discus- memorandum of understanding 
_ sions in Habana, 166-170; dated May 20, effected by ex- 

| negotiations with Cuban Com- change of notes June 10, 280 

170-176 in Washington. 162, Axis properties in Dominican Repub- _ 
Mi “iO; notes to uban lic, U.S. interest in disposition 

inister of State regarding, of. 280-283 

107-179 a, . Duggan, Laurence, interest in U.S. re- 
Insurance of crops, discussions con- | — lations with Colombia, 69, 73, 76: 

are ermins, 180-197 Cuba, 151-152, 153, 158-159; Mexi- : 
| een ectaas raastrial alcohol, | co, 414n, 501-502, 502, 503, 504, 592- 

iscussions concerning possible , , , ; 
U.S. purchase of, 176-177, 180- Oe Gone Paw Oe poe 604 oe | 
181, 182-184, 185 » Paraguay, Qvo-ouk; Peru, 

. Proposal of Mexican Government 739, 740 . . 
in conjunction with Pepsi Cola oe 
Co. to purchase 100,000 tons of | East, Julio L., 712-718, 714, 717, 728, 
refined sugar, and U.S. posi- T35n, 735-743 passim, TAT, T49, 750, 

sf | tion regarding, 181-182, 184~ 750n, 758, 754, 757, 758 
185 . Echandi, Alberto, 116, 121, 122 

- Taxation of U.S. Government agen- | Ecuador, 284-307 __ 
cies in Cuba, U.S. representations Agreement with United States de- 

| to Cuban Government, and Cu- tailing a U.S. military officer to — 
ban position, 259-279 serve as technical director of 

All U.S. Government undertakings Eloy Alfaro Military College of 
in Cuba, U.S. requests for ex- Ecuador, signed Sept. 13, 284 

emption, and Cuban position,| Financial assistance by United 
259-262, 263-264, 270-271, 275-— States: | 

207 | | Agricultural development, question 
| Legal basis for U.S. position, and of $10,000,000 additional U.S. 

comments by U.S. officials re- credit for, 291-293 

. garding, 263, 264-270 Pan American Highway, Export-— 
7 Situation with respect to— Import Bank credits for financ- 

Defense Supplies Corp., 273-275, ing of, 295, 299-300 
Oo 277, 27%n, 278 Financial transactions involving the 

Metals Reserve Co., 261, 264, 277, Axis, efforts of U.S. and Ecua- 
278-279 . doran Governments to control, 

Nicaro Nickel Co., 260, 261, 264 304-307 |
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Eeuador—Continued EF] Salvador—Continued : 
Pan American Highway, Export-Im-| U.S. Department of State’s opposition 

port Bank credits for financing to requested sale of machine 

| of, 295, 299-300 . guns to Hl Salvador, 308-312 , 
Rubber production. See Rubber pur- | Escalante, Carlos M., 92, 93, 101n, 101, | 

chase agreement under Strategic 106” | 
| materials, ete., infra. Esculies, Francisco, 698n, 699, 700, 701, 

Strategic materials, arrangements to} 703 : 

7 procure for United States: | Espinoza, Rogelio, 692, 693, 694, 695, 
Balsa purchase program, 287-288 702n, 702, 708, 708-709, 710 

- Cinchona bark, U.S. purchase of. | Export-Import Bank, loans and credits 

 . See Quinine agreement, infra. to various countries : | 
Quinine agreement of Feb. 23, ne-| Colombia, negotiation of loan for — | 

gotiations for, 284-285, 287, agricultural purposes, 69-80 7 

287n, 291; difficulties in execu-| Cuba. See $25,000,000 credit wnder | 

tion of provisions of, 295-299 Cuba: Financial assistance. 
Rubber Development Corporation: | Ecuador, credits for financing of Pan | 

Activities in connection with American Highway, 299-3800 _ 
utilization of rubber develop-| Honduras, loan contract, 364, 870-872 
ment fund, 290, 293-295, 301-| Paraguay, program for utilization of 
802, 303; reorganization of, $3,000,000 loan, 692-697 | 

300-301, 302-3038, 304 Uruguay. See wnder Uruguay. 
Rubber purchase agreement of 

July 20, 1942, problems in im-| Fabrega, Octavio, 647, 654-655, 660-668 
| plementation of, 286-287, 288- passim | . 

290, 293-295 - Foreign Bondholders Protective Coun- | 

Ecuadoran Development Corporation, ceil, Ine, 334, 3836-341, 745-757 | 

284-285, 291, 292-293 passim 
Edgerton, Gen. Glenn H., 648n, 650-669 

passim | Garfias, Valentin, 418, 418-419, 511, 524 

Bl Salvador, 308-341 -|Germany. See Colombia: State of bel- | 

Agreements with United States: | ligerency with Germany. : 
‘Application of United States Selec- | Giorgi, Luis, 762-763, 764, 765, 766, 791 

tive Service Act of 1940, as| Godoy, Enrique, 187-196 passim | 

amended, to Salvadoran citi-| GOmez, Marte, 443n, 443, 445, 611, 612, 
zens residing in United States, 627 : | 
agreement. by exchange of | Gonzalez Fernandez, Alberto, 19”, 19, 

notes Apr. 8 and May 14 and 26-28, 31n, 32-33 | 
31,308 ~ | Grace & Company, 712n, 714, 715 

| U.S. military officer to serve as di-| Guani, Alberto, 762-763, 764, 765, 766, 

: rector of the military school 777, 783, 785, 788, 789, 791 

and of the military academy | Guatemala, 342-361 | 
of El Salvador: Agreement by Axis properties, U.S. interest in dis- _ 

| | exchange of notes Mar. 25, ex- position of. See Coffee, etc., | 

tending agreement of Mar. 27, infra. | | | 

| 1941, 8308; agreement contract-| Coffee produced on Proclaimed List 
| ing for the detail of an officer, plantations, question of disposi- 

signed May 21, 308 | tion of 1942-43 crop, and pro- 
Axis properties in El Salvador, U.S. posed expropriation of proper- 

interest in disposition of, 324— ties, 346-354, 355-359; U.S. War 
: 328 | : Department contract for pur- . 

Economie: Mission to United States. chase of Proclaimed List coffee 
See Loan contract of 1922, and for Army needs, 354-355, 359-361 

a Petroleum, etc., infra. U.S. defense installations in Puerto ~ : 
Loan contract of 1922, informal as- Barrios, transfer to Guatemalan 

sistance by Department of State Government, and replacement of 
| : to representatives of holders of certain U.S. forces by Guate- 

Salvadoran bonds under, 329- malan troops, 342-345 
341; Salvadoran plan for settle- U.S. military officer to serve as direc- 

7 ment. of debt problem, and favor- tor of the Polytechnic School 
able attitude of Foreign Bond- of Guatemala, agreement with 

; , holders Protective Council, 334— United States concerning, July 
341 : 17, 346 a 

| Petroleum, U.S. efforts to adjust El | Gutiérrez Mangel, Francisco de Paula, 
| Salvador’s allotment, 312-824 114-115, 115-116,126 |



862 | | INDEX 

Habana Foreign Ministers’ Conference | Inter-American Conference on Systenis 
(1940), resolutions cited, 4n, 15, of Economie and Financial Control 

| 20, 26 : (Washington, 1942), resolutions 

Hackworth, Green H., 590-592, 608-610, cited, 101, 103, 108, 110, 111, 115, 
618-619 | 305, 346-347, 353n, 509, 633, 635- 

| Haiti, supplementary agreement with 57 78, 780-182 “300 Bo od 98 United States respecting finances, 934 ? iin aa 
continuing in force certain pro-| titer American Highway. See under visions of the agreement of Sept. | ~ Honduras; see also Pan American 

| — 80, 1942, 362 a Highway. | 
Hawkins, Harry C., 702-703 | Irisarri, José Miguel, 260n, 260, 261, 262, | 
Hemisphere defense. See under Cuba; 276n no 

_ gee also Defense under Mexico, | Italy (see also Costa Rica: Financial 
Paraguay, and Venezuela. — transactions: Foreign funds con- 

Honduras, 363-395 trol) : eg 
Currency shortage in Honduras, U.8.| Colombia: Italian arms on Colom: 

cooperative efforts to relieve, pes on, aan Italian tankers 
Anne 895 : requisitioned by Colombia, U.S. xis operations, control of, 376- purchase of, 87-43 

. 377, 877, 381, 382, 384 Peru, remittances to Peruvian citi- 
Controls with respect to dollar zens in Italy, 724, 725 | 

circulation: Developments in | a 
connection with, summary, | Japan, 720, 721, 723, 733 | 

— 872-377: cts - | oe eT a Honduran conten Keiser, David, 198-199, 199, 200, 200n, 
and possible modification of K ma a McK. 311311 312 | controls, 377-382, 8388-385, 395—| 927 AVG MCs Obl, obt~ | ~ . 886 | . : : | Effect of currency shortage on con- |“ ena Albert F., 18, 19, 20, 80, 36, 

, struction of Inter-American Lawson, Lawrence M., 601n, 604, 608, 
Highway, 385, 386, 394 610, 615-623 passim, 629 Gold, question of utilization of, | Lend-Lease: , _ 386-387, 8388 Cuba, 240, 241, 247-248 _ | Silver coins, use for internal cir- Paraguay, 670-672 | 
culation, 385, 386, 387-888, Venezuela. See under Venezuela: 

. 388-389, 393-395 - Agreements with United States. 
Visit of U.S. technical financial mis- | Livesey, Frederick, 757-758 

Sion to Honduras to study | Lleras Camargo, Alberto, 76, 85n, 85 
monetary system and credit | Lépez, Alfonso, 1n, 2n, 13, 14, 20-21, 

| needs, 383, 389-890; report and 29, 31, 46, 47, 67, 71-72,.78, 77, 82n, 
recommendations, 390-393 84-85, 87 eee | Export-Import Bank loan (1942), 364, | Lopez Castro, Amadeo, 164-177 pas- 

. 370-372 sim, 196, 199, 200n, 202, 223, 226, 
_ Inter-American Highway, discussions eee 231-282, 2387246 passim, 251- 

fees an walver of consular Lépez Pumarejo, Miguel, 18, 20-21, 52, | ees oa upplies for, 363-372; 69, 70-78 passim 
effects of currency shortage on aan e | construction of, 885, 386, 394 Lowry ee” 286, 289, 290, 298, : 

Plantation rubber investigations, Lozano y Lozano, Carlos, 2n, 2, 3-5, 8-9 agreement with United States 11.1213 er 
_ continuing in force agreement of ° Oo tae! 

Feb. 28, 1941, by exchange of | wacLean, William G., 545-546, 556-557, 
| notes June 18 and 28, 1943, 372 558-560, 567-569, 577-578, 585n 

Hull, Cordell, 505-506 | Mafias, Arturo, 164, 166-167, 167-168, 
7 . 174, 175, 198, 199, 200n, 200, 201, 

| Ickes, Harold L., 455, 459, 460-462 207-208, 210 
Illingworth, Vicente, 286, 289, 291, 294, | Martinez, Gen. Maximiliano H., 310, 

295, 300, 306 325, 326, 327, 328, 339 
Inter-American Coffee Agreement, cited, | Martinez Saenz, Joaquin, 166, 167, 227n, 

332, 358-359 — 230-231, 237 |
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| Martinez-Viademonte, José A., 1386n, | Mexico—Continued oe / 

. 141n, 1638 Axis influence in Mexican firms, ef- | 

McGurk, J. F., 551-552, 558, 559, 608, forts by U.S. and Mexican Gov- | 
: 620-621, 626, 629 | ernments to eliminate, 476-530 | 
McNutt, Paul ve oe oo 573, 5738n,| Proclaimed List controls, question 

874-575, 576, 578, 57 | of successful execution of 
| Medina Angarita, Isaias, 800, 809, 810- - program, and U.S. assistance 

812, 813, 843, 853 | in (see also Reorganization, : 

Mejia, Francisco Alfredo, 312n, 314, 318, ete., infra) : 
321 , Actions by Mexican Government, 

Meltzer, Bernard D., 502-505, 506-508, and informal conferences 

| — -§28-52400— | between U.S. Embassy and 
Mendoza, Eugenio, 801n, 801, 802-8038, | Foreign Office, 476-483, 486— 

| 809n, 810 | | 487, 491-495, d1l-512, 514- 

Metals Reserve Co., 145n, 261, 262, 264, _ 515 | 
277, 278-279, 805-806; overall ‘Pinancial ang ited States, auos. 
agreement with Peru, signed Jul oe Uni LES, So TP a5 744 my ee Y tion of, 478, 484-485, 496- | 

Mexico, 390-631 oor le OS aevelooment 
Agreements with United States: corganezation Ge ! oye hemical 
Agricultural and other workers, of former German cfhemica | 

| agreements regarding. See Mi- _ and pharmaceutical firms in 
- gration, ete., infra. O wetine D | A . C id 

Expropriated petroleum properties, a cmp a DLopose a vontract | 

agreement regarding payment ; an Me Prop G t 

for, by exchange of notes} | with Mexican “sovermmen | 

: was oe aw we | 496-497, 498, 499-508 

| Military Service due by ie ie 4 h E a Plan of Alien Property Custodian 
| other “agreement of ran OOS to assist in development of 

. ve Sr | . Mexican drug and chemical 
a ane citation to text, 402, industry: Discussions and 

dations, 498-499, 
' Mutual. aid in the prosecution of | 499-501, 505-506, 508-509, 

the war, agreement regarding | 510-511, 513-514; exchange 
| principles applying to, text and of letters between President 

exchange of notes Mar. 18, 39%- Roosevelt. and President 

402 Avila Camacho, _ 509-510, 

_ °* Weather stations in Mexico, co-| _ 515-516; visit of Assistant 
, operative program for, agree- . , ‘to Alien Property Custodian 

os ment by exchange of notes to Mexico, and developments 
. Afar 12 a Statin leading to exchange of notes © 

| ‘ Oo ea June dt, citation | | ‘between the two Govern- 

. , - ments, 518-530 
. Amer\cae Woe itidine tp Moxino. _ Colorado and Rio Grande Rivers, ne- 

: ——- 4og-449 DIO! & ,  gotiation of an agreement with 

| Mexican request for wheat, and United States on division of the 

eo . , waters of, 592-630 | 

© atecuslons comcemming GrpeR| Colorado River (see also Proposed : tae one - water treaty, infra): Infor- 
| oe tao ato ot . Agriculture, | mal conversations in Mexico, | 

Release of U.S. Government owned| = a ROG cen owe e17-619 G20 : 
| or controlled corn to relieve “Mexican — memorandum of 

culties involved, 432-433, 436- : comments ae etee i oO Oeee - 

7 487 texieo and or on crisis discussions concerning, 611- 
jem 133-435, 439-4 40: DrOD- 617; question of arbitration, , 

- table meal from Mexico in Oo US pre eee ard ether cations _ | rad .8. proposal and other actions | 
7 7 exchange for corn, discussions a taken at § Santa Fe meeting of | 

| - concerning, 437-439, 441-442,) Colorado Basin States, 608- 
442-449 oe - 610,. 618, 628 a 

| |
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Mexico—Continued , Oo . Mexico—Continued 
Colorado and Rio Grande Rivers, ne- Migration of agricultural and other 

gotiation, ete.—Continued workers—Continued 
Proposed water treaty: Negotia- Agreement of Aug. 4,. 1942, concern- . 

tions, and _ difficulties  en- ing agricultural workers (see 
countered, 620-628, 629-630; also Agricultural laborers, in- 
Rio Grande, division of waters, fra): Implementation of, 532, 

| 602-603, 620-621, 623, 624-625; 538, 540-541, 546-547; re | 
tentative agreement between vision of, by exchange of notes 
representatives of Mexican Apr. 26, 1943, 548, 550 
Foreign Office and Department Agreement by exchange of notes 
of State, 628-629, 630 Apr. 29, 1943, concerning non- 

Cuban sugar, Mexican proposal re- agricultural workers, negotia- . 
garding purchase of, and U.S. tions and implementation, 538, 
position, 181-182, 184-185 540, 541, 548-550, 560 

Defense questions, discussions with Agricultural laborers, recruitment 
United States concerning, 396— of: 
416 Discussions under terms of U.S.- 

American warships, permission to Mexican labor agreement of 
obtain duty-free supplies in Aug. 4,1942 as amended Apr. 
Mexican ports, 407 26, 1948, 531-538, 538-540, 

Food rations for Mexican troops 042, 543-544, 546-547, 548, 
stationed in Lower California, 900, 550-554, 567-569, 570, 
407-408, 409-410, 410-411 O78 

Mexican armed forces, question of Estimated U.S. needs, and Mexi- 
participation in the war, 397, can cooperation, 531, 532, 

Mexican citizens in U.S. military 570; article in press bulletin 
service: Agreement with of Foreign Office, 545-546 
United States relative to mili- Movement of agricultural : 
tary service, Jan. 22, cited, 402. workers to Texas, problems 
416; alleged efforts of U.S. involved and Mexican posi- 
military authorities concerning tion regarding, 556—560, 560— | 
naturalization of, 396-397; se- |. 562, 563-567, 583-584 a 
lective service status of Mexi- Transfer of agricultural workers - | can nationals, discussions con- to war essential industries, 
cerning, 402-403, 406-407, 411- question of, 576, 578-580 
412 Non-agricultural workers, recruit- | 

Military deserters, question of ment of (see also Railroad | 3 ee tt g xchange of, 412- - workers, infra), discussions 
"os ‘ concerning, 538, 540-542, 542- Mutual aid agreement signed Mar. 543. 547. 548-550. 554-556. 560 | 

18, text of agreement and ex- , , vee oo 
change of notes, 397-402 562-563 woe, 

Economic cooperation with United Problems of discrimination in 
States. See Mexican-American Texas, efforts to solve, 556-557, 
Commission, infra. . 558-560, 560-562, 563-567, 576- 

Expropriation of properties. See 577, 583-584 
Petroleum properties, infra. Railroad workers, consideration of 

Gasoline exports to Costa Rica, U.S. problems regarding employ- 
policy regarding, 91-94 ment of, 540, 541, 569-570, 570, ! 

International waters. See Colorado 571-575, 576-578, 581-582, 584- , 
and Rio Grande Rivers, supra. 585 | 

Mexican-American Commission for Repatriation of Mexican nationals 

| Economie Cooperation, estab- before completion of contracts, 
lishment of, 417-418; report of 580-581, 582-583 
Commission, and discussions con- Transportation of workers to 

cerning recommendations, 418- United States, questions rela- 
429 tive to, 541-542, 544-545, 547, 

Migration of agricultural and other 549, 553 a 
workers into United States for Petroleum industry, discussions with 

temporary employment, arrange- United States concerning operat- 
ments regarding, 531-585 ing problems of, 449-475
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Mexico—Continued | Nicaragua—Continued |. | 
Petroleum industry, discussions with} Expropriation of the property of 

United States, ete.—Continued | | enemy nationals, proposed legis- 
: . Construction of high octane gaso- lation concerning, and passage of 

line plant, proposed, 454, 455, a bill by Nicaraguan Senate and 
| ; 456-457, 459-460; plan agreed House, 632-639 

| to by both Governments, and Financial transactions involving the 
discussion of a press release Axis, efforts to control. See Ex- 
regarding, 459-462 propriation, etc., supra. 

Development and exploitation of | Nicaro Nickel Co., 140, 145, 203, 245- 
Mexican oil resources. See 246, 260, 260n, 261, 262, 264 | 

_. Participation, etc., infra. | Nuland, L. H., 314, 315n, 322, 323, 463- 
Gasoline rationing, problems for 465 | 
_ American travelers in connec- oo 

tion with, 455-456 , | Office of Price Administration (OPA), 

- Gasoline shipments to Cuba and 214, 215, 219, 220 | - a a 
Central American republics, | Oil. See Petroleum. | | . 

problems in connection with | O’Neill, Anna A., 129-182, 264-267 
‘U.S. pool arrangements, 91-94, | - - os 

| 181-182, 312, 463-469 Padilla, Ezequiel, 404-405, 408-409, 413- — | 

Participation by U.S. interests and| 414, 450-451, 460, 471, 472, 473- 
capital in the Mexican oil in-| 475, 557-566 passim, 611-612 
dustry: _ | Padilla Nervo, Luis, 545-546, 549, 563, 

Conversations regarding, and 589 | 
| basis for understanding, | Panama, 640-669 | 

 ~=~449-452, 457-459, 469-475 i; Agreements with United States: 

. - Drilling of oil wells, question of, Defense Sites Agreement (1942), | 

| 462-463 a cited, 640-646 passim. — | 
Rehabilitation and expansion, General treaty of friendship and 

- recommendations of joint cooperation (1936), cited, 653. 

mission of U.S. and Mexican Health and sanitation program, 
experts, 452-454. agreement providing for, by 

Petroleum properties, settlement of exchange of notes Dec. 3, 1942, _ 

claims growing out of 1938 ex- and Mar. 8, 1943, 669 | 
| propriations, 585-592; agreement Treaty of 1903, cited, 654, 667 

effected by exchange of notes}; =§ Twelve Point Agreement of May 
Sept. 25 and 29, citation to text, 18, 1942. See under Water- 

: 992 | , works, ete., infra. 
Montealegre, Mariano R., 98n, 98, 99n, U.S. military officer to serve as ad- | 
— - 99, 100° | _viser to the Panamanian Min- 
Mora y Arenas, Angel de la, 101n, 101, ister for Foreign Affairs, 

108, 105-106, 107n, 107-116 passim,| =. agreement by exchange of | 
122 os . notes July 6 and Aug. 5, ex- 

| Morinigo, Higinio, 671, 672, 673, 674, tending agreement of July 7, | 
682-683, 684, 686, 690-691, 692n, 1942, 640 

a 703n, T09 : Jurisdiction of Canal Zone Courts 
Motley, Arthur W., 542n, 549, 559, 560, over defense areas in Panama, : 

— 611-572 © | . discussions of certain proposals | 
Munro, Dana G., 336, 337, 338, 340-341 by U.S. War Department regard- 

| : | ing, 640-648 : 

Nicaragua, 632-639 Railroad station and yards in Pana- | 

| Agreements with United States: ma City, question of relocation, 
| Plantation rubber. investigations, 649-650, 651, 662-666, 668-669 

oo agreement by exchange of Waterworks and sewer systems in 

| notes June 23 and 26, extend- Colén and Panama, discussions 
ing agreement of Jan. 11, 1941, concerning management of: 
639 | _ Preparation of management con- 

U.S. military officer to serve as di- tracts and transfer instrument, 
rector of the Military Academy discussions concerning, 648- | 

| | of the National Guard of 653, 660-662, 666-668 ~ 
Nicaragua, agreement by ex-| Surplus revenues collected from 
change of notes Oct. 22 and 25, water rates, question of dis- 
extending agreement of May position of, 655-660, 661, 666— 
22,1941, 682 | 667 cae |
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Panama—Continued Paraguay—Continued 
Waterworks and sewer systems in Petroleum products and tires, co- 

—  Col6n and Panamé—Continued operation with United States to 
Transfer of ownership of New prevent sales to Proclaimed List 

Cristébal systems to Panama, nationals, 697-701 
question of, 651-652, 653, 653—| Proclaimed List nationals and firms, 
655, 656, 660-661, 667-668 677-680, 697-701 

Twelve Point Agreement of May Trade agreement with United States, 
18, 1942, relation to, 648n, 649n, negotiations respecting, 701-711 

| 6538, 655, 662, 663, 664, 667 Uruguay, relations with, 709 
| Pan American Airways, Inc., 683, 797 U.S. Military Aviation Mission and 

Pan American Grace Airways (Pan- Military Mission to Paraguay, 
agra), 716, 718 | . discussions concerning, 688-690 ; . 

_ Pan American Highway (see also Hon- agreements signed Oct. 27 and 
duras: Inter-American Highway) : Dec. 10, respectively, 690 
Export-Import Bank credit to| Parra Pérez, Caracciolo, 793, 794n, 796, 
Heuador for financing of, 295, 299- (97, 799, 804n, 829, 831-832, 832, 842 

7 300 ; increase of Salvadoran gaso-| Pauley, Edwin W., 451-452, 455n, 461 
ane quota for construction of, 317, | Pepsi Cola Co., 181,184 - 

| Perd , Arehbi Is: , , Paraguay, 670-711 . er SL 8, om Ismael 80n, 80- 

SETS. military aviation ieeion | Pe T2-T8L _and a U.S. military mission to Agreements with United States (see 
‘ also Metals and minerals, infra) : . Paraguay, signed Oct. 27 and Dec. AG + : 10, respectively, 688-690: citation _Air service agreement, adjunct to 

to texts. 690 the project of developing wild 
A ti , . _.,. rubber, Feb. 18, 712 
Teen eat trade agreement with, 707, Inter-American Cooperative Food | 

. ~109 Production Service in Peru, 
| Defense problems, discussions with establishment of, agreement by 

United States concerning, 670— | exchange of notes May 19 and 
688. 20, T45 : 

Airport construction plans, discus-| _ Rubber agreement (1942), 712 
sions concerning changes in, Financial transactions involving the . 

. €82—688 Axis, U.S. efforts to secure co- 

Axis organizations and influence, (operation of Peruvian Govern- a 
Paraguayan action regarding, ment in control of, 720-785 
670, 672-674, 681-682 Apprehension concerning | attempts | 

OI . are to repatriate German funds, 
andiestine activities in German and consideration of action to 

| | egation, Tumors of, and diffi- | be taken, 733-785 . a | 
culties arising from search of Banking controls, question of, 721- 
premises, 675-677 | 723, 724-726, 729-730, 733 

Lend-Lease materials, Paraguayan Measures against Axis enterprises 
reaction to arrival of, 670-672 and Proclaimed List firms, 

Proclaimed List situation, 677-680 | Peruvian activities and U.S. 
Publicity for foreign-language TO9. F30. a 21, 123-124, 726- 

sroups, U.S. position regard- . aeernet ore 
_ ing, 675 Foreign debt discussions, and US. | 
_ - . - efforts: to obtain settlement o 

eerStates, “discussione concerting | Gollan debt, 745-758; statement 
(see also Lend-Lease, and Trade oF 752 external funded debt, 

- agreement, etec., infra), 690-697 Metal a a inerals over-all agree ‘ ° etals and mi , - - 
MxporeTmport Bank 6 olane for | ment with Metals Reserve Co., 

wattage signed July 14: Taxation ques- 
: utilization of, 691, 692-697 tion, discussions in connection 

‘Visit of President Morinigo to with negotiation of agreement, | 
_ United States, and subjects of} = ——-/'735-748; text of agreement, 743- 
- discussion, 690-692, 692n 44 - 7 

Lend-Lease materials, Paraguayan| National Library of Peru, U.S. aid in 2 
reaction to arrival of, 670-672 restoration of, 758-761
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Peru—Continued — ; , Santovenia, Emeterio, 141n, 142, 146, 
Shipping problems, discussions with 205, 208-209, 217, 221 

, United States regarding, 712-720 | Scherer, George F., 189-141, 170, 174- 

Peruvian ships in U.S. trade, dis- 175, 176-177, 187, 190, 193, 196-197, 
: cussions concerning use of,| 203-204, 216-217 | 

a 712-714, 715, 719 © Second War Powers Act (1942), cited, 

‘Transfer of shipping operations to | 396 | 
U.S. Gulf ports based on. mili- Serrato, José, T70, 173, 78%n, (87-788, 

‘tary eonsiderations, 714, 715- 189, 792 . : 
os 716; passenger services to west | Sevilla Sacasa, Ramon, 6382, 633, 638 
~~ eoast of South America, prob-|Shipsand shipping: : 

| | ‘able suspension of, 716, 717-718 | Peru, discussions with United States. 

Wheat shipments from Australia, See Peru: Shipping problems. 
question of allocation of ship-| U-S. Purchase of Italian tankers 

Petroleum. See Costa Rica: Gasoline| Venezuelan coffee, question of facili- 
-- imports, ete.; and under El Sal-| | Secon B16 SID to” “United | 

_ vador, Mexico, Paraguay, Uruguay, | «ith, Col. Eugene F., 642n, 642, 643 | and Venezuela. Spain Iso Costa. Rica: Fi ‘al 
Petroleum Supply Committee for Latin pain (see also Costa Rica: Minancia 

: transactions: Foreign funds con- 
P; jmeneas ot, 1 8 oxs_on6, g02.| ttl), 675-877, 729-780, 7830, 733- | 
jereom ao e 9 FO, ’ 735, 820, 821, 822, 829, 842, 843, 844 

Pope, Col. Frederick, 485, 487, 488, 4go- | S@ndard_ Oil (0. of New Jee? tO 
_ 490, 490, 498 we Stettinius Edward R., J r., 628n : 

Prado Ugarteche, Manuel, 728, 739, 747, | Stevens, Oliver M., 541-542, 542, 545 
, y — Stevenson, Coke R., 557, 560-561, 564, 

Proclaimed List. See Ecuador: Fi-| 565, 566, 568 So 
_ nancial transactions; Guatemala: | Strategic materials. See Peru: Metals 

Coffee produced on Proclaimed and minerals; and under Colombia, 
List plantations; Nicaragua: Ex- Ecuador, and Venezuela. 
propriation, etc.; Peru: Financial| Sugar. See under Cuba. , 

| transactions ; and under the follow- | Sugar Act of 1937, cited, 175 

ing: Colombia: Financial trans-| switzerland, 721-723, 725-726, 729-730 
actions; Costa Rica: Financial 834-839 834 7 
transactions; Mexico: Axis influ- . oe | 

, | ence; Paraguay: Defense prob-| Taxation. See Peru: Metals and min- 
lems; Uruguay: Financial trans- erals, etc.: and under Cuba. — . 
actions; and Venezuela: Financial | Taylor, Wayne C., 417, 418, 422, 506 

- transactions. Tello, Manuel, 480-481, 482, 482-483, 
Protestant missions in Colombia, Amer- 547, 549, 550-551, 558, 569-570, 578, 7 

| ican, hostility toward, 80-90 583 | | 

. | | | Thornburg, Max W., 452, 459-460, 461, 
Railway Labor Act (1934), cited, 573 762-763, 809, 818-814 a4 

Rio de Janeiro Foreign Ministers’ Meet- Timm, Charles A., 596, 602-605, 605n, 

| 8 ob of Loo wan oon cited, 4n, 606-608, 608, 610, 615, 616-617, 
| ’ , 9O,. ’ 7 © 620n, 624-6380 passim 

Roosevelt, Franklin D., 417, 417, 427, | Tinoco Castro, Luis D., 106n, 106, 107n, | 
436, 455, 455n, 505, 508, 509, 509- 110, 111, 112 : | | 

_ §10, 510, 511, 518, 515, 523 Torres Bodet, Jaime, 486, 588-539, 552n, 
- Rose Morris, 736, 738, 739, T40— 558, 561, 566, 598-595, 595, 605, 613, 

| } 614 Lo . 
Rubber. See Costa Rica: Agreements: | Treaties,. conventions, ete., between 

Cooperative rubber investigations; | |. United States and various coun- 
Honduras: Plantation rubber, etc.;| tries. See Colombia: Naval mis- 
and under Colombia: Strategic ma- sion and Strategic materials: 
terials; Ecuador: Strategic ma- | . oO aed , 
terials; Peru; and Venezuela: cuaremalat US. maey omcer , 

. Agreements with United States. etc.; Malu, see also Agreements 
Rubber Reserve Co., 14-28 passim with United States under Costa 

| So Rica, Cuba, Dominican Republic, 

Salazar, Carlos, 349n, 349-350, 350, 356 Keuador, El Salvador, Mexico, 
Samaysa, Rodrigo, 316n, 324-325, 325, Nicaragua, Panama, Paraguay, 

326, 328 7 Peru, and Venezuela. 

| a
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Tucker, Morrison G., 518, 519, 522, 523, | Venezuela—Continued _ 
527-528 Agreements with United States—Con. 

Turbay, Gabriel, 18, 19, 21, 25n, 44-46, | Lend-Lease agreement (1942): 
. 50,51,82n Military equipment desired by 

oe | - Venezuela under terms of, 795, 
Ubico, Gen. Jorge, 342, 348, 345, 350, . 799-800 ; question as to an in- 

355-356 _ strument of ratification, 793, | 
United Fruit Co., 123-134, 166, 381, 386, 796, 798-799 

387 . Rubber purchase agreement of 1942, 
United Kingdom: Honduras, British extension by exchanges of 

bondholders, 366, 368-369, 370, 371; notes, Oct. 11, 1943, and Oct. | 
Uruguay, petroleum discussions, 13, 1944, and amendment Sept. : 
769, 773 Coe 27, 1944, 814 

. United Nations Declaration of Jan. 1, Staff agreement of Jan. 15, 1942, 
1942, Colombian adherence to, 3n, modification of, 793-794 | 
3-4, 7, 8, 11-12, 12-14 | Coffee, problems concerning impor- 

Uruguay, 762-792 . tation into United States, 814— 
Anglo-Uruguayan trade agreement 819 

(1935), cited, 773 . Defense problems, discussions with 
Export-Import Bank, agreement with United States concerning, 793- 

Uruguay granting credit of $20,- 800 | 
000,000 for public works, 783-| Financial transactions and railroad 
792 | management involving the Axis, : 

Conclusion of agreement, Feb. 4, U.S. efforts to cooperate with 
and résumé of terms, 783-784 Venezuelan Government in con- 

Criticism and press comments, trol of, 820-854 | | 
783-184, 784-786, T87-788, 789, Axis frozen assets in Venezuelan 
790 banks, contemplated forced 

Modification of certain clauses of conversion into Venezuelan 
| agreement, discussions con- bonds, 824-827, 841-842, 846— 

cerning, and approval of 847. , 
amendments by Uruguayan Conversion of U.S. currency for 
Cabinet, 786-792 members of U.S. armed forces, 

Financial transactions involving the Venezuelan authorization for, 
| . Axis, efforts of United States and 854. - | 

Uruguay to control, 774~—782 Elimination of enemy influence 
_ Proclaimed List, operation of, 774— from insurance business, ques- | 

775, 779-780, 781, 782 ; tion of, 837-838, 844-846 : 
Washington Resolutions, discus- Proclaimed List nationals, con: 

sions concerning implementa- templated action against, 828- 
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