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THE BRITISH COMMONWEALTH OF NATIONS 

UNITED KINGDOM 

PRELIMINARY DISCUSSIONS RESPECTING A TRADE AGREEMENT 

BETWEEN THE UNITED STATES AND THE UNITED KINGDOM? 

641.4231/47 

The Department of State to the British Embassy 

The Government of the United States assumes that the Govern- 
ment of Great Britain concurs fully with its view that economic re- 
covery and those conditions of peace of which the world is so sadly 
in need cannot be achieved, and disaster averted, unless something 
more effective is done to reduce excessive barriers to international 
trade and to arrest and limit the increase in armaments. 

Definite progress, despite many impediments, has been made in 
carrying forward a comprehensive and broad program undertaking 
to restore normal international trade relationships and thus secure 
peace and economic well-being. It has been confidently hoped that the 
Government of Great Britain would display a major interest in the 
prosecution of this broad program and that much of the great influ- 
ence of the British Government and of the British Dominions would 
be exerted in support of this movement. 

It is in these circumstances that the Government of the United 
States is regretfully forced to the conclusion that recent evidences 
of the commercial policy pursued by the British and Canadian Gov- 
ernments, culminating in a reported pending trade agreement between 
those two Governments,” raises the question of whether the cumula- 
tive effect of such policy is not to obstruct and impede the broad pro- 
gram for economic disarmament that is underway and that is being 
carried forward with such effort by a number of the nations of the 
world. This unfortunate impression of obstruction comes likewise at 
a, time when the forces of extreme economic nationalism, as well as of 
extreme nationalism of other characters, are in a position where they 
may further handicap and delay the efforts of the Government of the 
United States and of other powers in support of this movement. 

* Continued from Foreign Relations, 1936, vol. 1, pp. 629-706. 
* British Cmd. 5882: Trade Agreement between His Majesty’s Government in 

oe iganed Kingdom and His Majesty’s Government in Canada, Ottawa, February 

1



2 FOREIGN RELATIONS, 1937, VOLUME II 

The Government of the United States realizes fully that the ques- 
tions involved in world economic rehabilitation cannot be divorced 
from other questions underlying world recovery, upon the successful 
solution of which questions world peace and national security must 
in the last analysis depend. It had hoped to find a way in which the 
Governments of Great Britain and of the United States might appro- 
priately cooperate to the attainment of these great ends, within the 
limits of their respective national policies. But it would not be pos- 
sible for the Government of the United States at this juncture to 
refrain from making it clear in all candor, while in the most friendly 
fashion, that such possible cooperation on the part of the United 
States must necessarily be premised upon the positive understanding 
that the Government of Great Britain is in fact disposed to take part 
in a practical manner in advancing the cause of world peace by coop- 
erating in turn with the United States in its endeavor to bring about 
the elimination of those restrictions which today are stifling legiti- 
mate international trade. 

The Government of the United States recognizes fully that every 
government has the fullest right to adopt and to pursue such policies 
relating to peace and economic conditions as that government may 
desire. For that reason the Government of the United States would 
not desire to be understood as questioning in any sense the nature or 
the terms of agreements which may be negotiated between the British 
Government and the Government of one of the Dominions of the 
British Empire. It desires solely to express its deep concern because 
of the prejudicial effects which increased or renewed trade restrictions 
may have upon international economic rehabilitation, upon the cessa- 
tion of armament building, and upon the cause of world peace. 

_ WasuinctTon, January 17, 1937. 

641.4231/47 

| Memorandum by the Secretary of State 

| [WasHIneton,] January 18, 1937. 

- 'The British Ambassador * called at my apartment at my request on 
yesterday evening (Sunday). I handed him a memorandum of an 
oral statement which I proposed to make to him, relative to the ap- 
parent movements of Great Britain and Canada further backward 
in the direction of extreme, economic nationalism. A copy of the 
memorandum is attached hereto.* 

* Sir Ronald Lindsay. | 
‘Supra.
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_ I then added orally that Great Britain and Canada must be greatly 
interested in the broad program for economic rehabilitation in the 
world and through it the restoration of conditions of permanent peace; 
and that any individual trade agreement between Great Britain and 
Canada would not compare for a moment in importance with this big 
objective. I stated that it was a most unpropitious juncture for Great 
Britain and Canada to be even seemingly moving still further back- 
wards toward nationalistic, economic policies, resembling the complete 
closing up of the Empire like an oyster shell, speaking economically; 
that this is apparently about to happen just as the American Con- 
gress must consider insistent demands for the widest embargoes on all 
credit and all goods of every kind to all belligerent countries in time 
of war, to say nothing of the further fact that we are seeking an exten- 
sion of the Reciprocity Trade Act * just at this time; that Great Britain 
and Canada by an exhibition of ultra and extreme nationalism at this 
particular time can very easily impede very greatly the whole move- 
ment and program for restoration of normal, economic relationships 
among nations and leave Europe to pursue her present course of 
steadily increasing armaments, militarism, dictatorships and certain 
catastrophe, either military or economic, or both, within another 
year or two. 

I concluded by saying that the warmest spirit of friendship and 
the strong belief that Great Britain and Canada are as much interested 
in carrying forward and expanding the program for the improve- 
ment and preservation of conditions of peace and economic well-being, 
in lieu of the only alternative course in Europe along military lines, 
prompted me to venture thus to call attention. I added that since the 
present trade agreement ® does not expire until August, there is ap- 
parently nothing to prevent Great Britain and Canada from delaying 
the signing of the proposed agreement at least until these broader and 
vitally important aspects can be further discussed and considered if 
necessary. 

| - C[orpeti| H[ ox] 

641.4231/47 

The Secretary of State to the Minister in Canada (Armour) 

No. 641 Wasuinerton, January 19, 1987. 

Sir: I enclose a copy of my memorandum of a conversation I had 
with the British Ambassador on January 17, 1987,’ to which is at- 

*The Trade Agreements Act of June 12, 1934, was extended by Joint Resolution 
of March 1, 1937; 50 Stat. 24. 

“Signed at Ottawa August 20, 1932, British and Foreign State Papers, vol. 

Weupra.
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tached a copy of a memorandum which I handed the Ambassador on 
that occasion, when we discussed the commercial policies of the United 
States and of the British Empire. 

It will be seen that the immediate occasion for the talk which I 
had with the Ambassador was the reported imminent conclusion of 

a trade agreement with Canada which binds for a number of years a 
number of products which the United States had hoped to discuss with 
the United Kingdom. 

Since it had been made abundantly clear to the British Govern- 
ment that concessions of value to the British could only be obtained 
from us at the expense of less exclusiveness within the British Empire, 
I have felt that present action indicates that that suggestion was 
entirely unheeded. Moreover, the British and Dominion Govern- 
ments in general do not seem to be steering in the direction of liberal- 
ized trading so necessary to peace and prosperity in the world, a ten- 
dency disappointingly contrary to their broad public expressions and 
private promises of support in the larger program. 

Very truly yours, Corpett Huu 

641.4281/49 

The Minister in Canada (Armour) to the Secretary of State 

No. 1119 Orrawa, January 21, 1937. 
[Received January 25.] 

Sir: I have the honor to acknowledge the receipt of the Depart- 
ment’s instruction No. 641 of January 19, 1937, enclosing a copy of 
a memorandum of a conversation you had with the British Ambas- 
sador on January 17, 1937, together with a copy of a memorandum 
handed to the Ambassador, on which occasion the commercial policies 
of the United States and the British Empire were discussed. 

I particularly appreciate having these memoranda for background 
purposes in any future talks I may have here, either with the Prims 
Minister * or with the Under-Secretary of State for External Affairs, 

Dr. Skelton. 
Yesterday afternoon I had occasion to see Sir Francis Floud, the 

British High Commissioner, when the latter informed me that he had 
received from the British Ambassador at Washington a copy of a 
memorandum of his conversation with you, apparently that which 

took place on the evening of January 17th last. Sir Francis Floud 
added that he was sorry to see that the negotiation of the British Trade 
Agreement with Canada had caused you such concern and that he 

_ * William Lyon Mackenzie King.
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hoped that when its terms were published we would see that there was 

no reason for such alarm: that no tariff rates had been raised. On the 

contrary, their whole objective had been to lower the rates. 

I took the occasion to emphasize to Sir Francis the points you had 

stressed to me in conversations by telephone, and which I had already 

presented both to the Prime Minister and to Dr. Skelton. I said 
that I felt sure he would agree with me that any individual trade agree- 

ment, such as that for example between Great Britain and Canada, 
could not for a moment compare in importance with the big objective 
we had in view, namely, the broad program for economic rehabilitation 
in the world and, through it, the restoration of conditions of perma- 
nent peace. I went on to say that I felt it would be most unfortunate 
if, at this critical juncture, any action should be taken by the British 
and Canadian Governments which might give the impression that in- 
stead of cooperating with us in endeavoring to bring about the elimina- 
tion of those restrictions which are today stifling legitimate interna- 
tional trade they were obstructing and impeding the broad program 
for economic disarmament. 

Sir Francis again insisted that he felt sure the agreement they had 
reached with the Canadian Government could not be interpreted as 
a step backwards. On the contrary, he felt that when the agreement 
was published it would be found to be a step in the right direction. 
He admitted that he had as yet received no instructions from London 
and that his only word thus far had been, as already stated, in the 
form of a communication from Sir Ronald Lindsay. 

I have had no further word either from Mr. King or from Dr. 
Skelton since my talks with them on January 16th and 17th last. In 
my letter to the Chief of the Western European Division, dated Jan- 
uary 18, 1937,° I transmitted informally copies of memoranda of all 
conversations, and on the morning of January 19th I telephoned the 
text of an important statement made by the Prime Minister of Canada 
in Parliament, issued in response to your desire, which I conveyed 
to him, that he might see his way clear to stating the Canadian Gov- 
ernment’s position on this question officially and unequivocally. 

The text of the Prime Minister’s statement, together with certain 
comment regarding the circumstances under which it was issued, 
was transmitted to the Department with my confidential despatch 
No. 1117, dated January 19th last.’ 

I shall not fail to keep you fully informed regarding any further 
developments that may take place. 

I should mention that just before I left him Sir Francis stated that 

he had heard that Mr. Walter Runciman, now in New York and who 

* Not found in Department files. 
* Not printed.
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is, I believe, expected to spend the coming weekend in Washington as 
a guest of the President at the White House, is not planning to come 
to Ottawa. 

Respectfully yours, Norman ARMOUR 

611.4131/237 

Memorandum by the Assistant Secretary of State (Sayre) 

[WasHINGTON,| January 26, 1937. 

Immediately after dinner at Mr. Dunn’s™ house, Mr. Runciman ” 

and I withdrew to the study to go over the prospective trade agree- 
ment between the United Kingdom and the United States. I opened 
the conversation by trying to make clear to Mr. Runciman the heart 
of the program upon which the United States is engaged. I sought 
to point out the two contrasting alternative commercial policies which 
might dominate the world,—the policy of dealing in preferences 
leading to clearing agreements and to bilateral balancing, with all 
that these entail, on the one hand, and the policy of equality of treat- 
ment embodied in most-favored-nation dealing on the other. I sug- 
gested that these two policies were continually warring with each 
other in different parts of the world and that the world is not big 
enough to hold them both,—that one or the other must ultimately 
prevail. I cited Germany as an instance of a country following the 
former policy and pointed out how in Latin America the consequences 
of her policy come into square conflict with our own, injuring our 
trade in Latin America as a result. I went on to say that I felt it of 
the most vital importance that England and the United States should 
stand together and that if England agreed with us it would go far 
toward insuring the ultimate triumph of the policy of equality of 

treatment. 
Mr. Runciman seemed to have but a foggy and hazy notion of what 

I was driving at and I felt that I was making no real progress. He 
said that the United Kingdom had made only three clearing agree- 
ments, namely with Turkey,* with Italy, and with Spain; and 
that these clearing agreements, much as one might criticize them, 

were the only way Britain had of insuring the payment of British 

creditors. I pointed out that any nation which promised preferential 
treatment to Britain or any other country was unable thereafter to 
promise equality of treatment or to enter into a trade agreement based 

11 James C. Dunn, Special Assistant to the Secretary of State and Chief of the 
Division of Western European Affairs. 

* President of the British Board of Trade. 
4 Sioned September 2, 1936, League of Nations Treaty Series, vol. cLxxu, p. 289. 

4 Signed November 6, 1936, ibid., vol. cLxxvil, p. 183. 
* Signed January 6, 1936, ibid., vol. CLXvI, p. 283. .



: UNITED KINGDOM , 7 

upon that principle. Mr. Runciman’s attitude, however, was that he 

had been fighting for British liberal commercial policies and, as evi- 

dence of this, he pulled out of his pocket and read to me excerpts from 

his speech of last year declaring for lower trade barriers. He also 
read excerpts from the stabilization agreement between the United 
States, Great Britain and France,’ declaring that the language used 

in connection with that agreement had been written by the Chancellor 
of the Exchequer and that he felt gratified that the Chancellor had 
been led to adopt such liberal language. Mr. Runciman said that he 
had been fighting valiantly for liberal trade policies in the face of 
severe opposition not only among various elements of the British 
population but among his own colleagues. .. . 

I then turned the conversation to our prospective trade agree- 
ment and Mr. Runciman said he definitely wanted to go forward and 
suggested that we get our experts together tomorrow and make all 
the progress possible before his departure. I spoke again of the 
political conditions which we face here, saying that in order to sup- 
port an agreement we must obtain concessions on hog products, barley, 
rice, fruits, tobacco, lumber and leather. I said that unless we could 
obtain concessions on these seven commodities, it would be most diffi- 
cult to obtain political support in this country for the agreement. I 
also told him that before his arrival we had discussed these matters 
with Mr. Chalkley * and that the obstacle to further progress seemed 
to be the Ottawa Agreements * which gave binding preferences on 
these commodities to the Dominions and which prevented Great 
Britain from giving us real concessions on these commodities. Mr. 
Runciman repeated what he had said to Secretary Hull and myself 
earlier in the afternoon—that we would be pleased that in the new 
Ottawa Agreement between the United Kingdom and Canada there 
was a provision allowing adjustments to be made in even those com- 
modities covered by the Ottawa Agreement. I asked him whether 
this covered all commodities or only specified ones. He said that he 
did not know. I said that I was delighted to hear of this provision 
for it seemed to me to unlock the door which was blocking further 
progress on a trade agreement between the United Kingdom and the 
United States. (Note: In a later conversation with Mr. Helmore,”” 
I learned that Mr. Runciman is apparently mistaken about the pro- 
vision in the new Ottawa Agreement and that Great Britain is not 
free to make adjustments without the consent of Canada.) , 

1° See statement of the Secretary of the Treasury, September 25, 1936, Foreign 
Relations, 1936, vol. 1, p. 560. 

7H. O. Chalkley, Commercial Counselor of the British Embassy at Wash- 

a eritish and Foreign State Papers, 1932, vol. exxxv, pp. 161 ff. 
123. R. C. Helmore, private secretary of Mr. Runciman.
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Mr. Runciman said that he definitely wanted to go forward with a 
trade agreement and again suggested that our experts meet tomorrow 
and make all progress possible. He added that in view of the rising 
tide running toward protectionism in England it would be far better 
to have a trade agreement even if it went no further than conven- 
tionalizing rates than to have none at all. 

Mr. Runciman then said that he was tired and wanted to return to 
the British Embassy. He therefore withdrew and I joined our ex- 
perts who were waiting downstairs, namely Messrs. Hawkins,” 
Pasvolsky, Hickerson # and Dunn on our side, and Messrs. Chalkley 
and Helmore on the British side. We talked over possibilities until 

after midnight. 
In view of Mr. Chalkley’s and Mr. Helmore’s telling us, however, 

that the provision in the new agreement to be signed between the 
United Kingdom and Canada required the consent of both sides 
before any adjustments in preferences could be made, further progress 
seemed most difficult. It was suggested that we, on our side, give 
further particulars with regard to the commodities upon which we 
feel we must have concessions as the basis of a trade agreement and 
that the British then approach the Canadian Government asking for 
Canadian consent with regard to these commodities. 

F. B. SAYRs 

611.4181/234% 

The British Embassy to the Department of State 

The Government of the United Kingdom concur fully in the view 
expressed in the first paragraph of Mr. Cordell Hull’s oral communi- 
cation of January 17th, 1937, that economic recovery and conditions of 
peace cannot be achieved unless something more effective is done to re- 
duce excessive barriers to international trade and to arrest and limit 

the increase of armaments. 
As regards the second paragraph they feel that their own efforts 

for the restoration of international trade have made a notable con- 

tribution to this end. They are ready and anxious to continue those 
efforts and they feel that any suggestion that they have abandoned 
them is disproved by the facts that United Kingdom tariff rates have 

2 Harry Hawkins, Chief of the Division of Trade Agreements. 
7 Leo Pasvolsky, Special Assistant to the Secretary of State. 

Ane ohn Dewey Hickerson, Assistant Chief of the Division of Western European
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been maintained at a lower level than those of almost any other coun- 
try, and, particularly, that the balance of visible trade of the United 
Kingdom shows the following great and growing excess of imports 
over exports :-— 

1984 £284, 000, 000 
| 1985 275, 000, 000 

1936 348, 000, 000 

The United Kingdom Government have already given proof of 
their desire to cooperate with the United States Government in en- 
deavouring to eliminate restrictions on world trade. They earnestly 
desire to continue that cooperation, more especially in any sphere in 
which it can produce practical results, and they are ready as they have 
always been to consider any definite projects which the United States 
Government may have in mind for the realisation of the aims which 
they believe to be common to both Governments. 

With regard to Mr. Cordell Hull’s observations on the agreements 
negotiated between the United Kingdom and Dominion Governments, 
the United Kingdom Government cannot refrain from observing that 
in their opinion there is no justification for the suggestion, based on 
reports of the nature of the United Kingdom agreement with Can- 
ada, which is on the point of signature and of which no particulars 
have been published, that their policy is obstructing and impeding 
economic disarmament. On the contrary the apprehension which 
the United States Government appear to entertain that this agree- 
ment is likely to restrict the expansion of the trade of the United States 
with Canada or with the United Kingdom is unfounded. On the 
United Kingdom side there is no increase in the fixed margins of pref- 
erence while on the Canadian side the United Kingdom Government 
have agreed in a number of cases to reduce or abolish fixed margins, 
thus making it possible for Canada if she so desires to offer concessions 
in those cases to the United States. 

The United Kingdom Government desire to make it clear that in 
their opinion the Ottawa agreements do not constitute a bar to the 
rehabilitation of world trade, as is evidenced by the far-reaching 
agreement made a year ago between the United States and Canada,”* 
nor can they agree that these agreements which form part of the con- 
sidered policy of the United Kingdom Government have had any 
prejudicial effects upon armaments or upon the cause of world peace. 

Subject however to the general principles governing this policy the 
United Kingdom Government are ready to examine any possibilities 
of making adjustments in individual Ottawa agreements to meet par- 

™* Signed November 15, 1935, Department of State Executive Agreement Series 
o i3” . 49 Stat. 3960; for correspondence, see Foreign Relations, 1935, vol. 1, 

982609542
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ticular cases, with the consent of the Dominions concerned. In this 
connection the United Kingdom Government have informed the Ca- 
nadian Government very confidentially that negotiations may take 
place between themselves and the United States Government and that 
in that event they may have occasion to approach Canada with a 
view to modification of certain margins of preference fixed on certain 
imports into the United Kingdom. 

WASHINGTON, January 27, 1937. 

611.4131/230 

Memorandum by the Assistant Secretary of State (Sayre) 

[Wasutneron,| February 1, 1987. 

After dinner at the Canadian Legation on Friday night, January 
twenty-ninth, I had a short, very personal conversation with Sir Her- 
bert Marler # about the possibility of our negotiating a trade agree- 
ment with Great Britain. We spoke in a most friendly and personal 
way and Sir Herbert Marler told me that if there was anything at 
all which he could do to be of service he would like to do so. 

This morning he called me on the telephone in reference to our 
conversation of Friday night. He said that he was most anxious to 
help us in any way possible. He did not ask formally to come in to 
have a conversation with me because that might cause embarrassment 
to me if questions arose concerning the British negotiations. He 
wanted me to know, however, that he was in entire sympathy with 
our program for the trade liberalization of the world and that he 
would stand ready to be of assistance to us in any way possible should 
the occasion arise. I replied that I warmly appreciated what he had 
said and that I would be glad to avail myself of his kindness if the 
occasion should arise. 

In the course of our talk, I also intimated that I felt it might be 
helpful if either the Canadian or the British Government should 
reveal to us the text of the new Anglo-Canadian trade agreement 
before its terms were definitively settled and it was signed; for I 
said that I feared the agreement might present a stone wall which 
would prevent further progress on our trade agreements program. 

F[rancis] B. S[ayre] 

* Canadian Minister in the United States.
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033.4111 Runciman, Walter/10: Telegram 

The Chargé in the United Kingdom (Atherton) to the Secretary 
of State 

Lonvon, February 9, 1937—5 p. m. 
[Received February 9—1: 50 p. m.] 

53. Mr. Runciman paid a visit to the Prime Minister yesterday for 
the first time since his return from the United States and in the House 
of Commons today made, in the course of expressing “my gratitude 
to the President of the United States and to the members of the United 
States Government for the friendly reception they gave to me”, the 
following remarks of particular interest: “It was at no time intended 
that I should conduct negotiations with the United States Govern- 
ment on any subject. As regards trade matters I had several useful 
conversations from which it appeared that further explorations will 
be necessary before it can be determined whether there is a firm basis 
upon which details and negotiations can take place for a reciprocal 
trade agreement”. He avoided answering a question as to whether 
there had been debt discussions. 

I met Runciman this morning who suggested an early luncheon date 
to discuss his American visit. I mention this should the Department 
wish to cable me any background information. 

ATHERTON 

033.4111 Runciman, Walter/12: Telegram 

The Secretary of State to the Chargé in the United Kingdom 
(Atherton) | 

Wasuineron, February 12, 1937—7 p. m. 

45. Your 53, February 9. For your confidential information and 
background. In our conversations with Runciman we pointed out 
emphatically that this Government, those of this hemisphere, and 
many in Europe are in agreement that action directed toward the low- 
ering of trade restrictions on lines indicated by our reciprocal trade 
program isa vital element in the peaceful working out of the difficulties 
now facing the countries of Europe; and that we view the solution of 

this problem as one in which persistent effort and leadership must be 
given in a simultaneous handling through discussion of all its elements. 
Besides the rebuilding of trade there is need of adjustments of some 
exchange situations preparing the way for long-run stability, debt ad- 
justments, the creation by the countries concerned of reliable political 
accords as a basis for mutual political trust and security, and general
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disarmament. Each step in advancing each element of the program 
must necessarily have to be adjusted to each other step, as nations may 
develop increasing faith in each other’s peaceful intentions and increas- 
ing interest in the possibilities of cooperation. To the program every 
nation would have to make its contribution and upon the government 
of every nation rests the responsibility of playing its part. Further, 
we pointed out that there seems to be no alternative course or program 
for peaceful settlement and adjustment of the present steady drift 
of Europe toward narrow trade policies, toward bitterness, strife, and 
steadily increasing races in armaments and with militarism as the 
central policy. 

We stated that in our view the British Empire has created through 
some features of its Empire preferences the kind of excessive trade 
barriers which are comparable with the excessive barriers and restric- 
tions contained in the Smoot-Hawley tariff ** and excessive tariff 
structures of other nations of the world; that in urging or requiring 
many nations with which it trades to conclude clearing arrangements, 
compensation agreements, and discriminatory quota understandings, 
Great Britain is violating the rule of equality of commercial treatment ; 
that there is a growing feeling in the United States, and elsewhere 
that Great Britain is moving backward instead of forward in support 
of a program for the restoration of normal economic relations between 
nations, and instead of aiding is correspondingly obstructing the pro- 
gram which this and an increasing number of other governments are 
carrying forward; that it is utterly hopeless to contemplate the restora- 
tion of the many normal and worthwhile international relationships, 
political, economic, moral, or peace, unless the economic approach to 
existing problems and conditions is vigorously pursued under the 
leadership of our two countries; and hence that a failure of such leader- 
ship with suitable program now will leave the entire international 
situation moving steadily toward anarchy, with no plans to carry for- 
ward a comprehensive program for peaceful rehabilitation generally 
and for cooperation to restore moral concepts and the sanctity of 
treaties. 
With regard to trade agreement we emphasized its desirability from 

the point of view both of symbolizing community of basic views and 
policies as between the two countries and of improving Anglo- 
American trade relations. We pointed out that we were not opposed 
to the principle of imperial preferences but we insisted that the 
margins of preference should be such as not to cause artificial and 
unreasonable diversion of trade. Accordingly, we indicated that 

reductions in a number of rates bound in the Ottawa agreements are 

“Tariff Act of 1930, 46 Stat. 590.
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indispensable to successful negotiations. We are now refining the list 
of commodities on which we feel we must have such reduction and 
hope to be in a position to transmit the list to Chalkley very soon. We 
are making every endeavor to keep both the list and the amount of 
reduction down to an absolute minimum. 

In your conversations with Runciman, you may reiterate, as oc- 
casion arises, any of the points brought out in this summary, as your 
own understanding of our point of view. 

You are authorized to show this telegram in confidence to the Com- 
mercial Attaché as well as other memoranda, et cetera, which have 
been sent to you. 

Report fully what Runciman says to you and any other develop- 
ments. 

I rather gathered that Runciman was under the impression that 
the President had expressed a wish to have him come over to see him. 
I find that the arrangements for the visit were made by a third per- 
son who spoke to the President of the value of seeing Runciman if 
he came over. To this the President readily agreed, but I think it 
is well for you to know that the President did not take the initiative 
with regard to the visit. 

Ho 

641.4281/57 
Memorandum by the Secretary of State 

[Wasuineton,] February 18, 1937. 
The Canadian Minister came in upon my invitation. I set out for 

his benefit substantially what I have said to Mr. Runciman and other 
British officials, and also to the Canadian Government through our 
Minister to Canada, Mr. Armour. I repeatedly made it very definite 
that I was telling him nothing which the Canadian Government did 
not already know and the British Government also; that, therefore, 
in no circumstances was I sending a word or a line in a message to the 
Canadian Government; that, knowing his deep interest in the pro- 
gram for economic restoration and the entire harmony of views on 
his part and mine, I felt that it would give me a sense of relief to send 
for him and talk generally about the subject, so that he would in any 
event know all that I knew with respect to this movement for economic 
hiberalism, for whatever it might be worth to him as one of its out- 
standing supporters. | 

In the course of the conversation, the Minister inquired what I 
would suggest as to the course of the British Empire in regard to 
Empire preference. I repeated to him that I had often said that
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neither I nor my country would in any circumstances see anything 
said or done which would weaken a single link in the British Empire; 
that it was the greatest stabilizer of human affairs in the world to- 
day; and that it meant everything to the future of human progress 
and civilization for the British Empire to continue to function for 
the service of the human race, as well as itself. 

I then very definitely and emphatically said that, with the entire 
interests of peace and economic well-being throughout the world 
tied up with the present program for world economic rehabilitation, 
it was not for a moment in my mind or in the mind of my Government 
to bring the slightest pressure to bear on any portion of the British 
Empire with respect to the problem of Empire preference,—for the 
reason that if, for considerations of Empire preference, Great 
Britain and the autonomous dominions would prefer to move back- 
ward away from the course of economic liberalism, rather than to 
be governed by their opportunity and their responsibility to coop- 
erate in promoting the great twin major objectives of economic re- 
habilitation and through it conditions of permanent peace, it would 
be futile in any event to bring pressure to bear about Empire pref- 
erence. I emphasized also that the next few weeks would determine 
the whole course of peace so far as it was to be tied in with economic 
rehabilitation, and that this would be determined by whether the 
British Empire should decide to move backward or move forward 
in connection with this broad basic economic program. 

I need not repeat here my lengthy repetition to the Minister of what 
has already been said to the Governments of Canada and Great 
Britain on this general subject. 
When he left, the Minister remarked that Canada now had the 

greatest opportunity within a generation for outstanding service. I 
said that I heartily agreed. | 

C[orpet.] H[ vi] 

083.4111 Runciman, Walter/15 : Telegram | 

The Chargé in the United Kingdom (Atherton) to the Secretary 
of State 

Lonpon, February 23, 1937—2 p. m. 
[Received February 23—12:25 p. m.] 

88. My luncheon with Runciman, postponed from last week, took 
place yesterday. During the discussion he outlined very fully his 
trip and impressions and the various conversations he had had, in 
the course of which I had an opportunity to make use of the informa- 
tion contained in your 45, February 12,7 p.m. At the close of our
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talk he took occasion to give a summary which I felt he intended me 
to convey to Washington. The following is very nearly verbatim. 

“My primary purpose ever since I received last summer the Presi- 
dent’s letter of invitation to visit him *#* was to take advantage of this 
opportunity to explain the position of Europe as we see it, particularly 
that while war was definitely put off for the present nevertheless the 
threat of Germany persists. In our opinion if Germany looked 
across the ocean and found the boards were clear between England 
and the United States such a perspective was enough to check her in 
her warlike course. My second purpose was to remove as many of 
those questions from the Anglo-American board as possible. Out- 
standing among these is the matter of an Anglo-American trade agree- 
ment. In this I did not get as far as I had hoped. I explained to 
the President and Mr. Hull that what I had done 23 times the United 
States had so far done only 13 times. I tried to explain our position 
to Mr. Hull not only from our own angle here but also from the 
Canadian angle. Certainly in spite of what Mackenzie King might 
say Canada did not negotiate the United States-Canadian trade 
agreement with any idea of relinquishing empire preferences. I 
urged Mr. Hull to satisfy himself on this point by asking Mr. Dun- 
ning * to come to Washington to talk with him. Be that as it may 
I cannot but feel that my interviews with Mr. Hull were of the 
greatest value and I am convinced that because there must be a set- 
tlement of this problem between us a way will be found without 
asking Mr. Hull to renounce his policy and without Mr. Hull asking 
me to renounce mine. 

Mr. Morgenthau’s * statement to me as to his close cooperation with 
the Chancellor of the Exchequer and the Treasury here were of great 
satisfaction to me and to my colleagues. 

My visit to the White House gave me an opportunity for inter- 
views with the President which were extraordinarily helpful. They 
were an exchange of ideas without record.” 

Incidentally the Secretary of the Board of Trade in a dinner con- 
versation last week told me that on his return Mr. Runciman had said 
a trade agreement with the United States must be worked out even 
though the negotiations were protracted and that Mr. Runciman in 
his report to the Cabinet emphasized his belief in the value of his 
visit to the United States. 

ATHERTON 

611.4131/274 
Memorandum by the Assistant Secretary of State (Sayre) 

7 [Wasuineton,}] March 2, 1937, 

- Mr. Chalkley called at-my office by appointment at 10:00 o’clock, 
I handed him six copies of the mimeographed list of concessions ”” 

*e Not found in Department files. 
*C, A. Dunning, Canadian Minister of Finance. 
* Henry Morgenthau, Jr., Secretary of the Treasury. 
* Only the covering memorandum is printed, infra.
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which we deem as essential and which require modifications in the 
Ottawa Agreements. I explained to Mr. Chalkley that this list in- 
cluded only those commodities on which reductions were sought which 
would be in conflict with the Ottawa Agreements. 

I also told Mr. Chalkley that we would like very much, in addi- 
tion, a reduction on wheat,—that even a slight reduction, not suf- 
ficiently substantial materially to affect present wheat shipments, 
would aid us very greatly from a political and psychological stand- 
point and perhaps could be given without great cost. Mr. Chalkley 
smiled and remarked that to make such a proposal would seem that 
Canada would at once come back at us with regard to our own duty 
on wheat. I told Mr. Chalkley that while the concessions in the list 
were the vitally important ones for us I hoped nevertheless that 
something also might be done on wheat. 

I then entered into a somewhat lengthy conversation with Mr. 
Chalkley as to the necessity for Great Britain and the United States 
to enter into a trade agreement because of the existing world situa- 
tion. I told him that to my mind the world was not big enough for 
the continued existence of the two alternative policies—of trading 
on a basis of preferences and discriminations on the one hand and 
on the basis of equality on the other. I said that sooner or later one 
or the other of the two alternative systems would come to prevail and 
that a British-American trade agreement seemed to me essential if 
the latter system was to triumph throughout the world. 
We had a long and very friendly discussion. At the end, I said 

to Mr. Chalkley that I hoped Great Britain and the United States 
would not have to deal at arm’s length but that I wanted him to come 
to me as a friend and to talk things over in a friendly way, with both 
sides laying their cards on the table. 

F[rancis] B. S[ayrre] 

611.4131/264a 

The Department of State to the British Embassy * 

MrEMoRANDUM 

1. In accordance with the understanding reached in the course 
of recent conversations concerning a possible basis of negotiations 
with a view to the conclusion of a trade agreement between the United 
States and the United Kingdom, there is transmitted herewith a re- 
vised list of products subject to the Ottawa Agreements (list 1) 
on which an improvement in the treatment now accorded by the 

* Handed by Assistant Secretary of State Sayre to the Commercial Counselor 
of the British Hmbassy, March 2. 
*Not printed.
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United Kingdom to the United States is deemed essential, the extent 
of such improvement being indicated in connection with each article. 
Attached to the list is a statement of the reasons for each request.” 

2. It should be emphasized that the list includes only products 
with respect to which the preferential duties or margins of preference 
may not be altered by the United Kingdom without the consent of the 
Dominions. All products not subject to such commitments, includ- 
ing the products which were specifically mentioned in the list sub- 
mitted on November 16, 1936,*1 have been omitted from the present 
list in view of the understanding that the problem of finding a basis 
for negotiations arises largely, if not entirely, from the commitments 
of the United Kingdom to the Empire countries. Those products 
in respect of which no such contractual obligations exist and which 
have, in consequence, been omitted from the present list, as well as 
certain other matters of importance not affected by those commit- 
ments, would be included in the comprehensive requests which would 
be submitted by the American Government in the event that a satis- 
factory basis for negotiation can be found. 

In this connection attention is called to list 1A ® which contains 
three items on which improved treatment to the extent indicated in 
the list will be requested. It is not clear whether the requests on 
these products would affect the United Kingdom’s commitments under 
the Ottawa agreements, If so these requests are submitted for con- 
sideration at the present time. If not they will be included in the 
comprehensive list of requests to be submitted later. 

3. It will also be noted that the list includes only products with 
respect to which an improvement in, as distinguished from a binding 
of, existing treatment is requested. The reason for thus limiting the 
scope of the list is the understanding that, in general, the Govern- 
ment of the United Kingdom would find no difficulty in binding exist- 
ing customs treatment and that for the present purpose of finding a 
basis for negotiations it is unnecessary to formulate requests of this 
kind. However, in preparing list 1, consideration was necessarily 
given to all products of interest to the United States with respect to 
which the Government of the United Kingdom has contractual obliga- 
tions to the Dominions and, as a result of these studies, it is possible 
at this time to present for the information of the Government of the 

United Kingdom a list of such products (list 2)*° on which a binding 
of present treatment would be deemed essential. 

* Not printed. 
See American statement regarding concessions, Foreign Relations, 1936, 

vol. 1, p. 699.
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4. In general, the reason underlying the requests for improved 
treatment of products in lists 1 and 1A is not only the effect which 
the existing preferences to Empire countries have already had in 
diverting trade from the United States. Of equal or greater impor- 
tance is the probability that in the course of time the Empire producers 
will, to an increasing extent, take advantage of their preferential posi- 
tion and that the share of the United States in the trade will continue 

to decline. 
5. The requests presented herewith have been prepared largely on 

the basis of information from Government sources without consulta- 
tion with the trade. If negotiations should be undertaken, these re- 
quests would be subject to such revision as may seem indispensable in 
the light of information and views obtained from consultation with 

the trade and from public hearings. 

611.4131/256 | 

Memorandum by the Chief of the Division of Trade Agreements 
(Hawkins) of a Conversation With the Commercial Counselor of 
the British Embassy (Chalkley) 

[Wasutneton,] March 17, 1937. 

Mr. Chalkley referred to our memorandum setting forth the prod- 
ucts subject to the Ottawa agreements on which improved treatment 
would be essential in any trade agreement negotiated with the United 
Kingdom and said that this memorandum will be submitted to the 
British Cabinet at its next meeting which will probably take place 
Monday or Tuesday, March 22 or 23. Mr. Chalkley stated that it is 
naturally desired to present the matter to the Cabinet in the best light; 
and with that end in view, he had been instructed to ask us to provide 
him with answers to the following questions: 

1. Some more precise indication than that already given of the ex- 
tent to which the United States are likely to be able to meet the 
reciprocal desiderata of the United Kingdom. 

9. Are there any commodities in the United Kingdom desiderata on 
which concessions are out of the question ? 

3. Where existing United States tariff rates are high (say of the 
nature of 40 percent ad valorem or its equivalent) might the maximum 
reduction of 50 percent be expected ? 

4, With reference to paragraph 2 of the last United States memo- 
randum on what products not subject to Ottawa commitments is im- 
provement in present treatment likely to be requested as essential for 
a basis for negotiation ? 

Mr. Chalkley said it would be necessary to have our replies by Fri- 

day afternoon (March 19).
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611.4181/257 : 

The Department of State to the British Embassy ® 

The following are the questions propounded by Mr. Chalkley on | 
March 17, 1937, and the answers: 

1. Some more precise indication than that already given of the ex- 
_tent to which the United States are likely to be able to meet the recip- 
rocal desiderata of the United Kingdom. oe 

About 125 rates in about 100 paragraphs of the Tariff Act can 
probably be reduced. Few, if any, commodities of substantial im- 
portance to the United Kingdom are not included. These 125 rates 
vary in coverage from a single homogeneous commodity to groups of 
commodities which, in many instances, are covered by a single rate. 

2. Are there any commodities in the United Kingdom desiderata 
on which concessions are out of the question? 

There is no item of which the United Kingdom is the principal 
source of imports into the United States on which, on the basis of 
present study, a reduction is precluded. 

3. Where existing United States tariff rates are high (say of the 
nature of 40 percent ad valorem or its equivalent) might the maxi- 
mum reduction of 50 percent be expected? : 

Of the 125 rates about 60 are, or reach the equivalent of, 40 per- 
cent ad valorem or more. On the basis of present studies it appears 
that the maximum reduction may be feasible on nearly half of these 
60 rates, and substantial reductions on most of the remainder. The 
foregoing are, of course, only rough approximations. 

4. With reference to paragraph 2 of the last United States memo- 
randum on what products not subject to Ottawa commitments is im- 
provement in present treatment likely to be requested as essential 
for a basis for negotiation? 

Improved quota treatment will be essential on some hog products, 
particularly hams. 

While it is not possible to point to any other single product not 
subject to Ottawa commitments on which assurance of improved 
treatment is essential in reaching a basis for announcing negotiations, 
improved treatment will, of course, be essential on a considerable 
number of products of which the United States is the chief source of 
imports into the United Kingdom. 

* Handed by the Chief of the Division of Trade Agreements to the Commercial 
Counselor and Commercial Secretary of the British Embassy on March 19.
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611.4131/257 - 

Memorandum by the Chief of the Division of Trade Agreements 
(Hawkins) 

[WasuHineton,] March 19, 1937. 

Conversation: Mr. H. O. Chalkley, Commercial Counselor, British 
Embassy ; 

Mr. Henry Frank Heywood, Commercial Secretary, 
‘British Embassy ; 

Mr. Harry C. Hawkins. 

Mr. Chalkley and Major Heywood called by appointment today to 
receive the answers to the questions concerning the proposed trade 
agreement which were presented on March 17, 1937. I gave them the 
attached statement * explaining that it represented the best estimate 
which our experts in the trade agreements organization were able to 
make on the basis of the present status of our studies. 

Mr. Chalkley read the answers to the questions and expressed grati- 
fication with them. The only question raised by him related to the 
second paragraph of the answer to question 4. I explained that the 
thought we were trying to convey was that, except for the list of 
products subject to the Ottawa agreements which has already been 
submitted, we do not specify any particular products, other than 
pork products, on which the negotiations would hinge. However, in 
view of the extent of the concessions which we would probably be in 
a position to make, improved treatment by the United Kingdom on an 
additional substantial list of products would be essential. I ex- 
plained further that failure to grant a concession on any one of the 
products in such additional list probably would not cause a failure of 
the negotiations if another product or products could be substituted 
so that, on the whole, the list of concessions were substantially as long 
and of the same value as the list requested. 

Mr. Chalkley then raised the question whether we felt that trade 
with the Crown Colonies should be dealt with in the negotiations or 

should figure in the exploratory discussions with a view to finding a 
basis. I told him that so far as we had considered this matter, we 
felt that trade with the Colonies should be dealt with in the proposed 
agreement at least by means of the general provisions, if not detailed 
schedules; that possibly the task of drawing up detailed schedules 
for each of the numerous Crown Colonies might, upon examination, 
be found impractical, in which case general provisions applicable to 
them might be worked out. In any case, we are concerned now with 

* Supra. | _
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finding a basis for negotiations and this requires only that we reach 
agreement on questions on which negotiations might break down. 
Since both parties apparently feel that the Crown Colonies should be 
dealt with in the negotiations and since neither is able to envisage any 
insuperable difficulties to reaching an agreement in this field, the 
question might be left open for the time being. Mr. Chalkley agreed 
with this. I told him we would continue our study of the Colonial 
question with a view to formulating our views on the subject and 

- would take the matter up with him later. 

611.4131/261 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the 

Secretary of State 

Lonpon, April 2, 1937—2 p. m. 
[Received April 2—11: 05 a. m.] 

-187. I have ascertained that the recent tendency of some sections of 
the British press to intimate that Anglo-American trade negotiations 
have quite lately taken a more favorable turn is based on current 
remarks given out by the Foreign Office news section. This in turn I 
understand is based on the fact that the Foreign Office news section 

has only recently learned that a new revised list was received by the 
British Government from the American Government for considera- 
tion some time the latter part of February. In spite of the fact that 
this Embassy has received no copy of this new revised list *® I asked 
Atherton * if he was able to obtain very discreetly from his friends 
in the Board of Trade exactly what progress they were making in 
consideration of this list and I venture to quote the substance of the 
remarks made to him: 

“We have about finished our study and are waiting until the Cabinet 
and Government officers concerned return from their Easter holidays 
before discussing the matter with them. In our opinion, however, 
some of the items are ‘quite insuperable’ so much so that it is doubtful 
whether the Cabinet Ministers concerned will find it possible to ap- 
proach the Dominions on these insuperable items”. 

These Board of Trade officials have asked Atherton to lunch with 
them on Monday next which will provide a fresh opportunity for us 
to press the American viewpoint. 

BINGHAM 

* Copies were sent to him in instruction No. 1662, April 1. 
* Ray Atherton, Counselor of Embassy at London.
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611.4131/263 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State 

Lonpon, April 5, 1937—6 p. m. 
[Received April 5—3: 30 p. m.] 

193. At the luncheon referred to in the last paragraph of my 187%, 
April 2, 2 p. m., the permanent official of the Board of Trade, speak- 
ing unofficially and solely from his own angle, said that the Cabinet 
Ministers concerned were agreed in principle as to the desirability 
of concluding an Anglo-American trade agreement. In fact the will 
to do so had never been stronger but thus far each Cabinet officer had 
proved difficult in permitting concessions which affected his own de- 
partment. Therefore the discussions which begin next week between 
the Cabinet Ministers concerned and their technical advisers may be 
protracted. | 

However in the opinion of my informant the “insuperable” items 
would prove to be (1) rice because it is the only concession which 
Great Britain offers to the new Government of Burma, (2) dried prunes 
and apricots since any concession on these would affect the war vet- 
erans industry in Australia, (3) canned fruits in syrup on which it 
ig doubtful whether much if any more could be done than bind the 
present rate. In my informant’s opinion agreement could probably 
be reached as regards the other edible articles mentioned in the first 
paragraph of Department’s 120, April 2, 8 p. m.” special favorable 
emphasis being given to fresh apples and pears, honey and preserves 

| without sugar; likewise something could be done for Douglas fir 
doors and it was presumed that concessions in return for the more 
expensive type of door exported from England would be forthcoming 
and it was emphasized that it would be easier to do something for 
southern pine rather than Douglas fir and that pork products particu- 
larly hams would also be negotiable items. 

In conclusion the following general opinion was set forth: That 
while Great Britain was making a greater attempt to meet the United 
States than it had ever done in the case of any other foreign country 
with whom it had concluded a trade agreement, nevertheless, it was 
most unlikely that “despite all the good will in the world” it could 
meet in toto the suggestions of the United States; that it was really 
not politically possible to reverse at this time the forces which cul- 
minated in the Ottawa Agreements and which had as their funda- 
mental aim that an increasing share of the United Kingdom market 
should go to Empire producers. 

| BinecHaM 

* Not printed.
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$11.4131/275 

The Second Secretary of the British Board of Trade (Overton) to 
the Commercial Counselor of the British Embassy at Washington 
(Chalkley) * 

[Lonpon,] 18 April, 1937. 

Dear CuHaktey: I enclose our reply ® to the memorandum handed 
to you by the United States authorities on 2nd March. In communi- 
cating it to them we should be glad if you would say how much we 
appreciate the remarks made by the Assistant Secretary of State when 
he handed the memorandum to you. It was in no spirit of oriental 

bargaining that we considered it here. We have gone as far as we 
possibly can on the items in the United States lists. We have ruled 
nothing out of consideration purely on the ground that (a) the United 
States is not the principal supplying country, (0) the reduction asked 
for exceeded 50 per cent. of the existing duty, or (c) a transfer from 
the dutiable to the free list.is involved, although the United States 
Executive is not itself, we understand, in a position to offer such con- 
cessions. The fact that we have been unable to go further towards 
meeting the United States’ requests arises from the inherent difficulties 
of which you are well aware and which we have tried to explain in 
our reply. For example, the attitude of some of the Dominions is 
bound to be affected by the difficulty they have experienced in de- 
veloping their exports to the United States. The United States au- 
thorities will realise that outlook and opinion vary greatly in the 
different Dominions and that proposals which might serve as a basis 
of discussion in some would be entirely unacceptable in others. 
We appreciate the political importance which would attach to a 

trade agreement between this country and the United States. We also 
concur in the view that an agreement of very narrow scope would be 
scarcely worth negotiating. But we think that the present United 
States proposals go far beyond what is politically and economically 
possible both here and in the Dominions. We are not of course, in 
a position to judge the political and “publicity” value within the 
United States of America of the proposals which, as indicated in our 
reply, we should be prepared to put forward to the Dominions, but 
they go very much further than anything we have previously contem- 
plated in negotiations with a foreign country. We should have 
thought that a good deal might be made of this (it certainly will be 
in this country) and a good deal also of conventionalisation, the prac- 
tical value of which, as it seems to us, has never been fully recognised. 

* Left at the Department of State by the Commercial Counselor of the British 
Embassy on April 22. 

© Infra.
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It assumes a greater significance if our duties on the items in the 
United States’ memorandum are compared with their own on the same 
items. Such a comparison shows that our own duties on these goods, 
which are for the most part staple exports from the United States, 
are in the main on a much lower level than the American. 

- In view of the fact that Dominion Ministers are already beginning 
to arrive, it would be helpful if we could as soon as possible have the 
United States replies on the matters on which further information is 
sought and learn whether they would desire us to approach the Domin- 
ions on the lines we now indicate. 

We have not yet had the detailed United States desiderata on the 
one other “essential” item, namely, hog products, and we should wish 
to have them at the present stage in order to see whether they are 
practicable. It would be no good raising matters with the Dominions 
if there is afterwards going to be an impasse on some other point. 
We should like to see what the picture as a whole looks like before 

approaching the Dominions. For that purpose we should be glad 
to have some amplification of the information in the Ambassador’s 
telegram No. 85 of 19th March, with perhaps figures, showing the value 
of the imports from the United Kingdom likely to be affected by the 
various reductions which the United States have got in mind. 

With regard to the note on raisins in our reply, you may think it 
well to explain orally that having regard to the very substantial 
interest which Greece and Turkey have in this commodity and to the 
fact that it is impossible to distinguish between the various classes 
of dried fruit which are comprised in this tariff specification, it seems 
doubtful whether the United States would derive any substantial 
benefit from a reduction in the duty. 

Yours sincerely, A. E. Overton 

611.4131/275 

The British Embassy to the Department of State 

1. The United Kingdom Government have carefully and sym- 
pathetically examined the memorandum enclosing the revised list of 

| products affected by the Ottawa Agreements on which an improve- 
ment in the treatment now accorded by the United Kingdom to the 
United States is suggested by the latter as a basis of negotiations for 
a trade agreement. They have also considered the list of products 
on which a binding of the present treatment is required. 

2. The examination has been made with every desire to meet the 
requirements of the United States, so far as appears possible without 
prejudicing the chances of favourable consideration by the Govern- 

ments of the Dominions, India, Southern Rhodesia and Burma. It
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is unfortunately clear that the United States proposals as they stand 
would, at least in many cases, be unacceptable to those Governments 
and the United Kingdom Government fear that it would be useless 
to submit the proposals of the United States Government in their 
present form to the Governments concerned. 

3. The United Kingdom Government desire to point out that there 
is little, if anything, which they could offer to the Dominions etc. 
by way of compensation for what the latter may be asked to give up 
in what is by far their most important market. Dominion goods 
already enjoy free entry into the United Kingdom (subject to a few 
exceptions mainly of a revenue character) ; consequently the field in 
which the Dominions concerned would probably seek compensation 
consists of further preferences, i. e. increased duties on imports from 
foreign countries of the classes of goods not covered by the United 
States desiderata. The United Kingdom Government believe that 
on general grounds the United States Government would share their 
desire to avoid any such result. 

4, The United Kingdom Government would also point out that in 
certain cases the United States proposals raise difficulties from the 
point of view of protecting home interests. This difficulty will no 
doubt arise more acutely in the further requests which it is under- 
stood that the United States authorities may put forward at a later 
stage (in regard to commodities on which the United Kingdom is 
free from commitments to other Empire countries), but it also arises 
on some of the items in the present list. The duty on fresh apples, 
for example, is largely protective in aim, and is almost entirely so 
during certain months of the year. Such a duty would have been 
imposed even if there had been no Ottawa Agreements, and protec- 
tive duties of the order of 20% ad valorem are far more difficult to 

reduce than protective duties of a much higher order. 
5. With regard to paragraph 8 of the United States Memorandum 

the United Kingdom Government assume that (subject to the reserva- 
tion in the fifth paragraph) List 2 contains all the items affected by 
the Ottawa Agreements in respect of which a binding of the present 
tariff treatment is required. But they think it well to point out that 
they would in general be unable to entertain proposals involving the 
binding of existing revenue duties. While in most cases the binding 
of other duties naturally presents fewer difficulties than reduction in 
the rates of duty, it is important to recall, as pointed out in Mr. 
Chalkley’s personal note of the 29th December,” that the United 
Kingdom Government are already faced with proposals for higher 
duties on a number of commodities in the course of discussions arising 

“Not printed. 

982609—54——-3
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out of the Ottawa Agreements, and in the consideration of the claims 
of domestic industries for increased protection. These facts are men- 
tioned lest the difficulties facing the United Kingdom Government and 
the value attaching to the conventionalisation of present duties and 
margins of preference should be underrated. 

6. The United Kingdom Government believe that the nature of the 
difficulties presented by the United States proposals will be most 
readily appreciated by a consideration of each item. This procedure 
will bring out in a practical way the difficulties which have already 
been formulated in general terms. The United Kingdom Government 
have accordingly prepared the attached notes,*? in which they have 
explained the position and indicated such alternative proposals as 
they would feel able to put to the various Governments concerned as 
a basis for consideration. It will be realised that their acquiescence 
must by no means be assumed. 

13 Aprin, 1937. | | 

611.4131/278 : Telegram | 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
| of State 

Lonpon, April 21, 1937—6 p. m. 
| [Received April 21—1:45 p. m.] 

234. In the course of a conversation an official of the Foreign 
Office took occasion to reiterate the request reported in the last . 
paragraph of my 218, April 14, 6 p. m.,” that an answer might be 
received on the British reply to the American list transmitted with 
the Department’s 1662, April 1st,“ before the convening of the Im- 
perial Conference. The Conference is scheduled formally to begin 
on May 14th; it will immediately adjourn for the Whitsun week 
end and its serious work will commence on May 19th. In this con- 
nection my informant stressed the importance in attempting to 
obtain concessions from the Dominions to be able to approach them 
orally for in any case when the British Government asked them to 
make concessions they would immediately reply “what will we get 
in return” and the answer could only be “the possibility of a better 
world”. My informant went out of his way to inquire why no re- 
quest was made for the elimination of the wheat preference and I 
could not but feel that the British would not like raising the question 
with the Canadians. In this connection he also mentioned that an 

“ Not printed.
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elimination of this preference would among other things successfully 
dispose of the Buffalo difficulties.“ 

Incidentally it is anticipated that the Imperial Conference will 
last for about 4 weeks. 

I gathered that the status of the Ottawa Agreements is briefly as 
follows: India like Canada will require new agreement. Australia 
which has given notice of termination does not wish to undertake 
conclusive negotiations until after its forthcoming election and if 
necessary the present agreement will by an arrangement be continued 
in force during the interim period. The negotiations for a revi- 
sion of the New Zealand Agreement are almost completed. Little 
seems to be known about the desires or intentions of South Africa. 

BincHaM 

600.0031 World Program/92 : Telegram 

The Secretary of State to the Chargé in the Union of South Africa 
(Z?ussell) : 

Wasuineton, April 28, 1937—noon. 

7. Iam sure that you have followed with sympathetic interest the 
extensive progress which we have made in our trade agreement 
program and I am confident that you are familiar with the attitude 
of myself and other officers of this Government that this program 
represents merely the American share of a movement which must 
be world-wide in character. The American Government is convinced 
that world-wide economic appeasement with progressive reduction 
of trade barriers is the only alternative to military adventures on 
the part of certain nations. We feel some concern lest the attitude of 
the British Commonwealth of Nations in respect to certain aspects 
of commercial policy, may impede rather than facilitate this broad 
movement, which is gathering adherents in all parts of the world. 

Specifically, we feel concern over the question of extreme imperial 
preferences... It would be easy for the governments of the British 

Commonwealth to take the position that preferences are a matter of 
purely domestic concern; a little analysis will demonstrate, however, 
that this statement is true only in a strict technical legal sense, if at 
all. While nominal or very moderate preferences within the Empire 
to demonstrate political relationship and solidarity are understand- 
able (in fact, the American Government in its trade agreement with 
Canada formally recognized the principle of imperial preferences), it 
can scarcely be denied that a preference extensive enough materially 

“ Regarding British tariff rates on Canadian wheat stored at Buffalo prior 
to shipment to the United Kingdom.
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to divert trade artificially from a foreign supplier to an empire sup- 
plier is thoroughly uneconomic and is indistinguishable from a pro- 
hibitive protective tariff. Such preferences not only hurt world trade 
by preventing its development, but, being uneconomic, will undoubt- 
edly in the long run seriously hurt the British Commonwealth of 
Nations. | - 

In view of the fact that it is understood that there will be important 
economic discussions at the Imperial Conference next month in 
London, it has occurred to us that it might be helpful if you dis- 
cussed confidentially and informally our views along the foregoing 
lines with responsible South African officials. Any discussion should 
be on your own initiative without any reference to any instruction 
from the Department. We desire to give you wide discretionary au- 
thority in this matter and if, for any reason, you feel that such a pre- 
sentation of views would be undesirable, telegraph the Department. 
Any criticism of empire preference should be friendly and be ac- 
companied by reiterations that our country will in any event do the 
best it can to cooperate in trade and in every other mutually desirable 
way with the Empire, but that of course we will be greatly handi- 
capped by its extreme nationalism. 

Hou 

611.0031/2828 oe 
Memorandum by the Secretary of State 

[Wasuinecton,| May 13, 1937. 

The British Ambassador came in to present Mr. Keith Officer, the 
new Australian Commissioner attached to the British Embassy. I 
welcomed him as an addition to the British Embassy staff and ex- 
pressed every disposition to work whole-heartedly with his govern- 

ment in matters of mutual concern. 
The British Ambassador remarked that it was well to have Mr. 

Keith Officer associated with the British Embassy here in order that 
the Ambassador might more accurately interpret, understand and rep- 
resent, the situation in and the true interests of Australia. I ex- 
pressed my hearty concurrence and satisfaction. 

I then added that as an illustration of the difficulty of understanding 
each shade of meaning or significance attached to a given condition or 
policy in another country, I recalled that some of the important offi- 
cials in the British Foreign Office until recently had not at all under- 

“In telegram No. 18, May 1, 11 a. m., the Chargé in South Africa reported that 
there were no responsible officials present in Pretoria with whom conversations 
should be held as most prominent officials who handled trade matters were en 
route to London (600.0031 World Program/96).



- UNITED KINGDOM ~~ 39, 

stood the true nature or significance of the liberal commercial program. 
being pursued by this government. I then remarked that in the first 
place we sought mutually profitable trade relationships with other 
countries; that a one-sided trade would in the end be hurtful to both 
countries alike; that a second point—the corner stone of American 
commercial policy—was the substitution of the principle of equality 
of treatment for the principle of discriminations; that this broad 
policy was even more important to the British Empire than to my 
own country, from the long viewpoint; that we proposed to stand 
for it and to fight for it indefinitely in the future as offering the only 
practical course towards permanent conditions of both economic well- 

being and military peace. : 
I then said that some years ago my country was seeking to pursue 

the narrowest isolationist, embargo commercial policy; that in doing 
so it had assumed a part of the major leadership of the world still 
further towards extreme economic self-containment; that this was a 
colossal blunder which played its full part in bringing on the present 
dislocated and chaotic conditions, both economic and political, in 
international relations and in world affairs; that this country since 
1933 had been strenuously striving to undo its injurious action and to 
aid in leadership back towards economic liberalism. I then added 
that nothing had been more clearly demonstrated during recent years 
than that it was impossible to organize unemployed, distressed people 
behind any stable structure, either of government, or peace, or eco- 
nomic well-being; that this fact had stood out after 18 years of effort, 
by European statesmen for example, to rehabilitate normal interna- 
tional relationships with the result that we could see nothing except 
high tension—due to the narrowest, cut-throat, trouble-breeding, trade 
methods and a wild, run-away race in military armaments. A dis- 
tinction was made between arming by peace-loving and pedce-seek- 
ing countries like the English-speaking countries when heavily armed 
international desperadoes were at large, and, on the other hand, arm- 
ing for purposes of aggression. , 

The British Ambassador spoke approvingly of what I said. The 
Australian Commissioner nodded his head from time to time in 
apparent approval or acquiescence. : 

| C[orpeLL] H[vi] 

611.4131/287a 

The Department of State to the British Embassy 

MEMORANDUM | 

1. The proposals submitted by the Government of the United States 
on March 2, 1937, with respect to the treatment which it would re-
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quest for certain products affected by the Ottawa agreements have 
been carefully reexamined in the light of the considerations advanced 
by.the United Kingdom Government in its memorandum of. April 
13, 1987. The results of these further studies are set forth in the 
attached supplementary statement “* which indicates such modifica- 
tions as the Government of the United States finds it possible to make 
in its previous proposals, and supplies the further information or 
explanation requested by the United Kingdom Government on certain 
points. 

2. In reexamining its proposals of March 2, the Government of 
the United States has taken into account the considerations advanced 
by the United Kingdom Government in its memorandum under 
reference. However, for reasons set forth in the paragraphs which 
follow, it has not found it possible to make any extensive modifica- 
tions in the requests previously made. 

3. In formulating its memorandum of March 2 and its reply to 
the questionnaire submitted on March 17 by the Commercial Coun- 
sellor of the British Embassy in Washington, the Government of the 
United States had in view the finding of a basis for a comprehensive 
trade agreement. Were the Government of the United States to 
accept as the basis for an agreement the proposals made in the United 
Kingdom Government’s memorandum of April 13, it would find itself 
compelled to restrict correspondingly the concessions which it would 
be prepared to accord the United Kingdom. The Government of the 
United States frankly does not believe that the negotiation of a 
narrow and limited trade agreement of this type would be worth 
while in view of the opportunities now presented, or constitute ade- 
quate leadership in the field of a general liberalization of trade rela- 
tions on the part of the Governments of the two largest commercial 
nations of the world. 

4. The United Kingdom Government will readily appreciate the 
fact that the nature of the concessions which the Government of the 
United States deems essential to a comprehensive trade agreement - 
grows out of the fundamental requirements of the policy pursued 
by it in the field of international trade relations. The Government 

: of the United States desires to conclude trade agreements with as 
many countries as possible in order that the beneficial effects of 
reciprocal relaxation of trade barriers be given the widest applica- 
tion. But the carrying out of such a program requires that the inter- 
ests of the various classes of American producers be taken into account. 
Hence the Government of the United States may easily find itself 
forced to contemplate the abandonment of all efforts to enter into 

“Not printed. | | .
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trade agreements with countries whose exports to the United States 
consist predominantly of primary products, unless improved oppor- 
tunities for the exportation of American agricultural and other pri- 
mary products, of the kind involved in the requests for concessions 
made in the memorandum of March 2, be obtained. | 

5. The considerations set forth above have a special applicability 
in the case of the United Kingdom andthe British Dominions. With 
reference to the third paragraph of the United Kingdom Govern- 
ment’s memorandum of April 13, it may be pointed out that whatever 
direct compensations the United Kingdom Government may or may 
not be in a position to offer the Dominions, the Dominions cannot 
fail to benefit from a policy of cooperation in this matter. A satis- 
factory agreement between the United States and the United King- 
dom would pave the way for similar agreements between the United 
States and the Dominions, negotiations with which must necessarily 
remain in abeyance until it is ascertained whether a basis for a com- 
prehensive trade agreement between the United States and the United 
Kingdom can be found. Moreover, in so far as economic relation- 
ships among the countries of the British Empire can be harmonized 
with the possibilities of expanding world trade, the movement for a 
constructive economic world program, from which all countries would 
enjoy immeasurable benefit, will, to a vital extent, be strengthened 
and assured of success. Above all, success in this field of effort will 
serve the supreme end of promoting world peace. 

_ 6. With reference to the fifth paragraph of the United Kingdom 
Government’s memorandum under reference, in which it is stated - 
that in general the Government of the United Kingdom would be 
unable to entertain proposals involving the binding of existing “reve- 
nue” duties, it would be appreciated if the Government of the United 
Kingdom would explain the sense in which the term “revenue” duties 
is used in this connection. 

¢. The United Kingdom Government, in its memorandum of April 
18, points out that concessions which it would be necessary for the 
United Kingdom Government to make in a comprehensive trade agree- 
ment with the United States might be regarded as undesirable not 
only by certain producers in the Dominions, but also by some pro- 
ducers in the United Kingdom. The United States Government must 
also envisage the possibility that the concessions which the United 
States would be called upon to make in such an agreement might like- 
wise be regarded as undesirable by many producers in this country. 
Difficulties of this nature are not to be avoided if any progress is to 
be made in reducing the barriers which are impeding international 
trade. It may be safely anticipated, however, that such immediate 
effects as the mutual concessions may have upon certain producers
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in each country will be more than compensated for by the benefits 
derived by all producers through improvement in both domestic and 
foreign markets, which inevitably will flow from the restoration of 
healthy international trade relations. 

Wasuineton, May 18, 1937. | 

841.01 Imperial Conference (1937) /35 : Telegram | 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
| of State 

Lonpon, May 24, 1937—5 p. m. 
[Received May 24—3: 35 p. m.] 

304. In the course of luncheon conversation Norman Robertson “ of 

the Canadian delegation made the following comments to a Secretary 
of this Embassy who has known him for some time, on the under- 
standing that they should receive the same confidential treatment that 
had been accorded his talks with Mr. Armour: Robertson indicated 
that he was slightly less optimistic now that he had come nearer the 
practical details. In the first place he saw the British Cabinet changes 
as presenting an adverse factor; Baldwin* had always somewhat 
apologized for tariffs and even his references to preferences were any~ 
thing but unthinkingly wholehearted. On the other hand his suc- 
cessor Chamberlain worshipped the memory of his father and attached 
emotional significance to his father’s preference system. Further- 
more, the contemplated change at the Board of Trade meant at worst. 
that Runciman would be replaced by a hard boiled Tory and at best 
Runciman would be unwilling to be active in fathering a policy he 
would not be able to rear. | 

Secondly Robertson elaborated on the difficulty of the Canadian 
position particularly the fact that any concessions they were called 
upon to make for the benefit of an Anglo-American trade agreement 
could not be submerged in a revision of an Anglo-Canadian agree- 
ment; that members of the Canadian Government would have to re- 
turn to Ottawa worse than empty handed having given up certain 
preferences the value of which 3 months ago they emphasized when 
the Anglo-Canadian trade agreement was ratified. In this connection 
Robertson said that his understanding of its position was that we did 
not wish to have a discussion of the particular Ottawa items incident 
to an Anglo-American trade agreement precede the enumeration of 
an Empire declaration for principle. However, the Canadian dele- 

“Economic expert, Canadian Department of External Affairs. 
“ Stanley Baldwin, British Prime Minister, 1935-1937. On May 28, 1937, Neville 

Chamberlain became British Prime Minister.
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gation felt itself in a somewhat difficult position for if it took the 
initiative in obtaining such a declaration it would be in effect writing 
the British a blank check and they thought that the British might be 
awaiting just such a development. On the other hand, they would 
not object to taking the initiative provided they knew in advance what 
it entailed in practical concessions. It was obvious that Robertson 
did not know what the British reply to the American memorandum 
contained although I gather that Ambassador Lindsay had given 
Mackenzie King personally and confidentially “without any strings 
attached” a copy of the American memorandum. Robertson did 
vouchsafe that he did not see how Canada could make all the con- 
‘cessions contemplated in the American memorandum and on the other 
hand he remarked that he was surprised at the omission of one or two 
items, in particular wheat. ‘The Liberal Government was on record as 
being opposed to the wheat preference; Australia he felt would be 
willing to give it up and although it antagonized the Maritime prov- 
inces it would stop the thorny transshipment questions which would 
please Buffalo and other interests. At the same time the removal of 
a duty preference on one of the essential foodstuffs should make a good 
impression throughout the world. In this connection reference is 
made to the British suggestion, last sentence first paragraph my 234, 
April 21, 6 p. m. 

. Brnenam 

611.4131 /292 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State 

Lonpon, May 24, 1937—6 p. m. 
. [Received May 24—3: 50 p. m.] 

805. In discussing the work of the Imperial Conference today a 
high British official referred to the latest American reply in the matter 
of the Anglo-American trade agreement and expressed disappoint- 
ment that there was so little modification in the American position 

since the last note. Speaking personally he said that he could under- 
stand this since as yet the Department of State had no detailed idea 
as to what the position of the Dominions might be and in this con- 
nection Ambassador Lindsay had telegraphed an urgent recommenda- 
tion that it was important to put before Secretary Hull at the earliest 
possible moment exactly what action the British Cabinet was taking 
with regard to the American reply more especially vis-a-vis the Do- 
minions and also exactly what the reaction of the Dominion repre- 
sentatives in London might be. Therefore the Board of Trade hoped 
to bring the American note before the British Cabinet on Wednesday
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and would seek permission to discuss this document with the various 
Dominion authorities on Thursday or Friday. As soon as possible 
thereafter Ambassador Lindsay would be informed of the trend of 
the discussions. 

Incidentally the latest name to be favored for the presidency of 
the Board of Trade in Chamberlain’s Cabinet is that of Oliver Stanley 
present Minister of Education.** 

BINAHAM ° 

841.01 Imperial Conference (1987)/41: Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State | | 

7 Lonpon, June 2, 1937—7 p. m. 
[Received June 2—2:30 p. m.] 

835. I understand from Norman Robertson in strict confidence 
that he and Pearson * representing the Canadians discussed yesterday 
with representatives of the seven interested British departments the 
recent Anglo-American trade agreement interchanges. (Appar- 
ently King, Dunning and the other delegates are concentrating on 
matters of foreign relations and imperial defense). These inter- 
changes will be taken up separately with each Dominion by the 
United Kingdom authorities. 

Robertson did not give me his final conclusions of the meeting 
which I gather had lasted several hours but he did mention that it 
was not beyond the bounds of possibility that the fight might even- 
tually have to be moved to Washington. He went on to emphasize 
the following: 

(1) that he had stressed that although political considerations 
should no doubt weigh with the Cabinets, nevertheless, we should an- 
ticipate that adjustments incident to the conclusion of an Anglo- 
American agreement would have to stand on their economic not their 
political merits; 

(2) that he had taken the line that any such concessions on the 
part of Canada as the recent Anglo-American interchanges seemed 
to contemplate would in turn necessitate | 

( a) that they should form a part of a “comprehensive pattern” 
an 

(6) that Canada should receive such compensation in corre- 
| sponding concessions as would meet with the approval of the 

Canadian electorate. 

23. eye Stanley became President of the British Board of Trade on May 
, 1937. 
“tester Bowles Pearson, First Secretary, London office of the High Commis- 

sioner for Canada.
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As regards (a) Robertson was very vague himself but his purpose 
seemed to be to obtain guarantees from the British regarding a re- 
lJaxation of their trade restrictive practices; as regards (6) Robertson 
seemed to envisage concessions on the part of the United States as 
well as Great Britain and he again emphasized the difficulties of 
‘Canada’s position in much the same way as reported in my 3804, May 

4, 5, p.m. | : . 
° (8) that the British argument had been based on the somewhat 
“simple attitude” that the Dominions would obtain virtually com- 
pensatory benefits from the indirect results which must flow from the 
conclusion of such a trade agreement at the present time. 

BincHAM 

€11.4131/310 

Memorandum by the Chief of the Division of Trade Agreements 
(Hawkins) 

| | [WAsHINGTON, ] June 4, 1937. 

Conversation: Mr. H. O. Chalkley, Commercial Counselor, British 
Embassy ; | 

Mr. Francis B. Sayre; © | 
. Mr. Harry C. Hawkins. a 

Mr. Chalkley called by appointment to discuss matters relating to 
the proposed trade agreement with the United Kingdom. After 
some general discussion as to the manner in which the situation is de- 
veloping at the Imperial Conference in London, Mr. Sayre referred 
to the British inquiry some time ago regarding the extent of the con- 
cessions which the United States on its side might be prepared to 
make in a trade agreement and to the tentative estimates which we 
gave to Mr. Chalkley on that occasion. Mr. Sayre said that since then 
we have continued our studies and now find, on the basis of more com- 
plete data, that our first estimates rather materially understate the 
extent of the concessions that it might be possible to make; that we 
think it desirable to advise Mr. Chalkley to this effect so that he will 
be under no misapprehension as to what it might be possible for us 
to do. 

Mr. Sayre had before him a copy of the tabulations prepared by 
the Trade Agreements Committee on the basis of its later and more 
complete studies and said that he would be glad to show them to Mr. 

Chalkley for his confidential information. Mr. Chalkley looked them 
over and began taking notes on them. After examining them and 
asking questions, he finally remarked that this material is extremely 
important and interesting and inquired whether he might not have a 
copy for confidential transmittal to London.
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_ Mr. Sayre replied that he thought there would be no harm in this, 
and gave copies to Mr. Chalkley. However, in doing so Mr. Sayre 
stressed the tentative nature of this material, pointing out especially 
that concessions to the extent indicated could be granted only if there 
were a complete guid pro quo. Mr. Chalkley said he understood this 
to mean full compliance by the United Kingdom with the requests 
that we had submitted. Mr. Sayre emphasized that it meant more 
than this; that the requests submitted are minimum and relate only to 
products on which the United Kingdom has commitments under the 

Ottawa agreements; that additional requests covering the whole range 
of our exports to the United Kingdom would later be submitted and 
that concessions by the United States to the extent indicated could 
only be granted if the requests to be made, as well as those already 
made, were satisfactorily met. 

Mr. Sayre also stated that the indicated concessions by the United 
States are tentative in the further respect that they must be subject 
to modification in the light of further study and in the light of 
evidence that will be submitted by private interests after the regular _ 
public announcements. 

Mr. Chalkley stated that he fully understood our position on the 
above points, and that in transmitting the material to London he would 
stress them. | : 

- Mr. Chalkley then referred to our list of requests already submit- 
ted, and said that almost certainly the Dominions would insist upon 
modifications on some points. For example, he said that he doubted 

| very much whether Canada would acquiesce in the granting by the 
United Kingdom of free entry on American lumber. He thought 
discussions between Canada and the United States might be necessary; 
that it might be desirable to work out some agreement or arrangement 
between the lumber producers in this country and in British Columbia. 
He also referred to the difficulty from the standpoint of the British 
most-favored-nation policy of a breakdown between the different spe- 
cies of lumber whereby American Douglas fir would be granted better 
treatment than the Baltic softwoods. He inquired whether we would 
be prepared to discuss modifications in our requests in case it turned 
out that the position of the Dominions should make this necessary. 

In reply, Mr. Sayre reminded Mr. Chalkley that in preparing our 
list of requests, we had conscientiously sought to whittle them down 
to the bare minimum compatible with our objective of concluding a 
comprehensive agreement and with satisfying the political and other 
pressures in this country. In view of these considerations, it is diffi- 
cult, he said, to envisage the possibility of modifying our requests. 

° Only the covering memorandum is printed, infra.
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Mr. Chalkley indicated that he understood our position, and said 

that we might as well postpone attempting to discuss the aspects of 

the matter to which he had referred until we have further information. 

from London. He took occasion to make clear his own personal atti- 

tude in regard to the proposed agreement and his desire conscientiously 

to do everything within his power to work out a really satisfactory 

solution. Mr. Sayre replied that we know what he is doing and 

deeply appreciate his contribution toward realizing the important 

object which we all have in view. , | 

611.4131/3810 a 

| The Department of State to the British Embassy 

| WASHINGTON, June 4, 1987. 

MemoraNpDUM ON PRESENT State or Our Srupies Wiru Respect ro 
Possirte Concessions Wuico May Br GRaNntTED BY THE UNITED 

STATES 

On March 17 the Commercial Counselor of the British Embassy 
submitted a questionnaire concerning the extent of the concessions 
which the United States might be in a position to make in a trade 
agreement with the United Kingdom. Our reply of March 19 fur- 
nished such general estimates as were then possible on the basis of 
preliminary and incomplete studies made at that time. A copy of the 
pertinent portions of the reply is attached hereto." Since then we 
have made intensive further studies, on the basis of which we have 
now reached somewhat more definite and detailed, though necessarily 
still tentative, conclusions, which we are in a position to communicate 
informally to the United Kingdom Government in amplification of our 
previous reply to the questionnaire of March 17. 

Our present estimate of the extent and character of the possible 
concessions which it may be feasible to accord the United Kingdom is: 
set forth in the attached tabulations.” | 

Of course, the concessions indicated are subject to such revision as 
may seem necessary as a result of further investigation or in the light 
of evidence presented by private interests following the regular public 
announcements. Naturally also, the actual granting of the concessions 
to the extent indicated would be dependent upon the reciprocal con- 
cessions which will be granted to the United States, including those 
coming within the scope of the minimum desiderata which have al-. 
ready been communicated, and those subsequently to be added. 

© See first three paragraphs of the memorandum of March 19, p. 19. | 
"Not printed. oo ;
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On certain items, particularly in Schedule 11, which are subject to 
compensatory, as well as to protective duties, only the protective por- 
tion of such duties can be considered at this time. However, in the 
event that the existing duties on the raw or semi-manufactured prod- 
ucts which serve as the basis for the compensatory rates, should subse- 
quently be reduced, it would be feasible to make corresponding 
adjustments in the compensatory rates. Consideration could be given 
to the inclusion in an agreement of a provision to this effect. 

Tt will be noted that the total of items with respect to which conces- 
sions appear possible on the basis of present information is 246, of 
which 239 are reductions, and that on more than 100 of these it now 
appears that it would be possible to make reductions ranging from 40 
to 50 percent of the present rates. : : 

In addition to the products indicated in the attached tabulation, 
it will probably be feasible also to include for binding most of those 
products now on the free list of which the United Kingdom is the chief 
source of imports into the United States. a : 

611.4181/800: Telegram _ _ | | | 
The Ambassador in the United Kingdom (Bingham) to the Secretary 

of State a | 

Lonpon, June 4, 1937— noon. 
| _ [Received June 4—10: 20 a. m.] 

344, Today’s Daily Telegraph contains an article by its well in- 
formed diplomatic correspondent which reads in part as follows: 

“Following premature disclosure in some Dominions of the lines 
along which attempts are being made to find a basis for a trade agree- 
ment between Britain and America considerable uneasiness developed 
yesterday .. .°° Disclosure of details through some of the Dominion 
press has resulted in some political embarrassment to those conducting 
these purely exploratory talks in London. It will also occasion dif- 
ficulties in Washington since the stage of “negotiations” which has a 
special significance under the United States Constitution has not been 
reached. | 

Conference talks in London have left no doubt in Dominion minds 
that an Anglo-American agreement on trade and other matters is a 
vital first step in the general plans for world settlement as seen by the 
United Kingdom Government. 

But when it comes to discussion of the actual sacrifices required of 
individual Dominions and the United Kingdom delicate home polit- 
ical questions are raised. It was not concealed yesterday that formi- 
dable difficulties are being encountered. 

Omission indicated in the original. a 7
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Before any final agreement with America can be reached it will 
also be necessary for Britain to prepare for some variations in her 
existing trade agreements with foreign countries. It is pointed out 
that all this will take time and early results must not be anticipated.” 

This article with its suggestion of delay might be noted in connection 
with the 7imes editorial quoted in my 342 of June 3, 9 p. m.,™ particu- 
larly the last two sentences thereof. 

Incidentally I had a short conversation last evening with a member 
of the new government who, although confining his remarks to general 
terms, left me with the same impression as that contained in the arti- 
cles referred to above. oO 

It may not be amiss to add here that certain newspaper correspond- 
ents have obtained from their sources of information suggestions that 
because of the immediate difficulties of the new government as well 
as the complicated character of present negotiations the emphasis here 
is being shifted to stress the importance of a future omnibus settle- 
ment which besides trade would. also deal with such matters as ship- 

_ ping, war debts et cetera, and for the present merely a limited Anglo- 
American trade agreement should suffice to keep the door open. __ . 

- oe BincHamM 

611.4181/309 : Telegram 

Lhe Ambassador in the United Kingdom (Bingham) to the Secretary 
| a | of State oe a 

| [Extract] 

Lonpon, June 10, 1937—5 p. m. 
| | [Received June 10—3 p. m.] 

367... . 

Incidentally after the Foreign Office dinner last evening the Prime 
Minister took [omission ?] to say to me that he hoped we fully under- 
stood his fixed purpose to cooperate with the United States as far 
as possible; that he was under the impression that his attitude had 
been perhaps misunderstood at least to some extent in the United 
States and I replied that I felt his attitude on this subject had under- 
gone a development in the last 2 years and that I now accepted with- 
out any reservation his assurances of the desire for friendly coopera- 
tion between our two Governments. Chamberlain went on to say 
that it was his firm hope and fixed purpose to work out a trade agree- 

* Not printed; it quotes an editorial entitled “An Opportunity” from the 
London Times of June 3, 1937 (611.4131/299).
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ment with the United States and that he intended to give his constant 
support to that end. 

However, from an unofficial source, which I believe is reliable, I 
understand that it is planned that Casey™ (see my 357, June 8, 
1 p. m.**) will explain in Washington the political difficulties facing 
the Lyons * government because of the forthcoming Australian elec- 
tion and will point out that the present British Government fully 
understands and is in sympathy with Lyons’ position because they 
also are in reality opposed to a Lang victory and in this connection 
it will be emphasized that Lang stands for extreme economic 
nationalism. 

Thus, there may well be an interim period in which the British 
and Dominions will attempt to clarify how far the United States 
is willing to weaken her present stand either in substance or by 
temporary agreement. 

- Binenam 

611.4181/313 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
| of State 

Lonpon, June 15, 1937—9 p. m. 
| _ [Received June 15—5 p. m.] 

384. My 187, April 2, 2 p. m., and subsequent. In conversation 
with a high official of the Board of Trade this afternoon, he stated 
that at the last meeting today of the heads of delegations of Imperial 
Conference Mr. Chamberlain made a very strong and moving im- 
promptu appeal that the Dominions should lend their cooperation 
for the conclusion of an Anglo-American trade agreement which 
would mean so much not only as a preliminary to a lowering of world 
trade restrictions but also towards the establishment of economic 
international peace. oO 
Summing up the attitude of the Dominions my informant. stated: 

(1) South Africa, conscious of the advantage of this approach to 
the United States and undoubtedly influenced by the role that must. 
be played by the United States in future gold discussions, had ex- 
pressed her entire willingness to withdraw her demands for increased 
preferences and agreed to make such adjustments as. would facilitate 
the conclusion of Anglo-American negotiations. ae 

(2) Mackenzie King had stated that he had dealings direct: with 
the United States and knew best how to handle the question with 

5R, G. Casey, Minister of the Treasury of Australia. For correspondence 
regarding his visit in Washington, see pp. 136 ff. 

Not printed. 
71 s£ LUvous Prime Minister of Australia.
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Washington himself. The British allege that the Canadian Prime 
Minister gave them the impression that he felt he could secure con- 
cessions from the United States which would permit him to yield 
on the particular items of the Ottawa Agreements that from a Cana- 
dian angle were necessary to an Anglo-American trade agreement. 

(3) The Australian delegates allegedly took the line that the United 
States was successfully bluffing England and that it was not possible 
in a preelection period for Australia to forego any preferences for the 
sake of an unsecured future betterment. However, the British au- 
thorities here as well as some of the Australians were apparently 
concerned that Mr. Lyons in the forthcoming election campaign 
even if pressed should make no campaign statements which would 
tie his hands for the future. | 

My informant in conclusion stated that in the next fortnight there 
would be prepared for despatching to Lindsay a full statement of the 
situation existing at the end of the Imperial Conference in the matter 
of the trade agreement. : oo 

I transmit the above as of interest although it is patently the 
British Board of Trade’s explanation. | | 

BINGHAM 

611.4131/338 : 

The President of the British Board of Trade (Stanley) to the 
Secretary of State | 

Lonpon, 15 June, 1937. 

Dear SECRETARY OF STATE: My first task as President of the Board 
of Trade has been to study the preliminary exchanges between our 
Governments on trade matters; and that study has prompted me to 
write to you in this informal manner, which I hope you will forgive. 

I have, of coarse, been familiar with your policy, and have known 
something of the practical effect you have been able to give to it. My 
reason for writing is to assure you of my personal sympathy with the 
objects you have proclaimed to the world as the proper aims of 
statesmanship, and to say that although I have not had the privilege, 
enjoyed by my predecessor, of personal discussion with you, I hope 
you will feel able to count on me as a collaborator. | 

You, I know, have had many difficulties. We too have difficulties to 
overcome. If progress seems slow, if delays are irritating—as they 
must be—I would only ask you to remember that these things are 
inevitable in all democratic countries. | 

I hope shortly to be able to let you know how much progress we 
have been able to make with the Dominions. For my part, I am con- 

“ Transmitted to the Secretary of State by the British Secretary of State for 
Foreign Affairs under covering letter of the same date. a Lo : 

982609—54——4
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vinced that a full and frank explanation of our position is the most 
useful step we can take in the immediate future. In that friendly 
spirit, we can make progress, and that is why I have ventured to 

send you on taking office this personal message of good will. : 

Yours sincerely, : Oliver STANLEY 

611.4181/322 | , | 

Memorandum by the Secretary of State. 

Fo [WasHineton,] June 24, 1937. 

The British Ambassador came in and handed me two notes: one 

from Mr. Anthony Eden, of the Foreign Office, and the other from 
the new President of the Board of Trade.” The Notes are self-explan- 
atory and copies are attached hereto. I thanked the Ambassador and 
requested him to thank these gentlemen. | - 
~The Ambassador prefers not to be over-confident about a trade 
agreement between our two countries, but does feel that -the 
movement is steadily gaining strength and going forward. ... 
The Ambassador said that he understood Mr. Chamberlain had made 
what was really a moving speech in the Imperial Convocation in sup- 
port of a trade agreement with. the United States. I suggested that 
there were two dangers ahead: one was that the whole matter might 
be delayed, from one cause or another, until the present fine sentiment 
in this country and many other countries—with considerable senti- 
ment taking root in Europe—might stagnate and sag down; the other 
question was whether the British would announce their destination 
as Chicago, instead of San Francisco where they really expect ulti- 
mately to go. I said I meant by that that they might be tempted to 
stop short of the favored-nation policy—too short in fact—as a first 
step, while concealing their main and final objective of the uncondi- 

tional favored-nation policy. | 
| | C[orpeLL] H[vir] 

611.4181/8338 

The Secretary of State to the President of the British Board 
| of Trade (Stanley) @ 

WASHINGTON, June 30, 1937. 

My Dear Mr. Srantey: The cordiality of your note and the identity 
of objective which it denotes, give hope that we are beginning a rela- 

Not printed. | 
” Supra. . . 
“Transmitted as an enclosure to a note of June 30, to the British Secretary 

of State for Foreign Affairs. | .
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tionship which cannot fail to bring to realization our common objec- 
tive. My appreciation of your message is the deeper because this 
objective seems to me so vital to the welfare of our two countries and 
to the general aspect of the whole world. oo 
When you have had time to examine thoroughly into the question, 

I believe you will find that the tentative outlines of a possible agree- 
ment between our countries offers to both a very substantial oppor- 
tunity for a solid enlargement of their trade along lines of mutual 
economic benefit. The example of cooperation in trade expansion 
as well as the opportunity to share fully in the benefits of such an 
Anglo-American commercial agreement would also be powerful in- 
ducements for other countries to resist trade arrangements of a type 
less helpful and less hopeful for the world. — ae 

It is upon my confidence in the results, especially as bearing upon 
the matter of maintaining peace, that this agreement will promote, 
that I shall rely for argument and persuasion successfully to. over- 
come in the future, as I have so far done, such opposition and criticism 
as may present themselves. I realize.that similar difficulties may 
beset you, and I am glad to know the spirit in which you plan to 
deal withthem. | re me 

‘These difficulties will suggest'delay. I shall do everything in my: 
power to overcome such delay for, when so much is happening day 
by day that tends to fit the world’s economic relations in firm molds 
of national struggle, all delay would involve risk and may create new 
obstacles. Our critics must be forced, I feel, to face their responsibility: 
for blocking action which may indicate the method by which the 
world can improve its condition on peaceful terms, | 

I shall give full and careful attention to the explanation of your 
program and position that you have offered to send in the near 
future. . 

Sincerely yours, Cornet, Huu 

€11.4181/826 : Telegram | 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State | 

Lonpon, July 2, 1937—noon. 
[Received July 2—11:37 a. m.] 

429. From Pasvolsky : * | | 
1, I have just had a full and frank discussion of American-British 

trade relations with Sir William Brown who as Permanent Secre- 

‘ Leo Pasvolsky, Special Assistant to the Secretary of State. |
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tary of the Board of Trade holds a key position with respect to trade 
agreement matters. Brown felt strongly that we fail to appreciate 
their difficulties and I felt equally strongly that perhaps because of 
pressure of other affairs he had failed to give sufficiently close con- 
sideration to the arguments we have been putting forward in our 
various communications. We canvassed thoroughly various aspects 
of the problem and as we concluded this part of the conversation he 
said that he was glad to have had the opportunity to discuss some 
of the possibilities that have been bothering him especially because 
in view of our long acquaintance neither of us needed to mince words. 

2. Brown then went on to say that he dislikes preferences as much 
as we do and is in full sympathy with our broad objectives. The 
British [omission?] for obvious reasons give up the principle of im- 
perial preference although they are fully prepared to press for a relaxa- 
tion of preferences whenever possible. He said that one of the most 
important ideas which Runciman brought back from Washington was 
the assurance that we would not ask for complete abandonment of 
the principle of imperial preference. That served more than anything 
else to convince the Cabinet that they should make every effort to 
reach an agreement with us. At the session of the Imperial Conference 
at which trade matters were discussed, Chamberlain made an ex- 
ceptionally moving and eloquent appéal for Dominion cooperation in 
making possible an agreement between the United States and Great 
Britain. (I had a similar description of Chamberlain’s speech from 
several sources.) In addition to setting forth their present ideas 
in the memorandum which they have despatched to Lindsay for 
presentation to us, they have sent to Washington an official of the 
Board of Trade who specializes on American matters and who will 
be prepared to give us detailed explanation of their position. 

8. As regards the attitude of the Dominions, Brown repeated pretty 
much what he has already told the Embassy. South Africa is willing 
to play ball but Canada and Australia are difficult. 

4. When we talked about Canada, Brown expressed a good deal 
of satisfaction with the new British-Canadian agreement whereupon 
I said that the haste with which the agreement was negotiated and 
signed was a matter of great disappointment to us. I said that the 
re-binding to Canada of the Ottawa margins of preference in Great 
Britain looked almost like a deliberate attempt to make more difficult 
an agreement between the United States and Great Britain. Brown 
replied that we must remember how difficult the Canadians are. At 
the time the new agreement was negotiated the Canadians were told 
and understood perfectly well that in view of the number of bound 
margins in Canada from which the British had released them they 
must be prepared to make the concessions needed for an agreement
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between Great Britain and the United States. In spite of this the 
Canadians took the position at the Imperial Conference that they 
would need compensation from us if they are to give the British what 
they need. Nevertheless Brown thought that something could be 
done on apples. He said lumber is more difficult both because of 

- Canada and of the Scandinavian countries, repeating the arguments 
they have already given us. | 

5. As regards Australia, Brown said that their principal preoccupa- 
tion at the present time is to keep Lyons from committing himself 
irrevocably on the subject of preferences. A statement is now being 
worked out at the Board of Trade which Lyons might make in the 
election campaign and which would still make it possible to do some- 
thing in the event of his victory at the polls. 

6. In view of all this I asked Brown why at the beginning of our 
conversation he was not more optimistic. He replied that it was partly 
the result of his general feeling, the frank discussion of which with 
me he thought was very helpful, and partly because he was frightfully 
tired after weeks of bickering with the Dominion representatives. 
He then added “never mind all that. Please believe me that we are 
trying and will continue to try our best.” He asked me to be sure to 
get in touch with him when I return to London in September on my 
way home. He wants to have another discussion in the light of what 
might transpire in the meantime. 

_ %, My general impression, more perhaps from what was hinted 
than said, is that while the British are extremely anxious to have an 
agreement they are going to make another attempt to get us to bargain 
directly with the Dominions. I think we ought to maintain our posi- 
tion in this respect. I doubt that we can get our whole must list and 
will have to recede substantially, especially on dried and canned 
fruits. But I doubt equally that we can get much more by paying the 
Dominions directly. I think we can get the removal of preference 
on wheat. I did not discuss the matter with Brown but I gather 
from conversations with an Australian and a Canadian friend that 
there is not likely to be great opposition in their countries. The fact 
that we did not ask for wheat originally should make it relatively 
easy for us to indicate it as compensation for some recession. I think 
we ought to stick to our tobacco request. I understand that the Treas- 
ury is questioning the idea of increasing revenue from tobacco by 
increasing the duty on Empire tobacco and thus narrowing the margin 
of preferences against us. There is going to be a great deal of bicker- 
ing on individual commodities but I think the chances for an agree- 
ment are very good. The atmosphere in London is extremely 
favorable in this sense and the Government is likely to come in for a 
good deal of unpleasant criticisms if they have to admit failure.
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Brown intimated that pressure for action on the part of the press 
and of many influential groups in and out of Parliament. was what 
decided them primarily to send Stirling to Washington in an attempt 
to expedite the preliminary stages. [Pasvolsky.] _. 

_ Brinecuam 

611.4131/829 : 

Memorandum by the Secretary of State 

| | [Wasuineron,] July 7, 1987. 

The British Ambassador called, accompanied by two trade experts, 
Mr. Stirling * and Mr. Chalkley. The British Ambassador had “a 
very long face” as he launched into a statement to the effect that the 
British Government finds itself confronted with serious difficulties 
in its desire to go forward with a suitable trade agreement undertaking 
with the United States; that his Government has contractual trade 
relations with the Dominions; that the Dominions are very difficult to 
deal with in relaxing and liberalizing this situation ; that the difficulties 
are serious. He then said that one helpful step would be for his Gov- 
ernment to return to the Dominion governments certain trade conces- 
sions which they had given to the British Government as this would 
enable the Dominions to have more leeway in making trade agreements 
with other nations of the world. I inquired if this was construed to 
require the United States, for example, to bargain and pay not once 
but twice. They replied that it did not. _ | oe 
_I then remarked that the Dominions in all reason should not be so 

difficult to deal with in respect to their Ottawa Empire concessions 
by the British Government, for the reason the fact is notorious that 
the Dominions, especially Canada, insisted upon and secured the lion’s 
share while the United Kingdom itself had to be content with a wholly 
inadequate list of concessions in return; that in these circumstances, 
assuming that the Dominion statesmen are for a broad liberal pro- 
gram such as this Government is supporting, there should be no real 
difficulty or hesitation on the part of the Dominions to somewhat lib- 
eralize their concessions from the British Government, although I said 
that I was not passing on that matter so much as I was calling atten- 
tion to the logic which the uncontroverted facts suggest. I then 
stated that the Finance Minister of Australia was in to see me some 
days ago™ and, as with his microscope he began to look about, he 

“* Of the British Board of Trade. 
1 err memorandum by the Chief of the Division of European Affairs, July
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seemed to be seriously concerned to visualize the wholly minor trade 
items and other phases of the big economic objective rather than the 
latter itself; that in that connection this Government last year, in the 
face of exasperating embargoes wholly without bases from the stand- 
point of fair dealing and fair play, proceeded to buy vast quantities 
of wool and certain other products from Australia, making a favorable 
trade balance to that country and thus illustrating the broad atti- 
tude that the various governments must assume and practice if they 
are to get anywhere in economic restoration. | 

The British Ambassador then said that the United Kingdom was 
not without its serious difficulties at home, for the reason that the 
proposed trade agreement would require the removal of much of the 
protection which some of the home industries are now enjoying. I 
said that I was well aware of that situation, but I would be glad if 
the Ambassador would transmit to his Government the experience 
of the Government of the United States in this regard; that three 
years ago apparently 90% of the American people were blindly and 
solidly for embargo tariff protection; that most statesmen said it 
would be foolish, as well as futile, to attempt to carry forward a broad 
trade agreements and trade restoration program such as some of us 
were proposing; that we persisted, however, with the result that today, 
while various groups are selfishly for embargo protection, the country 
as a whole is definitely behind our trade agreements program. The 
Ambassador readily agreed that from his personal knowledge this 
was what took place. | a 

I then remarked that for the benefit of any of our Dominion friends 
I could say that when I discussed this broad economic and peace 
objective with high officials of other governments in Europe they as 
a rule immediately brought up the British Empire and inquired of 
me how this movement could go forward, satisfactorily at least, 
while the British Empire was moving backward further towards 
economic autarchy instead of forward in support of economic liberal- 
ism. I added that when the program we took to and brought back 
from Buenos Aires for general peace and economic rehabilitation 
is suggested to some of the important nations on the Continent as the 
only substitute for present practices and policies of armament races 
and narrow trouble-making trade methods, which today are re- 
sponsible for a state of turbulence, threatened violence, and more or 
less of a constant uproar throughout Europe, we have the British 
Empire and its attitude thrown in our faces. | 

The Ambassador finally said that the governments of the United 
Kingdom and of the Dominions are each favorable to our program 
and desirous of cooperating to carry it out. I expressed my interest.
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and appreciation but emphasized the view that the great danger is 
that there will be excessive discussions and controversies about purely 
minor phases of the program with the result that the matter may be 
delayed until it is too late. | | 

C[orpeti] H[ vty] 

611.4181/3273 , 

Memorandum by Mr. Constant Southworth of the Division of Trade 
oo Agreements 

a [Wasuineton,] July 8, 19387. 

Conversation: Mr. Chalkley and Major Heywood of the British 
Embassy ; 

Mr. Stirling of the British Board of Trade; 
Mr. James Clement Dunn, Mr. Minter, Mr. 

Deimel,®” Mr. Southworth. 

Mr. Chalkley, Major Heywood and Mr. Stirling came to Mr. 
Deimel’s office the afternoon of July 8. Mr. Chalkley read out loud 
a memorandum setting forth in general terms some of the considera- 
tions facing the Dominions in formulating their positions relative 
to the American request for reduction of preferences enjoyed by them 
in the British market. He elaborated orally on parts of the memo- 
randum. He stated that probably on July 9 or 10 he would send Mr. 
Deimel a copy of this memorandum in elaborated form. He also indi- 
cated that he might send statements setting forth the British position 
relative to our requests for concessions on individual commodities, as 
a preliminary to oral discussions which it was agreed will begin next 
week, or even possibly this week. 

Mr. Chalkley and Mr. Stirling inquired as to what order it would 
be desirable to follow in discussions of the individual commodities, 
suggesting that it might be psychologically helpful to begin with com- 
modities relative to which a mutual understanding seemed to be the 
nearest. It was agreed, however, that it will be more satisfactory to 
discuss the commodities in the order in which they appear in our lists, 
which follow the order of the British import statistics, except that 
consideration of rice will be deferred because Mr. Stirling had not yet 
had an opportunity to ascertain the attitude of India and Burma, 
whose delegates reached London only as Mr. Stirling was leaving. 

“Chief of the Division of European Affairs. 
© John R. Minter of the Division of European Affairs. 
* Henry L. Deimel, Jr., Assistant Chief of the Division of Trade Agreements.
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611.4181/338 

The British Embassy to the Department of State 

Recorp oF STATEMENT Mane sy Mr. CHALKLEY AND MR. STIRLING AT 
THE STATE DEPARTMENT ON THE 8TH OF JULY, 1937 

Mr. Chalkley said that the Ambassador in his talk with the Secre- 

tary of State on the previous day had referred to the letter of June 
15th from Mr. Oliver Stanley, President of the Board of Trade, to 
Mr. Cordell Hull suggesting that “a full and frank explanation of our 

position is the most useful step that we can take in the immediate 
future.” The Ambassador had in fact explained to Mr. Hull in gen- 
eral terms the position resulting from the conversations which United 
Kingdom Ministers had held in London with the Ministers of other 
Empire Governments, adding that the United Kingdom Government 
had sent out Mr. Stirling, a permanent official of the Board of Trade 
who had been concerned with these conversations throughout, in order 
that further discussions with the United States authorities might be 
conducted in the light of first-hand knowledge of what had recently 
passed in London. In accordance with the understanding reached 
with Mr. Hull, Mr. Chalkley and Mr. Stirling would repeat and 
amplify the Ambassador’s statement, in the following form :— 

1. The concessions required by the United States Government in 
their memorandum of March 2nd and May 18th affect the contractual 
rights of four Dominions as well as of India, Burma, and Southern 
Rhodesia. Further progress is therefore dependent, not on the de- 
cision of the United Kingdom Government alone, but of the several 
Dominion and other Governments concerned. These Governments 
are entirely autonomous in economic matters, they enjoy contractual 
rights in the matter of free entry and preferences for the products of 
their countries on importation into the United Kingdom. It was 
therefore necessary to ascertain how far they might be willing to agree 
to waive their rights in so far as those rights are affected by the re- 
quests which the United States put forward as “essential”. These en- 
quiries have now been made, and while there still remain considerable 
difficulties, the United Kingdom Government are anxious to examine, 
in cooperation with the United States Government, all possible means 
of solving them. 

2. In the course of the recent discussions in London the Dominion 
and Southern Rhodesian delegates (it had not been possible up to the 
time when Mr. Stirling left London to ascertain the views of the Gov- 
ernments of India and Burma) expressed general sympathy with 
the underlying objects of an Anglo-United States trade agreement.
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It is clear that the Governments concerned share the desire of the 
United States and United Kingdom Governments that everything 
possible should be done to promote the expansion of world trade and 
to make possible an agreement having that purpose, and that they 
would help so far as political exigencies in their own countries allow. 

3. It appears, however, that the Dominion Governments would in 
varying degrees find it essential to obtain compensation for any ad- 
vantages which they might forego in the United Kingdom market 
in order to be able to justify in their own countries the concessions 
which they might be called upon to make. 

4, This raises the question of what compensation is available. The 
United Kingdom Government did not fail to call attention to the 
advantages which would accrue to the Dominions from :— 

(a) participation in the general expansion of world trade hoped 
for from the conclusion of an agreement with the United States, 

(5) the increased purchasing power of the United Kingdom for 
Empire products which might be expected to result from the conclu- 
sion of such an agreement, 

(c) the assurance contained in paragraph 5 of the United States 
memorandum of the 18th of May that a satisfactory agreement with 
the United Kingdom would pave the way for similar agreements with 
the Dominions, 

(dz) reductions made in the United States tariff in an agreement 
with the United Kingdom on commodities of which the Dominions 
were also suppliers, 

(e) such compensation as the United Kingdom Government could 
offer them. . 

5. As regards (e) compensation by the United Kingdom could take 
only two forms, namely (1) to give the Dominions alternative ad- 
vantages in the United Kingdom market, and (2) to give sympathetic 
consideration to such reasonable requests as they might themselves 
desire to put forward for the modification of preferences now enjoyed 
by United Kingdom goods in their markets, in order to facilitate trade 
negotiations between themselves and foreign countries, including the 
United States. 

6. As to (1), Dominion goods already enjoy free entry in the 
United Kingdom (with a few exceptions of a revenue character). One 
way out might have been to compensate the Dominions by increases of 
duties on foreign goods designed to give the Dominions further prefer- 
ences. The United Kingdom Government however decided that they 
could not contemplate such a course because they regarded an agree- 
ment with the United States as a step towards a general reduction of 
trade barriers. Thus the only form of compensation which the United 
Kingdom is in fact able to offer the Dominions is that of being ready 
to agree to some abatement of its rights in their markets if those
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rights should stand in the way of trade negotiations which they might 
wish to conduct. | , | 

7. The United Kingdom Government made this offer to the repre- 

sentatives of each Dominion in turn. South Africa accepted it in 
principle and will formulate proposals to the United Kingdom on 
these lines. The representatives of the Union Government, however, 

asked the United Kingdom Government to emphasise the fact that 
they (the Union Government) were showing themselves ready to make 
considerable sacrifices and to request that this fact should be borne in 
mind when at a later stage they came to negotiate with the United 
States. The other Dominions felt that.in order to justify concrete 
concessions they would require something more than hypothetical ad- 
vantages to be gained by future trade negotiations. They are faced 
with political difficulties which can be overcome only if they are able 
to persuade their Parliaments that commercially they would be no 
worse off by agreeing to concessions in favour of the United States 
than they are at present. In other words they must have something 
more tangible to show in return for immediate concessions than an 
assurance that an Anglo-United States agreement would pave the 
way for negotiations with them or that the United Kingdom would 
help them in trade negotiations by yielding up some preferences. They 
regard both of these suggestions as deferred compensation, which is 
not enough to meet their immediate difficulties. 

8. An Australian Minister recently in Washington has explained 
the position of his Government. A New Zealand Minister will no 
doubt be doing the same next week.® The position of the Canadian 
Government as explained by their Ministers recently in London is 

_ that if they are to justify the impairment of the advantages for which 
they gave consideration in the recent Anglo-Canadian Agreement, 
they must be able to point to satisfactory compensating advantages. 
It is believed that the Canadian Government would welcome discus- 
sions with the United States Government which would be simultane- 
ous and linked with those between the United States and the United 
Kingdom. | 

9. The foregoing part of this statement has been concerned with the 
Dominion position. Many of the United States requirements also 
closely affect United Kingdom producers. It is true that in their case 
no contractual rights are involved and the position is therefore less 
rigid. It is nevertheless difficult enough and all the more difficult 
because the United Kingdom tariff is relatively low. The readiness 
of the United Kingdom to go as far as possible in meeting the United 

* See memorandum by the Assistant Chief of the Division of Trade Agreements 
i987 O08 with New Zealand Government officials, July 12, 13, and 14,
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States requirements must be taken to mean, not that the requirements 
occasion no difficulties, but that the United Kingdom Government 
were prepared to face those difficulties, which are substantial. — 

10. Explanations of the position in regard to particular commodi- 
ties, so far as it can at present be defined, will be offered to the United 
States authorities at an early date. 

WasHineton, July 10, 1937. | 

611.4131/335 

The British E’'mbassy to the Department of State ® 

The attached statements show in greater detail the attitude adopted 
by the individual Governments concerned and its effect on the particu- 
lar commodities involved :— 

: AUSTRALIA 

In the case of Australia there is a special difficulty. A general 
election is due to be held towards the end of this year. It seems to the 
U. K. Government very doubtful whether the Australian Government 
would be prepared to make concessions on some dried fruits, especially 
raisins. and on certain of the canned fruits. On the other hand, it is 
understood to be unlikely that the Australian acreage devoted to the 
production of some of these fruits will be increased in the near future. 
This might be regarded as going some way to meet the United States 
requirement expressed in paragraph 4 of their memorandum of March 

2nd. | 
The other commodities in the United States’ proposals, in respect 

of which Australia enjoys guaranteed preferences under the Ottawa 
agreement, are apples, pears, grapefruit and honey. For all these 
other items Australia is less concerned than other Dominions and given 
time it is hardly to be expected that an impasse should arise on such 
items owing to the difficulties of Australia. 

This statement of the position of Australia as it appeared to United 
Kingdom Ministers at the close of the London conversations should 
be read in conjunction with the State Department record of their 
subsequent conversations in Washington with Mr. Casey. 

New ZEALAND 

The discussions in London with New Zealand Ministers and offi- 
cials showed that the attitude of New Zealand was not unlike that 
of Canada. They pointed out that any easing of the position on 

J * Honded to the Assistant Chief of the Division of Trade Agreements on 
uly 15.
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apples, pears and honey (the three items on which they at present 
have guaranteed margins of preference) in favour of the United States 
would prejudice New Zealand interests. They added that, if it could 
be shown that an Anglo-United States agreement would benefit both 
the United Kingdom and New Zealand, then their Government would 
be ready to make such concessions as might be necessary. 

This statement of the position of New Zealand as it appeared to 
United Kingdom Ministers at the close of the London conversations 
should be read in conjunction with the State Department record of 
their subsequent conversations in Washington with Mr. Nash. 

SourH AFRICA 

The discussions in London with Union of South Africa Ministers 
and officials showed that they thought that some of the United States 
requirements were excessive, but the Union Government would, within 
reason, accept any decision reached by the United Kingdom Gov- 
ernment. 

| _ SourHern Ruopesta | 

The discussions with the Ministers of Southern Rhodesia showed 
that they would make no difficulty in regard to grapefruit. As regards 
tobacco, the Southern Rhodesian representatives were asked to con- 
sider some reduction in the existing margin of preference (which for 
revenue reasons would have to take the form of an increase in the 
preferential rate of duty and not a decrease in the general rate). It 
became evident, however, in the course of the discussions that it would 
be politically impossible for the Southern Rhodesian Government 
to agree to any waiver of their rights. Political power in Southern 
Rhodesia rests mainly in the hands of the agricultural settlers, To- 
bacco is their great export crop and the United Kingdom is by far 
their largest market for that tobacco, taking about two-thirds of their 
total production. Moreover, there seems no possibility of developing 
exports of tobacco or other agricultural products to the United States 
of America or other foreign countries. In view of the attitude of 
the Southern Rhodesian Government and of the fact that the tobacco 
preference is guaranteed until 1942, there can be no possibility of 
meeting the United States request on this item. 

CANADA 

The Canadian Ministers in London indicated that the Canadian 
Government would give early and earnest consideration to the ques- 
tion of how Canada could reasonably and effectively cooperate in 
facilitating a successful outcome to the discussions between the U. K. 
and the U.S. A. Pending consideration of the question by the Cana- 
dian Government as a whole the Canadian Ministers in London made 
an informal and preliminary examination of the U. S. proposals.
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Their view was that if they were to justify the impairment of the 
advantages which they obtained in the recent Anglo-Canadian Agree- 
ment, they must be able to point to satisfactory compensating advan- 
tages. They added that it would be easier for the Canadian Govern- 
ment to justify sacrifices on their part if they were only part of a 
comprehensive agreement, in which the U. K. Government also made 
concessions in the duties designed to protect the U. K. home producer. 

They pointed out that, while in general the Canadian Government 
would be prepared to consider the adjustment of preferences on the 
basis of compensation, the abandonment of the preference on lumber 
would be impossible. Apart from lumber, the most difficult item for 
Canada would be apples, for which substantial compensation would 
be necessary. It is not anticipated that they would make any great 
difficulty about the other items on which they have guaranteed mar- 
gins of preference (apart from tobacco which must be ruled out on 
other grounds). 

The discussions in London with Canadian Ministers and officials 
showed that they felt very strongly that the Canadian Government 
should either be a party to any Anglo-United States negotiations, or 
that they should themselves conduct simultaneous negotiations at 
Washington. The Canadian Ministers seemed to be more and more 
turning in the direction of a simultaneous and linked negotiation be- 
tween Canada and the United States. 

INDIA AND BURMA 

The position has not yet been discussed with the respective Govern- 
ments, and it is therefore only possible to conjecture what their atti- 
tude will be. In view of the decision reached in regard to tobacco, 
rice is the only item on the American “essential” list which concerns 
these two countries. The suggestion in the United States memoran- 
dum of 18th May for a differentiation in duty based on the value of 
rice, has been examined and appears to be impracticable. Attempts 
to frame a similar differential scheme for malting barley have been 
abandoned. Apart from difficulties created by fluctuations in value 
there would be a strong incentive to price manipulation, and it would 
pay to increase the declared value in order to get the article in at 
the low rate of duty. In these circumstances, the question of the duty 
on rice must be reserved pending discussions with the Indian and 
Burmese Delegations who have recently arrived in London. 

SUMMARY 

The position resulting from the discussions in London on the 
products affected by the Ottawa agreements, is that a concession on 
tobacco is impossible, as is also any substantial concession on timber.
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As regards most of the dried and canned fruits, any concession is 
impracticable at present, although it is just possible that something 
might be achieved later in a negotiation which secured counter-con- 
cessions satisfactory to Australia. At present it is not possible to 
say anything definite on rice though it is hoped that further instruc- 
tions in this regard will be received from London shortly. : 

For the rest the U.K. Government believe that it is possible that 
the Dominions will go at least some of the way toward meeting the 
desiderata of the United States, subject to means being found to com- 
pensate Canada (especially on apples) and, in less measure, New 
Zealand and Australia (both of whose interests are comparatively 
small, apart from the Australian dried and canned fruits). 

Tae Unirep Kincpom | 

Home producers are affected (a) by some of the United States pro- 
posals dealt with above and notably by that in regard to apples, 

| (b) by the demands for the conventionalization of the existing tariff 
treatment of the products mentioned in List 2 (attached to the United 
States memorandum of 2nd March), (¢c) by the demands on hog 
products and (d@) by the further demands which are still to be put 
forward and which will be examined with the same readiness to sub- 
ordinate particular interests to the general objective as the U.K. 
Government think they have shown hitherto. Their readiness to 
go as far as possible in meeting the United States demands under 
these heads must be taken to mean, not that the demands occasion no 
difficulties, but that the U. K. Government are prepared to face the 
difficulties. Reference was made to the question of apples in the 
U. K. Government’s memorandum of 138th April, and it is unneces- 
sary to add to it. As regards conventionalizations the U.K. Govern- 
ment are prepared to go far to meet the United States requests on 
List 2, although this involves real difficulties. For example, a con- 
cession on canned pilchards, owing to their competition with canned 
herrings, will provoke considerable criticism. 

Most careful consideration has been given to the requests of the 
United States Government in regard to hog products. In view of the 
importance which is attached to them the U.K. Government would 
be prepared, as part of a satisfactory agreement, to meet those re- 
quests to the extent shown below (the references are to the sub-para- 
graphs in paragraph 5 of the “Supplementary Statement” ” attached 
to the United States memorandum of 18th May). | 

(1) The U.K. Government could not offer to guarantee free entry 
for hams and shoulders, but they would be prepared to offer an under- 
taking not to impose a duty higher than a certain minimum percent- 
age ad valorem. Normally they would not be prepared for this pur- 

* Not printed.
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pose to name a figure lower than 10% which, as the United States 
Government are aware, is the level of the general ad valorem duty. 
But in the special circumstances the U.K. Government might in this 
particular case, be prepared to agree to a somewhat lower figure. So 
long ago as June 1935 the United States Government together with 
other Governments interested, was informed of our proposal to 1m- 
pose a levy on imported bacon and hams. This proposal was not 
brought into force at the time only because it required the consent of 
certain countries having the right of free entry. 

(2) (a2) The United States proposal raises great practical difficulties 
but the U.K. Government are prepared in principle to establish a 
separate quota for hams. They could not undertake to extend this 
treatment to shoulders which, they are informed, are normally cured 
as bacon and are always entered as bacon for British Customs pur- 
poses. Apart from questions of Customs definition there is the diffi- 
culty that there would be no statistics of imports of shoulders upon 
which any separate quota could be based. In the last 2 years United 
Kingdom imports of bacon from the United States have been less than 
38% of total United Kingdom imports of bacon and hams from the 
United States of America so that it does not appear that the point 
can be of much practical importance. 

(6) The U.K. Government would be prepared, in principle, to 
accord to the United States a percentage of the quota for hams based 
on past imports. The proposal to guarantee a specific percentage, 
however, affects the rights of certain foreign countries with which 
trade agreements have been made: the Swedish Agreement™ con- 
tains an undertaking by the United Kingdom Government not to guar- 
antee to any country other than Denmark a percentage of imports 
of bacon and hams, and the Danish and Polish Agreements ” contain 
guarantees applying to bacon and hams taken together. It will be 
necessary to agree with these countries modifications of the guarantees 
iven to them before any guarantee can be given to the United States, 

but no insuperable difficulty is anticipated from this. 
(c) The request for a minimum quantitative guarantee raises seri- 

ous difficulties. At present hams are included in the general bacon 
scheme under which imports from foreign countries are adjusted to 
the general supply position, after taking into account home production 
and imports from Empire countries. A minimum guarantee to the 
United States of America in regard to hams might in certain circum- 
stances involve a progressive increase of imports with serious effects 
on the market. The U.K. Government would, however, be prepared 
to discuss this question with the United States delegates during the 
negotiations. | 

_ (8) The U.K. Government would also be prepared to undertake 
not to impose any quantitative restriction on imports of lard from 
U. S. They would also be prepared to give an undertaking not to 
increase the present amount of duty (probably in the form of a specific 
duty, and possibly to offer some reduction on a specific basis). 

™ Agreement with Sweden, signed May 15, 1933, League of Nations Treaty 
Series, vol. cxL., p. 317, and amended May 27/June 15, 1935, ibid., vol. cix, p. 422. 

7 Agreement with Denmark, signed April 24, 1933, ibid., vol. cxxxIx, p. 127; sup- 
plementary agreement, June 19, 1936, ibid., vol. cLxxvu, p. 421. Agreement with 
Poland, signed February 27, 1935, ibid., vol. CLx1I, p. 181.
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611.4131/337 

Memorandum by the Assistant Chief of the Division of Trade 
Agreements (Deimel) 

[ Wasuineton,] July 16, 1937, 

Conversation: Mr. Chalkley 
: Mr. Heywood } of the British Embassy 

Mr. Stirling 
Mr. Dunn 
Mr. Moffat 
Mr. Minter 
Mr. Southworth 
Mr. Deimel 

Messrs. Chalkley, Stirling, and Heywood called at 3 p. m. Thurs- 
day afternoon, July 15, by appointment. In arranging the appoint- 
ment Mr. Chalkley had indicated that they wished to discuss proce- 
dure for supplying us with the information brought from London 
by Mr. Stirling. Actually, however, they brought in, and Mr. Stir- 
ling read to us, a compilation of specific statements, which they said, 
while of course official, should be regarded as emanating from the 
British Embassy rather than from the Government at London. 
There is attached the copy of these statements which they left with 
us.74 Mr. Chalkley and Mr. Stirling said that our record of our recent 
conversations with the Australians and New Zealanders was to be 
considered as supplementing these statements. : 

They also raised in discussion the following points: 

(1) That Canada had indicated an interest in participating in 
discussions with us on the subject, and that they (Chalkley and associ- 
ates) would be glad to have our reaction to the suggestion unless we 
preferred to communicate it direct to the Canadians; 

(2) That they would like our consideration of the possibility of 
broadening our principal supplier rule so that there might be in- 
cluded in the desiderata which the United Kingdom would submit 
in the course of trade agreement negotiations, requests for conces- 
sions on commodities which would be of principal interest to some of 
the Dominions: for instance, the Canadians had indicated that they 
were interested in codfish and also in our duties on patent leather, 
honey, and apples; 

(3) That they would like to have our “supplementary desiderata” 
before an announcement was made that negotiation of a trade agree- 
ment with the United Kingdom was contemplated; in discussion, 
however, they did not appear to hold to this point very strongly ; 

% Jay Pierrepont Moffat, Foreign Service Officer, appointed Chief of the Di- 
vision of European Affairs on July 17, 1937, when Mr. Dunn became Adviser on 

Political Relations. 
™ Supra. 

982609—54——5
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(4) That with respect to rice, they expected shortly to learn from 
London the results of the discussions with the Indian and Burmese 
delegations which had recently arrived in London. 

Mr. Chalkley intimated the hope that we would find these state- 
ments adequate to enable us to reach the decision to make public an- 
nouncement that negotiation of a trade agreement with the United 

Kingdom is contemplated. He said that in the opinion of the British 
it would greatly facilitate reaching an understanding if the United 
States would consider its requests as negotiable rather than as iron-clad 
minima. He went on to say that his definition of a “negotiable re- 
quest” would cover, for instance, in the case of tobacco, consideration 

of such action as binding the present preferential margin. 
Mr. Chalkley has been indicating anxiety on the part of the British 

Government to make some early public announcement of contemplated 
negotiations. Mr. Stirling verified our conjectures by remarking that 
it was the view of the British Government that failure to do so would, 
in view of all the recent publicity, have as bad an effect as a break- 
down of negotiations after their initiation. 

Mr. Chalkley said that they would hold themselves in readiness 
to discuss the matter further with us at any time, and, if we had ques- 
tions to ask, would be glad to telegraph to London for the replies. 
He was assured that the statements submitted would immediately re- 
ceive our most careful and thorough study and analysis, and that we 
would communicate with him again as soon as we were in a position to 
ask further questions or make any comment. He was also told that we 
could not consider our own record of our conversations with the Aus- 
tralian and New Zealand officials as a part of the United Kingdom 
Government’s statement to us regarding the attitude of the Dominions 
toward our requests of the United Kingdom, but that we must neces- 
sarily look to the United Kingdom Government to make its own state- 
ment to us as to how the attitude of Australia and New Zealand, fol- 
lowing these conversations, might affect the United Kingdom 
Government’s attitude toward our requests. : 

611.4131/343 

Memorandum by the Chief of the Division of Trade Agreements 
(Hawkins) 

[WasuHrneton,] July 21, 1937. 

Conversation: Mr. H. O. Chalkley, Commercial Counselor of the 
British Embassy ; 

Major Henry Frank Heywood, Commercial Secre- 
tary, British Embassy ;
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Mr. John A. Stirling, British Board of Trade; 
Mr. Harry C. Hawkins; 
Mr. John D. Hickerson ; a 

Mr. Henry L. Deimel, Jr. ; | 
| | Mr. Constant Southworth. | 

Mr. Chalkley, Major Heywood and Mr. Stirling came to Mr. Hawk- 
ins’ office at 10 a. m., July 21, 1937, to discuss further the British 
statement of July 15 relative to concessions requested by the United 
States on commodities affected by the Ottawa agreements. 
We informed the British representatives that their recent reply to 

our requests with respect to products covered by the Ottawa agree- 
ments seems to us entirely unsatisfactory; that a tabulation of their 
latest proposals with those made on April 13 and rejected by us showed 
no improvement whatever. In fact, on certain items the present offer 
is less definite, and therefore less satisfactory, than the previous one. 
We said that, while this represented our own opinion, we had not yet 
submitted the matter to the Secretary for definite decision, as we 
first wanted to discuss the matter with the Messrs. Chalkley and 
Stirling in order to see whether they could not give us something a 
little more encouraging to be laid before the Secretary. 

The British representatives replied that what they have offered 
is as far as the position taken by the Dominions permits them to go. 
Canada, they said, is the principal obstacle to meeting our requests. 
The Canadians take the position that to sacrifice any part of their 
preferential position in the United Kingdom market without getting 
some compensation from us is not feasible from the standpoint of 
domestic politics. They pointed out that the Canadian producers 
of such important products as lumber and apples, rely to a very 
large extent on the United Kingdom market, and that acquiescence 
by the Canadian Government in the impairment of that market with- 
not obtaining definite compensating advantages for these important 
groups of producers is not within the realm of practical politics. 

We replied that it is, nevertheless, very hard for us to understand 
why Canada should stand in the way of an agreement between the 
United States and the United Kingdom from which Canada and 
other countries stand to gain long-run benefits of the greatest im- 
portance. We find it especially difficult to understand the Canadian 
position in view of the often expressed desire of the Canadian Gov- 
ernment to cooperate in the broad movement for the restoration of 
international trade. It seems to us, we said, that the Canadians are 
rather too inclined to look at the matter through a microscope, and 
to overlook the broad significance which a satisfactory agreement 

* Assistant Chief of the Division of European Affairs,
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between the United States and the United Kingdom would have from 
the standpoint of Canada’s own broad interests. Of more immediate 
Importance to Canada is the fact that a satisfactory agreement be- 
tween the United States and the United Kingdom is a prerequisite 
to any further trade-agreement negotiations between the United 
States and Canada. As for compensation to Canada for acquiescing 
in modifications of the United Kingdom preferences to that country, 
we pointed out that the most logical compensation would be com- 
pensation in kind; i. e., an undertaking by the United Kingdom to 
waive its preferential position in Canada to whatever extent may be 
necessary to permit the successful conclusion of such negotiations 
for a supplementary trade agreement with the United States as may 
later be undertaken. The British referred to the fact that this form 
of compensation has already been offered to Canada by the United 
Kingdom. We stated that this would seem to be the most logical 

form in view of the considerations just mentioned. 
The British representatives raised the question whether we would 

be willing, by way of compensation to Canada, to modify our chief 
source rule to the extent of including in the agreement between the 
United States and the United Kingdom some products in which 
Canada is interested, such, for example, as codfish. Canada would 
thus obtain benefits on such products under the most-favored-nation 
clause. We replied that we did not consider this possible; that any 
concessions from which Canada would derive the chief benefit must 
be reserved for any supplementary trade agreement which may be 
negotiated between the United States and Canada. 

With reference to the Australian attitude, Messrs. Chalkley and 
Stirling said that Australia apparently could not be expected to 
endorse any abatement of its preferences in the United Kingdom 
prior to the pending election; that it would be undesirable for the 
Lyons Government to place itself in a vulnerable position -in this 
matter because we might expect a labor government to be less inclined 
to cooperate than the present one. They said that, in view of this, 
if we insisted on a specific commitment on each product in our list 
before public announcement of contemplated negotiations is made, 
the announcement would have to be delayed until after the Australian 
elections. In order to avoid this delay they urged that announce- 
ment be made at once and that the question as to what should be 
done on our Ottawa list be dealt with in the negotiations. 
We replied that immediate announcement seemed undesirable for 

the reason that we would be embarking on negotiations without hav- 
ing settled the question now before us, and that negotiations would 
break down if it turned out that our requests could not be met. 
Moreover, we pointed out that it is public knowledge in all the coun-
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tries concerned that the question of the Ottawa preferences is the 
issue before us, and that announcement now would imply that the 
difficulty has been satisfactorily solved, which is not the case. The 
result would be that the Dominions would assume we had acquiesced 
in what they now offer and it might then be more difficult to get them 
to offer more. Also since the nature of our demands is known, it 
might be assumed in Australia that the Australian Government had 
acquiesced in them in whole or in part, with consequent embarrass- 
ment to the Government prior to the elections; this being the very 
thing it is sought to avoid. We also expressed doubt whether an- 
nouncement now would really save any time. 

Nevertheless, Mr. Chalkley felt that it would be better if announce- 
ment were made and if the present discussions of the Ottawa list were 
carried over into the actual negotiations. We asked him how a public 
announcement of negotiations and the mere fact of calling our present 
discussions “negotiations” could have any beneficial effects. Mr. Chalk- 
ley was unable to give any satisfactory answer to this. | 

Referring again to the attitude of Canada, Mr. Chalkley inquired 
whether, in order to facilitate negotiations with the Canadians, we 
would. be prepared to enter into negotiations for a supplementary 
trade agreement with Canada. The thought behind this suggestion 
apparently is that Canada’s only chance of specific compensation for 
sacrifices in the United Kingdom market lies in the opportunity for 
a supplementary trade agreement with the United States. Appar- 
ently it is thought that Canada should have some idea of what it 
would get under such an agreement in the way of concessions in the 
United States in order to determine whether it would really be 
compensated for what it is giving up. We replied that simultaneous 
negotiations would not seem feasible, for two reasons: first, the pro- 
cedural and organizational difficulties of carrying on two such im- 
portant sets of negotiations at the same time, and, second, the fact 
that the announcement of simultaneous negotiations with an im- 
portant agricultural country such as Canada would tend to impair 
the psychological benefits of the negotiations with the United King- 
dom from which American agriculture is expected to derive sub- 
stantial benefits. Mr. Stirling then asked whether we would be 
prepared to open “discussions” of an informal and confidential nature 
with Canada (similar to those which we had agreed to enter into with 
Australia and New Zealand) when a basis for negotiations with the 
United Kingdom had been found. We replied that an answer to 
this would have to be deferred until we could look at the record of the 
discussions with the Australians and New Zealanders and see what, if 
anything, had been said to them on this point, and could consider this 
suggestion in relation to the Canadian position. We promised to 
give them an answer soon.
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Mr. Stirling referred to the fact that it is a little difficult for the 
British to take a position on our “must” list until they know what 
other demands we.are going to make with respect to products not 
covered by the Ottawa agreements. He asked, therefore, that we 
prepare the remainder of our schedule I and give it tothem. This we 
agreed to do. | 

In the course of the discussion, it was made perfectly clear to the 
British representatives that before announcement of contemplated 
negotiations is made we must have an explicit reply from the United 
Kingdom as to what the United Kingdom is prepared to do for each 
product on our “must” list. The British representatives admitted, 
with some reluctance, that this would not delay an eventual agreement 
since this would have to be done sometime, although it would delay 
an announcement of intention. 

The British representatives indicated that in the light of their con- 
versation with us they would probably telegraph London for further 
instructions. 

Mr. Hickerson said that the United States would bring up the 
question of the United Kingdom’s treatment of American films if 
and when trade-agreement negotiations began. Mr. Chalkley said 
that the British might ask reciprocal concessions on films. 

611.4131 /352 | | 

Memorandum by the Chief of the Division of Trade Agreements 
| : (Hawkins) 

| [Wasuineton,] July 23, 1937. 

Conversation: Mr. H. O. Chalkley, Commercial Counselor of the 
British Embassy ; 

| Mr. John A. Stirling, British Board of Trade; 
| Mr. Harry C. Hawkins; 

Mr. John D. Hickerson. 

In response to the inquiry made by Messrs. Chalkley and Stirling 
on July 21, Mr. Chalkley was given by telephone the substance of 
the statement approved by the Secretary this morning. This state- 
ment was that after a satisfactory basis has been found for a trade 
agreement with the United Kingdom, we would be glad to enter into 
informal and confidential discussions with a view to finding a basis 
for a supplementary trade agreement with Canada; but it should be 
understood that such discussions would be confined to trade relations 
between the United States and Canada and would not deal in any 
way with the terms of our proposed trade agreement with the United
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Kingdom.- Some time later, Mr. Chalkley and Mr. Stirling called 
with a view to making sure that they understood our position on this 
point. . 

Mr. Stirling particularly inquired regarding our statement that: 
discussions entered into with the Canadians subsequent to our finding 
a basis for a trade agreement with the United Kingdom would be con- 
fined to trade relations between the United States and Canada and 
would not deal in any way with our trade-agreement negotiations with 
the United Kingdom. Mr. Stirling stated that this was very dis- 
couraging from their standpoint. He said that we apparently were 
taking a different position with respect to the Canadians than we were 
taking with regard to similar discussions with Australia and New 
Zealand. We informed Mr. Stirling that, while that condition may not 
have been explicitly laid down in the case of the Australians and New 
Zealanders, we thought it was implicit in the general position which 
we have taken that no specific compensation would be given to the 
Dominions in return for their relinquishing part of their preferences 
in the United Kingdom; that any concessions given by us to the 
Dominions in trade-agreements with them would be in return for 
concessions by. the Dominions affecting the importation of American 
goods into the Dominion markets. 

611.4281/2081 _ 

Memorandum by the Assistant Chief of the Division of European 
Affairs (Hickerson) 

| | [WasHineton,] August 6, 1937. 

Mr. Hawkins and Mr. Hickerson saw Mr. Chalkley of the British 
Embassy at lunch today at the Metropolitan Club. In the course of 
the conversation, Mr. Hawkins referred to the fact that Mr. Norman 
Armour, our Minister to Canada, had been in Washington on Tuesday : 
and Wednesday of this week, and that we had discussed with Mr. 
Armour the conversations which had taken place with the British 
representatives regarding the possible basis for trade agreement ne- 
gotiations with the United States, particularly in so far as the posi- 
tion of Canada is concerned. Mr. Hawkins said that we had learned 
from Armour with a considerable shock that certain important per- 
manent officials of the Canadian Government appear to know nothing 
whatever about the British offer stated to have been made to each 
Dominion in turn to compensate the Dominions for releasing Great 
Britain from certain guaranteed preferences in their favor by Bri- 
tain’s releasing the Dominions from guaranteed preferences in Do-
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minion markets. Mr. Hawkins said that attaching, as we do, such 1m-’ 
portance to an offer, which in the very nature of things is so logical, 
we were at a loss to understand why a matter of such consequence 
was apparently unknown to the very Canadian officials who would 
have to formulate recommendations for their Government. 

Mr. Chalkley stated that it was unfortunately quite true that Cana- 
dian officials generally had not been informed of what he considered 
a tremendously important offer on the part of his Government. He 
said that this matter was discussed at London in detail with Mr. Nor- 
man Robertson of the Canadian Department of External Affairs and 
that he could not understand why Mr. Robertson had not passed on to 
his superiors this information concerning an offer of such great im- 
portance. Chalkley stated that the minutes of the particular meeting 
clearly show that the offer was made to Robertson. 

Mr. Chalkley went on to say that he did not know whether the 
Prime Minister knew of this offer or not, but he knew for a fact that 
Mr. Dunning, the Minister of Finance, did not know of it. He added, 
however, that “this has now been rectified” and that the appropriate 
Canadian officials had been fully informed on this subject. He added, 
however, that it was his impression, from information received from 

, the British High Commissioner’s Office in Ottawa, that the Canadian 
officials were inclined to minimize the importance of this offer. 

Mr. Chalkley went on to say that following his conversation with 
us on July 21 when we had told him that it would be necessary for the 
British to inform us in detail (“in shillings and pence”) of the ‘maxi- 
mum British offer on each of the products on our “must” list, his 
Government had undertaken conversations with Canada to find out the 
ultimate limit to which Canada would go. He said that before these 
conversations were completed the Canadian Government might wish 
to send someone to Washington to discuss informally the Canadian 
position. He urged that we receive any such representatives sympa- 
thetically, even though he was aware of the fact that we would neces- 
sarily have to tell them exactly what we have already told him in this 
matter. : 

Mr. Chalkley went on to say that after termination of their con- 
versations with the Canadians, it was proposed by his Government 
to approach the other Dominions in turn, timing their overture to. 
Australia to follow the forthcoming election there. 

Mr. Chalkley stated that we have “an important ally” in Mr. Neville 
Chamberlain, who, he stated, had become a convert to the thesis of 
removing an important portion of the imperial preferences in order 

to make possible a comprehensive agreement with the United States. 
Mr. Chalkley added parenthetically that for the son of Joseph Cham- 

berlain to take such a position was “nothing short of a miracle.”
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611.4131/355 

Memorandum by the Secretary of State 

[Wasurneton,] August 9, 1937. 

Mr. Chalkley came in to pay his respects before leaving for a two 
months’ vacation in Great Britain. I stressed the view at every stage 
of the conversation that the great danger is that a suitable trade 
agreement between the United States and Great Britain will be de- 
layed until too late. I assembled numerous points in support of this 
view. I repeatedly expressed disappointment and discouragement at 
the apparent sagging down of the conversations together with the 
fear that small groups of embargo-tariff people and their lobbies in 
the British Empire might be able to obstruct and delay this necessary 
action on the part of the Dominions, as well as the general British 
Government, so as to seriously if not hopelessly cripple and indefi- 
nitely delay all possibilities of a trade agreement, with the result that 
there will be more troubles similar to that in the Spanish Mediter- 
‘ranean and between China and Japan with absolutely no remedies 
for them except to the extent that rearmament might serve as a re- 
straining and restricting factor. I emphasized the view that Great 
Britain did fine work in preserving world peace with her navy during 
a period when international trade channels were open and not closed 
as they are now to a large extent; that it will not be possible for 
Britain with her navy to prevent 70 million hungry Germans from 
going on the march when they become sufficiently destitute; nor would 
it be possible for a rearmed Great Britain to prevent an economic col- 
lapse and cave-in, beginning in the German area, within another two 
years. From these facts and conditions I again and again came back 
to the point that the great necessity for all possible speed in the direc- 
tion of the British-American trade agreement and hence of liberaliz- 
ing the international economic situation could scarcely be exaggerated. 
I said that in any event this Government would continue to pursue its 
policy of trade reciprocity and economic restoration on liberal lines 
and would hold out as long as possible, but that naturally Great 
Britain and the Dominions must realize that we cannot do this in- 
definitely while Great Britain moves further and further in the direc- 
tion of more extreme Empire autarchy; that in my firm opinion an 
appearance of economic and peace solidarity on the part of Great 
Britain and the United States beginning some months ago would un- 
doubtedly have had a stabilizing effect both in China and the Spanish 
Mediterranean; also I sought to emphasize over and over again the 
view that Japan is bent solely on economic control of the Pacific area 
and that any pacts or agreements for economic or financial coopera- 
tion which she may enter into with Great Britain or the United States,
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or any other country, are only intended to be temporary and to exist 
until Japan gathers sufficient economic and financial strength to pur- 
sue her single major objective alone, and that the British and American 
policy on the Pacific cannot recognize this situation too soon and 
pursue a course that will gradually checkmate this objective on. the 
part of Japan. | 

C[orpett] H[ cx] 

611.4131/383 

Memorandum by the Second Secretary of Embassy in the United 
Kingdom (Butterworth), Temporarily in the United States 

[Extract] 

[Wasuineton,] September 22, 1937. 

Sir Frederick Phillips, Under Secretary of the British Treasury, 
called to see Secretary Hull at 11:00 o’clock, A. M., accompanied by 
Secretary of the Treasury Morgenthau, Mr. Mallet, the Chargé 
d’Affaires of the British Embassy, Mr. Wayne Taylor” and Mr. 
‘Butterworth. | 

After the usual pleasantries, Secretary Hull explained in detail 
‘the origin, purposes and prospects of the American trade agreements 
program, particularly emphasizing the importance of an Anglo- 
American agreement, the urgent need of action, and the extraordinary 
beneficial effect the conclusion of such an agreement would have in 
mobilizing some forty nations behind a definite policy of economic 
appeasement, which in turn would facilitate political appeasement. 
Secretary Hull also referred to Mr. Eden’s recent speech at Geneva ” 
and expressed gratification of his references to the most-favored na- 
tion clause which he hoped would find reflection in the British treat- 

ment of third countries. 
In the course of the discussion which followed, Mr. Mallet took 

occasion to emphasize that the initiative in the matter of the Anglo- 
American negotiations now lay with the Department of State; that 
the British Government was awaiting the conclusion of the proposed 
Canadian-American negotiations ® and also the receipt of a list of 
non-Ottawa items which, he alleged, had been promised some three 
weeks ago. It was indicated to Mr. Mallet that the British Govern- 
ment were somewhat shifting the point of emphasis on the question 
of the delays which had ensued; that prior to and during the recent 
Imperial Conference in London the British authorities had empha- 

** Assistant Secretary of the Treasury. 
169 Serigmber 20, 1987, League of Nations, Official Journal, Special Supplement 

See pp. 160 ff.
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sized that it was the pending Australian elections which were the main 
source of delay; that at that time no mention had been made of 
American-Canadian negotiations which, even now, were not techni- 
cally in the stage of negotiations but were explorations to ascertain 
whether it would be possible to conclude a supplementary American- 

Canadian trade agreement on a fifty-fifty basis. 7 
Secretary Hull particularly stressed that the United States had 

no intention of paying two for one in the matter of an Anglo-Ameri- 
can agreement; that whereas, in order to alleviate certain political 
difficulties which it had been represented that Mr. Mackenzie King 
was facing, the American Government was willing to conclude an 
American-Canadian supplementary agreement, it could not give com- 
pensation in that agreement for any releases which Canada made to 
the United Kingdom in order that the United Kingdom should be in a 
position to negotiate in turn with the United States; that “the coun- 
tries which made the Ottawa Agreements must themselves be respon- 
sible for the relaxing of their provisions.” , 

For his part, Mr. Mallet stressed the desirability of obtaining the 
non-Ottawa list, which, he said, would require study beyond the ter- 
mination of the Australian elections on October 23rd, and he particu- 
larly emphasized that his Government was most desirous of doing what 
it could to accelerate the process of negotiations. Sir Frederick Phil- 
lips likewise expressed this view, and it was agreed that Mr. Mallet and 
the Acting Commercial Counselor should see Mr. Sayre the next day 
and discuss the matter with him in detail. 

Incidentally, in the course of Secretary Hull’s exposition of the aims 
and purposes of the American trade agreements program, the Secre- 
tary of the Treasury stated that he “stood shoulder to shoulder” with » 
Mr. Hull in this matter. 

In response to a query, Sir Frederick Phillips summarized his view 
of the position of world trade briefly as follows: 

World trade by any standard of measurement was now found to be 
increasing, but the rate of increase was far. too moderate and slow. 
Due largely to the rise in the prices of primary products, the producers 
of these raw materials had acquired a purchasing power which was 
being reflected in the demand for finished goods and, in the absence of 
a decline in prices, this process of mutual beneficial trade should 
continue and increase. Sir Frederick Phillips saw as the main diffi- 
culty in the way of world trade the exchange and quota systems which 
had been erected in the first place, not as a means of regulating trade 
per se, but in order to protect the currency position of particular coun- 

_ tries. While he did not expect any abrupt relaxation in these controls, 
he hoped that, with the return of the world markets from being a 
buyer’s to a seller’s market, these countries would gradually, despite
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the fear of war and the vested interests which had grown up behind the 
control systems, relax their barriers in order to obtain a larger share 

of current trade. He expressed full agreement with Secretary Hull’s 
view that it was important that Great Britain and the United States 
should take the lead in facilitating the removal of obstructions to freer 
trade, and he also concurred in the urgency of the need of action. 

: W[m1.1am] W. Bl urrerworrs] 

611.4131/3834 : 

Memorandum by the Assistant Secretary of State (Sayre) 

[Wasuinceton,| September 23, 1937. 

Mr. Mallet and Major Heywood called to see me with regard to the 
British trade agreement. They informed me of their conversation 
with the Secretary yesterday when they had brought in Sir Frederick 
Phillips to see him. Mr. Mallet began by saying that he wanted to 
clear up what seemed like a possible misunderstanding which arose out 
of his conversation with the Secretary. He said that it was his own 
understanding that the next move in the British-American trade 
agreement must come from the United States. He went on to say that 
owing to the fact that Great Britain could not go further with the 
negotiations until Canada had relinquished its preferential rights 
under the Ottawa Agreement, it now remained with the United States 
to secure the consent of Canada to such a relinquishment.. He under- 
stood, however, from yesterday’s conversation that the Secretary took 
a different viewpoint and this is what he wished toclear up. 

I replied to Mr. Mallet that I was glad to tell him in confidence that 
confidential conversations had taken place between my Government 
and the Canadian Government. I went on to say that the heart of the 
difficulty was due to the inescapable fact that politically we would be 
blown higher than a kite if we should undertake negotiations or even 
conversations with an agricultural country to which we would have to 
give agricultural concessions before we had assurance of a thorough- 
going and satisfactory trade agreement with such an industrial coun- 
try as Great Britain through which to enlarge our agricultural export 
markets. I said that we could not afford to live in a fool’s paradise, 
that we must be realistic and look facts in the face, that it would be 
folly to negotiate a trade agreement only to see it blown to pieces by a 
sufficient political opposition generated by failure to keep political 
conditions in mind. For this reason I said that whatever our desires 
might be it would be utterly impossible to announce negotiations with 
Canada or even to enter into detailed conversations concerning com-
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modities with Canada until after we had the trade agreement with the 
United Kingdom “in the bag”, i. e. until we were able to give positive 
and definite assurances to our farm groups for the enlargement of 
agricultural export markets so as to win their support and prevent 
their torpedoing the trade agreements. For this reason I explained 
to Mr. Mallet that we could not possibly enter into conversations with 
the Canadians concerning commodities at this time. All we could dis- 

cuss with the Canadians was the “timing problem”, i. e. how to get 
around the difficulty that we could not enter into negotiations with 
Canada until after we had positive assurances that the Canadians 
would relinquish their preferential rights in the United Kingdom. I 
said that this formed the subject of our conversation with Mr. Skelton 
who came down here from Canada a short time ago. I added that 
both sides had frankly discussed this problem but that as yet we saw 
no light. I further told him that Mr. Skelton at the conclusion had 
asked whether we would be willing to discuss the matter further, and 
we replied that our door was never shut in the face of a friend and that 
we would be glad to discuss this again at any time that he desired. I 
also told Mr. Mallet that we were expecting him to return but that so 
far as that matter was concerned the next move was up to Canada. 

Both Mr. Mallet and Major Heywood thereupon exclaimed that they 
understood that the Canadians were waiting for us to move. I said 
that that was not the fact,—that so far as these conversations were 

concerned, while we were always ready to entertain any suggestions | 
which the Canadian Government might lay before us, the initiative 
must come from them. I added that I referred throughout to con- 
versations seeking to solve the problem of “timing”, and that in no 
event could we enter into conversations in the nature of negotiations 
until this “timing” problem is definitely settled. 

Mr. Mallet then brought up the question of what.Great Britain could. 
do to forward negotiations. I replied that the present difficulty arose 
out of the Ottawa preferences. I remarked that when Mr. Runciman 
was here last winter we expressed to him in earnest terms our fears 
lest if another Ottawa preferential agreement were signed it would 
create difficulties and obstacles to the negotiation of an American 
trade agreement. I said that, to be quite frank, in the face of our 
expressed fears Great Britain and Canada signed the agreement creat- 
ing reciprocal preferences. Now each desires to modify the provi- 
sions of that agreement. I said that how to do so was entirely a 
problem as between the British and Canadian Governments and clearly 
not the problem of my Government. I then made it very clear that 
there could be no question of the United States’ paying with conces- 
sions for the elimination of these preferences; and when Major Hey- 
wood suggested that it might be worth the United States’ giving con-
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cessions to secure the elimination of these preferences, I replied that 
one of the fundamental bases of our trade agreements program was 
not to pay for the removal of discriminations entered into shortly be- 
fore the undertaking of negotiations. I said that the whole basis of 
such negotiations as might be undertaken with Canada must be con- 
cessions given only in return for concessions gained, and I made it 
emphatically clear that the United States could not consider under 
any circumstances paying Canada in return for Canada’s relinquish- 
ment of British preferences. 

I summed up by saying that we must have the assurance that Great 
Britain would sign a trade agreement including each item covered in 
the “must list” as well as the items covered in the “non-Ottawa list” 
so that we could make definite promises to our farmers before we 
could support negotiations with an agricultural country like Canada. 

Mr. Mallet next spoke of the “non-Ottawa list”. He said that he 
hoped we could give his Government this list at the earliest possible 
moment and intimated that negotiations were being delayed by our 

failure to hand his Government this list. I replied that it did not 
seem to me that negotiations should be held up on account of this 
list. I explained that in the list which we handed the British Gov- 
ernment on November 16, 1936,"—the so-called “must list’’,—each 
single item was a sine gua non for the agreement so that unless this 
list could be satisfied in its entirety it would be useless to continue fur- 
ther negotiations. On the other hand, I explained that in the “non- 
Ottawa list” if there were individual items which for political or 
other reasons the British Government could not grant, it might be 
possible to substitute for them other items of equal interest to the 
United States. In other words, whereas each of the two lists was of 
prime importance, nevertheless no single item in the “non-Ottawa 
list” would present an insuperable barrier as in the case of the items 
in the “must list”. I went on to say, however, that our men were 
working on this “non-Ottawa list” night and day and were losing 
not a single minute in its preparation. I said, however, that we did 
not want to present a hasty list which would have to be constantly 
revised but that we desired to present a list subject only to such 
changes as later might prove necessary, but prepared in such a way 
that the British Government could rely upon its accuracy. I said 
that while I could not promise it on a definite day, my expectation 
was that it would be finished sometime next week and that as soon 
as it is completed we will at once transmit it. 

The conversation was entirely friendly in tone. But I used the 
occasion to emphasize in no uncertain terms, first, that the success 
of the negotiations would depend upon our obtaining complete satis- 

” Foreign Relations, 1936, vol. 1, p. 699.
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faction with respect to the “must list’’; second, that there could be 
no thought of our paying Canada or anyone else for the removal of 
discriminations or preferences; third, that the “next move” was not 
up to us but that the problem is distinctly a British one, i.e. the 
removal of discriminations and preferences which they themselves 
created on the very eve of our negotiations after we had expressed 
our fears to them on this very point. 

Francis B. SAYRE 

611.4131/374 : Telegram 

The Chargé in the United Kingdom (Johnson) to the Secretary 
| of State 

Lonpon, September 27, 1937—8 p. m. 
[Received September 27—3: 15 p. m.] 

618. The Foreign Office having learned last week that Senator 
Thomas of Utah was in London, a suggestion came from Cadogan ™ 
that if Senator Thomas would care to do so he would be very glad 
to see him for a talk. I informed Senator Thomas of this initiative 
of the Foreign Office and with his consent an appointment was made 
for us to see Cadogan on Thursday. The conversation for the most 
part dealt with generalities connected with various difficulties in the 
Far East and in Europe. Toward the end of the conversation however 
Senator Thomas mentioned the Secretary’s great interest in the Ameri- 
can trade agreement program and expressed his own belief in its 
value as an instrument for world peace. Sir Alexander then stated 
quite simply that he knew that the Prime Minister, personally, and 
the Foreign Secretary, personally, were strongly in favor of a trade 
agreement with the United States but that the Government was faced 
with real difficulties in putting such a program into effect. 

He mentioned the following difficulties specifically : 

1. Great Britain up to recent years he said had been a free trade 
country which had reached great prosperity under that system. Then 
came a great depression and the institution of a system of tariffs and 
Imperial preferences. Under this new system Great Britain had made 
a large measure of economic recovery. It was therefore difficult to 
convince those interests which had passed from depression and had 
made recovery under the new system that it would be wise to adopt 
now some other system. 

2. That there were Imperial difficulties. He did not elaborate on 
the subject. . 

As illustrative of the type of opposition to a trade agreement with 
the United States which the Government must face under point one 

© Sir Alexander Cadogan, British Deputy Under Secretary of State for Foreign 
Affairs,
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above is the memorandum presented to the Board of Trade on Sep- 
tember 24 by the National Union of Manufacturers. This memoran- 
dum has been partially published and after referring to statements 
made by the Foreign Secretary at Geneva on September 20 stated in 
part: “The Foreign Secretary can hardly be aware of the damage to 
inter-Imperial trade which would be caused if the preference now 
given to Dominion products over American were to be reduced. The 
Dominions would be unable and unwilling to continue the preference 
they now give to our goods, and the Americans, with their high tariff, 
cannot be expected to take the British manufactured goods that would 
be thus shut out from the Dominion markets”. 

Although this group is not considered important enough to sway 
the Gevernment’s policy, its memorandum illustrates the confusion of 
mind and the fears of a section of British industry, now profiting 
under the mantle of Imperial preference, when abatement of the pref- 
erence is mentioned. | 

Senator Thomas sailed for the United States on the 25th and I 
understand he expects to call upon you on his arrival. 

| JOHNSON 

611.4181/875a 

The Department of State to the British Embassy 

WASHINGTON, September 28, 1937. 

On November 16, 1936, the United States Government submitted a 
tentative list of products on which it would request duty concessions 
in a trade agreement between the United States and the United 
Kingdom. 

At the request of the United Kingdom Government for a more 
specific indication of possible United States desiderata there is sub- 
mitted the attached list of products * on which, on the basis of present 
studies, concessions will probably be requested, with an indication of 
the nature of these concessions. This list has been formulated without 
the consultation with the trade which is required by law and must, of 
course, be considered as tentative pending such consultation. 

There are some additional products on which tentative studies prior 
to consultation with the trade have not yet been completed. This may 
make it necessary to submit later some additions to the attached list.” 

The attached list supplements the list of products which was sub- 

mitted on March 2, 1937, and revised May 18, 1937. . 

“ Not attached to file copy. . 
“ Another list was submitted on October 5, 1937.
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611.4131/399 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the 
Secretary of State 

Lonpon, October 27, 1937—5 p. m. 
[Received 6:22 p. m.] 

671. In the course of a luncheon conversation Sir William Brown, 
Permanent Under Secretary of the Board of Trade, stated that a 
memorandum had been put before the Cabinet which is meeting today 
setting forth the status of Anglo-American trade interchanges and 
requesting authority to define to the United States the British position 
on pertinent individual items. Brown took the line that he was not at 
all sure that the Cabinet would decide today inasmuch as Chamber- 
lain, the staunchest protagonist for the agreement could not attend 
due to an attack of gout and the fact that recent telegrams from the 
British Embassy in Washington and High Commissioner in Ottawa 
regarding the outcome of the Canada-United States interchanges had 
caused considerable difficulties and in his opinion beclouded the situ- 
ation. These telegrams had conveyed the following information: 

(1) That the Canada-United States discussions had, contrary to 
expectations, ranged over a very wide and extensive field and covered 
the question of the Ottawa items (i. e. must list) ; 

(2) According to a statement Norman Robertson made to a mem- 
ber of the High Commissioner’s staff in Ottawa there was now nothing 
more that could be done for the next 3 or 4 weeks until after the in- 
formation supplied by the Canadians in Washington had been di- 
gested there; 

(3) The suggestion had been put forth to Chalkley by the Depart- 
ment, of the possibility of negotiating in Washington with the United 
Kingdom and the Dominions at the same time. 

As regards (1) Brown said that he feared this information might 
have the effect of permitting the Cabinet to take the line of least re- 
sistance, viz that there is little the United Kingdom can do if the 
Americans and Canadians are attacking the matter themselves. In 
reply it was strongly represented to Brown that the American Gov- 
ernment’s position was that it could not pay two for one in the matter 
of concessions. Brown indicated that he thoroughly understood this; 
consequently it was the-more surprising to him that these discussions 
had been so broadened. Nevertheless, in spite of these new develop- 
ments, 1f the Cabinet approved, he hoped to lay proposals before the 
American authorities which went further than he understood the 

Canadians had gone. But his information regarding the Canadians’ 
statements was as yet imperfect. Brown also emphasized that Stan- 

982609546
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ley had again today expressed to him his anxiety lest the United 
States be unaware of his efforts to facilitate an agreement. 

Incidentally, Brown referred to the Canadian allegation that they 
had not been informed during the Imperial Conference in London 
of the British willingness to release Canada from certain preferences 
on British industrial products as compensation for Canada’s releases 
to Great Britain on certain Ottawa agricultural items. About a 

month ago they had disposed of this matter once and for all by send- 
ing to the High Commissioner in Canada for transmission to Macken- 
zie King a copy of the minutes of the meeting at which this suggestion 
was put forward; on seeing the record Mackenzie King had backed 
down. Brown went on to say that they had been quite prepared to 
bring all proper pressure to bear on Mackenzie King to facilitate ac- 

tion but now the character of the Canadian- United States talks might 
handicap them. 

As regards (2) Brown emphasized that in his view time was of 
the essence and that he deplored such a delay as Robertson’s remark 
prophesied. OO 

(3) “An Ottawa Conference in Washington” he said frankly was a 
new idea to him and had filled him with “horror”. He recounted at 
some length the difficulties of the Ottawa Conference itself, professing 
to fear the manner in which the Dominions when gathered together 
were able to logroll the United Kingdom into untenable positions and 
added that if Australia and Canada should join forces they might 
push the United Kingdom in the matter of concessions so far that the 
whole structural framework might collapse. He went on to say that 
he appreciated the special relationship existing between the United 
States and Canada and why it was highly desirable that a supple- 
mentary Canadian-United States agreement be reached. In his view, 
concurrent negotiations with the other Dominions could hardly be re- 
quired for the same reason. 

In conclusion Brown said he was “desperately afraid lest wires be 
crossed and time fly by without concrete results eventuating”. He 
suggested another luncheon for Friday, at which time he hoped to be 
able to clarify further the Cabinet’s attitude. 

In a conversation with Ashton-Gwatkin ® last evening he referred 
to his recent travels and said that the proposed Anglo-American trade 
agreement had taken on a “mystical quality” in central and south- 
eastern Europe; that it was fast becoming in other countries a symbol 
of vague but profound hopes. Brown likewise mentioned Ashton- 
Gwatkin’s statement and said that he had urged him to make Eden 
use this line in today’s Cabinet meeting. 

: BIncHAM 

“ Frank T. W. Ashton-Gwatkin, Counselor, British Foreign Office.
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611.4131/401 | 

The British Commercial Counselor (Chalkley) to the Chief of the 
Division of Trade Agreements (H awkins ) 

WasurineTon, 29 October, 1937. 

Dezar Mr. Hawxrins: You asked me on Monday afternoon if I could 
give you an indication of the attitude of my Government in regard 
to the items of your “essential” list in the light of the recent Canadian 
proposals, but as I had not had time to receive any views or instruc- 
tions from my Government I could only speak personally. I have 
now received a telegram from my Government to the following 
effect :-— | 

We would be glad if you would inform State Department officials as 
soon as possible that, while we must reserve judgment on the Canadian 
proposals affecting the United Kingdom until we receive them, we 
have learned with much gratification of the possibility of the recent 
U. S.-Canadian discussions leading to a solution of Canada’s 
difficulties. | 

You should also inform them that we are at work on fresh proposals 
on the U.S. “essential” list designed to provide in the shortest possible 
time a basis of negotiation for a United States-United Kingdom agree- 
ment and that we hope to let them have these proposals at a very early 
date. 

_ The State Department officials will see when our proposals are pre- 
sented that we have tried to eliminate matter which would present 
serious difficulty to Australia while leaving the way open for subse- 
quent settlement, which we would try to facilitate. 

We are very glad to hear of the possibility of negotiations of the 
United States with Canada. In normal circumstances we should have 
welcomed simultaneous negotiations by the United States also with 
Australia, New Zealand and South Africa, but in view of the limited 
time now available for finding a basis of negotiation of a United 
States-United Kingdom agreement such a course would introduce 
complications which would be likely to make the conclusion of negotia- 
tions impossible within the time available for conclusion after a basis 
has been found. Our anxiety in this regard arises solely from the 
time factor but on that score it is very serious. 

Yours sincerely, H. O. CHaLkLry 

611.4131/399 : Telegram 

The Acting Secretary of State to the Ambassador in the United 
Kingdom (Bingham) 

Wasuineton, October 29, 1937—7 p. m. 

430. Your 671, October 27,5 p.m. We received this morning from 
Chalkley the following message which he had been instructed by tele- 
graph to deliver to us from the British Government:
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[Here follows text of telegram quoted in note of October 29, from 
the British Commercial Counselor, printed supra. ] 

As regards Brown’s comments reported in your telegram we wish to 
emphasize the fact that the Canadians approached us in regard to 
informal and confidential conversations at the suggestion of the Brit- 
ish Government and the British representatives were repeatedly 
urging upon us the desirability of receiving and talking to the Cana- 
dians. We had no advance information as to the nature and scope 
of the Canadian proposals and we restricted ourselves to listening to 
what the Canadians had to say and promising to look into the more 
important specific products mentioned by them at the earliest possible 
moment and to giving the Canadians as soon as possible our comments 
on them. We did not hold out any particular hope to the Canadians 
of the likelihood of our being able to deal comprehensively with these 

products. 
As regards the United Kingdom we plan to take no further action 

pending the receipt of the proposals referred to in the message which 
we have just received. 

It is not our thought that you should take any particular action in 
pursuance of the present telegram which is sent primarily for the pur- 
pose of keeping you informed of what ishappening. You are however 
authorized to make use of this information in any further talks which 
you may have with Brown or other British officials. 

| WELLES 

611.4131/400 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State 

Lonpon, October 29, 1937—9 p. m. 
[Received October 29—5:45 p. m.] 

678. My 671, October 27, 5 p. m. Brown today stated that the 
Cabinet yesterday afternoon had approved the new British proposals 

in reply to our proposed Schedule One. The Government is informing 

the Dominions of these offers by “Prime Minister to Prime Minister 
telegrams” in which Chamberlain will emphasize the time element 

and will explain that these proposals, which constitute the British 

position, will be made in the expectation of Dominion cooperation. 

He will also stress the importance of an Anglo-American agreement. 

The proposals will not be presented to the State Department before 

next, week, which will allow sufficient time for the Dominions, if they 

see fit, to comment or protest. | 

When asked whether he thought the British offers would be sub- 

stantial enough to satisfy us that.a basis for agreement existed, he
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ruefully replied that he was afraid not entirely. He said that the offers 
were the best that could be made at the present stage. 
When asked if they represented the maximum we could expect, he 

merely said that of course in negotiations nothing is final until the 
agreement is signed, giving the implication that some further conces- 
sions were not impossible at a later stage. At the same time he inti- 
mated that considerable difficulty had been experienced in getting some 
members of the Cabinet to agree to these proposals since they feared 
the opposition of special interests in Parliament.. 
Brown reiterated his distrust of simultaneous negotiations with 

Britain and all the Dominions, fearing that the Canadians and Au- 
stralians working in conjunction would make demands upon Great 
Britain of such a nature that it would be practically impossible to 
grant them. He, however, is instructing Chalkley to inform you that 
if you desire simultaneous negotiations the British are nevertheless 
ready to go ahead on that basis. Referring to my 656, October 21, 
4p. m.,™ Stirling stated today it was practically certain he would sail 
for the United States on November 3 per 8. S. Aquetania. 

. | BINGHAM 

933.4111 Duke of Windsor/34 
Memorandum by the Acting Secretary of State 

[Wasutneton,] November 2, 1937. 

The British Ambassador called to see me this morning upon his 
return from a two months vacation in England. 

[Here follows a discussion of the possible visit to the United States 
of the Duke of Windsor. ] 

I then took up the subject of trade agreement negotiations and ex- 
pressed the gratification which we had experienced as a result of recent 
word from London. The Ambassador then said that he understood 
instructions from Mr. Chalkley were due today and that he felt at 
the moment everything was very encouraging except for continued 
difficulties with regard to timing as regards negotiations with Great 
Britain and negotiations with the Dominions. He emphasized the 
fact that if simultaneous negotiations were undertaken here with 
Canada, Canada would demand simultaneous negotiations with Great 
Britain and that the many Dominions would then make the same 
demand. I told him of my depressing experience at the Foreign 
Office when I had found so little knowledge of the status of the trade 
agreement negotiations on the part of Sir Alexander Cadogan, al- 

* Not printed.
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though the best of disposition and evidence of the realization of the 
importance of negotiations. The Ambassador said that, unfortu- 
nately this was true insofar as the Foreign Office was concerned, but 
that the important feature of the present situation was that the Presi- 
dent of the Board of Trade, Mr. Oliver Stanley, was heart and soul 
in favor of consummation promptly of the British-American trade 
agreement and that he could assure me that this was far more impor- 
tant than any activity on the part of the Foreign Office. He told 
me finally that he had sat in at sub-Cabinet meetings last week when 
in London when the British-American trade agreement matter had 
been up for discussion and that the sole member of the Cabinet there 
present who was opposed to a trade agreement was the Minister of 

Agriculture and that, unfortunately, the influence of the latter had 
resulted in an agreement on the part of the Cabinet less satisfactory 
than what the Ambassador had hoped for. Nevertheless, the Am- 
bassador said that he believed that the ground was now prepared 
for a successful and prompt negotiation. I reminded him that in our 
judgment a pro forma trade agreement would be worse than useless. 
In our judgment the trade agreement must be a real trade agreement. 
The Ambassador said that he entirely concurred and evidenced the 
belief that it must be a trade agreement which at the outset “hurt 
both ways”. I said that on that point we had far greater difficulties 
to contend with and far more powerful interests in this country to 
combat than his Government did and that we were convinced that 
the beneficial results of a real trade agreement would be felt promptly 
in both countries, not only to our respective advantages, but to the 
advantage of the rest of the world as well. | 

611.4131/4094 | 

The British E'mbassy to the Department of State 

MEMORANDUM 

1. The United Kingdom Government have been anxiously con- 
sidering the desire of the United States Government for a more precise 
indication than it has hitherto been possible to give them as to how 

far the “essential” requirements set out in their memoranda of March 
2nd and May 18th might be met. 

2. The United Kingdom Government are deeply impressed with 
the imperative need for finding a basis of negotiation within the next 
few weeks if the present opportunity for concluding a trade agree- 
ment is not to pass. They cannot of course commit other British
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Commonwealth Governments concerned to any proposals involving 
modifications of duties guaranteed to them under existing trade agree- 
ments. Nevertheless they believe that a decision as to whether it is 
possible for the United States Government and themselves to proceed 
to formal trade negotiations could most rapidly be reached if the 
former would indicate whether they would accept as a basis pro- 
posals which, though necessarily provisional, are as specific as it is 
possible to make them at the present stage. 

3. With this object the United Kingdom Government accordingly 
submit for the consideration of the United States Government the 
attached statement * showing duty reductions and other concessions 
which they would be prepared to make on items specified in the United 

States “essential” requests provided (a) that adequate concessions 
were made by the United States (6) that the proposed agreement was 
in other respects satisfactory (c) that where necessary the British 

Commonwealth Governments concerned subsequently concurred. 
4. In view of the importance which they understand the United 

States Government attach to removal of the existing duty on wheat 
the United Kingdom Government would, subject to the same provisos, 
be prepared to consider its abolition. As the United States is by no 
means.the principal supplying country the United Kingdom Govern- 

ment would in the event of their making this concession expect the 
United States Government to consider sympathetically any reasonable 
requests which they may wish to put forward for reduction of duties 
where the United Kingdom is not the principal source of supply to 
the United States, particularly in cases where other parts of the 
British Empire are also interested. 

5. In the opinion of the United Kingdom Government the foregoing 
proposals represent the greatest common measure of agreement which 
there is any hope of securing among the British Commonwealth Gov- 
ernments concerned, They would involve in varying degree sacrifices 
by all the countries affected on a scale which would never be contem- 
plated in trade negotiations with any other country. The United 
Kingdom Government see no prospect that the other Governments 
concerned would consent to proposals which would involve greater 
sacrifices on the part of producers who have no large home market 
and are consequently almost wholly dependent upon export. 

6. The only “essential” requests (apart from those for convention- 
alization of existing duties) put forward by the United States Govern- 
ment on which the United Kingdom Government are free to offer the 
concessions set out in the attached statement without the consent of 

* Not printed. |
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other Empire Governments are items numbered 7, 10, 16 and 17 in the 
statement. : : 

7. Then there are several products on which duties are protective 
in character as well as being guaranteed under Ottawa Agreements. 

On these requests namely numbers 4, 9 (berries), 11 and wheat the 
United Kingdom Government can at this stage indicate only their 
own attitude. 

8. The proposed reduction in duty on tinned loganberries would it is 
believed substantially meet the United States request on tinned berries, 
If however there are other varieties of canned berries in which the 
United States has an important interest the United Kingdom Govern- 
ment would be ready to consider any further request which the United 
States Government may wish to put forward under this heading. 

9. The United States requests for conventionalisation of existing 
duties are also being met practically in full. 

10. The United Kingdom Government have gone to the extreme 
limit on these items and will have to face acute economic and political 
difficulties to which their offers will unquestionably give rise. 

11. There remain “essential” requests for concessions which affect 
only other parts of the Empire than United Kingdom. These so far 
as Canada is concerned have already been the subject of informal con- 
versation between United States and Canadian officials. Australia 
and the Union of South Africa, are closely affected by the require- 
ments on dried fruits and tinned apricots, pears and peaches. The 
United States authorities have already had some discussions with Mr. 
Casey about the possibilities of finding an acceptable solution on these 
items. Owing to the general election in Australia the United King- 
dom Government have been unable to carry the matter any further but 
for their part they would do their best to facilitate any arrangement 
which might be reached at a later stage between the United States 
and the Commonwealth Governments. The United Kingdom Gov- 
ernment feel sure that the Government of the Union of South Africa 
would on their side to do their best to facilitate a solution. 

12. The position with regard to apples presents special features. 
It is understood that in the informal conversations between United 
States and Canadian officials referred to above it has been intimated 
that the greatest modification of the United Kingdom duty which 
Canada will consider would be a reduction to three shillings and 
sixpence percwt. The United Kingdom Government would for their 
part be ready to accept this figure. 

Wasuineton, November 5, 1937.
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611.4131/407 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State | 

Lonpvon, November 5, 1937—8 p. m. 
[Received November 5—6:55 p. m.] 

700. Yesterday the President of the Board of Trade requested me 
to meet him this afternoon, which I did. Mr. Stanley gave me a 
copy of the communication which he said would be presented to you. 
today by the British Ambassador in Washington. He did not discuss 
with me its contents but he went on to say that he wished to assure 

me of his great desire, which was shared by every member of the 
Cabinet, that these proposals would constitute a basis for negotiations 
leading to an agreement between the United States and Great Britain, 
insofar as Great Britain could act without commitments from the 
other members of the Commonwealth. He also stated his earnest hope 
that such concessions as might be deemed necessary by the United 
States from Canada, Australia, et cetera, might be forthcoming, but 
that the British Government was restricted, of course, by the Ottawa 
Agreements and by the necessity of maintaining proper relations 
within the Commonwealth. 
He said he hoped and believed the United States Government: real- 

ized the difficulties and complexities of the situation, and that the 
United States Government would also realize the desire and purpose 
of the British Government to go as far as it possibly could in an effort. 
to bring about a trade agreement. He stated that it was the purpose 
and intention of his Government in the statement sent forward today, 
to lay a firm foundation upon which the trade agreement might be 
built and that his Government, in making this proposal, was endeavor- 
ing to go as far as possible, within the limitations of the Ottawa 
Agreements, in meeting the wishes of the United States Government. 

| | BincHAM 

611.4131/415 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the 
Secretary of State 

Lonvon, November 11, 1937—9 p. m. 
| [Received November 11—6: 25 p. m.] 

711, (1) In a long conversation at lunch today Sir William Brown 
discussed the latest British trade agreement proposals. (See Em-
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bassy’s telegram No. 700, November 5, 8 p.m.) He started by saying 
that Oliver Stanley had wished to give a copy of the proposals to the 
Ambassador personally in order not only to keep the Embassy in- 

, formed but also to emphasize his own great interest in the consum- 
mation of a trade agreement. Brown continued by saying that the 
latest. proposals were “as far as the British Government could possibly 
goat thisstage”. He appreciated that we would possibly not be satis- 
fied with the proposals on every item. 

(2) When we expressed disappointment at the small advance over 

the previous British proposals, he intimated that if the United States 
did not feel able to accept the proposals as a whole he hoped it would 
not turn them down in general terms but would indicate the specific 
items on which it was really essential that the British make further 
concessions. Later in another connection he referred [to] Stirling’s 
arrival and said that among other things he was “over there to ses 
where the shoe pinches most”. 

(3) As to the recent exchanges between Chamberlain and the Do- 
minion Prime Ministers (see Embassy’s telegram 678, October 29, 
9 p.m.) Brown only volunteered that a reply had been received from 
Mackenzie King and that its tenor gave no grounds for discourage- 
ment; the reply from Australia had unfortunately in no way advanced 

the position. 
(4) In the course of the discussion Brown reiterated the British 

Government’s fear of being put in an impossible position through 
joint Canadian and Australian action (see Embassy’s telegram 671, 
October 27, 5 p. m.). When reference was made to paragraph 11 of 
the note of November 5, with its implication that the United States 
might have to bear at least a share in effecting the releases by the 
United Kingdom, Brown tacitly admitted that this had had to be 
included for negotiating purposes. He went on to say that naturally 
in the case of Canada, because of its special relationship to the United 
States, the Canadian-American negotiations would be closely geared 
to the Anglo-American negotiations but that as far as the other Do- 
minions were concerned “we will of course bear the responsibility of 
exerting the pressure”. We took cognizance of this assertion which 
he then amplified by saying that the cooperation of the Canadians 
must be secured and a meeting of minds be effected between the Cana- 
dians, the British and the Americans before it would be found pro- 
ductive, in his opinion, to face the Australians with the necessity of 
“coming through”. He said that while Stirling would have to say 
officially to you that the British proposals represented their maximum 
offers, he would explain confidentially something along the lines of 
the foregoing. . | | 

(5) Incidentally Brown did not attempt to conceal his desire to 
have the announcement of formal negotiations made as soon as pos-
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sible.and he specifically referred to the desirability of concluding 
any agreement before April 1. He also showed that he had in mind 
as well that the trade recession in the United States, whatever its de- 
gree, cautioned speed. 

(6) Brown then referred to specific commodities: 

(a) Apples. He repeated his former statement that the British 
were “ready” to go as far on apples as the Canadians would. He 
apparently felt that this was one of the items of which the United 
States would make further demands. 

(6) Tobacco. Brown was categoric in saying there was nothing 
doing on reduction in preference but that they would be willing to 
bind the preferential margin as well as the tariff. 

(c) Douglas fir. He began by saying that his conscience was 
awakened vis-a-vis the Scandinavian countries, and later emphasized 
the Canadian aspect. Although he was obviously aware of the ex- 
traordinary importance of this item to us he remained noncommittal. 
He did, however, tie this up with Stirling’s impressions referred to at 
the end of paragraph 2. | | 

BIncHAM 

611.4181/431 

Memorandum of Conversation, by the Assistant Secretary of State 
(Sayre) 

[Wasuineton,| November 16, 1937. 

Participants: Sir Ronald Lindsay, the British Ambassador, | 
Secretary Hull, and Mr. Sayre. 

The British Ambassador came to call at the request of the Secretary 
at 10:30 this morning. At the opening of the conversation, the Sec- 
retary handed to the Ambassader a memorandum for the British 
Government, a copy of which is attached hereto. The Secretary said 
that we had given months of earnest work to make possible the con- 
clusion of a British trade agreement and he also recognized and 
appreciated the similar earnest and sincere activities of the Ambas- 
sador in the same direction. The Ambassador then read the memo- 
randum stating that the United States Government is prepared, on 
the assumption expressed in the memorandum, to make immediate 
announcement of contemplated negotiations. The Ambassador, upon 
reading this memorandum, was visibly moved—immense relief and 
satisfaction was written all over his face. After felicitations on both 
sides, it was explained to the Ambassador, as stated in the memo- 
randum, that the proposals contained in the United Kingdom’s memo- 
randum of November fifth with respect to concessions on the so-called 

“ Infra. .



84 FOREIGN RELATIONS, 1937; VOLUME II 

“must list” were not satisfactory and that the United States must 
expect substantial improvement in some of the concessions stated in 
the list. Nevertheless, we realize that time is of the essence; unless 
negotiations are promptly initiated, various circumstances will make 
difficult, if not impossible, the conclusion of any agreement. The 
United States is therefore prepared to make public announcement 
of the contemplation of negotiations at once and leave to the stage of 
definitive negotiations the bettering of the concessions indicated in 
the British memorandum of November fifth. 'The Ambassador re- 
plied that he quite understood and was happy that we had reached that 

conclusion. 
The time of making the contemplated announcement was next dis- 

cussed. It was suggested that an auspicious date might be next 
Monday, November twenty-second, in as much as on that day will 
probably come announcements concerning the Brussels Conference.” 
The Ambassador was informed that the American Government would 
be ready to make the announcement by next Monday or even earlier 
if desired by the British Government. The question was raised as to 
whether, at the time of the announcement, it would be desirable for 
the British Prime Minister or the Secretary to comment on the 
political significance of the making of a trade agreement between the 
two countries. No definite conclusion was reached, although it was 
suggested that it might be more dignified and effective merely to 
announce the bare fact without comment. 
The Secretary then went on to comment, at some length, upon the 

state of world affairs and the significance of the trade agreements pro- 
gram in connection therewith. The Secretary pointed out that the 
world is on fire and that unless those who share common desires to 
protect the precious things of our civilization stand together in some 
practical program, such as the trade agreements program, we may be 
too late. He went on to comment on the Brussels Conference, stating 
that in spite of superficial appearances, even if it should now break up, 
it has not been a failure. In the first place, it has brought the United 
States into consultation and possible cooperation with European 
countries, as has not been possible for many years. In the second 
place, it has given evidence that peace-abiding nations are not con- 
tent to see law-breakers commit such acts of aggression, as Japan’s 
invasion of China, without speaking up and making known to the 
world their opinions and voicing the moral judgment of the world. 
In the third place, it has afforded an opportunity for exploring the 
possibility of effective, concerted action against Japan. Throughout 
the Secretary’s talk, the Ambassador listened intently and agreed 
with all that was said. 

* See vol. rv, pp. 155 ff.
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The Ambassador left, apparently deeply affected by the realization 
that we are at last close upon the consummation of what has been 
devoutly desired for so long. 

F. B. Sayre 

€11.4131/418 

The Department of State to the British Embassy 

MrmoraNDUM 

1. The proposals in the United Kingdom Government’s memo- 
randum presented on November 5, 1937, with respect to the conces- 
sions on products in the essential list for inclusion in the proposed 
trade agreement, have received careful study. On the majority of 
items in the list referred to, the proposals are in varying degree less 
satisfactory than the concessions requested by the United States. 
With respect to some of the items involved the United Kingdom Gov- 
ernment has made no proposals or those which it has made fall far 
short of the United States requests. In any agreement finally con- 
cluded, a substantial improvement in some of the concessions indi- 
cated by the United Kingdom Government is essential. 

2. Nevertheless, in view of the importance of instituting negotia- 
tions at the earliest possible date, the Government of the United States 
is prepared, on the assumption that the United Kingdom Govern- 
ment will obtain the necessary concurrence of the Empire Govern- 
ments, to accept the present proposals as a basis for the announce- 
ment of contemplated negotiations and to leave for determination in 
the course of the definitive negotiations the concessions to be granted 
on the items on which the present proposals do not meet the United 
States requests, as well as the concessions to be granted on the non- 
Ottawa items which have been heretofore requested. 

3. On the basis indicated in the two preceding paragraphs, the 
Government of the United States is prepared, if agreeable to the 
United Kingdom Government, to make public announcement next 
week, or before, that the negotiation of a trade agreement with the 
United Kingdom is contemplated and to proceed as rapidly as pos- 
sible with the negotiations. 

4, The Government of the United States is also prepared, if agree- 
able to the Government of Canada, to make public announcement of 
the contemplated negotiation of a new or supplementary trade agree- 
ment with that country. This announcement would be made not 
later than two weeks after the announcement with respect to the 
United Kingdom. The Government of the United States will inform 
the Canadian Government to this effect. 

Wasuineton, November 16, 1987.
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611.4131 /430 

Memorandum of Conversation, by the Assistant Secretary of State 
(Sayre) 

Wasuinaron, November 16, 1987. 

Participants: Mr. Chalkley of the British Embassy, | 
| Mr. Stirling of the British Board of Trade, and 

Mr. Sayre, Mr. Hawkins, and Mr. Hickerson. 

This afternoon Mr. Chalkley of the British Embassy, and Mr. Stir- 
ling of the British Board of Trade, came to see me concerning the 
memorandum handed to the British Ambassador this morning. (See 
memorandum of conversation between Sir Ronald Lindsay, the Secre- 
tary, and myself of today’s date.) They were somewhat concerned 
lest the memorandum might require the British Cabinet to approach 
all of the Dominions afresh in order to satisfy the “assumption” of 
the United States Government as expressed at the top of page 2 of 
the memorandum. After some discussion, I informed Mr. Chalkley 
that it was definitely not the expectation of the United States that the 
British Dominions must be approached by the United Kingdom Gov- 
ernment before sending an assent to the immediate announcement of 
contemplated negotiations. I explained that clearly there could be 
no trade agreement unless the proposals contained in the United King- 
dom Government’s memorandum of November fifth were made the 
basis of negotiations and the concessions there outlined improved, and 
that this would of course necessitate agreement on the part of the 
Dominions. I added, however, that the obtaining of the consent of the 
Dominions might come after the announcement of contemplated nego- 
tiations, 1. e., during the course of the definitive negotiations. 

F. B, Sayre 

611.4131 /433 

Memorandum by the Chief of the Division of Trade Agreements 
(Hawkins) 

[Wasuineron,] November 17, 1937. 

Conversation: The Honorable Sir Ronald Lindsay; 
Mr. Francis B. Sayre; 
Mr. Harry C. Hawkins. 

Sir Ronald called at 5:15 p. m. today and submitted the following 
text of an announcement which, if agreeable to us, would be made in 
the House of Commons tomorrow (November 18). He did not men- 
tion the possibility of announcement being made on Friday or at any 
later date.
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“T am very happy to be able to inform House that the informal and 
exploratory discussions with a view to reaching an agreed basis for 
negotiation of an Anglo-American trade agreement, have now reached 
a point at which Us. and U.K. Governments feel able to announce 
that negotiations for such an agreement are contemplated. As has 
been explained to House this announcement marks a definite and well 
recognized step in U.S. procedure of negotiations. _ 

“I feel sure that House will warmly welcome this further step to- 
wards an agreement between the two countries.” 

In response to an inquiry whether this meant that the United King- 
dom is prepared to go ahead with the negotiations on the basis of this 

Government’s memorandum of November 16, 1937, Sir Ronald replied 
in the affirmative. 

Mr. Sayre after consulting the Secretary informed Sir Ronald that 
it was agreeable to this Government that the announcement of con- 
templated negotiations be made in London and in Washington tomor- 
row (November 18). 

[For text of preliminary announcement of the contemplated trade 
agreement negotiations with the United Kingdom, issued by the De- 
partment of State November 18, 1937, see Department of State, Press 
Releases, November 20, 1937, page 383. | 

611.4131 /487 

Memorandum by the Chief of the Division of Trade Agreements 
(Hawkins) 

[WasHineron,] November 19, 1937. 
Mr. Chalkley and Mr. Stirling called with reference to the trade 

agreement and left the attached statement: 
Mr. Chalkley said that he had been asked to make clear the United 

Kingdom Government’s position in regard to today’s announcements.™ 
It was as follows :— 

Weare glad to see that the United States Government have accepted 
our composite offer as a basis of negotiation. We note that acceptance 
is Ou the assumption that the United Kingdom Government will obtain 
the concurrence of the Empire Governments to items in that offer 
affecting them but, as stated in our memorandum of 5th November we 
cannot commit the other British Commonwealth Governments con- 
cerned. We shall of course do our best to secure their concurrence. 
At the same time the announcement made by the United Kingdom 

* Evidently refers to the announcement of November 18, regarding the con- 
templated United States-United Kingdom negotiations. For text of the prelimi- 
hary announcement of contemplated United States-Canadian negotiations, 
November 19, see Department of State, Press Releases, November 20, 1937, p. 388.
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Government today must not, for the reasons given above, be regarded 
as implying responsibility for decisions which it is for other British 
Commonwealth Governments to take. They have, however, been in- 
formed of our proposals of 5th November and we know that the other 
Commonwealth Governments are anxious that these negotiations 
should succeed. Their views will be obtained as soon as possible. 

611.4131/486 

Memorandum by the Chief of the Division of Trade Agreements 
(Hawkins) 

[WasHineton,] November 19, 1937. 

Mr. Chalkley and Mr. Stirling called with reference.to the trade 
agreement and left the attached statement : , 

Mr. Chalkley said that it is the understanding of the United King- 
dom Government, to which they attach special importance, that the 
State Department will be prepared to open informal exploratory and 
confidential discussions with Australia, New Zealand and South Africa 
during the progress of the negotiations with the United Kingdom if 
any or all of those Dominions desire it. 

841.4061 Motion Pictures/70 

Memorandum by the Assistant Chief of the Division of European 
Affairs (Culbertson) 

[Wasuincton,] November 20, 1937. 

I telephoned the British Embassy this morning to let the Embassy 
know that the motion picture industry has expressed to us considerable 
concern with regard to recent developments in London concerning 
motion picture legislation now under consideration in the British 
Parliament. I pointed out that the industry’s principal concern at 
the moment is in connection with two amendments, the one which 
would do away with multiple quota credit for high cost films, and the 
other amendment is the one designed to establish a review commission 
which would have the power to decide that a particular film had no 
entertainment value and would not therefore be acceptable. 

Chalkley stated that his Government and his Embassy were fully 
informed with regard to the whole situation, and that the views of the 
American industry had been fully presented to the British Govern- 
ment, and he therefore felt that there was no further action which 
could be taken. I explained that we had this recent protest from the 
American industry and that we were of course acting on their repre- 
sentations. Chalkley replied by saying that of course we could not
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take statements of the industry; that they had been given fair treat- 
ment and that they could expect to receive fair treatment. I answered 
by saying that we realized that an opportunity had been given for the 
American interests to present their views, but the question was whether 
action would be taken with regard to those views, and I also pointed 
out that any action at this time by the British Government adding 
severe and hew restriction to an industry as important as the American 
motion picture industry would be very unfortunate. Chalkley, how- 
ever, concluded by saying that he felt that there was nothing more 

that could be done about it. 
Pau T. CULBERTSON 

841.4061 Motion Pictures/70 : Telegram 

The Secretary of State to the Chargé in the United Kingdom 
(Johnson) 

Wasuineton, November 29, 1937—7 p. m. 

468. Department’s 318, July 23. You will note from our 318 that 
the motion picture question was placed rather squarely before the 
British Embassy here. Up to the present time we have not, however, 
felt that we should do much more than assist the industry in present- 
ing to the British Government the views of that industry. However, 
we do not feel that there could have been or should have been any 
doubts in the minds of the British Government with regard to our 
interest in this particular industry. Recent developments have caused 
us certain uneasiness with regard to this matter. It was for that 
reason that Mr. Sayre spoke to the British Ambassador on November 
20 (see our 455, November 21 *). Hays ™ now informs us that Stanley 
is insisting that the various committee reports be brought into open 
discussion in Parliament tomorrow. These reports are understood to 
contain recommendations which have been consistently opposed by 
the American industry. In view of the fact that trade agreement 
negotiations have now been announced and in view of the fact that 
motion pictures is an important item to be discussed during the 
negotiations we feel that the situation has reached such a stage as to 
warrant a presentation of representations to the British Government. 
Such representations might be made along the following lines: 

“In submitting, at the British Government’s request, a tentative 
list of non-Ottawa items upon which the United States Government 

” Not printed, but see last paragraph of memorandum of J uly 21, by the Chief 
of the Division of Trade Agreements, pp. 58, 62. 

” Not printed. 
Ine Will Hays, president, Motion Picture Producers and Distributors of America, 

982609—54——7



90 FOREIGN RELATIONS, 1937, VOLUME II 

would seek concessions in the coming trade agreement negotiations my 
. Government included motion pictures. Because of the importance of 
the industry and the magnitude of the trade my Government considers 
motion pictures to be one of the important items for future discussion. 
New legislation now under consideration would materially alter the 
status guo with regard to the treatment accorded by the British Gov- 
ernment to this particular industry. It has been the purpose of the 
American Government to seek the maintenance of the status quo in 
connection with any trade agreement items as between this Govern- 
ment and any other Government. According to information which 
my Government has received it would appear that the British Gov- 
ernment intends to go forward with the consideration of legislation 
which, if adopted, would add severe restrictions to those already in 
existence. My Government feels that it would be very unfortunate if 
irrevocable legislation were adopted by the British Government which 
would preclude the possibility of discussing this important item in 
the British-American trade.” ” 

We have consistently maintained for ourselves and sought from 
others a policy which would preclude any change during the period 
of negotiations which would be detrimental to the trade of either 

country. Some months ago it was proposed in a bill presented to 
Congress to assess duties on antiques. Great Britain is a principal 
supplier of antiques. Having in mind the possibility of a trade 
agreement with Great Britain the Department. took vigorous steps 
to have this provision in the bill withdrawn. This was done and had 
been done prior to the receipt of a protest on this same question from 
the British Ambassador. 

Hou 

611.4131/5694 

The British Embassy to the Department of State 

MEMORANDUM 

In the event that the United States Government agree to the in- 
clusion of the Colonial Empire and Newfoundland within the scope 
of the negotiations contemplated with the United Kingdom for a 
trade agreement the United Kingdom Government will wish to put 
forward on behalf of the Colonial Empire and Newfoundland the 
requests itemised in the attached two lists. 

These lists are provisional only and have been compiled without 
consultation with the trade interests concerned, but it is not anticipated 
that any substantial additions will be necessary. 

WasHINGTON, December 9, 1937. 

“A memorandum in this sense was left at the British Foreign Office on 
December 3, 1937. 

* Not printed.
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611.4131/540 : Telegram 

_ The Chargé in the United Kingdom (Johnson) to the Secretary 

: : | of State 

| Lonpvon, December 9, 19387—6 p. m. 

| | [Received December 9—2:47 p. m.] 

_ 461. 1. Beale of the Tariff Commission has arrived. 

_ 2, At lunch today Overton informed us that he would be in charge 

of the British delegation for trade agreement negotiations. Stirling, 

Norman Archer from the Dominions office and an expert on British 

tariff together with clerks would complete the delegation, totalling 

12 persons. The time of its arrival in Washington is contingent upon 

the date on which actual negotiations can start. 

8. Overton has mailed Chalkley a preliminary list of British re- 
quests which may be supplemented later. He has in mind the de- 

sirability of getting a full list of requests before you by December 23. 

4. When the subject of the relation of British colonies to the forth- 

coming negotiations was broached, Overton remarked that the British 

delegation was not preparing itself to discuss concessions on United 

States products entering colonies. It has occurred to us that, if the 

State Department were considering including the colonies in the 

negotiations, it might save time if that subject matter were now taken 

up with Chalkley so that the delegation would be in a position to 

discuss the matter when negotiations begin. 
JOHNSON 

841.4061 Motion Pictures/70 : Telegram 

The Secretary of State to the Chargé in the United Kingdom 

| (Johnson) 

Wasuineton, December 10, 1937—noon. 

483. Department’s 468, November 29, 7 p. m. Mr. Hays came in to 

gee me today and explained to me again the very serious view which 

the industry takes with regard to British film proposals now or per- 

haps soon to be placed before Parliament. Furthermore Mr. Hays 

told me of the difficulties he is experiencing in keeping the industry 

from embarking upon a press and film campaign which would bring 
out the true facts involved in this whole situation. Of course we 
realize that once a campaign were launched even the industry itself 
would have no control over the extent to which it might be taken 

up by opponents to this trade agreement program and others. From 

the standpoint of treatment at all fair, I am much impressed with the 

seriousness of the present threat to the American motion picture in-
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dustry in Great Britain. I have felt it necessary to call in the British 
Ambassador and again lay this whole situation before him. I have 
impressed upon him the fact that we are now on the eve of trade 
agreement negotiations, the importance of which cannot be over- 
emphasized and that such negotiations cannot but be limited if either 
government should take irrevocable action involving items of trade 
which are certain to come under discussion during the negotiations. 
This is the more important when there is involved an item of such 
outstanding importance as motion pictures. 

You will please call at the Foreign Office and state that you have 
been instructed to inform the British Government orally that I have 
felt it necessary to speak to the British Ambassador here in the sense 
indicated above. You should at the same time reiterate the position set 
forth in the Department’s telegram under reference. 

HULL 

841.4061 Motion Pictures/81: Telegram 

The Chargé in the United Kingdom (Johnson) to the Secretary 
| of State 

Lonvon, December 11, 19387—2 p. m. 
| [Received December 11—11: 25 a. m.] 

766. Department’s 483, December 10, noon. There seems to be 
some misconception in Mr. Hays’ mind of the actual state of affairs 
here with respect to the films bill. The bill has gone to committee 
after second reading. The committee is considering the many amend- 
ments presented. So far no amendment detrimental to the American 
industry has been adopted although some have been rejected. 

Both Williamson ™* and Allport have talked with Brown. The 

former has impressed upon him the seriousness with which we would 
view the enactment of legislation carrying more restrictions than are 
provided for by the present act. Allport has submitted to Brown 
five suggested amendments which, if accepted, would more than satisfy 

the industry. Brown has promised to put the whole matter up to 
Stanley who can control to a large extent the pattern of the new bill. 
All indications at present point to the probability that the bill will 
emerge from the committee in a form not detrimental to the American 
industry; in other words the sum of the restrictions in the new bill 
will probably not be greater than the sum of the restrictions in the 
old bill. Moreover, if a substantial part of Allport’s recommenda- 
tions is enacted the industry will be better off than at present. 

Because the act of 1927 expires this year it is not to be hoped that 
no legislation to replace it will be enacted at the present time. As a 

“David Williamson, Second Secretary of Embassy in the United Kingdom.
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practical matter, therefore, all of Allport’s efforts have been directed 

towards securing legislation which does not injure the American 
industry to any great extent. He has felt that during the past week 
great progress towards that end has been made. The representations 
directed by your 468 of November 29, 7 p. m. I made personally to the 
Under Secretary for Foreign Affairs and we have substantial reason 
to believe that they had real effect upon the Board of Trade’s attitude. 
We gather, and it is Allport’s impression, that the Board of Trade is 
now favorably disposed to some modification of the bill to cover 
the American industry’s principal desiderata. 
Brown has promised Allport to tell him in a few days what Stanley 

is willing to do. I feel, therefore, that until Stanley has had time 
to manoeuvre further, official representations here might serve to 
complicate the situation. Allport is anxious that nothing more be 
done for the moment, fearing that further representations at this time 
would “get their backs up” and jeopardize the intricate negotiations he 
has carried on with Brown. I venture, therefore, to suggest that this 
phase of the matter be considered and that I be authorized to await 
further instructions before again broaching the matter to Foreign 
Office. 

J OHNSON 

841.4061 Motion Pictures/81: Telegram 

The Secretary of State to the Chargé in the United Kingdom 
(Johnson) 7 

WasHineron, December 13, 1937—7 p. m. 

487. Department’s 483, December 10, and your 766 of December 11. 
We will leave to your judgment whether any further approach should 
be made to the British authorities at this time. We of course recognize 
the possibility of some confusion arising with regard to the actual 
status of the proposed legislation. 

On last Saturday the British Ambassador again called on Mr. Sayre 
and expressed the opinion that the motion picture question has nothing 
to do with the trade agreement, and that his government would prob- 
ably refuse to consider it in connection with the trade agreement 
negotiations. He did consent to convey to his government our interest 
and concern in the pending legislation. You will of course under- 
stand that we do not accept this position. Motion pictures was in- 
cluded in the non-Ottawa, list which we submitted to the British, and 
they have certainly been on notice that we would expect to include 
motion pictures in the trade agreement negotiations. 

Hoy
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611.4181/581 , 

The British Commercial Counselor (Chalkley) to the Chief of the 
Division of Trade Agreements (Hawkins) 

WasurnerTon, December 14, 1937. 

Dear Mr. Hawkins: I send you herewith 10 copies of a provisional 
list of the items of the United States Tariff on which the United 
Kingdom Government will probably request duty reductions in the 
course of the negotiations for a United States-United Kingdom trade 
agreement, accompanied by copies of an explanatory letter from the 
Board of Trade to me and of a Note on Items in Schedule 9 (Cotton 
Manufactures) .® 

It will be observed that the Board of Trade have not yet received 
the considered views of the trade interests, and that it is fairly certain 
they will want to make certain additions to the list. At the same 
time they have tried to include every item in respect of which they 
think, on present information, that a reasonable case is likely to be 
made out. 

It follows that they have been unable to make any serious attempt 
to narrow the various tariff classifications included in the list to par- 
ticular varieties in which goods of special interest to the United 
Kingdom are likely to predominate. At a later stage we shall, in our 
own interests, probably want to limit our requests on some items so as 
to confine any concessions as far as possible to items falling within 
existing “basket” paragraphs of the Tariff, or to new sub-classifica- 
tions which are likely to yield the maximum benefit to United King- 
dom exporters. We should be reluctant to narrow our list in this way 
before publication, but we shall, of course, be ready to consider any 
particular cases in which the State Department may want, for special 
reasons, to press for omissions or limitations. I should like to tell 

| the Board of Trade now by telegram of any such cases as they arise 
without necessarily waiting for your examination of the whole list 
to be completed. 

I suggest that we meet immediately for the purpose of comparing 
the enclosed Provisional List with your list of dutiable items handed 
to me on November 24th, checking off the items of the Provisional List 
which you accept for inclusion in the list to be published and of 
arranging subsequent meetings to examine the remaining items. 

On December 22nd I expect to receive some additions to our list, 
the items proposed for binding, and notes on some items of the present 
list the inclusion of which you may question. 

Yours sincerely, H. O. Caatxiey 

* The enclosures, apparently all dated December 7, are not attached to this file. 
* Additions to the list were received on December 22, 23, and 26, 1937.
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INFORMAL DISCUSSIONS REGARDING PROPOSED RESTRICTION OF 

TRADE BETWEEN AUSTRALIA AND NEW ZEALAND TO BRITISH 
SHIPPING” 

811.71247H/81 

Memorandum by the Secretary of State 

[Wasuineton,] May 18, 1937. 

The British Ambassador came in upon my invitation and I stated to 
him the substance of the New Zealand shipping question or con- 
troversy. I suggested that I considered it very important, for the 
sake of teamwork between the governments dealing with the matter, 
that the Government of New Zealand should not put into operation 
the discriminatory shipping authorization already enacted. I said 
that this should not be done pending full and elaborate conference be- 
tween the proper governmental agencies with respect to the broader 
phases of the shipping situation, especially on the Pacific; that unless 
this should be done our shipping officials might unintentionally get 
at cross purposes in some ways, while thus working more or less in the 
dark as to the ultimate plans and purposes of New Zealand, for ex- 
ample, and that this especially would be true if New Zealand should 
place this discriminatory policy in operation without further delay. 

The Ambassador replied that he doubted whether New Zealand 
would expressly commit herself on the matter; that this was a club 
she has in her hand which, as to the use of, in his opinion, she would 
not commit herself in advance; but that he felt entirely satisfied there 
would be no purpose to put this discriminatory legislation into opera- 
tion pending any conferences, discussion, and consideration by the 
proper governmental agencies looking towards a mutually satisfac- 
tory settlement. I replied that was all that could be expected in the 
circumstances, 

I am satisfied the Ambassador will emphasize to his government the 
view that they should not permit this legislation to be carried into 
effect pending further and broader consideration of shipping rela- 
tions between our different countries and, if possible, satisfactory 
agreements upon policies, etc. 

C[orpet.] H[ vi] 

811.71247H/85 

The British Embassy to the Department of State 

SHIPPING SITUATION IN THE TASMAN SEA 

It is understood that the Chairman of the United States Maritime 
Commission ® considers that the Australian Bill in its present form 

* Continued from Foreign Relations, 1936, vol. 1, pp. 706-716. 
"Joseph Kennedy.
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would not permit Matson Line vessels to disembark or embark passen- 
gers at a New Zealand port, and would therefore prevent these vessels 
calling there, and it has been suggested that, as perhaps the whole 
situation in which the Australian and New Zealand Governments 
have felt impelled to enact legislation giving restrictive powers in 
the latter country and to introduce it in the former may not be entirely 
clear to the Chairman, it would be opportune to set out the whole 
position. 

2. For the commencement of the events which have led up gradually 
to the present situation, it is necessary to go back to the year 1885 
when the Union Steamship Company of New Zealand, Ltd., a com- 
pany registered in New Zealand, the shares in which were held largely 
in that country and in Australia, inaugurated, in conjunction with 
an American company, a trans-Pacific mail service between Australia, 
New Zealand, Honolulu and San Francisco. In 1900, when the 
United States coastwise law was extended to include Hawaii, and so 
excluded the ships of the Union Steamship Company from the Hono- 
lulu-San Francisco service, the eastern terminal was changed from 
San Francisco to Vancouver, and, some time later, Fiji was included 
as a port of call. Ata later date this service was taken over by a 
Canadian Company, the Canadian Australasian Line, half the shares 
in which are held by the Union Steamship Company of New Zealand. 
But, meanwhile, in 1909, the Union Steamship Company, with the 
assistance of a subsidy from the New Zealand Government, had inau- 
gurated a service between New Zealand, Rarotonga and Tahiti, which 
was soon after extended to San Francisco at one end and Sydney at 
the other. In 1926 the United States of America service between 
San Francisco and Sydney, which had been inaugurated in 1883, was 
acquired by the Matson Navigation Company who from 1931 on in- 
cluded a call at Auckland, and for the first time began to compete 
in the passenger traffic between New Zealand and Australia hitherto 
confined to unsubsidised Australian and New Zealand shipping. 
This competition was intensified when two fast modern liners, built 
with the financial assistance of the United States Government, were 
placed on the run in 1932. In the face of this competition the Union 
Steamship Company steadily lost business, and in December, 1936, 
found themselves forced to discontinue the service between San Fran- 
cisco, New Zealand and Sydney. The situation thus created was the 
cause of great anxiety to the Australian and New Zealand Govern- 
ments. The New Zealand Government took powers to protect the 
local trade in the Tasman Sea and later somewhat similar but more 
far-reaching legislation was introduced into the Australian Legis- 
lature but has not yet been passed. In the New Zealand Act and in
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the Australian Bill both Governments purposely refrained from. re- 
serving the Tasman trade to British shipping and confined themselves 
to taking powers to exclude from that trade ships belonging to coun- 
tries which in effect discriminate by subsidies, etc., against British 
shipping. 

3. The points which should be emphasised are: 

(a) That the company whose ships have been withdrawn from the 
San Francisco-New Zealand—Australia service is registered in New 
Zealand, and the shareholders are largely New Zealanders and Aus- 
tralians. 

(5) That the same company has a one-half interest in the service 
between Canada, New Zealand and Australia. 

(c) That the ships of both companies are manned in the main by 
Australians and New Zealanders employed under New Zealand 
conditions and regulations. 

(d) That the United States line between San Francisco and Aus- 
tralia did not call at New Zealand until 1931, when a call was in- 
troduced at Auckland, New Zealand, and that since that date its 
competition in the trans-Tasman passenger trade has seriously prej- 
udiced the Australian and New Zealand owned and unsubsidised 
shipping on this service, which is paid on a poundage basis for 
carrying mails. 

(¢) That it had been a long standing grievance in Australia and 
New Zealand that their ships were shut out of the Honolulu-San 
Francisco trade; that this feeling of grievance was substantially in- 
creased after the entry in 1931 of the Matson Line into the New 
Zealand—Australian trade, and is widespread for whilst, on the one 
hand, the Australian and New Zealand shareholders resent the loss 
of their profits, the seamens and other unions resent the fact that ships 
employing Australians and New Zealanders have been forced to dis- 
continue running. The legislation recently enacted or introduced 
has therefore very strong backing; and, finally 

(f) That the legislation passed in New Zealand and introduced in 
Australia is not designed to give British shipping as such any advan- 
tage over the United States of America shipping, but to protect Aus- 
tralian and New Zealand owned shipping employed between Australia 
and New Zealand against subsidised foreign shipping. 

As regards the point raised by Mr. Kennedy with reference to the 
effect of the Australian legislation on the New Zealand call of the 
Matson Line, the Australian Government have already realised that 
the Bill introduced into the Commonwealth Parliament might be in- 
terpreted in the way Mr. Kennedy indicates. They propose, there- 
fore, to introduce amendments to ensure that the Bill will not prevent 
the Matson Line disembarking or embarking in New Zealand pas- 

_ sengers with through tickets from or to Australia. It is understood 
that the New Zealand Act does not create any such difficulty. 

5. In this whole situation the Commonwealth and New Zealand 
Governments feel strongly that Dominion shipping is not getting
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a fair deal in that it is prevented by United States law from partici- 
pating in the Honolulu—United States traffic and as a result of United 
States subsidies is being seriously prejudiced not only in the trans- 
Pacific trade but also in the Tasman trade. They realise the political 
difficulties in the way ot the admission of other than American ships 
to the trade between Honolulu and the United States. As indicated 
in the preceding paragraph they do not propose to restrict the through 
traflic carried on American ships. But they are not prepared to see 
the situation continue under which, by reason of subsidies paid by 
the United States Government, the most valuable part of the local 
traffic between Australia and New Zealand is diverted from the un- 
subsidised Australian and New Zealand lines. In the circumstances 
they feel that the Matson Line should meet them on the third of these 
points to the extent of withdrawing voluntarily from the purely local 
trade between Australia and New Zealand. In that event it can be ~ 
anticipated that the Australian and New Zealand Governments would 
not proceed further with the application of the legislation under 
reference. 

WASHINGTON, June 16, 1937. 

811.71247H/89 

The Chairman of the Maritime Commission (Kennedy) to the 
Secretary of State 

WasuHincTon, July 1, 1937. 

My Dear Mr. Secretary: I have received your letter of June 18, 
1937 ® transmitting a memorandum entitled “Shipping Situation 
in the Tasman Sea,” left by Mr. Chalkley and Mr. Keith [Officer] 
of the British Embassy on the occasion of their meeting with Mr. 
Dunn of the State Department on June 16th last. I have read that 
memorandum with much interest, and enclose herewith a memoran- 
dum in reply, which is self-explanatory. 

The New Zealand statute and the proposed Australian legislation, 
if put into effect, would by its discriminatory provisions divert a dis- 
proportionate flow of passenger business to the new liners which the 
British are contemplating building for the south trans-Pacific service. 
The British memorandum states that the Australian Government now 
proposes to introduce amendments to the pending legislation to insure 
that it will not affect through-traffic on the Matson Line. While in - 
view of the present itinerary of the Matson Line, no American line 
would be affected by the restriction in the New Zealand statute it 

* Not printed.
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would be desirable as pointed out in the enclosure, that the New 
Zealand statute be similarly amended. 

With respect to the suggestion contained in the British Embassy’s 
memorandum that the Matson Line withdraw voluntarily from the 
local trade between Australia and New Zealand, in which passengers 
only are carried, the enclosed memorandum also sets forth reasons 
why such action is deemed inadvisable. 

The Commission now is effecting the change from the mail contract 
disbursements as a means of assistance to American merchant vessels 
to payments under operating differential contracts under the Merchant 
Marine Act of 1936, and it is probable that under the new plan there 
will be no grounds for allegations of discrimination and unfair compe- 
tition due to the amount of Government-paid subsidy. The proposal 
that the Matson Line withdraw from the Tasman Sea trade is one with 
which the Government is concerned both as a matter of policy and in 
connection with the maintenance of an essential trade route. Of 
course, the Matson Line is vitally concerned due to the fact that the 
Tasman Sea route constitutes an important branch of its south trans- 
Pacific service, built up over a considerable period of time. 

Yours very sincerely, JosepH P, Kmnnepy 

[Enclosure] 

Observations Upon a Memorandum From the British Embassy Dated 
June 16, 1937, Entitled “Shipping Situation in the Tasman Sea” * 

The expressed purpose of the British Embassy’s Memorandum is 
to make clear to the Chairman of the United States Maritime Commis- 
sion “the whole situation in which the Australian and New Zealand 
Governments have felt impelled to enact legislation giving restrictive 
powers in the latter country and to introduce it in the former.” The 
legislation of New Zealand referred to was enacted in October 1936, 
and, upon the issuance of an Order in Council, would prohibit (with 
heavy penalties for violation) the embarkation or disembarkation of 
passengers under certain circumstances, by vessels of the foreign 
country to which the Order in Council would apply. A similar act 
has been introduced into the Australian Legislature, but is understood 
not to have been enacted as a law, up to the present time. 

At a recent conference with representatives of the British Embassy, 
the Chairman of the Commission pointed out that the New Zealand 
law and the proposed Australian law were both so phrased that, if an 
Order in Council were issued, the laws might very readily be inter- 
preted as prohibiting the embarkation of through passengers from 

* Approved June 29, 1936; 49 Stat. 1985. 
7 A notation on the file copy of this memorandum indicates that a copy was sent 

to Mr. Keith Officer, Counselor of the British Embassy.
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either country in American vessels if stops were to be made in the 
other. Such a situation would constitute a serious restriction upon 
the operation of American vessels in foreign trade. On that point, 
the Embassy’s memorandum contains the following paragraph: 

“4, As regards the point raised by Mr. Kennedy with reference to 
the effect of the Australian legislation on the New Zealand call of the 
Matson Line, the Australian Government have already realized that 
the Bill introduced into the Commonwealth Parliament might be in- 
terpreted in the way Mr. Kennedy indicates. They propose, therefore, 
to introduce amendments to ensure that the Bill will not prevent the 
Matson Line disembarking or embarking in New Zealand passengers 
with through tickets from or to Australia. It is understood that the 
New Zealand Act does not create any such difficulty.” 

With respect to the last sentence of that paragraph, it should be 
pointed out that the provisions of the New Zealand statute are identical 
with those of the proposed Australian law and that whereas the New 
Zealand law would not create the difficulty mentioned under the present 
itinerary of the American line serving New Zealand and Australia, 
the difficulty would arise in case the itinerary were changed or ex- 
tended. It would appear to be essential that there be no question 
whatever but that the laws in question should not “restrict the through 
traffic carried on American ships,” as the Embassy’s memorandum 
states “they do not propose” to do. 

The explanation offered as to the reasons impelling the two govern- 
ments in question to enact the legislation in question appears to be 
summarized in the following portion of the Embassy’s memorandum: 

“5. In this whole situation the Commonwealth and New Zealand 
Governments feel strongly that Dominion shipping is not getting a 
fair deal in that it is prevented by United States law from participat- 
ing in the Honolulu—United States traffic and as a result of United 
States subsidies is being seriously prejudiced not only in the trans- 
Pacific trade but also in the Tasman trade. They realize the political 
difficulties in the way of the admission of other than American ships 
to the trade between Honolulu and the United States. As indicated 
in the preceding paragraph they do not propose to restrict the through 
traffic carried on American ships. But they are not prepared to see 
the situation continue under which, by reason of subsidies paid by the 
United States Government, the most valuable part of the local traffic 
between Australia and New Zealand is diverted from the unsubsidized 
Australian and New Zealand lines.” 

In regard to first point mentioned therein, it may be pointed out that 
New Zealand and Australia cannot logically be considered in the 
same category as Hawaii and the mainland of the United States. 
There is certainly a difference between coastwise traffic within actual 
administrative territory of one country and between two political 
entities each of which is a self-governing unit and each of which has
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a mutually exclusive set of coastwise and tariff regulations. New 
Zealand is understood to have coastwise laws which do not permit 
the carrying of cargo or passengers between any ports of that Domin- 
ion except by New Zealand shipping. Australia has similar laws 
which include also the Island of Tasmania. The Matson Line is ex- 
cluded from that service, and has never carried any local cargo or 
passengers between the ports of Sydney and Melbourne. There does 
not exist, so far as is known, any restriction against the carriage of 
traffic between different dominions, commonwealths or colonies of the 
British Empire in any part of the world, and such traffic is contin- 
uously engaged in by ships of all nationalities. On the other hand, 
the extension of the coastwise laws to Hawaii was the natural conse- 
quence of the annexation of Hawaii to the United States. It is in 
the same status with respect to coastwise shipping laws as the Island 
of Tasmania is to the mainland of the Australian Commonwealth. 

With respect to the second point mentioned in the paragraph quoted 
above, that is that “Dominion shipping” is not getting a “fair deal,” 
and is “seriously prejudiced” as a result of United States subsidies, 
“not only in the trans-Pacific trade but also in the Tasman trade,” the 
following important factors must be taken into consideration. The 
present exchange of views on this matter relates, of course, to the 
future. Such aid as has been heretofore given to the Matson line by 
the Government of the United States was terminated on June 380, 1937. 
The government assistance available to that line after that date will be 
in accordance with the provisions of the Merchant Marine Act of 
19386. Itisclearly laid down in that Act that the amount of an operat- 
ing differential subsidy shall not exceed the difference in the cost of 
insurance, maintenance repairs, wages and subsistence of crew, and 
such other items with respect to which the American operator may be 
found to be at a disadvantage in competition with vessels of foreign 
countries. ‘The Commission has every intention of granting financial 
aid to American ship-owners only in strict accordance with the terms 
of the Act. In these circumstances the suggestion that Dominion 
shipping is discriminated against as the result of American sub- 
sidies, is without foundation as to the future. 

While the Matson Line will receive henceforth “parity” payments, 
the Canadian-Australasian Line (which is engaged in the Tasman 
Sea trade as well as the trans-Pacific trade) is understood to be re- 
ceiving fixed amounts of mail pay from New Zealand, Australia, Fiji 
and Canada totaling substantial amounts. 

In connection with the events leading up “to the present situation” 
as contained in the Embassy’s memorandum, consideration should be 
given to the fact that American companies have been operating in 
the south trans-Pacific trade route for many years, and almost con-
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tinuously since 1885 have received compensation for the carriage of 
mails either on a lump sum basis or a fixed amount per mile. The value 
of the foreign trade between the Dominions and the United States for 
the last sixty years has shown a constant, large, and healthy expansion 
upward. In 1880 the total of imports and exports amounted to 
$7,670,000, in 1900 $33,427,000, in 1910 $55,692,000, in 1930 $134,889,000 
and in 1935 $98,000,000. The southern trans-Pacific route is considered 
an essential trade route and warrants adequate, suitable, and modern 
ships. Figures indicate that the Matson Line has not carried an undue 
proportion of the cargo business available. Prior to the initiation of 
the new Matson service in 1932 the three American ships then in thé 
trade were constructed in 1900, while the four British ships were built 
in 1908, 1911, 1913 and 1924. It was inevitable that new and modern 
ships would eventually be placed in service on this important route. 
It so happened that the Matson ships were the first replacements. 

The Matson Line has used every means to promote and cultivate 
friendly relationships not only with the commercial interests of 
Australia and New Zealand but with the competing British lines serv- 
ing that territory, and has consistently refrained from quoting any 
rates or fares which could be construed as endeavoring through these 
means to attract business away from other lines. It has maintained 
its position in the shipping conferences and has made rates, fares, 
rules and regulations in cooperation with those interests. Further- 
more, the Matson Line vessels carrying passengers in the local trade 
make one round trip only between New Zealand and Australia each 
month while the Canadian-Australasian Line, Huddart Parker, Ltd., 
and the Union Steamship Company, have a joint schedule in this trade 
with five ships. Doubtless, much of the Tasman Sea passenger traffic 
carried by the Matson Line, is created by the character of the service 
rendered. The Thirty-fifth Report of the Imperial Shipping Com- 
mittee stated : 

“The important fact to be borne in mind is that the Matson Line 
has won its present position not by cutting rates but by superiority of 
amenities and speed.” 

The general tourist business built up by the Matson Line during the 
last few years has been a distinct benefit to New Zealand. While infor- 
mation regarding the total amount disbursed in the Dominion is not 
available, this business is certainly of an attractive nature, and indi- 
cations from the Dominion point to a full appreciation of its value. 
It 1s conceivable that the Matson Line, as a result of a prohibition on 
the carrying of passengers on their present itinerary, may find it 
necessary to alter their service. 

In view of the circumstances set forth above, especially the change 
in the type of assistance provided for American vessels by the provi-
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sions of the 1936 Merchant Marine Act, the purpose of which is to 
place the merchant fleet on a parity with foreign competitors, it would 
appear to be unfortunate, in the interests of all concerned, if the 
Matson Line were to withdraw from the passenger service in the 
Tasman Sea, either voluntarily, as suggested in the last paragraph of 
the Embassy’s memorandum, or as a result of the application of law, 
as apparently contemplated by the New Zealand statute and by the 
proposed Australian legislation. 

811.71247H/94 

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

[WasHineton,] July 29, 1937. 

Mr. Keith Officer, Counselor of the British Embassy, called with 
reference to the situation of the Matson Line in the trans-Tasman 
trade. He said that there seemed to be some misunderstanding some- 
where inasmuch as our memorandum ® had dealt with the question of 
Pacific shipping in general, whereas the Australian approach to date 
had been on the subsidiary question of the trans-T'asman traffic. He 
said that Mr. Welles* and Mr. Dunn® had agreed to try and find a 
solution of the latter pending which time the Australian Government 
would defer its legislation. Mr. Casey ® was on the point of arriving 
in Sydney (probably August 3) and it would be necessary for him 
to have a message at Canberra when he arrived. As far as the Tas- 
man trade was concerned, our memorandum did not alter the existing 
situation In any degree. 

I told Mr. Officer that I thought there had been some talking at 
cross purposes as from the very inception the Tasman question had 
been dealt with as part and parcel of a broader question and not as 
an isolated question. Our note registered a considerable advance on 
the question of subsidies but the Tasman question represented a ques- 
tion of principle on which we had not been able to accept the Aus- 
tralian thesis. He, in effect, was asking for a voluntary withdrawal 
of the Matson Line from the Tasman trade and this we could not for 
an instant consider doing. 

He expounded at considerable length the Australian thesis, which 
boiled down to the fact that Australia was faced with such political 
pressure that it could not much longer forego passing the enabling 
legislation. I told him that we would regret this on the ground: 

* Supra. 
*Sumner Welles, Under Secretary of State. 
*James Clement Dunn, appointed Chief of the Division of European Affairs, 

June 16, 1937; Adviser on Political Relations, July 17, 1937. 
*R. G. Casey, Australian Minister of the Treasury.
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(1) that it was based on a misconception of law and geography; (2) 
that it would create an atmosphere in which the settlement of Pacific 
shipping in general would be most difficult, and (3) that it would 
create an impression throughout the country, particularly following 
the trade diversion measures, that Australia did not mind adopting 
one discriminatory measure after another against us. 

After some discussion, Mr. Officer said that while he had gone as 
far as his instructions permitted he recognized that we could not as- 
sent to the voluntary withdrawal of the Line from the Tasman trade 
and withdrew the suggestion. On the other hand, he was terribly 
anxious to see if we could not work out some formula that would en- 
able the Government further to postpone action and purely as his 
own suggestion and without instructions wondered whether negotia- 
tions might not be entered into directly between the two Lines with 
a view either to the allocation of trans-Tasman passenger traffic or to 
a voluntary acceptance on the part of the Matson Line that they would 
not book more than a certain number of passengers per month. It 
might not even be necessary to make an agreement to this effect of a 
longer term than two or three years when, with the construction of 
new British ships, the whole situation would be more or less regular- 
ized. He said that, of course, this suggestion might not be acceptable 
to the Australian Government or to the New Zealand authorities but 
he really was trying to suggest a way out. 

I told him that when in 1935 it had been suggested that the Union 
Line and the Matson Line discuss matters directly, the Matson Line 
had expressed a willingness to do so provided the Union Line would 
not suggest its withdrawal from the Tasman trade. That was the last 
heard of the suggestion, which had made me feel that the Union Line 
had been playing for the total exclusion of the Matson Line from the 
Auckland-Sydney run. He asked if I could find out whether, should 
the suggestion be agreeable at Canberra, the Matson Line would be 
willing to talk over matters on this basis. I replied that I was natur- 
ally without authority to answer that question. 

The matter was therefore left as follows: 

The State Department would send to Mr. Kennedy an account of my 
conversation with Mr. Officer as well as a brief memorandum? which 
he wrote in reply to Mr. Kennedy’s memorandum. Meanwhile, al- 
though recognizing that Mr. Kennedy’s memorandum represented the 
official American point of view, he would defer his cable for five or 
six days waiting to see whether his personal suggestion seemed to 
offer the possibility of a way out. I told him that I would keep in 
close touch with him and urge that the Maritime Commission give me 
an answer as soon as possible. 

Pirrreronr Morrat 

" Infra.
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811.71247H /98 

The British Embassy to the Department of State 

Marson LIne 

The position as far as Australia is concerned is that on the 16th June 
the State Department were given, at their suggestion, a full statement 
of the Australian case and that in the course of his visit, on the 1st July, 
Mr. Casey explained to Mr. Sumner Welles and Mr. Dunn that in view 
of the Secretary of State’s request that an attempt should be made 
to settle the Tasman Sea question by voluntary discussion the Com- 
monwealth Government were holding up the passage of their legisla- 
tion for the present to allow time for such discussion, and that they 
looked to the State Department to aid them in trying to find such a 
settlement.® 

So far the State Department have not made any proposal on the 
lines Mr. Casey suggested but Mr. Dunn on the 6th July advised 
Mr. Chalkley and myself of the Maritime Commission’s observations 
on the discussion we had had with Mr. Dunn on the 16th June. This 
memorandum unfortunately does not seem to advance the position at 
all. Although an attempt was made in the memorandum of the 16th 
June to emphasize that the difficulty to be dealt with was that of the 
Tasman Sea the present memorandum deals rather with the trans- 
Pacific problem and particularly the future of shipping in that Sea. 

After stating that American companies have been operating in the 
Southern trans-Pacific trade route almost continuously since 1885, 
it proceeds to say “that the suggestion that Dominion shipping is 
discriminated against as a result of American subsidies is without 
foundation as for the future for the reason that whilst the Matson Line 
will henceforth receive parity payments the Canadian-Australian 
line will be receiving fixed amounts of mail pay totalling substantial 
amounts.” 

From the memorandum it would appear that the Maritime Com- 
mission have not appreciated the following points at issue: 

(a) That the United States line between San Francisco and Aus- 
tralia did not enter into the Tasman Sea traffic between New Zealand 
and Australia until 1931 when two ships, built as the result of very 
large advances by the United States Government, commenced calling 
in New Zealand and competing in the trans-Tasman trade 

(6) That such competition affects not only the Canadian-Aus- 
tralian line but also the Union Steamship Company and Huddart 
Parker, companies registered in New Zealand and Australia respec- 
tively and manned and operated under New Zealand and Australian 
conditions 

(¢c) That it is this situation created by past action and not the future 
shipping situation in the Pacific that the Commonwealth Government 

*Memorandum of conversation not printed. | 
982609—54——-8
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is immediately seeking to remedy and was taking steps to that end by 
introducing legislation on the model of the New Zealand Act 

(d) That in view of Mr. Hull’s request that action would be de- 
ferred to allow time for a discussion with a view to a voluntary settle- 
ment the Commonwealth Government did not proceed with their legis- 
lation during the recent short sitting of Parliament 

(e) That they are still anxious to arrive at a voluntary settlement 
of the matter in the absence of which they can hardly defer proceeding 
with the legislation and taking the necessary powers when Parliament 
meets again probably at the end of August. 

WasHINGTON, July 29, 1937. 

811.71247H/97 re 

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

[Wasnineron,] August 9, 1937. 

Major Keith Officer called at my request this afternoon. I told him 
that I had now heard from Mr. Kennedy who did not feel that the 
suggestions he had informally put forward last Friday offered much 
hope for a successful conclusion. In particular, we did not see how 
one phase of a broad problem could be isolated and treated separately 
from the broad picture on which we were working. 

Major Officer said he was sorry as he had hoped that his suggestions 
might have proven acceptable; that he was afraid that his Govern- 
ment might have to pass the enabling legislation but that even if they 
did so there might be a further delay before Australia or New Zealand 
actually applied the legislation. In any event, he implied that the two 
Dominions would give us sufficient notice before they took final action 
so that we could never claim that they had caught us unaware or faced 
us with a fait accompli without adequate forewarning. 

I replied that I still hoped that they would not take any steps that 
would make a final solution more difficult or that would upset a ship- 
ping situation which we felt it was to the best interest of the British 
and ourselves not to be upset at this time. 

Prerrepont Morrat 

[Discussion of the Tasman trade problem seems to have been dis- 

continued at this time. A letter from the Commercial Counselor of 
the British Embassy to a member of the Division of International 
Communications, October 26, 1938, referred to the possibility of the 
Tasman trade question being revived, and stated: “The position is 
that New Zealand has passed enabling legislation and Australia is 
ready to do so, but in deference to strongly expressed American wishes, 
neither Government has progressed with its proposals, in the expecta- 
tion that some practical contribution to settlement of the difficulty 
was to be made by the United States.” (811.802/189) |
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PROTEST BY THE BRITISH GOVERNMENT AGAINST THE SEIZURE 

OF THE MOTOR VESSEL “MISERINKO” BY THE UNITED STATES 

COAST GUARD AUTHORITIES 

811.114 Miserinko/53 

The British Ambassador (Lindsay) to the Secretary of State 

No. 194 WasHINGTON, June 27, 1936. 

Sir: I have the honour to inform you that I have received instruc- 
tions from His Majesty’s Principal Secretary of State for Foreign 
Affairs to invite your attention to the following circumstances at- 
tending the recent seizure of the British motor vessel Miserinko of 
Bridgetown, Barbados, by the United States Coastguard authorities. 

2. It appears that this vessel, which for some time had been sus- 
pected of being utilised for the smuggling of liquor into the United 
States, was seized with some six thousand gallons of alcohol on board 
by the United States Coast Guard Patrol Boat Harriet Lane off the 
coast of Maine on the 15th March last. In a communication addressed 
to His Majesty’s Consul General at Boston on the 12th June by the 
Commander of the Boston Division of the United States Coast Guard, 
in reply to an enquiry by the former, it is stated that the vessel was 
first sighted by aircraft at a distance of 17 miles from the coast; that 
she was 31 miles distant from the coast when pursuit began, and 45 
miles distant when finally overhauled. The normal speed of the ves- 
sel is said to be about 10 knots. 

8. From the above statement it emerges that when pursuit began 
the vessel was outside United States territorial waters and moreover 
outside the limit of one-hour’s steaming distance from the coast laid 

down in the Anglo-United States Liquor Smuggling Convention of 

1924.° There can, therefore, in the view of His Majesty’s Govern- 

ment in the United Kingdom be no justification under this Conven- 

tion for the seizure. It is understood, however, that the authorities 

based their action upon the United States Anti-Smuggling Act of 

1935,° claiming that the Méserinko is substantially controlled by 

United States citizens. But even if this be the case His Majesty’s 

Government could not admit that the Anti-Smuggling Act, what- 

ever its provisions, could in the circumstances of the present case Jus- 

tify the seizure of a vessel lawfully flying the British flag. Even 

though seizure could be justified under United States law, such law 

could have no international application outside United States ter- 

ritorial waters proper. 
4, It is the opinion of His Majesty’s Government therefore that 

the seizure of the vessel was an illegal action under international law, 
and I have accordingly been instructed to request that the Miserinko 

* Foreign Relations, 1924, vol. 1, p. 158. | 
7 Approved August 5, 1935; 49 Stat. 517.
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should be released. In making this request His Majesty’s Govern- 
ment reserve full rights to put forward a claim for compensation at 

some later date. 
I have [etc. ] R. C. Linpsay 

811.114 Miserinko/71t 

The British Ambassador (Lindsay) to the Secretary of State 

No. 226 WASHINGTON, July 18, 1936. 

Sm: With reference to my note No. 208 of the 9th July," I have 
the honour to inform you that His Majesty’s Government in the United 
Kingdom have taken note of the fact that the master and crew of the 
British Motor Vessel Miserinko were sentenced on the 5th May last, 
in the United States Court at Concord, New Hampshire, to the fol- 

lowing terms of imprisonment: 

George L. Lohnes, Master 10 months 
Herbert Knickle, Mate 9 months 
Titus Mossman, Cook 90 days 
Bronson Cluett, Sailor 90 days. 

As regards Harold Westhaver, Engineer, it appears that the case was 
continued for sentence and that the defendant was held in $500 cash 

bail as a material witness against certain principals. 
2. The master and all the above-mentioned members of the 

crew of the vessel are from Lunenburg, Nova Scotia, and are 
British subjects and Canadian nationals. In view of the circum- 
stances attending the seizure of the Miserinko, outlined in my note No. 
194 of the 27th June, I have the honour, under instructions from His 
Majesty’s Government in the United Kingdom, to request that the 
master and these members of the crew be unconditionally released 
forthwith, or failing this that they be released on bail. 

3. I have been instructed in making this request to reserve the right 
to put in a claim for compensation on behalf of these individuals at a 

later date. 
I have [etc. | R. C. Linpsay 

811.114 Miserinko/86 

Memorandum by Mr. William R. Vallance of the Office of the 
Legal Adviser 

[Wasuineton,| July 20, 1936. 

During conversation with Mr. Broad, Second Secretary of the Brit- 
ish Embassy, on July 17, I referred to the Ambassador’s note No. 208 

4 Not printed ; see first paragraph of memorandum by Mr. Wiliiam R. Vallance, 
July 20, infra.
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of July 9, 1936, in response to this Department’s note of July 1, 1936,” 
in which this Department made the following request : 

“In the meantime I should greatly appreciate receiving information 
as to the actual ownership of the above-named vessel.” 

The response of the Ambassador was that: 

“T have learnt from the Governor of Barbados that the motor vessel 
Miserinko is legally registered in Barbados as a British ship in the 
name of the Marion Elizabeth Shipping Company Limited, of Lunen- 
burg, Nova Scotia, as owners.” 

As this reply did not furnish data regarding the actual ownership 
of the vessel I mentioned to Mr. Broad that his note did not seem re- 
sponsive to the Department’s request and that this Department’s re- 
quest seemed appropriate in view of the provisions of the London 
Agreement of 1936 [1926]2* Mr. Broad stated that he was not fa- 
miliar with the provisions of this Agreement. I told him that I had 
participated in the conference at London which led to this Agreement 
and that Sir Charles Hipwood, representing the Board of Trade, and 
I had been assigned to prepare a draft of the Agreement. I stated 
that Sir Charles had expressed the opinion that the British Govern- 
ment did not want to have American citizens masquerading under the 
British flag by means of dummy British companies in whose names the 
vessels were registered. He stated that such vessels did not bring 
credit upon the British flag and caused a great deal of difficulty for 
the British authorities. I told Mr. Broad that it was my understand- 
ing there was a provision in the London Agreement which obligated 
the British Government to make an investigation into the actual own- 

ership of vessels in the smuggling traflic before a protest would be 
made to the United States. 

Mr. Broad stated that he would like to look into the matter and 
would telephone me later about the results of his investigation. 

‘Mr. Broad referred to the arbitration between the United States 
and Canada in the J’m Alone case** and said that he thought the 
seizure might come within the decision in that case. I replied that 
the owners of the vessel and of the cargo were not awarded any dam- 
ages in that case as the vessel and cargo were found to be American 
owned. Consequently, the decision would hardly support the view 
that the United States could not have a right to seize a ship and its 
cargo both of which belonged to citizens of the United States. The 
part of the decision that went against the United States was based on 
the excessive force used by the Coast Guard, which resulted in the 

™ Neither printed. 
* See Foreign Relations, 1926, vol. 0, pp. 336 ff. 
* See ibid., 1929, vol. 11, pp. 28 ff.
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sinking of the vessel and the consequent death of a member of the 
crew and the loss of their belongings. 

Mr. Broad said that the point was of importance just then. He had 
prepared a note objecting to the arrest and imprisonment of the mem- 
bers of the crew of the Miserinko who were in jail at Concord, New 
Hampshire, without bail. 

I told Mr. Broad that there had been some decisions of the British 
Courts holding that where a vessel was registered in the name of a 
British company but the shares of stock and the control of the com- 
pany was in nationals of a foreign country, the vessel would not be 
regarded as a British ship. As Mr. Broad said he was not familiar 
with these decisions I sent him copies of the decisions in the cases of 
the Polzeath (Probate Reports 1916, 241) and the St. Z’udno (Probate 
Reports 1916, 291). 

Mr. Broad telephoned me during the morning of July 18 that he 
had found the London Agreement of 1926 in the files of the Embassy 
and that the only provision he could find bearing on the subject was 
the following statement: 

“8. Diplomatic Support. 

When any complaint in connection with liquor smuggling, or sus- 
pected liquor smuggling operations, is made to one side against the 

_ Officers of the other, the present practice might be continued of exam- 
ining the record of the complainant and any other information that 
may be available before deciding whether under the terms of the exist- 
ing Liquor Convention or on other grounds the case is one in which 
enquiry or eventual representations should be made.” 

Mr. Broad stated that he was doubtful whether this provision was 
sufficient to require an investigation as to the actual ownership of a 
vessel under the British flag before a protest was filed by the Embassy. 
I told him that the language was that of Sir Charles Hipwood and 
that it was for the purpose of carrying out his statement to me that 
he did not want American citizens as owners of vessels masquerading 
under the British flag. Mr. Broad stated that he was very much in- 
terested in the question and asked whether I could give him, infor- 
mally, some indication as to who the American owners were so that he 
would have something definite to goon. I told him that our informa- 
tion [¢nvestigation] was not sufficiently completed to send a formal 
note on the subject but that according to reports the vessel was owned 
and controlled by one Ralph Bitters, an American citizen of New Jer- 
sey, who was being sought by officers of the United States. I also 
stated that the owner of a large part of the shares of the Marion Eliza- 
beth Shipping Company of Lunenburg was Christian Iversen of 
Lunenburg who was born in Denmark and who apparently had not 

* Foreign Relations, 1926, vol. u, p. 354.
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been naturalized in Canada. I further stated that I understood the 
Canadian authorities had made some investigation regarding the own- 
ership of the shares of this company. 

I suggested to Mr. Broad that it was very important, in my opinion, 
to conduct a full investigation of the facts in these cases before the 
positions of the two governments became too firmly crystalized, as 
upon a full exchange of information it might well be concluded that 
the persons involved were not entitled to help from the British Gov- 
ernment. Such frank discussion at the outset was in accord with the 
spirit of the Agreement reached at London and this was the first 
instance of a substantial protest from the Embassy since the London 
Agreement [came into force]. 

In view of the reference to the criminal proceedings at Concord, 
New Hampshire, I telephoned the Department of Justice and talked 
with John Smith about this phase of the case. He stated that the 
United States attorney would be instructed to submit a full report 
on the present status of the case. He further telephoned me this morn- 
ing that Commander Parker of the United States Coast Guard has 
under preparation a full report with regard to the seizure and the 
ownership of this vessel. 

W[r11am] R. V[ariancer] 

811.114 Miserinko/91 

The Acting Secretary of State to the British Chargé (Mallet) 

Wasuineton, August 20, 1936. 
Str: With reference to the Ambassador’s note No. 194, of June 

27, 1936, and subsequent communications, regarding the seizure by 
the United States Coast Guard authorities of the motor vessel 
Miserinko, registered at Bridgetown, Barbados, in the name of the 
Marion Elizabeth Shipping Company, Limited, of Lunenburg, Nova 
Scotia, Canada, the following information is furnished : 

The appropriate authorities of this Government have made a careful 
investigation of this case and are convinced that the Miserinko was 
actually owned and controlled by one Ralph Bitters, of East Orange, 
New Jersey, a citizen of the United States, and other American citizens. 
The vessel was generally known as “Bitters’ boat” and was to all 
intents and purposes a vessel of the United States. According to 
Statements made by Captain George L. Lohnes and a member of the 
crew of the Mzserinko following their arrest, Bitters directed its opera- 
tions in detail, paid their wages and also paid the expenses for repairs 
to the vessel. There is evidence to show that Bitters had the vessel 
tied up for about two months at a shipyard in Brooklyn, New York,
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and that in October 1984 Captain Lohnes and a crew went from Nova 
Scotia to Brooklyn to take charge of it. While the Miserinko was 
lying at the Brooklyn shipyard it was reconditioned and painted by 
the crew. There is also evidence to show that Bitters intended at one 
time to have the Miserinko converted into a yacht. Affidavits sub- 
stantiating these statements are in the possession of the appropriate 
authorities of this Government but copies thereof are not furnished at 
this time as they may be required for use in legal proceedings which are 
contemplated against other persons suspected of being involved in 
violations of the laws of the United States. However, should you wish 
to see them they will be made available to you. 

The Miserinko was built at Meteghan, Nova Scotia, Canada, in 
1931, by the Meteghan Shipbuilding Company. The manager of the 
company, Mr. J. T. Deveau, recently informed an officer of this Gov- 
ernment that he knew nothing about the owners of the vessel and had 
no records which would give any information regarding the trans- 
action. He stated that the engine for the boat was shipped from New 

Jersey and that later a smaller engine was installed. According to 
records on file, the Standard Motor Construction Company, 172 
Whiton Street, Jersey City, New Jersey, shipped a Diesel engine, 280 
HP, to the Meteghan Shipbuilding Company, Meteghan, Nova Scotia, 
in June 1931, and in September of the same year a smaller engine of 
150 HP was shipped by the same firm to the same consignee. Ralph 
Bitters is understood to have had an interest in the Standard Motor 
Construction Company, of New Jersey, and thus, from the very begin- 
ning of the history of this vessel there is an indication of his con- 
nection with it. 
Although the Marion Elizabeth Shipping Company, Limited, the 

registered owner of the Miserinko, was organized in 1925 with the 
following incorporators : 

John W. Westhaver, Lunenburg, Nova 
Scotia, Master Mariner ....... Sixty shares 

G. Alvin Himmelman, Lunenburg, Nova 
Scotia, Master Mariner ........ One share 

W. Pitt Potter, Lunenburg, Nova 
Seotia, Barrister ............ One share 

Bessie M. Smith, Lunenburg, Nova 
Scotia, Stenographer.......... One share 

Christian Iversen, Lunenburg, Nova 
Scotia, Master Mariner ........ One share 

Mr. Christian Iversen, the President of the Marion Elizabeth Ship- 
ping Company, Limited, informed a representative of this Govern- 
ment that he organized the company at the request of parties un- 
known and that the sixty-four shares of stock are owned by persons
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other than those who were listed as the incorporators. He added that 
he is unaware of the names or addresses of any of the owners. John 
W. Westhaver, who subscribed for sixty shares of stock in the com- 
pany, is said to be at present a butcher in Lunenburg. 

Christian Iversen is understood to be a Danish-born subject and 
an investigation made in 1934 did not disclose that he has acquired 
Canadian citizenship. 

Mr. Iversen also stated that he has from time to time assisted in 
organizing companies of this nature because of an understanding 
that the provisions, supplies and other facilities necessary for the 
operation of the ships will thereafter be purchased through him. 
The Lunenburg agents of the Misertnko were Robin, Jones and Whit- 
man, of which firm Mr. Iversen is said to be the manager. 

The directors of the Marion Elizabeth Shipping Company, Limited, 
were reported to the Canadian Registrar of Joint Stock Companies 
under date of July 13, 1936, to be as follows: 

Christian Iversen, President, Lunenburg, N. S. 
L. J. Iversen, Secretary, Lunenburg, N. S. 
Bessie 8. Iversen, Director, Lunenburg, N. S. 

However, according to information received from the American 
Consulate General at Halifax, Nova Scotia, Canada, Mr. L. J. Iversen 
notified the Provincial Secretary on the same date, July 13, 1936, that 
the “Company is now cancelled.” He stated that he was acting on the 
responsibility of his father and himself, respectively president and 
secretary of the company; that he, his father, and Mrs. Iversen each 

) held one share and that a block of sixty or sixty-one shares was 
issued in blank but he does not know who owns these shares. He 
added that Westhaver has no connection with the company. 
There is enclosed a chronological outline * of the operations of the 

Miserinko from the time it was built in 1931 to the date of seizure 
and it will be seen that during its entire period of activity it was ap- 
parently engaged solely in facilitating the illegal introduction of 
intoxicating liquors and alcohol into the United States. I would call 
your particular attention to the more recent activities of this vessel 
which are typical of its history since the date it was commissioned: 

On January 138, 1936, the Miserinko cleared Lunenburg, Nova Sco- 
tia, ostensibly for St. George’s, Bermuda. It took on board a cargo 
of alcohol in tins from a vessel at sea (probably the British Oil Screw 
Florann) and proceeded to a position off the coast of the United States. 
It was found on January 18, 1936, by the United States Coast Guard 
Patrol Boat Zcarus about 58 miles southeast of Barnegat Light Vessel, 
off the coast of New Jersey. It was again found by the Coast Guard 
plane Adhara on January 21, 1936, about 80 miles east of Cape May 

Not printed.
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Inlet, New Jersey. During the latter part of January 1936 the Mis- 
erinko entered United States waters and, from a position about one- 
half mile off the coast of New Jersey, near Little Egg Inlet, transferred 
1,865 cans of alcohol to a scow or float which was towed to that Inlet. 
On February 5 it was found by the Coast Guard Patrol Boat Galatea 
about 95 miles east by south of Atlantic City, New Jersey, and was 
trailed. The trail was later lost. On the night of February 14, 1936, 
it came to a position about 114 miles off the coast of New Jersey, within 
the territorial waters of the United States, where it was boarded by a 
group of citizens of the United States, including Bitters, who directed 
the Afiserinko’s movements. The AMiserinko, acting under orders re- 
ceived from Bitters, then proceeded to the Gulf of Maine. On the 
night of February 16, 1936, it entered Little Harbor, near Portsmouth, 
New Hampshire, and discharged some 500 cans of alcohol. On this 
occasion Bitters again directed the Miserinko’s movements, boarded 
the vessel and directed the unloading, and gave orders to the master 
concerning a return to Lunenburg for the purpose of having repairs 
effected. The Miserinko arrived at Lunenburg about the 21st of Feb- 
ruary, 1936. 

On February 27, 1936, the Miserinko left Lunenburg, Nova Scotia, 
again clearing ostensibly for St. George’s, Bermuda. It took on board 
from a vessel at sea (probably the British Oil Screw Reo 77) another 
cargo of alcohol in tins and proceeded to a position off the coast of 
New Hampshire. Information had been received that an attempt 
would be made to land the alcohol in approximately the same place as 
the previous point of delivery. On the afternoon of March 14, 1936, 
the United States Coast Guard Plane CG-—137 sighted the vessel stand- 
ing in for the coast of New Hampshire toward the position previously 
designated by Ralph Bitters. Upon encountering the plane the Mis- 
erinko reversed its course and stood off-shore, where it was later seized 
by the Coast Guard Patrol Boat Harriet Lane. It was taken to Port- 
Jand, Maine, where the vessel and its cargo of alcohol were libelled 
by the United States for forfeiture under Section 3 of the Anti-Smug- 
gling Act of August 5, 1935 (U.S. C. Title 19, Sec. 1703). A copy 
of the libel, dated April 13, 1986, is enclosed.?” 

On April 15, 1936, one Louis Halle, New York City, consented, as 
attorney for the Marion Elizabeth Shipping Company, Limited, that 
a decree be entered for the forfeiture of the vessel and cargo. A cer- 
tified copy of his consent is enclosed.17_ There are also enclosed copies 
of the final decree and of the orders for the disposition of the vessel 
and cargo. 

* Not printed. 
* None printed. ‘The final decree was dated April 17, 1936, Portland, Maine; 

the order of disposition, April 21, 1936, Portland, Maine, District Court of the 
United States, District of Maine, SS: Southern Division.
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You will observe from Section 5 of the libel that one of the causes 
of forfeiture alleged is : 

“That at all times hereinafter mentioned, the said motor vessel M/Zs- . 
erinko was operated under certificate of British registry dated at 
Bridgetown, Barbados, British West Indies, on December 21, 1931, 
but that said Motor Vessel Miserinko was substantially owned and con- 
trolled by a citizen of the United States within the meaning of and 
for the purpose of Section 3 of the Anti-Smuggling Act.” . 

Also in Section 9 of the libel it is stated: 

“That said motor vessel Miserinko and her cargo were seized as 
aforesaid because said motor vessel Miserinko was a vessel of the 
United States within the meaning of the Act of August 5, 1935 (Anti- 
Smuggling Act)...” 

To these allegations the alleged owner, through its attorney, filed no 
defense but did file a written consent that a decree of forfeiture of the 
vessel and cargo be entered. If the claimants should now contend 
that the Afiserinko is not an American-owned vessel, the burden of 
proof would be on them to show the contrary, in accordance with the 
principle laid down by Sir Samuel Evans in the case of the Steam- 
ships Genesee, Kankakee and Hocking in which he made the follow- 
ing statement: 

“There is abundant authority to show that especially where there are 
circumstances of suspicion or doubt, the burden rests upon claimants 
to satisfy the Court of the honesty and justice of their claim; and 
that this is not discharged merely by technical proof, or production | 
of formal documents. The Court expects to be informed with candour 
and accuracy of the circumstances leading up to and accompanying 
the acquisition of the vessel in the usual way of business, and to have’ — 
laid before it any contemporaneous correspondence or documents 
which the circumstances indicate must have existed.” (VIII Lloyd’s 
Reports of Prize Cases 81.) 

Lord Parmoor, in rendering the judgment of the Judicial Com- 
mittee of the Privy Council in the same case on appeal, made the fol- 
lowing statement with regard to the funds with which the vessels were 
purchased, in order to prove actual ownership: 

“Their Lordships are not satisfied that Wagner has fully disclosed 
the whole character of the transaction involved in sending remittances 
to Denmark, and the evidence as it stands is in their opinion insufli- 
cient to discharge the burden of proof which in this matter rests upon 
the appellant company.” (VIII Lloyd’s Reports of Prize Cases 123.) 

I would also refer you in this connection to the cases of the 
Polzeath (Probate Reports 1916, 241) and the St. Zudno (Probate Re- 
ports 1916, 291). In the former case Lord Justice Swinfen Eady 
stated : 

* Omission indicated in the original.
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“And so here, in considering what is the principal place of business 
of the company, one has to consider the centre from which instructions 
are given, and from which control is exercised on behalf of the com- 
pany over the employees of and the business of the company, and 
where control is exercised, and the centre from which the company 
is managed without any further control except such control as every 
company or the directors of a company are liable to by the larger 
body which they represent, the shareholders of the company in general 
meeting.” 

In view of the facts set forth above, which seem to show clearly 
that the British registration of this vessel was procured merely as a 
cloak to hide the illegal activities of certain American citizens, I trust 
that you will agree with me that the Miserinko was not entitled to 
the use and protection of the British flag but, on the contrary, that 
it had been desecrating this flag for a long time by using it to shield 
the unlawful enterprises of its actual owners. I hope that an investi- 
gation will be made into the bona fides of the British registration and 
in this connection I would refer to Mr. Chilton’s note No. 578, of 
July 10, 1923,2 with respect to the seizure of the alleged British 
Schooner Henry L. Marshall, which appears to be a similar case. In 
that note Mr. Chilton stated that: 

“owing to the circumstances in which she [the Henry L. Marshall|?* 
secured her British registry [the vessel]?"* was not recognized by His 
Majesty’s Government as entitled to British registry. Consequently, 
His Majesty’s Government have not felt called upon to assert the 
principle at stake on her behalf, since, as far as His Majesty’s Govern- 
ment are concerned, the Henry L. Marshall remains an American 
vessel.” 

With reference to the Ambassador’s note No. 226, of July 18, 1936, 
regarding the arrest and imprisonment of the master and certain 
members of the crew of the Miserinko, I am in receipt of a letter from 
the appropriate authorities of this Government stating that after 
the seizure of this vessel on March 14, 1936, it developed that about a 
month previously, that is, on the night of February 16, 1936, the same 
vessel and crew, as stated above, had landed a cargo of approximately 
500 three-gallon cans of contraband alcohol at Little Harbor, near 
Portsmouth, New Hampshire. Accordingly, the facts were presented 
to the Grand Jury at Concord, New Hampshire, and the crew of the 
vessel, together with Ralph Bitters and certain other American citi- 
zens, were indicted for conspiracy to violate the Tariff Act. 

The master and crew of the Miserinko pleaded guilty to the indict- 
ment and the master, George L. Lohnes, the mate, Herbert Knickle, 

* Foreign Relations, 1923, vol. 1, p. 163. 
1292 Fed. 486. 
7 Brackets appear in the original instruction.
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the cook, Titus Mossman, and the seaman, Bronson Cluett, were 
sentenced as stated in the Ambassador’s note. The case of Harold 
Westhaver, Chief Engineer, was continued to the November term of 
court for sentence and he has been released on $500 bail. Mossman 

and Cluett have been released as their terms have expired. With 
respect to Captain Lohnes and Mate Knickle, the authorities of this 
Government state that their release on bail would not be appropriate. 
The proper procedure to secure their unconditional release would 
appear to be for counsel for the prisoners to present to the court that 
imposed the sentences a motion setting forth such facts as he deems 
sufficient to warrant reduction of the sentences to the time served. The 
term of court at which the sentences were imposed expires on the 31st 
Instant. However, the United States Attorney at Concord, New 
Hampshire, has been telegraphically instructed to move for an in- 
definite extension of the term for the purpose of this case. 

Accept [etce. ] Wi1am Pxuinwies 

811.114 Miserinko/161 

The British Ambassador (Lindsay) to the Secretary of State 

No. 401 Wasuineton, November 17, 1937. 

Sir: In my note No. 88 of the 15th March,” I had the honour to 
inform you that His Majesty’s Government in the United Kingdom 
were pursuing their enquiries regarding the ownership and regis- 
tration of the Motor Vessel Miserinko, and that, pending the con- 
clusion of these enquiries, they reserved all their rights in the matter 
of her seizure by the United States Coast Guard authorities. 

2. I have now been instructed by His Majesty’s Principal Secretary 
of State for Foreign Affairs to make the following communication 
to you :— 

3. It was reported to His Majesty’s Government in the United 
Kingdom in April, 1936, that the British Motor Vessel Miserinko had 
been seized by the United States Coast Guard patrol boat Harriet 
Lane on the 14th March at a point which was described by the United 
States customs authorities of Portland, Maine, as fifteen and a half 
miles, ninety-eight degrees true from Jeffreys Ledge Buoy, Latitude 
42-59 N, Longitude 69-42 W, in Customs Enforcement Area No. 5. 
In a subsequent communication addressed to His Majesty’s Consul- 
General at Boston by the Commander of the Boston division of the 
United States coast guard on the 12th June it was stated that the 
Miserinko was sighted seventeen miles off the United States coast by 
aircraft and that pursuit by the patrol boat began at a point thirty- 

*™ Not printed.
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_one miles off the coast. It was added that the vessel’s normal speed 
was ten knots. That indeed is the speed given in the certificate of 
survey issued at Meteghan on the 31st August, 1931. It is thus clear 
that the pursuit started when the vessel was not only outside terri- 
torial waters but also outside the. one hour’s steaming distance pro- 
vided by the Anglo-United States Liquor Convention of the 28rd 
January, 1924. 

4, Accordingly on the 27th June, 1936, I addressed a note to you 
stating that in the view of His Majesty’s Government in the United 
Kingdom there could be no justification under the Convention for the 
seizure and that the seizure was an illegal action under international 
law. I requested the release of the vessel and added that His Majesty’s 

_ Government reserved their full rights to put forward a claim for com- 
pensation at some later date. 

5. In a further note dated the 18th July I informed you that His 
Majesty’s Government took note of the fact that the master and crew 
of the Miserinko had been sentenced on the 5th May in the United 
States Court at Concord, New Hampshire, to certain terms of impris- 

onment. I pointed out that the members of the crew in question were 
British subjects and Canadian nationals, and I requested that, in view 
of the circumstances attending the seizure of the vessel, the master and 

- said members of the crew be unconditionally released forthwith or, 
failing that, be released on bail. At the same time I reserved the right 
to put in a claim for compensation on behalf of those individuals at a 
later date. 

6. In an interim reply * to my note of the 27th June you requested 
information as to the actual ownership of the vessel, a request which 
was repeated in a semi-official letter addressed by Mr. Vallance to Mr. 
Broad on the 18th July.*% In that letter reference was made to certain 
statements made by Sir Charles Hipwood in the course of discussions 
with the Board of Trade in 1926, when he was said to have made it 
clear that in his opinion His Majesty’s Government did not wish to 
protect persons who were masquerading under the British flag and 
using it as means of violating the laws of their own country. Ina 
further semi-official letter of the 18th July Mr. Vallance drew atten- 
tion to certain decisions given in the British courts which were held to 
have a bearing on the legality of the registration of the Miserinko in 
the name of the Marion Elizabeth Shipping Company of Lunenburg, 
Nova Scotia. 

7. In an official note of the 20th August, 1936, you set forth at length 
the views of the United States Government on the question. You 
began by expressing their conviction after careful investigation that 

*Not printed. 
* Not printed, but see memorandum of July 20, 1936, by Mr. Vallance, p. 108.
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the Miserinko was actually owned and controlled by one Ralph Bitters, 
of East Orange, New Jersey, a citizen of the United States, and other 
American citizens, and was to all intents and purposes a vessel of the 
United States. Information was furnished showing that from the 
time she was built to the date of her seizure the Miserinko had appar- 
ently been solely engaged in facilitating the illegal introduction of 

- intoxicating liquors and alcohol into the United States. In proof of 
the. actual American ownership of the vessel quotations were cited 
from a libel presented to the attorney for the Marion Elizabeth Ship- 
ping Company, Limited on the 15th April, 1936, preparatory to the 
entry of a decree for the forfeiture of the vessel and cargo. One of the 
causes of forfeiture alleged had been that the Miserinko was substan- 
tially owned and controlled by a citizen of the United States within the 
meaning of and for the purpose of Section 3 of the Anti-Smuggling 
Act of the 5th August, 1935. Against those allegations the alleged 
owner had filed no defence but had filed a written consent that a decree 
of forfeiture of the vessel and cargo be entered. It was suggested that 
it would be in accordance with the views of the British legal authori- 
ties as expressed in various prize cases that the burden of proof would 
now rest upon the claimants to show that the vessel was not American 
owned. In view of the facts stated, which were held to show clearly 
that the British registration of the vessel was procured merely as a 
cloak to hide the illegal activities of certain American citizens, His 
Majesty’s Government were invited to agree that the Miserinko was 
not entitled to the use and protection of the British flag but on the 
contrary that she had been desecrating that flag for a long time by 
using it to shield the unlawful enterprises of her actual owners. The 
hope was expressed that an investigation would be made by His Maj- 
esty’s Government into the bona fides of the British registration, in 
which regard reference was made to the seizure of the British schooner 
Henry L. Marshall in 1921. 

8. His Majesty’s Government have studied these communications 
from the United States Government with all the care they merit, but 
after full examination they have been unable to discover anything in 
them, or in the investigations they have since made into the registra- 
tion of the Miserinko, which would cause them to modify their orig- 
inal view of the case. In the first place they desire to make it clear 
that it is far from their policy to allow the British flag to be used as a 
cloak for nefarious practices. If proof be needed of their attitude in 
this respect it is afforded by their action in the case of the Henry L. 
Marshall, to which reference was made in your note of the 20th August, 
1936. In that case, having come to the conclusion that the transfer 
of the Henry L. Marshall from United States to British registration 
had been fraudulent, and that she was therefore not entitled to be
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regarded as a British ship, they withdrew their claim to question the 
validity of the seizure. 

9. In the present case they once again deferred to the suggestion of 
the United States Government that the possibility of fraudulent regis- 
tration of the vessel should be investigated. As a result of their 
enquiries, which have now been completed, no ground is revealed for 
doubting the authenticity of the British registration and legal owner- 
ship of the vessel. The vessel was registered at Weymouth, Nova 
Scotia, in 1931, by the Marion Elizabeth Shipping Company, Limited, 
of Lunenburg, Nova Scotia, and the registry was transferred by the 
same Company to Bridgetown, Barbados, on the 21st December, 1931. 
The Company is itself unquestionably a registered British Company, 
and in spite of prolonged and detailed investigations, no flaw has been 

discovered in the registration of the vessel either at Weymouth or at 
Bridgetown. In this connexion the statement said to have been made 
by Mr. L. J. Iversen on the 13th July, 1936, and quoted in your note 
of the 20th August, to the effect that the “company is now cancelled”, 
would seem to be irrelevant. It is open to any company to go into 
dissolution at any time, and in any event the “cancellation” would 
appear to have been made after the events of which complaint is made 
took place. 

10. The United States Government have argued that it would be in 
accordance with precedents furnished in the British prize courts to lay 
the onus of proof of British ownership upon the claimants. His 
Majesty’s Government are unable to agree that prize court decisions 
given in time of war have any relevance or applicability in the present 
circumstances. The position is that there can be no question about 
the British ownership of the vessel. As the United States Govern- 
ment have been informed on previous occasions, the British Merchant 
Shipping Acts make it a condition of registration, very carefully 
enforced, that a British vessel must be owned by a British subject or 
Company. When accordingly in your note of the 27th June [July 1], 
1936, and in Mr. Vallance’s communication of the 18th July, it was sug- 
gested that His Majesty’s Government should make enquiries into the 
actual ownership of the vessel, His Majesty’s Government were for 
their part disposed to the view that it was for the United States Gov- 
ernment themselves to initiate such enquiries if they wished to base the 
defence of their action on the alleged true ownership of the vessel. In 
view, however, of the facts alleged in your note of the 20th August, 
which were evidently based on enquiries already made, His Majesty’s 
Government decided to institute the investigations requested. In the 
light of their result they can only maintain that the vessel must be 

- held to have been British owned at the time of seizure.



UNITED KINGDOM 121 

11. His Majesty’s Government cannot but feel that there is a funda- 
mental difference of opinion between them and the United States Gov- 
ernment as to what constitutes ownership for this purpose. By owner- 
ship His Majesty’s Government understand legal ownership before 
the law, and they do not and cannot take account for the purposes of 
their registration laws of such indeterminate considerations as “ulti- 
mate control”. They regard as the owner of a vessel the person who 
would, for instance, be entitled to bring or defend an action on her 
behalf in a court of law. If that person is a British subject or Com- 
pany, the vessel is entitled, so far as her ownership is concerned, to 
British registration and to fly the British flag. It 1s only in cases 
where it could be shown that the supposed owner of the vessel was not 

the true legal owner that her registration could be impugned. 
12. In this connexion I have been instructed to draw your attention 

to my letter of the 17th June, 1935,”> prior to the passage of the United 
States Anti-Smuggling Act, in which I stated that His Majesty’s Gov- 
ernment would be obliged to protest against any interference with a 
British ship outside the three-mile limit, except in those cases where 
interference could be justified under the provisions of the Liquor 
Convention, and in which I specifically emphasised that the foregoing 
considerations applied in respect of a vessel of British registry what- 
ever her ultimate control. In his reply dated the 22nd June,”* Mr. 
Walton Moore invited my attention to the fact that Section 1 (b) of 
the bill forbade the enforcement of any United States law on the high 
seas in contravention of a treaty with a foreign Power. 

13. With regard to the allegations contained in your note of the 20th 
August relative to the activities of the Miserinko since her construc- 
tion, His Majesty’s Government have themselves no information on 
the matter, nor any desire to dispute the allegations. Their position 
is simply that no amount of illegality by a British vessel, other than a 
pirate, would justify her arrest by the United States authorities on the 
high seas outside treaty limits. They are, however, somewhat sur- 
prised that, being possessed of the information they had, the United 
States authorities did not think fit to bring it to the knowledge of 
His Majesty’s Government who would willingly have taken such steps 
as were within their power to put an end to any improper activities 

by the ship and, if the allegations had been substantiated and were 
such as would justify doing so under English law, might even have 
considered removing her from the registry. His Majesty’s Govern- 
ment consider that they can reasonably entertain a feeling of disap- 
pointment that their confidence should not have been sought in the 
matter, more especially in view of the active measures they have taken 

* Foreign Relations, 1935, vol. 11, p. 4. 
* Tbid., p. 5. 
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to co-operate with the United States Government in combating the 
practice of liquor smuggling, measures which have already gone far 
beyond what one Government is normally willing to do for another in 
such a matter and which have earned the appreciation of the United 
States Government themselves. Instead of seeking their co-operation 
in this case, the United States authorities proceeded to arrest the ship 
on the high seas, regardless of their obligations under the Convention 
of 1924, and on the assumption (which is now seen to be erroneous) 
that the ship was wrongfully registered as British. In the case of 
the Henry L. Marshall, there was some reason for such action, seeing 
that she had at one time been under United States register and was 
not flying the British flag at the time of arrest; indeed her name was 
concealed by a tarpaulin, her officers were absent on shore, and she 
was boarded in the genuine belief that she was of United States 
register. No such circumstances attended the arrest of the Miserinko 
and it has never been suggested that the United States Customs au- 
thorities were unaware of her nationality when effecting the arrest. 

14. His Majesty’s Government are accordingly of opinion that they 
would be fully justified in demanding that the matter be referred for 
consideration, with a view to ultimate compensation, in the terms set 
forth in Article 4 of the Liquor Convention. After a careful review 
of all the circumstances, they have, however, decided to refrain from 
doing so, and to content themselves with placing on record a formal 
protest at the action of the United States authorities. This attitude 
should not be regarded as constituting any precedent for the future. 
His Majesty’s Government must in this connexion point out that the 
expression of opinion by Sir Charles Hipwood quoted in Mr. Val- 
lance’s communication of the 18th July, 1936, is not relevant to the 
present issue. It may be perfectly true as a general proposition— 
indeed His Majesty’s Government do not seek to deny it—that they 
have no wish to protect persons masquerading under the British flag 
and using it as a means of violating the laws of some other country, 
and in any case where it can be proved that the British flag is being 
used by persons having no legal right to do so, they are ready to take 
action. But in this case they are concerned with upholding the rights 
of the British ships on the high seas, and more particularly to ensure 
that the provisions of the Liquor Convention, which are already very 
wide and give the United States Government rights which they could 
not claim under the ordinary rules of international law, are not 
exceeded. They must therefore protest formally against the action 
taken by the United States authorities in this case and express the 
earnest hope that the United States Government will issue such 
instructions as may be necessary to ensure that the terms of the 
Convention be fully observed in the future. 

I have [etc.] R. C. Linpsax
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811.114 Miserinko/162 

The British Embassy to the Department of State 

MemoraNpuM | 

His Majesty’s Government in the United Kingdom feel strongly 
about the action taken by the United States authorities in the Miser- 
tnko case, more particularly in view of the effective cooperation by 
His Majesty’s Government in enforcing the United States anti-smug- 
gling legislation. Broadly speaking, if His Majesty’s Government 
were to admit the United States contentions that they ought not to 
intervene (a) where the alleged ultimate control of the vessel resides 
in United States citizens and (6) where the vessel is an acknowledged 
smuggler engaged in trying to break United States law, the resulting 
position would be that the United States could violate the Convention 
with impunity in almost every case that is likely to arise in practice. 
The United States Government do not, it is understood, contest the 
legal right of His Majesty’s Government to intervene in any case where 
a British ship flying the British flag is arrested on the high seas out- 
side treaty limits. What the United States Government contend, if 
their argument is rightly understood, is that His Majesty’s Govern- 
ment ought, on moral grounds, to refrain from such intervention 
where the vessel is an admitted smuggler in which the ultimately in- 
terested parties are United States citizens. But if this argument is 
sound it would apply irrespective of the existence of the Convention. 
Even if there were no Convention, a similar argument could be ad- 
vanced for the purpose of justifying the arrest anywhere on the high 
seas of British vessels having the character in question. If the Con- 
vention is to be interpreted in such a way as to preclude intervention in 
any case where a vessel is a smuggler or one in which United States 
citizens are interested, the only scope left to the Convention, so far as 
His Majesty’s Government are concerned, would be to enable interven- 
tion to take place where a British vessel, which was not a smuggler 
or controlled by United States citizens, had been arrested outside 
conventional limits. But such a case is so extremely unlikely to arise 
In practice (as is evidenced by the fact that none has ever occurred 
since the Convention was first entered into) that it can be discounted 
altogether. Both Governments must have been well aware when the 
Convention was concluded that all the cases which would arise in 
practice would be cases in which the vessels were in all probability 
smugglers; and the object of the Convention was not to give a gen- 
eral licence to the United States authorities to arrest British smug- 
gling vessels at any point on the ocean, but to enable them to be ar- 
rested within wide but none the less well-defined limits, and within 
those limits only. Those limits are wider than those within which
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arrests would be permitted under the ordinary rules of international 
law, but are not, on the other hand, so wide as to cover the high seas 
in general. 

His Majesty’s Government feel constrained to make these observa- 
tions because the communications received from the State Depart- 
ment appear to imply that the United States authorities regard them- 
selves as justified, morally if not legally, in arresting a suspected 
smuggler wherever found. If such an interpretation of the Conven- 
tion were to prevail, the limits set out therein would become largely 
meaningless in practice. The chief benefit now derived by His 
Majesty’s Government from the Convention is that by giving the 
United States powers of interference with British vessels within fairly 
wide limits, they secure for those vessels freedom from interference 
outside those limits. If, however, those vessels are to be interfered 
with whether they are inside or outside those limits (and, a prior, 
such vessels will almost certainly be smugglers in which United States 
citizens are interested) then His Majesty’s Government will derive no 
further benefit from the Convention. 

His Majesty’s Government are far from desirous of engaging in 
controversy with the United States Government on questions which 
are necessarily of a somewhat unsavoury character. But the freedom 
of British shipping is a principle that His Majesty’s Government are 
determined to maintain, and they cannot allow their international 
rights to be lightly violated, even where to uphold them incidentally 
involves the appearance of defending the interest of smugglers. 

Wasuineron, November 17, 1937. 

‘811.114 Miserinko/165 

The Secretary of State to the British Ambassador (Lindsay) 

Wasuinoeton, December 21, 1937. 

Excretitency: I have the honor to acknowledge the receipt of your 
note no. 401 of November 17, 1937, making a formal protest against 
the seizure of the vessel Miserinko by the United States Coast Guard 
authorities on March 14, 1936, as well as of your memorandum of 
the same date setting forth the British Government’s position with 
regard to the seizure of this vessel. 

In reply I desire to express regret that the incident occurred and 
my gratification that it may now be regarded as closed. 

Copies of the note and its accompanying memorandum have been 
forwarded to the appropriate authorities of this Government for 
their information. 

Accept [etc.] Cornett Hoi



UNITED KINGDOM 125 

CONFLICTING AMERICAN AND BRITISH CLAIMS TO VARIOUS 

ISLANDS IN THE PACIFIC OCEAN 

811.0141 Phoenix Group/1 

The Acting Secretary of the Navy (Leahy)* to the Secretary of State 

WasHineTon, February 20, 1937, 

Sir: The Navy Department has agreed to furnish a ship, the U.S. 8. 
Avocet, to transport an eclipse observation party of scientists spon- 
sored by the National Geographic Society, to observe a total solar 
eclipse on 8 June, 1987. 

It is planned that the Avocet leave Honolulu on 4 May, land the 
observation party consisting of Dr. S. A. Mitchell, in charge, eight 
other scientists and a working party of thirteen enlisted men under a 
Naval officer and Naval medical officer, total twenty-four, on Ender- 
bury Island or Canton Island of the Phoenix Group, a British pos- 
session. The landing party is expected to be ashore about one month, 
from about 15 May to about 15 June. 

It is requested that the usual diplomatic notification be made re- 
garding this visit, and that authority be obtained for the above-men- 
tioned party to land, with their supplies and instruments, and re- 
main during the approximate period 15 May-15 June, on either Ender- 

bury or Canton Island. , 
Respectfully, : Wim D, Leany 

| Admiral, U. 8. N. 

811.0141 Phoenix Group/1 

The Secretary of State to the Secretary of the Navy (Swanson) 

Wasuineton, March 9, 1937, 

_ Str: The receipt is acknowledged of a letter dated February 20, 
1937, from the Acting Secretary of the Navy, in which the Department 
is requested that diplomatic notification be made regarding a visit 
of the U. 8S. S. Avocet to Enderbury or Canton Islands in the Phoenix 
Group for the purpose of transporting an observation party of sci- 
entists. | 

Inasmuch as this Government has not recognized the sovereignty 
of any other country over the islands in the group in question the 
Department is not in a position to give notification to any foreign 
power of a contemplated visit thereto by a United States naval vessel 
for any purpose. | | | 

Moore’s International Law Digest, Volume I, pages 567 and 568, 
gives a list of Guano Islands appertaining to the United States issued 
by the Treasury Department in the middle of the nineteenth century. 

77 A Jmiral Leahy was Chief of Naval Operations, . _
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It will be noted that most of the islands in the Phoenix Group in- 
cluding Enderbury and Mary’s (Canton), appear in the list, and 
since official records disclose that a certificate was issued for Ender- 

bury Island by the Department on December 31, 1859, and that the 
island was occupied and exploited under that authority, this De- | 
partment perceives no reason why the U. 8S. S. Avocet should not 
visit Enderbury Island. 

Very truly yours, For the Secretary of State: 
R. Watton Moore 
Assistant Secretary 

811.0141 Phoenix Group/7 

The British Ambassador (Lindsay) to the Secretary of State 

No. 223 WASHINGTON, July 16, 1937. 

Sir: I have the honour to inform you that the attention of His 
Majesty’s Government in the United Kingdom has been drawn to the 
recent visit to Canton Island of the United States minesweeper Avucet, 
of which no prior official communication was made. I have accord- 
ingly been instructed to transmit to you herewith, for the information 
of the United States Government, the enclosed copy of an Order in 
Council of the 13th [78th] March, 1937,28 by which Canton Island and 

| the other islands in the Phoenix Group were incorporated in the Gil- 
bert and Ellice Islands Colony. 

I have [ete. ] R. C. Linpsay 

811.0141 Phoenix Group/9 

The British Ambassador (Lindsay) to the Secretary of State 

No. 234 WaAsHINGTON, July 22, 1937. 
Str: With reference to my note No. 223 of the 16th July I have the 

honour to inform you that His Majesty’s Government in the United 
Kingdom have now learnt that the United States Ship Avocet erected 
on Canton Island a cement plinth with a painted stainless steel United 
States flag and a medal of the American National Geographical So- 
ciety, although the British flag was then flying on the Island and the 
notices of British sovereignty were intact. 

2. In this connexion I have been instructed to explain that in Aug- 
ust, 1936 Captain Bevir of His Majesty’s Ship Leith left a Union Jack 
on the Island as well as a notice board stating that the Island belonged 
to His Majesty. Both the flag and the proclamation were replaced by 
new ones early in 1937 by the same vessel. 

* Not printed.
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3. As you, will have observed from my note under reference both 
Canton and other neighbouring islands were incorporated in a British 
Colony by an Order-in-Council dated the 18th March, 1937. His 
Majesty’s Government accordingly trust that the United States Gov- 
ernment will arrange for the United States flag to be removed from 
the Island. 

4. Tam further to state that if the United States Government should 
find it inconvenient to send a ship for that special purpose His Majes- 
ty’s Government would gladly arrange for its removal themselves. 

I have [etc. ] R. C. Linpsay 

811.014/543 

Memorandum From President Roosevelt to the Secretary of State 

7 WASHINGTON, July 26, 1937. 

I wish you would read this personally.” It looks to me as if this 
is a sheer case of bluff on the part of the British. 

As I pointed out to you in Cabinet meeting, discovery does not con- 

stitute national possession for the country to which the discoverer 
belongs unless discovery is followed within a reasonable period of 

time by permanent occupation. 
Furthermore, a purely temporary occupation such as, for example, 

occupation for the purpose of recovering guano and nothing else 
does not give sovereignty to the country to which the guano company 

belongs. 
In the case of Canton Island, the United States has claimed it by 

proclamation, as well, I think, as by discovery. 

The point is that nobody has occupied it for years and years and it 
is open to occupancy by us today. 

I suggest immediate action from Honolulu. 
Will you please return these confidential reports. 

F[ranxuin | D. R[ooseverr] 

811.0141 Phoenix Group/9a 

The Secretary of State to President Roosevelt 

WasHIneron, July 29, 1937. 

My Dear Mr. Presipenr: I have received, and read carefully 
through, your memorandum of July 26, with regard to the incident 
at Canton Island, which I return herewith. 

* Hividently refers to confidential reports mentioned in last paragraph; reports 

not pint.
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Before proceeding to occupy the Island as you instruct I feel that 
I should call your attention to one or two facts with which you may 
not be familiar. — 

(1) On March 18, 1937, some two months before the Eclipse Expe- 
dition reached Canton Island, the British Government issued an 
Order-in-Council by which Canton Island and the other islands in 
the Phoenix Group were formally incorporated in the Gilbert and 
Ellice Islands Colony. 

(2) The British Government has sent us two notes on the subject 
recently, the first informing us of the Order-in-Council, the second 
asking us to remove the emblems left by the Avocet. Moreover, an 
opening for discussion was given by an oral remark made by a member 
of the British Embassy in presenting the notes that if we had any 
observations to make on the other islands in the group we should do so. 

The alternative courses, then, which may be followed are: 

(1) We can proceed to permanent occupation of Canton Island by 
landing settlers, without notification to the British. However, for us 
to go ahead in the face of the British notes, particularly without having 
answered them, might be so resented as to render final adjustment of 
the conflicting claims to the island or islands more difficult than need 
be. I feel that we might put ourselves in the position that we could 
also be charged with bad faith if we sent settlers without giving an 
indication to that effect in the replies which we must make shortly to 
the British notes. 

(2) We can proceed to permanent occupation of Canton Island, by 
landing settlers, but with advance notification to the British in reply 
to their notes of July 16 and July 22, together with a statement that we 
did not recognize the validity of the British Order-in-Council but were 
prepared to discuss with them the final disposition of all the islands. 

(8) Without proceeding to permanent occupation of Canton Island, 
by landing settlers, we can take advantage of the opening given in the 
oral statement of the British Secretary and propose the negotiation of 
a final settlement of the conflicting claims to the eight islands of the 
Phoenix Group. 

In the opinion of the Department’s Legal Adviser, our claim to 
Canton Island is distinctly weak,—much weaker for instance than to 
three other islands in the group. Our best prospect, therefore, of 
establishing our right of ownership to at least some of the islands 
might be through negotiation. I should like to have your instructions 
as to which alternative you wish followed, in order that I may be 
guided as to what action I should take in respect to the two British 
notes. 

Faithfully yours, CorpeLt Hun
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811.0141 Phoenix Group/9 . 

The Secretary of State to the British Ambassador (Lindsay) 

Wasuineton, August 9, 1937. 

ExcELLency: The receipt is acknowledged of your two notes, dated 
respectively July 16, 1937, and July 22, 1937, with regard to Canton 
Island, and other neighboring islands in the Pacific. 

In these notes you pointed out that Canton Island and the other 
islands in the Phoenix Group were incorporated in the Gilbert and 
Ellice Islands Colony by an Order-in-Council, dated March 18, 1937, 
and that the British Government accordingly desired to have removed 
an American flag painted on the stainless steel, and other emblems 
left at Canton Island by the U.S. S. Avocet, in May 1987. , 

In the view of the American Government, the sovereignty over the 
Island of Canton and certain other islands in the Pacific is the sub- 

ject of conflicting claims. Pending the final settlement of title by 
mutual agreement between the two Governments, therefore, the Amer- 
ican Government cannot accept as binding upon it the British Order- 
in-Council of March 18,1987. 

The American Government is, however, prepared to discuss with 
the British Government the question of the sovereignty of such Is- 
lands as are claimed by both, on the understanding that pending the 
outcome of such conversations neither Government should undertake, 

or cite, any action from this point forward,—such as the establishment 
of settlers on the Islands,—which would render adjustment of the 
conflicting claims more difficult. 

Accept [etc. ] [CorpeLt Horr] 

811.0141 Phoenix Group/9 | | 

Memorandum by the Chief of the Division of European Affairs 
(Moffat) of a Conversation Between the Counselor of the Depart- 
ment of State (Moore) and the British Ambassador (Lindsay) 

Wastineton, August 9, 1987. 

Judge Moore told Sir Ronald that he had asked him to come to 
the Department in order to hand to him a note in reply to the British 
Embassy’s two notes of July 16 and July 22, with regard to Canton 
Island and other neighboring Islands in the Pacific. After reading 
the Department’s note (which bore the date of August 9 *4) Sir Ronald 
remarked that in effect what the United States was proposing was 

(a) to effect a clean-up of the entire situation regarding disputed 

1 Supra. | .
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islands in the Pacific, and (6) meanwhile for both Governments to 
observe a “stand-still.” He remarked that one objection that oc- 
curred to him was that while Great Britain and the United States were 
standing still, other Powers might proceed with settlers or beacons or 
markings or postings. Mr. Moffat replied that as far as he knew 
no other Power was asserting claims, and Sir Ronald agreed that his 
observation was in effect more theoretical than actual. He then asked 
whether we had claims to islands outside the Phoenix group. Judge 
Moore replied “yes” but that the number was not large. Sir Ronald 
then said that if he understood us aright, what we proposed was 
first, that the British should agree to the principle of the stand-still 
and that once this was agreed we would present our claims without 
delay. Judge Moore replied that Sir Ronald’s understanding was 
correct and that we would be in a position to give him this informa- 
tion within a very few days thereafter. The Ambassador replied that 
he felt he understood the situation and that he would telegraph his 
Government and let us know their reaction within a very few days. 

Pierrepont Morrat 

811.0141 Phoenix Group/16% 

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

| [Wasuineton,] August 23, 1937. 

I saw Sir Ronald Lindsay this morning apropos of another matter, 
and asked him if he had received any reply to the proposal we had 
made regarding methods of discussing the islands in the Pacific to 
which there were conflicting claims. He replied that he had not had 
an answer and frankly did not anticipate one for some time, as he 
felt that the British Government would not make a move on the 
matter without consulting Australia and New Zealand. I replied 
that I could well understand this when it came to questions of sub- 
stance but that all we were interested in now was in trying to work out 
a means of settling the question without its arousing publicity or 
undue concern. Sir Ronald replied that he personally did not see 
that the situation had the makings of any public disagreement and 
added that as far as he was aware there were at most islands in two 
small groups to which there were conflicting claims. I asked him if 
he would mention the matter when he reached London as it seemed 
to me that our proposals were procedural only and acceptance might 
forestall possible criticism in either press. He agreed to do so. 

PrerREPONT MoFFaT
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811.0141 Phoenix Group/16: Telegram 

Lhe Vice Consul at Wellington (Lane) to the Secretary of State 

WELuineTon, August 27, 1937—5 p. m. 
[Received August 27—6: 25 a. m.] 

Press.report from Suva dated August 27th states that British naval 
vessel Letth left there for Canton Island at 7:30 p. m., August 26th 
taking 2 radio operators, building material and equipment for the 
establishment of a wireless station on the island.®? 

Lane 

811.0141 Phoenix Group/233 

The British Chargé (Mallet) to the Secretary of State 

No. 360 WasHINGTON, October 20, 1937. 

Sir: With reference to the note which you were so good as to ad- 
dress to Sir Ronald Lindsay on the 9th August last, I have the honour 
to inform you, on the instructions of His Majesty’s Principal Secre- 
tary of State for Foreign Affairs, that His Majesty’s Government in 
the United Kingdom deeply appreciate the offer of the United States 
Government to discuss with them the question of conflicting claims 
to ownership of various islands in the Pacific, and that they are ready 
to enter upon such discussions. 

In view, however, of the facts that not only were the Phoenix 
Group of islands incorporated in the Gilbert and Ellice Islands Col- 
ony by Orders-in-Council of the 18th March, 1937, but that His 
Majesty’s Government were already in effective possession of Canton 

| and Hull Islands before the receipt of the proposal conveyed in your 
note under reference, they can only regard the Group as definitely 
British territory, and they would accordingly be unable, in participat- 
ing in the discussions referred to above, to include in them the question 
of the islands of that Group. 

Subject to this reservation, His Majesty’s Government readily agree 
that, pending the outcome of such discussions as have been suggested, 
neither Government should take any action which would render ad- 
justments of any conflicting claims more difficult. 

T have [etc. ] V. A. S. Marrer 

* In his telegram of September 22, 1937, 4 p. m., the Vice Consul at Wellington 
stated that press despatches confirmed the establishment of a two-way short 
Wave radio station in the charge of two operators, on August 81 (811.0141 
Phoenix Group/20).
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$11.0141 Phoenix Group/232 

Memorandum by the Counselor of the Department of State (Moore) 

| [Wasurneton,] October 22, 1937. 

_ Last summer I was directed by the President to approach the British 
with a view to discussing the ownership of islands in the Pacific, and I 
handed Sir Ronald Lindsay a note containing a proposal looking in 
that direction. As no reply was received, the matter was brought to 
the attention of the British Chargé, who wrote me that he was awaiting 
instructions from his government, but on October 20th he came in and 
handed me a reply containing a refusal to discuss the ownership of the 
islands of the Phoenix group, which include Canton and Hull, the 
former of which is important. The Chargé said that his government 

is not disputing our ownership of Howland, Jarvis and Baker, but is 
declining to admit that there is any doubt about British ownership of 
Canton and Hull. He indicated that the British are willing to talk 
about all of the islands except the two last mentioned, Canton being 
the one we now mainly have in mind. I at once informed the Presi- 
dent of all of this, leaving it to him to determine whether he will dis- 
cuss the matter with Admiral Leahy and me before he goes to Hyde 
Park tomorrow evening. It may be that he will think it desirable for 
our government to do what the British government is said to have re- 
cently done, namely, build a small house on Canton Island and put a 
couple of men in charge. While our investigation of the ownership of 
Canton has not been completed, I am satisfied, as I told the British 
Chargé that if there were a judicial proceeding involving the British 
claim, his government would be unable to prove ownership, and that 
if it can be assumed that neither government can show a perfectly good 
title, it would seem very desirable to canvass the situation, with the 
result, perhaps, of agreeing that the island shall be used for aviation 

purposes under some sort of joint control by both British and 
Americans. . 

R. W[arron] M[oore] 

P.S. After the foregoing was dictated, Admiral Leahy and I were 
called to the White House and discussed the matter in question and 
finally it was determined on my suggestion that no immediate reply 
should be made to the British note, but further conversation be had 
with the British Ambassador on his return here around November ist, 
it being just possible that he may bring about some reconsideration of 
the view expressed in the Chargé’s note. From what the President 

* On May 13, 1936, President Roosevelt had issued an Executive Order placing 
Howland, Jarvis, and Baker Islands under the control and jurisdiction of the 
Interior Department; Federal Register, May 15, 1936, p. 405.
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said, it is very probable that he may wish to participate in any con- 
versation with the British Ambassador. 

I will of course not forget the importance of contacting with the 
British Ambassador on his return. There is nothing that we could do 
in the few days remaining before he will be here that would serve ta 
strengthen our claim to any of the islands, or weaken the British claim. 

R. Watton Moore 

811.0141 Phoenix Group/24% 

Memorandum by the Counselor of the Department of State (Moore) 

[Wasuineton,| November 4, 1937. 

At my request this morning Sir Ronald Lindsay, the British Am- 
bassador, called at my office when I brought him up to date on what 
has occurred with reference to the Pacific Islands situation. I men- 
tioned the note of August 9, 1937, delivered to him containing our 
proposal that the two governments discuss conflicting claims to any 
of the islands, and then I took up with him the note of his Chargé of 
October 20th indicating a willingness to discuss all claims except 
those pertaining to Canton and Hull Islands in the Phoenix group. I 
said that only a discussion had been suggested and that it seemed to us 
entirely illogical that any islands to which there are conflicting claims 
should be omitted from the discussion. I said furthermore that it 
would seem to be a simple process for each government to list the 
islands it claims, and following that engage in an interchange of 
evidence in the effort to reach some satisfactory conclusion. I repeated 
to him what I said to the Chargé about Canton Island, indicating the 
possibility that it might be found that neither government has any 
perfect claim of ownership and that the island might conceivably be 
used by both governments for civil aviation purposes. I did not hesi- 
tate to tell him in a very friendly way that we find that ordinarily the 
British incline to claim everything. I think he fully realized the 
strength of my statements and promised that he would at once send a 
pouch communication to London in order perhaps to bring about a 
reconsideration of the decision in the note of October 20th. Incident- 
ally he said that he was sorry that he had failed to take the matter up 
while he was in London and was quite satisfied that it was taken up 
with subordinate officials instead of being referred as a matter of real 
importance to those high in authority. The conversation with the 
Ambassador left me very hopeful that within a reasonably short time 
he will inform us that a discussion can be carried on without any island 
being excluded.
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He remained in my office some length of time and there was a good 
deal of talk not necessary to be rehearsed about the situation in Europe 
and the Far East, the Brussels Conference * and the possibility of a 
trade agreement being negotiated between our two governments.® 
He revealed that he had attended a committee meeting at which the 
only member who sharply opposed an agreement was the Minister of 
Agriculture, who took the same position that had been taken by quite a 
large number of the members of the House of Commons who are 
against any agreement because of the fear the agricultural interests 
of the United Kingdom may be sacrificed. He is firmly of the opinion 
that the Prime Minister is extremely anxious to bring about an agree- 
ment if the difficulties due to the opposition of some of the dominions 
can be overcome. 

R. Warton Moore 

811.0141 Phoenix Group/302 

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

[WasuHineton,| December 29, 1937. 

Participants: The British Ambassador 
Mr. Hugh Wilson * 
Mr. Pierrepont Moffat 

Mr. Wilson said that he had asked Sir Ronald to call when he was 
in the Department on other business in order that he might speak to 
him about the Pacific Islands to which the British and ourselves have 
conflicting claims. Sir Ronald said that he had written a letter to the 
Foreign Office, following his talk with Judge Moore of November 3, 
which he had thought would “move mountains”. Unfortunately he 
had received nothing more than an acknowledgment and an intimation 
that it would probably be some time more before the British were pre- 
pared to reply. In the circumstances he would be only too glad to 
pass on any further observations we might wish to make. 

Mr. Wilson said that we were perturbed at the slow tactics being 
pursued by the British Government; that we felt it was very much to 
the interest of both Governments to reach an amicable adjustment and 

: clear up outstanding claims; that there was plenty of room for both 
our countries to be adequately supplied with islands; and that the 
British Government might well find comfort in seeing us both estab- 
lished in the Pacific area. | 

* See vol. Iv, pp. 155 ff. 
® See pp. 1 ff. 
* Assistant Secretary of State.
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Sir Ronald said that he surmised the delay was due to the fact that 
it had been necessary to consult New Zealand and Australia and that, 
as we well knew, New Zealand “was sore as a pup” over the Pan 

American aircraft contract.2”7 He said that nothing would be done 
without the full and free consent of the New Zealand Government. 

Mr. Moffat pointed out that the islands to which there were con- 
flicting claims were not claimed by the New Zealand Government, 
either directly or under mandate, but were claimed by “His Majesty’s 
Government in the United Kingdom”. Sir Ronald remarked that 
irrespective of that technicality the islands in question were of in- 
terest in New Zealand and that the British Government would not 
give up one iota of its claims unless New Zealand consented thereto. 
Mr. Moffat suggested that in that case New Zealand had a complete 
veto power over any negotiations between the British and American 
Governments. Sir Ronald replied in the affirmative. 

Mr. Wilson suggested that he thought seven or eight weeks was a 
long time to hold up an answer to our inquiry. Sir Ronald agreed 
to write again, but when pushed to telegraph evinced some reluctance. 
It was agreed that the matter would for the present be given no pub- 
licity, and that in so far as possible both Governments would endeavor 
to work out the questions not through legalistic arguments but through 
common sense negotiation. Sir Ronald said he quite agreed, and felt 
that we must both prevent what was a mere pimple from developing 
into a boil. . 

- Prerrepont Morrat 

The articles of agreement between New Zealand and the Pan American Air- 
ways, Inc., were signed November 2, 1935, and extended by New Zealand March 
11, 1937 (811. 79690 Pan American Airways/88). a,
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UNSATISFACTORY TRADE RELATIONS BETWEEN THE UNITED 

STATES AND AUSTRALIA;?) ANNOUNCEMENT BY AUSTRALIAN 

GOVERNMENT OF INTENTION TO ABOLISH IMPORT RESTRIC- 
TIONS 

611.4731/205 : Telegram 

The Consul General at Sydney (Moffat) to the Secretary of State 

SYDNEY, January 26, 1937—6 p. m. 
[Received January 26—1: 45 p. m.] 

While in Canberra yesterday I endeavored to ascertain why we had 
not received a reply to our note of November 3rd.?_ I think the answer 
is to be found in a growing feeling on the part of many officials 
(though probably not yet Gullett * or Lyons‘) that the present anti- 
American trade diversion measures must ultimately be reconsidered. 
This changing outlook seems due in part to our heavy purchase of 
wool which is altering the trade balance picture and in part to an 
increasing feeling that the United States and the British Empire 
should “clean the slate”. I definitely do not want to give the Depart- 
ment a feeling that a change in policy is imminent. For instance, I 
think it would be premature to anticipate a change before the Imperial 
Conference at the earliest, (1) because Australia wishes to assure 
herself that recent American purchases are not a mere flash in the 
pan, (2) because she wishes to make certain that a number of indus- 
tries which have committed themselves to local manufacture actually 
set up factories and, (3) because she wishes first to drive the best 
possible bargain with Great Britain. Nevertheless, for the first time 
since last May I sensed a better atmosphere. 

The foregoing is naturally impression only and does not represent 
any specific statement made during conversations. 

I should add that every one with whom I talked referred with real 
interest to recent press despatches from Washington hinting at the 
possibility of some sort of United States-British Empire conference. 

Morrat 

2 Continued from Foreign Relations, 1936, vol. 1, pp. 742-774. 
+ See telegram of October 31, 1936, 2 p. m., to the Consul General at Sydney, 

‘ 3 Sie ‘Henry Gullett, Australian Minister in Charge of Trade Treaties. 
‘J. A. Lyons, Prime Minister of Australia. 
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611.4781/205a : Telegram , 

- The Secretary of State to the Consul General at Sydney (Moffat) 

WasuHineton, February 12, 1937—7 p. m. 

Do you think it would help the Australian Government to find a 
way out, when it is ready to alter its policy toward the United States, 
if we should now or soon propose the conclusion of a most-favored- 
nation arrangement, either a treaty, a modus vivendi, or simply an ex- 
change of notes. Our note would point out that we have such arrange- 
ments with 53 nations; that we have witnessed such vindication of 
the principle of most-favored-nation treatment to all nations, with 
or without contractual arrangements, that we are desirous of putting 
the principle on a more formal basis with the remaining few nations 
with whom we have no contractual arrangement, and that we would 
be glad to enter into discussions with Australia looking to an arrange- 
ment covering inter alia the treatment of commerce and the entry and 
residence of businessmen. 

It seems to us that such a proposal, while carrying no hint that this 
is a step toward ultimate negotiation of a trade agreement, might 
drive home the thought that the very first step toward such an end 
would have to be equal treatment of our commerce. On the other 
hand, for saving face there, Gullett could rationalize upon the fact 
that “The United States Government made the first move”. Would 
the latter eventuality be harmful ! 

Hoist 

611.4731/206 : Telegram 

The Consul General at Sydney (Moffat) to the Secretary of State 

Sypney, February 15, 1937—1 p. m. 
[Received 1: 55 p. m.] 

Department’s telegram of February 12, 7 p.m. I seriously question 
whether an approach along the lines indicated would help matters 
at the present time. 

First, as to subsistence [substance?]. While the feeling is definitely 
growing in Government circles that Australia will at some point have 
to abandon her anti-American trade diversion measures I am con- 
vinced that they would not consider granting us intermediate tariff 
rates except as part of a trade agreement. Far from regarding the 
suggested proposal as a “first move” on our part I fear that the prob- 
able reaction in Canberra would be one of suspicion that we were 
trying to get everything we wanted (namely abandonment of the 
licensing system and the benefit of all concessions Australia might 

9826095410
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make to other countries) after which we would promptly lose interest 
in the conclusion of a trade agreement. Incidentally concessions on 
the entry and residence of businessmen would not be an inducement as 

there is no longer the slightest apparent interest in this question 
anticipated. 

Second, as to timing. As now I see little or no chance of an im- 
mediate reconsideration. Australia’s negotiations with Canada which 
are how in progress are going badly; the Cabinet, except for Gullett, 
are busy campaigning for the constitutional amendment on market- 
ing which comes to a vote early next month; less than 10 days later 
Lyons and the Australian delegation leave for London and the Im- 
perial Conference. Any approach by us in the near future would 
probably be referred by Cabinet without adequate consideration to 
Gullett and Moore® whose anti-American bias remains unmodified. 

Third, as to tactics. My personal feeling is that Australia will 
eventually retreat as a domestic decision on the ground that with the 
recent investment of American capital in Australian industry and 
the improvement in the trade balance, the trade diversion measures 
had served their purpose. Time is on our side; the trend of opinion 
is at last moving slowly in the right direction; but it 1s not yet ripe 
for forcing a change. I feel that our best tactics are to let matters 
develop without further moves by us until after the Imperial Con- 
ference. Casey ® and perhaps other Ministers are planning to return 
from London via the United States and frank talks with them would 
probably help more than anything we could do at this juncture. 

I have shown this text to Squire’ who concurs. 
Morrat 

$11.4731/207 : Telegram 

The Consul General at Sydney (Moffat) to the Secretary of State 

SypNey, March 11, 1937—3 p. m. 
[ Received March 11—9 a. m.] 

Sir Henry Gullett resigned yesterday afternoon as Minister in 
Charge of Trade Treaties during a stormy Cabinet session in which 
his policy as it affected the recent unsuccessful negotiations with 
Canada was severely criticized. 

- Although Mr. Lyons has intimated that Gullett’s resignation would 
not alter Government’s general trade policy there is no doubt but that 

8A, Moore, Assistant Secretary of the Department of Trade and Customs of 
Australia. 

*R. G. Casey, Minister of the Treasury of Australia. 
‘EK. C. Squire, American Trade Commissioner at Sydney. .
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a serious obstacle to the eventual solution of the American-Australian 
trade dispute has been removed. 

The situation in Canberra is still exceedingly confused particularly 
as Lyons is leaving tomorrow for London. It seems more and more 
likely that he will return via Washington in the hope of settling out- 
standing difficulties. 

Morrat 

611.4731/222 : Telegram 

The Consul at Sydney (Doyle) to the Secretary of State 

No. 424 Sypnry, May 25, 1937. 
[Received June 18.] 

Sir: I have the honor to refer to my Despatch No. 417 of May 13, 
1937 (File No. 631) entitled “Interview with the Minister for Trade 
and Customs, Colonel White”. As stated in that despatch, I had in- 
formed Colonel White, in reply to his direct question “when the United 
States was going to do something with reference to the present trade 
situation”, that it was impossible for the United States to institute 
trade treaty negotiations with a country which at the moment was 
discriminating against American commerce. I made no further com- 
ment, assuming that he was familiar with the subject matter, such 
as the tenor of the interview of Consul General Moffat with Sir 
George Pearce,® reported in his despatch No. 215 of June 3, 1936 (File 
No. 631) entitled “Interviews with Sir George Pearce and Sir Henry 
Gullett regarding Australia’s decision to restrict and divert American 
trade.” 7° : 

I had told Colonel White that I would send him a copy of the Act.” 
I was, of course, aware that there was no specific provision in the Act 
against opening negotiations with a country which had discriminated 
against our commerce. There follows the text of a letter received 
from Colonel White, dated May 19, 1937, together with the text of my 
reply, dated May 24, 1937: 

“Commonwealth Offices, 
Melbourne, C. 2. 
19th May, 1937. 

“My Dear Consul: I acknowledge receipt of your letter of May 15th, 
1937, under cover of which you forwarded a copy of the amendment, 
approved on June 12th, 1934, of the Tariff Act of 1930, which au- 
thorises the conclusion of trade agreements by the United States with 
foreign countries. 

* Not printed. 
* Australian Minister for External Affairs. 
* Not printed, but see telegram of June 1, 1936, 6 p. m., from the Consul at Mel- 

bourne, Foreign Relations, 1936, vol. 1, p. 755. 
4 Trade Agreements Act of June 12, 1934; 48 Stat. 948.
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“T have perused the extract with interest, and note that its provisions 
do not preclude the opening of negotiations for the conclusion of com- 
mercial agreements with countries which discriminate against any of 
the products of the United States. On the contrary, the President 
is empowered under sub-section (@) of section 350 to enter into foreign 
trade agreements ‘whenever he finds as a fact that any existing duties 
or other import restrictions of the United States or any foreign coun- 
try are unduly burdening and restricting the foreign trade of the 
United States.’ 

“Tf the enclosure which you were good enough to forward contains 
the only authority to the President bearing on the subject, it would 
seem that no obstacle exists to the conclusion of a mutually satisfac- 
tory trade agreement between the United States Government and the 
Government of the Commonwealth of Australia.” 

“American Consulate General, 
Sydney, Australia. 

May 24, 1987. 
“Dear Colonel White: The receipt is acknowledged of your letter 

of May 19, 1937, concerning the provisions of the Act of June 12, 1934, 
regarding the conclusion of trade agreements between the United 
States and other countries. J have referred the matter to the Depart- 
ment of State, Washington, D. C.” 

Respectfully yours, Apert M. Dore 

038.4711 Lyons, J. A./37: Telegram 

The Secretary of State to the Ambassador in the United Kingdom 
(Bingham) 

WasuHineoton, June 1, 19387—6 p. m. 

213. Please seek an early opportunity to talk to Mr. Lyons and say 
to him approximately the following: 

The President has been delighted to hear through informal chan- 
nels that Mr. Lyons is contemplating a visit to the United States on 
his way back to Australia. He wanted you to ask Mr. Lyons to keep 
you posted regarding his plans in order that the President may try 
to arrange his own calendar so as to be able to invite Mr. and Mrs. 
Lyons to be guests at the White House overnight should his proposed 
visit materialize. At the same time I wish you would say how glad 
I would be to have an opportunity to exchange views with Mr. Lyons 
on a number of subjects. 
We have recently learned that Mr. Lyons would return directly to 

Australia in the absence of “an official invitation to visit Washington”. 
We do not wish the foregoing message to be termed an “official invita- 
tion” but would rather it be presented as in the nature of willingness 
to meet the desires which have been expressed openly for some time 
by Mr. Lyons. We wish to have opportunity to talk to him irrespec-
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tive of what develops in London within the next few weeks, as we do 
not feel that he has become thoroughly aware of the intensity and per- 
sistence of the feeling which the policies of his Government have 
aroused in United States Government circles. a 

| | Hoi 

033.4711 Lyons, J. A./38 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State — | 

Lonpon, June 4, 1937—4 p. m. 
| [Received June 4—1: 35 p. m.] 

- 348. Tsaw Lyons and conveyed to him the purport of the Depart- 
ment’s message No. 213, June 1,6 p.m. He asked me to express his 
gratitude and to say that he had hoped to return via the United States © 
and to have an opportunity to see the President and the Secretary. 
However, he is confronted with an election within the next few weeks 
and he said that he was convinced since the opposition was violently 
isolationist that any appearance of yielding ground or approaching 
any measure of compromise for a trade agreement at this time would 
be fatal to him and his party. In the absence of giving the opposition 
a club of this kind he felt that he would win and that he would then 
be in a position to resume conversations and to renew consideration of 
the subjects involved with the hope of arriving at an agreement. 

He said that the British Government understood his position ex- 

actly and would seek to prevent giving any ammunition to the oppo- 
sition. In addition he said that by going the other way, he would 
enter western Australia, which would give him an opportunity to 
campaign there, which on account of the distance it would be difficult 
for him to do if he entered Australia via the United States. He said, 
however, he would like very much for Casey, the Australian Treas- 
urer, to return via the United States and to have the opportunity to 
see the President and the Secretary. | 

Apart from his coming election his main concern is to secure sup- 
port for his Government to a non-aggression pact in the Pacific. I 

assured him that in my opinion it would be impossible to secure any 
form of agreement which would bind our Government in any way 
whatever looking towards the protection of Australia from attack by 
Japan. He assured me he had nothing of this sort in his mind and 
had not meant to intimate any such proposal but he insisted that it 
was his hope that a non-aggression pact in the Pacific might be made 
between Great Britain, the self-governing Dominions and Japan, 
which would have at least the blessing of the United States Govern- 
ment. He told me he had discussed this subject, with the Chinese Am-
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bassador who told him that the Japanese were not making the prog- 
ress they had hoped at Manchukuo, and were finding their aggressive 
adventures difficult and burdensome and that he, the Chinese Am- 
bassador, thought there was now a possibility of bringing about an 
agreement with the Japanese in the Far East which would limit 
Japan’s aggressive activities there, see my 347, June 4, 5 p. m.” 

Lyons further said if he won his election, which he expected to do, 
that shortly thereafter he would welcome an opportunity to visit the 
United States and to confer with the President and the Secretary. 

He gave me an impression that his main purpose is to secure a non- 
aggression pact and he finds difficulty in discussing other subjects 
when this is the thought uppermost in his mind, apart from the com- 

ing election. If his attitude represents public opinion in his own 
country, Australia would go far in order [other?] directions to obtain 
some security against Japanese aggression. He considered that the 
Imperial Conference was fully committed to the purpose of securing 
such a non-aggression pact. 

BineHAam 

033.4711 Casey, Richard G./4: Telegram 

The Secretary of State to the Ambassador in the United Kingdom 
(Bingham) 

WasHIneTon, June 10, 1937—5 p. m. 

232. Your 348, June 4, 4 p. m. and 357, June 8,1 p.m.”* The British 
Ambassador * has formally requested an interview with the President 
for Casey on June 30, July 1st or 2nd. He is being informed that in 
view of the President’s absence from Washington attending his son’s 
wedding and on other important business it is unfortunately impos- 
sible for him to see Casey at that time. I have informed Lindsay that I 
shall be glad to see Casey on the morning of July 1st and that Mr. 
Morgenthau * will see him that afternoon. Other appointments will 
be arranged in due course. 

Will you please see Lyons again and say that the President and I 
are sorry that he found it necessary to alter his plans to visit the 
United States and thus afford us opportunity for a general exchange 
of views. At the same time please say that we hope he had not under- 
stood our intimation of willingness to see him or Casey as meaning 
that we were prepared to discuss a trade agreement at this time. We 
assume that he realizes that the opening of discussions leading to 

* Not printed. 
* Latter not printed. 
* Sir Ronald Lindsay. 
* Henry Morgenthau, Jr., Secretary of the Treasury.
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possible negotiation of a United States—Australian trade agreement 
depends rather conclusively upon the removal by the Government of 
Australia of the discriminations against commerce of the United 
States. We assume that he also realizes that if a satisfactory basis 
for a United States-United Kingdom trade agreement * is not found 
it would be practically impossible to find a basis for a United States— 
Australian trade agreement. 

Our reason for desiring that you say this to Lyons is that the De- 
partment gained the distinct impression from your 348 that he was of 
the opinion that we were prepared to discuss a trade agreement when 
he or Casey came to Washington. We feel that that impression should 
be corrected. 

Huo. 

611.4731/220: Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 

of State 

Lonpon, June 11, 1937—6 p. m. 
[Received June 11—2: 05 p. m.} 

372. I made an appointment with Lyons for this afternoon imme- 
diately following receipt of your 232, of June 10, 5 p.m. I conveyed 
to him your message and he went on to say that he understood the 
situation did not admit of discussion of a trade agreement at this time. 
He said, however, that he regretted that on his visit to the United 
States 2 years ago he had not been able to get at least some slight 
concession especially as regards wool and wines which he could have 
used as leverage to combat the tendency in his country which led 
ultimately to the adoption of their embargo policy. He said he be- 
lieved in a general restoration of international trade as the best hope 
for a restoration of stability and for peace in the world and that he 
hoped the time would come when his country could make a contribu- 
tion in that direction; but that he could not guarantee such action 
because it would depend on the local political situation. 

He said that he had lunched today with the British Prime Minister 
and had been assured by Chamberlain that he was heartily in favor 
of working out a trade agreement between Britain and the United 
States and that he had told the Prime Minister he hoped it might be 
possible for Australia to make a contribution in this direction although 
Chamberlain must understand it would mean concessions on the part 
of Britain. 

** See pp. 1 ff.
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He said too that he had been again assured by Chamberlain that 
nothing would be done here to embarrass him in his coming election 
in Australia. In that connection he said that he personally had 

favored holding the election last February when he felt certain he 
would have won so that he might have come to the Imperial Confer- 

ence with a mandate which would have given him a freer hand; but 
there had been a leakage about his intention, opposition arose, and he 
felt it was unwise to go on with an election last February; that now 

he could hold on until the 12th of December; but that he had told the 
Prime Minister and wanted to tell me that it was his purpose to hold 

the election as early as possible—if practicable in September—but he 
could not attempt to fix a time until after his return to Australia. 

. He referred again to his hope for a pact of non-aggression in the 

Pacific and said that he had been told by the British Government that 
it would take up this subject with the United States, Japan, China and 

other interested countries and that he had left the matter in that 
position because he felt it properly belonged to the United Kingdom 

to deal with this subject. 
| BiIncHamM 

611.4731/222 : Telegram 7 

The Acting Secretary of State to the Consul at Sydney (Doyle) 

— WASHINGTON, June 25, 19837—6 p. m. 

_ Your despatch No. 424, May 25. Between appropriate introductory 

and closing paragraphs you may say the following in an informal 

letter to Colonel White: 

- [have received from Washington information which enables me to 
say that I accurately represented the views of the Department of 
State when I told you that the United States could not envisage nego- 
tiating a trade agreement with Australia so long as Australia main- 
tains its discriminations against American trade. These views are not 
based on any special prohibition expressed in the law, but upon the 
policy which has been developed under its operation. 

WELLES 

611.4731/229 

Memorandum by the Chief of the Division of European Affairs 
(Dunn) 

[Wasuineton,| July 1, 1937. 

On Thursday, July 1, Mr. Casey, accompanied by Mr. Keith Officer, 
Counselor of the British Embassy,” called upon the Secretary at 11 

7 On January 22, 1937, the British Ambassador informed the Department of 
State that the Australian Government had arranged with the British Foreign
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a.m. After a conversation which was more or less general on sub- 
jects connected with American-Australian relations, Mr. Casey pro- 

ceeded to the office of the Under Secretary accompanied by Mr. Officer. 
The Under Secretary * called in Mr. Dunn. 

Mr. Casey stated that he had explained to the Secretary the reasons 
which had brought about the restriction against American imports 
in Australia. He went on to describe in terms with which we were 
already familiar the gradually falling balance to the credit of the 
Australian Government for the payment of amortization and interest 
on its foreign debt largely held in England and for its importations 
also largely from England. He said that in 1934, this unfavorable 
balance had reached a point when it was clear to the Australian Gov- 
ernment that it was of the highest importance not to permit this situa- 
tion to develop to a point where the value of the Australian pound in 
the international market would be undermined, thus possibly necessi- 
tating a further devaluation with respect to the pound sterling. 
Devaluation of the Australian pound would very likely result in a cor- 
responding devaluation in the so-called sterling group and would prob- 
ably. also include Argentina in this general reduction. Mr. Casey 
stated that it was the requirements of his own Department, the Treas- 
ury, which when laid before the Cabinet, resulted in the decision to 
curtail imports from those countries with which Australia had an 
unfavorable balance. 

Mr. Casey went on to explain that as a result of the restrictions 
against American importations, there had been a diversion of trade, 
but that if the Australian Government had been able to foresee the 
general improvement of the world situation which resulted in higher 
world prices for Australian products, the Australian Government 
might not have gone so far as they did in restricting American im- 
portations. They might have achieved the measure of protection they 
desired by increasing tariffs on the commodities on which they wanted 
to divert trade from the United States. 

" Mr. Casey then went on to describe the situation which arose at 
the Imperial Conference just held in London. He said that Mr. Cham- 
berlain had made an earnest plea to the representatives of the Do- 
minions for a general survey of the Ottawa preference system. Mr. 
Chamberlain had stated frankly to the Dominions that the United 
Kingdom Government was bending every effort in its studies of the 
trade situation between it and the United States to find a basis for 

Office to have a Counselor who would be an Australian and a member of the 
Australian Department of External Affairs appointed to the British Embassy 
at Washington, and that the appointment would be considered merely as a con- 
venience for handling Australian subjects (701.4111/930). 

* Sumner Welles.
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negotiation of a trade agreement with this country. The United King- 
dom found that they were hampered in the negotiation of such a trade 
agreement by preferences on certain commodities, upon which we 
would want reductions in their existing agreements with the Do- 
minions. A disposition had become apparent at the Imperial Con- 
ference to reconsider the preference agreements with a view to allow- 
ing the United Kingdom more latitude in consideration of its trade 
agreement with the United States. 

At this juncture Mr. Casey explained that the present Government 
in Australia headed by Mr. Lyons was coming to the end of its Parlia- 
mentary term and that an election must be held between now and the 
first of December next. He said that, in his opinion, the election would 
be some time before December and probably very soon. He said, of 
course, the Lyons Government facing an electoral campaign was not 
able to commit itself to any specific arrangements with regard to its 
trade agreement with Great Britain as there was a strong feeling in 
Australia that the existing trade agreement had conserved to Australia 
a considerable and secure market for its principal exportable prod- 
ucts and in an electoral campaign the present Australian Govern- 
ment felt that it would not be politic to create an uncertainty in the 
minds of a large portion of the Australian voters with regard to its 
future trade position. | 

Mr. Casey then brought up the possibilities of discussions with this 
Government for a trade agreement between Australia and the United 
States. He said that if the Australian Government could be sure of 
supplying through trade with the United States any loss it might 
incur by reason of a readjustment of its preference position in Great 
Britain, it would make easier a consideration of a re-adjustment of 
its present trade agreement with Great Britain. He said, at this point, 
that he felt it would be possible to make certain readjustments in the 
Australian-United Kingdom preference agreement,” but that, of 
course, the Australian Government would want to know what ar- 
rangements might possibly be made with the United States in the 
way of trade concessions in order to know how far they could go in 
any re-adjustment with Great Britain. 

Mr. Welles then stated that as far as discussions of trade agreements 
between Australia and the United States were concerned, it would not 
be possible for us to consider the matter while the Australian Govern- 
ment was pursuing its policy of discrimination against American 
trade. He explained that this was a matter of principle with us as 
we did not in our negotiations of reciprocal trade agreements act on 
the basis of negotiating the removal of discriminations. It was neces- 

” British and Foreign State Papers, vol. Cxxxv, p. 183.
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sary before discussions for any trade agreement could be initiated for 
the foreign nation concerned voluntarily to grant to the United States 
equality of treatment under whatever system of treatment of foreign 
trade might be in force in that country. Mr. Casey then asked whether 
a change-over from a system of licensing of imports to a revision of 
the tariff upward would be acceptable to this Government. He was 
informed that the system of treatment accorded by any other Govern- 
ment was a matter for that Government to decide, but our concern 
in the matter was that American trade be placed on equality with that 
of any other nation; if a licensing system, that licenses for American 
imports be granted as freely as to other countries and that no discrim- 
inatory or arbitrary withholding of licenses for the importation of 
American products be applied. Mr. Welles further remarked that if 
a change-over from the import licensing system to a higher range of 
tariffs were to be considered, we would naturally expect that the tariff 
rates would not be raised in excess of the range absolutely needed for 
internal considerations, and that the rates would not be padded for 
the purpose of having them negotiated downward by means of a trade 
agreement. 

With regard to Mr. Casey’s reference to compensation by the United 
States for Australian agreement to reduction of differentials now 
favoring Australian products, Mr. Welles said that it would not be 
possible for us to enter into discussions of a trade agreement with 
the Australian Government until we had reached a satisfactory basis 
of negotiation for a trade agreement with the United Kingdom. Mr. 

Welles asked whether the British Government had informed the Aus- 
tralian delegation as to the general lines of the possibilities of a trade 
agreement between the United Kingdom and the United States. Mr. 
Casey said that this matter, while it had not been the subject of official 
discussions between the delegates and the British Government, had 
come up in an informal and informatory manner in general talks with 
the British Board of Trade. Mr. Casey went on to say that he was 
very anxious that some exploratory conversations be carried on be- 
tween the Australian Government and the American Government with 
regard to the possibilities of a trade agreement between the two coun- 
tries in order that the Australian Government might be in a better 
position to reconsider its situation as far as concerned the United 
Kingdom-Australian trade position. Mr. Welles explained that we 
were precluded from carrying on any discussions having to do with 
trade agreements which might be considered negotiations, as under 
the law there must be previous public announcement before negotia- 
tion for trade agreements can be initiated. Mr. Welles did say, how- 
ever, that the moment we had arrived at a point where we could 
decide there was a reasonable basis for the negotiation of a trade agree-
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ment with the United Kingdom, we would be very glad to give a 
close and comprehensive study to the Australian trade situation and 
would be glad to have informal talks with them with a view to the 
preparation of or the seeking of a basis for the negotiation of a trade 

agreement with them. 
' The interview was ended at this point by reason of appointments 
both Mr. Welles and Mr. Casey had previously made and it was agreed: 

to meet again in the afternoon. 
Mr. Casey, accompanied by Mr. Officer, returned to Mr. Welles’ 

office at five o’clock. Mr. Dunn was also present. 
At the beginning of this interview, Mr. Casey asked if he could 

speak a few moments about the situation created by the legislation 
contemplated in Australia, the effect of which would be to prohibit 
the existing American shipping line from trading between Australia 
and New Zealand. The discussion of this matter is made the subject 

of a separate memorandum.” 
Mr. Casey reverted to the possibility of discussions being initiated 

now or shortly for a trade agreement between Australia and the 
United States. Mr. Welles repeated to him our feeling that it would 
be necessary for us first to see whether we will be able to arrive at a 
basis of negotiation for a trade agreement with Great Britain. 

Mr. Welles then stated that he greatly appreciated the frankness 
and candor with which Mr. Casey had discussed the various phases of 
the situation with regard to Australian-American, Australian-Brit- 
ish and British-American trade and that he would like to put to Mr. 
Casey a question which he wanted him to feel perfectly free to say 
whether he felt in a position to answer or not. Mr. Welles said that 
Mr. Casey no doubt knew that the British Government expected to 
give us a communication next week *! on the general subject of the pos- 
sibilities of a trade agreement with this Government and that it would 
be extremely helpful to us in the consideration of this forthcoming 
communication if we were in a position to know what the attitude of 
the Lyons-Government would be if it were successful in the elections 
which it was facing. Mr. Casey replied that, without consulting his 
colleagues in the Cabinet, he would be unable to give any definite indi- 
cation of what it would be possible to do, and that furthermore issues 
which might arise in the election may have an infiuence on the policies 
they would have to pursue. He said that he himself, however, felt 
very hopeful that his Government, if returned to power, would be able 
to make certain concessions in its relations with Great Britain with a 
view to facilitating a trade agreement between the United Kingdom 

*Not found in Department files; for other correspondence on this subject, 

see pp. 95 ff. 
2 Memorandum of July 10 from the British Embassy, p. 49.
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and ourselves. He then said that he could tell us in all confidence, as 
he felt that all of these conversations would be viewed by us, that the 
Australian delegation realizing that this very question would arise 
upon its return to Australia, had worked out in collaboration with the 
British Government the sense of a declaration of his Government’s 
position in the matter which could be made upon the return of the 
Delegation to Australia for use in the election campaign. He then 
read from a draft of the declaration. ‘The sense of the statement was: 
At the Imperial Conference the British Government had informed the 
Dominions that in studying methods of expansion of international 
trade, it became advisable to reconsider the attitude of the various 
members of the Empire toward the existing trade arrangements be- 
tween themselves. The Australian delegation had taken note of this 
presentation of the situation as brought up by the United Kingdom 
Government and stated that upon its return to Australia, a study 
would be made of its existing trade policies with a view to finding 
possible increased markets for its products through a general increase 
in world trade. 

While on the subject of the general possibilities with regard to 
the trade agreement situation, Mr. Casey asked whether there would 
be any possibility of Australia’s obtaining a reduction on wool in 
a trade agreement with the United States. Mr. Welles said that he 
felt certain that Mr. Casey realized that the purchase of Australian 
wool by the United States had increased greatly during last season 

over previous seasons and that furthermore the United States was 
already in a progressive stage of increased purchasing and consump- 
tive power. He went on to say that Mr. Casey no doubt realized 
that there were often many elements which entered into the consider- 
ation of a reduction on any particular item, but that he could rest 
assured that in making our studies of commodities upon which re- 
ductions could be granted to Australia, we would as we always did 
make every effort to provide for an increased market in those com- 
modities to as great an extent as we possibly could. Mr. Casey said 
that, of course, a substantial reduction in the wool duty would be of 
great importance to them. Mr. Casey then went on to speak of items 
he understood were under consideration for treatment in the United 
Kingdom-United States trade agreement negotiations. With regard 
to raisins, he explained that it would be very difficult for Australia 
to make any change in the British preference now enjoyed by Aus- 
tralia for that product as large numbers of war veterans have been 
induced and assisted to engage in the growing and preparation of 
raisins. He said, however, that he was not certain that the exact 
extent of the preference now enjoyed by them in the British market 
was necessary and that the same reflection applied to the matter of
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dried fruits which had been also greatly assisted and encouraged by 
the Government. At this point Mr. Casey was informed that in 
dealing with the question of preferences, this Government was not 
seeking to arrive at a position by which the United States exporta- 
tions to Great Britain would supplant those from Australia or other 
Dominions enjoying specific preferences, but our objective was rather 
to arrest the tendency of Dominion and Colonial producers eventu- 
ally to supplant entirely United States producers in the British 
market through the agency of excessive preferences. Mr. Welles 
said that we, of course, were not in any position to discuss details 
or specific commodities at this time and Mr. Casey agreed that it 
was impractical to do so. Mr. Casey mentioned, however, that an 
Australian official, Mr. McCarty, was passing through here shortly 
on his way home from the Imperial Conference and would be glad to 
talk with any persons we might designate in an exchange of informa- 
tion with regard to the general picture of Australian-American trade. 

JAMES CLEMENT DUNN 

847.00/264 

Memorandum by the Chief of the Division of European Affairs 

(Moffat) 

[Wasuinetron,] October 18, 1937. 

Mr. Keith Officer, Australian Counselor of the British Embassy, 
called on me this afternoon. He told me that according to all the 
latest indications the Lyons Government would come out victorious 
in the general election next week. He thought they might lose four or 
five seats at a maximum, which would still leave them with a com- 
fortable majority. The recent elections in Victoria have shown slight 
labor gains in the city, but the country districts had remained firmly 
nationalist. The only drawback that he saw from a close election was 
that it might make the Government somewhat timid in the future. 

I told him that in view of the attitude of the labor party there was 
no need for the Government to show timidity in withdrawing the 
trade diversion measures. Mr. Officer thought that there would be 
relatively little delay. He said that since Sir Henry Gullett had left 
the Cabinet nobody was very keen on the maintenance of this policy. 
I remarked that Colonel White since taking over Sir Henry Gullett’s 
portfolio had shown himself fully as “hard boiled”, and furthermore 
he had reiterated just the other day in the House that he expected that 
out of the trade diversion program would come a trade agreement 
with the United States. Mr. Officer said that whatever Mr. White’s 
personal views might now be, his Department was thoroughly fed up 
with trade diversion and would be in favor of change.
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Mr. Officer said that he had written quite fully after both our previ- 
ous talks.?2 He further stated that he would telegraph early next 
week when the election returns are safely in, referring to these letters 
and urging that the Government lose no time in reversing its policy. 
He said that there might not be prospects of negotiations immediately, 
but that if Australia moved he thought there were pretty good pros- 
pects of “talks”. I reiterated that Australia should move just as 
quickly as was humanly possible as, I said, we were anxious to clean 
up the situation and it was impossible to deal with the Australians 
while these measures were being applied. 

Pierrepont Morrat 

647.116 /320 

Memorandum by the Secretary of State 

[WasHINcTON,] December 9, 1987. 

The British Ambassador called upon his own request and handed to 
me a memorandum (copy attached) ,” giving the statement made by 
the Minister of State for Customs in the Commonwealth Parliament 
of Australia on December seventh. The Ambassador stated that he 
feels encouraged and gratified at this rather significant step in har- 
mony with the proposed British and American trade agreement un- 
dertaking. I felicitated with him upon this phase. 

C[orpetit|] H[ vi] 

647.116/320 

The British Embassy to the Department of State 

The following is the text of a statement made by the Minister of 
State for Customs in the Commonwealth Parliament on December ‘th. 

It is the intention of the Government to make a change in the 
licensing system introduced on May 22nd 1936 and to substitute a sys- 
tem of adequate duties where such action is necessary for the protec- 
tion of Australian industry. The import quotas at present applying 
to motor chassis however will be retained, and the motor chassis quota 
will continue on the present basis which provides for the annual im- 
portation of chassis equal to the number imported during the twelve 
months ending April 30th, 1986. In the case of other goods now sub- 
ject to restrictions under the licensing system the action necessary to 
determine the duties adequate to protect industries established under 
licensing restrictions or industries which have either extended their 
manufacturing operations or have laid plans for their establishment 

” Memoranda by Mr. Moffat of conversations of September 18 and October 8, 
not printed. 
7 Infra.
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will be put in hand forthwith. It will not however be possible to de- 
termine and apply the duties at once, and the change over from the 
licensing system to the duties cannot be made until Parliament meets 
after the recess and in appropriate cases reference will be made to the 
Tariff Board. 

In the meantime the licensing system will be administered on the 
following basis: 

1. In the case of goods which are not competitive with Aus- 
tralian industry licenses will be granted for their importation 
irrespective of country of origin; 

2. In the case of goods competitive with Australian industry the 
licensing restrictions at present in force will operate until duties 
adequate to the protection of the industries concerned have been 
determined and applied; 

3. In the case of motor chassis importation will continue on 
present basis. 

The Commonwealth Government has arrived at this decision in the 
light of its experience over the last twelve months and after carefully 
considering factors operating for and against retention of licensing 
system including improvement in trade balance since restrictions were 
first introduced. . 

WasHineton, December 9, 1937. 

647.006/73 ; Telegram 

The Consul General at Sydney (Wilson) to the Secretary of State 

SYDNEY, December 8, 1937—9 p. m. 
[ Received December 10—5 a. m. | 

Referring to telegram of December 8, 6 p.m.,?4 my impressions from 
Canberra visit have crystalized as follows: 

(1) The statement made by White December 7 is generally regarded 
as eliminating the principles of discrimination against United States, 
as meeting our requirements and removing all objections to exploratory 
discussions; 

(2) That the statement was finally agreed to despite divided opinion 
at a meeting of the Cabinet held immediately before; 

(3) That the Government while sincere in purpose to end discrimi- 
natory action nevertheless considered it necessary to save face before 
Australian manufacturers; 

_ (4) That the Government is under strong pressure to effect coopera- 
tion with the United States even though some sacrifice is entailed. 

Apart from the foregoing Moore who was introduced to me by 
White as his chief adviser on trade treaty matters states the position 
of the Government as follows: 

“Not printed; it summarized the statement made by Col. T. W. White, the 
Australian Minister of State for Customs, December 7, supra, and reported that 
the Collector of Customs had been instructed to issue permits irrespective of 
country of origin for 34 classifications of goods (647.006/71).
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Government proposes to investigate immediately all commodities 
on prohibited list not included in list of 34 (telegram of December 8, 
6 p. m.) to determine whether additional tariff protection is necessary 
but regard must be paid to assurances given Australian manufacturers 
to protect industries established as a result of diversion policy. Where 
additional protection not necessary steps will be taken to issue licenses 
freely for United States goods. 
Arrangements will be made simultaneously to issue licenses freely 

for United States goods at the time higher tariffs, where decided upon, 
are imposed. When tariff legislation is introduced early next year 
diversion policy should disappear. 

Situation with respect to motor chassis will remain unchanged with 
regard to United States and Canada until the final policy is deter- 
mined with respect to manufacture in Australia. 

Australian Government trusts that United States will take the view 
that there is now no substantial discrimination against the United 
States. Australian Government is most anxious to enter into explor- 
atory discussions with the United States Government simultaneously 
with negotiations between the United States and United Kingdom 
and is prepared to send officials immediately to Washington. End of 
Moore’s statement. 

Wison 

647,116/818 

Memorandum of Conversation, by the Assistant Chief of the Dwision 
of European Affairs (Hickerson) 

[WasHinaton,] December 10, 1937. 

Participants: Mr. Dunn* 
| Mr. Hawkins * 

Mr. Hickerson 
Mr. Keith Officer of the British Embassy 

Mr. Keith Officer came in at 12:15 today after having made an ap- 
pointment with Mr. Dunn. Mr. Officer referred to the British Am- 
bassador’s call on the Secretary yesterday, at which time he left with 
the Secretary, without comment, an official press statement of the 
Australian Government in regard to a modification of their trade 
diversion policy. Mr. Officer stated that he was very much pleased at 
the action which his Government had found it possible to take. He 
stated that there had been some delay of course because of the necessity 
of reorganizing the Cabinet, and that, moreover, it had been necessary 
to convince certain members of the Cabinet of the wisdom of taking 
this step. He went on to say that it is not an easy matter for a Gov- 
ernment to alter a policy of this sort, particularly because of the fact 
that any alteration necessarily carries with it a certain implication 

* Appointed Adviser on Political Relations, July 17, 1937. 
* Harry C. Hawkins, Chief of the Division of Trade Agreements. 

982609—54——11
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that the policy was wrong in the first place. He said that he would 
like to be able to report to his Government that we were pleased at 

this step. 
Mr. Dunn stated that we do not have full information on the details 

of this change in policy, but that Mr. Officer could certainly say that 
we were pleased, and that we certainly regard it as “a step in the right 
direction”. Mr. Dunn went on to say that we had had a preliminary 
telegram from our Consul General at Sydney which, according to his 
recollection, stated that it was proposed, on 36 of the restricted prod- 
ucts, to issue licenses immediately without any discrimination against 
American goods, but that licenses would be continued on 44 products; 
Mr. Dunn added that the language of the Australian official announce- 
ment stated as regards these latter products that licenses would be 
continued “as at present”. 

Mr. Officer stated in reply that although his information is not 
complete on the subject, he felt that he could assure us that there would 
be no discrimination whatever against the United States in either of 
these two categories. He said that this was clear as regards the first 
category from his Government’s announcement, and that as regards 
the second category, pending a consideration of the question of 
whether increased protection is justified, the Australian Government 
proposes to continue a license system, but without discrimination 
against American products. He went on to say that it is his under- 
standing that most of the important products in which we are inter- 
ested are included in category 1, for which licenses will be issued at 
once, and that whereas there is reason to suppose that not many 
licenses will be issued for the second category, there will be no dis- 
crimination especially directed at the United States. 

At this point Mr. Officer stated that he hoped very much that the 
United States could shortly see its way clear to remove Australia 
from the “black list”. Mr. Hawkins commented that our attitude in 
this matter must, under the law, be governed by the facts in the case 
He stated that the President suspended our trade agreement rates in 
the case of Australia 7’ because he had found as a fact that Australia 
discriminated against American goods, and that to remove this sus- 
pension the President would as a practical matter have to find as a 
fact that Australia does not discriminate against us. 

At this point Mr. Hickerson mentioned the fact that it is his under- 
standing that Australia has signed agreements with Germany, and 
perhaps other countries, under which she has granted tariff reduc- 
tions which have not heretofore been extended to American products, 
and that these rates will have to be taken into account along with 

* See telegram of June 29, 1936, 6 p. m., to the Consul General at Sydney, 
Poreign Relations, 1936, vol. 1, p. 763.
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the question of the licensing system. Mr. Hawkins said that this was 
certainly true, and that the President’s certification that Australia did 
not in fact discriminate against American trade would necessarily as 
a practical matter, have to cover all of our trade and not merely that 
heretofore covered by the licensing system. 

Mr. Officer said that this disturbed him a little bit for the reason 
that he was not sure that these tariff reductions granted to third, 
countries were not of such a nature that they could only be extended 
to the United States and other foreign countries in pursuance of 
some sort of an agreement in that sense. Mr. Hawkins pointed out 
that ordinarily this was not the case, and that the only instance which 
he could recall in which this had been the case was in Rumania several 
years ago, where we had found that they could not, in the absence of 
some sort of an agreement, extend their lowest tariff rates tous. Mr. 
Hawkins continued that this situation had been easily and quickly 
met by an exchange of notes providing reciprocally for the extension 
of most-favored-nation treatment.” 

Mr. Dunn stated to Mr. Officer that we expected to receive further 
and fuller information on this subject from Sydney, and suggested 
that Mr. Officer pass on to us any additional information which he 
received. ‘This Mr. Officer agreed to do. 

JoHN HickERson 

611.4731/250 : Telegram 

The Consul General at Sydney (Wilson) to the Secretary of State 

SypNney [undated]. 
[Received December 17, 1937—7 : 30 a. m. | 

Moore of Customs Department telephoned me today from Mel- 
bourne and asked that I meet him in Canberra on Monday in order 

that he may go over in some detail the position in which the Govern- 
ment finds itself in the light of present trade policy. I told him I 
would call on him in Canberra on Monday morning. 

WILson 

611.4731/250 : Telegram 

The Secretary of State to the Consul General at Sydney (Wilson) 

WasuHineoton, December 17, 1937—7 p. m. 

Your telegram received Dec. 17th. You may proceed to Canberra 
as suggested. 

78 Signed February 26, 1926, Foreign Relations, 1926, vol. 11, pp. 898-901. This 
agreement was denounced by Rumania in 1929, and a provisional commercial 
agreement was signed on August 20, 1930, ibid., 1930, vol. 11, p. 799.
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After studying the text of the official statement and the list of un- 
restricted products ” the following is submitted for your guidance in 

conversations: 
(1) The present Australian move appears to be a step in the right 

direction but we are unable at this stage to say whether it constitutes 
removal of discriminations. It does not now appear, as it did after 
Lindsay’s and Officer’s first visits, that the Australian Government 
expects us to take any action before we shall have obtained ample evi- 
dence that the granting of licenses on the so-called competitive prod- 
ucts is on a non-discriminatory basis. In this connection you are re- 
quested to collaborate with Squire in obtaining the kind of evidence 
which would help us in defining the present treatment of American 
goods. We realize that this may require some time, and since the 
Australians are not pressing we would expect your report to be made 
only after a thorough investigation. 

(2) The proposal now appears to be that the Australians desire 
us to satisfy ourselves in due course that Australia should be restored 
to the most-favored-nation list of countries. Within a reasonable time 
after that they would come forward with overtures for the negotiation 
of a trade agreement, and would expect us to hold informal conversa- 
tions and perhaps informally exchange lists of desiderata. 

(3) Officer stated that it was his belief that the unrestricted list 
bears in amount of trade a ratio of about 3 to 1 over the competitive 
list. We have told him that this does not agree with Department of 
Commerce preliminary analysis which indicates that they are at a 
ratio of about 1 to 1, each representing about 5 million dollars of trade 
in the year ended April 30, 1936. Can you and Squire give us a more 
accurate estimate ? 

(4) I made no comment to Lindsay when he delivered the official 
statement. Department officials, however, have recited our position 
again to Officer about as follows: 

(a) The Australian Government has communicated nothing con- 
crete to us and we must therefore await evidence which will enable 
us to say to the President that there is no longer discrimination. 

(6) It would be impossible for us to certify as a fact to the Presi- 
dent that there was no discrimination so long as any form of dis- 
crimination was practiced. We cited Australia’s failure to extend 
to our products its trade agreements rates and we queried whether 
Australia was now asking that we extend to them our trade agreements 
rates when they do not seem prepared to reciprocate. 

(c) When Casey inquired last summer whether it would be satis- 
factory if Australia substituted a system of higher tariffs for the li- 
censing system, Mr. Welles explained to him and Officer that we would 

* On December 15, 21, 22, and 27, 1937, the Counselor of the British Embassy 
transmitted to the Department detailed lists of unrestricted products.
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expect equality of treatment in tariff rates. He added, however, that 
the question of negotiating with Australia would be made more com- 
plicated if Australia should indulge in “tariff padding on items of in- 
terest to the United States.” See Department’s telegram of Febru- 
ary 12, 1937, and if you see no objection, or if an opening presents 
itself, you might say that we have at all times stood ready to conclude 
a modus vivendt with Australia with mutual guarantees of most- 
favored-nation treatment. 

(5) If Australian officials should contend that the United States is 
now interpreting more strictly in the case of Australia than of some 
other countries what constitutes discriminatory treatment of Ameri- 
can goods, you could use the following explanation : once the President 
has found that single or combined discriminations are so flagrant 
as to leave him no alternative than to withdraw most-favored-nation 
treatment, a reversal of his official declaration cannot be predicated on 
half measures. In the case of those countries whose discriminations 
have not been the cause of Presidential action, we are not called upon 
officially to define their treatment of American goods until that treat- 
ment becomes so flagrant as to make Presidential action necessary. 

Hui 

611.4731/252 : Telegram 

The Consul General at Sydney (Wilson) to the Secretary of State 

Sypney, December 23, 1937—5 p. m. 
[Received December 23—8:30 a. m.] 

Referring to Department’s telegram of December 17, 7 p. m. I spent 
Monday in Canberra and had an interview lasting about an hour 
with the Prime Minister, spending the rest of the day with Moore. — 

The Department’s telegram of December 17, 7 p. m. presents an 
interpretation of the present situation vis-a-vis Australia which is 
at variance with my own and with that given me in Canberra on the 
occasions of both of my visits (refer to my telegram of December 9, 
9p.m.). The following comments are grouped under the five points 
of the Department’s telegram of December 17, 7 p. m. and should be 
considered in conjunction therewith. 

1. Despite impressions gained by the Department from Lindsay 
and Officer the Australian Government does ask and expect the Gov- 
ernment of the United States: (firstly) to accept what Australia has 
done and is doing to remove discrimination as sufficient evidence of 
good faith without further proof; (secondly) to differentiate between 
“substantial” discrimination and what they contend is now only 
“technical or actual” discrimination, and to agree to their contention 
that substantial discrimination no longer exists; and (thirdly) to 
enter into informal discussions simultaneously with any discussions
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: taken up by the United States and Great Britain (see last paragraph 
of my telegram December 9, 9 p. m.). 

2. (Refer to your 4 (6) and (c). According to Moore, Australia 
is not asking most favored nation tariff treatment from the United 
States and would not in the absence of a trade agreement accord most 
favored nation tariff treatment to us (in this connection please refer 
to Doyle’s report dated December 16, 1935 entitled Australian tariff 
amendments November 29, 1935 *°). 

3. Moore submitted to me a new list of unrestricted items in addi- 
tion to the 384 items published December 8 and has since added to this 
list. Situation now is that licenses are being granted freely for all 
85 original items except 21 of which number licenses are being granted 
for 4 on a quota basis. I am working with Squire on an estimate 
based on the changed situation and will telegraph you further when 
I am in a position to do so. Moore estimates the percentage of total 
American trade affected by the restricted items as low as 1.56% which 
I feel certain will not be corroborated by Squire. 

Nevertheless what Moore has done in removing 64 items from the 
restricted list of 85 together with assurances I have received of inten- 
tions to continue along these lines has convinced me that grounds for 
holding that substantial discrimination exists are in great measure 
disappearing; furthermore, that the Australian Government is mak- 
ing a determined effort to move the whole licensing system as quickly 
as possible in accordance with the statement made by Colonel White 
on December 7. 

4, (a) and (6). See the foregoing and, with reference to your 
phrase “any form of discrimination”, note Australia’s insistence upon 
a distinction between “substantial” and “technical or actual’ dis- 
crimination. 

4. (c). Moore gave me his definite assurance that no tariff revision 
would be undertaken for negotiating purposes, that absolutely no 
tariff padding was intended or would be done and that the only tariff 
revision contemplated would be in protection of Australian industry. 

5. Lyons’ talk was earnest and convincing. He expressed feelings 
of great friendship towards the President and yourself and assured 
me definitely that the licensing system was to be abolished as soon as 
possible but added that commitments made some time ago to Aus- 
tralian industries together with political risks do not allow him at 
the present time to do more than has been done. He added that if the 

United States demands more and requires that Australia “toe the line” 
he must refuse ; that although the licensing system will go positively in 
time irrespective of our action he would then have to rely on “other 

* Not printed.
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means” allowable by tariff revision in order to protect the Australian 
position. 

During my conversation with the Prime Minister and with Moore I 
found occasion to voice my belief that my Government had at all times 
stood ready to conclude a modus vivendi with mutual guarantees of 
most favored nation treatment. In my talk with the Prime Minister he 
made the same differentiation that Moore had made to me between most 
favored nation treatment and most favored nation tariff treatment. 

If the Department is not inclined to enter into preliminary discus- 
sions with Australia there are certainly technical grounds upon which 
we could delay doing so. On the other hand if the Government of the 

United States is inclined to accept in good faith what Australia has 
already done to abolish discrimination in part and not question her 
future intentions as expressed to me by the Prime Minister and Moore 
and allow the Australian Government to send representatives to Wash- 
ington to engage in informal discussions, we have unquestionably an 
opportunity to create and perhaps maintain considerable good will 
between the two countries. The Department’s decision will be made 
of course in the fuller light of facts unknown to me but I cannot help 
feeling that if we now stand upon strict observance of the letter rather 
than the principle of our policy of refusing to negotiate as long as 
any form of discrimination exists, both the Government and the pub- 
lic will be convinced that their good faith has been questioned result- 
ing in a sense of humiliation and hurt and the swing of the pendulum 
away from the United States will be far and very slow in returning. 

On Tuesday the Sydney Morning Herald gave inspired and inaccu- 
rate publicity to my trip by seeing in it “the first direct step towards 
the negotiation of a trade agreement between the United States of 
America and Australia”. This I regard as mere face saving on the 
part of those responsible for a policy which is now generally under- 
stood to be discredited. 

Winson 

611.4731/253 ; Telegram 

The Consul General at Sydney (Wilson) to the Secretary of State 

SypneEy, December 29, 1937—4 p. m. 
[Received December 29—8: 55 a. m.| 

Referring to section 3 of my cablegram of December 23. Using as a 
basis import statistics of 1935-36 Squire estimates that 5.63 per cent 
of our total trade is still being kept out. In other language 35.6 per 
cent of goods previously prohibited are still prohibited after giving 
the Commonwealth Government full credit for quotas on prohibited 
items. 

WILson
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INFORMAL DISCUSSIONS RESPECTING THE POSSIBLE NEGOTIATION 

OF A NEW TRADE AGREEMENT BETWEEN THE UNITED STATES AND 

CANADA 

611.4231/2025 

The Canadian Prime Minister (King) to the American Minister in 
Canada (Armour)? 

Orrawa, August 7, 1937. 

Dar Mr. Armour: I have been considering with my colleagues in 
Council the question of the possible extension of the Trade Agree- 
ment between the United States and Canada signed on the 15th 
November, 1935.2, As you will recall, it was the conviction of the 
Government of the United States as well as of our Government, at 
the time the Agreement was concluded, that the advantage to both 
countries of the increase of trade which would follow the coming 
into force of its provisions would become so apparent that the ex- 
tension of the reciprocal trade provisions between the United States 
and Canada might well be considered at a comparatively early date. 

Having been aware of the fact that the negotiation of a Trade Agree- 
ment between the United Kingdom and the United States was under 
consideration,’ the Canadian Government has hesitated to suggest con- 
sideration of an extension of the United States-Canada Agreement 
pending discussions between the United Kingdom and the United 
States, lest some embarrassment might thereby be occasioned either 
to the United Kingdom or to the United States Government. Our 
Government, however, has now been informed by the Government of 
the United Kingdom that it considers discussion of the feasibility of 
such an extension would facilitate rather than interfere with its own 
discussions, as the provisions of such an extension might have a direct 
bearing on the negotiation of an Agreement between the United King- 
dom and the United States. 

Unless a similar view were held by the Government of the United 
States, our Government would not wish to raise the question of pos- 

*Copy transmitted to the Department by the Minister in Canada in a letter 
want fe Chief of the Division of European Affairs, August 8; received 

* Department of State Executive Agreement Series No. 91 or 49 Stat. 3960; for 
correspondence, see Foreign Relations, 1935, vol. mu, pp. 18 ff. 

* See pp. 1 ff. 
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sible extension of the United States-Canada Agreement at this time, 

or indeed until such time as the Government of the United States 

might be desirous of having the matter considered. If, however, the 

view of the Government of the United States as to the appropriate- 

ness of having concurrent consideration given Agreements between 

the United Kingdom and the United States and Canada and the 
United States were similar to that of the Government of the United 

Kingdom, the Canadian Government would be prepared to have ex- 
ploratory conversations between officials of the two Governments com- 
mence immediately with a view to ascertaining in how far it might 
serve the interests of both Governments to proceed with negotiations. 
Our Government would be prepared to have these preliminary and 
confidential discussions take place either at Washington or at Ottawa 
or at both places as might suit the convenience of the Government 

of the United States. 
I wish to make it clear that in suggesting consideration of this 

course, the Canadian Government have very much in mind the urgent 

necessity, which the Secretary of State of the United States has re- 
peatedly emphasized, of widening international trade, as the most 
constructive and enduring method of ensuring world peace. They 
also believe that it would be the most effective and speedy means of 
giving consideration to the important questions affecting Canadian 
trade which have arisen in the discussions between the United King- 

dom and the United States. 
Yours sincerely, W. L. Macxenzir Kina 

611.4231/2025 

The Secretary of State to the Minister in Canada (Armour) 

No. 987 WasHINGTON, August 12, 1937. 

Sir: I refer to your letter of August 8, 1937, to Mr. Hickerson * en- 
closing a memorandum of your conversation on the preceding day 
with the Prime Minister, and enclosing a copy of a letter dated August 
7, 1937, from the Prime Minister to you in which he proposes that there 
be informal and confidential conversations of an exploratory nature 
between officials of our two Governments regarding the possibility of 
a reciprocal trade agreement between the United States and Canada. 

Unless you wish to suggest changes, in which event you will tele- 
phone the Department, you are requested to address a confidential 
letter to Mr. King along the following lines: 

“IT acknowledge the receipt of your letter to me of August 7, 1937, 
in regard to the trade relations between the United States and Canada. 

* John D. Hickerson, Assistant Chief, Division of European Affairs. Letter not 
printed.
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I did not fail to bring your letter immediately to the attention of the 
appropriate authorities of my Government, who have given it careful 
consideration. 

“The United States and Canada share in common the view that the 
reduction of excessive trade barriers is essential to the restoration of 
general prosperity and the preservation of world peace. ‘They also 
share the view that the need for action in this direction is urgent. It 
is highly important, moreover, that they cooperate closely in promot- 
ing these ends, and my Government therefore welcomes your sugges- 
tion for consultation between them. 

“My Government had hoped that even before the present time the 
cumulative effect of a world-wide trade agreement program, partici- 
ated in by most of the leading trading countries of the world, would 

be such that it would be possible to conclude a more comprehensive 
trade agreement between the United States and Canada. The in- 
ability thus far, however, of the American Government to conclude 
more agreements in which the preponderance of reductions on the part 
of the United States would be on industrial products and the majority 
of reductions obtained for American products from the other country 
would be on primary products has tended to create unusual difficul- 
ties in the way of further negotiations at this time with countries like 
Canada, where, it is normally to be expected, a preponderance of the 
concessions expected of the United States would be on primary prod- 
ucts. These difficulties have not yet been overcome. 

“Since the broad objectives of our Governments are the same, my 
Government feels that full and free consultation between them cannot 
help but serve a useful purpose. It, therefore, would welcome in- 
formal and confidential discussions between American and Canadian 
officials, without prior commitment on the part of either Government, 
and I am authorized to discuss the necessary arrangements for such 
conversations to take place immediately.” 

While normally we would be prepared to have such informal and 
confidential conversations with the Canadian officials take place either 
in Washington or Ottawa, it is believed that there would be less likeli- 
hood of misleading publicity if the conversations should take place in 
Washington. It is hoped that Doctor Skelton, the Under Secretary 
of State for External Affairs, and Mr. Norman Robertson, of the 
Department of External Affairs, will be designated by the Canadian 
Government to take part in these conversations, rather than technical 
experts prepared to discuss individual commodities, because of our 
view that the conversations must necessarily be of a very general 
character. 

I am somewhat concerned at some of the Prime Minister’s remarks 
to you in your conversation with him on August 7.5 I feel that he 
does not understand fully our situation and it is my hope that the 
proposed informal and confidential conversations between officials 
of the two Governments will afford an opportunity for a full and 
frank exchange of views, which should dispel any existing misunder- 

*Memorandum of conversation not printed.
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standing and go a considerable distance towards preventing further 
ones. I desire again to commend you for the able manner in which 
you presented our views to the Prime Minister in your conversation 
with him. 

It has occurred to me that it might be helpful to give you some 
further background information for use orally in your discretion on 
any suitable occasion in future conversations with Canadian officials, 
and the following paragraphs have been written with that in view: 

The American Government has visualized its trade agreement 
program as a broad frontal attack upon trade barriers which have 
stifled world trade and which will plunge the world into another de- 
pression unless drastic steps are taken to eliminate them. We have 
continued to hope that since practically without exception every 
important nation in the world recognizes the soundness of the sys- 
tematic reduction of trade barriers, other countries would feel im- 
pelled to undertake similar programs, the cumulative effect of which 
would greatly hasten the restoration of world trade and contribute 
materially to the all important end of preserving world peace. 

It has been our view that such a program, undertaken by a large 
number of important governments on broad lines, would not only con- 
tribute to these ends but would make it possible for the United States 
to conclude trade agreements with other countries with which it has 
not been found feasible to negotiate thus far, and to negotiate on a 
broader front, along more comprehensive lines, with countries with 
which trade agreements have already been signed. In this spirit, we 

have regarded the trade agreement of November 15, 1935, between the 
United States and Canada, important though it is within itself, as a 
first step toward a more comprehensive agreement between our two 

countries. 
As you know, we have, in pursuance of our program, signed sixteen 

trade agreements involving reductions in our tariff rates on more than 
five hundred products. Since the signature of our trade agreement 
with Canada we have actively pursued our trade agreement program 
and have signed nine agreements with other countries in which the 
American import duties were reduced on approximately two hundred 
twenty-five products, in addition to a large number of commitments 
to retain products on the free list or to bind the existing rates of duty. 
All of these tariff benefits have been generalized to all countries which 

extend equality of treatment to American trade. 
Throughout this period our Government has resisted, and sucess- 

fully resisted, the pressure by powerful influences to increase im- 
port duties. Our Government has, moreover, sacrificed many op- 
portunities for immediate trade gains through purely bilateral agree- 
ments, and has negotiated no trade agreement in which it undertook 
to take advantage of its surplus of imports from any country in such
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a manner as to promote the principles of bilateral balancing of trade 
or payments between nations. We have made these sacrifices for the 
sake of the broad objectives of our program and because we are con- 
vinced that the principle of bilateral balancing is utterly unsound, 
inimical to a prosperous world trade, and thus dangerous to the cause 
of world peace. We mention these matters to demonstrate that our 
Government has, regardless of the action of other governments, used 
every force at its command not only to promote the continued syste- 
matic reduction of trade barriers but has, in fact, assumed a position 
of world leadership in such a program. 
We should be less than frank if we failed to state that in our view 

the response of the principal trading nations of the world has not been 
all that had been expected. The failure of other nations to follow 
similar policies and to assume their share in such a broad attack on 
trade barriers has not only been the source of great disappointment to 
us but has resulted in special difficulties for us in the matter of pur- 
suing as rapidly as we would desire our own objectives. We need 
hardly say that this failure on the part of other important trading 
nations has greatly intensified our domestic difficulties, whereas their 
fullest cooperation should of course make it increasingly easy for us 
in this movement. 

We had hoped that even before the present time the cumulative 
effect of a world-wide trade agreement program, participated in by 
most of the leading countries of the world, would be such that it 
would have been possible to conclude a more comprehensive trade 
agreement with Canada in addition to new agreements with other 
countries. The inability thus far of our Government to conclude more 
agreements in which most of the reductions on the part of the United 
States would be on industrial products and the preponderance of the 
reductions obtained would be on American primary products has 
created unusual difficulties in the way of further negotiations at this 
time with countries like Canada where, it is to be expected, further 
reductions would be expected of the United States on primary prod- 
ucts. These difficulties have not yet been overcome. 

Very truly yours, CorpeLtt Hun 

611.4231 /2047 

The Minister in Canada (Armour) to the Secretary of State 

No. 1662 Orrawa, October 14, 1987. 
[Received October 18. ] 

Sir: I have the honor to inform the Department that the Prime 
Minister called at the office of the Legation this morning and informed
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me that he felt that their preliminary studies on trade agreement mat- 
ters had now progressed to a point where they were in a position to 
send their representatives down to Washington to open informal con- 
versations with our Government. Mr. King said that he expected that 
they would be prepared to leave by the end of the week, but that Mr. 
Robertson would discuss details with us. 

Mr. King was in a more optimistic and talkative mood than I have 
seen him for some time. He remarked emphatically that it was his 
earnest desire to do everything in his Government’s power to facilitate 
an agreement between the United States and the United Kingdom. 
His Government had, of course, practical difficulties to consider but 
he knew that we appreciated this, and if it would be possible to extend 
our own trade agreement sufficiently to include certain commodities 
of substantial interest he felt sure that he would be able to meet any 
criticism that might be levelled at his Government by the Opposition 
on the ground of having given up privileges Canada now enjoyed in 
the United Kingdom market. 

Mr. King stated that at the same time he thought he understood 
our position—namely, that we did not wish to be forced to pay twice 
for what we got from the British; to compensate the British for what 
they might give us and also to compensate Canada for what they 
might give up in the way of preferences in the United Kingdom mar- 
ket. For this reason he thought it important that the British should 
be made to agree to give up or revise certain of the margins of prefer- 
ence they now enjoyed in Canada, and should make their contribution 
to the common cause. 

[The rest of the conversation with Mr. Mackenzie King concerned 
other matters. | 

Mr. King’s visit was followed shortly after by one from Mr. Nor- 
man Robertson, of the Department of External Affairs, who told me 
that he, Mr. Dana Wilgress, Director of Commercial Intelligence 
Service, Department of Trade and Commerce, and Mr. Hector Mc- 
Kinnon, Commissioner of Tariff, were planning to leave Ottawa next 

Sunday, October 17th, by the “Washingtonian”, scheduled to arrive | 
in Washington at 12:35 p. m. Monday, October 18th. Mr. Robert- 
son confirmed what Mr. King had told me, namely, that their pre- 
liminary studies had progressed to a point which would enable them 
uo open informal discussions with us. 

On the subject of the margins of preference enjoyed by the British 
in Canada, Mr. Robertson said that from the Legation he was going 

over to discuss this question with the British High Commissioner. 
He indicated that while the British Government had informed them 
that they would be prepared to consider sympathetically any requests 
that Canada might make for revisions in these margins of preference
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until they had had an opportunity to discuss with us possible revisions 
in our own trade agreement and knew just what further concessions 
we would wish they would not know definitely what revisions in the 
British margin of preference would have to be made. 

Mr. Robertson informed me later that he had been in communication 
with Mr. Merchant Mahoney of the Canadian Legation at Washing- 
ton, and that while office space would be provided for him and his 
colleagues at the Legation they would actually reside at the Wardman 
Park Hotel. Mr. Robertson appeared to feel that a four or five day 
stay in Washington would be all that would be required. 

Respectfully yours, Norman ArMouR 

611.4231/2066a : Telegram 

The Secretary of State to the Minister in Canada (Armour) 

WasuHineton, November 17, 1937—11 a. m. 

114. On November 5, last, the United Kingdom Government sub- 
mitted further proposals * respecting the concessions to be granted in a 
trade agreement on the products in our essential list. These pro- 
posals constitute a substantial improvement over those previously 
made. We have today replied that while the concessions indicated 
fall considerably short of our requests and while a substantial improve- 
ment is essential, we are prepared to make public announcement of 
contemplated negotiations and to leave for the definitive negotiations 
the final determination of the concessions to be granted. We stated 
further that we are prepared to announce contemplated negotiations 
on the basis indicated on the assumption that the United Kingdom 
will obtain the necessary concurrence of the Empire Governments. 
We have also stated that we will advise the Government of Canada 
of our willingness to announce if agreeable to the Canadian Govern- 
ment, contemplated negotiations for a new or supplementary agree- 
ment with that country not later than 2 weeks after the announcement 
is made with respect to the United Kingdom. Negotiations with other 
British Dominions at this time are not at present contemplated. 
Copies of the British proposals and our reply are being mailed to you. 

Please inform the Canadian Government immediately that if nego- 
tiations with the United Kingdom are announced this Government 
is prepared, not later than 2 weeks after such announcement to make 
public announcement of a contemplated new or supplementary agree- 
ment with Canada, and inquire whether this meets with the approval 
of the Canadian Government. 

You should advise the appropriate officials informally that the pro- 

* Ante, p. 78.
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posals recently made by Robertson and his colleagues’ are being care- 
fully studied, but that the studies have not as yet reached the stage of 
definite recommendations for consideration by the appropriate au- 
thorities of this Government. As we pointed out orally to Robertson 
and his associates, some of the products mentioned by them present 
serious problems for us. You may say, however, that we are prepared 
to enter upon negotiations with an open mind with the view of nego- 
tiating upon as broad and comprehensive a basis as possible. If 
it is possible to reach satisfactory agreements with the United King- 
dom and Canada, we would be agreeable to signing both agreements 

the same day, if practicable. 
You will note that the foregoing represents a marked change in the 

attitude which we have in the past maintained. We have been forced 
to the conclusion that, if we are to negotiate trade agreements with 
either the United Kingdom or Canada within the next year, it 1s essen- 
tial that announcement thereof be made at an early date and that 
negotiations be concluded within the next 4 or 5 months. 

We hope to be able to make an announcement of intention to nego- 
tiate with the United Kingdom in the next few days, probably by 
Monday. 

Hv 

611.4231/2067 : Telegram 

The Minister in Canada (Armour) to the Secretary of State 

Orrawa, November 18, 1937—5 p. m. 
[Received 6:20 p.m.] 

103. Department’s telegram No. 114, November 17, 11 a.m. The 
following statement to the press will be given out at 6:00 p. m. by 
the Prime Minister for publication in the morning newspapers of 

November 19: | 

“The Prime Minister announced today that negotiations are con- 
templated for the conclusion of a trade agreement between Canada and 
the United States of America. A similar statement is being made 
public in Washington by the Secretary of State. This announce- 
ment marks a definite and well recognized step in United States pro- 
cedure in the negotiation of trade agreements. 

In making this announcement, the Prime Minister said: ‘In August 
last, the Canadian Government approached the Government of the 
United States with a view to extending and revising the trade agree- 
ment concluded between them in 1935. Since then, exploratory con- 
versations have been proceeding which have resulted in today’s an- 
nouncement regarding the negotiation of a new agreement which 
will, we hope, be on as broad and comprehensive a basis as possible.’ ” 

ARMOUR 

™No record of these proposals has been found in Department files.
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[For text of preliminary announcement of the contemplated trade 
agreement negotiations with Canada, issued by the Department of 
State November 19, 1937, see Department of State, Press Releases, 
November 20, 1937, page 388. ] 

DISCUSSIONS RESPECTING THE ST. LAWRENCE WATERWAY 
PROJECT “ 

711.42157SA29/1436 

The Minister in Canada (Armour) to the Secretary of State 

No. 1104 Orrawa, January 5, 1937. 
[Received January 8.] 

Sir: Referring to the Legation’s despatch No. 1058 of December 
7, 1936,8 dealing with discussions regarding the St. Lawrence Water- 
way Treaty and Niagara Falls Convention, I have the honor to inform 
the Department that I had occasion today to call on Dr. Skelton ® and 
took the opportunity to speak to him regarding the progress, if any, 
made by the Canadian Government in connection with this question. 

I reminded Dr. Skelton that our Congress was convening today and 
that, as he knew, this was one of the questions in which the President 
was most interested. I said that we might be over optimistic, but it 
was hoped very much to be able to have some form of treaty covering 
the whole St. Lawrence waterway question in form to present to the 
United States Congress during the present session. However, as Mr. 
Walsh ?° and his associates had explained to Mr. King ™ and his col- 
leagues, before doing this we naturally wished to know the Canadian 
Government’s views and, if possible, to work out a document in col- 
laboration with them which could reasonably be hoped to meet with 
the approval of the Canadians as well as our own Senate. Time was 
passing, however,—a month had already elapsed since our talks with 
Mr. King on December 4th last—and while we would not wish to have 
him or Mr. King feel that we were pressing them I thought that he 
might be willing to let me know just what progress was being made. 

Dr. Skelton assured me that he and Mr. King appreciated the situa- 
tion and wished to collaborate in every way possible. He told me 
that certain officials from Toronto were arriving in Ottawa on Thurs- 
day, January 7th, for a private talk on this question with Mr. King. 
Mr. King hoped that after this talk he would know a little better just 
where they stood. In the meantime, Dr. Skelton would take the occa- 

For previous correspondence, see Foreign Relations, 1936, vol. 1, pp. 834 ff. 
*Tbid., p. 845. 
° Canadian Under Secretary of State for External Affairs. 
” Frank P. Walsh, Power Attorney of the State of New York. 
“ Prime Minister of Canada.
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sion to explain once more to Mr. King that the question was an urgent 
one and to see what could be done to expedite matters. 

Mr. King, he said, realized that assurances had been given by the 
President to have this matter dealt with during this year, and he felt 
sure that he would do everything he could to be of assistance. Dr. 
Skelton added, however, that in all frankness the present moment was 
not a very propitious one to press matters, so far as Ontario was con- 
cerned. (He undoubtedly had reference to the three cornered alter- 
cation at present going on in Toronto as a result of the repudiation by 
the Ontario Government of the Hydro Commissions contracts with the 
private power companies into which the newly organized Toronto. 
Globe and Mail has injected itself.) However, the matter had to be 
tackled sooner or later, and the sooner it was done, Dr. Skelton felt, 

the better. 
In the meantime, press despatches from Washington under date of 

December 25th and 26th last, carrying a statement by Mr. Frank P. 
Walsh with regard to the St. Lawrence waterway question, have been 
given prominence in the Canadian press. 

[Here follows a lengthy report on Canadian press comment. | 
In spite of these press attacks and the attitude of certain elements in 

the Provinces of Ontario and Quebec, I still feel that there is no reason 
for discouragement, provided Mr. King and the Dominion Govern- 
ment can be persuaded to take a firm stand in favor of finding some 
solution acceptable to both sides. The visit of Mr. Walsh and his as- 
sociates and the knowledge of the President’s interest in this whole 
question have undoubtedly been most helpful in this respect, and 
I am hopeful that as time goes on Mr. King will be able to answer 
the objections of Ontario, even if necessary at the expense of having 

| the Dominion Government bear a greater burden of the cost so far as 
Canada is concerned. 

Respectfully yours, Norman ARMOUR 

711.42157SA29/1447 

The Minister in Canada (Armour) to the Secretary of State 

No. 1212 Orrawa, March 2, 1987. 
[Received March 4.] 

om : I have the honor to refer to the Legation’s confidential despatch 
No. 1104 of January 5, 1937, and previous correspondence concerning 
the St. Lawrence-Niagara Falls Treaty, and to report that I had a 
conversation this morning with Dr. Skelton on this subject. Dr. 
Skelton said that the talks with the Ontario officials had taken place 
last week as arranged. Mr. Thomas B. McQuesten, Minister of High-
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ways for the Province of Ontario, and Mr. T. Stewart Lyon, Chair- 
man of the Ontario Hydro Electric Commission, were the two officials 
who had been sent by Mr. Hepburn” for the purpose. 

Dr. Skelton said that he felt that distinct progress had been made in 

that these officials, and apparently Hepburn himself, were very much 
more favorably inclined toward the whole St. Lawrence-Niagara 
Falls Treaty than had been the case a month ago. They had come to 
realize that while the power available from the private companies 
would tie them over for two or three years, by that time they would 
require the extra power furnished by Niagara Falls and the Ogoki. 
And a few years later, say within eight or ten years, they would be 
ready to use the power from the St. Lawrence development. 

Dr. Skelton did not wish to be over-optimistic. He expected that 

Ontario would still wish to indulge in a certain amount of “horse 
trading”. They felt that New York State had been able to secure 
better terms from our Government than the Province of Ontario from 
the Dominion Government, and Dr. Skelton was inclined to think 
that perhaps there was something in their argument. Also, there were 
still certain members of Mr. King’s Cabinet who were not entirely 
favorable to the plan, particularly those interested in the financial and 
transportation angles and certain of the members of the Cabinet who 
feared the French-Canadian reaction in the Province of Quebec. As 
a matter of fact Mr. King was, as stated, at that very moment taking 
up the question with the Government in Council meeting. 

As to the possibilities of being able to put the treaty through at 
this session of Parliament he was somewhat fearful. First of all they 
would have to work out the details of the treaty. And, also, if a new 
agreement were to be made by the present Government with the Prov- 
ince of Ontario to replace the Bennett-Henry agreement, covering 
the financial division, this would taketime. Dr. Skelton had explained 
to the members of the Government the urgency from the American 
point of view; that is to say that we felt it almost essential to present 
a treaty to our Senate during the present session of Congress, even 
though it might be too late to secure ratification by the Canadian 
Parliament during this session. Mr. King was planning to sail for 
England about April 20th and that left roughly six weeks only in 
which to deal with the matter. However, they would do their best, 
but it would require a good deal of pressure on the various members 
of the Government so fully occupied with other questions. In order 
to expedite matters Dr. Skelton had suggested to the Prime Minister 
that he appoint a subcommittee of the Cabinet to deal with the St. 
Lawrence question. If Mr. King acted on this suggestion he thought 
that the Ministers who would presumably be chosen would be the Min- 

* Mitchell F. Hepburn, Premier of Ontario.



CANADA 171 

isters of Transport, Public Works and possibly Finance. There will 
also probably have to be a representative of the French-Canadian 
group. (Mr. Cardin, the Minister of Public Works, is a French- 
Canadian and would, it would seem, presumably meet this 
requirement. ) 

Dr. Skelton told me that they had been very much interested in 
studying the draft treaty which I had brought up with me from Wash- 
ington.“ He said that they were all “full of admiration for the fine 
piece of drafting represented by the new treaty”. In general, he felt 
that it offered a very good basis for discussion. There were, it was 
true, certain points with which they were not quite in agreement, 
notably with regard to the powers of the Commission, but he felt that 
the question had been dealt with very fairly and repeated that he felt 
the draft constituted an excellent beginning. I shall not fail to re- 
port to the Department any further developments, but I felt it im- 
portant that this despatch should be in the Department’s hands, if 
possible, before the arrival of the Prime Minister. In this connection 
I wish to call the Department’s attention to a despatch from the Con- 
sulate General in Toronto dated February 24th last, on the subject 
of “The Ontario Government and the Hydro Electric Power Issue: 
Attitude on St. Lawrence Project”, two copies of which I note were 
forwarded to the Department,** one for the files of the Commercial 

Office and the other for the Division of Western European Affairs. 
This despatch is of particular interest not only as bringing out cer- 

tain new facts but as confirming points discussed during the recent 
conversations in Washington between officials of the Department, the 
Federal Power Commission and the New York Power Authority, at 
which I was present. I have in mind particularly a conversation 
which an official of our Federal Power Commission had on February 
19th last with Dr. T. H. Hogg, Chief Hydraulic Engineer of the 
Hydro Electric Power Commission of Ontario, at the office of the 
Power Authority in New York, as well as the conversations that took 
place on January 30th in New York between officials of the New York 

State Authority and the Ontario Government. The Toronto despatch 
also bears out certain remarks Dr. Skelton made to me some days ago 
regarding Mr. Hepburn’s change in attitude, which he attributed 
perhaps more to Mr. Hepburn’s desire to be independent of the Beau- 
harnois Company than prompted by the more constructive and states- 
manlike motive to place the Province of Ontario in a position to meet 
the power shortage which those competent to judge felt was bound 
to come unless measures were taken along the lines of the St. Lawrence 
development. 

* Not printed. 
** Not found in Department files.
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Dr. Skelton confirmed what I had already heard from the Prime 
Minister’s Secretary, that Mr. King in responding to the Presi- 
dent’s invitation to come to Washington had decided to proceed 
via Toronto, and for that purpose would leave Ottawa tomorrow, 
Wednesday night, arriving in Toronto early Thursday morning 
and spend the day there, leaving the same night for Washington. 
While Dr. Skelton did not say so, I take it for granted that one 
of the objects the Prime Minister has in mind in going to Toronto 
is to talk over this whole question with Mr. Hepburn and his col- 
leagues. Dr. Skelton stated that the question is being dealt with in 
Cabinet Council today, which will enable Mr. King to present to 
Mr. Hepburn the considered view of the Dominion Government. 
The talks with Mr. McQuesten and Mr. Lyon last week presumably 
put Mr. King up to date on the attitude of Mr. Hepburn, and it is 
therefore safe to assume that when Mr. King reaches Washington 
he will be in a position to give the President and the Secretary a far 
more definite statement with regard to the Canadian Government’s 
position than anything we have hitherto had since the question was 

revived.'* 
Respectfully yours, Norman ARMOUR 

711.421578A29/1480a 
The Secretary of State to the Minister in Canada (Armour) 

No. 1016 Wasuineron, October 25, 19387. 

Sir: I refer to your despatch no. 1104 of January 5, 1937 and 
to other correspondence regarding the proposed St. Lawrence 

Waterway project. 
You are requested at your earliest convenience to seek an inter- 

view with the Prime Minister and request of him an indication of the 

steps which he is now prepared to take looking towards the further- 

ance of this project. 
In your conversation with Mr. King, you may refer to the talks 

which he had with the President on the subject almost a year ago and 

emphasize the fact that although this Government was eager to nego- 

tiate a new treaty on the basis of the draft shown informally to the 
Canadian authorities last winter, it did not, in deference to Mr. 

King’s wishes, press the matter pending the outcome of the pro- 

| vincial election in Ontario. The election was held on October 6, 1937, 

and I believe that having for many months deferred to Mr. King’s 

expressed wish, this Government is now entitled to look forward to 

4No record of discussions of this project by Mr. Mackenzie King while in 
Washington has been found in Department files.
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his active cooperation in pushing the matter to that definite conclu- 
sion which promises such material benefits to the people of both 

countries. 
Very truly yours, Cornet, Hun 

711.42157SA29/1482 

The Minister in Canada (Armour) to the Secretary of State 

No. 1697 | Orrawa, November 2, 1987. 
[Received November 5.] 

Sir: With further reference to the Department’s strictly confidential 
instruction No. 1016 of October 25, 1937, and the Legation’s despatch 
in reply thereto No. 1695 of November ist last * regarding the pro- 
posed St. Lawrence waterway project, I have the honor to inform the 
Department that I went to see the Prime Minister by appointment late 
yesterday afternoon and had almost an hour’s talk largely devoted to 
this subject. 

I opened the conversation by referring to the talks that the Prime 
Minister had with the President on the St. Lawrence question last 
March and refreshed his memory regarding the draft treaty which 
had been submitted informally to the Canadian Government last 
winter, reminding Mr. King that in deference to his wishes as ex- 
pressed to the President we had not pressed this matter since the 
Washington talk, awaiting the outcome of the Provincial election in 
Ontario. Now that almost a month had elapsed since that election 
had been held we felt justified in reviving a discussion of the question 
and hoped that we might count on his full cooperation. 

Mr. King said that it was quite true that in his. talk with Premier 
Hepburn on his way down to Washington last March, Hepburn had 
suggested that he would prefer to defer further discussion of the St. 
Lawrence until after the Ontario elections which he then intimated 
would probably be held in the autumn. To be sure, Mr. Hepburn had 
not made any promise as to what his attitude would be after the elec- 
tions but had made it plain that it would be useless to expect him to 
discuss this matter at any rate until after the elections were behind 
him. Mr. King had hoped that the situation would have been better 
after the elections than it had been last spring but the contrary ap- 
peared to be the case as Mr. Hepburn had lost no opportunity during 
the election campaign to register his opposition to the whole St. 
Lawrence project. 

- I told Mr. King that while this might be true, it seemed to me 
possibly a significant fact that, at any rate in his earlier speeches 
delivered before the heat of the campaign, Mr. Hepburn had taken 

* Despatch No. 1695 not printed.
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pains to state that while he did not believe that Ontario was faced 
with a power shortage, if his competent engineers could show him 
that such a shortage did exist then he would be willing to reconsider 

the matter. To be sure, during the last weeks of the campaign, when 
Mr. Rowe ”* had made the power question a primary campaign issue, 
Mr. Hepburn had denied without qualification that any power shortage 

would exist, but in doing so he had justified his position by pointing 

to certain power developments which he had in mind. These devel- 

opments, however, I said, or rather the use of any water resulting 

from them, would not be possible, as Mr. Hepburn must know, under 

the existing treaty between Canada and the United States?” without 

the consent of both parties. In our early discussions Dr. Skelton had 
told me that he thought perhaps the strongest argument the Canadian 

Government would have in bringing Mr. Hepburn to terms was the 
fact that he would be unable to make use of the extra Niagara power 
resulting from the Ogoki and Long Lac developments unless the con- 
sent of the United States was secured and that of course this consent 
would not be forthcoming for this part of the project only: that Hep- 
burn would have to accept the whole plan or get nothing. 

I went on to call Mr. King’s attention to the announcement which 

had appeared that morning of the resignation of Mr. T. Stewart Lyon 
as Chairman of the Ontario Hydro Commission and the appointment 

of Dr. Thomas H. Hogg, Chief Engineer, as his successor. Mr. Lyon 
had, I remarked, made a speech recently at Lindsay, Ontario, in which 

he was reported in the press to have expressed himself as opposed to 
the St. Lawrence power project. The fact that three weeks after this 
speech had been delivered his resignation should have been accepted 
and a competent engineer appointed in his place might, it seemed to 
me, have some significance, particularly when, in addition to Dr. 
Hogg, Mr. Hepburn had appointed the Honorable William Houck, 

Member of the Legislature for Niagara Falls, as Vice Chairman of 

the Commission. The possible significance of these changes, it seemed 

to me, remembering the talks I had had with Dr. Skelton early in the 
year, lay in the fact that Dr. Skelton had told me that the competent. 

engineers of the Hydro Commission all seemed to be convinced that 

Ontario faced a power shortage. This being the case, the appointment 

by Mr. Hepburn of the Chief Engineer of the Hydro as Chairman of 
the Commission might, I thought, indicate that he was prepared to 
admit that such shortage existed and would now perhaps be prepared 

to discuss methods by which this shortage could be met. The signifi- 

cance of the appointment of Mr. Houck, I thought, lay in the fact that, 

coming from Niagara Falls, he would presumably be interested in se- 

**Harle Rowe, leader of Conservative Party opposing Mr. Hepburn’s reelection 
in Ontario. 

“ Apparently the unperfected treaty signed July 18, 1982, Foreign Relations, 
1932, vol. m1, p. 69.
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curing further developments in the Niagara Falls section which would, 
as already stated, not be possible without acceptance of a new treaty. 

Mr. King, who admitted that he had been very much preoccupied 
with other matters recently and had not had an opportunity to study 
these new developments, seemed to be somewhat impressed by the logic 
of this argument, and in any case said that he wished to study the 
matter. In particular he wished to see Dr. Skelton, who was, of course, 
the one most familiar with this whole St. Lawrence question, having 
handled it from the beginning. Dr. Skelton would, he felt sure, be 
the one best able to interpret these changes. 

Mr. King wondered whether there would be anything to be gained 
by having the New York State Power Authority, either through Mr. 
Frank Walsh or one of his associates, get in touch with Hepburn and 
the Ontario Hydro Commission direct. He was, he said, only thinking 
out loud but perhaps if the need for further power by the State of 
New York could be brought home to Mr. Hepburn by the New York 
authorities he might be more disposed to move. 

I told Mr. King that while I had no authority to speak on this point 
I doubted whether, at this point at any rate, it would be advisable to 
cloud the issue by transferring the conversations from talks between 
the two governments to discussions between New York State and the 
Province of Ontario. Possibly at some later date, although on this 
point again I hesitated to offer an opinion, direct discussions between 
the New York and Ontario authorities might be advisable. At this 
time I felt that it might be better to confine the discussions, at any rate 
as between the two countries, to talks between the two governments. 
Mr. King agreed and said that it had been merely an idea that had 
come to him on the spur of the moment. 

I asked Mr. King whether he did not agree with me that possibly 
the strongest argument that could be used with Mr. Hepburn would 
be that so far as the United States was concerned, the power was badly 
needed and that this being the case the Government of Ontario would 
not presumably wish to be the means of preventing the obtainment 
of such power by the United States. He must realize that had the 
St. Lawrence basin lain within the territorial jurisdiction of the 
United States this power development would undoubtedly have been 
undertaken some time ago, just as had been the case in the Tennessee 
Valley development and the Bonneville Dam, to mention only two. 

Of course, had the Province of Ontario not been able to use such 
power when made available it would perhaps have been asking a good 
deal of them to agree to pay their share of the expense of the develop- 
ment merely because the power was needed in the United States. But 
this was not the case: competent engineers of the Hydro Commission, 
and even members of Mr. Hepburn’s own Cabinet, Dr. Skelton told me
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last spring, admitted that Ontario would need the power, particularly 
when it was borne in mind that it would probably be close to seven 

years after work was started before the power would be available. 
(The Department will recollect that Dr. Skelton told me early last 
spring that in talks with Mr. McQuesten, Minister of Roads and 

Highways in Mr. Hepburn’s Cabinet, and with Mr. Roebuck, formerly 
Attorney General of Ontario, both of these officials had finally rallied 
to the viewpoint that Ontario faced a power shortage and that the St. 
Lawrence development would probably be the best way ultimately of 
meeting it, particularly since, if the increase in demand for power 
continued as at present, at the end of seven years even the reserve 
powers available from the private companies would not prove sufficient 
to meet the needs of the Province.) 

In conclusion, Mr. King told me that he planned to see Dr. Skel- 
ton as soon as possible and that he thought that it would be best to have 
another talk with me after his talk with Dr. Skelton before taking up 
the matter with Mr. Hepburn or the Ontario authorities. 

Respectfully yours, Norman ARMOUR 

%711.421578A29/1484 ; Telegram 

The Minister in Canada (Armour) to the Secretary of State 

Orrawa, November 27, 1937—6 p. m. 
[Received 9:34 p. m.] 

125. The Prime Minister informs me he received a letter this morn- 
ang from Hepburn in which the latter reaffirms his opposition to the 
St. Lawrence project. He bases his opposition on competition with the 
railways whose earnings are already insufficient, and the fact that the 
power from this source will not be required : that he has other sources 
from which to meet increasing demands. Hepburn said that in the 
meantime, however, he had no objection to having the Dominion and 
Provincial experts meet to talk over the power situation as suggested 
by Mr. King. Hepburn is coming to Ottawa November 29 to see King 
on other matters, and the latter informs me he may have something 
more to report after this talk. 

The Prime Minister said Hepburn’s letter also stated that he is in 
negotiation with Beauharnois and hopes for a favorable settlement 
shortly. King said that while Hepburn may be over-optimistic, the 
latter undoubtedly feels that if successful this will give him all the 
power he requires to meet present or future efflux. 

ARMOUR 

** In telegram No. 128, December 11, 1937, noon, the Minister in Canada reported 
that a new contract between the Ontario Hydro Electric Power Commission and 
the Beauharnois Co. had been signed (842.6463/258).
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NEGOTIATIONS FOR THE CONCLUSION OF AN ADDENDUM TO THE 
TAX CONVENTION OF DECEMBER 30, 1936” 

811.512342 Double/49 

Memorandum by the Secretary of State 

-[Wasuineron,| May 10, 1987. 
The Minister of Canada” came in by his own appointment, his 

ostensible purpose being to hand me a letter with regard to the visit 
of Lord and Lady Tweedsmuir to this country. (A separate memo- 
randum has been made of this part of the conversation.) ” 

The Minister then said he had no other business unless he should 
refer to the pending tax convention between the United States and 
Canada now before the Senate for ratification. He soon made it clear 
that his Government was definitely interested in the early ratification 
of this convention. I said to him that it had not been in my mind at 
any time to take steps which would be materially disappointing to the 
Canadian Government in view of the fact that the treaty had been 
negotiated and sent to the Senate by the President for ratification dur- 
ing my visit to South America and prior to my return; that for a 
time after my return I was hopelessly overwhelmed with emergency 
problems of a major character; that without unreasonable delay I 
had selected a committee of experts to make a careful study of the 
tax relationship between the two countries with a view to ascertaining 
whether tax arrangements on a broader and what to the outside world 
would appear to be a less discriminatory basis might be worked out 
and carried into effect by mutual agreement; that this study had now 
progressed virtually to a conclusion and that probably no other alter- 
native suggestion could satisfactorily be made at present; that in any 
event there was no purpose unduly to delay action on the convention 
pending in the Senate, and that I should within a few days hope to 
communicate further with the Canadian Minister. I then added 
it was natural that the matter of chief concern would be the psychology 
created by this tax proposal just at the stage when this government 
and others were making earnest appeals to governments everywhere to 
abandon discriminatory practices and methods and as quickly as pos- 
sible get on a basis of equality of treatment towards each other; that 
in any event it was my disposition not to cease efforts until every 

“For text of convention, see Department of State Treaty Series No. 920, or 
50 Stat. 1899; for previous correspondence, see Foreign Relations, 1936, vol. 1, 

Pele Sir Herbert Marler. 
* The Governor General of Canada and Lady Tweedsmuir visited the United 

States March 30-April 1, 1937; see Department of State, Press Releases, April 
3, 1937, p. 193. | 

* Not printed.
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discriminatory practice of my government, including that with Cuba, 
had been abolished and abandoned; that this was the only way we 
could successfully urge other governments to take these steps so 
necessary and indispensable to the restoration of international trade; 
that employment was the one great firm basis of economic well-being, 
military disarmament, and peace. The Minister concurred in the 
foregoing but still held out for this tax ratification. He also referred 
to the earnest fight he and others were making for a loosening up of 
British Empire economic policies, adding that Sir Edward Beatty ** 
had gone away from Washington entirely favorable to our view- 
point, although belonging to the reactionary group in Canada. 

C[orpetu| H[ vi] 

811.512342 Double/55a ; Telegram 

The Acting Secretary of State to the Ambassador in the United 
Kingdom (Bingham) 

WasuinerTon, May 24, 1937—6 p. m. 

194. From the Secretary of State. I should like to have conveyed 
in some way to Mr. King * and Mr. Dunning * the information that 
I have notified the Senate Foreign Relations Committee that I no 
longer have any objection to their favorable consideration of our Tax 
‘Convention with Canada, signed on December 30, 1936, and already 
ratified by Canada. For background purposes, see Department’s press 
release of that day.”6 

It is my understanding that the Convention has been reported 
favorably by a sub-committee of the Foreign Relations Committee, 
but that no action has yet been taken by the Committee as a whole. 

Confidentially, this information was conveyed sometime ago to the 
Canadian Minister here, but I have just learned that he has not yet 
transmitted the information to his Government. I also pointed out 
to him that, under the terms of the Convention, either Government 
was free at any time to raise the withholding rate above 5%, and 
that the result of such action would merely be to release the other 
Government from its obligation. I stressed this point because it is 
not yet known whether the policy of the Treasury Department will 
necessitate a higher withholding tax and, if it were found necessary 
to do this, I did not wish this Government to be charged with bad 
faith. 

* Sir Edward W. Beatty, president of the Canadian Pacific Railway; vice 
president of Canadian Airways. 

* W. LL. Mackenzie King, Canadian Prime Minister. 
7° A.C. Dunning, Canadian Minister of Finance. 
** Department of State, Press Releases, January 2, 1937, p. 4.
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Both Mr. King and Mr. Dunning professed great interest in this 
Convention prior to their departure for London and, at this critical 
time, I consider it important that they should know that this Depart- 
ment no longer stands in the way of ratification. [Hull.] 

WELLES 

811.5123 Foreign Investments/32 

Memorandum by the Adviser on International Economie Affairs 
(Feis) 

[Wasuineron,|] July 19, 1937. 
The Canadian Minister called upon the Secretary of State to present 

‘to him certain thoughts with regard to contemplated revision of our 
tax laws bearing upon the taxation of non-resident aliens in foreign 
‘corporations. The Secretary asked me to be present. 

The Canadian Minister said he wished to rest his remarks upon the 
general idea that the Canadian and American peoples, and their eco- 
nomic relations, are extraordinarily close and that they will be best 
served by constantly striving to look at their interests as part of a 
unified whole and developing in every way relationships between them. 
He therefore wished to express his sense of regret if action in the 
tax field taken by this country would work counter to this develop- 
ment, which he was confident likewise represented the Secretary’s 
general attitude. The Secretary indicated that this was so. 

Further, the Minister continued that the Canadian interest in 
American securities is widely scattered among a great number of small 
investors. If therefore prospective legislation took the form of im- 
posing a heavy original withholding tax (2214 and 25 percent have 
‘been mentioned), and all these small investors found their dividends 
lessened by this amount, unless they went through the whole procedure 
of filing income tax returns to the United States, the Minister stated 
he was afraid it would adversely affect Canadian opinion. In saying 
this the Minister stated he did not want to seem to be threatening 
retaliatory action but merely to call attention to what appeared to 
him an inevitable consequence. 

Further, the Minister dwelt upon the disappointment that would 
arise in Canada if the tax treaty recently negotiated between the two 
governments is not ratified by the United States Government. The 
Secretary indicated that he thought this had been ratified. The 
reasons for recent delay were not known either to the Secretary or to 
myself. The Treasury had been informed that this Department was 
prepared to have the treaty ratified and it understood that the Treas- 
ury had so notified Senator Pittman.
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After a considerable interchange regarding detail, the Minister 
tentatively advanced the suggestions first that perhaps it might be 
possible for the Secretary to bring it about that there was no new 
legislation in this field at this session, or second that the tax treaty 
with Canada would be promptly ratified and that provision be made 
in any legislation that was passed making special exception for the 
treaty commitments of the United States; and in that case the Cana- 
dian Treasury will be prepared immediately thereafter to enter dis- 
cussion with the American Treasury with regard to the possible revi- 
sion of the treaty for the purpose of carrying out the idea of equality 
of tax treatment as between Americans and Canadians in the matter 
of income derived from American sources. 

The Secretary did not give any clear indication as to his judgment 
of the feasibility of either line of procedure. The first line was in 
no way encouraging. Mr. Feis indicated that the Treasury might 
find the second line of procedure acceptable. 

It was agreed that an opportunity be presented for the Canadian 
Minister to discuss this matter directly with Mr. Magill, Under Secre- 
tary of the Treasury, directly in charge of the Treasury work in this 
field. 

Throughout the discussion the Minister emphasized the fact that 
the Canadian Treasury is completely prepared to cooperate with the 
American Treasury to deal with tax evasion. It will do everything 
feasible to see that the American Treasury is kept fully advised of the 
income secured by Americans from Canadian sources. 

After talking with the Secretary the Minister came to my Office 
and I telephoned Mr. Magill, who is up in Connecticut, and explained 
the gist of the matter to him and arranged for a meeting between 
the Minister and Mr. Magill on Wednesday morning next. 

811.512342 Double/63 

Memorandum by the Adviser on International Economic Affairs 
(Fevs) 

[Wasuineton,] July 27, 1937. 

Sir Herbert Marler, Canadian Minister at Washington, telephoned 
me from Montreal to inform the Department that he had talked over 
with the Canadian Prime Minister and Minister of Finance and vari- 
ous other officials the tax matters he had previously discussed with the 
State and Treasury Departments. 

He wanted us to know at the first possible moment that he was now 
authorized to give this Government the fullest assurances (which 
would be given in written form upon his return) : (1) that the Cana-
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dian Government was disposed to extend to the American Govern- 
ment “the closest possible cooperation” in the handling of the tax 
evasion situation (meaning both the evasion now encountered on the 
part of non-resident aliens and also the evasion by American tax- 
payers through the device of Canadian holding companies and the 
like), (2) if the Canadian-American tax treaty were ratified the 
Canadian Government would be ready to enter into negotiation with 
the American Government, at the convenience of the American Gov- 
ernment, looking towards the supplementation of the treaty in such 
a way as to provide for the full fiscal cooperation, and for the work- 
ing out of measures for applying the agreed-on rates, and even to 
consider the question of revision of rate (the underlying idea pre- 
viously discussed with the Minister was that a low withholding rate 
would be retained for the thousands of Canadians whose revenues 
from American securities were very small in amount and that based 
on full cooperation between the two Treasuries, the Canadians who 
receive large revenues in the United States would file returns and 
pay the same rates as Americans). 

I told the Minister that I appreciated the promptness of this report 
and would convey it at once to the Secretary of State and the Acting 
Secretary of the Treasury. I reaffirmed the fact that both Depart- 
ments were trying to expedite the ratification of the tax treaty. 

He said this was the first important move and that even though 
the American Congress should pass no legislation this session modify- 
ing the withholding tax rate, for the United States not to ratify this 
treaty would have an unfortunate effect in Canada. Furthermore, he 
stated that in his judgment an exceptional opportunity would be 
missed to build up the fiscal cooperation between the two countries 
which would be beneficial in the way of revenue to both countries, and 
furthermore to bring into existence a relationship in this tax field 
which might well serve as a most useful model in dealing with other 
countries. 

811.512300/6 

Memorandum by the Assistant Adviser on International Economic 
Affairs (Livesey) 

[Wasuineton,] August 11, 1937. 

Mr. Eldon King, Deputy Commissioner of Internal Revenue, who 
visited the Department August 9 to discuss the relation between the 
pending tax bill and the Canadian taxation treaty, said he had re- 
ceived a note last week from Under Secretary of the Treasury Magill
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saying that the latter wished to push negotiations looking to obtain- 
ing treaties for cooperation against fiscal evasion with Canada, France 
and the Netherlands. This should be taken up as soon as it is possible 
after disposition of the pending legislation and every effort should 
be made to expedite the matter. The Department of State would be 

_ asked to cooperate. 
Today Mr. Francis de Wolf?’ tells me that Mr. King again men- 

tioned the matter to him. Mr. de Wolf suggested that Mr. King 
might be able to advance the matter when he attends the session of 
the Fiscal Committee of the League of Nations in October. Mr. 
King seemed to think well of the suggestion. 

Canada is prepared to go ahead actively with negotiations for a 
treaty regarding fiscal evasion as soon as the Canadian taxation treaty 
is ratified * and the pending tax bill enacted.” This has been pub- 
licly announced by Under Secretary Magill in connection with the 
hearings on the tax bill. ... 

811.512342 Double/87 

The Secretary of State to the Canadian Minister (Marler) 

WASHINGTON, October 18, 1937. 
Sm: I am transmitting herewith a copy of a provisional draft of 

an addendum © to the tax convention between the United States 
and Canada of December 30, 1936. This draft is being transmitted 
to you for the consideration of the appropriate Canadian officials 
and for the formulation of such criticisms and suggestions as they 
may deem appropriate. 

The Treasury Department has expressed a desire that negotiations 
for the conclusion of the addendum to the tax convention may be 
initiated at an early date. In the circumstances I should appreciate 
it if you will be so good as to inquire from your Government whether 
it will be agreeable to it to have the negotiations in question take 
place in Washington early in November. 

Accept [ete. ] For the Secretary of State: 
R. Watton Moorr 

* Of the Treaty Division. 
* Ratification having been advised by the Senate August 6, 1937, ratifications 

were exchanged at Washington on August 13, 1937. 
* Revenue Act approved August 26, 1937 ; 50 Stat. 813. 
” Not printed.
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811.512342 Double/89 

The Canadian Minister (Marler) to the Secretary of State 

No. 215 WasuHinetron, November 1, 1937. 

Sir: I have the honour to reply to your note of October 18th, 1937, 
with which you were good enough to transmit a copy of a provisional 
draft of an addendum to the tax convention between the United 
States and Canada of December 30th, 1936. I took pleasure in trans- 
mitting this draft to my government and I enquired whether it 
would be convenient to have the negotiations in question take place 
in Washington early in November. . 

I am now informed that the Commissioner of Income Tax is not. 
expected to return to Canada from Europe until November 8th. 
Consequently, it will not be possible for the Canadian officials to 
participate in a discussion during the first half of November. I 
shall inform you as soon as possible of the earliest date upon which 
it will be convenient for Canadian representatives to proceed to- 
Washington for this purpose. 

I have [etce. ] Hersert Mar ter 

[Inconclusive discussions between representatives of the United 
States and Canada were held at Washington, January 26-29, 1939,. 
and at Ottawa, June 28—July 6, 1939; the negotiations were then 
temporarily interrupted. A new convention and protocol were signed. 
In 1942, ] 

REPRESENTATIONS BY THE UNITED STATES AND CANADA TO THE 

UNITED KINGDOM RESPECTING PROJECTED VOYAGE OF THE 

BRITISH STEAMER “THORLAND” TO THE PACIFIC HALIBUT FISHING: 
GROUNDS 

711.428/2029 

Memorandum by Mr. Joseph T. Keating of the Treaty Division 

[Wasuineton,| November 16, 1936. 

Mr. Frank Bell, Commissioner of Fisheries of the United States 
and a member of the International Fisheries Commission, and Mr. 

John Gardner of the Bureau of Fisheries, called at the Department 
on November 13, 1936, in order to confer with Department officials 
in connection with a recent development which seriously concerns. 
the continuance of the Halibut Convention between the United States 
and Canada which regulates the Northern Pacific halibut fishery. 

* Signed May 9, 1930, Foreign Relations, 19380, vol. 1, p. 518.
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A meeting was called in Room 388 of the Western European Divi- 
sion and was attended by Mr. John Hickerson, Assistant Chief of 
the Western European Division, Mr. Dooman of the Division of Far 
Eastern Affairs, Mr. Bonbright of the Western European Division 
and Mr. Keating of the Treaty Division. 

Mr. Bell stated that he had just returned from a trip to the Pacific 
coast where he had attended a meeting of the International Fisheries 
Commission ; that the members of the Commission were greatly con- 
cerned with the fact that they had received definite information that 
a British-registered fishing vessel was being outfitted at Oslo, Nor- 
way, and was about to depart for the Northern Pacific waters which 

are covered by the halibut convention. The vessel is named Thorland 
and is classed as a mother ship with all modern equipment and freez- 
ing apparatus together with small boats. Mr. Bell stated that the 
vessel’s owners have already entered into negotiations with distrib- 

uting organizations in the United States and Great Britain with a 
view to having the organizations agree to purchase the halibut. If 
the British vessel is successful it is believed that the vessels of other 
countries will become immediately interested. The Commissioners 
are particularly anxious not to have Japanese vessels enter this area. 
They believe unless something is done to stop the project the whole 
convention will be jeopardized and that Americans and Canadians 
will object to having the area regulated when other vessels come in 
to take advantage of the sacrifice made by the Americans and Cana- 
dians. Mr. Bell further stated that a formal resolution was passed 
by the Commission and signed by each member and that copies there- 
of will be forwarded at an early date to the two Governments con- 
cerned so that they may be made a basis for joint representations to 
Great Britain with a view to preventing British-registered fishing 
vessels from engaging in halibut fishing in the Northern Pacific area. 

Mr. Hickerson stated that he believed that we could take the matter 
up with a fair chance of success but that it would be most advisable to 
take the matter up with the Canadians first and make sure that they 
will make a protest with us through the Canadian High Commissioner 
at London.” He believed that working through the Canadians our 
representations by the American Ambassador at London would be 
more effective and that they could probably reach the difficulty by 
preventing access to the British market of halibut caught in the 
Northern Pacific area when these waters were closed to such fishing 

by the International Fisheries Commission. Commissioner Bell 
agreed that this would solve the question because the only other im- 
portant market besides the United States is the British market and 

* Vincent Massey.
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under the Northern Pacific Halibut Act fish caught in this manner 
could not be imported for sale in the United States. 

Mr. Dooman stated that he did not think there was any reason to 
be apprehensive about the Japanese. He stated for one thing the 
Russo-Japanese fishery treaty had recently been renewed and that 
the Japanese were more interested in salmon and that there was no 
market for halibut in Japan. 

Mr. Hickerson suggested that it might be advisable to have Mr. 
Found of the Canadian Department of Fisheries come to Washington 
or that possibly Mr. Bell might be interested in going to Ottawa and 
conferring informally in regard to this matter so that there could be 
an understanding and concerted action on the part of the two Govern- 
ments. Mr. Bell thought that was a very good suggestion and stated 
that he would be in Ottawa in the near future in connection with 
other matters and that he would report back to the Department when 
he had conferred with Mr. Found. 

711.428/2028a : Telegram | 

The Acting Secretary of State to the Ambassador in the United - 
Kingdom (Bingham) 

Wasuineron, November 16, 1936—4 p. m. 

406. You are requested at the earliest possible moment to commu- 
nicate with the Canadian High Commissioner and in company with 
him leave the following memorandum with the appropriate British 
authorities. The High Commissioner is receiving similar instruc- 
tions today. 

“1, The International Fisheries Commission, now operating under 
the Convention of 1930 between Canada and the United States for the 
Preservation of the Halibut Fishery of the Northern Pacific Ocean 
and Bering Sea, have information that the S. 8. Thorland is now 
outfitting in Oslo in order to undertake shortly a voyage for the pur- 
pose of halibut fishing and freezing operations off the coasts of British 
Columbia and Alaska. This vessel, it is said, is under British registry 
and previously operated as a ‘Mother Ship’ in halibut fishing in 
Greenland waters. 

2. In view of the past history of the Northern Pacific halibut fishery, 
and of the experience gained by the International Fisheries Commis- 
sion, this report, if true, presents the possibility of a very serious situ- 
ation arising. If fishing expeditions from other countries should 
invade this area and operate without restriction it would become 
practically impossible either to maintain the Treaty between Canada 
and the United States or to preserve this halibut fishery from immedi- 
ate serious depletion and ultimate commercial extinction. 

3. This halibut fishery began to assume importance in the early 
nineties when reasonable transport facilities from the west coast to 

982609—54——18
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the eastern markets became available. ‘The fishing expanded so rap- 
idly that by 1910 the evidence of serious depletion was unmistakable. 
As the fishing area had to be expanded farther and farther to the 
north-western high seas, the west coast fishing industry became 
alarmed, and in 1917 the problem was referred by the Governments 
of Canada and the United States to an international commission, for 
study.= Upon its recommendation a Treaty was concluded in 
1923 ** providing for an annual close season of 3 months and a perma- 
nent International Fisheries Commission to investigate and report 
upon further measures for the preservation and development of the 
shery. 
4, After 5 years of intensive study the permanent Commission 

reported * that the stocks of halibut had greatly declined, that the 
production of eggs and young had fallen to a dangerously low level, 
and that the decline was continuing. Upon its recommendation a new 
Treaty was concluded in 1930 granting regulatory powers. Under 
the regulations adopted the main producing portion of the seas was 
divided into two areas and for each area the quantity of halibut to be 
taken in any year was specifically limited. Certain areas found to be 
nurseries for young halibut were closed to all halibut fishing, and the 
close season was extended. 

5. As a result of these regulations the decline in the fishery has 
ceased and upbuilding has begun. With a view to preventing the 
elutting of the markets, the fishermen in the different areas have been 
arranging amongst themselves so to distribute their catches as to 
cover, as nearly as practicable, the whole fishing season. 

6. Fishing operations carried on by means of ‘Mother Ships’ des- 
patched from other countries and of a magnitude to endanger this 
Northern Pacific fishery would seem to be entirely practicable. For 
example, halibut fishing in Greenland waters has recently been carried 
on from Great Britain by means of such ships, one or more of them 
running up to 10,000 tons, which are equipped with freezing and cold 
storage facilities and which receive their catch not only from accom- 
panying fishing vessels but from small boats whose fishermen live on 
the ‘Mother Ship’, the latter remaining on the fishing grounds until a 
cargo is obtained or the season ends. The Greenland halibut fishery, 
though thus intensively conducted for only a relatively few years, is 
already in a seriously depleted condition. 

7. Although it was not by any means impracticable for fishermen 
of other nations to have extended their halibut fishing operations to 
the areas in question, they have not done so as yet. But should this 
expedition invade these areas there is substantial reason to believe 
that other nations would immediately follow suit. 

8. In all these circumstances it seems entirely clear that such in- 
vasions would mean the end of the Northern Pacific halibut fishery 
within a measurable future. In the first place, in the face of such 
invasions it would become impracticable for Canada and the United 
States any longer effectively to restrain the operations of their fisher- 
men in this region. ‘The operations of all parties, being unrestricted 
and being more intensive because of the increased competition and 

3 See Foreign Relations, 1918, pp. 432 ff. 
* Signed March 2, 1923, ibid., 1923. vol. 1, p. 468. 
* For text of report, see ibid., 1928, vol. 1, p. 7.
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the greater numbers engaged, could result only in accelerating the 
depletion and finally in practical extinction of the fishery. That this 
would happen seems evident from the history of the fishery to date 
and the information gathered by the International Fisheries Com- 
mission.” 

In addition to leaving the memorandum you should make a strong 
oral plea that the British assist us in preventing a step which may 
well lead to the failure of our halibut convention with Canada and 
the ultimate extinction of the halibut fishery on the Pacific Coast. 

Moors 

711.428/2030 : | 

Memorandum by Mr. James C. H. Bonbright of the Dwision of 
Western European Affairs 

: [Wasuineton, | November 17, 1936. 

_ In the absence of Mr. Hickerson I telephoned our Minister at Ot- 
tawa on Saturday morning, November 14, and discussed with him the 
halibut fishery question referred to in TD’s * memorandum of Novem- . 
ber 16. In order to save Mr. Bell the trouble of going up to see Mr. 
Found in Ottawa, or vice versa, I suggested that the Canadians might 
be willing to prepare a background memorandum to form the basis of 
our joint representations to the British Government. This they did 
and the text of their memorandum ®* was telephoned to me at 1:15 
P. M., November 14. 

A further meeting was held in Room 388 on Monday morning, No- 
vember 16. Mr. Turner of FE*® attended in the absence of Mr. 
Dooman. Mr. Hickerson was also absent, so the meeting consisted of 
Messrs. Bell, Gardner, Keating, Turner and Bonbright. At that 
meeting the Canadian memorandum was discussed and found accept- 
able. It was therefore used as a basis for the Department’s tele- 
gram to London, No. 406 of November 16, 4 p.m. The only change 
made in the Canadian memorandum was the elimination in paragraph 
seven of the direct reference to Japanese fishermen. This change was 
approved by the Canadian Government and presumably on the same 
afternoon they telegraphed similar instructions to their High Com- 
missioner in London. 

[In paragraph (1) of his telegram No. 552, November 20, 1936, 8 
p.m., the Ambassador in the United Kingdom stated: “I presented 

* Treaty Division. 
* Not printed. 
* Division of Far Hastern Affairs.
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the Foreign Secretary today with a copy of the memorandum con- 
tained in your 406, November 16, 4 p. m., and at the same time made 
the suggested plea. All arrangements had been made to comply with 
the Department’s instruction ‘in company with’ the Canadian High 
Commissioner; at the last moment his office telephoned the Embassy 
that ‘a question had arisen on a matter of procedure which made it 
impossible for Mr. Vincent Massey to keep the appointment’.” For 
full text of telegram No. 552, see Foreign Relations, 1936, volume I, 
p. 700.] | 

711.428/2051a : Telegram 

The Acting Secretary of State to the Ambassador in the United © 
Kingdom (Bingham) 

WASHINGTON, January 13, 1937—7 p. m. 

— 9. My 406, November 16. Department is informed that the S. S. 
Thorland is preparing to leave England within a few days, possibly 
by January 15th. Please again endeavor to secure a reply from the 
British Government to representations made in November. 

Moors 

711.428/2052 : Telegram | 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State 

Lonpon, January 14, 1937—6 p. m. 
. [Received January 14—4:09 p. m.] 

19. Department’s 9, January 11 [73], 7 p.m. Foreign Office in- 
forms the Embassy that though they have not yet received replies 
from all of the interested departments the Ministry of Agriculture 
and Fisheries has written to them in substance as follows. 

The anxiety of the United States Government is appreciated. The 
good results achieved by the convention of 1930 should not be ad- 
versely affected by the activities of fishing vessels sailing under the 
flags of states which were not parties to that convention since in the 
opinion of the Ministry of Agriculture and Fisheries that convention 
was conceived on thoroughly sound lines. As regards the expedition 
of the Steamship 7horland to these waters a member of the Foreign 
Office who owns the vessel called at the Ministry and it emerged from 
the ensuing conversation that owners of the vessel are aware of the 
provisions of the convention and that it is intended that the vessel 
shall conform to all the regulations made under the convention. In 
the circumstances there would appear to be very little risk of damage
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being done to the halibut fisheries as a result of the operations of the 
vessel. In the absence of any general convention regulating the fish- 
eries in the waters in question to which His Majesty’s Government is 
a party it will not be practicable to take any action to restrain the 
owners of the Zhorland from sending the vessel on this expedition. 
It would moreover be entirely against the habitual policy of His 
Majesty’s Government to attempt unduly to restrain the activities of 
British fishing industry in its reasonable use of fishing grounds in 
any area outside territorial waters. 

The Foreign Office advise the Embassy informally that until an- 
swers from the other interested Ministries were received the Foreign 
Office could not make a formal reply to the Embassy’s representations 
of November. The Foreign Office believes, however, that its formal 
reply will not differ in essentials from the above views of the Ministry 
of Agriculture and Fisheries. 

I understand the Canadian High Commissioner is telegraphing his 
Government today in a similar sense. 

BiIncHAM 

711.428/2066 

The British Secretary of State for Foreign Affairs (Hoare) to the 
American Ambassador in the United Kingdom (Bingham) © 

No. A 673/206/45 Lonpon, 27 January, 1937. 

Your Excetzency: In a memorandum dated the 18th November 
last which Your Excellency was so good as to leave with me on the 
21st November, it was explained that the Governments of the United 
States and of Canada had concluded a Treaty in 1923 and again in 
1930 for the preservation of the halibut fishery in the Northern Pacific 
Ocean, and the fear was expressed lest the projected despatch of the 
British steamship Zhorland to participate in the fishing in those 
waters might, both in itself and by serving as an example to others, 
lead rapidly to the depletion and finally to the practical extinction of 
the fishery. 

2. I have the honour to inform you in reply that full consideration 
has been given by His Majesty’s Government in the United Kingdom 
to the views set forth in Your Excellency’s memorandum, and that 
His Majesty’s Government appreciate the anxiety of the United States 
Government that the good results achieved by the Convention of 
1930 should not be adversely affected by the activities of fishing vessels 
sailing under the flags of States which were not parties to that Con- 

*° Transmitted to the Department by the Chargé in the United Kingdom in 
his despatch No. 2812, January 28; received February 6.
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vention, since, in the opinion of His Majesty’s Government, that Con- 
vention was conceived on eminently sound lines. 

3. With regard to the proposed expedition of the steamship Thor- 

land to those waters, enquiries have been made of the owners of the 
vessel, who have explained that it is their desire to obtain for the 
United Kingdom market a supply of frozen halibut of good quality, 
but they have found it impossible, notwithstanding discussions with 
the Canadian interests concerned, to arrange for obtaining supplies 
of the desired quality, and accordingly they consider that the only 
method of obtaining such supplies is to send their vessel to the fishing 
grounds and to undertake their own freezing operations. It has been 
impressed upon the firm that it is most important that no action 
should be taken which would interfere with the good results of the 
Convention between Canada and the United States for the protection 
of the halibut fishery, and the firm have given assurances that they will 
conform voluntarily to all the regulations under the Convention. 
In the circumstances there would seem to be very little risk of damage 
being done to the halibut fisheries as a result of the operations of the 
vessel, 

4, As regards the possibility of the example of the Z’Aorland being 
followed by other vessels, His Majesty’s Government in the United 
Kingdom have no reason to think that any other ships registered 
in the United Kingdom are likely to seek to take part in the fishery. 
So far as foreign vessels are concerned, it does not seem likely that the 
position would be affected by the participation in the fishery of the 
Thorland. 

5. I should explain that in the absence of any general Convention 
regulating the fisheries in the waters in question to which His Majes- 
ty’s Government in the United Kingdom are a party, it would not be 
practicable to take any action to restrain the owners of the Thorland 
from sending a vessel on this expedition. Indeed it would be contrary 
to the policy of His Majesty’s Government in the United Kingdom to 
attempt to restrain the activities of the fishing industry of the United 
Kingdom in its reasonable use of fishing grounds in any area outside 
territorial waters. Should, however, it appear hereafter that there 
was a serious risk of other United Kingdom vessels taking part in the 

fishery in a manner likely to have prejudicial effects, a new situation 
would clearly arise and His Majesty’s Government in the United 
Kingdom would be glad to discuss with the United States Government 
the possibility of making arrangements for dealing with it. 

I have [etc. ] (For the Secretary of State) 
J. M. TrourBeck
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711.428/2068 : Telegram . : 

The Chargé in the United Kingdom (Atherton) to the Secretary 
of State | 

Lonpon, February 18, 1937—4 p. m. 
[Received February 18—11:55 a. m.] 

(7. Foreign Office note received on the projected voyage of the 
Thorland to the Pacific halibut fishing grounds states: “It has now 
been learned from the owners of the vessel that this project has been 
abandoned for the current year.” 

ATHERTON 

EFFORTS OF THE DEPARTMENT OF STATE TO OBTAIN AN AGREE- 

MENT WITH THE CANADIAN GOVERNMENT FOR THE CONSTRUC- 
TION OF A HIGHWAY TO ALASKA 

842.154 Seattle-Fairbanks Highway/134a 

The Secretary of State to the Minister in Canada (Armour) 

No. 228 WASHINGTON, January 30, 1936. 

‘Sm: I am enclosing for your information and guidance a copy of an 
act (Public—No. 345—74th Congress—S. 1374) approved on August 
26, 1935, requesting the President to enter into an agreement with 
the Dominion of Canada for the survey, location, and construction of 
a highway to connect the Pacific northwestern part of continental 
United States with British Columbia, the Yukon Territory, and the 
Territory of Alaska. 

In compliance with the terms of this act you are requested to bring 
this matter formally to the attention of the Canadian Government, 
with a view to ascertaining whether or not the latter will be willing 

to enter into an agreement for the purposes mentioned. 
For your own information reference is made to the Department’s 

instruction No. 13, of August 5, 1933,“! transmitting copies of the re- 
port submitted by the special commissioners “ appointed, under an act 
of Congress approved on May 15, 1930,* to cooperate with representa- 
tives of Canada in a study of this proposed project. 

You are requested to submit an early report on the action taken by 
you in compliance with this instruction. 

Very truly yours, For the Secretary of State: 
Witi1amM PHILLirs 
Under Secretary 

“49 Stat. 869. 
“ Not printed. 
“Department of State Conference Series No. 14, Report of the Commission To 

Study the Proposed Highway to Alaska (Washington, Government Printing Office, 

O46 Stat, 335,
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842.154 Seattle-Fairbanks Highway/151 

The Minister in Canada (Armour) to the Secretary of State 

No. 1169 Orrawa, February 12, 1937. 
[Received February 15.] 

_ Sir: I have the honor to refer to my telegram No. 7 of January 16, 
4p. m., in reply to the Department’s No. 3 of January 15, 6 p. m.,*# 
regarding the proposed highway from Seattle, Washington, to Fair- 
banks, Alaska, and to enclose a copy of a letter from the Under Sec- 
retary of State for External Affairs * confirming the information 
previously reported by the Legation as to the lack of funds in Canada 
for any such project at the present time. 

The letter points out that in Canada highways are the concern of 
the provinces and that while the government of the Province of British 

Columbia are sympathetic toward the proposal they do not appear to 
be in a financial position to undertake it. The letter also explains 
that the federal Departments indirectly interested appear to have no 
funds available which could be used to subsidize or assist a provincial 
project for such a highway, and that, in fact, the federal Government 
has already undertaken extensive commitments to subsidize an east- 
west trans-Canada highway which public opinion would probably 
regard as having priority over a north-south project in one province. 

In conclusion the letter states that in these circumstances it would 
be difficult for the Government at the present time to enter an ar- 
rangement looking to the planning, financing and construction of the 
proposed highway from Seattle to Fairbanks, and that while it may 
be hoped that circumstances will alter in the future it would hardly 
be feasible to make any definite forecast. : 

Since the receipt of the above mentioned letter the Department of 
External Affairs has telephoned to the Legation to say that a new 
angle to this question has arisen“ and that in certain quarters an 
interest in the above road has suddenly been manifested. While the 

Department of External Affairs does not feel that this new develop- 

ment will change the ultimate decision, nevertheless they have sug- 
gested that the Legation may wish to defer reporting finally on this 
question pending the submission of a subsequent report from the 
Canadian Government. 

In view of the above the Department may wish to hold this de- 
spatch, not communicating its contents to the interested Depart- 

ments of our Government until hearing further from the Legation. 

“Neither printed. 
“Not printed. 
“i. e., the visit of the Premier of British Columbia to Ottawa.
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I have thought it advisable to send this despatch along in its pres- 
ent form in order that the Department may be in a position to explain 
the situation in the event of further inquiries of the nature referred 
to in the Department’s telegram No. 3 of January 15, 6 p. m. 

Respectfully yours, NorMAN ARMOUR 

842.154 Seattle-Fairbanks Highway /15536 

Memorandum by the Minister in Canada (Armour)* 

[Orrawa,] March 25, 1987. 

I called on Dr. Skelton “ this afternoon by appointment and with 
regard to the Alaska highway he said that Mr. King ® had perhaps 
told me of his talk with the President, in the course of which this 
matter had come up. I said that Mr. King had given me a brief 
account of his talk with the President. Dr. Skelton repeated more or 
less what he had said to me on a previous occasion, that while the 
project was undoubtedly a useful and interesting one and while the 
Government of British Columbia would like to go ahead with it, as 
Mr. Pattullo, the Premier, had made plain on a recent visit to Ottawa, 
the question revolved [resolved?] itself largely to one of where the 
funds were to come from. British Columbia was in no condition to 
furnish them and Dr. Skelton feared that there would be criticism 
of the Dominion Government were it to advance the money. As it 
was, the other Provinces felt that British Columbia had more than 
its share of funds for road construction and he did not feel that the 
Dominion could very well advance any more money for this purpose, 
at any rate at the present time. 

_ Remembering what Mr. King had said with regard to the possibility 
of the territory of the Yukon being incorporated within the Province 
of British Columbia, I asked whether his remarks also applied to the 
Yukon. He said they did with perhaps additional emphasis, as the 
Yukon would certainly not be able to bear any of the expense of such 
a road, which would have to be entirely defrayed by the Dominion. 

So altogether, while both the Provincial and Dominion Govern- 
ments were sympathetically disposed toward the project, he feared 
that there was little they could do for the present. 

I said that I had understood from Mr. King that the President had 
made the statement that the road would be able to pay for itself within 
thirty years. It was not clear to me on what basis this estimate was 

“Transmitted to the Department by the Minister in his personal letter to Mr. 
James C. H. Bonbright of the Division of Western European Affairs, May 6; 
received May 25. 

“ Canadian Under Secretary of State for External Affairs. 
“Canadian Premier and Secretary of State for External Affairs.
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made, whether by tolls charged for using the road or concessions for 
gasoline, “hot dog” stands, etc. Dr. Skelton said it would be very 
interesting to have further information on this point as, of course, if 
it could be clearly shown that the road would actually pay for itself 
within thirty years this would put the matter in another light. 

842.154 Seattle-Fairbanks Highway/174 

The Secretary of State to the Minister in Canada (Armour) 

No. 972 WASHINGTON, September 3, 1937. 

Sir: I refer to the Department’s instruction no. 228 of January 
30, 1936 and to subsequent correspondence regarding our efforts to 
obtain the consent of the Canadian Government to the construction of 
a highway to connect the northwestern part of continental United 
States with British Columbia, the Yukon Territory and the Terri- 
tory of Alaska. 

It has long been a source of disappointment to the President that 
the Canadian authorities have not found it possible to cooperate with 
us in the initiation of this project. He has recently written to me ™ 
of his eagerness to have the highway completed as soon as possible, 
and of his hope that negotiations to this end may proceed vigorously. 

At the same time, the President suggested the ‘possibility of the 
establishment, by the two countries, of an international park in the 
region north and west of Skagway, Alaska. Such a park might in- 
clude the Canadian territory lying directly north of the international 
boundary between the 141st and 135th meridians of longitude, with 
not only our own St. Elias and Fairweather Ranges, but Mt. Logan, 
second highest peak in the northern hemisphere. For our part the 
park might properly include the territory from the boundary to the 
coast lying between the 141st and 186th meridians of longitude, 
Malaspina Glacier in the West, Glacier Bay National Monument, and 
as far as Lynn Canal on the East and Icy Strait and Cross Sound 
on the South. The northern boundary of the park might follow a 

straight line from Mt. Foster, near Chilkoot Pass, to the 141st merid- 
lan, passing just north of Kluane Lake. 

For your guidance, I am transmitting under separate cover a map on 
which is outlined, roughly, the area referred to. 

Under the terms of an Act of Congress, approved on August 26, 1935, 

° Letter not printed.
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a copy of which was transmitted to you with the Department’s instruc- 
tion no. 228 of January 30, 1936, the President was requested 

“through such channels as he may deem proper, to negotiate and 
enter into an agreement or agreements between the Governments of the 
United States and of the Dominion of Canada, for the survey, loca- 
tion, and construction of a highway to connect the Pacific north- 
western part of continental United States with British Columbia and 
Yukon Territory, in the Dominion of Canada, and the Territory of 
Alaska; in cooperation with the Government of the Dominion of 
Canada to cause a survey or surveys to be made to determine the most 
practicable route for such highway, as well as specifications and 
estimates of the probable cost thereof, and plans for financing its 
construction and maintenance.” 

No formal reply has been received from the Canadian Government 
to the representations which you made in accordance with the provi- 
sions of law just quoted. You have been given to understand, how- 
ever, that although both the Dominion Government and the Provincial 
Government of British Columbia are sympathetically disposed to- 
wards the project, doubts concerning the means whereby the Canadian 
share might be financed have been primarily responsible for the reluc- 
tance of the Dominion Government to enter into formal negotiations. 
These doubts are understandable, but they do not in our opinion form 
a valid basis for a refusal to initiate studies designed, among other 
things, to arrive at an equitable distribution between the two countries 
of the cost of the combined project, and to determine how the financial 
burden to both countries may be minimized. 

You are therefore instructed to take this matter up again with the 
Canadian authorities, preferably in a formal note supported by oral 
representations, with the purpose of obtaining their immediate con- 
sent to the appointment of a Commission, on which both Governments 
would be represented, to explore the possibilities of the early con- 
struction of the proposed highway and the establishment of an 
international park. 

It should not be difficult for the Governments to reach agreement 
on the terms of reference to such a Commission and, if the Dominion 

Government is sincere in its statement that it is sympathetically dis- 
posed towards the highway project, it is difficult to see how it can 
take objection to this proposal. 

The following observations are added for your own information, 
but, in your discretion, you may use such of them as will be useful in 
your conversations with the Canadian authorities. 

1. In the proposed combined project, the construction of the inter- 
national highway is the objective to which this Government attaches 
by far the most importance. By itself, the proposed international park 
would obviously be of little utility, but this Government feels that it
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would be a useful adjunct to the highway and might serve as an added 
attraction to win the consent of the Canadians to the highway project. 
In particular, a simultaneous study of both projects might point the 
way to a method whereby the cost to Canada of its share of the high- 
way project alone could be materially lessened. 

2. The boundaries of the proposed international park, as set forth 
in this instruction, are tentative and are only indicated in order to 
give the Canadian authorities a general picture of what we have in 
mind. Should the Canadians feel that the proportion of Canadian 
territory in the proposed park is too great, we would be prepared to 
consider the expansion of the park westward to include Bering Gla- 
cier, and the Wrangell Mountains, which contain half a dozen peaks 
higher than any in continental United States and form a region of 
singular beauty. 

3. You will observe that the city of Skagway, Alaska, and the terri- 
tory in its immediate vicinity, are not included within the borders of 
the proposed international park. The omission is intentional. We re- 
alize, however, that for many years the question of the freer passage of 
ocean-borne goods into the Yukon has been of interest to the residents 
of that Territory. After your preliminary conversations with the 
Canadian authorities, should you consider it helpful in gaining their 
consent to the highway project, you are authorized to inform them 
that this Government is prepared to give sympathetic consideration to 
any suggestion which they may care to make having as its object the 
freer movement of goods between the Yukon and British Columbia. 
_4. It is contemplated that one of the requirements which we would 

impose upon the proposed Commission would be to submit definite 
recommendations to the two Governments upon the completion of its 
studies. Although we will naturally give the most careful and sym- 
pathetic consideration to any recommendations which the Commis- 
sion may make and have no reason to believe that they will not be 
wholly acceptable to both Governments, we are prepared to reserve 
the right of each Government to propose changes in or reject the 
Commission’s recommendations, in whole or in part. <A realization 
of the fact that the recommendations of the Commission need not be 
rigidly binding upon the Governments should make it easier for the 
Canadian authorities to agree to the appointment of the Commis- 
sion. This point should not be stressed, however, unless it appears 
that your efforts will otherwise fail. 

Please keep me fully and promptly informed of the progress of 
your representations. 

Very truly yours, | CorpreLtt Hunn
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842.154 Seattle-Fairbanks Highway/175 

The Minister in Canada (Armour) to the Secretary of State 

No. 1635 Orrawa, September 23, 1987. 
| - [Received September 29.] 

Sir: I have the honor to refer to the Department’s instruction, Con- 
fidential—For Staff Use Only, No. 972 of September 3, 1987, (file 
No. 842.154 Seattle-Fairbanks Highway/167 [174] regarding efforts 
to obtain the consent of the Canadian Government to the construction 
of a highway to connect the northwestern part of continental United 
States with British Columbia, the Yukon Territory and the Territory 
of Alaska. 7 

Under date of September 14th last I addressed to the Secretary of 
State for External Affairs a formal note in which the question was 
presented to the Canadian Government along the lines indicated in 
the Department’s instruction. (Copy of the Legation’s note is en- 
closed herewith.) 

' I delivered this note, together with the map which formed an en- 
closure to the Department’s instruction, personally to the Under- 
Secretary of State for External Affairs, explaining to him once more 
the great interest attached by our Government to this question and 
expressing the hope that prompt'and favorable consideration might be 
given to this new proposal. Dr. Skelton referred once more to the 
fact that a trans-Canada highway had not yet been completed and 
that until it would be possible for Canadians to cross their own coun- 
try by automobile the Government would certainly be criticized if it 
were to authorize an expenditure of funds to construct such a high- 
way as that suggested across British Columbia. Dr. Skelton also 
referred to the study made by a commission appointed some years 
ago, whose report had been published in 1933, and wondered what, if 
any, additional evidence a new commission such as they suggested 
might be able to present. I told Dr. Skelton that I thought that one 
of the most important objects to be accomplished by such a commis- 
sion as was suggested would be to initiate studies designed, among 
other things, to arrive at an equitable distribution between the two 
countries of the cost of the combined project, and to determine how 
the financial burden to both countries may be minimized. 

In discussing this matter later, as I did with Mr. Loring Christie 
of the Department of External Affairs, to whom Dr. Skelton referred 
the proposal, I pointed out that while certain Canadian officials had 
been of great assistance to the American Commissioners appointed by 
the Act of Congress of May 15, 1930, officially Canada had not partici- 

“Not printed.
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pated in this study: also that the question of how the financial bur- 
den to the two countries might be minimized had not, of course, been 
gone into at that time. 

Both Dr. Skelton and Mr. Christie appeared to view the question 
favorably, subject always to the qualification that they could not 
at the present time see how the Government could justify an expendi- 
ture of any such sum as that mentioned in the 1933 report ($12,000,- 
000 for the Canadian section of the highway). Memoranda of my 
talks with Dr. Skelton and Mr. Christie are enclosed herewith.” 

Until the competent Departments of the Canadian Government, 
notably the Department of Mines and Resources to which the matter 
will be referred, has had an opportunity to examine the project I 
have not thought it advisable to bring forward any of the suggestions 
contained in the latter part of the Department’s instruction (pages 
3-5). 

It will be noted that Mr. Christie outlined to me, very briefly and 
roughly, certain suggestions by which he thought that the costs of the 
commission might be materially reduced and the proposal accordingly 
viewed more favorably by his Government. I think it might be help- 
ful to Mr. Christie, in developing this idea, if the Department were 
to inform me whether our Government would be disposed to consider 
appointing Federal and State officials as members of the commission, 
thus avoiding so far as possible expenditure on appropriations for 
salaries, and reserving funds thereby saved for use in defraying other 
necessary expenditures of the commission. 

Both Dr. Skelton and Mr. Christie have referred to the Report of 
the Commission of 1933. It might also be helpful if the Department 
would enable me to inform the Canadian Government how much of 
the Report of the Commission of 1933 it is proposed to use; that is to 
say, whether the findings of this Report, in so far as they go, will be 
accepted by our Government or whether it is proposed to go into the 
whole question afresh. 

Respectfully yours, Norman ARMOUR 

CONVENTION BETWEEN THE UNITED STATES AND CANADA FOR THE 

PRESERVATION OF THE HALIBUT FISHERY OF THE NORTHERN 

PACIFIC OCEAN AND BERING SEA, SIGNED JANUARY 29, 1937 

[For text of the convention, see Department of State Treaty Series 
No. 917, or 50 Stat. 1851.] 

= Not printed. 
* Under an Act approved May 31, 19388 (52 Stat. 590), the President appointed 

an Alaskan International Highway Commission to cooperate with Canadian 
representatives in a study of the project. On December 31, 1938, the Canadian 
Premier announced the formation of a similar Canadian commission. 

“ For previous correspondence regarding the convention, see Foreign Relations, 
1936, vol. 1, pp. 825 ff.
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AGREEMENT BETWEEN THE UNITED STATES AND CANADa REGARD- 

ING EXCHANGE OF INFORMATION CONCERNING ISSUANCE OF 

RADIO LICENSES, EFFECTED BY EXCHANGES OF NOTES, SIGNED 
MARCH 2 AND 10, AUGUST 17, SEPTEMBER 8 AND 20, AND OCTOBER 9, 
1937 

[For texts of notes, see Department of State Executive Agreement 
Series Nn. 109, or 51 Stat. 314.]



IRISH FREE STATE 

ARRANGEMENT BETWEEN THE UNITED STATES AND THE IRISH FREE 

STATE FOR AIR NAVIGATION, EFFECTED BY EXCHANGE OF NOTES, 
SIGNED SEPTEMBER 29, 1987, AND NOVEMBER 4, 1937 

[For text of the arrangement, see Department of State Executive 
Agreement Series No. 110, or 51 Stat. 319.] 
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NEWFOUNDLAND 

DESIRE OF THE GOVERNMENT OF NEWFOUNDLAND FOR AN AR- 

RANGEMENT ACCORDING REDUCTIONS IN RATES OF TAXATION 

SIMILAR TO THE CONVENTION BETWEEN THE UNITED STATES AND 

CANADA, DECEMBER 30, 1936+ 

811.512343 Double/3 | 

The British Ambassador (Lindsay) to the Secretary of State 

No. 266 Wasurneron, August 7, 1937. 

Sir: I have the honour to inform you that a request has been 
received from the Governor of Newfoundland, through His Majesty’s 
Principal Secretary of State for Foreign Affairs, that similar bene- 
fits may be extended on a reciprocal basis to Newfoundland holders 
of United States securities to those embodied in the reciprocal agree- 
ment between the Governments of the United States and the Do- 
minion of Canada signed on December 30th last under which the rate 
of taxation imposed on dividends and interest coupons payable to non- 
residents is limited to 5% for each taxable year. 

In support of this request it is pointed out that income tax in New- 
foundland is not deducted from interest and dividends payable abroad. 
Companies in Newfoundland are liable to normal tax at a flat rate 
but not to super-tax. Dividends paid by companies so taxed are not 
further liable to normal tax in the hands of shareholders, whether 
resident or non-resident, although they are liable to direct assessment 
to super-tax in the hands of individuals (but not companies). Nor 
is any deduction of tax at the source made from interest or other 
fixed or determinable income paid to non-residents, though taxes due 
from a non-resident may be collected from any person who pays such 
income to the non-resident. 

In the circumstances it is hoped that the Government of the United 
States will be prepared to accede to the request. In that event, I 
would appreciate your views as to the method of proceeding. 

I have [etc. ] R. C. Linpsay 

* For correspondence on the convention between the United States and Canada, 
see Foreign Relations, 1936, vol. 1, pp. 790 ff.; for text, see Department of State 
Treaty Series No. 920, or 50 Stat. 1399. 
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811.512343 Double/7 

The Secretary of State to the British Chargé (Mallet) 

Wasurineton, October 8, 1937. 

Sir: I refer to the Ambassador’s note of August 7, 1937 concerning 
the desire of the Governor of Newfoundland that similar benefits be 
extended on a reciprocal basis to Newfoundland holders of American 
securities to those embodied in the convention between the United 
States and Canada of December 30, 1936, concerning income taxation, 
and advise you that a communication concerning this matter has been 
received from the Treasury Department. In this communication the 
Acting Secretary of the Treasury states that the Treasury Department 
will be glad to consider any proposals which you may see fit to advance 
along the lines suggested in the Ambassador’s note. However, the 
Acting Secretary of the Treasury suggests that there is now under 
consideration another tax convention with Canada supplementary to 
that of December 30, 1936.2, The scope and terms of such a supple- 
mentary convention have not yet become clearly defined and hence 
their effect upon the existing convention cannot at this time be accu- 
rately determined. The Acting Secretary concludes that when the 
situation in this regard has become clarified the Treasury Department 
will be better prepared to give further consideration to a tax conven- 
tion with Newfoundland. 

Accept [ete. ] For the Secretary of State: 
R. Watton Moors 

[A note dated August 25, 1938, from the Secretary of State to the 
British Ambassador quoted a letter from the Treasury Department 
stating that the policy of the Department regarding tax conventions 
with other countries had become more clearly defined and that it was 
not contemplated that such conventions would reduce rates of taxa- 
tion unless such reductions were authorized by revenue acts. The 
Jetter of the Treasury Department concluded: 

“For these reasons this Department is at present unable to entertain 
favorably suggestions for negotiations looking to adoption of a tax 
convention by which is contemplated a reduction in the rates of taxa- 
tion imposed under existing law upon income from United States 
sources flowing to residents of Newfoundland.” (811.512343 
Double/15) ] 

* See pp. 177 ff.



NEW ZEALAND 

INFORMAL DISCUSSIONS REGARDING THE POSSIBILITY OF IMPROV- 
ING TRADE RELATIONS BETWEEN THE UNITED STATES AND NEW 
ZEALAND* 

611.47H81/98 

Memorandum by the Assistant Chief of the Division of Trade Agree- 
ments (Deimel) of Conversations With New Zealand Government 
«Officials, July 12, 13, and 14, 1937 

In fulfillment of the desire expressed by Mr. Walter Nash, Minister 
of Finance and Customs of New Zealand, that he and the New Zealand 
officials accompanying him be given opportunity to discuss trade rela- 
tions between New Zealand and the United States on the occasion of 
their visit to Washington on the way back to Wellington, following 
the Imperial Conference at London, a series of meetings were held 
in the State Department. 

_ These meetings took place on the afternoon of July 12, the morning 
and afternoon of July 18, and the morning and afternoon of July 14. 
Mr. Nash himself attended during a part of four of the five sessions. 
Other New Zealand officials who attended were: 

Mr. J. P. D. Johnsen, of the Department of Commerce of New 
sticn) (an oficial of the New Zealand customs organi- 
zation) ; 

Dr. Sutch, Economic Adviser to Mr. Nash; 
Mr. J. W. Collins, Trade Commissioner of New Zealand for 

Eastern United States and Canada; 
Mr. W. J. Stevenson, Customs Expert for New Zealand in the 

United States. 

By previous arrangement members of the Country Committee on 
the British Dominions of the trade-agreements organization were 
invited to attend these discussions. The attendance for the United 
States accordingly included: 

(1) For the State Department: 
Mr. Minter, of Eu; ? 
Mr. Deimel and Mr. Southworth, of TA; * 
Consul General Bucklin. 

*For previous correspondence respecting trade relations between the United 
States and New Zealand, see Foreign Relations, 1935, vol. 11, pp. 69 ff. 

? Division of European Affairs. 
* Division of Trade Agreements. 
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(2) For the Tariff Commission: 
Commissioner Durand; 
Mr. Mark Smith and Mr. Burns, of the Economics Division. 

(3) For the Department of Agriculture: 
Mr. John Stewart. 

(4) For the Department of Commerce: 
Mr. Hungerford. o 

At the initial meeting, Mr. Deimel opened the discussion by stating 
that we were glad to take advantage of this opportunity for a strictly 
informal exchange of ideas regarding the possibility of improving 
our mutual trade relations; that of course no commitments of any 
sort could result from informal discussions of this nature but, within 

the limitations of such informal discussions, we would be glad to 
point out the nature of our situation and policy and the possibilities 
that seem to be implicit therein. He continued with a brief outline 
of the salient aspects of the trade-agreements program, pointing out 
that it involved a new delegation of executive authority in tariff ad- 
justment which enabled closer account to be taken of our international 
commercial relations in the adjustment. of our tariff rates but required 
extreme care and deliberation in its exercise in order to convince the 

American public that the authority is being exercised with full re- 
sponsibility and discretion; that this procedure was absolutely essen- 
tial in order to develop the public confidence which would permit 
in increasing measure the taking of action which, however justified 
it might appear on economic grounds, would entail such political diffi- 
culties as otherwise would make it practically impossible. Mr. Deimel 
then reviewed briefly the nature of the trade-agreements authority 
and of the agreements which had been concluded under it and empha- 
sized the following two considerations: = 

(a) That the unconditional most-favored-nation policy is an essen- 
tial part of the program and that this policy, when coupled with a 
bargaining tariff policy as is the case in the trade-agreements pro- 
gram, makes requisite a selection of commodities for tariff negotia- 
tion restricted by the principal supplier rule, but that other countries 
may expect to benefit, with respect to commodities in which they are 
interested but are not sufficiently a leading supplier to warrant con- 
cessions being accorded directly to them, by the extension to their 
trade under the reciprocal most-favored-nation principle of conces- 
sions granted to third countries in trade agreements with the latter. 

(6) That in the present status of the program no extensive new 
concessions could be granted on competitive agricultural products in 

trade agreements with countries whose main interest would lie in 

the export of such products to the United States; it was essential 

that there first be negotiated trade agreements with countries supply- 

ing industrial products to the United States, by means of | which
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it would be possible to provide for restored foreign markets for Ameri- 
can agricultural export products. Applying this consideration to 
the commercial relations between the United States and the British 
Empire, it was quite clear that the negotiation of a satisfactory trade 
agreement with the United Kingdom‘ would necessarily be “the first 
next step” in the development of the program prior to the negotiation 
of trade agreements with the British Dominions, but that the negoti- 
ation of such an agreement with the United Kingdom would remove 
a decisive obstacle from the road toward the negotiation of trade 
agreements with the Dominions. 

Mr. Deimel stated that he understood the New Zealand officials had 
learned in London the details of the relationship between the Ottawa 
preferences and the necessary requisites for the conclusion of a trade 
agreement between the United States and the United Kingdom, and 
that there was accordingly no occasion to go into those details here; he 
pointed out, however, that our position was not to be construed as an 
attempt to bring about the collapse of the British preferential system 
but rather that we were pointing out the extent of the moderation in 
the preferentials, as established under the Ottawa system, which would 
be necessary to the conclusion of a trade agreement between the 
United Kingdom and ourselves. 

In answer to a question as to why, if the conclusion of a trade 
agreement with the United Kingdom was a prerequisite to the con- 
clusion of a trade agreement with the Dominions, a trade agreement 
had already been concluded with Canada, it was pointed out that the 
trade agreement with Canada was negotiated at an entirely different, 
much earlier stage of the program, and that the early negotiation of 
such an agreement was readily to be explained by the particularly 
close commercial relations between the United States and its northern 
neighbor. 

_ Mr. Johnsen noted that the most-favored-nation principle was con- 
sidered essential to any trade agreement of the United States and 
said that this would create difficulties so far as New Zealand was con- 
cerned, not merely in that New Zealand had been seeking to balance 
its trade with individual foreign countries but because of revenue 
difficulties; that a concession which might be granted to one country 
alone without causing much disturbance as to customs revenues, 
would become much more difficult if it had to be applied to the trade 
of all other countries. In the resulting discussion it was pointed out 
that these and other apparent objections to the unconditional most- 
favored-nation policy had received most detailed and thorough con- 

* See pp. 1 ff. 
*For text of agreement signed November 15, 1935, see Department of State 

Executive Agreement Series No. 91 or 49 Stat. 3960; for correspondence, see 
Foreign Relations, 1935, vol. 11, pp. 18 ff.
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sideration in the extensive public and private discussion which had 
been connected with our adoption of a tariff bargaining policy con- 
nected with the unconditional most-favored-nation policy, and that 
thorough consideration invariably led to the conclusion that the 
advantages of the..unconditional most-favored-nation policy, the 
policy of equality of treatment, outweighed any apparent difficulties 

or disadvantages which might seem to accompany it. While Mr. 
Johnsen did not express concurrence, he did not raise the point again 
during the remainder of the discussions. 

At this point, Mr. Nash joined the meeting and Dr. Sutch explained 
to him what had gone before, pointing out that in particular the uncon- 
ditional most-favored-nation policy was considered a necessary part 
of the trade-agreements policy and that a trade agreement with the 
United Kingdom was considered “the first next step” in the program, 
as a prerequisite to the negotiation of trade agreements with the Do- 
minions. Mr. Nash indicated that the matter had been brought to 
his attention at London and that his position was essentially that he 
could not agree to changes which would deprive New Zealand of 
trade which she now enjoyed, and that also, although bilateral balanc- 
ing of trade with other countries had been one of the principal aims 
of New Zealand’s commercial policy, he would not be willing to ap- 
prove measures which would involve a restriction of actual trade re- 

- quired to meet human needs, and further that aside from these 
considerations he would be favorable to anything which would lead 
to improved trade and commercial relations between the United States 
and the British Empire and contribute to the maintenance of peace. 
Mr. Nash also stated that New Zealand being a debtor country and 
finding it desirable to reduce the total of its foreign indebtedness, 
it was essential that New Zealand’s commercial policy should be such 
as to promote an export balance which would enable the service and 
reduction of its debts to be carried. He added that he and the officials 
with him would like to take advantage of their stay in Washington to 
get as close an idea as practicable of the nature of such agreement 
between the United States and New Zealand as might ultimately result 
if the way to such an agreement were cleared. He said Mr. Johnsen 
had brought with him a list of commodities in which New Zealand 
was particularly interested and pertinent statistics and would like to 
discuss each of these commodities individually. It was pointed out to 
him that the present discussions could lead to no specific commitments 
whatsoever ; but, with this in mind, it was agreed that the respective 
experts might, in the continued discussions arranged for the next day, 
go over the commodities in question and the statistics with a view to 
developing what might be the general nature of the consideration 
that might be given to them, in the event trade agreement negotiations 
should be initiated.
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July 13 

In the morning and afternoon meetings of the second day’s discus- 
sions, Mr. Johnsen read out, item by item, a list of products with 
regard to which New Zealand would be interested in obtaining con- 
cessions from the United States in the event of the initiation of trade 
agreement negotiations between the two countries. ‘The officials of 
both Governments present were supplied with a statistical compilation 
prepared by the Tariff Commission of the products of which New 
Zealand has been a principal supplier to the United States; and other 
statistical data were available so that, as each item was read out, the 
statistics were examined and, on the basis thereof, Commissioner Dur- 
and indicated what might be expected to be our attitude, under exist- 
ing policies, with respect to the possible consideration of those items 
for concessions, on the basis of the information at present available. 
In this connection, it was emphasized, however, that these expressions 
could in no wise be considered as specific commitments but merely as 
indications as to how our policy would apply in the light of the 
information at present available; it was also pointed out that any 
comment made at the present time would be tentative, since the pre- 
requisite to any specific commitments, in addition to the general pre- 
requisites previously mentioned, would have to be the most thorough 
expert study by the trade-agreements organization of all available 
facts, including those obtained from the trade following announcement 
of intention to negotiate. 

It was emphasized that the legal necessity for these procedural steps 
in itself made it impossible for the current remarks to be in the nature 
of commitments on our part. 

The commodities mentioned by Mr. Johnsen are indicated below, 
together with a summary of the comment made to him on each. 

[Here follows a list of twenty-four commodities with comments on 
each. ‘The items most extensively discussed were butter and meat. ] 

July 14 

At the close of the discussions on July 18, the New Zealand delega- 
tion asked whether we would care to make similar inquiries of them 
with regard to the commodities which would be of interest to us in the 
event trade agreement negotiations should be initiated. They were in- 
formed that we could not indicate specifically what our requests for 
concessions on individual commodities might be, since our procedure re- 
quired public announcement and an opportunity for the trade to pre- 
sent its views before we could make any determining decision as to the 
products on which concessions would be requested. With this proviso, 
however, it was agreed that we would give them some indication of 
the general nature of the requests which we thought might be expected
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from us in the event of trade agreement negotiations. For this pur- 
pose they were provided with a compilation prepared in the Depart- 
ment of Commerce showing the trade in the products of which the 
United States has been a principal supplier to New Zealand. It was 
pointed out that this compilation, just as was the case in regard to the 
Tariff Commission’s compilation of imports from New Zealand pre- 
viously handed to them, was the result of a purely mechanical pro- 

cedure. 
On the basis of this compilation, Mr. Hungerford and Mr. Stewart 

commented by way of example upon some of the more important 
industrial and agricultural commodities in the trade. Mr. Hunger- 
ford pointed out that the preferences to British countries which appear 
in the customs duties are increased somewhat through surtaxes. Mr. 
Johnsen pointed out that the additional surtax was bound only to 
certain British countries as a preferential duty, and furthermore that 
representations from the United States for removal of the surtax 
would doubtless receive favorable consideration from the New Zea- 
land Government. Mr. Hungerford commented on certain commod- 
ities of particular interest to us in our export trade to New Zealand, 
such as motor cars and parts, lubricating oil, radios, vacuum cleaners, 
typewriters and lumber. Mr. Stewart commented on certain agricul- 
tural items of particular interest, such as canned fruit, pork products, 
tobacco and flour, pointing out that in any trade agreement we should 
expect to obtain such concessions as would enable us to maintain our 
present share in the New Zealand trade. 

Mr. Deimel then outlined the procedure followed by the United 
States in negotiation of a trade agreement with any country, pointing 
out the legal requirements which resulted in the necessity for public 
hearing and receipt of suggestions and views from the trade, and also 
the necessity for study and recommendation by the interdepartmental 
trade-agreements organization before specific commitments or requests 
could be formulated. 

The necessity of a satisfactory agreement with the United King- 
dom, as a prerequisite to the negotiation of agreements with the 
British Dominions was again emphasized; no precise formula was 
expressed as to when or at what stage it would be possible to enter 
into preliminary discussions with the Dominions’ Governments; it 
was stated that while the initiation of such discussions would not 

necessarily have to await the conclusion and signature of an agree- 
ment with the United Kingdom, a satisfactory agreement with the 
United Kingdom would have to be definitely in prospect before seri- 
ous trade agreement discussions could, in the existing state of affairs, 
be initiated with the Dominions’ Governments.
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In a brief final session on the afternoon of July 14, the outcome 
of the discussions was summarized. Mr. Johnsen in his summary 
to Mr. Nash of the proceedings indicated an impression that New 

‘Zealand would obtain “compensation” for such concessions as it might 
grant with respect to Ottawa preferences for the purpose of making 
a United States-United Kingdom trade agreement possible, in the 
subsequent negotiation of a trade agreement between New Zealand 
and the United States. Mr. Minter corrected his understanding by 
pointing out that, while, of course, we would remember such action 
as New Zealand would take to facilitate the conclusion of a satis- 
factory agreement between the United States and the United King- 
dom, New Zealand’s compensation would essentially be the result 
of opening the way to the negotiation of a mutually satisfactory 
agreement between New Zealand and the United States, but that under 
our law the latter agreement would necessarily be reciprocal and have 
to stand on its own. | 

Mr. Nash indicated briefly the nature of the comments which he 
intended to make to the British Ambassador, before his own departure 
that afternoon, as to the results of these discussions; he reiterated 
what he had said at the opening of the discussions, namely, that he 
could not agree to provisions which would cause the loss to New 
Zealand of trade which she already had and that he could not agree 
to provisions for the curtailment of production; but that aside from 
this he would do everything he could for the promotion of improved 
trade relations and would not stand in the way of trade agreement 
negotiations between the United States and the United Kingdom. 

[In a telegram to the Consul at Wellington, dated January 28, 1939 
(611.47H31/109), the Secretary of State gave the following reasons 
for not accepting an invitation of December 31, 1938, from the New 
Zealand Government, to send a representative to New Zealand to 
resume conversations: 

“1. We wish to see how the licensing system will be administered 
and to appraise its effect on American trade. .. . 

“2. We are not in a position to proceed with trade agreement nego- 
tiations with New Zealand at this time even if exploratory conversa- 
tions should reveal an adequate basis. We, therefore, consider that 
any conversations in the near future would be premature.”’]
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EFFORTS TO SECURE FROM THE BRITISH GOVERNMENT A SOLUTION 

FOR THE PROBLEM OF DISCRIMINATION AGAINST AMERICAN COM- 
MERCE IN THE NEW ZEALAND MANDATE OF WESTERN SAMOA * 

611.62M31/100a 

The Secretary of State to the Chargé in the United Kingdom 
(Atherton) 

No. 1591 | WASHINGTON, February 8, 1937. 

Sir: Reference is made to the Embassy’s despatch No. 2242 dated 
June 5, 1936,’ transmitting Foreign Office note dated June 3, 1936, in 
regard to the treatment of American commerce in Western Samoa. 

I am convinced that the Department has possibly erred in the past by 
having conducted correspondence on this matter as if it were a matter 
strictly between the Government of the United States and the Govern- 
ment of New Zealand, even though the correspondence has passed 
through the various offices at London where its tenor could be observed. 
It is not my intention that the New Zealand Government shall be 
denied the courtesy of an acknowledgment to its present note, which 
shall be forthcoming in due course, but I believe the best approach to 
the question at the present time should be to initiate correspondence 
with the British Government where, in our opinion, the responsibility 
chiefiy lies. Accordingly, in handing to Mr. Eden the note which is 
quoted below, you are requested to inform him that the Government of 
New Zealand may expect, in due course, an acknowledgment to its 
note of June 3, 1936, and that the present note is addressed to the 
British Government, not with reference to any previous correspon- 
dence, but because of a situation arising out of apparent disregard by 
the Government of Great Britain of its obligations to the United States 
under the Tripartite Treaty of December 2, 1899, between the United 
States, Germany, and Great Britain.® | 

The text of the note follows: 

“This note discusses the obligations toward one another of the 
United States, Great Britain and Germany to fulfill certain promises 
made in a treaty signed by the three countries on December 2, 1899, 
respecting the administration of the Samoan Islands. 

“By that treaty the United States and Germany guaranteed to Great 
Britain equal rights with themselves in the regions defined by the 
Treaty and impliedly designated thereby for administration as pro- 
tectorates by the United States and Germany. The United States has 
administered the Eastern group continually since 1899, while Germany 
lost administration of the Western group in 1914. During the first 
fifteen years of the Treaty the United States and Germany accorded 

*¥or previous correspondence regarding discrimination against American 
commerce in the New Zealand Mandate of Western Samoa, see Foreign Fela- 
tions, 1936, vol. 1, pp. 852 ff. 

" Tbid., p. 852. 
®Tbid., 1899, p. 667.
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to each other equal rights in their respective protectorates and both 
accorded to Great Britain equal rights in both protectorates. During 
the British military administration of the Western group the United 
States and Great Britain satisfactorily fulfilled their treaty obliga- 
tions, the British Administration apparently taking the view that the 
rights of the United States in Western Samoa were not to be impaired 
by a change of administration within the circle of the signatories 
of the Treaty under reference. That action indicated that Great 
Britain, so long as it was concerned with the Western group in either 
an administrative or an advisory capacity, intended to secure for the 
United States its treaty rights in that group. 

“The administrative capacity of Great Britain temporarily ceased 
when His Britannic Majesty issued the Samoa Customs Order, 1920, 
and permanently when, the Council of the League of Nations having 
conferred upon His Britannic Majesty a Mandate, His Britannic 
Majesty designated his Ministers composing the Government of New 
Zealand as administrators of the territory, responsible to His Britan- 
nic Majesty as well as to the League of Nations. The advisory 
capacity of Great Britain, however, did not cease with those acts, 
as is evidenced by the fact that a New Zealand Order in Council of 
April 20, 1920, discriminating as between the customs treatment to 
be accorded to goods of British Empire and of American origin, was 
issued under advice from His Britannic Majesty’s Ministers in Lon- 
don. The approval of that Order in Council by those Ministers indi- 
cated a change of feeling on their part regarding the obligations of 
Great Britain under the Treaty of 1899. 

“Concurrent with this action by His Britannic Majesty’s Ministers 
and personal representatives, but not because of it, a Merchant Marine 
Act * was being discussed and enacted in the United States Congress. 
Through inadvertence the Act as passed proved inconsistent with the 
Treaty of 1899 to the extent that, without its amendment, the Act 
would deprive the vessels of Great Britain and Germany of equal 
rights with United States vessels in American Samoa. Since the viola- 
tion. of treaty obligations, whether by municipal law accidentally 
inconsistent with them or by official act made in full realization of 
them, is repugnant to the Government of the United States, it devoted 
its best efforts to secure an amendment to that Merchant Marine Act. 
His Britannic Majesty’s representatives in the United States could 
hardly have failed to be aware of the fact that there was no Commit- 
tee discussion of the treaty aspects of Section 21 before passage of 
the Act, which fact makes it evident that the Congress of the United 
States was not motivated by any spirit of retaliation for the action 
of His Britannic Majesty’s ministers. These representatives must 
also have known that existing statutes empowered the Government 
of the United States to retaliate, if it felt so disposed. Moreover, 
they could most certainly not have failed to take note of the bills 
subsequently introduced at the instance of the Government and to 
have realized that their purpose was the reparation of an oversight 
by the legislative body. Failure of the United States Government to 
give periodic notice to Great Britain of its renewed efforts to restore 
to British shipping equal rights with American shipping in Eastern 

** Approved June 5, 1920; 41 Stat. 988, 997.
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Samoa, cannot, in view of the public nature of those efforts, be inter- 
preted as silence. : 

“On the other hand His Britannic Majesty’s Ministers, on con- 
stant notice of the efforts of the United States Government, continued 
to condone the discrimination against American commerce by the 
Administrator of Western Samoa, apparently using the American 
statute as justification. This state of affairs continued despite the 
fact that there existed in the British system no constitutional obstacle 
to immediate reinstatement of American commerce on an equal foot- 
ing with British commerce in Western Samoa. That state of affairs 
continues today, more than two years after the necessary amendment 
of the Merchant Marine Act has been effected, and the Government 
of the United States would be both surprised and disappointed if 
the British Government would condone its further continuance. It 
looks to the British Government for a solution of the problem and 
would be grateful for a very early response to this note.” 

_ Very truly yours, For the Secretary of State: 
Francis B. SAYRE 

611.62M31/102 ;: Telegram 

The Ambassador in the United Kingdom (Bingham) to the 

Secretary of State , 

Lonpon, March 18, 1937—3 p. m. 
[Received March 18—11:15 a. m.] 

153. The note quoted in the Department’s instruction 1591 Febru- 
ary 8, 1937, was textually transmitted to Foreign Office on February 
18. 

In a conversation yesterday at his request with an official of the 
Foreign Office it was stated that in the British opinion the subject 
matter of the Department’s note could be more conveniently treated 
if it were presented orally or in an informal communication. If the 
British must reply to the signed note as it stands, it was stated that 
the reply must be adverse to the contentions of the United States and 
that it would be difficult to avoid “asperities.” 

In the British view, the whole question resolves itself to whether 
or not His Majesty is fulfilling international British obligations in 

Western Samoa. If these obligations are not being fulfilled by His 
Majesty’s Government in New Zealand, it is immaterial whether the 
New Zealand action is based or not upon advice from law officers of 
the Crown in London. The point was made and somewhat insisted 
upon that action in this matter has been entirely that of New Zealand 
without pressure from London which has merely offered legal advice 
upon request of the New Zealand Government. 

The Foreign Office gave no indication of what the reply would. be 
if the communication were made in an informal manner. It is quite
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clear however that they regard the formal note as unjustifiably sharp 
and that they desire it withdrawn. Please instruct. 

BiIncHAM 

611.62M31/102 : Telegram 

The Secretary of State to the Ambassador in the United Kingdom 
(Bingham) 

Wasuineton, March 26, 1937—7 p. m. 

106. Your 153, March 18, 3 p. m., regarding Samoa. 
(1) Please seek an early opportunity to discuss this matter fully 

at the Foreign Office with a view of ascertaining the British position 
and achieving the purpose of Department’s instruction of Febru- 
ary 8. You may say: 

(a) That your Government had no disposition to give displeasure 
in the matter of phraseology and will gladly make modifications in 
the Embassy’s note of February 18 in order to facilitate compliance 
by His Majesty’s Government with the just requests of the United 
States, or even withdraw the note if the end in view can by other means 
be more happily achieved. 

(6) That your Government, while not concerned with forms or 
language, must stand on the principles set forth in the Embassy’s 
note of February 18. 

(¢c) That your Government is gratified that His Majesty’s Govern- 
ment agrees that (as your telegram states it) “the whole question re- 
solves itself to whether or not His Majesty 1s fulfilling international 
British obligations in Western Samoa”. 

(d) ‘That your Government is interested primarily in results. The 
results contemplated are the maintenance of the integrity of the treaty 
of 1899 and the abolition of the discriminations against American 
commerce in Western Samoa. 

(2) For your confidential information and guidance, the Depart- 
ment feels at a loss to understand what is behind the intransigency of 
the British regarding what seems so clear a case of failure to comply 
with a treaty; whether, for instance, their fundamental position is | 
(a) one of opposition, as a matter of policy, to the restoration of 
equality of commercial treatment; (b) a proposal to try to sustain the 
claim of tacit abrogation of the treaty provisions; (c) a disclaimer of 
any responsibility on the part of London for New Zealand’s acts; or 
(d) something else of which no hint has been given. It is hoped that 
your discussions will elicit some light on this matter. 

(3) If feasible, and if it is still adhered to, Department would like 
to obtain a copy of the opinion which the London law officers of the 
crown gave to the New Zealand authorities, — 

Please keep Department adequately informed by telegraph. 
Hoi
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611.62M31/104 : Telegram 

The Ambassador in the United Kingdom (Bingham) to. the 
Secretary of State 

Lonpon, April 19, 1937—5 p. m. 
[Received April 19—12:55 p. m.] 

226.. Your 106, March 26,7 p.m. The following points emerged 
with some insistence from conversation at the Foreign Office on the 
line of the Department’s instruction : 

(1) The issue is one between the United States and “His Majesty’s 
Government in New Zealand”. 

(2) The stand of the New Zealand Government is undoubtedly 
taken on the ground of tacit abrogation of the treaty provisions. 

(3) London does not admit responsibility for the action of the 
New Zealand Government. | 

(4) The basis for the New Zealand Government’s stand is fully set 
forth in the note of June 3, 1936, (my despatch No. 2242 June 5, 
1936 ®). : . | 

The opening sentence, paragraph 3 of my 153 March 18, 3 p. m., “In 
the British view the whole question resolves itself to whether or not 
His Majesty is fulfilling international obligations in Western Samoa” 
is not to be interpreted as meaning His Majesty’s Government in 
Great Britain. The reference is to His Majesty as the sovereign repre- 
sented by Government in New Zealand. | 

I expect to have an early opportunity for further discussion of 
this matter with the Foreign Office and have requested that at the 
next meeting the Legal Adviser who has been handling the matter 
may be present. | 

BincHam 

611.62M31/104: Telegram 

The Secretary of State to the Ambassador in the United Kingdom 
(Bingham) 

Wasuineton, April 22, 1937—1 p. m. 

145. Your 226, April 19,5 p.m. Department appreciates interim 
information and commends continued vigorous presentation of this 
Government’s position, particularly the responsibility of His Majesty 
to fulfil British international obligations in Western Samoa. 

Hui 

> Foreign Relations, 1936, vol. 1, p. 852.
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611.62M31/106 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 

: of State 

Lonpon, April 29, 1937—6 p. m. 
[Received April 29—3:08 p. m.] 

251. Your 145, April 22,1 p.m. Further discussion at the Foreign 
Oifice has not resulted in elucidation of the British position and has 
served only to reaffirm and emphasize arguments previously made. 

The issue, it is insisted, is one between the United States and “His 
Majesty’s Government in New Zealand”. The New Zealand Gov- 
ernment has from the beginning pressed for the maintenance of the 
present regime in Western Samoa and the offer made to the United 
States by New Zealand in 1924,° the Foreign Office stated, would not 
have been made except upon the suggestion and insistence of the 
Government in London. The United States did not reply to that 
offer and New Zealand maintains that it must be considered as a tacit 
abrogation of the stipulations of the treaty of 1899. The Foreign 
Office admits that there is a possible basis for differences as to whether 
tacit abrogation of the treaty took place. It was frankly stated, 
however, that they agree with the stand taken by the New Zealand 
Government. They admitted that this moral support, even consider- 
ing the British disclaimer of responsibility, must be a comfort to 

the Government of New Zealand. 
The Foreign Office still prefers (my telegram 158, March 18, 3 

p.m.) not to answer our note of February 18, 1937 as they could not, 
they say, avoid what might appear to be acrimonious argument in 
refutation of certain points set forth in our note. They specifically 
mentioned the stated inability of the United States to fulfill the 
treaty by reasons of adverse legislation and said that, while they 
fully realized the difficulty then confronting the United States in 
their opinion it is no argument in law. They also discount the argu- 
ment that British officials in the United States must have been aware 
of the efforts being made by the Department to cause the defective 
legislation to be remedied and allege that the British Government 
could not be legally cognizant of those efforts unless advised by the 
United States Government. The Foreign Office several times referred 
to the offer made to the United States in 1924 which they say is evi- 
dence of good will and even more strongly emphasize the fact that the 
United States did not reply to that offer. The Foreign Office would 
prefer, therefore, to keep the discussions on their present oral and 

® See note from the Governor General of New Zealand to the British Secretary 
of State for the Colonies, Foreign Relations, 1924, vol. 11, p. 245.
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informal basis and to await the reply of the United States Govern- 
ment to the Government of New Zealand’s note of June 3, 1936. 

The sum of the New Zealand Government’s case as supported by 
the Government in London seems to be that they think there are suffi- 
cient grounds for considering the treaty was tacitly abrogated and 
because a reversal of the stand in this matter now would cause con- 
siderable domestic difficulties for New Zealand in its relations with 
Western Samoa, they are determined not to do so if it can possibly 
be avoided. 

| BIncHAM 

611.62M31/106 : Telegram 

The Acting Secretary of State to the Ambassador wm the United 
Kingdom (Bingham) 

Wasurineton, May 25, 1937—4 p. m. 

196. Your 251, April 29, 6 p. m., regarding Samoa, penultimate 
paragraph. As indicated in instruction No. 1591, February 8, 1937, 
Department contemplates replying to New Zealand with reference 
to the note of June 3, 1936, transmitted with the Embassy’s despatch 
No. 2242, June 5, 1936. This reply should’be ready for delivery within 
the next few weeks. 

Please inform Foreign Office of above and add that this Government 
agrees to continuance of discussion on present oral and informal basis. 
This acquiescence should create no misunderstanding of the United 
States’ intention to look to His Majesty, acting through one of his 
governments, for eventual compliance with the Treaty of 1899. — 

If at all possible to obtain it the Department would appreciate a 
copy of the opinion of the crown law officers. 

WELLES 

611.62M31/107 

The Ambassador in the United Kingdom (Bingham) to the 
Secretary of State *° 

No. 3280 Lonpon, August 9, 1937. 
[Received August 17.] 

Sir: I have the honor to refer to the Department’s telegram No. 
196 of May 25, 4 p. m., and to previous correspondence relating to the 

* Attached to the original is a memorandum, dated December 31, 1937, from 
Wallace McClure, Assistant Chief of the Treaty Division, to John Minter of the 
Division of European Affairs stating: “I believe we agreed this case is in 
abeyance for the present.”
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Mandated Territory of Western Samoa. The Department expressed 
the desire to obtain, if possible, a copy of the opinion of the Crown 
law officers which was furnished to the New Zealand Government. 
This matter was taken up informally with the Foreign Office and I 
regret to have to report that the appropriate officials there state that 
it will be impossible for them to furnish the Embassy with a copy of 
the Memorandum. It was stated that this Memorandum is one of a 
strictly confidential nature for interdepartmental use only, and that 
it would be contrary to all their practice and precedents to give us a 
copy. The refusal was made, needless to say, with expressions of 
regret. 

Respectfully yours, For the Ambassador: 
HeErscuHeE V. JOHNSON 
Counselor of Embassy 

982609—54——15
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BELGIUM 

PRELIMINARY DISCUSSIONS RESPECTING A SUPPLEMENTARY TRADE 
AGREEMENT BETWEEN THE UNITED STATES AND BELGIUM?’ 

611.5531/698 

Memorandum by Mr. Jacques J. Reinstein of the Division of 
Trade Agreements 

[Wasuineron,] January 4, 1937. 

Conversation: The Belgian Ambassador** and Mr. Raoul E. L. 
Grenade, Commercial Counselor to the Belgian 
Embassy ; | 

Mr. Culbertson and Mr. Williamson of the Division 
of Western European Affairs; 

Mr. Fowler and Mr. Reinstein of the Division of 
Trade Agreements. 

The Belgian Ambassador and Mr. Grenade called to discuss the 
terms of an agreement containing general provisions to supplement 
the existing trade agreement between Belgium and the United States.? 

Mr. Fowler outlined the Department’s viewpoint with respect to & 
number of points on which there are divergences between the United 
States standard provisions * and the Belgian counter-draft* It ap- 
peared. to be the mtention of the Ambassador to consult his Govern- 
ment by telegram as to whether they were prepared to accept our alter- 
native proposals to their counter-draft on points of importance. In 
order to facilitate this method of handling the negotiations, it was 
agreed that the Department would prepare a “clean draft” of provi- 
sions based on the Belgian counter-draft and embodying the American 
desiderata, to be accompanied by comments outlining our viewpoint. 
with respect to any changes in wording made in the counter-draft. 

4For previous correspondence regarding the supplementary trade agreement,. 
see Foreign Relations, 1936, vol. 11, pp. 10 ff. 

** Count Robert van der Straten-Ponthoz. 
*For text of agreement between the United States and the Belgo-Luxemburg 

Economie Union, signed February 27, 19385, see Department of State Executive 
Agreement Series No. 75, or 49 Stat. 3680. 

*For text of standard general provisions, see Foreign Relations, 1935, vol. 
I, p. 541. | 

* Belgian counterdraft not printed. . 
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Mr. Grenade will call to pursue the discussions on the basis of the 
Department’s memorandum on Monday, January 11. 

The specific points which were informally discussed with the Am- 
bassador and Mr, Grenade were as follows (the article numbers given 
refer to those in the Belgian counter-draft). 

[Comments on the various articles are omitted. | 

611.5531/696 | | 

The Belgian Ambassador (Van der 8 traten-Ponthoz) to the 
Secretary of State oo 

_. [Translation] | Co 

7 WasHINGTON, January 9, 1987. 

Dear Sir: Supplementary to our telephone conversation, I hasten 
to advise you that I have received from Brussels, in connection with 
the cable that I sent after our first meeting, a response informing me 
that it was impossible for the Belgian Government to reply to the 
suggestions of the United States Government without knowing the 

reasons for them. So 
The Minister of Foreign Affairs desires that I send him a report on 

the articles of our counter project, which do not meet with the ap- 
proval of the Department of State, giving the reasons therefor, and 
that I transmit to him the text of the proposed modifications. - 

I would especially appreciate it if you would kindly enable me to 
reply to the Minister of Foreign Affairs. ok 

I am entirely at your disposal to come and discuss the question with 
you when convenient, and I take [etc. ] R. v.. STRATEN 

611,5531/712 | : | 

The Secretary of State to the Belgian Ambassador : 
(Van der Straten-Ponthoz) — 

WasHINGTON, July 9, 1937. 

My Dear Mr. Ampassapor: I refer to your note of January 9, 
1937, in which you advised me of the desire of your Government to 
examine the exact text of the proposed changes in the Belgian counter- 
draft of general provisions to supplement the trade agreement of 
February 27, 1935, before commenting on them. 

In accordance with your request, I have had a new draft prepared 

embodying the changes which were discussed with you and Mr. Gre- 
nade by officers of the Department. I am enclosing * the original and 

*Hnclosures mentioned not printed.
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a copy of this revised draft, together with the original and a copy 
of a memorandum showing the exact changes which are proposed in 
the counter-draft prepared by your Government and outlining the 
reasons why they have been proposed. 

The changes which are contained in the present draft relate prin- 
cipally to wording except in the article on exchange control, with 
respect to which the Government of the United States is presenting 
a new proposal. In so far as the general content of the provisions is 
concerned, there appears to be substantial agreement. I hope that 
we may therefore be able to look forward to an early conclusion of 

the negotiations. 
Iam [etc.] Corpeti Huw 

611.5531/722 

Memorandum by Mr. Jacques J. Reinstein of the Division of 
Trade Agreements 

| | [ WasHineron,] August 26, 19387. 

Conversation: Mr. Walravens, Second Secretary of the Belgian 
Embassy ; 

Mr. Culbertson ; 
Mr. Hawkins; ° 

: Mr. Reinstein. 

Mr. Walravens called to inquire for information regarding our 
position on the draft of general provisions sent to the Belgian Em- 
bassy on July 9. He said that the Ambassador had received a per- 
sonal letter from someone in the Belgian Foreign Office stating that 
the Belgians were very much disappointed over the attitude which we 
had apparently taken with regard to the negotiation of the general 
provisions; that they felt we had not approached the matter in the 
friendly spirit in which the agreement was concluded and that we 
had not made any effort to meet their views with regard to certain 
points in the draft which they considered of importance; and that it 
was therefore difficult for them to see how they could accede to our 
wishes on points in regard to which we were particularly interested. 

Mr. Walravens inquired whether it would be possible for us to 
give him a further statement on our position indicating the points 
which we consider to be of importance. He felt that such informa- 
tion would facilitate the examination of our draft by the Belgian 
authorities. | 

Mr. Hawkins stated that we would be glad to do this, and it was 
arranged that Mr. Walravens and Mr. Reinstein should go over our 
draft together at an early date. 

*Harry C. Hawkins, Chief of the Division of Trade Agreements.
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611,5531/723 

Memorandum by Mr. Jacques J. Reinstein of the Division of 
Trade Agreements 

[Wasuineron,| August 31, 1937. 

Conversation: Mr. Walravens, Second Secretary of the Belgian 
Embassy ; 

Messrs. Reinstein, Wadleigh, de Rycke, and Ross 
of the Division of Trade Agreements; 

Mr. Clark, of the Division of European Affairs. 

Mr. Walravens called by appointment this morning to secure a 
statement of our position with regard to the draft of general provi- 
sions for the Belgian trade agreement which was transmitted to the 
Belgian Embassy in July of this year. 

At the outset Mr. Walravens was informed that it would be difficult 
for us to make any statement on the possibility of our modifying our 
view with respect to any particular article without having some indi- 
cation as to the points which were troubling the Belgian Foreign 
Office. He said that it was not his desire to obtain a statement of 
this character at the present time, but that he merely wished to learn 
the reasons which had motivated the changes which we had made In 

the Belgian draft. 
It was emphasized to Mr. Walravens that we do not regard the 

drafting of general provisions as a subject for bargaining in the 
sense that we bargain for concessions. A framework for the supple- 
mentary agreement already exists in the provisions of the exchange 
of notes of February 27, 1935, and the preparation of a text of general 
provisions would seem to involve merely the filling in of this frame- 
work with somewhat more detailed provisions. The two Govern- 
ments are already in agreement on the basic principle of non-discrimi- 
natory treatment, which finds expression in the trade agreement and 
in the liberal commercial policies which they pursue. The problem 
appears to us, therefore, as one primarily of drafting a text which 
will conform to the legal requirements and practices of the two 

countries. 
It was pointed out to Mr. Walravens that the text of our standard 

provisions had been given to the Belgian Government prior to the 
conclusion of the trade agreement and that the Belgian Government 
had not indicated that the type of provisions included in our standard 

draft were unacceptable to it. 
We had not felt, in working on the Belgian draft, that the two 

Governments were in disagreement as to these principles, and it was,
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therefore, a matter of some surprise to us to learn that the Belgian 
Government apparently considers such to be the case. 

It was pointed out that, while we have introduced a number of 
changes in the Belgian draft, most of them were necessitated by the 
form in which we had drawn the agreement or by legal considerations. 
It was explained that the language used in our standard provisions 
has been developed over a long period of years, and has acquired a 
precise meaning in many instances through judicial interpretation. 
In regard to matters which may be made the subject of litigation, 
we naturally prefer this language to different phraseology with re- 
gard to the probable judicial interpretation of which we could not be 
certain. Where the subject covered by the provisions is not of such 
a character, there is more latitude. 

Tt was then explained to Mr. Walravens why we had prepared our 
draft in the form of a supplementary agreement. Although the ex- 
change of notes called for a supplementary agreement, the agreement 
might possibly be drawn up in the form of a full agreement with the 
schedules included, were it not for certain legal problems. We have 
been informed by our Legal Division that it will be necessary to issue 
a public notice of intention to negotiate a supplementary agreement 
and to hold a hearing before the agreement is concluded. If the 
schedules were to be repeated in the supplementary agreement, it 
would be necessary to hold hearings on them, and we would be placed 
under considerable pressure to reopen the entire agreement, and, par- 
ticularly, to modify or withdraw some of the concessions which we 
bave granted to Belgium. Both Governments presumably would 
wish to avoid this. In view of this fact, we have been careful to pre- 
pare the draft in a form which would not repeat the concessions pre- 
viously granted, and we plan to restrict the hearings to the subject 
which we dealt with in our recent draft, that is, to the general provi- 
sions. In this connection, Mr. Walravens’ attention was later called 
to the phraseology which we had used in the opening sentences of 
Article I and Article II, in which the duty assurances in the present 
agreement are mentioned by reference rather than restated as a new 
commitment. 

Our draft was gone over with Mr. Walravens article by article. 
For the most part the comments which were included in the memo- 
randum enclosed with the draft given the Belgian Embassy in July 
were merely reiterated. 

The substance of the statements made to Mr. Walravens on the 
various articles of the draft is as follows: 

{The comments on the various articles are omitted. |
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611.5531/723 

The Secretary of State to the Ambassador in Belgium (Gibson) 

No. 28 Wasuineron, November 2, 1987. 

sir: As you are aware, the trade agreement between the United 
States and the Belgo-Luxemburg Economic Union, effected by an ex- 
change of notes on February 27, 1935, does not include comprehensive 
general provisions respecting the treatment which will be accorded by 
each country to the other’s trade. However, it was provided in the 
exchange of notes that the agreement should be supplemented as soon 
as possible by an agreement containing general provisions. 
_ The text of the United States standard draft of general provisions 
was furnished to the Belgian Government during the negotiation of 
the trade agreement, and a revised text was sent to the Belgian authori- 
ties on June 27, 1935." Under date of March 31, 1936, the Belgian 
Government, through its embassy in Washington, transmitted to the 
Department the proposed text of an agreement, which, although based 
in general upon the United States standard provisions, varied from 
them in a number of important particulars. A mimeographed copy 
of the Belgian proposals, with the corresponding Articles of the United 
States standard provisions as submitted to the Belgian Government 
shown in a parallel column, is enclosed herewith.*® 

In view of the requirement under the Trade Agreements Act ® that 
public notice be given and that a public hearing be held with regard 
to the negotiation of the supplementary agreement, the Department 
felt that announcement at that time of intention to negotiate might re- 
sult in pressure for the renegotiation of the entire trade agreement. 
This view was communicated to the Belgian Embassy on August 11, 
1936,° with a suggestion that the negotiations be postponed until a 
favorable opportunity presented itself. The Department desired, 
however, to reach more or less definitive agreement with the Belgians 
as to the text of the supplementary agreement in advance of any pub- 
lic announcement, and, therefore, began informal discussions with the 
Belgian Ambassador in January, 1937, with regard to the points of 
difference between the two drafts. 

As a result of these conversations, the Belgian Ambassador requested 
that the Department furnish him with the exact text of the changes 
in the Belgian draft desired by the Department and with a statement 
of the reasons for the desired changes. This was done on July 9, 1987. 

"Letter of June 27, 1935, to the Belgian Ambassai(lor, missing from Department 

ae Not attached to file copy. 
° 48 Stat. 943. 
” Foreign Relations, 1936, vol. 11, p. 10.
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The text of the United States counter-draft and a memorandum show- 
ing the changes made in the Belgian draft and commenting on the 
changes are enclosed.” 

The Department has not received any formal expression of the 
Belgian Government’s views with regard to the United States draft. 
However, Mr. Walravens, Second Secretary of the Belgian Embassy, 
recently called at the Department and stated informally that the Bel- 
gian officials responsible for the negotiation of the supplementary 
agreement felt that the Department had not made any effort to meet 
their wishes on certain points in which the Belgian Government was 
interested and that it would, therefore, appear difficult for the Bel- 
gian Government to accede to the Department’s wishes on certain 

other points. Copies of memoranda of two conversations held with 
Mr. Walravens on August 26 and August 31, which are self-explana- 
tory, are also enclosed,” as well as a copy of a memorandum later 
handed to Mr. Walravens." 

The Department is anxious to avoid coming to an impasse with the 
Belgian Government in the present negotiations and believes that it 
would be helpful if a detailed statement of its position were to be made 

to the Belgian officials who are directly responsible for the negotia- 
tion of the agreement. You are therefore requested to seek an op- 
portunity at an early date to go over the United States draft with 
the Foreign Office and to reiterate the statements made to Mr. Wal- 
ravens on August 31. In doing so, you should make clear that the 
Department does not. wish to change the place of the negotiations and 
that your purpose is merely to facilitate the examination by the 
Foreign Office of the Department’s proposals. 

In connection with this general subject, reference is made to the 
Embassy’s despatch No. 1301, dated July 1, 1987,* regarding the ex- 
tension by Belgium to the United States of the concessions granted 
by the Belgian Government in the Oslo Convention of May 28, 1937.% 
In the despatch under reference, the Embassy reported a statement 
by an official of the Belgian Foreign Office to the effect that the Belgian 
Government intended to extend the benefit of the Convention to the 
United States, although it did not consider itself legally obligated 
to do so. 

The position taken by the Belgian Government with reference to 
the extension of the Oslo Convention benefits is presumably the same 
as that stated by it at the time of its adherence to the Agreement rela- 
tive to the Non-application of the Most-Favored-Nation Clause to 

* Neither printed. 
2 Supra. oO 
* Not found in Department files. 
* Not printed. 
* League of Nations Treaty Series, vol. oLxxx, p. 5.
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certain Multilateral Economic Conventions’* (Treaty Series No. 
898). This Agreement, which was opened for signature at the Pan 
American Union in 1934 in accordance with a resolution adopted 
at the Montevideo Conference,” has been ratified only by the United 
States and Cuba. It was signed ad referendum by the Belgian Gov- 
ernment, which made the following declaration at the time of signing 

the agreement: 

“The Belgian Government declares that in signing the present 
agreement it does not intend to recognize that in the absence of en- 
gagements of the same nature as those stipulated therein, and out- 
side of any reciprocity of fact, the most-favored-nation clause may 
be invoked with a view to being admitted to the benefits of economic 
conventions susceptible of a general application which have for their 
purpose the promotion of international trade, and to which all coun- 
tries may adhere.” 

The Department does not concur in the view expressed in the Bel- 
gian declaration nor is it believed that it has been widely accepted 
by other countries. It is the view of the Department that the Belgo- 
Luxemburg Economic Union is legally obligated by its trade agree- 
ment with the United States to extend to this country the concessions 
granted by it in the Oslo Convention. However, in view of the fact 
that the Belgian Government has extended to this Government the 
benefits of the concessions granted in the Oslo Convention, the De- 
partment does not consider it necessary or desirable at this time to 
engage in a discussion with the Belgian Government as to its legal 
obligations under the trade agreement. In this connection, note has 
been made of Miss Willis’ * oral statement, also reported in your des- 
patch of July 1, that the position of this Government with regard to 
the legal obligation to extend the benefits of the Oslo Convention might 
not be identical with that of the Belgian Government. 

You will note that the draft agreement prepared by the Belgian 
Government included, as numbered paragraph (5) of Article 13, a 
reservation similar to the provisions of Articles I and IT of the Agree- 
ment for the Non-application of the Most-Favored-Nation Clause. 
This reservation has been omitted in the United States draft. In 
discussing this omission you should say to the Foreign Office that the 
reservation has not been included in any of the most-favored-nation 
trade agreements concluded by the United States with other coun- 
tries, and that the Department does not wish, by including the reser- 
vation in the supplementary agreement with Belgium, to establish a 
precedent for the inclusion of such a reservation in bilateral treaties 

* See Foreign Relations, 1934, vol. rv, pp. 8 ff. 
™ Vor correspondence concerning the Montevideo Conference, see ibid., 1933, vol. 

“"istrrances E, Willis, Third Secretary of Embassy in Belgium.
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or agreements of the United States. If this explanation does not 
satisfy the Foreign Office, you may say further that the Department 
does not wish to enable other countries to obtain thereby the benefits 
of such a provision in so far as the United States is concerned without 
undertaking obligations corresponding to those assumed by the United 
States in the Agreement for the Non-application of the Most-Fa- 
vored-Nation Clause. Under the terms of that agreement the provision 
is applicable as between all governments adhering to the agreement. 
If the reservation is included in a bilateral agreement it is applicable 
only between the two parties. For these reasons the Department 
considers that the Agreement for the Non-application of the Most- 
Favored-Nation Clause provides the most suitable method for 
establishing and securing the general acceptance of the reservation 
proposed by the Belgian Government. 

Very truly yours, For the Secretary of State: 
Francis B. Sayru 

611.5531/726 

The Ambassador in Belgium (Gibson) to the Secretary of State 

No. 101 Brusseis, December 13, 1937. 
| Received December 22. | 

Sir: Since the entry into force of the United States-Belgian Trade 
Agreement on May 1, 1935, this Embassy has had frequent occasion to 
report failure on behalf of the Belgian authorities to observe the terms 
and spirit of that Agreement. 

I feel I should preface what I have to say on this subject with the 
statement of my conviction that the responsible heads of the Belgian 
Government have at all times had the best possible intentions of 
observing both the spirit and letter of the Agreement. The difficulty 
has in every instance arisen from the obstructive tactics of subordinate 
officials scattered throughout the various Ministries. Whenever 
abuses have been brought to the attention of the Prime Minister or 

the Foreign Minister, remedial action has been taken or at least 
attempted. 

Shortly after my arrival here last summer, it became evident that 
a concerted drive was being made by a number of subordinate officials, 
members of the Inter-Ministerial Commission, with a view to curtail- 
ing American benefits under the Trade Agreement. After satisfying 
myself as to the essential facts, I called upon M. van Zeeland, then 
Prime Minister, on September 20th, and laid the whole subject before 
him in an informal conversation.
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As I had anticipated, M. van Zeeland was indignant at this evidence 
that subordinate officials were seeking to evade strict observance of 
the Agreement and I soon had indications that he had acted with 
promptness and decision. There was a distinct betterment of the sit- 
uation but with the usual intimation that in view of the temporary 
character of Cabinet Ministers the subordinate officials were merely 
holding in abeyance measures which they were determined eventually 
to put into effect. _ 

Since the Cabinet crisis which began in October, there have been 
evidences that the members of the Inter-Ministerial Commission were 
emerging from their retreat and resuming their old tactics. I have 
therefore for some time been trying to gather definite information to 
serve as a basis for further representations. I have, however,.encoun- 
tered certain difficulties, not peculiar to this post, which I venture to 
restate briefly as essential to an understanding of the general situation. 
These difficulties may be briefly summarized as follows: 

(1) Each time the Embassy takes up with the Belgian authorities 
an important question under the Agreement, it is my practice to urge 
the American interests involved to keep the Embassy currently in- 
formed as to developments in order that we may judge as to the 
efficacy of our representations and be in a position to take preventive 
action without waiting for serious difficulties to arise. It has been 
our almost invariable experience that once immediate danger is out 
of the way, these American interests neglect to keep the Embassy in- 
formed, take little notice of requests for information, and wait for a 
new crisis before communicating with the Embassy. 

- (2) The work of the Embassy has been complicated in several in- 
stances by the tendency of certain American interests to enter upon 
direct negotiations with subordinate Belgian authorities, making 
concessions the significance of which they do not understand until 
difficulties arise which bring them back to the Embassy for help. 

As an illustration, the Department will recall that during the nego- 
tiations for the Trade Agreement the Belgian representatives pro- 
posed that the assemblers of American cars should consent to employ 
in all cars assembled in Belgium at least 40% of the value in Belgian 
work and materials. This proposal was rejected by the Department. 
However, soon after the Agreement went into force, the authorities 
renewed this proposal directly to the American assemblers, and Gen- 
eral Motors, Ford, and Chrysler, the largest American assemblers in 
Belgium, made formal acceptance of the scheme without previous 
consultation with the Embassy or previous agreement with the other 
American assemblers operating in this country. The smaller assem- 
blers were not in a position to accept any undertaking on a 40% basis 
and they felt that they were being put in a vulnerable position by
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the action of the three largest assemblers. On consulting the Em- 
bassy they were informed that under the terms of the Trade Agree- 
ment they were under no obligation to accept restrictions as to the 
use of Belgian material or labor. They appealed to the Belgian 
Government for special consideration in view of the fact that they 
had no installations for assembling that would permit the utilization 
of such a large percentage of Belgian material and labor. However, 
in view of the position taken by the larger assemblers it soon became 
evident that they must make some concessions or retire from the 
Belgian market, and after considerable negotiation it was agreed 
that they should incorporate 4,000 francs in Belgian labor and ma- 
terial in each vehicle assembled. 

This unofficial acceptance of a proposal which had been officially 
rejected by our Government has now placed all these American im- 
porters in a difficult position. These percentages and quantities having 
been accepted, the Inter-Ministerial Commission is now discussing 
further increases, and it is obvious that if the American assemblers 
had stood on the position adopted by the Department they would be 
in a stronger position to resist increases than they now are, having 

accepted the 40% requirement. : 
In other words, there is a tendency on the part of some of these 

American companies to carry on their negotiations independently 
and apply to the Embassy for help only when they have got them- 

selves into an untenable position. 
(3) The difficulty of securing documentary information on which 

to base representations. There have been a number of instances of 
this sort. One of them I may describe briefly as follows: 

Some time ago the director of one of the largest American assembly 
plants called on me and stated that the Inter-Ministerial Commission 
proposed to increase to 60% the proportion of Belgian material and 
labor to be incorporated in buses and trucks, and that one of the 
members of the Inter-Ministerial Commission had written to a certain 
Senator stating that this was with the knowledge and approval of 
the American Government. He himself had seen the letter. I said 
that if he could furnish me the letter or a copy of it, I would like very 
much to take the matter up with the Prime Minister. He then in- 
formed me that in view of the fact that the letter was not official, he 
was unable to give me a copy or authorize its being shown to me. f. 
was obliged to state that under the circumstances it would be futile 
for me to call on the Prime Minister and inform him that I had been 
told that a subordinate member of one of the Ministries had written 
an unofiicial letter to a Senator making incorrect statements about the 
attitude of the American Government. 

(4) Difficulty in securing definite facts and figures as to the business 
of various companies. Such information is occasionally important in
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determining the effect upon American business of measures taken by 
the Belgian authorities. This reluctance which I have encountered 
in other posts is for the most part due to fear that this information 
may reach their American and other competitors, and it is not always 
easy to secure sufficiently detailed information to serve as a basis for 

representations. 
Since the Cabinet crisis referred to above there has been a noticeable 

revival of abuses which fall into a number of clearly defined categories 
which may be briefly indicated as follows: 

(1) Duties have been increased through the subterfuge of increasing 
the valuation on a number of articles on which a quota was bound 
under the Trade Agreement. One item particularly involved is la- 
dies’ dresses. (See Annex IV of the enclosed memorandum.) * 

(2) Although quotas have not been established for articles on which 

only the duty is bound by the Trade Agreement the same purpose has 
been achieved by establishing quotas on certain important commodities 
not specifically included under the Trade Agreement, thereby vitiating 
our benefits under the Treaty. 

Although automobile tires were not specifically included in the 
Trade Agreement, they are obviously considered as an essential factor 
in the automobile business. This would appear to be clearly shown by 
the action of the Belgian authorities themselves in giving tires a spe- 
cific value in their requirements for the incorporation of 40% of labor 
and materials in cars assembled in Belgium. The clear purpose of this 
measure is to bar so far as possible the importation of American tires 
and thereby permit the increased use of Belgian tires. 

It will be remembered that the duty on Diesel motors was reduced 
under the terms of the Trade Agreement. Since the Agreement went 
into effect consideration has been given to the establishment of a 

| quota, and while matters have not yet gone so far, other expedients 
adopted by the Belgian authorities have for all practical purposes 
achieved the approximate effect of a quota. As matters now stand, a 
Belgian desirous of importing a Diesel motor from the United States 
is called on for such extensive and vexatious information and for the 
disclosure of trade secrets to such an extent that, coupled with the delay 
in granting the license, he is turning more and more to the purchase of 

Diese] motors from other countries. (A more complete statement in 
regard to these two items will be found in Annex IIT of the enclosed 
memorandum. ) 

(3) Licensing systems have been established for various articles. 
At the time this system was established, it was explained that the 
system would have no restrictive application but was merely set up in 
order to make sure of full statistical information as to imports into 

* Memorandum and its annexes not printed.
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Belgium. While there could have been little objection to such a 
system if it had been used in this way, I regret to report that it has 
been used to the detriment of American commerce. On numerous 
recent occasions the difficulty in obtaining licenses has delayed de- 
livery of American products so long that the importer has finally 
found it more advantageous to buy elsewhere. One article which has 
been particularly affected is silk hose. (See Annex V of the en- 
closed memorandum. ) 

(4) Regulations have been put into force which prevent American 
firms from enjoying the full benefit which would be derived from 
the Agreement. One article seriously affected is linseed oil cake, 
(See Annex VI of the enclosed memorandum.) 

(5) The administration of quotas has been carried out in such a 
way as effectively to block the use of the amounts to which we are 
entitled. The authorities have withheld information concerning the 
employment of quotas and the amounts remaining available. At the 
end of the last calendar year it was found that on several articles 
large quotas still remained unused and this information was brought 
to the attention of the interested importers only when it was too late 
to obtain delivery from America. This practice alone brought about 
a material cut in American exports of certain items, particularly 
automotive tires, silk hose, ladies’ dresses, and lard. (Annexes III, 
V, IV, and II, respectively, of the enclosed memorandum. ) 

(6) The authorities have also without consultation divided some 
quotas arbitrarily into monthly instalments and have taken the posi- 

tion that if the monthly allocation was not exhausted in January, it 
was irrevocably lost. This has had a harmful effect as regards some 
quotas, particularly lard, of which imports are far below the quota 
agreed upon. (See Annex II of the enclosed memorandum.) 

(7) The Inter-Ministerial Commission, the members of which are 
under all sorts of pressure from private interests, has tried various 
other expedients to restrict American trade. 

One of the most conspicuous examples is the successful attempt to 
impose on assemblers of American cars the incorporation of 40% of 

the value in Belgian labor and materials. The Commission has for 
some time been engaged in an effort to increase this percentage by 
substantial amounts which are calculated to drive American manu- 
facturers from the Belgian market as regards buses and trucks. This 
situation is further complicated by the fact that the Belgian Railways 
Administration is exerting all possible pressure on behalf of any 

measure calculated to drive trucks and buses off the roads in order to 
increase the business of the State Railways. This has, of course, no 
bearing on the principle involved but does constitute an added difficulty 
from our point of view. (See Annex I of the enclosed memorandum.)
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Another instance may be found in the arbitrary regulations con- 
cerning the importation of American linseed oil cake. The practice 
in the past has been to utilize American linseed oil cake carrying ap- 
proximately 9% of moisture with other cake containing larger 
amounts up to 15%, the combination working out at the legal limit 
of 12%. At the instance of local interests the authorities have now 
issued a regulation preventing the addition of any moisture to the 
linseed oil cake during the process of crushing, even in order to bring 
it up to the legal proportion of 12%, with the result that American 
cake, if used alone, sustains an appreciable loss. This is a clear case 
of arbitrary regulations enforced for the purpose of restricting Amer- 
ican imports. (See Annex VI of the enclosed memorandum.) 

The Embassy has been in constant touch with this general subject 
through frequent calls at the Ministry for Foreign Affairs and other 
Ministries as regards specific cases. However, in the light of the ac- 
cumulated evidence of the serious inroads that are being made on 
American trade, I think the Department will agree that it is desirable 
to make representations bearing upon the whole scope of the Trade 
Agreement. In view, however, of the importance and delicacy of the 
entire subject I do not feel that I should take it upon myself to make 
representations of this character without the knowledge and approval 

of the Department. The reaction of American interests in Belgium 
has now reached a point where I feel that this is a matter of some 
urgency and trust therefore that I may be afforded the benefit of the 
Department’s instructions if possible by telegraph. 

Unless the Department prefers some other method of approach 
I should like to bespeak its consideration of the following sugges- 
tions. I think it would be wise for me to call on the Minister for 
Foreign Affairs and Foreign Commerce, M. Spaak, as soon as possible 
and hand him a memorandum accompanied by certain carefully con- 
sidered remarks. In order to indicate what I have in mind, I venture 
to submit herewith a tentative draft of such a memorandum for the 
Department’s approval or to serve as a basis of alternative instruc- 
tions. As will be seen, this memorandum is confined to a rather 
direct statement as to the nature of the infringements which have 
come to the notice of the American Government of both the terms 
and spirit of the Trade Agreement, concluding with a request for 
adequate remedial action. 

On the last occasion I took the matter up with the Prime Minister 
but that was because he was giving his personal attention to all eco- 
nomic matters, and the present Prime Minister, M. Paul Emile Janson, 
does not interest himself particularly in such matters; and I therefore 
feel that it would be better to deal direct with M. Spaak.
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If the Department approves, I would propose to preface the pres- 
entation of this memorandum with some general remarks as to the 
importance attached by the American Government to our Trade 
Agreement policy and our conviction that this policy can be ex- 
pected to give its maximum benefits to all concerned only if loyally 
and even generously interpreted and executed, that for this reason 
the American Government is disturbed at the long series of com- 
plaints which have been received from American interests as to ob- 

vious violations of the terms and spirit of the Agreement. I would 
add that we are thoroughly convinced of the desire and intention 
of the Belgian Government loyally to interpret its obligations but 
that in the course of months and in the light of previous experience 
it has become evident that the violations which form the subject of 
this memorandum are due to the action of subordinate officials who 
would appear to be acting independently and against the declared 
policy of the Belgian Government; that I have discussed this matter 
previously with M. van Zeeland who took prompt and decided remedial 
action with the result that the complaints subsided for a time, but 
that since the recent Cabinet crisis the complaints have increased 
in volume and I feel I cannot any longer delay bringing them to the 
attention of the Minister for Foreign Affairs with the request that he 
afford them his earnest study; in numerous previous cases the Em- 
bassy has had occasion to appeal to the Foreign Office and that I am 
glad to be able to say that the Foreign Office has always risen to 
the occasion by using its best efforts to meet any just cause for com- 
plaint from the Embassy; that the difficulty has arisen from the fact 
that no means have been devised for obliging officials of other Govern- 
ment Departments to conform to the wishes of the Minister for For- 
eign Affairs even in matters affecting Belgian foreign policy and 
that the only way I can see of putting an end to the present abuses 
would be for the Foreign Minister to make a clear statement of the 
present situation before the Belgian Cabinet and insist that orders 
be given by his colleagues to their representatives on the Inter-Min- 
isterial Commission that in any matter affecting American trade 
there shall be no action against the recommendations of the Foreign 
Office representative unless and until the matter has been carried to 
higher authority and a decision reached by responsible Ministers. 
If we can keep these questions, some of them petty in themselves, out 
of the hands of subordinate officials, I feel that the existing good 
will is an adequate guarantee that we could put an end to the diffi- 
culties which we have experienced. 

To supplement the foregoing and reinforce these general observa- 
tions, I could then hand M. Spaak the memorandum and go over it 
with him carefully. In order further to reinforce our representa- 

9826095416
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tions I would suggest, if the Department approves, that at the same 
time I call on M. Spaak, the Belgian Ambassador in Washington be 
called in and given a similar statement of the Department’s views 
on this whole subject as well as a copy of the memorandum and that 
at the same time he be requested to impress upon M. Spaak by tele- 
graph the great importance we attach to such action as may be neces- 
sary to bring about the full observance of the terms of the Trade 
Agreement. 

In view of the urgency of this question I should be glad to receive 
the Department’s instructions by telegraph as soon as may be possible. 

Respectfully yours, Hucu Gisson 

EXCHANGE OF VIEWS BETWEEN THE UNITED STATES AND BELGIUM 

RESPECTING THE INTERPRETATION OF THE NATURALIZATION 
CONVENTION OF NOVEMBER 16, 1868 

711.554/12 

The Belgian Chargé (De Ligne) to the Secretary of State 

[Translation] 

No. 1832 WasuinerTon, April 1, 1937. 

Mr. Secretary or Strate: By letter dated September 14,2 Your 
Excellency was good enough to send to the King’s Embassy a memo- 
randum in which the Government of the United States set forth its 
arguments relative to the interpretation of the word “naturaliser” 
(naturalize) as the latter appears in the Belgo-American Convention 
of November 16, 1868. 

The document was transmitted at the proper time to the King’s 
Government which has Just sent me a new memorandum containing 
the observations to which such examination has given rise on the part 
of the Belgian Government. 

I have the honor to transmit this memoir, together with its en- 
closures, to Your Excellency, and to request you to be so good as 
to let me know whether the American authorities agree with the 
conclusions of that Exposé,—conclusions which, in the field of prac- 
tice, do not appear, for that matter, to raise any difficulty. 

I avail myself [etc.] Prince Everne pve Licns 

4 Continued from Foreign Relations, 1936, vol. 11, pp. 12-23. For text of con- 
vention, see William M. Malloy (ed.) Treaties, Conventions, etc., Between. the 
United States of America and Other Powers, 1776-1909 (Washington, Govern- 
ment Printing Office, 1910), vol. 1, p. 80, or 16 Stat, 747. 

* Foreign Relations, 1936, vol. 11, p. 19.
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[Enclosure—Translation] 

MrEMoRANDUM 

The King’s Government previously maintained that Article 1 of the 
Convention, concluded on November 16, 1868, between Belgium and 
the United States of America for the regulation of the nationality of 
emigrants sanctions by the loss of our nationality, the acquisition of 
American nationality by direct naturalization. The Government of 
the United States declares on its part that whatever may be the pro- 
visions of domestic law in the matter, we have, by virtue of the Con- 
vention, the obligation to sanction by the loss of our nationality, every 
form of American naturalization, either direct or indirect. In the 
latter term there is included, in particular, the case of the minor, 
who, because of the naturalization conferred on his father, himself 
acquires American nationality as the result of his settling in the 
United States. 

The American Government from the first rejects the conclusion 
that we have felt justified in drawing from the principal purpose of 
the Convention. According to it, the essential obligation of the Con- 
vention consists in the “unlimited and reciprocal” engagement under- 
taken by the two governments to recognize as citizens of the other 
power those who shall have been naturalized there. (Article 1) 

As to Article 3, (relating to the actions which may be brought 
against the citizens of one of the two countries, naturalized in the 
other country, on account of violations of their military obligations 
toward their country of origin) instead of determining the essential 
object of the Convention, it would only restrict the scope of Article 1, 
by authorizing the country of origin to bring actions in the case of 
desertion from an organized military or naval corps. 

It may be that the American Government has attributed such a 
scope to the Convention, but it was not so understood in Belgium. 

The preparatory work of the law approving the Convention (see an- 
nexes 7) clearly establishes that the legislator of 1869 saw no other 
merit in the Convention and did not attribute any purpose to it other 
than that of regulating the question of military obligations of Belgians 
emigrating to the United States. The exposition of reasons for the 
law states in particular: “The international act in question only rati- 
fies the principles which are included in our codes: it modifies only 
the provisions of the legislation regarding the military service as 
to what they might contain that is too rigorous.” 

This statement singularly weakens the conclusion drawn, from the 
general terms of the Convention, by the American Government. The 
latter “is of the opinion that the terms of Article 1 are clear and un- 

* None printed.
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equivocable” and that they contemplate the nationality acquired by 
any acceptable manner of naturalization “which has been or may be 
fixed by the legislation of the contracting parties”. | 

Such was not the thought of the Belgian legislator. He refers 
expressly to the domestic legislation in force and by no means intends 
to deviate therefrom. This intention was clearly manifested and we 
cannot admit that, from the vague terms of a treaty, presented by 
the Government of the United States, and accepted without observa- 
tion by Belgium, it could be deduced that the Belgian Government 
and the Belgian legislator meant to make the loss of Belgian nation- 
ality depend upon subsequent and unforeseen amendments of Ameri- 
can legislation. 

Moreover, the Belgian Government cannot admit as pertinent, the 
conclusion drawn from the adoption of the American point of view 
by the various European powers, which have concluded treaties with 
the United States similar to that of 1868. 

The interpretation maintained by Belgium does not mean that, for 
the application of the Convention, the principles of the civil code in 
force at the time of its conclusion shall be adhered to but that, for the 
decision in cases of loss of Belgian nationality, it will be necessary 
to refer to the national legislation whether existing or future. 

On this basis, the King’s Government by no means denies that a 
minor child of a Belgian, who is a naturalized American, loses his 
nationality as a Belgian, if he acquires American nationality, at the 
same time as his parents. This case is expressly regulated by Article 
18.4 of the coordinated laws on Belgian nationality. 

It limits itself to excluding from the field of application of the Con- 
vention the case of a minor child who, as his parent was naturalized 
in the United States, himself acquires American citizenship at the 
expiration of a period of five years following his own settlement in 
the United States. This particular concept was introduced into Amer- 
ican legislation by Article 5 of the Law of March 2, 1907,24 a provision 
which was itself amended by Article 2 of May 24, 1934. It could not, 
therefore, have been contemplated by the negotiators of the Treaty 
of 1868, either on the part of America or Belgium. 

The American Government makes no essential distinction between 
the immediate acquisition of American nationality by a minor child 
of a naturalized person and the postponed acquisition of such na- 
tionality resulting from settlement in the United States, the funda- 
mental principle being the family unit. 

It should be noted that, even under the American system, such 
family unit will run a great risk of not being realized, that moreover, 

* 34 Stat. 1228.
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the principle of the unit of nationality in the family was not the basis 
either of the legislation of the Civil Code nor to any extent whatever 
of present Belgian legislation, that the postponed acquisition of 
foreign nationality does not correspond to any of the groups of 
Belgian legislation; it would in particular be impossible to determine 
the essential point of ascertaining whether such acquisition is derived 
from a voluntary act of nationality or constitutes an ipso facto 
acquisition. 

The King’s Government believes that the difference of interpreta- 
tion arising from the Convention presents only a limited practical 
interest. 

It cannot be attempted, by means of this Convention, to eliminate 
all conflict between Belgian and American laws with regard to na- 
tionality. Therefore, according to the first note of the American 
Government, the Supreme Court of the United States declared: “Any 
person born in the United States and subject to the jurisdiction of this 
country, becomes by virtue of this fact a citizen of the United States 
and does not need any naturalization”. The American Government 
must, however, admit that such person if he is born of a Belgian 
father will retain the nationality of his parent. And if the latter has 
himself naturalized—which can have no effect on the status of the 
person born in the United States—the child will continue nevertheless 
to have Belgian citizenship. This case, however, is not regulated by 

the Convention, however broad may be the interpretation given to it. 
The only point upon which the King’s Government cannot agree 

with American authorities concerns the case of a person who acquires 
American nationality as a result of the naturalization granted to his 
parent but after his own establishment in the United States. 

It should be observed that the interested parties remain free to sign 
a declaration renouncing Belgian nationality, a declaration which 
may even be signed before the diplomatic or consular agent of their 
residents (Article 18, 1, 2, a1 and 22 of the coordinated laws on Bel- 
gian nationality). 

The King’s Government is moreover entirely willing to grant the 
authorization provided for in Article 18, 1, 3, a1, of these laws without 
objection, to those who find themselves under the obligation of re- 
questing it. 

Such appears to be the conclusion to be derived from our exchange 
cf views with the American Government.” 

*No further correspondence on this matter prior to the outbreak of World 
War II has been found in Department files.
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NEGOTIATIONS RESPECTING A TRADE AGREEMENT BETWEEN THE 

UNITED STATES AND CZECHOSLOVAKIA? 

611.60F31/192 

The Department of State to the Czechoslovak Legation 

Awr-MéMorre 

It will be recalled that on March 29, 1935, a temporary commercial 
arrangement between Czechoslovakia and the United States was 

arrived at by an exchange of notes.? 
Subsequent to the exchange of notes which constitute the present 

temporary commercial modus vivendi between the United States and 
Czechoslovakia, proposals were made by the Czechoslovak Legation 
to the end that negotiations might be undertaken looking to the 
conclusion of a trade agreement which would involve mutual reduc- 
tion in the barriers to Czech-American commerce. As a result of 
the close study given to these proposals, the American Government 
felt that there were certain features of the Czechoslovak commercial 
policy which required clarification before a decision could be reached. 
Consequently, on November 27, 1935, an aide-mémoire was presented 
to the Czechoslovak Minister in Washington,’ in which certain con- 
siderations were set forth. 

It is now apparent that the considerations presented in that azde- 
mémoire have in the main been clarified. The American Government 
notes with satisfaction the improvement which the Czechoslovak 
Government has made in its treatment of American trade and the 
assurances which it has given that certain practices which have caused 
this Government concern will be modified. 

In the meantime, the American Government, animated by a sincere 
desire to accede to the wish of the Czechoslovak Government to pro- 
ceed with the negotiation of a trade agreement, has been giving serious 
study to the possibilities of an agreement which would offer oppor- 
tunities for a substantial expansion of trade between the two coun- 

1Hor previous correspondence respecting trade relations between the United 
States and Czechoslovakia, see Foreign Relations, 1936, vol. 11, pp. 24 ff. 

* Tbid., 1935, vol. m1, p. 145. 
* Tbid., p. 160. 
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iries. It considers that the time is now opportune for the initiation 
of negotiations for such an agreement. 

This Government feels, however, that such a trade agreement should 

contain more specific provision than is contained in the present modus 
vivendi with respect to the preferential treatment which may be ac- 
corded by Czechoslovakia to the trade of certain countries of south- 
eastern Europe. As the Czechoslovak Government has already been 
informed, the American Government considers the provisions of the 
present modus vivendi regarding preferences to certain countries un- 
satisfactory as a permanent basis for its relations with Czechoslovakia. 
This Government would, therefore, appreciate an indication from the 
Czechoslovak Government whether, during the course of negotiations 
for a trade agreement, the latter Government will be disposed to de- 
fine and limit the preferences it may wish to reserve the right to 
accord in derogation of most-favored-nation treatment, using as a 

basis for discussion the principles enumerated in the aide-mémoire 
of November 27, 1935. 
During the course of the negotiations the United States will pro- 

pose the inclusion in the trade agreement of certain general pro- 
visions different from the ones in the modus vivendi on matters other 
than those having to do with the preferences to southeastern European 

countries. 
Furthermore, it may be appropriate to acquaint the Czechoslovak 

Government with the procedure which the United States now follows 
in the negotiation of a trade agreement under the Trade Agreements 
Act. Exploratory conversations such as those which are now being 
carried on between Czechoslovakia and the United States precede a 
preliminary public announcement that the negotiation of a trade 
agreement is contemplated. Such an announcement includes the 
statement that at a later date public announcement will be made in: 
this country of the articles under consideration as subjects for con- 
cessions to be granted to the other country. This second announce- 
ment constitutes a formal invitation to our domestic interests to sub- 
mit briefs with respect to the listed articles and sets a date for public 
hearings before the Committee for Reciprocity Information. Mean- 
while, it is expected that negotiations will be actively proceeding with 
respect to the general provisions as well as the reciprocal concessions 
with a view to the conclusion of an agreement as soon as practicable 
following completion of the above mentioned public hearings in this 
country, which the Trade Agreements Act requires. The foregoing, 
of course, involves only our own procedure here and does not involve 
this Government’s making public announcement, prior to the con- 

* Approved June 12, 1934; 48 Stat. 943.
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clusion of an agreement, of the products on which we would seek 
concessions from the other country. 

If the Czechoslovak Government is disposed to accept the proposed 
basis for discussion of the Danubian preferences and has no objection 
to the procedure followed by the United States in the negotiation of 
a trade agreement, as briefly outlined above, the Government of the 
United States will be prepared to initiate conversations and to make 
‘preliminary announcement that the negotiation of a trade agreement 
is contemplated, to be followed as soon as possible by formal announce- 
ment of intention to negotiate accompanied by a list of products under 
consideration as subjects for concession to Czechoslovakia. 

WasuinerTon, March 27, 1937. 

611.60F31/192 

Memorandum by the Chief of the Dwision of Trade Agreements 
(Hawkins) 

[ WasHineron,| March 27, 1937. 

Conversation: Mr. Otakar Kabelaé, Chargé d’Affaires of the Czecho- 
slovak Legation 

Mr. Sayre® 
Mr. Culbertson ¢ 
Mr. Hawkins 

Mr. Kabelaé came in by appointment and was given the attached 
Aide-Mémoire™ proposing the initiation of negotiations for a trade 
agreement. In discussing the matter with him Mr. Sayre called par- 
ticular attention to the request on page 3 for an indication from the 
Czechoslovak Government whether it would be prepared to negotiate 
on the basis of the general principles relating to Danubian preferences 
which were outlined in this Government’s Aide-Mémoire of November 
27, 1935.7 

Mr. Kabelaé said that he was doubtful as to what his Government’s 
attitude would be on the Danubian preference question. He said that 

his Government had been inclined to feel, when the same question was 
raised some time ago, that it would be necessary to retain its freedom 
to develop the preferential system further.* Mr. Kabelaé also said 
that he would like to discuss the question with us further, with a 

°Francis B. Sayre, Assistant Secretary of State. 
* Paul T. Culbertson, Assistant Chief of the Division of European Affairs. 

te Fe roign Relations, 1935, vol. 11, p. 160. 
* This does not conform to our understanding of the position previously taken 

by the Czechoslovak Government. [Footnote in the original.]
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view to getting in mind more precisely the nature of the provisions 
pertaining to Danubian preferences which we would want to include 
in the agreement. Mr. Sayre stated that we would be glad to discuss 
the matter again, and suggested that Mr. Kabelaé get in touch with 
Mr. Hawkins next week. In the course of the discussion it was made 
clear to Mr. Kabelaé that is it not our intention to work out the Danu- 
bian preference provisions in any detail preliminary to announcing 
negotiations; that this would be left for the negotiations themselves. 
The only thing we had in mind now was getting the assent of the 
Czechoslovak Government to basing the negotiations on the general 
principles laid down in our Azde-Mémoire of November 27, 1935. 

611.60F 31/185 : Telegram 

The Minister in Czechoslovakia (Wright) to the Secretary of State 

Prana, March 380, 1987—4 p. m. 
[Received March 80—12:40 p. m.| 

16. Your telegram No. 6, March 27, 2 p.m. Proposal for under- 

taking of trade agreement negotiations discussed today with Minister 
for Foreign Affairs ® and Chief of Economic Section Foreign Office 
and copy of azde-mémoire given to each. Czech Legation has reported 
receipt of your note and immediate consideration of matter is prom- 
ised. 

Wricur 

611.60F31/186 : Telegram a 

The Minister in Czechoslovakia (Wright) to the Secretary of State 

, Prana, April 1, 1937—4 p. m. 
[Received April 1—1:05 p. m.] 

17. My 16, March 80, 4 p.m. Proposal discussed yesterday with 
Stangler?® who promises early consideration. He inquires whether 

information is now available regarding the general provisions whose 
inclusion we intend to propose referred to in last paragraph page 3 of 
aide-mémoire and will probably instruct Czech Legation to inquire. 
I think that such information as may properly be given me on this 
point will expedite action here. 

| WricHT 

* Not printed. 
°K. Krofta. 
* Alois Stangler, of the Economic Section. of the Czechoslovak Foreign Office.
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611.60F31/187 : Telegram 

The Minister in Czechoslovakia (Wright) to the Secretary of State 

Prana, April 8, 1937—11 a. m. 
[Received April 8—9:10 a. m.] 

19. My 16, March 380, 4 p. m., and 17, April1,4 p.m. Aide-mémoire 
from Foreign Office dated April 7 states that this Government is “dis- 
posed to proceed with the negotiations for a reciprocal trade agree- 
ment with the Government of the United States”. It has taken note 
of our procedure in such negotiations and is of the opinion that even 
before formal announcement of intention to negotiate it might be pos- 
sible “to deal with the wording of the treaty and chiefly its stipula- 
tions concerning the preferential treatment in regard to the Danube 
countries as well as other general provisions of the treaty”. It will 
therefore shortly submit “a proposal for an arrangement of the said 
Danube preferential system as originally mentioned in the atde-mém- 
oire dated March 30 [27], 1937”. As regards wording it is willing 
to accept text of such other trade agreements which “both in regard 
to the customs tariff questions and import license system might be 
best suitable to the economic conditions prevailing in Central Eu- 
rope”. Czech Legation will be telegraphically informed. Text by 
mail," 

I still believe that information suggested in my 17 will facilitate 
preparatory study here. 

Wricntr 

611.60F31/191 : Telegram 

The Secretary of State to the Minister in Czechoslovakia (Wright) 

WasuinerTon, April 12, 1937—7 p. m. 

9. Your 17, April 1, 4 p. m., and 19, April 8, 11 a.m. Most of the 
general provisions which we shall propose for negotiation are iden- 
tical with those found in trade agreements already concluded, copies 
of which the Czechoslovak Government doubtless has. A few stand- 
ard articles such as that relating to exchange have recently been 
revised. Sets of standard provisions will be forwarded to you at an 
early date and furnished at the appropriate time to the Czechoslovak 
Legation here. 

On April 9 we informed the Czechoslovak Chargé d’Affaires that 
it is not desirable at this stage to attempt to work out in detail the 
language of the general provisions but only to arrive at an under- 
standing of the general principles which will govern the negotiations. 

“Not printed.
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We stated that the Czechoslovak Government must be aware of the 
general provisions which have been included in our other trade agree- 
ments and that similar provisions would have to be included in a 
trade agreement with Czechoslovakia. 

In regard to the Danubian preference question we stated that all 
‘that seemed to us to be necessary prior to making public announce- 
ment was acceptance by Czechoslovakia of the broad principles laid 
down in our aide-mémoire of November 27, 1935, the chief of which 
was that preferences accorded to Danubian countries should be speci- 
fied and limited. The amount of preferences to be accorded would be 
a subject of negotiation. We stated that a reply merely accepting the 
above-mentioned principles as a basis for discussion would be adequate 
from our standpoint. 

We explained that the reasons for not attempting to work out the 
provisions of the agreement in any detail prior to announcement of 
negotiations are (1) the desirability of launching these negotiations 
before our program of negotiations with other countries becomes too 
crowded and (2) the undesirability from a domestic standpoint of 
proceeding too far with the negotiations in advance of public an- 
nouncement. We also pointed out that the modus vivendt is only tem- 
porary and if we allow matters to drift too long without placing our 
relations on a more satisfactory basis we are likely to encounter 

increasing criticism in this country. 
Please convey the sense of the above to the Czechoslovak authorities 

and attempt to elicit from them a satisfactory answer to our aides- 
mémoire of November 27, 1935 and March 27, 1937. 

Huu 

€11.60F31/194 : Telegram 

The Minister in Czechoslovakia (Wright) to the Secretary of State 

Prana, April 14, 1937—5 p. m. 
[Received April 14—2:40 p. m.] 

22. Substance of your 9, April 12, 7 p. m., communicated on 18th 
instant to Stangler supported by atde-mémoire. He informed me 
orally that the wording of the atde-mémoire of Foreign Office of April 
7, while perhaps not as exactly worded as it might have been was 
intended to convey willingness to define and limit the preferences it 
may wish to reserve the right to accord in derogation of most favored 
nation treatment, using as a basis for discussion the principles enu- 
merated in the azde-mémoire of November 27, 1935, within the mean- 
ing and intent of that sentence of the aforesaid aide-mémoire reading 
“such comment as the Czechoslovak Government may offer in refer-
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ence to the foregoing considerations will be received with interest and 
will be given careful consideration”. The text of this portion of this 
telegram has been submitted to and confirmed by Stangler in writing. 

He informs me confidentially that an example of the reason for in- 
voking this proviso with regard to the principles contained in the 
1935 aide-mémoire is the inability of his Government at present to 
fulfill the undertaking that all measures shall be “publicly announced” 
because in such cases as the treaty with Austria,” other governments 
parties to agreements will not consent to publication although this 
Government is willing at all times to do so. He said, however, that 
this was not to be interpreted as any lack of desire or intention to 
make all such agreements known to us and that if a trade agreement 
should be concluded upon such general principles his Government 
would undertake so to inform us. : 

WrRricHtT 

611.60F31/199 : Telegram 

The Secretary of State to the Minister in Czechoslovakia (Wright) 

Wasuineton, April 29, 1937—2 p. m. 

18. My 12, April 20,5 p. m.* Your 19, April 8, 11 a. m., 22, April 
14,5 p. m., and despatch No. 675, April 8.74 

On the basis of your telegram 22 and the Czechoslovak Aide- 
Mémoire of April 7* enclosed with your despatch 675, we have in- 
formed the Czechoslovak Legation here that we are disposed to pro- 
ceed with the preliminary announcement that the negotiation of a 
trade agreement with Czechoslovakia is contemplated, and that we 
wish to make this announcement during the first week of May. When 
the Legation informs us that this is agreeable to the Czechoslovak 
Government the exact date can be determined * and the Legation here 
and you will be informed. We have requested that until the date 
of the announcement, the Czechoslovak Government refrain from giv- 
ing any publicity to the impending negotiations. 

We explained to the Legation that the purpose of the preliminary 
announcement is to afford American interests an opportunity to 
present any views which they may have as to the products to be cov- 
ered so that when formal announcement is made, a list of the items 
on which the United States will consider granting concessions can 

“Commercial agreement supplement to Agreement of May 4, 1921, signed 
April 2, 1936 ; League of Nations Treaty Series, vol. ctxxx, p. 51. 

* Not printed. 
* Despatch No. 675 not printed. 
* Having been informed by telegram No. 23, April 30, 1937, from the Minister 

in Czechoslovakia that the date was agreeable to the Czechoslovak Government, 
the Department issued a preliminary announcement on May 7, 1937; see De- 
partment of State, Press Releases, May 8, 1937, p. 317.
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be published in connection therewith. We have expressed to the 
Legation the hope that the Czechoslovak Government would immedi- 
ately begin the formulation of a list of the products on which it would 
request concessions from the United States, and explained in this 
connection that the Czechoslovak Government need not at this stage 
decide upon the exact nature of the concessions to be requested, but 
only upon the list of products which it will probably want to have 
considered in the course of the negotiations. 

Hui 

611.60F 31/251 

Memorandum by Mr. David Williamson of the Division of European 
Affairs 

| -[Wasuineton,] July 16, 1937. 

Mr. Kabeldé, Secretary of the Czechoslovakian Legation, left the 
attached list of the commodities which the Czechoslovakian Govern- 
ment wishes to discuss during the trade agreement negotiations.’® 

He made the interesting remark that the Czechoslovakian Govern- 
ment appreciated our difficulties in reducing the tariff on shoes and 
that his Government would be willing to have the present duty bound 
on Mackay and cemented shoes. On rubber-soled footwear with fabric 
uppers (1530 (e) of the tariff), the Czechoslovakian Government re- 
quests “foreign valuation” instead of “American valuation”, and if 
possible a reduction in duty. —_ 

~ I handed Mr. Kabelaé a list of items on which the United States 
will request concessions from Czechoslovakia.” In accordance with 
the instructions of the Trade Agreements Committee, Mr. Kabela¢ was 
informed that we expect the general provisions to contain suitable 
safeguards with reference to the treatment of American products (not 
on the list of desiderata) which are not now subject to import permit 
requirements. 

611.60F31/262 

Memorandum by the Assistant Chief of the Division of European 
| | Affairs (Culbertson) 

-- [Wasuineron,| August 2, 1937. 

Mr. Kabeléé came in this afternoon to discuss certain questions 
with regard to the forthcoming trade agreement negotiations. He left 
with me the attached list of items** with the request that the first 

* List not printed. 
* List not attached to file copy. 
* Not printed.
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four be omitted from the published list, and that the last two items: 
be included. He stated that all of these items are on the list which 
was presented to him by the Department some time ago. 

He asked what decision if any had been reached with regard to the 
Czech request on beer and two or three other items. I told him that I 
had just returned this morning and would have to look into that. 
question. 

Mr. Kabelaé said that a list of commodities on which we would 
seek concessions from Czechoslovakia had been received in Prague, 
and that he had just this morning received a telegram from Stangler 
indicating that Stangler was rather confused with regard to this 
list and wondered whether we could indicate to the Czechs at least 
the nature of the concession we would seek with regard to each indi- 
vidual item. I told Kabeléé that our studies so far made were only 
preliminary, but that I would see whether it might not be possible 
to give his Government such indications. He also suggested that his 
Government might wish some of these commodities left off the list 
just as we had asked them to omit some of the items which they had 
included in their list. I told Kabel4é that the situation would seem 
to be a little different in that we were under obligation to publish the 
list of commodities which we were considering, but I did not believe 
that his Government was under such an obligation. 

Mr. Kabel&é then inquired what my ideas were with regard to pro- 
cedure in negotiations. I told him that I felt that we might, prior to 
the conclusion of the public hearings, undertake sessions with regard 
to the general provisions and also with regard to the question of 
Danubian preference. His inquiries with regard to the general 
provisions were enough to indicate that he had not even read the 
mimeographed draft which I gave him some weeks ago. I told him 
that his Government should consider this mimeographed draft as our 
proposal, and that it should study the draft in that light, accepting 
as many of the provisions as it can, and preparing counter-proposals 
on any articles with which the Czech Government finds difficulty. 

P[au.| T. C[utsertson } 

611.60F31/258 | 

Memorandum by Mr. William P. Cochran of the Division of Trade 
| Agreements 

7 [Wasuineton,] August 12, 1937. 

Conversation: Mr. Kabeléé, Secretary of the Czechoslovak Legation. 
Mr. Culbertson, European Division. 
Mr. Cochran, Division of Trade Agreements.
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Six questions were discussed, as follows: 

1. Mr. Culbertson carefully reviewed the proposed draft general 

provisions, with Mr. Kabelaé, article by article, explaining the general 

objectives of each clause. He emphasized the importance of the 

articles on quantitative restrictions, exchange control, monopolies, et. 

cetera. After asking several questions, Mr. Kabeldd declared himself 

satisfied (a) that he understood the reasons for the various clauses, 

and (b) that he would be able to explain our general position to the 

Foreign Office in Prague. 

2. Mr. Culbertson then discussed the question of Danubian pref- 

erences, commenting especially on the fact that recognition of such 

preferences by us would constitute a definite exception to our general 

and well-established policy of unrestricted and unconditional most- 

favored-nation treatment. He repeated that we hoped preference was 

a temporary situation, and stated that our recognition thereof held 

no permanent policy connotations. Following the outline of the 

attached memorandum, he then elaborated a little on the various por- 

tions thereof to be sure that Mr. Kabel4¢ understood our approach to 

the problem. A copy of the memorandum was given to Mr. Kabelac, 

with the definite understanding that it was wholly informal and that 

it involved no commitment, as our policy has.not yet been decided. 

3. Mr. Kabel&¢ was then presented with a copy of the list of 
articles ® which it is hoped to publish at the time of the public notice 
of intention to negotiate a trade agreement with Czechoslovakia. Mr. 
Kabela¢ is to take this list to Prague and telegraph to his Legation in 
Washington his Government’s reaction.” If there is no objection to 
the list on the part of Czechoslovakia, public notice will be issued as 
soon as possible. 

Mr. Culbertson called attention to the fact that beer is included in 
the list. He voiced his fear that its inclusion might be misinterpreted 
by the brewing interests in Czechoslovakia, and asked Mr. Kabela¢ 
to make it very plain in Prague that such publication did not mean 
that a concession would necessarily be granted. Mr. Culbertson ex- 
plained that the Secretary had tentatively approved its inclusion, 

but that the whole list was subject to change if necessary ; assuring Mr. 
Kabelat, however, that any changes in the list itself would be tele- 
graphed to Prague for discussion with the Government of Czecho- 

slovakia prior to publication. 
Mr. Culbertson also remarked that the wording of the first page, 

im particular, was still subject to change, but that any such changes 
would not affect the substance of the paragraph. 

* Department of State, Press Releases, September 4, 1937, p. 197. 
* The Czechoslovak Legation informed the Department on August 25 that the 

Czechoslovak Government agreed to the public announcement of intention to 
negotiate and to the publication of the list.
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It was pointed out that the wording of the list itself is that ap- 
proved; and considered necessary, by our Treasury Department 

experts. | 

4, Referring to Mr. Kabela¢’s previously expressed desire for some 
indication regarding the nature of our requests or Schedule I articles 
(a list of which has already been furnished the Czechoslovak Lega- 
tion), Mr. Culbertson said that we planned to present our commodity 
studies and digests to the Trade Agreements Committee for approval 
in the near future; and to ask authorization to present to the Czechs 
a tentative list of our requests on the various products in question, such 
list to be subject to revision as a result of hearings before the Commit- 
tee for Reciprocity Information. He added that we hoped to be able 
to send this list to Prague, through our Legation, for submission to 

Dr. Stangler during Mr. Kabelaé’s stay in Prague. | 
5. Mr. Kabela¢ then asked what dates had been set for hearings. 

It was explained that no dates could be set until the date of the public 
notice was known; but that we hoped to issue the announcement of 
intention to negotiate during the week of Mr. Kabelaé’s arrival in 
Prague (August 23-28), and that if this were done oral hearings 
would be held sometime in October. Mr. Kabeli¢ asked when the 
Czechoslovak delegation should arrive, and Mr. Culbertson said that 
while he believed Mr. Kabeléié would be back in time to discuss that 
detail, he thought they should plan to come some time in October. 

6. Mr. Kabelaé said that it appeared that the Czechoslovak delega- 
tion might be rather large, mentioning four members (including 
representatives of the Ministry of Commerce and the National Bank) 
and asked our opinion on the subject. Mr. Culbertson said that the 
size of the delegation was of course a matter for Czechoslovakia to 
decide, adding that he and Mr. Cochran would attend all of the 
meetings during the negotiations, being assisted from time to time 
as necessary by experts from the Tariff Commission, the Treasury 
Department, et cetera, and that Mr. Hawkins would also take part 
in the negotiations as far as his time permitted. | 

[Annex] 

Memorandum by Mr. William P. Cochran of the Division of Trade 
Agreements 

[Wasuineton,] August 12, 19387. 

Subject : Danubian Preferences 

1. The entire commercial policy of the Government of the United 
States is based on the principle of unrestricted and unconditional
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most-favored-nation treatment. Its acceptance of any derogations of 
this principle which may appear justifiable on economic grounds, 
must be considered as a temporary policy without permanent im- 
plications. 

2. The Department’s general position is still as outlined in its 
aide-mémoire of November 27, 1935. 

3. The Committee on Regional Preferences has not yet rendered 
its detailed report. Consequently, it is not possible for us to take 
any definite position at this time. 

4, It is, however, tentatively suggested that discussions of Danu- 
bian preferences, within the limits of the general principles set forth 
in the aide-mémoire, might begin on the basis of four lists of products, 
as follows: 

( a) Commodities of which the United States is a predominant 
supplier, on which the United States would desire to accede to no 
preference. 

(6) Commodities supplied primarily by the Danubian countries 
and of little interest to us, on which we would expect no commitment 
relative to preference, leaving Czechoslovakia a free hand. 1t might 
be better to do this by omission, or by indirection through List (d). 

(ce) Commodities supplied in appreciable proportion by both the 
United States and the Danubian countries, on which preference, if 
granted, would have to be specified and limited. 

(@) On all other commodities, we should like to be consulted before 
preference is granted. (It is not our intention to object to such action 
except where our interests are involved.) | 

5. As regards List (c), in particular, preferences would have to be 
specific and limited ; that is, granted only on certain specified products, 
to certain designated countries, by clearly defined measures. 

6. It would seem, therefore, that Czechoslovakia might prepare the 
following: 

(2) List of countries to whom it is planned to grant preferential 
treatment. 

(6) List of products on which she expects to grant preferences to 
the Danubian countries. (“Preference” means any variation from 
unconditional most-favored-nation treatment.) 

(c) Indicate the type or method of preference under consideration. 
It is understood that Czechoslovakia grants preference, not by means 
of special tariff duties, but through the preferential allocation of 
import quotas. If this is the system of preference to be used in the 
future, List B above would include those products on which Czecho- 
slovakia may desire not to grant us “fair and equitable treatment.” 
(“Fair and equitable treatment” with regard to import quotas has 
been defined as a proportion of the total quota equivalent to the share 
enj oyed during a previous representative period.) 

(@) Indicate the amount of preference it is desired to concede to the 
Danubian countries. 

982609—54——17
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[For text of public announcement of intention to negotiate a trade 
agreement with Czechoslovakia, issued by the Department of State 

on August 31, 19387, see Department of State, Press Releases, Septem- 

ber 4, 1937, page 195. For text of supplementary announcement, issued 

September 9, 1937, see zbid., September 11, 1987, page 224. | 

611.60F31/526a : Telegram 

The Secretary of State to the Minister in Czechoslovakia (Carr) 

WasHincron, December 10, 1937—7 p. m. 

48. The first session of the trade agreement negotiations was held 
yesterday. We presented to the Czech delegation a list of our requests 
and a list of the Czech commodities on which we are prepared to 
grant concessions. The actual concessions were included in the list 
handed to the Czechs. It was explained to the Czech delegation that 
the offers which we are now making must in all circumstances be kept 
strictly confidential, and that under no circumstances should informa- 
tion with regard to these proposals be allowed to leak so as to reach the 
hands of outside private parties. It was pointed out that if for in- 
stance our proposals in connection with shoes and certain other items 
should become public at this stage the whole agreement would be 
placed in jeopardy. I am sure that the Czech delegation will make 
every effort to abide by our wishes in this matter. However, I think 
it might be helpful for you to call on the Minister for Foreign Affairs 

: and explain to him that you had been requested to call and emphasize 
the importance of keeping our offers strictly confidential. 

Hout. 

611.60F31/538a 

The Department of State to the Czechoslovak Legation 

MeEemoraNDUM 

The Trade Agreements Program of the Government of the United 
States is designed to bring about the reduction and elimination of ex- 
cessive barriers to international trade. It is a part of a major concep- 
tion looking to world peace and harmony. The cooperation of other 
Governments is essential in the realization of the gcod thus envisaged. 

The American Government has offered to the Czechoslovak Gov- 
ernment a liberalization of its present trade restrictions. There are 
no restrictions on Czechoslovak trade with the United States other 
than non-discriminatory customs duties, and the American Govern- 
ment is prepared to reduce the duties on certain products of particular
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interest to Czechoslovakia. The American Government in its request 

of the Czechoslovak Government has proposed the suppression of 

quantitative restrictions on a limited number of articles imported into 

Czechoslovakia. Without such suppression, it will not be possible for 

trade to develop naturally, nor for products of particular interest to 

the United States to be imported into Czechoslovakia on a basis com- 

parable to that on which all Czechoslovak products are permitted to 

be imported into the United States. That such a request would be: 

made was indicated in the memorandum which accompanied the pre- 

liminary American request list which was submitted in August. The 
American Government does not request that the Czechoslovak Gov- 

ernment make this change in its entire system of trade-control, but 

the American Government does feel justified in requesting that with 

respect to the very limited number of products indicated in its pro- 
posals the Czechoslovak Government will eliminate quantitative re- 
strictions and thus take a small step in the direction of returning trade 
to normal competitive channels. In return for such a step on the part 
of the Czechoslovak Government the Government of the United States 
has offered and is prepared to give substantial benefits in the American 
market to Czechoslovak exports. 

WasHineron, December 11, 1937. 

611.60F31/580a : Telegram 

The Secretary of State to the Minister in Czechoslovakia (Carr) 

WASHINGTON, December 12, 1937—4 p. m. 

49. Our list of requests for concessions by Czechoslovakia in the 

proposed trade agreement was presented to the Czechoslovak delega- 
tion last Thursday. We have asked for suppression of import permit 
requirements and quantitative limitations on the items appearing on 
our list. Many of these are already free from such restriction or limi- 
tation. In spite of the fact that the memorandum which accompanied 
cur preliminary request list of last August ” stated that requests for 
suppression of quantitative restrictions on certain products would be 
made the Czechoslovak delegation has expressed complete surprise 
at our requests as now presented and states that it is not authorized 
to negotiate on that basis. We have asked that the delegation put the 
matter before the Czechoslovak government for consideration and 

decision. 
The Czechoslovak delegation has taken the position that because of. 

the restrictive systems maintained by other European countries Czech- 

= December 9. 
Not found in Department files.
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oslovakia cannot change her protective system to the extent of com- 
pletely abolishing quantitative restrictions. We have pointed out the 
broad underlying principles of our program which looks to the break- 
ing down or removal of excessive barriers and that we feel fully justi- 
fied in expecting Czechoslovakia to take a partial step in this direction 
at this time. We have stressed the fact that we are not asking Czecho- 
slovakia to abandon her whole system of quantitative restrictions. 
Our requests cover a very limited part of Czechoslovakia’s total import 
trade and involve commodities of direct interest to the United States. 
Out of the thousands of products covered by the Czechoslovak tariff 
we are requesting the abolition of quantitative restrictions on only 25 

or 80 items and since these are products of primary interest to the 
United States, Czechoslovakia’s trade in these products with third 
countries would in many cases be affected only in a relatively minor 
degree. : 

We are not asking Czechoslovakia to take this step gratuitously. 
We have offered and are prepared to grant to Czechoslovakia sub- 
stantial concessions on 49 items. What we will ultimately give is 
necessarily contingent on-the nature and extent of Czechoslovakia’s 
concessions to us. 

Please discuss this matter with the appropriate Czechoslovak au- 
thorities in the above sense, stressing the fact that our requests for the 
suppression of quantitative restrictions refers to a very limited number 
of products and hence in no sense implies any revolutionary changes in 
this respect in Czechoslovakia’s trade control system as a whole. 

| HU 

611.60F31/531 : Telegram 

Lhe Minister in Czechoslovakia (Carr) to the Secretary of State — 

Prawa, December 14, 1937—4 p. m. 
: [Received December 14—2:21 p. m.] 

78. Your 49, December 11 [72],4 p.m. Last night I called on the 
Chief of the Economic Section of the Foreign Office, presented him 
an aide-mémoire embodying the substance of your telegram and add- 
ing oral explanations and arguments in favor of granting your request 
for suppression of import permit requirements and quantitative lim- 
itations upon certain products. Minister Friedmann referred to the 
three groups in your preliminary list of August and said he under- 
stood our demands for quantitative restrictions would revolve around 
the point of determining quotas for American commodities involved 
and that his delegation had full authority to negotiate on that basis. 
I pointed out that a cardinal principle in your policy was the gradual
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removal of artificial trade barriers and that you desired Czechoslo- 
vakia to make a contribution by modification of her import permit 
requirements and suppression of quantitative restrictions on a limited 
number of articles. He replied that in principle he favored this but 
in practice it was impossible in view of the economic position of 
Czechoslovakia’s neighbors mentioning Germany and the central and 
southern European countries which necessitates trade being conducted 
on a controlled exchange basis through import permits and quantita- 
tive restrictions. Hence, he said it was absolutely out of the question 
for Czechoslovakia to give up this system. He had no report from the 

- delegation and if none comes will telegraph for one today. 
Your telegram relates to suppression of import permits and quanti- 

tative limitations whereas confidential memorandum enclosed with 
your 209 of September 15, 1937,23 seems to relate to suppression of im- 
port permits on certain items but not to suppression of quantitative 
limitations. Foreign Office view except as to permits does not there- 
fore conflict with confidential memorandum as we understand. Please 
clarify. 

Carr 

611.60F31/533 : Telegram 

The Minister in Czechoslovakia (Carr) to the Secretary of State 

Prawa, December 18, 1937—1 p. m. 
[Received 1: 55 p. m. | 

74. My No. 73, December 14,4 p.m. At his request I discussed with 
Minister Friedmann yesterday report just received from Czechoslovak 
delegation. He confirmed surprise of delegation at changes which 
they claim United States has injected into negotiations amounting 
to cancellation of part of original demands and substitution of others. 
He said this Government had assumed that only matters to be con- 
sidered were Czechoslovakia’s original list and that of the United 
States with memorandum of August 9, 1937,%4 in which commodities 
were divided into three groups according to treatment to be requested. 
This view was further strengthened by refusal of the Department to 
include for negotiation new demands of Czechoslovak industrialists 
submitted in September by Legation in Washington. He feels now 
that if change in the American demands prove to be substantial, 

Czechoslovakia will find it necessary to review her entire position and 
possibly enlarge her original demands. The report of the delegation 
is not sufficiently lucid to enable him to decide upon course to be fol- 
lowed and further report has been requested. 

* Instruction not printed; memorandum not found in Department files. 
Memorandum not found in Department files.
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Minister Friedmann reiterated his statement that a general sup- 
pression of import permit and quantitative restrictions (which he re- 
gards as together constituting a single method of quantitative limita- 
tion) is impossible since 67 percent of Czechoslovakia’s export trade 
goes to countries which regulate their foreign trade through that 
control system. Nevertheless, and subsequently adhering to this prin- 
ciple, Czechoslovakia is in sympathy with your policy and anxious to 
do all in its power to moderate and remove trade barriers and hence 
it would be willing to inspect and study the problem of suppressing 
import permit requirements and quantitative restrictions on individ- 
ual items in the light of three important and inter-related factors: 

1. The degree to which removal of such restrictions would affect 
the “life interests” of Czechoslovakia. 

2. The amount of pressure which the United States would exert 
on Czechoslovakia to obtain duty concessions on those specific 
items which might also come into consideration in connection with 
the removal of import permit requirements and the suppression of 
quantitative restrictions and, 

3. The degree to which Czechoslovakia’s demands of the United 
States are complied with particularly concessions which might be 
made in connection with the problem of Danubian preference. 

This seems to indicate slight favorable change in position though 
the conditions mentioned may make it of little value. It is of utmost 
importance in my opinion to convince the delegation that they are not 
engaged in horse trading such as is practiced in Europe. 

Specific mention of Swiss and Netherlands agreements without 
suppression of quantitative restrictions implies that the Minister be- 
lieves that Czechoslovakia is being requested to make a concession 
not exacted of other European governments. Suggest delegation’s 
minds be fully disabused of this idea. 
Friedmann voluntarily made a long exposition of central European 

policy and necessity of promoting economic welfare of central Kuro- 
pean and Danubian area. I pointed out that we recognized that situa- 
tion in according limited Danubian preferences in modus vivendi and 
considering them in present negotiations. He expressed apprecia- 
tion and said inclusion of certain Danubian preferences in the new 
agreement would set an admirable example to other powers and 
that benefits would be not only economic but pacific. Belief is that 
this question is regarded here as politically important. 

Throughout my conversations I have made it clear that all negotia- 
tions are conducted in Washington and that my function is merely 
to help to maintain clear understanding between the Department and 
the authorities here. 

CaRR
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611.60F31/531: Telegram 

The Secretary of State to the Minister in Czechoslovakia (Carr) 

Wasuineron, December 20, 1937—noon. 

52. Your telegram 73, December 14, 4 p. m., last paragraph. The 
memorandum enclosed with despatch 209 of September 15 was meant 
to cover both import licenses and fixed quantitative restrictions. 
While we regret that there may have been confusion in the minds of 
the Czechoslovaks with regard to just what we had in mind, it seems 
evident to us that there is no great distinction between fixed quantita- 
tive allocations, that is fixed quotas, and the arbitrary restriction and 
control of trade through an import permit system. Under a fixed 
quantitative allocation American exporters know just how much of 
any commodity they may export to Czechoslovakia within a given 
period. Where there is no fixed quantitative allocation the American 
exporter has no idea how much of a given commodity may be exported. 
Either system involves quantitative limitation, otherwise the system 
of import permits has no purpose. 

Ho 

DISCONTINUANCE BY CZECHOSLOVAK GOVERNMENT OF PAYMENT 

OF BOUNTIES ON CERTAIN EXPORTS TO THE UNITED STATES FOL- 

LOWING REPRESENTATIONS BY THE AMERICAN GOVERNMENT 

611.60F8/1: Telegram 

The Secretary of State to the Chargé in Czechoslovakia (Chapin) 

Wasuineron, April 13, 1937—1 p. m. 

10. The Treasury has official information that the Government of 
Czechoslovakia may pay or bestow bounties or grants on exports from 
that country as follows: barley 30 crowns; malt 40 crowns; rye 38 
crowns; oats 36 crowns per 100 kilograms. The information shows 
that exporters of malt now receive certificates from the Czechoslovak 

Government which entitle them to the remission of customs duties 
on the importation into Czechoslovakia of certain designated articles, 
and it appears likely that exporters of the other commodities may 
receive such certificates in the future. It is considered that the remis- 
sion of customs duties upon imports in consideration of the exporta- 
tion of the commodities mentioned involves a payment of a bounty or 
bestowal of a grant upon exportation within the purview of Section 
303 of the Tariff Act of 1930,” and a declaration of bounty pursuant 
to that Section is in contemplation. 

* 46 Stat. 590, 687.
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You are requested to inform the Czechoslovak authorities that while 
we are extremely anxious to make it possible to avoid the publication 
of a declaration of bounty, such a declaration is mandatory under our 
law. Hence in order to avoid a declaration of bounty and imposition 
of additional duty it is necessary that the practice described above be 
discontinued so far as exports to the United States are concerned. 
You should emphasize the mandatory nature of our law on export 
bounties and grants and make it clear that no trade agreement or 
other negotiation can relieve the Secretary of the Treasury from the 
obligation of imposing countervailing duties. 

Our imports from Czechoslovakia of the products in question other 
than malt are negligible. Our imports from Czechoslovakia of malt, 
though significant, are not large. Hence it is hoped that Czecho- 
slovakia may be able, without material loss to its agricultural inter- 
ests, to discontinue the issuance of certificates on exports to the United 
States. 
We learn informally from Treasury that they will refrain from 

making a declaration of bounty for a few weeks pending the outcome 
of your conversations with the Czech authorities. 

Hout 

611.60F8/3 : Telegram 

The Chargé in Czechoslovakia (Chapin) to the Secretary of State 

Prana, June 7, 1937—3 p. m. 
[Received June 7—1:15 p. m.] 

31. Your No. 10, April 13, 1 p.m. Practice of issuance of certifi- 
cates based upon local legislation. Foreign Office states that situa- 
tion is being studied by Council of Ministers and that means are being 
sought to meet Treasury representation by Ministerial decree with 
consideration to application of law to other countries. Hope is ex- 
pressed that Treasury will not make declaration of bounty pending 
study here which I am assured will be expedited. 

CHAPIN 

611.60F8/8 

_ The Czechoslovak Minister (Hurban) to the Secretary of State 

WASHINGTON, July 9, 1937. 

EXcELLENcY : I have been instructed to inform Your Excellency that 
the Czechoslovak Government will discontinue, as far as the United 
States is concerned, the use of import certificates in connection with 
the export of Czechoslovak rye, barley, oats, and malt to the United 
States. 

The use of import certificates is specified in the Czechoslovak Law 
of June 5, 1930, Number 73 of the Collection of Laws and Decrees. 

Accept [ete.] V. I. Hursan
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611.60F8/10: Telegram | 

The Secretary of State to the Chargé in Czechoslovakia (Chapin) 

WasHineton, August 17, 1937—5 p. m. 

30. Your 41, July 9,11 a. m.* 

1. Is Department correct in assuming that Czechoslovak Govern- 

ment discontinued issuing certificates on June 28, the date of its con- 

fidential note on the subject ? 

2. What steps will be taken by Czechoslovak Government to pre- 

clude issuance of certificates in connection with exports to third coun- 

tries which may reach the United States in the form in which exported 

or in some altered form? 
Hut 

611.60F8/12 : Telegram 

The Chargé in Czechoslovakia (Chapin) to the Secretary of State 

Prana, September 9, 1937—noon. 
[Received September 9—9: 38 a. m.] 

51. Department’s 30, August 17,5 p.m. Note received last evening 

from Foreign Office indicates that date of decision reached to abolish 

issuance of certificates by Cabinet was on June 24, notice of which 

was communicated to the Legation in a note June 28. Present note 
states, 

“Appropriate steps have been taken for the certificates issued after 
the said 24th of June, 1937, not to be applied in connection with the 
exportation of malt to the United States. The exportation of 
grain from Czechoslovakia to the United States does not come into 
consideration.” 

After pointing out that this Government cannot safely assure that 
barley or malt will not be reexported to the United States and that 

therefore no effective steps can be taken to preclude issuance of certifi- 

cates, Foreign Office note states further as follows: 

“Reexports would hardly be possible in view of the fact that the pro- 
duction and export of malt in Czechoslovakia are governed by a 
syndicate; according to the rules of this syndicate malt and barley 
must be sold to direct customers only, that is malt only to breweries 
and barley only to malt factories or breweries. The syndicate rules 
prohibit strictly any reexport of barley or malt.” 

Full text by mail. 
CHAPIN 

* Not printed.
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611.60F8/14 | | 

The Secretary of State to the Minister in Czechoslovakia (Carr) 

No. 4 WASHINGTON, October 20, 19387. 

Sir: Reference is made to the Legation’s despatch No. 760 of 
September 9, 1937,”" relative to the bounty paid to exporters of certain 
grains from Czechoslovakia. The Department is in receipt of a letter 
from the Treasury Department dated October 12, 1937,” stating that 
in view of the action taken by the Czechoslovak Government in respect 
to exportations to the United States, the Treasury Department will 
defer further action in this matter until such time as it is established 
that the bounty-fed grains or products thereof are actually being 
imported into the United States. 

Very truly yours, For the Secretary of State: 
Francis B. SAYRE 

7 Not printed.



ESTONIA 

DESIRE OF THE ESTONIAN GOVERNMENT FOR MODIFICATION OF 
THE COMMERCIAL TREATY OF 1925; PRELIMINARY DISCUSSIONS 

REGARDING A TRADE AGREEMENT? 

611.60i31/51a | 

The Secretary of State to the Minister in Estonia (Lane) ? 

No. 10 WasHINGTON, February 16, 1937. 

Sir: You are instructed to proceed to Tallinn at the earliest date 
possible for the purpose of delivering to the Estonian Minister for 
Foreign Affairs ? a signed note, the text of which is contained in the 
enclosure to this instruction, containing the reply of this Govern- 
ment to the proposals of the Estonian Government‘ for modification 
of the present Treaty of Friendship, Commerce, and Consular Rights 
between the United States and Estonia. 

Before you deliver the note you will of course desire to familiarize 
yourself with the reports and the discussions relating to treatment of 
American trade in Estonia and the proposals for the modification of 
the existing treaty that have been made by the Estonian Government. 
It is assumed that the First Secretary of the Legation at Tallinn ¢ 
will go over the record with you, and that he will accompany you 
when you call upon the Minister. 

In your conversation with the Minister you should apologize for the 
delay which has taken place in replying to the proposals that have 
been made by the Estonian Government. You should explain that the 
delay was occasioned in part by the very careful study which your 
Government has given to the proposals, and in part by the great 
volume of work devolving upon the Department in connection with 
the carrying out of the trade agreements program. 

In amplification of the note which you will hand to the Minister 

you should state orally to him that your Government regrets exceed- 
ingly that the suggestions made by the Estonian Government do not 

* Continued from Foreign Relations, 1936, vol. 1, pp. 66-72. 
*7The Minister was accredited to Estonia, Latvia, and Lithuania, with resi- 

dence at Riga, until August 9, 1937. A separate Minister was appointed to 
Lithuania on August 23, 1937. 

* Dr. Fr. Akel. 
* Foreign Relations, 1935, vol. 11, p. 199. 
* Signed December 28, 1925, ibid., 1925, vol. u, p. 70. 
“Walter A. Leonard. 
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appear to provide a basis for an agreement between the two countries 

| embodying tariff concessions, but that it hopes that its position in 

this regard will not be interpreted as indicating any lack of appre- 
ciation of the difficulties inherent in the circumstances in which 
Estonia finds itself. You should make it clear that your Government 
shares the Estonian Government’s desire to increase commerce between 
the two countries and is hopeful that notwithstanding these difficulties 
a basis may be found for bringing about an augmentation of Ameri- 

can-Estonian trade. 
You should state further that should the Estonian Government find 

it possible to include in an agreement guarantees of substantially non- 
discriminatory treatment for American trade, the United States Gov- 
ernment would be disposed to consider the negotiation of a limited 
trade agreement containing concessions on some of the items in which 
the Estonian Government has expressed an interest and of which 
Estonia is an important, even though not a first supplier. Should the 
Minister ask you what commodities this Government has in mind, you 
may reply that while you have not been furnished with a list of the 
commodities which your Government considers as constituting a pos- 
sible basis for discussion, you believe that from material which has 
been furnished you, it seems likely that potato alcohol and vodka are 

included. 
It is hoped that you will be able to make arrangements for a dis- 

cussion of the matter, after you have seen the Minister, with Mr. 
Edward Wirgo, Director of the Foreign Trade Bureau of the Es- 
tonian Foreign Office, along the lines of your conversation with the 
Minister. 
- Please report fully the result of your conversations with both offi- 
cials and inform the Department promptly of any information you 
may obtain which would indicate the treatment that the Estonian 
Government intends to accord to American trade subsequent to May 
29, 1987. 

Very truly yours, For the Secretary of State: 
Francis B. Sayre 

[Enclosure] 

Draft of a Note to the Estonian Minister for Foreign Affairs 

My Government has given careful study to the note of the Estonian 

Government dated December 20, 1935, containing proposals with re- 
gard to revision of the Treaty of Friendship, Commerce, and Con- 
sular Rights between the United States and Estonia. It desires to ex- 
press its appreciation of the frankness with which the Estonian Gov- 
ernment has set forth the considerations which influence the formu-
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lation of its foreign commercial policy. My Government fully under- 
stands these considerations and is not insensible of the limitations 
that are imposed on Estonia’s freedom of action within the sphere of 
foreign trade by the commercial policies pursued by countries which 
are the principal buyers of Estonian goods. 

As was pointed out in the memorandum?’ which the American 

Chargé d’Affaires at Tallinn delivered on September 27, 1935, to the 
Acting Minister for Foreign Affairs, the American Government is 
engaged in a program under the Trade Agreements Act ® looking, 
on the one hand, to the reduction of excessive tariff barriers and other 
governmental impediments to trade and, on the other hand, to the 
progressive elimination of the many discriminatory and arbitrary 
practices which divert and obstruct trade. This program is based 
upon the principle of equality of opportunity and treatment; a prin- 
ciple to which the Estonian Government has declared itself unable 
to give full adherence except under conditions which may not soon be 
fulfilled. The Estonian Government will doubtless appreciate that 
the successful carrying out of my Government’s program would be 
jeopardized should the American Government agree to any substan- 
tial exception in the application of this basic principle, for such an 
agreement would necessarily involve tacit approval of the very prac- 
tices which the United States is seeking to eliminate. The United 
States could not enter into a trade agreement which did not provide 
substantial equality of treatment for American trade. 

My Government has noted with sympathetic interest the desire 
expressed by the Estonian Government to expand Estonian exports 
to the United States and is prepared to afford every facility com- 
patible with its general policies that would contribute to realization 
of that desire. The Estonian Government has suggested that this 
expansion can be achieved only if the United States is prepared to 
offer tariff concessions to Estonian products, and it has expressed its 
desires in this connection with regard to certain specific commodities. 

These desires, and the suggestion of the Estonian Government that 
certain quotas be established for which reduced tariff rates would 

be granted, have been examined with great care by my Government. 
I must, however, point out that, as the Estonian Government is aware, 
it is my Government’s policy to grant concessions in general only to 
the principal or an important supplier of a given commodity. On the 
basis of information available to my Government, Estonia does not 
appear to be the principal or even an important supplier of most of 
the articles for which reduced customs duties in the United States 
are suggested, and in some instances it does not participate in the 

' Foreign Relations, 1935, vol. 11, p. 190. 
* Approved June 12, 1984; 48 Stat. 943.
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trade at present. Six of the commodities with respect to which the 
Estonian Government has proposed tariff concessions have already 
been made the subject of concessions in trade agreements with coun- 
tries which are the principal sources of imports into the United 
States. The benefits of these concessions are extended to Estonia 
at the present time by virtue of existing treaty provisions. In the 
case of certain other products in which the Estonian Government 
has expressed an interest, Estonia is among the major sources of 
supply of United States imports. These commodities might furnish 
a basis for discussion of trade concessions of limited scope should it 
be possible to arrive at an agreement respecting provisions of a gen- 
eral nature guaranteeing substantially non-discriminatory treatment 
by each country of the commerce of the other. 

My Government wishes again to draw the attention of the Estonian 

Government to the fact that Estonia is now receiving the benefit of 
tariff and other concessions granted by the United States to coun- 
tries with which it has concluded trade agreements. Estonia will 
continue to receive these benefits and the benefits of concessions in 
any new agreements which may be concluded by the United States, 
provided it accords substantially nondiscriminatory treatment to 
American trade. 

The Government of the United States is heartily in accord with 
the desire of the Estonian Government to seek additional means for 
the expansion of trade between the two countries and will give sym- 
pathetic consideration to any further suggestions which the Estonian 
Government may wish to make to this end. 

611.60181/54 

The Minister in Estonia (Lane) to the Secretary of State 

No. 112 (Diplomatic) Ta.uinn, February 27, 1987. 
[Received March 25.] 

Sir: I have the honor to refer to the Department’s cablegram of 
May 21, 1936, 11:00 a. m. [noon] ® concerning the withdrawal of the 
Estonian Government’s notice of May 21, 1935 to terminate as of May 
22, 1936, the Treaty of Friendship, Commerce and Consular Rights 
between the United States and Estonia, and the prolongation of this 
‘Treaty in its present form until May 22, 1987. The Department will 
have in mind that a period of but three months remains before the 
date of expiration of such prolongation. 

While there still exists the basis of the Estonian Government’s de- 

sire to terminate the Treaty, namely the consistently unfavorable trade 

° Foreign Relations, 1936, vol. u, p. 68.
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balance which that country has encountered in its commercial inter- 
change with the United States, a trend toward a more equalized trade 
occurred in 1936 when Estonian shipments to the United States were 
exceeded in value by American imports by $1,050,000 as contrasted 
with $1,310,000 in 1935. This condition was due to a combination of 
circumstances: an appreciable increase in American purchases of 
Estonian products (40.3% in relation with those for 1935), and a per- 
ceptible tightening of exchange and import license restrictions for 
goods of United States origin, total Estonian imports from all coun- 
tries in 1986 having increased by 26.3% in comparison with those 
for the previous year whereas United States exports to Estonia rose 
but 1.7%. 

Considering that Estonia has been fairly successful in keeping 
down imports from the United States while her exports to it have 
augmented appreciably; that the Estonian Government realizes the 
“most favored nation” clause would no longer be applicable to mer- 
chandise of Estonian origin after the termination of the present 
Treaty and as a consequence [the] United States might raise the 
import duties on Estonian products by 50%; and that the Legation 
has been informally approached relative to Estonia’s desire to effect 
a substantial decrease in the war debt services owing in the United 
States now in default,’ it is possible that the Estonian Government 
may not be as anxious, as was the case during 1935 and 1936, to ter- 
minate the Treaty with the United States, and that it may therefore 
be possible to bring about some adjustment of this matter before May 
22, 19387. 

The Department’s instructions are respectfully requested. 
Respectfully yours, ArtTHurR Briss Lane 

611.60i131/53 : Telegram 

The Minister in E'stonia (Lane) to the Secretary of State 

Tauuinn, March 17, 1937—2 p. m. 
[Received March 20—7 a. m.] 

3. Department’s instruction No. 10, February 16. Note presented 
to Minister of Foreign Affairs on March 15 and oral statement made 
pursuant to instructions. From conversation with him, Rei,“ Wirgo, 
and Selter,’ we understand Estonian point of view to be substan- 
tially as follows: 

(1) Estonia is prepared to negotiate trade agreement Provided the 
general provisions thereof approximate those of our trade agreement 

See vol. 1, pp. 847-848. 
“ August Rei, Estonian Assistant Minister for Foreign Affairs. 
“ Karl Selter, Estonian Minister of Economic Affairs,
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with Sweden.” Specifically it is requested that draft article No. 8 
as submitted to Estonian Government be amended to conform with 
article No. 8 of our trade agreement with Sweden. It is possible that 
Estonia will withdraw objection to draft article No. 18. 

(2) Estonia requests 50% tariff reductions on vodka from topaz 
potatoes, potatoes, butter, cheese, canned fish, chocolate and candy, 
flax and homespun handicraft goods; and 25% reduction on plywood, 
chair seats. 

(3) Estonia anxious to export shale oil to the United States. At 
present, according to Selter and Wirgo, importation prohibited by us 
on the ground that shale oil is “poisonous”, they claim this is the 
discrimination against an Estonian product competing with our 
domestic products. 

(4) In case treaty not concluded by May 22, 1937, present Treaty of 
Friendship, Commerce and Consular Rights may be extended by ex- 
change of notes until such time as new treaty concluded. 

(5) Foreign Office will shortly submit to the Legation a new draft 
of treaty. 

We have been at considerable disadvantage in our conversations due 
to the apparent failure of Legation to have made for the files a copy 
of enclosure (5) to the Department’s memorandum with instruction 
No. 36 of September 9, 1935 ** the original of which was apparently 
transmitted to the Foreign Office. So that we may not be forced to 
continue to depend on copy furnished by Foreign Office will the De- 
partment kindly furnish Legation with copy of general provisions for 
inclusion in trade agreements. 

Will the Department likewise please telegraph to this Legation its 
comments on the foregoing numbered paragraphs (1) to (3) inclusive. 
Am returning to Riga this afternoon. 

LANE 

611.60131/53 : Telegram 

The Secretary of State to the Minister in E'stonia (Lane) 

Wasuineton, March 30, 1937—3 p. m. 

18. Your No. 3, March 17, 2 p. m., from Tallinn. 
1. The following comments on your numbered paragraphs (1) to 

(3) may be communicated to the Estonian Government. 
Your (1). The Department is very gratified with this information 

and awaits with interest full statement of present Estonian position 
which we assume will accompany the new draft referred to in your 
(5). 

Your 2. While this Government will gladly examine any pro- 
posals which Estonia may wish to make regarding tariff reductions on 

* See Foreign Relations, 1935, vol. 11, pp. 739 ff. For text of agreement, signed 
May 25, 1935, see Executive Agreement Series No. 79 or 49 Stat. 3755. 

* Foreign Relations, 1935, vol. 1, p. 188.
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specific items, it is unlikely that concessions could be granted to 
Estonia on some of the products mentioned because of Estonia’s rank 
as a supplier. 

Your (3). The Department knows of no prohibition on imports 
of shale oil. You should ascertain exact nature of Estonian complaint 
and inform the Department by mail. 

2. For your information, with regard to the possible extension of 
the present treaty with Estonia Dep[artmen]t sees no reason for de- 
parting from the procedure used last year which would involve the 
withdrawal by the Estonian Government on some date prior to May 
21, 1937, of its notice of intention to modify the treaty as notified in 
its note of April 22, 1936,° followed by a new notice of intention to 
modify the treaty. Instructions regarding this matter subsequently 

will be sent to you. 
8. Copies of the general provisions for inclusion in trade agree- 

ments will be sent to Riga and Tallinn. 
4. Legation at Tallinn should inform Department by cable imme- 

diately draft mentioned in your paragraph (5) is received, stating 
date on which it will be mailed. 

How 

611.60131/60 

The Chargé in Estonia (Leonard) to the Secretary of State 

[Extract] 

No. 142 (Diplomatic) Tatuinn, April 3, 1937. 
[Received April 17. ] 

Sir: I have the honor to refer to Minister Lane’s despatch No. 481 
of March 31, 1937 from Riga, acknowledging the receipt of the De- 
partment’s telegram No. 18 regarding negotiations for a trade agree- 
ment with Estonia. In this connection, reference is also made to Min- 
ister Lane’s despatch No. 128 of March 16, 1937 from Tallinn and 
to my despatch No. 182 of March 18, 1937.” 

After receiving a copy of Minister Lane’s despatch No. 481 to- 
gether with a copy of the Department’s telegram No. 18, I immedi- 
ately made arrangements to see Minister Selter and Mr. Wirgo, when 
I conveyed orally the substance of paragraph No. 1 of the Depart- 
ment’s telegraphic instruction No. 18. I indicated to Mr. Wirgo 
and to Minister Selter that the Department was gratified to learn 

that Estonia was prepared to negotiate a trade agreement with the 

5 See telegram No. 4, April 22, 1936, 4 p. m., from the Chargé in Estonia, 
Foreign Relations, 1936, vol. 1, p. 67. 

16 Not printed. 
% Neither printed. 

982609—54—18
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United States and that the tentative draft of the Treaty as well as a 
statement of the Estonian position would be awaited with interest. 

I was informed that Mr. Mickwitz of the Treaty Division had be- 
gun on April 1, 1937, the drafting of a treaty, which would probably 
be ready within ten days or a fortnight, at which time it was hoped 
a statement could also be furnished of Estonia’s position relative to 
a treaty with the United States. 

Relative to my inquiry concerning the alleged prohibition of the 
importation of Estonian shale oil into the United States, 1 was in- 
formed that Minister Selter would confer with certain shale oil in- 

terests and that I would be later informed on this point. 
In making a brief call on Mr. Wirgo at noon today (Saturday, 

April 3), I was informed that the alleged classification of shale oil 

as “poisonous” by the American authorities, and hence refusal of 

entry into the United States, had proved to be incorrect. Mr. Wirgo 

informed me that it was due to a misunderstanding on the part of 

an agent who contemplated exporting Estonian shale oil to the United 

States. Mr. Wirgo stated that shale oil had not been exported di- 

rectly from Estonia to the United States, but that it had been shipped 

largely to Germany, and also to Latvia, Finland, and the Scandi- 

navian countries. I was also informed that the production of shale 

oil in Estonia was less than 100,000 metric tons during 19386, but 

that during 1937 it would probably be 125,000 tons and that the 

Estonian production of shale oil would be considerably increased if 

a bigger market could be found in the United States. Mr. Wirgo 

stated that it was his understanding that shale oil came under the 

United States Tariff classification of coal tar oil, and hence is free 

of duty into the United States. He further stated that it would in- 

terest the Estonian authorities to be assured that shale oil would re- 

main on the free list, a feature they would like to have incorporated 

in the treaty with the United States. 

The Department will be informed by cable as to the date when 

the Estonian draft is received at the Tallinn Legation and when it 

will be mailed to the Department. 

Respectfully yours, Water A. Leonarp 

611.60i131/61a : Telegram 

The Secretary of State to the Chargé in Estonia (Leonard) 

Wasuineron, April 23, 1937—6 p. m. 

8. Department desires from you suggestions by telegraph with 

respect to tariff concessions that this Government should, in your
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opinion, request of the Estonian Government in the course of nego- 
tiation of a trade agreement on products of which the United States 
is an important supplier. Your suggestions should be justified briefly 
by data with regard to the Estonian market for each commodity con- 
cerning which you make a recommendation and to the principal 
competitors of the United States in that market. Your telegraphic 
report should be supplemented by a more complete discussion by des- 
patch which should contain such recommendations as you may care 
to make with regard to any provisions which in your opinion should 
be incorporated in an agreement with Estonia. In any necessary 
contacts with the Estonian authorities or the trade you should avoid 
disclosing the purpose underlying your inquiries. 

Hun 

611.60131/61 ;: Telegram 

The Secretary of State to the Chargé in Estonia (Leonard) 

WasuHineTon, April 26, 1937—6 p. m. 

4. It is apparent that it will be impossible to conclude and bring 
into force a treaty amending the Treaty of Friendship, Commerce, 
and Consular Rights between the United States and Estonia, on or 
before May 22, 1937, the date upon which that treaty will terminate 
as a result of the action notified by the Estonian Government in its 
note of April 22, 1936, to the Legation at Tallinn. You are therefore 
requested to approach the Estonian Government with a view to hav- 
ing it withdraw on some date prior to May 21, 1937, its notice of 
intention to modify the treaty as notified in its note of April 22, 1936, 
and, if it so desires, give a new notice of intention to modify the 
treaty on May 22, 1938, thereby extending the life of the treaty for 
1 year. 

When you present your note at the Foreign Office you should say 
that your Government has been reluctant to request the Estonian 
Government to withdraw for a second time its notification of inten- 
tion to modify the existing treaty but that it is obvious that there 
will not be sufficient time prior to May 22, 1937, to give adequate 
consideration to the draft treaty which Mr. Wirgo on March 15, 
1937, informed Mr. Lane would be submitted by the Estonian Gov- 
ernment. You will have in mind, of course, that possible further 
prolongation of the life of the treaty has been envisaged by both 
Governments and that it was discussed by Mr. Lane and Mr. Wirgo 
Jast month. 

Hou.
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611.60131/62 : Telegram 

The Chargé in E'stonia (Leonard) to the Secretary of State 

Tatuinn, April 27, 1937—10 a. m. 
[Received April 28—7 a. m.} 

[5.] In reply to Department’s telegram 3, April 23, 6 p. m., tenta- 
tive suggestions as follows: 

(1) Slight possibility removal of present 10 senti per kilo duty on 
cotton of which 70% comes from United States representing $1,300,- 
000 value in 1936 being 60% of all imports from the United States; 

(2) Consolidation of sulphur on the free list; 
(3) Twenty-five percent reduction on automobiles of American 

horse power cars to equalize lower duty on small cars specified in 
British treaty, Germany and England principal competitors in an 

$800,000 market; 
(4) Duty reduction automobile parts total market $30,000; United 

States share nearly half, chief competitors Germany and England; 
(5) Removal of the 114 senti duty per kilo on rosin, United States 

furnishing $25,000 being over 80%, Russia remainder ; 
(6) Automobile tires and tubes, United States furnishing only 

12% in a $23,000 market; Germany and England principal com- 
petitors; 

(7) Typewriters reduction from 3 crowns per kilo to possibly half 
in an $11,000 market, share of the United States being about 40%, 
Germany and England principal competitors, and 

(8) Internal combustion engines now largely imported from Ger- 
many but formerly from the United States. Requests for reductions 
on gasoline, kerosene and lubricating oils would seem to be futile in 
view of Shell arrangement with the Standard Oil Company in Estonia 
and desire to protect the local shale oil industry. Chief obstacle to 
import of American goods is not the customs tariff but Estonian im- 
port license system which tends to equalize trade bilaterally. Sup- 
plementary telegram and despatch will be sent after return of 
Wirgo from Finland May 1st, when I will also take up with the 
Foreign Office renewal of commercial treaty expiring on May 22nd. 

LeonarD 

611.60131/63 : Telegram 

The Chargé in E'stonia (Leonard) to the Secretary of State 

| Tatuinn, April 28, 19387—5 p. m. 
[Received April 30—6: 40 a. m.] 

6. With reference to the Department’s telegram No. 4, April 26, 6 
p. m. relative to the extension of the Treaty of Commerce. Note
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suggested by the Department delivered today and will be given con- 
sideration by the Foreign Office after Mr. Wirgo returns shortly from 
Finland. 

LEONARD 

6601.116/40 

Report by the Vice Consul at Tallinn (Trimble) 

[Extract] 

No. 52 Tauiinn, April 30, 1987. 

[Received May 19.] 

II. Summary oF Conciusions 

Owing to the necessarily voluminous character of a report of this 
nature, it would appear advisable to insert at this point a brief sum- 
mary of the conclusions reached. Because of the excessively one- 
sided nature of the mutual trade between United States and Estonia 
(the balance of trade being greatly in favor of the United States) 
the efforts of the Estonian Government to direct its imports, by 
means of the exchange control and import license systems, toward na- 
tions which are extensive purchasers of Estonian products, have cur- 
tailed to a marked degree the volume of American shipments to this 
country. Conversely, the exportation to Estonia of goods originat- 
ing in the United Kingdom and Germany, the United States’ prin- 
cipal competitors in this market, has been assisted materially. While 
these restrictions have always hampered the ability of American 
firms to export goods to Estonia, their effect has been even more severe 
in the past 16 months. This condition has arisen out of the unfavor- 
able balance of Estonia’s foreign trade resulting from a partial har- 
vest failure in 19386 which has been accompanied by renewed efforts 
on the part of the Esténian Government to balance its foreign trade 
on a bi-lateral basis. Thus while total Estonian imports in 1936 
showed an increase in value of 26.3% in comparison with those made 
in the previous year, the importation of American goods in the same 
period exhibited a gain of but 1.7%. Furthermore, although the 
total importation from all countries in the first quarter of the current 
year rose 18.3% over that for the corresponding period in 1936, 
purchases of United States goods declined in value by 27.7%. 

The character of the American export trade with Estonia has been 
undergoing a change during the past several years. Manufactured 
goods, which can generally be purchased elsewhere, are being imported 

* Prepared in accordance with instruction No. 19, April 3, to the Minister at 
Riga; not printed.
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from the United States in steadily diminishing amounts with the con- 
sequence that raw products, such as cotton, sulphur, and rosin, now 
comprise over three-quarters by value of all American shipments to 
this country. If this trend continues unabated, it follows that the 
United States will eventually be able to export to Estonia only such 
raw commodities as are essential to the Estonian economic welfare and 
which are not obtainable in countries possessing equalized or unfavor- 
able trade balances with Estonia. 

The one favorable note in this necessarily pessimistic outlook lies in 
the fact that American manufactures, because of their quality, are 
generally preferred in the Estonian market to those made in other 
countries. This is especially true as regards automobiles and motor 
trucks, tractors, typewriters and calculating machines, and miscel- 
laneous types of machinery. Thus any concession tending toward a 
relaxation in the import-license and exchange-control restrictions as 
affecting American goods, which might be obtained in the present 
Trade Agreement negotiations with Estonia, should immediately result. 
in an increased importation of United States products. In this con- 
nection it should be noted that tariff concessions would be purely barren 
unless accompanied by assurances of more favorable treatment in the 
matter of import license and exchange restrictions. 

611.60131/65 : Telegram (part air) 

The Chargé in Estonia (Leonard) to the Secretary of State 

Tauuinn, May 15, 1937—1 p. m. 
[Received May 15—6:05 a. m.} 

7. With reference to Department’s telegram No. 4, April 26, 6 
p. m., and my reply of April 28,5 p.m. The Estonian Foreign Office 
has today communicated the following: 

“Being desirous to meet the requests of the Government of the 
United States the Estonian Government agree to withdraw their 
proposal as far as it concerns the expiration of the treaty as determined 
in the note of the Minister of Foreign Affairs to the American Lega- 
tion of April 22nd, 1936, number 43-V. At the same time the Esto- 
nian Government, referring to the stipulations of article 29 of the 
existing treaty, confirm their desire to modify the existing treaty on 
May 22nd, 1938, at the latest.” 

LEONARD
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611.60131/65 ;: Telegram 

The Acting Secretary of State to the Chargé in Estonia (Leonard) 

WasHINGTON, May 25, 19837—4 p. m. 

5. Your No. 7, May 15, 1937. If you have not already done so, 
please acknowledge Foreign Office’s note of May 15, 1937, and say 

that the Government of the United States accepts the note as a with- 
drawal of the Estonian proposal of April 22, 1936, insofar as that 
proposal would have operated to terminate the treaty of friendship, 

commerce and consular rights between the United States and Estonia 
on May 22, 1937, thereby continuing the treaty in force until May 
22,1938. At the same time you may again express this Government’s 
appreciation of Estonia’s courtesy.” 

WELLES 

611.60131/77 : Telegram 

The Secretary of State to the Minister in Estonia (Lane) 

WasHIneTon, July 14, 1937—6 p. m. 

46. Your No. 91, July 10, 1 p. m. Estonian informal proposals # 
are being given careful study but it is not probable that the Depart- 
ment will be in a position to submit its comments with regard to them 
until several weeks hence. 

Hon 

611.60i81/85 

The Secretary of State to the Chargé in Estonia (Leonard) 

[Extracts] 

No. 26 Wasuineton, December 22, 1937. 

Sim: Reference is made to the Legation’s despatches Nos. 179 and 180 
of May 27, 1937, and No. 236 of August 19, 1937,” and to previous cor- 
respondence relative to the possible negotiation of a trade agreement 
between the United States and Estonia. 

The proposals submitted by the Estonian Government and trans- 
mitted to the Department with the despatches referred to above have 
been given careful study by the interdepartmental trade-agreement 

* The Chargé in Hstonia reported in his despatch No. 178 (Diplomatic), May 
26, that this instruction had been embodied in a note handed by him to the 
Estonian Acting Minister for Foreign Affairs on the same day (611.60i31/72). 

* Not printed. 
The Estonian informal proposals and comments relative to a reciprocal trade 

treaty were contained in despatch No. 180 (Diplomatic), May 27, from the Chargé 
in Estonia (611.60181/74). 

* None printed.
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organization. These studies have revealed that the commodity trade 
between the two countries is such as to make a trade agreement between 
the two countries feasible. However, it appears that the position thus 
far taken by the Estonian Government on certain aspects of the gen- 
eral treatment to be accorded to American commerce (particularly 
with reference to quotas and exchange control) does not assure us that 
on its part that Government is willing to grant us substantially non- 
discriminatory treatment, an essential condition to the conclusion of 
a trade agreement. The interdepartmental Committee on Trade 
Agreements has, therefore, approved the continuation of discussions 
with the Estonian Government looking toward the initiation of formal 
negotiations, provided that a satisfactory understanding can be 
reached with Estonia on the basis for the negotiations. As has been 
indicated in previous instructions to you, such an understanding 
would necessarily be based upon the principle of non-discriminatory 
treatment. So 

There are enclosed for your information and guidance two copies 
of a report * submitted to, and approved by, the Committee on Trade 
Agreements with reference to the possible negotiation of a trade 
agreement with Estonia. The conclusions and recommendations ex- 
pressed in the report are only of a preliminary character, since the 
final form and content of a trade agreement would have to be deter- 
mined by the extent to which Estonia is willing to meet our viewpoint 
and by any relevant facts which may be brought out in briefs and oral 
statements submitted by interested parties to the interdepartmental 
trade-agreements organization prior to the initiation of formal nego- 
tiations. It is believed, however, that the report will be useful to 
you as an indication of what, in general outline, would be considered 
as a satisfactory agreement by this Government. You will, of course, 
wish to use some of the material contained in the report in your dis- 
cussions with the Estonian officials. However, you should bear in 
mind that, in this preliminary stage of discussions, our objective is 
primarily to work out an understanding on fundamentals and that 
matters of detail should, in general, be left to be worked out in the 
formal negotiations. 

In taking up the subject of a trade agreement with the Estonian 
authorities, you should say that the Government of the United States 
has given the most careful consideration to the Estonian proposals 
and that an exhaustive study has been made of Estonian-American 
commercial relations. You should express the Department’s appre- 
ciation of the courtesy of the Estonian Government in deferring its 

notice of intention to modify the present commercial treaty in order 

** Not attached to file copy of instruction.
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to permit the completion of these studies, and the Department’s regret 
that it has not been possible to reply to the Estonian proposals at an 
earlier date. The delay in making a reply has been occasioned by 
the fact that the Department has been concurrently studying the pos- 
sibility of undertaking negotiations with a considerable number of 
other countries. 

The Department desires that you convey the following observa- 
tions to the Estonian authorities with specific reference to the pro- 
posals made by the Estonian Government. 

The Government of the United States shares the desire of the Es- 
tonian Government that the trade between the two countries be ex- 
panded as much as possible. To that end, it would be willing to enter 
into negotiations with Estonia for the reciprocal exchange of com- 
mercial concessions in a trade agreement, provided that an under- 
standing can be reached prior to the initiation of formal negotia- 
tions as to the general treatment which will be accorded in each 
country to the commerce of the other. The Department has, there- 
fore, authorized you to conduct the necessary discussions with a view 
to arriving at such an understanding. 

: GENERAL PROVISIONS 

From the viewpoint of the United States, the most important aspects 
of the general treatment to be provided for in a trade agreement would 
be those concerned with unconditional most-favored-nation treatment 
in customs matters and with the application of the principle of 
equality of treatment to quotas, and exchange control. While the 
Government of the United States does not consider it necessary that 
the exact text of provisions regarding these matters be agreed upon 
during preliminary conversations, it does desire that an understand- 
ing be reached as to the general basis upon which the negotiations will 
proceed and believes that the Estonian Government is probably of the 
same view. 

By way of introduction to a discussion of these subjects, you should 
point out that the United States at present accords to Estonia all of the 
advantages given to the most-favored-nation, the Republic of Cuba 
excepted, and that it is the policy of the United States to continue 
extending these advantages to Estonia, regardless of whether the pres- 
ent treaty continues in force, provided that Estonia accords non-dis- 
criminatory treatment to the commerce of the United States. The 
rates of duty specified in the fifteen trade agreements, the benefits of 
which are extended to Estonia, apply to goods accounting for approxi- 

mately 20 percent of total dutiable imports into the United States. 
These benefits, coupled with the fact that the United States imposes 
no quantitative restrictions upon the admission of Estonian goods nor
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restrictions upon the transfer of payments therefor, provide a broad 
basis for the development of a market in this country for Estonian 
goods. 

The Government of the United States appreciates that the Estonian 
Government is not now in a position to permit unrestricted imports 
and it desires, in general, only a guarantee that such restrictions and 
regulations as the Estonian Government may see fit to impose upon 
imports will not operate to the disadvantage of this country as com- 
pared with third countries. 

It is, of course, highly desirable that an agreement be concluded, 
if possible, prior to May 22, 1938. Therefore, if it appears at all 
possible that a satisfactory understanding on basic principles can 
be reached with the Estonian Government as a result of your pre- 
liminary discussions, you should consult the Department by tele- 
graph with reference to the details of any counter-proposals made by 
the Estonian authorities. If, on the other hand, the Estonian Govern- 
ment displays little willingness to meet the Department’s views on 
the points which have been indicated as essential, it may be preferable 

for you to transmit to the Department by mail any counter-proposals 
which are made to you. In determining which procedure to follow, 

you should bear in mind that a complete understanding with regard 
to possible concessions is not essential to the issuance of a preliminary 
announcement that negotiations are under contemplation. However, 
the Department would not wish to make such an announcement unless 
discussions with Estonia had progressed sufficiently to indicate sub- 
stantial possibility of successful negotiations. 

Very truly yours, For the Secretary of State: 
Francis B. SAYRE



FRANCE 

REPRESENTATIONS RESPECTING FRENCH IMPORT CONTROL MEAS- 

URES IN ALLEGED VIOLATION OF TRADE AGREEMENT? 

$11.5131/1674: Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, January 15, 1937—11 a. m. 
[Received January 15—10 a. m.| 

64. Bastid, Minister of Commerce, asked me to call on him and I 
‘did so yesterday. He said that he and the French Government had 
been greatly shocked because our Government in Washington had 
rejected almost with contempt a French proposal to inaugurate further 
conversations for mutual reduction of tariff barriers. 

I replied that I knew of no special conversations on this subject 
except the one between Assistant Secretary of State Sayre and de 
Laboulaye? on December 30 and asked Bastid if he were referring 
to that conversation or to another. He was unable to specify. 

He then went on to ask why we were displeased with the working 
of the trade agreement. I replied that we thought the trade agree- 
ment was working excellently for France but not so well for the 
United States and pointed out some of the obvious effects of French 
devaluation following the line of Sayre’s conversation with de Labou- 
laye as reported to us in your telegram 557, December 30, 2 p. m.? 

Bastid then asked me if there were any specific complaints which 
were especially irritating. I replied that I had not come to him pre- 
pared with any full and detailed list of complaints; that I knew my 
Government was very much disappointed with the working of the 
agreement with regard to a number of matters. 

Merely as an example I could refer to the . . . procedure of the 
French Government with respect to licenses for apples and pears . . . 
I called his attention to the fact that under numbered paragraph 7 of 
the protocol France had agreed “voluntarily to facilitate, so far as 
lies within its province, the full utilization of the quotas at present 
allotted to or which may be allotted hereafter to the United States.” 

*For text of reciprocal trade agreement between the United States and France, 
signed at Washington, May 6, 1936, and related notes, see Department of State 
Hxecutive Agreement Series No. 146, or 53 Stat. 2236: for correspondence, see 
Foreign Relations, 1936, vol. m1, pp. 85 ff. 

* Andre de Laboulaye, French Ambassador. 
* Foreign Relations, 1936, vol. 1, p. 98. 
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He said that he entirely agreed with me that the license system 
had given rise to very great abuses and promised that he would look 
into the matter immediately. 

I said that my Government had a whole series of other complaints 
which could be given to him in detail by our excellent Acting Com- 
mercial Attaché, Mr. Reagan. 

Bastid then quoted a number of figures which he asserted showed 
that the agreement was working more to the advantage of the United 

States than to the advantage of France. 
He then said that he was most anxious to work out all difficulties 

with the United States as soon as possible and to enlarge the scope 
of our trade agreement. He asked me if I thought it advisable to 
discuss these matters in Paris or in Washington. I replied that while 
Mr. Reagan was exceedingly able I felt that I was so ill equipped 
to handle discussions of this nature compared to the Department 
of State that I believed it would be desirable to carry on the conver- 
sations in Washington. I pointed out to him that his Commercial 
Attaché in Washington, Monsieur Garreau-Dombasle, was an espe- 
cially able man with a perfect understanding of the possibilities and 
impossibilities of negotiations with America. 

Bastid then went on to say that what interested him most at the 
present time was not the somewhat picayune question of working 
out small obstacles to the functioning of the satisfactory settlement 
but the large question of whether or not the United States would agree 
in principle to participate in a plan to provide economic outlets for 
Germany if the French Government should be disposed to develop a 
large scale comprehensive plan for this. 

I replied that it was a fixed practice of the United States never 
to accept vague commitments in principle but to deal only with con- 
crete proposals. He continued to press me for a reply and I ended our 
conversation by saying that Americans were not in the habit of prom- 
ising to get married until they had seen the face of the lady. 

Bouiirrr 

611.5131/1696 | 

The Chargé in France (Wilson) to the Secretary of State 

No. 412 Parts, March 8, 1937. 

[ Received March 17.] 

Sir: I have the honor to enclose herewith a copy of a note,‘ dated 
February 20, 1937, which, in accordance with the authorization con- 

tained in the Department’s telegram No. 62 of February 4, 9 p. m.,! 

‘Not printed.
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the Embassy has addressed to the Ministry of Foreign Affairs, point- 
ing out certain items in the new French tariff, issued in conformity 
with Articles 8 and 18 of the Fiscal Reform Law, the rates upon which 
appear to have been increased in contravention of the provisions of 
the Franco-American Trade Agreement. 

Although the fiscal reform law itself, and informal inquiries which 
the Embassy has made, appear to indicate that these increases are the 
result of the inclusion in the tariff rate of taxes which were formerly 
collected separately, and do not, in fact, increase the total charges 
upon the American products imported into France, the Embassy has 
felt that we were at least entitled to some explanation of the action 
of the French Government in increasing rates of duty which had 
been bound in the Trade Agreement. 

The Embassy’s note therefore represents an effort to give the Min- 
istry an opportunity to give such an explanation. 

A further report will be made to the Department when a reply has 
been received from the Ministry of Foreign Affairs. 
Respectfully yours, Epwin C. Witson 

611.5131/1700 

The Chargé in France (Wilson) to the Secretary of State 

No. 521 Paris, April 8, 1937. 
[Received April 20. ] 

Sir: I have the honor to refer to the Embassy’s despatch No. 412 
of March 8, 1937, pointing out certain items in the new French tariff 
the rates upon which appeared to have been increased in contravention 
of the provisions of the Franco-American Trade Agreement, and to 
enclose herewith a copy and translation of a note from the Ministry 
of Foreign Affairs of April 6, 1937,> in reply to the Embassy’s repre- 
sentations in this regard. 

The Department will note the statement of the Ministry of Foreign 
Affairs to the effect that the object of the Fiscal Reform Law was 
the suppression, by inclusion in the customs tariff, of the statistical, 
customs and stamp taxes (“taxes de statistique, des formalités 
douaniéres et de timbre”) which had previously been collected sepa- 
rately at the time of importation. The idea behind this reform 
was that all taxes due at the time of importation might be paid at 
one time to one agent rather than several times to several agents. 
The Ministry maintains that as a matter of fact the total charges 
Imposed upon American products on importation into France have 
not been increased above those imposed at the time of the signature 

* Not printed.
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of the Franco-American Trade Agreement, and that for this reason. 
the French Government did not feel that the provisions of Article 1,. 
paragraph 5, of the Agreement need be taken into consideration. 

Informal inquiry made by the Commercial Attache indicates that 
the taxes in question, which have been suppressed and consolidated,. 
that is, the “taxes de statistique, des formalités douaniéres et de timbre,” 
as established by the Customs Code of 1934, were formerly levied at 
the rate of 1 franc per ton or fraction of a ton, but in no case at a 
rate of less than 2% ad valorem, on all commodities cleared through 
the customs. He found that in view of the fact that these taxes were 
calculated on either a weight or an ad valorem basis, in order to merge 
them with the customs duties which are mostly on a specific duty 
basis, the customs authorities were obliged to compute entirely new 
tariff rates. It appears that this was done on a basis of actual returns 
during 1936, by calculating the percentage relationship between the 
amount of the statistical taxes collected and the amount of the duties 
collected. Apparently this relationship worked out at 2.5%. Accord- 
ingly, in computing the new tariff rates, each former rate was in- 
creased by 2.5% rounded out for convenience. 

In view of these facts and in the absence of any complaints from 
the American exporters, the Embassy would be inclined to acquiesce 
without protest in the position taken by the French Government in 
the premises. 

Respectfully yours, Epwin C. Witson 

611.5131/1722 : Telegram 

The Secretary of State to the Ambassador in France (Bullitt) 

WASHINGTON, July 20, 1937—1 p. m. 

854. Your 936, July 7,10 p.m.*® Phillips of the Apple Association 
today represented to me the importance of early settlement of ques- 
tions at issue. The new pear crop will soon begin moving from the 
Pacific Coast and the new apple crop will be ready shortly afterwards. 

I am deeply concerned that the French have failed to remedy this 
situation. In view of the Minister of Agriculture’s statement that. 
he would have an immediate study made of license utilization, would 
you not consider that you would be justified while asking him the 
results thereof to impress once more on him the deep importance I 
attach to the fulfilment of French obligations under the trade agree- 
ment. In particular, an effective method of license distribution 
should be worked out and the licenses tax question disposed of. Since 
the law prohibiting license transfer has been voted, it appears that 

* Not printed.
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Monnet’ has all the necessary authority to make adequate arrange- 

ments. 

I appreciate that you have done everything that you could possibly 
do in this matter and that you have lost no occasion to keep these ques- 
tions before the French Government. Yet in view of two French 
devaluations and of France’s failure to make suitable arrangements 
for the fruit quotas to be filled, the pressure on the Department from 
our fruit exporters is mounting and a most regrettable situation may 
develop unless you can persuade the French to remedy matters before 
the shipping season begins on the West Coast. 

Hou 

611.5131/17338 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Parts, July 27, 1937—9 p. m. 
[Received July 27—7: 35 p. m.] 

1062. Reference your 354, July 20,1 p.m. We had a conference 
with the Minister of Agriculture yesterday afternoon which we regard 

as anything but satisfactory. 
In the first place the study which he had assured us on July 7 (see 

our 986 July 7, 9 [70] p. m.’) would be made immediately as to the 
proportion in which old importers and national groups had utilized _ 
their licenses for real imports has not been completed. The only 
figures available and these are incomplete are for the last quarter of 
1936. These figures purport to show that while only 65 per cent 

of the total licenses issued for the quarter had been utilized practically 
all the national groups had utilized fully their licenses. The Minister 
stated that he would have this study actively pursued and would 
advise us as soon as it had been completed. The Minister also stated 
that he intended to have a meeting personally within the next few days 
with representatives of the national groups in order to obtain from 
them exact information as to the manner in which they used their 

licenses. We pointed out that the value of information received 
from these sources would be doubtful since obviously they would 
desire in order to protect their position regarding licenses to present 

their case in the most favorable possible light. 
During this discussion the Minister again mentioned the possi- 

bility of turning over the distribution of licenses to the Government 
of the United States or to some properly qualified organization ap- 
proved by the two Governments (see our 358, March 138, 1 p. m.°). 

™French Minister of Agriculture. 
*Not printed.
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We have noted from your 146, March 24, 6 p. m.® that Phillips stated: 
that he would, in consultation with his association, further consider 
this question. We would be interested in knowing what views were 
developed by Phillips’ organization regarding this proposal and we 
would be glad to receive any instructions on this point which you 
might wish to give us. In this connection the Minister in our dis- 
cussion yesterday indicated that if he found it impossible to work 
out a system for the distribution of licenses satisfactory to both Gov- 
ernments he might consider the possibility of establishing some form 
of Government import monopoly. 

As regards the question of the license taxes the Minister made the 
statement that when estimates are available as to the size and price 
of the next French crop if these estimates should show that French 
fruit would be sold at a price so low as to make it impossible for 
American fruit to compete then he would do everything possible to 
suspend again the license taxes on apples and pears. He stated, 
however, that the estimates regarding the French crop would not be 
available before late October and that therefore there could be no 
question of suspending the license taxes before that time. He called 
attention to the fact that apples and pears are the only commodities 
on which the license taxes have not been restored to the level of 
October 1, 1936. 

It is our considered opinion in which the Acting Commercial 
Attaché joins that the primary obstacle to the sale of American apples 
and pears on the French market, is not the existing system of distribu- 
tion of licenses but rather the wide spread between the cost of Amer- 
ican fruit cleared in France and the cost of French fruit. For 
instance last year American apples had to be sold in France at 75 
to 80 francs a box against a price of approximately 65 francs for 
comparable French apples. The trade now estimates that for the 
coming season American apples will have to be sold at approximately 
90 francs a box if the present charges are retained. It is likely that 
the price of French apples will not be appreciably higher than last 
year. In view of this situation it is obvious that there can be no 
interest or profit in trafficking in licenses and therefore under present 
conditions the license distribution system becomes only a secondary 
obstacle to the sale of American fruit here. 

In considering the various factors which have brought about the 
wide differential in the cost of American and French fruit, it is 
evident that two successive devaluations of the franc have played an 
important role. It would even seem doubtful whether with the 
elimination of the license taxes we will be able to utilize fully our 
quota for apples and pears during this coming season. 

*Not printed.
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While the foregoing was being dictated, the Acting Commercial 
Attaché reported that he was called on the telephone by Alphand, 
Director of Commercial Accords at the Ministry of Commerce, who 
told him that the last word in this matter did not rest with the Min- 
istry of Agriculture, that the Ministry of Commerce was actively 
working on it with the National Economic Council and that they 
hoped to be able to find some solution satisfactory to our fruit people. 
Reagan is calling on Alphand at the latter’s request late this after- 
noon and we will report further following this conversation. 

BuLurrr 

611.5131/1736 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, July 28, 1937—3 p. m. 
[Received July 28—1:07 p. m.] 

1063. Reference last paragraph our 1062, July 27, 9 p. m., the 
Director of Commercial Accords stated to Reagan that in his view 
the primary requirement under present conditions for the marketing 
of American fruit here is the suspension of the license tax while of 
course at the same time efforts should be made to correct the license 
system so as to place the licenses in the hands of the real importers. 
He stated that for political reasons it would be impossible for the 
Minister of Agriculture to suppress immediately and permanently 
the license taxes. He believed that the best solution would be for 
the French Government to suspend the license taxes on apples and 
pears as from a specified period this fall until the conclusion of the 
current season, that is until June 30. He indicated that the dates 
of October 31 for pears and November 30 for apples might be utilized 
as an “out” for the Minister of Agriculture vis-a-vis local agricultural 
and political pressure on the argument that the agreement permits 
him to increase these taxes by 50% from July 1 until the dates cited; 
that while he had not employed this power he had under consideration 
the taxes at the actual level during these periods and that having 
afforded this protection to the French producers during the most ur- 
gent period of their marketing he would be justified in suspending the 
taxes thereafter in order to facilitate the utilization of this quota 
thereby preventing a repetition of last year’s fiasco. At the same time 
the French Government should give definite assurance to our Govern- 
ment that the licenses will be distributed among those who are qualified 
as real importers. He stated that he intended to recommend the fore- 
going program immediately to the Minister of Commerce and to the 
Minister of Finance. 

I request that the foregoing be kept as strictly confidential. 
BuLuitT 

982609—54——19
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611.5131/1748 : Telegram — 

The Ambassador in France (Bullitt) to the Secretary of State 

[Extract] 

: Paris, August 21, 1937—2 p. m. 
[Received August 21—10:31a.m.] 

1188. Reference our 1164, August 16, 5 p. m.%° I have today re- 
ceived a letter dated August 19 from the Ministry of Foreign Affairs 
signed by Leger in the absence of Delbos of which the following is a 
translation : 

“Mr. Ambassador: Following the exchange of views between the 
representatives of your Embassy and those of the French Government 
relative to the importation of American apples and pears into France, 
I have the honor to inform your Excellency that the French Govern- 
ment will take the following measures concerning the license taxes 
and the delivery of import authorization for apples and pears. These 
measures which will be applicable until September 380, 1938, will go 
into effect on the date upon which this letter and the reply from Your 
Excellency will be published in the Journal Officiel. 

1. License taxes. <As an indication of its good will and following 
the representations made by the representatives of the American Gov- 
ernment, the French Government will reduce by 50% for the entire 
season 1937-1938 the license taxes assessed upon the importation of 
apples and pears. Accordingly, the maximum license taxes assessable 
during this entire period will be 16 francs per quintal for apples and 
24 francs per quintal for pears. 

Moreover, the French Government undertakes not to impose upon 
the importation of apples and pears any license tax of a protectionist 
character. The established license taxes have no other basis than to 
assure the payment to the Treasury of a part of the difference in price 
between the national products and the imported products. In the 
absence of such a measure this difference would in effect [be] gained 
by the private importers. As a result these taxes will be subject to a 
new decrease if the differences in prices mentioned should justify such 
decrease. 

2. Distribution of licenses. The French Government has under- 
taken a careful investigation among the beneficiaries of licenses to de- 
termine to what extent these licenses are actually being utilized. It 
undertakes in the future to deliver licenses only to those importers 
likely to utilize them to the maximum in order to guarantee in con- 
formity with the trade agreement as complete utilization as possible 
of the quota for apples and pears allotted to the United States. 

To assure the maximum utilization of these licenses, the French Gov- 
ernment will accord import authorizations only to those having import 
rights who have undertaken irrevocable commitments for the impor- 
tation of fruit or who have contracted with a dealer or agent having 
himself irrevocable commitments. These commitments will be proved 
by production of irrevocable bank credits. 

” Not printed. .
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In view of the fact that the allotment to the United States for the 
importation of apples and pears for each quarter is specified under 
the trade agreement and to credit the maximum use of the quota the 
French Govt. undertakes to deliver the licenses within the first 10 days 
of quarter. : 

I should be glad if your Excellency would be kind enough to let me 
know if the preceding arrangements meet with the approval of the 
American Government”, End of letter. 

I believe that this proposal is satisfactory and I hope that you will 
cable me your approval as soon as possible so that I may send my letter 

of acceptance.” 

The French Government plans, if we agree, to publish between the 
1st and 15th of September the exchange of letters putting these meas- 
ures into force as well as the necessary decree effecting the stipulated — 
reduction in license taxes. Pending such publication the French Gov- 
ernment has agreed, as soon as we have accepted this proposal, that 
we may notify discreetly but not through published notification, the 
interested American exporters and French importers of the measures 
agreed upon but the French Government requests, in view of pressure 
from certain European countries for a commitment from the French 
Government to engage itself to issue licenses for other products im- 
mediately after the first of each quarter, not to specify the exact 
engagement made with the United States, namely, that licenses will 
be issued within the first 10 days of each quarter but merely to state 
that the French Government will do everything in its power to issue 
these licenses at the earliest possible date after the beginning of each 
quarter. 

Bs Bo.uirr 

611.5131/1756 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State | 

— _ Parts, September 11, 1987—11 a. m. 
Oo | [Received September 11—11 a. m.] 

1274. Reference our 1212 August 28, noon.? Bousquet of the Com- 
mercial Section of the Foreign Office has just telephoned a member of 
my staff and confirmed that the decree reducing the license. taxes on 
apples and pears in accordance with our recent exchange of letters 

“On August 25 Ambassador Bullitt addressed a note to the French Minister 
for Foreign Affairs informing him of the approval of the Government of the 
United States (611.5131/1764). 

* Not printed.
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will be published by September 15th at the latest and that the terms 

of the letters exchanged will become effective on the date of the publi- 
cation of this decree. 
‘Bousquet stated, however, that although the Ministry of Agriculture 

had previously agreed to the publication of these letters in the Journal 
Officiel it is now insisting that no publication be made of these letters 
as it fears it will have to accord some or all of the terms therein to other 
countries with whom it is now conducting commercial negotiations. 
We pointed out informally that in view of our most favored nation 
treatment policy it was our opinion that our Government would not 
object to the generalization of the terms of these letters to. other 
countries and furthermore that during the discussions leading up to 
this exchange of letters we had understood from the French officials 
that the terms contained in these letters would be generalized to other 
countries. 

We pointed out further that even if the Department agreed to the 
nonpublication of these letters two difficulties resulting from the non- 
publication would have to be overcome: first, when the trade was 
notified verbally here it was with the reservation set forth in section 3 
of our 1188, August 21, 2 p. m., but if this agreement is to be fully 
effective the trade must be informed of the guarantee of the French 
Government to deliver licenses within the first 10 days of each quarter; 
and second it would not appear that the trade can work with full 
confidence if it does not have the exact terms of the accepted French 
proposal in writing since it had, in agreement with the French Gov- 
ernment officials, been informed that the terms of these letters would 
be published in the near future. 

Bousquet concluded by stating that his Government would have no 
objection to our informing the trade, after the publication of the 
decree under reference, of the French Government’s guarantee as to 
the date of the issuance of licenses. As to the question of making 
available to the trade the exact terms of the agreement, in writing, 
Bousquet stated that since the publication in the Journal Officiel had 
previously been agreed upon by all of the interested Ministries includ- 
ing Agriculture he could not see how his Government could object to 
the transmission of the precise terms of this agreement in writing by 
the Embassy to the importers’ groups here and by the Department in 
Washington to the interested American export group. 

I should appreciate instructions by telegraph as to what reply should 
be made to Bousquet’s request. 

ee BuLuirr



FRANCE 289 

611.5131/1756 : Telegram - 

The Secretary of State to the Ambassador in France (Bullitt) 

WASHINGTON, September 13, 1937—7 p. m. 
484. Your 1274, September 11, 11 a.m. By terms of the notes 

themselves the French Government agreed to bring the arrangement 
into effect by publication of the exchange of notes in the Journal Of- 
ficiel. From a legal viewpoint therefore it would appear essential 
that such publication take place. In addition, however, the Depart- 
ment cannot think of any valid reason for the desire of the Ministry 
of Agriculture to avoid publication. With the exception of the license 
tax reduction, the notes merely implement the Trade Agreement in 
accordance with the undertakings of the French Government in that 
Agreement, and basis for the license tax reductions may be found in 
the continued devaluation of the French franc. There would appear 
to be no reason why the French Government should not be willing to 
generalize the undertaking to issue the licenses during the first 10 
days of each quarter where the total amount of the quota is fixed as in 
this case, unless the Ministry of Agriculture desires to obstruct im- 
portations by delaying the issuance of licenses. 

Unless you perceive reasons to the contrary, therefore, the Depart- 
ment suggests that you reply to Bousquet to the above effect and in- 
form him that we will expect the French Government to carry out in 
good faith its undertakings in this matter.“ 

Hoi 

DISCUSSIONS BETWEEN THE UNITED STATES AND FRANCE CON- 
CERNING AN ADDENDUM TO THE DOUBLE TAXATION CONVENTION 
OF APRIL 27, 1932 * 

811.512351Double/362 

Lhe Chargé in France (Wilson) to the Secretary of State 

No. 390 Paris, March 2, 1987. 
[Received March 10.] 

Sir: I have the honor to refer to the Embassy’s despatch No. 96 
of November 10, 1936,'* enclosing a report of the conversations had at 
Paris with officials of the Ministry of Finance by Mr. Eldon P. King, 

* On September 14 the American Embassy obtained the promise of the French 
Government that the text of notes would be published in Journal Officiel. This 
was done on September 17. 

* For previous correspondence, see Foreign Relations, 1936, vol. u, pp. 99 ff.; 
for text of convention, see ibid., 1932, vol. 11, p. 268. 

* Tbid., 1936, vol. 11, p. 120.
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Special Deputy Commissioner of Internal Revenue, Department of 
the Treasury, on the subject of double taxation. 

There are now enclosed a copy and translation of a note from the 
Ministry of Foreign Affairs, dated February 19, 1987, which refers 
to those conversations and proposes the commencement of negotia- 
tions upon certain fiscal questions the solution of which it is felt 
should be sought as rapidly as possible, namely, 1) the tax on stock 
exchange operations of American firms receiving in France orders 
to be executed on American exchanges, 2) the exemption from the 
general income tax of American governmental employees residing or 
domiciled in France, 3) the taxation in the United States of non- 
resident aliens, and 4) administrative assistance and cooperation with 
a view to curbing fiscal fraud. 

The Department will note that the Ministry has failed to include 
one of the questions considered by Mr. King as of importance, namely, 
the extraterritorial effect of the patente tax as applied to branches in 
France of American banks. (See Department’s instruction No. 1504 
of October 18, 1936, file 851.5123 Guaranty Trust Company/20 [2/] * 
and the Embassy’s reply No. 105 of November 12, 1936.18) 

The Ministry of Foreign Affairs is being informed that its note 
has been referred to the Department for consideration by the com- 
petent authorities of the Government. | 

_ Respectfully yours, -Epwrn C. WILson 

811.512351Double/366 : 

The Secretary of State to the Ambassador in France (Bullitt) 

No, 249 WasHineron, April 24, 1987. 

Sir: The Department refers to the Embassy’s despatch No. 390 
of March 2, 1937, and previous correspondence concerning the possible 

| conclusion of an addendum to the Double Taxation Convention be- 
tween the United States and France, and now encloses copies of a let- 
ter ® of March 29, 1937, and the enclosures thereto, received from 

the Treasury Department in further relation to this matter. The 
enclosures consist (1) of a draft addendum to the Convention on 
Double Taxation between the United States of America and France, 
of April 27, 19382; (2) of a protocol annexed to the foregoing ad- 
dendum; and (3) of a commentary on the proposed draft. 

It is suggested that you transmit the substance of the information 
contained in the letter of the Treasury Department, together with the 

* Not printed. 
™ Foreign Relations, 1936, vol. 11, p. 115. . : 

8 Tbid., p. 124. 
* Letter not printed.
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copies of the enclosures enumerated above, to the Foreign Office for 
the consideration of the appropriate French authorities. 

In transmitting these documents to the Foreign Office you may state 
that the draft might serve as a useful basis for further informal dis- 
cussions between officials of both countries, and that, should the For- 
eign Office so desire, the Department will be pleased to ascertain from 
the Treasury Department whether it will be agreeable to have Mr. 
Eldon D. King, or such other person or persons as the Treasury 
Department may wish to designate, participate in such informal 
discussions. 

Very truly yours, For the Secretary of State: 
R. Watton Moore 

[Enclosure 1] 

Provisional Draft 

ADDENDUM TO THE CONVENTION ON DousBLE TaxaTION BETWEEN THE 

Unirep States or AMERICA AND THE FRENCH REPUBLIO, SIGNED AT 
Paris on Aprin 27, 1932 | 

Being desirous of further reducing the barriers to the flow of com- 
merce between the two countries which result from conflicting prin- 
ciples and methods of taxation, the High Contracting Parties have 
agreed to the following provisions: 

| ArtTicLE I 

The first paragraph of Article I of the Convention of April 27, 1932 
is amended to read as follows: 

An enterprise of one of the contracting States shall not be subject 
to taxation in the other contracting State on the basis of: 

_(a@) industrial and commercial profits and other income unless 
directly derived from sources within its territory and, in the case of 
industrial and commercial profits, allocable in accordance with the 

articles of this Convention to a permanent establishment in the latter 
tate ; 

(6) gains or other income realized upon dissolution or merger except 
such income directly attributable to a permanent establishment in 
the latter State; 

(c) property or capital except property situated or capital employed 
within its territory and, in the case of movable property or capital, 
allocable to a permanent establishment in the latter State. 

ArticLe IT 

1. For the purposes of this Convention, the term “industrial and 
commercial profits” shall not include the following :
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(a) Income from immovable property ; 
(6) Income from mortgages, from public funds, bonds (including 

mortgage bonds), loans, deposits and current accounts; 
(c) Dividends and other income from shares in acorporation; | 
(d) Rentals or royalties arising from leasing personal property or 

from any interest in such property, including rentals or royalties for 
the use of, or for the privilege of using, patents, copyrights, secret 
processes and formulae, goodwill, trade marks, trade brands, fran- 
chises and other like property ; 

(e) Profit or loss from the casual purchase and sale of immovable 
or movable property. 

2. Notwithstanding the provisions of paragraph 1 above, the term 
“industrial and commercial profits” shall include, in so far as banking 
and financial enterprises are concerned, all items which, in conformity 
with the laws in force governing national enterprises, enter into the 
computation of profit and loss; it shall not, however, include the 
following: 

(a) Income from immovable property; 
(6) Income from mortgages. 

3. In determining industrial and commercial profits there shall be 
excluded with the above-mentioned items of income the related ex- 
penses (including general overhead) and charges. 

4, Such items of income shall be taxed separately or together with 
industrial and commercial profits, in accordance with the laws of the 
contracting States, the applicable provisions of the Convention of 
April 27, 1932, and the present Convention. 

| Articte III 

Article II of the Convention of April 27, 1932 is replaced by the 
following: | 

1. If an enterprise of one of the contracting States has a permanent 
establishment in the other contracting State, there shall be attributed 
to such permanent establishment the net industrial and commercial 
profit which it might be expected to derive if it were an independent 
enterprise engaged in the same or similar activities under the same 
or similar conditions. Such net profit will, in principle, be deter- 
mined on the basis of the separate accounts pertaining to such es- 
tablishment. Subject to the provisions of this Convention and the 
Convention of April 27, 1982, such net profit shall be taxed in ac- 
cordance with the legislation of the contracting State in which such 
establishment is situated. 

Y. The fiscal authorities of the contracting States shall, when 
necessary, in execution of the preceding paragraph, rectify the ac- 
counts produced, notably to correct errors or omissions, or to re-es- 
tablisli the prices or remunerations entered in the books at the value 
which would prevail between independent persons dealing at arm’s 
length.
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3. If an establishment does not produce an accounting showing its 
own operations, or if the accounting produced does not correspond 
to the normal usages of the trade in the country where the establish- 
ment is situated, or if the rectifications provided for in the preceding 
paragraph cannot be effected, or if the taxpayer agrees, the fiscal 
authorities may determine empirically, the net industrial and com- 
mercial profit by applying a percentage to the turnover of that es- 
tablishment. This percentage is fixed in accordance with the nature 
of the transactions in which the establishment is engaged and by 
comparison with the results obtained by similar enterprises operating 
in the country. 

4, The property or capital which is allocable to the permanent estab- 
lishment shall be determined on the basis of the separate accounts 
pertaining to such establishments, and, subject to the provisions of 
this Convention, shall be taxed in accordance with the legislation of 
the contracting State in which such establishment is situated. The 
fiscal authorities of the contracting State shall make such rectifica- 
tions of such accounts as are necessary to reflect the property situated 
within such State and such capital as corresponds to the permanent 
capital the establishment would have if it were an independent enter- 
prise engaged in the same or similar activities under the same or simi- 
lar conditions. | 

Articte IV 

1. The net income of banking and financial enterprises shall be de- 
termined in conformity with the principles laid down in Article ITI. 

2. Where a permanent establishment of an enterprise in one con- 
tracting State is in the position of a creditor or debtor in relation to a 
permanent establishment of such enterprise in the other contracting 
State, the following provisions shall apply: 

(a) If a permanent establishment in one State (creditor establish- 
ment) supplies funds, whether in the form of an advance, loan, over- 
draft, deposit, or otherwise, to a permanent establishment in the other 
State (debtor establishment) , for tax purposes interest shall be deemed 
to accrue as income to the creditor establishment and as a deduction 
from gross income to the debtor establishment, and such interest shall 
be computed at the interbank rate for similar transactions in the cur- 
rency used. 

(b) Contrary to the provisions of the preceding paragraph, from 
the interest accruing as income to the creditor establishment and de- 
ductible from gross income by the debtor establishment there shall 
be excluded the interest corresponding to the permanent capital al- 
lotted to the debtor establishment whether in the form of advances, 
loans, overdrafts, deposits, or otherwise. | 

ARTICLE V 

Income from maritime shipping and air navigation enterprises shall 
be taxable only in the State to which the enterprise belongs as pro- 
vided, respectively, with regard to shipping enterprises, in the ex- 
change of notes between the United States of America and the French
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Republic of June 11 and July 8, 1927,” and, with regard to alr naviga- 

tion enterprises, in Article III of the Convention of April 27, 1932. 

Articte VI 

Article VI of the Convention of April 27, 1932, is replaced by the 

following: 

An American corporation shall not be subject to the obligations 
prescribed by Article 3 of the Decree of December 6, 1872, by reason 
of any participation in the management or in the capital of, or any 
other relations with, a French corporation. Except as otherwise pro- 
vided in this Convention the tax on income from securities continues to 
be levied, in conformity with French legislation, on the dividends, 
interest and all other products distributed by the French enterprise; 
but it is moreover exigible, if the occasion arises, and subject to the 
measures of appeal applicable in the case of the tax on income from 
securities, on the profits which the American corporation derives from 
the French corporation under the conditions prescribed in Article IV. 

Articte VII 

Compensation paid by one of the contracting States to its citizens 
for labor or personal services performed in the other State is exempt 

from tax in the latter State. 

Articis VIII | 

Transactions initiated in one contracting State and effected on 
stock, security or commodity exchanges in the other contracting State 
shall be taxable only in the latter contracting State. 

Artictr IX 

Mutual administrative assistance in preventing tax evasion. (The 
scope and language of this article to be left for discussion between 
representatives of the two governments) 

ARTICLE X 

This Convention shall be ratified and the instruments of ratification 

exchanged at Paris as soon as possible. 
This Convention shall be effective as of the date on which the Con- 

vention signed A pril 27, 1932 became effective, namely January 1, 1936, 
and shall remain effective for the same period, namely, five years, and 
thereafter until twelve months from the date on which either con- 
tracting Party gives notice of its termination. 

American corporations which prior to May 1, 1930 have not had 
their liability to tax under Article 3 of the Decree of December 6, 1872, 
finally determined by the court of last resort shall not be subject to the 

* Foreign Relations, 1927, vol. 11, pp. 705-707. .
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application of said article for any years preceding the coming into 
force of this Convention. , 

In witness whereof, the respective Plenipotentiaries have signed 
the above articles, both in English and French languages, and have 
hereunto affixed their seals, | 

Done in duplicate at .....,0on....... 

[Enclosure 2] 

, Protocol 

At the moment of signing the present Convention, concluded on this 
day’s date between the United States of America and the French 
Republic, the undersigned Plenipotentiaries, duly authorized by their 
respective Governments, have made the following declarations, which 
shall form an integral part of the said Convention: 

_ 1. The taxes referred to in this Convention include the following: 

(a) for the United States: 
— in Article 1, paragraphs (a) and (6), the Federal income and 

excess profits taxes, except that paragraph (a) does not exempt from 
tax (1) compensation for labor or personal services performed in the 
United States; (2) income derived from real property located in the 
United States, or from any interest in such property, including rentals 
and royalties therefrom; (3) dividends; (4) interest; and paragraph 
(¢c), the Federal capital stock tax. 
— in Articles IT, III, IV, V, and VII, the Federal income tax and 

the Federal excess profits tax where applicable. 
— in Article VIII, the Federal stamp tax. 
(6) for France: 
— in Article 1, paragraphs (a) and (0), the tax on industrial and 

commercial profits, the tax on income from securities and other income 
taxes; and paragraph (c), the patente tax. 

—in Articles IT, III, IV, V, VI, and VII, the tax on industrial and 
commercial profits, the tax on income from securities, the tax on 
wages and salaries, and any other taxes appropriate to the type of in- 
come specified in said articles. 
—in Article VII, the general income tax. 
—in Article VIII, the taxes on transactions on the stock, security 

and commodity exchanges and stamp taxes. 

2. The provisions of this Convention shall not be construed to affect 
in any manner any exemption, deduction, credit or other allowance 
accorded by the laws of one of the contracting States in the determina- 
tion of the tax imposed by such State, or any exemption granted by 
the Convention of April 27, 1932. 

8. As used in this Convention: | 

(a) The term “enterprise” includes every form of undertaking, 
whether carried on by an individual, partnership (société en nom 
collectif), corporation (société anonyme), or any other entity.
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(6) The term “enterprise of one of the contracting States” means, 
as the case may be, “American enterprise” or “French enterprise”. 

(c) The term “American enterprise” means an enterprise carried 
on in the United States by a citizen of the United States or by an 
American corporation or other entity; the term “American corpora- 
tion or other entity” means a partnership, corporation or other entity 
created or organized in the United States or under the law of the 
United States or of any State or Territory of the United States. 

(qd) The term “French enterprise” is defined in the same manner, 
mutatis mutandis, as the term “American enterprise”. 

(e) The American corporations mentioned in Article VI are those 
which, owing to their form or organization, are subject to Article 3 
of the Decree of December 6, 1872. 

(f) The term “permanent establishment” includes branches, mines 
and oil-wells, plantations, factories, workshops, warehouses, offices, 
agencies, installations, and other fixed places of business of an enter- 
prise, but does not include a subsidiary company. 
When the term “permanent establishment” is used with reference 

to a particular State, it includes all the permanent establishments, 
whatever their form, which are situated within such State. 

The fact that an enterprise of one of the contracting States has 
business dealings in the other contracting State through an agent of 
genuinely independent status (e. g., broker, commission agent, or 
custodian) shall not be held to mean that it has a permanent establish- 
ment in the latter State. 
When an enterprise of one contracting State regularly has business 

relations in the other contracting State through an agent established 
there who is authorized to act on its behalf, 1t shall be deemed to have 
a permanent establishment in the latter State. 

A permanent establishment shall, for instance, be deemed to exist 
when the agent established in the State: 

(1) Isa duly accredited agent (fondé de pouvoir) who habit- 
: ually enters into contracts for the enterprise for which he 

works; or 
(2) Is bound by an employment contract and habitually trans- 

acts commercial business on behalf of the enterprise in return for 
remuneration from the enterprise; or 

(3) Is habitually in possession, for the purpose of sale, of a 
depot or stock of goods belonging to the enterprise. 

As evidence of an employment contract under the terms of 
(2) above may be taken, moreover, the fact that the administra- 
tive expenses of the agent, in particular the rent of premises, are 
paid by the enterprise. A broker who places his services at the 
disposal of an enterprise in order to bring it into touch with 
customers does not in his own person constitute a permanent 
establishment of the enterprise, even if his work for the enterprise 
is to a certain extent continuous or is carried on at regular periods. 
Similarly, a commission agent (commissionnaire), who acts in 
his own name for one or more enterprises and receives a normal 
rate of commission, does not constitute a permanent establish- 
ment of any such enterprise.
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A permanent establishment shall not be deemed to exist in the 
case of commercial travellers not coming under any of the pre- 
ceding categories. 

(g) The term “United States”, when used in a geographical sense, 
includes only the States and the Territories of Alaska and Hawaii, 
and the District of Columbia. 

(h) The term “France” when used in a geographical sense, indi- 
cates the country of France, exclusive of Algeria and the Colonies. 

Done in duplicate at .....,the........ 

[Enclosure 3] 

Commentary on the Proposed Draft of a Convention to supplement 
the existing convention relative to double taxation between the 
United States of America and the French Republic, signed at Paris 
on April 27, 1932 

_ The attached draft was proposed as a result of the suggestion of the 
French Government # that an addendum to the double taxation con- 
vention of April 27, 1932 be concluded to be effective as of January 1, 
1936. 

The draft embodies most of the points raised in the informal dis- 
cussions which took place in Paris October 29 [30?]—November 3, 
1936 ” between French officials and American officials, as well as a few 
other provisions which appear to be useful in clarifying and extending 
the existing treaty so as to prevent conflicts in jurisdiction and thereby 
reduce friction and encourage commerce between the two countries. 
Other points are left for further discussion. 

Since the, existing treaty was negotiated in the summer of 1930,” 
there has been a marked development in treaties of this nature and 
in the model conventions concerning double taxation prepared by the 
Fiscal Committee of the League of Nations. 

The draft convention for the allocation of business income between 
States for tax purposes, originally contained in the 1933 report of the 
Fiscal Committee (Official No. C.399.M.204.1933.ILA., F./Fiscal.76.) 
and published again in shightly amended form in the 19385 report of the 
Fiscal Committee (Official No. C.252.M.124.1935.IT.A., F./Fiscal.83.), 
has been studied by this Government, which has indicated its will- 
ingness to the Secretariat of the League of Nations to employ it, with 
certain minor modifications, as a basis for the negotiation of agree- 
ments with other countries. 

7 See despatch No. 2238, October 14, 1935, from the Chargé in France, Foreign 
Relations, 1935, vol. 11, p. 251. 

* See despatch No. 96, November 10, 1936, from the Ambassador in France, ibid., 
1936, vol. 11, p. 120. 

* See ibid., 1930, vol. m1, pp. 6 ff.
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The draft convention for the allocation of property and capital 
between States for the purposes of taxation contained in Annex II 
of the 1986 report of the Fiscal Committee (Official No. C.450,M.266. 
1936.I1.A., F./Fiscal.91.) also appears to be a useful basis for negotia- 
tions. Consequently, it has seemed appropriate, in formulating a draft 

convention between the United States and France, to take as a frame- 
work the draft convention for the allocation of business income, using 
the articles which supplement advantageously the existing treaty with 
slight amendments in language where necessary, and adding thereto 
other articles which embody the principles of the draft convention 
for the allocation of property and capital between States for the 
purposes of taxation, as well as articles which supplement or clarify 

the existing treaty. 
Briefly, the purposes of the various articles are as follows: 
Article I extends reciprocally the principle of territoriality, con- 

tained in Article I of the existing treaty with regard to the tax on 
industrial and commercial profits, to other taxes, with a view to pre- 
cluding the extraterritorial application and conflicts of jurisdiction. 

Article II is based on Article II of the draft convention for the 
allocation of business income, with necessary references to the con- 
vention of April 27, 1932 and the proposed convention. 

In Article IIT the first three paragraphs are based on Article IIT 
of the draft convention for the allocation of business income and the 
fourth paragraph is added to prescribe allocation criteria for the 
principle concerning property and capital enunciated in Article I, 
paragraph (c). 

Article IV is copied from the draft convention for the allocation 
of business income. 

Article V follows Article V of the draft convention for the alloca- 
tion of business income in confirming existing arrangements between 
the two countries for reciprocal exemption of shipping and air navi- 
gation profits. 

_ Article VI is intended to bring Article VI of the existing conven- 
tion in line with equivalent provisions in the French treaties with 
Belgium, Italy and Germany. Inasmuch as these treaties were nego- 
tiated subsequently to the negotiations between the United States and 
France and do not require a declaration similar to that provided for 
in paragraph 1 of Article VI of the existing convention, it is proposed 
that Article VI of the existing convention be amended so as to omit 
the declaration requirement in paragraph 1 and consequently render 
unnecessary paragraphs 2 and 3 of that article. 

Article VII reproduces Article VII of the present convention with 
a view to making it clear in the protocol that this exemption applies
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to the French general income tax, as well as to the tax on wages 
and salaries. 

Article VIII extends the principle of territoriality to transactions 
on stock, security and commodity exchanges. 

Article IX. Inasmuch as the question of mutual administrative 
assistance in preventing tax evasion involves consideration of the 
laws and policies of the two countries, it is left open for discussion 
between their representatives. 

Article X meets the French request that this additional conven- 
tion be made applicable as from January 1, 1936 in order to tie it 
to the existing convention. The removal of the declaration require- 
ment in Article VI of the convention of April 27, 1932 would involve 
a removal of the reference thereto in the third paragraph of Article 
X of such convention and therefore no reference is made thereto in 
the third paragraph of Article X of the present draft. Furthermore, 
it is proposed that the third paragraph of Article X of the existing 
convention be clarified so as to permit the dismissal of all claims 
against American corporations arising under Article 3 of the decree 
of December 6, 1872, which are still pending, and especially those 
claims which arose subsequently to May 1, 1930, when the negotia- 
tions of the existing convention were begun and would therefore not 
have arisen if the American corporations had been able to enjoy the 
benefits of the convention at that time. This involves recognition of 
the fact that the words “finally determined” mean final determina- 
tion of liability to tax, whether in principle or as to amount, after all 
possibility of recourse to judicial tribunals has been exhausted. It is 
also necessary to acknowledge the fact that under Article VI of the 
existing convention the tax on income from securities is applicable 
to diverted profits only as from January 1, 1936. 

The protocol is modeled after the protocol of the existing conven- 
tion and that of the draft convention for the allocation of business 
income with appropriate changes in language where necessary or 
desirable to clarify or amplify provisions in the protocol of the exist- 
ing convention. 

811.512351 Double/385 

The Ambassador in France (Bullitt) to the Secretary of State 

No. 1165 Paris, October 22, 1937. 
[Received November 2. | 

Sir: I have the honor to refer to the Department’s instruction No. 
467, dated September 24, 1937, announcing approaching visits to 

* Not printed.
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Paris of Mr. Eldon P. King, Special Deputy Commissioner of Internal 
Revenue, in connection with his journey to and from the meeting of 
the Fiscal Committee of the League of Nations in Geneva, and sug- 
gesting that, as it appeared possible that the French authorities who 
are considering the draft addendum proposed for the Franco-Ameri- 
can Double Taxation Convention of April 27, 19382, might welcome an 
opportunity informally to discuss this matter with him, they be in- 
formed of Mr. King’s passage through Paris. The Department added 
that Mr. King believed that the most appropriate time for such dis- 
cussions would be during the period October 18 to 20, inclusive, and 
preferably October 18, so that if a supplemental conference were found 

desirable it could be arranged before October 21. 
The Embassy found the appropriate officials of the Ministry of 

Finance, who were first approached through the Foreign Office in the 
usual way, most desirous of conferring with Mr. King. After dis- 
cussing the matter with the latter on his way through Paris on Octo- 
ber 8, it was decided that the first informal meeting should occur on 
the afternoon of October 18 and that further conferences might, if 
necessary, take place on October 20. 

Mr. Cochran” and Mr. Fullerton * of the Embassy accompanied 
Mr. King to the Ministry of Finance at three o’clock on the afternoon 
of October 18, where they were received by the following officials of 
the Ministry: : 

Mr. Georges Mer, General Secretary of the Ministry of Finance, 
assisted by Mr. Guillet, Chief of the General Secretary’s 
office ; : 

Mr. Bizot, Counselor of State, General Director of Direct Taxa- 
tion, assisted by Mr. Barrau, Administrator of Direct Taxa-. 
tion, and Mr. Pierre, Head of Bureau at the General Direction 
of Direct Taxation; 

Mr. Pelegry, Counselor at the Court of Audits, Director Gen- 
eral of the Registration, Domain and Stamp Service, assisted 
by Mr. Guinard, Administrator, and Mr. Revol, Assistant 
Chief of Bureau at the General Direction of Registration, 
Domain and Stamp. 

The discussions were resumed on October 20 at ten o’clock and 
continued, with suitable intermission, until eight o’clock in the evening, 
an officer of the Embassy being present at all times. 

Mr. King will, of course, make a detailed and technical report of 
the discussions to the Treasury Department, a copy of which will, it is 
understood, be made available to the State Department. The Em- 

* H. Merle Cochran, First Secretary of Embassy. 
* Hugh S. Fullerton, First Secretary of Embassy.
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bassy will, under the circumstances, refrain from a close review of the 

conferences, but the following observations may be of interest to the 

Department. 
It was evident from the outset that the French were primarily inter- 

ested, and very much interested, in the insertion of provisions, in the 

contemplated addendum to the existing convention or in a new conven- 

tion to replace the present vehicle, which would establish adminis- 

trative cooperation between the two countries in the exchange of fiscal 

information. In the course of the earlier discussions Mr. King and 

the Finance experts studied together, and point by point, the proposals 

for the addendum as drafted by the Treasury Department. The pro- 

posals of the French Government had apparently not been formulated, 
or, if so, they were at any rate not produced. 

During the sessions of October 20 the officials of the Ministry of 
Finance invited analysis of the Franco-Swedish conventions of Decem- 
ber 24, 1936, relating to double taxation and reciprocal assistance with 
regard to fiscal evasion.” They seemed to favor the drafting of a new 
Franco-American convention along similar lines rather than an 
addendum to the existing convention, but it was evident that they 
would not press this point. 

_ Mr. King found opportunity to bring up in a general way several 
pending claims which have arisen under the French law and decree 
of 1872, such as those against the Boston Blacking Company and the 
Durham Duplex Razor Company, as well as the Guaranty Trust 
Company “patente” tax case, and it appeared that it might be the 
disposition of the French Government to agree to dismiss these pending 
cases in the fabric of the proposed addendum or replace-convention 
in return for an acceptable “quid pro quo”. It was intimated that 
the French Government would propose that the withholding rate on 
dividends paid to nonresident French corporations be reduced from ~ 
the present 10 per cent to 5 per cent, as in the case of Canada * and as 
possible for other countries contiguous to the United States. 

The officials of the Ministry of Finance indicated to Mr. King that 
the French draft proposals would be transmitted to the United States 
Government for consideration within a period of a few weeks. 

Respectfully yours, For the Ambassador: 

Epwin C. Witson 
Counselor of E'mbassy 

* League of Nations Treaty Series, vol. cLxxxIv, p. 35. 
*° Article 1a of Convention Between the United States and Canada on Income 

Taxation, signed at Washington, December 30, 1936; for text, see Department 
of State Treaty Series No. 920, or 50 Stat. 1899; for correspondence, see Foreign 
Relations, 1936, vol. 1, pp. 790 ff. 

982609—54—20
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NEGOTIATIONS WITH FRANCE FOR THE SUPPRESSION OF LIQUOR 

SMUGGLING INTO THE UNITED STATES FROM ST. PIERRE- 

MIQUELON ” 

811.114 St. Pierre-Miquelon/443 : Telegram 

The Secretary of State to the Ambassador in France (Bullitt) 

WASHINGTON, January 25, 1937—7 p. m. 

37. Your No. 1275, December 18, 3 p.m.” Treasury Department 
believes it would be mutually helpful if it could receive an outline 
of proposed decree to replace one now in effect at St. Pierre-Miquelon 
before it is finally adopted. Please endeavor to obtain and telegraph 
desired information if you can properly do so. 

Hon 

811.114 St. Pierre-Miquelon/454 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, January 30, 1937— 2 p. m. 
[Received 3:45 p. m.] 

182. Department’s 37, January 25, 7 p.m. Foreign Office has now 
received a reply from the Ministry of Colonies wherein the latter 
insists upon the promulgation of two decrees, one approving the reso- 

lution of the Administrative Council of the Islands of September 29, 

1936, prohibiting the importation of foreign spirits, and one abro- 
gating decree of April 9, 1935," except as concerns foreign alcohol 
now there in storage (see enclosures to Department’s mail instruc- 
tion No. 18, October 28, 1936 *?). 

The Ministry of Colonies gives assurances, however, that a close 
~ watch will be kept on imports of alcohol into the islands and that if it 

appears that importations are exceeding the normal requirements of 

the islands adequate measures will be taken to restrict them to normal 
requirements. The Ministry of Colonies also gives assurances that 
it will not permit the establishment of distilleries. 

Foreign Office has promised to endeavor to have the term “foreign” 
omitted from the second decree and to have prohibition of the es- 

tablishment of distilleries included in the decree. It says that “alcool 

de traite” is common alcohol without trade name. It has promised 

*For previous correspondence, see Foreign Relations, 1936, vol. 1, pp. 428 ff. 
” Tbid., p. 436. . 
*1 See note of March 15, 1935, from the French Emhassy and telegram No. 344, 

April 17, 1935, noon, from the Ambassador in France, ibid., 1935, vol. 1, pp. 412 
and 414, respectively. 

* Not printed.
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also to obtain a ruling on the Department’s inquiry contained in the 
penultimate sentence of its 475, November 23, 7 p. m., 1936.3 | 

The Foreign Office has given oral assurances which it has proposed 
later to embody in a letter to the effect that if we find that smuggling 
has increased under the proposed decree it will be prepared to urge 
additional modification upon the Ministry of Colonies. Foreign Office 
feels, however, that the Ministry of Colonies has ample power to 
restrict importations to normal requirements and that it will do so. 
Foreign Office was requested to withhold its reply to Colonies until we 
could communicate with the Department and it has promised to do so. 
When Bonnet * called on me the other day he asked if there were 

any unsettled questions which we had up with the French Govern- 
ment as he desired to straighten out any difficulties which might exist 
before he leaves for Washington. I told him of this matter and of 
the importance which we attach to preventing smuggling from St. 
Pierre-Miquelon. He said that he would take the matter up and try 
to prevent the abrogation of the decree of April 9, 1935. 

| Buiuirr 

$11.114 St. Pierre-Miquelon/454 : Telegram 

The Secretary of State to the Ambassador in France (Bullitt) 

WASHINGTON, February 5, 1937—7 p. m. 

67. Your No. 132, January 30,2 p.m. Since “alcool de traite” ap- 
parently means ethyl alcohol of type commonly handled in bulk and 
similar to that which has in past been shipped from St. Pierre, could 
not second decree be changed to read “The decree of April 9, 1935, 
governing the exportation of alcohol from the Islands of St. Pierre- 
Miquelon is abrogated except insofar as concerns the exportation of 
‘alcool de traite’, [”] provided our understanding of “alcool de traite” 
is correct? This would include alcohol now in warehouses and would 
not affect shipments of alcoholic beverages such as those mentioned 
your telegram No. 1194, December 4, 5 p. m.** We presume you have 
explained to French authorities distinction we make between straight 
alcohol and alcoholic beverages. Since there is probably very little 
legitimate trade in straight or raw alcohol at St. Pierre it does not seem 
unreasonable to insist that exportation of this commodity be pro- 
hibited or that it be exported only in compliance with provisions of 
present decree. If French cannot agree to either, importation should 

% Foreign Relations, 1936, vol. 1, p. 484. 
* Georges Bonnet, appointed French Ambassador to the United States.
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be restricted to normal requirements by imposition of quota or effec- 
tive tax. | an 

Treasury Department is gratified to note assurances given by Min- 
istry of Colonies that it will not permit establishment of distilleries, 
as well as assurances by Foreign Office regarding additional modifica- 
tion, if necessary. 

We are happy to note that you have explained the matter to Bon- 
net. Perhaps he might be able to persuade the authorities to prohibit 
or restrict the exportation of straight alcohol if you think it wise to 
ask him to do so. 

Hon 

811.114 St. Pierre-Miquelon/459 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, February 13, 1937—2 p. m. 
[Received February 183—9: 50 a. m.] 

204. Department’s 80, February 13 [72], 5 p. m.2¢ The Embassy 
has now received a formal note from the Foreign Office giving the as- 
surances outlined in the Embassy’s 182, January 30, 2 p. m., and indi- 
cating that the decree will be issued without modification. The For- 

eign Office was requested to endeavor to have the promulgation of the 
decree delayed until the Treasury Department’s further representation 
had been received. The Foreign Office would only promise to endeavor 
to have the issuance of the decree delayed until next Wednesday. 

Buwiirr 

811.114 St. Pierre-Miquelon/460 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, February 138, 1937—6 p. m. 
[Received February 183—2:45 p. m.] 

206. In supplement to my 204, February 13, 2 p.m. I saw Blum ® 
this afternoon and expressed our views amicably but vigorously. He 
promised to look into the question personally at once. 

BuLuirr 

* Not printed. : 
"Léon Blum, President of the French Council of Ministers.
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811.114 St. Pierre-Miquelon/460: Telegram 

The Secretary of State to the Ambassador in France (Bullitt) 

WASHINGTON, February 15, 1937—4 p. m. 
85. Your 206, February 13, 6 p.m. We are glad that you have 

taken the matter up with Blum. In view of the past record of the 
Islands and the smuggling which has taken place even under the 
present decree, we believe it is not unreasonable to insist that the expor- 
tation of raw alcohol be prohibited or at least restricted. We would 
certainly regard any situation which might make possible the resump- 
tion of alcohol smuggling as a very serious matter. | 

In this connection the following message has been received from the 
Treasury Department: 

“Secretary of the Treasury most vigorously protests any modifica- 
tion of present decree which would allow unrestricted importation 
and/or exportation of bulk alcohol (alcool de traite) at St. Pierre 
regardless of country of origin. Treasury calls attention to fact that 
by reason of prohibitive duties there is no legitimate market in this 
hemisphere which could be supplied with bulk alcohol from St. Pierre 
and that therefore any alcohol exported from St. Pierre is certain to be 
for smuggling trade. The Treasury gives it as its opinion that unless 
the French Government is willing to continue substantially the re- 
strictions of the present decree prohibiting the exportation of all bulk 
alcohol from St. Pierre in vessels of less than 200 tons and prohibiting 
any exportation except under bond and landing-certificate provisions 
smuggling operations based upon St. Pierre are bound to be resumed. 
This will not only mean great loss of revenue to the United States but 

will necessitate the expense of a substantially increased enforcement 
effort. 

We wish you would convey the above message to Blum and inform 
him also that any resumption of smuggling operations from St. Pierre 
will completely nullify the favorable impressions created in this coun- 
try by the action taken by the French Government which resulted in 
the promulgation of the present decree in May 1935. 
Commander Thompson, Special Assistant to the Secretary of the 

Treasury, is sailing for Paris on Wednesday on another matter and 
you may wish to ask Blum to have final action postponed until you have 
had a chance to talk to Thompson, if you so desire. 

For our information please telegraph whether the production and 
exportation of alcohol is a monopoly in France. What are the possi- 
bilities that bulk alcohol originating in France or French possessions 
might be imported into St. Pierre and freely exported thereafter ? 

Hout
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811.114 St. Pierre-Miquelon/462 : Telegram | | OO 

The Ambassador in France (Bullitt) to the Secretary of State 

: : Parts, February 17, 1937—1 p. m. 
: : _ [Received February 17—10: 15 a. m.] 

- 226. Department’s 85, February 15, 4 p. m., last paragraph. The 
importation, production, distribution and sale of alcohol in France 
is so closely regulated in the interest of national defense and revenue 
as to amount to a monopoly although it does not legally go by that 
name. (See decrees on indirect taxes in Journal Offiiciel December 28, 
1934, page 12857 and November 7, 1936 page 11622). | 

~ Under the proposed decree therefore nothing to prevent bulk alcohol 
originating in France or French possessions from being imported into. 
St. Pierre and freely exported from-there except the assurances of the 
Ministry of Colonies that importations into the islands will be 
restricted to actual consumption needs. The exportation of alcohol 
from France is controlled by bonding system (article 100 page 12864 
[12863 | Journal Offictel December 28, 19384) which should enable the 
Ministry of Colonies to restrict exportation to St. Pierre. 

: | Bowirrr 

811.114 St. Pierre-Miquelon/463 : Telegram 

The Ambassador in France (Bullitt) to the Seeretary of State 

Paris, February 17, 1937—11 p. m. 
[Received February 18—1: 55 p. m.} 

234. Last night I communicated to Delbos * the substance of your 
85 of February 15,4 p.m. This morning Blum, to whom [I had al- 
ready spoken, telephoned and asked me to have a conversation with 
the Minister of Colonies who called on me this evening accompanied 
by his expert in the affairs of St. Pierre-Miquelon, Monsieur Merat, 
Director of Economic Affairs at the Ministry of Colonies. Merat, 
who stated that he had been in St. Pierre-Miquelon in 1935-36, con- 
ducted most of the conversation in behalf of the Minister of Colonies. 

He asserted that when he had been in St. Pierre-Miquelon he had 
discussed the question of suppressing the contraband trade with our 
Consul, Mr. Gunsaulus, and that Mr. Gunsaulus had approved fully of 
the measures which the French Government now proposes to adopt. 
He suggested that our Government should communicate with Gun- 
saulus. He said he was confident that Gunsaulus would agree with 

* Yvon Delbos, French Minister for Foreign Affairs.
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him that the new method devised by the French Government for sup- 
pressing the contraband trade would be more effective than the method 
now in force. 

He and the Minister state that their sole desire was to suppress com- 
pletely the contraband from St. Pierre-Miquelon to the United States. 

They said that with this object in view they had asked the Assembly 
at St. Pierre-Miquelon to vote a law forbidding the importation into 
St. Pierre-Miquelon of all alcohol except French alcohol; the law had 
been voted. 

In return the inhabitants of St. Pierre-Miquelon had requested that 
they should be treated in the same manner as inhabitants of all other 
French colonies; that is to say the regime of export under bond should 
be suppressed. 

The Minister and his expert both stated that the French Government 
was prepared to promise that no alcool de traite would be exported 
from France to St. Pierre-Miquelon. 

They were further prepared to promise that if the American Govern- 
ment should find reason to object to the new regime in St. Pierre- 
Miquelon they would establish a quota for importation of alcoholic 
beverages to St. Pierre-Miquelon. | 

They stated further that one of their chief reasons in desiring to 
change the law was the wish to reduce the expenses of the French 
Government in maintaining St. Pierre-Miquelon. 

They asserted that the revenues of the islands now amounted to ap- 
proximately 1,000,000 francs and asserted expenses of the islands 
amounted to 8,000,000 francs which required an annual contribution 
by the French Government of about 7,000,000 francs. They wished 
to reduce the number of customs inspectors at St. Pierre-Miquelon in 
order to reduce the expenses of the French Government. 

The expert of the Minister of Colonies there said that they would 
be very glad to put on more customs inspectors if the United States 
should be prepared to pay for them. I asked him if he were speaking | 
seriously as we were willing to go to great lengths to prevent this 
traffic. He replied that of course the French Government would have 
to select and pay the agents with our money. 

They finally said that if the new regime should be established and 
the American Government should find objections thereto they were 
prepared to reintroduce the regime now in force. 

I asked if they would hold up the new decree and they said they 
could hold it up for a few days. The difficulty was that the law 

passed by the Assembly of St. Pierre-Miquelon forbidding the impor- 
tation of alcohol except of French origin was now due to take effect. 
They had secured the passage of this law by promising that the regime 
of export under bond would be suppressed. Moreover, the bonding
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system was of doubtful legality. It would therefore be more em- 
barrassing for them to delay the suppression of the bonding system. 
I asked why it would be embarrassing and they repeated that the 
colonists of St. Pierre-Miquelon had demanded to be treated on the 
same footing as all other French colonists. 

I said that I did not believe that the French Government had to be 
too particular about the finer feelings of a lot of smugglers. 

I said further that we did not believe the system they proposed to 
install would prevent the importation into St. Pierre-Miquelon of 
alcohol from other countries than France under false French labels 
and under false French certificates. I added that we did not believe 
that exports from France would be controlled properly and stated 
that we believed the only purpose of the new decree was to permit 
smuggling. After a vigorous discussion I was again assured that the 
only desire of the French Government was to put an end once and for 
all to smuggling from St. Pierre-Miquelon. 

BuLiirr 

811.114 St. Pierre-Miquelon/464 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, February 17, 1937—midnight. 
[Received February 18—10:15 a. m.] 

235. Supplementing my 234, February 17, 11 p. m. I finally elicited 
the information requested from the Minister of Colonies that Delbos 
after my conversation with him last night had flatly forbidden the 
issuance of the new decree until our Government should be satisfied. 

I attribute to this intervention by Delbos the concessions offered 
this evening by the Minister of Colonies: 

(1) that no alcool de traite would be exported to Saint Pierre- 
Miquelon, 

(2) that a quota for alcoholic beverages would be established if 
necessary, 

(3) that 1f the new regime should not prove to be satisfactory the 
present regime would be reintroduced. 

.. . Ldoubt that our Consul at St. Pierre-Miquelon ever favored the 
plan of control now proposed. It would be most valuable to me to 
have any expressions of opinion which Gunsaulus may have sent to 
the Department with regard to this proposal. 

I venture to renew my recommendation that both you and the Pres- 
ident should speak about this matter emphatically to Bonnet. I can 
see no reason why it is not possible both to forbid the importation of 
alcohol into St. Pierre-Miquelon from all countries other than France 
and to continue at the same time the system of exportation in bond.
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It was obvious throughout the conversation outlined above that the 
Minister of Colonies knew nothing whatsoever about the question but 
was acting solely on the advice of Merat. ... 

As I shall see Delbos and Blum tomorrow I should appreciate im- 
mediate instructions. 

BuLuitr 

811.114 St. Pierre-Miquelon/465 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Parts, February 18, 1937—6 p. m. 
[Received February 18—3:10 p. m.] 

238. Referring to Department’s telegram No. 85, February 15, 4 
p.m. The Ministry of Foreign Affairs now expresses the willingness 
to issue four decrees on this subject: 1, abrogating the present bond- 
ing system except as concerns alcohol and alcoholic beverages of what- 
ever origin now in stock in St. Pierre-Miquelon; 2, prohibiting the 
importation of all alcohol and alcoholic beverages of foreign origin, 
no derogations being permitted; 3, prohibition of the manufacture of 
alcohol in the islands and; 4, prohibition of the importation of all 
“alcool de traite” of whatever origin into the islands. Foreign Office 
now says that “alcool de traite” includes all alcohol and alcoholic bev- 
erages other than those entitled to an “appellation d’origine” or hay- 
ing a trade name. 

If the American Government finds that there has been a revival 
smuggling under the new regime the Foreign Office and the Ministry 
of Colonies have both agreed that the decree of April 9, 1935 will be 
reenacted and written assurances to that effect will be given. 

The Foreign Office in this connection requests that the Department 
again give consideration to the French Ambassador’s proposals of 
1935 *® that the United States Lines be induced to arrange cruises to 
St. Pierre-Miquelon. 

Bouiuirr 

$11.114 St. Pierre-Miquelon/465 : Telegram 

The Secretary of State to the Ambassador in France (Bullitt) 

WasuHinetTon, February 18, 1937—10 p. m. 

97. Your telegrams Nos, 234, 235 and 288, last dated February 18, 

6p.m. Treasury Department advises they have no substantial objec- 

* See note of March 15, 1985, from the French Embassy, Foreign Relations, 
1935, vol. 1, p. 412.
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tion to first three proposed decrees. Regarding fourth decree Treasury 
points out that bulk alcohol commonly smuggled into United States 
from Europe via St. Pierre and otherwise usually has a trade name 
such as “Hand Brand”, “Swan Brand”, et cetera. Treasury fears 
that this proposed limitation would therefore not prove effectual 
against resumption of smuggling. They urge that either present bond- 
ing system be continued with respect to all exports of bulk alcohol 
of whatever origin from St. Pierre or that the importation of bulk 
alcohol, even though having a trade name, be controlled through a 
quota system or an import tax. Treasury assumes that words “having 

a trade name” in your telegram No. 238 apply equally to “alcohol” 
and “alcoholic beverages”. Is this correct? ; 

Treasury advises further that it is common gossip in the under- 
world in this country that smuggling operations based on St. Pierre 
will soon be resumed and urges that no loop-hole be left through which 
bulk alcohol could lawfully be exported from St. Pierre. / 

For Gunsaulus’ views see Department’s instruction No. 18, October 
28, 1936,° and telegram No. 453, November 10, noon." He also stated 
in commenting on your telegram No. 1194, December 4, 5 p. m.,:# 

“Believe the suggested provision to prohibit the exportation of 
all alcohols should be included if possible even though present decree 
to that effect has not proved entirely satisfactory; failing that either 
quota system or import tax on French alcohols such as rums and 
cognacs should be of assistance provided French authorities exercise 
strict control. There is a possibility, of course, that an import tax 
might further antagonize the people and cause smuggling. The above 
is based upon the assumption that present decree continue in effect, 
that the importation of all foreign alcohols would be prohibited and 
that the French Government would strictly enforce all decrees re- 
lating to alcohol.” , 

We greatly appreciate the earnest efforts which the French Govern- 
ment is apparently making to meet our wishes, as well as your own 
indefatigable labors in this regard. 

How 

811.114 St. Pierre-Miquelon/467 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, February 19, 1937—4 p. m. 
[Received February 19—1:55 p. m.] 

243. Your 97, February 18, 10 p. m. The Ministry of Foreign 

Affairs informs us that the fourth decree mentioned in the first para- 

* Not printed. 
“ Foreign Relations, 1936, vol. 1, p. 433. _ 
“Tbid., p. 484. .
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graph of Embassy’s 238, February 18, 6 p. m., is intended to prohibit 
the importation of bulk alcohol which might be used in smuggling 
even though such alcohol may possess a trade name. 

The Ministry of Foreign Affairs suggests that the question raised 
by our Treasury Department might be met by defining “alcool de 
traite” in the decree itself and suggests that our Treasury Depart- 
ment itself should propose the definition of “alcool de traite”. 

If you find this arrangement satisfactory the French Government 
as a matter of form proposes to issue the decrees in the following 
manner: decrees 1 and 2 as given in our 238, February 18, 6 p. m.; 
decrees 3 and 4 to be consolidated into one decree which would: 

(a) prohibit the importation of “alcool de traite” into St. Pierre- 
Miquelon ; 

(6) define “alcool de traite”; : 
(¢) prohibit the installation of any distillery of alcoho] in the 

islands of St. Pierre-Miquelon. | | 

I should greatly appreciate a reply at your earliest convenience. 
. | a Buiirrr 

$11.114 St. Pierre-Miquelon/467: Telegram - 7 

The Secretary of State to the Ambassador in France (Bullitt) 

| | WASHINGTON, February 19, 1987—6 p. m. 

99. Your No. 243, February 19,4 p.m. Treasury Department con- 
siders arrangement outlined satisfactory subject to the acceptance of 
substantially the following definition of term “alcool de traite”: 

“The term ‘alcool de traite’ means ethyl alcohol from whatever source 
or by whatever process produced, including dilutions or mix- 
tures thereof, but not including beverages, perfumes, pharmaceuticals, 
favoring extracts, and similar substances or preparations, when bot- 
tled and packaged by reputable manufacturers and labeled as such 
under appropriate trade or brand names.” | | 

Please express our thanks to the French Government for their coop- 

eration in this matter, adding that we will again bring the matter of 
cruises to the attention of the United States Lines although, as you 
correctly informed them, we have no control over the United States 
Lines. :
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811.114 St. Pierre-Miquelon/470 : Telegram , 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, February 22, 1937—4 p. m. 
[Received February 23—9: 05 a. m. | 

255. Department’s 99, February 19,6 p.m. Foreign Office, at the 
instance of the Ministry of Colonies, suggests modification of proposed 
definition of “alcool de traite” as follows—in place of “when bottled 
and packaged by reputable manufacturers” it suggests “when bottled 
or casked by reputable manufacturers” and in place of “and labelled 
as such under appropriate trade or brand names”, it suggests “and 
bearing certificate of origin”. The Foreign Office adds that certificate 
of origin would be issued by the French liquor exporter and visaed by 
the French Customs authorities at the post of exportation. The Min- 
istry of Foreign Affairs states that these changes in phraseology are 
desired to permit the importation of rum from Martinique. 

I should appreciate a reply at your earliest convenience. 
- Buouiirr 

811.114 St. Pierre-Miquelon/470 : Telegram 

The Secretary of State to the Ambassador in France (Bullitt) 

WASHINGTON, February 23, 1937—7 p. m. 

103. Your No. 255, February 22,4 p.m. Treasury Department ob- 

jects to suggested modifications in definition of “alcool de traite” since 
they feel these would open the way for traffic in neutral spirits or 
plain alcohol in bulk containers. They call attention to fact that rum 
if imported in quantity into St. Pierre from Martinique would un- 
doubtedly be for smuggling purposes, although conceding that 
smuggling of rum as such from St. Pierre would probably be directed 
at the maritime provinces of Canada rather than at the United States 
where the market for this beverage is comparatively small. They feel 
strongly that there would be no unfairness to the people of St. Pierre 
if the French should restrict the importation of alcohol and alcoholic 
beverages to such as are bottled and packaged under trade or brand 
names by reputable manufacturers, as contemplated by suggested 
definition. 

They say, however, that if the French Government should insist 
upon an amendment of the proposed definition so as to permit the 
importation of rum into St. Pierre in bulk containers, this can more _ 
safely be done by preserving the definition as originally submitted and 
adding the following: “and not including rum when bottled or casked 
by reputable manufacturers and bearing justification of origin”. 
(Quaere: Should word “justification” your telegram be “appella- 
tion” ?) 

Huy
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811.114 St, Pierre-Miquelon/471 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, February 24, 1937—7 p. m. 
[Received February 24—6:11 p. m.] 

271. Your 103, February 23,7 p.m. After consideration of your 
telegram under reference, the Ministry of Colonies and the Ministry 
for Foreign Affairs have come to the conclusion that instead of at- 
tempting further to agree upon the proposed definition it is prefer- 
able to abandon the proposal to abrogate the present bonding system. 
In other words, they now propose to leave the decree of April 9, 1935, 
regarding the bonding system for the exportation of alcohol from 
St. Pierre, in full force and effect. 

In addition the Ministry for Foreign Affairs states that if there 
should be any continuance of smuggling they will be prepared to re- 
examine the situation. Furthermore, that the administration of St. 
Pierre will receive special instructions from the Ministry of Colonies 
to supervise the importation of alcohol into the islands so that, if 
necessary, measures may be taken to prevent the building up of new 

stocks. 
We have attempted with the support of the Ministry for Foreign 

Affairs to obtain in addition to the retention of the decree of April 9, 
1935, a new decree prohibiting the importation of foreign alcohol 
into the islands. We have pointed out that the Administrative Coun- 
cil has submitted for the approval of the Ministry of Colonies a reso- 
lution of September 29, 1986, prohibiting the importation of foreign 
alcohol and that all that would be necessary would be for the Ministry 
of Colonies to give its consent. The Ministry of Colonies, however, 
states that at the same time as the foregoing resolution was submitted 
it was understood between the Administrative Council and the Admin- 
istrator of St. Pierre that the present bonding system would be sup- 
pressed. The Ministry of Colonies, therefore, takes the position that 
if they are now to maintain in effect the present bonding system they 
cannot, in view of the foregoing understanding, approve the resolu- 
tion which would prohibit the importation of foreign alcohol. The 
Ministry of Colonies furthermore states that so long as the decree of 
April 9, 1935, governing exportations is in effect, there is no necessity 
for prohibiting foreign alcohols. 

- Inasmuch as the present bonding system is to remain in force, the 
French Government, instead of issuing a decree prohibiting the manu- 
facture of alcohol in the islands, renews to us through the Foreign 
Office its assurances that the manufacture of alcohol in the islands, 
in fact, will not be permitted. 

I should appreciate a reply at your earliest. convenience. | 

Bou.irrr
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811.114 St. Pierre-Miquelon/471: Telegram - | | 

The Secretary of State to the Ambassador in France (Bullitt) 

a : - WasHineton, February 25, 1937—8 p. m. 

109. Your No. 271, February 24, 7 p.m. Treasury Department 
considers proposal to leave the decree of April 9, 1935, in full force 
and effect satisfactory. While there has been a gradual escape of 
alcohol from St. Pierre-Miquelon in violation of the present decree, 
on the whole it has worked out fairly well and is in line with similar 
bonding regulations in effect in other places adjacent to the coast of 
the United States, such as Newfoundland, Canada, the British West 
Indies and Mexico. | 

Treasury Department believes that any modification of present 
decree, even though surrounded with apparently satisfactory safe- 
guards, would be interpreted by smugglers as a change in the restric- 
tive policy which has been in force since the promulgation of the 
present decree and might lead to increased illegal activity. 

We are happy to note that the Administration at St. Pierre-Mique- 
lon will receive instructions to supervise the importation of alcohol in 
order to prevent the building up of new stocks and that the manu- 
facture of alcohol in the Islands will not be permitted. 

- Secretary Morgenthau asked me specially to express to you his very 
great appreciation of your fine cooperation and helpfulness in this 
matter. — | . 

811.114 St. Pierre-Miquelon/487 . 

The Secretary of State to the Vice Consul at St. Pierre-Miquelon 
a (Gunsaulus) | 

| | . Wasuinaron, March 23, 1987. 
Sir: There is enclosed for your information a copy of a despatch * 

from the American Embassy at Paris, France, together with a trans- 
lation “ of the decree of January 21, 1937, rejecting the resolution of 
the Council of Administration prohibiting the importation of foreign 
alcohols into the islands of St. Pierre-Miquelon. 

In this connection there is also enclosed for your information a 
copy of a previous telegram from the Embassy * reporting that the 
French Government had decided to leave the decree of April 9, 1935, 
in effect. In our telegraphic acknowledgement of February 25, 8 
p. m., the Ambassador was informed that the Treasury Department 

* Despatch No. 403, March 3, not printed. | 
“Not printed. 
“Telegram No. 271. February 24, 7 p. m., p. 309.
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was satisfied with the proposal to leave the present decree in effect as 
it was believed that any modification, even though surrounded with 
apparently satisfactory safeguards, would be interpreted by smugglers 
to indicate a change in the restrictive policy which has been in force 
since the decree became effective and might lead to increased illegal 
activities. 

Furthermore, the present decree is in line with similar bonding regu- 
lations operative in other places adjacent to the coasts of the United’ 
States, such as Canada, Newfoundland, the British West Indies and 
Mexico. 

There is also enclosed a copy of Executive Agreement Series No. 
99 which is a recent agreement between the United States and France 
for the suppression of customs frauds.** It is believed that this agree- 
ment will prove helpful in your relations with the authorities at St. 
Pierre-Miquelon in connection with the exchange of information 
relating to smuggling. 7 

Very truly yours, For the Secretary of State: 
R. Warton Moore 

STATUS UNDER FRENCH LAW OF AMERICAN CITIZENS OF FRENCH 

ORIGIN WITH RESPECT TO LIABILITY TO MILITARY SERVICE IN 

FRANCE * : 

851.117/456. | | 

The Ambassador in France (Bullitt) to the Secretary of State 

No. 345 | Paris, February 10, 1937. 
[Received February 23. ] 

- Sm: In continuation of my despatch No. 243 of December 30, 1936, 
furnishing information regarding questions arising out of dual na- 
tionality, with particular regard to difficulties encountered by Ameri- 
can citizens at the hands of the military authorities when visiting 
France, I have the honor to convey herewith further information on 
the subject. 

-—Artictz 9 (1) or THe Nationauiry Law or Aveust 10, 1927 

The Embassy has received from the Foreign Office a note dated 
January 11, regarding the interpretation of Article 9 (1) of the 
Nationality Law of August 10, 1927. It would appear from this 
note that a French citizen automatically loses his French citizenship, 

“ Eiffected by exchange of notes, December 10 and 12, 1936; entered into effect 
December 15, 1936. . 

“ Continued from Foreign Relations, 1986, vol. 1, pp. 182-139. | 
“ Tbid., p. 137.



312 FOREIGN RELATIONS, 1937, VOLUME II 

as a result of his naturalization in the United States without the 
authorization of the French Government, only if his naturalization 
takes place after the running of the ten-year period mentioned in 
Article 9 (1). : 

This interpretation of the note in question in confirmed by in- 
formation previously furnished by the Foreign Office. (See last 
paragraph on page 5 of despatch No. 166 of December 2, 1936, and 
page 4 of despatch No. 243 mentioned above.*°) 

A copy and translation of the Foreign Office note are enclosed 
herewith. A copy of the Embassy’s communication of December 15, 
1936, to which the note is a reply, is also transmitted herewith to 
complete the Department’s files.™ 

It appears further from the Foreign Office note of January 11 that 
a person naturalized before the end of the ten-year period, can not 
divest himself of French nationality unless he obtains during that 
period the authorization of the French Government. In other words, 
if that person does not apply for and obtain the required authoriza- 
tion before the termination of the period in question, he “can not 
legalize his status by an authorization received after this period”. 
Moreover, this interpretation of the last sentence of the note has been 
orally confirmed by the Foreign Office. 

Ii—Decrere-Law or Ocroser 30, 1935 

It will be recalled that this Decree-Law provides for exemption 
from military service for French citizens residing in certain regions 
outside of France. (Enclosure 17 to despatch 166 of December 2, 
1936.) The Embassy has long been endeavoring to procure infor- 
mation as to the formalities a person residing in the United States 
must fulfil in order to visit France for the period set forth in the 
Decree-Law. Although a second note on the subject, dated Decem- 
ber 31, 1936, has been received from the Foreign Office, it does not 
furnish the information sought (Section I-b of enclosure 19 to despatch 
166), merely stating that, insofar as the United States is concerned, 
the exemption in question “is full and complete”. | 

However, an official of the Foreign Office today orally advised the 
Embassy in the sense desired. He stated that any resident of the 
United States who is at once of American and French nationality and 
who is entitled to benefit by the provisions of this Decree-Law, should 
apply to the competent French consulate for a letter to be carried with 

“Foreign Relations, 1936, vol. 11, p. 186, paragraph beginning, “In reply to 
these questions.” oO 

0.1 bid section entitled “Article IX (1) of the Nationality Law of August 

64 Not ‘printed. 
” Enclosures to despatch 166 not printed.
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him when in France. The letter should set forth the fact of the resi- 
dence in the United States of the person concerned for the required 
period; and state in substance that, being exempt from military service 
under the Decree-Law of October 30, 1935, he may return to France for 
the length of time provided by that enactment, without apprehension 
of encountering difficulties at the hands of the military authorities. 
Since the length of the visit permitted in France varies according to 
the circumstances (see the Decree-Law), it would be well for the letter 
to mention the exact period of sojourn authorized, in order to avoid 
misunderstanding and possible serious difficulties. 

The Foreign Office official added that such a letter is not to be 
considered as a sauf-condwit, the latter document being issued to none 

, other than a person having an irregular military status, whereas a 
person proceeding to France for a visit under the provisions of the 
Decree-Law in question is in good standing. 

Respectfully yours, For the Ambassador: 
Epwin C. Witson 

| - : Counselor of Embassy 

351.117/458. 

The Chargé in France (Wilson) to the Secretary of State 

No. 422 - Paris, March 6, 1937. 
[Received March 19.] 

Sir: In continuation of my despatch No. 345 of February 10, 1937, 
regarding questions arising out of dual nationality, with particular 
reference to liability to French military service of American citizens 
of French origin, I have the honor to advert to the conversation re- 
ported in. despatch No. 243 of December 30, 1936 (Section TIT) ,5* at 
which time the competent Foreign Office official stated that any French 
citizen naturalized abroad after the running of the ten-year period 
mentioned in Article 9 (1) of the Nationality Law of August 10, 
1927, if in good standing with the military authorities, automatically 
loses French citizenship under French law, as a result of such natur- 
alization. | 

There.is now transmitted herewith a copy and translation of a fur- 
ther note-from the Foreign Office, dated March 2, confirming the 
above interpretation that such loss does not take place in the case of 
one who failed to answer his call to the colors. The note states that 

such a person is not included in either of the two categories mentioned 

“a Foreign Relations, 1936, vol. 11, p. 188, paragraph beginning, “Referring to 
the partial interpretation.” 

* Not printed. - 
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in Article 9 (1) of the law of 1927; that therefore the ten-year period 
referred to therein does not commence to run for him so long as his 
delinquency continues; and that he can not lose French nationality 
until he is fifty-three years of age, at which time military defaulters 
may return to France without encountering difficulties. 

It also appears from the note that the ten-year period in question 
does not begin to expire for a person who may have been omitted from 
the recruiting lists (presumably through error or fraud), until such 
omission has been rectified, since neither induction into the army nor 
exemption from service can take place as long as the omission lasts. 

Respectfully yours, Epwin C. Witson 

851.117/465 

The Secretary of State to the Ambassador in France (Bullitt) 

No. 422 Wasnineton, August 18, 1937. 

Sir: The Department has received from your office despatches Nos. 
166 of December 2, 1936,5* 243 of December 30, 1936," 345 of February 
10, 1937, and 422 of March 6, 1937, setting forth the results of your 
efforts to clarify certain provisions of the French Nationality Law 
and containing new information as to the French military service re- 
quirements. Prior to the receipt of the last two despatches above- 
mentioned the Department had revised Paragraph No. 48 covering the 
French military service requirements in the Notice to Bearers of 
Passports, and such revision was contained in the edition of Febru- 
ary 1, 1937. Two copies of the pamphlet just mentioned are enclosed 
herewith. A call has recently been made at the Department by Mr. 
Eslinger who it is understood for a time handled military service mat- 
ters at your Embassy and the matter of the French military service 
requirements was orally discussed with him. A further revision of 
Paragraph 48 of the pamphlet has been made in the light of such dis- 
cussion and of the above-mentioned despatches of February 10, 1937, 
and March 6, 1937, for possible use in the next reprint of the booklet. 
A copy of the proposed new Paragraph is enclosed. 

The Department understands that the decree of October 30, 1935, 
applies to persons who reach the French military service age after the 
effective date of the decree, that is, October 31, 1935, but not to persons 
who reached the military service age before that date. It would appear 
that the latter persons, unless for some reason they should be speci- 
ally exempted from military service, would become liable for such 
service automatically, regardless of the place of their residence. In 

* Foreign Relations, 1936, vol. 1, p. 134. 
= Tbid., p. 187.
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other words, it is the Department’s understanding that the decree does 
not apply to persons who by reason of not having complied with French 
military service obligations had become delinquent prior to October 
81,1935. You will notice that this interpretation of the decree is set 
forth in the last paragraph of the enclosure. 

The Department requests that you examine the revised Paragraph 
48 and state whether in your opinion it is correct. 

Very truly yours, For the Secretary of State: 
G. S. MessersMIrH 

| [Enclosure] 

Revised Paragraph No. 48 of “Notice to Bearers of Passports” 

48, France.—The Department of State has been advised by the 
French Government that American citizens of French origin who visit 
France, and who under the laws of that country are regarded as French 
citizens, have the following status with regard to a possible change of 
their nationality and with regard to their military obligaticns in 
France: 

A. RECOGNITION BY THE FRENCH GOVERNMENT OF THE NATURALIZATION 
ABROAD OF A- F'RENCHMAN 

Article IX (1) of the French nationality law of August 10, 1927, 
reads : 

“French nationality is lost by: A Frenchman who is naturalized 
abroad or who, on his own request, acquires a foreign nationality by 
operation of the law after he is 21 years old. 

“However, until 10 years have gone by, counted from either enlist- 
ment in the active Army or the entry on the military liability list in 
case he is excused from active service, he who has become a foreign 
subject does not lose his French citizenship except under special au- 
thorization by the French Government.” 

Persons naturalized in their own right.—It is understood that article 
IX (1) above quoted means that a French citizen naturalized abroad 
before the expiration of the 10-year period, whether or not at the time 
in good standing with the military authorities, will not automatically 
lose French nationality as a result of the mere running of the 10-year 
period and that such a person will not lose his French citizenship until 
he is authorized by decree to do so. It is also understood that if the 
French Government’s authorization is not obtained within the 10-year 
period French nationality will be retained indefinitely, if the natural- " 
ization occurred within such period, and that the mere expiration of 
the 10-year period will not in such cases end this irregular status. 

However, with regard to French citizens naturalized in the United 
States after the running of the 10-year period mentioned in article
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IX (1), it is understood that if in good standing with the French 
military authorities, they automatically lose French citizenship under 
French law as a result of such naturalization. In such cases it is un- 
derstood that the 10-year period is considered as beginning to run 
from the time of enlistment in the active army, or, in the cases where 
the person concerned is excused from active service, from the entry 
of his name on the military liability list. Loss of French citizenship 
cannot take place after the 10-year period in the case of a person who 
has failed to answer his call to the colors. The French Government 
has stated that such a person is not included in either of the two cate- 
gories mentioned in article IX (1) of the law; that, therefore, the 
10-year period does not begin to run for him so long as his delinquency 
continues; and that while thus delinquent he cannot lose French 
nationality until he is 53 years of age, at which time military de- 
faulters may return to France without encountering difficulties. The 
French Government has also stated that the 10-year period in question 
does not begin to expire for a person who may have been omitted from 
the recruiting lists (presumably through error or fraud) until such 
omission has been rectified, since neither induction in the army nor ~ 
exemption from service can take place as long as the omission lasts. 

Persons naturalized through the naturalization of a parent.—It is 
understood that the status of a person who has acquired American 
citizenship during his minority as a result of the naturalization of his 
parents varies accordingly as the naturalization of the parents has or 
has not been authorized by the French Government. If the parents 
have remained French citizens under French law, the child also re- 
mains French. If, on the other hand, the French Government has 
given its authorization to the renunciation of French citizenship on 
the part of the parent, the minor child also loses French citizenship 
provided such minor child is not delinquent under the French military 
service laws. It is assumed that if the parents were naturalized as 
citizens of the United States after the 10-year period and automatically 
lost French nationality, as stated above, and if their minor chil- 
dren who acquire American citizenship through the naturalization of 
their parents are not delinquent under the French military service 
law, such children would also lose that nationality. 

B. RenunciaTION oF FRENCH CITIZENSHIP BY PersoNs Born IN THE 
Unitep States or Frencu Parents 

Article [X (8) of the French nationality law of August 10, 1927, 
reads: 

“French nationality is lost by: Any Frenchman, even though he be 
under age, who holding, by operation of the law and without any 
expressed will on his part, a foreign nationality, is authorized, on his 
request, by the French Government to maintain it.”
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The Department has been informed that persons born in the United 
States of French parents who wish to retain their American citizenship 
and renounce their French citizenship under the provisions of article 
IX (8) of the French nationality law of August 10, 1927, may do so 
by addressing a petition to the French Ministry of Justice. It is 
understood that in such a case the person concerned can be released 
from French nationality only by means of a decree. It appears that 
under article [X (8), above quoted, such persons need not have reached 
their majority. Inquiry should be made at a French consulate as to 
the procedure which should be followed in making the petition. It 
is understood that the appropriate application may be made (1) by 
the interested person himself if he is over 21 years of age; (2) by the 
person concerned, with the permission of his legal representative, if 
he is less than 21 years old and over 16; or (8) by the legal repre- 
sentative of the interested minor in the latter’s name if he is less 
than 16. 

C. Documentation or AMERICAN Citizens Wuo Are LiaBle 10 
Mivirary SERVICE IN FRANCE 

The Department understands that under article 99 of the French 
recruitment law of March 31, 1928, persons born in the United States 
of French parents will in time of peace be permitted by the French 
Government to pay a visit to France without being compelled to per- 
form military service there, provided they carry certificates stating 
that military service is not obligatory in the United States. Such cer- 
tificates may be obtained from the French Embassy in Washington, 
D. C., and French consulates in the United States, and also from the 
American Embassy in Paris and American consulates in France. 

Safe conducts—The Department understands that safe conducts 
will be issued only to French military delinquents domiciled in the 
United States who have a dual nationality, independently of their 
volition, provided the offense of delinquency with which they are 
charged was committed before January 1, 1927, and provided that they 
have not been sentenced by default by a French military tribunal. 
Consequently, safe conducts cannot be issued to the following classes: 
(1) men declared delinquent after December 31, 1926; (2) men delin- 
quent before January 1, 1927, who have not acquired abroad a dual 

nationality independently of their volition; or (8) men delinquent 
before January 1, 1927, who, having acquired a dual nationality in- 
dependently of their volition, have been sentenced by default by a 
French military tribunal. The French Foreign Office has stated that 
it is disposed to give a very liberal interpretation to the phrase “inde- 
pendently of their volition” in the cases of children naturalized 
through the naturalization of their parents, but that the circumstances 
in each case will be taken into consideration in reaching a decision.
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No safe conduct can, however, be granted to such persons whose de- 
linquency arose after December 31, 1926. Persons coming within the 
categories to whom safe conducts may be issued should, before pro- 
ceeding to France, apply for such a document at a French Consulate in 
the United States or the French Embassy in Washington, D.C. Safe 
conducts are generally valid for a period of three or four months. 
The period mentioned in the safe conduct should be scrupulously ob- 
served and the bearer should refrain from performing any act which 
may be considered as an express or implied waiver of the rights and 
advantages granted by the safe conduct. 
American citizens of French origin visiting France should under- 

stand that a French visa of their passport does not relieve them from 
any military or other obligations in the country to which they may 
be liable. The visa cannot be regarded as a safe conduct. Safe con- 
ducts are always separate documents. 

D,. Exemprion or AMERICAN CITIZENS OF FreNcH Oricin From Mini- 
TARY OBLIGATIONS IN FRance UNvDER THE DecrEE Law oF OCTOBER 
30, 1935 

Under the French decree law of October 30, 1935, which became 
effective October 31, 1935, the date of its promulgation, those French 
citizens who proceeded for residence to countries outside of Europe 
and not bordering on the Mediterranean, before the commencement of 
the formalities incident to the calling of their class to the colors, are 
exempt from military service, provided there is no French military 
unit sufficiently near to the place of residence into which such persons 
can be incorporated. It is understood that the United States is one 
of the areas in which the exemption is effective. However, if before 
reaching the age of 30 years, the persons concerned should, by reason 
of change of residence, no longer be in a position to take advantage of 
this exemption, they are bound to perform the period of active service 
due by their recruiting class. It is understood that persons entitled 
to exemption from military service under the provisions of the decree 
law of October 30, 1935, may be authorized to visit France for a period 
of three months each year, which period is cumulative but ordinarily 
will not be permitted to exceed one year. American citizens who may 
be entitled to the privilege of visits to France without fear of molesta- 
tion under the decree law of October 30, 1935, should before departure 
for that country request the French consul to whom they apply for a 
visa to furnish them with a written statement of their exemption from 
military service and of the period for which they may safely visit 
France. 

It is the understanding of the Department that the benefits of the 
decree of October 30, 1935, do not apply to persons who had attained 
French military service age and become delinquent prior to October 
31, 19385, but that its provisions do apply to persons attaining 
French military service age after that date.
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PERSECUTION OF JEWS IN GERMANY* 

862.4016/1662a : Telegram 

The Secretary of State to the Ambassador in Germany (Dodd) 

Wasuineton, April 26, 1937—7 p. m. 

39. Refer to my telegram April 23, 6 p.m. to Consul General.? Press 
correspondence from Berlin states reports are current that forcible 
dissolution of B’nai B’rith lodges in Germany were precipitated by a 
resurgence in the United States of anti-Nazi propaganda as manifested 
by La Guardia incident.’ 

I would like your views and any comment as to the reasons behind 
this step and whether the attack on cultural and charitable phases 
marks a new departure in German Government policy. Keep me 

advised as to developments. 
Hun 

862.4016/1665 | 

The Ambassador in Germany (Dodd) to the Secretary of State 

No. 3487 Berurn, April 26, 1937. 
[Received May 4.] 

Sir: Referring to the Embassy’s despatch No. 3419 of April 16, 
1937,? I have the honor to report that the renewed anti-Jewish drive 
noted therein has been advanced by the suppression throughout Ger- 
many of the organization known as the B’nai B’rith, which, as the 
Department may be aware, is the Jewish benevolent society corres- 
ponding roughly to the Catholic Knights of Columbus in the United 

States. 
These steps were taken last Monday, April 19, by the Secret Police 

who visited the homes of various officers and workers of the Society 
in Berlin and after confiscating all documents and funds ordered them 
to report to the organization’s headquarters on the Kleiststrasse. ‘There 
the investigation was continued and after the passports of all the 

1Continued from Foreign Relations, 1936, vol. 11, pp. 192-205. 
*7Not printed. 
* See pp. 367 ff. | | . 
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Jews present had been taken up, the assembly consisting of some 200 
persons was permitted to disperse in groups of 20, this procedure evi- 
dently being enforced with the idea of avoiding undue excitement or 
disturbance on the street. In Berlin the action of the police was 
carried out in orderly and courteous fashion in contrast it 1s under- 
stood to unpleasant experiences suffered by officers and members of the 
lodge in some of the provincial towns. 

No formal charge appears to have been made against the Society but 
according to one Jewish authority the police gave the impression of 
being interested in uncovering possible infractions of the foreign 
exchange laws. This same authority stated that the funds confiscated 
in Berlin amounted in all to about RM 400,000. Unless some of this 
money is released in the near future it is foreseen that considerable 
hardship may be caused among the poorer members of the Jewish 
community as the Society has been active in promoting charity and 
welfare work. 

Tt is now learned that the general ban upon meetings of Jews men- 
tioned in the Embassy’s despatch referred to above, has been extended 
to apply to the foreign language courses attended by Jews who are 
anticipating emigrating from Germany. The so-called Umschulung 
training designed to fit Jews for agricultural avocations, principally 
in Palestine, has already been progressively restricted as the prospects 
for migration to that country have declined. 

Incidentally the repressive measures of the Nazi authorities in 
what would appear to be their other favorite field of activity, namely, 
among the Catholic clergy, are being intensified. In addition to the 
high treason trial of the Rhineland youth leaders against whom the 
public prosecutor has demanded sentences varying from 15 to 5 years 
penal servitude (see Embassy’s despatch under reference), the State 
is apparently considering reopening the long series of foreign ex- 
change and immorality cases against members of the Catholic orders. 
The Berliner Tageblatt of April 25 reports the conviction of two 
priests in provincial towns on homosexual charges. 

Respectfully yours, Witu1am E. Dopp 

862.4016/1664: Telegram 

The Ambassador in Germany (Dodd) to the Secretary of State 

Beriin, April 29, 1937—10 a. m. 
[ Received 10:80 a. m.] 

90. Department’s 39, April 26, 7 p. m., Embassy’s despatch 8419 

of April 16, section 7.5 According to supplementary details now 

*Latter not printed.
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available the recent suppression of the B’nai B’rith by the secret 
police involved the closing of 80 central lodges throughout Germany 
and the sequestration of 1,500,000 marks in cash and investments and 
another 2,000,000 in real property. The society had a total member- 
ship of about 85,000. Funds are said to include a gift of $20,000 
donated for pensions by the American branch in 1920 as well as an 
additional $40,000 donated for general charity work. Within the last 
8 years 86,000 marks have been received from the United States and 
more recently this has been coming in at the rate of 12,000 marks 

monthly. The some 190 inmates of the B’nai B’rith Old Age Home 
are being permitted to stay but their maintenance costs are thrown 
upon the Jewish community. 

The suppression of the B’nai B’rith appears to have been activated 
by the desire to retaliate against foreign anti-Nazi agitation to deliver 
another blow at the freedom of association of Jews and finally to 
carry out a profitable raid upon independent Jewish funds. Generally 
speaking the charity work of the Jewish communities or Gemeinden 
has not been interfered with. However, their already heavy burden 
which results from the exclusion of impoverished Jews from the 
Nazi Government Winter Help Fund will be increased by the necessity 
of providing for those persons hitherto cared for by the B’nai B’rith. 
With respect to Jewish cultural activities these have already been 
concentrated for a long time in the Jewish “culture league” which has 
been put under the supervision of the Propaganda Ministry with a 
view to segregating them as completely as possible from “German 
culture”. 

According to a high Jewish source 40 leading members of the 
‘“Reichsvertretung” or the central organization of German Jewish 
communities were summoned last Monday, April 26, to the Berlin 
secret police headquarters and were told they were being given a last 
chance to stop anti-Nazi propaganda abroad, particularly in the 
United States. One of the group remonstrated that it was inconceiv- 
able that the Jews in Germany should be party to steps which could 
only worsen their position. The meeting concluded with another 
warning and the passports of those present were taken up. 

It is generally accepted here that the recent incidents in New York 
have been a contributory cause of the renewed repressive measures 
against the Jews. Reference is made to the statement of the Propa- 
ganda Ministry mentioned in section 7 of the Embassy’s despatch 
under reference, page 3, which was sent as a news report by the United 
Press and has remained uncontested. The Hirsch case® has also 
probably played a role and it is possible that if his attempt had 

°See pp. 395 ff.
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succeeded or his plans had been directed against Hitler’s person the 
consequences might have been far worse. With the termination of the 
so-called Olympic games truce of last year the radical Nazis now seem 
anxious to apply Hitler’s threat delivered at the Party Congress of 
1935 that he would in effect hold the Jews in Germany as hostages for 
the good behavior of fellow members of their race abroad. The ex- 
tremists are said to be agitating for a plan which would call for com- 
plete dissolution of all Jewish organizations as well as the infliction 
of a number of petty annoyances such as the segregation at the various 
post offices of all mail addressed to Jews. Apart from the malevolent 
motives of the radical Nazis it would seem that they are really inspired 
by a naive belief that Germany is threatened by “world Jewry” and 
that retaliation constitutes their best means of defense. 

In our opinion the present action is not so much a new departure 
as a logical evolution of a policy of anti-Semitism which we consider 
permanent. A new aspect brought out by present developments is 
possibly that the tempo of this evolution is likely to be influenced by 
outside circumstances. 

It is understood that a representative of certain Jewish organiza- 
tions in America is now in Berlin and is seeking an interview with 
Heydrick, Deputy Chief of the Secret Police, in order to clarify the 
situation and place American-Jewish relationships in their proper. 
perspective. 

Dopp 

862.00 P.R./221 

Extract From Political Report of the Ambassador in Germany 
| (Dodd)? 

3. No More Doctors Degrees for Jews. The Reichs Minister for 
Education,’ in agreement with the Fiihrer’s Deputy, has just issued 

a decree ordering that German Jews are no longer to be admitted to 
examinations for doctors degrees at German universities, a measure 
that is apparently an outgrowth of the present renewed anti-Jewish 
campaign and one which is likely to create a discrimination of some 
importance in view of the fact that the degree in Germany is regarded 
as the emblem of a secondary education. “Jews” in the sense of this 
order are those described as such by the executory ordinance to the 
Reichs Citizenship Law of September 1935, namely, persons with 
three, or more, Jewish grandparents; so-called “Jewish crossbreeds,” 

"Transmitted to the Department by the Ambassador in his despatch No. 3467, 
Moy, = received May 21.
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or persons with one, or two, Jewish grandparents, are not affected by 
the decree.? Henceforth all German university students shall be re- 
quired to submit complete data concerning their parentage, such as 
that contained in the “Ancestral Pass” described in a previous report 
from the Embassy (see despatch No. 3040 of September 16, 1936) .° 
Temporary exceptions are to be made in favor of Jewish students 

who have already submitted their doctors thesis or who, having com- 
pleted the courses for the various doctorates, shall announce them- 
selves for the final examination within three months following the 
issuance of the order. Furthermore, a rather curious privilege is 
granted Jewish candidates for doctors degrees in medicine or dentis- 
try; inasmuch as no new Jewish doctors are being admitted to prac- 
tice, the candidates will not be granted degrees as long as they remain 
in Germany but should they emigrate abroad and find permanent 
employment there, their degrees will be made retroactively valid. 

A somewhat anomalous situation would seem to result from the 
fact that while a limited number of Jews are admitted to the univer- 
sities under the numerus clausus, they will now be deprived of recog- 
nition for their academic work. Presumably the new measure will 
discourage still further the attendance of Jewish students. 

The press states that the existing provisions as regards foreign 
students remain unaffected. From a competent source it has been 
learned that this means that as heretofore no restrictions are placed on 
the attendance of foreign Jewish students at German universities or 
upon their receiving degrees for their courses. 

811.00 Nazi/293 ; Telegram 

The Chargé in Germany (Gilbert) to the Secretary of State 

Brrutn, September 4, 1937—1 p. m. 
[Received September 4—11:20 a. m.] 

220. Supplementing my 216, September 3, 4 p. m.,” the stenographic 
report on Goering’s speech reveals that he exhorted German firms not 
to have Jewish representatives abroad and further that should the 
Jews renew the boycott “the damage which arises for Germany will 
be solely paid for by the Jews in Germany.” 

As Goering has not been particularly prominent in anti-Jewish 
activity for some time, this threat to take counteraction against the 
boycott seems significant and may foreshadow intensified economic 
pressure on the Jews in Germany. 

GiipErT 

° See Foreign Relations, 1935, vol. 1, pp. 406 ff. 
* Not printed. Lo
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862.00 P.R./228 

Extract From Political Report of the Chargé in Germany (Gilberi)*® 

3. The Anti-Jewish Campaign. 'Though unattended by spectacular 
developments, the anti-Semitic campaign is being perpetuated by the 
infliction of petty annoyances upon the Jews and by measures designed 
to make their lives as difficult as possible. 

The Volkischer Beobachter of August 19 gleefully reported the de- 
cision of a local court at Remscheid which held that a husband cannot 
be held legally responsible for the debts of his wife to Jewish stores. 
The hope is expressed that this judgment will discourage Jews from 
granting credit and will put a stop to wives buying in Jewish stores, 
a matter, it is pointed out, which often leads to marital strife. The 
Volkischer Beobachter stresses that the court decision applied to the 
case of the household of an ordinary citizen and not to the family 
of a Party member or government official which ipso facto are for- 
bidden to patronize Jews. 

The Berliner Borsenzeitung of September 1 reported that the Na- 
tional Socialist Lawyers League had completed its “world catalog” 

of Aryan lawyers in foreign countries. German business men were 
exhorted to consult this list in order to bring to an end the representa- 
tion of German interests abroad by Jewish advocates. The Berliner 
Tageblatt of September 3 reported that on the basis of a decision 
given by the Fiihrer’s Deputy and the Minister of the Interior, the 
National Socialist Lawyers League will proceed to exclude from its 
membership all lawyers who have a quarter or more Jewish blood. It 
is explained that the special permission of the Fiihrer’s Deputy and 
the Minister of the Interior was necessary for this ruling in view of 
the provision in the executory ordinances to the Nuremberg Citizen- 
ship Law of 1985 prohibiting various associations and organizations 
to set up stricter requirements for racial purity than those provided 
in the Citizenship Law itself which disqualified as Jews persons hav- 
ing three or more Jewish grandparents. It does not appear that 
expulsion from the Nazi Lawyers League will exclude the cross-breed 
Jewish lawyers from practicing at the bar but it will unquestionably 
deprive them of the privileges attaching to membership in the legal 
professional organization. The drive against the Jewish lawyers 

was carried a step further in the announcement in the press of the 
same date that German legal apprentices who worked in Jewish law 
offices would be disqualified from taking the regular bar examinations. 

“Transmitted to the Department by the Chargé in his despatch No. 3636, 
September 4; received September 21.
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Attention may finally be called to the passage in Géring’s Stuttgart 
speech of September 2 (reported in the Embassy’s telegrams No. 216 
of September 3, 4 p. m.,!° and No. 220 of September 4, 1 p. m.) in 
which he exhorted German firms to cease having themselves repre- 
sented by Jews abroad and in which he warned that should the boy- 
cott be renewed, “the damage which arises for Germany will be solely 
paid for by the Jews in Germany.” 

862.4016/1685a : Telegram 

The Acting Secretary of State to the Chargé in Germany (Gilbert) 

WasuineTon, October 21, 1937—4 p. m. 

111. Your despatch 2994 August 19, 1936, annex 2.4 Ascertain if 
practicable and cable confidential information regarding rumored 
decree that German Jews will not be permitted to leave or return to 

Germany. 
WELLES 

862.4016/1686 : Telegram 

The Chargé in Germany (Gilbert) to the Secretary of State 

Berwin, October 25, 1937—5 p. m. 
[Received October 25—2: 02 p. m.]| 

- 252. Department’s 111, October 21,4 p.m. Information received 
from Jewish sources is that since October 10 new passports have been 

refused to Jews in Berlin except under the following two conditions: 

(1) For single journeys abroad indorsed by the economic authori- 
ties as being in the interest of German business; upon his return the 
Jewish traveler must surrender his passport and submit a report on 
his activities and the individuals he has met while abroad. oo 

(2) For permanent emigration provided that there exist certain 
prospects of immigration to a particular country. 

This action is believed to be effected by a general order to the local 
police who still handle all applications although passports are issued 
in the name of the Reich. Hitherto (apparently since the spring of 
this year) Jewish passports have been limited to 6 months validity 
(see despatch No. 1520 of May 4, 1987, from the Consulate General 
in Berlin*). The reason for these restrictions is apparently the Gov- 
ernment’s fear of the alleged danger of currency smuggling and the 
dissemination of anti-Nazi reports abroad by Jews. 

- Not printed. 
* Annex not printed; for an extract from the despatch, see Foreign Relations, 

1936, vol. 11, p. 201. :
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As regards reentry into the Reich, for German Jews who are consid- 
ered to have emigrated [they?] have for some time been refused 
readmission. 

The Consulates are being circularized for further information con- 
cerning practice in other parts of Germany which will be transmitted 
with that received from official sources if available. 

GILBERT 

862.4016/1687 : Telegram . 

The Chargé in Germany (Gilbert) to the Secretary of State 

| BERxIn, October 28, 1937—5 p. m. 
[Received October 28—12: 53 p. m.] 

256. Embassy’s 252, October 25, 5 p.m. Information obtained in- 
formally today from an official of the German Foreign Office in 
effect confirms the situation described in the Embassy’s telegram 
under reference, namely that German Jews will be furnished pass- 
ports only for short business trips or for emigration. In connection 
with applications for passports for emigration purposes my informant 
stated that the proper German authorities contemplate requiring the 
Jewish emigrant to provide evidence that he will be received as an 
immigrant in a particular country. No mention was made of the 
possible bearing of such a requirement upon current American im- 
migration practice and naturally I did not raise that point. 

GILBERT 

862.4016/1686 : Telegram 

The Acting Secretary of State to the Chargé in Germany (Gilbert) 

Wasuineton, November 1, 1937—1 p. m. 

118. Your 252 October 25, 5 p. m. and 256 October 28, 5 p. m. 
Since it appears that German Jews who are considered by the German 
Government to have emigrated from Germany will be denied per- 
mission to return to that country you are requested to obtain informa- 
tion concerning the conditions or circumstances which are likely to 
be considered as establishing that such an alien has emigrated from 
Germany. In the cases of German Jews who proceed from Germany 
to the United States with non-immigrant visas as distinguished from 
immigration visas is there any danger that they will be considered 
as having emigrated before the expiration of their German passports? 
If so, what precautions may be undertaken to safeguard the return 
to Germany of German Jews visiting the United States? See last
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paragraph of Note 36, Supplement A, Consular Regulations,* and 
consult Consul General. 

WELLEs 

UNSATISFACTORY TRADE RELATIONS BETWEEN THE UNITED STATES 

AND GERMANY™* 

611.628/257 

The Acting Secretary of State to the Ambassador in Germany (Dodd) 

No. 724 WasHINGTON, January 4, 1937. 

Sir: With reference to the Department’s instruction No. 711 [710], 
dated December 11, 1936,'* transmitting copies of two notes addressed 
to the German Embassy December 8, 1936, there are transmitted 
for your information copies of the translation of the German Em- 
bassy’s reply, dated December 16, 1936,” and of a statement released 
to the press December 23, 1936, by the Treasury Department, concern- 
ing the application of Section 303 of the Tariff Act of 1930,” in con- 
nection with imports from Germany. 

The Department’s note of December 8, 1936, transcribing to the 

German Embassy a statement by the Treasury Department, stated 
that it was believed that on receiving the German Government’s con- 
firmation of the transcribed statement of the Treasury’s understand- 
ing of the German Government’s intentions, the Treasury Depart- 
ment would wish to make public the contents of the Department’s 
note to the German Embassy, since the subject matter is of interest 
to many persons. It will be observed, however, that the statement 
issued to the press December 23, 1936, omits certain parts of the 
Treasury statement communicated December 8, 1936, notably the 
following: 

“It is further understood by the Treasury Department, that the 
German Government will not permit, in respect of German products 
which are to be exported directly or indirectly to the United States 
pursuant to agreements entered into after August 2, 1936, and which 
are subject to ordinary duties upon entry into this country, the use of 

* Instruction was that when an application was made for a visa as a tempo- 
rary visitor to the United States, care should be taken to ascertain that alien 
intended to leave voluntarily at end of visit and that he would be able to proceed 
to some other country when he did depart. No visa was to be granted to a 
nonimmigrant, under section 3 (2) of Immigration Act of 1924, whose passport 
or other travel document was not valid for his entry into some country other 
than the United States. 

* Continued from Foreign Relations, 1936, vol. 1, pp. 210-256. 
* Not printed. 
* Foreign Relations, 1936, vol. 11, p. 254. 
» Tbid., p. 256. 
* 46 Stat. 590, 687.
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any currency other than foreign currency or reichsmarks freely usable 
within Germany without legal restrictions for all commercial pur- 
poses, except as above specified, and that the application of bond and 
scrip procedures, or the direct or indirect allowance of any form of 
public or private subsidy will not be permitted in any instance. More- 
over, the use of controlled mark credits or direct two-party barter will 
be permitted, as above specified, only when the German Government 
has assured itself that any sale of American goods which may be in- 
volved in the transaction and the purchase of the German goods in- 
volved have been effected at the current fair German open-market 
prices for such goods in the quantities involved, and that any direct 
barter of American exports for German goods will be on the basis of 
such German market prices.” | 

The Department of State is not informed of the reasons for the omis- 
sion from the public statement of parts of the statement communicated 
to the German Government. 

However, the Current Information Division of the Department of 
State summarized as follows the press treatment of the Treasury press 
release: 

“According to the press the foregoing ruling was issued on the basis 
of inquiries received by the Treasury Department and was designed to 
be a guide to others who have similar problems. It was said, however, 
that officials here had declared themselves unable to estimate to what 
extent these privileges would be availed of. It was thought that the 
information would be conveyed to the German Government from its 
Embassy in Washington and that the former would modify its laws, 
which at present prohibit the use of other than free gold exchange 
marks or free inland marks in trade with the United States.” 

The press articles apparently contain no mention of recent correspond- 
-enice with Germany on the subject, although certain earlier press 
articles had referred to such correspondence and there have been wide- 
spread rumors throughout the country, emanating in part from Ger- 
man sources, that some agreement permitting resumption of barter 
trade was imminent. 

The Embassy is requested to inform the Consulate General fully 
concerning this matter for its information and guidance. 

Very truly yours, For the Acting Secretary of State: 
| Francis B. Sayre 

611.6231/879 

Memorandum by the Secretary of State 

[WasHineron,] January 25, 1937. 

The German Ambassador ” called, presumably to pay his respects 
only. I inquired about conditions in Germany and the Ambassador 

” Hans Luther.
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replied that they were much better economically and proceeded to 
emphasize and elaborate on the improved conditions in his country. 
I then said that I assumed from his remarks that the German Govern- 
ment would not be concerned about getting behind our broad program 
for world economic rehabilitation, with which the Ambassador was 
very familiar, but would pursue its own course economically and 
maybe otherwise. He rather promptly thought to contradict this re- 
mark and to assure me that the German Government was very desirous 
of seeing our program carried forward to a successful conclusion 
everywhere. He then brought up and reviewed the German proposal 
of last spring for a trade agreement with the United States and urged 
that this matter be revived. I replied that, of course, we were inter- 
ested in bilateral trading agreements with his and other countries 
alike, but that our big objective and our big fight thus far had been 
to preserve the rule of equality as the basis for the program for 
satisfactory and permanent world economic rehabilitation; that the 
preservation of the integrity of this rule is deemed far more important 
than mere bilateral agreements alone; and that it is my hope that 
we can gradually secure enough support from other nations to enable 
an increasing number of countries to go forward with this program of 
bilateral trade agreements combined with the principle of equality 
of treatment or the favored-nation doctrine; that this would include 
Germany if and when the conditions and essentials could be worked 
out and agreed upon; and I promised him that I would, during 
coming weeks, look over the record of the German trade proposal of 
last spring with a view to seeing whether and what additional steps 
at an early date might be feasible from our viewpoint. 

C[orpeLL] H[vr] 

611.6231,/929 

The Consul General at Berlin (Jenkins) to the Secretary of State 

No. 1491 Beruin, April 15, 19387. 
[Received April 27.] 

Sir: I have the honor to report the statement of Reichsbank Direk- 

tor Rudolf Brinkmann made to Vice Consul Fox to the effect that the 
German Government is not now in a position equitably to negotiate 
a trade agreement with the United States. 

The German Government, of course, would welcome an agreement 
very favorable to them at this time, but in the opinion of Reichsbank 
Direktor Brinkmann, who, it may be briefly recalled, is a close col- 
laborator of Dr. Schacht’s and one of the three general advisers in 
the Ministry of Economics, a fair agreement could not yet be entered 

982609—54——-22
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into between the Government of the United States and the Govern- 
ment of the Reich. 

_ Direktor Brinkmann admitted his recognition of the fact that the 
United States is not merely desirous of exporting cotton alone to the 
Reich, as under present conditions. In the informal conversation that 
ensued between Herr Brinkmann and the drafter of this despatch,” 
it was pointed out that the United States, even when solely consider- 
ing the agricultural point of view, had other interests besides cotton ; 
grains, pork products, and fruits were also items which America would 

profitably like to deliver to German markets. 
Herr Brinkmann agreed on these desires in principle, and said in 

fact that he was at present working with the agricultural authorities 
to see if some way could not be found to admit such goods from the 
United States. He claimed that the recent mal-prognostications of 
the German Government with regard to the food supply* had weak- 
ened the formerly strong position of Argentine born Minister of Agri- 
culture Darre, and had strengthened the hand of those who wished 
to regularize, in the long run, Germany’s imports of foodstuffs. In this 
connection, he stated that not too much faith should be placed in the 
plans of General Goering substantially to increase Germany’s home 
grown food supply.t 

The chief cause for the Government’s inability to enter into a trade 
agreement was the weakness of the German economic position. 
Reichsbank Direktor Brinkmann affirmed that with the recent amnesty 
and with other hidden means, the present shortage of grains and food- 
stuffs could be made good through special imports. This, however, 
was but a temporary matter and in his opinion, which he claimed was 
that of other high officials of the Ministry of Economics including Dr. 
Schacht, the real German crisis would not be reached until the latter 
part of 1938 (in the absence, of course, of any unforeseen “break’’). 
It was therefore not feasible for the Government to undertake com- 
mitments towards the United States in the present state of flux. 

Direktor Brinkmann preferred to take the long range point of view 
when considering trade with the United States. He therefore asserted 
that the chief aim at present of the German Government should be not 
-to lose contact with officials of the United States. To be sure, stop- 
gaps such as the present cotton barter (which he hoped to expand 

* Vice Consul Hugh C. Fox. 
*See, for instance, the Consulate General’s report No. 774 of March 9, 1937, 

entitled Admixture of Corn Meal in Wheat Flour Made Obligatory in Germany 
as a Measure Against Scarcity. [Footnote in the original; report not printed.] 

TSee the Consulate General’s report No. 794 of April 6, 1937, entitled Announce- 
ment of Important Measures Intensifying the Drive To Increase Agricultural 
Production Under the “Four Year Plan” in Germany. [Footnote in the original; 
report not printed. ]
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slowly to include other products) could be discussed and carried on. 
But it was chiefly essential to maintain governmental contact so that 
when the position of Germany did resolve itself, more comprehensive 
matters could be gone into, and a treaty negotiated that would really 
restore trade on a large scale. 

It was with this in mind that he hoped to make a trip to the United 
States in the fall months of 1937, not basically to negotiate, but rather 
to keep acquainted with American officials and American conditions. 
He added that he hoped by this time to have reached some agreement 
with the Reich Nutrition authorities so that a beginning would have 
been made toward a program for the import into Germany of fruits 
and pork products. 7 

In this connection it may be of interest to note that Reichsbank 
Direktor Dr. Blessing, holding a position in the Government analo- 
gous to that of Reichsbank Direktor Brinkmann, recently informed 
Vice Consul Fox that his views on the trade situation between the two 
countries were substantially still those which he privately outlined in 
a former conversation with Mr. Darlington * of the State Department 
on the latter’s last trip to Berlin, and that he would be ready at all 
times to accept a treaty on the basis informally discussed at that time. 
This is interesting in view of Herr Brinkmann’s statement regarding 
the ability of the government of the Reich to enter into a fair and 
worthwhile treaty that would restore trade, from a long range point 
of view. 

Very respectfully yours, Doveias JENKINS 

611.6231/944 : 

Memorandum by the Secretary of State 

[Wasuineron,] May 13, 1937. 

Dr. Luther called to say goodbye. Nothing new was discussed ex- 
cept a sort of general résumé of economic conditions. The Ambassa- 
dor did, two or three times, inquire whether I fully realized the ear- 
nestness of the desire of the German Government to cooperate in 
support of an economic program such as ours. His qualification was 
that we did not have enough conditions attached to our favored-nation 
policy of equal treatment. My reply was that if we had announced 
a wide and flexible list of exceptions and qualifications before other 
important countries had shown a real disposition to move steadily 
and consistently away from the policy of discriminations and toward 
the objective of equality of treatment, we would have simply discred- 
ited the favored-nation policy. 

C[orvett] H[ vx] 

moments F, Darlington, Jr., economic analyst in the Division of Trade Agree-
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600.0031 World Program/123 : Telegram 

The Ambassador in Germany (Dodd) to the Secretary of State 

BERLIN, May 21, 1937—10 a. m. 
[Received May 21—8: 50 a. m.] 

111. In a brief talk I had yesterday with Dr. Schacht one or two 
statements were made that may be of value. 

1st. He insisted that the present economic condition of Germany 
and the Western world is really dangerous. The greatest cause of this 
he said was extravagant war preparation and the second cause was 
international trade barriers. He also insisted that he agreed with 
Secretary Hull’s policy as a remedy even better than disarmament 
which would be dangerous if not carefully managed by all the greater 
nations. 

2d. Contrary to these statements came another in which he insisted 
that Germany would only make bilateral treaty agreements for some 
years tocome. He then said that Secretary Hull had told the Brazilian 
Government that the United States Government would stop her pur- 
chases of copper [coffee] in case that country made concessions to 
Germany. I could hardly accept this but he insisted that his informa- 
tion was correct. 

When I mentioned the fact that so much of the American criticism 
of Germany was due to treatment of churches and universities he at 
once added: and also the Jews. But he insisted that this was due to 
the revolution of 1933 and tried to maintain that such things followed 
the French revolution of 1789. I could not agree to this as a rule of 
Western countries since 1789. 

I had thought Dieckhoff might have definite instructions to nego- 
tiate a commercial treaty with us but this conversation gave no indi- 
cations to that effect. Dopp 

600.0031 World Program/123 : Telegram 

The Acting Secretary of State to the Ambassador in Germany (Dodd) 

Wasuineton, May 25, 1937—4 p. m. 

51. Your 111, May 21, 10 a. m. Dr. Schacht has apparently re- 
ceived a most inaccurate report of our discussions with the Brazilians. 
These discussions have naturally taken place since the time is ap- 
proaching when consideration may be given to the question of reopen- 
ing negotiations with respect to the Brazilian-American Trade 
Agreement.”® 

*For text of Agreement signed February 2, 1985, see Department of State 
Executive Agreement Series No. 82, or 59 Stat. 3838; for correspondence regard- 
ing negotiation of the Agreement, see Foreign Relations, 1985, vol. Iv, pp. 300 ff.



GERMANY 303 

1. The Brazilian Government has been informed that this Govern- 
ment in no way wishes to seek a limitation of German-Brazilian trade 
so long as it is based on the regular lines of economic interchange and 
does not subject the trade of other countries such as United States 
to exceptional and uneconomic competition. On the contrary it wel- 
comes the expansion of Brazilian commerce with other countries on 
a sound basis and accordingly hopes that Brazil will endeavor to 
conclude a trade agreement with Germany based on liberal principles. 

2. Extraordinary competition from German goods has resulted in 
displacement of American trade even in lines where American prod- 
ucts have proven themselves able to hold the field against all ordinary 

‘competition. Therefore it was suggested to Brazil that in any com- 
mercial agreement into which it should enter it should seek to dis- 
courage subsidized imports, particularly in those lines which are 
customarily supplied to Brazil by other countries. 

3. No threat of the character conveyed in your communication was 
made (Department assumes that the reference to our purchases of 
“copper” was intended to be purchases of “coffee”). 

The Department believes you should correct Dr. Schacht’s impres- 
sion. 

The impact of such bilateral arrangements as Germany has com- 
pelled other countries to enter as the price of entry into the German 
market presents a difficult problem of adjustment for American com- 
mercial policy. 

WELLES 

611.6231/971a | 

The Under Secretary of State (Welles) to the German Ambassador 
(Dieckhoff) 

Azpr-Mémomre 

The German Ambassador on June 30, acting on instructions from 
his Government and referring to an invitation extended him by the 
Under Secretary of State to discuss with him the nature of the con- 
versations which officials of the United States Government were car- 
rying on in Washington with the Brazilian Ambassador and the Bra- 
zilian Minister of Finance, made oral representations to the Under 
Secretary * raising the question whether these conversations did not 
involve unwarranted and unfair interference on the part of the United 
States in trade relations between Germany and Brazil. The Ambassa- 
dor stated that Germany during recent years had been endeavoring to 
rebuild its exports to Brazil, which had fallen to low levels after the 

* Memorandum of conversation not printed.
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World War, and that it had only recently succeeded in doing so and 
in fact in somewhat exceeding its pre-war percentage in Brazilian 
importations. This he said did not constitute a threat or jeopardy to 
American commercial interests in Brazil and the increased trade had 
not been derived at the expense of the United States. The Ambassa- 
dor said that his Government was most heartily in accord with the 
principles maintained by the Government of the United States as to 
the necessity of unconditional most-favored-nation treatment and as 
to the need for the elimination of trade barriers, and that the autarchic 
policies now pursued by Germany were intended only to obtain for 
German exports the same advantages which had accrued to the exports 
of the United States and of other great commercial nations through 
the devaluation of their currencies. He concluded by saying that his 
Government reserved complete liberty of action to take such measures 
as it might find necessary in case activities of the Government of the 
United States should lead Brazil to limit its trade with Germany. 

An oral reply was at once made to the Ambassador’s representation. 
It is now desired to confirm and amplify this reply. 

The Ambassador has said that the German Government is in hearty 
accord with the principles maintained by the Government of the 
United States as to the necessity for most-favored-nation treatment 
and the removal of trade barriers. The Government of the United 
States does indeed attach great importance to the principle of equality 
of treatment in international commerce as the most satisfactory basis 
upon which a healthy international trade can be reconstructed as a 
permanent foundation for peace. 

The Government of the United States has been endeavoring to pro- 
mote the restoration of international trade through the immediate 
reduction of excessive trade barriers and has adopted as the most 
practical means to this end a program of negotiating bilateral trade 
agreements with individual countries while extending to all countries 
which do not discriminate against its trade the benefit of the tariff re- 
ductions and other trade advantages it grants any country (Cuba al- 
ways excepted). The United States has also urged on other countries, 
and especially on the great commercial countries which exercise a pre- 
ponderant influence on the commercial policies of the world, the adop- 
tion and active execution of similar principles and policies, and the 
abandonment of policies and practices which conflict with and threaten 
to thwart the movement for restoration and liberalization of world 
trade. 

Unlike the policy of countries which by clearing and compensation 
arrangements make access to their markets depend upon the obtaining 
from other countries of special terms of payment which require pur- 
chase of their exports, and do not therefore permit the full and ordi- 
nary action of international competition, the commercial policy of the
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United States imposes no such requirement on the export trade of other 
countries and involves no economic coercion. The United States seeks 
equality of commercial opportunity for its trade in other countries, 
subject to certain reasonable and recognized exceptions. It gives 
other countries equality of opportunity to buy and sell in the United 
States, subject only to the requirement that countries which receive 
non-discriminatory treatment from the United States shall not dis- 
criminate against the United States, and to the historical and recog- 
nized exception in favor of Cuba. It is not a narrow policy of seek- 
ing advantage for the United States and it will in part have failed 
if it does not serve to promote a general increase in the volume and 
value of international trade from which the United States and the 
world will receive greater benefit than would be possible from any 
cumulation of special advantages under discriminatory trade régimes. 

It must be manifest that such a policy is not motivated by hostility 
to or jealousy of the commercial expansion of any country nor does it. 
seek unfair advantage over the trade of any country. The United 
States does not impute such motives to any country. It does believe, 
however, that certain types of commercial policies of other coun- 
tries, for whatever reasons they may have been adopted, may tend 
to hamper and thwart its own more liberal policy and its broad ob- 
jectives, and it feels fully warranted in discussing this problem with 
any government in whose territories it may arise and in seeking 
a mutually satisfactory solution. 

The Government of the United States welcomes the German Gov- 
ernment’s repeated expression of approval of the principle of most- 
favored-nation treatment and of the removal of trade barriers. Cer- 
tain aspects of current German commercial policy would appear to 
make more difficult the application of these principles rather than 
to advance them. 
German trade with most of the countries of Europe and with some 

in other parts of the world is governed by compensation arrange- 
ments under which the proceeds of the sale in Germany of the prod- 
ucts of the soil or industry of the other party are required to be spent, 
with limited exceptions, for German goods for export to and use in 
the territory of the other party. With some other countries the same 
result is brought about without a compensation arrangement by Ger- 
man regulations limiting the use of the proceeds of their exports— 
the system of compensation marks. Restrictions on the transfer and 
on the use in Germany of funds payable to non-residents on indebted- 
ness and other accounts not directly connected with current inter- 
national trade have been used for the same purpose. It is argued that 
this is intended to obtain for German exports only the same advan- 
tages which other countries have obtained by devaluing their cur- 
rencies. It is none the less clear that where the sale of the products
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of a country or the effective possession of property of its nationals 
can be attained only by the importation of German goods in corre- 
sponding value, equality of opportunity for exporters of other coun- 
tries to compete with German exporters vanishes. With the refine- 
ments of practice devised by the German exchange control authori- 
ties for purposes of commercial policy, German compensation mark 
practices become in fact effective weapons for obtaining advantage 
[ over? | competitors of non-German residence. The restrictions on the 
use of the bank deposits in Germany which are designated as compen- 
sation marks result in the transfer of such marks among residents of 
other countries at prices much lower than the official parity of the 
Reichsmark with gold. The highest legal adviser of the United States 
Government, after careful consideration of procedures of this kind 
as used in German trade with the United States in 1936, ruled 2’ that 
they constituted the payment or bestowal of a bounty or grant calling 
for the imposition of countervailing duties under the laws of the 
United States. 

Germany is not the only country fostering exports by compensation 
arrangements or by permitting its currency to be sold at depreciated 
prices to certain non-residents for restricted uses, although it is out- 
standing among such countries. Its exports, however, receive one dis- 
tinctive advantage, inconsistent with a régime of equal competition, 

through provision for massive but selective direct subsidies. In the 
form of voluntary self-aid, German industries subscribe annually to 
an export subsidy fund which is reputed to amount during the cur- 
rent year to 1,000,000,000 Reichsmarks. This would permit a uni- 
form subsidy on all German exports of more than 20 percent of their 
value. Naturally, however, the actual direct subsidization is selective 
and, while the facts are not officially published, it is understood that 
subsidies as high as 50 percent and even 60 percent of invoice value 
have in some instances been paid to enable German exporters to meet 
competition in foreign markets. 

The effect of trade methods such as have been described appears to 
be manifest in shifts in trade too extensive to be ascribed to any nor- 
mal change in competitive conditions. Thus Brazilian statistics show 
the following percentages of participation of Germany in supplying 
Brazilian imports: 

1934 Germany 14.02% United States 23.67% Others 62.31% 
1935 Germany 20.44% United States 23.36% Others 56.20% 
1936 Germany 23.50% United States 22.12% Others 54.38% 

Ist Quarter 

1937 Germany 26.03% United States 21.02% Others 52.95% 

7738 Op. Atty. Gen. 489.
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The problem which such subsidizations present to the exporters of 
other countries, including those of the United States, must be appre- 
ciated. By the use of subsidy procedure every field of trade, no matter 
how reasonable the price of the commodity offered, no matter how well- 
established the business connection, may be disturbed by some adminis- 

trative decision to subsidize a competing product sufficiently to disturb 
the business. Competition so directed seems to this Government to be 
contrary to the principle of equality to which the German Government 
declares itself to be attached. Furthermore, it takes the determination 
of trade movement out of the ordinary competitive circumstance and 
places it into the hands of Government officials whose calculations need 
not correspond to those of competitive cost. Against the possibility of 
competition open to such direction it would seem plain that competi- 
tion of private business, dependent solely on itself, needs safeguarding. 

Without such safeguard both the principles embodied in the trade 
agreement between the United States and Brazil and the trade benefits 
to be expected therefrom are brought into jeopardy. In return for the 
trade opportunities granted to Brazil under the Agreement, American 
trade was pledged corresponding opportunity. Trust was placed 
solely in the operations of those private business calculations which 
have built up Brazilian-American trade in the past, to extend that 
trade if tariff barriers were lessened. All these expectations would be 
invalidated if American trade were dispossessed as a result of the use of 
a system of compensation procedures and governmental subsidies. The 
German Government surely realizes the problems created by the use 
of these procedures; their continued effect would be to weaken any com- 
mercial treaty arrangements based on other principles unless safe- 
guards were taken against them; and with the weakening of these 
commercial treaty arrangements the underlying principles themselves 
will become inoperative. 

There is no basis for statements, or implications that the Govern- 
ment of the United States has been influencing the Brazilian Govern- 
ment in its trade relations with Germany by threats of coercion. A 
trade agreement based on the principle of most-favored-nation treat- 
ment was concluded between the United States and Brazil two and a 
half years ago and Brazil was the first American power to join the 
United States in its policy of reconstructing international trade on the 
basis of equality of treatment. Both Governments are directing their 
efforts to assure that the principles underlying this Agreement shall 
be sustained, and that the anticipated benefits be realized in their 
mutual trade relations. 

Wasuineton, July 21, 1937.
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632.6231/261 

Memorandum by the Under Secretary of State (Welles) 

[Extract] 

[Wasuineton,] October 21, 1937. 

The German Ambassador called to see me. He handed me a memo- 
randum from his Government ?* which he said was in reply to the 
memorandum given to him by the Department of State last July, 
which dealt with the subject of German and American trade rela- 
tions with Brazil. The Ambassador asked if I would study this 
memorandum myself with “sympathetic consideration” and if I would 
likewise please make an effort to read not only the lines but between 
the lines as well. He said this memorandum was the result of his 
own conversations with his Government in Berlin when he was re- 
cently there and was due to his efforts to try to prepare the ground 
for a more favorable understanding by the German Government of 
the policy of the United States with regard to a more liberal trade 
tendency. The Ambassador said that he thought perhaps this memo- 
randum would prepare the way for a further exchange of views be- 
tween the two Governments, which he hoped would be constructive 
and lead to a more normal trade relationship between Germany and 
the rest of the world. 

I told the Ambassador that, of course, I would give the memo- 
randum every possible consideration and that the Department would 
study it attentively. I said I trusted that his Government might in 
fact be prepared to reconsider its present policy and that if that were 
the case, we would of course have every disposition to cooperate insofar 
as circumstances might make that possible. 

S[umner]| W[E.zEs | 

611.6231/987 

The German Embassy to the Department of State * 

[Translation] 

Awr-Mémors 

I. The German Government shares the opinion expressed in the 
Aide-M émoire of the Department of State of July 21 of this year that 
the most favored nation treatment is the best and safest foundation of 
international trade. The German Government has advocated and ad- 

*78 Infra. 
* Handed to the Under Secretary of State by the German Ambassador on 

October 21, 1937.
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hered to this opinion for decades. The application of the principle 
of most favored nation treatment, however, finds its limitation in the 
necessity of self-preservation of the nation. If Germany to-day, 
in her international trade practice, does not put this principle into 
effect fully it is not because she desires to replace it by a better, 
so-called “bilateral system”; it is because the German Government 
against its desire, has been compelled to take recourse to emergency 
measures the drawbacks of which it fully realizes and the detrimental 
effects of which have repeatedly and clearly been pointed out by 
Reichsbankprisident Dr. Schacht, the author of the so-called “New 
Plan”. Moreover, a fundamental conflict between the “bilateral sys- 
tem” supposedly pursued by Germany and the system of most favored 
nation treatment does not exist. There can be no such conflict if for 
no other reason than that Germany has not abandoned the system of 
most favored nation treatment with tariff stipulations applied also by 
the United States by virtue of the Act of June 12, 1934. In trade 
agreements with more than fifty countries Germany, even to-day, is 
still bound to the principle of unconditional most favored nation 
treatment, and this is true also in the case of those States with which 
Germany has concluded clearing and compensation agreements. 
It need not be discussed whether the opinion according to which the 
most favored nation treatment extends also to the allotment of for- 
eign exchange—if only within a percentage of a so-called “represent- 
ative period”—is or is not in conformity with the concept of uncon- 
ditional most favored nation treatment as it presents itself to-day 
according to its historical development in science and practice. In 
fact, the United States itself, in all of the trade agreements concluded 
since June 1934, has not insisted upon an unrestricted application of 
most favored nation treatment, within this meaning. In her present 
economic emergency Germany also, notwithstanding her recognition 
of the principle of a representative period, could not make contractual 
promises concerning foreign exchange certificates without restricting 

this principle. 
The causes of the present emergency are known to the Government 

of the United States. They lie, first of all, in the disastrous conse- 
quences of the Versailles Treaty forced upon Germany, which deprived 
Germany of important bases of her raw material supplies and at the 
same time imposed upon her unbearable financial obligations. To 
these political payments was added the pressure of those governments 
of other countries which were willing to open their markets for Ger- 
man goods only under special conditions. This was the case principal- 
ly with countries with which Germany had a favorable trade balance 

* 48 Stat. 943.
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and which now exercised pressure for the purpose of satisfying their 
capital demands out of the German export surplus. It was under this 
pressure that the clearing agreements originated which resulted in 
binding those amounts which Germany had formerly been able to use 
for making purchases in countries with which it had an unfavorable 
trade balance, as for instance the United States. The systems of 
quotas, which are to-day universally applied, of clearings, compensa- 
tion etc. were not invented by Germany but were forced upon her. 
The German Government is entirely willing to adjust its trade policy 
to the principle of free exchange of goods as soon as the necessary 
pre-requisites have been established in the other parts of the world, 
namely, within the field of general currency stabilization, solution of 
the debt problem, and equal access to raw materials. The pre-requi- 
sites cannot be produced by Germany in her present financial and 
economic situation. They must be brought about by those States that 
have disturbed the equilibrium within the other spheres. 

II. The German Government regrets that the United States up to 
now has not seen its way to co-operate in finding an interim solution 
which would have furnished a practical contribution to the realiza- 
tion of its repeatedly-declared intention of increasing international ex- 
change of goods. 
With regard to the statement in the Azde-Mémoire that equal op- 

portunity is granted in the United States to the trade of other coun- 
tries, provided these countries, on their part, do not discriminate 
against the United States, the German Government calls attention to 
the fact that Germany does not discriminate against the United States. 
Germany is ready and willing to accord to the United States the 
same favorable treatment as it does to any other country. Moreover, 
with respect to the allotment of free foreign exchange Germany, even 
now, and almost throughout, accords to the United States more favor- 

able treatment than to other countries. 

On the other hand, however, Germany considers itself discrimi- 
nated against by the United States. The United States grants most 
favored nation treatment to certain other countries which likewise 1m- 
pose restrictions upon their imports and payments abroad; and these 
countries, on their part, have not been obliged to bind themselves to 
an unlimited application of the principle of most favored nation treat- 
ment insofar as it refers to the allotment of foreign exchange within 
a percentage of a representative period. The German Government 
cannot comprehend why the United States, only in its relation to Ger- 
many, makes the granting of most favored nation treatment depend- 
ent upon Germany’s putting this principle into effect at once and with- 

out restriction.
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The German Government which has expressed far-reaching ac- 
knowledgment of the principles of American trade policy, has re- 
peatedly endeavored to place the trade relations between Germany and 
the United States upon a new foundation guaranteeing the extension 
of their mutual exchange of goods. Following its suggestions of 
March 1936,°° and lastly of May 31, 1986,*! the German Government in 
its reply * to a questionnaire * submitted by the American Govern- 
ment made constructive proposals to which it has up to now received 
no reply. These proposals are still being considered by the German 
Government as a basis for negotiations. 

III. With regard to the statement in the Aide-Mémoire that a 
system to further exports such as the German one interferes with 
normal competition it should not be forgotten that international 
competition primarily was disturbed by the devaluation of currencies 
undertaken by several governments. If, however, it is said in the Azde- 
Mémoire that the German Government is in a position to place any 
merchandise on markets of third countries on a competitive basis 
by discriminate, direct subsidies and thereby to disturb the business of 
other countries on these markets, attention is again called to the fol- 
lowing facts: The means which are raised through the voluntary 
self-aid action of German industry and commerce serve the purpose of 
equalizing partially the currency advantage; an advantage which 
from the very viewpoint of equality of competitive conditions is un- 
justified. It was from this point of view that the self-aid action came 
into existence, and in this sense it is applied in practice. In individ- 
ual cases the seller of German merchandise may have utilized the 
self-aid method, and at the same time the buyer of the merchandise 

may have taken an advantage which, for instance, he obtained by 
paying with Aski-Marks, upon the quotation of which the German 
Government unfortunately has no influence. Through the combina- 
tion of these two factors a reduction of the price of the German mer- 
chandise may have been brought about which exceeded the currency 
advantage of the country of the buyer or that of a third country com- 
peting with the German merchandise. The German Government, 
however, has endeavored to follow these cases—which unquestionably 
are difficult to control—and to take appropriate steps for their imme- 
diate discontinuance. In any case, it is the German Government’s 
earnest concern that the self-aid action of German commerce and 
industry retain the character of a contribution to overcome the cur- 

° See memorandum from the German Embassy, March 30, 1936, Foreign Rela- 
tions, 1936, vol. I, p. 222. 

7% Not found in Department files. 
2 See memorandum from the German Embassy, June 24, 1936, Foreign Rela- 

tions, 1936, vol. 11, p. 236.
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rency advantages of other countries brought about by devaluation, 
and that it does not go beyond that scope. 

IV. With respect to the statistics concerning the exports of the 
United States, Germany and other countries to Brazil, the following 

observations are to be made: 
The exports of the United States to Brazil, as a whole, have in- 

creased since 1934, even if the percentage share of the United States 
in the total imports of Brazil has become somewhat smaller. If in 
the case of individual goods imports from the United States have 
decreased, this decrease was not caused by an increase of German 
imports into Brazil but rather by an increased import of these goods 
on the part of other countries with which, it may be mentioned, the 
United States has most favored nation agreements. This, for in- 
stance, is the case with sewing machines from Canada, railroad equip- 
ment, locomotive engines and railroad cars from Great Britain and 
Belgium. Moreover, more than half of the total imports of Brazil 
from the United States consists of goods which Germany does not 
export to South America at all or, at most, only in comparatively 
limited quantities. While the United States exports to Brazil auto- 
mobiles, gasoline, petroleum, mineral oils, rubber materials, radio 
sets, tin plates, fruits, fruit and vegetable juices, tar, wheat, etc., 
German exports to Brazil comprise quite different categories of goods, 
as coal, pharmaceutical preparations, oats, hops, skins, leather, aniline 
dyes, etc. 

The figures quoted in the Aide-Mémoire with respect to the per- 
centage share of the German Reich and the United States in Brazilian 
imports, alone, do not present a correct picture, inasmuch as they 
start only with the imports since 1934. In order to determine the 
question whether German competition, in fact, has forced back 
American imports to Brazil it is important to consider also the import 
figures of Brazil during the years preceding the World War. They 
present the following picture: 

SHARE OF GERMANY AND THE UNITED STATES IN BRazILIaAN IMPoRTS IN 
PERCENTAGES OF TOTAL IMPORTS: 

Germany UCB A, 

1907 15,3 12,8 
1908 14,9 12,1 
1909 15,6 12, 4 
1910 15,9 12,8 
1911 16, 8 13,3 
1912 17,2 15, 6 
19138 17,5 15, 7. 

Within the seven years before the World War Germany’s share in 
Brazilian imports therefore was always larger than that of the United
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States. Only as the result of the World War and the conditions 
existing during the post-War period were German imports forced 
back, and it was only gradually that they again increased. Contrast- 
ing the German-Brazilian exchange of goods during 1913, when they 
amounted to approximately 447 Million Marks with that of 1936 
amounting to approximately 265 Million Reichsmarks, it is readily 
seen that there can be no mention of an inappropriate increase of 
German foreign trade with Brazil. 

V. The German Government has noted with regret that German 
economic activity in Latin-American countries is constantly subjected 
to attacks and insinuations both in the American Press and by private 
economic organizations which attacks have no foundation in fact. 
The German Government. believes to be in accord with the Govern- 
ment of the United States that a just balance of the economic inter- 
ests of Germany and the United States on the markets of third coun- 
tries must be counted among those factors which can serve interna- 
tional economic development and the establishment of universal peace, 

and that this balance will be achieved if the economic competition of 
the two peoples is guided by fairness and mutual respect. 

611.6231 /1002 

The Ambassador in Germany (Dodd) to the Secretary of State 

No. 38777 Bertin, December 15, 1937. 
[Received December 23. ] 

Sim: I have the honor to submit an account of the negotiations 
which have been in progress during recent weeks between the German 
subsidiaries of certain American oil companies and the competent Ger- 
man Officials relative to the extension of the system of special inland 
accounts for cotton barter with the United States to include importa- 
tion of American oil. Through various despatches from the Consu- 
late in Bremen, the Consulate General in Berlin, and the Embassy, the 
Department has been informed of this procedure as well as of the Ger- 
man Government’s position in refusing to apply it to imports of 
commodities other than cotton on the ground that if such treatment 
were permitted on a large scale it could not be sufficiently controlled 
to eliminate the possible occurrence of practices which might violate 
the specifications laid down in the Treasury Department’s ruling of 
December 23, 1936. It was feared that in the event of such an occur- 
rence the entire procedure for the importation of cotton might be 
disrupted. 

It now appears, however, that as a result of the reasonably smooth 
operation of the arrangement as applied to cotton, the German author-.
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ities are ready to open it to other goods—at the present juncture, oil— 
provided they receive assurance that the procedure contemplated would 

meet with the approval of the competent American officials. 
The companies concerned in the project under reference are the 

Deutsch-Amerikanische Petroleum Gesellschaft, the Deutsche Vacuum 

O1 A. G., and the Atlantic Refining Company of Germany, G. m. b. H., 

subsidiaries respectively of the Standard Oil Company of New Jersey, 

the Socony Oil Company of New York, and the Atlantic Refining 

Company of Philadelphia, which are the principal American com- 
panies now doing business in Germany. The actual conversations 
with the German authorities have been carried on in the main by 
Mr. Archdeacon, European representative of The Bankers Trust Com- 
pany of New York, and by Mr. Rohdewald, a director of the Reichs- 
kredit-Gesellschaft, of which banks the oil companies are clients. 

In broaching the question of extending the system of cotton barter 

to oil, the companies appear to have been motivated by the liquidation 

as of the end of this year of their Aski accounts over which they had 
hitherto been importing oil. This has been possible since the contracts 

had been concluded, it is understood, prior to July 11, 1986, the date 
after which all Aski contracts and/or compensation business was 
prohibited. Unless some other method were devised of transferring 

their accounts receivable created by oil importation, the companies 
were faced by the alternative, according to their own statements, of 
withdrawing completely from Germany, thus sacrificing in large part 
their considerable investments here and also relinquishing the market 
to their English, Dutch, and other foreign competitors, who through 
the clearing or payment agreements between Germany and their re- 
spective governments are able to continue to obtain payment for oil 
imports. 

The background and terms of the proposal advanced by the oil 
companies as well as the conditions stipulated by the German authori- 

ties upon which their acceptance is made contingent are set forth in 
the four enclosures to this despatch.** The first enclosure is an excerpt 
from a letter written by Mr. Archdeacon to the Embassy, explaining 

the interest of the oil companies in adopting an arrangement for oil 

imports similar to that established for cotton. The second is a copy 

of a memorandum, prepared by Mr. May, the Treasury Attaché, for 
his department and forwarded by the Embassy with his approval, 

describing in concise language the essential practical nature of the 
plan in contrast to that in effect for cotton. The third is a translation 

(prepared by Mr. Archdeacon) of the formal written proposal sub- 

mitted by The Bankers Trust Company and the Reichskredit-Gesell- 

schaft to the appropriate officials of the Ministry of Economics for 

= None printed.
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their consideration and reply. The final enclosure is the German text 
and translation (made by the Embassy) of the Ministry of Economics’ 
response signed by Dr. Landwehr, the chief of that section of the 
Reichsstelle fiir Devisenbewirtschaftung having to do with foreign 
exchange in so far as it concerns trade. 

In view of the self-explanatory character of these communications 
and inasmuch as their perusal seems in any event necessary in order 
to obtain a full understanding of the negotiations to date, it 1s not 
considered desirable to enter into a detailed outline of their contents. 
For purposes of convenience, however, it may be stated in brief sum- 
mary that the German authorities have expressed their willingness 
to permit the importation of oil by the companies named above in 
accordance with a procedure corresponding closely to that laid down 
for cotton barter, provided that the American authorities give assur- 
ances that such transactions would not lead to the invocation of the 
anti-dumping clauses of the Tariff Act. It is understood in principle 
that the same treatment would also be extended subsequently to such 
other oil companies as might wish to participate in this business. 

It will be observed that the proposed oil barter plan differs from 
the cotton arrangement in three principal respects. First, unlike cot- 
ton, there is no world market price for oil. In the opinion of the 
interested oil companies and also apparently of the German Govern- 
ment, a uniform price basis can nevertheless be established through 
utilization of the German price control mechanism on the one side 
and on the other through submission of export price lists by the Amer- 
ican Oil companies to the Bureau of Customs in Washington accom- 
panied by the guarantee that these prices will be strictly adhered to. 

Secondly, although it is proposed to render the same discount of 
about 25% in the reichsmark, the method contemplated of arriving 
at the amount to be paid over the price at which the American seller 
disposes of the oil in Germany varies somewhat from that followed 
for cotton, according to which a uniform increase of 3314% is added 
to the world market price. 

Finally, contrary to the circumstances surrounding cotton, the 
American oil producers would sell oil to the American merchants 
desiring to import German goods on the express condition that it be 
resold only to the respective German subsidiaries of the oil companies. 
It will be noted that Mr. May has raised the question in his memo- 
randum whether or not such transactions would constitute valid sales 
to American importers of German goods rather than simply the pur- 
chase by them of blocked credits in Germany. | 

Comparing the reply of the German authorities with the companies’ 
proposal, it will be noted that the principal change in the suggested 
procedure is to be found in connection with the measures to be adopted. 

982609—54——23
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to prevent any infringement of the opportunities for bartering Ger- 
man goods against cotton which might arise from admitting another 
commodity to this special treatment. The oil companies suggested 
that no American importers already participating in cotton barter 
deals be permitted to establish special oil inland accounts, a measure 
which it was thought would preclude all possibility of diverting 
business from cotton to oil. The German authorities, however, elected 
to impose limitations on the basis of the commodities against which 
oil may be imported. They are of the opinion, it is understood, that 
if importers who had engaged in cotton transactions were excluded, 
the number eligible for the oil accounts would be reduced to such an 
extent as to make oil barter unnecessarily difficult, if not quite imprac- 
ticable. They therefore decided to prohibit exchange of oil for certain 
types of goods which were being exported against cotton, and to put 
this into effect stated that two clearly defined lists of commodities 
would be compiled for cotton and oil barter respectively. This appears 
to have the additional advantage of broadening the base of German 
exports to the United States. 

The oil companies welcome, of course, this alteration of their plan, 
seeing in it the possibility of widening their scope of business. They 
attached particular importance to the third to last paragraph of Dr. 
Landwehr’s letter (enclosure 4) in which, following the principle 
common in Germany’s system of economic control, he says that when 
after careful investigation circumstances seem to warrant it, he would 
be prepared to make exceptions to the rule regarding commodity lists 
and to permit in specified cases the export of goods on the cotton 
commodity list through the use of oil inland accounts, or vice versa. 
The oil companies’ representatives maintain that opportunities for ex- 
port of a number of items on the list of goods for which it has hitherto 
been permitted to barter cotton have been exploited either insufficiently 
or not at all. They state further that they have been given to under- 
stand that Dr. Landwehr is ready to exercise his discretionary power 
in their favor in such instances. 

During the course of these negotiations, Mr. Archdeacon has several 
times called to talk over the matter with Mr. May and with various 
members of the Embassy. He was assured that the Embassy is, of 
course, ready to render him every possible assistance by way of in- 
formal discussion of the different aspects of his project. At the same 
time occasion was more than once taken to point out that whereas, 
in so far as the Embassy is aware, the Treasury Department’s ruling 

of December 23, 1936, was not restricted to any one commodity but 
was general in application, the decision as to whether or not the 

_ suggested oil barter arrangements complied with the terms of that 
ruling appeared to rest with the appropriate officials of the Treasury
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Department. It seemed, therefore, that the matter should be placed 
before these officials by representatives of the American oil companies 
in Washington. Mr. Archdeacon showed full understanding of these 
circumstances and said that the oil companies would approach the 
Treasury Department probably during the month of January. He 
expressed the view, however, that it might be helpful if the appropriate 
authorities in Washington were informed through the Department 
of State of the background of the proposed plan for oil barter and 
were familiar with the position of the German Government in this 
regard. 

With this purpose in mind, Mr. Archdeacon arranged a luncheon 
several weeks ago at which in addition to the Counselor of Embassy 

and one of the secretaries, the following were present: 

Director Brinkmann, of the Reichsbank. 
Ministerialrat Dr. Landwehr, of the Reichsstelle fiir Devisen- 

bewirtschaftung within the Ministry of Economics. 
Dr. Davidsen, of the Commercial-Political Section of the For- 

elon Office. 
Herr Raab, Head of the Control Board for Mineral Oil (Mineral- 

dliiberwachungsstelle). 
_ Director Engelbrecht and Herr von Puttkammer, of the 

Deutsche Vacuum Oel A. G., Hamburg. 
Director Spangenberg, of the Deutsch-Amerikanische Petroleum 

Gesellschaft, Hamburg. 
Mr. Frysinger, of the Atlantic Refining Company of Germany 

G. m. b. H., Hamburg. 
Director Rohdewald, of the Reichs-Kredit-Gesellschaft, Berlin. 

The main points touched upon during the course of the discussion 
between the guests at the luncheon are embodied in the different en- 
closures to this despatch. It is of interest to note, however, that in 
contrast to the more optimistic outlook voiced by the oil companies’ 
representatives, the German officials seemed to be of the opinion that 
by far the major proportion of exports to be made against oil would 
consist of products for the own requirements of the oil companies— 
such as drums, special types of machinery, etc.—which it appear have 
been imported regularly by the oil companies in the past and which 
are said to represent considerable business. They were quite candid, 
however, in indicating their impression that under present conditions 
the American market was not ready to absorb German goods to any 
appreciable extent beyond the current level of exports. They never- 
theless expressed approval of the proposed oil barter arrangement 
as the only method by which imports of American oil could be main- 
tained at all. | 
In general, those present seemed confident that the arrangement 

under consideration would not conflict with the Treasury Depart- 
ment’s ruling. At the same time, the German officials were explicit
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in their declaration that under no circumstances would they take 
definite action until they were presented with definite confirmation 
of this belief from the appropriate authorities in Washington. Mr. 
Gilbert once again took the opportunity to make the Embassy’s 
position clear, repeating the observations already consistently con- 
veyed to Mr. Archdeacon. While they expressed recognition of this 
attitude, the German officials said that it would be appreciated if the 
Embassy would transmit to the Department for background purposes 
a description of the negotiations thus far undertaken and of the 
German Government’s position which they had thus informally ex- 
plained. At their suggestion, a copy of Dr. Landwehr’s reply to Mr. 
Archdeacon’s memorandum was given by him to the Embassy. 

It is hoped that the Department will agree with the line followed 
by the Embassy in this matter. In view of the circumstances out- 
lined above, any information concerning the course of developments 
in Washington would be most helpful and it would be appreciated if 
the Department should find it feasible to give the Embassy the bene- 
fit of its reaction. 

Respectfully yours, Wiir1am E. Dopp 

NEGOTIATIONS FOR A SETTLEMENT OF THE DRIER CLAIM AND THE 

SABOTAGE CLAIMS OF THE UNITED STATES AGAINST GERMANY * 

462.11L5282/830 

The German Ambassador (Luther) to the Secretary of State 

[Translation] 

Wasuineton, April 5, 1937. 

Mr. Secretary oF State: I have the honor to communicate the fol- 
lowing to you by direction of my Government: 

In connection with an inquiry of the State Department, the Ger- 
man Embassy in Washington informed the State Department on June 
17, 1936,* that the German Government, for which the Foreign Office 
was acting, entertained the wish to conduct negotiations, apart from 

the proceedings now pending before the German-American Mixed 
Commission, in which the so-called sabotage cases are involved. In 
that connection it was stated that the American negotiators to be sent 
to Germany would be welcome to the Foreign Office and the other 
German Government offices concerned. ‘Thereupon the American 
Government sent its Agent before the Mixed Commission, Mr. Robert 

* Continued from Foreign Relations, 1936, vol. 11, pp. 256-284. 
“Memorandum of conversation held in the Department June 17, 1936, not 

printed.
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W. Bonynge, and his legal adviser, Mr. Harold H. Martin, to Ger- 
many. The American plenipotentiaries did not take advantage of 
the opportunity to call at the Foreign Office. But in Munich they 
held discussions with Captain von Pfeffer,** the results of which are 
set down in various documents that were exchanged during the days 
from July 1st to 10th, 1936. 

During the discussions conducted at Munich, a settlement of the 
proposal for re-opening [the case],27 submitted to the Mixed Commis- 
sion by the parties complaining of sabotage, was contemplated, where- 
by the Commission was to promise them certain sums the numerical 
amount of which was, however, not yet determined. It was to be the 
prerequisite for such a settlement that it was to be the first step in a 
thorough-going improvement in the relations between the two coun- 
tries and that it was by no means to be made to appear as if the German 
Government were willing to accept any responsibility whatever for 
the claims made in the complaint. The aim striven for therein was to 
settle definitively all claims cases still pending before the Mixed Com- 
mission, so that an end could be made to that whole matter. 

As far as the proceedings before the Commission are concerned, the 
sole importance of the result of the discussions conducted in Munich 
was that of forming the preparation of a basis for official steps, which 
the German Government could, if necessary, cause to be taken before 
the Commission by its Agent. 

To the regret of the German Government, it has, however, been 
found in the meantime that by the course contemplated the prerequi- 
sites of the settlement could not be fulfilled nor could the desired goal 
be attained. Among other things, a number of holders of awards 
made previously by the Commission have protested to the American 
Government against the outcome of the Munich discussions. The 
American Government has directed its Agent to submit this protest 
to the Commission and to agree to the proposals in which the inter- 
venors requested a hearing before the Commission. Thus there is no 
assurance that the ending of the Commission proceedings will be 
reached in the way contemplated at Munich. Rather must it be taken 
into account that the Commission proceedings will possibly be con- 
tinued in the form of a suit between the parties complaining of 
sabotage and their opponents. . 

In view of this state of affairs, the German Government does not 
intend to continue on the course the way for which was opened by 
the discussions conducted at Munich, and direct its Agent to get into 

“Hauptmann von Pfeffer, German Special Agent; for account of the discus- 
sions, see Foreign Relations, 1936, vol. 11, pp. 266 ff. 

* Brackets appear in the file translation.
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contact with the American Agent in order to bring about the sub- 
mission of joint claims for the making of awards by the Commission. 
The German Government rather wishes to continue the cases pending 
before the Commission in the status in which they were before the 
beginning of the conversations at Munich. 

The German Government has found, to its surprise, that the Ameri- 
can Agent has considered it proper to submit to the Commission the 
documents that were exchanged at Munich and to propose that the 
Commission make decisions against Germany on that ground. The 
German Government calls attention to the fact that the Commission, 
however, under its rules of procedure, to which reference was spe- 
cifically made at Munich, cannot make a decision not based upon 
examination of claims on their merits unless the Agents of both coun- 
tries propose it, jointly. It is the business of the Commission to 
examine the claims that are made on the basis of the Berlin Agree- 
ment ** with regard to the facts and to decide on them; on the other 
hand, it does not lie within its powers to investigate and appraise 
negotiations that have been conducted outside the proceedings of 
the Commission. The German Government takes the stand that no 
questions of any kind, of a factual or legal nature, that may arise 
out of the Munich discussions are left to the Commission for decision. 
The German Government has therefore directed its Agent before 
the Commission not to enter into the proposals made by the American 
Agent, which aim at the putting into effect of the results of the 
Munich conversations. 

Accept [etce. ] LUTHER 

462.11L5232/8384 

The Secretary of State to the German Ambassador (Luther) 

Wasuineton, April 8, 1987. 

Excettency: I have the honor to acknowledge the receipt of your 
note of April 5 regarding the attitude of your Government with re- 
spect to the so-called sabotage claims pending before the Mixed 
Claims Commission, United States and Germany, and to state that 
a copy of your note has been transmitted to the American Agent 
with the request that he lay it before the Commission for its 
consideration. | 

Accept [ete.] - For the Secretary of State: 
[File copy not signed. ] 

* Wor text of agreement, see League of Nations Treaty Series, vol. cv1, p. 121.



| GERMANY dol 

462,11D831/263 

The German Embassy to the Department of State™ 

In an exchange of notes of May 7, 1934 * both Governments agreed 
to leave to the Commission the decision in the petition for a rehearing 
filed in the Drier case. Thereupon the Commission through the Umpire 
rejected said petition as well as two further motions for a reopening 
of the case. 

The Foreign Office transmitted to the American Embassy in Berlin 

with a Note Verbale of May 16, 1936 ** various items of documentary 
evidence from which it appears that in the proceedings before the Com- 

mission the claimant had availed herself of objectionable methods. 
The German Government therefore regrets that it is not in a position 
to agree to a further award to be rendered by the Commission in favor 
of Mrs. Drier. 

As regards Mrs. Drier’s precarious financial situation which has 
been emphasized by the American Embassy * it seems appropriate 
to point out the hardships resulting to German claimants out of the 
Harrison Act * against which the German Embassy had at the time 
protested in vain. The German Government is of the opinion that the 
situation in the case of the Deutsche Bank and Disconto Gesellschaft 
is particularly unfortunate. As will be remembered said funds were 
first withheld from being returned under the War Claims Settlement 
Act “ through an injunction by the firm of Sprunt. In order to bring 
about the withdrawal of said injunction which the Disconto-Gesell- 
schaft considered as entirely unjustified, the German Government 
assumed considerable sacrifices in the agreement in the Sprunt cases 
before the Commission. These sacrifices were of no avail because 
shortly thereafter the return of the funds of the Deutsche Bank & 
Disconto-Gesellschaft was barred by the Harrison Act. 

462.11 W892/2778 

The Secretary of State to the German Ambassador (Luther) 

Wasurinaron, May 1, 1937. 

My Dear Mr. Ampassapor: No doubt you are aware of the intense 
interest that is being manifested in this country in regard to the claims 

*® Left at the Department April 12, by the Counselor of the German Embassy. 
© Foreign Relations, 1934, vol. 11, pp. 492-493. 
“Not printed; see telegram No. 153, May 19, 1936, 6 p. m., ibid., 1936, vol. 11, 

ar telegram No. 16, March 12, 3 p. m., the Secretary of State kad instructed 
the Ambassador in Germany to advise the Foreign Office that favorable instruc- 
tions on this case would be very much appreciated in view of the claimant’s 
precarious condition both physically and financially (462.11D831/249). 

* Joint Resolution approved June 27, 1934; 48 Stat. 1267. 
“ Approved March 10, 1928; 45 Stat. 254. ,
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of individuals who sustained property losses and personal injuries 
during the World War but whose claims were not presented to the 
Department in time to permit their consideration by the Mixed Claims 

Commission under the agreements of August 10, 1922, and December 

31, 1928.% This interest has not only been manifested by the individ- 

uals themselves, who are constantly importuning the Department to 
endeavor to obtain the consent of the German Government to the 

adjudication of these late claims, but has also been evidenced by the 

introduction in the Congress from time to time of legislation propos- 
ing that some arrangements be arrived at to take care of the claims. 

The latest proposed legislation, as you doubtless know, requests the 
President to enter into an agreement with the German Government 

for the adjustment of these claims either by the present Commission, 

or by the creation of a new Commission, or by the payment of a lump 
sum to be distributed among the claimants by such method and in 

such manner as might seem best to this Government. 

The matter of reaching an agreement between the two Governments 

that would provide for the final disposition of these late claims has 
been discussed on a number of occasions with the German Govern- 

ment, mostly through the German Embassy at this capital, and the 

Department has all along felt, from the tenor of the discussions, that 

some method would eventually be arrived at which would take care of 
this large group of small claims by people who because of their voca- 
tions and their lack of knowledge of the existence of an arrangement 

for the adjudication of claims failed to file them within the time 
agreed upon. The claims for the most part are those of seafaring men 
to whose misfortune we can not fail to be sensible. A settlement 
whether by adjudication or by a lump sum arrangement would not 
unduly increase the financial obligations of Germany to the United 

States under the Treaty of Berlin with respect to World War Claims,“ 

and it would be most gratifying to this Government as well as to 
these unfortunate claimants. It is obvious that while these claims 

remain unsettled the efforts of the two Governments to make a final 
and.complete adjustment of outstanding claims will not have been 

realized and these claimants and their friends will always feel, whether 

rightly or wrongly, that they have been denied the relief that was 
available to others more fortunately situated. 

In all the circumstances, I am impelled to bring this matter again 

to the attention of the German Government through your Embassy, 
with a view to a further exploration of the subject, in the hope that a 
friendly discussion thereof may result in the adoption of one of the 
proposed methods of adjustment of the claims. A survey of the so- 

See Foreign Relations, 1922, vol. 11, pp. 240 ff. 
* See ibid., 1928, vol. 11, pp. 894 ff. 
“ Sioned August 25, 1921, ibid., 1921, vol. m, p. 29.
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called late claims by the Department discloses a total number of ap- 
proximately 2,700, with a probable recovery value of approximately 
$7,500,000. 

I shall appreciate it if you will be good enough to ascertain and in- 
form me of the attitude of your Government, and especially as to 
whether it would be willing to enter into friendly discussions looking 
to an adjustment of what presumably will soon be the only remaining 
war time claims. 

I am [etc.] CorveLtt Hui. 

462.111.5232/880 

Memorandum by the Legal Adviser (Hackworth) 

[WasHiNneTon,] June 1, 1937. 

Mr. Moore “ and Mr. Hackworth discussed with the German Am- 
bassador * (who called at the request of Mr. Moore) and Dr. Paulig, 
the German Agent before the Mixed Claims Commission, the matter 
of the sabotage claims. Mr. Moore opened the conversation by re- 
ferring to the recent agreement reached between the sabotage claim- 
ants and the awardholders © under which the latter are to withdraw 
their opposition to the carrying out of the Munich settlement. He 
pointed out that the American Agent and his counsel had gone to Ger- 
many at the suggestion of German officials and that they had negoti- 
ated the agreement which has since been the subject of discussion 
before the Commission and otherwise; that the Commission had been 
in operation since 1922 and for the past several years had been pre- 
vented from closing its work because of the pendency of these claims; 
that the awardholders who had objected to the Munich settlement were 
now ready to withdraw their objection and apparently the only ob- 
stacle to having the Munich settlement receive favorable consideration 
by the Commission is the lack of approval of that settlement by the 
German Government. He expressed the hope that that approval 
might be given and the claims now pending before the Commission 
might be closed. He pointed out that of course the matter would have 
to be handled independently of any other questions that might be 
pending between the two Governments. 

The Ambassador stated that he knew about the arrangement be- 
tween the sabotage claimants and the awardholders; that he wanted 

*R. Walton Moore, Counselor of the Department of State. 
“ Hans Heinrich Dieckhoff. 
° Agreement of May 19, 1937; in this agreement the sabotage claimants 

agreed to set aside from awards entered in their favor by the Commission a 
certain part to be used for benefit of awardholders. In return the award- 
holders were to withdraw all opposition to any further proceedings the sabotage 
claimants might take in prosecution of their claim.
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to preface his remarks by a brief statement of the background, which 
was to the effect that the claims situation actually had its origin with 
the Treaty of Peace; that it had been composed of a German Commis- 
sioner, an American Commissioner, and a Presiding Commissioner 
who had all along been an American national; that his Government 
felt it had been very fair in the whole claims situation, particularly 
in having the Commission composed of two Americans and one Ger- 
man. He thought that the claims work should have been closed in 
March 1930, prior to which time there had been a decision against 
the sabotage claimants, and that the prolongation of the life of the 
Commission for the past seven years has resulted from the petition of 
the sabotage claimants for a new hearing; he thought that the weak- 
ness of the contentions of the sabotage claimants was reflected in their 
efforts to effect a compromise settlement; that if they were certain of 
their ground they would not be interested in making a compromise 
settlement. He also stated, with the concurrence of Dr. Paulig, that in 
February and March Dr. Paulig had suggested that the two opposing 
groups should endeavor to arrive at a satisfactory arrangement, but 
that since nothing had come of that within a reasonable time the 
German Government had decided that the cases should proceed before 
the Commission in the regular way and thereupon the German Am- 
bassador sent to the Department the note of April 5, 1987. Dr. Paulig 
stated that the Commission was to meet on June 14 to resume con- 
sideration of the cases, and that on that date steps would be taken to 
have certain witnesses appear before the Commission. The Ambassa- 
dor remarked that the German Foreign Office expected Mr. Bonynge 
and Mr. Martin to come to Berlin for a discussion of the claims but 
that they did not see fit to do so. He thought that any compromise 
settlement of the sabotage claims would be interpreted as an admis- 
sion on the part of Germany of guilt regardless of the phraseology 
employed. Finally he stated that while he could not speak for his 
Government he felt that there would be no chance of giving effect to 
the Munich settlement unless it were upon a definite understanding 
that the payments made from the present fund in the German special 
deposit account would terminate Germany’s liability toward the 
claimants. 

As to the failure of the American Agent to go to Berlin, Mr. 
Hackworth explained that this was due to no decision on the part of 
the Agent or his counsel but rather to the fact that the German 
negotiators had suggested that they should have their discussions in 
Munich in order to avoid possible publicity that might attend such a 
meeting in Berlin. The Ambassador stated that they were not making 
any special point of that. He thought that there should be a definite 
decision on the question whether Germany’s liability to the claimants
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would cease with the payments from the funds now in a special deposit 
account before the matter is taken up with his Government. He 
thought that this would be an indispensable condition to further con- 
sideration of a compromise settlement. 

Mr. Moore stated that this would be discussed with the American 
Agent and the counsel for the claimants and that he would inform 
him of the results. 

462.11L5282/882 

The Department of State to the German Embassy 

MermoraNnDUM 

This is to confirm what was stated to His Excellency the German 
Ambassador when he called at the Department on June 1, 1937, with 
respect to the sabotage claims. 7 

The Department of State strongly hopes that the work of the 
Mixed Claims Commission may be speeded and perhaps brought to a 
conclusion on the basis of the agreement recently entered into by 
American claimants who were given awards by the Commission and 
the so-called sabotage claimants, which the Ambassador has seen, that 
agreement involving an approval of the Munich settlement. The 
Department, of course, has in mind what the Ambassador stated 
relative to the finality of any decision the Commission may render. 

WasuHInctTon, June 7, 1987. 

462,11L5232/887 

Memorandum by the Assistant to the American Agent to the Mixed 
Claims Commission, United States and Germany (Martin) 

[ WasHineton,] June 9, 1937. 
The German Agent and I had a conference about 11:30 today in 

relation to the settlement agreement of May 19 between the award- 
holders and the sabotage claimants. : 

The German Agent said in substance that he was just in receipt 
of a cable from Berlin to the effect that after giving full considera- 
tion to the terms of this agreement the German Government did not 
feel that it was in a position to accept the terms thereof unless there 
was a firm waiver by the awardholders and the sabotage claimants 
under which (1) the awardholders would give up the entire unpaid 
balance of their awards now owing; namely, approximately $60,800,- 
000 as of March 31, 1987, this in consideration of their receiving 
from the sabotage claimants under the terms of the agreement of
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May 19 some $11,000,000 out of the proceeds of the contemplated 
awards to the sabotage claimants (the contemplated awards to the 
sabotage claimants would produce a present theoretical payment to 
them of about $22,000,000) ; and (2) that the sabotage claimants would 
give up all unpaid amounts remaining after the payments on the con- 
templated awards. This would imply a giving up on the part of Class 
ITT sabotage claimants of some $22,300,000. 

The German Agent further said that he had had recent conversa- 
tions with Mr. Morris, representing the awardholders, and Mr. Mc- 
Cloy, representing the sabotage claimants, and had been told by these 
gentlemen that their clients were not in a position to consider giving up 
more than about 50% of the unpaid amounts on the above basis. 
This information the German Agent said he had cabled to the Foreign 
Office. 

The German Agent further said that he had been informally fur- 
nished with a copy of the agreement of May 19 on May 21 and had 
cabled the substance thereof to Berlin and had also forwarded a copy 
thereof by mail. He also said that he had been furnished with an 
official copy of the agreement with my letter of May 24. In this situ- 
ation the German Agent said that Berlin was fully advised as to all 
the circumstances before they made their recent decision. 

In addition to the difficulties heretofore suggested by the German 
Agent he pointed out to me today the further difficulty arising out 
of the protests by German nationals against the final consummation 
of the agreement. 

I told the German Agent that late yesterday afternoon I received 
a letter from Mr. McCloy and that this morning I received a letter 
from Mr. Morris advising me in substance as he had already been 
advised informally by the two groups of claimants as to their willing- 
ness to waive 50% of the so-called expectancies. This waiver, I said, 
implied a definite abatement of Germany’s financial obligations to the 
United States on account of the awards of the Commission in the 
amount of approximately $41,500,000, which amount, I said, repre- 
sented to my mind a definite and substantial reduction in Germany’s 
financial obligations. I further said that it also contemplated a prompt 
winding up of the Commission that, as I understood, was desired by 
both Governments. 

I pointed out to the German Agent that if the agreement of May 19 
were not finally consummated it would mean another year or more of 
work on the part of the Commission, and that personally I felt satis- 
fied that we would eventually receive a favorable decision that would 
imply further financial obligations on the part of Germany in an 
amount in excess of $50,000,000, and that to my mind the consum-
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mation of the agreement of May 19 represented a very substantial 
saving to the German Government. 

The German Agent replied to this in a jocular way that of course 
this was a matter that the two Agents were in disagreement on and 
suggested that from his study of the awards of the Commission even 
if we were successful in the sabotage claims the awards would prob- 
ably be materially under the amount claimed. In support of this he 
pointed particularly to the situation in the Lusitania claims, where 
he said the awards in most instances were materially under the 
amounts claimed. In reply to this I said that of course claims for 
damages arising out of deaths were on an entirely different basis 
from claims for damages to property, and said that in our ship claims, 
that involved property damage only, we in many instances recovered 
substantially the entire amount claimed. With particular respect to 
the sabotage claims I said that in the case of the largest single claim 
our damages are made up of the value of the property destroyed in 
substantially the amount as fixed by the Interstate Commerce Com- 
mission in its valuation of railroad properties; that other large items 
of this claim represented amounts recovered by various injured parties 
in court proceedings from the railroad company; that another large 
claim represented the contract price for the property destroyed; and 
that in so far as the underwriters were concerned, whose claims repre- 
sent a substantial item, the damages are merely the out-of-pocket 
losses of the various underwriters after making deduction for the 
foreign re-insurance recovered. In this situation I said that I felt 
confident that if we were eventually successful we would recover 
substantially the amounts claimed as very few of the items going to 
make up these amounts are capable of any material reduction. 

The German Agent said that he would call Mr. Bonynge in New 
York and advise him of the situation. He thought it was preferable 
that he talk directly with Mr. Bonynge in order to avoid any mis- 
understanding as to just what he was saying. I told him this was 
perfectly satisfactory to me and suggested that he might call Mr. 
Bonynge over my telephone. The German Agent, however, said 
that he had several notes that he would like to refer to in his talk 
with Mr. Bonynge and would call him up as soon as he returned to 
his office. The German Agent just called me back and said that on 
returning to his office he found that it would be impossible for him 
to call Mr. Bonynge before sometime between 3:30 and 4:00 p. m., 
Washington time, as he found it necessary to leave the office 
immediately. 

The German Agent then told me that he had had a telephone inquiry 
from the American Commissioner in relation to the issuance of sub- 
poenas in case the agreement of May 19 was not acceptable to the
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German Government. He suggested that it would be well for the 
two of us to see the American Commissioner in order to discuss with 
him the procedural situation and furnish him with the names and 
addresses of the parties each side desired be called. I told him this 
was agreeable to me and that I would see the American Commissioner 
with him at any time that was convenient to himself and the American 

Commissioner. The German Agent then said that he would endeavor 
to make an appointment with the American Commissioner for 11:30 
tomorrow. AsI gather the German Agent is particularly interested 

in having the subpoena to Stein ™ require him to produce his office 
record book containing the alleged adverse opinion bearing date June 
10, 1931, which opinion was read to the American Agent and certain 
of the sabotage attorneys at the time these gentlemen called at Stein’s 
office on or about November 5, 1932. 

Following my talk with the German Agent I saw Mr. Moore in the 
Department of State and told him the substance of the conversation 
as above noted. | , 

Mr. Moore told me that from his conversations with the German 
Ambassador he was reasonably well satisfied that the Ambassador 
wants to close up the work of the Commission and that he is not really 
interested in extended negotiations for a settlement. : 

Mr. Moore further suggested that I write Mr. Morris and Mr. Mc- 
Cloy in relation to this matter and ascertain definitely to what extent 
the various parties in interest are willing to go in giving up their 
expectancies. This information is desired for use in the note that the 
Department contemplates writing to the German Ambassador. Mr. 
Moore also said that he would himself write a letter to Mr. Polk along 
these lines. _ 

H. H. Marri 

462.11L5232/892 

Memorandum by the Legal Adviser (Hackworth) 

[WasHineton,| June 17, 1937. 

The German Ambassador and Dr. Paulig called this morning by 
request of the Department and discussed with Mr. Moore, Mr. Hack- 
worth, and Mr. Martin the proposed settlement of the sabotage 
claims. 

_ Mr. Moore explained that the meeting was pursuant to our previous 
discussion of a few days ago with the Ambassador. (At that time 

*t Elbridge W. Stein, one of the American experts who was a witness in sabotage 
cases and accused of being in collusion with a German expert to discredit the 
ant henticity of a certain bit of evidence which had been used to favor American
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he stated that his Government would not be willing to give effect 
to the Munich agreement unless both the sabotage claimants and the 
present awardholders would be willing to regard payment of funds 
now in the German special deposit account as a complete satisfaction 
of all private claims.) 

At Mr. Moore’s request Mr. Hackworth explained that the claim- 
ants and the awardholders could not see their way clear to surrender 
all future expectancies but would be willing to meet the Ambassador 
half way by surrendering 50 percent of such expectancies on awards; 
that this would amount to a saving to the German Government of 
some forty-two million dollars on its obligations to the United States, 
which was believed to be a very liberal concession. Dr. Paulig re- 
plied that if awards were entered by the Commission pursuant to 
the Munich settlement Germany’s obligation would in fact be in- 
creased by eight million dollars, notwithstanding the 50 percent 
surrender on expectancies. He stated that under the Munich settle- 
ment the sabotage claimants were to waive all right to any future 
payments after the special deposit account had been exhausted. Mr. 
Martin observed that this statement was based upon the assumption 
that in the absence of such a settlement there would be no awards in 
the sabotage claims, and that Dr. Paulig was mistaken in thinking 
that the claimants by the Munich settlement waived future expectan- 
cies. He stated that this had been made very clear to the German 
negotiators at Munich at different times during those discussions. 
The Ambassador stated that he felt that his Government would not 
accept anything less than a complete cancellation, after exhaustion 
of the special deposit account, of all future rights of private claim- 
ants; that it was his view that the claims should proceed before the 
Commission in the regular way; that his Government felt confident 
that the situation had not-changed since the decision of the Com- 
mission in 1930 and that the next decision, like that one, would be in 
favor of his Government; that any compromise settlement however 
worded would leave the impression that Germany was guilty of the 
acts of sabotage complained of and that his Government could not 

make such a sacrifice without a like sacrifice on the other side. Mr. 

Martin stated that the Commission had found that acts of sabotage 

had been committed by Germany in the United States but had not 

found that the acts here complained of had been so committed. The 

Ambassador stated that was the point he had in mind and that he 

felt that the position of his Government was impregnable. Mr. 

Moore remarked that the idea was to carry out the Munich arrange- 

ment and that he wondered what the Ambassador thought of the pos- 

sibility of the Commission’s recognizing that agreement and whether 

the proposed compromise settlement would not be more favorable to
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Germany. The Ambassador reiterated his statement that he felt it 
would be better to go on with the hearing before the Commission re- 
gardless of the length of time required and take the chances of the 
decision going against the German Government, which he thought 
would not be as detrimental to his Government as an implied ad- 
mission by that Government. 

Mr. Hackworth inquired whether, considering the circumstances 
under which the Munich settlement was negotiated, i. e. that German 
officials had requested that we send representatives to Germany to 
discuss a compromise, that such representatives had been sent and an 
agreement reached, and considering also the fact that the claimants 
and awardholders were now willing to make concessions of some mag- 
nitude, his Government might not feel that it should go forward with 
the proposed arrangement. The Ambassador made no commitment 
but stated that he would promptly communicate the proposal to his 
Government and would advise us of the results. 

Mr. Moore asked Mr. Martin to advise Mr. Morris, representing 
the awardholders, the representatives of the sabotage claimants, and 
Mr. Bonynge of the results of the conversation. 

462.11L5232/893 

The German Ambassador (Dieckhoff) to the Counselor of the. 
Department of State (Moore) 

[Translation] 

WASHINGTON, June 19, 1937. 

My Dear Jupce Moore: I have the honor to recall the interview 
with you last Thursday,** in which you informed me, with reference 
to the agreement concluded on May 19th between the American award 
holders and the sabotage claimants, that these two groups of interested 
American parties are not prepared, in case of the relinquishment of the 
German special deposit account, to abandon their claims to the remain- 
ing balances, but are only disposed to reduce them by 50 percent. 

In the name of my Government, I have the honor to advise you 
that it cannot consider the assumption of the great sacrifices which 
the settlement of the sabotage claims on the basis proposed by the 
sabotage claimants would require, without a full waiver by the award 
holders and the sabotage claimants of their claims to the remaining 
balances. 

Please accept [ete. ] Dirck HOFF 

% June 17,



GERMANY 361 

462.111L5282/898 

The Counselor of the Department of State (Moore) to the German 
Ambassador (Dieckhoff ) 

WASHINGTON, June 23, 1937. 

My Dear Mr. Ampassavor: I have received your note of June 19, 
1937, with further reference to the agreement concluded on May 19, 
1937, between the American awardholders and the sabotage claimants, 
wherein you state that your Government cannot consider the assump- 

tion of the sacrifices which the settlement of the sabotage claims on 
the basis proposed by the claimants would require, without a full 
waiver by the awardholders and the sabotage claimants of their claims 

to the remaining balances. 
I will thank you to advise me for my own information whether I can 

understand that if the awardholders and the sabotage claimants should 
be willing to waive the remaining balances, your Government would 
be prepared promptly to go through with the settlement without 

further conditions. 
I am [etc. | R. Warton Moors 

462,11L5232/899 

The German Ambassador (Dieckhof!) to the Counselor of the 
Department of State (Moore) 

[Translation] 

WASHINGTON, June 28, 19837. 

Dear Juper Moors: I have the honor to confirm the receipt of your 
letter of the 23rd instant, in which you ask for a statement, for your 
own information, as to whether, in the matter of the sabotage proceed- 
ings, the German Government would be ready to carry out the agree- 
ment if the award holders and the sabotage claimants waive all their 
remaining balances. 

As the information at hand from Berlin does not suffice to reply 
to this question, which is of a hypothetical character, 1 have sub- 
mitted the content of your letter to my Government, with a request for 
a statement of its position. As soon as a reply on this point has been 
received, I shall not fail to advise you without delay of the view of 
my Government. 

As the German Agent advises me, the Commission intends to hear 
a number of witnesses on July 8th and the following days, who have 
been summoned by the serving of subpoenas, as the date of June 22nd 
originally set for that purpose had to be changed. I should like to 
avail myself of this opportunity to remark that I am of the opinion 
that the hearings should by no means be postponed once more, because 

9826095424
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a new question has been raised by your inquiry of the 23rd instant, 
to which a definitive answer cannot be given until after the receipt 
of information from Berlin; the proceedings before the Commission 
should, in my opinion, quietly continue to follow their [regular] ™ 
course in the meantime. 

Accept [etc. ] DIECKHOFF 

462.11L.5232/903 

Memorandum by the Counselor of the Department of State (Moore) ™ 

Although the note of the German Ambassador of April 5, 1987, 
regarding the so-called sabotage claims pending before the Mixed 
Claims Commission, United States and Germany, has been acknowl- 
edged, in view of the present situation it seems desirable that some 
reference should be made to the statements therein contained, as 
follows: 

1. That Mr. Robert W. Bonynge, the American Agent before the 
Mixed Claims Commission, and Mr. Harold H. Martin, his Counsel, 
who were sent to Germany, did not “choose to call at the Foreign 
Office” but instead had their discussions at Munich with Hauptmann 
von Pfeffer ; _ 

2. That the Munich settlement presupposed that it was to be the 
first step in an energetic effort to improve the relations between the 
two countries; and 

8. That the effect aimed at was finally to dispose of in their en- 
tirety all claims still pending before the Mixed Claims Commission, 
but that it has become apparent in the meantime that the presupposi- 
tions on which the settlement was based cannot materialize and refer- 
ence is made in this relation to the protests lodged with this Govern- 
ment by the holders of earlier awards by the Commission against 
the outcome of the Munich discussions, which protests this Govern- 
ment had instructed its Agent to submit to the Commission and to 
acquiesce in the requests of the awardholders to be heard by the 
Commission. 

As to the first of the numbered paragraphs it should be remarked, as 
has previously been explained to the present German Ambassador, 
that Messrs. Bonynge and Martin did not call at the German Foreign 
Office for the reason that on reaching Germany they were met by a 
representative of the German Government, Mr. von Deichmann, and 
were advised by him that the negotiations would be held in Munich 
with Herr von Pfeffer. Messrs. Bonynge and Martin state that they 
at no time received any intimation that they should call at the German 
Foreign Office. 

* Brackets appear in the file translation. 
“Copies of the memorandum were given to Mr. Thomsen of the German 

Embassy and to Mr. Martin of the Mixed Claims Commission, .
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As to the second of the numbered paragraphs it should be said that 
the correspondence exchanged between the Department of State and its 
Embassy in Berlin and between the Embassy and officials of the Ger- 
man Government makes it perfectly clear that the settlement of the 
sabotage claims was not in anywise to be conditioned upon the discus- 
sion or settlement of other matters. The pertinent parts of this cor- 
respondence have been filed with the Mixed Claims Commission by 
the American Agent. . 

With respect to the third of the above-mentioned points raised in 
the note of April 5 it should be remarked that, in view of the protests 

made by the awardholders against the Munich settlement, and inas- 
much as that settlement required action by the Commission, it was 
thought only proper that the whole situation should be considered by 
the Commission; hence the instruction to the American Agent that he 
should not oppose the petitions of the awardholders to be heard. This 

matter, however, has now become academic in view of the recent ar- 
rangement between the awardholders and the sabotage claimants by 
which their conflicting interests and views have been reconciled. 

WaAsHINGTON, July 3, 1987. : 

462,11L5232/909 | _ 

The German Ambassador (Dieckhoff) to the Counselor of the 
— Department of State (Moore)® | 

[Translation] 

- New Yorr, August 10, 1937. 

My Dear Jupce Moors: I beg to refer to your letter of June 23 
last,.in which you asked, in a hypothetic form, the question whether 
the German Government would be prepared to enter into a compro- 
mise settlement of the so-called sabotage claims, if the American 
award. holders and the so-called sabotage claimants should be willing 
to waive the remaining balance of their claims. Upon instruction 
from my. Government I have the honor to advise you as follows: 

A compromise settlement as contemplated by the American Govern- 
ment as well as by the award holders and the sabotage claimants in- 
volves that the German Government would have to give up in full the 
share of German nationals in the “German Special Deposit Account” 

notwithstanding the fact that this share is considerably larger than 
that of. American nationals. The German Government is willing, 
however, to consider assuming these far-reaching sacrifices provided 

The Department made no reply to this note. It took the position that the 
Drier claim was within the jurisdiction of the Mixed Claims Commission, United 
States and Germany, and that the Department could not judiciously take any 
action regarding the matter. (462.11D831/298,353)
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that the American Government is ready on its part to meet the desires 
of the German Government in a matter directly connected with the 
claims settled in the proceedings before the Commission. | 

In the case of a compromise settlement, the distribution of the funds 
available in the German Special Deposit Account would result in all 
claims of the award holders and sabotage claimants being satisfied 
and all private mixed claims being finally disposed of. To the Ger- 
man Government it is a fundamental condition, pre-requisite to a 
compromise, that said effect be brought about. At the same time, how- 
ever, there would no longer remain any reason for the American Gov- 
ernment to continue withholding those portions of the property of 
German nationals, the return of which has been prevented since June 
1934 by the Harrison Act. The German Government, therefore, must 
make it a further condition, pre-requisite to a compromise settlement 
of the so-called sabotage claims, that the American Government de- 
clares its willingness to return unconditionally and immediately to 
the persons entitled thereto the balance of the amount of the seized 
property, and to undertake, under the Harrison Act, the steps neces- 
sary for this purpose. The German Government feels certain that this 
proposition will find the assent of the American Government which 
has recognized, by the War Claims Settlement Act of 1928, the prin- 
ciple of the inviolability of private property and which certainly can- 
not desire this principle to be disregarded in respect of a very small 
group of German nationals, whose property for technical reasons was 
not returned prior to 1934. 

The German Government considers it as a matter of course that, 
should a compromise settlement be reached, the question of responsi- 
bility will be disposed of in a satisfactory manner; it should be clearly 
expressed therein that the agreement is in the nature of an amicable 
settlement which the German Government was prepared to enter into 
in the spirit of good-will and reconciliation, (aus dem Greiste ... 
freundschaftlichen E'ntgegenkommens) by which it has always been 
motivated. Everything would, therefore, have to be averted that 
might be construed as an admission of responsibility for the destruc- 
tions or as an admission of the charge that the Commission was mis- 
led. 

The German Government believes that on the basic conditions set. 

forth above it will be in a position to enter into a compromise settle- 
ment disposing of the so-called sabotage claims and also of the claim of 
Mrs. Katherine McNider Drier and resulting in the final termination 
of the proceedings of the Commission. 

In view of the involved nature of the subject-matter and in view 
of certain characteristics of the proceedings through which a com- 
promise settlement would have to be carried out, it would become
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necessary to clarify various points of technical nature. Further- 

more, the suggestions contained in the agreement of the award holders 
and the sabotage claimants of May 19 last would require certain altera- 
tions in technical respects. The German Government is of the opin- 
ion, however, that it would be expedient to reserve for future discus- 
sions all of these questions which are not directly connected with its 
attitude on the basic issue. 

Accept [etc. ] DIECKHOFF 

462,11L5232/940 

Memorandum by the Legal Adviser (Hackworth) 

[WasuHineton,] December 14, 1937. 

Mr. Moore, Dr. Thomsen, Counselor of the German Embassy, Dr. 
Paulig, Agent for Germany before the Mixed Claims Commission, 
Messrs. Bonynge and Martin representing the United States before 
the Commission, Mr. McCloy representing the sabotage claimants, and 
Mr. Roland S. Morris representing the awardholders, and the under- 
signed, conferred in Mr. Moore’s office this afternoon regarding a 
possible settlement of the claims pending before the Commission satis- 
factory to the claimants and the present holders of awards against 
Germany. The discussions revolved around the German Embassy’s 
note of August 10, 1937 on the subject. 

Mr. Martin read a letter which had been addressed to Mr. Bonynge 
under date of December 7 by the law firm of Cravath, DeGersdorff, 

Swaine & Wood, New York City, in behalf of the sabotage claimants 
and one of the same date addressed to Mr. Bonynge by Mr. Roland S. 
Morris in behalf of the awardholders, copies of which letters are in 
the Department’s files. There was also read a letter *’ addressed to 
Mr. Moore by Katz & Sommerich of New York City with respect to 
two claimants who had received awards from the War Claims 
Arbiter. 

Mr. Moore pointed out that the purpose of the conference was to 
explore the situation with a view to determining whether the pro- 
posals made by the claimants and the awardholders would be in sub- 
stantial compliance with the suggestions contained in the German 
Government’s note of August 10, leaving to later consideration the 
arrangement of details and the other conditions stated in the German 
note. 

After some discussion of the proposed plan, Mr. Bonynge raised the 
question whether it was the purpose of Germany to waive the claims of 
German nationals who hold awards from the War Claims Arbiter 

* Neither printed. 
* Not printed.
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which have not been completely satisfied. It was suggested that these 
amounted to about $60,000,000 and that the unsatisfied American 

awards are in about the same amount. Dr. Thomsen and Dr. Paulig 

stated that the German Government could not waive the German 
claims since those awards were in behalf of the individual claimants, 
but indicated that the most they could do would be to use their good 

offices if such seemed to be necessary or desirable. oe 
Messrs. Bonynge and Martin observed that if the Deposit Account 

should be absorbed by the American claimants, the German nationals 
would have no recourse since it was understood at the time of the 
enactment of the Settlement of War Claims Act that the awards of 
the War Claims Arbiter were to be paid only from that Account. 

Mr. Hackworth stated that whatever the understanding might have 
been at that time the fact remained that these awards were against 
the United States, were given by a domestic tribunal pursuant to an 
Act of Congress, and, regardless of whether the Deposit Account 
should be exhausted, would still remain in the nature of judgment 
against this Government. It was then suggested by Messrs. Bonynge, 
Martin and McCloy that if the Commission gave an award which had 
the effect of absorbing the Special Deposit Account, the German 
claimants would have nothing to say regarding their failure to par- 

ticipate in the distribution of the fund. 
It was generally agreed that if the settlement should take that 

course, that is to say, an award rendered in favor of the sabotage 
claimants in such an amount as to exhaust the fund under the priority 
provisions of the Settlement of War Claims Act, the German award- 
holders would probably have no grounds for complaint, but Mr. Moore 
and Mr. Hackworth expressed the view that, in any event, so long as 
these awards remain unsatisfied there will be efforts made to put the 
United States under some obligation or duty to make payment; also, 
that as the situation now stands the American awardholders will be 
giving up some forty to sixty million dollars in expectancies while 
the German awardholders will be giving up nothing, but that if this 
is what the American claimants desire to do, there is no apparent 
reason why the Department should raise any objection. : 

_ Mr. Moore pointed out that whatever is done should be subject to 
the approval of the Commission, and that the Department’s only de- 
sire is to be helpful in bringing the Commission’s work to a close at the 
earliest possible date. It was tentatively agreed on the part of Dr. 
Thomsen and Dr. Paulig, subject the approval of the German Ambas- 
sador, that a further meeting should be held by the two Agents with 
representatives of the two groups of American claimants for the pur- 
pose of determining whether any method of settlement can be agreed 
upon and, if so, the working out of the details thereof. ae
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Mr. Moore also brought up the question of the so-called late claims 
against Germany, referring in that connection to our unanswered 
notes of May 1 and July 24 * to the German Ambassador. After some 
little discussion of the subject it was our understanding that we might 
expect a communication from the German Embassy on the subject. 

: | Green H. Hackworts 

INFORMAL REPRESENTATIONS BY THE GERMAN GOVERNMENT RE- 
GARDING DEROGATORY REMARKS ABOUT CHANCELLOR HITLER BY 

MAYOR LA GUARDIA OF NEW YORK 

862.002 Hitler, Adolf/107 

Memorandum by the Chief of the Division of Western European 
: Affairs (Dunn) to the Secretary of State 

[Wasnineron,] March 4, 1937. 

Mr. Secretary: The Counselor of the German Embassy, Dr. 
Thomsen, came in this morning, and stated that under instructions 
from the German Government to the Embassy he desired to call the 
attention of the Secretary to the remarks made by Mayor La Guardia 
yesterday at a luncheon attended by one thousand women of the 
Women’s Division of the American Jewish Congress at the Hotel 
Astor in New York. 

I am attaching hereto a copy of an article from the New York 
Herald Tribune of today’s date ® reporting the remarks by Mayor 
La Guardia, in which he makes derogatory references to the Hitler 
Government and to the head of the German State. 

Dr. Thomsen stated that his Government would like to know what 
the Secretary could do with regard to the insulting references to the 
German Government and the head of the German State by Mayor 
La Guardia. 

The Counselor went on to say that participation in the New York 
Fair would, of course, be made very difficult in view of the antagonis- 
tic attitude of the Chief Executive of the City of New York toward 
the German Government and the Chief of the German State. 

I told the Counselor that I would immediately report his message 

to you, and that I had no doubt that you yourself considered it most 
unfortunate that a city official should express himself in terms which 
might cause offense to a foreign government, and that on similar 
occasions you had always so expressed yourself. | 

Upon being informed by Mr. McDermott © that you had replied 
to inquiries on the part of the press in the matter of Mayor La 

® Latter not printed. 
* Not reprinted. 
®@ Michael J. McDermott, Chief of the Division of Current Information.
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Guardia’s remarks in New York at the luncheon of the American 
Jewish Congress, I telephoned Dr. Thomsen of the German Embassy 
and told him that you had replied to these press inquiries and that 
you had desired me to inform him as to the general language you 
had used in these replies.“ Dr. Thomsen stated that he had already 
seen the form of the statement you had made, and that he thought 
it was very satisfactory and appreciated very much your prompt 
response to inquiries from the press in this regard. He pointed out 
that you had indicated in your response that you had not yet received 
the text of the Mayor’s remarks other than as reported in the press, 
and had seemed to indicate that you would pursue the matter further. 
I told Dr. Thomsen that you would of course pursue the matter in any 
manner in which you properly could within the limitations of the 
lack of the authority which existed here to repress or control any free 
expression of opinion. Dr. Thomsen said he appreciated this phase 
of the situation, and while expressing full appreciation for what 
you had done, would be glad to be informed at any later time in the 
event that you found it possible to pursue the matter further. 

Dr. Thomsen then called my attention to the fact that when Mayor 

La Guardia was informed by the press in New York this morning that 
the German Government had officially protested to the State Depart- 
ment regarding his remarks of yesterday, he had taken occasion to 
launch forth further insulting references to the German Government 
and its Chief of State. 

J[ames| C[1rement]| D[unn] 

862.002 Hitler, Adolf/116 

The Ambassador in Germany (Dodd) to the Secretary of State 

No. 3339 Brruirn, March 8, 1937. 
[Received March 19. ] 

Sir: Confirming the Embassy’s telegrams No. 40 of March 5, 1:00 
p.m. and No. 42 of March 6, 1: 00 p. m.,® relative to the German press 
reaction to the speech which Mayor La Guardia of New York made 
before the Women’s Division of the American Jewish Congress on 
March 8, 1937, I have the honor to transmit herewith copies of cer- 
tain articles ® which represent the leading attacks not only against 
La Guardia personally as a result of his remarks, but against the 
United States people as a whole. These articles are taken from Der 
Angriff, Dr. Goebbels’ * organ through which he undertakes officially 

Hor substance of replies, see Department of State, Press Releases, March 6, 

1937, p. 133. 
? Neither printed. 
8 Not reprinted. 

ean a oseph Goebbels, German Minister for National Enlightenment and Propa-
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the responsibility of “public enlightenment”, and from the Volkischer 
Beobachter, the medium through which Rosenberg,® as high priest of 
“kultur” and Nazi ideology, conveys his conception of human 
relationships. 

No translations of these articles have been made as they are sub- 
mitted for record purposes only, and, furthermore, summaries thereof 
have been telegraphed to the Department. Nor would it seem neces- 
sary to explain the statements therein made further than to add that it 
is to be expected that anything Mr. La Guardia might have to say 
regarding Germany, in view of the background of differences of 
opinion between him and Nazi policy, would be met by the full force 
of the German press ire. Indeed, such a clash would also furnish an 
opportunity not to be overlooked to attack his ancestry and Ameri- 

can Jewry in general. 
What does appear puzzling and totally unjustified, however, is 

the direct attack made in conjunction therewith against the American 
Government, officials, people, and institutions in general. Naturally, 
the relations between the United States and Nazi Germany have not 
been a source of complete satisfaction to the latter, and our attitude 
has periodically been the subject of critical pronouncements both by 
the press and prominent officials. 

The most plausible explanations seem to be that the Nazi press 
cannot or will not understand that freedom of speech is a constitu- 
tional right in the United States, in contrast to the system prevalent 
under National Socialism, and that any official on any given occasion 
may not be a national or government spokesman. Such incidents also 
furnish means for indicating to the German public the alleged great 
advantages of their own form of government over true democracies. 
The view suggests itself, and this has been corroborated by German 
observers, that the stress placed on the La Guardia incident was 
largely for the purpose of diverting attention from the evil impression 
made abroad by Ribbentrop’s ® Leipzig Fair speech, particularly the 
passages on colonies. At the same time it has been noted that this 
government finds it convenient to assume, in connection with certain 
displeasing action taken by the British Government in the past, no- 
tably rearmament, that the British public is not always in harmony 
with the thoughts expressed by its own officials. Similarly, even 

Rosenberg went to great pains to explain that the French Communist 
Deputy Thorez, in a recent speech at Strasbourg when he attacked 
Germany, was not speaking for the French people, and it has also 
been noted that Hitler himself has made it quite clear that the Bolshe- 
vik government is to be distinguished from the Russian people, for 
whom Germany has always had great friendliness and respect. 

* Alfred Rosenberg, Head of the Foreign Political Office of the Nazi Party. 
* Joachim von Ribbentrop, Special Ambassador at Large for Adolf Hitler.
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In any event and whatever the reason may be for such a totally 
uncalled for and libelous attack on the United States, one must view 
with amazement the language with which the attack was implemented. 
When one considers that this is the official language of a “new-born 
Germany” and reads in it a revolting contrast between the noble and 
cultured civilization of Goethe, Kant, Beethoven, and Direr, with 
which, according to history at least, National Socialism has had but 
little to do, and the “gangster civilization” of the United States 
couched in billingsgate terminology, one may well pause to think. It 
may be said that at least one branch of science, still, presumably, 
endowed with the characteristics of culture, is being furthered by the 
Ministry of Propaganda and Public Enlightenment. That science is 
philology—even though it may be limited to philology of the invec- 
tive and the obscene. There would also appear to be reason to believe 
that in transplanting the word “gentleman” from the original English 
into other languages, the connotations thereof become varied indeed. 

While the Embassy cannot stress too greatly the point of differ- 
ence between the German press, which is the mouthpiece of the govern- 
ment and represents its views, being dissimilar in presentation style 
and make-up only, and the American press which represents only 
sections and individuals, it must be said in all justice that, according 
to reliable information, the Foreign Office held a conference with the 
Propaganda Ministry on Saturday, March 6th, with a view to muz- 
zling the Angriff on its American publicity. At any rate, the journal- 
istic organ of the Foreign Office, the Deutsche Diplomatisch—Poli- 
tische Korrespondenz, refrained from all comment on the incident. 
Furthermore, there has as yet appeared no press gloating over the 
regrets expressed by the Department in reply to the protest against 
the La Guardia speech. 

Respectfully yours, Wii1am E. Dopp 

862.002 Hitler/102 : Telegram 

_ The Secretary of State to the Ambassador in Germany (Dodd) 

Wasuineton, March 10, 1937—2 p. m. 

15. Department’s No. 18, March 5, 7 p. m.® As reiterated in my 
oral statement to the German Embassy on March 5, concerning the 
La Guardia remarks, copy of which was handed to the press, we 
have emphatically maintained our policy of conducting official rela- 
tions with other nations upon a basis of complete and mutual respect 
for the rights and sensibilities of each other while stressing our Con- 
stitutional guarantee of the right of freedom of speech to every indi- 

* Not printed.
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vidual. Concurrently reports have been reaching us indicating the 
existence of a campaign of publishing vilifying statements concern- 
ing matters here in the allegedly Government controlled German 
press. 

I consider it desirable that you seek an early interview with Foreign 
Minister von Neurath personally, and call his attention to the press 
articles as reported in your cables Nos. 40 and 42, March 5 and 6, 
respectively,® and particularly to the Angriff front page article re- 
ported in your cable No. 40 of March 5. 

You should say that the American Government is wholly unable to 
account for or the American people to understand any justification 
for such sweeping vituperative and wholly unfounded statements and 
attacks upon American womanhood and American institutions in 
language which is probably without a parallel in its coarse and wholly 
indecent character and implications and which is both staggering 
and shocking to all decent minds. There could be no human provo- 
cation which would justify such language. 

Please cable promptly details of your conversation which should 
be entirely oral without leaving any written memorandum. | 

Hui. 

862.002 Hitler/104 : Telegram 

Lhe Ambassador in Germany (Dodd) to the Secretary of State 

Berry, March 12, 1937—7 p. m. 
[Received March 12—3: 20 p. m.] 

45. Pursuant to your telegram No. 15, March 10, 2 p. m., I just 
saw Neurath ® as in my telegram No. 44, March 12, noon,” and called 
to his attention the subject matter of the instruction in the terms 
thereof. 

He replied that he had already on his own initiative taken the 
matter up with Propaganda Minister Goebbels who had thereupon, 
subsequent to the appearance of the Angriff’s March 5 article, rebuked 
the editor. In reply to a direct question Neurath could not state that 
any other paper had been rebuked or that retraction had been pub- 
lished. By way of extenuation, Neurath insisted that the German 
public, incapable of distinguishing between American federal and 
municipal officials, had been genuinely indignant and that their re- 
action as indicated in the press had been “spontaneous”. | 
‘While not expressing any formal regret Neurath’s attitude was 

distinctly understanding and sympathetic. His statement regarding 

“ Neither printed. 
© Konstantin von Neurath, German Minister for Foreign Affairs. — 
® Not printed. | .
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Goebbels’ rebuke to the Angriff editor may be regarded as corrobo- 
rated by the fact that the press on and after March 6 played down 
the incident and comment was largely confined to La Guardia per- 
sonally. 

| Dopp 

862.002 Hitler, Adolf/108 : Telegram 

The Ambassador in Germany (Dodd) to the Secretary of State 

Bertin, March 13, 1937—5 p. m. 
[Received March 13—3 p. m.] 

46. With further reference to your No. 15, dated March 10, 2 p. m.,, 
the following translated press communiqué, the tone of which does 
not seem to be particularly contrite, was issued today for publica- 
tion abroad only: 

“The American Ambassador Dodd yesterday brought to the at- 
tention of the Foreign Office the comment of certain German news- 
papers on the notorious speech of the New York Mayor, La Guardia. 
As one assumes in political circles here, the reply was made to the 
American diplomat that the slander expressed by La Guardia was 
bound to call forth understandable general indignation in Germany. 
If indeed the language of certain German newspapers went perhaps a 
little too far, this is simply attributable to that excitement. An insult 
to the American nation was not intended. Moreover, one probably 
does not err in assuming that the attention of the American diplomat 
was directed to the continued spiteful attitude of a large part of the 
American press (not mentioned in fact) contrary to truth vis-a-vis 
German problems.” 

It is understood from the Foreign Office that there is to be no men- 
tion made of my conversation with Neurath in the German press and 
that this Government now considers the matter closed. 

Rumors have reached me that certain American press has quoted 
me as giving a statement of Neurath’s reply to me yesterday. These 
are false as I have consistently refused to comment on his attitude 
and I have given to the press only the substance, not to be quoted, 
of my oral remarks to him. 

Dopp 

862.002 Hitler/130 

The Ambassador in Germany (Dodd) to the Secretary of State 

No. 3353 Beruin, March 15, 1937. 
| [Received March 29, 1937.] 

Sir: In confirmation of the Embassy’s telegrams Nos. 40, 42, 44," 
45 and 46, and in continuation of my despatch No. 3339 dated March 

" Telegrams Nos. 40, 42, and 44 not printed.
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8, 1937, I have the honor to report that according to a statement made 
to the Embassy by the Foreign Office, the German Government, with 
the issuance of the press communiqué transmitted in translation in 
my telegram No. 46, March 13, 5 p. m., considers the La Guardia in- 
cident and its emanations as closed. 

To the account of my conversation with Neurath given in my tele- 
gram No. 45 of March 12, 7 p. m., it may be added that he readily 
recognized the indecency of the German press language, and in dep- 
recation of its tone, added that “If I had been writing the articles, 
I would have employed entirely different language and avoided any 
apparent slur on the American people.” 

Since one must identify the German press with the German Govern- 
ment, Neurath’s remarks may be taken as another interesting indica- 
tion of his position in the Government but outside the Party. 

The unity of the German press in this affair is documented by the 
attached selection of clippings from the provincial press of March 
5th, transmitted for record purposes.” 

With reference to the last sentence in my telegram No. 45 of March 
12, 7 p. m., there is also transmitted herewith as an enclosure an 
article in point from the Angriff of March 12, 1937.” 

Respectfully yours, Wiu1am E. Dopp 

862.002 Hitler, Adolf/122 

Memorandum by the Secretary of State 

[Wasuineton,|] March 17, 1937. 

The German Ambassador called upon his own request at 3: 00 o’clock 
this afternoon. He proceeded to detail and to emphasize the deep- 
seated feeling aroused among German officials and the German people 
at the utterance of Mayor La Guardia at a mass meeting in New York 
on the night of March 15th. He said that the particular word used 
by Mayor La Guardia and applied to Chancellor Hitler was unimagi- 
nably offensive in Germany and that he could not begin to describe the 
full significance, in its odious aspects, of this term. It is comprised 
of about 23 letters, mainly consonants. The Ambassador concluded 
with an earnest request that this Government make a strong and defi- 
nite apology and offer new and special regrets, etc., etc. 

I first suggested that we talk a little about the background, in a 
wholly individual and unofficial way, to which the Ambassador readily 
agreed. I then reminded him that during the last campaign Presi- 
dent Roosevelt even was duly subjected to epithets and denunciations 
by numerous critics as bad or worse than any that had been expressed 
or uttered in this case; that the real difficulty in this instance arose 

@ Not reprinted.
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from the fact that this country had freedom of speech and of the 
press, while Germany had neither; that recent events had demon- 
strated one thing for certain, and that was, that nothing could be 
more unwise than for our two Governments to allow themselves to. 
be drawn into this sort of a controversy; that my Government had 
defined its attitude on March 5th, in response to a similar German com- 
plaint ; that that attitude was applicable now, as it would be until the 
mayorality election in New York was over, provided the German 

Government continued to make daily or periodical complaints, and 
that in such event it was reasonably certain that politicians and others 
in New York would find sufficient epithets of increasing strength and 

offensiveness to continue over a period of months. I said that if the 
German Government desired to make itself a tremendous factor in 
electing high officials in the United States, it could easily do so by 
cooperating with politicians who were candidates for office in the 
manner that his Government was now proposing to cooperate—by tak- 
ing serious notice of what individuals or candidates should say of an 
objectionable nature and coming to the United States Government 
with complaints; that I earnestly hoped the Ambassador could make 
his Government see and clearly understand this situation and the 
serious mistake it was making. I elaborated somewhat along these 
lines and indicated to the Ambassador what the President had in mind 
in connection with this present stage of the situation; also that the 
President had been directing each of these utterances and actions by 
the United States Government, beginning with the first German com- 
plaint on March 4th; and I added that the President, as well as my- 
self, was deeply anxious to preserve suitable relations between our 
countries and our governments, but that it presented an impossible 
situation when the German Government took seriously every objec- 
tionable utterance of politicians and others of this country who were 
not under the control of the Federal Government, and then added to 
the. repetition of such utterances by making complaints to this 
Government. 

The statement, the substance of which I made known to the Ambas- 
-sador, was virtually what I am giving out today and of which a copy 
is attached hereto.* The Ambassador seemed pleased with this state- 
ment and expressed himself as in accord with my ideas as to how 
the whole matter should be dealt with. He repeatedly said that he 
would do his very best to induce his Government to understand the 
conditions and the viewpoint which I had expressed and hence to re- 
frain from injecting the Government into such affairs as the La 
Guardia affair. 

C[orpett] Hf ow] 

™ For statement, see Department of State, Press Releases, March 20, 19387, p. 157.
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862.00 Hitler/112 : Telegram 

The Ambassador in Germany (Dodd) to the Secretary of State 

Berurn, March 17, 1937—7 p. m. 
[Received March 17—3: 25 p. m.] 

50. I called at the Foreign Office this afternoon at 6 o’clock at the 
request of Dieckhoff * who thereupon expressed the hope while fully 
appreciating the American principles of freedom of speech that our 
Government might find some means whereby La Guardia and other 
similar American officials and persons could be persuaded to cease 
their anti-German public statements and particularly to stop their 
depreciatory and contemptuous remarks regarding the Chancellor. 

He added that Luther ™ had been instructed to protest against cer- 
tain statements made at Madison Square Garden on March 15th. 

A more detailed telegraphic report follows tomorrow. 
Dopp 

862.002 Hitler/113 : Telegram 

The Ambassador in Germany (Dodd) to the Secretary of State 

Bertin, March 18, 1937—1 p. m. 
[Received March 18—9: 40 a. m.] 

51. In continuation of my No. 50, March 17, 7 p. m. Dieckhoff seemed 
quite a bit troubled about the La Guardia episode and asked whether 
I could recommend that the President or the Secretary of State could 
stop the Mayor’s talk about Germany and the Chancellor. I was sur- 
prised that he should ask such a question as he was Counsellor of 
Embassy in Washington for 4 or 5 years. 

I told him there was nothing anyone could do against freedom of 
speech or press. Since he seemed to be speaking upon the advice of 
his Government contrary to his own real attitude, I referred to certain 
of Germany’s policies and acts that had produced so much criticism 
in all democratic countries and emphasized the denial of religious 
press and university freedom; and especially stressed the kind of 
speeches that had been made at Nuremberg last September. 

Dieckhoff did not disagree and acknowledged the effects of the 
Nuremberg performances. He repeated the request that I make some 
effort to stop La Guardia. I repeated your former statement and 
added: “If the German press wish to see La Guardia reelected Mayor 
of New York on a huge majority, they have only to continue taking 
notice of what he says and is free to say”. 

Dopp 

™ Hans Dieckhoff, head of the Political Division of the German Foreign Office. 
* Hans Luther, German Ambassador in the United States.
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862.00/3663 

Memorandum by the Secretary of State 

[Wasurneton,] August 5, 19387. 

The Ambassador called by request before sailing for Germany for 
a vacation. He said he desired first to express his appreciation of the 
courtesies and kindnesses which he had uniformly received from 
everybody, and especially the officials of the Government, during his 
stay here; that he desired to say that German visitors to this country 
for one purpose or another have all expressed their same experience as 
to the kindliness and courtesy and friendliness of the American people 
with whom they came in contact. 

I replied that for some generations large numbers of German people 
came to this country and made a splendid contribution to the task of 
building the nation,—materially, politically and in all other respects; 
that they made a uniformly favorable impression, especially on the 
Anglo-Saxons and similar groups who were such outstanding factors 
in founding and building the nation. JI then remarked that as to the 
present period, there are, of course, certain things taking place in 
Germany, especially as they relate to the religious strife, which do 
not meet with the approval by any means of everybody in this country 
or of any considerable number of people (in fact of people in the same 
country, who very radically disagree at times) ; that also, while more 
or less regional, the repercussions from the racial strife are noticeable. 
I added that, of course, I was not referring to the merits of any of 
these occurrences. I said that the more intelligent and thinking peo- 
ple of this country look upon these racial and religious occurrences 
more as a matter of temporary abnormality or the outcroppings of 
highly wrought-up emotions, especially in view of the past history 
of the German people and of our experience of old in this country; that 
the people here still prefer to think of his people as the German people 
of the days of Schiller and Goethe and of the other famous philoso- 
phers and teachers and leaders of the past, rather than in terms of 
what they conceive to be the temporary abnormal situation of the 
present day; that people here are, therefore, still hoping and believing 
that the old German type will reassert himself in Germany; and that, 
in the circumstances, I was expressing in a spirit of frankness my un- 
qualified personal opinion as to the public mind of this country in 
the foregoing respects. 

The Ambassador expressed his gratification for my statement and 
showed no disposition to take issue,—in fact, one could well have 
suspected that he appraised the situation in the same manner, although 
I am not so intimating. 

The Ambassador, in commenting, said he realized that we have 
freedom of the press, but that he had had considerable difficulty in
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getting his Government to fully appreciate all the phases of the 

matter. He then said that since the President was elected so over- 
whelmingly in 1936, with virtually the entire press of America bitterly 
opposing him, he, the Ambassador, was in a better position to get his 
views effectively before his Government. I reminded him that no 
person has been more bitterly attacked by the American press than 
the President of the United States and that the German Government 
might well keep this in mind in connection with our law allowing free- 
dom of the press. The Ambassador seemed to have all of these phases 
clearly in mind, so that I believe he will remedy the recent practices 
of the German Foreign Office in taking seriously criticism of the 
Chancellor by individuals and newspapers of this country. 

[Here follows paragraph printed as extract, infra. ] 
| C[orpELL] H[oty] 

INFORMAL REPRESENTATIONS BY GERMANY WITH RESPECT TO CER- 
TAIN UTTERANCES OF AMBASSADOR DODD; CHANGE OF AMERICAN 
AMBASSADORS TO GERMANY 

862.00/3663 

Memorandum by the Secretary of State 

SO [Extract] 

| - [Wasnineron,] August 5, 1987. 

The Ambassador ® said he felt a delicacy in referring to a news 
report of today which was sent to Berlin in some form, and to an in- 
quiry which came back to him this morning about the reported utter- 
ances at Norfolk of Ambassador Dodd,” who had just landed on his 
return from Berlin, in which utterances the German Government is 
reported to have been singled out and seriously criticized by the Am- 
bassador. I replied that I had not seen any copy of the authorized 
statement of Dodd; that it is true he has almost an obsession on the 
question of peace and democracy and that on his former visits back 

home he has constantly called attention to the trend of the world 
towards more highly centralized governments; that he deeply feels 
that the more highly centralized a government is the stronger is the 
tendency against peace and towards militarism; and that he does 
frequently make statements on this trend of the world situation, but 
never, so far as I knew, singling out Germany and personating her; 
that I was sure he would know better, in any event, than to make a 

-™ German Ambassador, Hans Heinrich Dieckhoff. | 
™ In his speech of August 4, 1987, at Norfolk, Dodd made a statement to the 

effect that the basic objective of some of the powers in Europe was to frighten 
and even destroy democracies everywhere. 

982609—54——-25



378 FOREIGN RELATIONS, 1937, VOLUME II 

personal attack on the government to which he is accredited; that I 
* gaid this for the reason that his whole mind is on the broad world 

tendencies. The Ambassador said: nothing further on the subject. 
an ot | C[orpEeti |]. H[ on] 

862.00/3668 : Telegram : a | 

— The Chargé in Germany (Gilbert) to the Secretary of State 

A | Bertin, August 25, 1987—1 p.m. 
. a. | [ Received August 25—10: 05 a. m.] 

- 901. A formal invitation has been received from the Reich Chan- 
cellor addressed to the American Chargé d’Affaires to attend the 
Reich Party rally at Nuremberg from September 6 to September 18. 

- Developments in this matter since the Embassy’s telegram 194, 
August 11, 5 p.m.,” have been as follows: 

In conversation with the French and British Ambassadors we learn 
that they are both under instructions, if it could be so arranged, to 
attend for a minimum period and that they would obtain assurances 
from the Foreign Office that no untoward or embarrassing speeches 
or demonstrations take place during the period they are in attendance. 
The two Ambassadors have accepted the invitation stipulating that 
they will arrive in Nuremberg on the evening of September 9 and 
leave at noon September 11. It is understood that the program for 
September 10 will be a tea given by the Diplomatic Corps to the 
Chancellor and on the morning of September 11 some “harmless” 
youth parade. : . | 

From general conversations we gather that the Italian, the Japa- 
nese and the majority of other representatives including presumably 
all of the Latin American will accept for the whole period. I under- 
stand, however, that certain representatives including the Dutch, the 
Swiss and some at least of the Scandinavian will accept to arrive the 
evening of September 9 remaining through September 13. The in- 
vitation was accompanied by a Foreign Office note verbale which, in 
addition to general directions regarding accommodations, contains 
the following: 

“In case any one of the Chiefs of Mission who has accepted should 
be unable to be present at the 1937 Reich Party rally from the be- 
ginning the compartments reserved for him in the sleeper train will, 
nevertheless, be held for him during the entire time. In such a case 
it is requested kindly to inform the Protocol Section of the Foreign 
Office by the 25th of this month what day he will arrive in Nuremberg”. 

The question has been discussed in diplomatic circles as to how it 
would be possible under international courtesy and usage to “limit” 

* Not printed.
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an acceptance extended by the head of state to a chief of a diplomatic 
mission. The note from the Foreign Office obviously solves this prob- 
lem. It is clearly evident to us that the stipulation in the note which 
I have cited was “negotiated” by the British and French with the 
Foreign Office to meet that difficulty. 
We have refrained from approaching the Foreign Office in any 

way in the matter or of discussing our possible action with my col- 
leagues. We have, nevertheless, noted three chief preoccupations 
entertained by all of our colleagues who have expressed themselves in 
this connection :. : 

(1) ‘The established usage rendering it virtually incumbent upon 
a representative present in the country to accept an invitation from 
the head of a state to which he is accredited. 

(2) In this case, in view of the apparently possible unanimous 
acceptance, a.refusal on the part of a representative might place him 
in the position of being the sole exception or perhaps of being in the 
public view unwarrantably associated with some other power in such 
action. 

(3): A refusal might invoke retaliatory action of a similar char- 
acter on the part of the German representative in the state concerned. 

- We note the Department’s desire to have us deal with the situation 
in the light-of its local and international implications with the mini- 
mum of embarrassment to the Government (Department’s 95, August 
23 [13], 4 p.m.”). Responsive to this and having in mind the pre- 
occupations indicated above we have given the matter most careful 
consideration. As a result I have today transmitted a formal accept- 
ance for the-minimum period, i. e. that selected by the British and 
French described above. Whether any other representatives will ac- 
cept under thesametermsIamunabletosay. == 

- As of more general interest the British Ambassador took care to 
impress on us that in this he was not acting in any way jointly with 
the French. He asserted that while there must be solidarity with 
France in the West the British could not undertake common action 
with France in the East and that the principal fundamental policy was 
that all British-German relations must be independent and bilateral. 
Henderson * ‘is now here. It is evident that this is his personal policy 
which he will endeavor to carry out. He nevertheless spoke of “diffi- 
culties” with London and whether this represents considered British 
policy may be a different matter. On the other hand Poncet* en- 
deavored to convey the impression that in the Nuremberg matter and 
by inference in a more general sense British and French policy was 
concerted. — 

' "Not printed. 
~ Nevile Henderson, British Ambassador to Germany. oe 
André Francois-Poncet, French Ambassador to Germany.
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862.00/3696 | 

~ Memorandum by the Chief of the Division of European Affairs 
- (Moffat) 

[WasHineron, ] September 7, 1937. 

- Dr. Thomsen the German Chargé d’Affaires called at my office this 
morning. He said that he had been highly perturbed to read the 
press accounts of Doctor Dodd’s attitude concerning the acceptance 
by Mr. Gilbert of Hitler’s invitation to attend the Nuremberg Con- 
gress. He explained that he had as yet received no instructions on 

the matter from his Government but felt that he would have to make 
some sort of report and hoped that he might be able to prevent what 
he feared would be an embarrassing situation. Of course if Dr. Dodd 
had decided that he was not returning to Berlin it would be perfectly 
normal for him to speak freely, but Dr. Dodd had said that he was 
returning which put a different complexion on the matter. I said that 
as far as I knew he was returning to Berlin. Dr. Thomsen went on 
that speaking personally it was hard to see how he could usefully 
go on with his mission,—that this was not the first occasion on which 
he had expressed himself to the embarrassment of the Government 
to which he was accredited: for instance, his letter of last Spring to 
the Senators * was a case in point and some interviews he had given. 
Dr. Thomsen could not help wondering what would be our attitude if 
the roles were reversed and a German Ambassador accredited here 
refused an invitation, or even counseled the refusal of an invitation 
from the President, on the ground that he did not like his political 
views. 

I replied that we had greatly regretted any publicity given in the 
matter of our authorization to Gilbert to attend the Nuremberg Con- 
gress; that we always worked on the theory that every one was free 
to give what advice he pleased on the understanding that this was 
confidential and that the final decision reached represented the Amer- 
ican stand. This was the same principle followed in the British 
Cabinet and in many other organizations. Mr. Gilbert’s acceptance 
of the invitation had been authorized and the basis on which the 
decision was reached had no outside interest. Hence the less said 
the sooner mended. 

- ® Ambassador Dodd is reported to have urged Secretary Hull to advise Mr. 
Gilbert not to accept Hitler’s invitation. 

* Ambassador Dodd in a letter to Senator Carter Glass in support of the Presi- 
dent’s plan to reorganize the Supreme Court cited several cases in history when 
the minority thwarted the majority’s will. He said that there were men of great 
wealth in the United States who wished a dictatorship, and that there were 
politicians who thought they might gain powers like those exercised in Europe. 
There were no references in the letter to the German or any other foreign 
government.
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Dr. Thomsen agreed but wondered whence and for what reason 
the information had reached the press. 

The conversation then turned to the Secretary’s statement of Satur- 
day as to the undivided loyalty to the United States of naturalized 
Americans of German birth.** Dr. Thomsen said he welcomed this 
statement which entirely coincided with the official German point of 
view. He felt that it would clear the air. 

PrERREPONT MOFFAT 

123 Dodd, William E./187 

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

[WasuHineron, | September 20, 1937. 

Dr. Thomsen, German Chargé d’A ffaires called this morning on Mr. 
Hugh Wilson ® at the latter’s request. Mr. Wilson referred to a con- 
versation which Dr. Thomsen had had with Mr. Moffat on September 
7 in which he had inquired whether Dr. Dodd was returning to his 
post in Berlin. Mr. Moffat had then replied that so far as he knew 
Dr. Dodd was returning to his post. Since then Mr. Wilson had 
made various inquiries and had now learned that while it was true 
that Dr. Dodd was returning about October 1st it would be for a 
relatively short period only and that he was planning to retire early 
in the year. | 

Dr. Thomsen at once said that this would unquestionably ease a 
situation which was causing his government concern, and added that 
he assumed that he might convey this information to Berlin as official. 
Mr. Wilson said yes, but explained that he felt it essential that neither 
the Germans nor ourselves refer to any conversations being held be- 
tween us on the subject of Dr. Dodd’s future plans. Dr. Thomsen 
agreed. Mr. Wilson continued that no public announcement would 
be made but that he did not think the information would long be kept 
confidential. 

| PrerREPONT MOFFAT 

128 Dodd, William B./1824 

Memorandum by the Under Secretary of State (Welles) 

[Extract] 

[Wasuineton,] October 1, 1937. 

The German Ambassador called upon me this morning at my re- 
quest. I told the Ambassador that I had informed the Secretary of 

“See Department of State, Press Releases, September 4, 1937, p. 211. 
* Assistant Secretary of State.
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State of the conversation I had had on the steamer returning to the 
United States in the course of which the Ambassador had stated that 
he (Dodd) bore with him instructions to advise officially the Secre- 
tary of State that owing to the statement which he had made upon his 
arrival at Norfolk and owing to the telegram * he had sent protesting 
against the visit of Mr. Gilbert to Nuremberg at the time of the Nazi 
anniversary celebration, the German Government felt that Ambas- 
sador Dodd would have so difficult a position in Berlin should he re- 
turn to Germany that his relations with the officials of the German 
Government could not be relations of confidence and friendship, with 
resultant detriment to good understanding between the two govern- 
ments. The Ambassador had added in his conversation with me that 
his Government did not request the recall of Mr. Dodd but desired 
to make it plain that the German Government did not feel that he 
was persona grata. I further said to the Ambassador that I had told 

the Secretary of State of the very courteous and friendly way in 
which the Ambassador had told me that he did not desire to carry out 
these instructions and to make these representations to the Secretary 
of State unless Mr. Dodd were returning to Germany permanently or 
at least for an indefinite period as Ambassador. | 

I then said to the Ambassador that the Secretary of State had au- 
thorized me to let him know informally and for the confidential 
information of his Government that while Mr. Dodd was returning to 
Berlin, he was returning for the purpose of closing his mission and 
would in all probability leave Berlin definitely shortly after the be- 
ginning of the new year. I said there was also the possibility, although 
I could not make any authoritative statement in this sense, that Mr. 

| Dodd, before leaving the United States, would let it be known through 
the press that he was returning to Berlin only for a short time and 
would retire in the not distant future. 

The Ambassador expressed his very deep appreciation of our cour- 
tesy in giving him this information and said that under these circum- 
stances he would of course make no communication whatever concern- 
ing Mr. Dodd to the Secretary of State. He said he hoped that I would 
permit him to say that on his recent visit to Berlin he had been very 
much struck at the Foreign Office with the exceedingly agreeable 
personal relations which existed between the Secretary of State of 
Foreign Affairs and the other high officials of the German Foreign 
Office and the French and British Ambassadors; that both of these 
Ambassadors had the high regard and confidence of Baron von Neu- 
rath * who is accessible to them at any time and that he was so inter- 
ested in promoting better relations between the United States and 

** Not found in Department files. . . _ 
* German Minister for Foreign Affairs. oo a
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Germany that he could not refrain from expressing the belief that any 
Ambassador of the United States in Berlin who possessed these rela- 
tions with the high officials of the German Government would be very 
helpful in furthering that objective. 

S[umner] W[=Ettzs] 

128 Dodd, William E./215 : Telegram 

The Secretary of State to the Ambassador in Germany (Dodd) 

Wasuineton, November 22, 1937—1 p. m. 

117. The President has requested me to inform you that he desires 
to appoint Hugh Gibson, at present Ambassador to Belgium, to suc- 
ceed you as Ambassador to Germany.®** Mr. Gibson’s biography may 
be found in the last edition of the Register of the Department of State. 
Please advise the Foreign Office immediately of the President’s desire 
and ascertain whether Mr. Gibson’s appointment as Ambassador to 

Germany will be agreeable to the German Government, and telegraph 
the Department accordingly. 

The President desires me further to say that he appreciates deeply 
the services which you have rendered this Government during the time 
you have been Ambassador in Berlin. 

Because of the complications with which you are familiar, and 
which threaten to increase, much as the President regrets any personal 
inconvenience which may be occasioned to you, he desires me to request 
that you arrange to leave Berlin, if possible, by December 15th and, 
in any event, not later than Christmas.” 

1 should like personally to add the expression of my own regret 
because of the situation which has arisen and which must be solved in 
this manner and my own personal appreciation of the services you 
have rendered the Government. 

| Hout 

128 Dodd, William H./218 : Telegram | 

The Chargé in Germany (Gilbert) to the Secretary of State 

Beruin, January 18, 1938—2 p. m. 
. [Received January 18—11: 10 a. m.] 

12. The Chief of the American Section of the Foreign Office asked 
me to come to see him yesterday and showed me a number of press 

* Mr. Gibson declined the appointment and Ambassador Dodd was succeeded 
by Mr. Hugh Wilson. 

"Mr. Dodd relinquished his post and departed from Germany on December 
29, 1987.
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clippings, chiefly from the London Times, carrying accounts of state- 
ments adverse to Germany made by Ambassador Dodd upon his re- 
turn to the United States. | : 

Freytag said that in view of Mr. Dodd’s position these press ac- 
counts were very distressing to the Foreign Office. He stated that 
while the German Government was not making any formal protest 
the Foreign Minister nevertheless wished Washington to know how 
he felt about the matter and that he hoped the American authorities 
could see their way clear to prevent if possible by some means Mr. 
Dodd employing his official stay in Germany as a basis for attacks 
on Germany in any speeches or publications which he might have in 
prospect. 

I feel it also incumbent upon me to report that certain prominent 
Germans here have in view of these press accounts expressed to me 
privately their apprehensions that remarks critical of the regime 
which they had made to Mr. Dodd might, in some manner through 
inadvertence, be repeated or referred to by him which might result 
in subjecting them to serious difficulties. 

IT am sure that the Department will appreciate that the transmission 
of the foregoing is to me personally a most unwelcome but at the 
same time in my view an inescapable duty. 

_ Gitpert 

128 Dodd, William W./227 | | 

Memorandum by the Secretary of State 

[WasHineron,] January 14, 1938. 

The German Ambassador came in upon his own request. He was 
very prompt to say that he came on his own initiative, and without 
instructions, to speak very earnestly about the utterances the night 
before of former Ambassador William E. Dodd, in which among other 
things he accused Chancellor Hitler of killing as many people in 
Germany as were killed by Charles II. The Ambassador then 
launched into a very strong statement about the injury to the relations 
between our two governments which such an utterance would inevi- 
tably cause. The fact, he said, that Dodd had been recognized until 
recently as Ambassador at Berlin and of his returning here and at 
once engaging in such serious attacks upon Chancellor Hitler was 
wholly unjustifiable from every standpoint and would be given more 
weight by reason of his recently having been ambassador; that, there- 
fore, he felt this Government should say that it disapproved what
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Dr. Dodd had said. These are the principal points he made. It is 
possible that I proceeded to talk before he had reached a stage of 
asking for apologies and regrets, although I cannot say whether this 
was in his mind. I proceeded to say that, of course, regardless of 
what might be thought of various forms of government, including 
this government, we do have under our Constitution and Bill of 
Rights freedom of speech, from the results of which there is no re- 
course except under the law of libel and slander, which includes crim- 

inal liability; that we who are engaged in the public service in this 
country are subjected to what we often consider the most outrageous 
criticisms and insults; that of course the Ambassador knows Dr. Dodd 
and is acquainted with his ideas and his disposition to give expres- 
sion to them wherever he goes; that I have very little personal or 
official influence with Dr. Dodd so far as I was aware, although this 
latter phase was neither here nor there and was not intended to be a 
governing or material phase of what I was saying. I then stated that 
Dr. Dodd, having recently resigned as Ambassador and now being 
a private citizen, does not in his utterances represent the views of 
this Government. I then inquired of the Ambassador as to how many 
men Charles II killed. The Ambassador replied that he did not re- 
call. In fact, neither of us did at the moment. We were not certain 
that Charles IT was especially notorious in this regard. 

The Ambassador brought up some phase of the controversy between 
dictatorship and democracies and indicated his displeasure at the 
way this debate was being carried on. I said to him that naturally 
and inevitably the one supreme issue or question is whether the prin- 
ciples which underlie the structure of international law and order 
shall be preserved or whether the doctrine of force and militarism 
and aggression and the destruction of all international law and order 
should prevail; that in support of the first proposal each of the sixty- 
five nations alike can, with perfect consistency, join in, no matter 
what their form of government might happen to be. I said this pro- 
gram contemplates that the road to permanent peace is based upon 
these principles which in turn rest upon the solid foundation of eco- 
nomic restoration. 

C[orpett] H[on] 

[With reference to this conversation, in reply to a question at the 
press conference on January 14, 1938, the Secretary stated again that 
Mr. Dodd was a private citizen and that his remarks did not represent 
the views of the Government. |
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DISCUSSIONS WITH THE GERMAN GOVERNMENT REGARDING RIGHT 

OF CONSULAR OFFICERS TO CORRESPOND DIRECTLY WITH AU- 
_ THORITIES ON CERTAIN PROTECTION MATTERS 

862.1121/20 a | 

Lhe Ambassador in Germany (Dodd) to the Secretary of State 

No. 3155 oe Bertin, November 20, 1936. 
[Received December 4.] 

_- Str: I have the honor to call the Department’s attention respect- 
fully to a point of procedure in the relations between American Con- 
sular officers and certain German officials, which has been raised by the 
Foreign Office in a note dated November 5, 1936. A copy and transla- 
tion of the note, together with two enclosures, are transmitted here- 
with.” , 

The facts in this case appear to be as follows: 
In complying with a circular instruction from the supervising Con- 

sul General in Berlin,™ the Consular officers at Dresden and Bremen 
addressed communications to the “Sifchsische Stattskanzlei in Dres- 
den” (State Chancery of Saxony at Dresden) and “Oberstaatsanwalt, 
Oldenburg” (Chief Attorney-General, Oldenburg) respectively, in 
which they requested the names and other information regarding all 
American citizens who might be sentenced or imprisoned in their dis- 
tricts. It appears further that these communications were not an- 
swered but were referred to the Foreign Office and the note mentioned 
above was the result. 

The Foreign Office transmits copies of the communications of the 
Consular officers mentioned with the suggestion that “as in the opin- 
ion of the Foreign Office these inquiries do not seem suited for direct 
business communications between an American Consular representa- 
tive and the supreme authority of a State, they be presented through 
diplomatic channels”, the term “State” applying not to the German 
national State but to the “Gaue” or provinces of Saxony and Olden- 
burg. The individual or office addressed in these instances may be 
considered as national in the sense that according to the administra- 
tive organization of Germany at present practically every official or 
crganization having to do with German government is national in 
character. 

The important point is whether or not Consular officers, in the pur- 
suit of their duties in protecting American citizens, should be re- 
quired to address themselves to German authorities via the Embassy 
and the Foreign Office, with the possible exception of the local police 
and a few minor local officials. (It would be interesting to know the 
precise distinction which is made). 

” Not printed. 
* Douglas Jenkins,
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Reference is made to the provisions of the Treaty of Friendship, 

Commerce.and Consular Rights dated December 8, 1923, Article 21,” 
a portion of which reads as follows: | 

“consular officers, nations of the state by which they are appointed, 
may, within their respective consular districts, address the authori- 
ties, national, state, provincial or municipal, for the purpose of pro- 
tecting: their countrymen in the enjoyment of their rights accruing 
by treaty or.otherwise.” | 

The above provisions were brought to the attention of the Embassy 
in the Department’s telegram No. 129 November 14, 6 p.m., 1934,°° in 
connection with the desire of the American Consul General in Berlin 
to communicate with the Undersecretary in the Prussian Ministry of 
Justice regarding the Steele and Roiderer ™ cases. In this telegram 
the Department pointed out that the treaty stipulations do not provide 
for proceeding through the diplomatic representative. At that time 
apparently the Embassy’s discussion of the matter with the Foreign 
Office resulted in the Embassy’s telegram No. 216 of November 15, 
12 noon, 1934,°* which outlined the conversations, and requested in- 
structions from the Department on the point as to whether or not a 
protest should be made against the refusal of the authorities to permit 
the Consul General to communicate with the official mentioned. No 

instructions were received. 
The case outlined is similar to the one now under consideration 

except that-the official with whom contact was desired at that time 
was probably more national in character than those in the provinces 
with whom Consular officers now desire to communicate. 
Apparently the Foreign Office does not question the specific treaty 

rights of Consular officers in this regard. It does however question 
the procedure, and the procedure is not specifically set forth in the 
treaty. In other words, whereas the United States Government might 
well assume from the wording of the treaty that Consular communi- 
cation may be made directly, the German interpretation apparently 
now presupposes communication via the mission in certain important 
cases. Such an attitude is intensified by increasing centralization 
in administrative matters and furthermore, there is always the for- 
malistic viewpoint of the German Foreign Office to be considered. 

From various inquiries among our diplomatic colleagues, it appears 
that the general disposition at the moment is to place the protection 

of individuals as much as possible in the hands of the diplomatic 
missions, which, after cases have been prepared by Consular officers, 
may take them up with the Foreign Office. Such disposition appar- 

” Foreign Relations, 1928, vol. 1, pp. 29, 41. 
* Not printed. 
“ Isabel Steele and Richard Roiderer, American citizens, arrested. in Germany 

and charged with spying.
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ently makes for quicker and more effective action. At the same time 
the Consul General, with whom the matter has been discussed, feels 
that it is quite important that no right provided by treaty or other- 
wise should be foregone, especially in view of the conditions exist- 
ing in Germany at present, and the Embassy is naturally in total 
agreement. | 
- It would be of assistance in connection with any discussions which 
the Embassy may find necessary with the Foreign Office regarding 
these Consular rights, to be informed as to what American national 
and state authorities German consular officers are permitted to cor- 
respond with directly and without question as a treaty right, such 
as United States District Attorneys, Governors, et cetera, in the pur- 
suit of their protection duties, and if the Department feels that the 
German Government’s position is untenable, to authorize the Embassy 
to suggest, if necessary, the possibility of imposing similar limitations 
on German consular officers in the United States. 

The matter is therefore placed before the Department with the re- 
quest that the Embassy be instructed specifically as to its attitude 
and/or action and that such instruction be transmitted telegraphically. 

Respectfully yours, Witiiam E, Dopp 

362.1121/20 : Telegram 

The Acting Secretary of State to the Ambassador in Germany (Dodd) 

Wasuineton, December 23, 1936—7 p. m. 

152. Your despatch No. 3155 of November 20. The Consul General’s 
cable of November 16, 3 p. m. (1934) ® indicated that the Under Secre- 
tary in the Ministry of Justice had promised to receive him and it was 
then deemed unnecessary to supplement instruction No. 129 of No- 
vember 14, 6 p.m. (1934). 

In view of the recent communication from the Foreign Office you 
are now directed to hand to the appropriate Foreign Office official a 
third person note incorporating therein the following: 

“In the note verbale from the German Foreign Office to the Ameri- 
can Embassy at Berlin dated November 5, 1936, referring specifically 
to two communications from American Consular Officers to German 
State Officials within their respective consular districts, it is submitted 
by the Foreign Office ‘that as in the opinion of the Foreign Office these 
Inquiries do not seem suited for direct business communications be- 
tween an American consular representative and the supreme authority 
of a State, they be presented through diplomatic channels.’ 

“Article 21 of the Treaty of Friendship, Commerce, and Consular 
Rights between the United States and Germany signed December 8, 

* Not printed.
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1923, specifically states: ‘Consular officers, nationals of the state by 
which they were appointed, may within their respective consular dis- 
tricts, address the authorities, National, State, Provincial, or Muni- 
cipal, for the purpose of protecting their countrymen in the enjoyment 
of their rights accruing by treaty or otherwise’. 

“Since no treaty stipulations are required to enable consular officers 
to communicate through diplomatic channels, application of the pro- 
cedure submitted by the Foreign Office in its communication to the 
Embassy would render illusory the specific treaty stipulations and in 
the circumstances it would appear that the necessary steps should be. 
taken to the end that the appropriate German officials may be advised 
of the propriety and stipulations under the Treaty of their receiving 
inquiries addressed to them by American consular officers.” 

In your conversation at the Foreign Office, you should bear in mind 
the considerations expressed on pages 4, 5, and 6 of instruction No. 696 
of November 24, 1936.% 

You may mention that there appears to be no record in the State 
Department of any complaint having been received to the effect that 
German consular officers in the United States have had difficulties in 
addressing American state and federal authorities regarding the pro- 
tection of the rights of their countrymen in accordance with the treaty 
stipulations but should such an instance arise, this Department would 
be glad to be informed of the complaint and to point out the pertinent 
treaty stipulations to the appropriate American authorities. 

Please cable developments. 

Moors 

362.1121/22 

The Ambassador in Germany (Dodd) to the Secretary of State 

No. 3282 Ber.in, February 1, 1937. 
[Received February 9.] 

Sir: I have the honor to refer to the Embassy’s despatch No. 3155, 
of November 20, 1936, and the Department’s telegraphic instruction 
replying thereto, sent via London, No. 152, of December 28, 7 p. m., 
regarding a note from the Foreign Office dated November 5, 1936, 
which calls attention to certain communications addressed to German 
authorities by American consular officers requesting information rela- 
tive to American citizens in their districts who might be in prison or 
under arrest, and states that as such communications do not seem 
suited for direct address to the supreme authority of a State they be 
presented through diplomatic channels. Reference is also made to 
the Embassy’s telegram No. 21, of January 29, 6 p. m.,% giving the 

* Not printed.
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Department a digest of a further note from the Foreign Office dated 
January 22, 1937,” in reply to the Embassy’s note of December 29, 
1936, based on the instructions of the Department telegraphically 
transmitted, as noted above. 

Further details in the case are as follows: 
At the time the Embassy’s note was handed to the appropriate For- 

eign Office official, the matter was discussed at length, keeping in 
mind the consideration expressed on pages 4, 5 and 6 of instruction 

~ No. 696 of November 24, 1936, as well as the attitude of American 
authorities in similar cases arising in the United States. 

At that time the official in question expressed the opinion, later 
brought out in the official reply, that the German Government did not 
question the right of Consular officers to discuss individual cases with 
any authority in their respective districts, but that questions of a 
general character involving matters of policy or those having some 
“fundamental significance” could not properly be put, he thought, by 

Consular officers. He did not wish to go into details on the point 
until the Embassy’s note had been studied, and he added that the reply 
which would be made might not embody the same opinion. In view 
of this attitude, the case was not argued, but an endeavor was made 
to impress him with the thought that the inquiries in question did not 
appear to involve any consideration whatever except a desire on the 
part of the Consuls to carry out their normal protection duties in 
accordance with their rights as specifically set forth in the Treaty. 

The opinion of the Foreign Office as expressed in its last note, 
dated January 22, 1937, copy and translation of which are transmitted 
herewith, seems to call for certain observations. : 

In the first place, and apparently for the first time since the signing 
of the Treaty of 1923—and perhaps even before—a distinction is 
being made by the Foreign Office as regards direct communication 
between Consular officers and German authorities on matters involv- 
ing the “discussion of individual cases” and those which may involve 
questions of policy having some “fundamental significance”. Such 
classification or distinction, especially in view of the rather broad 
terms of the Treaty provisions, is not entirely clear. | 

Second, with a view to determining, if possible, any reasonable 
grounds on which such an interpretation might be made, the Con- 
sular inquiries questioned were again carefully studied. It may be 
noted that in the case of the letter addressed by Consul General 
Thomson at Dresden, dated October 5, 1936, to the State Chancery 
of Saxony in Dresden, he requested (in translation) that “the Con- 
sulate would further very much appreciate being informed of any 

* Not printed. . - 
* Not found in Department files.
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arrest or sentence of an American citizen in the future.” It is pos- 
sible that exception might be taken to such a request, inasmuch as 
neither by Treaty provision nor under international law, comity, 
etc., would it appear incumbent upon the authorities of the receiving 
state to notify Consular representatives of the sending state of the 
arrest or detention of one of the latter’s citizens; the duties of the re- 
celving state’s authorities would seem to begin only when the arrested 
citizen requests permission to communicate with his Consul. 
“Incommunicado”, which throws the responsibility on the receiving 

state’s authorities, begins only when such a request is refused. If 
the matter is viewed in this light it might be possible to question not 
only the specific request mentioned but the general tenor of both of 
the Consular letters involved in this case, and they therefore could be 
regarded as inappropriately endeavoring to place a responsibility and 
a duty upon German authorities. In other words, if the Consul does 
not have direct knowledge of any and all citizens under arrest in his 
district it might be presumed that it is because certain of the arrested 
individuals have not requested that he be informed. This might at 
least be the theory of such a line of reasoning, and such a theory takes 
on material form when it is remembered that a discussion of “indi- 
vidual cases” is not questioned, the presumption therein being that 
the Consul has been informed previously. 

Third, it is possible that some political consideration is being read 
into these Consular inquiries. The present day situation in Ger- 
many—much different from that in 1923 when the Treaty was signed— 
has led practically every other country to look askance at Germany’s 
methods of justice, and, in turn, it has developed a psychology in the 
average German official which leads him to look with suspicion on 
every inquiry touching upon those methods. The “fundamental 
significance” may therefore involve, in the opinion of the Germans, 
matters such as a desire to check up on concentration camps, isola- 
tion, lack of faith in German penal systems, and, in general, an un- 
necessary prying into the activities of the German secret police. 

In an endeavor to obtain as much light as possible on all angles to 
the question, the Embassy has consulted several diplomatic colleagues 
in connection with the “opinion” of the Foreign Office. It appears 
that as far as the British Embassy is aware, none of their Consular 
officers had addressed provincial authorities with protection ques- 
tions except in individual cases. The British Service does not operate 
on treaty arrangements. On the other hand, a treaty of Consular 
Rights exists between Germany and France, according to which, ap- 
parently, a distinction is made between purely civil and criminal 
cases under the heading of “état civil” and cases involving political 
considerations. A French Consular officer recently inquired into an
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individual case which the German authorities seemed to consider as 
having political angles, and the inquiry was promptly referred to the 
Foreign Office which, in turn, took it up with the French mission. 
After this case was submitted to Paris, the Embassy itself was in- 
structed to approach the German Foreign Office informally for what- 
ever data was needed. According to this information our treaty stipu- 
lations relative to Consular Rights are textually stronger than those 
of the French, but the matter is mentioned for whatever assistance it 
may be in judging as to the merits of the case in hand. 

It is true that the German-American treaty does not specify that 
consular communications with the authorities mentioned “for the 
purpose of protecting their countrymen” shall be limited in any man- 
ner whatsoever. Furthermore, if the German Government desires to 
take upon itself the prerogative of deciding in a given instance upon 
the method and manner of procedure thereof, then the German Gov- 
ernment might be considered as assuming to determine how American 
officials should carry out their duties in this regard. Nevertheless, it is 
possible that the mere fact that the prerogative is not more closely 
defined, the stipulation could be interpreted to apply only to specific 
or “individual cases”, and that questions wherein general information 
is desired, for example, for the United States Government (see Consul 
Benton’s letter), could be considered only when taken up through dip- 
lomatic channels. 

This matter has been dwelt upon in some detail, not only because it 
is considered important, but with a view to assisting the Department 
as far as possible in determining the attitude it may adopt in the 
future. | 

Any instructions deemed necessary as a result of information herein 
contained will be awaited with interest and will, of course, be closely 
followed. 

Respectfully yours, Wruu1am E. Dopp 

INFORMAL REPRESENTATIONS REGARDING WARNING BY THE GER- 

MAN GOVERNMENT TO AMERICAN MOTION PICTURE PLAYERS 

AGAINST ACTING IN PICTURES DECLARED INIMICAL TO GERMAN 
INTERESTS 

811.4061 Road Back/4 

Memorandum by the Chief of the Division of Western European 
Affairs (Dunn) 

[Wasuineron,] April 19, 1937. 

At my request the Counselor of the German Embassy, Dr. Hans 
Thomsen, came in this morning. I showed Dr. Thomsen the orig- 

*No further instructions were given.
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inal of a letter which had been sent by the German Consul in Los 
Angeles, Mr. George Gyesling, to about sixty members of the cast of 
“The Road Back” now being made in Hollywood. This letter of the 
German Consul, which he states is written under the direction of the 
German Government, calls the attention of the individual actors in 
the cast to the German law which states that any film in which an 
actor has participated who has previously taken part in a film which 
has been declared inimical to German interests, may not be granted 
a permit for exhibition in Germany. 

I told Dr. Thomsen that this matter had been brought to our at- 
tention, that I had discussed it with the Secretary and with Mr. Hack- 
worth? and Mr. Ralph Hill? and that I had been directed to call the 
matter to the attention of the Embassy here. 

I asked Dr. Thomsen whether it was true that the Consul in Los 
Angeles was acting under the direction of the German Government 
in writing this letter to the individual actors of the cast. He said 
that that was true. I then told Dr. Thomsen that I was sure he 
would agree in our opinion that the writing of such a letter to in- 
dividuals in this country was to say the least highly inadvisable and 
furthermore, in my own opinion, it was an activity which we decidedly 
did not approve. The question of the availability of the film for 
admission into Germany was a matter entirely between the German 
Government and the film producing company. As far as the actors 
were concerned, if the Consul were asked for any information with 
regard to their participation in the film or the effect such part might 
have upon any possible future career in Germany, it was perfectly 
legitimate for a foreign Consul to give advice to such inquirers with 
regard to the laws obtaining in his own country. I went on to say, 
however, that the addressing of letters to individual actors with re- 
gard to activities those Americans were carrying on in this country 
and which had nothing whatever to do with nor any connection with 
Germany as far as their present activities are concerned was entirely 
uncalled for and was not within the proper functions of a foreign 
consular officer. 

Dr. Thomsen said that he himself, when he saw the instructions of 
his Government along these lines, had questioned the correctness of 
such procedure and had in his own mind considered the effect of what 
a similar action by American Consuls in Germany would be. He then 
brought up the matter of what our Customs Inspectors and Treasury 
representatives carry on in foreign countries. I immediately pointed 

* Green H. Hackworth, Legal Adviser. 
* Assistant to the Legal Adviser. 
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out that this was not a similar case as the activities of the Customs and 
Treasury investigators with regard to cost investigations in foreign 
countries were never carried on without the consent of the Govern- 
ment of the country in which they are operating. He admitted this 
to be the case and said that he thought it would be well to refer the 
whole matter to Berlin and obtain the attitude of his Government with 
regard to such activities. I said that this was exactly what we wanted 

done and that we would consider the whole matter to have been dis- 
cussed only through this informal approach, which I had made to the 

Counselor here, and that until we had heard further from him we 
would take the position that we are looking into the matter and 
that my conversation with him was not considered to be a protest but 
was rather to be considered as calling the attention of the Embassy 
to the Consul’s activities and desiring to have an informal discussion 
of the matter in the hope that we might avoid any necessity for taking 
it up in a more formal manner. 

He asked if it could be understood therefore that this would not 
be considered a protest for the moment and that if the Secretary were 
asked anything about the matter in the meantime, until he had been 
able to report further to me, that the Secretary might say that the 

Department was looking into the matter of these letters which had 
been called to its attention. I said that I felt sure the Secretary would 
be glad to conform to that explanation of the part the Department had 
taken in the situation up to the present. 

J[ ames] C[LemMENT] D[unN] 

811.4061 Road Back/18 | 

The German Ambassador (Dieckhoff) to the Under Secretary of 
State (Welles) : 

: WasHIneron, June 9, 1937. 

My Dear Mk. Secretary: With reference to the conversation which 
we had yesterday, I should like to point out that, as soon as the talk 
between Messieurs Dunn and Thomsen had taken place on April 19, 
my predecessor Dr. Luther instructed the German Consul in Los 
Angeles to refrain from issuing further warnings to American citizens 
in connection with the production of plays which we regard as un- 
friendly towards Germany. 

I now take pleasure in informing you that my Government fully 
endorses the instruction given by my predecessor and, consequently, 
I hope we may consider the incident as satisfactorily settled. 

Believe me [etc. | DIECKHOFF
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REPRESENTATIONS IN BEHALF OF HELMUT HIRSCH, AN AMERICAN 
CITIZEN SENTENCED TO DEATH IN GERMANY 

362.1121 Hirsch, Helmut/14 : Telegram - 

The Secretary of State to the Ambassador in Germany (Dodd) 

WasuinetTon, April 21, 1937—6 p. m. 

31. Your number 77, April 20, 4 p. m* Investigation shows that 
Helmut Hirsch is an American citizen. You are authorized to com- 
municate this information to the German officials, and do whatever 
is possible to prevent any injustice to the party. 

Hu. 

862.1121 Hirsch, Helmut/29 

Memorandum by the Special Assistant to the Secretary of __ 
State (Dunn) | 

_ [Wasutneton,] April 26, 1937. 

Acting under the Secretary’s instructions, I called upon the Ger- 
man Ambassador yesterday (Sunday) morning at 10 a. m., with re- 
gard to the case of Helmut Hirsch, who is now under sentence of 
death in Germany as a result of conviction on a charge of treason and 
the use of high explosives in an attempt against the lives of high Ger- 
man officials. —The Counselor of the Embassy, Dr. Hans Thomsen, was 
also present with the Ambassador, Dr. Luther explaining to me that 
as he was leaving Washington within a few days he had Dr. Thomsen 
present in order to provide for any future discussions of the case 
which might arise. 

I stated to Dr. Luther that the Secretary had asked me to come to 
see him in order that the German Embassy here might be informed 
of the Secretary’s views regarding the Hirsch case. I said that we 
had been in communication with our Embassy in Berlin which in 
turn had taken the matter up with the German authorities but that 
the Secretary also desired Dr. Luther and the Embassy here to be 
kept currently informed. | 

I explained to the Ambassador that although Helmut Hirsch’s 
grandfather, Salomon Hirsch, and his father, Siegfried Hirsch, and 
he himself had continuously claimed American citizenship, there 
had been complications arising from various phases of their claims 
for nationality which had required a very thorough and painstaking 
investigation both here and abroad in order to determine whether 
Helmut Hirsch, the young man now under sentence to death, was en- 

*Not printed.
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titled to American citizenship and the protection and assistance of 
this Government as such a citizen. I said that unfortunately it had 
not been possible to arrive at the definitive conclusion with regard 
to his nationality until a few days ago when the Department had 
decided definitely that Helmut Hirsch was entitled to American 
citizenship. 'This decision was reached after Hirsch’s trial and after 
sentence upon him had been passed; that immediately upon reaching 
this determination of his citizenship, the Department had taken steps 
to inquire through our Embassy in Berlin as to the nature of the 
charges which had been brought against Hirsch and had sought and 
obtained an interview with him. I stated to the Ambassador that the 
objective of my visit was to explain the nature of the delay in our 
Government’s entering the case and to ask him, in the event of his 
feeling disposed to do so, to convey these explanations to the German 

Government and to ask that any final action or disposition of the case 
be postponed for sufficient time to permit the Secretary to inform 
himself of all of the facts connected with the case and to communicate 
with the German Government in the premises. I further said that we 
had been informed that Hirsch’s legal counsel had presented a plea 
for clemency which we understood could only be acted upon by the 
Reichschancellor and that our Embassy in Berlin already had instruc- 
tions to support the German counsel in his plea for clemency. I 
stated that if the Ambassador also felt so disposed, we would be glad 
to have him transmit to his Government our hope that Hirsch’s plea 
for clemency be granted, thus paving the way for a commutation of 
the sentence. 

The Ambassador treated me with every consideration in receiving 
me thus on Sunday morning and in listening to the statements and 
explanations I made to him. Upon my having delivered this message 
from the Secretary to him, he stated that in his opinion this case, al- 
though he was without any information on it directly from his For- 
eign Office, was one related to the commission of a crime for which 
the punishment provided by German law was extremely severe. He 
said that the law providing for such punishment was not new but 
had existed for many years in Germany; he said that, according to 
his information, the punishment for a similar crime in this country 

would be equally drastic and severe just as it would in many countries. 
He also referred to the Hauptmann case and recalled that although 
the German Embassy and authorities had followed closely every phase 
of the arrest, trial and conviction of Bruno Hauptmann, the man who 
was convicted of implication in the kidnapping of the Lindbergh baby 
and executed therefor, they had after due deliberation decided not to 
make any representations whatever as they considered the matter to 
be one of due process of law following the commission of a crime 
against the laws of this country.
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The Ambassador stated that he would be very glad to transmit im- 
mediately to Berlin the Secretary’s representations as conveyed by 
me. | 

James CLEMENT DUNN 

$62.1121 Hirsch, Helmut/17 : Telegram a 

The Ambassador in Germany (Dodd) to the Secretary of State 

- . Bertin, April 26, 1937—3 p. m. 
[Received April 26—11:55 a. m.] 

85. Our 84, April 24,3 p.m. We have just sent the following note 
to the Foreign Office: _ | | 

“The Embassy of the United States of America has the honor to 
inform the Ministry for Foreign Affairs that an American citizen, 
Mr. Helmut Hirsch, has been condemned to death by the Peoples 
Court for preparation [perpetration?] of an act of high treason. 

The crime for which the Embassy is informed this young man has 
been convicted is of a most reprehensible nature and there can be no 
sympathy for acts of this character. Quite apart from the foregoing 
the Embassy acting as representative of the Government of which 
Mr. Hirsch is a citizen considers it proper to invite the Ministry’s 
attention to the fact that Mr. Hirsch was only in his 20th year and 
may well have been misled by older and more experienced minds whose 
influence may have been primarily responsible. 

In all these circumstances the Embassy ventures to hope that the 
Ministry may feel that this constitutes a basis for the exercise of 
Chancellor’s gracious clemency.” 

We have taken this action after as careful consideration of the cir- 
cumstances and as complete an inquiry into the situation as time 
permits. We were told this morning that any effort towards clemency 
should be made at once. | 

We are of course not giving out to the press the text of this note 
and in reply to any questions they may put we expect to confine our- 
selves to the statement that we have brought certain humanitarian 
aspects to the attention of the Foreign Office with a view to considera- 
tion of clemency. 

Dopp 

362.1121 Hirsch, Helmut/18 : Telegram 

Lhe Secretary of State to the Ambassador in Germany (Dodd) 

Wasuineton, April 26, 1937—5 p. m. 

88. Your 84, April 24,3 p.m. The action taken thus far in the 
Hirsch case by the Embassy and Consulate General is approved and 

* Not printed.
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we are watching with interest the further developments you may 
report. | | ae | - 

The lawyer for Hirsch’s relatives here called at the Department 
today and expressed. appreciation on the part of the family for the 
action taken in behalf of. Hirsch. We-might add confidentially that 
the lawyer stated that he has an idea that Hirsch is a fanatical ideal- 
ist. You might consider the expediency of suggesting an examina- 
tion of Hirsch to determine whether he is ina normal state of mind. 
The lawyer stated that he could give assurances that Hirsch’s family 
and friends here are doing all they can to prevent the case from being 
made a cause for public clamor.. There have.been so far no instances 
of any undue exaggeration here of the reports of developments in 
connection with the case. | : | 
I took occasion yesterday to convey to the German Embassy here 

an explanation of the reason for the delay in our entering the case 
caused by the necessity for a thorough investigation here and abroad 
of the complicated circumstances surrounding the question of Ameri- 
can citizenship involved and expressed the hope that no further action 
would be taken by the German authorities until we had had an oppor- 
tunity to obtain all the facts in the matter, that you were being 
instructed to support the plea for clemency presented by Hirsch’s 
counsel and the hope that the German Ambassador would feel dis- 
posed also to support this plea with his own Government. I desire 
you to support to the fullest extent you properly may the plea for 
clemency presented by Hirsch’s counsel. | 

| Huu 

862.1121 Hirsch, Helmut/19: Telegram - 

The Ambassador in Germany (Dodd) to the Secretary of State 

| Beruin, April 27, 1937—5 p. m. 
a [Received April 27—1: 10 p. m.] 

89. Our 85, April 26, 3 p. m., and Department’s 38, April 26, 5 
p.m. Following up our note to the Foreign Office we discussed the 
matter with them again this morning bringing to their attention 
Hirsch’s excellent past record, the fact that he was not a Communist 
and that there was every indication of his being strongly influenced 
by agitators in Praha to the point of being their tool. Meanwhile 
the Consulate General at our instance is taking similar steps with the 
Ministry of Justice. Be 

. The Foreign Office as always evidences a sympathetic and helpful 
attitude. We noted, however, a pessimistic impression this morning 
on their learning from the German Embassy at Washington that
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Simpson 7 had been lecturing in the United States in a fashion derog- 
atory to the German Government. Simpson’s action may prevent an 
exercise of clemency of which in our opinion there was otherwise a 
fair chance. It would be helpful for us to learn that Simpson had 
abandoned any such activities. | 

* Both the Consulate General and ourselves doubt the desirability 
of suggesting an examination of Simpson [Hirsch?] to determine 
whether he is in a normal state of mind. Geist,’ who saw the prisoner, 
felt there was no foundation for such action. Both he and ourselves 
also believe that it would not be wise as we feel that the general 
humanitarian plea is the only one which could have a chance of suc- 
cess. Furthermore, the Department may observe in our note to the 
Foreign Office (Embassy’s telegram 85, April 26), that we did not 
mention Simpson’s [Hirsch’s?] own plea for clemency. This was done 
purposely on what we consider the best advice, the idea being that 
the American Government should take action entirely on its own. 

Dopp 

862.1121 Hirsch, Helmut/46: Telegram 

The Ambassador in Germany (Dodd) to the Secretary of State 

| Beruin, June 1, 1937—noon. 
[Received June 1—9: 10 a. m.] 

_ 128. Referring to my telegram No. 120, May 29, 6 p. m. and 21 
[727], May 31,11a.m.° An interview yesterday with von Neurath 
revealed the fixed purpose of Hitler to execute Hirsch in a day or 
two and to publish evidence afterwards. I reminded him that Hirsch 
was an American citizen and that public opinion would be affronted 
by an execution of one who had not been caught actually endeavoring 
to commit the crime charged; and I emphasized the wisdom of pub- 
lished evidence before conviction and of moderate treatment of a 
90 year old fellow who had not performed the act that was charged. 
I stressed the fact that our State Department had kept the press 
quiet for a month and that the press people here had also reported 
none of the conflicting stories which had come to them from Praha. 
Neurath said there was no hope even though it involved German- 
American relations but he promised to report my conversation to 
the Chancellor to whom I had made appeal on April 30th. There 
is a possibility of a few days delay. 

: Dopp 

"For correspondence on the Simpson case, see Foreign Relations, 1936, vol. 
I, pp. 291 ff. 

* Raymond Geist, Consul at Berlin. 
*Neither printed. | 
* Konstantin von Neurath, German Minister for Foreign Affairs.
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362.1121 Hirsch, Helmut/48 : Telegram 

The Secretary of State to the Ambassador in Germany (Dodd) 

WASHINGTON, June 1, 1937—5 p.m. 

52. Your telegrams 120, 121% and 128. We fully approve your 

actions and trust that you will continue to exert every effort to secure 

commutation of sentence. The matter is being kept confidential here. 
Huu 

862.1121 Hirsch, Helmut/50: Telegram 

The Ambassador in Germany (Dodd) to the Secretary of State — 

Bertin, June 2, 1937—6 p. m. 
| : [Received June 2—2:45 p. m.] 

126. Department’s 52, June 1, 5 p. m.; and Consul General’s tele- 
oram of 5 p. m. today ™ stating that Hirsch execution is set for Friday 

morning, June 4. 
I have had no word from Neurath to whom I wrote this morning 

recalling our conversation of May 31 (see first paragraph my 125, 
June 2, 11 a.m.) I have also seen Staatssekretaer Meissner with 
whom I had had previous communication on the subject. He has 
promised to see Hitler in the morning and place before him the in- 
ternational aspects of the matter. Meissner will communicate with 

me afterwards. 
As a last resort you may wish to call in Dieckhoff * at once and 

explain to him the desirability of a commutation of sentence. Hirsch 
would be the first American executed under the National Socialist 
political legislation and with the exception of Vanderlubbe (of 
Reichstag fire fame) the only foreigner as far as we know. | 

While naturally it is a matter for your judgment whether to limit 
yourself in conversation with Dieckhoff to humanitarian and inter- 
national aspects, you may wish to refer to the fact that we have not 
seen the evidence in the case. 

Dopp 

362.1121 Hirsch, Helmut/52 : Telegram 

The Secretary of State to the Ambassador in Germany (Dodd) — 

WASHINGTON, June 2, 1937—6 p. m. 

53. Your 125, June 2, 11 a.m. and Jenkins June 2,5 p.m.“ Delay 
would of course not be a solution but is imperative to permit further 

" Neither printed. 
* Not printed. 
1% Hans Dieckhoff, German Ambassador in the United States.
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efforts in his. behalf. Continue every practicable effort to secure 
commutation or at least stay of sentence and communication to you of 
the evidence for consideration by the Department. 

| Hun 

862.1121 Hirsch, Helmut/54 : Telegram 

- The Ambassador in Germany (Dodd) to the Secretary of State 

Ber.in, June 3, 1937—6 p. m. 
[Received June 3—2: 38 p. m.] 

129. Department’s 54, June 2, 7 p. m.** Every possible effort has 
been made to prevent execution. Secretary Mackensen reported to me 
at 5:30 that von Neurath had advised the Chancellor on Tuesday 
morning that Secretary Meissner had done the same this morning and 
had repeated my advice against execution this afternoon. All in vain; 
no attention paid to our Government’s wishes. The man is to have 
his head chopped off tomorrow morning at sunrise. No evidence has 
as yet been given to us. 

Dopp 

$62.1121 Hirsch, Helmut/56 

- Memorandum by the Secretary of State 

[WasHineton,] June 3, 1937. 

- The German Ambassador called upon my invitation in order that 
I might make a final appeal to him and his government either for a 
commutation of the death penalty imposed upon Helmut Hirsch, who 
is sentenced to be executed in Berlin on tomorrow, June 4, 1937, or, to 
secure a delay of the execution in order that this government might 
have an opportunity to become more fully acquainted with the record 
in this case. I rested my appeal on several grounds, but on two in par- 
ticular,—first, the youth and inexperience and highly nervous and 
emotional temperament of Hirsch, and, second, that the penalty is 
unusually and unnecessarily severe. In the event of adverse action on 
this appeal for clemency, the request was repeatedly emphasized for a 
delay in the execution for the purpose aforesaid. I emphasized my 
view at the outset that, of course, the German Government has the 
fullest and unquestioned right and privilege to enact and administer 
its own laws pertaining to its security and safety; that it is not my 
purpose to make any unreasonable request in the instant case or a 
request that would in the least interfere with the proper course of 
security and justice as administered by the German Government. I 

* Not printed.
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emphasized also the righteous condemnation I and my government 
feel towards deliberate criminals who thus deliberately plot or con- 
spire to injure a government; and that it is in the light of all the 
circumstances and facts, to the extent that they are known to me, and 
of this feeling that I ventured to make this final appeal to the German 
Government. I need not elaborate the numerous detailed statements 
intended to support my appeal. 

The Ambassador said that he is thoroughly familiar with the case; 
that it had been up before he left the Foreign Office recently to come 
to Washington. He said that Hirsch is a very intelligent person; that 
he deliberately associated himself with an organization in Prague 
which had for its purpose the destruction of the German Government 
from beyond the boundaries of the latter; that he deliberately brought 
from Prague to Stuttgart a valise filled with dynamite and other ex- 
plosives; that he had freely admitted his purpose was to use these 
explosives in blowing up government buildings and injuring govern- 
ment officials; that he was given a fair trial by a thoroughly competent 
and properly conducted court; that to this date he has admitted his 
guilt on all occasions; that the law he violated prescribes the offense 
of treason and makes it a capital offense; and that he, the Ambassador, 
sees no reasonable occasion or opportunity for further favorable action 
by the German Government; that if anything at all could be done it 
would be more effectively come through contacts with the German 
Government by the United States Embassy at Berlin. 

The Ambassador then reverted to the recent case of the American 
communist Simpson, who was pardoned upon the request of this 
Government, and who since has been busy traveling over this country 
denouncing the German Government; that, therefore, it is more cal- 
culated to hurt than to help relations between the two countries for 
deliberate criminals to be pardoned and set free. He also referred 
to the Hauptmann case, in which the latter, a German citizen, was 
tried in our courts and executed without complaint by the German 
Government. I offered some comment to the effect that the cases and 
the situations were very different and that, of course, whatever could 
and should properly be done in the instant case should be governed 
solely by the facts and circumstances of this case alone. It is due the 
Ambassador to say that he cited these cases in reply to some remark 
of mine to the effect that world conditions and relations are very 
unsettled and peoples are on tenterhooks in many respects, so that it 
would not in the least contribute to the improvement of these rela- 

tionships among nations to have a secret trial and conviction and 
execution without the other government interested being given a 
chance at least to become familiar with the entire record. . 

C[orvewi] H[ vx]
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862.1121 Hirsch, Helmut/55 : Telegram ; 

The Consul General at Berlin (Jenkins) to the Secretary of State 

Beruin, June 4, 1937—10 a. m. 
| [Received June 4—7 a. m.] 

Helmuth Hirsch was executed, beheaded, at 6 o’clock this morning 

in the Ploetzense prison. Yesterday afternoon I requested authorities 
to permit me and Geist to see Hirsch immediately after he had been 
informed of forthcoming execution and chief prosecuting attorney 
arranged to meet us last evening at prison at 7:15. However, when 
he arrived he informed me Ministry of Justice could only permit me 
to see Hirsch if Hirsch expressed a desire to see me. I said, neverthe- 
less, I maintained my request as I desired to know if Hirsch had any 
message for family. Geist and I then remained at prison awaiting 
possible request from Hirsch but none came. Nearly 2 hours later 
the prosecuting attorney came out and informed us that Hirsch had 
not expressed a desire to see me, that he had asked for a cup of coffee 
and permission to write to parents and several others which requests 
were granted. Prosecuting attorney also said that Hirsch was calm 
and that a Jewish Rabbi was with Hirsch and would remain through- 
out night. Consulate General has. informed Hirsch’s parents in 
Prague and is arranging cremation of body. 

oo. | | JENKINS 

862.1121 Hirsch, Helmut/57: Telegram _ . a : 

The Ambassador in Germany (Dodd) to the Secretary of State 

_ Beruin, June 4, 1937—3 p. m. 
7 [Received June 4—12: 35 p. m.] 

181. Embassy’s 129, June 3, 6 p. m., Consulate General’s telegram 
of June 4,10 a.m. Neurath and Mackensen in Foreign Office, and 
Meissner in the Chancellor’s office gave every indication of wanting 
to be helpful and of being desirous of commutation of Hirsch’s sen- 
tence. In fact Meissner saw Hitler twice on the matter yesterday in 
connection with your telegram asking for postponement and an op- 
portunity to examine the evidence. I have nothing to complain of on 
that score. 

On the other hand I do feel that we were not shown a proper con- 
sideration with regard to seeing the evidence in the case when I offi- 
cially requested it on the Department’s instruction. In brief an Amer- 
ican citizen has been executed for treason in the face of repeated re- 
quests for clemency by our Government and without an opportunity 
for the American Government to see a line of documentary evidence. 

The Consul General informs me that according to German law in 
cases of this character the evidence must be kept secret in order to
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prevent information leaking out to other members of the above referred 
to conspiracy. While this is no doubt the law it would seem that in a 
case involving an American citizen where the Government has shown 
as much interest as in Hirsch’s case some exception should be made. 
It is true that the Ministry of Justice, stretching its authority, did 
give the Consul General recently oral indications of the alleged plot. 
It is also a fact that in Hirsch’s letter to his family, copy of which was 
given to the Consul General by Hirsch’s lawyer and transmitted to 
the Department, he admitted his original intention of participation 
in the alleged plot as he did in conversation with the Consulate Gen- 
eral, in the presence of the prosecuting attorney however. Despite all 
of this and the German law on the matter we deplore the fact that in 
the case of an American citizen condemned to death representatives of 
his Government should be denied access to the evidence prior to 

execution. 
The Consul General’s request to see Hirsch yesterday evening was 

refused on the basis that Hirsch had not asked to see him and per- 
mission for such a visit could only be given if this were the case. The 
prosecuting attorney even refused to inform Hirsch that the Consul 
General was at hand and had a message from his family. Likewise as 
regards the evidence, we were told we would be shown this after the 
execution. If it was not considered harmful to the interests of the 
German Government for us then to be shown the evidence it is diffi- 
cult to see why it could be considered harmful for us to see the evi- 
dence 48 hours or so earlier. The refusal of the visit and of access to 
the evidence before execution and Hitler’s original order that we 

were not to be informed of his denial of clemency until after execution 
(this came to us in strict confidence) all naturally invite suspicions 
which might easily have been avoided by a more intelligent handling 
of the case by the German authorities. 

I am not sufficiently familiar with our own legislation on this subject 
to make a definite recommendation to the Department that it protest 
energetically to the German Government on this question of a refusal 
to postpone execution and make the evidence available to us but I feel 
strongly that if the Department considers the facts warrant it such 
action should be taken immediately. 

Dopp 

362.1121 Hirsch, Helmut/63 : Telegram 

The Ambassador in Germany (Dodd) to the Secretary of State 

Beruin, June 9, 1937—2 p.m. 
[Received June 9—12:10 p.m.] 

132. Department’s 57, June 7, 6 p. m.* 

* Not printed.
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(1) American Government authorities were never officially in- 
formed exact provisions of the law under which Hirsch was con- 
victed but the German press announcement published after his exe- 
cution stated that it was section 83 of the penal code. For a trans- 
lation of this paragraph the Department is referred to the Embassy’s 
despatch number 864 of May 23, 1934.7 

_ (2) As to Hirsch’s admission of guilt there is the statement of the 
German Ministry of Justice that he confessed. Then there are the 
circumstantial inferences to be drawn from the Berlin Consul Gen- 
eral’s interview with him as well as from Hirsch’s letter to his family 
(see Consul General’s despatch number 1537 of May 12%). There 
is also the testimony set forth on page 6 of despatch number 819 of 
April 19 #* from the Consul General in Stuttgart. The understand- 
ing upon which the Consul General Berlin was permitted to see 
Hirsch, namely, that the interview should take place for purely “hu- 
manitarian” purposes precluded a discussion of the case with Hirsch 
himself. Conversations with Hirsch’s attorney proved to be of little 
value in clarifying the case. 

(3) Please see last paragraph of my telegram 131, June 4, 3 p.m. 
We feel strongly that 1t would be inadvisable to leave the Hirsch case 
without indicating to the German Government certain aspects of the 
matter with special reference to having the record clear for the future. 
Quite apart from the technicality of Hirsch’s citizenship and the 
apparent legality of his trial and conviction we consider that the 
developments of the few days prior to Hirsch’s execution showed a 
failure on the part of Hitler to understand and act in accordance with 
the procedure and usage to be expected in normal relations between 
governments. 

As has frequently happened in the past in international dealings 
with Germany the point of view here differs radically from that in 
the United States and other countries. It is believed that the interven- 
tion of American officials in the Hirsch case has been deeply resented 
by the German authorities. From their point of view he was a “trai- 
tor” and his name to be execrated. Having acted with considerable 
energy in carrying out the Department’s instructions the Embassy 
may well find itself embarrassed unless our Government brings its own 
point of view with special reference to the question of postponement 
of execution and availability of evidence formally and vigorously to 
the attention of the German Government.” 

: Dopp 

* Not printed. 
-*'No further representations were made to the German Government.
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PRELIMINARY NEGOTIATIONS BETWEEN THE UNITED STATES AND 
-- » GREECE FOR A PROVISIONAL COMMERCIAL AGREEMENT 

611.6831/176 Oo SF 

The American Minister in Greece (MacVeagh) to the Greek Minister 
. for Foreign Affairs (Metaxas) 1 

: a  ArHENS, June 11, 1937. 

_ Excettency: On numerous occasions I have had the honor of dis- 

cussing with Your Excellency the value to Greece of her American 
contacts, and particularly of her American trade contacts, with their 
possibilities of expansion and their lack of any embarrassing political 
background. If Your Excellency has a moment to consider a few 
more remarks of. mine on this subject, I should like to make them here. 
‘They express feelings which he very close to my heart, and are 
timely, as Your Excellency will not fail to perceive. 

I am informed that the Government at Washington is now very 
carefully studying the question of trade relations between the United 
States and Greece. What is the picture which it has before it? 
What does this study reveal ? : 

It reveals, I am sorry to say, that out of the deficit which the United 
States showed last year in its total balance of payments with the 
world, over fifteen percent was accounted for by Greece alone. It 
shows that whereas the United States adheres to the most-favored- 
nation principle in its treatment of imports from Greece, her exports 
to this country are hampered and restricted by import quotas and 
licenses operating in opposition to this principle. It shows that dol- 
lars flow in millions unimpeded into this country to be spent in almost 
any other way than in the purchase of American goods. It shows that 
the balance of trade is against the United States and that there is 
nothing on the Greek side to offset the enormous “invisible” items of 
Greek revenue from America—14 million dollars (1,540,000,000 drach- 
mas) in immigrant remittances alone last year, another million two 
hundred thousand dollars (182,000,000 drachmas) in Veterans’ pay- 
ments, not to mention tourist expenditures and lavish gifts for archae- 
ological, medical, educational, and philanthropic purposes. Indeed, 

* Copy transmitted to the Department by the Minister in Greece in his letter 
of June 9; received July 6. 
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the picture shows that America is good to Greece. I think Your Ex- 
cellency will agree to this. Would it not be a better picture if it re- 
vealed more reciprocity? Would not such reciprocity encourage 
further exchanges to increased advantage on both sides? I am sure 
that at least it would not discourage American interest in Greece as 
the present picture is bound to do. 

Your Excellency, I feel that the Government in Washington, after 
taking careful stock of the present situation, is going to wish for a 
more liberal treatment of American trade than Greece has recently 
given it, in return for the liberal treatment which the United States 
has given and desires to continue to give to the trade of Greece. I am 
very conscious, and unhappily so, of the unfavorable picture it is see- 
ing now. But I am comforted by Your Excellency’s own realization, 
expressed to me on several occasions, of the advantages offered by 
trade with America where the markets for Greek products are so vast 
and where the American spirit has already reached out so much more 
than half way to meet Greek enterprise. And I want to say once more, 
if Your Excellency will permit me, that I hope for the sake of Greece, 
to which I am so devoted, that she will no longer refrain from availing 
herself of these advantages, uniting as they do to a unique degree the 
benefits of progress with security. 

The Commercial Attaché of this Legation * is taking up with the 
Minister of National Economy some pressing matters of vital impor- 
tance to importers of American products here, and Your Excellency’s 
views will doubtless be decisive in the issue. But what I am chiefly 
concerned with at present includes much more than these matters and 
extends to the whole matter of economic exchanges between our two 
countries, which is the study of my Government today. 

With Your Excellency’s permission [etc.] 
Co : [File copy not signed. | 

611.6831/174a 

The. Assistant Secretary of State (Sayre) to the Minister in Greece 
(MacV eagh) ae 

No. 392 | WasuHincTon, May 24, 1987. 

Sir: Upon careful consideration of the facts relating to the present 
state of our trade relations with Greece, the Department has con- 
cluded that an effort should be made to replace the exchange of notes 
between the United States and Greece, of December 9, 1924,? which 
provides for unconditional most-favored-nation treatment in customs 

“” Karl L. Rankin. 
* Foreign Relations, 1924, vol. u, pp. 279-281.
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matters, with an agreement calculated to assure equitable treatment 
in respect of ell forms of trade control. 

Accordingly, there is enclosed the text of a note which it is desired 
that you address to the Greek Minister for Foreign Affairs at an 
early date. As you will perceive, the note explains the salient features 
of the commercial policy of this Government under the Trade Agree- 
ments Act of June 12, 1934,? and proposes that the exchange of notes 
of December 9, 1924, be replaced by a modus vivendi embodying the 
liberal principles of this policy. 

The draft modus vivendi to be submitted with this note is also en- 
closed, as are several copies of the publication of the United States 
Tariff Commission entitled Changes in Import Duties Since the Pas- 
sage of the Tariff Act of 1930. Copies of this publication should 
accompany the note to the Minister for Foreign Affairs. 
Your attention is drawn to the provision on exchange control which 

is contained in the paragraph numbered 5 of the modus vivendi and 
which differs from the provisions on exchange control contained in 
other agreements relating to trade which this Government has recently 
made with foreign countries. The new provision is intended to pre- 
vent exchange control from being used in such a way as to render the 
most-favored-nation and quota provisions in our agreements and 
treaties ineffective. It has recently been decided to include in our 
trade agreements and commercial treaties, wherever possible, an arti- 
cle which provides, in effect, that the country which establishes or 
inaintains exchange control shall (1) satisfy promptly all applica- 
tions for exchange to pay for imports admitted into the country and 
originating in the other country and (2) accord unconditional most- 
favored-nation treatment in respect of exchange rates and fiscal 
charges affecting payments for imports from the other country. It 
has been decided, however, to use a less stringent provision in the 
proposed modus vivendi. It is believed that the latter provision would 
be sufficient to use as a basis for protest in case Greece should grant 
less favorable treatment, with respect to exchange, to payment for 
importation of any American product than is granted to payment for 
a similar product of any third country. 

It is believed that, apart from the provision on exchange control, 
both the note and the modus vivendi are self-explanatory and therefore 
require no comment by the Department at this time. If either docu- 
ment contains passages that are obscure to you, or statements or 
provisions which in your opinion should be altered, you should with- 
hold action and consult with the Department by telegraph. 

*48 Stat. 943. :
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Immediately upon presenting the note to the Minister for Foreign 
Affairs you should inform the Department of your action by tele- 
graph so that it may transmit a copy of the communication and of 
its enclosures to the Greek Minister at Washington. 

There is also enclosed, for your strictly confidential information, a 
copy of a preliminary survey‘ with respect to the possibility of a 
reciprocal trade agreement with Greece, in connection with which your 
attention is called to the implication in the first sentence of the final 
paragraph of the note that Greece may have proposals of its own to 
make on this subject. While it is not anticipated that this Government 
will in the near future take the initiative in the matter of such an 
agreement, it was recently decided to carry out the recommendation 
to create a country committee for Greece and Turkey, and such a com- 
mittee, composed of experts representing the Departments of State, 

Treasury, Agriculture and Commerce, and the Tariff Commission, has 
been constituted. This committee will function as a subcommittee of 
the interdepartmental committee on trade agreements and is charged 
with the responsibility of doing the technical work in preparation for 
eventual trade agreement negotiations. 

Very truly yours, Francis B, Sarre 

[Enclosure 1] 

Note To Be Addressed to the Greek Minister for Foreign Affairs 

Excentency: I have not failed to inform my Government of the 
contents of the Royal Ministry’s Vote Verbale No. A/22175, of Novem- 
ber 18, 1936,‘ relative to the trade relations between Greece and the 
United States. 
My Government has noted the statement that the Royal Hellenic 

Government is disposed to accord every facility of a nature to con- 
tribute to the development of trade between the two countries to the 
extent that the financial situation of Greece, from the viewpoint of 
foreign exchange, will permit. I have been instructed to assure you 
in reply that it is the earnest desire of the Government of the United 
States to foster and to extend the mutual trade interests of our two 
countries. 

My Government has, at the same time, instructed me to explain to 
Your Excellency the salient features of the commercial policy of the 
Government of the United States and to lay before you a proposal 
which is in harmony with this policy and with the mutual desire 
of our two Governments to protect and to extend the trade relations 

‘Not printed. 

9826095427
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which have helped to unite Greece and the United States in friendship 

for so many years. — | : 

~ On June 12, 1934, the Congress of the United States enacted legis- 
lation authorizing the President to enter into reciprocal trade agree- 
ments with other countries. During the intervening period agree- 
ments have been made with sixteen countries. Only recently, this 

legislation was renewed by the Congress. — 
The commercial policy of the United States Government, which is 

expressed in the sixteen agreements concluded under the Trade Agree- 
ments Act of June 12, 1934, has a twofold objective. On the one hand, 
it. aims to reduce tariff barriers and the many other impediments 
against which international commerce in recent years has been forced 
to struggle. On the other hand, it seeks to reduce and progressively 
to eliminate the maze of discriminatory and arbitrary practices which 
now distort and strangle trade and to substitute in their stead an order 
based upon the principle of equality of treatment. 

It is now more than seven years since the onset of the world crisis. 
_ During this period Governments have piled one trade obstruction on 

another and have created one discrimination after another until com- 
merce between nations has been reduced to only an insignificant frac- 
tion of what man’s productive ability on the one side and his wants on 
the other would make possible under a different order. 

The United States Government has engaged itself in a determined 
effort to reverse this trend. It is convinced that the commercial poli- 
cies pursued by nations in recent years can never lead to a workable 
international system, but only to permanently large unemployment 
and to a lowered standard of living. It is convinced that in the critical 
situation in which the world is today enmeshed, peace and the spiritual 
and material welfare of the nations depend more than on any other 
development upon a lowering of trade barriers and a return to liberal 
commercial policies. | 
The method which the United States Government has adopted in. 

its attack on the restrictions and discriminations choking trade con- 
sists in the conclusion of commercial agreements with individual coun- 
tries. In each of these agreements the United States grants to the 
other country reductions in its rates of duty on a selected list of prod- 
ucts in which that country is particularly interested in return for a 
liberalization by that country of its tariff and other restrictions bear- 
ing upon a selected list of products of primary interest to the United 
States. That the reductions which the United States is making in its 
tariff schedules in connection with these reciprocal trade agreements 
are by no means merely nominal is evidenced by the fact that many
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have amounted to 50 percent of the existing rates, the maximum re- 

duction authorized by the Trade Agreements Act. | 

~ Moreover, these reductions are not confined to a few products. The 

products on which the United States has reduced its duties in con- 

nection with the sixteen agreements already signed amount to 380 per- 

cent of its total dutiable imports. Thus, it should now be evident 
that the United States, by means of its trade agreements program, is 
making a contribution to the liberalization of world trade which is 
really substantial, and is engaged in a sincere attempt to provide lead- 
ership in the course which it is advocating not through exhortation 
alone but through the force of its own example. 

A list of the changes in the import duties of the United States since 
the passage of the Tariff Act of 1930, most of which have come into 
being by virtue of trade agreements concluded under the act of Con- 
gress of June 12, 1934, is enclosed for the information of the Royal 
Hellenic Government. 

‘In conformity with this policy, reductions in duties proclaimed un- 
der trade agreements with foreign countries are extended immediately 
to the like articles of all countries in return for nondiscriminatory 
treatment of American commerce. Such proclaimed duties are with- 
held only from countries which discriminate substantially against 
American trade. To such countries a standing offer is extended to ac- 
cord to them the benefits of the duties proclaimed under the trade 
agreements if they agree not to discriminate or in fact cease to dis- 
criminate against American trade in respect of all forms of trade- 
control measures. : 

The reduction of trade barriers, however, cannot be expected of 
itself to re-establish conditions in which world trade can again pros- 
per. -Of equal importance in the eyes of the United States Govern- 
ment is that the trading nations of the world should cease from the 
many discriminatory practices which have brought international trade 
and payments to their present disordered state. 

The United States considers that the experience of recent years has 
demonstrated unmistakably that the granting and seeking of exclusive 
preferences and the employment of devices to curtail or divert im- 
ports or to force exports, whether by agreements or by unilateral, 
arbitrary action, can never be made into a satisfactory system for the 
conduct of international trade. Through the discrimination which is 
their inevitable counterpart, these methods always invite and often 
compel retaliatory or defensive action, with the result that the expan- 
sion of trade which they may serve to obtain in one quarter is fre- 
quently offset by the losses which they entail in other quarters. More- 
over, even the immediate advantages which they have appeared to 
hold out in practice have often proven illusory. Thus when the bal-
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ance is cast, these methods are found to have conferred upon the trade 
of the nation or nations employing them no benefit whatever, or at 
best advantages which are meager and transitory, to compensate for 
the serious disadvantages and dangers which they comport. 

In the opinion of the United States Government, the gravity of the 
dangers inherent in these narrow policies can hardly be exaggerated. 
Exclusive preferences and special advantages, whether obtained 
through agreement or by unilateral action, tend to force international 
commerce in the direction of bilaterally balanced exchanges. There- 
by so-called “multiangular” trade, which is a natural result of diversi- 
ties in the economic resources and structures, the stages of develop- 
ment and the consuming tastes of individual nations, is not only pre- 
vented from expanding in response to improved conditions within 
different countries but is forcibly reduced. An increasing share of the 
world’s commerce is thus forced to flow in uneconomic channels under 
the influence of artificial restrictions on the one hand and of artificial 
stimuli on the other. Uneconomic sources of supply are developed at 
the expense of sources from which like goods could be obtained more 
cheaply, the cost of imports is raised, standards of living are lowered 
and not only is the total volume of world trade diminished but the 
far-reaching dislocations effected in production and demand make its 
restoration increasingly difficult. 

A striking example of how certain of these policies disturb the es- 
tablished channels of trade is to be found in the recent purchase, at 
the port of Bremen, of Greek tobacco in the amount of 500,000 pounds 
by an American firm that has long maintained a purchasing agency in 
Greece. 

Grave as are the economic results of the anarchic conditions now 
prevailing in international commerce, the effect of current commercial 
policies on international relations generally is a cause for even greater 
alarm. Exclusive preferences, special advantages and the host of cur- 
rent discriminatory practices, through the irritating and often ruinous 
disadvantages at which they place the producers and traders of the 
nations discriminated against. and through the adverse effect which 
they have upon employment, wage levels and standards of living, con- 
stitute one of the most important sources of international resentment 
and ill-will, progressively undermining the structure of peace. 

The commercial policy of the United States Government is founded 
on the unshakeable conviction that for world trade to be restored, dis- 
criminatory practices must give way to equality of opportunity and 
treatment. The advantages to trade of the right to compete in all 
markets under conditions of equality were recognized in the formu- 
lation of the most-favored-nation clause which for three-quarters of 
a century has been incorporated in the commercial treaties of almost
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every nation. Even today, notwithstanding the anarchy into which 
international trade has fallen, the nations of the world are to be found 
still clinging to the principle of equality in their international treaties, 
a fact evidenced by the great number of most-favored-nation treaties 
now in existence and by the frequency with which the most-favored- 
nation clause is inserted in new treaties. 

Yet the recognition which this great and abiding principle today 
receives is largely nominal and too often fails to reflect itself in prac- 
tice. During the course of the depression there have come into use 
many new devices for restricting and diverting trade, either directly 
or through the control of the means of payment therefor, with the 
result that in many countries which formerly based their commercial 
policy on the most-favored-nation principle and which still employ 
the most-favored-nation clause, equality of commercial opportunity 

and treatment does not, in fact, exist. The claim has been advanced 
by some that since the most-favored-nation clause was developed and 
many of the existing most-favored-nation obligations were assumed 
in a time when tariffs were practically the only restriction placed upon 
trade, 1t can be considered as applicable in the main only to tariffs. 
Without seeking here to discuss the historical or legal bases for this 
view, the Government of the United States cannot help but feel that 
such a construction, by in fact denying equality of treatment, denies 
the fundamental purpose for which the most-favored-nation clause 
was formulated. 

While the United States is fully aware of the difficulty of attempt- 
ing under present conditions to establish for universal acceptance 
rigid definitions of the treatment which, under the various types of 
trade control other than customs duties, may properly be considered 
as constituting equal, or most-favored-nation, treatment, the United 
States is prepared, as a matter of policy, to accept the following 
arrangements as a substantial equivalent of non-discriminatory treat- 
ment in the application of the more important types of non-duty 
trade controls: 

Quotas. With respect to quantitative restrictions on imports, an 
allotment to United States trade of a share of the total quantity of 
any article permitted to be imported equivalent to the proportion of 
the total importation of the article which the United States supplied 
during a previous representative period. By the term “representative 
period” is meant a series of years during which trade in the particular 
article under consideration was free From quantitative restrictions 
and discriminations and was not affected by unusual circumstances. 

Exchange control. The United States Government believes that 
any form of control of foreign exchange in connection with com- 
mercial transactions should be administered in such a way as not to 
impair the operation of the principles of most-favored-nation treat- 
ment and quota allocation set forth above.
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Paymenis, Clearing and Compensation Arrangements. The Gov- 
ernment of the United States feels that arrangements of this nature 
are essentially inimical to the principle of equality of treatment 
and to the spirit of the most-favored-nation clause, and it hopes that 
nations, being agreed upon the adverse effects of such arrangements 
upon world trade as a whole, will make every effort to eliminate them 
as quickly as possible when the compelling motives which may have 
caused resort to them shall have disappeared. In the meantime, 
the United States believes that the nations participating in these 
arrangements should apply their provisions in such a manner that 
they will disturb as little as possible the natural flow of international 
commerce. 

Monopolies. If a government establishes or maintains a monopoly 
for the importation or sale of a particular commodity or grants ex- 
clusive privileges to an agency to import or sell a particular com- 
modity, the United States believes that this monopoly or agency should 
not discriminate against the commerce of any nation but that it should 
accord to every nation a fair and equitable share of the market, as 
nearly as may be determined by consideration of price, quality, et 
cetera. 

The application of this policy to existing conditions of trade be- 
tween Greece and the United States suggests the desirability of a 
new agreement between the two States which would replace the ex- 
change of notes of December 9, 1924. My Government therefore 
has the honor to propose the conclusion at this time of a modus viv- 
endi embodying the liberal principles in support of which the com- 
mercial policy of the United States under the Act of Congress of June 
12, 1984, was formulated. 

Such an agreement, a draft of which is submitted herewith for con- 
sideration by the Royal Hellenic Government, would assure equitable 
treatment to the commerce of each State in the territory of the other, 
and thus would facilitate the presentation of any further proposals 
looking to the expansion of the trade between our two countries that 
either State might wish to suggest. For these reasons, and also be- 
cause of considerations of broader import, which have been outlined 
above, it is the earnest hope of the Government of the United States 
that this proposal will prove acceptable to your Government and that 

it may be possible for our two countries to enter into a new commercial 
accord at an early date. 

Accept [etc. ] 

. [Enclosure 2] . oo | 

_ Draft Modus Vivendi Between the United States and Greece 

_ Sir: I have the honor to make the following statement of my un- 
derstanding of the agreement reached through recent conversations
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held at Athens by representatives of the Government of the United 
States of America and the Government of the Kingdom of Greece 
with reference to the treatment which the United States of America 
shall accord to the commerce of the Kingdom of Greece and which 
the Kingdom of Greece shall accord to the commerce of the United 
States of America. 

These conversations have disclosed a mutual understanding be- 
tween the two Governments which is that: 

1. In respect of import, export and other duties and charges af- 
fecting commerce, as well as in respect of transit, warehousing and 
other facilities, the United States of America will aceord to the 
Kingdom of Greece and the Kingdom of Greece will accord to the 
United States of America, its territories and possessions, uncondi- 
tional most-favored-nation treatment. 

2. Accordingly, it is understood that with respect to customs duties 
or charges of any kind imposed on or in connection with importation 
or exportation, and with respect to the method of levying such duties 
or charges, and with respect to all rules and formalities in connec- 
tion with importation or exportation, and with respect to all laws or 
regulations affecting the sale or use of imported goods within the 
country, any advantage, favor, privilege or immunity which has been 
or may hereafter be granted by the United States of America or the 
Kingdom of Greece to any article originating in or destined for any 
third country, shall be accorded immediately and unconditionally to 
the like article originating in or destined for the Kingdom of Greece 
or the United States of America, respectively. 

3. In the event either country establishes or maintains import or 
customs quotas, or other quantitative restrictions, the share of the 
total permissible importation of any product of the other country 
shall be not less than the share in the trade in such product which 
such other country enjoyed in a previous representative period. 

4. Neither the United States of America nor the Kingdom of Greece 
shall regulate the total quantity of importations into its territory or 
sales therein of any article in which the other country has an interest, 
by import licenses or permits issued to individuals or organizations, 
unless the total quantity of such article permitted to be imported 
or sold, during a quota period of not less than three [sza] * months, 
shall have been established, and unless the regulations covering the 
issuance of such licenses or permits shall have been made public [at 
least one month |] * before such regulations are put into force. 

5. If either country establishes or maintains any form of control 
of the means of international payment, such control shall be admin- 
istered so as not to influence to the disadvantage of the other country 
the competitive relationships between articles originating in such 
other country and similar articles originating in third countries, and 
so as not to impair the operation of any other provision of this Agree- 
ment. | 

* Change recommended by the Minister in Greece in telegram No. 49, June 22, 
noon, and approved in Department’s reply No. 32, July 7, 3 p. m.
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6. The advantages now accorded or which may hereafter be accorded 
by the United States of America or the Kingdom of Greece to adja- 
cent countries in order to facilitate frontier traffic, and advantages 
resulting from a customs union to which either the United States of 
America or the Kingdom of Greece may become a party, shall be 
excepted from the operation of this Agreement. 

7. It is understood that the advantages now accorded or which may 
hereafter be accorded by the United States of America, its territories 
or possessions, the Philippine Islands, or the Panama Canal Zone to 
one another or to the Republic of Cuba shall be excepted from the 
operation of this Agreement. 

8. Nothing in this Agreement shall be construed as a limitation of 
the right of either country to impose on such terms as it may see fit 
prohibitions or restrictions (1) imposed on moral or humanitarian 
grounds; (2) designed to protect human, animal or plant life; (3) 
relating to prison-made goods; (4) relating to the enforcement of 
police or revenue laws; or (5) relating to the control of the export 
or sale for export of arms, ammunition, or implements of war, and, in 
exceptional circumstances, all other commodities. 

9. The present agreement shall replace the exchange of notes be- 
tween the Government of the United States of America and the Gov- 
ernment of the Kingdom of Greece of December 9, 1924, and shall 
become operative on this day of .......,....., and shall 
continue in force until superseded by a more comprehensive commer- 
cial agreement or by a definitive treaty of commerce and navigation, 
or until denounced by either country by advance written notice of not 
less than thirty days. 

Accept [etc.] 

611.6831/181 

The Chargé in Greece (Shantz) to the Secretary of State 

No. 1876 ATHENS, September 20, 1937. 
[Received October 5.] 

Sm: I have the honor to confirm the Legation’s telegram No. 55 of 
July 19, 1937,’ informing the Department that Minister MacVeagh 
presented to Prime Minister Metaxas the note and draft Modus 
Vivendi * enclosed with the Department’s Instruction No. 392 of May 
24th, the draft having been amended in accordance with the second 
and third paragraphs of the Legation’s telegram No. 49 of June 22, 

1937.° 
The Prime Minister’s reply to the Legation’s note has just been re- 

ceived and is enclosed, together with a translation. In this reply the 

Greek Government expresses its perfect accord with the principles 
set forth in the Legation’s note, explains how its present situation 

* Not printed. 
* Dated July 19, 1937. 
*Not printed. Changes are indicated in text of draft printed supra.
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arose, and states that it is ready to undertake the necessary negotia- 
tions for the conclusion of an agreement to replace the exchange of 
notes of December 9, 1924. The reply does not, however, make any 
comment on the specific provisions of the draft Modus Vivendi. 

A possibly significant statement in the reply is that “it would not 
be possible, in the opinion of the Greek Government, to consider 
solely the free exchange of the results of production, that is to say, 
of merchandise, while neglecting the factors of production, namely 
labor and capital.” It appears from this that the Greek Government, 
in its negotiations, may bring in the subject of American immigration 
restriction and the opening of American financial markets to Greek 
loans. The question of immigration quota restrictions is apparently 
one which weighs heavily on the Prime Minister’s mind as he has 
made more than one reference to it in his public speeches. 

I have not had an opportunity to discuss the reply with Mr. A. 
Argyropoulos, Director of Conventions and Commerce at the Foreign 

Ministry, who drafted the note prior to his departure for Berlin to 
take part in trade negotiations with the German Government. 

Respectfully yours, Harotp SHANTZ 

[Enclosure—Translation] 

The Greek Minister for Foreign Affairs (Metaxas) to the American 
Chargé (Shaniz) 

No. 15815 AtTuHeENns, September 16, 1987. 
Mr. Cuarci p’Arrarres: I have not failed to receive the letter, 

under No. 220, that His Excellency Mr. Lincoln MacVeagh kindly 
addressed to me on July 19, last, concerning the commercial relations 
between the United States and Greece and including a proposal for an 
agreement to serve as a basis of negotiations between our two 
countries. 

I have not failed to take into serious consideration the contents of 
this note and in reply I have the honor to bring to the attention of 
Your Excellency that which follows: 

The Greek Government appreciates the considerations contained in 
the statement that the Legation of the United States was good enough 
to present to it in the name of its Government, the more since it is in 
perfect accord with the principles therein set forth as concerns the 
necessity for a more liberal regulation of international trade, with a 
view to the recovery of economic activity in the world. 

In fact, Greece, because of its economic structure, has always felt 
the need for such freedom of trade to safeguard her interests, which 
were the first to be injured, following the economic crisis of 1931, by
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the introduction of restrictive systems in various countries. Thus it 
is only in self-defense that she was led in turn to pursue the line of 
restrictions of trade and means of payment at the moment when, 
the majority of the countries having adopted restrictive measures, 
she saw her export trade and invisible resources which in the past 
permitted her to cover her commercial deficit, strongly compromised 
by the measures under consideration. For a long time she struggled to 
avoid introducing into her economic relations with the countries in 

question anti-economic regulations restraining trade. But the results 
of this struggle proved particularly deceptive for her. In fact, she 
found herself, in the spring of 1932, driven into the position of being 
unable to maintain the payment of the value of the merchandise 
imported into the country, and in order to bring an end to the accu- 
mulation of overdue commercial obligations which dangerously com- 
promised the value of her national currency and her credit abroad, 
she was forced to proceed resolutely to the establishment of import 
quotas and to the adoption of measures for the protection of her 
money. 
Law No. 5422 of April 26, 1932, established the foundation of this 

policy, which has since developed on the basis laid down by this law. 
It provided for the introduction of a control of foreign exchange 
and the regulation of the importation of foreign merchandise within 
the limits of the means of payment available to the country. It pro- 
vided for the settlement in free foreign exchange of the entire value 
of merchandise having to be imported from abroad within the frame- 
work of the general import quotas, authorized by the law and subse- 
quently imposed by Ministerial decision No. 29624 of May 7, 19382. It 
provided further for the transfer in free foreign exchange of semi- 
annual instalments on overdue commercial debts which had not been 
settled up to the date of its promulgation, as well as on the moratorium 
interests connected therewith; thanks to which, these debts toward 
foreign countries can already be considered as practically liquidated. 
It authorized, finally, the settlement in free foreign exchange of cer- 
tain non-commercial obligations contracted abroad. 

That is to say, that while imposing on import trade certain general 
quantitative limitations in conformity with the diminished purchas- 
ing power of the impoverished country, this law assured on the one 
hand the full payment in free foreign exchange for merchandise im- 
ported within the above-indicated limits, and on the other, a complete 
freedom, within the same limits, of international activity and com- 
petition. In this way an improvement was shown in the internal 
market. 

But unfortunately, countries with economic power incomparably 
superior to that of Greece and which had always constituted the prin-
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cipal outlets for her products, subsequently began to block the value 
of Greek merchandise exported to them. This is notably the case 
with Germany, which represented one of the principal countries where 
Greece normally possessed a highly favorable export trade. There- 
after the situation became considerably more complicated and the new 
and important gap in the means of payment of Greece which resulted, 
compelled her to take defensive measures, which had become unavoid- 
able, and forcibly brought about her adoption of the method of 
clearings and of measures intended to control even the origin of im- 
ported merchandise. | 

_ This policy has never constituted for Greece anything but a means 
of defense against a situation that she was the last to cause or even 
to encourage. Thus the Greek Government is entirely in accord with 
the Government of the United States in its declaration that it is only 
by a return to more liberal principles of trade and by a progressive 
removal of the obstacles which are now strangling international eco- 
nomic life, that the world economy can be restored to health and di- 
rected toward the desired recovery. For this purpose it is incontest- 

ably highly desirable to bring about a freer play of economic factors. 
Nevertheless, in envisaging this problem it is important not to lose 
sight of the ensemble of these factors in considering only a certain 
number of them. Thus, if one wishes to arrive at lasting practical 
results in the domain of world economy, it would not be possible, in 
the opinion of the Greek Government, to consider solely the free 
exchange of the results of production, that is to say of merchandise, 
while neglecting the factors of production, namely, labor and capital. 
It is in the play of all these factors together that the Royal Govern- 

ment sees the means of overcoming the economic difficulties which now 
weigh upon international life. Thus, so long as the problem is not 
attacked in all of its aspects, the results sought could only be partial 
and precarious. 

In these circumstances and so long as the majority of the countries 
continue to practice the policy of restrictions, Greece, despite her 
earnest desire to see a normalization of the situation brought about 
by a return to more liberal principles which, it is. well understood, 
would correspond to her interests, is not in a position to return alone 

to freedom of trade. Her restricted means would allow her to do 
so only within the framework of an international movement, in- 
tended to re-establish in its ensemble the free play of the factors which 
govern the economic life of the world. 

Nevertheless, the Greek Government, appreciating particularly the 
importance which the market of the United States holds for Greek 
products, and attaching a special value to the development of the eco- 
nomic relations between the two countries, has exerted every effort to
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the end that the system of control, often troublesome, which it has 
been forced to apply to trade, should be applied in such a manner as to 
avoid, as much as was practicably possible, its resulting in a disadvan- 
tageous treatment of American trade; and the more because it rec- 
ognizes that the relations of close friendship which have always 
existed between the great American Nation and Greece have always 
been, for the latter, a source of profit. 

The Greek Government is consequently moved by a desire to see 
that the system of quotas in force in Greece should not operate in a 
discriminatory manner with respect to American interests. The Royal 
Government would even be happy to see American imports into 
Greece increase to the full extent that the Government of the United 
States should find the means, on its part, to assure an outlet for a num- 
ber of Greek products which are at present directed toward coun- 
tries practicing a policy of restriction of payments and which compel 
it, by that very fact, to have recourse to their markets to a greater 
extent than it would have wished, in order to guard against an ac- 
cumulation of blocked credits. 

Thus the Hellenic Government is disposed to consider all means 
which in the actual circumstances would be of a nature to eliminate 
as much as possible the inconveniences resulting from the exceptional 
conditions to which trade is subjected and to favor its development 
between the United States and Greece. Therefore, it is ready to un- 
dertake the necessary negotiations for the conclusion of an agreement 
to replace the provisional agreement resulting from the exchange of 
notes dated December 9, 1924, at present in force. 

Please accept [etc. ] J. Mrraxas 

611.6881/188 

_ The Chargé in Greece (Shantz) to the Secretary of State 

No. 1892 ATHENS, October 4, 1987. 

[Received October 19. ] 

Sir: I have the honor to refer to the Legation’s despatch No. 1876 of 
September 20, 1937, transmitting the Greek Government’s reply to 
the Legation’s note proposing a Modus Vivendi to replace the exchange 
of notes of December 9, 1924. 

On October 2, 1937, I called upon Mr. A. Argyropoulos, Director 
of Conventions and Commerce at the Foreign Office, who is the officer 
mainly responsible for negotiating trade agreements, and asked him 
for the Greek Government’s views on the specific provisions of the 
draft Modus Vivendi, since this subject was not covered in the Gov- 
ernment’s reply to the Legation’s note. 

Mr. Argyropoulos answered by reiterating the difficulties of Greece’s 
position and the anxiety of Greece to have all the freedom of trade
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advocated by the United States. But, he said, Greece could not accept 
our proposals without fundamentally changing its entire foreign trade 
framework. Under our proposals Greece would have to adopt quota 
contingents by countries instead of as at present by articles. It could 
not do so without granting similar treatment to other countries. Hol- 
land has already made proposals similar to ours, and Great Britain has 
indicated its desire for an arrangement of this nature. But Greece 
does not consider such a change practicable. If we persist in negotiat- 
ing a Modus Vivendi, it is certain that definite progress cannot be made 
this year nor even the first half of next year. 

Meanwhile, he said, Greece is more than anxious to do everything in 
‘its power to meet the wishes of the United States. In other words, 
Greece desires to give the United States all the practical advantages 
that the latter would obtain from the Modus Vivendi without agreeing 
to any theoretical or “doctrinaire” principles. We only have to state 
the particular instances in which we feel we are receiving unjust treat- 
ment and they will be very pleased to negotiate. The President of 
the Council, the Vice Governor of the Bank of Greece (Mr. Vavares- 
sos, the Premier’s principal financial adviser), and the Minister of 
National Economy are all equally desirous of doing everything feasible 
to meet the wishes of the United States, but practically, and without 
any treaty changes. 

I said I would transmit his views to the Government, and then 
asked him whether anything more was to be published on the German 
trade agreement. He smilingly replied that the communique already 
published said nothing. “Yes,” he continued, “in five or six days the 
Official Gazette will publish the text of a new clearing agreement and 
of changes in the Greco-German commercial treaty. But frankly, 
there is a third agreement which will not be published because Ger- 
many insists that it be confidential.” 

Under this agreement all of Greece’s present credits with Germany 
are placed in a Class B account. This account will be entirely liqui- 
dated by orders already placed for (1) the Government’s military 
requirements and (2) merchandise amounting to 10 million marks. 
Payments for future exports from Greece will be placed in a Class A 
account, the total of which is not to exceed Greece’s normal require- 
ments for German goods. Exports to Germany are to be limited to 
specified contingents. For example, Germany has been buying the 
entire export from Greece of raw materials such as skins and certain 
ores. The production of these is limited and Greece is well able to sell 
them to other countries for free exchange. Consequently Greece will 
limit its future export of these to Germany in order to avoid excessive 
credit balances which could only be liquidated in the past by forcing 
merchants to buy from Germany, sometimes at prices 20% greater than 
they would have had to pay elsewhere.
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The views expressed by Mr. Argyropoulos are transmitted for the 
Department’s information, and may safely be considered as authori- 
tative. 

As to the extent to which the United States is at present failing to 
receive most-favored-nation treatment, the Department is referred to 
the Commercial Attaché’s special report No. 14 of August 23, 1937, 
entitled “A Statistical Analysis of Greek Imports from the United 
States”, which also indicates that the constant efforts of the Legation 
and the Commercial Attaché to increase the United States’ share of 
Greek imports have met with some success. There is reason to hope 
that further progress in this direction may be anticipated. 

Respectfully yours, _.  Harotp SHAntz 

611.6831/181 : Telegram | 

The Secretary of State to the Chargé in Greece (Shaniz) 

| - Wasnuinerton, October 9, 1937—2 p.m. 

38. Your mail despatch No. 1876, September 20. It is desired that 
the Minister, as soon as possible after his return, convey either to Mr. 
Metaxas or an appropriate official of the Foreign Office an oral expres- 
sion of this Government’s pleasure in learning of the readiness of the 
Greek Government to undertake the early negotiation of an agreement 
which would replace the exchange of notes of December 9, 1924 and 
of that Government’s desire to see that the system of trade control in 
force in Greece should not operate in a discriminatory manner with 
respect to American interests. TO 

The Minister should explain, however, that as his note of July 19 
presented a definite proposal by the Government of the United States 
in the form of a draft modus vivendi the Department was surprised 
by the absence from the Greek reply of any observations with respect 
to that concrete proposal, that under the circumstances the Depart- 
ment is somewhat at a loss as to how to proceed and that it is there- 
fore hoped that the Greek Government’s observations on the draft 
modus vivendi will be communicated, either orally or in writing, at 
a very early date. | 

The Minister may add, if he thinks it expedient, that he is certain, 
should the Greek Government have proposals of its own to suggest, 
that his Government would be prepared to give them sympathetic 
consideration, within the limits of the commercial policy outlined in 
the note of July 19, if submitted in precise terms. 
Keep Department informed briefly by telegraph. . 

Hoi 

_ *Not printed ; a copy was enclosed with despatch No. 1982, November 29, from 
the Minister in Greece.
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611.6831/182 : Telegram 

The Secretary of State to the Minister in Greece (MacVeagh) 

Wasuineton, November 16, 1937—2 p.m. 

40. Your 67, October 16, 1 p.m.” Please convey the following to 
the Foreign Minister orally, with such amplification as you may think 

desirable: 

1. This Government regrets that the Greek Government is not pre- 
pared at the present time to enter into a modus vivendi, on the basis 
proposed by the United States, to replace the exchange of notes of 
December 9, 1924. 

9. This Government will not press at the present moment for the 
conclusion of a modus vivendi provided the Greek Government will 
take prompt and effective steps, such as was suggested on October 2 
by Mr. Argyropoulos to the Chargé d’Affaires to alleviate the adverse 
effect of the present Greek restrictions on those products imports of 
which into Greece have been diverted from the United States 
to other countries. This Government believes that the Greek Gov- 
ernment should extend to American products the fullest equality of 
opportunity. | 

3. The Greek Government will understand that, in not subscribing 
to the modus vivendi which we have proposed, it is postponing the 
time when the basis of Greek-American commercial arrangements may 
be broadened. The conclusion of a comprehensive agreement calcu- 
lated to provide for a mutual expansion of the trade of the two coun- 
tries, must await the time when Greece is prepared to undertake for- 
mally to grant to American trade equality of treatment in respect of 
all forms of trade-and payments control. It is for this reason in par- 
ticular that the United States Government regrets that Greece is not 
now willing to enter into a modus vivendi along the lines proposed. 

In connection with the above numbered paragraph 2 it is suggested 
that you supply the Minister informally with the substance, or in your 
discretion with copies, of Rankin’s Special Report No. 14, August 23 
and Economic and Trade Notes No. 70, August 6.22. In the event you 
adopt this suggestion you should make it clear to the Minister that 
while the material does not constitute an adequate basis upon which to 
formulate this Government’s desiderata with respect to any possible 
future trade agreement negotiations it is nevertheless indicative of the 
disquieting effects of Greek commercial policy on Greco-American 
trade. | 

With respect to paragraph numbered 3 you may make such use as 
you consider desirable of the fact that on November 3 the Acting 
Secretary of State made preliminary announcement of trade agree- 
ment negotiations with Turkey. As Greek and Turkish exports to the 

“Not printed; this telegram repeated the substance of despatch No. 1892, 
October 4, p. 420. 

* Report No. 14, August 23, not printed ; trade notes No. 70, August 6, not found 
in Department files.
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United States are composed largely of similar products the signifi- 
cance to Greece of this announcement should be apparent to the For- 
eign Minister, especially in view of the policy of the United States of 
withholding trade agreement benefits from countries which discrim- 

inate substantially against American trade. If the opportunity is 
afforded please point out that the initiative with respect to the present 

negotiations with Turkey was taken by the Turkish Government. 

Hoy 

611.6831/188 

The Greek Minister for Foreign Affairs (Metaxas) to the American 
Minister in Greece (MacVeagh) * 

[Translation] 

No. 26458/y/7/r AtueEns, December 18, 1937. 

Mr. Minister: Following our interview of November 29 last, on 
the subject of the commercial relations between the United States 

of America and Greece, Your Excellency was good enough to leave an 

Aide-M émoire* summarizing the communications made in the course 

of the said interview. 
In the Azde-Mémoire in question, reference is made, first of all, to 

the proposals presented on July 19 of this year in the name of the 
Government of the United States, for the conclusion of a Modus- 
Vivendi between the two countries to replace the provisional com- 
mercial agreement concluded by exchange of Notes on December 9, 
1924, as well as to the reply made thereto by the Greek Government 
by the Note of the Royal Ministry of Foreign Affairs dated September 
16 last, and, finally, to the subsequent conversation on this subject 
which took place between the Chargé d’Affaires of the United States 
and the competent Director of the Ministry of Foreign Affairs, Mr. 

Argyropoulos. 
With reference to these exchanges of views, the Greek Government 

considers that it should once more emphasize its desire that trade with 

the United States should develop as much as possible and that Amer- 
ican trade should not suffer any injury by reason of the system of 
control of foreign trade in Greece imposed by circumstances. It is 
in this sense that it would be prepared to consider the granting of 
special facilities calculated to eliminate in practice any discrimination 
which might eventually be found at the expense of American impor- 

tation in Greece. 

% Transmitted to the Department by the Chargé in Greece in his despatch No. 
2009, December 23, 1937; received January 13, 1938. 

* Not printed; for substance, see numbered paragraphs in telegram No. 40, 
November 16, 2 p. m., to the Minister in Greece, supra.
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That this method of procedure is of a nature to lead to satisfactory 
results is proved by the fact that already a series of measures taken by 
the Greek Government has favored American imports, by giving sat- 
isfaction in concrete cases to the points of view of the Government of 
the United States. 

Thus it may be noticed that each time that the Legation of the 
United States has been good enough to submit to the examination of 
the competent services concrete cases which were resulting in an 
inequality of treatment to the detriment of American interests, the 
necessary steps have been taken with a view to satisfying its represen- 

tations as far as possible. 
On the other hand, it may be pointed out that certain special mer- 

chandise (for example, cereals) could not be imported from the 
United States in recent years for reasons independent of the will of 
the Greek Government, arising from their high price on the American 
market or from the increase in the cost of transportation of the mer- 
chandise; that is, for reasons of international competition and not 
because of the internal system of restrictions. 

As to the importation of a number of industrial products from 
countries with a credit balance toward Greece, which has been made 
for the purpose of liquidating such balance (notably supplies for the 
State), this cannot be considered as injuring American interests, in 
view of the fact that the importation of these articles could not have 
been effected otherwise, due to the impossibility of furnishing the 
necessary foreign exchange to pay for them. But with the improve- 
ment of this situation, as appears to be the case at the present time, a 
greater portion can be turned to American imports. 

In addition, since the statistics annexed to Your Excellency’s Aide- 
Mémoire were prepared, the trade relations between the two countries 
have improved considerably and show promise of a still greater devel- 
opment of a nature to satisfy American interests. 

The preceding statements indisputably establish the fact that at no 
time has the policy of the Greek Government tended to create condi- 
tions for American trade less favorable than those affecting the trade 
of any other country whatsoever. 

Indeed, as concerns the allusion contained in Your Excellency’s 
Aide-M émoire with respect to the negotiations now in course between 
the United States and Turkey, the Greek Government believes it has 
a right to count on the fact that the trade agreement which may result 
therefrom could not favor Turkish exports to the detriment of exports 
to the United States of similar Greek products by the establishment of 
a discrimination of any kind at their expense, in consideration of the 
fact that Greece, by reason of its position and the structure of its 
economy, is and will remain in reality the best Balkan client of the 
American market. 

9826095428
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Furthermore, without prejudice to the foregoing, as concerns the 
special facilities which the Greek Government would be prepared to 
consider in order to eliminate any possible discrimination injuring 
American importation into Greece, it may be added, as has already 
been indicated in the last paragraph of the Note of the Royal Ministry 
of Foreign Affairs of September 16th, that the Greek Government is 
entirely prepared to undertake without delay negotiations looking 
toward the conclusion of a modus vivendi destined to replace the 
provisional Commercial Agreement now in force between the United 
States and Greece. In the latter case, it would be important, in the 
opinion of the Greek Government, not to limit the freedom of the 
negotiations undertaken by the establishment in advance of certain 
general principles which, rigidly applied, might subsequently prove 
disadvantageous to our reciprocal interests; while, in the course of the 
negotiations, it would be possible to find the means of attaining the 

desired end by practical solutions calculated to favor the common 
interests. — 

In awaiting the kind communication that Your Excellency will wish 
to address to it on this subject, the Greek Government sincerely hopes 
that the Government of the United States will be good enough to give 
the attention which they deserve to the considerations set forth above, 
and to maintain with respect to Greece the favorable attitude which 
jt has never failed to manifest up to the present time. : | 

Please accept [etc.] J. Meraxas 

611.6831/186 : Telegram 

The Secretary of State to the Minister in Greece (MacVeagh) 

| | Wasuineron, December 31, 1937—7 p.m. 

48. Your mail despatch No. 1982, November 29.% If Foreign Of- 
fice has not yet communicated any observations to you with respect 
to the atde-mémoire of November 29, and with particular reference 
to the statistical analysis handed to Metaxas at that time and to 
Argyropoulos’ statement of October 2 promising practical methods of 
assuring fair treatment to American goods, please impress upon ap- 
propriate officials the need for some convincing evidence that serious 
consideration is being given to this Government’s views. In this con- 
nection you may state that the Department is somewhat puzzled by 
the fact that the Greek Legation here appears to be of the opinion, 
based on quite recent instructions, that its Government is still pre- 
pared to negotiate in accordance with the statement made in the final 
two paragraphs of the Greek note of September 16 and the fact that 

the discussions in Athens fail to materialize into anything definite. 
Please keep the Department informed by telegraph. 

carr | How 
* Not printed.
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CONCLUSION OF A PROTOCOL BETWEEN THE UNITED STATES AND 

GREECE INTERPRETING ARTICLE I OF THE EXTRADITION TREATY 

OF MAY 6, 1931; AND WITHDRAWAL BY THE UNITED STATES OF 
NOTICE OF ABROGATION OF THE TREATY GIVEN NOVEMBER 5, 1933 

211.68/144 | 

The Secretary of State to the Minister in Greece (MacVeagh) 

No. 239 | WasuHineton, November 15, 1935. 

Sir: Reference is made to the Department’s telegram No. 55 dated 
November 4, 1983, and to your telegram No. 114 dated November 9, 
1933," concerning the abrogation of the Treaty of Extradition con- 
cluded on May 6, 1931, between the United States and Greece. 

Consideration has been given recently to the matter of withdraw- 
ing the notice of abrogation in order that the treaty may be con- 
tinued in force. You no doubt will recall that the notice of abro- 
gation resulted from the determination by the Greek courts that under 
the treaty they are required to examine into the question of the guilt 
of the fugitive whose extradition is sought and that they are not 
limited merely to ascertaining whether the evidence submitted by 
the United States is sufficient to justify the apprehension of the ac- 
cused and his commitment for trial. a 

The opposing view taken by this Government finds support in 
the practice followed by substantially all other nations in interpret- 
ing similar treaty provisions with the United States. It is possible 
that after further consideration the Greek authorities may be dis- 
posed to adopt a similar view, especially as.it is stated in your telegram 
referred to that with the exception of the one with Great Britain 
all other extradition treaties concluded by Greece are based on the 
principle that it is not permissible for the court considering the re- 
quest for extradition to inquire into the basis of the charges preferred 
against the accused. : 

Unless the Greek authorities are disposed to interpret the treaty 
with respect to which you gave notice of abrogation, in the same 
manner in which it is interpreted by this Government, it appears 
that little useful purpose would be served in withdrawing the notice 
of denunciation. With a view to determining whether the notice 
should be withdrawn it is desired that you discuss the matter in- 
formally with the Greek authorities and report concerning their 
attitude toward the proposed action. 

It may be pointed out in this relation that the Department would 

*¥or previous correspondence relating to the abrogation of the extradition 
treaty, see Foreign Relations, 1933, vol. 11, pp. 552 ff. 

“Neither printed. a 
* For text of treaty, see Foreign Relations, 1931, vol. 1, p. 378.
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not be disposed to withdraw the notice in the absence of a formal 
assurance by the Greek Government that it accepts the interpretation 
of this Government with respect to the extent of the hearing to be 
accorded a person charged. This could perhaps best be accomplished 
by the conclusion of a protocol. I attach a draft of such a protocol 
which you are permitted to use in your discussions if the occasion 
presents itself. If the Greek authorities are disposed to accept the 
views of this Government and to set forth their concurrence in a 
protocol, doubtless the withdrawal of the notice of abrogation and 
the signature of the protocol would take place simultaneously. 

Very truly yours, For the Secretary of State: 
R. Warton Moore 

[Enclosure] 

Draft Protocot 

Whereas a difference has arisen between the Government of the 
United States of America and the Government of Greece with respect 
to the proper interpretation of Article I of the Treaty of Extradition 
concluded on May 6, 1931, between the United States and Greece, and 
in particular, with respect to the final clause of such Article which 
reads as follows: 

“Provided That such surrender shall take place only upon such evi- 
dence of criminality as according to the laws of the place where the 
fugitive or person so charged shall be found, would justify his appre- 
hension and commitment for trial if the crime or offense had been 
there committed. .. .” 

Whereas it is desirable that such differences should be resolved, it 
is agreed as follows: 

The final clause of Article I of the Treaty of Extradition concluded 
on May 6, 1931, between the United States and Greece, shall, from 
and after this date, be understood to mean that the court or magistrate 
considering the request for extradition shall examine only into the 
question of the sufficiency of the evidence submitted by the demanding 
Government to justify the apprehension and commitment for trial of 
the person charged; or in other words, whether the evidence discloses 
probable cause for believing in the guilt of the person charged. It is 
further understood that the quoted treaty provisions do not signify 
that the court or magistrate is authorized to determine the question 
of the guilt or innocence of the person charged. 

In faith whereof the undersigned plenipotentiaries have signed the 
present protocol and affixed thereto their respective seals. 

Done in duplicate at Athens, Greece, the .....dayof....... 
19... :
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211.68/148 

The Minister in Greece (MacVeagh) to the Secretary of State 

No. 1505 ATHENS, January 22, 1937. 
[Received February 6.] 

Sir: I have the honor to refer to the Department’s instruction No. 
239 of November 15, 1935, concerning the abrogation of the Treaty 
of Extradition concluded on May 6, 1931, between the United States 
and Greece. In this connection the Department suggested that the 
notice of abrogation of this treaty to the Greek Government might 
be withdrawn upon the basis of formal assurance that the Greek 
authorities are now disposed to interpret the treaty in the same man- 
ner in which it is interpreted by the American Government, and en- 
closed a proposed draft of a protocol calculated to achieve the desired 
interpretation. 

As reported in my despatch No. 1007 of January 20, 1936,” the 
question was immediately discussed informally with the Minister for 
Foreign Affairs and an Aide-Mémoire left on that occasion was re- 
ferred to the Trade and Treaty Division of the Foreign Office, and 
later to the Ministry of Justice, where it lay apparently dormant 
despite the Legation’s repeated attempts to secure action. At length, 
on October 30, 1936, at the request of the Acting Chief of the Treaty 
Division the proposed draft of the protocol was submitted by the 
Legation for the consideration of the Greek authorities. Finally, on 
January 5, 1937, the whole matter was discussed at some length with 
Mr. Argyropoulos, Chief of the Treaty Division, who had returned to 
his desk after considerable absence from Athens. 

Mr. Argyropoulos stated that the Hellenic Ministry of Justice 
raised no objections to the proposed protocol, and that the Greek 
Government is willing to agree to any desirable interpretation of 
the Treaty. However, he said that in the opinion of the Hellenic 
Foreign Ministry the proposed protocol would not provide a solution, 
because the Greek courts would interpret it exactly as they had in- 
terpreted the original treaty in the Insull case.” Incidentally he ex- 
pressed himself as believing that the courts had correctly interpreted 
the language of the final clause of Article I of the Treaty in that 
instance, not going beyond a sufficient examination of the evidence 
of criminality to determine whether it would have justified the ap- 
prehension and commitment for trial of the accused if the crimes 
had been committed in Greece. 

* Not printed. 
* For correspondence relating to the Insull case, see Foreign Relations, 1933, 

vol. 11, pp. 552 ff., and ibid., 1934, vol. 11, pp. 566 ff.
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Consequently, fearing future misunderstandings, the Foreign Office 
does not consider it advisable to proceed to the conclusion of the pro- 
tocol as proposed. Mr. Argyropoulos suggested instead that Article 
I of the Treaty be changed by replacing the final clause with one giving 
the courts the right only to examine questions of identity and the le- 
gality and sufficiency of the papers presented in connection with the 
request for extradition, no judicial consideration being given to the 
question of the guilt of the person accused, i. e., to the substance of the 
case. 

In this connection he stated that there are only two types of extra- 

dition possible under Greek law. The first is exemplified by the Greco- 
Belgian Extradition Treaty of June 26, 1901, and the Greek Extradi- 

tion Law of February 7, 1904, Article 4 of which reads as follows: 

The Council of the Court of Appeals meets publicly, unless the ac- 
cused asks for a closed session, or will not appear before the Council. 

The Council of the Court, after the examination of the accused 
person, if he appeared, and after having heard the prosecuting at- 
torney as well as the accused or his counsel, renders its opinion with 
explanatory reasons on the request for extradition. 

The Council of the Court decides: 

1) On the identity of the person requested with the arrested; 
2) On the existence of the justificatory documents required by 

the treaty ; 7 | 
8) On the question whether the individual arrested and the 

infraction with which he is charged are those for which extradi- 
tion may be granted; 

4) On the question whether there exists according to Greek 
law provision for penal action or penalty. 

However, it is not permitted to the Council of the Court to ex- 
amine the (bien-fondé) bona fides [sic] of the infraction with which 
the accused is charged. 

Copy of the decision in every case is transmitted without delay to 
the Ministry of Justice through legal channels, accompanied by all 
the documents relating thereto. 

- The other type is exemplified by the Greco-British Extradition 
Treaty of September 24, 1910, and Greek Extradition Law No. 4031, 
applying to treaties of this type. Article 3 of this law reads as 

follows: 

Article 4 of the Law of February 7, 1904, is hereby amended as fol- 
lows, in regard to this treaty. 

The Council of the Court of Appeals meets publicly unless the ac- 
cused asks for a closed session or will not appear before the Council. 
The Council of the Court of Appeals after the examination of the 
accused person, if he appeared, and after having heard the prosecuting 
attorney as well as the accused or his counsel, renders its opinion with 
explanatory reasons on the request for extradition.
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The Council of the Court of Appeals decides: 

1) On the identity of the person requested with the arrested ; 
23 On the existence of the justificatory documents required 

by the treaty ; 
| 3) On the question whether the person arrested and the crime 

committed by him are among those for which extradition may 
be granted ; 

4) On the question whether there exists according to Greek law 
provision for penal action or penalty. | 

The Council of the Court of Appeals in addition proceeds to the 
examination of the bona-fides [stc] of the infraction attributed to the 
accused on the basis of the evidence officially presented by the State 
asking. for extradition to verify. that these proofs would allow the 
arrest and trial in Greece of the person whose extradition is requested 

| if the crime were committed on Greek soil, or (in the event extradition 
was asked by virtue of a condemnatory decision) that the crime or 
misdemeanor for which he was sentenced, is such as to have caused 
his extradition at the time of his conviction. It is to this extent only 
and in each case that the Council of the Court of Appeals may pro- 
ceed to the substantial examination of the infraction attributed to 
the arrested. | | 

A copy of the decision in every case is forwarded without delay to 
the Ministry of Justice through legal channels accompanied by all the 
documents relating thereto. 

' It may be observed that the procedure specified in the latter law, 
No. 4031, is that governing in the case of the present Extradition 
Treaty between the United States and Greece, and was that applied 
by the Greek Court in the Insull case, according to that Tribunal’s 
own interpretation. Actually the text of the law appears to corre- 
spond closely to the language of the existing treaty. The misunder- 
standing arises from the fact that according to the American inter- 
pretation of the text, the Court exceeded its legal powers in its exami- 
nation of the Insull case. | | 

The alternatives for the maintenance of some agreement on the 
subject of extradition between the United States and Greece accord- 
ingly appear to be: | 

1) The treaty can beso altered, as suggested by the Hellenic Foreign 
Ministry, as to bring it definitely into the category administered under 
the provisions of the Greek Extradition Law of February 7, 1904; this 
would of course imply a reciprocal obligation for American courts to 
follow an equivalent procedure with respect to applications for extra- 
dition made by the Greek Government. 

2) The notice of abrogation may simply be withdrawn in the hope 
that the Greek courts would in future cases show themselves to be more 
reasonable in the extent to which they insist upon pressing their 
examinations. 

Respectfully yours, Lincotn MacVracu
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211.68/150 

The Secretary of State to the Minister in Greece (MacVeagh) 

No. 379 WasuHineton, March 29, 1937. 

Sir: Reference is made to your despatch No. 1505, of January 22, 
1937, reporting your discussion of the proposed protocol of interpre- 
tation of the final clause of Article I of the Treaty of Extradition 
between the United States and Greece with the Chief of the Treaty 
Division of the Greek Foreign Office. 

The Department has noted Mr. Argyropoulos’ opinion that the 
protocol would not achieve the desired interpretation of the Treaty 
by the Greek courts and, incidentally, that the courts had correctly 
interpreted the language of the final clause of Article I in the Insull 
case. 

While the Department cannot, of course, insist upon acceptance by 
the Greek Government of the protocol, neither is it in a position to 
agree to an alteration of the Treaty so as to bring it in harmony with 
the provisions of the Greek Extradition Law of February 7, 1904, 
which applies to procedure under treaties of the type of the Extradi- 
tion Treaty between Greece and Belgium, nor does it desire merely 
to withdraw the notice of abrogation in the hope that the Greek 
courts will in future cases apply the Treaty in a manner more satisfac- 
tory to the Department than was done in the Insull case. 

Furthermore, the Department is impressed with the fact that the 
Greek Ministry of Justice has raised no objection to the proposed 
protocol. 

Under these circumstances, it is desired, if you perceive no serious 
objection to such a course, that you explain to the Foreign Office 
that, as it is impossible to harmonize the extradition procedure in 
the United States with Greek procedure under the Law of February 
7, 1904, it is the opinion of your Government that the proposed 
protocol, despite such misgivings as Mr. Argyropoulos may have as 
to the manner in which its language might be interpreted by the 
Greek courts, constitutes the best compromise arrangement available 
and therefore that your Government would be pleased to enter into 
this arrangement and trusts that the Greek Government will find 
its way to do so. 

Very truly yours, For the Secretary of State: 
R. Warton Moors
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211.68/153.: Telegram 

The Chargé in Greece (Shantz) to the Secretary of State 

| Atuens, August 2, 1937—2 p. m. 
[Received August 2—1:45 p. m.] 

59. Department’s instruction No. 379, March 29. Greek Govern- 
ment has accepted proposed protocol of interpretation of Extradition 
Treaty without change and has submitted Greek translation which has 
been carefully examined and found to be in full agreement with orig- 
inal. Please instruct. 

SHANTZ 

211.68/154: Telegram | 

The Secretary of State to the Chargé in Greece (Shantz) 

Wasuineron, August 9, 1937—5 p. m. 

34. Your 59, August 2,2 p.m. You are authorized to sign proto- 
col, transmitting one of signed copies to Department. 

Hun 

211.68/156 : Telegram 

The Chargé in Greece (Shaniz) to the Secretary of State 

ATHENS, September 2, 1937—2 p. m. 
[Received September 2—9: 45 a. m.] 

63. Department’s telegram No. 34, August 9, 5 p. m. Protocol 
signed today.” 

SHANTZ 

211.68/158 : Telegram 

The Secretary of State to the Chargé in Greece (Shantz) 

WASHINGTON, September 29, 19387—5 p. m. 

36. Your 63, September 2,2 p.m. In view of signing of protocol 
you should, if you have not already done so, withdraw notice of abro- 
gation given pursuant to Department’s 55, November 4, 1983, 11 a. m.” 

Hou 

“Printed as Department of State Executive Agreement Series No. 114. Text 
identical with draft protocol, p. 428. In despatch No. 2185, March 28, 1938, the 
Minister in Greece reported that the Greek Government had ratified the interpre- 
tative protocol by Emergency Law No. 1115 of February 26, 1938, making it 
legally effective as of the date of its signature (211.68/167). 

#2 Not printed.
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211.68/159 — 

The Chargé in Greece (Shantz) to the Secretary of State 

No. 1887 ATHENS, September 30, 1937. 
| | [Received October 19. | 

Sir: In reference to the Department’s telegram No. 36 of September 
29, 1937, I have the honor to report that I have today addressed a 

Note * to His Excellency John Metaxas, President of the Council and 
Minister for Foreign Affairs, formally withdrawing the notice of 
abrogation of the Extradition Treaty of May 6, 1931, between the 
United States and Greece, which was delivered to the Greek Govern- 
ment on November 6, 1933, pursuant to the Department’s telegraphic 
instruction No. 55 of November 4, 1933.” | | 

Respectfully yours, HaroipD SHANTZ 

7® Not printed. 
* Note dated November 5, 1933, Foreign Relations, 1933, vol. 1, p. 565.
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NEGOTIATIONS RESPECTING A NEW TREATY OF FRIENDSHIP, COM- 
MERCE, AND NAVIGATION BETWEEN THE UNITED STATES AND 

ITALY ;* TEMPORARY COMMERCIAL ARRANGEMENT SIGNED DECEM- 

BER 16, 1937? 

711.652/85 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, February 8, 1937—noon. 
[Received February 8—9:15 a. m.] 

| 50. My despatch No. 126, December 18, 1936.2 A report has reached 
me originating in the exchange control office of the Foreign Office that 
there is disappointment in Italian circles on account of the delay 
in proceeding with negotiations for the new Treaty of Friendship, 
Commerce and Navigation and also on account of our failure to re- 
spond to the Italian suggestions for a trade agreement transmitted 
in my despatch 126, December 18, 1936. Italian officials are aware, 
it appears, of the Department’s satisfaction at the joint denunciation 
of the 1871 treaty * and an impression seems to be current that the 
Department attaches more importance to the denunciation of the old 
treaty than to the conclusion of new arrangements for the improve- 
ment of trade between the two countries. 

In order to avoid any further suspicions of this nature I should be 
very grateful if the Department would send me the necessary instruc- 
tions as promptly as possible. In addition it would be helpful if 
I could be placed in a position through telegraphic instructions to 
advise Count Ciano*® of the Department’s impression of the Italian 
proposals in respect to the treaty as well as of the Italian suggestions 
looking towards a trade agreement. 

PHILLIPS 

* Continued from Foreign Relations, 1936, vol. 1, pp. 340-360. 
*The original draft prepared by the United States was modeled on the com- 

mercial treaty between the United States and Norway, signed June 5, 1928, with 
the provisions regarding consular relations omitted; Foreign Relations, 1928, 
vol. 111, p. 646. 

*Not printed, but see telegram No. 588, December 16, 1936, 6 p. m., from the 
Ambassador in Italy, ibid., 1936, vol. 11, p. 358. 

* See ibid., pp. 340 ff. ; for text of the Treaty of Commerce and Navigation, Febru- 
ary 26, 1871, see William M. Malloy (ed.), Treaties, Conventions, etc., Between 
the United States of America and Other Powers, 1776-1909 (Washington, Gov- 
ernment Printing Office, 1910), vol. 1, p. 969. 

-* Count Galeazzo Ciano, Italian Minister for Foreign Affairs. | 
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711.652/85 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

WasuinetTon, February 17, 1937—1 p. m. 

16. Your 50, February 8, 1937. The Department regrets that there 
should be any misapprehension on the part of the Italian Government 
in regard to our intentions in connection with the negotiations for the 
Treaty of Friendship, Commerce and Navigation. There is no desire 
whatsoever on our part to delay proceedings and Mr. Sayre ® so in- 
formed the Italian Ambassador on February 1st, adding that he hoped 
that negotiations might be concluded in time to permit the new treaty 
to be submitted to the Senate before Congress adjourned next summer. 

The report to which you refer may have had its origin in a despatch 
from Ambassador Suvich to his Government with respect to Mr. 
Sayre’s testimony before the House Ways and Means Committee when 
extension of the trade agreements act 7 was under consideration to the 
effect that negotiations with Italy were inactive. Suvich on instruc- 
tions from his Government called on Mr. Sayre about this February 
1, 1937, and Mr. Sayre explained to him that his testimony had refer- 
ence to trade agreement negotiations and not to treaty negotiations, 
that we were anxious to go ahead with treaty negotiations, and that 
we expected to make a counter proposal within the near future. 
We feel that as we are now in process of negotiating a basic treaty, 

we should confine our efforts to those negotiations. You should, there- 
fore, discourage any discussion of the trade agreement. We are 
anxious to reach an understanding with regard to the fundamental 
principles underlying the regulation of Italo-American trade and in 
attaining this end, it becomes of first importance that we reach a 
satisfactory agreement in respect of Article 8 of the proposed treaty. 

Far from being indifferent to the substitution of new arrangements 
for the present treaty, this Government is anxious to work out such 
arrangements well ahead of the time when the old treaty shall ter- 
minate when this Government might find itself under the necessity 
of suspending the generalization of our trade agreement concessions 
to Italian products. Moreover, since the success of trade agreement 
negotiations will depend upon the extent to which the commercial 
policies of the two countries can be reconciled, successful negotiations 
for the new commercial treaty will pave the way for effective trade 
agreement negotiations. 

A decision with reference to a counter proposal to the Italian draft 
of Article VIII has been somewhat delayed on account of extra work 

° Francis B. Sayre, Assistant Secretary of State. 
™The Trade Agreements Act of June 12, 1934, was extended by Joint Resolu- 

tion, March 1, 1937; 50 Stat. 24.
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in connection with renewal of the trade agreements act, but we expect 
shortly to forward instructions in this regard. In this connection, it 
should be noted that the Italian proposal has been in the Department 
only since the first of January whereas the Italian Government did 
not reply to our proposal until the expiration of over 2 months. 
From a tactical standpoint, we do not deem it feasible or practicable 

to give any indication of the Department’s impression of the Italian 
treaty or trade agreement proposals as a whole. With regard to the 
Italian suggestions looking to a trade agreement transmitted with 
your despatch No. 129 of December 21, 1936,° it was not the Depart- 
ment’s understanding that any expression of opinion by the Depart- 
ment was required and therefore no adequate study of the Italian sug- 
gestion to that end has so far been made here. 

You are authorized to use any of the foregoing in your conversations 
with the Italian authorities. 

Hvin 

711.652/82 

The Secretary of State to the Ambassador in Italy (Phillips) 

No. 56 WasuinerTon, March 17, 1987. 

- Sr: Reference is made to the Italian draft of the proposed new 
Treaty of Friendship, Commerce and Navigation enclosed with your 
despatch No. 126 of December 18, 1936, and to your despatch No. 129 
of December 21, 1936,° enclosing a draft of proposed trade agreement. 
We concur with your view that apparently one of Italy’s principal 

interests in treaty negotiations is in laying the foundation for a trade 
agreement to which it attaches more immediate importance than to 
the commercial treaty; and we are pleased to note that, nevertheless, 
the Italian delegation has agreed to the principle that commercial 
treaty negotiations shall precede trade agreement negotiations and be 
conducted apart therefrom. In view of this and the fact that the 
fundamental principles upon which we hope to base our commercial 
relations with Italy are those expressed in Article VIII of the pro- 
posed commercial treaty, we deem it of first importance, as indicated 
in my telegram No. 16 of February 17, 1937, to reach a satisfactory 
agreement in respect of that article. Accordingly, a redraft of Ar- 
ticle VIII, with the exception of the paragraph relating to exchange 
which will be forwarded to you as soon as possible, has been prepared 
and is enclosed herewith for presentation to the Italian Government. 

In presenting the draft you may say that study is being given to 
the other articles of the Italian proposal, but that because of the im- 

*Not printed. | | oO 
* Neither printed.
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portance of Article VIII to future trade relations we are hopeful 
that it may have first consideration. | 

There is also enclosed a memorandum which analyzes in detail the 
differences between our original draft and the Italian draft of Article 
VIII and explains the treatment accorded those differences in our 
counter proposal. In several instances, specific suggestions are made 
in the memorandum with respect to action to be taken by the Em- 
bassy. You are requested to consider such suggestions as if they were 
part of this instruction. Otherwise, the Embassy may make such use 
of the memorandum as it may deem appropriate and expedient. 

Our proposal in respect of Article VIII is the result of diligent 
effort to find a way whereby the foreign trade policies of the two 
countries can be reconciled and we are hopeful that it may be accept- 
able to Italy. | 

Very truly yours, For the Secretary of State: 
Franeis B. Sayrs 

{Hnclosure 1] : 

, Redraft of Article VIII 

With respect to (1) the amount and collection of customs duties 
or charges of any kind, including any accessory or additional duties 
or charges, coefficients or increases imposed on or in connection with 
importation, exportation, temporary importation, temporary expor- 
tation, or warehousing or transit; (2) the method of levying or 
collecting such duties, charges, coefficients or increases; (3) all rules 
and formalities in connection with importation or exportation; and 
(4) all laws or regulations affecting the sale, taxation, or use of im- 
ported goods within the country; any advantage, favor, privilege or 
immunity which has been or may hereafter be granted by either High 
Contracting Party to any article originating in or destined for any 
third country, shall be accorded immediately and unconditionally to 
the like article originating in or destined for the territory of the 
other High Contracting Party. 

Neither of the High Contracting Parties shall establish or main- 
tain any import or export prohibition or restriction on any article 
originating in or destined for the territory of the other High Con- 
tracting Party, which is not applied to the like article originating in 
or destined for any third country. Any abolition of an import or 
export prohibition or restriction which may be granted by either 
High Contracting Party in favor of an article originating in or 
destined for a third country shall be applied immediately and un- 
conditionally to the like article originating in or destined for the 
territory of the other High Contracting Party.



ITALY : 439 

If either High Contracting Party establishes or maintains any form 
of quantitative restriction or control of the importation, sale, or 
exportation of any. article in which the other High Contracting Party 
has a considerable interest, including the regulation of importations, 
sales or exportations thereof by licenses or permits issued to indi- 
viduals or organizations, the High Contracting Party taking such 
action: (1) shall establish the total quantity of any such article per- 
mitted to be imported, sold, or exported during a specified period, 
(2) shall immediately communicate to the other High Contracting 

‘Party the provisions adopted together with complete details with 
respect to the administration thereof, and (3) in the case of imports, 
shall allot to the other High Contracting Party for such specified 
period a proportion of such total quantity equivalent to the proportion 
of the total importation of such article which the other High Contract- 
ing Party supplied during a previous representative period, and (4) 
in the case of exports, shall allot to the other High Contracting Party 
for such specified period, a proportion of such total quantity equiva- 
lent to the proportion of the total exportation of such article which 
was supplied to the other High Contracting Party during a previous 
representative period, unless it be mutually agreed to dispense with 
such import or export allotment.- oo, 

[The provisions relating to exchange are omitted pending further 
consideration of the Italian proposal on this subject. A new draft 
of these provisions is expected to be ready shortly.] | 

In the event that either High Contracting Party establishes or 
maintains a monopoly for the importation, production or sale of a 
particular product or grants exclusive privileges, formally or in effect, . 
to one or more agencies to import, produce or sell a particular product, 
the High Contracting Party establishing or maintaining such mo- 
nopoly, or granting such monopoly privileges, shall, in respect of the 
foreign purchases of such monopoly or agency, accord the commerce 
of the other High Contracting Party fair and equitable treatment. 
In making its foreign purchases of any article such monopoly or 
agency shall be influenced solely by competitive considerations such 
as price, quality, marketability, and terms of sale. Either High Con- 
tracting Party shall supply such information with respect to the 
foreign purchases of every such monopoly or agency as the other 
Party may at any time request. | : 

The High Contracting Parties will consult with each other in 
respect of any matter presented by either Party relating to the appli- 
cation of the provisions of this article. 7 . 

* Brackets appear in the original. . re
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[Enclosure 2] . 

Memorandum on the Proposed Treaty of Friendship, Commerce and 
Navigation Between the United States and Italy 

A Comparative ANALYSIS OF THE ITALIAN COUNTER PROPOSALS OF 
DecEMBeER 15, 1936 in Resrvecr or Articte VIII anp Explanation 

oF A ProgECTED SECOND Proposat By THIS GOVERNMENT 

The important broad differences between the Italian proposal and 
our original draft of Article VIII are in the provisions relating to 
quantitative restrictions and foreign exchange (Italian Par. (d)— 
U.S. Par. 3). 

Under the terms of our original draft, neither country could estab- 
lish or maintain any import prohibition or restriction in respect of 
any article unless it admitted from the other country a proportion of 
the total quantity of such article permitted to be imported from all 
sources equivalent to the proportion supplied by the other country 
during a previous representative period. That is to say, Italy would 
be required to admit the restricted goods from the United States on 
the basis of the proportionate share formula, and vice versa. 

The Italian proposal differs sharply from the foregoing in that it 
does not require that an allotment based on the proportionate share 
formula or any other formula be accorded to the United States in 
respect of imports subjected to quantitative restrictions. It provides 
in effect that in case the Italian Government chooses to establish the 
restriction upon the basis of a share of the total importation for a 
fixed period of time either a proportionate share shall be accorded 
to the United States—albeit the Italian Government having within 
its discretion the choice of the base period—or the two Parties shall 
come to an agreement with respect to the quantity of goods to be 
admitted. 

The Italian proposal also omits reference to customs quotas and 
licensing restrictions and relates to exports as well as imports. Other 
Jess fundamental differences with respect to quantitative restrictions 
are analyzed elsewhere in this memorandum. 

As regards exchange, our original draft requires that exchange 
control shall be administered in such manner as to insure fair and 
equitable treatment in the allotment of exchange, and provides that 
the Party administering the control shall be guided by the principle 
that the share of total funds made available for settlement of commer- 
cial transactions which is allotted to the other Party shall not be less 
than the share employed for the settlement of commercial obligations 
to the nationals of such other Party during a representative period 
prior to the establishment of exchange control.
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The Italian proposal accepts in general the proposition that ex- 
change control shall be administered so as to insure fair and equitable 
treatment in the allotment of exchange. But in lieu of our provision 
which sets up the basis for allotment, the Italian proposal provides 
that if either Party considers that exchange restrictions may damage 
its interests as compared with the manner in which interests of third 
countries are treated, “it may demand the initiation of conversations 
in order to agree upon suitable measures to insure the transfer of sums 
paid by purchasers as the price of its importations effected within the 
agreed upon limits.” Judging from the character of Italy’s recent 
commercial agreements with other countries and from the background 
of trade agreement negotiations, the wording of this provision seems 
clearly to envisage the negotiation of agreements or arrangements 
which would have as their objective the balancing of trade between the 
two countries. Considering the present policy of this Government, 
it seems clear that we could not agree to a definitive treaty provision 
which would permit the conduct of commercial relations upon the 
basis of this principle. : 

711.652/89 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, April 24, 1937—4 p. m. 
[Received April 24—3: 40 p. m.] 

180. Department’s instruction 56, of March 17. The Director Gen- 
eral of Commercial Affairs in the Foreign Office has informed me 
this morning that. after giving very careful study to the redraft of 
article VIII of the proposed treaty of commerce the Italian authorities 
have reached the conclusion that it is impossible for them to resume 
discussions in regard thereto until the paragraph relating to exchange 
can be received and the article considered as a whole. It was also 
said that it would likewise be preferable to have the American sug- 
gestions regarding remaining articles of the proposed treaty. | 

The Foreign Office emphasized that it was anxious to expedite the 
treaty negotiations and therefore hoped it would be possible to receive 
these texts as soon as possible. | | 

- PHILLIPS 

711.652/82 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

| Wasuineton, May 1, 1937—11 a. m. 

73. Department’s instruction No. 56 of March 17, 1937. Our coun- 
ter proposal relating to foreign exchange is embodied in the following 

9826095429
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provisions which should be inserted between the third and fourth 
paragraphs of our redraft of Article VIII: 

“Tf either High Contracting Party establishes or maintains, directly 
or indirectly, any form of control of the means of international pay- 
ment, it-shall, in the administration of such control: 

(a) Impose no prohibition, restriction, or delay, on the transfer 
of payment for imports of articles the growth, produce, or manu- 
facture of the other High Contracting Party, or on the transfer 
of payments necessary for and incidental to the importation of 
such articles; 

(6) With respect to rates of exchange, and taxes or surcharges 
on exchange transactions, in connection with payments for or 
payments necessary and incidental to the importation of articles 
the growth, produce, or manufacture of the other High Contract- 
ing Party, accord unconditionally treatment no less favorable than 
that accorded in connection with the importation of any article 
the growth, produce, or manufacture of any third country; and 

(¢) With respect to all rules and formalities relating to ex- 
change transactions in connection with payments for or payments 
necessary and incidental to the importation of articles the growth, 
produce, or manufacture of the other High Contracting Party, 
accord unconditionally treatment no less favorable than is ac- 
corded in connection with the importation of the like article the 
growth, produce, or manufacture of any third country. 

With respect to non-commercial transactions each High Contracting 
Party shall apply every form of control of foreign exchange in a 
non-discriminatory manner as between the nationals of the other High 
Contracting Party and the nationals of any third country.” 

It will be noted that the last paragraph of Article VIII relating to 
consultation would apply in respect of the foregoing exchange provi- 
sions, 

Inasmuch as prohibitions and restrictions on the transfer of pay- 
ments are employed by some countries as a means of limiting imports, 
recent deliberations have led us to the conclusion that in order to render 
the most favored nation and the quota provisions in our trade agree- 
ments and treaties effective, and to discourage the accumulation of 
blocked commercial debts which usually lead to the diversion of trade 
through clearing and payments agreements, it is necessary to revise 
substantially our policy relating to exchange control. 

Accordingly, we have formulated a policy which, broadly speaking, 
is that we shall endeavor to have other countries agree (a) to act 
favorably and promptly upon all applications for exchange to pay for 
imports of American goods which are admitted into the other country 
and (6) to accord unconditional most favored nation treatment in 
respect of exchange rates and fiscal charges affecting payments for im- 
ports from the United States. Asa standard expression of that policy
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we have adopted the language contained in the first sentence of our 
counter proposal quoted above. As long as exchange control is em- 
ployed to limit imports, we shall endeavor to have the same language 
incorporated in all future treaties and trade agreements. 
We recognize that in certain circumstances Italy and other coun- 

tries may desire to protect their currencies by limiting the amount of 
exchange which can be used for commercial payments to the United 
States. Such limitation can be accomplished by Italy under our 
counter proposal, not by placing prohibitions or restrictions on the 
transfer of payments but by limiting the amount of imports within the 
formula relating to quotas, licensing, etc., set out elsewhere in Article 
VIII. 

Further, the operation of the provisions contained in the first sen- 
tence of our exchange proposal would not impose any obligation upon 
Italy in respect of that exchange which may be employed for purposes 
other than for payment for imports from the United States and for 
payments necessary and incidental to such importations. The provi- 

sions in the second sentence relating to non-commercial transactions, 
which have already been accepted by Italy, would govern other ex- 
change payments. The second sentence has been amended slightly by 
substituting the word “every” for the word “any” where “any” first 
appears. 

In presenting our counter exchange proposal] to Italian officials, the 
Embassy may utilize such of the foregoing information as it may deem 
appropriate and expedient. 

Hott. 

711.652/93 : Telegram 

The Ambassador im Italy (Phillips) to the Secretary of State 

Rome, May 31, 1937—9 p. m. 
[Received May 31—6: 45 p. m. | 

256. Department’s instruction No. 56 of March 17, 1987, and tele- 
gram No. 73, May 1,11a.m. The Director of Commercial Affairs of 
the Foreign Office has handed me a memorandum concerning article 8, 
of which the following is a translation: 

“1, There is no objection to the acceptance of the American text of 
article 8 except that at the end of the first sub-paragraph of the para- 
graph relating to exchange regulations the following addition is pro- 
posed ‘which are not applied to third countries’. | 

2. The text of the other articles of the agreement must be examined 
as a whole before a final reply can be given. 

3. As regards article 21 it is desired to maintain the period of 6 
months for the suspension of the provisions of article 8. _
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4. According to the agreements of the Stresa Conference,” Poland, 
Austria, Hungary, Czechoslovakia, Rumania, Yugoslavia, and Bul- 
garia are included as Danubian countries. 

5. It will be necessary to receive some indication as to the views of 
the American Government concerning the supplementary protocol. 

_ There would, however, be no objection to its signature at a later date 
subsequent to the signature of the principal agreement.” 

Giannini ” again stressed the hope that it would be possible to re- 
ceive the Department’s comments on the remaining articles as soon as 
possible in order that the treaty may be signed in time to be submitted 
to Congress before its adjournment. He also emphasized the im- 
portance which the Italians attached to their proposals for a trade 
agreement and stated he hoped it would be possible to Jearn whether 
they were considered suitable as a basis for further discussions. 
When may I expect to receive remaining articles of the treaty ? 
- : PHILLIPS 

711.652/98 ; Telegram 

The Acting Secretary of State to the Ambassador in Italy (Phillips) 

: | WasHINGTON, June 23, 19387—6 p. m. 

111. Your 256, May 31,1937. Following are the Department’s views 
with respect to the points discussed in the Foreign Office memorandum : 
_ 1) The Italian amendment of sub-paragraph (a) of our exchange 
proposal constitutes a vital change and would so radically alter the 
provision that it would fail to accomplish the objectives of this Gov- 
ernment in respect of the transfer of commercial payments. This 
leads us to believe that perhaps the Italian Government has not en- 
visaged clearly the meaning and import of the provisions in reference. 

By way of further explanation, we would point out that the under- 
lying purpose of sub-paragraph (a) as proposed by this Government 
is to supplement the most-favored-nation and import restriction pro- 
visions of Article 8 in such manner as will render those provisions 
effective and assure that American traders in Italy will in fact enjoy 
the kind of treatment stipulated. In this connection, it would seem 
obvious that if American traders can not receive payment for their 
goods exported to Italy or be certain that no prohibitions or restric- 
tions will be placed upon the transfer of commercial payments, trade 
would be restricted and channelized effectively even though it may 
be entitled to most-favored-nation treatment in tariff matters and 
fair and equitable treatment in respect to import restrictions as defined 

: * See British Cmd. 4880, Misc. No. 2 (1935): Joint Resolution of the Stresa 
Conference, including the Anglo-Italian Declaration and the Final Declaration, 
Stresa, April 14, 1935. 

* A. Giannini, Director of Commercial Affairs of the Italian Foreign Office,
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in the Article. Of course, the Article would afford Italian exporters 
exactly the same safeguards in the United States, should by any chance 
restrictions be imposed here. Currently, of course, we have no ex- 
change restrictions whatsoever on the transfer of normal commercial 
payments. 

This Government has given very careful consideration to the ques- 
tion of an exchange provision which will assure effective operation 
of the other provisions of Article 8 relating to treatment with respect 
to tariff matters and quotas. It has concluded that probably the pro- 
visions of our exchange proposal are the only solution. ‘The provisions 
of sub-paragraph (a) preclude the imposition of prohibitions or re- 
strictions on the transfer of payments for imports and thus assure 
that all permitted imports will be paid for. But at the same time 
these provisions in no way prevent the state from taking such action 
as may be deemed necessary, under certain circumstances, to protect 
its currency by limiting the amount of its total imports in accordance 
with the provisions of the Article relating to quantitative restrictions 
and thus limiting the amount of exchange which would be necessary 
to pay for permitted imports. : 

Under the Italian proposal, the only advantage that would be 
guaranteed would be that prohibitions or restrictions on transfers of 
payments for commercial transactions would not be imposed against 
American goods unless they were also imposed against the goods of 
other countries. But this would in no way protect us from a total pro- 
hibition of transfers to us or from discrimination against us in the 

allocation of whatever exchange may be granted by the control 
authorities. . : os 

Considering the foregoing, we hope the Italian Government, in the 
same cooperative spirit which has prevailed throughout the nego- 
tiations, will give further careful consideration of our exchange pro- 
posal of May 1, 19387. If after such reconsideration the Italians still 
find the language of our proposal unacceptable, this Government would 
appreciate receiving a counter proposal from the Italian Government 
which would have the effect of assuring that American exporters can 
receive prompt payment in foreign exchange for permitted importa- 
tions of their goods into Italy. 

For your information, should the Italians fail to present an ex- 
change provision which is satisfactory to this Government, we are 
considering the advisability of dropping Article 8 from the negotia- 
tions and concentrating on the conclusion of a general treaty of 
friendship, commerce and navigation which would contain no pro- 
visions relating to subjects of that Article. The problems involved 
in Article 8 might then be left for later negotiations.
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2) Final consideration is being given the Italian proposals with 
respect to the other articles of the treaty and it is expected that our 

| counter proposals will be forwarded to the Embassy within about 2 
weeks. : 

3) Reduction of the period during which Article 8 may be termi- 
nated to 3 months is a very vital part of our counter proposal of March 
17, 1937, and is necessary, we feel, because of (1) the concessions ac- 
corded Italy in that article, and (2) the changing character of present 
trade control methods. If the period be extended as now proposed by 
Italy, we feel that it would be necessary to revise again the text of 

Article 8. 
4) The Italian amendment of Article 19 as proposed on December 

15, 1936," is so broad in its terms that it would nullify to a large ex- 
tent the effectiveness of Article 8. It is therefore unsatisfactory to 
this Government. We are disposed to agree, however, to the inclu- 

sion of qualified exceptions in respect of Danubian countries and 
Albania, but in order that we may give the subject appropriate con- 
sideration, it is necessary that the Italian Government supply this 
Government with information in respect of the following in writing: 

a) Which countries does Italy desire to be included in the 
amendment ? 

6) Precisely, what are the advantages now accorded to such coun- 
tries which conflict with the provisions of the treaty? As regards 
trade matters, what are the specific tariff, tax, quota, exchange and 
other advantages now accorded these countries ? 

c) Are the advantages in reference intended to come within the 
purview of recommendations of the Stresa Conference, the Rome 
Protocols, or any other European scheme for economic assistance to 
Central and Eastern Europe? 

5) We are not clear as to what is meant by “the supplementary 
protocol”. Does this have reference to the questions involved in 
Article 20 relating to the territorial application of the treaty? 

With reference to the Italian proposals for a trade agreement, 
studies are being made, as you are aware, of the commodities entering 
into trade between the two countries and of the possible concessions 
to be requested or granted. These studies are not as yet sufficiently 
advanced for the Department to make fully considered comment on 
the Italian proposals. 

You may bring the foregoing information and inquiries to the at- 
tention of the Foreign Office in such manner as you may deem ap- 
propriate and at the same time express this Government’s apprecia- 
tion of the friendly spirit in which the negotiations are being con- 

* Article 19 provided for certain exceptions to the treaty. The Italians pro- 
posed that the stipulations of the treaty not extend to the advantages then 
accorded by Italy to countries of the Danubian Basin and to Albania,
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ducted. It is still our hope that they may be concluded in time to 
permit the treaty to be presented to the Senate before the adjourn- 
ment of Congress. 

WELLES 

711.652/99 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, July 10, 1937—11 a. m. 

| [Received July 10—8: 45 a. m.] 

320. My 318, July 7,2 p.m. Ina further conversation with Sen- 
ator Giannini today he stated that the Italian Government would now 
be prepared to accept the American exchange proposals contained in 
article 8 of the proposed conventions provided it could receive some 
assurance regarding the possibilities of subsequently concluding a 
trade agreement. Senator Giannini again stated that he hoped that 
it would be possible to obtain further information regarding the 
American views with respect to the Italian suggestions for a trade 
agreement. He added that while he himself would be absent from 
Rome for the next 3 weeks he would return if necessary to conclude 
the negotiations. 

PHILiies 

711.652/101 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rog, July 14, 1937—6 p. m. 
[Received July 14—3: 40 p. m.] 

829. In the hope that the negotiations for the treaty of friendship 
and commerce are nearing the point of successful conclusion, may it 
not be possible at the present time to give consideration to the two 
points with respect to which discussion has up to now been reserved 
for the reasons set forth in my 533, December 16, 6 p. m.,® namely, the 

preamble and article 20? 
With respect to the first of these it is my understanding that both 

the United States and Italy signed the multilateral convention con- 
cluded at Montreux in May of this year for the abolition of capitula- 
tions in Egypt * and I presume that in this connection no difficulty 
wag raised if the title “King Emperor” was used in the designation of 

“Not printed. 
* Foreign Relations, 1936, vol. 1, p. 358. . 
6 See pp. 615 ff.; for text of convention signed May 8, 1987, see Department of 

State Treaty Series No. 939, or 53 Stat. 1645.
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the Italian plenipotentiary.” Furthermore, would there be any legal 
distinction between the acceptance by the United States Government 
of the credentials of the Italian Ambassador in Washington made 
out in the name of the King Emperor and the signature of a treaty 
which the American representative signs on behalf of the President 
and the Italian representative on behalf of his? 

Should it be considered that article 20 which extends the provisions 
of the treaty to include all territories over which the parties respec- 
tively claim and exercise dominion as sovereign may give rise to 
questions involving recognition; might it not be possible to omit this 
article from the present treaty and at some subsequent date conclude 
a separate agreement relating to the colonies and dominions? 

I should appreciate the Department’s preliminary views on the 
foregoing point for possible use in the event that the Foreign Office 
brings them up for discussion. 

| PHILLIPS 

711.652/101 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

| | WASHINGTON, July 16, 1937—7 p. m. 

125. Your 318% and 320 of July 7 and 10, 1937. We are very 
much gratified that the Italians have indicated a disposition to accept 
our text of Article 8 including the exchange provision. However, we 
do not consider that an agreement has been reached in respect of that 
Article in the absence of a definite understanding on the important 
related question of the exceptions proposed by Italy in Article 19 
(preferences to Danubian countries) concerning which certain infor- 
mation was requested of the Embassy last March (Instruction No. 
56 of March 17, 1937) and again in the Department’s telegram No. 111 
of June 23, 1937. Until such information is received we are not in 

position to give final consideration to this question, since if this were 
left open to arbitrary interpretation the exceptions which the Italians 
might invoke thereunder could conceivably nullify the effect of the 
provisions of the article. . 

As the Embassy is doubtless aware, it was decided some months 
ago that in these cases in which negotiations have been inactive for a 
considerable time formal public announcement of the intention to 
resume negotiations would be made, in the event negotiations are 
resumed, in order that interested persons might have an opportunity 
again to present their views. Also, the country committee will re- 

For correspondence with regard to the matter of the title “King Emperor”, 
see Foreign Relations, 1936, vol. 111, pp. 219 ff. 

* Not printed.
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quire considerable time to bring up to date the statistical information 
prepared in 1935 and to prepare appropriate desiderata and examine 
thoroughly the Italian proposals. 

Considering the large amount of work which these activities would 
involve, we hesitate to place the necessary machinery in operation 
until an agreement has been reached in respect of Article 8 and the 
vitally related question of the exceptions proposed by Italy in respect 
of Danubian countries. Once such an agreement has been reached, we 
would be ready to proceed at once to take all the necessary steps to 
enter into trade agreement negotiations and to give consideration to 
all important products entering into the trade between the two 
countries. 

It will be readily seen that any expression of our views with respect 
to the Italian trade agreement proposals which would be of practical 
value would involve a statement of our possible objections thereto and 
a presentation of counter proposals. The presentation of such a state- 
ment to the Italians, obviously, would amount to entering into negotia- 
tions at a time when a final agreement has not been reached in respect 
of Article 8. | 
Although it is not at all our intention to delay trade agreement dis- 

cussions, we would not like to have such discussions slow up negotia- 
tions for the commercial treaty which we are particularly anxious to 
expedite and, if possible, to complete in time to present to the Senate 
at the present session of Congress. 

Instructions with respect to all of the remaining articles of the pro- 

posed treaty of commerce and navigation are being circulated for 
initial. 

Hui 

711.652/108a 

The Secretary of State to the Ambassador in Italy (Phillips) 

No. 163 Wasuineaton, August 9, 1937. 

Sir: With reference to your despatches Nos. 126 and 134 of Decem- 
ber 18 and 24, 1936,)° and the Department’s instruction No. 56 of March 
1%, 1937, there are enclosed our counter proposals in respect of all of 
the remaining Articles of the proposed new Treaty of Friendship, 

Commerce and Navigation.” 
In order that you may have complete information in respect of the 

points at issue, there is enclosed a memorandum * in which the several 
treaty provisions, the significant differences between our original pro- 
posal and the Italian draft, and the treatment accorded those differ- 

* Neither printed. 
* Counterproposals not printed. 
™ Not printed.
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ences in our counter proposals are analyzed and discussed in detail. 
It will be noted that in a number of instances specific suggestions are 
made in the memorandum with respect to action to be taken by the 
Embassy. These suggestions should be complied with as if they were 
a part of this instruction. 7 

It would seem advisable to incorporate important explanatory 
statements of our position in respect of the several changes in the 
treaty provisions proposed by Italy in a note and transmit it to the 
Foreign Office together with the counter proposals. However, the 
Embassy may exercise its discretion in this regard. It is not necessary 
that the precise language of the memorandum in respect of the ex- 
planatory statements be employed, but care should be taken that no 
inaccurate meaning or construction be placed upon any of the treaty 

provisions. 
As regards the several instances in which the Embassy is requested 

to obtain information, it is within your discretion as to whether the 
inquiries should be made of the Italian Government or of other 
sources. In the event that inquiries are made of the Italian Govern- 
ment and the information supplied by it is inadequate, effort should be 
made to secure the information from such other sources as the Em- 
bassy may have at its command. The Department has been handi- 
capped to some extent in the preparation of its counter proposals by 
the lack of information in respect of certain Articles. 

In your discussion of Article I of the Italian proposal, you indicate 
that the Italian delegation is desirous of obtaining information with 
respect to any distinction made in the United States by the provision 
of local or State laws between the treatment of nationals and the treat- 
ment of aliens in the exercise of any of the activities under reference 
in that Article. In response to this request, there are enclosed memo- 
randa entitled “The Rights of Aliens With Respect to the Acquisition 
of Real Property in the United States” and “Requirements of the 
Legislation of Certain States of the United States With Respect. to 
the Occupations of Aliens”, ? both of which you may present to the 
Italian Government if you perceive no objection thereto. 

As regards the last mentioned memorandum, it should be explained 
to the Italians that the data has been compiled from the work of a 
writer who is not employed by this Government but that it is, never- 
theless, believed to be accurate as regards State laws in force in 1938. 

All written communications from the Italian Government should 
be translated very closely and copies of such communications as they 
appear in the Italian language should be transmitted to the Depart- 
ment together with the translations thereof. 

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

= Neither printed.
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611.6531/875 

Memorandum by the Chief of the Division of Trade Agreements 
(Hawkins) 

[ Wasuineton,] August 25, 1937. 

Referring to my memorandum of August 23, 1987,22 Mr. Capo- 
mazza ™ called again in regard to the question of the status of Italo- 
American commercial relations in the interval between the signing of 
the pending commercial treaty and its coming into force after approval 
by the Senate. Mr. Capomazza said that he needs to cable his Gov- 
ernment as to what we would be in a position to do in regard to this 
matter. In reply to my inquiry he stated that he was assuming that 
a mutually satisfactory treaty would have been worked out and 
signed, and that the question he now raises pertains only to the situa- 
tion following the actual signature of the treaty and prior to its com- 
ing into force. 

He said that the Ambassador had obtained the impression from Mr. 
Sayre some time ago that an exchange of notes might be entered into 
prolonging the effectiveness of the old Treaty of 1871 pending the 
coming into force of the new one. I told him that I was not sure that 
Mr. Sayre had in mind that the exchange of notes would take precisely 
this form; that there might be some legal obstacle to prolonging a 
treaty by an executive agreement, but that if this is so, some other 
arrangement might be worked out. Mr. Capomazza said that the 
Embassy would like to reply by telegraph to the inquiry received 
from Rome on this subject, and asked whether we could give him any 
more definite indication of what might be done to meet the situation 
to which he refers. I told him I would submit the matter to the ap- 
propriate officers of the Department and see whether we could not 
tell him something more definite in the course of a few days. He said 
that he would greatly appreciate it if we could let him know by next 
Monday. 

Mr. Capomazza indicated in the course of the discussion that what 
the Italian Government is concerned with is the President’s letter of 
instructions to the Secretary of the Treasury under which the applica- 
tion of our trade agreements rates to Italian products would be sus- 
pended as soon as the present treaty obligations lapse. 

Harry C. Hawkins 

* Not printed. 
* Nobile Benedetto Capomazza, Secretary of the Italian Embassy. |
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711.652/120 D8 

Memorandum by the Chief of the Division of Trade Agreements . 
(Hawkins) | 

Hoe | [Wasmineron,] September 2, 1937. 

Mr. Sayre today handed to Don Marcello del Drago * the attached 
memorandum * in response to the question raised by the Italian Em- 
bassy concerning the status of Italo-American commercial relations 

in the interval between the signing and the coming into force of the 
new treaty of commerce and navigation. In the course of the dis- 
cussion, Mr. Sayre emphasized the hope that the new treaty could 
be signed before the old one lapses, and that pending the coming into 
force of the new treaty the Italian Government would be in a position 
to apply the provisions for non-discriminatory treatment and thus 
make it possible for the United States to continue to extend to Italy 

the benefit of our trade-agreement rates. Don Marcello del Drago 
inquired as to the prospects of signing the new treaty before the old 
one lapses and was informed by Mr. Sayre that we will do everything 
we can to expedite the negotiations, but that, whether the agreement 
can be concluded in the time indicated, depends on whether Italy will 
find it possible to agree to the provisions which we consider indis- 
pensable. 

611.6531/378 | 

The Chargé in Italy (Reed) to the Secretary of State 

No. 570 Rome, September 17, 1937. 
[Received September 22.] 

Srr: With reference to the Department’s Instruction No. 167 of 
‘August 17, 1937,% I have the honor to report that Mr. Henry Grady, 
‘a member of the United States Tariff Commission, arrived in Rome on 

September 15 and remained until September 17. 
' The Embassy arranged appointments for Mr. Grady with Mr. 
Felice Guarneri, Undersecretary for Trade and Foreign Exchange; 
Senator Giannini, Head of the Commercial Department of the Foreign 
Office, and Mr. Emanuele Grazzi, Chief of the Transoceanic Depart- 
ment of the Foreign Office. In his conversations with these officials 
Mr. Grady discussed informally with them matters of interest bearing 
upon trade between Italy and the United States and explained for 
their benefit the fundamental principles governing United States 
foreign trade policy. | 

* Wirst Secretary of the Italian Embassy. ~ 
* Not printed.
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A copy of a memorandum prepared by the Embassy’s Commercial. 

Attaché of Mr. Grady’s conversation with the Undersecretary for 

Trade and Foreign Exchange on September 16 is transmitted here- 

with at Mr. Grady’s request. Mr. Grady considers this the most 
important and significant of the various conversations in which he 
engaged here. Furthermore, it covered fully all the points which 

were discussed in his subsequent talks at the Foreign Office. | 
When calling on Mr. Guarneri, Mr. Grady was accompanied by Mr. 

Livengood, the Embassy’s Commercial Attaché, while Mr. Reber, 

Second Secretary, was present at his interviews with Messrs. Giannini 
and Grazzi. 

The Embassy is very decidedly of the opinion that Mr. Grady’s 
visit to Rome has been extremely helpful in clearing up any doubts 
and misunderstandings which the competent Italian authorities may 
have had concerning our foreign trade policy and in reassuring them 
of our sincere desire to cooperate to the fullest extent possible in 
mutual efforts to improve commercial relations between the two 
countries. 

Respectfully yours, Epwarp L. Reep 

[Enclosure] 

Memorandum by the Commercial Attaché in Italy (Livengood) 

| Rome, September 16, 1937. 

At Prof. Guarneri’s invitation, Dr. Grady called at the Under- 
secretariat at 6.30 on September 15, and a general discussion was held 
with regard to certain basic principles and procedure followed by the 
United States in the Trade Agreements program. At the conference 
with Prof. Guarneri were Gr. Uff. Manlio Masi, Director General for 
Commerce (of the Undersecretariat) and Ing. Da Gignano Bonaini, 
who is concerned with American affairs in the Treaty office of the 
same Undersecretariat. The Commercial Attaché accompanied Dr. 
Grady. 

Dr. Grady referring to special concessions accorded by Italy to 
Danubian countries, said that we desired to know the commodities in 
which these concessions are granted, their amount and kind, and the 
countries concerned. Moreover, we wished to be assured (1) that 
these concessions would not be a means by which American trade in 
products of proper interest to us could be injuriously affected, and 
(2) that we should be kept informed in case new concessions should 
be contemplated in the future. 

Prof. Guarneri replied that the questions had already been re- 
ceived, and replies supplying the desired information would be given 
the Embassy. The special concessions applied to Austria and Hun-
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gary. They were accorded by Italy in a period of “dramatic need” 
on the part of those two countries, when wheat and livestock prices 
were excessively low. The concessions were not reciprocal, as Italy 
received nocountervalue. The conditions which led to the concessions 

have now greatly changed, and Italy’s policy is not to add to them, 
but is in the opposite direction. “We would gladly donate these coun- 

tries to you”, said Prof. Guarneri. 
Guarneri declared that he was very desirous that a Trade Agree- 

ment be concluded between Italy and the United States, that he at- 
tached such importance to the realization of this that in the general 
clauses of the Treaty now under negotiation, he had consented to 
the suppression of various Italian objections to the American text. 

Dr. Grady explained that under the Trade Agreement policy Ameri- 
can tariff concessions on a given product are given to the country 

which is a principal, or at least an important supplier to the United 

States; that under this principle no product of which Italy is a lead- 

ing supplier would be excluded from consideration for possible tariff 

reduction—although the result of the consideration would of course 

be determined by the negotiations. For commodities in which Italy 

has a secondary interest, the most-favored-nation clause would assure 

to Italy any tariff concessions granted to other nations. 

In various Trade Agreements, the United States has already ac- 

corded reductions on over 500 tariff items, and as there is every in- 

tention to push the Trade Agreements program vigorously forward, 

the benefits which should accrue to Italy by virtue of the most-favored- 
nation clause should be important. In this connection, agreements 
are envisaged with Great Britain and various British Dominions, 
and the concessions which would be involved should be of material 

interest to Italy. 
Up to the present, the advantages to Italy of American tariff re- 

ductions have been less in evidence than they would have been had it 

not been for the suspension of negotiations with Spain—with which 
country it had been contemplated that negotiations would be carried 
forward simultaneously with the Italo-American negotiations. 

While in granting tariff reductions, the United States expects a 
quid pro quo, the spirit guiding the decisions taken is a generous 
one. When a Trade Agreement with Italy was under discussion 
over two years ago, a preliminary survey was made of concessions 
which might be made to Italy, and the American officials were of 

the opinion that these concessions, if granted, would make possible 
a very substantial increase in Italian exports to the United States. 

At this point Prof. Guarneri remarked : “What was not done then, 

can be done now”. 
Dr. Grady explained clearly that notwithstanding Italian quota re- 

strictions, monopoly purchases, exchange control, etc., the United
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States must demand for its products as large a proportionate partici- 
pation in the Italian market as had been enjoyed before the system 
of controls was initiated. This proportionate participation must apply 
to all forms of control including the allocation of foreign exchange. 

Prof. Guarneri stated that this principle had been acceded to by 
Italy in connection with the treaty now under negotiation. He also 
recognized the principle of making tariff reductions to principal sup- 
pliers of the relative articles, a principle which, he said, Italy alse 
followed. 

Ing. Bonaini remarked that a list of tariff concessions desired by 
Italy had been submitted, but that no reaction from the American side 
had been received. Prof. Guarneri added that it was desirable for 
Italy to know what concessions could be had, since, if the resulting in- 
crease in exports should be sufficiently large, it might enable him to 
suppress the system of quotas and controls. 

Dr. Grady explained that the question of concessions was one which 
it was desirable to take up apart from the treaty. When the treaty is 
signed, the way will be cleared for negotiating a trade agreement, in 
which matters of the kind referred to would be involved. | 
Throughout the conversation, Prof. Guarneri indicated a most 

earnest desire that negotiations for a trade agreement be started as 
soon as possible. He stated, incidentally, that he was by training and 
economic theory against the system of trade restrictions, but that 
under present conditions Italy had no choice but to follow such a 
policy. “With our small gold reserve, we can not take the chance of 
eliminating the control at present”. : 

In the course of the conversation, he declared most emphatically 
that in case the franc should be further revalued, the lira would not 
follow. Regarding a tripartite monetary agreement, he said that the 
peculiar circumstances affecting Italy prevented Italy’s participation 
at this time. (Possibly his meaning was that Italy was not prepared 
to participate in guaranteeing the franc). 

(In a conversation having no connection with the conference re- 
viewed above, Comm. C. Ruggieri, representative in Italy of the Chase 
National Bank, in discussing Italian financial matters with Dr. Grady, 
expressed the opinion that there would be no devaluation of the lira 
in the near future. Ruggieri seemed to think that for perhaps five 
years stability in the exchange relationship of the lira could be logi- 
cally expected. On the other hand, the progressive cumulation of the 
national debt may be followed eventually by some form of drastic 
capital levy by which a percentage of the value of national bonds 
would be wiped out through governmental action. This, in Ruggieri’s 
opinion, would be purely of internal application, and the lira would 
not be affected in its exchange value). 

Cuaries A, LivENGoop
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711.652/110 : Telegram | 

| The Chargé in Italy (feed) to the Secretary of State 

) Roms, September 23, 19387—6 p. m. 
| [Received September 23—4: 05 p. m.] 

425. Department’s instruction No. 163, August 9. At a full meet- 
ing of the Italian Commercial Treaty Commission yesterday, at which 
Commercial Attaché and I were present, Giannini handed me a memo- 
randum replying to the Embassy’s memorandum which accompanied 
our counterproposals. The memorandum and Giannini’s explana- 
tory comments thereon are in effect substantially as follows: _ 

Article1, paragraph1. The Italian Government agrees to eliminate 
mention of agricultural and maritime work. With respect to Depart- 
ment’s inquiry regarding construction of words “local law”, it is stated 
that this term is intended to mean the law applicable territorially (that 
is, throughout Italy but not in the colonies) and consequently as far 
as concerns Italy the term refers to the Italian laws and in the United 
States to the laws in force in the individual states as well as the federal 
laws. 

With respect to the professions which can be exercised in Italy, it is 
pointed out that Italian legislation prohibits foreigners from engaging 
in the professions of notary, lawyer, procurator and accountant. Ital- 
ian legislation permits, but only on a reciprocal basis, the exercise by 
foreigners of medical and agricultural professions as well as those of 
engineer, architect, chemist, land surveyor and industrial expert. 

No particular observations are made with regard to the other para- 
graphs of this article and the memorandum states in conclusion that 
“Italy accepts the draft of article 1 except for the limitation qualifying 
the most-favored-nation clause as Italy cannot admit that such clause 
apply only to favors subsequent to the conclusion of the treaty, and 
the phrase proposed by the United States is contrary to the application 
which has hitherto been made of the clause in question which, more- 
over, by its very nature does not permit of a different application”. 

Articles 2 and 3 are accepted without change. 
Article 4, paragraph 1. The word “procuratori” is the Italian 

equivalent of the English phrase “those acting for them”. Giannini 
explained that there was no other suitable equivalent of this phrase in 
the Italian language. This article and article 5 are accepted with- 
out change. 

Article 6. The Italian observations regarding this article read 
textually as follows: 

“The text proposed by the American Government cannot be ac- 
cepted by the Italian Government because it adheres exclusively to 
the law of the United States. Respecting the previous Italian pro-
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posal it is observed that that proposal relates to the provision of the 
Italian law which in certain cases requires the citizen naturalized 
foreigner to perform military obligations. Incase the American Gov- 
ernment should not wish to accept the Italian proposal thus explained 
it 1s proposed to return to the provision in article 3 of the existing 
treaty to be revised to read as follows: 

‘Italian citizens in the United States of America and citizens of the United 
States in Italy shall be exempt from any obligation of military service. 

They shall likewise be exempt from any requisition or service (prestazione) 
such as foreed loans and any special extraordinary contribution imposed in time 
of war or because of any other exceptional circumstances. 
Exception is made of charges connected with the possessing and leasing of 

real property as well as military services (prestazioni) and requisitions to 
which the nationals and citizens of the most-favored-nation may be subjected as 
proprietors, tenants or lessors of real property.’ 

In case the foregoing is not acceptable it is suggested that the article 
be suppressed entirely.” 

Article 7. The American formula is accepted. It is pointed out. 
in every particular that “freedom” cannot refer to “territories” but 
can only refer to the “high contracting parties.” 

While not insisting on the point Giannini said that the Italian Gov- 
ernment would prefer to eliminate the words “the territories of” from 
the first line of this article. 

Articles 8 to 13 (6) inclusive are accepted without change and the 
Italian Government agrees to withdraw articles 18 (c) and 18 (d). 

Our proposed revision of article 13 (¢) is accepted. Giannini, how- 

ever, said he hoped that Italian fishing vessels complying with article 
12 would not be considered as excluded from the benefits of this 
article by the provision contained in article 19. | 

The Italian Government withheld article 18 (f) and accepts our 
revision of article 13 (¢). 

Articles 14 to 18 inclusive are accepted without change. 
Article 19. Italy insists upon the inclusion of provision reading: 

“The stipulations of this treaty do not extend to the advantages now 
accorded or which may hereafter be accorded by Italy to countries 
of the Danubian basin and to Albania”. 

Otherwise our counter-draft of article 19 is accepted, Giannini stat- 
ing that his Government would be glad to receive as soon as possible 
our suggestions for the revision of the first paragraph. 

In response to our request for information concerning present pref- 
erences granted by Italy which Italy desires to exempt for the appli- 

cation of the treaty provisions the memorandum states “since nego- 
tiations are already in progress for suppressing the preferential 
regimes the Italian Government considers that it would be useless to 
furnish the explanations requested.” Enlarging on this statement 
Giannini said that it was expected that practically all of the existing 
preferential arrangements would be done away with by January 1, 

982609—54——30



458 FOREIGN RELATIONS, 1937, VOLUME II 

1938 although it was possible that some would remain in effect there- 
after either in their present form or with modifications. He added 
that as negotiations to this end were now going on, any information 
which Italy might submit in response to the Department’s inquiry 
would probably be out of date by the time it reached the Department. 

Article 20. The Italian comment on this article reads as follows: 
“Up to the present there has been no discussion of the extension of 
the treaty to the colonies. If the question is raised by the American 
Government it will have to be subjected to study. In every particular 
it should be pointed out in a preliminary way that the extension of the 
treaty to the colonies would have to be governed by special regula- 
tions as a full extension of the treaty to the colonies is impossible.” In 
explanation of this statement Giannini observed that the provisions 
of no general commercial treaty could be extended to the Italian colo- 
nies until after certain measures had been determined upon and put 
into effect. He mentioned specifically in this connection the matter of 
fixing import contingents for the colonies and certain restrictions ap- 
plying even to the activities of Italians in the colonies which were still 
being studied. 

Articles 21 and 22 accepted without change. 
Copy of memorandum will be forwarded by tomorrow’s pouch.” 

ReeEp 

711.652/110: Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

WasuinetTon, October 19, 1937—5 p. m. 

168. Your 425, September 23, 1937, and Reber’s memorandum of 
conversation with Matoli,” August 30, 1937." 

1. You should inform the Italian authorities that we are gratified 
with the progress thus far made in these negotiations and appreciative 
of the spirit of cooperation shown by the Italian Government. You 
should say further that this Government is prepared to cooperate to 
the end that the treaty may be signed and the provisions of Article 
VIII be brought into operation at an early date; and thereafter to 
begin discussions concerning the basis for a trade agreement. 

2. An outstanding question to be settled before treaty negotiations 
can be concluded or, in any case, before trade-agreement negotiations 
can be formally instituted, is that presented by the Italian proposal 

* The memorandum was transmitted to the Department by the Chargé in his 
despatch No. 579, September 24; neither printed. 

* Of the Commercial Section of the Italian Foreign Office. 
» Not printed.



ITALY 459 

for broad exceptions to the most-favored-nation clause in respect of 
preferences to Albania and countries of the Danubian Basin. This 
proposal would permit preferential treatment to eight countries repre- 
senting a considerable part of the territory of Europe with no limit 
whatsoever on the products which could be affected or on the extent 
of the disadvantage to which competing American products might be 
subjected in the Italian market. It is understood that several of the 
countries covered by the proposed exception are not now receiving 
preferential treatment in Italy. Thus, under a treaty which would 
require the United States to continue to extend to Italy duty reduc- 
tions under existing and future trade agreements, with the sole ex- 
ception of the one with Cuba, American trade might be subjected to. 
new competitive handicaps in the Italian market of very considerable 
importance. In view of these considerations and of the importance 
which this Government attaches to the most-favored-nation clause as 
a basic principle of commercial policy, the Italian authorities will 
doubtless fully appreciate the difficulties presented by their proposal. 

3. It is not our intention to object to the granting of all preferences 
of the kind in question, but we feel that the products on which, and 
the countries to which such preferences may be granted in derogation 
of the most-favored-nation clause should be specified, and that the 
character and degree of preference accorded on these products should 
be agreed upon and stated. In the case of products of any consider- 
able interest to the United States, the degree of preference should not 
be such as to exclude the American products from the Italian market 
nor to prevent them from participating substantially therein. Our 
several requests for information as to the preferences now granted 
were made in order to facilitate the formulation of proposals along 
the lines above indicated. You should advise the Italian authorities 
in this sense and suggest that in lieu of providing the information 
heretofore requested, they may wish to submit, as a basis for discus- 
sion, a list only of the products on which they desire to grant preferen- 
tial treatment, indicating for each product the nature and amount of 
the proposed preference and the country or countries to which it would 
be granted. You may say that if such a list could be submitted in 
the near future, it might be possible to reach agreement on the provi- 
sion to be included on this subject in the treaty now under negotia- 
tion in time to permit its signature before the old treaty expires. 

4, In the same spirit of accommodation which has characterized 
the negotiations thus far we do not, however, wish to take any posi- 
tion which would delay the conclusion of the treaty unduly and are 
ready to adopt any procedure, consistent with attaining a satisfactory 
adjustment of the matter above discussed, which will facilitate the 
early conclusion of the treaty. Accordingly, if it appears that the



460 FOREIGN RELATIONS, 1937, VOLUME II 

negotiations in respect of preferences cannot be completed within the 
time indicated, we would be prepared to consider including in the 
treaty suitable provisions of a temporary character and to leave the 
final disposition of the Danubian preference problem for settle- 
ment in connection with subsequent trade-agreement negotiations. 
If it should be necessary to adopt this procedure, the treaty might 
provide that, as a temporary measure pending the negotiation of a 
trade agreement or other suitable arrangement, this Government 
would not invoke the provisions of Article VIII in respect of customs 
tariff preferences now granted to specified countries in the Danubian 
area. However, it would be necessary in order to determine whether 
such an arrangement would be feasible to have the information. pre- 
viously requested regarding the preferences now accorded. The in- 
formation is desired also for possible use in connection with obtain- 
ing Senate approval of the treaty. Our definitive treaties are not 
ratified except upon the advice and consent of the Senate. The Sen- 
ate accords such treaties very close scrutiny and should the Executive 
be unable to supply full information, he may be subjected to embar- 
rassment and the treaty may fail to receive Senate approval. 

5. If the plan under 4 above were adopted, we would be prepared 
after the treaty has been concluded, to enter into confidential discus- 
sions embracing the subject of Danubian preferences as a preliminary 
to the initiation of trade agreement negotiations. However, in any 
event, it would be necessary to find a satisfactory solution of the pref- 
erence problem before trade agreement negotiations could be formally 
instituted. 

6. For your information and appropriate use, the word “embracing” 
in the preceding paragraph is used advisedly. In any discussions you 
may have with the Italian authorities, you should make it clear that we 
are not, of course, committing ourselves to proceed with definitive 
trade agreement negotiations before the general bases have been ex- 
plored and we are sure that the negotiations would not break down 
following announcement on other grounds than those discussed in this. 
cable. If it seems desirable you may orally cite as an example that. 
prior to announcement of trade agreement negotiations, we would need 
to arrive at an understanding that Italy would not have as one of its. 
objectives the alteration of the balance of trade, but would agree that 
any agreement should result in a roughly equivalent expansion of 
trade in both directions, 

~. Department wishes to be assured that its understanding and the- 
understanding of the Italian Government of the main provisions of 
Article VIII is identical. Will you therefore at a suitable point in 
the discussion ask the Italian authorities orally to confirm the De- 
partment’s understanding that the provisions of Article VIII such.
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as the obligation to allocate proportional quotas to the United States 
will apply to Italy’s total imports of the commodities concerned, in- 
cluding those from countries with which it may have special trade 
arrangements such as compensation and clearing agreements (leaving 
out of account the limited Danubian exceptions which are specially 
diseussed), and that any adjustments necessary to bring these arrange- 
ments into conformity with Article VIII will be made. | 

How 

711.652/117 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Romer, November 8, 1937—7 p. m. 
| [Received November 8—2: 50 p. m.] 

471. Department’s 168, October 19,5 p.m. The Foreign Office has 
now replied in respect of the question of preferences granted to Al- 
bania and the Danubian countries stating 

“The Italian Government confirms that it must reserve the right to 
make exception in principle to the application of the most-favored- 
nation clause as regards the Danubian countries and Albania just as 
the United States makes similar exception with respect to Cuba and 
the Panama Canal Zone. 
‘The Italian Government, however, states that in fact almost all 

of the preferential treatments, now granted only to Albania, Austria, 
Bulgaria, Yugoslavia and Hungary will cease to be in force on De- 
cember 31, 1937. The Italian Government will, within 30 days after 
that date, communicate such of the preferences as remain in force, 
their extent and the period of their validity. 

In any event the Italian Government is prepared to postpone to 
the trade agreement negotiations a reciprocal settlement of the ques- 
tion and the final determination of its concrete terms upon the under- 
standing that until that time neither of the two Governments will 
advance any objections with respect to the present preferential con- 
cessions.” 

In view of the present Italian negotiations both with Austria and 
Hungary for a reduction in the amount of preferential treatment 
granted them by Italy it might appear reasonable to await the con- 
clusion of these negotiations before requiring full information re- 
garding the extent of the preferences which in any event will be 
modified by the negotiations now under way. 

Therefore, I believe that the commitment assumed by the Italian 
authorities to communicate the full extent of all preferences in force 
after December 31, 1937, might afford the basis for inclusion of tem- 
porary provisions in the commercial treaty in order that it may be 
signed and its other provisions brought into operation at the earliest
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possible date. The final settlement of the Danubian and Albanian 
preferences could then be left for subsequent negotiations next year 
presumably in connection with the trade agreement discussions. 

The Foreign Office is anxious to conclude the present negotiations 
as soon as practicable and in any case before December 15 and thus 
would appreciate an early reply to this as well as to the other ques- 
tions pending in connection with the draft treaty, see Embassy’s tele- 
grams 425, September 23, 6 p. m.; and 329 July 14, 6 p. m.; and des- 

patch No. 579, September 24, 1937. 
PHILLIPS 

711.652/119 

The Assistant Secretary of State (Sayre) to the Ambassador in 
Italy (Phillips) 

Wasuineton, November 19, 1937. 

Drar Biz: I have just received your cable of November nine- 
teenth,” with respect to the Italian commercial treaty. I have had the 
whole matter very much in mind ever since you left and such delay 
as has occurred has not been due to any inactivity on our part. | 

As you know, the whole international situation has been the cause 
of grave concern to the Secretary. A few days ago he called me into 
his office and told me that in view of the existing international situa- 
tion he feels that it would be unwise to bind our hands by entering 
into a treaty with Italy at least for the present. His feeling is that 
any eventuality might take place; and he does not want, at this critical 
juncture, to bind our own hands by a treaty agreeing to most-favored- 
nation treatment to Italy. He instructed me therefore not to arrange 
for the signature of an Italian treaty during the next two months. 
His thought is to let matters hang fire and await clarification of the 
present international situation, and then to determine our course ac- 
cordingly. In view of this, we shall not unduly hurry our official 

reply to the Italian Government. 
On the other hand, I quite understand your own desire not to drive 

Italy into the camp of Germany and Japan. Yet we believe that 
these three countries are even now tied together as closely as pos- 
sible. Under all the circumstances, it would seem that our wisest 
course of action would be to send an official reply to the Italian Gov- 
ernment in the near future, standing upon our position and not relax- 
ing the conditions which we have originally set forth. We might be 
a little more deliberate than usual about framing replies. In the 

= Despatch No. 579 not printed. | 
* Not printed.



ITALY 463 

meantime, we could inform the Italian Government that if the new 
treaty is not signed by December fifteenth, we will hope to bridge 
the interval before the new treaty comes into force by working out 
some arrangement covering the question of generalizing trade agree- 
ment rates for Italian products. | 

I have wanted you to know the Secretary’s mind so that you could 
understand the true situation and deal with the matter accordingly. 
If there are paramount considerations against the suggestions I have 
made, please do not hesitate to let me hear from you. 

[The last paragraph, purely personal in nature and unrelated to 
the commercial treaty, is not printed. ] 

Ever sincerely yours, Francis B. Sayre 

711.652/119 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

Wasuineton, November 20, 1987—2 p. m. 

176. Your 481, November 19, noon.* From Sayre. I suggest if you 
see no objection that you inform the Italian Government that we are 
now at work on a reply but that if, as seems likely, the new treaty 
is not signed by December 15 we hope to bridge the interval before the 
new treaty comes into force by working out some arrangement covering 
the generalizing of trade agreement rates to Italian products. Per- 
sonal letter follows giving further particulars.** © [Sayre.] 

Ho 

711.652/121 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, November 22, 1937—4 p. m. 
[Received November 22—12: 25 p. m.] 

484. The announced intention of the American and British Govern- 
ments to negotiate a trade agreement * has apparently created some 
concern in the German press which has been echoed by Italian news- 
papers to the effect that the announcement was made for political 
purposes and to give the impression of solidarity as a counterbalance to 
the so-called bloc of authoritarian states. For this reason I should 
like, in communicating the information contained in Department’s 
telegram No. 176, November 20, 2 p.m., to the Italian authorities, to be 
able to give more assurances that we will be prepared to bridge the 

** Not printed. 
* See letter of November 19, supra. 
* See pp. 1 ff.
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interval before the coming into force of the new treaty by extending 
the generalization of trade agreement rates to Italian products. 
Should it only be possible at this stage of the negotiations to state 
that “we hope” to bridge this interval by working out some arrange- 
ment and considering there has already been so much delay on our part 
I am doubtful of the result of any such communication, 

In the circumstances may I not give a more definite commitment? 
: PHILLIPS 

%711.652/119 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

Wasuinaron, November 22, 1937—8 p. m. 

177. Department’s 176 of November 20, 2 p.m. There is quoted 
below a memorandum of Mr. Sayre’s conversation with the Italian 
Ambassador on November 22, 1937, concerning the commercial treaty 
negotiations now in progress between the United States and Italy. 

“The Italian Ambassador came in to see me this morning to say that 
he had received a cable from his Government asking whether anything 
could be done to hasten our reply to Rome with regard to the com- 
mercial treaty now under negotiation. The Ambassador pointed out 
that the date of expiration of the present treaty is nearing and that 
the Italian Government is very anxious to have the new treaty signed 
before the old treaty expires. 

“In reply, I said that I quite realized the time element. I said that 
we were having difficulty in framing our reply because of the fact 
that the Italian Government has not yet been able to define the extent 
of the preferences which Italy is now extending to the Danubian coun- 
tries. I went on to say that it would put us in an extraordinarily 
difficult position if we submitted to the Senate for ratification a treaty 
exempting from its most-favored-nation provisions relations with the 
Danubian countries and were unable to define to the Senate how great 
those exemptions were or exactly what is their nature. I said that we 
could not very well sign a treaty with so much in the dark and hope 
to secure its ratification. 

“Tn view of the shortness of time until December 15th, when the old 
treaty expires, I suggested to the Ambassador that perhaps the Italian 
Government could Fest be protected by entering into some kind of an 
arrangement with the United States whereby the Italian Govern- 
ment would assure the United States that it would cease discrimina- 
tions and extend to the United States most-favored-nation treatment 
as defined in Article VIII of the proposed new treaty. I said that the 
United States could then say to the Italian Government in return 
that, in view of its assurances to accord most-favored-nation treat- 
ment to the United States and as long as it continues in fact to do so, 
the United States will be glad to give to Italy the benefit of all con- 
cessions made in existing or future trade agreements to other countries. 

“The Ambassador said that he understood our situation and was 
apparently favorably impressed with the suggested arrangement.”
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The foregoing is sent to you for your information. It constitutes 
rather a tentative suggestion than a definitive offer. Department is 
now studying the suggestion as to details of procedure and the precise 
substance of the arrangement. We will cable you further with respect 
to proposed arrangement within the next few days. It may be that 
Italian Government after Suvich’s conversation with Sayre will itself 
make proposals. 

Does this not answer your telegram No. 484 of November 22, 4 p. m. 
Hoi 

711.652/122: Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, November 23, 1937—5 p. m. 
[Received November 23—1:20 p. m.] 

485. Department’s telegram November 22,8 p.m. Inasmuch as the 
negotiations for the abolition of preferences granted by Italy to Danu- 
bian countries have now reached a stage which will enable the Italian 
authorities to furnish information concerning such minor preferences 
as will remain in effect after December 31st the Foreign Office feels 
there will be no reason to delay the negotiations on this account and 
is now preparing an aide-mémoire setting forth the information de- 
sired by the Department concerning the extent of the preferences 
which will remain in force. 

Under these circumstances may I urge that instructions concerning 
any other points which may still be at issue be prepared in order that 
as soon as the information concerning preferences is furnished nego- 
tiations may be resumed and the treaty signed if possible before 
December 15th. | | 

PHILiies 

711.652/124: Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, November 24, 1937—3 p. m. 
[Received November 24—12: 30 p. m.] 

487. Department’s No. 178, November 23, 6 p. m. The Foreign 
Office has promised to furnish me today with the details concerning 
preferences upon which the Department has been insisting. This 
completes the entire information which has been requested of the 
Italian Government. 

* Not printed.
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While I appreciate there may be other elements in the situation 
tending to cause delay in the conclusion of the new treaty of friend- 
ship, commerce and navigation I cannot too strongly urge the im- 
portance of making every effort to expedite these negotiations. It 
should not be forgotten that they were initiated at my insistence and 
that the Italian Government agreed to the denunciation of the old 
treaty with great reluctance and only because in their opinion it 
paved the way to a definite improvement in Italo-American com- 
mercial relations. Should we now at this last minute raise new ob- 
jections and obstacles, it would not only be very embarrassing for 
me personally and in my relations with the Foreign Office but would 
convince the Italian Government that for reasons other than com- 
mercial the United States does not wish to proceed to the completion 
of a treaty with Italy at this time. 

The delays which have hitherto occurred in the negotiations have 
already given the Italians the impression that the United States is 
reluctant to conclude the treaty and to proceed to trade agreement 
discussions. Should further difficulties now be raised the impression 
will be strengthened that in our efforts to expand world trade we are 
interested only in improving our relations with Great Britain and 
other so-called democratic countries thus lending encouragement to 
the view that the United States has aligned itself with one group of 
powers as opposed to another group with contrasting political ideas 
and injecting a political element into a situation which ought to be 
predominantly commercial in character. 

Sayre’s letter will not arrive in Rome before December 6th at the 
earliest which leaves only 9 days before the old treaty expires. If it 
is not considered possible to conclude the treaty by that date would 
it not be advisable to inform the Italian authorities now of the ob- 
stacles to which Sayre refers in order that discussions may imme- 
diately be begun for the purpose of concluding some such provisional 
arrangement as was suggested by the Department to the Italian 
Ambassador. 

PHILLIPS 

711.652/125 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Romer, November 24, 1937—6 p. m. 
[Received November 24—1:22 p. m.] 

488. My telegram No. 485, November 23,5 p.m. The Foreign Office 
has now informed the Embassy in writing that with the exception of 
Austria all preferences which have hitherto been extended by Italy, 
namely, those granted to Albania, Austria, Bulgaria, Hungary and 
Yugoslavia have been abrogated as of December 31, 1937. As regards
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Austria, the Embassy has been furnished a list of the preferential 
duties which will remain in force after January 1, 1938, together with 
a list of supplementary preferences which may be granted after July 
1, 1938, all of which are, however, restricted to definite quotas. Trans- 
lations of these lists which include 188 separate items are now being 
prepared. Does the Department wish me to telegraph them? * 

Giannini’s letter continues as follows: 

“T believe that with the foregoing information, the American Gov- 
ernment will have at its disposal all the necessary data upon which 
to reach a positive decision regarding the conclusion of the treaty. 

Meanwhile, I beg you kindly to inform the Department of State 
that on Italy’s part it is considered desirable to hasten the conclusion 
of this treaty before the old treaty expires, there now being no reason 
for the temporary arrangement”. 

The temporary arrangement referred to is that discussed with 
Suvich by Sayre. 

PHILLIPS 

711.652/126 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, November 26, 1937—1 p. m. 
[Received November 26—8:30 a. m.] 

489. For the Secretary. My 487, November 24,3 p.m. Iam really 
disturbed about the possibility that the Department feels unable to 
proceed with the completion of the general treaty of friendship, com- 
merce and navigation. The Italians have agreed to all our demands 
and it would really be most unfortunate if a little over 2 weeks before 
the expiration of the old treaty we should now have to inform them 
that we are not in a position to proceed with the completion of the 
new treaty. You will readily understand the misinterpretations that 
the Italians would give to any such announcement. May I most 
earnestly ask for your help? 

: PHILLIes 

611.6531/388 

Memorandum by the Adviser on Political Relations (Dunn) 

[ Wasuineron,] November 26, 1937. 

The Italian Ambassador, at his own request, came in to see Mr. 
Sayre this afternoon at 3:30. Mr. Sayre had with him Mr. Dunn 
and Mr. Leap.* 

Lists were transmitted to the Department in telegram No. 492 of November 
29 (711.652/129). 

* Melvin L. Leap of the Treaty Division.
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The Ambassador stated that he had been informed by his Foreign 
Office that the Italian Government had made a declaration to the 
American Ambassador in Rome to the effect that after December 81, 
1937, Italy would terminate the preferences now in force with regard 
to products from the Danubian countries with the exception of 
Austria, and that his Government had furnished to the American 
Embassy in Rome a list of the preferences which Italy would grant 
to Austria after December 31, 1937. The Ambassador further stated 
that his Government expressed the hope that negotiation of the new 
Treaty of Friendship, Commerce and Navigation between Italy and 
the United States would be concluded in time for the treaty to be 
signed and ratified before December 15 next, the date of the expiration 

of the old treaty. | | 
Mr. Sayre said that we also had been informed by our Ambassador 

in Rome of this declaration of the Italian Government and that our 
Embassy in Rome had received a list of the preferences to be granted 
to Austria by Italy after December 31, 1937, and that we had asked 
our Ambassador to cable us this preference data. Mr. Sayre expressed 
the gratification of this Government upon hearing that the Italian 
Government had desired to furnish us with the information we had 
for some time requested with regard to preferences granted by that 
Government to the Danubian countries and stated that in his opinion 
there was no reason why the negotiations for the new treaty should not 
proceed as rapidly as possible with the particular view of endeavoring 
to have the treaty signed before December 15. Mr. Sayre then went 
on to point out that there were several reasons which would make it 
impossible to accomplish the ratification of the treaty by December 
15, giving as instances the fact that there are some matters involved 
in the treaty upon which further clarification will be necessary before 
the treaty is ready for signature, among them, the following points: 

(1) The article relating to military service. Oo 
(2) Article 8; clarification of the provisions of that article. _ 
(3) Article 19 (that part of the article which contains the safe- 

guarding clause for the protection of the right to act under neutrality 
legislation). 

(4) Article 20, relating to the territorial application of the treaty. 

Mr. Sayre further mentioned the fact that the Senate required, 
before they would consent to consider the ratification of any treaty, 
an original copy, which would require the time necessary for the treaty 
to arrive in Washington after its signature, presumably in Rome, and 
in view of the fact that the Senate Committee on Foreign Relations, 
which considered ratifications of treaties in the first instance, had no 
set time for meeting, it was never possible to know when consideration 
by the Senate Foreign Relations Committee would be undertaken after 
a treaty was laid before them by the President.
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Mr. Sayre stated that we, on our part, would do everything we could 
to make possible the signature of the treaty before the 15th of Decem- 
ber, and that the ratification would ensue as soon thereafter as the Sen- 
ate might be willing to take appropriate action with regard thereto. 
With regard, however, to any interim period which might occur be- 
tween the expiration of the old treaty and the ratification of the new 
treaty, Mr. Sayre said that we were still prepared to consider the sug- 
gestion he made to the Italian Ambassador in their last conversation, 
which was to provide some arrangement whereby Italy would continue 
to receive the benefits of reductions in American tariff rates brought 
about by trade agreements entered into by this country up to the pres- 
ent time and in the future, on condition that the Italian Government 
grant to us the treatment provided for in Article 8 of the treaty now 
under discussion and did, in fact, not discriminate against American 
products. 

After some informal] discussion of the possibilities of signature of 
ratification of the new treaty by the 15th of December, the Ambassador 
expressed himself as entirely satisfied with Mr. Sayre’s statements 
with regard to the treaty situation in its present stage, and the pro- 
vision for any interim period before it came into effect after the expira- 
tion of the old treaty, and said that he would report this present con- 
versation with Mr. Sayre immediately to his Government. 
During the conversation the Italian Ambassador asked whether it 

would be possible to extend the old treaty for a period beyond the 
expiration date of December 15. Mr. Sayre said that such an exten- 
sion could not be authorized on the part of our Government without 
ratifying action of such extension by the Senate which would of course 
be subject to the same delays referred to with respect to ratification 
of the new treaty, and therefore would probably not be of any help 
in the present circumstances. The denunciation of the old treaty had 
been in accordance with the provisions of that treaty and our Govern- 
ment had therefore been able to take action in that regard without 
further reference to the Senate, but that any extension now would be 
subject to ratification by that body. 

JaMEs CLEMENT DuNN 

611.6831/389 

Memorandum by the Under Secretary of State (Welles) 

[Extract] 

[Wasnuineron,] November 26, 1937. 

The Italian Ambassador called to see me this afternoon. The Am- 
bassador told me of his earlier conversations with Mr. Sayre and Mr. 
Dunn with regard to the signing of the new commercial treaty between
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the United States and Italy. He explained to me that the Danubian 
preferences would be abolished as of January 1 next, with the ex- 
ception of the Austrian preference, and that, on this basis, he believed 
that all obstacles to the signing of the treaty had been removed. He 
told me that he had been informed by the Department that, owing 
to the time required for receiving in Washington a signed copy of the 
treaty from Rome and the time needed for ratification by the United 
States Senate, it would be materially impossible for the treaty to be 
ratified by the Senate here by the 15th of the coming month of Decem- 
ber, and that it had consequently been arranged that the two Govern- 
ments by means of an exchange of notes would tide over the period. 
until the new treaty became operative. He appeared to be entirely 
satisfied with the arrangements proposed and said he was strongly 
recommending to his Government that the exchange of notes pro- 
cedure be agreed to. 

The Ambassador then said that, once this step had been taken, he 
hoped that negotiations for a trade agreement between the United. 

States and Italy could be commenced. He said that on his recent 
trip to Italy this autumn he had obtained the agreement of the Minis-. 
ter of Foreign Trade, Signor Guarneri, to the commencement of nego- 
tiations, and that he had made it clear that Italy would have to agree 
to the importation of American manufactured products, such as auto- 
mobiles, in return for concessions on our own part. He told me of a 
conversation he had recently had with Mr. Henry Ford, who was 
interested in the trade agreement negotiation, and of his own—the 
Ambassador’s—regret that the efforts of Mr. Ford to establish a fac- 
tory in Trieste some years ago had not proved successful owing to 
the opposition of the domestic Italian automobile interests. 

The Ambassador then went on to say that he felt that the autarchic 
system was a system which was highly detrimental to economic sta- 
bility and to enhanced prosperity in his own country. I said that 
this would seem to be most evident when one realized how thoroughly 
uneconomic it was for Italy to devote man power and wealth to the 
manufacture of synthetic gasoline in Italy, not only of inferior quality 
but at a cost far superior to imported gasoline, when the public and. 
internal communications could be benefited by the free importation 
of natural gasoline at low prices and the human energy and wealth 
now devoted to the production of bad synthetic gasoline at high prices 
could be devoted to the manufacture of goods which Italy could export 
in return for natural gasoline. The Ambassador said that this was. 
a perfect illustration of what he had in mind, and that for that reason: 
he believed that liberal trade policies were the only sure policies in:
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the long run. He said that Italy had been forced into an autarchic 
system two years ago as.a result of sanctions, and that a certain meas- 
ure of self-dependence for a nation like Italy, which possessed no 
natural resources, was probably desirable, but that if carried to excess, 
it was a ruinous policy. 

S[omnNner] W[ELLEs | 

711.652/126 ;: Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

Wasurneron, November 26, 1937—7 p. m. 

180. Your 487 and 488, November 24, and 489, November 26. We 
are very much gratified that the Italian Government has stated that 
preferences heretofore accorded will be abolished in respect of all 
countries except Austria as of December 31, 1937, and has supplied 
full information with respect to preferences which will be granted 
after January 1, 1938. We suggest that all information made avail- 
able to you regarding preferences be transmitted by cable. 

In view of your telegrams above referred to and of the disposition 
of the Italian Government now to furnish the data on preferences, 
we see no reason why the discussions on the commercial treaty should 
not proceed with a view to signing the treaty at the earliest possible 

: moment that full agreement on all points is obtained. 
The following major points still require agreement or clarification : 

(1) The use of the Sovereign’s title in the preamble. 
(2) Article 6 relating to military service. 
(3) Article 8. For purposes of clarity and to ensure a common 

understanding we plan to submit to Italian Government a memo- 
vandum defining our understanding of the meaning of provisions of 

(4) Article 19. The safeguarding clause to protect the right to 
act under neutrality legislation. 

(5) Article 20 relating to the territorial application of the treaty. 

A further telegram of instructions upon all unsettled points will 
be sent you within a day or two. 

Since it will be obviously impossible to exchange ratifications by 
December 15th, a provisional arrangement to provide for most- 

favored-nation treatment of commerce will be necessary. We hope to 
send you a telegram tomorrow proposing the text of such an arrange- 

ment. | 
Hou
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711.652/127a : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

Wasuineton, November 27, 1937—6 p. m. 

183. Department’s 154 ® and 177 of September 2, and November 22. 
In order that traders may be relieved of uncertainty as to the customs 
treatment of imports from Italy after December 15, we feel that it 
is imperative to work out some temporary arrangement immediately 
which will govern Italo-American commercial relations during the 
interval between the date on which the treaty of 1871 terminates 
and the date on which the proposed new treaty comes into force. 

Accordingly, 1f you perceive no objection you are requested to ad- 
dress a note to the Minister of Foreign Affairs in the following 
language: | 

“Inasmuch as the treaty of commerce and navigation between the 
United States and Italy, signed at Florence, February 26, 1871, which 
will terminate on December 15, 1937, in consequence of the joint 
notice of denunciation of December 15, 1936,* provides for most 
favored nation treatment in customs matters and negotiations for 
a new treaty to replace it have not been completed, it seems desirable 
that steps be taken now to determine the treatment which will be 
accorded by each country to the commerce of the other during the 
interval between the date on which the treaty of 1871 will terminate 
and the date on which the proposed new treaty will come into force. 

“In the course of the negotiation of the proposed new treaty, the 
Governments of the two countries have tentatively agreed upon the 
provisions of Article VIII thereof which deals with customs duties, 
import prohibitions and restrictions, import licenses, exchange con- 
trol, and monopolies affecting imports and is annexed hereto. 

“If the Government of Italy will in fact apply the provisions of 
Article VIII of the proposed new treaty on and after December 15, 
1937, the Government of the United States will continue to accord to. 
articles the growth, produce or manufacture of Italy the benefits of 
the minimum rates of the American tariff as established in its trade 
agreements with other countries (Cuba excepted), until 30 days after 
notice by either party of its intention to discontinue such treatment. 

“It is understood that the advantages which Italy now accords to 
Austria, and until December 31, 1937, those which 1t now accords to 
Albania, Bulgaria, Hungary and Yugoslavia, are excepted from the 
operation of the provisions of Article VIII during the continuance 
of this arrangement.” 

A transcript of Article VIII as it appears in the enclosure to in- 
struction no. 163 of August 9, 1937, should accompany your note as 
an annex. : 

Please also inform the Italian Government that in order to assure 
that the two Governments have a fully identical understanding of 

* Not printed. 
” See Foreign Relations, 1936, vol. 1, pp. 340 ff.
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the meaning in application of the provisions of Article 8, you will 
submit for its consideration within the next few days a memorandum 
of interpretation. The Department will cable you this memorandum 
early next week. 

The receipt of a satisfactory reply, after affirmation on the part 
of the Italian Government that our understanding of Article 8 is 
identical will constitute an adequate temporary arrangement for gov- 
erning commercial relations between the two countries during the 
period specified in your note. 

| Huw 

711.652/128 : Telegram | | | 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, November 29, 1937—noon. 
[Received November 29—8:12 a. m.] 

491. Department’s telegram No. 183, November 27, 6 p.m. In dis- 
cussing the terms of the temporary arrangement with the Italian 
authorities this morning they agree in principle to the arrangement 
but request a delay of a few days before proceeding to the exchange 
of notes in order that it may be determined whether it will be possible 
to sign the treaty this week or early next week. In that event they 
would prefer to enter into the temporary arrangement at the same 
time which would require a slight modification in the wording of our 

note. 
They are most anxious to resume negotiations on the treaty points 

still remaining at issue-and hope that the Embassy will shortly receive 
instructions on these points. 

PHILLIPS 

711.652/127b : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

Wasuineton, November 30, 1937—6 p. m. 

184. Department’s 183, November 27. In order to prevent any pos- 
sible misunderstanding concerning the meaning of certain provisions 
of Article VIII of the proposed treaty please discuss the matter orally 
with the appropriate officials of the Italian Government explaining 
the understanding of this Government as set forth in the following 
Précis and ascertain whether the understanding of the Italian Govern- 
ment on these points is the same as our own. Please give to the 

Italian officials a copy of the Précis: : 
982609—54——31
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“Paragraph 3. The total amount of any permitted import, of which 
a share is to be assigned by either country to the other, shall include 
all imports of the regulated article, including such imports as may be 
made through public or private clearing, compensation, or payment 
arrangements. 

“Tf the authorities of either country permit imports additional to 
the amount of any quota which has been established by establishing 
a supplementary quota, in that event an equitable share of such sup- 
plementary quota is to be assigned unconditionally to the other 
country. 

“It 1s also to be understood that the ‘representative’ base period 
should be one in which the trade of the other country was not being 
impaired by discriminations and was not seriously affected by condi- 
tions of an unusual and temporary character. 

“Paragraph 4, subparagraph (a). To impose the condition that pay- 
ment for the importation of any article must be made in compensation 
would be to impose a ‘restriction’ on the transfer of payment. 
“Paragraph 4, subparagraph (6). In determining most-favored- 

nation treatment. with respect to rates of exchange it is suggested that 
a suitable criterion would be cross rates of exchange in some free 
market. If, for example, exchange control were in force in Italy 
which prevented complete freedom of action on the part of importers 
having payments to make to the United States, the rate of exchange 
between the dollar and the lire should not be such as to result in a 
higher cost in lire to the importer than it would be if he were free to 
purchase the currency of any third country (including compensation 
currencies) at a rate which applies.to-any imports from that third 
country and then to exchange this third currency for dollars at the 
rate prevailing in some free market.” — 

When the Italian Government confirms to you that this Précis rep- 
resents also their understanding of the provisions of Article VIII 
therein. discussed you are authorized, as soon as we have received 
your telegram defining Danubian preferences and telegraph you that 
it is satisfactory, to conclude the temporary arrangement set forth in 
Department’s telegram No. 183 of November 27. 

If you perceive objections to the foregoing procedure we would 
appreciate receiving your comments and suggestions. | 

Huu 

711.652/131a : Telegram FH, 

_ The Secretary of State to the Ambassador in Italy (Phillips) 

, | WASHINGTON, December 2, 1937—2 p. m. 

186. Your 425, September 23, and despatch No. 579, September 24. 
Following is this Government’s comment with respect to the Italian 
counter proposals enclosed with your despatch in reference. - 

Preamble. As a possible solution of the problems involved, you 

“Latter not printed.
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may propose the following language in lieu of that contained in this 
Government’s original proposal: 

“The United States of America and Italy, desirous of strengthening 
the bond of peace which happily prevails between them, and of pro- 
moting friendly intercourse between their governments and peoples, 
have resolved to conclude a Treaty of Friendship, Commerce and 
Navigation and for that purpose their duly authorized plenipoten- 
tiaries have agreed upon and signed the following Articles :” 

Article 1. With reference to the Italian objection to the clause “the 
nation hereafter to be most favored by it” appearing near the end of 
paragraph 1, you may propose the phrase “the most favored nation” 
in lieu thereof. ) | : 

As regards the term “local law”, it is the view of this Government 
that it relates to law applicable in any territory of either High Con- 
tracting Party to which the treaty applies by its own terms. 

It is understood that Italy accepts the text of Article 1 as last 
proposed by this Government in all other respects. . 

Article 2. Italy has accepted the American draft as last proposed 
by this Government. 

Article 3. The United States has accepted the changes in punctua- 
tion proposed by Italy and the two Governments are in agreement in 
respect of this Article. re 
Article 4. Italy has accepted the English language text of. the 

American draft as last proposed by this Government. _ Oe 
In view of the statement by the Italian Government that the word 

“procuratori” in paragraph one of the Italian language text is trans- 
lated by the phrase “others acting for them” the United States does 
not insist. upon another equivalent. You might suggest, however, 
that in the treaty of 1871 the same phrase appearing in Article 22 is 
translated into the Italian by the words “per mezzo d’altri che agiscano 
in loro nome.” : | 

_ Please report. whether the Italian language draft of the last para- 
graph of this Article has been adjusted so to include the word “therein” 
as a modifier of the word “interests” wherever the phrase “interests 
therein” occurs throughout the paragraph. , 

_ Article 5. Italy has accepted the American draft as last proposed 
by this Government. | _ 

Article 6. Separate instructions with respect to this Article will 
be cabled within a day or two. | 

Article 7. The Italian Government states “freedom cannot refer 
to territories, but to the High Contracting Parties.” 

This Government, on the contrary, considers that the Article deals 
with rights in respect of commerce and navigation between all terri- 
tories of the High Contracting Parties not specifically excepted by its 
own language or by exceptions provided for elsewhere in the treaty.
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Article 8. Separate agreement has been reached on the text of this 
Article. It is understood that the text included in the draft treaty 
provisions enclosed with the Department’s instruction No. 163 of Au- 
gust 9, 1937, is the text agreed upon. Confirmation is awaited that 
the Italian Government is in accord with the Department’s exposition 
of certain points in the Article, as presented in Department’s 184 of 
Nov. 30. 

Article 9. Italy has accepted the American draft as last proposed by 
this Government. | 

Article 10. Agreement has already been reached on the text of this 
Article. | 

Articles 11,12 and 13. Italy has accepted the American drafts as last 
proposed by this Government. | 

Article 13 (6). Italy has accepted the American redraft. 
Articles 13 (c) and 13 (ad). Italy has agreed to omit these two 

articles. 

Article 13 (e). Italy has accepted the American redraft. 
Article 13 (f). Italy has agreed to omit this Article. 
Article 13 (g). Italy has accepted the American redraft. 
Articles 14 and 15. Italy has accepted the American drafts as last. 

_ proposed by this Government. 
Article 16. Italy has accepted the American draft. 
Articles 17 and 18. Italy has accepted the American drafts as last 

proposed by this Government. _ 
Article 19. The Department has now formulated treaty provisions to 

conform with new legislation respecting neutrality. Accordingly, you 
are requested to propose that the following sentence be added to para- 
graph 1: “And it is agreed, further, that nothing in this Treaty shall 
be construed to prevent the adoption or enforcement of measures 
relating to neutrality”. 

For your information and use, if necessary, we are proposing this 
additional sentence as a precaution against a possible feeling on the 
part of the Senate that the provisions of the Neutrality Act of May 
1, 1937 would not be adequately safeguarded without it. 

With respect to the Italian proposal concerning preferences to 
countries of the Danubian Basin and Albania, you are being instructed 
in a separate telegram. ; | 

Article 20. As regards the Italian comment concerning this Article, 
it.is pointed out that the language of the Article automatically raises 
the question of the territorial application of the treaty. Up to now 
the Italian Government has not offered a counter proposal to the 
original American draft. Therefore, as a possible solution of the 
problems involved, you may propose the following change in the 

. %650 Stat. 121. | .
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language of the Article as originally proposed by this Government: 

Strike out the words “dominion as sovereign thereof” and insert in 

lieu thereof the word “jurisdiction.” The last clauses of the Article 
will then read “claim and exercise jurisdiction, except the Panama 

Canal Zone.” 
For your personal information, it is our intention on the one hand 

that the language of the Article as thus amended shall not recognize 

Italian sovereignty over Ethiopia, but on the other hand requires that 

the treaty provisions shall be applied there. 
Article 21. Italy has accepted the American draft as last proposed 

by this Government. 
It is, however, necessary to raise the question of the omission of the 

last paragraph of this Article in view of the fact that the provision 
is not applicable to the situation existing since the joint notice of 

termination of the treaty of 1871 was given. 
Article 22. Italy has accepted the American draft. 
The Department suggests that the words “For the United States of 

America” and “For Italy” be used at the end above the signatures of 

the plenipotentiaries. 
Hui 

711.652/131b: Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

Wasuineron, December 2, 1937—7 p. m. 

187. Your telegram No. 492, November 29, 6 p.m.* The Depart- 
ment is prepared to accept the exemption from the provisions of 
article VIII of the preferences to Austria set forth in list A,“ but it is 
unwilling to accept exemption of those set forth in list B.* 

Hence you are requested to make the following counter proposal: 
Add the following sub-paragraph to the last paragraph of Article 19. 

_ “(4) Tariff advantages now accorded by Italy to Austria, and until 
December 31, 1937, advantages now accorded by Italy to Albania, 
Bulgaria, Hungary, and Yugoslavia”. 

You are requested to seek from the Italian Government a confirma- 
tion that their understanding of the meaning of the word “now” is 
the same as ours, namely, that it limits the preferences to those set 
forthin list A. Inthe event that the treaty should not be signed before 

“Not printed. 
“ List A sets forth the preferences granted to Austria by Italy to be continued 

in effect after January 1, 1938, listed according to description of merchandise, 
percentage of reduction in duty, and customs quotas in quintals. 

** List B sets forth the preferences which the Italian Government reserved the 
right to grant Austria after July 1, 1938.



A478 FOREIGN RELATIONS, 1937, VOLUME II 

the end of the year, everything following the word “Austria” should 
of course be deleted, and the words “accorded by Italy to Austria on 
January 1, 1938” substituted for “now accorded by Italy to Austria.” 

Since the quotas set forth in list A are customs quotas and not 
absolute quotas, it is our understanding that the proposed treaty provi- 
sion would render the provisions of the third paragraph of article VIII 
inapplicable to these customs quotas, but would not affect their appli- 
cation to absolute quotas or to additional customs quotas. Hence the 
United States would not be entitled to claim any share of the amount 
of any article enumerated in list A which is admitted from Austria 
at the preferential rate of duty. But if there is also an absolute 
limitation on the total amount of imports of such an article, then the 
United States would be entitled to a share, determined in accordance 
with article VIII, of the total permitted amount of such imports, 
including all imports from Austria. On the other hand, if, in addition 
to the limited amount of such an article which may be imported at 
the preferential rate, an unlimited amount should be permitted to be 
imported from Austria at the general rate, then imports of such article 
from the United States would likewise be exempt from quantitative 
limitation. In order to avoid any possible misunderstanding on this 
matter, the word “tariff” has been inserted. You are requested to 
make this clear to the Italian authorities. 

Hoi 

711.652/182 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, December 3, 1937—noon. 
[Received December 3—8: 40 a. m.] 

497. Department’s No. 186, December 2, 2 p. m., article XX. From 
the beginning of the negotiations the Italian authorities have main- 
tained the point of view that the matter of extension of the treaty to 
the Italian colonies should form the subject of a separate and sub- 
sequent agreement when their studies concerning the new colonial 
regime and special arrangements for the colonies have been completed. 
Furthermore, the Italian memorandum quoted in the Embassy’s tele- 
gram No. 425, September 23, and despatch No. 579, September 24, 
states that “Full extension of the treaty to the colonies is impossible”. 
I also understand that no other recent general Italian commercial 
treaty includes the colonies, even those which have been concluded 
with powers which have recognized Italian sovereignty over Ethiopia. 
In this connection it may be recalled that the Japanese negotiations
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concerning the extension of the Italo-Japanese treaty “ to Ethiopia 
have been in process for at least a year and I understand have not yet 
been concluded.*# 

Although I shall make every effort to secure agreement to the De- 
partment’s suggestion concerning article XXII that “the words ‘for 
the United States of America’, and ‘for Italy’ be used at the end above 
the signatures of the plenipotentiaries” it is probable that the Italians 
will insist upon the formula now established by law in Italy and used 
as I recall in Suvich’s credentials, namely, that the Foreign Minister 
will sign on behalf of the King of Italy and Emperor of Ethiopia. 
In this eventuality have I your permission to accept the above formula ? 

Department’s telegram No. 187, December 2, 7 p. m. The treaty 
with Austria was signed last night including list B. If the Depart- 
ment is unwilling to accept these exemptions it will be equivalent to 
requiring that these preferences granted Austria on account of its 
special position be extended as well to the United States. The De- 
partment’s telegram No. 168, October 19, 5 p. m., stated that it was not 
the intention of the American Government to object to the granting 
of all preferences of the kind in question but it was felt that the 
products on which, and the countries to which such preferences should 
be granted should be specified and the degree of preference agreed upon 
and stated. These preferences are now limited in their application to 
one country and have been specified by the Italian Government which 
is granting them to Austria in connection with its general policy with 
respect to aid to that country just as the United States has exempted 
its commercial relations with Cuba from the application of the most 
favored nation principle. 

Before discussing this point with the Italian authorities may I re- 
quest reconsideration of the Department’s position as regards the 
second list of preferences list B. 

| PHILLIPS 

711.652/132 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

: WaAsHINGTON, December 4, 1937—4 p. m. 

188. Your 497, December 3. As regards Article XX, we are not 
clear as to the basis for the statement that from the beginning of 

“Treaty of Commerce and Navigation signed at Rome, November 25, 1912; for 
French text, see British and Foreign State Papers, vol. cv1, p. 1080. 

4a As a result of these negotiations, an Additional Agreement to the 1912 treaty 
was signed at Rome, December 30, 1937; for text, see British and Foreign State 
Papers, vol. cx, p. 1098.
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negotiations the Italian authorities have maintained the point of view 
that the matter of extension of the treaty to the colonies should form 
the subject of a separate and subsequent agreement. Our original 
proposal automatically raised the question and you reported in your 

533 of December 16, 1936,” that the Italians were studying the sub- 
ject but no conclusion had been reached. This was the status of the 
matter on August 9, 1937, when it was indicated in instruction No. 163 
of the same date that we understood Italy would submit a counter 
proposal. The Italian memorandum of September 22 seems to be 
the first formal Italian comment we have had to the effect that full 
extension of the treaty to the colonies is impossible. Considering the 
foregoing it appears to the Department that the procedure most 
conducive to an early agreement with reference to Article XX would 
be for the Italian Government to submit a counter proposal. 

With respect to the concluding language of the treaty the sugges- 
tion as to the words to be used above the names of the plenipotentiaries 
was made because we are unwilling that the words “Emperor of 
Ethiopia” or the word “Ethiopia” appear in the treaty, namely, in 
any instrument signed on behalf of the United States. If the sugges- 
tion is not acceptable to the Italian authorities, you may propose as 
an alternate that no language at all appear over the signatures of the 
plenipotentiaries and that the names and titles of the plenipotentiaries 
be inserted in the preamble as follows: 

After the word “plenipotentiaries” insert a comma and the following 
“namely, William Phillips, Ambassador Extraordinary and Pleni- 
potentiary of the United States of America at Rome, and Count 
Galeazza Ciano di Cortellezza, Minister of Foreign Affairs of Italy”. 
Then will follow the words “have agreed upon and signed the follow- 
ing articles”. oo 

We have reconsidered the question of preferences included in list 
B, and would, if necessary, agree that they be excepted from the opera- 
tion of the Treaty. Accordingly, you should not seek the understand- 
ing mentioned in my 187 of December 2 with respect to the meaning 
of the word “now”. On the other hand, in order that we may have 
the Italian viewpoint, you should make the counter proposal in respect 
of a new sub-paragraph to the last paragraph of Article XIX set forth 
in the telegram in reference and await comment from the Italian Gov- 
ernment thereon. | | | 

Interpretation of list A in Department’s No. 187 would remain 
pertinent. . 

Ho. 

“ Foreign Relations, 1936, vol. 11, p. 358.
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711.652/133 : Telegram 

Lhe Ambassador in Italy (Phillips) to the Secretary of State 

| Rome, December 6, 1937—5 p. m. 
| [Received December 6—2:06 p. m.] 

503. Department’s 188, December 4, 4 p.m. As regards article 20, 
the Italian authorities suggest that their point of view would be taken 
care of by the addition of the phrase “and the Italian possessions and 
colonies” after the phrase “except the Panama Canal Zone” in the 
original American draft of this article. They also inquire whether 
under this condition the American Government would later wish to 
exclude its possessions and colonies. 

_ Puuxtes 

711.652/181¢ : Telegram : 

The Secretary of State to the Ambassador in Italy (Phillips) 

| WasHINnGTon, December 6, 1937—7 p. m. 

189. Department’s 186 of December 2. We have been concerned be- 
cause of the lack of progress so far made during the negotiations in 
respect of a satisfactory solution of the problems involved in 
Article 6. ° 

In instruction No. 163 of August 9, 1937, it was pointed out that we 
were not at all clear as to the meaning of the first Italian counter 
proposal and the Embassy was requested to obtain from appropriate 
Italian officials a full explanation of its purpose and intent, including 
some indication of the rights which in the opinion of the Italians 
would be accorded thereunder. The statement in Italian memorandum 
of September 22 that the first Italian counter proposal relates to the 
provision of the Italian law which in certain cases requires the citizen 
naturalized abroad to perform military obligations does not throw 
sufficient light upon the extent, if any, to which the Italian Govern- 
ment is prepared to go in order that a solution of the problems in- 
volved might be worked out. The language of the second Italian 
counter proposal (Italian memorandum of September 22) is clearer 

but it offers no assurances whatever with respect to the question of 
which persons are included within the term “citizens of the United 
States in Italy” and “Italian citizens in the United States of America”, 

In view of our uncertainty and lack of information with respect 
to whether or not the Italian Government is prepared to make any 
concessions whatever to the end that a solution of the question might 
be worked out, we think it would be futile to attempt to formulate a 
new proposal.
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On the other hand, it is our view, and no doubt you will agree, that 
this long standing problem is one that ought to be satisfactorily ad- 
Justed in the new treaty if that is at all possible. The necessity for a 
satisfactory adjustment becomes more apparent when it is considered 
that the treaty may remain in force for many years. Indeed, inasmuch 
as many Senators are familiar with the problem due to the complaints 
of their constituents, there is the possibility, too, that the treaty may 
be opposed in the Senate should it fail to contain satisfactory provi- 
sions relating to drafting for compulsory military service. 

You are requested, therefore, again to take the matter up with the 
appropriate officials on the basis of the original proposal of this Gov- 
ernment with the additional paragraph hereinafter indicated. 

Since our original proposal was made, it has come to the Depart- 
ment’s attention that the Italian Ministry of Foreign Affairs has taken 
the position that an Italian citizen naturalized in the United States 
does not lose his Italian citizenship unless he complies with Article 2, 
paragraph 3, and Article 5 of the Italian Royal Decree No. 2560 of 
December 28, 1919, which provides that an Italian citizen naturalized 
abroad inform the Officer of Civil Status in the Commune of his birth 
of his foreign naturalization in order that it may be transcribed in the 
Register of Citizenship. This is in addition to the two requirements 
for the loss of Italian citizenship specified in paragraph 1 of Article 8, 
of Law No. 555 of June 13, 1912, concerning Italian Citizenship, and 
in Italian Regulatory Decree No. 949 of August 2, 1912, namely, vol- 
untary acquisition of a foreign citizenship and transfer of residence 
abroad. (See Italian Note Verbale to Embassy, dated July 20, 1936, 
in foreign exchange case of Attilio Taraboletti, also case of one Biagio 
Mataluni.) ‘The Department contests the interpretation indicated 
in the cases cited above which imposes compliance with Royal Decree 
No. 2560 as an additional requirement for the loss of Italian citizen- 
ship. The purpose of Royal Decree No. 2560 as stated in its preamble 
is to coordinate the Civil Status regulations relating to the Register of 
Citizenship and Italian Law No. 555 of June 18, 1912, concerning 
Italian Citizenship, approved by Royal Decree No. 949, of August 2, 
1912. It is not stated in Royal Decree No. 2560 that non-compliance 
therewith in any way affects the loss of Italian citizenship. To pre- 
vent, therefore, this apparently arbitrary interpretation of Royal 
Decree No. 2560 for the purpose of establishing that naturalized Amer- 
icans of Italian birth never lost Italian citizenship and accordingly are 
subject to Italian military service in category of dual citizens, you are 
requested to propose that Article 6 of the original American draft be 
amended by adding the following new paragraph:
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“Natives of the Party drafting for compulsory military service who 
have become nationals of the other High Contracting Party by natu- 
ralization according to its laws and have not declared an intention to 
acquire or resume the nationality of the country of their birth may not 
be drafted for compulsory military service by the latter country and 
shall not be denied at any time the privilege of departing from its 
territories : Provided, however, that they do not permanently reside in 
such territories.” 

You may in your discretion make use of any of the information 
set forth in this cable and also emphasize in any other way you may 
deem appropriate our reluctance to leave the problem in reference 
without a satisfactory solution. 

| Hou 

711.652/134 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, December 8, 1937—noon. 
[Received December 8—7: 57 a. m. | 

505. On the basis of the Department’s telegram No. 189, December 
6, 7 p. m., the Embassy has again taken up the matter of article VI 
with the Foreign Office and has emphasized the Department’s desire 
to obtain a satisfactory solution. 

Subject to a further study to be undertaken immediately the Italian 
authorities, however, seem inclined to consider that it will not be 
possible even with the best will on their part to meet the Department’s 
point of view, to reconcile in a general treaty the two divergent sys- 
tems of nationality laws. They recall the unsuccessful efforts made in 
the past to achieve an agreement which would be satisfactory to both 
parties and add that while the Italian Government is at all times 
prepared to discuss individual cases it seems difficult if not impossible 
to find a formula which would be generally applicable. Therefore 
they suggest provisionally that if their further studies should not 
result in an agreement on the lines of the American proposal the 
article might be omitted from the treaty. | | | 

Ciano has signified his wish to discuss with me the question of the 
practicability and the use of the sovereign’s title. Owing to the pres- 
sure of public engagements in connection with the visit to Italy of 
the Yugoslav Prime Minister, Ciano has been obliged to postpone for 
a few days the meeting scheduled for last Monday. 

PHILLIPS
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%11.652/1338 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

: WasHInoTon, December 9, 1937—7 p. m. 

190. Your 503, December 6. As we understand your telegram, the 
Italians have proposed that the possessions and colonies of Italy be 
excepted from the operation of the treaty and have inquired whether 
under this condition the Government of the United States might wish 
to make exceptions in respect of its territories and possessions. In 
other words, it appears that the Italians have in mind reciprocal excep- 
tions in respect of the application of the treaty to the possessions and 
colonies of each of the Contracting Parties. 

It is not the policy of the United States to except its territories and 
possessions from the operation of its definitive treaties of commerce 
and navigation and such exceptions do not appear in our modern 
treaties. It would be neither practicable nor desirable from the stand- 
point of this Government to change this established policy by amend- 
ing the proposed treaty with Italy so that it would apply only to con- 

tinental United States. Moreover, even if such change of policy were 
desirable, we would be confronted with almost insurmountable tech- 
nical and procedural difficulties were we to attempt to make the change 
‘effective. 

On the other hand, we feel that since it is necessary to have the 
treaty apply to the territories and possessions of the United States, 
it should likewise apply to the Italian overseas possessions. Italy has 
already made certain of its treaties with other countries applicable 
to its overseas possessions and, hence, we do not understand why it 
would be impossible to have the proposed treaty with this country 
apply to Italian possessions. 

You are requested to present the foregoing views to the appropriate 
authorities in such manner as you may deem appropriate and report 
fully the Italian reply. 

| Hoi. 

711.652/135 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, December 10, 1987—7 p. m. 
[Received 7:47 p. m.] 

509. A meeting of the representatives of Italian Ministries inter- 
ested in the commercial treaty was held yesterday afternoon at the 
Foreign Office to discuss the remaining points at issue, the result of 
which have been communicated to the Embassy as follows:



ITALY 485 

Article 6. The Italian authorities state that although further ef- 
forts have been made to reconcile the Department’s proposal] (De- 
partment’s No. 189, of December 6, 7 p. m.) with the provisions of 
Italian law it has not been possible to harmonize the two divergent 
systems of nationality. They state, however, that they might be pre- 
pared to consider separate and subsequent negotiations on this ques- 
tion. In the meanwhile they propose to omit article 6 from the pres- 
ent treaty. 

Article 8. The Italian officials accept substantially the Depart- 

ment’s interpretation of article 8. A memorandum to this effect is 
being forwarded by pouch which reads in part as follows: 

“Tho interpretation of paragraph 3 is accepted and as far as Italy 
is concerned the ‘representative period’ will be 1934. 

Paragraph 4, sub-paragraph (a) accepted. 
The wording of the first sentence of the interpretation of paragraph 

4 (b) is accepted. The official Italian quotation of the dollar is on a 
par with the unrestricted Italian lira quotation in New York and cor- 
responds thereto, save for negligible variations in lira quotations on 
various world markets. However, the example which follows said 
first sentence does not appear to accord with the preceding assump- 
tion in view of the fact that since an exchange monopoly exists in 
Italy private individuals may apply only for the foreign currency in 
which the debt to be paid has been stipulated, and not a third currency 
which the interested party may negotiate in a third country to obtain 
therefrom the exchange actually required for the payment. 

It should be further noted that it would be inaccurate in any case 
to extend this example to compensation currencies inasmuch as in 
the first place these are definitely restricted for use in payments ex- 
pressly contemplated in clearing agreements and inasmuch as com- 
pensation currencies are as a rule determined with a certain precision 
y agreement between the two clearing institutes responsible for the 

operation of the respective accords and may therefore be temporarily 
more susceptible of a certain appreciable discrepancy in relation to 
the quotations of unrestricted exchanges”. | 

Article 19. The Department’s addition concerning “neutrality” is 
acceptable in principle to the Italian authorities. Inasmuch as Italy 
has no neutrality law the Italians desire to reserve the right to modify 
or suspend on a reciprocal basis those provisions which might be af- 
fected by the application on the part of the United States of neu- 
trality measures. Accordingly, they propose the following formula to 
be added at the end of the first paragraph of this article: 

“In the event that one of the High Contracting Parties should ap- 
ply measures relating to neutrality which modify or suspend in whole 
or in part any of the provisions of this treaty, it is further agreed 
that the other High Contracting Party upon a reciprocal basis may 
likewise modify or suspend the obligations assumed in the said pro- 
visions”,
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With respect to the exception for Austrian preferences the wording 
of the Department’s suggestion is acceptable to the Italian authori- 

ties upon the understanding that the word “now” includes lists A and 
B contained in my telegram No. 492 of November 29, 6 p. m.4”* 

In order to prevent any possible subsequent misunderstanding with 
respect to tariff preferences which have been exempted a memoran- 

dum is being prepared by the Foreign Office relating to the wheat 
revaluation agreement with Hungary which in the opinion of the 
Italian Government does not constitute a preference. It desires, how- 
ever, to bring the terms of the agreement to the attention of the Ameri- 
can Government before concluding the treaty. It is hoped that this 
memorandum can be forwarded by telegram tomorrow. 

Article 20. The Foreign Office states that the reasons which pre- 
vent the extension of the treaty at this time to the Italian colonies 
relate to the special regime at present existing in the Italian colonies 
in all matters referring to entry and the exercise of commerce and 
professions on the part of Italian nationals, as well as to the special 
regulations and restrictions imposed upon the said nationals in the 
exercise of maritime trade and other activities. Such regulations in- 
volve a special procedure (corporative organization) which is applied 
to nationals but which cannot be automatically extended to foreign 
citizens. It is for the foregoing reason that the matter of extension 
of commercial treaties to the colonies has been the subject of separate 
agreements with other countries. The Italians state they would be 
prepared subsequently to enter into negotiation for this separate 
agreement but I am of the opinion that it would be difficult to en- 
visage any negotiations referring specifically to the colonies which 
would not raise the question of recognition of Ethiopia. 

The Temporary Arrangement. The Italian Government is now pre- 
: pared to reply accepting the proposal contained in the Department’s 

telegram No. 183 of November 27 but would greatly appreciate an 
amendment of form, namely, that the third paragraph of the American 
note be modified to read as follows: “It is agreed that while on its 
part the Government of Italy will in fact apply the provisions of 
article 8 of the proposed new treaty on and after December 15, 1937, 
the Government of the United States will on its part continue to 
accord ...” If this suggestion is acceptable to the Department the 
Italian Government would like to proceed to a formal exchange of 
notes before Wednesday of next week. 

- With respect to the preamble Count Ciano has been absent from 
Rome for the last few days in the company of the Yugoslav Prime 
Minister and it will not be possible to discuss the preamble with him 
until Monday at the earliest when I have requested an appointment. 

* Not printed.
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In connection with the use of the sovereign’s title in the preamble, 
may I again recall to the Department the multilateral treaty signed 
at Montreux for the abolition of capitulations in Egypt, in which 
document appears the use of the title “King of Italy and Emperor 
of Ethiopia” which as I understand was not construed at that time 
to involve recognition by any of the signatories of the Italian con- 

quest of Ethiopia. This treaty has now been promulgated in Italy. 
Throughout the recent discussions and in fact during the entire 

period of negotiations there has been a manifest desire on the part 
of the Italian authorities to do whatever might be possible to meet 
the Department’s views with respect to the various articles of the 
treaty. This is particularly the case with regard to article 8. Where 
it has not been possible to accept the American suggestions this has 
in a large measure been due to the fact that these suggestions would 
be contrary to existing provisions of Italian law which have formed 
the basis of treaties with other countries on [77] that they might on 
the most-favored-nation principle extend to countries other than the 

United States privileges which Italy is not prepared as yet to accord. 
This is particularly the case with respect to article 6 where it was 
explained that if the United States alone were involved it might 
be easier to reach a satisfactory solution. 

I should appreciate instructions on as many points as possible prior 
to next Monday. 

PHILLIPS 

711.652/136 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, December 11, 1937—7 p. m. 
[Received December 11—3: 30 p. m.] 

510. Embassy’s telegram No. 509, December 10, 7 p.m. In order 
that no possible misunderstanding might arise in connection with the 
wheat revaluation arrangement with Hungary the Italian Govern- 
ment has furnished the Embassy with the following oral explana- 
tion: 
When Hungarian wheat is purchased by Italian importers the pur- 

chase price is set in relation to the price prevailing on the world mar- 
ket for that particular quality of wheat and an additional amount 
is paid by the importer who receives facilities from the Italian Gov- 
ernment to that end. The example cited by the Italian authorities 
is that if wheat of a specified grade is purchased the price prevailing 
for the next higher grade is paid. It was further explained that the 
arrangement which is primarily of a political nature and does not
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constitute a formal agreement between the two governments does not 
require the purchase of any specified quantity of wheat but operates 
only when purchases are made. The existence of this arrangement is 
not made public but it is entered into between the Hungarian exporters 
and the Italian importers directly. : 

In the opinion of the Italian officials it does not constitute a prefer- 
ence but they desired frankly and confidentially to acquaint the De- 
partment with its terms. 

| PHILires 

711.652/137: Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, December 14, 1937—noon. 
[Received December 14—7 a. m.] 

515. My 509, December 10, and Department’s 183, November 27. 
The Foreign Office is most desirous of proceeding tomorrow at the 
latest to an exchange of notes putting into effect the “temporary ar- 
rangement” and has asked whether the Embassy could request imme- 
diate instructions to cover this point. This would involve only a 
reply to the Italian memorandum concerning the Department’s inter- 
pretation of article 8 and consideration of the proposed amendment 
of form. The Foreign Office would appreciate it if a reply could be 
sent so as to reach the Embassy this evening to allow time to prepare 
for the exchange of notes tomorrow. 

I hope to see the Minister again this afternoon with respect to the 
preamble. 

PHILLIPS 

711.652/140 

Memorandum of Conversation, by Mr. Melvin L. Leap of 
the Treaty Division 

[ Wasuineton,] December 14, 1937. 

Participants: Signor Fulvio de Suvich, Ambassador of Italy, 
Mr. Sayre, Mr. Dunn, Mr. Tittman and Mr. Leap. 

The Italian Ambassador called on Mr. Sayre at 12 o’clock noon 
today at his own request. He said he had received a telegram from 
his Government asking him to inquire at the State Department as to 
whether there was anything that could be done to expedite signature 
of the temporary arrangement which had been proposed by this Gov- 
ernment for governing commercial relations between the two countries 
during the interim between the date on which the treaty of 1871 ex-
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pires, i. e., December 15, 1937, and the date on which the proposed 

new treaty comes into force. He added that unless the temporary 

arrangement were signed on December 15 there would be a period 

during which commercial relations would not be based upon treaty 

provisions. Mr. Sayre said a telegram covering certain points which 
remained to be settled before the temporary arrangement could be 
signed had been prepared and was ready for transmission to our 
Embassy in Rome. He said these points arose in connection with the 
Précis of interpretation of certain provisions of Article VIII, and he 
felt that a complete understanding between the two Governments in 
respect of that article should be reached before the temporary arrange- 
ment was signed. Mr. Sayre indicated that the differences between 
the two Governments in respect of the Précis were such that they 
probably could be worked out without much difficulty. He said the 
two major points at issue were (1) the question of what is meant by a 
“representative period” and (2) the question of what constitutes 
most-favored-nation treatment in respect of rates of exchanges. He 
mentioned several other minor differences but said he thought there 
would be no disagreement on these. Mr. Sayre expressed the hope 

that the Italian Foreign Office would find itself in agreement with 
our views on the two major points and that the temporary arrange- 
ment could be signed on December 15. 

The Ambassador said it was his understanding that if the temporary 
arrangement were not signed on December 15th, it would be necessary 
for the President to issue a proclamation withholding generalization 
of customs duties to imports from Italy and he expressed considerable 
concern about this. Mr. Sayre reiterated that he was hopeful the 
agreement could be signed on December 15, but indicated rather clearly 
that if it were not signed on that date this Government would hesitate 
to take any action during the few days following which would alter 
the present status of trade relations. He then referred to the friendly 
relations between the two countries and went on to point out that the 
Department fully realized the difficulties involved in reaching an 
agreement within the short time that remains. 

The Italian Ambassador expressed gratification over this statement 
and said he would cable his Government at once the substance of what 
Mr. Sayre had told him and say that every effort was being made by 
this Government to have the temporary arrangement signed before the 
old treaty expires. Mr. Sayre said he would have the telegram trans- 
mitted immediately and would also send a flash to the Embassy ad- 
vising of itscoming. The Italian Ambassador seemed to be fully satis- 
fied with the statements made by Mr. Sayre. 

982609—54—82
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711.652/135 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

WasuHrinerTon, December 14, 1987—1 p. m. 

192. Your 509, December 10. We do not desire to conclude the 
temporary arrangement until complete agreement has been reached 
with respect to the interpretation of certain provisions of Article 
VIII. If the treaty is signed and transmitted to the Senate for advice 
and consent to ratification, it will be necessary also to transmit to the 
Senate the Précis which contains the interpretation in reference. 
Hence, the best procedure from the standpoint of this Government is 
to have the language of the Précis express in itself the interpretative 
understanding. 

It is understood that the language of the first two paragraphs of 
the Précis is satisfactory to Italy. 

As regards the Italian comment with respect to “representative 
period”, we do not agree to a specification in the Précis that the phrase 
means that a particular year shall be representative of past trade in 
all products. Paragraph 3 of Article VIII deals with quantitative 
limitations on the importation of individual products and the formula 
laid down in the Article is based upon that past period of trade in any 

individual product which was in fact representative. Thus the 
language of the paragraph anticipates that a period of trade which 
might be representative in respect of one product may not be repre- 
sentative in respect of another product. Moreover, it is often neces- 
sary to consider the trade over a period of more than 1 year in order 
to determine a period which is representative. In view of the fore- 
going, this Government does not agree to any change in the language 
of the third paragraph of the Précis. 

It is understood that all of the language of paragraph 4 of the 
Précis is satisfactory to Italy. 

Italy has accepted the language of the first sentence of paragraph 5 
of the Précis. It appears, however, that the Italians have miscon- 

strued the thought which we intended to convey by the term “cross 
rates of exchange”. By this term is meant the relative value of two 
currencies calculated from their values in terms of some third cur- 
rency as expressed in their rates of exchange on that third currency. 
Hence, the Embassy should explain further that under the terms of 
the first sentence in paragraph 5, an Italian importer would not be re- 
quired to produce more lire to pay for an article imported from the 
United States than he would have to produce should he buy exchange 
of any third country and exchange it for dollars. To illustrate: the 
lira was worth 5.2614 cents and the Reichsmark 40.33 cents in New 
York on December 10. Hence, the cross rate of exchange of the 
Reichsmark on the lira was approximately 7.66 lire per Reichsmark.
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Should the cost of the Reichsmark to Italian importers be reduced be- 
low this figure, the cross-rate in New York remaining unchanged, we 
would be entitled, under our understanding of the terms of paragraph 
4 of Article VITI, to an equivalent reduction in the cost of the dollar to 
Italian importers. It is not, of course, the intention to require the im- 
porter actually to purchase the currency of a third country and con- 
vert it into dollars. The provisions of paragraph 5 of the Précis relate 
only to the method of computing the required rate for the purchase of 
dollars. It is not the intention of this Government, however, to seek 
to apply the provisions of subparagraph (6) of paragraph 4 of Article 
VIII in respect of compensation currencies, except where American 
trade is materially affected. If the Italian Government accepts this 
interpretation we agree to omit the second sentence of paragraph 5 of 
the Précis. 

In order that we may be fully informed you are requested to cable 
immediately all parts of the Italian memorandum regarding Article 
VIII which were not transmitted with your 509 of December 10. We 
are hopeful that the Embassy can report the Italian reaction to the 
foregoing and that agreement can be reached on the Précis in time to 
authorize signature of the temporary arrangement on December 15. 

For your information and use at the proper time, the Italian pro- 
posal with respect to the third paragraph of the temporary arrange- 
ment is satisfactory, but it is suggested that it be amended to read 
as follows: 

“Tt is agreed that on its part the Government of Italy will in fact 
apply the provisions of Article VIII of the proposed new treaty on 
and after December 15, 1937, and that the Government of the United 
States will on its part continue to accord .. .” 

Also the last paragraph of the temporary arrangement should be 
amended to read as follows: 

“It is understood that the stipulations of this temporary arrange- 
ment do not apply to— 

(a) Preferential advantages which Italy accords to Albania, 
Austria, Bulgaria, Hungary, and Yugoslavia between December 
15, 1937 and December 31, 1937, or to 

(5) Preferential tariff advantages which Italy accords to 
Austria after December 31, 1937, under the terms of the treaty 
between Italy and Austria signed at .....on December 2, 

Before proposing the foregoing change in the last paragraph, the 
Embassy should satisfy itself that the treaty between Italy and Aus- 
tria of December 2 accords only the advantages set forth in Lists A and 
B as telegraphed to the Department in your 492 of November 29.4” 

Hoi 

“> Not printed.
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711.652/138 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, December 14, 1937—8 p. m. 
[Received December 14—6 p. m.} 

516. My 515, December 14, noon. After consultation with the 
Duce, Ciano sent for me this evening and informed me that neither 
of the Department’s suggested preambles is acceptable and that there- 
fore the treaty could not be signed. To accept either preamble 
would, he said, be unconstitutional from the Italian point of view 
which requires the Sovereign’s name and title in the preamble as the 

appointing power and furthermore to sign without the full title 
would raise a political issue. In the circumstances Count Ciano feels 
that the contemplated exchange of notes carrying on provisionally 
the present commercial relations between the two Governments is 
the best solution. Accordingly he is prepared to proceed with the 
exchange contemplated and would even be willing to extend this 
provisional arrangement to cover as many of the points covered in the 
treaty as may be possible. 

PHILLIPS 

711.652/139 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, December 15, 1937—1 p. m. 
[Received December 15—8: 35 a. m.] 

517. Department’s 192, December 14, 1 p. m. Italian authorities 
state that insofar as the “representative period” is concerned the year 
1934 was only specified in their comment as an indication of a year 
which was not affected by special conditions and do not propose any 
definite years for all products. 

With respect to paragraph 5 of the précis of interpretation the ex- 
planation contained in the Department’s telegram under reference is 
acceptable to the Italian Government on the understanding that a 
discrepancy of less than 3 per cent in the rates of dollar exchange as 
compared with the rate of exchange of compensation currencies would 
not be considered as prejudicial to American commerce. 

The first part of the Italian memorandum of comment regarding 
article 8 reads as follows: 

“With reference to the memorandum presented by the United States 
of America concerning the interpretation to be given to certain parts. 
of the said article, paragraph (a) the interpretation of paragraph 3. 
is accepted. Insofar as Italy is concerned the ‘representative’ period. 
will be the year 1934. 

(6) Paragraph 4 sub-paragraph (a) is accepted.
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(c) The wording of the first sentence of the interpretation of para- 
graph 4 (6) is accepted. The official Italian quotation of the dollar is 
in fact entirely on par with the unrestricted Italian lira quotation in 
New York and corresponds thereto save for negligible variations in 
lira quotations on the various leading world markets.” 

The remainder is as quoted in my 509 of December 10th. 
Definite assurances have been given to the Embassy that the treaty 

between Italy and Austria accords only the conditions set forth in 
lists A and B. The other amendments contained in the Department’s 
telegram with respect to the temporary arrangement are accepted by 
the Italian authorities. Under the circumstances the Italian authori- 
ties request that authorization to sign the temporary arrangement be 
transmitted to the Embassy immediately. 

Should the signature be deferred beyond today the Italian Govern- 
ment is prepared if the arrangement can be concluded within the next 
2 days to consider it effective as of December 15th. 

PHILLIPS 

711.652/139 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

_ Wasutneton, December 16, 1937—1 p. m. 

194, Your 515 and 517, December 14 and 15. The statement of the 
Italian authorities with respect to the phrase “representative period” 
is satisfactory. 

For the purposes of paragraph 5 of the Précis, this Government 
‘will not, during the continuance of the temporary arrangement con- 
sider that a discrepancy of less than 8 percent in the rates of dollar 
exchange as compared with the rates of compensation currencies would 
‘be materially prejudicial to American commerce. Hence, it appears 
that the two Governments are in agreement with respect to all of the 
language and contents of the Précis as it relates to the temporary 
arrangement. 

It is noted that the amendments suggested by the Department with 
respect to the last two paragraphs of the temporary arrangement are 
satisfactory to Italy, and that the treaty between Italy and Austria 
accords only the advantages set forth in lists A and B. 
Upon presentation of the foregoing to the appropriate authorities 

and upon the understanding that the text of Article VIII as enclosed 
with Department’s instruction No. 163 of August 9 remains as trans- 
mitted and the text of the précis is as submitted in telegram No. 184 
of November 30, except that within your discretion the second sen- 
tence of paragraph 5 may be omitted, you are authorized to effect the 
temporary arrangement by an exchange of notes. It is of course 
understood that the text of the précis will be a part of the temporary
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arrangement. Immediately upon signature please report and state 
whether the notes were dated December 15. 

We have noted with regret the statement of the Italian Govern- 
ment that neither of the Preambles proposed by this Government are 
acceptable and that therefore the proposed treaty can not be signed. 

If you perceive no objection, please present the foregoing to the 
Foreign Office orally or in writing in your discretion. 

Hoi. 

[For text of Temporary Commercial Arrangement between the 
United States and Italy, signed December 16, 1937, together with 
Annex and Précis, see Department of State Executive Agreeinent 

Series No. 116, or 51 Stat. 361.] 

711.652/144 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, December 18, 1937—11 a. m. 
[Received December 18—9:27 a. m.] 

522. My 521, December 17, 8 p.m.“ At the time of exchange of 
notes last night the Italian officials expressed the hope that some way 
might be found to conclude a similar arrangement which would bring 

| into operation the other articles of the proposed commercial treaty 
which have been tentatively agreed upon in the recent negotiations. 
They consider that the two Governments are in substantial agreement 
with respect to nearly all of the proposed treaty provisions and that 
only the difficulty in connection with the preamble and the use of the 
Sovereign’s title prevents an early signature. 

Accordingly, the Italian Government proposes that discussions be 
immediately inaugurated looking to the conclusion of a modus vivendi 
between the Governments of the United States and Italy which would 
embody as many of the articles of the proposed commercial treaty as 
the Department would be willing to include. Such an arrangement 
might take the form of an exchange of notes similar to those signed 
yesterday and might be operative for a period say of 6 months to be 
renewable for like periods if in the meanwhile it has not been possible 
to conclude a formal treaty. 

Although it was explained that certain difficulties with respect to 
American constitutional procedure might arise in connection with 
such a proposal the Italian authorities, nevertheless, request that it be 
given careful study and would appreciate an early indication whether 
the Department would be willing to consider an arrangement of this 
nature. 

PHILLIPS 

“ Not printed.
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711.652/143 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, December 18, 1937—noon. 
[Received December 18—7 : 44 a. m.] 

523. My 522, December 18, 11 a.m. In view of approaching holi- 
days could you give me your views as to whether the immediate nego- 
tiations suggested are practicable. 

PHILLIPS 

711.652/143 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

WasuHinaton, December 18, 1937—3 p. m. 

196. Your 523, December 18, noon. Although under our Con- 
stitution the President may by an executive agreement embodied in 
an exchange of notes promise reciprocal most-favored-nation treat- 
ment, the attempt to include in such an exchange general provisions 
going far beyond this would raise very serious questions both as to 
the constitutionality and expediency of such an agreement. Depart- 
ment is giving careful consideration to this problem, which will re- 
quire considerable study before a definite conclusion can be reached. 
In my own personal view immediate negotiations such as suggested 
are therefore not practicable. 

Hou 

711.652/136 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

WasHInGTOoN, December 18, 1937—4 p. m. 

197. Your 510, December 11. Italian oral explanation of wheat 
arrangement with Hungary states “an additional amount over world 
market price is paid by the importer, who receives facilities from the 
Italian Government to that end.” These “facilities” would appear 
to involve Government supported bonusing of wheat imports: from 
‘Hungary and therefore to be preferential in effect. 

Unless you perceive some objection, you should communicate the 
following to the Italian authorities in writing. 

“My Government is of the opinion that the treatment which Italy 
accords in connection with the importation of Hungarian wheat con- 
stitutes a preference, is similar in its economic effects to a tariff pref- 
erence, and hence is contrary to the purposes and intent of Italy’s 
obligation under the temporary arrangement. Nevertheless the Gov- 
ernment of the United States will not seek to have the provisions of 
the temporary arrangement applied in respect of the particular ar-
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rangement in reference but reserves the right to object if Italy should 
accord a similar preference in respect of any other product imported 
from Hungary or in respect of any product imported from any other 
country.” 

: Hub 

711.652/143 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

WASHINGTON, January 12, 1938—7 p. m. 

3. Your 522 and 523 of December 18, and Department’s 196 of 
December 18. Aside from the Constitutional question presented, 
which is still being studied, we have concluded that it would be in- 
expedient from a domestic standpoint to attempt at this time to enter 
into second modus vivendi which would include other articles of the 
proposed commercial treaty. The publicity attending the signing 
of the temporary arrangement of December 16, 1937, indicated that 
the arrangement was intended to bridge the gap between the termi- 
nation of the old treaty and the signing of the proposed new treaty. 
If a second temporary arrangement embodying proposed treaty ar- 
ticles should be signed within the near future, we might be placed in 
an awkward position to explain the reasons therefor and there may be 
opposition in the Senate on the ground that we were attempting to 
accomplish by executive agreement that which, on the face of the 
record, was originally intended to be accomplished by treaty. 

Hv 

PROPOSALS FOR A CONVENTION TO SUPERSEDE THE EXISTING 
CONSULAR CONVENTIONS BETWEEN THE UNITED STATES AND 

ITALY | 

711.6521/223a 

| The Secretary of State to the Ambassador in Italy (Phillips) 

No. 780 Wasuineton, December 7, 1936. 

Sir: Referring to the last paragraph on page 5 of its communica- 
tion dated September 8, 1936, addressed to you in care of the S. S. 
Manhattan, the Department sends you herewith a draft of a consular 

convention with Italy® which you are requested to present to the 
Italian Government, at such time as you may deem appropriate. The 
proposed convention is intended to supersede the present consular con- 
vention between the United States and Italy, signed May 8, 1878," 

” Foreign Relations, 1936, vol. 1, p. 344. 
° Not printed. 
William M. Malloy (ed.), Treaties, Conventions, etc., Between the United 

States of America and Other Powers, 1776-1909 (Washington, Government Print- 
ing Office, 1910), vol. 1, p. 977.
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as amended by the supplemental convention signed February 24, 1881,” 
and by negotiations in 1915-1917 ** effecting the cancellation of the 
supplemental convention and Article XIII of the Convention of 1878. 
A copy of each of those conventions is enclosed. 

The present draft is based upon the consular provisions of the treaty 
of friendship, commerce and consular rights with Norway, signed 
June 5, 1928. <A copy of this treaty is enclosed. There has been 
some slight rearrangement of the articles in order to bring related 
articles together. 

In Article I of the draft, which corresponds to Article XVI of the 
Norwegian treaty, there are only two changes, both minor ones, 
namely, the substitution of the word “government” for “ governments” 
at the beginning of the third paragraph and the substitution of the 
word “convention” for “treaty” at the end of that paragraph. 

In the second and third paragraphs of Article II of the draft which 
corresponds to Article XVII of the Norwegian treaty, the word 
“court” has been substituted for the words “the trial” as being techni- 
cally more correct. _ 

The first paragraph of Article III of the draft which corresponds 
to Article XVIII of the Norwegian treaty, does not contain the phrase 
“levied upon their persons or upon their property” which appears in 
the treaty. For your information it may be pointed out that this 
phrase has been interpreted by the Treasury Department as requiring 
the payment of excise taxes on liquor imported by foreign consular 
officers. In order to accord the complete exemption which is desired 
it is necessary to eliminate the phrase. The omission will make the 
draft conform to the corresponding provisions in the treaty of friend- 
ship and general relations with Spain, signed July 3, 1902.5 

You will observe that a new stipulation appears in the draft of 
Article III. It is desired to obtain exemption from taxation on the 
official compensation of Treasury and Agricultural Attachés and other 
officers of the Government stationed abroad. Free entry privileges 
for such officers are included in the next. Article. | 

At the end of the first paragraph of Article III of the draft, in 
speaking of the exemption of salaries, fees or wages of consular 
officers, the phrase “and not engaged in any profession, business or 
trade” is eliminated. It.is felt that compensation for official services 
should be exempt from taxation even though the consular agent may 
be engaged in private business. This is in accordance with most. 
existing consular conventions of the United States. 

_ The third and fourth paragraphs of Article III relating to the 
right to acquire and own land and buildings for governmental pur- 

® Malloy, Treaties, 1776-1909, vol. 1, p. 983. 
® See Foreign Relations, 1915, pp. 3 ff., and ibid., 1917, pp. 18 ff. 
* Tbid., 1928, vol. 111, p. 646. 
 Tbid., 1903, p. 721.
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poses and exemption of such land and buildings from taxation are 
also contained as Article XVIII in the draft of the treaty of commerce 
and navigation, which was sent to you with the Department’s instruc- 
tion of September 8, 1936. If these provisions be included in the 
treaty of commerce and navigation they should, of course, be elimi- 
nated from the consular convention before it is signed. 

Article IV of the draft, which corresponds to Article X XVI of the 
Norwegian treaty, makes more explicit the stipulation that free entry 
is to be accorded to consular officers and their families at any time 
during the incumbency of the post. The last sentence of the first 
paragraph of Article X XVI of the Norwegian treaty has been entirely 
eliminated. It is felt that it is better to accord the right of free entry 
without regard to most-favored-nation treatment. 

Article V of the draft is changed so as to guarantee that officers 
may place the arms of their state on official automobiles. The word 
“fly” has been substituted for “hoist” in relation to the display of the 
flag. In place of the second and third paragraphs of the correspond- 
ing article in the Norwegian Treaty, Article XIX, a single shortened 
paragraph has been substituted which is more satisfactory. 

The first paragraph of Article VI of the draft is practically iden- 
tical with the first paragraph of Article XX of the Norwegian treaty. 
Provisions have been added guaranteeing the right of consular officers 
to visit their countrymen who have been imprisoned or arrested. 

Article VII of the draft, which corresponds to Article X XI of the 
Norwegian treaty, has been slightly edited so as to read more smoothly ; 
it covers among other things the authentication of signatures. 

In Article VIII, which corresponds to Article X XIII of the Nor- 
wegian treaty, the word “locality” has been substituted for “terri- 
tory” in the first paragraph, and the second paragraph has been 
omitted as being unnecessary. The treaty with Norway is the only 
consular convention of the United States which contains this provision. 

Article IX of the draft corresponds to Article XXIV of the Nor- 
wegian treaty. In the first paragraph the word “mandate” has been 
replaced by the phrase “power of attorney”. 

The sole change in Article X of the draft, which corresponds to 
Article XXII of the Norwegian treaty, appears in the last sentence, 
where, in place of the clause “and rendering such assistance as may be 
permitted by the local laws”, there is substituted the clause “or of ren- 
dering assistance as an interpreter or agent.” 

Article XI of the draft is an entirely new article designed to guar- 
antee the right of a consular officer to visit his imprisoned countrymen. 

Article XII of the draft is identical with Article X XV of the Nor- 
wegian treaty.
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Article XIII of the draft, which corresponds to Article X XVII 
of the Norwegian treaty, does not contain a provision in the first para- 
graph permitting a person other than a consul to direct the salvage of 
the wreck. Thisstipulation was introduced into the Norwegian treaty 
at the request of the Norwegian Government and does not appear in 
other treaties of the United States. 

The remaining two articles deal merely with territorial application 
of the convention and the customary provisions relating to ratifica- 

tion, termination, et cetera. | 
Very truly yours, For the Secretary of State: 

Wiipur J. Carr 

711.6521/224 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, January 4, 1937—6 p. m. 
[Received January 4—1:08 p. m.] 

5. Before submitting to the Foreign Office the draft consular con- 
vention transmitted with the Department’s instruction of December 
7th, I consulted the Consul General in Naples © and desire to submit 
his observations. 

(1) It would seem that the second paragraph of article ITT literally 
interpreted would grant to United States Government officials in 
Italy, other than Consuls, no tax exemptions except from the payment 
of income tax on their salaries alone. By its operation the career 
medical officers of the Public Health Service and officials of the De- 
partment of Labor stationed at Consulates would be required to pay 
the apartment tax, lease tax, circulation tax and others, while Amer- 
ican clerks in the Consulate would be exempted. Such discrimina- 
tion against career officers of other departments seems to Du Bois un- 
desirable and might be eliminated from the treaty by the omission 
of the words “so far as they relate to official compensation”. 

(2) Article X may also offer certain difficulties in handling Amer- 
ican shipping interests in Italy. The last sentence of its first para- 
graph gives consular officers jurisdiction over wage disputes and con- 
troversies over terms of shipping articles on American ships in Italian 
ports but admits that the jurisdiction of the captain of the port “shall 
not be excluded” if local law confers authority on him to concern him- 
self with wage disputes on foreign ships in his port, which it does in 
this case unless other treaty provision is made. By paragraph 2 of 
this article the Consul may not exercise jurisdiction in the case of an 

* Coert du Bois.
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assault on board which, by Italian law, constitutes a crime. Would 
it not be preferable to embody existing practice and leave to the Con- 
sul’s jurisdiction all troubles on ships which do not disturb the peace 
of the port. Those which do would come under local police regula- 
tions but no arrests could be made on board unless the Consul’s consent. 
has been asked which has always been given. 

PHILLIPS. 

711.6521/224 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

WasHIneton, January 15, 1937—7 p. m. 

5. Your No. 5, January 4, 6:00 p. m. | 
(1) You are authorized to eliminate the words “so far as they 

relate to official compensation” in paragraph 2 of article 3. 
(2). The proviso recognizing the jurisdiction of local authorities 

in wage disputes seems necessary under the Seamen’s Act of 1915.% 
Provisions in conflict with that Act in the Consular Conventions of 
1878 and 1881 were terminated by Agreement with Italy. See Foreign 
Relations of the United States for 1915 and 1917. That Act represents 
the settled policy of the United States with reference to jurisdiction in 
the United States. It is deemed unwise to attempt to change that act 
by treaty, and of course this Government can not ask for greater 
jurisdiction of its own consular officers over American ships or sea- 
men in foreign ports. 

(3). In respect of acts constituting crimes according to the law of a 
State of the Union, committed on board vessels when within the limits 
of such State, it has heretofore been the Department’s policy not to 
seek to interfere by treaty with State jurisdiction. It is deemed to be 
undesirable to change this policy. 

Hub 

711.6521/227 | 

| The Chargé in Italy (Kirk) to the Secretary of State 

No. 842 Rome, April 29, 1987. 
[Received May 12.] 

Sir: With reference to the Embassy’s despatch No. 176 of January 
25, 1987 °° concerning the submission to the Italian Minister for For- 
eign Affairs of the draft of the Consular Convention to be negotiated 
between the United States and Italy, I have the honor to inform the 

° 38 Stat. 1164. 
° Not printed.
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Department that the Italian Foreign Office has now prepared a mem- 

orandum of observations with respect to the draft convention. ‘This 
memorandum was accompanied by a model treaty which is the form 
usually followed by the Italian Government in similar negotiations. 
A translation of the memorandum of observations is enclosed to- 
gether with the pertinent articles of the model treaty,® which in cer- 
tain cases have been suggested in substitution for articles of the 
American draft. 

In the discussion which took place between a member of the Em- 
bassy staff and officials of the Italian Foreign Office concerning the 
draft convention and the Italian observations, the latter explained 
that the American draft with respect to Articles III and IV relating 
to Tax Exemptions and Customs Exemptions would probably give 
rise to the greatest difficulty inasmuch as existing legislation in Italy 

" would not permit any deviation from the recognized policy of accord- 
ing certain limited exemptions only to foreign consular officials, and, 
moreover, that the Ministry of Finance had been very insistent that 
this policy should not be altered. It was, however, pointed out to 
them that the American draft, in conformity with all recent Ameri- 
can consular conventions, was intended to broaden mutual consular 
amenities, and that there would be little improvement over the exist- 
ing treaty should the tax exemptions be restricted to exemptions from 
direct taxes and limited to career consular officers and should the 
customs privileges be granted only to principal officers at the Con- 
sulates. In this case subordinate consular officers and members of 
the consular staffs would be subject to approximately the same treat- 
ment as all foreigners entering Italy. The Italian officials replied 
that they recognized this difficulty and promised to resubmit the 
articles to the Ministry of Finance in order to ascertain whether 
it might not be possible to find some compromise but admitted that 
they were not hopeful of securing consent to any important modifica- 
tion in the terms of their alternate proposal. - 

It will be noted that the Italian memorandum requests clarifica- 
tion of certain phrases in the American draft. Among these is the 
phrase “officials who are duly appointed to exercise governmental 
functions in the territory of the other High Contracting Party,” 
which appears both in Articles III and IV.. The Italian officials 
point out that it will be necessary to ascertain more specifically to 
what officials it is intended the exemptions will apply and, as an ex- 
ample, cite the case of the functionary appointed by the Italian Minis- 
try of Finance who is at present in New York for the purpose of 
purchasing tobacco in behalf of the Government tobacco monopoly. 

© Neither printed.
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They ask whether such a person is to be considered an official exercis- 
ing governmental functions and raise the same question in connection 
with the appointment by the Ministry of Press and Propaganda of 
persons serving in the Italian state tourist offices in the United States. 

They also state, in connection with the appointment of these officials, 

that Paragraph 2 of Article IIT of the American draft provides that 
the State appointing them shall indicate to the other State satisfactory 
evidence of their appointment and shall specify the character of the 
services performed, but is silent with respect to consent to be obtained 
by the other State before the said officials shall be permitted to exercise 
their duties. The Italians consider that this point should be clarified 
in any future convention. 

With respect to paragraph 3 of Article III, the Italian officials 
inquire whether this provision guarantees the right of a foreign gov- 
ernment to acquire lands in each of the States of the United States, 
as it was their understanding that certain States prohibit foreign 
governments from owning property within their limits. It is said, 
in this connection, that the Italian Government experienced difficulty 
in acquiring its consulate general in New York since the State of New 

York maintained such a prohibition in its legislation. | 
’ There is also enclosed for the information of the Department a 
copy of the memorandum prepared by the Consul General at 
Naples with respect to the Italian observations, in which suggestions 
the Embassy concurs. | 

It will be noted that, with the exception of Articles III and IV 
above referred to, the only other major difficulty relates to the Italian 
suggestion respecting Article XI. It is proposed to add to this article 
a phrase “within the limits of the laws and regulations in force within 
the country in which he exercises his functions.” Such addition 
would appear so to modify the sense of this article as to render it 
of doubtful value inasmuch as it would be possible for either country 
to pass such laws as to prohibit consular officers of the other state 
from communicating at all with their. Nationals. When this point 
was brought to the attention of the Italian authorities, they stated 
in reply that the Italian penal code provides that a judge within 
his discretion is authorized under certain conditions to prevent an 
accused person from communicating with any one pending trial, and 
that it would be difficult to modify this provision of law solely for 
the purpose of the treaty under discussion. It was agreed, however, 
that the question would again be referred to the Ministry of Justice 
for further study. 

The Italian authorities express the hope that it will be possible 
to obtain an early reply to their observations in order that the nego- 

* Not printed.



ITALY 503 

tiations relating to this treaty may be concluded in time to permit 
the American Senate to give its consent to the ratification of the new 
accord during the present session of Congress. Accordingly, the 
Embassy would be glad to have a telegraphic reply to the points 

raised, as outlined above. 
Respectfully yours, ALEXANDER Kirk 

711.6521/231 : Telegram | 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, July 7, 1937—8 p. m. 
: [Received July 7—6: 50 p. m.] 

- 319. In a further discussion today with the Foreign Office officials 
concerning the draft consular convention they state that the Ministry 
of Finance is not prepared to depart to any great extent from the 
Italian draft of articles 3 and 4 contained in the memorandum sub- 
mitted with the Embassy’s despatch No. 342 of April 29. While 
exemptions from direct taxes might be accorded to “regular” consular 
officials to include service employees, nationals of the state by which 
they are appointed, but not temporary or foreign employees, the 
Ministry is unwilling to extend customs courtesies or other tax 
exemptions beyond their draft formula. Although it is recognized 
that existing contrary legislation could be superseded by the provi- 
‘sions of the new treaty it is nevertheless the opinion of the Finance 
Ministry that under the existing most-favored-nation clauses customs 
privileges granted to American consular officials on a reciprocal basis 
would have to be extended ‘to consular officers of other states which 
would be contrary to Italian practices or desiderata. 
We against [again?] explained that there would be little improve- 

ment over existing treaty provisions should this position be maintained 
and that the extension of mutual consular amenities was the underlying 
principle of all recent American conventions and to abandon it would 
constituté a recession move in American practice. Foreign Office 
officials expressed considerable regret that they had been unable up to 
the present to bring about any change in the position taken by the 
Ministry of Finance and stated that it might be helpful in this con- 
nection if they could be furnished a list of existing American treaties 
in which provisions similar to those contained in our draft articles 
3and4appear. They offer, however, little hope of altering the views 
of the Ministry of Finance and ask whether under these circum- 
stances the Department would be willing to continue the examination 
of the other articles. | | 

A telegraphic reply would be appreciated. | 
PHiiies
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711.6521/231: Telegram — 

The Secretary of State to the Ambassador in Italy (Phillips) 

WasHINeron, July 12, 1937—7 p. m. 

123. Your 319, July 7, 8 p. m. Provisions similar to Articles 3 
and 4 of our draft, except that they do not include provisions relating 
to officers, such as Public Health officers, appear in Articles 19 and 27 
of the Treaty of Friendship, Commerce and Consular Rights with 
Germany, 1923; Articles 18 and 27 of the corresponding Treaty with 
Estonia, 1925; Articles 16 and 22 with Hungary, 1925; Articles 18 
and 26 with Honduras, 1927; Articles 19 and 27 with Latvia, 1928; 
Articles 16 and 25 with El Salvador, 1926; Articles 15 and 21 with 
Austria, 1928; Articles 18 and 26 with Norway, 1928; Articles 17 and 
18 with Poland, 1931; Articles 21 and 27 with Finland, 1934.” 

It will thus be seen that provisions similar to Articles 3 and 4 appear 
in all treaties of the United States relating to the consular estab- 
lishment concluded since 1923. 

The Department would be disposed to accept the limitation of the 
exemption from taxation to direct taxes, if the Italian Government 
insists upon it, but with respect to its proposal as to free entry for 
consular officers it must insist upon some material broadening of the 
rights now granted to American consular officers in Italy, in the direc- 
tion of the proposals made in its draft. 

| Hui. 

711.6521/232 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

_ Roms, October 27, 1937—4 p. m. 
[Received October 27—2: 02 p. m.] 

457. Department’s telegram 104, June 16, 6 p. m.,® last paragraph, 
and Embassy’s 319, July 7,8 p.m. The Foreign Office has now in- 
formed the Embassy that with respect to article IV of the draft con- 
sular convention the Ministry of Finance has been forced to confirm 
the opinion already expressed despite the efforts of the Foreign Office 
to surmount the difficulties presented. | 

In connection with paragraph 3 of article IV, the Ministry of 
Finance has declared that it cannot agree to exempt from customs 
inspection shipments of goods to the consular offices since introduction 
into Italy of foreign goods is always subject to preliminary customs 
verification whether they are to be admitted duty free or not. 

“For texts of treaties listed above, see appropriate country sections of. the 
annual volumes of Foreign Relations. 

© Not printed.
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Although in a previous communication (see Embassy’s No. 342 of 
April 29, 1937) the Foreign Office had stated that the free entry of all 
objects destined for the official use of consular offices would be author- 
ized, the Finance Ministry now proposes to limit customs exemption 
of objects destined for the official use of consular offices to the period 
of original installation of such offices. This discrepancy has been 
called to the attention of the Foreign Office which agreed to reopen the 
subject with the Finance Ministry but considers that the latter’s deci- 
sion against the extension of customs exemption to consular officers, 
for objects imported for personal use after the period of their first 
installation, is final. It is explained that the chief obstacle to such 
exemption lies in the fact that it would be contrary to the treatment 
established not only by Italian legislation but also by the numerous 
agreements that have been concluded between Italy and various foreign 
countries. The Ministry states that it is indeed true that the privileges 
requested by the United States would be also granted on the basis of 
reciprocity to Italy; but similar exemptions would automatically and 
as time goes on be requested by other states even though on the basis 
of reciprocity which might in more than one instance redound against 
the fiscal interests of the country. 

In conclusion the Foreign Office has, however, expressed the hope 
that the American authorities will find it possible to reconsider their 
point of view with respect to this article and that the consular conven- 
tion may none the less be concluded. 

PHILLIPS 

711.6521/232 : Telegram 

| The Secretary of State to the Ambassador in Italy (Phillips) 

Wasuineton, November 23, 1937—7 p. m. 

179. Your 457, October 27, 4 p. m., and 481, November 19, noon. 
(1) The Department desires you to inform the Italian Foreign 

Office orally or in writing in your discretion that this Government 
regrets that it is not in a position to proceed with the negotiations on 
the basis of initial free entry only set forth in your telegram under 
reference. You should express the hope that the Italian Government 
may, at some future time, be in a position to reopen the negotiations 
upon the broader basis set forth in the Department’s draft convention. 

(2) If a convention on the basis of the Italian proposals were con- 
cluded it would materially minimize the chances of this Government 
concluding consular conventions with other countries upon the 
broader basis. While a consular convention on the narrow basis 

“Latter not printed. 
982609—54 88



506 FOREIGN RELATIONS, 1937, VOLUME II 

would be entirely out of line with other consular conventions now in 
course of negotiation, it is possible that the conclusion of these pend- 
ing negotiations with other countries may facilitate a reopening of 
negotiations with the Italian Government on a basis more in line with 

its proposals. 
(3) While paragraph 2 is for your information, you may, in your 

discretion, communicate all or part of it to the Italian Foreign Office. 
(4) In expressing the regret of this Government that the negotia- 

tions for a consular convention must be suspended for the time being, 

you should indicate your appreciation of the cordial and sympathetic 

cooperation afforded by the officers of the Italian Foreign Office in 
exploring the situation. . 

(5) For the further information of the Embassy only. The De- 
partment does not consider it worth while in this connection to enter 
into a new consular convention which is not broader than the treaty 
of 1878 and fails to grant more rights than are now accorded by Italian 
legislation. : 7 

| How 

711.6521/233 : 

The Ambassador in Italy (Phillips) to the Secretary of State 

No. 682 : Romer, December 2, 1987. 
[Received December 14.] 

Sir: In compliance with the Department’s telegraphic instruction 
No. 179 of November 23, 7 p. m., I have the honor to report that the 
Embassy communicated in writing with the Foreign Office to the 
effect that it would not be possible to proceed with the negotiations of 
the proposed consular convention between the United States and 
Italy on the basis of initial free entry only for consular officers. 

The receipt of the Embassy’s communication has now been acknowl- 

edged by the Foreign Office, which takes note of this decision and 
adds that the present Consular Convention therefore will remain in 
force. 

Respectfully yours, | WILLIAM PHILLIPS



| a, | LITHUANIA : : 

. REPRESENTATIONS REGARDING ALLEGED DISCRIMINATION 
— AGAINST AMERICAN TRADE IN LITHUANIA* | 

660M.116/20 | | a 

Lhe Minister in Lithuania (Lane)? to the Secretary of State 

No.. 427 Rica, March 2, 19387. 
oo, [Received March 23. | 

| Sir: Referring to my despatch No. 141 of February 18, 1937 from 
Kaunas,’ in the last paragraph of which I referred to my conversation 

on that date with the Minister for Foreign Affairs, Mr. Stasys Lozo- 
raitis, I have the honor to state that one of the basic reasons for my 
call on the Minister was to discuss with him the report which had 
reached the Legation that the allotted number of American auto- 
mobiles imported into Lithuania would not be increased by the Lith- 
uanian Government despite the substantial reduction in the Lith- 
uanian tariff on automobiles. 

I pointed out to Mr. Lozoraitis that in previous years the United 
States had been able to import into Lithuania between 30 and 50 per 
cent of the total number of automobiles marketed in Lithuania each 
year. This total, however, had been small.* Owing to the reduction 
in the Lithuanian automobile tariff, the Legation was informed that 

perhaps over 500 automobiles would be imported during the present 
year, many of which would be used for government purposes. I stated 
that. we had been given to understand that the United States would 
receive a quota of only 80 automobiles out of the total number to be 
imported. I contended that this seemed to be. entirely out of reason: 
Lithuania has a favorable trade balance of 2,300,000 lits with the 
United States; furthermore, many remittances to Lithuania from 
Lithuanians residing in the United States increase this balance. Not 
only from the point of view of equity, I argued, but also from that of 
comity, (considering the interest which Lithuania must have in a coun- 

try where almost a million Lithuanians reside), the United States 

1 Continued from Foreign Relations, 1935, vol. 11, pp. 566-578. . 
The Minister was accredited to Estonia, Latvia, and Lithuania, with residence 

at Riga, until August 9, 1987. Mr. Owen J. C. Norem was appointed Minister to 
Lithuania, only, on August 23, 1937. 

§ Not printed. 
*1934—180 ; 1935—-150 ; 1936—231. [Footnote in the original. ] 
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should have at least equal treatment with that accorded to other 
nations. 

I expressed my understanding that Germany had made representa- 
tions under cover of its trade agreement with Lithuania of 1936 +* to 
secure for German automobile manufacturers virtually the entire 
Lithuanian automobile market. 

Emphasizing that I was speaking personally and not under instruc- 
tions, I said that I was broaching this matter to the Minister for For- 
eign Affairs, so that he might make an investigation and take such 
steps as to avoid creating what would in effect be an unfair discrimina- 
tion against American interests. I added that in my opinion many 

unpleasant situations might be avoided in diplomacy if the subject 
were discussed personally and informally, before the situation became 
acute. Then ifthe facts justified it, measures might be taken to obviate 
the necessity of making formal diplomatic representations. 

The Minister for Foreign Affairs said that he would take up the 
matter immediately with the Minister of Finance and ascertain the 
facts and then discuss the matter with the Chargé d’Affaires, Mr. 
Kuykendall. I am sending a copy of this despatch to Mr. Kuykendall 
with the request that he supplement it with any further information 
which may come to his attention. 

Respectfully yours, ArTHorR Briss Lanz 

660M.116/20 

The Secretary of State to the Minister in Lithuania (Lane) 

No. 103 Wasuineton, April 13, 1937. 

Sir: The Department has received and read with much interest your 
despatch No. 427, March 2, 1937, in which you report your conversation 
on February 18, 1937, with the Lithuanian Minister for Foreign Affairs 
with regard to the quota in Lithuania for American motor cars. 
The Department has noted with gratification and approval your 

alertness in following developments likely to affect American trade 
and the effort made by you to obtain for that trade an equitable share 
in the Lithuanian market. Itis hoped that your conversation with the 
Minister will have the effect it was designed to produce. 

In connection with the treatment accorded to American trade in 
Lithuania, it should be borne in mind that the concessions granted by 
the United States to other countries in agreements concluded under 
the Trade Agreements program are at present generalized to Lithu- 
ania. Generalization of these concessions will continue provided that 
Lithuania does not discriminate against American trade. Should, 

“Signed August 5, 19386; Reichsgesetzblatt, Jahrgang 1936, Teil II, p. 248.
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hawever, discrimination by Lithuania be established, the President 
may suspend the application of such concessions to the products of 
that country. These facts might well be brought to the attention of 
the Lithuanian authorities should it again become necessary to discuss 
with them threatened or actual discrimination against American trade. 

It may be added for your information that nondiscriminatory treat- 
ment of the commerce of the United States with respect to quantita- 
tive restrictions on imports is considered by this Government to re- 
quire, without reference to the allotments to other countries, the allot- 
ment to the United States of a share of the total quantity of any article 
permitted to be imported equivalent to the proportion of the total 
importation of the article which this country supplied during a previ- 
ous representative period. By the term “representative period” is 
meant a series of years during which trade in the particular article 
under consideration was free from quantitative restrictions and dis- 
criminations and was not affected by unusual circumstances. 

A copy of this instruction is being sent to the Chargé d’Affaires ad 
interim at Kaunas for the files of the Legation at that capital.° 

Very truly yours, For the Secretary of State: 
Francis B. Sayre 

660M.116/22 

The Minister in Lithuania (Lane) to the Secretary of State 

No. 191 (Diplomatic) Kaunas, May 5, 1937. 
[Received May 14. | 

Sir: With reference to my despatch No. 427 of March 2, 1937, from 
Riga, and to the Department’s instruction, in reply, to Riga, No. 103 
of April 138, 1987 (File No. 660M.116/20), regarding the Lithuanian 
quota for importation of American automobiles, I have the honor to 
state that this morning I had a further conversation with the Lithua- 
nian Minister for Foreign Affairs on this subject. 

I expressed to Mr. Lozoraitis the gratification of my Government 
and of myself that the conversation which I had with the Minister 
on February 18, 1937, had apparently borne fruit: according to infor- 
mation which I had received from certain Lithuanian officials, Amer- 
ican motor cars would be imported on the basis of our imports in the 
years prior to the establishment of import restrictions,—in other 
words, approximately 60 percent of Lithuanian automobile imports 
would come from the United States. I expressed the hope that the 
information which we had received from the above mentioned officials 

* This instruction was sent to the Minister at his residence in Riga, Latvia.
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is correct.* The Minister stated that we had been correctly informed; 
that, following my talk on February 18th, he had taken up the sub- 
ject of our conversation with the appropriate officials; and that we 
might rest assured that there would be no discrimination against 
American imports of automobiles or of other products from the United 
States. , 

Taking advantage of Mr. Lozoraitis’ use of the word “discrimina- 
tion” I proceeded to define to him, in accordance with the fourth par- 
agraph on Page 2 of the Department’s instruction No. 1038,° our in- 
terpretation of what constitutes discriminatory treatment of com- 
merce of the United States. 

~ In connection with the general subject of Lithuanian-American 
trade, I expressed the hope to the Minister that, along the lines of 
conversations which [ had had with Government officials in Latvia and 
Estonia,® the United States would be given equality of treatment and 
pointed out that we did not desire preferential consideration but 
merely an opportunity to compete on equal terms with European 
nations. I expressed the opinion that due to the tendency in certain 
countries in Europe to insist upon the bilateral balancing of trade, 
pressure has been brought upon Lithuania, Latvia and Estonia to pur- 

chase products from certain European countries under the threat of 
those countries discontinuing purchases from the respective Baltic 
States. I added that I had reason to believe that sometimes political 
pressure is brought to bear to induce the countries in this region to 
buy in a certain market. On the other hand, often-times an endeavor 
is made to obtain certain political concessions through the applica- 
tion of economic force by larger countries against smaller countries.}+ 

I stated to Mr. Lozoraitis that it is of course obvious that the United 
States has no political ambitions whatever in Europe; consequently, 
there is no fear from us on that score. Furthermore, I added, in 
accordance with the principles of President Roosevelt’s foreign com- 

mercial policy we have been insisting, in the negotiation of trade agree- 
ments, on the recognition of a multi-angular trade policy as contrasted 

*Mr. Kuykendall was informed on March 24, 1987, by Mr. Jonas Norkaitis, 
Director of the Economic Department of the Lithuanian Ministry for Foreign 
Affairs, and by Dr. Dovas Zaunius, Chairman of the Foreign Exchange Com- 
mittee, that it had been determined on March 23, 1937, to permit the importa- 
tion of American motor cars in the proportion of such imports in the years 
prior to the depression, which would mean that American motor cars would con- 
stitute 60 percent of the imports of automotive vehicles into Lithuania. [Foot- 
note in the original.] 

° The paragraph beginning “It may be added for your information”, p. 509. 
* See pp. 259 ff. 
*See Despatch No. 132 of March 18, 1937 from Legation at Tallinn and des- 

patch No. 518 of April 17, 1937 from Legation at Riga (Pages 4 and 5 of en- 
closure No. 1 dealing with conversation with President Ulmanis on April 14, 
1937). [Footnote in the original; despatches not printed.]
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with the bilateral principle which is unfortunately in use between the 
Baltic States and certain European countries. _ 

Mr. Lozoraitis expressed entire concurrence in my expression of 
views and added that Lithuania had been the last of the three Baltic 

countries to be forced to adopt the bilateral balancing of trade. He 
stated that the present import restrictions here have been considerably 
relaxed and expressed the hope that we would not have occasion for 
any complaint regarding discrimination against the United States. 

The subject of Lithuanian butter exports to the United States was 
also discussed and is being reported in despatch No. 192 of today’s 

date.” 
Respectfully yours, Artuour Buiss LANE 

660M.116/25 

The Chargé in Lithuania (Kuykendall) to the Secretary of State 

No. 218 (Diplomatic) Kaunas, June 80, 1937. : 

[Received August 11.] 

Sir: I have the honor to refer to the Department’s instruction No. 66, 

dated February 8, 1987, and to the Department’s telegram No. 19 of 
April 3, 1 p. m., 1987, both addressed to the American Legation at 
Riga,? and in compliance therewith to submit a Memorandum on the 
Basic Legislation Underlying the System of Foreign Trade Control in 
Lithuania and the Application in Practice of This Control to Imports 
From the United States, prepared by Vice Consul Basil F’. Macgowan.’ 

The attached study would seem to indicate that the import and 

foreign exchange restrictions have not been openly invoked against 

the United States, with minor exceptions notably in connection with 

the refusal of licenses in 1935 for the importation of kerosene, gaso- 

line and gasoil by the former (now liquidated) local branch organ- 

ization of the Standard Oil Company of New Jersey. However, there 

would seem to be no doubt but that the United States has been ad- 

versely affected as a result of the imposition of import restrictions 

and the Government’s policy instituted in 1933, of conducting its 

foreign trade on the basis of bilateral balances of trade and com- 

pensatory trade agreements. In order to fulfil its commitments 

under these agreements, the Lithuanian Government has resorted to 

the allotment of secret quotas and contingents, which, although al- 

legedly not fixed on American commodities, necessarily confines within 

certain limits the total quantity that may be imported from the 

*Not printed. 
* Neither printed.
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United States and from other countries with which a compensatory 
agreement has not been concluded. In order to assure that a quota on 
a specific commodity will be completed the authorities have on occa- 
sion not hesitated to change the intended country of origin indicated 
in the license application or to inform the importer verbally of the 
Government’s desires. 

It is believed that if no restrictions had been imposed the impor- 
tation of phosphate rock, for instance, which in 19382 comprised 16 
percent of the total imports from the United States, would have 
shown a marked increase in 1936 since the demand for superphosphate 
has risen considerably during the past eighteen months. Instead, 
imports of phosphate rock from the United States ceased entirely. 
The United States supplied 44 percent of the total imports of this 
commodity in 1932 and 63 percent in 1985. The absence of imports 
in 1936 may of course be due to other factors of which the Legation 
has no knowledge. 

It is also believed that if no restrictions had been imposed the 
United States would have participated to a much larger extent in the 
supply of raw cotton into Lithuania, as at the time the spinning 
mill was established in Klaipeda” in 1934, the local agent informed 
the Legation that the factory intended to use American long staple 
cotton almost exclusively. The statistics show, however, that the 
imports of American cotton, although on the increase, have declined 
from 385 percent of the total imports of raw cotton into Lithuania 
in 1934 to 19 percent of the total in 1936. British India supplied 60 
percent of the total imports in 1936 and Great Britain (representing 
it is believed imports from the Sudan) 19 percent. Whether or not 
pressure was brought to bear on the Klaipeda spinning mill to pur- 
chase British cotton in preference to American can only be surmised, 
but since the Lithuanian authorities have made strenuous attempts 
to equalize the trade balance with Great Britain, it is believed unlikely 
that such an important commodity would have been left to take its 
normal course. The mere fact that an import license has been re- 
quired for the importation of this commodity since February 6, 1935 
would seem to indicate as much. A member of the staff of this office 
questioned the owner of the Klaipeda spinning mill in this respect 
in the summer of 1936 but beyond eliciting the fact that no license 
had been refused in writing for the importation of American cotton, 
no information was forthcoming. 

In conclusion it may be stated that the Lithuanian Government has 
indeed been reluctant in refusing licenses in writing for the importa- 
tion of American commodities, in view of the very favorable balance 
of trade and payments accruing to Lithuania, but it would seem that 
the Government has not hesitated in the past in employing, to attain 

*° Memel.,
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its objectives, extra-legal methods, the exact extent of which can of 
course not be gauged, and will not hesitate in the future in resorting 
to similar methods should the necessity arise. 

Respectfully yours, C. Porter KuyKenDALL 

660M.116/26 : Telegram 

The Minister in Lithuania (Norem) to the Secretary of State 

Kaunas, December 18, 1987—noon. 
[Received December 18—10: 55 a. m.] 

43. I have been advised informally by Director of Economic De- 
partment of Ministry for Foreign Affairs that henceforth American 
automobiles assembled in Denmark shall not be permitted entry into 
Lithuania outside of current Danish-Lithuanian compensatory trade 
agreement as heretofore. Danish Chargé d’Affaires confirmed this 
information on December 10th and requested Legation’s assistance 
inasmuch as Danish Government is reluctant to include such vehicles 
within the provisions of new trade agreement for next calendar year 
now being negotiated, these vehicles not being entirely of Danish man- 
ufacture. Refusal of license for imports of Danish Buicks already 
reported. Matter urgent in view of probable reintroduction import 
duties on automotive trucks on January 1 and desire of dealers to 
acquire stocks before that date. Would respectfully request tele- 
graphic instructions as to attitude of the American Government to- 
wards American automotive vehicles assembled in Denmark accom- 
panied by Danish certificate of origin. 

Norem 

660M.116/26 : Telegram 

The Secretary of State to the Minister in Lithuania (Norem) 

Wasuineton, December 16, 1937—6 p. m. 

14. Your no. 48, December 18, noon. In view of the difficulty of 
establishing the American identity of American type motor cars 
assembled in Denmark, particularly when such cars are accompanied 
by Danish certificates of origin, you should not make any representa- 
tions in this matter. Should a convenient opportunity present itself 
you may, however, evidence a friendly interest in it and make informal 
inquiry as to its present status. 

Hoi 

*In despatch No. 177 (Diplomatic), June 25, 1988, the Minister in Lithuania 
reported that the Lithuanian authorities were including within the framework of 
the unpublished Lithuanian-Danish compensatory trade agreement of February 
9, 1938, those automobiles ‘‘assembled in Denmark from parts manufactured in 
America and shipped to Lithuania accompanied by Danish certificates of origin.” 
(660M.116/27)
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[There was no change in the general status of trade relations between 
the United States and Lithuania prior to the outbreak of war in 
Europe in 1939. No further representations were made with respect 
to alleged trade discriminations except such efforts as the American 
Legation could exert locally to facilitate American exports. | 

TREATY OF NATURALIZATION, DUAL NATIONALITY, AND MILITARY 

SERVICE BETWEEN THE UNITED STATES AND LITHUANIA, SIGNED 

OCTOBER 18, 1937” 

711.60M4/10 | 

The Chargé in Lithuania (Kuykendall) to the Secretary of State 

No. 40 (Diplomatic) Kaunas, August 28, 1936. 
: [Received September 8. ] 

Sir: I have the honor to report, with reference to the Department’s 
instruction of July 12, 1935, (File No. 711.60M4/5 [7]), and to this 
Legation’s despatch No. 889 of December 23, 1935,% that the Lith- 
uanian Ministry for Foreign Affairs has given an expression of opin- 
ion concerning the proposed treaty of naturalization and military 
service between the United States and Lithuania. The delay in the 
reply has been due to the detailed consideration given to the draft 
of the treaty ** by the Lithuanian State Council. 

I was called to the Foreign Office this morning to discuss with Mr. 
Juozas Kajeckas, Chief of the Division of Western Affairs of the 
Ministry for Foreign Affairs, the attitude of the Lithuanian Govern- 
ment regarding the proposed treaty. In principle, the State Council 
approved the draft of the treaty, but found that the first two Para- 
graphs of Article One were in contradiction to Article Ten of the 
Lithuanian Constitution. This particular Article reads as follows: 

“No one may be at the same time a Lithuanian citizen and a citizen of 
another State. 

“Nevertheless, a Lithuanian citizen does not lose the rights of his 
nationality by becoming a citizen of a State of America if he fulfils 
certain duties determined by the law.” 

The State Council will give further consideration to Article One 
of the proposed draft, but a request was made to ascertain if an 
agreement could not be reached without including these paragraphs 
in the treaty. 

With regard to military service on the part of naturalized Ameri- 
can citizens, it was agreed that it would be advisable to make specific 

“For previous correspondence, see Foreign Relations, 1928, vol. 1, pp. 500-505; 
ibid., 1929, vol. 1, pp. 449-451. 

* Neither printed. 
“For the text of the draft, see Foreign Relations, 1928, vol. 1, p. 508.
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reference in Article Two that naturalized citizens would not be sub- 
ject: to military service upon returning to the country of former 
nationality. This point was brought up in view of the provisions 
of the new Lithuanian Military Service Law, which was published 
in the Official Gazette of June 30, 1936, and which was forwarded 
to the Department with despatch No. 39 of August 25, 1986.% Ar- 
ticle Eight thereof provides that persons who have renounced their 
Lithuanian citizenship shall be exempted from military service. 

‘These proposals have been submitted by the Foreign Office for 
the consideration of the Department and will be subject, naturally, 
to the final approval of the State Council. 

Respectfully yours, C. Porter KuYKENDALL 

711.60M4/10 | 

The Secretary of State to the Chargé in Lithuania (Kuykendall) — 

No. 10. WASHINGTON, October 29, 1936. 

Sir: The receipt is acknowledged of the Legation’s despatch No. 
40 (diplomatic) of August 28, 1936, stating that the Lithuanian State 
Council approves in principle the draft of a treaty of naturalization 
and military service submitted by this government but asks whether 
an agreement could not be reached without including the first two 
paragraphs of Article I. 
‘The Department would prefer that agreement be reached on the 

basis of the present draft. It is noted that the State Council will 
give further consideration to Article I, but if it develops that agree- 
ment can not be reached on the basis of the present draft, you are 
authorized to submit the enclosed revised draft ** to the Foreign Office. 

It will be observed that there does not appear in the new draft 
the stipulation that naturalization in one country is deemed to have 
terminated the original nationality. In eliminating this provision 
the Department does not intend to abandon its traditional position 
with respect to termination of the original nationality by naturaliza- 
tion in another country. You are requested to make this observation 
to the Foreign Office upon presenting the enclosed draft. 

There have been a number of changes of language from the previous 
draft to assure greater uniformity and precision of expression. 

Very truly yours, For the Secretary of State: 
) R. Watton Moore 

* Not printed. 
**Not printed, The revised draft was transmitted by the Chargé to the Lithu- 

anian Minister for Foreign Affairs on April 15, 1987. The text is practically 
identical with that of the final treaty.
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711.60M4/11 : Telegram 

The Chargé in Lithuania (Kuykendall) to the Secretary of State 

Kaunas, August 12, 1937—noon. 
[Received August 12—10:10 a. m.] 

22. Lithuanian Minister for Foreign Affairs has advised me that 
the Lithuanian Government is ready to proceed with the signing 
of the Treaty of Naturalization and Military Service, the exact word- 
ing of which was transmitted with Department’s instruction No. 10 
of October 29, 1936. Please telegraph instructions.” 

KUYKENDALL 

711.60M4/15 —_ 

The Chargé in Lithuania (Kuykendall) to the Secretary of State 

No. 278 (Diplomatic) Kauwnas, October 21, 1937. 
[Received November 3.] 

Sir: I have the honor to report, with reference to the Department’s 
instruction No. 28 of September 20, 1937,* that the Treaty of Natu- 
ralization and Military Service between the United States of America 
and Lithuania was signed on October 18, 1937, after the full powers 
had been exhibited. The Lithuanian Minister for Foreign Affairs, 
Mr. Stasys Lozoraitis, signed for the Republic of Lithuania, and I 
signed in the name of the United States of America. The original 
intended for the Government of the United States is enclosed for 

transmission to the President for his ratification, subject to the advice 
and consent thereto of the Senate of the United States. 

The Minister for Foreign Affairs desired to make minor changes in 
the Lithuanian text which were reported to the Department in this 
Legation’s telegram No. 32 of October 18, 10 a. m., and which were 
approved by the Department in its telegraphic instruction of October 
20,6 p.m.” It will be noted that the exchange of ratifications is to 
take place at Washington, inasmuch as it is the practice in the case 
of treaties signed in Kaunas to have the exchange of ratifications take 
place at the other capital. 

Respectfully yours, C. Porrer KuyKenpauh 

[For text of treaty between the United States and Lithuania re- 
garding Liability for Military Service and Other Acts of Allegiance of 
Naturalized Persons and Persons Born with Double Nationality, 
signed October 18, 1937, see Department of State Treaty Series No. 
936, or 53 Stat. 1569. ] 

“~The Department telegraphed on August 21, 1937, that full powers were being 
prepared. 

* Not printed. 
* Neither printed.
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PRELIMINARY DISCUSSIONS RESPECTING A TRADE AGREEMENT 
BETWEEN THE UNITED STATES AND NORWAY* 

611.5731/159 

Memorandum by Mr. Hugh S. Cumming, Jr., of the Division of 
European Affairs 

[WasuineTon,] January 7, 1937. 

The Norwegian Minister? called on Mr. Sayre® this afternoon. 
Mr. Cumming was present during the conversation. 

Mr. Morgenstierne said that he had now received from his govern- 
ment an indication of the nature of the agricultural concessions Nor- 

way would consider granting us should it be found possible to proceed 
with the negotiation of a trade agreement. He added that he wished 
he had been informed of these concessions at the time of his conversa- 
tion with Mr. Sayre on November 18, 1936.4 

Mr. Sayre replied that he did not think our attitude would have 
been changed in any fundamental way if we had been informed earlier 
of Norway’s possible concessions to us; and that he was still of the 
opinion that it would not be well advised to make any public move at 
this time with regard to a trade agreement with Norway, but we should 
await the passage by Congress of the new Trade Agreement Act.® 

Mr. Morgenstierne thought that it was now too late to conclude even 
a partial agreement before the end of the whaling season in May, and 
that his government would, therefore, prefer to wait until later in 
the year before taking any further steps. It could then re-examine the 
whole situation in the light of conditions obtaining at that time. 

It was finally agreed by Mr. Sayre and Mr. Morgenstierne that it 
would be best for each government to mark time pending at least the 
passage of the new Act, and then at a suitable time subsequent the 
question could be reopened and a decision reached according to the 
circumstances. 

Mr, Sayre added that negotiations, if eventually decided upon, 
- might be facilitated if in the meantime the Norwegian Government 
continued exploratory studies on their desiderata. 

1 Continued from Foreign Relations, 1936, vol. u, pp. 396-401. 
?'Wilhelm Munthe de Morgenstierne. 
*7¥rancis B. Sayre, Assistant Secretary of State. 
*Memorandum of conversation not printed. 
‘Trade Agreements Act of June 12, 1934, as extended by Joint Resolution of 

Congress, March 1, 1937; 50 Stat. 24. 517
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In reply to a further inquiry from Mr. Morgenstierne, Mr. Sayre 
said that he was doubtful of the chances of success of an attempt to 
remove the whale oil tax by legislation, but that the State Department 
would follow any legislation introduced with the same interest as it 
had in the past. | 

611.5731/165 | | | 
The Minister in Norway (Harriman) to the Secretary of State 

No. 29. : Osto, September 10, 1987. 
| [Received September 22.] 

Sir: I have the honor to inform the Department that from what I 
have learned in confidence from a strictly reliable source, I believe that 
the Norwegian Government is now prepared, if invited, to commence 
negotiations for a limited trade agreement. 

It is, I think, a fact that much of the opposition of the Industrial 
Association (which is the most active opponent of a general agree- 
ment) might be eliminated if Norway were asked to reduce its tariff 
on, say, three articles only, for example automobiles, radios, and 
fruits. There seems to be apprehension that a general reduction 
would cover too large a field. — | | | 

_ In partial explanation of their attitude, I am informed that when 

the Norwegian Government received the American Government’s 
invitation in September, 1934, to study the possibility of a reciprocal 
trade agreement,® the Norwegian authorities felt that the excise tax 
on whale oil should be repealed before negotiations were opened, that 
is, that they should start on the basis of things as they were before this 
tax was imposed. Now, however, they are prepared not to insist on 
repeal of the tax. Renewal of the invitation to a trade agreement, 

though, must come from the United States, through repeating the 
offer of 1934. 7 a | 

For tactical reasons it would be difficult for the Norwegian Govern- 
ment to take the initiative because, as indicated above, very important 
industrial interests are against any such negotiations. Any move 
made first on the part of the Norwegian Government would subject 
it to severe criticism by those antagonistic to a Treaty. — 

Accordingly, in my view, this would seem to be the moment for us 
to make another move which would probably be welcomed, not re- 
buffed, and which might lead to a helpful modification of the com- 
mercial relations of the United States and Norway. | 

Respectfully yours, Frorence J. Harrmman 

* See telegram No. 12, July 19, 1934, 6 p. m., to the Minister in Norway, Foreign 
Relations, 1934, vol. 11, p. 650. -
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611.5731/169 

Memorandum by the Assistant Secretary of State (Sayre) 

[Wasuincton,] October 12, 1937. 

- Mr. Morgenstierne came in to pay his respects and, in the course of 
a friendly conversation, brought up the subject of a possible Norwe- 
gian-American trade agreement. During the conversation he said 
that, apart from whale oil, there were very few commodities as to 
which Norway would like to improve the commercial treatment 
accorded it by the United States. He felt, therefore, that if a trade 
agreement were negotiated between the two countries it should cover 
only a limited number of and comparatively few commodities. I said 
to Mr. Morgenstierne, as I had told him on several occasions previously, 
that in our experience a limited trade agreement seemed inadvisable. 
A limited trade agreement would cost, to all practical intent, as much 
time, effort and political burden as a.comprehensive and thorough- 
going trade agreement. I therefore expressed it, as my own personal 

opinion, that if a trade agreement between the two countries should 
be entered into it should be of a comprehensive nature, embracing 
all those matters. as to which adjustment was sought and on which 
agreement could be reached. I added, however, that I expressed this 
as my personal opinion and that, before venturing an official opinion, 
I would want to have further study made of the present trade rela- 
tionships between our two countries. | 

I then went on to speak of Mr. Koht’s’ approaching visit to Wash- 

ington. I asked Mr. Morgenstierne whether he would want to-discuss 
trade agreement matters and said that, if he did, in order not to waste 

his time, we ought to be prepared and ought to be having a study made 
of Norwegian-American trade before his arrival. Mr. Morgenstierne 
said that he did not know whether Mr. Koht would desire to discuss 
these matters or not. I suggested that Mr. Morgenstierne might 
want to make inquiry so that if Mr. Koht should desire to enter into 
general discussions as.to whether or not there is ground for a trade 
agreement between the two countries we could be fully prepared. 
Upon Mr. Morgenstierne’s inquiry, I said that we were not urging 

conversations but merely wanted to be prepared in case Mr. Koht 
should desire to discuss these matters. Mr. Morgenstierne promised 
to find out and let me know. : | 

| Francis] B. S[Ayre] 

"Halvdan Koht, Norwegian Minister for Foreign Affairs. —
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611.5731/168 

Memorandum by the Assistant Secretary of State (Sayre) 

[WasHineton,| October 14, 1987. 

The Norwegian Minister came in to see me to say that he had cabled 
to his Government, in connection with the approaching visit of Mr. 
Koht, the Minister of Foreign Affairs of Norway, in accordance with 
his promise of a few days ago, to inquire whether or not Mr. Koht 
would desire to enter into general conversations concerning a possible 
trade agreement. He said that he had just received a reply from Mr. 
Koht to the effect that neither the time nor the circumstances seemed 
to permit entering into formal discussions concerning a trade agree- 
ment but that he would like to discuss with entire informality the 
“necessary preliminaries” for such an agreement. The Norwegian 
Minister was a little uncertain how to translate the cable but inter- 
preted it as meaning that Mr. Koht would not want to enter into 
technical or detailed discussions but would like to ascertain our point 
of view about the entering into possible negotiations looking toward a 
trade agreement. 

I thanked the Minister and said that we should be very happy to 
follow Mr. Koht’s desires upon his arrival. 

F[rancis| B. S[ayre] 

611.5731/172 

Memorandum of Conversation, by Mr. John C. Ross of the Division 
of Trade Agreements 

[Wasuineron,] October 28, 1937. 

Participants: Dr. Halvdahn Koht, Foreign Minister of Norway 
Mr. Sayre. 

Also Present: Mr. Morgenstierne, Norwegian Minister to the U. S. 
Mr. Cumming, European Division, and 
Mr. Ross, Division of Trade Agreements. 

Mr. Sayre opened the conversation by indicating that this Govern- 
ment has been thinking for some time of the possibility of a trade 
agreement between Norway and the United States. He stated that 
for political as well as economic reasons it is thought that such a 
trade agreement would be desirable. This is particularly true in 
view of the closeness of relations between the Scandinavian peoples 
and the people of the United States. Mr. Sayre said that as a result 
of preliminary studies which have been made there would appear to 
be an economic basis for a trade agreement between the two coun- 
tries and that it was thought that this basis would exist even if whale 
o1i were not considered. |
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Dr. Koht said that, of course, the Norwegian Government had been 
primarily interested in the possibility of a trade agreement from the 
point of view of a possible concession on whale oil, and that the Nor- 

wegian Government had been particularly interested in the possibility 
of securing the removal of the excise tax on whale oil by Congres- 
sional action. He expressed his disappointment that this had not 

proved to be possible. 
Mr. Sayre said that the attitude of this Government with regard 

to the excise tax on whale oil was well known to the Norwegian Gov- 
ernment and that the Department of State had exerted itself to the 
utmost to secure the removal of the tax. Since this has proved to 
ke impossible, this Government shares the disappointment of the 
Norwegian Government. Mr. Sayre then stated that it might be pos- 
sible for this Government to reduce the duty and tax on whale oil 
in a trade agreement to an extent which would tend to bring that 
commodity into a more favorable competitive position with the prin- 
cipal foreign fats and oils, such as palm oil and tallow. Mr. Sayre 
referred to the fact that the tax on palm oil now amounts to 3¢ per 
pound, the duty and tax on tallow amount to 3.5¢ per pound, while 
the duty and tax on whale oil amount to 3.8¢ per pound. 

Dr. Koht said that his Government was aware of the efforts that 
had been made by the Department of State to have the excise tax on 
whale oil repealed and that these efforts were appreciated. He went 
on to say that the effects of any reduction on whale oil in terms of the 
competitive position of that commodity with other foreign fats and 
oils depended to a large extent upon the price relationships between 
these fats and oils and, indeed, of all fats and oils generally. 

Mr. Sayre pointed out that while, of course, this is true to a certain 
extent, nevertheless it may be considered that palm oil and tallow are 
the principal competitors of whale oil for use in making soap. He 
went on to say that in considering a possible reduction on whale oil 
in a trade agreement, consideration might be given to the fact that 
whale oil is subject to the hydrogenation process which, of course, in- 
creases the cost of that commodity. 

Dr. Koht then stated that he believed that there were no commodi- 
ties of which the United States is the principal supplier to Norway. 
He stated that in the past the United States had been the principal 
supplier of automobiles, but that importations of American-make 
automobiles from assembly plants in Denmark far exceeded importa- 
tions of automobiles from the United States. He suggested for pos- 
sible future consideration the possibility of establishing assembly 
plants in Norway for American-make cars. 

At this point, Mr. Sayre referred to certain political aspects and 
implications of the American trade agreements program. He stated 
that in his opinion there may be considered to be two conflicting eco- 

982609—54——-34
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nomic policies in the world, namely, the policy of equality of treat- 

ment characterized by the American trade agreements program and 

the policy of narrow bilateralism characterized by preferential ar- 

rangements and compensation agreements. The first, it is believed 

by this Government, is the necessary basis for peace. The second 

could only lead ultimately to war. It would seem desirable, there- 

fore, for democratic countries animated by a sincere desire to main- 

tain peace, to cooperate in the policy of commercial equality. In 

this connection it was brought out in general conversation that the 

United States has already concluded trade agreements with four of 

the signatories of the Oslo Convention,’ namely, Finland, Sweden, 

Belgium, and the Netherlands, and Mr. Sayre stated that this Govern- 

ment would be very glad to have Norway also included in this group. 
Mr. Sayre then went on to say that active discussions were being 

pursued with regard to the possibility of a trade agreement with the 
United Kingdom ® and that this Government hoped that it would be 
possible to conclude such an agreement. Dr. Koht interjected that, of 

course, his Government was aware of these discussions and believed 

that if.a trade agreement with the United Kingdom proved to be the 
result, it would be a good thing for the world. : 

Dr. Koht then inquired as to the procedure under which trade agree- 

ments were negotiated. Mr. Sayre explained to the Minister the pro- 

cedure of preliminary discussions, public notice and hearings, and the 
negotiations as such, and then referred once more to the belief of this 

Government that an economic basis for a broad trade agreement exists. 
Mr. Sayre then showed to Dr. Koht and Mr. Morgenstierne the “List 

of Commodities of which Norway was the Principal Supplier of 
Imports”, prepared by the Tariff Commission, and indicated that the 
items on this list, which accounted for 61% of the total imports into 
the United States from Norway in 1936, appeared to provide a good 
basis for an agreement. Dr. Koht evinced considerable interest in this 
list and indicated that while, of course, he could not make any com- 
mitment to enter into trade agreement discussions, it was his intention 

to take up the subject with his colleagues in the Government imme- 

diately upon his return to Norway. He stated that he thought it 
might be possible for the Norwegian Government to be prepared fairly 

soon to enter into preliminary discussions. 

Before the conversation closed Mr. Morgenstierne mentioned the 

anti-dumping duties levied on Norwegian matches and asked if it 
might be possible to consider such questions in trade agreement nego- 

tiations. Mr. Sayre replied that under certain conditions of fact the 
Treasury was required by law to impose anti-dumping duties, and that 
such questions could not be considered during trade agreement negoti- 

* Signed December 22, 1930, League of Nations Treaty Series, vol. cxxvI, p. 341. 
° See pp. 1 ff. .
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ations. Mr. Sayre added that this Government would be very glad, 
however, to consider the problem as a separate matter if the Norwe- 
gian Government so desired. Dr. Koht stated that the sales policy of 
an international match cartel in which Norwegian producers partici- 
pated is an important factor in the situation and that it is not certain 
that this subject is one which should be considered officially by the 
two Governments. - 

$11.5731/170 | 

. Memorandum by Mr. John C. Ross of the Division of Trade 
- Agreements 

[ Wasuineton, | October 28, 1937. 

During the conversation on October 28, 1937, between Dr. Koht, 
Foreign Minister of Norway, and Mr. Sayre, on the subject of the 
possibility of a trade agreement between Norway and the United 
States, Dr. Koht referred to the position of countries like Norway in 
relation to countries like Germany and Italy. He stated that his 
country found itself in the unfortunate position of being between two 
mill stones and that it was forced to follow a policy in its commercial 
relations with such countries which is contrary to Norway’s general 
commercial policy. In this connection, Dr. Koht mentioned in strict 
confidence that very recently Germany had made overtures to the Nor- 
wegian Government with a view to adhering to the Oslo Convention. 

Ross 

611.573 Whale 011/230 

Memorandum by the Assistant Secretary of State (Sayre) 

[ Wasuineron,| October 30, 1937. 

Dr. Koht, accompanied by Mr. Morgenstierne, came in to see me 
for a few minutes this morning. He left with me the accompanying 
memorandum * concerning the whaling industry which he said had 
been prepared by Professor Bergersen, the President of the Whaling 
Council. Dr. Koht said that he is much concerned about the danger 
of extermination of whales. 

The main object of his visit was to ask clarification concerning our 
position with respect to whale oil in a possible Norwegian trade agree- 
ment. He said that he had always understood that we would be will- 
ing to reduce the duty on whale oil by 50 per cent, and that the position 
which I took in our conversation the other day—of granting a reduc- 
tion on whale oil only to the extent necessary in order to put whale 

* Not printed.
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oil on a proper competitive basis with tallow and with palm oil—was 
a surprise and would distinctly disappoint Norwegian whaling in- 
terests. I said, in reply, that since the original conversations, taxes 
had been levied on the competitive oils and that if we would restore 
the status quo ante we would have to consider the changed conditions. 
I said that the fairest thing seemed to me to seek to place whale oil 
on a true competitive basis with these other interchangeable com- 

modities. I added that how great a cut we could make in the whale 
oil duty would depend upon the result of our studies if and when we 
undertake actual negotiations. 

F[rancis| B. S[ayre]}



POLAND 

PRELIMINARY DISCUSSIONS RESPECTING A TRADE AGREEMENT 
BETWEEN THE UNITED STATES AND POLAND 

611.60C31/161 

Memorandum of Conversation, by the Chief of the Division of Trade 
Agreements (Hawkins) 

[ Wasuineton,| February 3, 1937. 

[Participants:] Mr. Witold Wankowicz, Counselor, Polish Embassy ; 
Mr. Sayre; ? 
Mr. Kelley; ? 
Mr. Hawkins. 

Mr. Wankowicz called to discuss the possibility of trade agreement 
negotiations. Mr. Sayre outlined to him the essential principles upon 
which the negotiation of trade agreements by the United States must 
be predicated. He pointed out that it is our policy to negotiate only 
on bases which would promote the two objectives of the trade agree- 
ments program: 1) the reduction of trade barriers, and 2) the re- 
moval and prevention of discrimination. He said that Poland’s com- 
pensation and quota practices are, from our standpoint, discrimina- 
tory, and outlined what the principle of no discrimination means to 

| the United States as applied to such measures and quotas, compensa- 
tion systems and exchange controls. In regard to reciprocal reduc- 
tions in trade barriers, Mr. Sayre pointed out that we operate on the 
basis of granting concessions only on products of which the other 
country concerned is the chief or major source of imports into the 
United States; that Poland is the chief source of very few products. 
This means that the list of duty concessions that the United States 
could offer Poland in a trade agreement would be rather restricted. 
However, Poland is a secondary supplier of a considerable number of 
products and as the United States, in pursuance of its trade agree- 
ments program, makes concessions to other countries on such prod- 
ucts, Poland would receive the benefit as long as we continue to gen- 
eralize to them in accordance with the most-favored-nation principle. 
Mr. Sayre pointed out, however, that we can only continue to gen- 

7 Assistant Secretary of State. 
2 Chief of the Division of Eastern European Affairs. 
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eralize to Poland if Poland ceases to discriminate against American 
commerce.® 

Mr. Wankowicz replied that his Government is equally anxious to 
bring about a reduction in trade barriers. In regard to quotas, he 
pointed out that Poland has a flexible quota system and cannot agree 
to grant to the United States a proportionate share of total permitted 
importations in accordance with the formula which we customarily 
include in our trade agreements. Poland could, however, deal in 
fixed quantities, i. e., would specify for each product the minimum 
quantity which would be permitted to be imported from the United 
States. He said that the fixed quotas granted by Poland are usually 
in excess of actual imports, since this helps to keep internal prices 
down and insures the better quality resulting from competition. In 
regard to exchange allotments, Mr. Wankowicz said that this. was 
not done on a proportionate basis in accordance with provisions such 
as we include in our trade agreements; that the amount of imports 
and the amount of exchange allotted are made dependent on each 
other. With reference to compensation trade, he said that if we 
solved the quota and exchange problems, the compensation system 
would probably take care of itself; that Poland would probably be 
able to do away with the requirement that importers provide certifi- 
cates showing equivalent exports to the United States. This would 
be possible because the agreement could be made to provide for suffi- 
cient exports from Poland to pay for imports from the United States 
and the application of the compensation system, shipment by ship- 
ment, would, in his opinion, be unnecessary. - 

Mr. Sayre pointed out that Poland’s market in the United States 
cannot be as great as our market in Poland because Poland needs so 
many of our raw materials. He reminded Mr. Wankowicz in this 
connection that trade cannot, economically, be made to balance be- 
tween each pair of countries; that trade is naturally triangular or 
polyangular. Mr. Wankowicz agreed with this. He said that trade 
between the United States and Poland could not be promptly and 
artificially brought into balance, but that Poland expects us to help 
it increase its exports to this country. He gave the impression that 
Poland would seek to make the trade balance as far as practicable. 
However, in response to questions, Mr. Wankowicz stated that, in his 
view, the chief object of the negotiations would not be to bring the 
trade between the two countries more nearly into balance. . 

In response to a further question regarding the compensation system, 
Mr. Wankowicz said there is reason to believe it might be abandoned 

* For correspondence concerning Polish discrimination against American trade, 
see Foreign Relations, 1935, vol. a, pp. 629 ff.; and post, pp. 548 ff.
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for all products when the trade agreement was concluded, not merely 
for products specifically. covered in the agreement. 

- On the question of quota allotments, the discussion brought out the 

point that Poland’s main interest is to avoid openly agreeing to allot 

quotas on a proportionate basis by name. Poland might consider a 
formula which would provide that, with reference to products on 

which specific quantities were allocated in the agreement and on which 

the global quota might be increased, the American quota would be 

increased correspondingly. : 
Mr. Wankowicz then stated that his Government is anxious to avoid 

the application of our countervailing duties. Mr. Sayre replied that 

we could not change Section 303 of the Tariff Act,‘ as this provision 

of the law is mandatory and allows the Executive no discretion. 

Mr, Wankowicz stated that he would call on Mr. Hawkins later to 
discuss further the bases for negotiations. 

611.60C31/159 : Telegram . 

The Secretary of State to the Ambassador in Poland (Cudahy) 

: WasHIncton, February 15, 1937—6 p. m. 

11. Your 13, February 10,6 p.m.° Informal discussions have taken 

place at the initiative of the Polish Embassy between the Embassy 

and the Department with a view to ascertaining whether there is any 

basis for entering into negotiations for the conclusion of a trade agree- 
ment with Poland. No decision has yet been reached by the Depart- 
ment with regard to the opening of negotiations. 

Hob. 

611.60C31/162 | 

Memorandum of Conversation, by the Chief of the Division of Trade 
Agreements (Hawkins) 

[Wasuineron,| February 17, 1987. 

[Participants:] Mr. Witold Wankowicz, Counselor of Polish 

Embassy ; 
Mr. Sylvester Gruszka, Consul General of Poland; 

: Mr. Harry C. Hawkins, | 

In accordance with the arrangement made at the meeting in Mr. 

Sayre’s office on February 3, Mr. Wankowicz and Mr. Gruszka called 

* Approved June 17, 1930; 46 Stat. 590, 687. 

* Not printed.
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to discuss further the basis for trade agreement negotiations. The 
discussion related to the nature of our General Provisions and the ex- 
tent to which the Polish Government might be in a position to agree 
to them. Both Mr. Wankowicz and Mr. Gruszka felt that it might 
be possible to accept our General Provisions in substance. I sug- 
gested to them that the best way of explaining our position on the 
principles which should govern the negotiations would be to send 
copies of our trade agreements with other countries to their Govern- 
ment and supplement them with the explanations which we had given 
to them in the course of our discussions. I reminded them that we 
are not in a position to set in motion the machinery for preparing 
material on the schedules until the Trade Agreements Committee has 
authorized negotiations and has set up the interdepartmental country 
committee to do the necessary work; but that if the Polish Govern- 
ment should find itself in a position to negotiate on the basis of the 
principles embodied in our General Provisions, the Trade Agreements 
Committee doubtless would give favorable consideration to entering 
into definitive negotiations. Mr. Wankowicz said that he would take 
up the matter with his Government in the manner above suggested. 

In the course of the discussion, Mr. Wankowicz said that his Gov- 
ernment was much concerned with the matter of countervailing duties . 

and that if a trade agreement were negotiated it would like to have 
us specify either in the agreement or in connection therewith pre- 
cisely the circumstances and conditions under which our countervail- 
ing duties would, and would not, be imposed. I informed him that 
this was a matter entirely within the competence of the Treasury 
Department and that that Department would have the final decision 
regarding any stipulations of the kind suggested. I said that, in my 
opinion, the Treasury Department would not agree to describing the 
general nature of measures which would and which would not be 
made the occasion for applying countervailing duties, but that it 
might consider specifying whether specific measures applied by 
Poland would necessitate the application of such duties. However, 
this was a matter for the Treasury Department to decide and that 
Department would be consulted at the appropriate time. 

Mr. Wankowicz also said that Poland is interested in obtaining 
assurances that agricultural products should be either free of duty or 
that existing duties should not be raised. In this connection, I re- 
ferred him to the provisions of the Trade Agreements Act*® which 
impose a 50 percent limit on duty reductions by the United States. 

* Approved June 12, 1934; 48 Stat. 943,
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611.60C31/170 

Memorandum by the Chief of the Division of Trade Agreements 
(Hawkins) 

[Wasuineton,| May 27, 1937. 

Mr. Wankowicz, Counselor of the Polish Embassy, called today in 
regard to the visit to this country on June 7 of Mr. Mieczyslaw 

Sokolowski, Under Secretary, Ministry of Commerce and Industry, 
to discuss the basis for a trade agreement. He said that Mr. Sokolow- 
ski would be here for about ten days and would like to devote most of 
the time to discussing the above subject with a view to obtaining as 
complete an understanding as possible as to the general provisions of 
the agreement as well as the scope of the concessions which each 

country might be able to grant to the other. 
Mr. Wankowicz said he and his Government realize that no final 

decisions can be reached as to the provisions of the agreement in view 
of the necessity of obtaining approval by our interdepartmental com- 
mittee. He hoped, however, that it might be possible to reach an 
ad referendum understanding as to the probable scope of the con- 
cessions and possibly even a definite decision as to the text of the 
general provisions. I told him that I was doubtful whether final 
decisions on any of the provisions of the proposed agreement could be 
reached while Mr. Sokolowski was here, as it takes considerable time 
to clear such matters through the interdepartmental organization, 
but that we would go as far as we could in trying to reach a tentative 
understanding with him as to the probable scope and content of the 
agreement. 

Mr. Wankowicz then asked that he be given copies of memoranda of 
our two previous discussions’ so that he could bring Mr. Sokolowski 
up to date as soon as he gets here. He also asked for an outline of our 
new procedure with respect to public announcements and hearings and 
for copies of our standard general provisions. He said he would 
like to have this material by Wednesday, June 2, if possible. I said 
that memoranda of discussions are prepared only for Departmental 
use and are not usually given out but that I would be glad to send 
him at least an outline of the points covered in the memoranda, and 
also the other material which he requested. 

[Mr. Mieczyslaw Sokolowski arrived in Washington for explora- 
tory conversations with officials of the Government of the United 

“The memoranda of February 3 and 17, pp. 525 and 527.
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States, which were held from June 8 to 14, 1937, regarding the possible 
basis for a reciprocal trade agreement between the United States and 
Poland. In its press release of June 15, 1937, the Department of 
State declared that the question had not yet “reached the stage where 
any announcement of negotiations can be made.” See Department of 
State, Press Heleases, June 19, 1937, page 422. | 

611.60C31/183b : 

The Secretary of State to the Polish Chargé (Wankowicz) 

a WasuHineton, August 17, 1937. 

Sir: I have the honor to refer to the exploratory conversations which 
took place in Washington, D. C., from June 8 to June 14, 1987, 
inclusive, between representatives of the Government of the United 
States of America and the Republic of Poland, respectively, concern- 
ing the possibility of a trade agreement between the two countries, and 
to express my appreciation of the opportunity offered by Mr. Sokolow- 
ski’s visit to this country for the representatives of each of the two 
Governments to gain a sympathetic and clearer understanding of the 
problems and policies of the other Government in respect of interna- 

tional trade relations. 
The results of the conversations as recorded in the memoranda 

thereof,? copies of which have been supplied to the Polish Embassy in 

Washington, have been given careful consideration and, except for one 
point discussed below, to which further consideration is being given, 
it is desired to confirm the tentative views expressed by the American 
representatives on behalf of this Government with respect to the. | 
various issues raised in the course of the discussions and, in particular, 
the position taken by them in regard to the provisions of a possible 
trade agreement with Poland in respect of quotas and related forms of 
trade control. It is sincerely hoped that the Government of Poland 
will give careful and serious consideration to the possibility of provid- 
ing in this respect treatment based on the unconditional most-favored- 
nation principle; in other words, treatment in respect of quotas and 
related forms of trade control which would assure each country an 
opportunity to supply a fair and equitable share of the importations 
into the other country as might be determined by the share supplied by 
such country in a previous representative period. Inasmuch as the 
unconditional most-favored-nation principle is fundamental to the 
commercial policy of the United States, an understanding between the 

* None printed.
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‘American and Polish Governments in regard to its application to 
‘quotas would seem to be essential to the determination of a basis upon 
which the two countries might enter into trade-agreement negotiations. 

In regard to the several questions raised by the Polish representa- 
tives for consideration by this Government and the list of products 
indicated by Mr. Sokolowski as being of special interest to Poland in 
connection with possible trade-agreement negotiations, I desire to 
present the following views and information: | 
As to the provisions pertaining to sanitary measures referred to in 

the conversations, the Government of the United States would be pre- 
pared in trade-agreement negotiations with Poland to give considera- 
tion to inserting in such provisions an introductory phrase similar in 
substance to the following, suggested by Mr. Sokolowski and recorded 
in the memorandum of the conversations of June 10, 1937, 3:30 p. m.: 

“Inasmuch as the Government of neither country desires sanitary 
measures more restrictive than is required for sanitary purposes . . .” 

On further consideration of the proposed most-favored-nation 
reservation by Poland in respect of the Baltic countries ® doubts have 
arisen as to whether this Government could agree to the proposed 
exception. However, further careful study is being given to this 
matter, and, when the position of this Government has been formu- 
lated, a decision on this point will be communicated to the Government 
of Poland. 

As was pointed out in the conversations, the proposals suggested by 
Mr. Sokolowski in regard to the anti-dumping and countervailing 
duties of the United States and the valuation of imports for customs 
purposes involve questions falling within the jurisdiction of the Treas- 
ury Department, and, in the event that an understanding should be 
reached with the Polish Government in regard to a basis for entering 
into trade-agreement negotiations, the matter would have to be 
referred to that Department for consideration. 

The list of commodities which, it was indicated by Mr. Sokolowski, 
would be of special interest to Poland in connection with trade agree- 
ment negotiations has been examined in some detail. Although this 
Government is not, of course, prepared at this time to give any com- 

*In the conversation of June 8, 1937, Mr. Sokolowski indicated that Poland 
had recently adopted the policy of excepting trade with the Baltic countries of 
Finland, Latvia, Estonia, and Lithuania from the most-favored-nation provisions 
in its treaties with other countries. The balance of trade with these countries 
was greatly in favor of Poland. In consequence, on June 11, Mr. Sokolowski 
proposed the following reservation: “The advantages now accorded or which 
may hereafter be accorded by Poland to Latvia, Estonia, Finland, or Lithuania 
shall be exempted from the operation of this agreement so long as they are not 
accorded to any third country.” (611.60C31/180)
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mitment whatsoever with respect to the granting of concessions on the 
commodities involved, it may nevertheless be appropriate to give some 
tentative indication as to what consideration might be given to the 
commodities listed should negotiations be instituted. For this pur- 
pose, the commodities contained in the Polish list have been divided as 
follows into three principal groups, according to the possibilities 
which, on the basis of preliminary study, they would appear to offer 

for concessions: 
[Here follows an itemized list of tariff schedules in three groups: 

(I) items which it would appear possible to consider for granting 
concessions to Poland; (II) items on which any concession would 
appear to be doubtful; and (III) items on which it did not seem 
that concessions in an agreement with Poland would be possible. | 

The possibility of granting concessions on a number of the items 
contained in Group III, above, are being considered in connection with 
other possible trade-agreement negotiations. The unconditional most- 
favored-nation pledge would, of course, assure Poland the benefits of 
any concessions made in trade agreements with other countries. It 
may be noted that no reference is found in the above list to paragraphs 
1009, 1011, 1018, 1014, 1016, 1017, and 1519 of the Tariff Act of 1930, 
with respect to which it was indicated in the Polish list that the items 
involved would be defined later. It may also be noted that certain 
corrections of the Polish list have been made in the above list in the 
references to the paragraphs of the Tariff Act of 1930 covering glue, 
mufilers, knitted gloves, and hens’ eggs. It is believed that the refer- 
ences as given above were those intended. 

As was explained by the American representatives in their con- 
versations with Mr. Sokolowski, this Government, in its trade-agree- 
ment negotiations, must in general reserve concessions on particular 
products to countries which are the principal or an important source 
of the imports thereof into the United States. This rule of principal 
or important supplier was, of course, taken into account in making 

the groupings in the above list. 
I hope that the information presented above will serve as a basis for 

further studies with a view to finding a mutually satisfactory basis for 
trade-agreement negotiations. 

It is hoped that the contents of this communication will be held 
strictly confidential by the Polish Government. 

Accept [etc. ] Corpetit Huu
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611.60C31/197 

The Polish Minister for Foreign Affairs (Beck) to the American 
Ambassador in Poland (Biddle) 

[Translation] ™ 

No. P.ITI.SZ.82/1/38 Warsaw, January 12, 1938. 

Mr. Ampassapor: On August 17, 19387, His Excellency the Secre- 
tary of State, Mr. Cordell Hull, handed a note to the Chargé d’A flaires 
a. 1, of Poland, in which he presented in detail the point of view of the 
United States Government concerning negotiations aiming at a com- 
mercial convention between our two countries. 

The Polish Government has carefully examined the suggestions of 
the United States Government contained in the above mentioned note, 
and it has the honor to reply to that note as follows: 

As concerns the system mentioned in the beginning of the note and 
applied in Poland in the field of the regulation of imports, the Polish 
Government, after a detailed examination of this problem, has the 
honor to inform that a modification of the system according to the 
principles suggested by His Excellency the Secretary of State, Mr. 
Hull, would not conform with the principles of Polish commercial 
policy, the Polish Government would, nevertheless, be willing to facili- 
tate the realization of an agreement as concerns the basic problem. 
Following this principle the Polish Government suggests that a pro- 
vision be made in the proposed convention between the two countries, 
which would permit the correlation between the amount of American 
imports to Poland and the capacity of absorption of the Polish market 
for the import of various products at appropriate periods. It is in 
this spirit that the Polish Government would authorize its delegation 
to work out in common the technical details of an eventual agreement. 

As concerns the problems of sanitary clauses which were brought up 
during the sojourn in Washington of Mr. Sokolowski, the Under 
Secretary of State in the Polish Ministry of Industry and Commerce, 
and which have again been raised in the above mentioned note, the 
Polish Government wishes to express its great satisfaction at the will- 
‘ingness of the United States Government to regulate this matter in 
accordance with the proposals considered; it is understood that the 
final details will be worked out in the course of direct negotiations. 

The Polish Government welcomes with satisfaction the understand- 
ing which the United States Government has shown for the special 

- Copy transmitted to the Department by the Ambassador in his despatch No. 
308, January 15, 1938; received January 25. 

“ Wile translation revised by the editors.
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character of the interests existing between Poland and the Baltic 
countries, based on the “Baltic clause”; the Polish Government awaits 
therefore a final favorable decision of the United States Government 

in this respect. | 
In regard to the proposition made by Mr. Sokolowski concerning 

the “anti-dumping” question and the “countervailing duties”, the 
Polish Government feels that this question, to the positive solution of 
which it attaches a particular importance, could, prior to negotia- 
tions, be the object of a favorable examination on the part of -the 
United States Department of Finance. A favorable attitude of the 

Department of Finance in this matter would constitute an element 
enabling the Polish Government to arrive at a positive decision with 
regard to negotiations as a whole. The viewpoints expressed by 
Mr. Sokolowski and the wishes which he has expressed, although they 
refer to the interpretation of Federal laws, concern one of the essential 
problems of the regulation of Polish exports to the United States. 

The Polish Government has the honor to take note of the results. of 
the examination, which has taken place so far, of the lists of articles, 
and it feels that in the course of direct negotiations the Polish dele- 
gation will be able to supply additional explanations as concerns var- 
ious particular points. This will no doubt facilitate to the United 
States Government the adoption of a more favorable attitude in re- 
gard to points in which, according to the note of August 17, 1937, it 
appeared difficult to satisfy Polish demands. 

At the same time the Polish Government would appreciate it if it 
could obtain from the United States Government with the shortest 
possible delay the wishes of the United States Government.in customs 
matters in order to be able to examine their scope with care. 

In the hope that the foregoing will contribute to a further rap- 
prochement of the viewpoints of both Governments on matters which 
are to be the object of future negotiations, the Polish Government 
desires to receive at the earliest possible date the opinion of the United. 
States Government as concerns the possibility of commencing com- 
mercial negotiations between our two friendly countries as well as the 
eventual date thereof. On its part the Polish Government is ready 
to start these negotiations beginning in the month of April 1938. 
With reference to the last paragraph of the note of the United. 

States Government, the Polish Government is ready to insure the 
confidential character of the note of August 17, 1937, and on its part 
has the honor to request that the propositions contained in the present. 
note be treated confidentially. 

Please accept [etc.] — _ Brecx.



- POLAND a 030 

[There was some further inconclusive discussion during 1988 and 
1939 between the American and Polish Governments regarding the 
opening of negotiations for a trade agreement. ‘These discussions 
were discontinued after the invasion of Poland on September 1, 1939. | 

DISCRIMINATION AGAINST AMERICAN BONDHOLDERS IN CONNEC- 

TION WITH PARTIAL DEFAULTS AND SUSPENSIONS OF PAYMENTS 

ON VARIOUS POLISH OBLIGATIONS * 

860C.51/1098 : Telegram | - 

The Ambassador in Poland (Cudahy) to the Secretary of State 

, Warsaw, January 7, 1937—6 p. m. 
[Received January 7—3:20 p. m.] 

1.. This morning I called on Minister for Foreign Affairs and pro- 
tested against non payment of debts to Americans while provision was 
made for payment of Italian, French and British obligations. I have 
just come from a long meeting with the Minister of Finance during 
which we discussed the whole question of Ameri¢an obligations. 
Minister admitted discrimination but said it was due to favorable 
trade balances and existing credits in countries favored. He expressed 
impossibility [of] providing dollar exchange for American pay- 
ments, directing attention to unfavorable balance of trade which with 
present requirements on obligations makes necessary nearly $30,000,- 
000 in annual payments to the United States. Stated he would con- 
sider my proposal that dollar exchange from American immigrant 
remittances be impounded creating a fund to be employed for interest 
payments on American obligations. Despatches follow tomorrow."* 

CupAHY 

860C.51/1118 : Telegram 

The Secretary of State to the Ambassador in Poland (Cudahy) 

_ WasuHineton, February 11, 1937—6 p. m. 

9. My No. 6, February 5,2 p. m.% | 
(1) The Department is informed that negotiations between the 

Polish Financial Mission * and the Foreign Bondholders Protective 

” Continued from Foreign Relations, 1936, vol. 11, pp. 414-420. . 
*In telegram No. 1, January 14, 1937, to the Ambassador, the Department 

replied that it was “inadvisable for you to take any position with regard to the 
allotment of dollar exchange as between competing American interests such as 
bondholders, exporters, bankers, industrial investors, et cetera.” | 

* Neither printed. 
-” Not printed. 
**'The members of this mission, who were endeavoring to reach new arrange- 

ments with regard to Polish bonds held by American investors, were Adam 
Krzyzanowski, professor at the University of Cracow; Janusz Zoltowski, Finan- 
cial Counselor of the Polish Embassy in Washington; and Jozef Rucinski, Coun- 
Selor of the Polish Ministry of Finance.
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Council” are in danger of terminating without agreement as to a 
plan of action satisfactory to both parties. The Council has definitely 
informed the Mission that it cannot recommend to the favorable 

consideration of the bondholders the Polish offer of 35 per cent interest 
service, and in support of its request that a better offer than this be 
made it has submitted to the Mission data indicating Poland can 
well afford to pay more than 35 per cent. 

(2) The Council has made to the Mission the following counter- 
suggestion : 

1. The payment in cash of 50 per cent of the full interest service 
provided for in the bond contracts,” for a period of 18 months (cover- 
ing 3 half-yearly coupons of consecutive maturity) beginning with 
the first coupon remaining unpaid in consequence of the suspension 
of payments by Poland. 

2. Or in the alternative, at the option of the bondholders, a 20-year 
4 per cent funding bond for the full interest service. 

3. The Polish Government shall carry in its budget in the regular 
normal manner the full service, interest and sinking fund, on all of 
its dollar bond obligations. 

All budget sums not needed to make the 50 per cent cash service 
on the original bonds and the full cash service on the funding bonds 
shall be held in the Polish Treasury during the operation and until 
the end of this temporary plan and then used in accordance with 
an arrangement then to be made in consultation with the Council. 

(3) According to data compiled by the Council, payment of full 
interest on Polish dollar bonds at present held in the United States 
would require transfer of slightly more than 4 million dollars per 
annum. The Council contends that payment of 50 per cent of this 
amount, or a little more than 2 million dollars annually, is well within 
Poland’s capacity. 

(4) It is understood that the Polish Mission stated, in reply to the 
Council’s counter-suggestion, that it already had presented the maxi- 
mum offer of the Polish Government (i. e., the offer reported in the 
Department’s telegram No. 6, February 5, 2 p. m.), that it had re- 

peatedly taken up the matter with Warsaw, and that it would be 
embarrassing for it to make any further representations to the Polish 
Government. The head of the Mission states that he must sail for 
Poland on February 20. 

‘A non-profit, semi-public organization incorporated on December 18, 1933, 
formed at the request of the Secretary of State, the Secretary of the Treasury, 
and the Chairman of the Federal Trade Commission of the United States for 
the protection of the rights and interests of American holders of public secu- 
rities of foreign states and other governmental sub-divisions. See Foreign Rela- 
tions, 1933, vol. 1, pp. 934 ff. 

* For text of the Polish offer as published on February 24, 1937, see Foreign 
Bondholders Protective Council, Inc., Annual Report, 19386 (New York, 1987), 

» oor detailed descriptions of the various issues of Polish bonds referred to 
here and hereafter, see Annual Report, 19387 (New York, 1938), pp. 580 ff.
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(5) You are requested to bring most informaily to the attention of 
the appropriate Polish authorities the benefit to Poland’s future credit 
in the United States of obtaining favorable recommendation by the 
Council of the terms that may be submitted to it, and the unfortunate 
effect of the alternative of the termination of the negotiations without 
an offer which the Council could recommend to the bondholders. You 
should express the hope that the Polish Government will make every 
effort to submit an offer that would avoid the latter development and 
you may say that this Government would be happy to see the con- 
clusion of a settlement satisfactory to both parties. 

Hou 

860C.51/1120 : Telegram 

The Ambassador in Poland (Cudahy) to the Secretary of State 

Warsaw, February 16, 1937—6 p. m. 
[Received February 16—4:05 p. m.] 

20. Your telegram No. 9, February 11,6 p.m. Have just finished 
meeting with Minister of Finance. He [/] told me [zm] that my 
Government had been informed that negotiations between Polish 
Financial Mission and Foreign Bondholders Protective Council were 
in danger of ending without agreement; that offer reported made by 
Mission was unsatisfactory to Council which had indicated counter 
suggestions set forth in paragraphs 2 and 3 of your No. 9. 

I reiterated importance for credit of Poland to have favorable 
recommendation by Council and unfortunate effect if Council and 
Mission could reach no agreement stating my Government would be 
happy to see settlement satisfactory to both parties. 

Minister stated maximum offer he could authorize was interest fund- 
ing bonds covering a period of 20 years bearing interest at 3%, or 
payment [of] 85% cash on coupons now due; also on next two coupons 
as they become due. This offer in either alternative could be accepted 
at option of bondholders. 

The Minister stressed that he had originally intended to offer only 
funding interest bonds but had been persuaded by Embassy’s atti- 
tude (despatch No. 1448, January 7, 1937?°) to make cash offer. If 
this were unacceptable Professor Krzyzanowski, head of the Mission, 
would be instructed to leave for Poland on the 20th. Minister stated 
foreign exchange would be set aside to make payments required by 
this offer. Said he could not risk greater commitment and had pre- 
vailed upon Council of Ministers against strong opposition in making 
this offer. 

*° Not printed. 

982609—54 35
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Embassy does not recommend acceptance or rejection but is con- 
vinced this is best offer forthcoming and there is nothing which. 
indicates it will be raised. 

CupaHy 

860C.51/1129a : Telegram 

The Secretary of State to the Chargé in Poland (Johnson) 

Wasuineton, March 5, 1937—1 p. m. 

19. Department confidentially informed that British Government 
is informing the Polish Government that they consider that it could 
and should maintain full service of all tranches of the Stabilization 
Loan and that if reductions were made on the sterling tranche the 
British Government would take steps to protect British holders of 
sterling bonds. 

Please verify and ascertain the attitude of the Polish Government, 
‘In view particularly of its commitments under the offer to the Ameri- 
can bondholders announced February 24. 

Ho. 

$60C.51/1132 : Telegram 

Lhe Chargé in Poland (Johnson) to the Secretary of State 

Warsaw, March 8, 1937—6 p. m. 
[Received 7:47 p. m.] 

34, Your telegram No. 19, March 5. My telegram No. 33, March 
7.2 Informed at Ministry of Foreign Affairs that in spite of British 
pressure commitment will be lived up to. Coupons sterling issue 
due April 15 will be paid in full but as regards other coupons Polish 
proposal to British [is] identic with proposal made American bond- 
holders. Confirmed this information Ministry of Finance. 

J OHNSON 

860C.51/1204 : Telegram 

Lhe Secretary of State to the Ambassador in Poland (Biddle) 

Wasuineton, September 18, 1937—1 p. m. 
67. Your despatch No. 146, August 23, 1937.22. The Department 

has made an oral statement to the Polish Chargé d’A ffaires here refer- 
ring to the commitment concerning non-discrimination in the an- 
nouncement of February 24, 1937, to the assurance reported in Embas- 

* Not printed.
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sy’s 34, March 8, 6 p. m., and to reports received from various quar- 
ters concerning present negotiations with the British. After refer- 
ence to other complaints of alleged discrimination, he was told that 
the Department has not ceased to follow developments in the matter 
with very great interest and that it expects that in case more favorable 
treatment than that proposed February 24 shall be accorded by Poland 
to any one of its outstanding external obligations, then the same treat- 
ment shall be extended to all Polish obligations as promised by the 
proposal announced by the Foreign Bondholders Protective Council 
on February 24.7 Stress was laid both on the insistence that there 
should be no discrimination against American holders of Polish bonds 
and on the objections to and the detrimental effects of bilateral pay- 
ments agreements with single creditor countries. 

Please discuss in similar sense with Polish authorities. 

Hub 

860C.51/1219 : Telegram 

The Ambassador in Poland (Biddle) to the Secretary of State 

Warsaw, September 28, 1937—5 p. m. 
[Received September 28—2: 30 p. m.] 

117. Your 67, September 18, 1 p. m.; my [113,] September 25, 
noon.% Following new developments with respect to Polish currency 
obligations have just come to my attention. 

(1) Immediately after my call on Friday, the British Ambassador 
saw Acting Minister of Foreign Affairs and left on behalf of his 
Government a strong memorandum insisting that British holders 
of Polish obligations be accorded on October 15 next as favorable 
treatment as bondholders of any other nationality. 

(2) These representations, together with my own, have evidently 
aroused the serious concern of the Polish authorities who called con- 
ferences of all interested Polish agencies to consider the situation. 

(3) Ambassador Potocki, who was consulted with respect to my 
representations, informed me that the Polish Government is plan- 
ning to authorize a representative in the United States to issue in 
the near future a reassuring statement addressed to American bond, 
holders. 

(4) Representatives of the Standard Car Finance Corporation have 
just signed contract with Ministry of Finance providing for full pay- 

5, For the text of this statement by the Council, see Annual Report, 1986, p. 705. 
Latter not printed. 

* September 24,
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ment with interest rate reduced to 444%. Payment including de- 
faulted interest to be resumed this fall and extended for 15 years in 
all. Settlement apparently based on Ulen”’ and Swedish settle- 
ments.”8 

Bripviy 

860C.51/1236 

Memorandum by the Assistant Adviser on International Economic 
Affairs (Livesey) 

[Extract ] 

[WasuHineton,| October 18, 19387. 

Conversation: Mr. Zoltowski, Financial Counselor, Polish Embassy ; 
Mr. Ruczynski, Ministry of Finance, Warsaw; 
Mr. Feis; * 
Mr. Nielsen; * and 
Mr. Livesey. 

Mr. Feis said that the conversation of yesterday * had been carefully 
considered and discussed in the Department and finally had been 
briefly discussed with the Secretary. Asa result Mr. Feis had jotted 
down a little note on the position. He gave Messrs. Zoltowski and 
Ruczynski copies as follows: 

2 The Standard Car Finance Corporation, with principal offices in Wilmington, 
Delaware, by agreements of December 6, 1929, and February 5, 1930, had ac- 
quired from the Society of Mechanical Plants “Lilpop, Rau and Loewenstein, 
Ltd.,” of Warsaw, the notes of the Treasury of the State of Poland, in excess of 
a principal amount of 10 million dollars, issued as rental for the construction and 
use of a large number of freight and passenger railroad cars. Beginning with 
October 1, 1936, the Polish Treasury had defaulted in the payments on account 
of principal and interest at 7 percent due on these notes. Definitive legislation, 
effective on July 26, 1938, for the agreement here mentioned, provided for the 
issuance and delivery of 444 percent certificates of the Polish State Treasury in 
the principal amount of $5,669,036.98, their payment to be completed by October 
1, 1951. (860C.51/1199, 1227, 1361) 

7 Jlen and Company, of New York City, owned 8 percent Sinking Fund Gold 
Bonds in two issues (1925 and 1926) of the National Economic Bank of Poland, 
unconditionally guaranteed by the Polish Government. These bonds had been 
received in payment for extensive public works undertaken by the Company in 
10 different cities of Poland. Defaults began on these issues in 1986. For the 
text of the full provisions of the two Extension Agreements of May 26, 1937, 
by which interest was reduced to 8 percent and maturity prolonged to 1967, see 
Annual Report, 1937, pp. 689 f£., and 653 ff. 

22This temporary plan concerned the 614 percent External Secured Sinking 
Fund Gold Bonds of 1930, issued by the Republic of Poland to the Swedish Match 
Interests, pursuant to a match monopoly agreement. According to the permanent 
plan of December 7, 1938, interest was to be paid at the rate of 414 percent, and 
sinking fund payments were to be resumed on April 1, 1939. It was believed that 
none of these bonds was held within the United States. See Annual Report, 1938, 
p. 847. 

2? Herbert Feis, Adviser on International Economic Affairs. 
*” Orsen N. Nielsen, of the Division of European Affairs. 
*! Memorandum of conversation not printed.
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“In the light of the fact that many important details of the negotia- 
tion between the Polish Government and the Foreign Bondholders 
Protective Council in the United States, and between the Polish Gov- 
ernment and the Council of the Corporation of Foreign Bondholders 
in Great Britain still appear to be unsettled, the Department does not 
feel itself in a position at this moment to indicate whether the settle- 
ments under discussion would involve any serious question of discrim- 
ination.” 

Mr. Zoltowski said that Mr. Ruczynski and he had twice been in 
telephone conversation with Warsaw during the day, after having tele- 
eraphed a report of yesterday’s conversation last night. 

It had been rather hard to hear all particulars over the telephone 
from Warsaw, but it appeared that as time was so short before the 
October 15 coupons on the Stabilization loan become payable in New 
York and London, the Finance Minister had decided, subject to ap- 
proval by the Polish Cabinet, that Poland should pay coupons due 
beginning October 1 at the rate of 414% of the principal instead of at 
the rate of 35 percent of the coupons as announced in Poland’s Feb- 
ruary proposal. That is, the October 1 coupon of the 6s of 1920, a 

dollar loan, will be paid at the 414% rate instead of the 2.10% rate 
(35 percent of 6 percent), and the October 15 coupons of the Stabiliza- 
tion Loan (both sterling and dollars) at the 414% rate instead of 
the 2.45% rate (35 percent of seven percent). 

Mr. Zoltowski said that in view of the British attitude, this uni- 
lateral decision of Poland to pay British holders less than the British 
had demanded and to pay American holders the same rate although 

it was higher than the rate proposed [to] Americans, as announced by 
the Foreign Bondholders Protective Council last February without 
adverse recommendation, was an evidence of how far Poland is going 
in order to avoid discrimination. 

Messrs. Zoltowski and Ruczynski were leaving for New York by the 
first train after their present conference with the State Department. 
They expect to receive a cable tomorrow morning giving particulars 
in time for them to get an announcement into the evening newspapers. 
They expect also to see the Foreign Bondholders Protective Council 
during the day. The Council would hardly be in a position to express 
disapproval of terms better than those it had passed on to bondholders 
last February without expressing disapproval. 

Mr. Feis suggested that this disposition of October coupons would 
give the Poles more time to negotiate for a permanent settlement. 
They said that it would extend the time for negotiations, which it 
had been impossible to conclude before the October 15 due date, 
largely because of the London attitude. 

Mr. Feis asked whether they had made any written offer to the 
Foreign Bondholders Protective Council. They said they had not 
done so. They needed first to work out some formula acceptable to
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the British and American authorities in respect of non-discrimination 
and then it would not take long to present detailed proposals together 

with justifications for the proposals. 

_ Mr. Feis reiterated the importance which the United States attaches 
to non-discrimination. The Poles said they understood the United 
States point of view on this and had cabled Warsaw of yesterday’s 
conversation. Mr. Feis assured them that we also understand their 
difficulties, and that he was sure the Secretary would wish him to 
express his appreciation of the work the Polish representatives had 
done in this matter and their action in fully informing the Depart- 
ment and discussing the problem with it. 3 

The Poles said they were not too optimistic as to the task of obtain- 
ing acceptance by London of terms which could also be extended to 
American bondholders. The British were no longer holding out for 
full payment of the Stabilization Loan coupons, but had said in the 
negotiations for permanent settlement that they would not accept a 
lower rate than something between 5 and 6%, which was the cost of 
other Polish credits in London. In reply to a question, Mr. Ruczynski 
said that he thought there would also be some reduction in the interest 
rate on the British industrial credits to Poland. 

After the Poles had left, Mr. Feis telephoned Mr. Francis White,* 
in confidence, regarding the conversation. Mr. White seemed rather 
taken aback by the new development and the return of the Poles toa 
414% rate after a 414% rate had been offered orally. He suggested 
that an adjustment covering the next three years might be negotiated. 
Mr. Feis assured him that the Polish representatives expected to con- 
tinue negotiations for a permanent settlement and that it appeared 
that their unilateral tender of 414% rate for current coupon payments 
might represent a desire to test the British position. 

F [REepERIcK] L[1vesry} 

860C.51/1268 

Memorandum by the Assistant Adviser on International Economic 
Affairs (Livesey) 

[ Wasuineton, | November 29, 1937. 

I telephoned Mr. Zoltowski at his New York office and told him that 
Mr. Rucinski on November 26 had informed the Department through 
the Embassy at London * that the Polish Government has decided to 
offer the British tranche of the Polish stabilization loan the extension 

* Executive Vice President and Secretary of Foreign Bondholders Protective 
Council, Ine. 

* Mr. Rucinski’s information was contained in telegram No. 737, November 26, 
1937, from London (860C.51/1262).
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of the multiple exchange clause and a minimum guarantee, and in- 
dicated that this would be offered as the basis for a long term settle- 
ment. Isaid that this differed from what Mr. Zoltowski had told Mr. 
Feis on the same day.* 

Mr. Zoltowski said that it did, of course, differ. However, what he 
had told Mr. Feis was what he had been told in a telegram from London 
which he had received Thursday, November 25. He very much re- 
gretted that he had made erroneous statements to Mr. Feis. He said 
that there must have been some change in the position after the tele- 
gram which he received November 25. On receiving it he had im- 
mediately telegraphed London that he was leaving for Washington. 
He supposed therefore that Mr. Rucinski had perhaps gone to the 
American Embassy to tell them of the changes so that the Department 
might be informed through the Embassy since it was too late to reach 

Mr. Zoltowski before he came to the Department. 
I told him that the new information destroyed the basis on which 

we had talked on the 26th.* In view of it we could only say that we 
would see with extreme regret any steps taken which would result in 
less favorable treatment for American bondholders than for non- 
American bondholders, and withhold all further comment. 

Mr. Zoltowski reiterated his regret and his explanation and I said 
I would make them of record in the Department. | 

| | F [reperick | Livesey 

INFORMAL REPRESENTATIONS REGARDING POLISH DIRECT SHIP- 

MENT REQUIREMENT IN APPARENT VIOLATION OF TREATY OF 
JUNE 15, 1931 ™ 

660C.116/197 

The Consul General at Warsaw (Bevan) to the Secretary of State 

No. 745 Warsaw, October 7, 1936. 
| [Received November 3.] 

Sir: I have the honor to invite the Department’s attention to the 
‘enclosed letter of September 25, 1936," addressed to the Bremen rep- 

* Memorandum of conversation not printed. Mr. Zoltowski had then believed 
that the Polish offer was probably temporary. It would contain the multiple 
currency provision, allowing payment of interest in several foreign currencies, 
which might have more favorable exchange rates. The inclusion of a minimum 
guarantee provision, not contained in the American tranche, would ensure that 
this currency exchange provision would never work out in effect at less than a 
Ove percent payment in sterling. (860C.51/1266. See also Annual Report, 1937, 

p. .) 
*Then assuming that the Polish offer was only temporary, Dr. Feis had said 

to Mr. Zoltowski that “the Department of State would probably not go so far 
as to make a public statement” regarding discriminatory treatment of American 
bondholders (860C.51/1266). 

* For previous correspondence regarding alleged Polish discrimination against 
American trade, see Foreign Relations, 1935, vol. u, pp. 629 ff. For text of the 
Treaty of Friendship, Commerce, and Consular Rights, see ibid., 1931, vol. nu, 
p. 938. 

* Not printed.
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resentative of George H. McFadden and Brother, the American cot- 
ton exporters, regarding the intention of the Polish Government 
to require imports into Poland of cotton of American origin to be 
transported by direct steamers from the United States. A similar 
letter was sent to the Bremen office of Anderson, Clayton and Com- 
pany on September 26, 1936, in reply to its request of two days pre- 
viously. Both firms had requested the Consulate General to inter- 
vene, which it did, with the appropriate authorities to secure either 
a postponement or a cancellation of the requirement. 

On October 1, 1936, the Consulate General was able to inform both 
firms in Bremen that the Ministry of Industry and Commerce had 
postponed the effective date of the direct-shipment requirement to 
November 1, 19386, and today (October 7th) it notified them of a 
further postponement to December ist. 

In reply to the final paragraph of the Consulate General’s letter 
of September 25th, the McFadden representative has stated that “the 
amount of cotton we shall be unable to clear through Customs before 
November Ist will not be very great” and that “the prolongation (to 
November 1st) will probably enable us to avoid any unfortunate 
situation”. No reply to the same paragraph has yet been received 
from the other firm, although both have expressed willingness to 
ship direct if adequate facilities should become available. A better 

opportunity to evaluate the situation will be provided by the Me- 
Fadden representative’s expressed intention of coming to Warsaw in 
order to discuss with the Consulate General ways and means of re- 
ducing his firm’s outstanding Polish cotton credits. 

An unusually well-informed trade contact of the Consulate General 
in Lodz has told this office that the real reason behind the requirement 
is pressure from direct steamship lines in an attempt to secure more 
cargo. ‘The Manager in Poland of the American-Scantic Line, a 
Polish citizen, has openly expressed satisfaction at the move because 
of long-continued efforts on his and his company’s part to induce 
American exporters to use the company’s combined Gulf-New York- 

Gdynia services, with trans-shipment at Philadelphia. Similar 
through facilities could easily be arranged by the Polish Gdynia- 
America Line. | 

The Lodz informant states, however, that the spinners have pro- 
tested vigorously against the measure, mainly because of the present 
too infrequent direct sailings from Gulf ports and of a desire to con- 
tinue to have access to the main European cotton ports in case of 
urgent need. It should be pointed out, of course, that the Polish Gov- 
ernment maintains that storage and other facilities at Gdynia have 
now been brought to the point where they are adequate for the spin- 
ners’ needs. In the light of past experience with Polish shipping and
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" foreign trade policy, it is difficult to believe that the Government will 
continue to postpone the direct-shipment requirement once adequate 
shipping facilities become available, despite the resulting further in- 
fraction of the ninth paragraph of Article VI of the American-Polish 
Commercial Treaty. 

The Consulate General will continue to report important develop- 
ments in the matter as they occur. 

Respectfully yours, Tuomas H. Brvan 

660C.116/197 : Telegram 

The Acting Secretary of State to the Chargé in Poland (Johnson) 

WasuHINneTon, December 1, 1936—5 p. m. 

87. Consulate General’s No. 745, October 7. Please report whether 
direct shipment requirement has been imposed on American cotton. 
If postponement has occurred report date on which requirement is to 
be enforced. 

Has there come to attention of Embassy or Consulate General any 
case in which Polish Government has enforced direct shipment require- 
ment on a commodity of American origin other then cotton? 

Moore 

660C.116/199 : Telegram 

The Chargé in Poland (Johnson) to the Secretary of State 

Warsaw, December 38, 1936—5 p. m. 
[Received December 3—1: 02 p. m.] 

141. Your No. 87, December 1, 5 p.m. Consul General states that 
Ministry of Industry and Commerce informed him today that direct 
shipment requirement on American cotton has been in force since 
December ist and that requirement applies to all shipments of Amer- 
ican goods irrespective of nature with exception of goods of insignifi- 
cant value and those imported for national defense purposes. Com- 
mercial Attaché requests that above information be repeated to De- 
partment of Commerce. 

J OHNSON 

660C.116/199 : Telegram 

The Acting Secretary of State to the Ambassador in Poland (Cudahy) 

WASHINGTON, December 29, 1936—38 p. m. 

96. Embassy’s No. 141, December 3,5 p.m. Department desires you 
to seek an early interview with the Minister for Foreign Affairs and
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to take up with him the application of the direct shipment requirement . 
to commodities of American origin, with particular reference to raw 
cotton. = 

You should state that your Government considers the application 
of this requirement to be in direct violation of the ninth paragraph of 
Article 6 of the treaty of June 15, 1931, with Poland (which you 
should cite), and that in view of the unambiguous language of the 
treaty it is at a loss to understand the action of the Polish Government 

in imposing the direct shipment requirement upon articles of Amer- 
ican origin. You should say that your Government expects that.the 
Polish Government will promptly take steps to accord to merchandise 
of American origin which enters Poland by an indirect route the 
treatment to which it is entitled under the provisions of the treaty. 

Please report briefly by cable and fully by despatch the result of 

your representations. 
Moors 

660C.116/200 : Telegram (part air) 

The Ambassador in Poland (Cudahy) to the Secretary of State 

Warsaw, January 7, 1937—1 p. m. 
[Received January 11—6: 40 a. m.] 

2. Your telegram 96, December 29, 3 p.m. Interviewed Minister 
for Foreign Affairs stating that United States Government considered 
application of direct shipment requirement in direct violation of 
Friendship and Commerce Treaty and stated that my Government ex- 
pected that the Polish Government would promptly take steps to ac- 
cord merchandise of American origin entering Poland by indirect 
route the treatment it is entitled to under provisions of Treaty. For- 
eign Minister professed ignorance and promised to investigate matter 
without delay. Despatch follows.*® 

CupaHY 

660C.116/204: Telegram (part air) 

The Ambassador in Poland (Cudahy) to the Secretary of State 

Warsaw, February 138, 1937—11 a. m. 
[Received February 15—12:30 p. m.] 

16. My despatch No. 1440, January 7th. Have just received note 
from Foreign Office dated February 9th. Translation pertinent por- 
tion reads as follows: 

*® Despatch No. 1440, January 7, not printed. | 
* Not printed, but see the Ambassador’s telegram No. 2, January 7, 1 p. m., 

supra.
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“Despite the attitude adopted by the interested organizations in 
the question of direct importation of cotton no disposition has been 
taken by the authorities relative to the direct importation and without 
transshipment of cotton. 

It is similarly pointed out that the permits of importation concern- 
ing other merchandise coming from the United States are delivered 
by the authorities just the same in the cases where this merchandise is 
routed indirectly, that is to say, with transshipment. 

As it results from the foregoing, the competent authorities have no 
intention to violate the stipulations of article 6, paragraph 9 of the 
Treaty of June 15, 1931.” : 

Above assertions are contradictory to verbal statements made to 
Consul Malige by competent officials of Ministry of Industry and 
Commerce. Consul General informs me that there is no doubt in 
his mind that direct shipment requirement has been enforced in the 
past and that he will watch carefully for future infringements. 

Commercial Attaché states same verbal statements were made to 
him and he concurs with Consul General that best present plan is 
to watch for future violations. He adds that it must now be assumed 
that direct shipment requirements no longer exist and he asks that 
Department of Commerce be informed accordingly. 

If above assumption proves unjustified and violation of article 6 
recurs, Embassy will inform Department and if so instructed make 
further protest basing it not only on article 6 but on statement of 

fact in Foreign Office note. 
CupaHy 

660C.116/222 

The Consul General at Warsaw (Bevan) to the Secretary of State 

No. 1588 Warsaw, July 15, 1937. 
[Received July 27.] 

Sir: I have the honor to refer to the memoranda from this Con- 
sulate General enclosed with the Embassy’s despatch No. 1504, Febru- 
ary 13, 1937,© in which it was stated that careful watch would be 
made for future infringements by the Polish authorities of the direct 
shipment clause of the American-Polish Treaty of Commerce dated 
June 15,1931. In this connection, the Department will be interested 
in the enclosed photographs“ of import permits for American goods, 
all of which were issued after the Polish Foreign Office’s Vote Verbale 
of February 9, 1937, disclaiming any intention to impose the direct 
shipment requirement, but all of which are nevertheless stamped 
with that requirement. As this office has previously maintained, de- 

“Not printed, but see the Ambassador’s telegram No. 16, February 13, sepra. 
* Six photographs not reproduced.
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spite the Foreign Office’s denials, the enclosures confirm a long-stand- 
ing practice of the Ministry of Industry and Commerce, one more- 
over that the Foreign Office itself communicated to the Embassy by 
note verbale of October 23, 1933.” 

The Consulate General has examined several other permits for 
American goods issued since February 9, 1987, and bearing the direct- 
shipment clause, but has either been unable to borrow them long enough 
for photographing or been refused permission to have them photo- 
graphed... . 

With regard to the previously reported statement by an official of 
the Ministry of Industry and Commerce that import permits for 
shipments of small value would not be stamped with the direct ship- 
ment clause, an official of the section that actually issues the permits 
recently informed the Consulate General that permits for shipments 
of ordinary merchandise weighing less than 100 kilograms did not 
bear the clause in question. In this connection, the Consulate General 
recently examined an import permit for 15 kilograms of American 
leather which was not stamped with the clause. 

The aspect of this entire matter that has most impressed this office 
is the unanimity with which importers other than of cotton regard 
the direct shipment clause with favor. Some even go so far as to 
oppose its abolition and in their cases the Consulate General has ac- 
tually met with resistance in efforts to obtain information from them 
in the matter. One of their arguments is that it prevents inferior 
German goods from entering Poland under the guise of having been 
produced in the United States. All importers consulted in recent 
months have stated that they would ship direct whether the permit was 
so stamped or not, because the existing direct steamship facilities are 
adequate, besides being the cheapest in the end. 

The second above-quoted official has informed the Consulate General 
that in practice permits are stamped with the clause because importers 
usually answer affirmatively the question in their applications as to 
whether they will ship direct or not, the latter consideration being 
confirmed by numerous importers in statements to this office. Still 
disregarding cotton, it may be added that the only requests to this 
oflice for the clause’s removal occurred a year or more ago and resulted 
from the failure of American exporters to comply with the Polish 
buyer’s specific instructions to ship direct. 

With respect to raw cotton, that product is exempted from the 
requirement of animport permit. The quantity imported is regulated 
by autonomous quotas fixed by the Ministry of Industry and Com- 
merce in consultation with the spinners, who are entrusted with the 

“ Not printed. :
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repartition of the quotas among themselves and clear their shipments 
on the basis of duty-reduction certificates issued by the Ministry of 
Finance. Although these certificates specify that in order to enjoy 
the reduced duty the cotton must enter Poland by sea, they do not 
preclude transshipment in any port outside the United States. This 
is the situation as gathered from importers and officials in recent 
months and confirmed today by a responsible official (Counsellor 
Rybicki) of the Ministry of Industry and Commerce. 

In summary, therefore, it appears that American goods fall under 
two categories for the purpose in mind: (1) Raw cotton, national- 
defense goods and shipments of small value, and (2) all other articles. 
The first category may be transshipped at an intermediate port, while 
the second may not, although importers do not object thereto and 
either desire the requirement maintained or would ship direct in any 
case. 

Respectfully yours, Tuomas H. Bevan 

660C.116/215 

The Secretary of State to the Ambassador in Poland (Biddle) 

No. 19 WasuHineton, July 19, 1937. 

Sir: The Department is in receipt of your despatch No. 8, June 9, 

1937, with regard to the application to American goods imported into 
Poland of the direct shipment requirement. 

The Embassy is requested to discuss informally with the competent 
Polish officials the matter of the application of the direct shipment 
requirement to imports of American products. In this discussion 
the views and practice of the Polish Government should be ascertained. 
In particular the Embassy should endeavor to ascertain, should the 
question arise out of the Polish point of view, whether the Polish 
Government regards the requirement, in the first instance, of a direct 
shipment endorsement for imports of American products and its later 
cancellation upon documentary proof that such shipment is not 
feasible, as constituting a practice consonant with the provisions of 
Article 6 of the Treaty of Friendship, Commerce, and Consular Rights 
between the United States and Poland. 

The Embassy should make it clear to the Polish officials with whom 

this matter is discussed that any practice which would delay the 
importation of indirect shipments of American products, or which 

otherwise would burden importation of indirect shipments as com- 
pared with direct shipments, would be regarded by this Government as 
conflicting with the provision of Article 6 of the Treaty of Friendship, 

“Not printed.
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Commerce, and Consular Rights that no distinction shall be made 
between direct and indirect shipments. 

Upon the receipt from the Embassy of a report of its conversations 
with the Polish authorities the Department will give further consider- 
ation to the matter. 

Very truly yours, For the Secretary of State: 
R. Warton Moors 

660C.116/235 

The Ambassador in Poland (Biddle) to the Secretary of State 

No. 260 Warsaw, November 27, 1937. 
[Received December 9.]| 

Sir: With reference to the Department’s instruction No. 19 of July 
19, 19387 concerning the direct shipment requirement on American 
goods imported into Poland, I have the honor to report that the fol- 
lowing information in the premises has been obtained through in- 
formal discussions with the competent officials of the Polish Foreign 
Office and discreet inquiries in other interested circles: 

1. The Foreign Office definitely regards the application, with or 
without subsequent cancellation, by officials of the Ministry of Indus- 
try and Commerce of the direct shipment requirement on imports of 
American goods as in contradiction to the applicable provisions of 
the American-Polish Treaty of Friendship, Commerce and Consular 
Rights and has endeavored unsuccessfully to persuade the Ministry 
to abandon its practice of endorsing by a rubber stamp such a require- 
ment on import permits covering American goods. 

2. The Ministry of Industry and Commerce apparently bases its 
refusal to accept and act upon the Foreign Office’s views in the matter 
on the assertion that the policy and obligations of the Ministry neces- 
sitate the endorsement of the requirement on all import permits issued 
covering goods of American origin. It is understood that the Minis- 
try was compelled some time ago “by heavy pressure from two 
sources” to apply informally the requirement to American imports. 
The two sources exercising the pressure are believed to be the Gdynia 
America Line and the Administration of the Port of Gdynia. Officials 
of the Ministry also allege to the Foreign Office that the provisions of 
Polish clearing and payment agreements with several other countries 
are such as to require in the protection of Polish Foreign exchange 
holdings the continuation of the practice in question. No explanation 
of the basis of this allegation is available to the Embassy beyond the 
statement that the complicated arrangements contained in such agree- 
ments make it necessary for the Ministry to apply the requirement. 
The Ministry insists to the Foreign Office that it can not in any cir- 
cumstances forego its present policy of endorsing all permits when 
originally issued with the requirement.
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3. The Ministry of Industry and Commerce, however, offers to and 
now follows the practice of removing the requirement from any per- 
mit issued covering American goods immediately upon the request 
for such action by the importer concerned. The Foreign Office was 
informed in October that the Ministry was “giving the necessary 
instructions to remove without any difficulties the requirement of 
direct shipment at every request of an importer of goods from the 
United States.” The Foreign Office and the Ministry of Industry and 
Commerce, while not in agreement with regard to the validity of the 
application in the first instance of the requirement, are of the opinion 
that the present practice avoids any real hardship or delay on Ameri- 
can trade. In other words, if the question of the treaty provision is 
not raised formally, the present practice which the Ministry of In- 
dustry and Commerce insists to the Foreign Office is the only conces- 
sion that it is in a position to make, would apparently operate to re- 
move any burden or hardship that might be worked on American 
trade by the application of the requirement. 

The Embassy has observed in two cases which came up during the 
course of the discussions that the requirement was removed upon the 
request of the importer. Both of these cases concerned the importa- 
tion of sulphur from the United States. The Foreign Office, in con- 
nection with the practice now followed by the Ministry of Industry 
and Commerce, is now taking up strongly with that Ministry any 
case brought to its attention in which delay or difficulty is experienced 
in bringing about the cancellation of the requirement. 

After a careful examination of the present situation, particularly 
with reference to the best interests of American export trade with 
Poland, I am of the opinion that the present practice of the Ministry 
of Industry and Commerce with respect to the cancellation of the 
direct shipment requirement should, from the American point of view, 
be given a trial for a sufficient period of time to determine whether 
American trade can, without suffering any hardship or delay, be 
carried on thereunder with Poland. The Embassy will continue to 
observe closely the operation of the practice and will inform the 
Department promptly of any changes in the situation as reported 
herein. It will, of course, endeavor to facilitate in every appropriate 
manner efforts of importers to obtain permits allowing them to import 
American goods by indirect as well as direct shipment. In the mean- 
time, the Department should, in my opinion, give further considera- 
tion to this matter in connection with any conversations which may 
take place with respect to general matters affecting American-Polish 
trade. 

Respectfully yours, A. J. Drexen Bwwore, Jr.
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ANTI-SEMITISM IN POLAND AND CONSIDERATION OF JEWISH 

EMIGRATION AS A POSSIBLE SOLUTION 

860C.4016/470 

Memorandum by the Secretary of State 

[WasHIneron,] June 4, 19387. 

The Polish Ambassador “ came in, having just returned from a few 
weeks’ visit to Poland. He said he desired to acquaint me with some 
of his observations while on his trip. He went on to say that economic 
conditions have very much improved in Poland; that political condi- 
tions are somewhat more stabilized; that it is not thought that there 
will soon be war in Europe; that they do have the Jewish problem in 
Poland, in a more acute form, in that it is now a part of an anti- 

Semitic movement in addition to the original economic cause; that, 
unusual as it is, the movement against the Jews this time seemed to 
start among the lower classes and rural persons, who are seeking to 
come into the towns and cities and take over that commerce with which 
the Jews are more or less connected ; that much thought is being given 
to the question of some emigration of Jews to suitable settlements else- 
where; that this is true, notwithstanding the Jews have been natives of 
Poland for many centuries; and that he, the Ambassador, has contacts 
with leading Jews in this country, including such persons as Mr. 
Warburg ® and Mr. Baruch, with whom he consults from time to 
time; that he expects to confer with Mr. Baruch tomorrow (Saturday). 

The Ambassador said that he stopped in Berlin and Paris and had 
had talks with the two United States Ambassadors; * that the Ger- 
mans really desire to reach a position of understanding and friendli- 
ness with the British; that they, of course, have not suflicient food- 
stuffs and raw materials. He said Ambassador Bullitt stated to him 
that conditions in France were sound and all that was needed was 
some group or individual to take hold of the situation, carry it for- 
ward and develop it. 

The Ambassador concluded by saying that Poland, to a most notice- 
able extent, is looking to the United States for leadership, in Europe 
as well as throughout the world, and has confidence that such leader- 

ship with a program will be forthcoming when the time is ripe; that 
the people of Poland are reading the utterances of the President and 
myself and associates to a surprising extent and are gradually embrac- 
ing the views thus expressed. 

C[orpett] H[ vy] 

“Count Jerzy Potocki. 
“Felix M. Warburg, banker, New York, N. Y. 
* Bernard M. Baruch, New York, N. Y. 
“William E. Dodd and William C. Bullitt were the American Ambassadors in 

Germany and France, respectively.
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860C.4016/486 : Telegram 

The Ambassador in Poland (Biddle) to the Secretary of State 

Warsaw, July 16, 1937—1 p. m. 
[Received July 16—12: 05 p. m.] 

86. Polish press today prominently features reports of Jewish dele- 
gation’s call on Secretary Hull,®* its anti-Polish memorandum,” Am- 
bassador Potocki’s subsequent call on Secretary, and latter’s press state- 
ment.*° Gazeta Polska, leading pro-Government newspaper, contains 
on front page editorial comment generally accepted as Foreign Office 
statement warning Jewish leaders, presumably American Jews, 
against meddling in Polish internal affairs if they seek Poland’s help 
in Jewish efforts concerning Palestine. 

The editorial follows in full: 

“The above news, aside from a natural and impulsive revulsion 
which any attempt of undesirable elements to meddle in the internal 
affairs of the Republic must awaken in Poland public opinion, cannot 
but cause astonishment at the strategic blindness of the Jewish polli- 
ticians. On the one hand, in connection with the fate of the future 
Palestinian State which is being decided upon now, they wish to obtain 
diplomatic help from Poland; on the other hand, they proclaim in 
Poland anti-emigration slogans and, at the same time, they institute 
an anti-Polish agitation outside the borders of Poland. 
We do not believe that the Jewish policy if it is to follow this line 

will accomplish its purposes”. 
BippiE 

860C.4016/489 

The Secretary of State to Dr. Stephen S. Wise, President of the 
American Jewish Congress 

WASHINGTON, July 20, 1987. 

My Dear Dr. Wise: With reference to the communication which 
you left with me on July 12, 1937,*° when you called with other mem- 
bers of a Committee from the American Jewish Congress for the pur- 
pose of making a declaration with regard to the situation of the Jews 
of Poland, I desire again to assure you that this Government has a 
sympathetic understanding of the natural concern of American Jews 
in matters affecting the Jewish population in other countries. 

“A committee headed by Rabbi Stephen S. Wise, representing the American 
Jewish Congress, called upon the Secretary of State on July 12, 1937, in behalf 
of the situation of the Jewish population of Poland. 

“Not printed. 
© Reference is apparently to the Secretary’s statement, released July 16, 1937; 

for text, see vol. I, p. 699. 

982609—54——-36



554. FOREIGN RELATIONS, 1937, VOLUME II 

With full appreciation of your solicitude in the situation which is 
set forth in your letter I have most carefully considered the entire 
question but I still do not find that that situation affords a basis 
on which this Government can properly make representations to the 
Government of Poland. In this field our duty is to offer full and 
effective protection to American citizens and direct American inter- 
ests and I fear that any deviation from this policy could not be other 
than prejudicial. 

I am forwarding a copy of your letter to our Ambassador at War- 
saw for his information.” 

Sincerely yours, CorpELL Hun 

860C.4016/507 : Telegram 

The Secretary of State to the Ambassador in Poland (Biddle) 

Wasuineron, September 24, 1937—6 p. m. 

69. Department informed by Dr. Stephen Wise ® that during past 
4 days physical violence unrestrained by adequate police measures 
has been directed against Jews and Jewish business in Warsaw. 

For assistance in reply to Dr. Wise Department requests immediate 
brief telegraphic report on situation.®4 

Hob 

860C.4016/508 : Telegram 

The Ambassador in Poland (Biddle) to the Secretary of State 

Warsaw, September 25, 1937—3 p. m. 
[Received September 25—12: 45 p. m.] 

114. Your 79 [69], September 24,6 p.m. Situation in Warsaw in 
summary as follows: 

1. Wave of anti-Semitic activities of young students and working- 
men commenced 8 weeks ago and culminating last Sunday in numerous 
street beatings and window breaking, occasioning grave anxiety in 
Jewish circles. Monday and Tuesday conditions improved somewhat. 
Polish press Tuesday forbidden under threat of suspension to pub- 
lish details, but foreign correspondents sent out stories. 

2. Wednesday, Warsaw authorities issued and posted throughout 
city warning of 1 to 10 years imprisonment for individuals partici- 

” Sent with instruction No. 22, July 27, not printed. 
* By telegram of September 23, not printed. 
“A reply, not printed, was sent to Dr. Wise on October 1, following receipt of. 

telegram No. 114, September 25, from the Ambassador, infra.
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pating in beatings and damaging property. Numerous extra police 
brought to Warsaw same day and are patrolling streets and parks 
where beatings took place with the result that beatings have not been 
as great since then. Seventeen persons, including at least 3 Jews, re- 
ported being held for trial as participants. 

38. While situation appears cleared up at present time, the Embassy 
cannot say that activities will not be renewed, particularly in early 
October when universities reopen. 

Despatch follows.®® 
BIDDLE 

860C.4016/511 

Memorandum by Mr. Bernard Gufler of the Division of European 
| Affairs | 

[Wasuineton, | September 27, 1937. 

Mr. Wankowicz * began the conversation by remarking that he had 
heard rumors to the effect that the Treasury Department was study- 
ing Polish exports to the United States with the thought that it might 
take action against them under the section of the Tariff Law authoriz- 
ing the imposition of countervailing duties. He added that the rumors 
were exceedingly faint ones and that he was hopeful that there was 
no foundation for them since in his opinion it would be unfortunate 
if at the present time, while both Governments are considering whether 
there may be grounds for beginning negotiations for a trade agree- 
ment,®’ were the Treasury Department to impose countervailing duties 
on imports into the United States from Poland. 

Mr. Wankowicz stated that the Polish Embassy had received a tele- 
gram from Dr. Stephen S. Wise, President of the American Jewish 
Congress, protesting against the anti-Jewish disturbances which had 
recently occurred in Warsaw and requesting the Polish Government to 
impose martial law in that city. The Embassy had also been informed 
that Dr. Wise had requested the Secretary of State to protest to the 
Polish Government. 

Mr. Wankowicz gave the appearance of being considerably disturbed 
by Dr. Wise’s protest. He stated that he desired to inform the State 
Department of the real nature of the disturbances referred to by Dr. 
Wise. He had been fully informed by his Government with regard 
thereto and although he said he had not been instructed to call, it was 
apparent that he was anxious to tell his story and concerned that 
the Department might have been misinformed by Dr. Wise. The 

“Not printed. 
* Witold Wankowicz, Polish Counselor of Embassy and Chargé. 
* See pp. 525 ff.
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disturbances were minor ones, involving beatings on the street and 

the breaking of windows. No one was seriously injured and there 

were absolutely no fatalities. ‘The police now have the matter under 

complete control and the authorities have announced their intention 

of prosecuting offenders vigorously. Mr. Wankowicz added that the 

Voivode of Warsaw had caused notices to be posted throughout the 

town warning the people of the penalties of one to ten years im- 
prisonment for street rioting and damaging property. He said that 

this action was an indication of the intent of the authorities to be 
vigorous in their action against anti-Semitism since they would have 

to enforce the order posted by them in order to maintain the prestige 
of governmental authority in Poland. He expressed the hope that 
the difficult situation existing in Poland and the determination of the 
Polish Government to maintain order without the imposition of mar- 
tial law would be appreciated and understood in the United States. 

Just before he left Mr. Wankowicz asked whether action was being 
taken on the Polish proposal for reciprocal exemption of consular 

officers from the payment of taxes on motor vehicle fuels and oils. 

Mr. Gufler informed him that the matter had been referred to the 
appropriate federal and state authorities who still had it under con- 
sideration. 

SEPTEMBER 28, 1937. 

Mr. Wankowicz telephoned this morning to say that yesterday 
afternoon he had received from his Government telegraphic instruc- 
tions to inform the Department of the latest developments in the situ- 
ation of the Jews in Poland and that he had called on Mr. Wilson, 
Assistant Secretary of State, and had informed him of the situation 
both as regards the recent disturbances in the city of Warsaw and the 
basic economic and social causes of the tension between Poles and 

Jews. 
Mr. Wankowicz also stated that he intended to acknowledge Dr. 

Wise’s telegram without comment and to inform him that it had 
been forwarded to the appropriate authorities in Poland. 

B[ernarp| G[uFrLer] 

860C.4016/513 

The Ambassador in Poland (Biddle) to the Secretary of State 

[Extracts] 

No. 195 Warsaw, October 7, 1937. 
[Received October 19. ] 

Sir: In continuation of the series of despatches submitted by this 
Embassy on significant developments affecting the Jewish popula-
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tion of Poland, I have the honor to inform the Department that the 
opening of the present academic year in Poland was marked by the 
definite establishment by official action of the so-called ghetto in in- 
stitutions of higher education with the result that Christian and 
Jewish students are now required to occupy distinctly separate sections 
in class and lecture rooms. 

The Department will recall, particularly from the university situa- 
tion described in my predecessor’s despatch No. 1599 of April 15, 
1937,°* that anti-Semitic students had been endeavoring for some time 
to establish the “ghetto” in Polish universities. These efforts had met 
during the past 2 years with firm resistance on the part of Jewish 
students and the authorities were compelled on several occasions to 
close individual institutions for fairly long periods in order to put 
an end to student disturbances arising in connection with anti-Semitic 
activities of nationalistic student organizations. However, these or- 
ganizations were able despite substantial opposition from the authori- 
ties fairly effectively to enforce the physical separation of Christian 
and Jewish students during periods when the schools were actually 
in session.* 

I have been informed that the rectors of the several Polish univer- 
sities and other higher educational institutions decided at a meeting 
held some time in September to establish by institutional regulations 
the separation of Christian and Jewish students. This action was 
taken with the consent of if not actually directed by the central au- 
thorities and ostensibly was based on the desire to end the disturbances 
which had occasioned the suspension of work on several occasions 
during the past few years in many institutions.+| The regulations 
issued under the authority of the rectors of the individual institutions 
which have so far come to the attention of the Embassy make no speci- 

* Not printed. 
* The Christian students followed the practice of locking arms in order to ob- 

tain exclusive occupancy of the benches on the right hand side of lecture halls 
and class rooms in the endeavor to force the Jewish students to occupy the 
benches on the left side. The Jewish students definitely refused to accept volun- 
tarily any such arrangement and numerous disturbances took place. They solved 
their problem by following the practice of standing in the aisles and at the rear 
of the room thus leaving the “ghetto” benches on the left side completely vacant. 
It is reported that Jewish students have stood through all class room exercises 
and lectures in this fashion for the past two years. Numerous of the younger 
Jewish students have not sat down during their entire university careers. 
[Footnote in the original.] 

+ The Warsaw Goniec Warszawski of October 6, 1937, states in this regard 
“The Cabinet of Premier Sktadkowski decided lately: ... (2) Instructions 
issued by Rectors of Universities dividing the seats between Poles and Jews. 
Polish circles welcome the instructions issued by Rectors of Universities order- 
ing a distribution of seats separating Jews and Poles. This will greatly 
contribute to the pacification of youth and the restoration of the proper atmos- 
phere of study at the Universities. Since this instruction is parallel to the re- 
duction of the percentage of Jews at schools—there is no doubt. that it will have 
a calming effect on the excited youth, which had a fatal effect on their study.” 
[Footnote in the original.]
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fic mention of the intent to separate Jewish and Christian students 
but simply provide in various manners for the designation by the 
school authorities of the seats to be occupied by the individual students 
or student groups... . 

Jewish student groups are no more inclined to accept the present 
regulations than they were willing to comply with the unofficial efforts 
of anti-Semitic students to enforce in the past few years an unofficial 

“shetto” arrangement. They have protested strenuously to the edu- 
cational authorities and have encountered no difficulty in enlisting the 
active support of important Jewish organizations in appealing for the 

cancellation of the regulations to the central authorities.{ ... 

The Embassy does not think it likely that the protest of Jewish 
organizations will be of much avail in this matter. As stated above, 

the decision to create the “ghetto” was sanctioned, if not actually 

directed by the Polish Government, and it is quite unthinkable that 
this action would be reversed, particularly in view of the fact that 
it has met with almost universal approval in the racially Polish 
press. In fact, the Minister of Cults and Public Instruction in a 
nation-wide radio address delivered yesterday on the occasion of 

the new school year pointed out that “quiet in the institutions of 
higher education is a condition essential to the future development 

of Poland” and added that in the exercise of his responsibility for 
the normal conduct of the educational activities of the country he is 
“forced to use means to which recourse would not willingly be taken” 

except to avoid the spread of confusion and anarchy. 
On the other hand, it is pertinent to point out that the issue involved 

is greater than that of the separation of Christian and Jewish students 
in the schools. I am informed that leading Jewish circles are con- 
vinced that the successful establishment of the “ghetto” in the schools 

will soon bring a strong demand on the part of anti-Semitic elements 

in Poland for the extension of the system to other fields of life. They 
anticipate in particular that pressure will be brought on the authori- 

ties to provide “ghetto” accommodations on public transportation 
facilities, special sections in theaters for Jewish spectators, and a 
general separation of the Jewish and Christian elements in many 
other fields of activity. It is in order to avoid encouraging such 
demands by easy compliance with this first step that Polish Jewry 

¢ According to information obtained from Jewish sources, the Jewish Senators 
and Deputies have promised to use every resource at their command in opposing 
the University ghetto. They intend to raise the constitutional question in their 
discussions with the authorities by claiming that these regulations deny to 
Jewish students the equal treatment guaranteed therein to all Poles. [Footnote 
in the original. ]
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is organizing a strong resistance to the establishment of the “ghetto” 
in the universities and other institutions of higher education. 

Numerous nationalistic Poles take it for granted that the extension 
of the ghetto system in Poland is both desirable and inevitable as 
time passes and greet with satisfaction movements such as the one 
under discussion in that direction. Anti-Semitic circles, naturally, 
express great satisfaction with any new development tending further 
to segregate the Jews in Poland, and I am attaching hereto as in- 
dicative of that feeling a translation of an article® entitled “The 

University Ghetto” which appeared in the Warsaw Warszawski 
Deiennik Narodowy of October 6, 1937.§ 

Respectfully yours, A. J. Drexen Bippts, Jr. 

860C.4016/516 

The Ambassador in Poland (Biddle) to the Secretary of State 

[Extracts] 

No. 209 Warsaw, October 20, 1937. 
[Received November 2. | 

Sir: Supplementing my despatch No. 187 of October 1 © and earlier 
despatches from this Mission reporting developments affecting the 
Jewish situation in Poland, I have the honor to inform the Depart- 
ment that it is apparent at Warsaw that the higher officials of the 
Polish Government are becoming gravely concerned at the reaction 
in foreign countries, particularly the United States and Great Britain, 
to the recent increase in the number and seriousness of anti-Semitic 
incidents in Poland. 

In several conversations Colonel Beck “ has given me the very defi- 
nite impression that he was well aware of the force and significance 
of the reaction abroad to anti-Jewish activities in Poland, and I have 

© Not printed. 
§The official Polish Telegraph Agency P. A. T. released the following state- 

ment on October 8, 1937, which indicates that the Government initiated the 
action of the rectors: “The Minister of Cults and Public Education received on 
the 7th of this month a delegation of Jewish members of the Diet and Senate, 
senators Schorr and Trockenheim and members of the Diet Gottlieb, Mincberg, 
Rubinstein and Sommerstein. 

The Minister stated that during the last meeting of the Rectors of the Uni- 
versities he appealed to them that, keeping within the University laws and 
regulations that empowers the rectors to take certain measures to preserve 
peace and order, they should use all the means there are at their disposal to 
prevent acts of violence taking place. 

The regulations issued by the rectors have this aim. By reserving separate 
seats for individual students or for the members of the various university asso- 
ciations, the rectors have made an attempt to keep order at the universities and 
prevent fights for seats from taking place.” [Footnote in the original.] | 

* Jozef Beck, Polish Minister for Foreign Affairs.
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readily observed that he is not personally inclined towards anti- 
Semitism but, in fact, displays, either as a matter of principle or 
good politics, a spirit of tolerance and helpfulness in his contacts with 
Jews. He informed me that his recent trip to Geneva was based 
to a large extent on a desire to demonstrate as prominently as possible 
the genuine importance which the Polish Government ascribes to the 
Jewish problem and its eagerness to find a solution for it by increased 

emigration. ... 

The Prime Minister, General Stawoj-Stadkowski [Skladkowski], 
spoke ® strongly in a soldierly manner against public disorder and 
anarchy in the streets, emphasizing that civil violence directed against 
any one section of the population might, if allowed to develop un- 
checked, easily be turned against constituted authority and the gen- 
eral order of the country. He went on to stress the necessity of main- 
taining order and guarding the safety of all citizens in order to 
ensure the internal and external security of Poland. His remarks 
were followed, according to my informant, by a strong statement on 
the part of Eugenjusz Kwiatkowski, Vice Prime Minister and Minister 
of Finance: 

“T am satisfied with the progress that we were making in the eco- 
nomic development of the country. We set for ourselves difficult 
achievements but the efforts of the people were bringing great results. 
If peace and unity are maintained at home, we can and will accom- 
plish much. But the disorders, primarily the anti-Jewish activities 
and the peasant difficulties, have proven very costly to our economy, 
and I am no longer positive that we can continue to make progress. 
In the peasant regions the entire field of economic activity has been 
gravely injured. 

“The anti-Semitic activities have threatened our prospects at home 
and abroad. Tax collections in Jewish districts have declined greatly. 
The receipts at Brzesé Litewskli * have declined by nearly 70 per cent. 
since the riots there last May and in many important regions the 
average decline has been nearly 30 per cent. Our tax income is de- 
pencent to a large extent on trade which is controlled by Jewish 
ands and Jews are avoiding more than ever the payment of taxes 

since the excesses have become more prevalent. I cannot tell you how 
difficult it has become for us to facilitate exports, to negotiate on 
financial matters, and to obtain necessary credits or a foreign loan, 
particularly with the Anglo-Saxons. Jewish circles in those countries 
refuse to deal with us as long as these excesses take place. If the pres- 
ent situation continues, I shall find it necessary to resign, since my pro- 
gram has been endangered to a point where success soon will no longer 
be possible.” 

High officials of the Roman Catholic Church in Poland, including 

the Papal Nuncio, Cardinal Hlond, and other members of the hier- 

” In a formal meeting of the Polish Cabinet. 
* BrzeSé nad Bugiem, or Brest-Litovsk.
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archy, have likewise become concerned with the situation. Since 

numerous members of the lower clergy, particularly in the so-called 

Corridor region, have been more or less active leaders in anti-Semitic 

activities, the attitude of the church authorities is of genuine impor- 

tance in preventing a continuation of the excesses. I understand that 

foreign circles brought to the attention of the church at Rome the 

desirability and even necessity of the Polish hierarchy’s acting in the 

matter. The present Pope, who was for some time Nuncio at War- 

saw, is fully conversant with conditions in Poland and is reported to 

take a deep personal interest in the welfare of the country. The efforts 

of the church are apparently directed now at restraining anti-Semitic 

activities and endeavoring to facilitate a long time solution through 

emigration. 

While there is abundant evidence that foreign support of Polish 

Jewry has brought home to the leaders of Polish life the fact that con- 

sideration must be given to the reaction abroad to anti-Semitic ac- 
tivities in Poland, I am not convinced that those leaders are or will 
be in a position effectively to control the mass feeling against Jews 
which has been permitted to develop virtually unchecked, if not actu- 
ally encouraged, since the death of Marshal Pilsudski. ‘The mass of 
the Polish people, including many of the more intelligent and better 
informed among them, are too prone to ascribe the ills of the country 
to an alleged malevolent influence of the Jews to allow foreign in- 
fluence, an anathema in itself to most Poles, to sway them from an 
adopted course. And to the rabid or professional anti-Semite in Po- 
land, the exercise of foreign pressure in behalf of Polish Jewry, unless 
made effective in a completely unobtrusive manner, is likely to serve 
as an invitation for renewed and more bitter activity. Nevertheless, I 
feel that the realization on the part of Polish leaders of the importance 
of considering foreign reaction to excesses in Poland is one of the 
most hopeful signs in the present situation. 

Respectfully yours, A. J. Drexen Biwi, JR. 

860C.56/235 

Memorandum by the Under Secretary of State (Welles) 

[WasHineton,] October 25, 1937. 

The Polish Ambassador called to see me this morning. He said 
that the President had asked him, during a recent conversation which 
the President had had with the Ambassador, to come to see me with 
regard to the problem of Jewish emigration from Poland. 

* Pius XI. | 
* On October 21.
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The Ambassador stated that from the conversations which Colonel 
Beck had recently had with the leaders of the Zionist movement at 
Geneva, prospects for canalizing emigration from Poland to Palestine 
were discouraging, and that, while Poland would still continue to try 
to work out some plan for continued Polish emigration to Palestine 
as the basis for their present policy, his Government was very anxious 
to find other fields where Jewish emigrants from Poland could be 
settled. He said that the Polish Government had sent commissions to 
Madagascar, South Africa, East Africa and Australia, but had been 
able to find no willingness on the part of those governments to encour- 
age Polish-Jewish immigration. The President had mentioned to the 
Ambassador the possibility that certain Latin American republics 
might be willing to encourage the immigration of Polish Jews, and | 
it was on this point that the Ambassador particularly wished to 
consult me. 

I told the Ambassador that it was my impression that in recent 
years many of the South American republics, notably Argentina, 
Uruguay and Brazil, had imposed stringent restrictions on foreign 
immigration of all kinds and that I doubted if the moment was propi- 
tious for undertaking negotiations of the character he had in mind. 
I said, however, that I thought that some of the northern South 
American republics, some of those in Central America and in the 
Caribbean, might be willing to encourage immigration of Polish Jews, 
provided it were solely for agricultural purposes, in order that gov- 
ernment lands might be developed. 

I told the Ambassador, however, that the question of financing 
would naturally immediately arise inasmuch as none of the govern- 
ments which I had mentioned were in a position at this time to devote 
public funds in any considerable quantity towards getting the immi- 
grants started in the agricultural field after their arrival. The Am- 
bassador said he did not think this problem would present much 
difficulty since he had talked with several prominent American Jews 
in New York and had received assurances from them that they would 
undertake at least partial financing of the Polish immigrants. 

I suggested to the Ambassador that he let me have about a week’s 
time in order to go into the situation more thoroughly, since the matter 
was one on which I was definitely not informed, and that after I had 
had the opportunity of collecting such information on this subject 
as we might have in the Department, I would be happy to talk with 
him again in the matter. 

S[uMNER] W[ELLEs]
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800.51W89 Poland/157 

Memorandum by the Secretary of State 

[Wasuinaton,] December 8, 1937. 

The Polish Ambassador called on no particular business, except to 
hand me a letter, copy of which is attached,® in which the Polish Gov- 
ernment declines to make any payment on their debt. 

The Ambassador incidentally expressed renewed interest in the 
Jewish problem in Poland and his deep interest in endeavoring to help 
solve it. He concluded by saying that he believed the acute nature 
of the problem would subside very soon. 

C[orvet.] H[ vr) 

“Department of State, Press Releases, December 11, 1937, p. 485.
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SWITZERLAND 

INFORMAL REPRESENTATIONS RESPECTING SWISS MEASURES FOR 

THE CONTROL OF IMPORTS IN ALLEGED VIOLATION OF THE RE- 

CIPROCAL TRADE AGREEMENT?’ 

611.5431/548 

The Secretary of State to the Minister in Switzerland (Wilson) 

No. 3870 WasuineTon, January 26, 1937. 

Sir: The Department has given careful study to the reports from 
the Legation and from the consular offices in Switzerland with regard 
to certain matters concerning the operation of the trade agreement 
which have been the subject of discussion with the Swiss Govern- 
ment. Reference is made in particular to the Swiss stamp-tax on 
customs receipts (Despatch No. 4595, September 23, 19367), the 
measures adopted for the control of lard imports (Despatch No. 
4592, September 22, 1936°) and the régime applicable to imports of 
Douglas fir plywood (Despatch No. 4551, August 28, 1986 ?). 

The replies made by the Swiss Government to the Legation’s repre- 
sentations on these subjects reveal an attitude on the part of the Swiss 
Government which the Department is unable to regard as other than 
unsatisfactory, not only from the point of view of a more liberal com- 
mercial policy which it was confidently expected would result from 
the trade agreement, but also in view of the specific commitments in 
the trade agreement. Since the lard and plywood cases will be treated 
in separate instructions, the Department wishes in this instruction 
to emphasize its general concern regarding the apparent failure of 
the Swiss Government to recognize its obligations under the agree- 
ment in these instances. The cases to which reference is made are 
not individually of far-reaching importance but the Department is 
loath to see an accumulation of small issues of this nature which have 
the effect of interfering with the operation of the agreement, or to 
allow certain Swiss contentions with regard to the interpretation of 
the agreement to go unchallenged. 

* Continued from Foreign Relations, 1936, vol. 11, pp. 804-815. For text of the 
reciprocal trade agreement between the United States and Switzerland, signed 
January 9, 1936, see Department of State Executive Agreement Series No. 90, 
or 49 Stat. 3917. 

? Not printed. 
* Foreign Relations, 1936, vol. 11, p. 812. 
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Among these matters is the four percent stamp tax levied by the 
Swiss Government on customs receipts. The question of the validity 
of this tax directly concerns the scope of the Swiss commitments with 
respect to the products listed in Part A of Schedule I. The Depart- 
ment has carefully examined the Swiss note of September 19, 1936.‘ 
It is unable to find in that note any statement which would lead it to a 
different conclusion than it has previously expressed, namely, that 
the imposition of this tax on the products listed in Part A of Sched- 
ule I is in contravention of the obligations assumed by the Swiss 

Government in Article I of the trade agreement. 
The Department is compelled to reject the Swiss view that the 

provisions of Article 25 of the Customs Law of October 1, 1925, are 
mandatory within the meaning of Article I. It is not believed that 
it will be necessary or desirable to enter into a discussion with the 
Swiss as to the meaning of the phrase “donne lieu 4 la perception de 
taxes speciales” in the law of October 1, 1925, which constitutes the 
only ground upon which a mandatory reading of the law could pos- 
sibly be based. For your own information, however, the Depart- 
ment regards the Swiss position as untenable both in the light of the 
words themselves and of the sense of the entire Article. “Donne lieu” 
may be rendered into English as “gives rise to” or “results in”. The 
provision in its entirety appears to provide a means for establishing, 
by executive regulation, appropriate charges and penalties to compen- 
sate the customs authorities for special services rendered in connection 
with the execution of the customs laws. The only previous use made 
of this provision, in the ordinance of the Federal Council of August 24, 
1926, establishes charges for such services as clearance of goods after 
normal business hours or at other than established customs clearing 
points, certification of previous clearance, copying of documents, and 
the like. A tax such as the present one, the amount of which is estab- 
lished as a percentage of the total import duties paid, is clearly not 
related to the cost of performing services in connection with the work 
of the customs authorities, but is in fact an additional import duty, 
and as such may not, under the terms of Article I of the agreement, 
be imposed on American products enumerated and described in Part A 
of Schedule I. 

In reply to the Swiss allegation that the provisions of Article 25 
of the law of October 1, 1925, are mandatory within the meaning of 
Article I of the trade agreement, it is believed that it will be sufficient 
to point out that the Swiss authorities have not given a mandatory 
effect to these provisions in actual practice. Even if there were a 
reasonable question as to whether the fees might be collected, or were 
required to be collected, as the Swiss Government claims, the failure 

* Foreign Relations, 1936, vol. 11, p. 813.
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of the Swiss authorities to levy the fees over a period of ten years 
raises a strong presumption for a non-mandatory reading of the pro- 
vision. This fact is further emphasized by the exemption from the 
four percent tax of certain classes of goods. The order of the Direc- 
tion Générale des Douanes of February 3, 1936, exempts from the 
tax goods admitted free of duty and certain classifications of benzine 
and leaf tobacco. It also establishes a classification of goods on which 
the tax is fixed at two percent. 

You are requested to take this matter up again with the competent 
Swiss authorities and to re-state the opinion of this Government, in 
the sense of the Department’s instruction No. 3640 of July 25, 19365 
and the foregoing paragraph, that the four percent tax contravenes 
the provisions of Article I of the trade agreement when applied to the 
articles listed in Part A of Schedule I, and to request that these articles 
be exempted from the tax. 

The Department has taken note of the Swiss contention that the 
action requested by this Government can only be taken by the Federal 
Assembly. In view of the exemptions from the tax which are speci- 
fied in the order of the Direction Générale des Douanes of February 
3, 1986, it is difficult to understand why similar facilities cannot be 
provided with respect to the trade agreement items. While this may 
be pointed out to the Swiss authorities, you should make it clear that 
this Government does not regard the fact that the tax was provided 
for in a measure passed by the Federal Assembly as in any way modi- 
fying the obligation of the Swiss Government to accord to the products 
in question the treatment provided for in the trade agreement. 

For your information there is attached hereto a copy of a note 
addressed to the Swiss Minister at Washington ° at the time the trade 
agreement was signed, indicating what sort of laws the Government of 
the United States considered as covered by the words “required to be 
imposed under laws of the United States of America in force on the 
day of the signature of this Agreement”. In the discussions of this 
provision of Article II and of the exactly corresponding provision 
of Article I, it was made clear to the Swiss negotiators that the only 
exception to the commitment not to levy charges on importation higher 
than those in force on the day of signature of the agreement was the 
exception for special charges which mandatory laws in force on that 
day required to be imposed under given circumstances. 

Separate instructions are being transmitted to you regarding the 
lard import control system and the Swiss treatment of American 
plywood. 

Very truly yours, Tor the Secretary of State: 
Francis B. Sayre 

* Foreign Relations, 1936, vol. u, p. 805. 
* Not attached to file copy.
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654.116 Lard/21 

The Secretary of State to the Minister in Switzerland (Wilson) 

No. 3872 WASHINGTON, January 26, 1937. 

Sir: Reference is made to your despatch No. 4592, of September 22, 
1936, enclosing a copy of an informal note from Dr. Stucki’ of Sep- 
tember 19, 1986, with regard to the measures adopted by the Swiss 
Government for the control of lard imports, and to the Department’s 
instruction No. 3660 of August 7, 1936,° and your previous despatches 
on this subject. 

The Department is unable to agree with the views expressed in Dr. 
Stucki’s communication, which has been given careful study. How- 
ever, In view of Dr. Stucki’s statement that the tax and the quota 
have been abolished, it is not believed necessary for you to continue 
the discussion with the Swiss Government as to whether the system 
previously in effect was in violation of the trade agreement. It is 
believed desirable, nevertheless, that you reaffirm the Department’s 
position set forth in its instruction of August 7 with regard to its 
interpretation of the obligations of the Swiss Government in this 
matter. 

The Department must reserve judgment regarding the import 
nionopoly system described in paragraph (6) of Dr. Stucki’s note until 
it has had an opportunity to observe its functioning. It has noted with 
appreciation, however, the assurance of the Swiss Government of its 
intention to observe the provisions contained in the lard note under 
the new system. 

Jt is requested that you convey the Department’s views on this 
inatter to the competent Swiss authorities. You are also requested to 
furnish the Department with information as to the manner in which 
the monopoly operates and with any observations which you can make 
on its effect on imports of American lard, particularly in view of the 
statement made by Dr. Hotz® to Mr. Bigelow,” reported in your con- 
fidential despatch No. 4619, of October 12,% that increased quantities 
of lard would be permitted to be imported. 

For your own information, the Department’s views on the conten- 
tions made by Dr. Stucki in the note under reference are summarized 
below. He did not reply directly to the first of the Department’s con- 
tentions, namely, that no quota for lard imports from the United 

“* Foreign Relations, 1936, vol. 11, p. 812. 
“Walter Stucki, Foreign Trade Delegate of Swiss Federal Council. 
® Foreign Relations, 1936, vol. 11, p. 807. 
* Jean Hotz, Director of Commercial Division of Swiss Federal Department of 

Public Economy. 
* Donald F. Bigelow, Second Secretary of Legation. 
* Not printed.
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States was established, as required by the note to item 95 in Part B of 
Schedule I. The Department is fully aware of.the statement in writ- 
ing made by the Swiss Government at the time of signature of the 
agreement that it would only be able to admit small quantities of lard. 
This understanding in no way compromised the obligation assumed 
by the Swiss to assign a definite annual quota to the United States, 
divided into equal calendar quarter quotas. Furthermore, the Depart- 
ment is entirely unable to agree with the interpretation of paragraph 
9 of Article VII made by Dr. Stucki. Nothing in the paragraph 
referred to supports the Swiss view that the assurance of fair and 
equitable treatment with respect to quotas applies only to new quotas. 
The words, “any article in which the other country is interested” are 
not qualified by an exception, either express or implied, in this para- 
graph or elsewhere in the agreement, in regard to commodities the 
importation of which was restricted at the time of signature or entry 
into force of the agreement. | oe | 

The reply of the Swiss Government with respect to the tax on i1m- 
ported lard was likewise unsatisfactory. Dr. Stucki’s contention that 

the tax did not constitute an import tax in the sense of Article I, but 
rather a contribution by which the importer of lard might be relieved 
of the obligation to make compensatory exports, is inconsistent with 
the agreement in two respects. In the first place, whatever appellation 
was given to the tax, it was levied only on imported lard and must 
therefore be regarded as a charge imposed “on or in connection with 
importation.” Furthermore, it was not imposed or required to be 
imposed by laws in force in Switzerland on the day of signature of the 
agreement, and nothing contained in Article I warrants the substitu- 
tion of a tax for requirements of an administrative nature which might 
have been in effect at that time. : 

Furthermore, the Department cannot agree with the view that the 
requirement to make compensatory exports was to continue after the 
importation of lard was authorized in accordance with the note to 
item 95. Prior to the signature of the trade agreement the importation 
of lard into Switzerland was entirely prohibited except in connection 
with compensation transactions. It is obvious, therefore, that the 
undertaking of the Swiss Government to “authorize the importation of 
lard” from the United States involved a commitment to remove this 

condition with respect to the quota to be assigned to the United States. 
Very truly yours, For the Secretary of State: 
ae Francis B. Sayre 

9826095437 | |
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654.116 Lard/23 

The Minister in Switzerland (Wilson) to the Secretary of State 

[Extracts] 

No. 4925 Bern, April 26, 1937. 
[Received May 15.] 

Sir: With reference to the Department’s instruction No. 3872 
of January 26, 1987, relative to the control of lard imports by the 

Swiss Government, I have the honor to submit the following report 
en recent action taken by the Legation regarding this matter. 

In conformity with the Department’s instruction, I have communt- 

cated with Dr. Walter Stucki, Delegate of the Swiss Federal Council 
for Foreign Trade, and re-affirmed the position of the United States 
Government in this matter, as had previously been set forth in the 

Legation’s letter of August 19 (despatch No. 4534, August 19, 1936) .? 

My letter to Dr. Stucki, dated March 20, 1937 (copy enclosed) ,** added 

that the American authorities reserve their judgment regarding the 

present Swiss import monopoly system and are interested in the mean- 

time in learning of the manner in which it is working. 

Under the terms of the Trade Agreement, the Swiss Government 

is, of course, free to allot as small or as large a quota to the United 

States as it desires, and it is questionable, I believe, whether it is 

desirable to press for the establishment of a fixed quota which almost 

inevitably, in my opinion, would be set at a minimum figure, 1. e. a 

quantity far less than what would under certain livestock market 

conditions in Switzerland suffice for local needs. While it is true 

that if a small definite quota were fixed, it would be possible for the - 

Government to grant extra quota allotments at its discretion, I am 

inclined to feel that insistence upon any definite quota might result 

in a situation still less favorable for the American exporters than the 

one now prevailing. 
Respectfully yours, Hues R. Wiuson 

611.5431/610 

The Chargé in Switzerland (Bigelow) to the Secretary of State 

No. 5052 Bern, July 21, 1937. 
[Received July 31.] 

Sir: I have the honor to refer to the Department’s instruction No. 

4090 of July 1, 1937° and to report that to date no indication has 

been received from the Swiss authorities as to when a reply may be 

2 Foreign Relations, 1936, vol. u, p. 810. 
Not printed.
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expected to the Legation’s note of March 25, 1937, in regard to the 
Swiss stamp tax on customs receipts. 

Nothing further has been heard from Mr. Stucki in regard to this 
matter since he spoke to me and to Mr. Wilson on the subject last 
September, as reported in the Legation’s despatch No. 4595 of Sep- 
tember 23, 1936.14 The Department will recall that, at that time, 
Mr. Stucki expressed regret that the difficulty had arisen; he admit- 
ted quite frankly that a mistake had been made by the Swiss Gov- 
ernment and he sincerely hoped, he said, that in view of the “relative: 
slight importance of the material aspects of the case” the United 
States Government would not find it necessary to oblige the Swiss 
Government to ask Parliament to take steps to amend the Act in 
question. In conversation with the Minister a few days later, he 
repeated substantially the same remarks, adding that he would be 
willing to give an undertaking that no further imposition of this tax 
would be made. 

I may add that I know it to be Mr. Wilson’s feeling that this matter 
should not be pressed too hard, unless there is complaint in regard 
thereto from American business. We feel that the figures of Swiss 
imports from the United States are gaining in a satisfactory way, 
that the Swiss authorities are showing themselves in cooperative 
mood, that a mistake was avowedly made in imposing this tax so 
far as the United States is concerned, but that it would be embar- 
rassing to the Swiss Government to readjust their financial system, 
which would be necessary in excepting American products from the 
operation of the tax and making the same exemption to other nations 
under the operation of the most-favored-nation arrangements, and 
that assurances have been given that there will be no increased im- 
position of the tax. 

In view of the foregoing I prefer not to push the matter further 
unless the Department feels strongly that the Legation should take 
further action in regard to its note of March 25, 1937 (despatch No. 
4891 of March 31, 1937%*), and cares so to advise me, perhaps by 
telegram. 

Respectfully yours, Donaxp F. Bigrtow 

654.118 Automobiles /23 | 

Lhe Minister in Switzerland (Harrison) to the Secretary of State 

No. 65 Bern, October 22, 1937. 
[Received November 2. } 

Sm: I have the honor to refer to the Department’s instruction No. 
4140 of August 16, 1937, enclosing a copy of a letter dated August 9, 

* Not printed.
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1937,'° from Mr. Charles R. Weaver of the Automobile Manufacturers 
Association, of Washington, D. C., concerning alleged inequality of 
treatment on the part of the Swiss Government in the matter of auto- 
mobile imports in bond. — | a 

In compliance with the Department’s instruction, the Legation has 
investigated this matter and ascertained that discrimination does, in 
fact, exist in the treatment of automobiles shipped to Switzerland 
for uncertain sale. According to a communication dated October 8 
from the Inspector General of Customs (copy and translation en- 
closed) ,‘” automobiles shipped from certain countries, on consignment, 
to dealers in Switzerland, may be entered under bond, valid for one 
year, provided the country of origin grants reciprocal treatment to 
Swiss goods. Such reciprocity, the Legation was informed, is ac- 
corded by Germany, Austria, France, Hungary, the Netherlands, 
Czechoslovakia and Turkey. The Inspector General’s letter added 
that the entry of automobiles of American origin under similar con- 
ditions could not be contemplated unless Swiss merchandise were ac- 
corded the same treatment by the American customs authorities. 

With regard to applicability of most-favored-nation clause in Ar- 
ticle X of the trade agreement between Switzerland and the United 
States, it was claimed that this clause had relation only to customs 
duties and other customs charges, method of collection of duty, for- 
malities and charges levied in connection with customs clearance, and 
that the most-favored-nation clause had never been applied to goods 
entering temporarily. 

I replied to this communication by addressing an informal note to 
Doctor Hotz, Director of the Commercial Division of the Federal 
Department of Public Economy, on October 12, in which I called at- 
tention to the letter which Mr. Bigelow, Chargé d’Affaires, had writ- 
ten to him on June 25, 1936, concerning the temporary free entry of 
automobile tractors (Legation’s despatch No. 4513 of August 8, 
193617). I stated that I hoped that the considerations set forth in 
that letter, irrespective of the interpretation of Article X of the trade 
agreement, will be regarded by the Swiss authorities as constituting 
substantially such reciprocal treatment as would permit the Swiss 
Government to give the same treatment to American automobiles as 
to automobiles imported on a consignment basis from France, Ger- 
many and certain other countries. A copy of my note to Doctor Hotz 
as also enclosed,” as well as a copy of the Legation’s original inquiry 
in this matter, dated September 3, 1937.8 a 

% Neither printed. 
“7 Not printed. 
#% Not attached to file copy. a.
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As soon as I have received a reply to my note of October 12, I will 
repeat the contents of the reply to the Department for its considera- 
tion. : | 

Respectfully yours, | Lretanp Harrison 

611.5431/610 

The Secretary of State to the Minister in Switzerland (Harrison) 

No. 80 | | Wasuineton, November 11, 1937. 

Sir: Reference is made to the Legation’s despatch No. 5052 of July 
21, 1937, and to previous correspondence with regard to the four 
percent tax on customs receipts levied by the Swiss Government. 

The Department has noted the view expressed by the Legation in 
the despatch under reference, that it would not be desirable to press 
further upon the Swiss Government the Department’s opinion that 
the tax cannot properly be collected upon articles included in Section 
A of Schedule I of the reciprocal trade agreement. The Department 
has given careful consideration to the factors mentioned in this con- _ 
nection in the Legation’s despatch. In view of Mr. Stucki’s assurances 
that there will be no increased imposition of the .tax; the relationship 
of the tax to the Swiss budgetary necessities; and the fact that there 
has been no continued complaint from American firms with regard 
to the tax; the Department shares the Legation’s reluctance to press 
the matter further. 

The Department maintains its position, however, that collection of 
the tax upon the articles in question is in direct contravention of the 

. trade agreement. From a legal standpoint the Department does not 
consider that it can properly acquiesce in a modification of the terms 
of a trade agreement relating to the treatment of American trade by 
the other Government. : 

The Department understands, however, that the Swiss tax on cus- 
toms receipts is due to expire at the end of the present calendar year, 
and if this is so, the question will automatically be resolved at that 
time, provided the tax is not further continued without exemption for 
the products included in Section A of Schedule I of the trade agree- 
ment. This would appear to provide a solution to the question with- 
out embarrassment to the Swiss Government. 

Since the Legation, by its note of March 25, 1937, has set forth 
clearly the view of this Government that the tax, when imposed upon 
the articles in question, is in conflict with the agreement, in refutation 
of the views on the subject expressed in the communication of Sep- 

488 Not printed,
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tember 19, 1936, from the Swiss Federal Department of Public Econ- 
omy,'® it is believed that the Department’s position is adequately ex- 
pressed on the formal record of this case. The Department desires, 
however, to obtain confirmation of its understanding that the tax will 
lapse at the end of the present calendar year. You are therefore 
requested to bring the Department’s position and views in thie matter, 
as expressed in this instruction, informally to the attention of the 
appropriate Swiss authorities on an early occasion with a view to 
obtaining assurances that the tax will lapse, in so far as it is in conflict 
with the terms of the trade agreement, at the close of the present 
calendar year. 

Very truly yours, Yor the Secretary of State: 
Francis B, Sayre 

654.113 Automobiles/24 : Telegram . 

Lhe Secretary of State to the Minister in Switzerland (Harrison) 

Wasuincton, November 17, 1937—4 p. m. 

70. Despatch 65 of October 28 [22]. The Department considers 
that the words “rules, formalities and charges imposed in connection 
with the clearing of goods through the customs” in paragraph 1, and 
the whole of paragraphs 2 and 4, of Article X are definitely applicable 
to this case. In particular, it cannot admit Hausermann’s contention 
that the above quoted clause applies only to formalities and charges 
imposed “at the time of customs clearance.” The Department regards 
the Swiss position as being inconsistent with not only the broad pur- 
poses of the most-favored-nation clause, but the specific language of 
the agreement as well. | | | 

The Department also considered Article X applicable to the tractor 
case (despatch 4513 of August 8, 1936) but saw no purpose in then 
pressing its interpretation as satisfaction had already been granted 
the American interests involved. While desiring not to prejudice 
the efforts already made by you to settle the present case, the Depart- 
ment wishes you to make its views clear to the competent Swiss author- 
ities in whatever manner you deem most advisable. Should the reply 
to your letter of October 12 to Hotz be unfavorable you should 
urgently request reconsideration on the basis of the Department’s 
opinion as to the applicability of Article X. 

Hou 

_ ® Foreign Relations, 1936, vol. 11, p. 813. 7 
* Not printed. oO
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€54.113 Automobiles/25 

The Minister in Switzerland (Harrison) to the Secretary of State 

No. 130 Bern, December 8, 1937. 
[Received December 15.] 

Sm: I have the honor to refer to the Department’s telegram No. 70 | 
of November 17, 4 p. m., and to previous correspondence concerning 
inequality of treatment on the part of the Swiss Government in the 
matter of automobiles shipped on consignment, under bond, to dealers 
in Switzerland. 

Since the Swiss authorities are taking more time to reach a decision 
on the representations made by the Legation than I had anticipated, 
in view of the favorable tenor of Dr. Hotz’s acknowledgement of 
my letter of October 12, I think it well to report to the Department 
at this time concerning the present status of this case. 

At first I wish to say that when deciding to address my letter of 
October 12 to Dr. Hotz (despatch No. 65, October 22), I was fully 
mindful of the importance of not giving any indication that we in 
any way agreed with or accepted the Swiss contention that Article X 
of the trade agreement was not applicable to imports in bond. It was 
with the thought of adequately reserving our position as to the inter- 
pretation of Article X that I included in my letter to Dr. Hotz the 
phrase “irrespective of the point raised in the final paragraph of the 
letter of October 8 as regards interpretation of Article X of the trade 
agreement”. My decision to write to Dr. Hotz along the lines of my 
letter of October 12 was motivated chiefly by a desire to have this 
specific case of discrimination settled with as little delay as possible. 

On November 23, by my direction, Mr. Bigelow called on Dr. Hotz. 
He reminded him that a definite reply had not yet been received to my 
letter of October 12 and expressed the hope that the Legation would 
soon be able to report to its Government a satisfactory settlement of 
the matter. Dr. Hotz made it clear that the Division of Commerce 
of the Federal Department of Public Economy was in favor of giving 
satisfaction to the American Government, but that they were having 
some difficulty with the Direction General of Customs. Mr. Bigelow 

took occasion to inform him of how strongly the American Govern- 
ment felt as regards the applicability of Article X to the case under 
consideration, and of its complete disagreement with the customs 
authorities’ view that Article X cannot be invoked in a case involving 
merchandise imported in bond. | 

Dr. Hotz has again urged the Direction General of Customs to 
reconsider the matter, and we are now awaiting the results of the 
Commercial Division’s latest intervention. 

Respectfully yours, LELAND Harrison 

** Not printed. |
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654.118 Automobiles/26 

The Minister in Switzerland (Harrison) to the Secretary of State 

No. 153 - Brrn, December 21, 1937. 
[Received January 4, 1938.]} 

Sir: Referring to the Department’s instruction No. 4140 of August 
16, 1937, enclosing a copy of a letter dated August 9, 1937,” from Mr. 
Charles R. Weaver of the Automobile Manufacturers Association, of 
Washington, D. C., concerning alleged inequality of treatment on the 
part of the Swiss Government in the matter of automobiles shipped on 
consignment, under bond, to dealers in Switzerland, and in further ref- 
erence to my last report on this subject as set forth in my despatch No. 
130 of December 8, 1937, I have the honor to enclose herewith a copy, 
with English translation, of a note dated December 17, 1937, from 
Dr. Hotz, Director of the Commercial Division of the Federal Depart- 

ment of Public Economy, in reply to my informal note of October 12 
last,?4 a copy of which was enclosed with my despatch No. 65 of October 
22, 1937. While maintaining the view that “the conventional most- 
favored-nation clause does not apply to customs regulations covering 
temporary importation for uncertain sale, the principle of reciprocity 
being mandatory for this kind of trade,” Dr. Hotz in his reply informs 
me that subject to cancellation “in case of imperious necessity,” au- 
thorization has now been given to the customs bureaus to grant 
passavanis valid for six months in favor of automobiles imported from 
the United States into Switzerland for uncertain sale. _ 

Subsequent to the despatch of my last report in this case, Dr. Hotz 
telephoned me and asked me to call upon him on Friday last, Decem- 
ber 17, at the same time saying that he would have a favorable reply 
for me in response to my letter of October 12, and that he also desired 
to speak to me further with regard to the four percent tax on customs 
receipts, with respect to which I am reporting in a separate despatch 

of this date. 
At our interview Dr. Hotz handed me his reply to read and then 

stated that if, in practice, it should be found desirable to extend the 
period for which passavanis are to be valid, and if I were to bring 
the matter to his personal attention, he felt confident that it would be 
possible to make the necessary arrangements. 

Dr. Hotz went on to emphasize his personal desire to make our 
commercial agreement an effective instrument for the enhancement 
of our trade to our mutual advantage and benefit as also his intention 
and wish to do his part in ensuring its successful operation. He had 
been happy, he said, in finding in this instance also a willingness to 
cooperate and a desire to accommodate on the part of the Direction 

* Neither printed. 
“Not printed.
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General of Customs. He hoped that his reply would give us satisfac- 
tion. I expressed my appreciation of his interest in the matter and 
said that I would avail myself of his kind offer to consider extending 
the period set for the validity of the passavants in the event that this 
should prove to be desirable. 

Respectfully yours, LeLanp Harrison 

611.5431/649 

The Minister in Switzerland (Harrison) to the Secretary of State 

No. 155 Bern, December 21, 19387. 
[Received January 10, 1938.] 

Sir: I have the honor to refer to the Department’s instruction No. 80 
of November 11, 1937, and to report the action taken in compliance 
with the directions therein with regard to the four percent tax on 
customs receipts levied by the Swiss Government. 

On receipt of the Department’s instruction under reference, and 
after careful review of the record and all available information re- 
garding this matter, it appeared that no intimation with respect to 
the eventual application of the tax had been given to the Legation by 
the Swiss authorities other than the informal offer by Dr. Stucki to 
Mr. Wilson, during their conversation at Geneva in 1986, to confirm in 
writing his assurance that the tax would not be increased. Also, it 
appeared that provision for the continuance of the tax had been in- 
corporated in the Budget of the Confederation for 1938, which was 
submitted to the Federal Assembly on October 29, 1937, and is due for 
consideration and passage by the Swiss Parliament during the current 
month.* 

In the absence of Dr. Stucki, I called upon Dr. Hotz, Director of 
the Commercial Division of the Federal Department of Public Econ- 
omy, and after referring to the correspondence on the subject, of 
which he took note, I explained the Department’s understanding that 
the tax was due to expire at the end of this year; also its desire to be 
assured that the tax would lapse at that time. In reply, Dr. Hotz 
referred to the fact that the new Budget provided for continuance of 

the tax in 1938. As to the duration of the tax, he could only suggest 
that possibly the hope might have been expressed that with a general 
vote of the people this year concerning the Government’s present 
emergency powers in the field of economic legislation the tax would 
have been discontinued. However, in all frankness he personally 
questioned the expediency or desirability of putting such an im- 

*Adopted by the Federal Assembly on December 21, 1937. ‘The section concern- 
ing the “Customs Administration” contains an item of 8,500,000 francs as the 
estimated return for 1938 from the “stamp tax on customs receipts (droits de 
timbres sur les quittances de douanes)”. [Footnote in the original.]
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portant question to a general vote, all the more so at this time when 
financial and economic questions were so complex and difficult. He 
could, however, assure me that the tax would not be increased. Fur- 

thermore, he said, except for the Netherlands, the import duties of 
Switzerland were the lowest in Europe; their average amounted to 
about six percent. With the tax included, this meant an average duty 
of 6.24 percent. Thus, in itself the tax could not, he claimed, be con- 
sidered as constituting a barrier to trade; neither had there been any 
such desire or intimation when it had been enacted by Parliament. 

Subsequently, when on December 17 he handed me his answer to 
my note of October 12 with regard to the treatment of American 
automobiles shipped on consignment, under bond, to dealers in Switz- 
erland (please see my despatch No. 153 of December 21, 1937), Dr. 
Hotz referred to our previous conversation with respect to the four 
percent tax on customs receipts and recalled the particular circum- 
stances under which the tax had been enacted. It had, he said, been 
included in the financial program for 1936 which should have been 
passed by Parliament during December 1985; that this was, and is, 
the regular procedure; that by reason of some delay at the last moment, 
which the newly elected Federal Councillor Meyer hesitated forcefully 
to overcome, the bill had been carried over into the January session 
of the Parliament and had been enacted in its original form subse- 
quent to the signature of our commercial agreement ; that this sequence 
of events had been most unfortunate and regrettable, and that he 
hoped that the Department would understand the very difficult sit- 
uation in which they were placed. I had the impression that Dr. Hotz 
had probably discussed the matter with Dr. Stucki, who has recently 
returned to Bern, and that he was, in fact, begging us not to press the 
matter and thus spare the Government considerable embarrassment. 

In view of all the circumstances of this case, as well as the fact that 
there appear to have been no protests recently against the tax in 
question by American importing interests, and particularly in view 
of the extremely receptive and cooperative attitude of Dr. Hotz and 
the Commercial Division of the Federal Department of Public Econ- 
omy in general, I would respectfully recommend that the matter be 
not pressed and that for the time being we await developments, 

Respectfully yours, Letanp Harrison 

611.5431/649 

The Secretary of State to the Minister in Switzerland (Harrison) 

No. 172 WASHINGTON, January 31, 1938. 

Sir : Reference is made to the Legation’s despatch No. 155 of Decem- 
ber 21, 1937, with regard to the four percent tax levied by the Swiss 
Government on customs receipts. .
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_ The Department has given careful attention to Dr. Hotz’ reply to 
your informal representations on this subject and to your recommenda- 
tion, and the bases therefor, contained in the last paragraph of the 
despatch under reference. While the Department does not wish to 
embarrass the Swiss Government by insisting that the tax be removed 
on articles included in Section I of the trade agreement, it cannot view 
as other than unsatisfactory the continued imposition of the tax. 
You are accordingly instructed to inform the appropriate Swiss 

authorities informally of the Department’s disappointment over the 
incorporation in the 1938 budget law of a provision for the continua- 
tion of the tax and to express the hope of your Government that the 
tax, insofar as it.applies to articles included in Section A of Schedule I 
of the trade agreement, will be removed at the earliest possible oppor- 

tunity. a 
Very truly yours, For the Secretary of State: 

Francis B. Sayre 

[No further correspondence of any consequence on this subject has 
been found in Department files.] | 

CONVENTION BETWEEN THE UNITED STATES AND SWITZERLAND 
RELATIVE TO MILITARY OBLIGATIONS OF CERTAIN PERSONS 
HAVING DUAL NATIONALITY, SIGNED AT BERN, NOVEMBER 11, 1937 # 

711.544/20 | | 

The Munister in Switzerland (Wilson) to the Secretary of State 

No. 4902 | Bern, April 6, 1937. 
[Received April 17.] 

Sir: I have the honor to invite the Department’s attention to in- 
struction No. 3399 of February 19, 1936, and other correspondence 
respecting a draft of a proposed convention between the United States 
and Switzerland relative to military obligations of persons having 
dual nationality. 

Inasmuch as there had been a long delay on the part of the Swiss 
in replying to our suggested draft, I called on Mr. Bonna, Chief of 
the Division of Foreign Affairs, to talk the matter over with him. 
I urged him to tell me whether the delay meant that they were dis- 
satisfied with the text or whether it meant that they were uninter- 
ested in the whole negotiation. Mr. Bonna replied that they were 
really interested in achieving something with us. 

* For previous correspondence, see Foreign Relations, 1935, vol. u, pp. 775 ff. 
* Tboid., p. 789.
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The facts were, he explained confidentially, that the Foreign Office 
had been favorably impressed with our text, that they had then dis- 
cussed the matter with the Military Department, but had encountered 
there a flat refusal to accept any contractual obligation by which 
Swiss nationals, born in Switzerland of Swiss parents, could eliminate 
their nationality and escape the obligations of military duties. Thus, 
said Mr. Bonna, the text in the form in which we submitted it could 
not be accepted. He added, however, that he did not see why we 
could not agree upon a text similar to the one which the United States 
had accepted in respect to Norway.” 

I told Mr. Bonna that I could not be sure that my Government 
still desired to ratify treaties in the form in which we had already done 
so with Norway,. but that it seemed worth while to examine this 
proposal; would he, therefore, answer my note of March 8, 1937 (copy 
enclosed) ,?° explain to me why they could not accept our proposition, 
and make the suggestion formally which he had just made informally. 
Mr. Bonna stated that he would be happy to do so. 

Under date of March 23 the Foreign Office sent a note (copy and 
translation enclosed) together with an annex,”* being a counter sug- 
gestion fora text. Inasmuch as this counter suggestion showed certain 
variations from the text of the American treaty with Norway, under 
my direction Mr. Bigelow ?’ discussed the matter with various mem- 
bers of the Swiss Foreign Office. Mr. Bigelow made it entirely clear 
that we were not authorized by our Government to enter any agree- 
ment, that what he was doing was merely using his best knowledge to 
bring about a text which he thought would be as acceptable as possible 
to us. 

I append herewith a copy of a text which the Swiss Government 
has now proposed.”® This should be considered as an annex to their 
note of March 23. This text is a close approximation to the text 
of our treaty with Norway, is the result of rather laborious discussions 
between the Foreign Office and ourselves, and I entertain the hope 
that the Department will find it acceptable. : 

Respectfully yours, Hues R. Wison 

*For treaty with Norway signed November 1, 1930, see Foreign Relations, 
1930, vol. 111, p. 7138. ms 
_.** Not printed ; it repeated the proposals made to the Swiss pursuant to Depart- 
ment’s instruction No. 3399, February 19, 1986. _ 

7 Neither printed. 
“ Donald F. Bigelow, Second Secretary of Legation. . 
* Not printed. |
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711.544/21 

The Chargé in Switzerland (Bigelow) to the Secretary of State 

No. 5067 Bern, July 31, 1987. 
[Received August 16. ] 

Sir: I have the honor to refer to the Legation’s despatch No. 4902 
of April 6, 1937, transmitting a copy of a note from the Federal Po- 
litical Department submitting a counter-proposal for an agreement: 
between Switzerland and the United States relative to exemption from 
military service of certain persons having dual nationality, resembling 
provisions of the Convention of November 1, 1930, between the United 
States and Norway on the same subject. 

I have lately received from the Department copies of Treaty Series 
No. 9138 containing the text of the Protocol concluded at the Hague in 
1930 between the United States of America and other Powers, relative 
to military obligations in certain cases of double nationality, which 
entered into force between ten States on May 26, 1937.” The entry 
into force of this Protocol, I considered, afforded me an opportunity 
to inquire informally whether the Swiss authorities were likely to 
adhere to the Protocol, although, as reported in despatch No. 4902 of 
April 6, they had previously stated that Article I of the treaty text 
proposed by the United States—similar to Article I of the Protocol— 
was not acceptable to them. 

I decided to make such an informal inquiry with the thought that 
a further conversation at this time might enable me to obtain informa- 
tion as regards the Swiss attitude which would be helpful to the De- 
partment in connection with consideration of the Swiss counter-pro- 
posal. I have ascertained, as a result, that there is no change in the 
attitude of the Swiss authorities. I was told that they have no inten- 
tion of ratifying the Protocol in question, and the point was made that 
it has not been adhered to by any of the States adjoining Switzerland. 

Without desiring to express an opinion as regards the acceptability 
to the United States of Article I of the Swiss counter-draft, I believe, 
however, that an agreement in some such form would serve a very 
useful purpose, not only at this time but especially in the event of any 
general mobilization of persons subject to Swiss military service. As 
a result of my inquiries here, I am of the opinion that further discus- 
sion of the matter between representatives of the two Governments 
will not induce the Swiss authorities to enlarge the scope of Article I 
of their proposed draft, and I might add that they impress me as being” 
entirely indifferent as to whether their counter-proposal, which they 
say was drawn up wholly in a spirit of accommodation, is acceptable, 
or not, to the Government of the United States. 

Respectfully yours, Donato F. BieeLtow 

> op potocal signed at The Hague, April 12, 1930, Foreign Relations, 1930, vol. 1,
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711.544/21 oo, 

The Secretary of State to the Chargé in Switzerland (Bigelow) 

No. 4165 WasHIneton, September 8, 1937. 

Smr: The Department acknowledges the receipt of the Minister’s 
despatch No. 4902 of April 6, 1937, and of your despatch No. 5067 of 
July 31, 1937, concerning a proposed convention between the United 
States and Switzerland relating to military obligations of certain 
persons having dual nationality. 

The Department commends you on your skillfulness in conducting 
these negotiations and authorizes you to sign a convention identical 
with that denominated as “Final Swiss Counter-Proposal”, transmit- 
ted with the Legation’s despatch of April 6, 1937. A full power for 

that purpose is enclosed herewith.” | 
Very truly yours, For the Secretary of State: 

Huan Rk, Witson 

[For text of convention signed November 11, 1937, see Department 
of State Treaty Series No. 943, or 53 Stat. 1791.] 

* The Convention was actually signed by Mr. Harrison as Minister, as he had 
assumed charge of the Legation before the document was signed and had 
been given full authority for signature.
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LIABILITY OF AMERICAN CITIZENS HAVING DUAL NATIONALITY FOR 
MILITARY SERVICE WHEN VISITING YUGOSLAVIA * 

711.60H4/31 

The Minister in Yugoslavia (Wilson) to the Secretary of State 

No. 672 Brrerabe, January 22, 1937. 
[Received February 6.] 

Sir: Referring to the Legation’s despatch No. 585 of September 15, 
1936,? and previous correspondence concerning the proposed Natu- 
ralization Treaty between Yugoslavia and the United States, I have 
the honor to report that I yesterday again inquired of Mr. Andritch, 
Chief of the Diplomatic Section of the Ministry of Foreign Affairs, 
how the matter stood at the present time. He replied that not much 
progress had been made since our last conversation in overcoming 
the aversion of the military elements to the conclusion of such a treaty. 
This state of affairs, if I remember correctly, was explained to the 
Chief of the Division of Near Eastern Affairs during my visit in 
Washington in October last by Mr. Fotitch, Yugoslav Minister at 

Washington, who, as the Department knows is personally strongly 
in favor of the treaty. Recently also Mr. Yankovitch, former Yugo- 
slav Consul General at New York was in Belgrade, on his way to his 
new post as Yugoslav Minister at Tirana, and he urged very strongly 
upon the Foreign Office the advisability and desirability, from the 
point of view of both countries, of concluding a Naturalization Treaty 
with the United States. Mr. Andritch also told me that recently the 
Foreign Office had received a number of petitions from certain Yugo- 
slav organizations in the United States urging the early conclusion 
of such a treaty, and that the Foreign Office would accordingly again 
shortly approach the Ministry of War and try to overcome its oppo- 
sition. At the Ministry of Foreign Affairs he said everyone was in 
favor of the proposed treaty and that the opposition of the military 
elements was alone responsible for its being held up. 

As I have reported previously, in a country like Yugoslavia the 
military elements are very powerful and other Departments of the 

Government take great care not to antagonize them in any way. 
Respectfully yours, Cuar.es 8. Winson 

* Continued from Foreign Relations, 1986, vol. u, pp. 881-837. 
* Tbid., p. 835. 
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860H.012/24 

The Chargé in Yugoslavia (Reed) to the Secretary of State 

No. 71 Breverape, December 21, 1937. 
[Received January 13, 1938.] 

Sir: I have the honor to report that the Yugoslav Minister of In- 
terior.is understood to have issued an order, in the nature of a notifica- 
tion to the Yugoslav Ministry for Social Welfare and Public Health, 
which, when officially decreed, will be of highest importance in regu- 
lating the status in Yugoslavia of American citizens of Yugoslav 
origin. 

In brief the order reads that within a period of three years from 
December 22, 1986, American citizens of Yugoslav origin may re- 
linquish their Yugoslav citizenship by filing a declaration of renuncia- 
tion of citizenship. This extension to December 22, 1939, will permit 
the relinquishment of Yugoslav citizenship by those who failed to do 
so under the application of Article 31 of the Law relating to Citizen- 
ship. The order also provides that American citizens of Yugoslav 
origin who arrive in Yugoslavia with an American passport, and hav- 
ing a regular Yugoslav visa, shall not be molested for any reason but 
shall be granted an exit visa upon their request. This injunction 
against molestation would appear to free such American citizens of 
the possibility of being inducted into the Yugoslav army—or assessed 
a tax for having failed to adjust their military obligations in Yugo- 
slavia. 

The order, a translation of which is attached herewith,? appeared 
in the /seljenik, a publication of the Association of Emigrants, Zagreb. 
As soon as it shall be verified that the order is official and is in the 
nature of a decree the Department will be notified. A translation of 
the Decree of the Minister of Interior, III No. 44889/36 of December 
22, 1936, was transmitted to the Department by despatch No. 666 of 
January 14, 1937.4 

Respectfully yours, Cuar.es 8. Reep 2d 

[The American Minister informed the Department in his despatch 
No. 151, March 8, 1988, that the order of the Minister of Interior 
relative to Yugoslav citizenship had been placed in effect on June 22, 

* Not printed. 
‘Not printed. The Minister had reported in this despatch his belief that this 

decree would “clarify the situation as regards certain classes of naturalized 
American citizens, hitherto considered to be of Yugoslav origin, and will in a 
number of instances entirely avoid the possibility that these naturalized Ameri- 
can citizens may be called upon for military service in Yugoslavia.” (860H.- 
012/21) . 

982609—54——-38
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1937, the date on which it had been signed by the Minister of Interiox 
and communicated ‘to the Ministry of Social Welfare and Public 
Health, which had supervision over emigration matters, although it 
had only been brought to the attention of the Legation in December 
1937. While this order, as well as the decree of December 22, 1936, 
was not entirely free from ambiguity and confusion, they were ap- 
parently drafted to regulate American- Yugoslav relations concerning 
the dual nationality of certain persons and the detention of American 
citizens of Yugoslav origin for military service or for taxation as an 
alternative to it. 

The Assistant Chief of the Legal Section of the Yugoslav Foreign 
Office, Dr. George Kolombatovich, informed the Minister in sub- 
stance that “the responsibility of preventing persons of American- 
Yugoslav dual nationality, from visiting Yugoslavia and rendering 
themselves liable for military service, lies with the Yugoslav consular 
or diplomatic officers in the United States. In other words, if a 
Yugoslav consul or diplomatic officer mistakenly gives a Yugoslav 
visa on the American passport of a person who is liable for military 
service and fails to warn this person that he may be seized for mili- 
tary service in Yugoslavia, the American citizen, after visiting Yugo- 
slavia, will be permitted to leave this country without molestation.” 
(860H. 012/27) | 

PROPOSALS FOR THE REGULATION OF COMMERCIAL RELATIONS 

BETWEEN THE UNITED STATES AND YUGOSLAVIA * 

611.60H31/42 

Memorandum by the Assistant Chief of the Division of Near Eastern 
| Affairs (Barnes) 

[Wasuineton,| February 8, 1937. 

The Yugoslav Minister ® called by appointment on Mr. Sayre? at 
eleven o’clock this morning. 

The Minister regretfully informed Mr. Sayre that his Government 
had concluded that it could not accept the modus vivendi offered in 
our note of December 17, 1936.2 The Minister stated that he had re- 
ceived telegraphic instructions to this effect in which he had been 
directed to communicate the information to the Department and to 
state that his Government accepted in principle the alternative pro- 
posal to set aside temporarily the most-favored-nation provisions 

*¥or previous correspondence, see Foreign Relations, 1936, vol. u, pp. 817 ff. 
* Constantin Fotitch. 
"Francis B. Sayre, Assistant Secretary of State. 
* Foreign Relations, 1936, vol. 11, p. 825.
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with respect to trade of the Treaty of 1881.2 The Minister added 
that he expected to receive detailed instructions by mail which pre- 
sumably would clear the way to the early signature of the alternative 
proposal. a 

The Minister explained that it was with great regret that he had 
learned of his Government’s choice and he expressed the opinion 
that those who had taken the decision no doubt regretted it as much 
as he did. However, with the proceeds of more than 400,000,000 
dinars of Yugoslav exports blocked in Germany and with 150,000,000 
blocked in Italy (about 15 percent of his country’s total annual ex- 
ports), it was quite clear that his Government had no other course 
than to bow to the exigencies of the moment. The Minister said that 
he had been instructed to make it clear that even after the most- 
favored-nation provisions with respect to trade of the 1881 Treaty 
had been formally set aside his Government would continue to apply 
its import regulations in the most favorable manner to American 
commodities. 

Finally, the Minister mentioned that it had been stated in his tele- 
graphic instructions that his Government was working on a clearing 
or compensation arrangement with respect to trade with the United 
States which it would soon have in shape to propose to us. The 
Minister seemed much puzzled by this feature of his instructions in 
view of the fact that our note of December 17, 1936, had explained in 
great detail that our policy was expressly directed against the exten- 
sion of all the devices of controlled trade. | 

Mr. Sayre expressed regret that the Yugoslav Government had con- 
cluded that it could not accept the proffered modus vivendi. He said 
that he of course realized the practical effect of German trade prac- 
tices on such countries as Yugoslavia and that it was just such situ- 
ations that we hope to correct in time through our trade agreements 
policy. Under these circumstances we of course are not in a position 
to consider offers of clearing or compensation agreements, such agree- 
ments being in fact part and parcel of the evil which it is our hope 
will be checked and ultimately uprooted by the determination of cer- 
tain nations at least to retain the most-favored-nation principle as the 
basis of their trade relations. 

Mr. Sayre expressed the hope that the Minister would receive his 
detailed instructions shortly so that the agreement to set aside certain 
of the Articles of the 1881 Treaty may be concluded in time to obtain 
the Senate’s consent to ratification before the end of this session of 
the Congress. The Minister seemed of the opinion that his instruc- 
tions would reach him within the next week or two. 

’Convention of Commerce and Navigation between the United States and 
Servia; William M. Malloy (ed.), Treaties, Conventions, etc., Between the United 
States of America and Other Powers, 1776-1909 (Washington, Government Print- 
ing Office, 1910), vol. 11, p. 1613.
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611.60H31/47 : : ” 

Lhe Yugoslav Minister (Fotitch) to the Secretary of State 

Wasurneron, April 6, 1937. 
Mr. Secretary: With reference to your letter of December 17, 1936, 

I have the honor to transmit to Your Excellency, by the order of my 
Government, two alternative proposals for the regulation of our 
commercial relations. 

The Royal Government has given detailed consideration to the view 
expressed in the abovementioned letter and by its present proposal, 
desires to meet, to the utmost, the proposals made for the regulation 
of that part of American exports into Yugoslavia which is limited 
by the recent regulations regarding the control of imports and which 
my Government had to adopt reluctantly, owing to the general eco- 
nomic situation in Central Europe. The Royal Government is making 
this proposal, (in spite of the fact that for the national economy it 
represents a great effort) in order to maintain the application of the 
most favored nation clause in our mutual relations, which corresponds 
also to the policy of the United States and is the basis on which the 
economic relations could be developed and improved. 

I avail myself [etc.] Constantin Forrrce 

[Enclosure] 

Yugoslav Proposals for the Regulation of Commercial Relations 
Between the United States and Yugoslavia 

1) The importation of controlled articles from the United States 
would have to be adjusted in relation to a percentage established in the 
year 1935, that being the last year before the control of importation 
was put into effect and in which year the entire importation of con- 
trolled articles from the United States into Yugoslavia amounted 
to 30,920,000 dinars. We are willing to accord also to the United 
States the same treatment as we did to England (with whom our 
situation was more favorable), that is to say 50% of the importa- 
tion of the controlled articles in 19385, which means that we would 
import in this year the above mentioned articles to the amount of 15.5 
million dinars. The system which was accorded to England could 

be retained in this instance, i. e. to permit to every importer of the 
controlled articles from the United States an importation to the 
extent of 50% of his importation of the same article in 1935. 

This system excludes compensations, i. e. the necessity that the 
importers of American articles should find exporters of our products. 
According to this plan, this system is very much simplified. It has, 
however, the drawback for us that it-might, in case of a disadvanta-
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geous development of our exports to the United States in relation to 
the year 1935 lead to a situation in which we would allow a larger 
importation of controlled articles from America than that which ex- 
isted in the year 1935. We can, therefore, only propose this system 
with the reservation that the ratio of our export to our import (in our 
relations with the United States of America) in the year 1937 and 
thereafter will be the same as that existing in 1935 or in any case not 
worse. In such a case we would have to ask for a revision of the im- 
port percentage from the year 1935. 

2) The import of controlled articles from the United States is estab- 
lished on the ratio of our export to the United States. In other 
words, the amount of our importation of controlled articles would 
depend on the amount of our export. Here the export of copper 
would have to be excluded, as we do not participate in the profit 
of the export of that metal, as copper is the product of the Bor Mines, 
which are the property of a French company, registered in Paris. 
The credits established for the exported copper, therefore, do not 
belong to us but to the French company. 

The import of controlled articles from the United States would 
have to represent 25% of our export to the United States (excluding 
copper), on the ratio of the last yearly quarter. We have to propose 
this ratio of 25% for the reason that our import of uncontrolled, 
articles (cotton and raw materials) from the United States is much 
larger than the import of the controlled articles, which represent only 
10% of our imports. 

In the meantime, independently of the amount of our export, we 
propose to guarantee, in any case, the import of controlled articles 

to the amount of 50% of the importation of such articles in 1935. 
(The total import of controlled articles in 1935 amounted to 30,000,000 
dinars). | 

One example will give a good illustration of this: 
For every hundred units of value of our exports into the United 

States (copper not included) an amount of 25% of the import of 
controlled articles is allowed (the import of uncontrolled articles is 
completely free). — 

In 1936 our export into the United States amounted 
tO . wwe ee ee we ee ee ee we 214 mil. din, 

From that sum was applicable to copper. . . . . 118 mil. din. 

Remaining. . ..... . . . 96mil.din., 

According to the above formula the import of controlled articles 
into the United States would amount, in the year 1937, to 25% of the 
96 million dinars, i. e. 24 million dinars or 80% of the imports in the. 
year 1935.
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If our exports to the United States should rise to 120 million dinars, 
the import of controlled articles would reach a total of 100% of the 
import for the year 1935. Naturally, if this percentage should be 
exceeded the import would be larger than in 1935. 

As will be seen, this system also excludes compensation and is now 
applied to England with very satisfactory results for both sides. 
The general standard of exchange has greatly increased. 

611.60H31/51 

Memorandum by the Assistant Chief of the Diwision of Near Eastern 
Affairs (Barnes) = 

[Wasurneton,] June 4, 1937. 

The Yugoslav Minister called at the Division this morning to leave 
his Government’s reply to our latest note on Yugoslavia’s war-time 
indebtedness to the United States.° The opportunity was taken to 
read to the Minister the attached memorandum outlining our position 
with respect to the trade proposals communicated by his note of April 
6, 1937. The Minister had previously been advised orally that neither 
of his Government’s two proposals was sufficiently in harmony with 
our trade policy as to make it likely that we could give a favorable 
reply with respect to either. | 

The discussion which followed the reading of the memorandum 
indicated that the Minister would comment favorably to his Govern- 
ment upon its contents. It was clear to the Minister that the memo- 
randum contained a counter proposal to those of his Government. — 
He was supplied with a copy of the document and said that he would 
send it to Belgrade by mail with his comment on June 9. 

It was explained orally to the Minister that if the year 1935 as a 
base year seemed disadvantageous from the Yugoslav point of view the 
Department would probably have no objection to the choice of a more 

representative period for the application of the formula suggested in 
paragraph one of the memorandum. 

[Annex] 

Memorandum Concerning Yugoslav Trade Proposals 

JUNE 4, 1937. 

(1) This Government cannot accept any restrictions on Yugoslav 
imports of American goods which do not conform broadly to the 
principles of equality of treatment outlined in the note which was 
handed to the Yugoslav Minister on December 17, 1936. This Gov- 

* Department of State, Press Releases, June 12, 1937, p. 407. 
a Foreign Relations, 1936, vol. m1, p. 825.
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ernment is therefore able to accept a limitation of imports of any 
article produced in the United States to a given percentage of the 
imports from the United States of such article in a given period only 
if the global amount of such imports from all countries is similarly 
restricted, and the percentage applying to imports from the United 
States is not less than that applying to the global amount of imports 
of the article in question. 

The principle described above is illustrated by the following figures, 
which are purely hypothetical: 

Imports into Proposed imports 
Yugoslavia in into Yugostavia 
base period in 1988 

From all countries 100 80 
From the United States 25 20 

Assuming that imports of any restricted article from all countries 
are reduced to 80 percent of the amount imported in the base period, 
then the Yugoslav Government would be required by the above for- 
mula to be prepared to grant permits for the importation from the 
United States of an amount of the restricted article equal to not 
less than 80 percent of the amount imported from the United States 

in the base period. | 
It should be observed that the United States would not under this 

formula, require that the percentage applied to imports from the 
United States be as favorable as that applied to any individual coun- 
try, but only that it be as favorable as that applied to all countries in 

the aggregate. | 
(2) In general, this Government holds that quantitative restric- 

tions applied in accordance with the formula indicated above should 
be applied separately to each article and in terms of the physical quan- 
tity of imports of each article. In view, however, of the peculiar 
difficulties faced by Yugoslavia at the present time, this Government 
would be prepared to accept temporarily the application of the form- 
ula to the total value of imports of each of the controlled articles, 
should the Yugoslav Government consider this preferable. 

(3) This Government will be prepared to give careful consideration 
to any proposals which the Yugoslav Government may make with a 
view to giving exceptional treatment to any particular controlled 
article or articles. If examination of the economic circumstances 
affecting trade in such an article should make it appear that in the 
absence of quantitative restrictions Yugoslav imports of such an 
article from the United States would in all probability bear a smaller 
ratio to imports in any previous period than would total imports of 
that article, then this Government would be prepared to accept an 
appropriate modification of the formula indicated above, with respect 
to the article in question. _ |



292 FOREIGN RELATIONS, 1937, VOLUME II 

(4) In view of the close economic relations which exist between 
Yugoslavia and those other countries of which a large and substantial 
part was formerly included in the Austro-Hungarian Empire, this 
(zovernment would be ready to give sympathetic consideration to any 
proposals which the Yugoslav Government may make concerning spe- 
cial favors it may desire to accord to the trade of these countries in 
derogation of the formula indicated in paragraph (1) above. 

(5) However, this Government is ready to give sympathetic con- 
sideration to any further proposals which the Yugoslav Government 
may wish to make, bearing in mind the essentials of this Government’s 
commercial policy as set forth above, and in the note which was de- 
livered to the Yugoslav Minister in Washington on December 17, 1936. 

611.60H31/68 

The Yugostav Minister (Fotitch) to the Secretary of State ™ 

Wasuineton, November 11, 1937. 

My Dear Mr. Secretary: With reference to your memorandum of 
June 4, 1937, with which you had the kindness to send me the propo- 
sals of your Government for the regulation of commercial relations be- 
tween our two countries, I have the honor to send you herewith 
enclosed the proposals of the Yugoslav Government. At this occasion 
I would like to point out that the Royal Government, in drawing up 
these proposals, was animated by the desire to meet the wishes of the 
American Government to the utmost, in order to bring about the 
improvement and strengthening of commercial relations between our 
two countries. 

Accept [etc. ] ConsTANTIN ForitcH 

[Enclosure] 

Yugoslav Proposals for the Regulation of Commercial Relations 
Between Yugoslavia and the United States 

The Yugoslav Government is willing to allow for the year 1938 the 
import from the United States of all those articles which in Yugo- 
slavia are subject to permits of import, to the value of 32 million 
dinars or to the extent to which the export of those articles amounted 
in 1935, at the time when restrictions did not exist and which year 
has been the most favorable for the export from the United States 
into Yugoslavia. 

The distribution of that sum on individually controlled articles 
would be the same as in 1935. According to that, for instance, the 

™ Handed to the Under Secretary of State on November 12. .
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import of automobiles from the United States would amount in the 
year 1938 the same as in 1935, namely about 18 million dinars. The 
same would apply to other controlled articles. These import permits 
would be issued quarterly, without taking into consideration the trade 
balance between Yugoslavia and the United States and will be allowed 
even in the case of an adverse trade balance for Yugoslavia. The im- 
port of the non-controlled articles, naturally, is free and is not subject 
to compensation on this basis. The import of the controlled articles in 
the aforementioned relation, and also all the other articles from the 
United States, whose import in Yugoslavia is not subject to any con- 
trol, would be paid in free foreign exchange. Finally, the compensa- 
tions which today are required for the import of the controlled articles 
from the United States would also be dispensed with. 

[Here follows table giving value of controlled articles imported 
from the United States in 1935.] 

611.60H31/70a 

The Department of State to the Yugoslav Legation 

| _ _MemoranpuM 

The Government of the United States has given consideration to 
the proposal presented by the Yugoslav Government on November 12, 
1937, and is gratified to find that this proposal would involve sub- 
stantially more favorable treatment to American trade in the con- 
trolled articles than is now accorded by Yugoslavia. Should the 
Yugoslav Government be prepared to accord to American trade in 
all controlled articles the treatment indicated in its proposal with 
some such modifications as are suggested below, the United States 
Government would be prepared to continue the Treaty of Commerce 
and Friendship [Vavigation] between the two countries in effect until 
further notice, and hence, among other things, to continue to grant 
most-favored-nation treatment to the trade of Yugoslavia. 

The United States would consider this arrangement to be of a tempo- 
rary and transitory character for the reason that the imposition on 
imports from the United States of restrictions which are not imposed 
on imports from certain other countries, albeit the products involved 
form only a small proportion of the total trade, cannot be considered 
as being in harmony with the principle of most-favored-nation treat- 
ment. The United States is ready to accept it only because it believes 
that by such an arrangement the treatment accorded to American trade 
can be made to approximate the treatment which would be accorded 
under a more formal adherence to the most-favored-nation principle. 
It hopes, however, that ultimately it may be possible for the Govern-
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ments of Yugoslavia and the United States to arrive at a broad set- 
tlement and one more strictly in accordance with the unconditional 
most-favored-nation principle in respect of all forms of trade-control 
measures. . 

The following modifications are suggested : 
1. With respect to most of the controlled articles, quotas equal to 

the amounts imported in 1935 would in general be satisfactory for 
the proposed temporary arrangement. Since, however, a large num- 
ber of minor items is involved, the imposition of a fixed quota on each 
separate item would appear to be unduly inflexible. In some cases the 
imports from the United States during the year 1935 are likely to 
have been unusually large or unusually small as a result of conditions 
of a purely temporary nature. The proposed system of quotas could 
be made more flexible if it were provided that any unused amount of 
the quota on any of the controlled articles in one quarter could be 
used for imports of any of the controlled articles in the following 
quarter. . 

2. The list of quotas attached to the memorandum which was pre- 
sented by the Yugoslav Government does not indicate the amounts of 
the quotas for certain minor items of which very small amounts were 
imported from the United States in the year 1935, including: single 
strand cotton yarn (tariff No. 274), cotton velvet, plush and similar 
articles (tariff No. 278), cork products (tariff No. 489), thick silk 
textiles (tariff No. 331-1), aluminum, wrought or rolled, (tariff No. 
590). It is the understanding of this Government that these articles, 
and some others, are included among the controlled articles. If this 
understanding is correct, a single quota for all of the controlled articles 
for which separate quotas have not been listed in the Yugoslav memo- 
randum would be acceptable. 

3. The United States Government feels that, with respect to all 
of the controlled articles except automobiles, the modifications sug- 
gested above would be sufficient. In the event that there should be a 
demand in Yugoslavia for a larger amount of imports from the United 
States of any of the controlled articles (other than automobiles) than 
was imported in 1935, the carry-over of unused quotas of other articles, 
as provided for in the first modification, might be sufficient to satisfy 
at least a part of such additional demand. | 

With respect to automobiles, however, the case is different. Total 
imports of automobiles, including trucks, into Yugoslavia, have 
greatly increased since 1935. In view of this large increase, and 
also in view of the fact that automobiles account for more than half 
of the imports of controlled articles from the United States, the pro- 
posal of the Yugoslav Government, even if modified as suggested in 
numbered paragraph 1 above, cannot be considered as fully accept-
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able since a limitation of imports from the United States to the 
amount imported in 1935, although it would involve a considerable 
improvement over the present unsatisfactory treatment, would never- 
theless fall considerably short of restoring to the United States the 
relative share in the trade which it enjoyed in 1935. Hence it is 
felt that the quota on automobiles should be increased substantially 

in such manner that the United States may enjoy more nearly the 
same relative share of the trade as it enjoyed in 1935. 

The Government of the United States would appreciate sym- 
pathetic consideration of these suggestions by the Yugoslav Govern- 

ment. 
In connection with these proposals the Government of the United 

States invites attention to the fact that under the arrangement sug- 
gested by the Government of Yugoslavia American exports of con- 
trolled articles would be rigidly limited. Yugoslavia on the other 
hand now enjoys full opportunity to participate in the expanding 
market of the United States, an expansion which is likely to be in- 
creasingly great as the comprehensive trade-agreements program on 
which this Government has embarked continues to develop. 

WasHineton, December 15, 1937.
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THE NEAR EAST AND AFRICA 

- AFGHANISTAN 

GRANTING BY AFGHANISTAN OF AN OIL CONCESSION TO THE 
INLAND EXPLORATION COMPANY 

890H.6363/72 7 

The Ambassador in Germany (Dodd) to the Secretary of State 

No. 3112 Bern, October 24, 1936. 
: , [ Received November 6. ] 

Si: I have the honor to report that information has recently come 
into the possession of the Embassy respecting the granting of an oil 
concession in Afghanistan to American interests. While the Depart- 
ment may already be aware of this matter, it has been learned that 
the negotiations for this concession have been recently carried on in 
Berlin between the American interests involved and the Afghan Min- 
ister for Foreign Affairs, the latter having come here subsequent to the 
sessions of the League Assembly in Geneva. Without being informed 
in any way concerning the background of this matter, I present the 
following information for what it may be worth: 

Several days ago Mr. Charles C. Hart, former American Minister 
to Albania and Iran, in conversation with a member of the Embassy 
staff stated that he was on the point of coming to an agreement with the 

Minister of Foreign Affairs for Afghanistan, at present in Berlin, 
respecting the granting of an oil concession in Afghanistan to an 
American syndicate. The agreement in question, I understand, has 
been drafted in final form and Mr. Hart intimated that it would be 
signed in the near future. 

The American interests involved in this matter are, according 
to Mr. Hart, the Seaboard Oil Company, the Texas Oil Company, 

Case and Pomeroy, and Fisher Brothers. They are represented in the 
negotiations with the Afghan authorities by Mr. Hart and Mr. Fred- 
erick G. Clapp, Petroleum Adviser to the Imperial Government of 
Persia in 1927. | 

From the information available through Mr. Hart, the terms of this 
agreement will grant the syndicate exclusive oil rights in five Afghan 
provinces, the choice of provinces to be made within a year. It is 
further stipulated that the ownership must remain American or 
Afghan. Mr. Hart explained that a “few shares” might be allocated 
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to Afghan ownership but that the control would be vested in Ameri- 
can interests. He further revealed that the Afghan Government did 
not desire that either German or Italian influence should penetrate 
into the concession. 

With respect to the method of exploitation of whatever fields may be 
eventually chosen, Mr. Hart said that the syndicate contemplated con- 
structing a pipe line through Iran to the town of Shiraz, a distance 
of approximately four hundred miles. This development, however, is 
dependent upon permission of the Iranian authorities and is also 
dependent upon a possible oil concession which the same interests con- 
template negotiating with the Iranian Government. If these negotia- 
tions are not successful, an alternative route for the pipe line through 
Baluchistan is under consideration. Mr. Hart also asserted that the 
interests he represents are on good terms with the Anglo-Persian Oil 
Company and that no difficulties were envisaged from that quarter 
with respect to Iran. He implied that the Anglo-Persian Oil Com- 
pany had no objection to the development of Afghan fields by Ameri- 
can capital, the more so because it did not desire to have German or 
Italian interests involved in this area. Mr. Hart intends to depart 
soon for Teheran and eventually to go to Kabul. 

The foregoing is reported for such interest as it may offer, with the 
additional explanation that as the agreement has not been seen, there 
may be other terms of which the Embassy is not aware. Mr. Hart has 
been the sole source of information on this matter. 

Respectfully yours, . Wittiam E. Dopp 

890H.6363/77 

The Consul General at Berlin (Jenkins) to the Secretary of State 

No. 1252 Brruin, November 20, 1936. 

[ Received December 4. | 

Sir: I have the honor to report as being of possible interest to the 
Department that an agreement was signed in Berlin this morning 
concerning the oil concessions in Afghanistan for which negotia- 
tions, of which the Department is no doubt already aware, have been 
carried on during the past six months by the Inland Exploration 
Company of Delaware. 

Final stages of the negotiations were conducted by His Excellency 
the Afghan Minister for Foreign Affairs, who is now temporarily 
in Berlin, and the two vice-presidents of the Inland Exploration Com- 
pany, Mr. Frederick G. Clapp, geologist, and the Honorable Charles 
C. Hart, former American Minister at Teheran. The agreement was. 
signed at the Afghan Legation in Berlin by the Afghan Minister 
for Foreign Affairs on behalf of Afghanistan and by Mr. Clapp and
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Mr. Hart on behalf of the Company, in the presence of one of the 
officers of the Consulate General who had been requested to execute 
certificates of acknowledgement for the American signers. It will be- 
come effective after formal ratification by the Government of Afghan- 
istan and the Inland Exploration Company. 
Under its terms surveys must be made in five. provinces and at 

least.one well must be in operation within a year, according to Mr. 
Clapp. Pipe-line rights through the neighboring countries remain to 
be secured during the next six months but negotiations for them 
have already been initiated and only the amount of the royalties to 
be charged for them remains unsettled. 

Mr. Clapp expects to call at the Department to inform it of details 

of the agreement when he returns to the United States. Meanwhile, 
although he does not regard the matter as one of absolute secrecy, at 
least as far as official quarters are concerned, he wishes to avoid having 
it become generally known and especially to prevent its appearance 
in the newspapers until ratification has been completed some time 
in January. 

Very respectfully yours, Douaias JENKINS 

890H.6363/85 

Memorandum by Mr. Raymond A. Hare of the Division of Near 
Eastern Affairs 

[Wasnineron,| January 28, 1937, 

The Legation in Teheran transmits a copy of the agreement be- 
tween the Inland Exploration Company and the Afghan Govern- 
ment.? The agreement is modeled closely after the A. I. O. C. agree- 
ment of 1933.2 so much so in fact that in many cases the language is 
identical. The following is a summary of the most important 
provisions : 

1. The Company must secure pipe line privileges from an adjoin- 
ing country (unspecified) within eight months after ratification of 
the concession. 

2. No more than a year after such transportation rights have been 
secured the Company undertakes to begin exploration. 

3. Before the expiration of the first year of exploration the Com- 
pany will select five provinces in which to continue exploration. 

4. Upon failure of the Company to comply with the foregoing the 
Afghan Government may give notice of cancellation which shall take 
effect a year later unless the Company is able in the meantime to show 
that the concession has been complied with. 

Not printed. 
? Anglo-Iranian Oil Company concession signed at Teheran, April 29, 1933. For 

text, see League of Nations, Official Journal, December 1933, p. 1653.
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5. Within one year following the selection of the five provinces the 
Company will commence at least one well. 

6. In the event of the discovery of oil in sufficient quantity to war- 
rant commercial exploitation (the Company being the sole judge) the 
Company agrees to continue development without delay and en- 
deavor to reach an ultimate production of 6,000,000 tons per annum. 
(Note: The A. I. O. C. did not reach this production level until 1930.) 

(. If any province or provinces do not prove productive after the 
first twenty years of the concession, one such province shall be sur- 
rendered, and similar surrender of unproductive provinces one at a 
time shall take place at five year intervals. 

8. The establishment by the Company of railway, telephone, tele-- 
graph, radio or aviation services shall be conditioned on prior con-. 
sent of the Government. 

9. The Company will pay the Afghan Government a royalty of 
four shillings per ton on petroleum sold in Afghanistan or exported. 
(Note: Same rate as paid under new A. I. O. C. agreement.) Detailed 
steps to be taken in case of currency fluctuation are prescribed. 

In addition the Company agrees to pay the Afghan Government. 
a sum equal to 20% of the distribution to common stock shares of the: 
Inland Exploration Company in excess of distributions equal to 5% 
on the invested capital. (Note: Sameas A.J. O.C. agreement.) — 

Regardless of the status of operations the Company guarantees that 
payments to the Afghan Government shall not go below £250,000 for 
the second five year period following ratification and that subse- 
quently the minimum shall be £450,000. (The A. I. O. C. minimum is | 
£750,000 under the above headings.) | 

10. During the first fifteen years of the concession the Company, in 
exchange for tax exemption, shall pay the Afghan Government nine 
pence per ton on oil produced up to 6,000,000 tons, and six pence per 
ton thereafter, and during the following fifteen years one shilling and 
nine pence, respectively, under the same conditions. After thirty 
years a new rate shall be established by agreement between the con- 
tracting parties. (Note: This is exactly the same as in the A. I. O. C. 
agreement as regards rates but omits any reference to a minimum 
such as is stipulated in the case of A. I. O. C. in the amount of 
£300,000. ) 

11, Provision is made for facilitating the acquisition of property 
needed by the Company. : 

12. Sale of gasoline, kerosene and fuel oil in the country shall be at 
a, basic rate fixed by the f. o. b. price of Rumanian or Gulf 01] minus 
25% for sales to the Government and minus 10% for sales to an 
Afghan company to be designated by the Afghan Minister of Trade. 
(Note: Identical with A. I. O. C. agreement as regards price of sale.) 

13. Goods for the staff may be imported freely upon payment of 
usual duties and taxes. Medical equipment and materials for the 
Company may be imported free of duty. 

14. The Afghan Government promises to lend its moral support in . 
securing the consent of any foreign government through whose terri- 
tory it may be desired to export oil. 

15. No restriction shall be placed on the import or export of funds 
of the Company or its personnel.
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16. The Government has the right to inspect the technical activity 
of the Company and to appoint foreign specialists for the purpose. 
(Note: The A. I. O. C. contract does not use the word “foreign”.) 

17. The Government may appoint a “Delegate” who will represent 
the Afghan Government at the Company’s headquarters. 

18. Afghan nationals shall be used to the extent possible. If for- 
eigners are needed they must be American. (The A. I. O. C. contract 
does not contain such a stipulation.) After the beginning of expor- 
tation the Company shall furnish $50,000 annually for the technical 
education of Afghan students in the United States. (VD? does not 
perceive any visa difficulty in this connection. ) 

18. [ste] The concession is for seventy-five years. The Company 
may renounce it upon six months notice during the first ten years and 
thereafter upon two years notice. At the conclusion of the concession 
all property of the Company reverts to the Afghan Government. 

19. All differences shall be subject to arbitration. 
20. Any transfer of the concession shall be subject to ratification 

by the Afghan Government. 
21. The concession may not be cancelled or abrogated by the Gov- 

ernment. 
22. The concession was signed in English subject to translation into 

Persian. The English text shall always prevail. 

Considering that the A. I. O. C. concession, with which this one is 
approximately identical, was considered to be severe, the Inland agree- 
ment would appear to be doubly hard in view of the little that is known 
regarding the oil resources of Afghanistan and the great distance 
over which pipe lines have to be built. There is a certain compensa- 
tion, however, in the fact that minimum payments are much lower in 
the case of the Inland agreement, i. e., £750,000 for royalties and 
£300,000 for tax exemption in the case of A. I. O. C. as compared to 
£250,000 (later to be raised to £450,000) for royalties and no mini- 
mum specified for tax exemption in the case of Inland. 

890H.6363/86 

The Vice Consul at Karachi (Riggs) to the Secretary of State 

No. 662 Karacut, March 12, 1987. 

[Received March 29.] 

Sir: I have the honor to refer to Consul Groeninger’s Strictly Con- 
fidential despatch No. 573 of February 18, 1936,‘ bearing on the acquisi- 
tion of certain sections of land in Afghanistan, said by geologists to 
cover extensive and valuable oil deposits. | 

In the above connection I have to inform the Department that Mr. 
Frederick G. Clapp, Head Geologist of the Inland Exploration Com- 

* Visa Division. 
* Not printed. Oo 

982609—54——-39 a
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pany, a well-known consulting geologist, arrived in Karachi last week 

en route to Kabul. 
Mr. Clapp telegraphed from Baghdad that he was most desirous of 

meeting me and upon his arrival I sent my car to the Airfield to meet 

him. He spent two days in Karachi discussing his contracts, his 

difficulties in obtaining personnel and restrictions put on Indian labor. 

He was extremely frank in his conversation and requested my help in 
assisting him to recruit Indian labor. I assured him that I would do 
anything in my power to assist him, consistent with my duties as a Vice 

Consul. 
Mr. Clapp informed me that he was just returning from Berlin 

where he had signed the concession agreement with the Afghan Minis- 

ter for Foreign Affairs. He informed me in strict confidence, that the 

German Foreign Office and the Russian Embassy in Berlin did every- 
thing they possibly could to hamper the final negotiations for the 
Concession. Apparently the Afghan Minister in Berlin was most 
antagonistic towards Mr. Clapp and did everything he possibly could 
to further the aspirations of the Germans and the Russians. Mr. Clapp 
informed me that he was called to the hotel of the Afghan Foreign 
Minister who said that he desired to sign the Afghan Concession agree- 

ment immediately, inasmuch as he was thoroughly annoyed at the 
interference of his own Minister and that of the German Foreign 
Office and Russian Embassy. The agreement was duly signed and 
Mr. Clapp left Berlin for Teheran, Iran, en route to Kabul. 

The Concession obtained by Mr. Clapp calls for the beginning of 
operations immediately upon the promulgation of the treaty by the 
Afghan Parliament. He has already arranged for American special- 

ists, engineers and drillers. The Concession stipulates that labor 
employed by the Company must be either American or Afghan. In 
view of the great sparsity of technically educated Afghans, it is ex- 

pected that the Inland Exploration Company will be called upon to 
employ several hundred Americans at the beginning of the operations. 

During Mr. Clapp’s short stay in Iran, he successfully negotiated a 
Concession ° with the Iranian Government for oil exploitation over an 
extended area in Eastern Iran. This Concession has been signed by 
the Shah of Iran and ratified by the Iranian Parliament, and opera- 
tions are to begin immediately. 

The Afghan Concession stipulates that any oil piped out of Af- 
ghanistan must be piped through Iran as they do not care to have their 

oil resources piped through British India. 
Mr. Clapp informed me, in confidence, that it was the intention of 

his Company, when work is started on the Afghan and Iranian Con- 
cessions, to pipe the Afghan oil to a point in Iran in the vicinity 

* See pp. 734 ff. .
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of Birjand, a few miles from the Baluchistan Frontier. He plans to 
have the Afghan-Iranian pipe lines to meet at this junction and from 
Birjand, the oil from both Concessions will be piped to the Persian 

Gulf. The Inland Exploration Company, it is stipulated, will build 
their own port on the Persian Gulf at a place a few miles from the 
city of Gwadur. The Inland Exploration Company has under- 
taken to build and operate in Afghanistan a refinery to supply the 
needs of Afghanistan in fuel oil, lubricating oil, grease and petrol. 

Four days after Mr. Clapp signed the Inland Exploration Com- 
pany Concession, the Afghan Minister of Commerce and Industry 
died suddenly in Kabul. Mr. Clapp and the Minister for Foreign 
Affairs of Afghanistan had depended upon the Minister of Commerce 
and Industry to push the Concession through the Afghan Parliament. 
Mr. Clapp seemed to feel that the successor of the Minister of Com- 
merce and Industry of Afghanistan would be the head of the Afghan 

National Bank, who has apparently been hostile to the Concession 
negotiations of the Inland Exploration Company. However, Mr. 
Clapp seemed to feel that the Minister for Foreign Affairs, upon his 
return to Kabul, would be able to see the Concession through Parlia- 
ment, although certain amendments to the Concession are anticipated. 

Mr. Clapp informed me that Russian emissaries, realizing that it 
was impossible to block the Concession, made a final appeal to the 
Afghan Government to grant to them a small strip of territory on the 
Afghan-Russian Frontier. As stated above, this appeal was entirely 
disregarded by the Afghan Minister for Foreign Affairs, and the Con- 
cession was signed by him as originally drawn up. 

The Afghan Concession calls for a royalty of 20 percent of the mar- 
ket value of all oils piped out of Afghanistan. I understand the 
Iranian Concession is considerably more favorable to the Iranians 
than the Afghan Concession is to the Afghans, inasmuch as the Iran- 
ians have demanded that the Concession just granted conform in every 
respect to that of the new agreement between the Iranian Government 
and the Anglo-Persian Oil Company. 

Mr. Clapp further informed me that it is the intention of his 
Company, upon the successful exploitation of the Afghan Conces- 
sion, to build a railroad to cover the oil-fields and hopes to eventually 
prevail upon the Iranian Government and the Afghan Government 
to assist in building a railroad to the Persian Gulf. However, this 
plan is in the distant future and as soon as work is started the trans- 
portation of the Inland Exploration Company will be entirely 
vehicular and automotive. 

Mr. Clapp stressed to me the urgent necessity of the assignment of 
a signing consular officer resident at Kabul. He stated that it was 
the intention of his Company in New York to ask that a Consul
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or Vice Consul be stationed at Kabul when their work gets under way, 
to look after the interests of the several hundred Americans who will 
-be employed on the Inland Exploration Company’s Concession. Mr. 
Clapp told me that the Foreign Minister had complained to him in 
‘Berlin that the only American Consul or Diplomatic Officers that 
they saw in Kabul were those passing through on a mere visit. He 
stated that the Foreign Minister told him that they were holding the 
so-called “house of the 40 columns”, three miles outside of Kabul, 
in the hope that the Government of the United States would eventu- 
ally open a Consular office in Kabul. 

Mr. Clapp asked me if I had any information regarding the inten- 
tion of my Government as regards opening an office in Kabul. I told 
him that I was without any information whatsoever on the subject. 
He asked me if it were not true that I had at one time been assigned 
to Kabul prior to the recognition of Afghanistan by the Government 
of the United States. I told him that I had at one time, prior to the 
recognition of Afghanistan, been ordered to Kabul, but that this order 
had telegraphically been cancelled by the Department of State. I 
also informed him that at the present time, in addition to my assign- 
ment as Vice Consul at Karachi, I also had the assignment of Vice 
Consul to Afghanistan. 

Mr. Clapp also informed me that his office or the office of the Inland 
Exploration Company would shortly be communicating with the De- 
partment with regard to representation in Afghanistan. 

The conclusion of the Afghan oil Concession by the American 
Inland Exploration Company has brought forth considerable comment 
in British official and commercial circles, especially the refusal of the 
Afghans to permit the Company’s Concession oil to be piped through 
Baluchistan and the building of a pipe line through Iran. 

Respectfully yours, Luorp E. Riees 

890H.6363/90 : Telegram | 

- The Chargé in Iran (Merriam) to the Secretary of State 

TreneErAn, April 24, 1937—noon. 
| [Received April 24—11:25 a. m.] 

_ 18. Hart confirms that petroleum concession has been ratified by the 
Afghan Parliament.® . , 

| oo Merriam 

*In telegram No. 74, June 21, 1938, 9 p. m., the Chargé in Iran reported to 
the Department that on June 19, 1988, Mr. Hart had given the Afghan Govern- 
ment written notice of the cancellation of this concession (890H.6363/104).
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CONSIDERATION BY THE DEPARTMENT OF STATE OF PROPOSALS TO 
ESTABLISH DIPLOMATIC REPRESENTATION IN AFGHANISTAN 

124.90H/29 

Memorandum by the Chief of the Division of Near Eastern 
Affairs (Murray) 

[Extract] 

[ WasHIneToN,] June 22, 19387. 
Mr. John M. Lovejoy, President of the Seaboard Oil Company, 

accompanied by Mr. Frederick G. Clapp who is associated with that 
company, called on me today prior to an appointment to see the Sec- 
retary, regarding recent concessions acquired by subsidiaries of the 
above-mentioned company in both Afghanistan? and Iran. 

The principal purpose of the call from the two above-mentioned 
officials appears to have been to press upon the Department of State 
their desire for the establishment of resident diplomatic representa- 
tion in Kabul. Mr. Clapp conveyed to the Secretary a personal mes- 
sage from the Prime Minister of Afghanistan expressing the earnest 
hope that an American legation would soon be established in the 
Afghan capital and stating that an appropriation had been carried 
for some time in the Afghan budget for the establishment of an 
Afghan legation in Washington. 

Messrs. Lovejoy and Clapp were informed that the Department 
had been giving consideration to the question of its representation in 
Afghanistan for some time but that no early decision could be taken. 
It was pointed out that at the present time American interests in 
Afghanistan would hardly warrant the great expense that would be 
incurred in establishing any appropriate form of diplomatic repre- 
sentation in Kabul. It was made clear to the two officials that in- 
adequate representation would be far worse than none at all and 
the Department was fully informed of the extensive outlay that would 
be necessary in case of affirmative action in this matter. As a great 
power represented in Kabul, where we have no political interests 
whatsoever and where economic interests are only just beginning to 
develop, we should have to maintain an establishment comparable to 
that of the British Government which has a vital political interest in 
all that happens to Afghanistan. It is known to the Department 
that in view of the primitiveness of the country the British Legation 
has to maintain several trucks plying constantly between Afghanis- 
tan and India in order to obtain the necessary supplies. There is 
the further question of protection for an eventual American diplo- 
matic mission in Afghanistan, and this is a question which, in view 

"See pp. 597 ff. 
* See pp. 734 ff.
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of our experiences in Addis Ababa during the siege,® cannot be ig- 
nored. Since we, unlike the British, could not call upon Indian 
troops to guard our Legation, we should be under the necessity of 
maintaining a considerable native guard, whose loyalty might be 
doubtful in the case of a crisis. 

Mention was also made of the . . . administration of justice in 
. .. @ Moslem country as Afghanistan, where foreigners have no 
capitulatory rights. The presence in large numbers of American 
nationals in Afghanistan in connection with the newly acquired 
oil concessions would, of course, raise this question acutely and it 
would have to be solved. It is clear, however, that the mere presence 
of an American minister in Afghanistan would not necessarily serve 
as a protection for American nationals who might fall into the toils 
of Afghan law as the Italian Legation there learned to its sad experi- 
ence in 1924 in the notorious Piperno case, referred to elsewhere in 
the Department’s records. 

Messrs. Lovejoy and Clapp admitted that their concession in Iran 
was rather meager in comparison with their original aspirations and 
covered only a fraction of the territory envisaged in the Sinclair con- 
cession of 1924 [1923]2° Mr. Lovejoy stated, however, that they 
hoped to extend their concession in due time. 

[The remainder of this memorandum pertains to other matters. ] 

WALLACE Murray 

124.90H/30 : Telegram 

The Chargé in Iran (Engert) to the Secretary of State 

TEHERAN, July 15, 1937—10 a. m. 
[ Received 1:15 p. m.] 

50. During calls exchanged with the Afghan Minister of Foreign 
Affairs Faizy Mohammed, who is spending some 10 days in Teheran 
in connection with the four-power pact,“ he repeatedly spoke of the 
sincere desire of the Afghan Government to cultivate friendliest pos- 
sible relations with the United States. The Department will recall 

that he was a member of the Afghan Mission to Washington in 1921 
and although he laughingly refers to several misunderstandings which 
occurred on that occasion he says that he never forgot the tremendous 
impression America made on him. He felt then and still feels that 
the world could learn much from us especially as regards international 

° See Foreign Relations, 1936, vol. 111, pp. 254 ff. 
” See ibid., 1928, vol. 11, pp. 711 ff. and ibid., 1924, vol. 1, pp. 539 ff. 
“The Saadabad Treaty signed July 8, 1937, by Afghanistan, Iran, Iraq, and 

Turkey ; for text, see League of Nations Treaty Series, vol. cxc, p. 21. 
® See Foreign Relations, 1921, vol. 1, pp. 258 ff. |
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conduct and he hoped his country would also be able to profit from our 
great experience in technical matters. It was in this spirit that the 
recent agreement had been made with an American company. 

But he added in order to make intercourse between Afghanistan and 
the United States really fruitful it was absolutely essential that we 
open a legation at Kabul in which case he would at once establish one 
in Washington. He therefore requested me most earnestly to reiterate 
to the Secretary of State his desire that consideration be given to the 
matter in the near future. He begged me to make it clear that the 
question of prestige did not enter into it but that it had become one of 
sheer necessity. Almost every day some problem affecting American 
business or travelers presented itself and he did not wish to see our 
interests prejudiced but he often found it difficult to make a fair deci- 
sion without being able to consult with an American representative. 

ENGERT 

124.90H/30 

Memorandum by the Chief of the Division of Near Eastern Affairs 
(Murray) 

[Wasuineron,] July 27, 1937. 

American Dretomatic REPRESENTATION IN AFGHANISTAN 

Background 

An Afghan mission first visited the United States in July 1921 and 
was received by the President and the Secretary of State. Recogni- 
tion of Afghanistan as an independent state by the United States is 
considered to have been given at that time. One of the requests put 
forward by the Afghan mission in 1921 was for the establishment of 
American diplomatic and consular representation at Kabul. The 
Secretary of State explained that the establishment of diplomatic 
representation in the Afghan capital would be contingent upon a 
congressional appropriation and that consequently no immediate an- 
swer could be made to the proposal. 

In 1925 the Afghan Government again commenced to seek Ameri- 

can representation at Kabul.* During the succeeding 10 years 
Afghan representatives in foreign capitals (Paris, London, Moscow, 
Tokyo, Teheran and Istanbul) continually approached our diplo- 
matic representatives and endeavored, through those channels, to ob- 
tain American representation in Afghanistan. 

In 1929 King Amanullah was overthrown and was eventually suc- 
ceeded by King Nadir Shah who, in turn, was assassinated in 1933 and 
his son, King Zahir Shah, came to the throne. Following these polit- 

* See Foreign Relations, 1926, vol. 1, pp. 557 ff.
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ical upheavals numerous informal and indirect efforts were made 
by the Afghans to obtain the recognition of the new regime by the 
United States. In response to these informal attempts we finally 
intimated to the Afghan Ambassador in Teheran that the proper 
approach was for the Afghans formally to notify this Government of 
the succession of Zahir Shah to the throne. This was eventually done 
and recognition was accorded to the regime in Afghanistan on October 
31 [August 21], 1934.4 

The Afghans immediately began to make further attempts to ob- 
tain American representation in Kabul and eventually the Depart- 
ment decided that the problem could best be met by accrediting to 
Afghanistan the American Minister at Teheran, Mr. William H. 
Hornibrook. Mr. Hornibrook proceeded to Afghanistan in the spring 
of 1935 and presented his credentials as the first American Minister 
to Afghanistan on May 4 of that year. During Mr. Hornibrook’s 
visit at Afghanistan authorities again urged that permanent Ameri- 
can diplomatic representation be established in the capital. We have 
continued since 1935 to receive through various channels further re- 
quests from the Afghans for such representation. The latest of these 
is the attached telegram from the Chargé d’Affaires at Teheran.” 

Reasons for Enlarging our Representation in Afghanistan 

On November 19, 1936, the Afghan Government granted an im- 
portant oil concession to the Inland Exploration Company," which is 
affiliated with Case, Pomeroy and Company, and work on the conces- 
sion will start in a short time after ratification which, however, has 
not yet taken place. In accordance with the plans of the company, 
its work in Afghanistan will bring eventually into that country sev- 
eral hundred American oil workers. 

The presence of any large number of American citizens in a coun- 
try like Afghanistan will immediately present the problem of protec- 
tion which this Government must face. Afghanistan is . . . Moslem 
country in which turbulent disorders in the past have been not un- 
common. During such periods of disorder the question of protection 
has been a very serious one for governments maintaining missions in 
that country and having any considerable group of nationals there. 
During the most recent revolution which occurred in 1929 all foreign- 
ers had to be evacuated to India by British airplanes and, thanks to the 
good offices of the British in that instance, only a few foreigners were 
killed, chiefly Germans. 

It should be borne in mind that despite the almost non-existent 
system of justice, in the Western sense of the word, in Afghanistan, 

4 See Foreign Relations, 1934, vol. 11, pp. 747 ff. 
* Supra. 
* See pp. 597 ff.
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foreigners enjoy there no capitulatory rights and are subject to 
Afghan laws and justice, such as they are. There have been tragic 
instances in recent years of foreigners falling into the toils of Afghan 
law—an Italian in one case and a German in another—in which their 
governments were powerless to accord them adequate protection. 

In view of the above circumstances, I think this Government has 
been well advised in the past to refrain from establishing diplomatic 
and consular representation in Afghanistan, which would have has- 
tened the entry of American interests into that precarious region of 
the world. However, now that such interests have entered the 
Afghan field without any encouragement on our part, and in view 
of the fact that a certain number of American citizens will in all 
likelihood be proceeding to that country by another year, I feel that 
we must face the realities of the situation and consider the advisability 
of a suitable increase in our representation there. | 

What Form of Representation Is Desirable 

In view of the foregoing it seems hardly necessary to emphasize 
the necessity of selecting with the greatest care the diplomatic repre- 
‘sentative of the United States in Afghanistan. The post at Kabul will 
be a very delicate one and is most emphatically not one to be en- 
trusted to an amateur if possible disaster in the future is to be avoided. 

I am firmly of the opinion that the best interests of this Government 
would be served by sending to Kabul a Minister Resident rather than 
a Minister Plenipotentiary for the reason that Ministers Resident 
are selected from the most experienced and competent senior officers 
of the American Foreign Service. 

Bearing in mind all the circumstances of the situation I am con- 
vinced that it would be wise to consider the eventual assignment of 
Mr. Cornelius Van H. Engert as Minister Resident at Kabul. Mr. 

Engert is now assigned as Counselor of Legation at Teheran and in 
the event that our relations with Persia should continue to improve, as 
seems quite possible, the need for Mr. Engert there would have ceased 
and he might then appropriately proceed to Kabul. As you may 
know, Mr. Engert is not a stranger to Afghanistan since he was sent 

there by the Department on a special mission in 1922 and prepared 
what is still the authoritative government handbook on that country. 

Even if it should be decided not to utilize Mr. Engert in the above- 
mentioned capacity, it should be remembered that no Minister Pleni- 
potentiary could be sent to Afghanistan in the absence of an appropria- 
tion by Congress for the Minister’s salary and could only be accom- 
plished at the earliest by July 1, 1938. Appropriate recommenda- 
tions have been made to the Budget Office for inclusion in the budget 
proposals for the fiscal year 1938-39 of a recommendation for the 
establishment of a Legation at Kabul.
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Cost of Representation 

In view of the unusual situation in Kabul the cost of representa- 
tion there is unusually large. Thus we were informed by a despatch 
from the American Consulate General at Calcutta in 1933 that the 
British Legation in Afghanistan costs about three-quarters of a million 

rupees a year (approximately 275,000 dollars at the then existing rate 
of exchange). The high cost of representation in Kabul is due to 
several factors. For example, it is essential to retain an adequate 
legation guard. All of the legations established in Kabul also have 
their own motor trucks which make weekly or more frequent trips 
to Peshawar, India, in order to obtain supplies which are unobtain- 
able in the country. Bearing in mind our recent experience in 
Ethiopia” and the criticism to which the Department was subjected 
in some congressional circles, I believe it is particularly important that 
in the event a legation is established in Afghanistan an adequate num- 
ber of armed guards be provided. Even if that precaution is taken 

we probably should have to rely, in case of emergency, upon the 
British for evacuation of our legation personnel by airplane. It is 
difficult to make any definite estimate of the cost of representation 
but roughly I should think it would not be less than 125,000 dollars per 
annum. 

Conclusion 
Bearing in mind the continued requests of the Afghan authorities 

for American representation in Kabul, including the most recent re- 
quest referred to in the attached telegram from Teheran, and bearing 
likewise in mind the probable imminent entry into Afghanistan of a 
considerable number of American nationals, I do not see how we can 
avoid much longer establishing a permanent legation at the Afghan 
capital. It seems to me, however, that it would be difficult to obtain 
the necessary funds to set up even the absolute minimum representa- 
tion prior to July 1, 1938. To establish a representation at Kabul 
prior to that date would involve a very heavy draft on the Depart- 
ment’s existing appropriations but it may be that we shall be obliged 
to go ahead prior to July 1, 1938, particularly if, as a result of the 
recent petroleum concession, a large number of American nationals 
enter the country. In this connection we must bear in mind that if 
American nationals enter Afghanistan in large numbers and en- 
counter difficulties with the local authorities, as may well be the case, 
we shall probably be criticized for our failure to establish American 
representation. 

Wattacre Murray 

*" See Foreign Relations, 1986, vol. 111, pp. 254 ff.
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123En3/560 : Telegram 

The Secretary of State to the Chargé in Iran (E'ngert) 

Wasuineton, September 4, 1937—3 p. m. 
43. Personal for Engert from Murray. Your 76, September 3, 

10 a. m.** Since Consul General White has only just completed his 
annual visit to Kabul no further visit from an American official would 
seem advisable at this moment. 

You might inform the Afghan Foreign Minister that in view of the 
fact that you have taken charge such a short time ago in Teheran and 
are carrying on at the Legation more or less alone it would not be 
practicable for you to be absent at this time. 

You may at the same time inform him in confidence that the Depart- 
ment has under consideration the advisability of my visiting Afghan- 
istan during a possible tour of my area which, however, in all 
probability could not take place before early next year. It would 
be my intention to visit Teheran at the same time. In case it is not 
possible for me to make the visit to Kabul it is hoped that by that 
time you will be able to go. It is furthermore possible that the De- 
partment might desire us to proceed there together in connection with 
certain important matters that must be discussed. [Murray.] 

Hun 

124.90H/80 

Memorandum by the Chief of the Division of Near Eastern Affairs 
(Murray) to the Under Secretary of State (Welles) 

[Wasuineron,] October 21, 1937. 
Referring to my memorandum of July 27, 1937, on the subject of 

diplomatic representation in Afghanistan, it is thought that you may 
be interested in the following developments in that connection: 

1. In accordance with standing instructions from the Department, 
Consul General White spent a month in Afghanistan both in 1936 
and 1937 with a view to keeping the Department informed of current 
developments. In his despatch of August 11, 1937,% reporting on his 
visit this year, Mr. White remarked that the insistence of the Afghans 
in their demand for an American Legation in Kabul was particularly 
emphatic and that the Afghan Foreign Minister, professing to “view 
the situation with alarm,” had stressed the danger of leaving a large 
investment and numerous nationals without protection by this Gov- 
ernment (a reference to the Inland Exploration Company’s activities). 
The Foreign Minister added that he would not countenance represen- 

* Not printed. 
*” J. C. White, Consul General at Calcutta.
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tation of American interests by diplomatic establishments of other 
countries. , | 

In this latter connection the British Minister, who had agreed on 
the occasion of Mr. Hornibrook’s visit in 1985 to lend his good offices 
in the event that American nationals should become involved in diffi- 
culty, frankly told Mr. White this year that he could no longer be 
‘counted on for such assistance. | 

2. In order to get together all available information in the Depart- 
ment on the question of the status of foreigners in Afghanistan a 

memorandum, dated September 3, 1937,2? was prepared. This memo- 
randum is attached in the thought that you may wish to look 
through it. 

8. The preparation of the memorandum having made clear the lack 

in the Department of accurate and up-to-date information on the 
administration of justice in Afghanistan, we have written to the Con- 
sulate General at Calcutta and the Embassies at Paris and London in 
the quest of such additional information as may be obtained infor- 
mally from the appropriate officials of the Indian, French and 
British Governments. 

4, On August 23, 1937, the late Ogden Mills, who was one of the 
participants in the Inland Exploration Company, wrote the Depart- 

ment * bespeaking its sympathetic consideration in the matter of the 
establishment of a Legation at Kabul. 

The opinion was expressed in the Secretary’s reply of September 1, 

1937,7° that our present representation in Afghanistan through the 
Legation in Teheran, the Consulate General at Calcutta and the Con- 
sulate at Karachi seemed adequate for the time being. On the other 
hand, the Secretary stated that the Department is closely following the 
development of American interests in Afghanistan and will be pre- 
pared to consider appropriate revision of our representation in the 
event of the materialization there of American interests of importance 
and permanence requiring diplomatic or consular services which can- 
not be adequately rendered under the present system. In this con- 
nection it was stated that the Department welcomes and is prepared 
to give sympathetic consideration to any information such as that 
furnished in Mr. Mills’ letter descriptive of the development of 
American activity in Afghanistan. 

More recently, we have written to Mr. Lovejoy,” President of the 
Inland Company, referring to Mr. Mills’ letter and suggesting the 
advisability of the Company’s keeping the Department informed with 
regard to its personnel in Afghanistan. 

»° Not printed. 
Letter not printed.
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5. We have just received a report * from the Consul at Karachi to 
the effect that there are now four Inland representatives in Afghanis- 
tan and that they expect to be joined before winter by Mr. Frederick 
G. Clapp, in charge of field operations, accompanied by his wife, 
daughter and an assistant, and Dr. Schenck, a paleontologist, both of 
whom will also spend part of their time in Iran. According to this 
information it would appear that for the time being the size of the 

American colony in Afghanistan will vary between the limits of four 
and nine. _ 

6. As matters stand at the present there is no particular urgency 
as to such decision as we may take on the question of our representation 
in Afghanistan. On the other hand, it is felt that if and when the 
occasion arises for a revision of our representation we should have our 
plans as clearly formed as possible in advance, and with that thought 
in mind consideration is being given to having a representative from 
the Department or the field visit Afghanistan this coming spring for 
the purpose of studying the situation and submitting appropriate 
recommendations, In the meantime we shall, of course, continue to 
follow this matter with a view to making the necessary revision of 
our plans should the occasion arise. 

In view of the budgetary angle of this matter I am furnishing a 
copy of this memorandum to Mr. Messersmith in supplementation of 
information previously submitted recommending that provision be 
made in the 1939 budget for the possible establishment of a legation in 
Kabul. 

Watiace Murray 

124.90H/40: Telegram 

The Chargéin Iran (Engert) to the Secretary of State 

TrHEran, December 27, 1937—11 a. m. 

[Received 1:10 p. m.] 

131. Personal for Murray. Arrival of new Afghan Ambassador 
here would afford suitable opportunity to mention to him third para- 
graph of your 43, September 4, 3 p. m., provided your plans are taking 
shape. 

I have not yet referred to your proposed visit to Teheran as it 
would undoubtedly be interpreted as in the nature of a special 
mission. 

ENGERT 

* Not found in Department files.
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124.90H/40 : Telegram 

The Secretary of State to the Chargé in Iran (Engert) 

WASHINGTON, January 12, 1988—1 p. m. 

3. Personal for Engert from Murray. Your 131, December 27, 11 
a.m. Since it now seems impracticable for me to make my proposed 
trip to the Near East this spring, I would suggest that you merely 
mention to the new Afghan Ambassador that you hope to be able to 
visit Afghanistan sometime this year. Letter follows. [Murray. ] 

Hutu
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CONFERENCE AT MONTREUX FOR THE ABOLITION OF THE CAPITU- 
LATIONS IN EGYPT, APRIL 12-MAY 8, 1937 

783.003/146 : Telegram 

The Minister in Egypt (Fish) to the Secretary of State 

Cairo, January 16, 1937—1 p. m. 
[Received January 16—10:15 a. m.] 

4. I have just received from the Foreign Office formal invitation 
dated today in which the Egyptian Government “invites the Ameri- 
can Government to participate, by the sending of one or more dele- 
gates furnished with the necessary powers, to the conference which 
will be held at Montreux April 12, 1937, for the purpose of concluding 
a convention between the interested powers on the one hand and Egypt 
on the other hand regarding the questions set forth” in the invitation. 

A translation of the note which is of some 400 words is being sent 
tomorrow by air mail to be telegraphed from London unless the 
Department desires it to be telegraphed direct. No mention is made 
of the presentation of more detailed proposals prior to the conference 
but I shall take up this question with the Minister for Foreign Affairs. 

isu 

783.003/149 : Telegram (part air) 

The Minister in Egypt (Fish) to the Secretary of State 

Cairo, January 17, 19387—-10 a. m. 
[Received January 21—3:30 p. m.] 

5. My telegram No. 4. The following is the translation referred to 
therein. 

“Mr. Minister: In spite of a modern political, administrative and 
economic organization Egypt remains the only country in which there 
still exists a regime for foreigners based on privileges which were 
accorded them gratuitously during the 16th century for reasons which 
have entirely disappeared. Now that the Capitulatory Powers have 
accepted elsewhere and notably in Turkey* and Iran? the abolition 

* See Foreign Relations, 1923, vol. 11, pp. 879 ff. 
* See ibid., 1927, vol. m1, pp. 567 ff. 
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of the capitulations, this regime, contrary to the principles of modern 
law, has continued in Egypt up to the present time impeding the 
evolution and progress of the country and constituting an obvious 
infringement of the sovereignty of the state and the dignity of the 
nation. 

Such a singular situation must come to an end. The Royal Govern- 
ment is convinced that the immediate return to a common justice by 
the abolition of the capitulations can be received in no other way than 
favorably by the Capitulatory Powers: the spirit of justice which ani- 
mates them, the clear comprehension of the interests involved, the 
tolerance of which they have given proofs in the solution of similar 
cases, the traditional friendship which unites them with Egypt, are 
guarantees thereof. 

With the abolition, the Royal Government will necessarily resume, 
with respect to foreigners residing in its territory its full sovereignty 
in legislative matters. 

The Royal Government moreover desires to declare that it intends 
to continue to follow in some of the matters applicable to foreigners 
the principles generally adopted in modern legislation and that es- 
pecially as regards legislation of a fiscal character it will make no 
discrimination either against foreigners or foreign firms. 

The abolition of the capitulations should likewise permit the sup- 
pression of the exceptional jurisdictions functioning as regards for- 
eigners on Egyptian territory and the exercise of full jurisdiction by 
the National Tribunals. 

However, the Royal Government is disposed to admit of the estab- 
lishment of a provisional regime of a duration to be fixed and which 
would allow the maintenance of the Mixed Tribunals under a revised 
organization and jurisdiction and the transfer to the Mixed Tribunals 
of the jurisdiction at present exercised by the Consular Tribunals. 

Anxious not only to maintain a close cooperation between foreign- 
ers and Egyptians but desirous of developing this cooperation, of 
rendering it easier and more fruitful of execution henceforth within 
the normal framework of the rules of common law established by the 
right of modern people, the Royal Government has the honor to pro- 
pose for the adherence of the Powers the recognition of the abolition 
of the capitulations as well as the establishment of a provisional 
regime during a transitory period at the expiration of which the 
Mixed and Consular Tribunals will cede to the National Tribunals 
the part which they hold in the administration of justice in Egypt. 

Consequently the Royal Government invites the American Govern- 
ment to participate, by the sending of one or more delegates furnished 
with the necessary powers, at the conference which will be held at 
Montreux, April 12, 1937, for the purpose of concluding a convention 
between the interested powers on the one hand and Egypt on the other 
hand regarding the questions set forth above. 

I should be grateful to you, Mr. Minister, if you would be so good 
as to bring the foregoing to the attention of your Government and to 
request it to give its answer in due time. 

I seize this occasion, et cetera.” Signed by the Minister for Foreign 
Affairs. 

Fis



EGYPT 617 

783.003/149 : Telegram 

The Secretary of State to the Minister in Egypt (Fish) 

WASHINGTON, January 29, 1937—6 p. m. 

8. Your 5, January 17,10 a.m. It is observed that the Egyptian 
Government proposes to terminate the capitulatory régime by the con- 

clusion of a multilateral convention. You will appreciate it would 
probably be impossible to negotiate such a convention and obtain the 
approval of the Senate thereto during the present session of Congress, 
and that at least a year would elapse before the convention could be 
brought into force in so far as the United States is concerned. Yet 
the second paragraph of your despatch 878, December 28,3 appears 
to indicate that the Egyptian Government contemplates the termina- 
tion of the capitulations as early as May 1, 1937. 

Possibly the Egyptians have in mind including in the convention 

a provision by which certain articles, or even the whole convention, 
would enter into force upon the date of signature and prior to the 
exchange of ratifications, as was done in the case of the Straits Con- 
vention signed at Montreux last summer by Turkey and other Powers.‘ 
Any such provision would be difficult, if not impossible, for this Gov- 
ernment to accept. 

On the other hand, the Egyptians may envisage the early surrender 
by the Powers, by executive action, of limited portions of their capitu- 
latory rights, such as the financial capitulations, it being understood 
that the judicial capitulations would not be altered until the pro- 
posed convention entered into force after due exchange of ratifica- 
tions. 

In any case the Department wishes to avoid being placed in a posi- 
tion of appearing to be obstructive at the forthcoming conference and 
desires to take such steps as may be necessary to enable its delegation 
to meet any reasonable proposals that may be made by the Egyptian 
Government in so far as that is possible within the framework of our 
constitutional limitations. 

The Department would appreciate receiving at your earliest con- 
venience any information you may be able discreetly to obtain, with- 
out consulting the Egyptian authorities, concerning Egyptian inten- 
tions in this regard in order that plans may be made, if necessary, to 
obtain any legislative enactments that may be required. 
Upon receipt of this information the Department will instruct you 

further with respect to the nature of the reply to be made to the 
Egyptian invitation. 

Hon 

* Not printed. 
“For correspondence, see Foreign Relations, 1936, vol. 111, pp. 28 ff.; for text of 

convention, see League of Nations Treaty Series, vol. cLxx111, p. 213. 

982609—54——40
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783.003/154 : Telegram a 

The Minister in Egypt (Fish) to the Secretary of State 

Carro, February 8, 1937—11 a. m. 
[Received 1 p. m.] 

12. Department’s 8, January 29,6 p.m. It is improbable that the 
Egyptian Government expects to conclude a treaty to go into effect 
immediately upon signature at Montreux but they hope that ratifica- 
tions will be exchanged within a few months and have in mind Octo- 
ber 15 as the latest date for the abolition of the capitulations. 

The Egyptian Government appears to envisage the abolition of 
financial and judicial capitulations at the same time. 

I do not believe that the procedure followed in the case of the 
Straits Convention has been discussed by the British and Egyptians 
as a precedent. J understand that Beckett has in view the signature 
at Montreux, in addition to and aside from the general convention, of 
an instrument regulating the Mixed Courts regime. This instru- 

ment would contain provisions bringing it into effect on October 15th 
even if the general convention shall not have been ratified by a ma- 
jority of the powers at that time. Beckett has returned to London 
and the method by which this is hoped to be accomplished has not 
been made clear to me. 

Piso 

783.003/155 : Telegram 

The Minister in Egypt (Fish) to the Secretary of State 

Carro, February 3, 1937—noon. 
[Received 1:10 p. m.] 

13. My telegram No. 6, January 18, 1 p. m.> Supplementary 
Egyptian note received this morning. Full translation about 800 
words is being telegraphed through London today. The note deals 
only with the Mixed Courts regime. 

As anticipated the Egyptians have requested more than they hope 
toobtain. Childs *is acquainted with the minimum Egypt will accept 
and to which Great Britain will consent. However, Beckett ad- 

vised me that one change occurred subsequent to Childs’ departure. 
It is with reference to the substitution of Egyptian judges in the 
Mixed Courts of First Instance to which Great Britain will consent, 
the details of which will be communicated to the Department by the 
British Embassy in Washington. 

Fisir 

_ *Not printed. | 
*J. Rives Childs, Secretary of Legation in Egypt, recently assigned to the 

Department. .
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783.003/156 : Telegram 

The Minister in Egypt (fish) to the Secretary of State 

Caro, February 3, 1937—1 p. m. 
[Received 1:40 p. m.] 

14. My telegram No. 13, February 3, noon. Following is the full 

text in translation of the note’ received from the Egyptian Foreign 
Office this morning regarding the proposals to be submitted by the 
Egyptian delegates at the Montreux Conference: 

“Mr. Minister: In continuation of my circular letter of January 16, 
1937, No. 2 cir.,® I have the honor to inform you of the essential prin- 
ciples which should form the basis of the transitional regime of which 
the Egyptian Government is willing to admit the establishment. 

1. Civil and commercial suits between foreigners of the same na- 
tionality which now fall within the competency of the Consular Courts 
shall be referred to the Mixed Courts. 

2. The jurisdiction which is exercised over penal matters by the 
Consular Courts shall be transferred in full to the Mixed Courts. In 
view of the transfer, the Egyptian Government will promulgate a 
new penal code and a code of criminal procedure, the text of which 
will be made known to the Powers. 

3. The questions of personal status over which the Consular Courts 
now have jurisdiction shall be transferred to the Mixed Courts, 
which shall apply, in such questions, the principle of the laws of per- 
sonality (national law). 

4, The increase of personnel which may be necessary to meet this 
extension of competency shall be envisaged. 

5. For the purpose of the future jurisdiction of the Mixed Courts, 
it shall be understood that the word ‘foreigner’ in the regulations of 
judicial organization shall have the same meaning in penal matters as 
in civil, commercial or personal status matters. It shall include the 
nationals of the 12 present Capitulatory Powers as well as those of the 
following 8 countries: Germany, Austria, Hungary (former Capitula- 
tory Powers), Switzerland (whose nationals have always enjoyed 
capitulations), Poland, Czechoslovakia, Rumania, Yugoslavia (states 
of which the territory or a portion of territory formed part of a coun- 
try which was formerly a Capitulatory Power). In the opinion of 
the Egyptian Government, the term ‘nationals’ should only be under- 
stood to mean, for the purposes of the convention to be established, 
nationals who possess the status of citizen but not the nationals who 
have only the status of protégé or subject (subditi). 

6. It shall be specified that the competency of the Mixed Courts 
shall henceforth be determined in civil, commercial and personal 
status matters solely by the nationality of the parties actually con- 
cerned without regard to the mixed interests which might be in- 
directly involved. 

7. The establishment of a foreign identity, the transfer of a right 
to a foreigner or the implication of a foreigner shall not give compe- 
tency to the Mixed Courts when such establishment, transfer, or 

‘Dated February 3. 
* See telegram No. 5, January 17, 10 a. m., from the Minister in Hegypt, p. 615.
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implication is for the purpose of depriving the National Courts of 
authority over such disputes. 

8. The change of nationality of a party during the course of a suit 
shall not modify the competency of the court regularly seized of the 
case. The disappearance in the course of a trial of the foreign element 
which gave competency to the Mixed Courts shall render them in- 
competent. 

9. The Mixed Courts and the National Courts may each assume 
jurisdiction in actions which, by virtue of the preceding articles, would 
be within the competence of the other jurisdiction when such actions 
are accessory to a principal action within their competence. However, 
the tribunal seized of the principal action may refer the accessory 
action to the tribunal which is normally competent, when it shall judge 
such reference to be preferable for the proper administration of jus- 
tice and conforming to the interest of the parties concerned. 

10. The National Courts may exercise their jurisdiction in civil and 
commercial matters with respect to any foreigner who consents to: 
submit himself thereto, either expressly or tacitly. The act of sub- 
mitting to the jurisdiction of a Court of First Instance shall imply sub- 
mission to the jurisdiction of the corresponding courts of higher 

egree. 
ri The Mixed Courts shall not be allowed to take cognizance, 

either directly or indirectly, of acts of sovereignty, nor may they pass. 
on the validity of the application to foreigners of a law or a decree. 
made by the Beyptian Government. Without being able to interpret 
an administrative act or to stop its execution, they shall be, however, 
competent to recognize: (1) in civil and commercial matters, all dis- 
putes concerning personal or real property between foreigners and 
the Government; (2) any action involving civil responsibility brought 
by a foreigner against the Government by reason of administrative- 
measures taken in violation of laws or regulations. 

12. The competency of the Mixed Courts in penal matters is entirely 
determined by the nationality of the accused. However, the National. 
Courts shall have over foreigners the same competency that the Mixed. 
Courts have over persons under the jurisdiction of the National Courts,. 
for crimes and misdemeanors committed directly against magistrates. 
and officers of Justice or against the execution of sentences or warrants 
as defined in articles 7 and 8 of title II of the present regulations of 
judicial organization. The Mixed and National Courts shall also have- 
authority over infractions committed by witnesses regularly sum- 
moned before them, whatever the nationality of these witnesses may be. 

13. The judgments and decrees of the mixed jurisdictions shall be: 
drawn up in Arabic and in one other judicial language. For this. 
purpose a corps of translators shall be attached to the Mixed Courts. 

14. Regarding the composition of the Mixed Courts: (a) No dis- 
tinction shall be made based on the nationality of the judges so far- 
as concerns either the composition of the chambers or the assignment. 
to different posts of the judicial organization, including the presi- 
dency of the tribunals and the chambers. Sec. (6) As soon as vacan-. 
cies shall occur through retirement, death or resignation, the foreign. 
judges shall be replaced by Egyptian judges. (c) In case the presi-. 
dency of the Court of Appeals or of the courts devolves upon a foreign. 
judge, the vice-presidency shall fall upon an Egyptian judge and vice:
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versa. The adoption of these principles will necessitate changes in 
the present regulations of judicial organization, the revised text of 
which will be submitted to the examination of the conference. I should 
be grateful if you would be good enough to bring the foregoing to 
the attention of the Government of the United States of America, 
and I seize this occasion, Mr. Minister, to renew to you the assurance 
of my high consideration. 

Wacyt Boutros Ghali, Minister of Foreign Affairs”. 

The original text of the above note is being forwarded by air mail. 
Fis 

783.003/156 : Telegram 

The Secretary of State to the Minister in Egypt (Fish) 

WasuHineTon, February 13, 1937—2 p. m. 

18. Your 4, January 16, 1 p. m. and 14, February 3,1 p.m. Please 
address the following note to the Minister for Foreign Affairs: ® 

“YT am directed by my Government to acknowledge the receipt of 
your note of January 16, 1937, setting forth the views of the Royal 
Egyptian Government respecting the termination of the capitulatory 
régime and the eventual transfer to the Egyptian courts, following a 
transitional period, of the jurisdiction now exercised by the Mixed 
Tribunals and the Consular Courts. 

My Government has noted with particular satisfaction the decla- 
ration made in Your Excellency’s note that the Royal Egyptian Gov- 
ernment intends to continue to follow, in legislative matters applicable 
‘to foreigners, the principles generally adopted in modern legislation, 
and that, especially as regards legislation of a fiscal character, it will 
make no discrimination either against foreigners or foreign companies. 
While my Government entertained no doubt that such would be the 
attitude of the Egyptian authorities, it is, of course, gratified to have 
Your Excellency’s specific assurances in this regard. 
With respect to your courteous invitation to my Government to 

participate at a conference to be held at Montreux on April 12, 1987, 
for the purpose of concluding a convention between Egypt and the 
interested Powers regarding the questions set forth in your note, I am 
instructed to assure you that the Government of the United States will 
be pleased to be represented at the proposed conference. I hope to be 
able to communicate to Your Excellency in the near future the com- 
position of the American delegation. 

I also have the honor to acknowledge the receipt of your note of 
February 2 [3], 1987, setting forth the views of the Egyptian Govern- 
ment with respect to the proposed transitional régime of the Mixed 
Courts. In this connection I am instructed to reiterate the importance 
which my Government attaches to receiving at the earliest possible 
moment the text of the proposed new penal code and code of criminal 
procedure as well as other details of the proposals which the Egyptian 
Government intends to put forward at the forthcoming conference.” 

Hun 

*This note was delivered to the Egyptian Minister for Foreign Affairs on 
February 17.
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783.008/234 

The British Embassy to the Department of State | 

Amwr-MsrmorE 

In the Anglo-Egyptian Treaty of Alliance which was signed on 
the 26th August last (Article 13 and its annex) His Majesty’s Gov- 
ernment in the United Kingdom and the Egyptian Government agreed 
to certain arrangements with a view to bringing about without delay 
the abolition of the capitulations in Egypt and to instituting a transi- 
tional régime for a reasonable and not unduly prolonged period. (A. 
copy of the Treaty is attached for convenience of reference). The 
Egyptian Government accordingly issued invitations to the Govern- 
ments of the capitulatory Powers to take part in a conference to open 
at Montreux on the 12th April next for the purpose of bringing about 
by negotiation the changes foreshadowed in the Anglo-Egyptian 
Treaty. The Department of State announced in a communiqué dated 
the 16th February ™ that the United States Government were accept- 
ing the invitation to participate in this conference. 

His Majesty’s Government have promised to support the Egyptian 
Government in persuading the capitulatory Powers to agree to the 
abolition of the capitulations in Egypt on condition that a transitional 
régime is set up in accordance with the scheme outlined in the Treaty, 
and they earnestly hope that the United States Government will re- 
ceive proposals in conformity with the Treaty scheme with the greatest 
sympathy. His Majesty’s Government agree entirely with the view 
which has been expressed by the Egyptian Government that it is an 
anachronism that Egypt should continue under modern conditions to 
be fettered to the extent that she is at present by the capitulations. 

It is understood that the Egyptian Government propose to issue 
shortly a further circular note to the Powers concerned making de- 
tailed proposals for the above-mentioned transitional régime, and it 
should be explained in this connexion that His Majesty’s Government, 
though committed to the scheme in the annex to Article 13 of the 
Treaty, are not necessarily committed on all points of detail in this 

further Egyptian note. 
The United States Government will be aware that there is a strong 

desire in Egypt to abolish the capitulations unilaterally and that 
moreover the Egyptian Government are convinced that they have a 
sound legal right to do so. While there can be no doubt that Egypt 
possesses the legal right to terminate the Mixed Courts at one year’s 
notice, His Majesty’s Government reserve for the present their atti- 

* League of Nations Treaty Series, vol. cLxxu1, p. 401. 
™ Released to the press February 17; Department of State, Press Releases, 

February 20, 1937, p. 102.
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tude with regard to the unilateral abolition of the capitulations, both 
on the political and on the legal side of the question, since the Egyp- 
tian Government are committed by their Treaty with the United 
Kingdom not to attempt to denounce either the Mixed Courts or the 
capitulations until after the holding of the capitulations Conference 
and its eventual failure. His Majesty’s Government, however, feel it 
their duty to intimate confidentially and without delay to the United 
States Government that it is by no means clear that the Egyptian Gov- 
ernment could not make a good legal case for a right to abolish the 
capitulations unilaterally. In these circumstances, His Majesty’s 
Government feel certain that the Governments of the capitulatory 
Powers will receive sympathetically the laudable willingness of the 
Egyptian Government to deal with the matter by negotiation and to 
offer a transitional régime giving guarantees to foreigners and afford- 
ing a necessary period of transition from the capitulatory to the non- 
capitulatory era. It appears to His Majesty’s Government incon- 
testable that more will be achieved by a sympathetic reception of the 
Egyptian proposals than by an attitude of obstruction. 

WasHineton, February 20, 1937. 

783.003/233 

Memorandum by the Assistant Chief of the Division of Near Eastern 
Affairs (Alling) 

| [ WasHineton,] February 23, 19387. 

Mr. Mallet, Counselor of the British Embassy, called today to com- 
municate orally and confidentially a statement from the British Em- 
bassy in Cairo. Mr. Mallet explained that at the time the Embassy 
in Cairo had furnished Mr. Childs, Secretary of the American Lega- 
tion in that city, with information concerning the proposed reorgan- 
ization of the Mixed Courts, it had been stated that during the first 
half of the proposed interim period vacancies occurring among the 
foreign judges would be filled by the appointment of new foreign 
judges. The Egyptian Council of Ministers, however, objected to this 
arrangement and held out for an arrangement under which vacancies 
among the foreign judges from the beginning of the interim period 
would be filled by Egyptian appointees. The Council of Ministers 
agreed that it would recede from its demand that vacancies among 

the foreign judges on the Court of Appeals be filled by Egyptian 
judges if the British would agree to the replacement of foreigners by 
Egyptians in the lower courts. The Egyptian Council of Ministers 
also offered to guarantee to suspend this arrangement in the event 
that the proportion of foreign judges on the Courts of First Instance 
should at any time be reduced below one-third. In order to obtain
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the consent of the Council of Ministers to other safeguards which 
‘were considered more important, the British finally agreed to the 
Egyptian proposal, the effect of which is to give the Egyptian Govern- 
ment eventually the same majority on the Courts of First Instance 
that the foreign Powers now enjoy. It is felt, however, that this con- 
cession is adequately safeguarded by continuing a majority of foreign 
judges on the Court of Appeals. 

At the time of his call Mr. Mallet left the attached document ™ 
which he stated required no acknowledgment. 

Pau. H. Artie 

783.003/177a : Telegram 

The Secretary of State to the Ambassador in the United 
Kingdom (Bingham) 

WasuHineron, March 3, 1937—2 p. m. 

66. The Legation at Cairo reports that the British and Egyptian 
Governments have in view the signature at Montreux by the Confer- 
ence “in addition to and aside from the general convention, of an in- 
strument regulating the Mixed Courts régime”. It is reported that 
the latter would contain provisions for its entrance into effect on 
October 15th while the former would become effective only after 
ratification by the signatory Powers. 

The Department would appreciate receiving at your earliest con- 
venience any information you may be able to obtain informally from 
the Foreign Office concerning the British views in this regard as well 
as any other information having to do with the means envisaged for the 
implementing of the accords which may be reached by the Conference. 

The Department wishes to avoid being placed in a position of 
appearing to be obstructive at the forthcoming Conference and de- 
sires to take such steps as may be necessary to enable the delegation 
to meet any reasonable proposals that may be made by the Egyptian 
Government so far as that is possible within the framework of our 
constitutional limitations. 

Huh 

783.003/178 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the 
Secretary of State 

Lonpon, March 6, 1937—2 p. m. 
[Received March 6—11:45 a. m.] 

124. Your 66, March 3, 2 p.m. Foreign Office states the British 
have in view the signature at Montreux of an instrument regulating 

2 Supra.
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the Mixed Courts regime which although to be an annex to the general 

convention will be an integral part thereof. It is proposed that this 

“statute for the organization of the Mixed Courts” shall be drawn up 
in the French language only to which the Foreign Office anticipate no 
objection. It is particularly desired that it become effective on Octo- 
ber 15 whether or not the general convention has by that date been 
ratified and come into force. In order to effect this a special protocol 
is proposed to provide that the statute for the organization of the 
Mixed Courts shall be effective provisionally on October 15 pending 
ratification of the general convention. In this connection the Foreign 
Office query whether the United States would be willing to sign such 
a protocol; and if the United States will not be able to sign the protocol 
whether it will object to its signature by the other interested powers. 
Tt was stated that Ambassador Lindsay has been instructed by mail 
to discuss this question in detail with the Department. 

The British will endeavor to have the conference adopt English 
and French only as the official languages for the general convention. 
If any considerable opposition, however, should develop in the en- 
deavor to have other languages likewise used as official texts the 
British will not press the matter and will be willing to have French 
only as the official text. To this it is believed there would be no 
objection. 

BINGHAM 

783.003/179a : Telegram 

The Secretary of State to the Minister in Egypt (Fish) 

WasuHineton, March 8, 1937—5 p. m. 

21. The Department would appreciate any information it may be 
possible for you to obtain regarding the proposed organization of the 
Capitulations Conference including in particular the language or 
languages of the Conference, the choice of a presiding officer and the 
provisions which the Egyptian Government proposes to make for an 

adequate corps of interpreters. The Department desires to receive 
also any recommendations you may offer with regard to these ques- 
tions. In any discussions you may have on the subject with the ap- 
propriate Egyptian authorities you may stress the desirability of the 
recognition of English as an official language of the Conference as 
well as the importance of the organization of the Conference in order 
to make readily and promptly available English texts of the records 
of its proceedings. 

Houta
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783.003/236 

Memorandum by the Assistant Chief of the Division of Near Eastern 
Affairs (Alling) 

[Wasuineton,] March 11, 1987. 

Mr. Mallet, Counselor of the British Embassy, called today to 
furnish certain observations of the British Government respecting 
the proposed termination of the capitulations in Egypt. Reading 
from a Foreign Office instruction Mr. Mallet stated that, as we knew, 
the British and Egyptian Governments had come to an agreement 
with respect to certain aspects of the termination of the capitulatory 
régime. The points upon which agreement had been reached had 
been communicated to Mr. Childs, Secretary of the American Lega- 
tion at Cairo. The instruction went on to say that His Majesty’s 
Government would not be so frank in communicating its attitude to 
other governments. Continuing to read Mr. Mallet stated that the 
Egyptian circular note of February 3, 1937, had set forth the Egyp- 
tian demands respecting the termination of the capitulations. It 
would of course be left to the capitulatory Powers to state at the Con- 
ference the guarantees and assurances which they in turn would ask. 
The Egyptian note of February 3 set forth certain points, but not all, 
upon which the British and Egyptians had come to an agreement 
during conferences at Cairo. It was to be observed, however, that the 
Higyptian note stated these points in more general and more vague 
terms than had been agreed upon in the Cairo conferences. 

The Foreign Office had learned of a conversation between the Amer- 
ican Minister at Cairo and Mr. Kelley, Counselor of the British 
Embassy at that capital, regarding possible difficulties which the 
United States Government might encounter in agreeing to the institu- 
tion of a new régime in Egypt prior to the ratification of the proposed 
convention respecting that régime. It was the understanding of the 
Foreign Office that the present session of Congress might end in June 
and that it would be difficult, if not impossible, for the United States 
Government to submit the proposed treaty to the Senate and obtain 
the advice and consent of that body during the present congressional 
session. The British Government sincerely hoped that such ratifica- 
tion by the United States Government could be obtained during the 
coming summer but it was fully realized that that might be impossible. 

The British Government felt that the proposed convention should 
contain a provision for its entrance into force upon its ratification 
by a certain number of Powers, it being understood that the conven- 

* See telegram No. 14, February 3, 1 p. m., from the Minister in Egypt, p. 619.
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tion would enter into force only as between those Powers which had 
ratified. In this connection the British Government felt that the 
Egyptian Government would have a good case politically and possibly 
even legally (although no final decision had been reached by the 
Foreign Office on this latter point) for the unilateral termination of 
the capitulatory régime if one or more Powers proved obstructive 
during the coming Conference. In this connection the Foreign Office 
called attention to paragraph 4 of the Annex to Article 13 of the 
Anglo-Egyptian Treaty. As a matter of convenient reference the 
paragraph in question is quoted as follows: 

“Tt is understood that in the event of its being found impossible to 
bring into effect the arrangements referred to in paragraph 2, the 
Egyptian Government retains its full rights unimpaired with regard 
to the capitulatory régime, including the Mixed Tribunals.” 

Mr. Mallet went on to say that it had been contemplated that in the 
event of the failure of a certain number of Powers to ratify the con- 
vention and thus bring it into force as respects such Powers, a protocol 
would be signed, not subject to ratification, and that such protocol 
would bring the proposed new judicial régime into force provisionally 
and pending ratification of the convention. The Foreign Office in- 
quired whether the United States Government would be in a position 
to sign such a protocol and if not whether it would raise objection to 

signature by other Powers. 
The instruction went on to state that in the event the United States 

Government showed its good will by signing the convention but proved 
to be unable to ratify because Congress was not in session arrangements 
could probably be made without great difficulty for a continuation for 
a short period of American consular jurisdiction. It was desired, 
however, if at all possible, to bring the proposed new judicial régime 
into operation on October 15, 1987 so that it could be applied at the 
beginning of the new Egyptian judicial year. 

It was pointed out to Mr. Mallet that consideration was now being 
given to certain of the questions which he raised and that as soon as 
any decision had been reached we should be glad to communicate 
with him. At the same time it was pointed out that it would be most 
helpful to this Government if the Foreign Office could find it possible 
to furnish the Department with any drafts, even tentative or provi- 
sional, of proposed new articles for the Reglements d’Organisation 
Judiciaire. Mr. Mallet made note of this request and said that he 
would take up the question with the Foreign Office. 

. P[avut] H. A[tiie]
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783.003/185 : Telegram 

The Mimster in Egypt (Fish) to the Secretary of State 

Catro, March 13, 1937—8 p. m. 
[Received March 183—11: 40 a. m.] 

26. Department’s telegram No. 21, March 8, 5 p.m. The Minister 
for Foreign Affairs assured methismorning that: 

1. English and French will be official languages of the conference. 
2. Arrangements are being made by Egypt to obtain efficient inter- 

preters from the League of Nations and, 
3. The presiding officer has not been chosen but will be agreed upon 

before the Egyptian delegation leaves Egypt and will probably be a 
delegate from one of the lesser Capitulatory Powers. The Foreign 
Minister indicated that the presiding officer would not be Italian, 
French, British or Egyptian. Besly “ states that even if objections 
were raised to English as an authoritative language of the treaties to 
be signed the British “cannot give in on this point”. 

One of the principal discussions at the conference will probably 
center around the charter of the Mixed Courts, a draft revision of 
which will be submitted in French to the conference at an early meet- 
ing and can probably be translated in half a day. 

Fisu 

783.003/239 

The Secretary of State to President Roosevelt 

WasuHineton, March 19, 1937. 

My Dear Mr. Presipent: Pursuant to your authorization, the Gov- 
ernment of Egypt has been informed that the Government of the 
United States will be officially represented at the Conference called 
by the Government of Egypt to meet at Montreux, Switzerland, on 
April 12, 1937, for the purpose of concluding a convention to provide 
for the termination of the capitulatory or extraterritorial rights which 
the United States and its nationals, in common with the governments 
and nationals of eleven other countries, now enjoy in Egypt. The 
principal capitulatory rights now enjoyed by the United States in 
Egypt are: 

1. Exclusive jurisdiction of American consular and ministerial 
courts over American nationals, in accordance with the laws of the 
United States, in the following categories of cases: 

(a) All cases in which American nationals are charged with 
crimes or offenses, except (1) minor police offenses; (2) fraudu- 
lent bankruptcy, and (3) offenses against judges and other officers 

* Legal Adviser to the British Embassy in Egypt.
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of the Mixed Courts of Egypt, or directed against the execution 
of the Courts’ functions. The three excepted classes of cases are 
within the jurisdiction of the Mixed Courts. 

(6) All civil cases in which all parties are American nationals. 
(c) All suits against American nationals involving questions 

of their personal status, including marriage, divorce, decedents’ 
estates, guardianship, et cetera. 

9. Inviolability of domicile. Prohibition against search of houses 
of American nationals without first notifying the American Consul 
and giving him opportunity to be present during the search. 

3. Exemption of American nationals from all direct taxes without 
the consent of the Government of the United States. 

4, Right of the Government of the United States to request recon- 
sideration of any Egyptian law which has been approved by the legis- 
lative Assembly of the Mixed Court of Appeals as applicable to 
capitulatory nationals. 

The first two rights listed above, namely, the judicial capitulations 
and the inviolability of domicile were derived originally from the 
Treaty of Commerce and Navigation concluded on May 7%, 1830,% be- 
tween the United States and the former Ottoman Empire, of which 
Egypt was then a part. The right of inviolability of domicile was 
reaffirmed in a protocol between the United States and Turkey signed 
on August 11, 1874.* While the Treaty of 1830 is no longer in force 
between the United States and Turkey, that treaty and the protocol 
of 1874 are still in effect between the United States and Egypt, at 
least so far as concerns the capitulatory rights in question, and it 
would seem therefore that the termination of those rights on the part 
of the United States should be effected by a formal treaty, with the 
advice and consent of the Senate, or by an act of Congress approved 
by the President. The third and fourth rights listed above, however, 
are not based on treaty and their relinquishment by this Government 
would appear to be within the discretion of the President. 
From information which the Department has obtained informally 

from the Egyptian and British Governments, it seems probable that 
an effort will be made at the Conference to conclude (1) a convention 
providing specifically for the termination of the capitulatory régime 
and the transfer to the Mixed Courts of Egypt of all jurisdiction now 
exercised by the consular courts, with such guarantees or safeguards 
for the protection of former capitulatory nationals as may be agreed 
upon; (2) an annex to the convention, but forming an integral part 
thereof, revising the regulations of the Mixed Courts to provide for 
their enlarged jurisdiction and their eventual transition to the status 
of native courts of Egypt, and (3) a separate protocol to provide that 

* William M. Malloy (ed.), Treaties, Conventions, etc., Between the United 
States of America and Other Powers, 1776-1909 (Washington, Government Print- 
ing Office, 1910), vol. 11, p. 1318. 7 

* Foreign Relations, 1874, p. Xxt. -
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the revised regulations of the Mixed Courts shall become effective not 
later than October 15, 1937, without regard to whether the convention 
shall have entered into force at that time. | 

If the plan outlined above should be carried out, the Governments 
who sign the proposed protocol will have surrendered their principal 
capitulatory rights without waiting for the ratification of the con- 
vention. Since that course would be equivalent to a declaration by the 
signatories of the protocol that ratification of the convention is not 
essential to their acquiescence in the termination of their principal 
capitulatory rights in Egypt, it is apparent that the Government of 
the United States would not be warranted in signing the proposed 
protocol, since the capitulatory rights of the United States derived 
from treaties could be relinquished only by a formally ratified treaty 
or by an act of Congress. 

The Department is of the opinion, however, that if the other prin- 
cipal capitulatory powers should sign the proposed protocol, this Gov- 
ernment would be fully authorized legally to declare that, while the 
United States could not sign the protocol, it would be prepared to give 
practical effect to its provisions, pending formal ratification of the 
convention by the United States, by suspending the jurisdiction of 
the American consular and ministerial courts in Egypt and permitting 
their Jurisdiction to be transferred to the Mixed Courts of Egypt. 

This opinion is based on the fact that the President is now author- 
ized by the Act of Congress approved March 23, 1874," to suspend the 
exercise of the judicial functions of American consular and diplo- 
matic officers in Egypt 

“whenever the President of the United States shall receive satisfac- 
tory information that the ... Government ... of Egypt has or- 
ganized other tribunals on a basis likely to secure to citizens of the 
United States in their domains the same impartial justice which they 
now enjoy there under the judicial functions exercised by the minister, 
consuls, and other functionaries of the United States pursuant to the 
Act of Congress approved the 22nd of June, 1860,% entitled ‘An 
Act to carry into effect provisions of the treaties between the United 
States . . . and other countries giving certain judicial powers to min- 
isters and consuls or other functionaries of the United States in those 
countries and for other purposes|’].” 

By virtue of the authority contained in the Act of 1874, President 
Grant issued a proclamation on March 27, 1876, the pertinent part of 
which reads as follows: 

“And whereas satisfactory information has been received by me 
that the Government of Egypt has organized other tribunals on a 
basis likely to secure to citizens of the United States in the dominions 

18 Stat. (pt. 3) 23. 
12 Stat. 72. 

* 19 Stat. 662, or Foreign Relations, 1876, p. 1.
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subject to such Government the impartial justice which they now en- 
joy there under the judicial functions exercised by the minister, consuls 
or other functionaries of the United States pursuant to the said Act 
of Congress approved June 22, 1860: 

“Now, therefore, I, Ulysses S. Grant, President of the United States 
of America, by virtue of the power and authority conferred upon me 
by the said Act approved March 23, 1874, do hereby suspend during 
the pleasure of the President the operation of the said Act approved 
June 22, 1860, as to the said dominions subject to the Government of 
Egypt in which such tribunals have been organized, so far as the 
jurisdiction of said tribunals may embrace matters now cognizable 
by the minister, consuls, or other functionaries of the United States 
in said dominions, except as to cases actually commenced before the 
date hereof.” 

The tribunals referred to in the above quoted proclamation were 
the Mixed Courts of Egypt, which were established in 1875 by agree- 
ment between the Government of Egypt and the capitulatory powers, 
including the United States.2° Since the jurisdiction of the Mixed 

Courts at the time of their establishment included only a small part 
of the jurisdiction theretofore exercised by the consular courts, the 
jurisdiction of the latter was suspended by the proclamation quoted 
only “so far as the jurisdiction of said tribunals may embrace matters 
now cognizable by the minister, consuls, or other functionaries of the 
United States in said dominions, except as to cases actually com- 
menced before the date hereof.” ‘The proposed protocol, however, 
will provide for the transfer of all the remaining judicial jurisdiction 
of consular and diplomatic officers in Egypt to the Mixed Courts, in 
accordance with the revised regulations to be incorporated as an an- 
nex to the convention. Assuming that the protocol will become effec- 
tive, the Mixed Courts of Egypt will then be vested with all of the 
jurisdiction now exercised by American consular courts. There 
would accordingly appear to be no doubt of your authority under the 
Act of March 23, 1874, to suspend the American consular jurisdiction 
now exercised in Egypt, such suspension to continue during your 
pleasure and to be converted into a definite relinquishment of the 
judicial capitulatory rights of this Government upon the formal rati- 
fication of the proposed convention. 

The Department is of the opinion that every reasonable effort should 
be made to cooperate with the Egyptian Government and the other 
capitulatory powers for the realization of the Egyptian Government’s 
desire to be freed from the burden of the capitulatory régime, since 
such cooperation would be thoroughly in accord with our good neigh- 
bor policy. For that reason and in order to avoid the raising of any 
question as to the legal right of the Egyptian Government unilaterally 
to terminate the capitulatory régime,—a right which the Egyptian 

” See Foreign Relations, 1874, pp. 1126-1192, passim.
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Government appears to have reserved by the terms of the Anglo- 
Egyptian Treaty of August 26, 1936,—it 1s respectfully recommended 
that I be authorized to instruct the American Delegation to the Confer- 
ence, which plans to leave Washington on March 30, 19387, to give to the 
Egyptian Delegation assurances in the sense of the views expressed 
herein.” 

Faithfully yours, CorpeLL Huu. 

783.003/193a 

The Chief of the Division of Near Eastern Affairs (Murray) to the 
Minister in Egypt (Fish) 

WasHIneTon, March 23, 1937. 

Dear Jupes Fisu: I trust that the official instructions which have 
been prepared for your use at the Conference will prove helpful and 
that you will find answered therein a good share of the questions which 
are likely to arise. Of course, we realize that some points are likely to 
come up which will not be fully covered by the instructions, but we 
hope that even in these cases the general nature of our policy will en- 
able you to work out a satisfactory answer to the problem. 

As you know, the information which the British Embassy in Cairo 
was good enough to furnish us in strict confidence has been of great 
assistance to us in understanding the general background of the situa- 
tion with which we shall be confronted at the Conference. This infor- 
mation has been supplemented by additional oral statements made to 
us by the British Embassy here in Washington, acting on instructions 
from the Foreign Office. We in turn have considered it desirable to 
acquaint the British Embassy here with the general background of our 
policy with respect to the more important questions which are likely 
to arise at the Conference, and I see no reason why this exchange of 
information should not be continued at the Conference itself. For 
example, I can see that it might be advantageous for our delegation to 
acquaint certain of the British experts, such as Besly and Beckett, 
with some of our ideas. I believe that none of our proposals would be 
unacceptable to the British and that by a frank exchange of views we 
might be able to induce them to get behind certain of our ideas. _ Please 
feel free, therefore, to discuss with the British representatives such 
matters affecting our mutual interests as you consider proper and 
helpful. 

I wish you the fullest measure of success during the deliberations of 
the Conference and you may be sure that we shall ever be ready to 
help you in any way we can. 

Sincerely yours, Watuace Murray 

* Marginal note: “C. H. Approved, F. D. R.” 
* Post, p. 634.
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783.003/194: Telegram | . 

The Minister in Egypt (fish) to the Secretary of State 

Cairo, March 26, 1937—3 p. m. 
[Received 4:17 p. m.] 

34, Department’s 30, March 23 [24], 6 p.m.” The British Embassy 
handed me yesterday afternoon a draft in French of the proposals 
relative to the Mixed Courts which the Egyptians will submit to the 
conference for inclusion in the general convention to be signed there 
and a complete draft in French of the new charter of the Mixed Courts. 
The convention proposals included : 

(1) the transitional period to begin on October 15, 1937, and to end 
on October 14, 1949; 

(2) the number of judges of the various Mixed Courts will be speci- 
fied at the conference but may be subsequently changed with the con- 
sent of the Court of Appeals; 

(3) foreign vacancies in the Court of Appeals will be filled 
throughout the transitional period by foreign judges from the Courts 
of First Instance but all vacancies in the Courts of First Instance will 
be filled by Egyptians, although the number of foreign judges in each 
Court of First Instance must always be not less than one third of the 
Judges of that court; | | 

(4) no distinction based on nationality shall be made in the com- 
position of the chambers or the presidencies of any of the courts; 

(5) the Procurer General and one assistant must be foreigners; 
(6) the Procurer General shall have supervision of all prisons for 

foreigners; : 
(7) personnel of the Mixed Courts and Mixed Parquet in the service 

on October 14, 1937 shall be retained. 
All vacancies in the Mixed Courts will be filled by Egypt acting 

independently. 

Important changes proposed in the charter of the Mixed Courts 
are as follows: 

(1) decisions shall be rendered in Arabic or any other judicial 
language, English, French, or Italian; 

(2) the word foreign is defined as in Egyptian note of February 3; 
(3) personal status matters shall come within the competence of the 

Mixed Courts; 
(4) the National Courts may exercise jurisdiction over all who ex- 

pressly or tacitly consent thereto; 
(5) mixed interests do not in general give competence to the Mixed 

Courts; 
(6) Egyptian corporations with serious foreign interests shall be 

subject to the Mixed Courts unless they have accepted the jurisdiction 
of the National Courts; 

(7) the Mixed Courts shall have competence in bankruptcy cases 
if one of the creditors is a foreigner ; 

= Not printed. 

§82609—54——41
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(8) all criminal jurisdiction over foreigners is transferred to the 
Mixed Courts; 

(9) cases pending on November 1, 1937, shall remain in the court 
where begun and all decrees pronounced prior to that date shall be 
enforced ; 

(10) a suggested translation of revised article 11 is as follows: The 
Mixed Courts may not entertain jurisdiction directly or indirectly 
over acts of mediation. They may neither pass on the validity of the 
application to foreigners of Egyptian laws or regulations nor judge 
whether Egyptian legislation is incompatible with the principles 
generally adopted in modern legislation or whether such legislation 
establishes a discrimination against foreigners. Moreover, they may 
not give decisions affecting the ownership of the public domain. But 
without power to interpret an administrative act or stop its execution 
they shall nevertheless be competent to recognize: 

(1) in civil and commercial matters all suits between foreigners 
and the state involving movable or immovable property; and 

(2) all actions in civil responsibility instituted by a foreigner 
against the state by reason of administrative measures taken in 
violation of the laws or regulations, 

The British appear to have agreed to the convention proposals but 
not to all of the charter proposals. 

The texts and suggested translations of the two drafts are being 
forwarded by air mail. 

Fis 

783.003/197 

The Seoretary of State to the Minister in Egypt (Fish) 

Wasuineton, March 380, 1987. 

Sir: 1. Referring to previous instructions regarding your designa- 
tion as American Delegate at the Conference for the Revision of the 
Capitulations in Egypt to be held at Montreux beginning April 12, 
1937, I take pleasure in informing you of the general nature of this 
Government’s policy with respect to the proposed termination of the 
capitulatory régime in Egypt. 

2. First of all I conceive it to be self-evident that the capitulatory 
régime in Egypt is an institution which we must acknowledge to be 
no longer in accordance with the spirit of the times nor essential for 
the effective protection of legitimate American interests in Egypt. 
The termination of that régime, under proper provisional safeguards, 
is moreover in accordance with the fixed policy of this Government, 
often repeated, of establishing its relations with foreign countries on 
a basis of friendship, in accordance with the precepts of modern in- 
ternational law, and without seeking to obtain for American nationals 
or interests any special privileges or favors.
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3. In approaching the problems which will be raised at the Con- 
ference I desire you, therefore, to adopt a sympathetic and liberal 
attitude toward the aspirations of the Egyptian Government. At 
the same time you will, of course, endeavor to obtain such guarantees 
and safeguards as may be considered essential for the proper protec- 
tion of American interests, particularly with respect to the proposed 
reform of the Mixed Tribunals. It is my view, however, that the 
American Delegation should avoid taking the lead in discussing the 
various problems which will arise at the Conference. I am sure that 
this policy will commend itself to you since it is strictly in accordance 
with the attitude which this Government has long adopted with re- 
spect to Egyptian matters and is in consonance with the relative un- 
importance of American interests in Egypt. The maintenance of 
such a policy, taken in conjunction with the known absence of Ameri- | 
can political interests in Egypt, will, I believe, place the American 
Delegation in a position to assist in reconciling divergent points of 
view and thus contribute to the successful termination of the Con- 
ference. 

_ 4, At some appropriate moment during the early meetings of the 
Conference you may make a statement along the lines of the 
attached draft (Enclosure A), making such minor alterations therein, 
without changing materially the substance, as may be required by the 
atmosphere of the Conference and current developments. 

5. It is my understanding that an effort will be made at the Con- 
ference to provide for the use of English as one of the official lan- 
guages. You wiil, of course, give such a proposal your full support. 

6. Of the strictly capitulatory privileges which the Egyptian Gov- 
ernment desires to terminate one of the most important is that which 
requires the formal consent of the Capitulatory Powers to the taxa- 
tion of their nationals. The treaty basis for this privilege appears to 
be vague and it seems probable that the Powers acquired the right, 
to a large extent, by custom and usage. Moreover, on several occa- 
sions this Government has consented to the application to American 
nationals of specific taxation by the Egyptian Government. In view 
of these circumstances no objection is perceived to the surrender by 
this Government, at the same time similar surrender is made by all 
the other Capitulatory Powers, of the privilege of requiring that its 

- gonsent be obtained before Egyptian taxes are levied upon American 
nationals. At the appropriate moment during the proceedings of 
the Conference you are authorized to make a declaration to that effect. 
A draft of such declaration is enclosed (Enclosure B) for your use. 
In the event the Egyptian Delegation expresses a desire to receive a 
written statement covering this point you are authorized to furnish 
such a statement in accordance with the attached draft.
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7. In connection with the proposed surrender of the right of Amer- 
ican nationals to exemption from Egyptian taxation except upon the 
consent of this Government, your attention is invited to paragraph 
6 of the Annex to Article 13 of the Anglo-Egyptian Treaty of August 
26, 19386, wherein the Egyptian Government gave its assurance that 
no Egyptian legislation made applicable to foreigners, with particular 
reference to legislation of a fiscal character, would discriminate against 
foreigners or foreign corporate bodies. You will recall that a similar 
assurance was contained in the Egyptian Circular Note of January 16, 
1937, and referred to in the Department’s telegram of February 18, 
1937, accepting the invitation of the Egyptian Government to attend 
the Conference at Montreux. Particular importance is attached to 
obtaining a further reaffirmation of this assurance by incorporating 
it in the proposed multilateral convention, and I desire you to exert 
your best efforts to that end. 

8. Another capitulatory right which the Egyptian Government is 
understood to be desirous of terminating is that with respect to 
the domiciliary visit of capitulatory nationals and inviolability of 
the capitulatory national’s domicile. American nationals long enjoyed 
this privilege under the most-favored-nation clause of the American- 

Ottoman Treaty of 1830 and the right was specifically reaflirmed by 
the American-Ottoman Protocol of August 11, 1874. According to 
Scott (The Law Affecting Foreigners in Egypt, James Harry Scott, 
Edinburgh, 1908; pp. 155-156), this privilege is granted most clearly 
in Article 70 of the French Capitulation of 1740,” reading in transla- 
tion as follows: 

“A gents of justice and officers of my Sublime Porte, as well as police, 
may not, except in case of necessity, enter by force a house where a 
Frenchman resides; and in case such entry is required, the ambassador 
or the consul will be advised, in those places where there are such 
officials, and the place in question will be visited with the persons dele- 
gated on their behalf; and if anyone contravenes this provision, he will 
be punished.” 

9. Inasmuch as the right of inviolability of domicile is derived from 
our treaty with Turkey it cannot be definitely surrendered except by a 
formal treaty with Egypt. It is assumed that provision for such 
surrender will be made in the proposed multilateral convention. How- 
ever, if the Egyptian Government insists upon the suspension of such 
right pending the entrance into force of the proposed convention, and 
under such safeguards as may be agreed upon (a:, for example, an 
arrangement that the foreigner’s domicile may be visited only by the 
proposed judicial police) you are authorized to declare that the 

* For text, see Le Baron I. de Testa, Recueil des traités de la Porte Ottomane 
avec les puissances étrangéres depuis le premier traité conclu, en 1536, entre 
Suléyman I et Frangois I jusqu’d nos jours (Paris, 1864), vol. 1, p. 186.
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United States will suspend its right in this regard until such time as 
the proposed Convention has come into force, upon the understanding 
that a similar suspension, or a complete surrender of the right, will be 
made simultaneously by all the other Capitulatory Powers. <A draft 
declaration in this sense is enclosed for your use (Enclosure C). In 
the event the Egyptian Delegation requires this declaration to be made 
in written form you are authorized to furnish such a written 
statement. 

11. [sée] It is assumed that the Egyptian Government will pro- 
pose the abrogation of the Khedivial Decree of January 31, 1889, 
and the Law of November 11, 1911,% conferring certain legislative 
powers on the General Assembly of the Mixed Court of Appeals and 
upon the so-called Legislative Assembly of that body. You are au- 
thorized to state that your Government will raise no objection to the 
abrogation of these acts, insofar as the United States is concerned, to 
the extent that, and at the same time as, similar abrogation is agreed 
upon by the other Capitulatory Powers. 

12. In the event the question should be raised as to the termination 
or suspension of other capitulatory rights, derived not from treaties 
but from custom and usage, you are authorized to declare the willing- 
ness of the United States Government to suspend the exercise of such 
rights, pending the entrance into force of the multilateral convention, 
to the extent that, and at the same time as, those rights are suspended 
or terminated by the other Capitulatory Powers. 

13. From reports received from the Legation at Cairo as well as 
from the Embassy at London and other sources, it appears to be the 
intention of the Egyptian Government to propose the signature at 
Montreux of an instrument regulating the Mixed Court régime, 
which, though it will be an annex to the proposed multilateral con- 
vention, will be an integral part thereof. It is apparently the desire 
of the Egyptian Government that this proposed “statute for the organ- 
ization of the Mixed Courts” become effective on October 15, 19387, 
whether or not the multilateral convention of which it forms an annex 
has by that date been ratified and come into force. In order to ac- 
complish this it is proposed that a special protocol be signed providing 
that the statute for the organization of the Mixed Courts shall be 
effective provisionally on October 15, 1937, pending the ratification 
of the multilateral convention. 

14. It is apparent that the signature by the United States of such a 
protocol would bring into force an integral portion of the multi- 

lateral convention. Such action, if taken prior to the entrance into 

* For French text, see J. A. Wathelet and R. G. Brunton, Codes Egyptiens 
et Lois Usuelles en vigueur en Egypte (4th ed., 1936), p. 25. 
p 3 onw No. 17 of 1911, or article 12 of the Civil Code for the Mixed Courts, ibid.,
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force of the latter instrument, would be clearly contrary to American 
constitutional practice. Although this Government has no objection 
to the signature of the proposed protocol by the other Powers, it 
cannot authorize you tosign such an instrument. 

15. Although this Government is obliged to take the position out- 
lined it is anxious to avoid appearing obstructive in this matter or of 
giving an excuse to other Powers, not similarly bound by constitu- 
tional restrictions, to insist upon a delay and thus possibly jeopardize 
the successful outcome of the Conference. Under the circumstances it 
is proposed to meet the exigencies of the situation, insofar as Ameri- 
can nationals are concerned, in a practical manner. Accordingly, the 
approval of the President has been obtained to the temporary sus- 
pension, pending final action on the proposed multilateral convention, 
of extraterritorial jurisdiction over American nationals by American 
consular officers in Egypt and the transfer of such jurisdiction, under 
such arrangements as may be made at the Conference, to the Mixed 
Courts. This action would be taken under the authority conferred 
on the President by the Act of March 23, 1874. Accordingly, at the 
appropriate time you are authorized to inform the Egyptian Dele- 
gation that, if and when substantially similar action is agreed upon 
by the other Powers, this Government is prepared to suspend the 
exercise of extraterritorial jurisdiction over American nationals by 
American consular and diplomatic officers in Egypt, to the extent that 
such extraterritorial jurisdiction is abridged or terminated in accord- 
ance with the decisions of the Conference. If a written assurance in 
this matter is requested by the Egyptian Delegation you may 
furnish such assurance in accordance with the enclosed draft 
(Enclosure D). 

16. With respect to the attitude to be adopted by the American 
Delegation toward the proposals outlined in the Egyptian Govern- 
ment’s circular note of February 3, 1937, you will be guided by the con- 
siderations set forth in the accompanying memorandum (Enclosure 
EK). This memorandum will also furnish you guidance on other 
questions likely to arise at the Conference respecting the alteration 
and amendment of the Réglement d’Organisation Judiciaire and cer- 
tain other matters of a subsidiary nature. If questions arise in con- 
nection with other matters of an important character, not covered 
by the present instruction or by the accompanying memorandum, 
you will of course seek the Department’s views before taking any final 
action. | 

17. You are authorized to sign on behalf of this Government the 
proposed multilateral convention with the annexed revised Réglements 

d’Organisation Judiciaire, provided those documents embody the 

* Not printed. - |
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essential provisions set forth in the present instruction and accom- 
panying memoranda, or in such further instructions as may subse- 
quently be given to you. 

18. I am confident that you will use your best endeavors to bring 
the Conference to a successful conclusion and that the results of your 
negotiations will serve further to increase the friendly relations exist- 
ing between the United States and Egypt. 

Very truly yours, CorveLtt Hun 

[Enclosure A] 

Draft Statement 

On behalf of the President of the United States I take great pleas- 
ure in expressing to His Excellency the Chairman of the Delegation 
of the Royal Egyptian Government the satisfaction with which my 
Government responded to the invitation of the Royal Government to 
participate in a Conference of the Capitulatory Powers for the re- 
vision of the extraterritorial régime in Egypt, including provision 
for the institution of a transitional period for the Mixed Court régime. 

: My Government accepts it as a happy augury for the success of this 

Conference that the Royal Egyptian Government, as one of its first 
international acts following the exchange of ratifications of the Anglo- 
Egyptian Treaty of Friendship and Alliance, chose to seek a revision 
of its international obligations through friendly negotiation with the 
interested Powers. 

In conformity with that purpose the Royal Egyptian Government 
graciously extended an invitation to my Government and the Govern- 
ments of the other Powers exercising capitulatory rights in Egypt 
to be represented at this Conference to consider the revision of those 
rights. The Royal Government has proposed specifically the establish- 
ment of a provisional régime for the Mixed Tribunals at the conclu- 
sion of which the jurisdiction now exercised by them, as well as that 
which it is proposed to transfer to them, will be delegated to the Na- 
tional Courts. Such a gradual transfer of jurisdiction as is proposed 
is, in the opinion of my Government, likely to cause the minimum of 
disturbance and unsettlement to the Egyptian and other interests 
which will be affected. 

The policy of the Good Neighbor which the President of the United 
States has announced as that which my Government would pursue in 
its international relationships would in itself have disposed my Gov- 
ernment to regard most sympathetically the announced purposes of 
the Royal Egyptian Government. When to these considerations there 
is added, in evidence of the Royal Egyptian Government’s attachment 
to the orderly processes of international law, the resort of that Govern-
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ment to friendly negotiation for the revision of obligations which 
have come to bear more and more heavily upon it, the Government 
of the United States is prompted to give the most unequivocal assur- 
ances of the sympathy with which it regards the aims and purposes 

| of this Conference. 
In conformity with that spirit I am authorized by the President 

of the United States to announce to the Delegation of the Royal 
Egyptian Government, and my colleagues of the Delegations of the 
Capitulatory Powers, that the Government of the United States will 
seek in the revision of the extraterritorial régime in Egypt, including 
the establishment of a transitional period for the Mixed Courts, no 
exclusively national interests. It will have regard rather for the 
mutual interests of all the Powers concerned, including in particular, 
of course, those of the Government most concerned, Egypt. 

As regards the Mixed Courts, it should be manifestly in the interest 
of Egypt, as of the Capitulatory Powers, that in the agreement to be 
concluded provision be made for a transitional régime for those Courts 
which will occasion the least disturbance to Egyptian, no less than to 
the foreign, interests involved. My Government’s paramount interest 
is in the insurance of the competent administration of justice which 
has characterized the Egyptian Mixed Courts since their foundation. 

The American Delegation will be guided in its proposals and in its 
discussions solely by the considerations which I have set forth. It is 
in this spirit that the American Delegation approaches the work of 
the revision of the extraterritorial régime in Egypt, confident that 
the work of the Conference will be brought to a successful conclusion. 

[Enclosure B] 

Declaration Concerning Financial Capitulations 

_ The Government of the United States declares that pending ratifi- 
cation on its part of the Convention, it will refrain from exercising its 
right to object to the taxation by the Egyptian Government of Ameri- 
can nationals and corporations in Egypt, provided such taxes shall not 
be different or higher than those that are exacted of and paid by 
Egyptian nationals and corporations, and provided further that such 

taxes shall be applicable to all foreigners and foreign corporations 
on the basis of absolute equality. 

[Enclosure C] 

Declaration Concerning Domiciliary Visits 

_ The Government of the United States declares that pending rati- 
fication on its part of the Convention, it will refrain from exercising
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its right to object to domiciliary visits of its nationals in Egypt by 
agents of the Egyptian Government provided such agents shall be 
members of the judicial police set up in accordance with Article . . of 
the Convention and such visits shall take place under the conditions 
specified in Article .. of the amended Statute of the Courts and 
provided further that all other foreigners in Egypt without exception 
shall be subject to such domiciliary visits. 

[Enclosure D] 

Declaration Concerning Consular Jurisdiction 

The Government of the United States declares that pending the 
ratification on its part of the Convention it will suspend the extra- 
territorial jurisdiction of its consular and diplomatic officers in Egypt 
over American nationals and corporations provided the other Capitula- 
tory Powers agree at the same time and under the same conditions to 
suspend the extraterritorial jurisdiction in Egypt of their consular 
and diplomatic officers over their nationals and corporations. 

783.003 /202 : Telegram 

The Secretary of State to the Chairman of the American Delegation 
to the Capitulations Conference (Fish) 

Wasuineton, April 19, 1937—2 p. m. 

1. Cairo despatch No. 958, March 26.% The Department observes 
that Article 5 of the proposed Charter of the Mixed Courts provides 
that the salaries of the judges shall be fixed by law but there is no ref- 
erence either in the proposed Convention or Charter to any undertak- 
ing by the Egyptian Government to maintain the present salaries of 
the judges. 

It is suggested that consideration be given to obtaining such an 
undertaking from the Egyptian Government in the possible form 
of an agreed minute or protocol to the Convention. In this connec- 
tion it may be desirable to consult with your British colleagues to 
ascertain whether in the event a formal undertaking is deemed in- 
expedient some informal assurance on the subject may not be ob- 
tainable. 

Hui 

* Not printed.
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783.003/209 : Telegram 

The Chairman of the American Delegation (Fish) to the Secretary 
of State 

Montreux, April 21, 1937—7 p. m. 
[Received April 21—6: 35 p. m.] 

1. Article 9 of the draft of convention provides as follows: 

_ “Any dispute between the High Contracting Parties regarding the 
interpretation or application of the provisions of the present con- 
vention which they have been unable to settle by diplomatic means 
shall, at the request of one of the parties to the dispute, be submitted 
to the Permanent Court of International Justice.” 

We submitted the following addition based on article 25 of Nar- 
cotics Convention of July 18, 1931: 

“Tf all the parties to the dispute are parties to the Protocol of De- 
cember 16, 1920,°° relating to the statute of that Court and, if any of 
the parties to the dispute is not a party to the Protocol of December 
16, 1920, to an arbitral tribunal constituted in accordance with the 
Hague Convention of October 18, 1907,*! for the pacific settlement of 
international disputes”. 

This addition is not acceptable to the British because it will not 
bind Egypt to go before the Permanent Court of International Jus- 
tice before it is a member thereof. Does the Department approve 
the following substitute proposal which takes into account the re- 
mote contingency that the arbitration treaty between the United States 
and Egypt might lapse during the life of Montreux Convention : 

“If any of the High Contracting Parties has a present existing 
treaty of arbitration with Egypt providing for another tribunal, this 
tribunal shall, during the life of this Convention, be substituted for 
the Permanent Court of International Justice for the purposes of this 
article, even though such treaty of arbitration may cease to exist for 
other purposes.” 

isu 

7 83.003/209 : Telegram | 

The Secretary of State to the Chairman of the American Delegation 
(Fish) 

Wasuineton, April 23, 1987—noon. 

2. Your No. 1, April 21, 7 p. m. | 
1. You will bear in mind that, in view of the present attitude of 

Congress respecting the World Court, any provision in the Convention 

» Foreign Relations, 1931, vol. 1, p. 675. 
*° Tbid., 1920, vol. 1, p. 17. 
* Tbid., 1907, pt. 11, p. 1181.
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involving this Government in World Court procedure might compro- 
mise the Convention in obtaining the advice and consent of the Senate 
to its ratification. 

2. The text of the substitute proposal contained in the final para- 
graph of your telegram under reference is objectionable for the reason 
that, in the event of the lapsing of our Arbitration Treaty with Egypt, 
disputes involving the United States would, according to your propo- 
sal, be submitted to the World Court. 

3. Your proposal would, however, be acceptable to the Department 
with modifications as follows: 

“If any of the high contracting parties has a present existing treaty 
of arbitration with Egypt providing for another tribunal, this tribunal 
shall, during the life of this Convention, be substituted for the Perma- 
nent Court of International Justice for the purposes of this Article, 
even though such treaty of arbitration may cease to exist for other 
purposes.” 

4. 'The Department would likewise be willing to accept as an alterna- 
tive the text of Article 9 of the draft Convention as set forth in the 
first paragraph of your telegram under reference, provided it be ex- 
panded to contain the following provision: 

“In the case, however, of a dispute involving a High Contracting Party 
which has, prior to the signature of this Convention, declined to ratify 
the Protocol of December 16, 1920, relating to the statute of the Perma- 
nent Court of International Justice, and which is unwilling to submit 
to the jurisdiction of that Court, such dispute shall be submitted to 
an arbitral tribunal constituted in accordance with the Hague Conven- 
tion of October 18, 1907, for the pacific settlement of international 
disputes.” | 

5.:The Department assumes that either of the above proposals 
would meet the objections of the British Delegation to your original 
proposal based on Article 25 of the Narcotics Convention of July 18, 
1931. 

783.003/252 

The Chairman of the American Delegation (Fish) to the Secretary 
: of State 

. _ Mownrreux, May 12, 1937. 
: | [Received May 21, 1987.] 

Sir: I have the honor to refer to the Department’s instruction of 

March 30, 1937, setting forth the attitude to be adopted by the Ameri- 
can Delegation at the Conference for the Revision of the Capitulatory 
Régime in Egypt and to submit herewith a report of the deliberations 
of the Conference and of the results attained.
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I. Personnel of the American Delegation: , 

Mr. Bert Fish, Envoy Extraordinary and Minister Plenipotentiary 
of the United States of America at Cairo, Chairman of the Delega- 
tion. 

Mr. Paul H. Alling, Assistant Chief of the Division of Near East- 
ern Affairs, Department of State, Adviser. 

_ Mr. Francis Colt de Wolf, Treaty Division, Department of State, 
Legal Adviser. | 

Mrs. Lucille Snyder, Division of Near Eastern Affairs, Department 
of State, Clerk. 

The American Delegation arrived at Montreux on Sunday, April 
11, 1937, and attended the opening meeting of the Conference on April 
12, 1987. 

II. Representation at the Conference: 

The following countries participated in the Conference: United 
States of America, Belgium, British Commonwealth of Nations (in- 
cluding the United Kingdom, the Union of South Africa and the 
Trish Free State, each of which was represented by one or more dele- 
gates, while the Chairman of the United Kingdom Delegation also 
represented Australia, India and New Zealand), Denmark, Egypt, 
Spain, France, Greece, Italy, Norway, Netherlands, Portugal and 
Sweden. 

III. Organization of the Conference: 

The Conference was organized as follows: 

President of the Conference, Moustapha El-Nahas Pasha, President 
of the Council of Ministers of Egypt. 
Honorary President of the Conference, Mr. G. Motta, President of 

the Swiss Federal Council. 
Secretary General, Mr. Th. Aghnides, Chief of the Disarmament 

Section of the League of Nations. 

The work of the Conference was divided among the following com- 
mittees: 

1. General Committee, President, Mr. N. Politis, Greece, and all 
delegates of other countries. 

2, Committee on the Mixed Court Charter, President, Mr. Michael 
Hansson, Norway, and all delegates of other countries. 

3. Drafting and Coordination Committee, President, Mr. N. Politis 
(and in his absence Mr. Hansson) and representatives of the United 
Kingdom, Egypt, France, Greece and Italy. From time to time rep- 
resentatives of other countries, including the United States, formed a 
part of the Drafting Committee when questions were being considered 
in which such countries had expressed a particular interest.
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IV. Sessions of the Conference: 

A. Opening: 
The Conference was opened by Mr. G. Motta, President of the Swiss 

Federal Council. At the first meeting Moustapha El-Nahas Pasha 
was elected President of the Conference. The actual work of the Con- 
ference, however, was divided among two committees, the General 
Committee, under the presidency of Mr. N. Politis, Chairman of the 
Greek Delegation, and the Committee on the Mixed Court Charter 
under the Presidency of Mr. Michael Hansson, Chairman of the Nor- 
wegian Delegation. At the request of the Chairman of the British 
Delegation I proposed Mr. Hansson for the post of Chairman of the 
Mixed Court Charter Committee. Mr. Hansson was particularly well 
qualified for this position in view of his experience of twenty-five 
years on the Egyptian Mixed Courts, including a period when he 
was President of the Court of Appeals. I should add that the ap- 
pointment of Messrs. Politis and Hansson to these important posi- 
tions appeared to me to be quite in line with the Department’s instruc- 
tions (Memo.—paragraph 40) 22 I did not oppose the election of Mou- 
stapha El-Nahas Pasha as President of the Conference, despite the 
fact that the Department had suggested that it would be preferable to 
have as a presiding oflicer a representative of some country other than 
Great Britain or Egypt, because I learned that the position of Presi- 
dent was to be more or less of an honorary nature and that the actual 
work of the Conference was to be done by the two committees under 
the chairmanship of Messrs. Politis and Hansson. I should add that 
these two gentlemen made admirable presiding officers in the commit- 
tees. ’o complete the picture of the organization of the Conference, 
it may be permissible to explain here, that after the preliminary work 
of the Conference was accomplished a further committee, known as 
the Drafting and Coordination Committee, was appointed under the 
Chairmanship of Mr. Politis, with Mr. Hansson acting in the former’s 
absence. This important committee, which acted in the nature of a 
steering committee, was composed, in addition to the Chairman, of the 
technical representatives of Great Britain, Egypt, France, Greece 
and Italy. Members of other delegations, including the American 
delegation, attended meetings of this committee when matters were 
being discussed in which they were particularly interested. 

At the first meeting of the Conference it was possible to accomplish 
only the general organization outlined above. At the second meeting 
of the full Conference, held on April 18th, an opportunity was af- 
forded the presidents of the various delegations to present the general 
viewpoint of their respective governments. At this meeting I read 

™ Not printed.
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the statement transmitted as Enclosure A of the Department’s in- 
struction. A report of this meeting, with copies of the statements 
made by the presidents of the various delegations, appears in Docu- 
ment C.C.M./C.R, 2. | | 

Following the two opening plenary meetings of the Conference, the 
work was taken up in the two Committees referred to above. These 
Committees held one or more meetings daily, attended by practically 
all members of all delegations, beginning on April 14th and continu- 
ing through April 24th, at which point the Drafting and Coordination 
Committee began its work. 

B. General Course of the Meetings: 
At the opening meeting of the General Committee the Egyptian 

Government furnished copies of a proposed draft Convention (Docu- 
ment C.C.M./4). This draft furnished the basis of discussion and 
each article was considered at great length. Following these dis- 
cussions each article was adopted at first reading either in its original 
form or in a form amended as the result of the discussions, or was 
sent to a special ad hoe sub-committee, or to the Drafting and Coordi- 
nation Committee for further consideration with a view to meeting 
conflicting viewpoints that developed during the discussions. 

A similar procedure was followed in the Committee on the Mixed 
Court Charter with respect to a draft (Document C.C.M./3) which 
had likewise been presented by the Egyptian Government. 

C. Attitude of the Various Powers: 
In the early meetings it became apparent that the French Delegation 

was prepared to make extensive demands of the Egyptian Govern- 
ment with a view to protecting the important interests which France 
had built up in Egypt during the past century. In the early meetings 
France received the support of the Italian Delegation as well as that 
of the Greek Delegation. The French demands, particularly with 
respect to the length of the transitional period, for which they origi- 
nally pressed for eighteen years, gradually began to appear excessive 
to the other Delegations. Consequently Italian support for this pro- 
posal was withdrawn and thereafter the Italian Delegation was notice- 
able particularly for the favorable consideration which it gave to 

| Egyptian proposals. The smaller Powers, with the exception of 
Greece and Belgium, both of which countries have important interests 
in Egypt, took a comparatively inactive part in the deliberations, 
knowing that their relatively minor interests would un'oubtedly be 
protected by the guarantees obtained by the large: Powers. 

The two points in which France was particularly interested were 
(a) the length of the transitional period referred to above, and 
(0) the definition of the term “foreigner”, for the purposes of the 

® Ante, p. 639.
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Jurisdiction of the Mixed Courts. In the early meetings of the 

Committees when it became apparent that these two matters could 
not be settled to the mutual satisfaction of the French and Egyptian 

Delegations, the questions were withdrawn from general discussion 
while the two Delegations made an effort to come to an agreement. 
Eventually, after practically all other questions were settled, M. 
de Tessan, President of the French Delegation, departed for Paris 
to seek new instructions with regard to the length of the transitional 
period. After an absence of several days, which caused the Egyptian 
Delegation considerable annoyance, M. de Tessan returned, and in a 
meeting of the General Committee announced that he had been 
authorized to agree to a transitional period of twelve years. It was 
naturally assumed that prior to making this announcement he had 

come to an understanding with the Egyptian Delegation with regard 
to the definition of the term “foreigner”. It developed during the 
course of the meeting of the General Committee, however, that some 
misunderstanding had arisen with respect to the supposed agreement 
on this term. It was not until after M. de Tessan had made another 
trip to Paris that announcement was made, just forty-eight hours 
prior to the time fixed for the signature of the Convention, that a 
satisfactory solution had been found regarding the definition of the 
term “foreigner”. The difficulty was that the Egyptians continued 
to press for their original definition which would have excluded from 
the jurisdiction of the Mixed Courts all capitulatory nationals who 
were either “subjects” or “protégés”. This definition would, of course, 
have excluded certain French colonial subjects and protected. persons 
in Africa—a concession which the French insisted vigorously they 
were unable to make. This question was also of interest to the United 
Kingdom, Netherlands and South African Delegations, all of whom 
had certain nationals in the category of “subjects” or “protégés” whom 
they did not wish to turn over to the jurisdiction of the National 
Tribunals. Eventually the matter was adjusted by a formula which, 
though retaining some of the original Egyptian proposals, gave ade- 
quate satisfaction to the views of the French and other interested 
delegations. It was quite apparent, however, that the general atti- 
tude of France was most displeasing to the Egyptian Delegation and 
reports appearing in the Egyptian press confirm the impression re- 
ceived at the Conference that the French lost much of the good will 
which they had built up in Egypt. 

The attitude of the British Delegation was, as might be expected 
from a country in alliance with Egypt, most friendly and helpful to 
the Egyptian cause. As the Department is aware, the British and 
Egyptian Governments had agreed, some time prior to the convening 
of the Conference, on the general outline of the concessions which
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each was prepared to make the other. Of course, the concessions 
which the Egyptians had agreed to make did not appear in the first 
drafts of the Convention and of the Mixed Court Charter, but from day 
to day the British Delegation submitted amendments which after only 
minor discussion were accepted by the Egyptian Delegation. Thus 
gradually the Convention and the Mixed Court Charter began to 
take a form which became acceptable to the Capitulatory Powers. 
Whenever differences arose between the Egyptian Delegation and 
other delegations the British made a noticeable effort to effect a satis- 
factory solution and in this they were generally most successful. 

So far as the position of the American Delegation is concerned, the 
Department is aware that we had been furnished by the British Em- 
bassies in Cairo and Washington, in strict confidence, prior to the con- 
vening of the Conference, detailed information as to the extent which 
the British Government was prepared to go in surrendering its Ca- 
pitulatory rights. Since these matters had been worked out in confer- 
ences between the British and Egyptian authorities in Cairo, we were 
fully aware in advance of the concessions which the Egyptians were 
prepared to make. It was therefore without difficulty that the Amer- 
ican Delegation was able to follow the Department’s instructions to 
avoid taking a lead in the discussions, for with respect to most ques- 
tions of importance we knew in advance just how much or how little 
in the way of concessions the Egyptians were prepared to make. This 
knowledge permitted the American Delegation to refrain from press- 
ing for certain concessions which it knew in advance were sure to be 
sought and obtained by the British as a result of previous agreement 
with the Egyptians. There were, however, certain matters, notably 
with respect to Article 12, concerning consular archives, Article 13, 
with reference to arbitration of disputes, and Article 15, regulating the 
date of the entrance into force of the Convention, with respect to which 
the American Delegation was obliged to press for amendments in the 
original texts. The Delegation also submitted, at the request of the 
British Delegation, proposals which were later incorporated into Ar- 

ticles 22, 47 and 49 of the General Judicial Regulations. The general 
nature of these proposals had already been approved by the Depart- 
ment and it was considered quite within the spirit of the Department’s 
instructions to take the lead in submitting the proposals since we knew 
in advance that they would be accepted by the Egyptian Delegation. 
The British Delegation also requested certain of the other delegations 
to submit certain proposals which were known in advance to be agree- 
able to the Egyptian Government. The reason for taking this course 
of action was to avoid giving the impression in Egypt that it was only 
the British Government which was requesting concessions from the 
Egyptian authorities. |
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The most important statement which I made during the Conference 
was during the meeting of the General Committee held on April 15th * 
(Document C.C.M./C.G./P.V. 2, pages 14-15). At that time I urged 
that the Committee accept the Egyptian proposal for a transition 
period of twelve years. I took this action because I was reliably in- 
formed that this was one point on which the Egyptian Delegation 
would not make any concession since it had promised a Parliamentary 

Committee that it would not agree to a longer transitional period. It 
seemed to me altogether desirable to support this Egyptian proposal 
not only because I knew that a longer period could not be obtained, 
but also because a period of twelve years was within the ten to fifteen 
year limit which the Department had authorized me to accept. I fully 

believe that my statement, delivered at such an early stage of the 
Conference, helped to clarify the atmosphere and to pave the way for 
the successful solution of the numerous other problems with which 
the Conference was concerned. Information from the Legation at 
Cairo indicates that my support of the Egyptian proposal (which I 
should add was likewise supported by the British and Portuguese 
Delegations) was gratefully received in Egypt and that a considerable 
amount of good will was built up there to the advantage of the United 
States. Furthermore, the President of the Egyptian Council of Min- 
isters and other Egyptian cabinet ministers who formed the Egyptian 
Delegation, assured me of their own accord on several occasions of their 
lively appreciation of my support in this matter. 

It may be of minor interest to record that Mr. Raymond Wong, 
Secretary of the Chinese Legation at Berne, at one of the early meet- 
ings of the Conference requested permission to attend the sessions as 

an unofficial observer. This permission was refused by the Egyptian 
Delegation but Mr. Wong continued to remain at Montreux through- 
out the course of the Conference with a view to obtaining information 
for his Government to be used presumably in connection with the de- 
sire of the Chinese Government to rid itself of extraterritorial juris- 
diction. 

The attitude of the Albanian Government regarding the question 

of its nationals appearing before the Mixed Courts appears in Docu- 
ment C.C.M. 7. <A copy of the Albanian statement * was sent to the 
American Delegation which merely acknowledged its receipt. 

In connection with the attitude of the Powers toward the problems 
of the Conference, it is pertinent to mention here the problem raised 

* For French text, see Actes de la Conférence des capitulations, Montreua, 12 
avril—8 mai 1937; Compte Rendu des Séances pléniéres de la Conférence et Procés- 
Verbal des Débats de la Commission Générale et de la Commission du Réglement 
@Organisation Judiciaire, p. 70. 

* For French text, see Actes de la Conférence, p. 117. 
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by the Italian Delegation in styling in the final acts of the Confer- 
ence the Chief of State of Italy as “King of Italy, Emperor of 
Ethiopia.” ‘This matter was discussed in the Delegation’s telegram 
No. 2, May 7, noon, and in the Department’s telegram of May 7, 

6 p. m.2¢ As reported in the Delegation’s telegram, Mr. Politis, as 
Chairman of the Drafting and Coordination Committee, in the two 
final sessions of that Committee stressed the fact that the titles given 
to the various chiefs of state, delegates, et cetera, by each delegation 
engaged only the responsibility of the delegations concerned and in 
no way involved the responsibility of the other delegations. A ver- 
batim report of Mr. Politis’ remarks in the meetings of May 5 and 
May 6, is quoted below * (C. C. M./C. G./P. V. 8, pp. 2-3 and C. C. 
M./C, G. /P. V. 9, pp. 4-5) 

“The Chairman stated that he had a general observation to make 
regarding the Preamble with which the text of the Convention opened, 
and he asked each delegation to take note of it. In that preamble, in 
accordance with custom, a list was given of the Heads of the States 
which had taken part in the negotiations, and afterwards of the dele- 
gates whom the Governments concerned had sent to the Conference. 
The titles and qualifications of the Heads of State, Plenipotentiaries, 
deputy-delegates and experts were given therein according to the 
information which had been supplied by each delegation, in so far as it 
was concerned, and for which it alone assumed responsibility. In 
order to avoid any possible mistake on the part of the Secretariat, each 
delegation was requested carefully to review the entries concerning 
it, with a view to making certain whether they were in order and, in 
the event of there being any omission or error, to bringing the latter 
to the notice of the Secretary-General of the Conference.” 

“The Chairman had two observations to make. 
“The first was that each delegation was its own judge of the number 

of persons it wished to name in the document. Some delegations 
were very numerous. If they wished to mention all their members, 
they were entitled to do so. If they wished to mention only a few 
of the members of the delegation other than the Plenipotentiaries, 
they were equally entitled to do so. The Chairman said that because 
the Secretariat could not itself undertake to choose between the per- 
sons whose names appeared in the list of delegations, each delegation 
would therefore say what names it wished to appear at the head of 
the Final Act. Furthermore, the same observation applied in regard 
to the names of the members of delegations given at the head of the 
Act which the Committee had approved yesterday, namely, the Con- 
vention concerning the Abolition of Capitulations. , 

“The President’s second observation was that the titles and quali- 
fications which would be given in respect of the authorities mentioned 
would be those which each delegation indicated solely on its own 
responsibility. Each delegation was accordingly asked to supply the 
Secretariat as soon as possible with a list of the persons whose names 
were to appear in that document with their titles and qualifications. 

* Neither printed. 
For French texts, see Actes de la Conférence, pp. 129, 1387.
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The Chairman added that after the previous meeting, various delega- 
tions had asked him what meaning should be attached to the expres- 
sions which he had used and which he had just repeated to the effect 
that each delegation assumed the sole responsibility for the informa- 
tion it supplied to the Secretariat. The reply was very simple. It 
was self-evident. It wasthat the other delegations assumed no respon- 
sibility in that matter.” 

As I reported in the telegram referred to above, the issue of the 
title of King of Italy was not raised by any delegation and Mr. 
Politis’ statements were tacitly accepted as a proper exposition of 
the situation. In this connection it 1s of interest to record that the 
Italian Delegation would itself have been greatly embarrassed if 
any one had raised the issue, for presumably the Italian Delegation 
then would have had to consider whether, by signing an international 
instrument with representatives of the Spanish Republic, Italy was 
according recognition to a Spanish government other than that of 
General Franco. Happily neither question was brought up in public 
discussion, and I think I am correct in assuming that the signature 
of the Convention, wherein the King of Italy is also described as 
“Emperor of Ethiopia”, has absolutely no relation to the question of 
the recognition of Italian sovereignty over Ethiopia. 

V. Results of the Conference: 

Asa result of the Conference the Capitulatory Powers agreed by the 

Convention signed on May 8, 1937,9 to surrender their Capitulatory 
Rights in Egypt. Accordingly, upon the entrance into effect of the 
Convention all foreigners in Egypt, including American citizens 
(upon the ratification of the Convention by the United States) will be 
subject to Egyptian laws including criminal, civil, commercial and 
fiscal matters. It was generally recognized, however, that a régime 
such as the Capitulations, which had existed for centuries, could not 
be abruptly terminated without difficulty and hardship to all con- 
cerned. Provision was therefore made for a transitional period of 
twelve years during which foreigners, as defined in the Convention, 
will be subject, not to the Egyptian national tribunals, but to the 
Mixed Courts. 

The Mixed Courts will therefore continue, as in the past, to try 
civil suits between foreigners of different nationalities and between 
foreigners and Egyptian nationals. In addition these courts will 
take over the jurisdiction now exercised by the foreign consular 
courts—namely, civil suits between foreigners of the same nationality 
and all penal matters involving foreigners. Provision is made, how- 
ever, for the retention during the transitional period, if the Govern- 
ments concerned so desire, of jurisdiction in personal status matters 
by the foreign consular courts. 

"Department of State Treaty Series No. 939, or 53 Stat. 1645.
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The Convention contains an important provision that Egyptian 
legislation, during the transitional period, will not discriminate, 
especially in fiscal matters, against foreigners, including foreign cor- 
porations and Egyptian corporations with substantial foreign inter- 
ests. In a separate declaration the Egyptian Government announced 
its willingness to conclude treaties of establishment and friendship 
with all of the ex-Capitulatory Powers. 

In an exchange of letters, annexed to the Convention, the Egyptian 
Government assured the American, British, French, Italian, Greek, 
Netherlands and Spanish Delegations, that all educational, medical 
and charitable institutions depending upon the Government of the 
aforementioned Powers, might continue freely to carry on their activi- 
ties in Egypt. Furthermore, assurance was given that freedom of 
worship would continue to be accorded to these institutions. The 
original of the note addressed to me regarding these matters is en- 
closed herewith.** 

Other guarantees embodied in the Convention or in the revised Char- 
ter of the Mixed Courts annexed thereto include the right of foreigners 
under arrest to communicate with their consul and their lawyer, the 
provision that domiciliary visits of foreigners should be made only 
by the judicial police, and that the Procurator General (who is to be 
a foreigner) shall be consulted with respect to executions and pardons. 

I am happy to report that the guarantees obtained afford, in my 
opinion, ample protection for American interests in Egypt and that 
the Acts of the Conference include not only all of the important points 
covered in the Department’s above-mentioned instruction but also 
guarantees on numerous other matters which had not been considered 
absolutely essential for the safeguarding of American nationals and 
interests in Egypt. These guarantees are contained in the follow- 
ing documents, copies of which are attached hereto.” 

1. Multilateral Convention 
2. Revised Mixed Court Charter (Réglement d’Organisation Ju- 

diciaire) | 
8. Protocol 
4, Declaration of the Egyptian Government 
5. Exchanges of Letters. 

All of these documents except the Mixed Court Charter appear in 
both English and French in the enclosed pamphlets. An English 
translation of the Mixed Court Charter, as prepared by the official 
translators, is also enclosed.*® Important interpretative comments 
on these documents are contained in the report of the Drafting and 

* Department of State Treaty Series No. 939, p. 69, or 53 Stat. 1705. . 
® For texts of documents listed, see Department of State Treaty Series No. 939. 

: Bg an English translation, see Department of State Treaty Series No. 939,
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Coordination Committee, a copy of which is likewise enclosed. One 
copy each of the Mixed Code of Criminal Procedure and of the Penal 
Code are also enclosed.*? The documents are also discussed in detail 
from the American viewpoint in the accompanying memorandum.*”* 
A complete set of the documents of the Conference in mimeographed 
form, including original proposals, amendments, minutes, et cetera, 
is being forwarded to the Department under separate cover. 

VI. Conclusion 

In conclusion, I should like to report that in accordance with the 
Department’s instructions I handed to the Egyptian Delegation on 
May 8th a note based on Enclosures B, C, and D of the instruction of 
March 30, 1937. A copy of the note is enclosed herewith. I did not 
ask the Egyptian Delegation to acknowledge this note since it was a 
unilateral declaration on the part of the United States, and I feared 
furthermore that if the Egyptian Delegation were requested to 

acknowledge the note it might ask for certain alterations therein. 
I invite the Department’s attention to the provisions of Article 9 

of the Convention under which the Contracting Parties are given the 
option of retaining Consular Courts for the purposes of personal status 
jurisdiction. From the information that was obtained from the vari- 

ous delegations at Montreux it is my opinion that the majority of 
the Powers will continue to retain this jurisdiction at least for the 
first few years. The British Delegation stated definitely that it would 
retain such jurisdiction for the early period of the transitional period, 
After the Department has had an opportunity to consider the matter 
I suggest that appropriate instructions be sent to the Legation at 
Cairo in order that the Egyptian Government may be informed of 
the intentions of the United States in this respect prior to the open- 
ing of the Mixed Courts on October 15, 1937. 

I also invite the Department’s attention to the provisions of the 
final paragraph of the Note addressed to me on May 8, 1937,* by the 
Egyptian Delegation, concerning guarantees for American institu- 
tions in Egypt. That paragraph provides that a list of such insti- 
tutions shall be drawn up in consultation between the American and 
Egyptian Governments as soon as possible. I assume that the De- 
partment will wish in due course to take up this matter through the 
Legation at Cairo. 

Very respectfully yours, Bert Fisu 

* Not reprinted. 
“Neither reprinted. 
“a Not printed. 

won text, see Department of State Treaty Series No. 939, p. 69, or 53 Stat.
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[Enclosure] 

The Chairman of the American Delegation (Fish) to the President 
of the Council of Ministers of Egypt (Nahas) 

Monrrevx, May 8, 1937. 

Excetiency: I have the honor to inform you that I have been au- 
thorized by my Government to give you the following assurances re- 
specting the exercise of the capitulatory rights enjoyed by the United 
States in Egypt: 

1. The Government of the United States declares that pending 
ratification on its part of the Convention signed this day, it will re- 
frain from exercising its right to object to the taxation by the Egyptian 
Government of American nationals and corporations in Egypt, pro- 
vided such taxes shall not be different or higher than those that are 
exacted of and paid by Egyptian nationals and corporations, and 
provided further that such taxes shall be applicable to all foreigners 
and foreign corporations on the basis of absolute equality. 

9. The Government of the United States declares that pending 
ratification on its part of the Convention signed this day, it will re- 
frain from exercising its right to object to domiciliary visits of its 
nationals in Egypt by agents of the eyptian Government provided 
such agents shall be members of the Egyptian judicial police and pro- 
vided such visits shall take place under the conditions set forth in 
Article 47 of the amended Statute of the Courts (the text of which 
is annexed to the Convention signed this day), and provided further 
that all other foreigners in Egypt without exception shall be subject 
to such domiciliary visits. | | 

3. The Government of the United States declares that pending the 
ratification on its part of the Convention signed this day it will 
suspend the extraterritorial jurisdiction of its consular and diplo- : 
matic officers in Egypt over American nationals and corporations 
to the same extent that, and at the same time and under the same 
conditions as, the other Capitulatory Powers agree to abridge or sus- 
pend the extraterritorial jurisdiction in Egypt of their consular and 
diplomatic officers over their nationals and corporations, _ | 

4. The Government of the United States declares that it will raise 

no objection to the abrogation of the Khedivial Decree of January 

31, 1889, and the Law of November 11, 1911, conferring certain legis- 

lative powers on the General Assembly by the Mixed Court of Appeals 
and the Legislative Assembly of that body, to the extent that, and at 
the same time as, similar abrogation is agreed upon by the other 
Capitulatory Powers. 

Accept [etc. ] [File copy not signed ] 

President of the Delegation 

of the United States of America
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783.003/270a 

The Secretary of State to the Minister in Egypt (Fish) 

No. 238 WasHIncTon, July 3, 1937. 

Sir: There is enclosed for the Legation’s files a copy of your des- 
patch of May 12, 1937, containing a report of the activities of the 
Capitulations Conference which met at Montreux, Switzerland, be- 
tween April 12 and May 8, 1937, as well as of your own activities at 
that Conference in the capacity of American Delegate. 

The Department has been gratified to observe that the Delegation 
was successful in obtaining, in accordance with its instructions, thé 
guarantees which were regarded as essential to the safeguarding of 
American interests in Egypt. The Department is pleased to com- 
mend you and the Technical Advisers of the Delegation for the work 
accomplished in this respect. 

It is noted from the concluding paragraphs of your despatch and 
from your comment under Article 11 of the Capitulations Convention 
that certain questions remain for consideration by this Government 
in connection with the instruments signed at Montreux. These 
include: 

(1) The option left to the High Contracting Parties under Article 
9 of the Convention with regard to the exercise by their respective 
Consular Courts of jurisdiction in matters of personal status; 

(2) The redefinition in a Consular Convention of the immunities 
assured consular officers under Article 11 of the Convention. It is 
understood that the immunities which they possess at present “in 
respect of consular premises and in the matter of taxes, customs duties 
and other public dues” are granted them only until Consular Conven- 
fons are concluded and in any case during three years as from May 

(3) The drawing up, in agreement between this Government and 
the Royal Egyptian Government, of a list of the American educa- 
tional, scientific, medical and charitable institutions referred to in the 
letter to you of May 8, 1937, from the President of the Egyptian 
Delegation, as entitled, during the life of the Capitulations Gonven. 
tion or until the conclusion of a subsequent agreement, to the free 
exercise of their activities subject to certain stipulated conditions, 

The Department is giving careful consideration to the question of 
the continued exercise after October 15, 1937, of the right given it 
under Article 9 of the Capitulations Convention to retain American 
Consular Courts in Egypt for the purposes of jurisdiction in matters 
of personal status, and the eventual negotiation of a Consular Con- 
vention * and of a Treaty of Establishment. It is desired that you 

“ See pp. 665 ff.
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communicate at an early date an expression of your views on these. 
subjects, together with information concerning the intentions in re- 
spect of them of the other interested Powers so far as it may be. possi- 
ble for you to ascertain them from your colleagues. It may be added 
for your information that consideration is likewise being given to 
the negotiation shortly of an Extradition Treaty with Egypt.* 

With regard to the final paragraph of the letter of May 8, 1987, 
addressed to you by the President of the Egyptian Delegation, the 
Department desires that you enter into early discussions with the 

Egyptian Minister of Foreign Affairs looking to the preparation of 
the contemplated list of American institutions in Egypt. You will, 
of course, understand that the list must receive the Department’s 
final approval before it may be considered definitive. In order that 
this list may be as inclusive as possible it is suggested that you may 
wish to consult not only with the American Consul General in Alex- 

andria with that in view but also with the American representative 
on the Egypt Inter-Mission Council, American archaeologists resi- 
dent in Egypt, as well as with representatives of the American Mis- 
sion, the American University at Cairo, the Rockefeller Foundation, 
and any other American educational], scientific, medical and charitable 
institutions established in Egypt. 

Very truly yours, For the Secretary of State: 
SUMNER WELLES 

783.003/272 : Telegram 

The Minister in Egypt (Fish) to the Secretary of State 

ALEXANDRIA, July 21, 1937—7 p. m. 
[Received July 22—5:39 a. m.] 

59. Egyptian Parliament approved ratifications of the Montreux 
Convention last night. 

Fis 

783.003/299 

The Minster in Egypt (Fish) to the Secretary of State 

No. 1072 Bu.xetey, Ramuizn, September 10, 1987. 
[Received October 9.] 

Sig: I have the honor to refer to the Legation’s despatch no. 1055 of 
August 18, 1937 * regarding the Montreux Capitulations Convention, 

“See pp. 672 ff. 
* Not printed.
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in which it was stated that a list of the American educational, medical 
and charitable institutions in Egypt was being prepared by the Le- 
gation in accordance with the letter dated May 8, 1937 from the Presi- 
dent of the Egyptian Delegation to the President of the American 
Delegation at Montreux. The Legation has now completed the draft 
of a tentative list, which is included in the enclosed Aide-Mémoire. 
This list has been compiled from information submitted by the three 
American consular officers in Egypt, supplemented by information 
obtained from prominent American scientific and educational leaders. 

The list has not been submitted to the Foreign Office, nor has any 
discussion with the Foreign Office taken place regarding the details 
of the list or of any specific institutions to be contained therein. How- 
ever, on the occasion of my visit to the Acting Minister of Foreign 
Affairs yesterday I discussed the question in general. The Acting 
Minister of Foreign Affairs (Makram Ebeid Pasha) stated that no 
definitive list had yet been filed by any Signatory Power to the Mon- 
treux Convention, and in answer to a question from me, he said that he 
perceived no reason why the lists must be filed immediately, and that it 
was not necessary that they be filed before October 15th. 

It will be observed that in the list given in the enclosed Azde-Meé- 
moire a total of forty-five educational institutions are specifically 
mentioned. A paragraph is added stating that there are 139 schools 
maintained by the Evangelical Synod of the Nile under the super- 
vision of the American Mission in Egypt. The inclusion of these 
synodical schools has been discussed at length by the Legation with 
the leaders of the American Mission in Egypt. The Evangelical Synod 
of the Nile is an entirely Egyptian organization. It is the governing 
body of the Protestant Egyptian churches in Egypt, and although 
these churches have been developed as a result of and under the aegis 
of the American Mission in Egypt, they are entirely self-sustaining 
and legally independent. The synodical schools are maintained by 
the various Egyptian Protestant churches throughout the country. 
The leaders of the American Mission in Egypt have informed the 
Legation that while the American Mission does not at present give any 
financial aid to the schools, there are numerous ways by which it 
contributes directly and indirectly to their organization and admin- 
istration. For convenience of the administration of these schools, 
Egypt is divided into four regions, in each of which there is a 
school committee, the Chairman of which is an American. The com- 
mittee inspects the schools and advises the teachers. There is a na- 
tional school committee, composed of the Chairman of each of the 
four regional committees and one Egyptian from each region. The 
Chairman of the Committee is an American inspector of synodical
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schools for all Egypt. The national committee is therefore composed 
of five Americans and four Egyptians. The Chairman is elected by 
the Synod of the Nile, an Egyptian organization. The Chairman 
(now Dr. A. A. Thompson) gives practically his full time to inspect- 
ing and visiting the schools, but he is the only American who gives his 
full time to the schools, and his salary is the only direct financial assist- 
ance which the schools obtain from the United States. 

The Mission leaders appear to be somewhat uncertain regarding 
whether they should support strongly the inclusion of the synodical 
schools. The principal reasons why the Mission has submitted the 
names of these schools are: (1) the Mission leaders desire to impress 

upon their Egyptian followers that the Mission is not neglecting the 
schools; and, (2) the Mission leaders have some fears that if the synod- 
ical schools are not included as American institutions under the Mon- 
treux Convention, they may soon be legislated out of existence as a 
result of the Egyptian Government’s effort to enforce compulsory 
government school attendance in the provinces and to take children 
away from the private institutions. The Mission leaders claim that the 
religious and cultural rights of the Christian minorities are not suf- 
ficiently respected in the government schools, where the study of the 
Koran requires a large percentage of the time of Christian and Moslem 
students alike. 

On the other hand, the American Mission authorities desire to 
encourage the independence and self-support of their Protestant 
protégés in Egypt. Furthermore, the Mission authorities are con- 
siderably more interested in their own directly controlled schools 
than in these synodical schools, and have requested that no action be 
taken which might in any way jeopardize the inclusion of the regular 
Mission schools on the list of American institutions. 

In view of the above considerations, the Legation is inclined to 
the opinion that the list of American institutions should not be 
discussed with the Egyptian Foreign Office until some of the other 
major powers, particularly France, has settled with Egypt the ques- 
tion of what type of institutions are to be included. Should the 
Egyptians take a strong position and insist that only purely foreign 

institutions be included, the Legation would recommend that no men- 
tion of the synodical schools be made. 

Even if it should appear likely that the Egyptian Government 
might accept the synodical schools as American institutions, there 
is the question concerning whether it would be desirable for the 
American Government to assume sponsorship for them. In a letter 
to the Legation dated August 28, 1937, the secretary of the American 
Mission in Egypt submitted the list of the synodical schools with 
the following statement:
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‘“T am sending a list of the schools conducted by the Synod of the 
Nile. The Mission has received an official request from the Synod 
that we present this list to you along with the American Mission list 
and request you to present it to the Government along with ours for 
recognition as affiliated with the Mission. You will recall our con- 
versation on the subject. If you find it possible to do so, I am sure 
that both the Mission and the Synod will be very grateful.” 

The situation seems to be as follows: The Synod of the Nile, an 
Egyptian association, has requested the American Mission in Egypt 
to present the list of synodical schools to the Legation with a request 
that it be included in the list of American institutions to be submitted 
to the Egyptian Government. The Mission adds that it will be very 
grateful if the Legation finds it possible to include the synodical 
schools. Should the Department consider that the synodical schools 
should not be classed as American institutions even though the Egyp- 
tian Government might be disposed to accept them as such, the Lega- | 
tion will appreciate instructions from the Department to this effect. 
It is thought, however, that the Department may possibly desire that 
a definite position be deferred until the type of institutions to be in- 
cluded in the lists of other Signatory Powers has been ascertained. 

It will be observed in the enclosed Aide-Mémoire that following the 
lists of educational, medical, and charitable institutions, there is 
added a list of the six American religious organizations existing in 
Egypt. This additional list has been included in accordance with the 
Legation’s understanding of the practice being followed by the British 
Embassy in drawing up its list. Although no list of religious institu- 
tions as such is specifically provided for in the letter annex to the 
Montreux Convention, the tentative lists submitted by the French 
and Greek Delegations at Montreux included churches and other 
purely religious institutions. Most of the foreign religious organi- 
zations in Egypt support subsidiary educational, medical or charitable 
institutions, and their inclusion in a separate list by the various For- 
eign Powers is merely in an effort to safeguard the purely religious 
as well as the educational, medical and charitable activities of these 

organizations. 
Respectfully yours, | Bert iso 

[Enclosure] . 

Draft of Aide-Mémoire Regarding American Educational, Scientific, 
Medical, and Charitable Institutions Ewisting in Egypt on May &, 

1937 

‘Sepremper 3, 1937. 

In a letter dated May 8, 1937, from the President of the Egyptian 
Delegation at the Montreux Capitulations Conference to the Presi-
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dent of the Delegation of the United States of America, and included 
as an Annex to the Montreux Capitulations Convention, the Presi- 
dent of the Egyptian Delegation stated that the Royal Egyptian Gov- 
ernment was prepared to assure the President of the American Dele- 
gation that pending the conclusion of a subsequent agreement, or in 
any case until the end of the transitional period, all of the American 
educational, medical and charitable institutions (associations or foun- 
dations) of the United States of America in Egypt actually existing 
in Egypt on May 8, 1937, might continue freely to carry on their activi- 
ties in Egypt, whether educational, scientific, medical or charitable, 
subject to certain conditions, The letter added that a list of the 
institutions referred to therein should be drawn up as soon as possible 
in an agreement between the Egyptian Government and the Govern- 
ment of the United States of America. 

Following is a list of the American educational, medica! and char- 

itable institutions existing in Egypt on May 8, 1987. 

EpucatTionau (Total 45) 

1. “Harvard-Boston Expedition,” Harvard Camp, Pyramids P. 
O., Cairo. (Archaeological.) 

2. “University of Chicago Expedition,” Chicago House, Luxor. 
(Archaeological.) 

3. “Metropolitan Museum of Art Expedition,” Luxor. (Archae- 
ological.) 

4, “Mt. St. Katherine Observatory,” (of the Smithsonian Insti- 
tute, Washington, D.C.) Gebel El-Tor, Egypt. (Astronom- 
ical.) 

The following thirty-nine schools are maintained by the “American 
Mission in Egypt”: 

Secondary 

5. Assiut College for Boys. 
6. Assiut College for Girls. (P. M. I.) 
7. Ezbekia—Cairo, Boys. 
8. American College for Girls, Cairo. 
9. Tanta Girls College. 
10. Ezbekia—Cairo, Girls. 

Sub-secondary : 

11. Luxor Girls. | 
12. Fayoum Girls. 
18. Alexandria Girls. ) 
14. Zagazig Girls. 

Primary 

15. Luxor Boys. 
16. Beni Suef Girls. 
17. Benha Girls.
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18. Mansura Girls. 
19, Alexandria Boys. 
20. Minet el Gamh. 
21. Estanha. 
22. Mehella Kubra. 
23. Dessouk. 
24. Sombat. 
25. Birket es Saba. 
26. Mit Yaish. 
97. Benha Boys. 
98. Mansura Boys. 
99. Karmuz, Alexandria, Girls. 
30. Sheblanga. 
31. Zagazig. 
32. Kafr Sheikh. 
33. Tamia. 

Sub-primary 
34, Ashment. 
35. Abshawai. | 
36. Simbellawein, Girls. 
37. Zerbe. 
88. Luxor Village, Girls. 
89. Abbassia Orphanage, Cairo, Girls. 

Special Schools 
40. Alexandria Commercial. | 
41, Experimental Village School, Edmu. 
42. Bible Women’s Training School, Tanta. 
43. Schutz School for Missionary Children, Alexandria. 

The following school is maintained by the “Pentacost Faith Mission 
in Egypt”: 

44, The Pentacostal Church and American School, 192 Sharia el 
Teraa El Bulakia, Shubra, Cairo. 

The following school is maintained by the “Peniel American 
Mission”: 

45. Primary School for Girls, Rue Kitchener, Port Said, Egypt. 

In addition there are 139 schools maintained by the Evangelical 

Synod of the Nile under the supervision of the “American Mission in 

Egypt.” 

Mepicat (Total 4) 

1. “Rockefeller Foundation,” Ministry of Public Health, Cairo. 

The following medical institutions are maintained by the “Amer- 
ican Mission in Egypt”: 

9. Assiut Hospital. 
3. Tanta Hospital. 
4. Husseineya Welfare Center, Cairo.
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CuarITABLe (Total 9) | 

The following charitable institutions are maintained by the “Amer- 

ican Mission in Egypt”: | 

1. Assiut Orphanage, Assiut. 
9. Fowler Orphanage for Girls, Abbassia, Cairo. 
3. Community Center, Benha. 
4, Community Center, Beni Suef. 
5. Community Center, Mansura. 
6. Community Center, Tanta. | 

Additional American charitable institutions are: 

7. Near East Relief Circle, care of Victoria Hotel, Cairo. 
8. Y.M.C. A. in Egypt, 60 Sharia Ibrahim Pasha, Cairo. 
9. Pentacostal Faith Mission Orphanage, Bulkeley, Ramleh, 

Alexandria. 

In the letter of the President of the Egyptian Delegation above re- 
ferred to, it is stated that, “Within the limits of the customs recognized 
in Egypt regarding religions other than the State religion, freedom 
of worship shall continue to be assured to all religious institutions of 
the United States of America on condition that there is no offence 

against public order or morals.” 

Reuicrous (Total 6) 

The American religious institutions existing in Egypt are as 
follows: | | 

Name of Institution Address of Headquarters 

1. “The American Mission in Egypt,”... Ezbekia, Cairo. : 
2. “The Pentacost Faith Mission,”...... 192 Sharia el Teraa el 

Bulakia, Shubra, Cairo. 
8. “The Apostolic Church of God,” ...... 49 Sharia el Teraa el Bul- 

akia, Shubra, Cairo. 
4, “Eeyptian Mission of the Arabic Mataria, Cairo. 

Union of Seventh-day Adventists,” 
5. “The American Church,”............ Ezbekia, Cairo. 
6. “The Church of God Mission,”........ 1 Naucratis Street, Camp 

de Cesar, Alexandria. 

783.003/297 : Telegram | 

The Chargé in Egypt (Allen) to the Secretary of State 

ALEXANDRIA, October 5, 1937—11 a. m. 
[Received October 5—8:55 a. m.] 

77. Department’s telegram No. 64, September 24 [25], 2 p. m.” 
Ratifications have been deposited by Egypt, Belgium, Greece, Italy 

“Not printed. .
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and Sweden. British ratification en route. No other ratifications 
expected before October 15. The Egyptian Government has recently 
requested France to give an undertaking “similar to that of the United 
States” to suspend consular Jurisdiction on October 15th. No reply yet 
received from Paris. 

There seems little reason to believe that any signatory power will 
fail to ratify within 2 or 8 months. Norway alone is reported to be 
considering relinquishing personal status jurisdiction. 

ALLEN 

783.003/298 : Telegram 

The Chargé in Egypt (Allen) to the Secretary of State 

Aexanoprta, October 11, 1937—1 p. m. 
[Received October 11—8:15 a. m.]| 

80. Legation’s No. 77, October 5,11a.m. Ratification of Denmark 
has now arrived. The Ministry of Justice said to me informally last 
night that the Egyptian Government hoped that the American Gov- 
ernment would suspend its Consular Courts in Egypt on October 15th 
in spite of the fact that some countries would not have ratified by 
that time. 

ALLEN 

783.003/299a ;: Telegram 

The Secretary of State to the Minister in Egypt (Fish) — 

| Wasuinceton, October 11, 1937—6 p. m. 

68. The President signed on October 9 a proclamation * suspending 
“effective October 15, 1937, during the pleasure of the President, the 
judicial functions now exercised by the minister, consuls or other 
functionaries of the United States in Egypt, except as to cases actually 
commenced before October 15, 1937, and except as to matters involv- 
ing the personal status of citizens of the United States as defined in 
articles 28 of the Réglement d’organisation judiciaire” annexed to the 
Montreux Convention of May 8, 1937. 

Please bring this action formally to the attention of the appropriate 
Egyptian authorities, referring in this connection to the assurances 
furnished to the President of the Egyptian Delegation on May 8, 
1937, by the American Delegate to the Montreux Conference, and also 
invite attention to the fact that under the terms of the President’s 
proclamation American consular officers in Egypt will retain juris- 
diction in matters involving the personal status of American citizens. 

Please inform consuls. 
Hun 

“53 Stat. 1729.
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783.003/299 

The Secretary of State to the Chargé in Egypt (Morris) 

No. 265 WasHINcToN, October 25, 1937. 

Sir: The Department has received the Legation’s despatch No. 
1072 of September 10, 1937, submitting for the Department’s con- 
sideration a list of the American institutions which may be entitled 
to the free exercise of their activities in Egypt. This list is conform- 
able with the terms of the letter of May 8, 1937, addressed to the Amer- 
ican Delegate to the Capitulations Conference by the President of the 
Keyptian Delegation. 

Lhe Department has noted your observations in respect of the Evan- 
gelical Synod of the Nile and particularly the statement that the 
Synod is an entirely Egyptian organization and legally independent 
of the American Mission in Egypt. In view of these considera- 
tions it is not apparent that the schools of the Evangelical Synod of 
the Nile may properly be considered as within the purview of the as- 
surances of the President of the Egyptian Delegation at Montreux 
relating to “the educational, medical and charitable institutions (as- 
sociations and foundations) of the United States of America in 
Egypt.” For this reason, as well as for others, the Department is not 
disposed to raise with the Egyptian Government the question of the 
inclusion of such schools in the list under consideration. 

It is believed that it would be, on the whole, desirable to defer 
the drawing up of a definitive list of American institutions for the 
purposes of the letter of May 8, 1937, of the President of the Egyptian 
Delegation, until other Powers, including in particular France and 
Great Britain, have reached agreement with the Egyptian Govern- 
ment concerning the lists of their respective institutions. Accord- 
ingly, the Department desires that you take no action in respect of 
the drawing up of a final list of American institutions in agree- 
ment with the Egyptian Government until the lists of those Govern- 
ments have been completed. In the event you may be approached 
on the subject by the Foreign Office you may state that a tentative 
list may be furnished the Egyptian Government under reservation of 
the right of this Government to revise it pending the framing of a 
final and definitive list. Should the Egyptian Government express 
a desire for the submittal of such a tentative list you are authorized 
to present the list enclosed in your despatch under acknowledgment 
with the omission of any reference to the schools maintained by the 
Evangelical Synod of the Nile and with an explicit indication of the 
list as a wholly tentative one. 

You will, of course, keep the Department currently informed of 
the progress made by the other interested Powers in the compilation
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of the lists of their institutions in Egypt so far as such information 
may come to your knowledge, including, in particular, the lists finally 
agreed upon with the Egyptian Government. | 

Very truly yours, For the Secretary of State: 
Hues R. Witson 

CONSIDERATION OF ADVISABILITY OF PROPOSING THE NEGOTIATION 
OF A CONSULAR CONVENTION BETWEEN THE UNITED STATES AND 
EGYPT . 

711.8821/11a oo 

The Secretary of State to the Minister in Egypt (Fish) 

No. 260 Wasutneron, October 11, 1937. 

Sir: You will recall that Article XI of the Convention Regarding 
the Abolition of the Capitulations in Egypt signed May 8, 1937,*° looks 
forward to the eventual negotiation of a consular convention between 
the United States and Egypt. While existing immunities in respect 
of consular premises, taxes and duties are guaranteed by the final 
paragraph of that article during a period of three years as from May 
8, 1937, it seems appropriate to give consideration now to the draft 

of such a convention. 
The Department has not definitely decided whether to propose nego- 

tiations in the near future or to await the outcome of negotiations 
for consular conventions between Egypt and Great Britain, France, 
Italy, Greece and Belgium. The Department invites your comment 
on this point. 

You are requested to ascertain discreetly the intentions of the 
most interested powers in connection with the negotiation of consular 
conventions with Egypt. Four copies of a draft consular conven- 
tion © are herewith enclosed. It is believed that you will wish to 
submit one copy each to the Consulates at Cairo, Alexandria and Port 
Said for study and comment. The draft is identical with drafts re- 
cently proposed by the United States to several other countries and 
is based upon the consular provisions of the Treaty of Friendship, 
Commerce and Consular Rights between the United States and Nor- 
way, signed June 5, 1928 (Treaty Series No. 852). Four copies of 
this treaty are enclosed. 

The differences between the enclosed draft and the treaty with 
Norway are largely the result of rearrangement and editing, but two 
variations from the treaty with Norway are especially worthy of note. 

* See pp. 615 ff.; for text of convention signed at Montreux, see Department of 
State Treaty Series No, 939, or 53 Stat. 1645. 

° Not printed. 
"| Foreign Relations, 1928, vol. m1, p. 646. 

9826095448
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Article III of the draft treaty, which corresponds to Article XVIII 
of the treaty with Norway, does not contain the phrase “levied upon 
their person or upon their property” which appears in the Norwe- 
pian treaty. Since this phrase has been interpreted by the Treasury 
Department so as to prevent the exemption from the payment of 

taxes including excise taxes on liquor imported by foreign consular 
officers, it is necessary to avoid its use in order to accord the full ex- 
emption which is desired. 

Article III of the draft treaty, which corresponds to Article XVIII 
and IV of the draft. This is to give effect to the Department’s desire 
to obtain exemption from taxation and free entry privileges for such 
officers of this Government as medical officers of the United States 
Public Health Service, and representatives of the Department of 

Labor who are occasionally assigned to American consulates to assist 
in carrying on regular consular functions. The exemption which the 

Department seeks for such officers would, of course, be accorded to 
the corresponding officers of foreign governments. 

Very truly yours, For the Secretary of State: 
Hue R. Witson 

711,8821/12 

The Chargé in Egypt (Morris) to the Chief of the Division of Near 
Eastern Affairs (Murray) 

Agexanpria, December 8, 1937. 
[Received January 4, 1938. ] 

Dear Wautace: I am preparing an answer to the Department’s 
instruction no. 260 of October 11 relative to the question of negotia- 
ting a consular convention between the United States and Egypt. I 
expect to forward it to you in the next pouch. In the meanwhile I 
enclose a memorandum prepared by Allen of his conversation with 
Bedaoui Pasha.” 

Allen had prepared this as an enclosure to a despatch in answer to 
the instruction above cited. As the instruction did not contemplate 
a discussion of this nature I considered it more discreet to send it to 
you informally. It certainly is an interesting discussion and I am 
sure you will find it helpful. The last paragraph is of course the most 
important. I have examined the text of the convention carefully and 
I think Bedaoui Pasha is right in his contention that Article 11 does 
not bind Egypt to conclude consular conventions. 

After the receipt of my despatch, if you should conclude that the 
Legation ought to propose the negotiation of a convention, your in- 

” An official in the Egyptian State Legal Department.
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struction will no doubt furnish guidance as to whether the formal 
proposal should hinge upon Article 11 or whether it should be without 
any reference to the convention. From what I understand Bedaoui 
Pasha is the one person who can make or mar the negotiations. 
Therefore if we can approach him in the manner that he likes we 
would apparently get off to a better start. Even though the Depart- 
ment may hold an opinion contrary to Bedaoui’s respecting Egypt’s 
obligation under Article 11, might we not still propose the negotia- 
tion of a convention without referring formally to Article 11, and then 
if later on obstacles arose which might require the citation of Article 
11, could it not be invoked then? | 

Yours sincerely, | LELAND Morris 

[Enclosure] 

Memorandum by the Third Secretary of Legation in Egypt (Allen) 

At my interview today with Bedaoui Pasha regarding the Extradi- 
tion Treaty (file no. 200), I mentioned the subject of a consular con- 
vention, and said that although the Legation had not been instructed 
to institute negotiations looking to the conclusion of such a conven- 
tion, I would like informally to inquire whether any other power had 
broached the subject with Egypt. He said that no country had yet 
approached the Government in the matter, although he supposed such 
negotiations might be requested soon. 

I said that. M. Garreau, one of the French delegates at Montreux, 
was of the opinion that an understanding had been reached at Mon- 
treux by which Egypt would institute the negotiations with the vari- 
ous powers regarding consular treaties, in order to prevent Egypt’s 
being overwhelmed by too many negotiations at once. Bedaoui said 
that he was not aware of any such understanding, and that further- 
more Egypt might find that it was not interested in negotiating any 
new consular treaties. He said that since Egypt is a country where 
large numbers of foreigners reside and since there are relatively few 
Egyptian colonies abroad, foreign consular establishments in Egypt 
are in general much larger than Egyptian consular establishments 
abroad. Ona basis of reciprocal treatment for consular officers there- 
fore, Egypt would generally lose. For this reason Egypt might not 
be willing to agree even to strict reciprocity in fiscal matters regard- 
ing consuls. He said that the second paragraph of Article 11 of the 
Montreux Convention constituted itself the essentials of a consular 
treaty, and that nothing further was absolutely needed. 

_ I asked whether he interpreted the third paragraph of Article 11 
as obligating Egypt, at least morally, to enter into negotiations within 

three years with any of the former Capitulatory Powers that might
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request consideration of a consular treaty. Bedaoui Pasha replied 
vehemently, “Not in the least. Article 11 does not obligate us to con- 
sider any request for the negotiation of a consular treaty if we do not 
find it in our interest to doso. The three-years provision of Article 11 
applies only to fiscal matters, and at the end of three years all consular 
fiscal privileges will cease definitely unless a bilateral consular con- 
vention shall have been concluded in the meantime. We will have to 
examine each case carefully to determine whether it would be in our 
interest to conclude bilateral consular conventions, and if we do not 
find such to be the case, we shall not be interested in negotiating con- 
sular conventions”. 

To this I replied, in all good humor, “Do you mean to say, Sir, that 
if one of the signatory powers to the Montreux Convention should 
approach you tomorrow with a request to negotiate a consular con- 
vention, you might reply that you were not interested in such nego- 
tiations?” 

“Exactly”, said Bedaoui Pasha. “I do not mean to say that our 
refusal would be as abrupt as that, but we did not bind ourselves at 
Montreux either technically or morally to entertain consular conven- 
tion negotiations with anybody.” 

_ I said that while Article 11 did not expressly provide that Egypt 
undertook to entertain such negotiations, I believed that it was gen- 
erally interpreted among the Diplomatic Corps in Cairo to imply that 
Egypt was willing to negotiate consular conventions and expected in 
general to do so within three years unless, of course, a basis of agree- 
ment could not be reached. 

Bedaoui Pasha replied that the Montreux Convention did not imply 
any obligations on Egypt that were not expressly stated in the wording 
of that Convention. 

_ I asked, then, whether, placing all considerations of the Montreux 
Convention aside, he did not think Egypt might be assuming con- 
siderable responsibility under international practice if it should flatly 
refuse to negotiate a consular convention with a friendly power. I 

suggested that in the case of any two members of the family of nations, 
taking England and Norway for example, if one of the powers should 
approach the other with a request for the negotiation of a consular 
convention and the power approached should flatly refuse, even to 
discuss the subject, the latter country would doubtlessly feel called 
upon to justify its refusal. 
- Bedaoui Pasha said, “Ah, but that is an entirely different matter. 
If any Power should approach Egypt on a basis of entire equality and 
express a desire to conclude a consular convention, without claiming 
that Egypt was bound to do so under the Montreux Convention, Egypt 
would be very pleased to undertake the negotiations.” 

Grorce V. ALLEN
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711.8321/13 

The Chargé in Egypt (Morris) to the Secretary of State 

No. 1156 Carro, December 23, 1937. 
| [Received January 22, 1938.] 

Sm: I have the honor to refer to instruction No, 260 dated October 
11, 1937, relative to the Department’s desire to give consideration to 
the draft of a consular convention between the United States and 
Egypt, and instructing the Legation to ascertain discreetly the in- 
tentions of the most interested powers in connection with the negotia- __ 
tion of consular conventions with Egypt. 

The draft convention forwarded by the Department was submitted 
to the consular offices in Egypt and copies of the letters received from 
the Consulate at Port Said and the Consulate at Cairo containing the 
observations of the officers in charge at those posts are enclosed.™ 
From the Consulate General at Alexandria there was received a 
lengthy comparative analysis of the draft convention made by Vice 
Consul Daniel Gaudin, Jr., who studied existing consular conventions 
between the United States and other countries and particularly the 
German and Norwegian conventions. A copy of Mr. Gaudin’s memo- 
randum is enclosed together with my own comments.® 

With respect to the intentions of the other most interested powers 
I have ascertained the following: 

Mr. Besly, Legal Adviser to the British Embassy, told Secretary 
Gordon P. Merriam that the British Government has not taken any 
action and has not yet given thought to the subject. Some of Mr. 
Besly’s thoughts and interpretations in respect to the negotiation of 
a consular convention with Egypt and the stipulations which it should 
contain are summarized in an extract from a memorandum ™ pre- 
pared by Mr. Merriam, a copy of which is enclosed with this despatch. 

The First Secretary of the French Legation said that his Govern- 
ment is not taking any action at present looking towards the negotia- 
tion of a consular convention and it is not contemplating action in the 
near future. 

An official at the Italian Legation said that the consular judge at 
Cairo was engaged in the study of the question. This study will be 
submitted to the Italian Minister at Cairo who will presumably for- 
ward it to the Foreign Office at Rome. 

The Greek Chargé d’Affaires told me that when he left Athens 
early in October informal] discussion had arisen at his Foreign Office 
where the responsible officials thought it would be advantageous to 
Greece to propose to Egypt to retain the personal status and privileges 

5% Neither printed. 
“Not printed.
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of consular officers just as heretofore on a basis of full reciprocity. 
The Greek Foreign Office officials were apparently going to set about 
to obtain the consent of their own Finance Department to this pro- 
posal but they were not at all certain that the Finance Department’s 
cooperation could be counted upon. They hoped the consent of the 
Finance Department to this proposal might be obtained in view of the 
fact that Greece would benefit considerably by such an arrangement as 
there are decidedly more Greek consular officers in Egypt than there 
are Egyptian consular officers in Greece. The Greek Chargé d’A ffaires 

| expressed doubts of the acceptance of such a proposal by the Egyptian 
Government. In any case these discussions were informal and may 
come to nothing. Officially the Greek Legation has not taken any 

action and is not expecting any immediate instructions to do so, 
The Department invites comment as to whether negotiations should 

be proposed in the near future or deferred to await the outcome of 
negotiations of other principal powers with Egypt. I am of the 
opinion that negotiations undertaken promptly have the best chance 
of being brought to a satisfactory conclusion. In principle it seems 
to me desirable to take advantage of the good feeling engendered by 
the conclusion of the Montreux Convention. This feeling exists at 
the present time in respect of the former Capitulatory Powers. The 
Egyptian officials who successfully negotiated the Montreux Conven- 

tion have continued at the head of the Government. It is a reason- 
able assumption that they would be well disposed towards negotiations 
proposed by one of the powers which had shown such friendly dis- 
position towards Egypt by giving consent to the termination of im- 
portant rights and had thereby incidentally enhanced their personal 
prestige. If power should pass to the hands of other Egyptians who 
did not directly participate in the Montreux negotiations, their view- 
point might be entirely different. It is not unlikely that anything 

connected with or resulting from the activities of the Government 
which negotiated at Montreux might, as a matter of principle, be 
carped at and criticized by their successors, and ill founded but none 
the less active opposition might be encountered tending to defeat or 
at least: to delay unreasonably the object of the negotiations for reasons 
of interior politics alone. 

Furthermore, apart from the foregoing considerations, an impor- 

tant advantage might lie in the fact of being the first to propose ne- 
gotiations. The Egyptian officials would more likely deal with the 
negotiations in a prompter and more elastic fashion than if already 
wearied and with the edge of their interest blunted by several similar 
previous contacts. Again, to await the outcome of other negotia- 
tions might risk the acceptance by other powers of less advantageous
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vonventional stipulations not of so much interest to them but, on 
the other hand, of greater concern to the United States. 

If anything further is learned in the meanwhile as to the intentions 
of other powers in respect to the subject matter, the Department will 
be promptly informed thereof. 

' Respectfully yours, Letanp B. Morris 

711.8321/12 

The Chief of the Division of Near Eastern Affairs (Murray) to the 
— Chargé in Egypt (Morris) | 

[WasHINGTON,| January 3, 1938. 

Dear Levanp: I have read with much interest your letter of Decem- 
ber 8, 1937, enclosing a memorandum of a conversation between Mr. 
Allen and Bedaoui Pasha, of the Egyptian State Legal Department, 
concerning the negotiation of a consular convention between the 
United States and Egypt. 

There is nothing to be found in the Acts of the Capitulations Con- 
ference (a copy of which is no doubt available to you) which would 
support the view that the Egyptian Government is under any obliga- 
tion, under the terms of the Capitulations Convention, to negotiate 
consular conventions with interested Powers. Moreover, I agree with 
you that there is nothing in the specific provisions of Article 11 of 
the Convention which binds Egypt in that respect. 

From the mention of consular conventions in Article 11 it may be 

reasonably concluded, however, that Egypt is not averse to the nego- 
tiation of consular conventions in conformity with international 
practice. 

In view of Bedaoui Pasha’s expressed attitude on the subject and 
in consideration of the natural susceptibilities of the Egyptian author- 
ities generally to anything suggestive of a derogation of their sover- 
eign rights, I see no reason why we should not approach the Egyp- 
tian Government in the matter of the negotiation of a consular con- 
‘vention, when the appropriate moment arrives, in the same manner 
in which we would approach any other government without any 
reference to the Capitulations Convention. 

Meanwhile we shall be awaiting with interest the receipt of your 
formal views on the possible desirability of proposing at an early date 
the negotiation of such a convention.™ 

Sincerely yours, Waiiace Murray 

See despatch No. 1156, December 23, supra. Apparently no further action 
was taken regarding the proposed convention.
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RENEWED PROPOSALS BY THE UNITED STATES REGARDING THE 
NEGOTIATION OF AN EXTRADITION TREATY WITH EGYPT* 

283.11/43 

The Secretary of State to the Minister in Egypt (Fish) 

No. 243 WasHInetTon, July 27, 1937. 

Sir: The Department refers to the following declaration made in 
the letter which you, as President of the Delegation of the United 
States of America at the Conference for the Revision of the Capitula- 

tory Regime in Egypt, addressed on May 8, 1937, to His Excellency 
Moustapha El Nahas Pasha, President of the Council of Ministers of 

Egypt: 
“The Government of the United States declares that pending the 

ratification on its part of the Convention signed this day it will suspend 
the extraterritorial jurisdiction of its consular and diplomatic officers 
in Egypt over American nationals and corporations to the same extent 
that, and at the same time and under the same conditions as, the other 
Capitulatory Powers agree to abridge or suspend the extraterritorial 
jurisdiction in Egypt of their consular and diplomatic officers over 
their nationals and corporations.” © 

- The Department assumes that in accordance with the quoted decla- 
ration the authority conferred upon American consular officers in 
extraterritorial countries by the Act of Congress of March 22, 1934, 
to extradite to the United States fugitives from its justice will be 
suspended, insofar as Egypt is concerned, as of October 15, 1937. 
This being so, it becomes desirable to conclude an extradition treaty 
-between the two countries at an early date, and therefore the Depart- 
ment desires you to institute negotiations to this end, using as a basis 
therefor the draft of such a treaty which was sent to your Legation in 
the Department’s instruction of June 4, 1931. 

_ The direction for the resumption of negotiations is predicated upon 
the assumption that you will share the Department’s view that the 
following statement contained in Section 5 of the Declaration by the 
Royal Egyptian Government ® made at the Conference mentioned 

does not require incorporation in the proposed treaty, and that no 

reference thereto need be made in the treaty, since the statement merely 
relates to a matter of procedure dealing with matters of extradition in 

Egypt involving a foreigner charged with being a fugitive from 
Justice : 

. % For previous correspondence, see Foreign Relations, 1933, vol. 0, pp. 841 ff. 
For text of letter, see p. 654. 
48 Stat. 454. 

° Foreign Relations, 1933, vol. 11, p. 841. 7 
© May 8, 1937; for text, see Department of State Treaty Series No. 939, p. 65, or 

53 Stat. 1701.
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“In conformity with the practice generally adopted in regard to 
extradition, the Royal Egyptian Government intends to adopt judicial 
procedure in this matter. It will therefore be necessary for the Mixed 
Tribunal to pronounce upon the regularity of the request for extradi- 
tion when such request relates to a foreigner within the jurisdiction of 
the said Tribunal.” 

Should you be of the opinion that the quoted language of the Decla- 
ration should be incorporated in the treaty or referred to therein you 
will please so inform the Department before beginning negotiations, 

stating your grounds for such opinion. 
Very truly yours, For the Secretary of State: 

R. Watton Moore 

283,11/45 

| The Minister in Egypt (Fish) to the Secretary of State 

No. 1066 Buixeezy, Ramiren, August 31, 1937. 
[Received September 24.] 

Simm: I have the honor to acknowledge the receipt of the Depart- 
ment’s instruction No. 248 of July 27, 1937, instructing the Legation 
to institute negotiations looking to the conclusion of an extradition 
treaty between the United States and Egypt, using as a basis therefor 
the draft treaty which was sent to the Legation by the Department 
on June 4, 1931. | 

There is enclosed herewith a copy of the Legation’s Note to the For- 
eign Office, dated August 30, 1937, transmitting anew the draft treaty 
received in 1931 and expressing the hope that early consideration 
might be given to the conclusion of such a treaty. 

The Legation will not fail to transmit to the Department any reply 
which may be received to this Note, and will endeavor to obtain an 
answer at an early date. 

Respectfully yours, Bert Fisa 

[Enclosure] | 

The American Minister (Fish) to the Egyptian Minister for Foreign 
Affairs (Boutros Ghali) , 

No. 428 BuLKELEY, RamurH, August 30, 1987. 

ExcELtency: I have the honor, acting under instructions from my 
Government, to transmit a draft of a comprehensive extradition treaty 
between the United States of America and the Royal Egyptian Gov- 
ernment, to the conclusion of which it is hoped early consideration 
maybe given. . | =
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Your Excellency’s attention is invited to the fact that the enclosed 
draft is the same as that submitted to the Royal Ministry by this Lega- 
tion in its Note No. 100, of June 27, 1931, at which time the Legation 
requested that consideration be given to the conclusion of an extra- 
dition treaty. The former negotiations were terminated in 1933. In 
view of the changed conditions now existing in Egypt, it is hoped that 
Your Excellency may concur in my Government’s belief that the con- 
clusion of an extradition treaty between the two countries at an early 
date becomes desirable. 

I have [ete. ] Bert Fis 

283.11/49 

The Chargé in Egypt (Morris) to the Secretary of State 

No. 1119 Catro, November 15, 1937. 
[ Received December 10. ] 

Sim: I have the honor to refer to the Legation’s despatch no. 1075 
of September 15, 1937," enclosing a translation of a note from the 
Foreign Office acknowledging the receipt of a draft copy of an extradi- 
tion treaty which the United States hoped might be concluded with 

Egypt. 
Last week Third Secretary Allen called at the Foreign Office to 

inquire regarding the status of the case. He was informed that the 
draft treaty had been referred to Bedaoui Pasha, the Legal Adviser 
to the President of the Council of Ministers. Mr. Allen asked whether 
it might be appropriate for him to call on Bedaoui Pasha in order to 
ascertain what consideration was being given to the treaty and how 
soon a reply might be expected. The Foreign Office thought that 
the negotiations might be hastened by such a visit and arranged an 
interview for Mr. Allen with Bedaoui Pasha. 

There is enclosed herewith a memorandum of the conversation which 
took place at this interview. 

Respectfully yours, Levanp B. Morris 

[Enclosure] 

Memorandum by the Third Secretary of Legation (Allen) 

: Catro, November 10, 1937. 

I called this evening, by appointment made through the Foreign 
Office, on Badaoui Pasha, Legal Adviser to the President of the Coun- 
cil of Ministers, to inquire regarding the draft extradition treaty, 
which had been submitted to the Egyptian Government on August 

“ Not printed.
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30, 1987. Badaoui Pasha said that the draft had been sent to his 
office to study several weeks ago, and apologized for the fact that his 
assistants had not referred the matter to him sooner. He said that 
he had just obtained the file, as a result of the Legation’s request for 
an interview. 

During our conversation, discussion was based largely on the five 
points raised by the Egyptian Government during the negotiations 
of 1931-1933 (Legation’s despatch no. 604 of November 22, 1982 *). 
Badaoui Pasha stated that the first observation made by the Egyptian 
Government in 1982, regarding certain special provisions which might 
be necessary in the Treaty because of the capitulatory régime then in 
force could now be entirely disregarded and the Treaty negotiated 
without consideration of any limitations on Egyptian sovereignty. 

In 1932 the Egyptian Government suggested that to include in the 
Treaty a list of extraditable crimes (Article 2) would be to risk ia- 
completeness. Egypt preferred a general formula providing for ex- 
tradition in case of crimes involving a year’s imprisonment or more. 
Badaoui Pasha was inclined to believe that the Egyptian suggestion 
was still valid. I pointed out to him that although he would under- 
stand that I was not in a position to discuss the details of the Treaty 
and had called principally for the purpose of finding out the status of 
the case, I might say that in examining most of the recent extradition 
treaties the United States had negotiated, including one in 1932 [1931] 
with Great Britain,® I had observed that a list of extraditable crimes 
was usually included in the Treaty, and that experience must have 
proved that there was a valid reason therefor. I suggested that the 
criterion of a year’s imprisonment might not be satisfactory due to 
the wide divergence of penalties in different countries, and that 
there was an obvious advantage to be gained from having all of our 
extradition treaties on the same general plan. I said that the United 
States had been one of the foremost countries interested in the matter 
of extradition, and that I would presume that uniformity in our 
treaties was desirable in order that advantage might be taken of the 
great body of judicial interpretations which had doubtlessly de- 
veloped in the United States regarding the treaties already in force. 

Badaoui Pasha said that he could appreciate the argument for 
uniformity, particularly as regards judicial interpretations. He said 
that in the only full extradition treaty which Egypt has yet attempted 
to negotiate, that with Palestine a few years ago, the formula of crimes 
involving one year’s imprisonment had been decided upon, but he 
indicated that the Egyptian Government might be brought to appre- 
ciate the advantage of including a specific list of crimes in the Treaty 
with us. 

* Not printed. 
* Signed at London, December 22, 1931, Foreign Relations, 1931, vol. 11, p. 353.
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(The Palestine Treaty was never ratified.) 
In 19382 the Egyptian Government suggested that the American 

formula for political crimes (Article 8) was not sufficiently inclusive 
in its exemption of attempts against the person of the King. Badaoui 
Pasha asked if I could say anything on this point. I replied that I 
could only say that the provision regarding political crimes in our 
recent treaty with Great Britain, also a constitutional monarchy, 
appeared to make no exemptions whatsoever regarding attacks 
against the head of the State. Badaoui Pasha said that he would be 
very interested to see the British Treaty. 

In 1982 the Egyptian Government pointed out that our draft (Ar- 
ticle 5) provides that there shall be no grounds for extradition if, 
according to the laws of the country within the territory of which 
the crime was committed, the fugitive could not be prosecuted or 
punished because of lapse of time. Badaoui Pasha thought that the 
statute of limitations in both the country applying for extradition 
and the country applied to should be taken into consideration. I 
replied that I was not in a position to make any observations on this 
point. 

In 1932 the Egyptian Government had objected to the provision in 
article 11 of our draft making the treaty applicable to all territory 
under the control of the high contracting parties. Badaoui Pasha 
stated that the question of the Sudan was still in the minds of the 
Egyptians, and that the method of making treaties applicable to the 
Sudan had still not been entirely established. He said that in the past 
the British Government has made treaties applicable to the Sudan 
and has simply notified the Egyptian Government of its action. He 
said that as a result of the recent Anglo-Egyptian Treaty of Alli- 
ance,“ the former method of making treaties applicable to the Sudan 
might not be sufficient. He said that he presumed that in the present 
instance the American Government was primarily interested in an 
extradition treaty with Egypt and that if the Egyptian Government 
did not desire to enter into the question, at the present time, of the 
negotiation of treaties applicable to the Sudan, it might be supposed 
that the American Government would prefer a treaty applicable to 
Egypt alone rather than no treaty at all. I said that I felt confident 
that the American Government desired to have all parts of the world 
covered by an. extradition treaty, and suggested that Egypt might sign 
a treaty applicable to all territory under Egyptian control, it being 
naturally understood that such a treaty would run to the same extent 
and degree as Egyptian sovereignty. Bedaoui Pasha said that the 
question would be given most careful consideration and that he felt 

“Signed at London, August 26, 1986, British Cmd. 5360, Bgypt No. 6 (1937) : 
Treaty of Alliance.
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sure that the question of the Sudan would not prevent the conclusion 

of the proposed treaty. 
In 1932, the Egyptian Government expressed its inability to under- 

stand why a difference was made in Article 7 of the draft treaty re- 
garding the period of time within which extradition documents should 
arrive after provisional arrest. (The draft provides that Egyptian 
extradition documents must arrive in the United States within two 
months after the date of commitment, and that American documents 
must arrive in Egypt within two months after the date of arrest). 
Bedaoui Pasha said he still did not understand the divergence. I sug- 
gested that the Egyptian interpretation of the term “commitment” 
might not be correct, since “commitment” as used in Article 7 might 
not refer to the commitment of the crime, as the Egyptian Govern- 
ment had interpreted it, but to some legal meaning of the term, such 
as “commitment to jail”. I reiterated the fact that my discussion of 
these points was entirely unofficial so far as the American Govern- 
ment was concerned, and that I had no background regarding the 
terminology of the treaty. 

Bedaoui Pasha expressed full appreciation for the visit, and said 
he was glad that the Legation had reminded him of the negotiations, 
which the Government, now freed from consideration of capitulatory 
problems, would actively pursue. He said that no other power had 
yet approached Egypt regarding an extradition treaty, but that there 
was no country better than the United States with which to begin their 
negotiations. In answer to a question, he said that he saw no reason 
why our treaty should not be proceeded with now to its conclusion and 
that the Egyptian Government would not have to wait until it had 
received proposals from other powers. He asked me if I would let 
him have copies of two or three of our more recent extradition treaties, 
including that with Great Britain and at least one with a country 
following the Civil Code legal system, such as France or Italy. I 
agreed to send the copies to him. 

Grorce V. ALLEN 

288.11/50 : | 

The Secretary of State to the Chargé in Egypt (Morris) 

No. 287 Wasuinaton, December 20, 1937. 

Srr: The Department has received your despatch no. 1119 of No- 
vember 15, 1937 in relation to an interview regarding the negotia- 
tions for the conclusion of an extradition treaty between the United 
States and Egypt had by Third Secretary Allen, of your Legation, 
with the Legal Adviser to the President of the Council of Ministers.
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It appears from Mr. Allen’s memorandum of this interview that a 
statement in writing will be forthcoming at a later date regarding the 
views of the Egyptian Government upon the draft of such a treaty 
which was submitted by the United States. In the meanwhile, for 
the information of the Legation and as bearing upon points raised 
in the interview, the Department advises you that all of the extradi- 
tion treaties negotiated by the United States, whether or not of a recent 
date, contain a list of extraditable offenses. For the sake of definite- 
ness and since the penal provisions in force in different countries 
often provide penalties of a character which vary from country to 
country, this Government would not desire to enter into a treaty 

of extradition which merely provided that there should be surrender 
for offenses the penalty for the commission of which would be a 
certain term of imprisonment. 

_ So far as concerns the exemption contained in the American draft 
from the non-liability to surrender in the case of political offenses, it 
may be observed that such provision is in accord with the usual provi- 
sion contained in treaties of the United States. However, the Depart- 
ment would give careful consideration to any provision on this point 
which might be suggested by the Egyptian Government. 

The Department would have no serious objection to compliance with 
the apparent desire of the Egyptian Government that it be provided 
in the treaty that there should be no obligation to extradite after the 
statute of limitations in regard to the particular offense had run in the 
requested country. 

Mr. Allen was correct in his suggestion that the term “commitment” 
contained in Article 7 of the American draft does not refer to the 
commitment of the crime, but to the commitment of the prisoner by 
the extradition magistrate to the custody of a marshal or jailer fol- 
lowing the provisional arrest of the fugitive. 

Very truly yours, For the Secretary of State: 
R. Watton Moore 

*=No record of a reply by the Egyptian Government has been found in Depart- 
ment files. Apparently the project was dropped.
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WITHDRAWAL OF AMERICAN DIPLOMATIC AND CONSULAR 

REPRESENTATIVES FROM ETHIOPIA * 

765.84/5184 : Telegram 

The Minister Resident in Ethiopia (Engert) to the Secretary of State 

| Apvpis ABABA, February 19, 1937—4 p. m. 
[Received February 21—12: 15 a. m.] 

45. An attempt on the life of the Marshal was made at the palace 
at about 1 p. m. today by one or more natives with hand grenades 
and he is said to have been wounded. How seriously is not yet known. 
Other prominent Italians reported to have been wounded are the 
general commanding air forces and the chief of the carabinieri. 

_ Italian authorities.at once took drastic action machine gunning and 
beating natives indiscriminately and burning their huts. Bombing 
planes have been acting with incendiary bombs in the outskirts of 
the city and at this writing a good deal of rifle and even field gun fire 
is audible throughout the city. AJl natives have been driven off the 
streets and the Italians including civilian laborers seem thoroughly 
alarmed and go about heavily armed. 

By an odd coincidence the Marshal and Madame Graziani were 
at their own suggestion to have come to tea at this Legation this 
afternoon. 

ENGERT 

765.84/5181 : Telegram 

The Minister Resident in Ethiopia (E'ngert) to the Secretary of State 

Appis ABABA, February 19, 1937—9 p. m. 
[Received February 21—12:22 a. m.] 

46. Official communiqué states about 10 hand grenades were thrown 
wounding some 30 persons among whom Marshal Graziani, Vice Gov- 
ernor General Petretti, General Liotta, General Garibaldi, General Ar- 
mando, Governor Siniscalchi, Chief of Cabinet Mazzi and Archbishop 
Kyrillos. Condition of Marshal stated satisfactory. Liotta lost one 
leg. | oe | 

| | ENGERT 

- * For previous correspondence, see Foreign Relations, 1936, vol. 111, pp. 330 ff. 
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765.84/5182 : Telegram 

The Minister Resident in Ethiopia (Engert) to the Secretary of State 

Appis Anasa, February 20, 19387—11 a. m. 
[Received February 22—9:30 a. m.] 

47. My 45 and 46, February 19th. Yesterday afternoon and all last 
night the Italians by way of reprisals set fire to hundreds of native 
houses including some in the immediate vicinity of this Legation 
which necessitated our taking special precautions to prevent our build- 
ings from catching too. If there had been a strong wind it would 
probably not have been possible and I have this morning pointed out 
the danger to the authorities. 

The Italians have, as was to have been expected after their incen- 
diaries last July and August, completely lost their heads. Undis- 
ciplined bands of Black Shirts and laborers armed with rifles, axes 
or clubs have since the incident been roaming the streets killing all 
natives in sight even women amidst scenes of revolting savagery. 
Many natives whose huts were burning were either shot as they tried 
to escape or were forced to perish in the flames. Not since the Arme- 
nian massacres have I seen a display of such unbridled brutality and 
cowardice. Besides there have been mass executions in batches of 
50 or 100 all over town of wretched people who by no stretch of the 
imagination could have had anything to do with the incident. 

French Minister informs me a band of Black Shirts rushed into his 
compound yesterday afternoon, set fire to three huts in his servants 
quarters and chased away four of the native servants. He agrees 
with me that for the last 24 hours the Italians have been acting like 
raving maniacs which bodes ill for the future. | 

Desultory firing continues in the city and on my way back from the 
French Legation I saw several fresh corpses strewn along the road 
while large trucks were carting away those killed earlier in the 
morning. 

ENGERT 

365D.1163/51 : Telegram 

The Minister Kesident in Ethiopia (Engert) to the Secretary of State 

: Appis Asana, February 20, 1937—2 p. m. 
_ [Received February 23—6: 45 p. m.] 

48, Duncan Henry of the American Presbyterian Mission in Addis 
Ababa was brutally assaulted this morning by an Italian carabiniere 
who dragged him out of his car in front of a shop and struck him 
several times with his rifle on the head, shoulder, and arm, causing a 
scalp wound which bled profusely and severe bruises on his body. He
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also slapped his face and hit his throat. He then handcuffed him 
and when an Englishman who was with Henry tried to explain the 
situation he too was handcuffed and shackled to Henry. 

It so happened that at that precise moment I was passing in my 
car and of course stopped to inquire what the trouble was. The two 
carabinieri chiefly responsible for the outrage were very incoherent 
and claimed Henry had “refused to move on.” This Henry de- 
nied categorically and proved it by the fact that he was being assaulted 
while his servant was cranking his car. We all went to the nearest 
police station where I complained to the officer in charge of the ill 
treatment this American had suffered. He said there must have been 
a misunderstanding and ordered both Henry and the Englishman 

released at once. I then took Henry in my car to the Legation and 
after some first aid I accompanied him to his Mission. 

I later made a verbal protest to the Acting Chief of Cabinet and 
the chief of the carabiniert which I shall follow up tomorrow with 
a written one. 

ENGERT 

765.84/5187 : Telegram 

The Minister Resident in Ethiopia (E-ngert) to the Secretary of State 

Avois Asapa, February 21, 1937—9 a. m. 
[Received February 23—10:20 p. m.] 

49. My 47, February 20,11 a.m. I respectfully suggest that the 
Department telephone to Rome in the following sense: 

1. This Legation has for 2 days been needlessly exposed to grave 
dangers from fire and stray shots due to the activities of the Italian 
military who have been setting fire to houses and have been shooting 
down natives in the immediate vicinity of our compound. 

2. This first happened the night before last and although I imme- 
diately requested the authorities to take steps to prevent a recurrence, 
Italian soldiers brazenly informed employees of this Legation yester- 
day afternoon that the remaining houses adjoining our compound 
would be burnt that night. I again appealed in person twice to the 
Commandant of Carabinieri and once to the Chief of Cabinet who both 
assured me they would not permit it and that a guard would be sent 
to protect the Legation. 

8. Despite these promises the burning of huts and shooting of 
natives close to the Legation were resumed after sunset and con- 
tinued practically all night. Again if the wind had been stronger 
our buildings might well have caught fire. Nota single Italian soldier 
appeared either to prevent the fires or to stop them from spreading 

982609—54—44



682 FOREIGN RELATIONS, 1937, VOLUME II 

or to protect the Legation in any other manner. On the contrary 
we saw the Italians themselves set fire to the very houses which 
endangered ours. 

[42]. It seems quite obvious that as all the highest officials are 
wounded, including the two just mentioned, the Black Shirts and 
armed laborers have run amuck and are unwilling to obey orders. 
(The French Minister tells me half a company of Italian regulars 
were powerless to prevent outrages in his Legation grounds because 
they were afraid to offend the Black Shirts.) 

5. An inevitable and perfectly logical result of Italian adminis- 
tratorship has been that several hundred natives including women 
and children inhabiting the burning huts surrounding this Lega- 
tion came into our compound. As they climbed over the fences during 
the night in order to save their lives I was of course powerless to stop 
them. However, even had I been able to keep them out I should 
not have done so because I felt that the most elementary dictates of 
humanity and decency required that they be permitted to seek refuge 
in the only place available to them. I merely insisted that they be 
unarmed. Most of them are relatives or friends of our servants and 
had been absolutely loyal to the Legation during the disturbances 
of last May. So far the Italians are hardly aware of their existence 
but should they request that they leave our compound I shall first 
demand a definite assurance from the authorities that they will not 
be hunted down like wild beasts. 

EINGERT 

765.84/5189 : Telegram 

The Minister Resident in Ethiopia (E'ngert) to the Secretary of State 

Avppis ABaBA, February 22, 1937—10 a. m. 
[Received February 24—2:25 p. m.] 

$1. Supplementing my 49, February 21, 9 a. m., I report as follows: 
1. The mother of one of our servants was shot through the head 

and her body was brought to the Legation by Italian soldiers without 
explanation. She appears to have been killed as she was running out 
of her burning hut. The mother of another is missing and although 
I personally accompanied her daughter on search we failed to find her. 
Her son is missing, too. 

_ 2. One of our messengers was on his way home when he was savagely 
attacked by Italian soldiers who knocked him down and beat him with 
clubs and tore his coat. His back and shoulders show severe contu- 
sions. He wore the Legation’s uniform whose belt has a brass plate 
with “American Legation Addis Ababa” in large letters to which he
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pointed when he was attacked. He also had identification paper 
issued by the Italian authorities to all Legation servants. However, 
soldiers paid no attention to either and shot three other natives in his 
presence. 

3. Italian authorities finally sent one white soldier and one Askari 
to guard front gate of the Legation at 8 o’clock last night. They 
would of course have been entirely useless in a serious emergency but 
they informed me that orders have been issued to the Black Shirts not 
to burn any more houses. None were in fact burnt in our immediate 
neighborhood but further away several big blazes were clearly visible 
and the shooting continued for several hours during the first half of 
the night. 

4, Chief interpreter of the British Legation, an Ethiopian subject, 
was arrested and has so far not been released. Likewise some 50 
British subjects mostly Arabs and Indians. 

5. Thirty-eight native servants of the French Legation who had 
been forcibly removed from its compound on Friday have not yet 
returned. 

6. It is conservatively estimated that at least 3,000 harmless natives 
have been killed in and near Addis Ababa during the last 3 days and 
that 2,000 houses have been destroyed. Moreover thousands of trees 
which this treeless region could ill afford to lose have perished in the 
flames. 

ENGERT 

765.84/5188 : Telegram 

The Minister Resident in Ethiopia (E'ngert) to the Secretary of State 

| Appis ABaBA, February 22, 1937—3 p. m. 
3 [Received February 24—9: 50 a. m.] 

53. My 51. I just happened to be the eye witness of a revolting 
scene: I was driving in my car when one in front of me suddenly 
stopped obliging me to stop too. An Italian colonel jumped out and 
for no apparent reason rushed at an elderly native and two women 
[apparent omission] had overtaken a moment before. With oaths 
and shouts of “I’ll make you beasts crawl in the dust before me” he 
began belaboring the man’s face with his horse whip until he was 
covered with blood and prostrated himself before him and with out- 
stretched arms begged for mercy. The colonel then turned on the 
women who were already kneeling and was beginning to strike them 
with his whip when I blew the horn of my car (as if wishing to pass 
his) so loudly that he stopped and noticing the two American flags on 
my car he looked embarrassed and drove off. In his blind fury he had 
evidently not seen my car and realized too late that I must have wit- 
nessed the entire performance.
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Scenes such as this and many much worse and typical scenes have 
been going on for 4 days to impress the natives with the civilizing mis- 
sion of Fascist Rome. | 

ENGERT 

765.84/5190 : Telegram . | 

The Minister Resident in Ethiopia (E'ngert) to the Secretary of State 

Avpis ApaBa, February 23, 1937—3 p. m. 
[Received February 24—3: 05 p. m.]} 

55. Please see paragraph 5 of my 49, February 21, 9 a. m. 
Although the Italian authorities have entirely ignored the presence 

of the native refugees in our compound, I deemed it best this morning 
to call on Colonel Mazzi, Chief of Cabinet, who has sufficiently re- 
covered to transact business, to inform him that I had between four 
and five hundred of them and of course wished to get rid of them as 
soon as possible. I explained the circumstances which had brought 
them to the Legation and said that as things had quieted down con- 
siderably since yesterday I was prepared to send out all those who still 
had their own homes or could be taken care of by relatives. But I 
could do so only on condition that he assured me formally that no 
harm would be done to them and that if possible food, et cetera, be 
provided temporarily for those who were destitute. Colonel Mazzi, 
with whom I have always been on the friendliest terms, said at once he 
appreciated my coming to him and that he would issue the most 
emphatic orders that none of the refugees from the American Legation 
should be touched. He then called in the acting commandant of the 
carabiniert and instructed him to that effect in my presence, adding 
that food should be provided and homes found for those needing them 
and that anybody molesting them should be severely punished. 

I expect that by tomorrow night most of the natives will have left 
our compound. 

ENGERT 

765.84/5182 : Telegram 

The Secretary of State to the Minister Resident in Ethiopia (Engert) 

WasHineaton, February 23, 1937—7 p. m. 

94. Your 47, February 20, 11 a.m. In view of the conditions de- 
scribed in your telegram we feel that it may be undesirable to con- 
tinue to maintain our present representation at Addis Ababa. Such 
conditions, taken in conjunction with questions such as those referred
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to in your 44, February 18, 2 p. m.,? are likely to involve us in em- 
barrassing if not dangerous incidents which are not of any vital con- 
cern to this country. 

Since American missionaries in the interior are now safe and since 
you have done everything for them that could properly be expected, 
we feel that perhaps no useful purpose would be served by maintain- 
ing our representation. Under the circumstances we incline to believe 
that you should depart on leave prior to March 1, as previously 
planned, and that Hughes? should arrange to close the office and with- 
draw with American personnel as soon after your departure as he 
conveniently can. | 

Please submit your definite views, stating date of your departure 
and earliest date on which Hughes could withdraw if that should be 
finally determined. 

Hou 

765.84/5185 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State . 

Rome, February 24, 1937—noon. 
[Received February 24—9:25 a. m.] 

70. My 65, February 20, 1 p.m? According to statements from 
Addis Ababa published here yesterday and the previous day, 2000 
natives were arrested following the bomb incident. A few hundred 
who had been able to prove their innocence were released while all 
persons found in possession of arms on their persons or in their huts 
were shot; investigations of those still under arrest are continuing. 
Squads of Fascists have “cleaned up certain suspect quarters” of the 
city. While the population was reported calm it was added that 
80,000 national troops were guarding the city. The statement issued 
day before yesterday stated that all culprits would be executed “under 
orders from Rome”. 

| | PHuinuips 

765.84/5187 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

: WasHINneton, February 24, 1937—6 p. m. 

90. Following is text of Engert’s 49, February 21, 9 a. m. received 

late last night: | 
[Here follow numbered paragraphs of telegram No. 49, printed on 

page 681.] 

* Not printed. . 
? Morris N. Hughes, Consul at Addis Ababa.
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Please bring this situation urgently to attention of Foreign Office 
in such manner as you think appropriate and ask that instructions 
be sent immediately to authorities in Addis Ababa to render prompt 
and effective protection to Legation and its personnel. 
With reference to paragraph 5 of above quoted telegram, the 

Department is instructing Engert as follows: 
[Here follows second paragraph of telegram printed infra.] 

Hui 

765.84/5187 ;: Telegram 

The Secretary of State to the Minister Resident in Ethiopia (Engert) 

WasHINGTON, February 24, 1937—6 p. m. 

26. Your 49, February 21, 9 a. m. received late last night. The 
situation is being brought to the attention of the Embassy at Rome 
which is to request that the necessary instructions be sent to the author- 
ities at Addis Ababa to take prompt and effective steps to protect 
the Legation and its personnel. 

While the Department, for humanitarian reasons, does not desire to 
instruct you regarding the natives who have taken refuge in the com- 
pound, it is obvious that the presence of these persons adds greatly 
to the danger of you and your staff. It is hoped that you will be 
able to take steps to remove such refugees as soon as you can do so 
without placing them in danger of their lives. 

Please reply as quickly as possible to our cable of yesterday * and 
report situation to date. 

Hob 

765.84/5197 : Telegram 

The Minister Resident in Ethiopia (Engert) to the Secretary of State 

Avpis Apasa, February 25, 1937—4 p. m. 
[Received February 26—3:15 p. m.]} 

61. My 55, February 23, 3 p. m. The last of the refugees left 
the Legation last night and have not been molested. Food has been 
provided by the authorities as promised. 

By actual count 700 Ethiopians had taken refuge in the Legation 

between February 19 and 23 of whom 243 [were] men, 262 women and 
195 children. Before leaving, a delegation from them very touch- 
ingly expressed their gratitude to the United States Government “for 
saving our lives”, 

ENGERT 

“Telegram No. 24, February 23, 7 p. m., p. 684.



ETHIOPIA 687 

%765.84/5194 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, February 25, 1937—5 p. m. 
[Received February 25—2 p. m.] 

73. Your 19, February 24, 1 p. m.° and 20, February 24,6 p.m. I 
have already sent a note to Count Ciano describing the dangerous 
situation affecting the American personnel and property in Addis 
Ababa and asking that immediate steps be taken to afford effective 
protection. I am also seeking a personal interview with him. 

I welcome your instruction to Engert in which you state your belief 
that he should depart on leave prior to March 1st. Tome the situation 
does not yet require the withdrawal of Hughes. Of course if we 
could withdraw the American personnel altogether and place Ameri- 
can interests in Ethiopia under the American Consul General in Naples 
it would be a happy solution. This step has already been taken by the 
Turkish Government under the Turkish Consul at Bari, by the Peru- 
vian Government under the Peruvian Consul General at Genoa and 
by the Polish and the Swiss Governments under their respective Con- 
suls at Rome. However, this would presumably require recognition 
at this time by us of the new situation in Ethiopia. 

In the present circumstances a simultaneous withdrawal of all the 
American personnel might be looked upon as passing judgment upon 
a situation regarded here as one of domestic concern. I would favor 
less abrupt action and am inclined to think therefore that it would be 
better for Hughes not to withdraw at the present moment unless of 
course his life and the lives of his staff are in positive danger. 

For the Department’s information there has been no hint as yet 
in the Italian press of the seriousness of the situation beyond that 
reported in my 70, February 24, noon. An official communiqué this 
afternoon announces the capture and execution of Ras Desta which 
the press interprets as an important factor in pacification. 

PHILLIPS 

765.84/5196 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Romg, February 26, 1937—1 p. m. 
[Received February 26—8: 45 a. m.] 

79. My 75, February 25, 7 p.m. Count Ciano informed me this 
morning that instructions had been telegraphed immediately to Addis 

*Not printed; it quoted text of Department’s telegram No. 24, February 23, 7 
p. m., to the Minister Resident in Ethiopia, p. 684. 

* Not printed.



688 FOREIGN RELATIONS, 1937, VOLUME II 

Ababa by the Ministry of the Colonies to give prompt and effective 
protection to the American personnel and property. I expressed our 
concern at the reports which we had received indicating that the situa- 
tion in Addis Ababa had got out of hand; that fires had been set 
deliberately to property adjoining our buildings which during an 
entire night had been in constant danger of conflagration from the 
neighboring fires; that in spite of the appeals to the commandant of 
the carabinieri and to the Chief of Cabinet there had been no effort 

whatsoever to come to the assistance of our staff. 
Count Ciano assured me that the situation was now absolutely quiet. 

Even after the bombs had been thrown as a result of which four of the 
higher Italian officers had been injured, one seriously the others less 

so, the native population had remained entirely tranquil. On the 
other hand there had been groups of persons hostile to the Italian 
administration which had sought to make trouble and it had been 
found necessary to take police measures in certain sections of the 
town and he thought that it may have been that these measures had 

been taken in the neighborhood of the American property. He added 
that with the capture and execution of Ras Desta reported in my 73, 

February 25, 5 p. m., absolute quiet prevailed and that there was not 
the slightest cause for any further concern. 

While Count Ciano would not admit the existence of the occurrences 
as described by Engert in his telegram number 49, February 21, 
10 [9] a. m., I felt that it was wise to let him know that we were fully 
aware of the manner in which the Italians had conducted themselves. 

| | PHILLIPS 

124.84/137 : Telegram 

The Minister Resident in Ethiopia (Engert) to the Secretary of State 

Avpis ABABA, February 27, 1937—9 a. m. 
| [Received February 27—3: 15 a. m.] 

62. Your 24, February 23, 7 p. m., received yesterday. I am in 
hearty agreement with the conclusions reached by the Department. 

I am leaving March 5 as I was unable to obtain any passage from 

Djibouti before March 9. I suggest, and Hughes agrees, that the con- 
sular office be closed about March 30. He requests inform Macy’s, 

New York, cancel recent order drapes and groceries, also instruct 
despatch agent ship nothing. 

Shall I give notice to the landlord? Rent only paid to April 30 
under terms of lease. I am much concerned about the fate of our non- 
American personnel and respectfully recommend they be kept as care- 

takers until April 30 too. |



ETHIOPIA 689 

Should the Department desire to sell any or all of the Government- 
owned furniture including furnishings bought for radio personnel 
good prices can be obtained at the present moment. Please instruct 
also re disposal of codes, archives and stationery, seals, et cetera. I 
suggest library be shipped to Washington and that certain articles be 
stored at the British Consulate General pending final disposal. 

To insure prompt and more accurate transmission before my de- 
parture the Department may wish to communicate with me via British 
Legation radio which is still functioning for receiving purposes. 

E\NGERT 

124.84/142a : Telegram 

The Secretary of State to the Minister Resident in Ethiopia (Engert) 

Wasuineron, February 27, 1937—3 p. m. 

29. Your 62, February 27,9 a.m. The Department approves your 
recommendation that Consular Office be closed March 30 and your 
plan to depart March 5. 
Announcement of closing will be made later by the Department 

after Hughes has been instructed to notify Americans and to make 
such arrangements as may be possible for the protection of those who 
choose to remain in the country. Your recommendation as to what 
these arrangements should be will be appreciated. Until announced 
by the Department keep this instruction strictly confidential. 

Detailed instructions concerning termination of lease, disposition 
of records and property and the future of the personnel will be sent 
Hughes at an early date. 

Macy’s is being requested to cancel order. 
Hom 

124.84/142¢c : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

: Wasuineron, March 2, 1937—7 p. m. 

_ 95. It is the Department’s intention to issue a statement to the press 
on Friday, March 5, for publication on that day along the following 
lines: 

“Mr. Cornelius Van H. Engert, American Minister Resident and 
Consul General at Addis Ababa, is departing from his post today on 
leave of absence. Upon Mr. Engert’s departure Mr. Morris Hughes, 
American Consul, will assume charge of American interests until the 
end of March, at which time the office will be closed. 

“All American nationals in the interior have now been accounted 
for and several of these nationals have established themselves at Addis 
Ababa or have withdrawn from the country entirely. Inasmuch as
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our representatives have done all that is possible for the protection 
of the American nationals who remain in the country, and since there 
are no present or prospective American business transactions in Ethi- 
opia, no reason any longer exists for the maintenance of American 
representation at Addis Ababa.” 

We would appreciate as quickly as possible any suggestions that you 
may have on the form or substance of the above statement. 

| | Hui 

124.84/144: Telegram 

The Minster Resident in Ethiopia (E'ngert) to the Secretary of State 

a Avpvis Apaspa, March 3, 1937—10 a. m. 
[Received 8 p. m.] 

66. Department’s 29, February 27, 3 p.m. After mature reflection 
I feel that the only definite recommendation I can make at this time 
regarding arrangements for the protection of American citizens and 
properties after closing our consular office is to suggest that the 
British Government be asked whether it would be willing to look 
after American interests as it had done in the past when we had no 
representation here. 

However, as the majority of the American citizens in Ethiopia are 
likely to remain for at least 6 months or a year longer, id est the time 
estimated it will take to liquidate mission affairs, I strongly recom- 
mend that a vice consul or consul be temporarily assigned to Djibouti 
so as to be in a position if necessary actively to assist in the protection 
of our interests. 

EINGERT 

124,84/143 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

| Rome, March 3, 1937—noon. 
[Received March 3—8: 15 a. m. | 

83. Your 25, March 2,7 p.m. I have no comment to offer on the 
first paragraph. In my opinion the second paragraph raises con- 
siderations which might lead to unnecessary complications in the 
future and not only would be misunderstood here but might well be 
regarded as an affront. In its place I suggest the following: 

“The Department’s action in this respect is in accordance with its 
usual practice of terminating consular activities in any district where 
American interests no longer require such services.”
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‘I should welcome the Department’s authorization to communicate 
this decision orally to the Minister for Foreign Affairs before public 
announcement is made but if there is not sufficient time the Depart- 
ment might care to communicate it orally to Ambassador Suvich. 

PHILLIPS 

124.84/143 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

WasuHineton, March 3, 1937—5 p. m. 

26. Your 83, March 3,noon. Department will issue the statement to 
the press late tomorrow afternoon, but will substitute as second para- 
graph the phraseology suggested in your 83, March 3, noon. 

You may communicate this decision to the Minister for Foreign 
Affairs on the understanding that no publicity will be given the 
matter prior to publication in the United States. 

| : ie shuns 

124.84/145a : Telegram , . 

The Secretary of State to the Minister Resident in Ethiopia (E'ngert) 

Wasuineton, March 3, 1937—5 p. m. 

30. Department’s 29, February 27, 3 p.m. Department will issue 
to press late tomorrow afternoon the following statement: 

“Mr. Cornelius Van H. Engert, American Minister Resident and 
Consul General at Addis Ababa, is departing from his post tomorrow 
on leave of absence. Upon Mr. Engert’s departure Mr. Morris 
Hughes, American Consul, will assume charge of American interests 
until the end of March, at which time the office will be closed. 

“The Department’s action in this respect is in accordance with its 
usual practice of terminating consular activities in any district where 
American interests no longer require such services.” 

As soon as statement has appeared in American press Hughes 
should notify American nationals of the decision to close the office 
and should warn them that there will be no American Government 
representative in Ethiopia after March 31. 

Hou 

124.84/152 

The Ambassador in Italy (Phillips) to the Secretary of State 

No. 249 Rome, March 4, 1937. 
| [Received March 17.] 

Sir: I have the honor to refer to my telegram No. 79 of February 
26, 1 p. m., concerning the assurances given by the Italian Minister
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for Foreign Affairs that adequate protection would be afforded the 
premises of the Legation at Addis Ababa and to transmit herewith a 
copy in translation of Count Ciano’s note, confirming these assur- 
ances and stating that the appropriate measures had been taken. 

Respectfully yours, Wiiu1amM Pairs 

[Enclosure—Translation] 

The Italian Minister for Foreign Affairs (Ciano) to the American 
Ambassador (Phillips) 

206843/21 Rome, March 3, 1987. 

My Dear Ampassapor: In reply to your letter of February 25, 1987, 
T have the honor to inform Your Excellency that I immediately ad- 
vised the Ministry of Colonies of the information furnished by you 
and that the said Ministry in turn informed me that it had imme- 
diately communicated for this purpose with the Vice-Regal Govern- 
ment. I must therefore believe that appropriate steps have already 
been taken to guarantee the safety of the premises of the former 
Legation of the United States in Addis Ababa. | 

Kindly accept [etc. ] CraAno 

124.84/144: Telegram 

The Secretary of State to the Minister Resident in Ethiopia (Engert)'* 

Wasuineton, March 4, 1937—1 p. m. 
32. Your 66, March 3,10 a.m. We feel that the assignment of an 

officer to Djibouti would in effect contradict the reasons for with- 
drawal given in a statement quoted in Department’s 30, March 3, 
5 p.m. Furthermore, it seems obvious that an officer at Djibouti 
could not accomplish any useful work with respect to Ethiopia. 

We are asking the Embassy at London, unless it perceives some 
objection, to request the Foreign Office orally and informally to con- 
tinue to furnish us as it has done during the past few months with 
any available information regarding welfare of American nationals 
in Ethiopia. We feel that this is as far as we should go. 

Naturally any questions relating to American nationals or interests 
in Ethiopia which arise after closing of consulate will be taken up 
with the Italian Foreign Office by the Embassy at Rome. Press 
statement not being issued now. 

Hui 

* Quoted in telegram No, 29, March 4, 4 p. m., to the Ambassador in Italy.
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124.84/145 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, March 4, 1937—2 p. m. 
| [Received March 4—9: 25 a. m.] 

87. Your 26, March 3, 5 p. m. I have shown Count Ciano your 
proposed press statement regarding withdrawal of our representation 
from Ethiopia. He expressed concern that it would be misunderstood 
in the foreign press, especially in the French press and that at this 
moment any such misinterpretation would be embarrassing. 

Does the Department feel the necessity of issuing our statement 
before the office in Addis Ababa is closed ? 

PHILLIPS 

124.84/145 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

7 Wasuineton, March 4, 1937—2 p. m. 

30. Your 87, March 4,2 p.m. The only purpose of the Depart- 
ment in proposing the issuance of the press statement was to avoid 
possible misunderstandings, but if Count Ciano feels that such a step 
would create rather than prevent such misunderstandings, the De- 
partment will refrain from issuing the statement. 

- It is obvious, however, that in proceeding administratively to clos- 
ing the office, through termination of the lease et cetera, and in con- 
nection with other matters that may arise, such as the warning of 
Americans who may wish to proceed to Ethiopia that there will be 
no American Government representatives there after March 31st, the 
fact of closing will become known in Addis Ababa or elsewhere. If 
inquiries are made here as a result of press reports, the Department 
will reply in the sense of the proposed statement. 

: Hon 

123EN3/528 : Telegram | 
The Secretary of State to the Ambassador in the United Kingdom 

(Bingham) 

| Wasuineton, March 4, 1987—83 p. m. 
68. Engert is departing from Addis Ababa on March 5 and in- 

structions have been issued to close the office entirely on March 31. 
Unless you perceive some objection please advise the Foreign Office 
orally and informally that we should be appreciative if it would 
continue to furnish us, as has been done during recent months, with 
any available information regarding welfare of American nationals 
in Ethiopia. | 

Hoi
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124.84/146 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, March 5, 1937—1 p. m. 
[Received March 5—8: 55 a. m.] 

93. Your No. 30, March 4, 3 p. m. I informed Count Ciano that 
we would not now issue any formal statement and he expressed 

satisfaction. 
In view of the reference contained in the last paragraph of your 

29, March 4, 4 p. m.,® to the effect that after the closing of the Consulate 
at Addis Ababa questions relating to American interests will be taken 
up through the Embassy at Rome, it occurs to me that possibly you 
might care to consider the inclusion of some representations against 
reference in any information which may be given out by the Depart- 
ment. In this connection I hope that any impression that the British 
are in any way to be responsible for the protection of our interests in 
Ethiopia may be avoided. 

PHILLIPS 

124.84/151 

Memorandum by the Chief of the Division of Western European 

Affairs (Dunn) 

[Wasuineton,| March 6, 1937. 
The Italian Ambassador came in this morning by appointment and 

stated that he had been instructed by his Foreign Office to inquire 
whether there was any new reason for our decision to close our offices 
at Addis Ababa. He said thatthe Italian Minister for Foreign Affairs, 
Count Ciano, had understood the arrangement with Mr. Phillips to 
be that we would make no announcement with regard to the with- 
drawal of our representation for the present. 

I informed the Ambassador that the decision of the Department to 
close the offices in Addis Ababa had been under contemplation for 
some months and that it was finally decided upon entirely as an ad- 
ministrative measure because all of the Americans in Ethiopia have 
been accounted for and as there were no commercial relations between 
Ethiopia and the United States there seemed to be no warrant for 
maintaining a representative of any character there at the present 
time. 

I explained to the Ambassador that we had told Mr. Phillips that 
upon the departure of Mr. Engert, our Minister, on March 5 on leave 
we contemplated announcing his departure on leave and the fact that 
Mr. Hughes would remain in charge of the Consulate until the end 
of this month when the office would be closed. I said that Mr. Phillips 

* See footnote 7, p. 692.
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had reported that Count Ciano had asked that the statement not be 

made before Hughes’s departure, whereupon we had replied that we 
would accede to the Foreign Minister’s wishes in that regard, but that 
the news of the withdrawal of our offices would no doubt become public 
by reason of the necessity to give notice of termination of the lease and 
to arrange for the packing of all the effects and also the necessity for 
notifying those few Americans who remained in Ethiopia that there 
would no longer be any Government offices there after the departure 

of Mr. Hughes. We had told Mr. Phillips that in response to any 
inquiries on the part of the press as a result of our intentions becom- 
ing known we would make reply in the sense of the statement which 
we had expected to give out before Engert’s departure. That state- 
ment merely said that because there were no commercial relations 
between Ethiopia and the United States and as the Americans in that 
country were all accounted for the offices were being closed. 

The Ambassador said that the Italian Government had hoped that 

we might have been induced to delay the departure of the Consul 
and that we might eventually have adopted a course similar to that 
followed by Great Britain and France, that is, withdraw our diplo- 
matic representation and leave a consular officer there to represent us. 
He also asked whether our action in withdrawing our offices entirely 
was to be construed with having any relationship with the question 
of recognition of Italian authority over Ethiopia. 

I told the Ambassador that the position of the French and British 
Governments was quite different from our own as we had no commer- 
cial interests in Ethiopia and both Governments had not only com- 
mercial interests but other interests by reason of having colonies or 
mandated territories adjacent to Ethiopia. I further said that our 
action in closing the offices in Addis Ababa had no effect upon the 
question of recognition. 

I further pointed out that at the same time we had arranged to close 
the offices in Addis Ababa we had put into effect arrangements for 
closing our consular offices at Kingston, Sault Ste. Marie (in Canada), 
and our consulate at Tripoli. | 

The Ambassador appeared to find satisfactory the answers which 
I put to the questions he had brought up. 

James Crement DuNN 

%765.84/5211 : Telegram 

The Chargé in Ethiopia (Hughes) to the Secretary of State 

Appis AnaBa, March 14, 19837—10 a. m. 
[Received March 15—5 : 20 p. m.] 

79. Local situation has been superficially quiet for 2 days but there 
is feeling of pessimism and gloom among Italians and foreigners.
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Desultory night shooting by sentries persists and daily arrests and 
some executions of so-called suspects continue. Reliable informants 
state that nearly all prominent Ethiopians apparently have been ex- 
ecuted or taken abroad in groups for internment. According to 
British and other foreign sources among those secretly executed 
recently were: two sons of Martin, Ethiopian Minister to London, 
George Herouy, son former Foreign Minister, the son of late Ras 
Nassibu and [apparent omission] former Finance Director who was 
graduate American University. Also informed six other “young 
Kthiopians” arrested and taken abroad secretly by military plane 
several nights ago. Apparently reports are well-founded that Italian 
policy is to eliminate all educated and prominent Ethiopians, con- 
sidering them potential inciters of rebellion. , 

Competent foreign observers estimate that from ten to twenty 
thousand Ethiopians have quietly left the city in spite of authorities 
stern refusal all exit permits. Semi-deserted streets indicate clearly 
exodus of thousands. Several Italians have expressed concern over 
departure natives. It is possible they realize they have gone too far 
and as danger of rainy season approaches are now faced with problem 
scanty markets, scarcity native domestics and laborers and menace 
to outposts and convoys of thousands of homeless urban natives driven 
to banditry. 

It is reported that French troops have now evacuated Diredawa, 
that action probably of no especial significance. However, frequent 
clashes reported Djibouti between Italians and Ethiopians assisted 
by Somalis. Informed curfew law enforced and heavy patrols 
numerous. | 

HucHEs 

765.84/5197 : Telegram 

The Secretary of State to the Chargé in Ethiopia (Hughes) | 

WasuHincTon, March 25, 19387—6 p. m. 

40. Your 61, February 25,4 p.m. Please comment on press reports 
that refugees were attacked and otherwise mistreated after leaving 
the Legation. 

Hout 

765.84/5222 : Telegram 

The Chargé in Ethiopia (Hughes) to the Secretary of State 

Avpis Apana, March 27, 1937—10 a. m. 
[Received March 28—7 p. m.] 

85. Department’s 40, March 25,6 p.m. Associated Press represent- 
ative informed me last night of press reports. This office knows of
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no case of attack or mistreatment after refugees departed. They re- 
mained from 8 to 5 days after shooting subsided partly because of 
fear and partly because many of their homes burned. 

Upon Italian advice to them that they could return to homes 
they consulted this Legation. Engert obtained promise from Chief 
of Cabinet, Mazzi, that refugees would not be molested. Mazzi also 
promised an issue of food for them. Some flour was issued at least 
1 day and former refugee spokesman stated this morning that none 
of them had been molested to date. 

| Hues 

123H875/245 : Telegram : 

The Chargé in Ethiopia (Hughes) to the Secretary of State °® 

Appts AspaBa, April 8, 1937—6 p. m. 
[Received April 10—6:05 a. m.] 

90. Departing for Djibouti tomorrow early with Hunter and Col- 
quitt.°... 

Hueuss 

REPRESSIVE MEASURES BY THE ITALIAN AUTHORITIES AGAINST _ 

FOREIGN MISSIONARY ACTIVITIES IN ETHIOPIA" 

365D.1163/45 : Telegram . a 

The Minister Resident in Ethiopia (Engert) to the Secretary of State 

Appis ABABA, February 9, 1937—2 p. m. 
[Received 5:05 p. m.] 

40. Please see last paragraph of my 690, December 22, 3 p. m.¥ 
Within the past few days the Italian authorities have again been 
making active preparations to take over the mission property. I have 
advised the mission to present to the authorities a statement as to 
the value of all its movable and immovable properties together with 
a complete inventory. 

Has the Department any instructions beyond those contained in: 

its 398, December 8, 5 p. m.? , | | 
- E\NGERT 

*This is the last message from the Legation at Addis Ababa. The Legation 
and Consulate were closed and all official American representatives were with- 
Trawn. 

** Robert L. Hunter and Adrian B. Colquitt, Vice Consuls, 
* Continued from Foreign Relations, 1936, vol. 11, pp. 319-330. _. | 
4 Tbid., p. 327. : a | 
8 Tbid., p. 825. SS 

982609—54——45 | a
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365D.1163/45 : Telegram 

The Secretary of State to the Minister Resident in Ethiopia (Engert) 

WASHINGTON, February 15, 1937—2 p. m. 

20. Your 40, February 9, 2 p.m. Sudan Interior Mission Council 
at Brooklyn has advised the Department that while the Mission is an 
international enterprise the Brooklyn office is regarded as headquar- 

ters for Abyssinian work, and that although properties were acquired 
in their own names by Lambie and Rhoad because of Ethiopian preju- 
dice against using mission name, such properties were always under- 
stood to belong to the Mission. Further information from Lambie 
transmitted by Brooklyn office indicates that American contributions 
provided largely or wholly for headquarters building, for main hos- 
pital of Leprosarium, for all buildings at Jimma, and for residences 
at Soddu. Other properties paid for largely by Canadian gifts. 
Rhoad is an American citizen but Lambie lost his citizenship upon 
his naturalization as an Ethiopian. 

The above is for your information. The Department feels that it 
can add nothing to instructions in its 298 [398], December 8, 5 p. m.,14 
requesting you to endeavor to obtain for American interests a fair 
appraisal and prompt compensation in case Italian authorities take 
over Mission property. 

| Huu 

365D.1163/45 : Telegram 

The Secretary of State to the Minister Resident in Ethiopia (Engert) 

Wasuineton, February 15, 1937—6 p. m. 

21. Your 40, February 9,2 p.m. Sudan Interior Mission has ad- 
vised Duff * that reimbursement alone is insufficient and to ask for 
alternate sites for leprosarium and headquarters. 

You may lend Duff appropriate informal assistance in his endeavor 
to obtain sites as partial reimbursement for requisitioned properties. 

Hutu 

365D.1163/70 

The Chargé in Ethiopia (Hughes) to the Secretary of State 

No. 7 Appis ApaBa, March 22, 1937. 

[Received May 1.] 

Sir: I have the honor to refer to the Department’s telegram No. 32 
dated March 4, 1 [6] p. m.2° concerning the status and future of 

* Foreign Relations, 1936, vol. m1, p. 825. 
“Clarence W. Duff, Deputy Field Director of the Sudan Interior Mission at 

Addis Ababa. 
* Not printed
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American missionaries in Ethiopia, and to submit the following dis- 
cussion of recent developments with pertinent observations. 

There are known to be now 50 American missionaries and 11 chil- 
dren in Ethiopia, of whom 36 adults and 8 children are in Addis 
Ababa and 14 adults and 3 children are in other parts of the interior. 
Many of those who were forced to come to Addis Ababa during the 
war have subsequently made repeated attempts to return to their 
distant posts. However, the Italian authorities have been so reluc- 
tant to give them permits to leave this city that only one or two have 
succeeded in returning. The Italians’ objections are based on the 
grounds that there is no safe means of transportation for more than 
part of the way to the various missionary posts; that because certain 
clistricts are not yet completely free of small parties of roving bandits, 
the authorities do not want either the missionaries to risk their lives 
and property or the responsibility of protecting them that would 
accrue from the issuance of an exit permit; and that certain land and 
buildings now occupied (indication of ownership was expressly 
avoided). by foreign missionaries may have to be expropriated by the 
Government—it being understood that remuneration for property 
taken over would be forthcoming. Mission heads have informed me 
that several of their stations in the interior have been occupied by 
Italian troops for many months, and that no rent has been offered 
nor has the Government made any move either to buy or to vacate the 
properties occupied. 

During the past few months the mission heads in the Capital have 
repeatedly sought an expression of policy regarding their future 
from the authorities, but without success. The Chief of Cabinet, Lt. 
Col. Mazzi and his assistant, Lt. Col. Colpani, have been as helpful as 
they could be, but their replies have always been to the effect that 
there were no instructions from Rome regarding policy. In indi- 
vidual cases the authorities have sent communications by air for the 
missionaries, and have on separate occasions evacuated two American 
families from inaccessible points, bringing them to Addis Ababa by 
plane without charge. In both cases the need for medical attention 
was the reason for departure. 

After dinner at this Legation a few nights ago I had an opportunity 
to discuss the missionary question with Lieutenant Colonels Mazzi and 
Colpani. I asked them to give me some idea of what the Government 
has decided or may decide to do about American missionaries. They 
both expressed their willingness to tell me anything they knew, but 
told me frankly that Rome had thus far given them no instructions. 

Indirectly they implied that Rome had purposely not expressed a 
policy toward foreign Missionaries here in order that the local au- 
thorities would not be able to embarrass the home Government by any
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overt act, and also because Rome wants to avoid offending the Ameri- 
can and British Governments and public opinion. 

From subsequent conversations with the Cabinet heads I received 
the intimation that the Sudan Interior Mission members would soon 
have to leave (See Legation’s telegram No. 84, March 25, 8 p. m.’*) 

The reason appears to be that certain indiscreet statements discovered 
in letters from some of them—mostly British—have caused the au- 
thorities to consider the Mission, if not undesirable, at least out of 
favor. Moreover, their valuable property seems to be desired by the 
Government. At the same time the Assistant Chief of Cabinet stated 
that there was nothing known against the American Mission or the 
Seventh Day Adventists Mission, and that he saw no reason why they 
could not “remain for awhile longer”. 

Pressure upon the Sudan Interior Mission to close will affect 31 
adults and 6 children, all Americans. Of that number 13 mission- 
aries and 3 children are now at interior stations. However, the Gov- 
ernment has not intimated that members of the Sudan Mission will be 
asked to leave in the immediate future. As nearly as can be guessed 
it would appear that they would have ample time to prepare their 
effects and dispose of their property to the Italian Government. 

All mission heads have asked my advice regarding how to press their 
various claims against the Government after the closing of this office. 
I have advised them to interview the cabinet officials and report to 
their home boards. At the same time I suggested that they might 
ask the aid of the British Consul General, but warned them that he 
might have no instructions to act in their behalf, although he would 
doubtless do anything he could for them within his power. He has 
assured me personally that he will help American citizens in any 
way he can after my departure. 
The American missionaries here generally feel that they will have 

to leave after some months. A few of them have stated that they 
intend remaining until they are forced to leave, but most of them 
indicate that they will gradually prepare for departure, and go as soon 
as they are sure that further delay will avail them nothing. It is 
believed that before the end of this year all but a few will have de- 
parted. | | 

Respectfully yours, Morris N. Hueues 

365D.1163/62 ; Telegram 

Lhe Ambassador in Italy (Phillips) to the Secretary of State 

| Rome, April 9, 1937—6 p. m. 
[Received April 9—8:45 p. m.] 

152. Commenting on the reports of the News Chronicle regarding 
the expulsion from Ethiopia of seven Protestant missionaries the Gov- 

* Not printed.
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ernment spokesman this evening writes that many of the missionaries 
in Ethiopia are either spies, swindlers, or dangerous fanatics who 
have become agents provocateurs among the native populations. It 
must be clearly understood, he says, that Italy, who has promised 
peace to the natives, intends to bring order into the country and will 
not hesitate to expel all undesirable foreigners. After eliminating 
banditry and perpetual civil war, he adds, “the natives have no need 
of further division through religious sects and quarrels introduced by 
foreign propagandists”. The Lekemti massacre for example was 
perpetrated and the Addis Ababa outrage participated in by gradu- 
ates of the Swedish Protestant schools. Gayda then mentions the 
following “insignificant and suspect” Anglo-Saxon missions which 
have been dealt with by the Italian authorities: 

The American Bible Missionary Society “proved so unimportant 
that when the American authorities intervened in its defense they 
themselves had a great deal of trouble in identifying and justifying 
it”. Gayda describes the society in derogatory terms and adds that 
Ruth Shippey, Bertha Domermuth and Elena French, who, with 
little regard for religious work, taught languages in Ethiopia, were 
expelled when found to be in close contact with Colonel Sandford, a 
British officer actively engaged in espionage. 

The News Chronicle report refers to members of the British Bible 
Churchman’s Missionary Society and British and Foreign Bible So- 
ciety who were “mixed up in many mysterious enterprises”. ‘These 
missionaries’ religious work was of no use either to the church or the 
converts. “But to interfere with the religious conscience of the na- 
tives by giving money tips and by quarreling with other missions 
means creating spiritual and political disorder and calling for just 
and salutary repression by the Italian authorities”. | 

| PHILLIPS 

865D.1163/63 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, April 9, 1937—7 p. m. 
[Received April 9—3: 34 p. m.] 

153. My 152, April 9, 6 p. m. This afternoon I drew Count 
Ciano’s attention to the Gayda article with regard to the expulsion of 
three American missionaries from Ethiopia on the ground of espio- 
nage, et cetera. Ciano had not then read the article but did so in my 
presence. He admitted his entire ignorance of the affair which he 
said came within the jurisdiction of the Colonial Ministry. He 
promised, however, at once to investigate and to advise me. I told 
him that while I had no knowledge of the facts and had received no
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communications from the missionaries themselves or from any other 
source an article such as Gayda’s would make a most unfavorable 
impression in the United States and did not help good relations. 

Ciano admitted somewhat reluctantly it seemed to me that the policy 
of the Colonial Ministry was to discourage the continuance of foreign 
missions in Ethiopia. He said, however, that when we had any cases 
of American missionaries awaiting permission to return to Ethiopia 
he would be glad to have me take up each case individually with him 
which I agreed to do. 

PHILLIPS 

365D.1163/63 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) — 

WasuHineton, April 10, 1937—4 p. m. 

54. Your 152, April 9, 6 p. m. and 153, April 9,7 p.m. The Depart- 
ment approves of your prompt action in this matter and trusts you 
will be able to obtain at the earliest possible moment a full report on 
the situation. This is all the more necessary in view of the fact that 
many rumors regarding the incident, some probably inaccurate, have 
already reached this country and will doubtless be given considerable 
publicity in the press in the absence of a satisfactory official statement 
of the facts. You may wish to inform the Foreign Minister in this 
sense. 

You should in any case make it clear to Count Ciano that in the event 
these American citizens have not already been expelled from Ethio- 
pia, this Government expects that they will be shown every proper 
consideration and given ample time to settle their affairs. You should 
add that in any future cases of this kind it would be in the best interest 
of both governments if this Government received prior notification 

. of the intentions of the competent Italian authorities and the reasons 
therefor. 

365D.1163/66 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rome, April 14, 1937—7 p. m. 
[Received April 14—4: 09 p. m.] 

159. This afternoon I gave Count Ciano the substance of your tele- 
gram No. 54, April 10, 4 p. m. and asked him whether he could now 
furnish me with a full report in regard to the expulsion of the three 
members of the American Bible Missionary Society. I emphasized 
that if they had not already left Ethiopia they should be given ample
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time to settle their affairs. In my presence Ciano called the Minister 

of the Colonies on the telephone aiid asked whether he had as yet re- 
ceived any detailed report from Addis Ababa. From the conversation 
it was apparent that nothing further had yet been received but the 
Minister of the Colonies assured Ciano that he would send a despatch 
this evening to the Viceroy requesting that the report be forwarded 
immediately and also requiring him to give ample time to the three 
missionaries concerned in the event that they had not already left. 

Ciano then resumed his conversation with me and referred to the 
future of missions in Ethiopia. He said that he could now assure me 

that the Italian Government had adopted a policy of no discrimina- 
tion against missions or against religions, that Protestant missions and 
Protestant missionaries were welcome in Ethiopia provided they re- 
frained from political propaganda or any anti-Italian attitude. The 
expulsion orders therefore were against persons for individual activi- 

ties and were not directed against the operation of the missions them- 
selves. 

Inasmuch as the representatives of the American press here have 
been pressing for information, I have with Ciano’s approval informed 
them briefly of the above. 

Ciano also inferred that new missionaries to replace those who had 
left would be welcome. 

PHILLIPS 

365D.1163/67 

Memorandum by the Chief of the Division of Near Eastern Affairs 
(Murray) | 

[ Wasuineton,] April 15, 1937. 

In Mr. Phillips’ telegram No. 159 of April 14, 7 p. m., recounting 
a conversation with Count Ciano, the Italian Foreign Minister, re- 
garding the expulsion of American women and missionaries from 
Ethiopia, Count Ciano told Mr. Phillips that he “could now assure 
him that the Italian Government had adopted the policy of no dis- 
crimination against missions or against religions; that Protestant 
missions and Protestant missionaries were welcome in Ethiopia pro- 

vided they refrained from political propaganda or any anti-Italian 
attitude.” 

It is pertinent to recall in this connection Mr. Engert’s strictly con- 
fidential telegram of December 23, 10 a. m.,!* informing us that during 
a conference with Marshal Graziani the day before in connection with 
the requisition of the Sudan Interior Mission property the Marshal 

* Foreign Relations, 1936, vol. m1, p. 329.
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had given him certain papers to peruse among which was inadvert- 
ently included a telegram from the Italian Minister of the Colonies, 
the substance of which was as follows: 

- “It is becoming increasingly evident that all missionaries in Ethi- 
opia are hostile to Italy. With the progress of our operations in 
the West you should therefore make every effort to eliminate mission- 
aries, both Europeans and Americans, as quickly as possible. We 
cannot tolerate hostile elements in the Empire.” 

In view of the above it is evident that whatever the policy of the 
Italian Government may be “now” regarding the presence of Protes- 
tant missionaries in Ethiopia, the policy of that Government last 
December was certainly the reverse. It seems safe to assume, further- 
more, that, despite the present assurances of Count Ciano, ways and 
means will be found to force the Protestant missionaries out of the 
country in the not very distant future. 

- Wauvace Murray 

865D.1163/69 

The Ambassador in Italy (Phillips) to the Secretary of State 

No. 319 Rome, April 15, 1987. 

_ Sir: Referring to and supplementing my telegram No. 152 of April 
9, 6 p. m. and subsequent telegrams, I have the honor to submit the 
following additional information in connection with the reported 
expulsion of American missionaries from Ethiopia. 

The general question of the status of American missionaries in 
Ethiopia was recently brought to the attention of the Embassy through 
the receipt of information to the effect that the applications for visas 
of certain American members of religious missions in Ethiopia in 
order to enable them to return to that territory, which had been filed 
at the Italian Consulate General at Alexandria, had been held in sus- 
pense for several months and that although repeated inquiries on the 
matter had been made by the applicants at the Consulate General, no 
reply had been obtained. I had accordingly requested an appointment 
with the Minister for Foreign Affairs to ask that decision on these 
applications might be expedited, and as the report of the expulsion 
of American missionaries from Ethiopia, which was reported in my 
telegram No. 152 of April 9, 6 p. m., appeared in the Giornale D’ Italia 
on the day on which I was calling at the Ministry, I drew this article 
to Count Ciano’s attention. As stated in my telegram No. 153 of 
April 9, 7 p. m., Count Ciano informed me that he had not yet seen 
the article which he then read in my presence. The Minister stated 
that this was the first news he had received of the matter, which came 
entirely within the jurisdiction of the Colonial Ministry, and added
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that, after causing an investigation to be made, he would communicate 
with me further. I pointed out that a newspaper article such as the 
one referred to above, if given publicity in the American press, would 
arouse widespread adverse comment and stated that I would appre- 
ciate information as to whether the Italian authorities were planning 
to close all foreign missions in Ethiopia or whether they were merely 
endeavoring to eliminate some of those individual missionaries who 
were believed to be more sympathetic to the Ethiopian cause than to 
the Italians. I added that if the latter were true, it would be possible 
for the missions to be restaffed by a new element, presumably more 
sympathetic to the Italians. Count Ciano replied, with apparent re- 
luctance, that the policy of the Colonial Ministry was to eliminate all 
foreign missions in Ethiopia as they were no longer needed there 
under Italian occupation, but that he would discuss the matter further 
ata later date. Ithen mentioned the fact that three or four American 
missionaries are now in the Sudan awaiting permits to re-enter 
Ethiopia, that they had been waiting for several months, and that it 
seemed only fair to notify them as to whether or not they would 
be permitted to return. Count Ciano asked me to communicate to 
him the names of these individuals and that in all other instances of 
individual American missionaries seeking to return to Ethiopia he 
would be glad if I would submit each case to him for investigation. 
I subsequently submitted to the Minister a list of these visa applicants. 

On the following day the British Ambassador called to ask what 
action my Government contemplated taking with regard to the ex- 
pulsion of the Missionaries, as reported in the Giornale D’Jtalia on the 
day previous, and I informed him of the attitude of the Department as 
outlined in its telegram No. 54 of April 10,4 p.m. The Ambassador 
told me that the instructions from his Government implied more dras- 
tic action and that he had protested formally against the expulsion of 
British missionaries, without, however, having all the facts in hand. 
Sir Eric added that, although he did not have complete knowledge 
of the details in each case, possibly some of the British missionaries 
who were alleged to have been expelled, might, due to long residence in 
Kthiopia, be deemed unsympathetic to the Italian regime and there- 
fore undesirable in Ethiopia from the Italian standpoint. 

As the Ambassador stated that he expected to discuss the matter 
further with Count Ciano, I called upon the British Ambassador on 
April 14th. He allowed me to read a telegram which he had sent to 
his Government following his talk with the Italian Foreign Minister 
on the evening of April 12th. From this telegram it would appear 
that Drummond raised three questions with Count Ciano: The first 
question dealt with the Sudan Interior Missions’ stations in Southern 
Ethiopia which had been ordered to close, and of which the personnel
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had been requested to leave the country. The second point referred to 
the question as to whether the Central Station of the Sudan Interior 
Mission at Addis Ababa would be allowed to acquire the property of 
the Swedish Mission which had just been vacated and which that Mis- 
sion wished to dispose of to the Sudan Mission. To both of the fore- 
going inquiries the Foreign Minister replied that he had no informa- 
tion but would cause an investigation to be made. The third matter 

concerned the personnel of the Bible Churchmen’s Society, one of the 
two British missions mentioned in the article of the Giornale D’Italia, 
and in that instance Ciano insisted that the Italian Government had 
in its possession strong evidence of anti-Fascism on the part of the 
personnel of this Mission, and read to the Ambassador a statement 
alleged to have been made by two members of the Mission which, while 
rather harmless in itself, indicated a lack of sympathy toward the 
Italians. The Ambassador thereupon asked whether those missionar- 
ies who had been expelled from Ethiopia could be replaced, and Count 
Ciano assured him that this could be done and that it would not, there- 

fore, be necessary to close the Mission. 
In connection with the question of Swedish missions in Ethiopia, 

the Chargé d’Affaires of the Swedish Legation in Rome called at the 
Embassy to request information regarding the attitude of the Ameri- 
can Government concerning the expulsion of missionaries. He stated 
that several Swedish missions had been expelled a few months ago and 
that, although inquiries had been made at the Italian Foreign Office 
as to whether the Swedish societies themselves were objectionable to 
the Italian authorities or merely the individuals representing the 
societies, he had been unable to receive a definite answer. The Chargé 
added that the Italian authorities had refused to allow the re-establish- 
ment of Swedish missions regardless of their personnel in either Eri- 
trea or Italian Somaliland. He also said that the Swedish Govern- 
ment had been in communication with the British Government with 
regard to the Swedish missions in Ethiopia. 

Following the receipt of the Department’s telegram of April 10, I 
requested a further appointment with the Foreign Minister. The 
appointment was made for April 14th when I called in order to obtain 
such information as he might have gathered relating to the expulsion 
of three members of the American Bible Missionary Society. The 
substance of my conversation with Count Ciano is contained in my 
telegram to the Department, No. 159 of April 14, 7 p.m. Count Ciano 
repeated to me the assurance that he had given the British Ambassa- 
dor, namely, that new missionaries to replace those who had left would 
be welcome to Ethiopia. 

In addition to Gayda’s article, which was inspired by the publica- 
tion in the Vews Chronicle of certain statements by Doctor Bartlett,
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member of the British Religious Society, relating to the expulsion 
from Ethiopia of certain American missionaries, several other articles 
have appeared in the Italian press. The 77ribuna, for example, in an 
editorial on April 9th takes occasion to comment bitterly upon the lack 
of desire of the British Government to control the British press and 
the disastrous effect which this policy was having on Italo-British 
relations. | 

The representatives of the American press here have been anxious 
to obtain information regarding this situation and accordingly I have 
kept them informed, with Count Ciano’s approval, of the steps being 
taken to obtain authoritative information on the subject. 

Respectfully yours, Wituiam Pritiies 

365D.1163/73 : Telegram 

The Chargé in Italy (Kirk) to the Secretary of State 

Rome, May 5, 1937—3 p. m. 
| [Received May 5—11:55 a. m.] 

200. Embassy’s 159, April 14, 7 p.m. Foreign Office informs me 
that Ministry of Colonies has ascertained that the report of the ex- 
pulsion of the three members of the American Bible Missionary So- 
ciety, referred to in paragraph 2 of the Embassy’s telegram 152 of 
April 9, 6 p. m., is unfounded and that the missionaries in question 
are still in Addis Ababa. 

a Kirk 

365D.1163/82 : Telegram 

Lhe Ambassador in Italy (Phillips) to the Secretary of State 

| Rome, June 11, 1937—11 a. m. 
[Received June 11—9: 20 a. m.] 

272. My 159, April 14,7 p.m. I was told day before yesterday by 
the British Ambassador that Count Ciano had just informed him that 
a new policy had been adopted against all foreign missions and mis- 
sionaries in Ethiopia. This policy would require the withdrawal of 
all missionaries and missions including American. Drummond added 
that the Italian decision would become public on Monday next as the 
result of a question and answer in the House of Commons. 

I immediately sought an interview with Ciano who received me 
yesterday afternoon and confirmed the above information. The mis- 
sionaries are to leave and the mission property is to be appraised and 
the societies indemnified.
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I remonstrated strongly against this decision saying that in my 
opinion it would be very badly received throughout the United States 
inasmuch as the work of American missions abroad was widely and 
generously supported in all communities. It seemed a pity, I added, 
that just at a time when so many international difficulties and problems 
required adjustment the Italian Government should adopt a course 
which would antagonize at once so many people and be open to so 
many unfavorable constructions, 

Ciano replied that he himself had done everything he could to avoid 
this step which, however, had been taken by the Duce himself acting 
with all the pros and cons before him. He said it was the Duce’s desire 
that teaching by foreigners in Ethiopia should cease. 

| PHILLIPS 

365D.1163/83 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

| Rome, June 13, 1937—11 a. m. 
[Received June 183—7:59 a. m.] 

274. My 272, Juneil1,11a.m. The British Ambassador has just 
received a written communication from Count Ciano confirming the 
decision that the educational work of the foreign missionaries in Ethi- 
opia must cease, that the missionaries would be withdrawn and the 
mission properties taken over by the Italian Government. The letter 
continued that in so far as the purely humanitarian and social work 
of the missionaries was concerned this phase might again be considered 
after recognition of the Empire. 

It is understood that the new order will apply to all foreign units 
including American, British, Swedish and a small French Catholic 
mission. 

PHILLIPS 

365D.1163/82 : Telegram 

The Secretary of Siate to the Ambassador in Italy (Phillips) 

Wasuineron, June 14, 1937—3 p. m. 

102. Your 272, June 11,11a.m. The Department fully approves 
of your statement to Count Ciano. 
Inasmuch as publicity was given to the assurances formerly given 

you that American missionaries would be permitted to remain in Ethi- 
opia it will of course be necessary, in view of the general public inter- 
est in the matter, to make announcement of the changed situation. 
You may if you consider it desirable inform Count Ciano, who will
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doubtless appreciate that the reversal of Italian policy with respect 

to American missionaries cannot fail to leave an unfavorable impres- 

sion upon many people in this country. In any case you should seek 

an early occasion to advise the Foreign Minister that your Govern- 
ment has noted his statements respecting compensation for mission 
property and that your Government will fully support its nationals 

in their claims for adequate compensation, including the necessary 

facilities to transfer payments. 
Hou 

365D.1168/88 | 

The Ambassador in Italy (Phillips) to the Secretary of State 

No. 433 Rog, June 17, 1937. 
[Received June 29. | 

Srr: In compliance with the Department’s telegraphic instruction 
No. 102 of June 14, 1937 relating to the decision of the Italian Govern- 
ment to close all foreign mission schools in Ethiopia and to take over 
the mission properties, I have the honor to inform the Department that 
I called upon the Italian Minister for Foreign Affairs on June 16th 
and explained to Count Ciano that I had not failed to report the 
information he had given me regarding the aforesaid decision to my 
Government, which had instructed me to inform him that it had 
taken note of this decision with regret and would lend its full support 
to claims for adequate compensation including facilities necessary for 
the transfer of payments, which might be submitted by its nationals 
in return for properties taken over by the Italian Government. I 
added that the Secretary of State wished to be assured that the money 
paid to the missions on account of properties taken over would be 
transferred to them and left with Count Ciano an aide-mémoire to this 
effect, a copy of which is enclosed. 

Count Ciano read it carefully and said that he would do his utmost 
to meet the wishes of the American Government in this respect. Ciano 
felt that, while it was the Duce’s desire that teaching by foreigners 
in Ethiopia must cease, arrangements might later be made by means 
of which missions which did not give instruction would be allowed 
to remain. , 

In a conversation afterwards with the British Ambassador, he told 
me that he had not yet discussed with the Foreign Minister the ques- 
tion of compensation for British missions. He had been informed 

that the Sudan mission had taken up this matter with the Italian au- 
thorities at Addis Ababa and had been satisfied with the amount of 
compensation which the Italians had expressed a willingness to make.
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In so far as he was aware, the question of the transfer of Italian cur- 
rency had not, however, been discussed by the Sudan mission. Sir 

Eric added that he could at a moment’s notice secure from London 
instructions to present a demand similar to the one which I had pre- 
sented with regard to compensation but he thought on the whole that 
it would be wiser for him to refrain from doing so at the present 
moment in order to avoid giving Count Ciano the impression that the 
British and American Governments were acting jointly in this matter. 

Respectfully yours, WittiamM PHtItiirs 

[Enclosure ] 

The American Embassy to the Italian Ministry for Foreign Affairs 

| AxpE-MrMmorre 

With reference to the decision of the Royal Italian Government 
that teaching by foreigners in Ethiopia must cease and that in conse- 
quence all foreign missions will be closed and the missionaries re- 
quired to withdraw, the American Government has noted this decision 
with regret since it cannot fail to create an unfavorable impression 
among many persons in the United States. The American Govern- 
ment will lend its full support to claims for adequate compensation 
including facilities necessary for the transfer of payments, which may 
be submitted by its nationals in return for properties taken over by 
the Italian Government. 

Rome, June 16, 1937. 

365D.1163/85 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Romg, June 21, 1937—1 p. m. 
, [Received June 21—8:45 a. m.] 

291. Referring to my conversation concerning the expulsion of for- 
eign missions from Ethiopia (see my 272, June 11, 11 a. m.), I have 
received a written communication dated June 18th from Count Ciano 
confirming the Duce’s decision to close all foreign mission schools in 
Ethiopia. The note continues “if the said missions, outside the educa- 
tional field, intend to carry on work of humanitarian and philan- 
thropic character any requests will in due time be examined when the 
juridical question of recognition of the Empire has become:an accom- 
plished fact. : 

As regards the property of foreign missions already established in 
Italian East Africa instructions have been given to the respective 
colonial governments to see that these missions receive fair indemnity;
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and on my part I shall not fail to use my good offices to facilitate if 
necessary the transactions and formalities involved in the liquidation 
of such indemnities”. 

PHILLIPS 

865D.1163/85 : Telegram 

The Secretary of State to the Ambassador in Italy (Phillips) 

WASHINGTON, June 22, 1937—4 p. m. 

109. Your 291, June 21,1 p.m. Please keep Department informed 
of developments in connection with its telegram No. 102, June 14, 

3 p.m. 
Hun 

365D.1163/86 : Telegram 

The Ambassador in Italy (Phillips) to the Secretary of State 

Rog, June 23, 1937—11 a. m. 
[Received June 23—9 a. m. | 

294. Department’s telegram 109, June 22,4 p.m. For my informa- 
tion, I would be grateful to receive a list of American mission proper- 
ties now in Ethiopia together with an approximate estimate of their 

extent and value as well as any information which may be obtainable 
concerning measures taken by mission societies to receive compen- 
sation for properties. 

PHILLIPS 

$65D.1163/86 : Telegram 

The Acting Secretary of State to the Ambassador in Italy (Phillips) 

WASHINGTON, June 26, 19387—noon. 

113. Embassy’s 294 June 23, 11 a. m. According to information 
compiled in April 1936 by Consulate Addis Ababa, the estimated 
investments of American missionary societies in Ethiopia were as 
follows: 

United Presbyterians, 3 stations, $200,000; Seventh Day Adventists, 
6 stations, $300,000; Sudan Interior Mission, 10 stations, $250,000; 2 
independent schools in Addis Ababa with small estimated invest- 
ments. 

Sudan Interior Mission has not clearly established its legal status 
as an American enterprise, although its directing personnel is ap- 
parently American. |
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Consul Hughes reported in despatch of March 22, 1987, that mis- 

sionaries stated they had received no offer of payment for rent or 

purchase of properties already occupied by Italians. 
| WELLES 

365D.1163/96 

The Ambassador in Italy (Phillips) to the Secretary of State 

No. 473 Rome, July 8, 1937. 
_ [Received July 21.] 

Sir: With reference to my despatch No. 4383 of June 17, 1937, 
regarding the closing of foreign mission schools in Ethiopia, I have 

the honor to report that Monsignor Joseph P. Hurley, American 

Attaché to the office of the Secretary of State of the Holy See, called 

upon me this morning evidently at the request of the Holy See and 
for the purpose of communicating the following to the Department 

of State. Recently there has come to the attention of the Holy See 

the fact that an impression was gaining ground in high circles to the 
effect that the expulsion of foreign missionaries from Ethiopia had 

been furthered in some way by the influence of the Catholic Church. 

Monsignor Hurley called, he said, to tell me the actual situation. Im- 

mediately following Mr. Eden’s statement in the House of Commons 

on June 14th,” in which he announced the decision of the Italian 
Government that all foreign teaching in Ethiopia should cease, the 
Holy See addressed a written communication to the Italian Govern- 
ment pointing out the Vatican’s historic rights in the matter of se- 
lection of their own teachers in any part of the world. In this case, 
therefore, the Holy See reserves its right to send to Ethiopia any 

Catholic missionaries which they desire, whether they may be French, 
English, or American catholics, or any other nationality. In the 

same communication the Holy See pointed out the dangers involved 

to the Catholic Church in the matter of reprisals by other govern- 

ments: that there were at least ten important catholic missions in 

India with many Italian members; there were also important missions 

in Africa, also with Italian membership. The Italian Government 
was at the same time reminded that the Apostolic Delegate in Wash- 

ington, Monsignor Cicognani, was an Italian who had always received 

the utmost courtesy and consideration from the American authorities. 
There has been no reply as yet from the Italian Government to 

this note. In conclusion, Monsignor Hurley emphasized that the 

above communication from the Holy See to the Italian Government 

* United Kingdom, Parliamentary Debates, House of Commons, 1936-37, vol. 
325, col. 4.
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had been made immediately following the Eden speech and not as a 
result of the impression created by the erroneous reports in circulation 
that there was some form of collusion between the Vatican and the 
Italian Government with respect to foreign teaching in Ethiopia. 

Respectfully yours, Witi1am PHItiies 

365D.1163/99 | 

The Secretary of State to the Chargé in Italy (Reed) 

No. 183 WASHINGTON, September 15, 1987. 

Sir: The Department has been informed by the Board of Foreign 
Missions of the United Presbyterian Church of North America, Schaff 
Building, 1505 Race Street, Philadelphia, Pennsylvania, that its Mis- 
sion properties at Sayo and Gore, in Western Ethiopia, comprising 
buildings with hospital equipment and supplies and various furnish- 
ings, were occupied by the Italian military authorities in November 
1936, shortly after the withdrawal of the missionary staff. 

The Board states that no communication has been received from the 
_ Italian authorities as to the terms on which these properties are being 

_ held and that efforts on the part of the Board’s representative at Addis 
Ababa, Mr. D. C. Henry, made before the closing of the American 
Legation at Addis Ababa, to obtain a statement in this regard from the 
Italian authorities were without results. The Board adds that in 

June, 1987, the Italian authorities definitely refused permission to two 
of its missionaries to return to Sayo and Gore. 
Under these circumstances, and in view of the assurances given to 

the Ambassador in writing by Count Ciano on June 18, 1937, which 
were reported in the Embassy’s telegram No. 291, June 21, 1 p. m., it is 
desired that the statements of the Board be brought informally to the 
attention of the appropriate Italian authorities and that inquiry be 
made as to what steps looking to a settlement of this matter with the 
Board are contemplated by the Italian Government. It should be 
explained that this inquiry is being made at Rome in view of the ab- 
sence of American official representation at Addis Ababa. 

As of possible assistance to the Embassy in discussing this matter 
informally with the appropriate Italian authorities, there are enclosed 
copies of two letters * on this subject received by the Department from 
the Board. Enclosed with the Board’s letter of April 12, 1937, was a 
list of the properties claimed. A copy of this list is also transmitted 
herewith.” : 

Very truly yours, For the Secretary of State: 
[File copy not signed] 

*” Not printed. 

9826095446
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365D.1163/104 

The Ambassador in Italy (Phillips) to the Secretary of State 

No. 668 Rome, November 26, 19387. 
[Received December 7. | 

Sir: I have the honor to transmit the following information which 
has been furnished me in confidence by a representative of the Brit- 
ish and Foreign Bible Association concerning the present situation 
surrounding Protestant missions in Ethiopia. My informant desires 

that his name should be omitted. 
The problem confronting the missions has been the subject of dis- 

cussion for a number of months between the American, British, and 
Swedish societies. On its part, the British and Foreign Bible Asso- 
ciation has persuaded the Italian authorities here that it functions 
as a business organization rather than as a missionary society, inas- 
much as its sole activity is the selling of Bibles, and has, therefore, 
been permitted to continue its activities. It has a distributing center 
in Addis Ababa and a new representative of the society, by the name 
of Ronchi, is just going out to continue the sale of the Bibles. 

One of the smallest of the Protestant missions in Ethiopia is that 
representing the Waldensian Church, one of the American leaders be- 
ing Robert Anthony, whose address is the American Waldensian So- 
ciety, 156 Fifth Avenue, New York. Mr. Anthony has been persuaded 
that the Italians would be willing to allow the Waldensian Mission 
in Ethiopia to act as the agents for all foreign Protestant missionary 
work in that country, and he has returned to America to further this 
idea among the other American Protestant groups. However, accord- 
ing to my informant, the Waldensian mission is in fact subsidized by 
the Italians, notably by the payment of the salary of its principal rep- 
resentative in Addis Ababa, and that therefore it would not be wise 
for the other Protestant societies to associate themselves with the 
society in the manner suggested. My informant is of the opinion that 
the society in question is actually controlled and restricted by the 
Government. Furthermore, he thinks that the idea of a govern- 
mentally controlled Waldensian mission may be a Catholic idea de- 
signed to break up the Protestant coordination and weaken the effec- 
tiveness of Protestantism without incurring the displeasure of the 
world by officially destroying the work of Protestant missions in 

Ethiopia. 
In these circumstances, a plan has been worked out by the English 

| and Swedish churches, along the following lines,—the set-up in Rome 
of a group of four or five Protestant laymen representing the various 
Protestant interests and concerns in mission work in Ethiopia. This 
group would act as an “advisory committee” and as a go-between
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between foreign missions and their field of operations in Ethiopia. 
This advisory committee, of course, would only be able to function if 
authorized by the various foreign denominations. The idea behind 
the suggestion lies in the belief that the Italian Government would 
‘feel that they could keep in close touch with the activities of the 
Protestant churches through this local committee and might, there- 
fore, be willing to permit it to function. In any event, according to 
my informant, it would be better than direct negotiations between 
the churches and the Italian Government, which must continue to be 
wholly unsatisfactory. The English group, which has already ac- 
cepted the plan of an advisory committee, comprises the Bible Church- 
men Missionary Society, the London Mission to the Jews, and the 
English branch of the Sudan Interior Mission. The Swedish 
Kvangeliska Fosterlands Stiftelsen has also accepted it. On the other 
hand, the approval of the American missions has been withheld and 
they have not as yet offered any encouragement. They are understood 
to be waiting for some event which would of itself solve the problem, 
but which has not yet appeared on the horizon. 

The so-called “advisory committee”, before being able to function, 
must apply to the Italian authorities for the necessary permit. This 
application, however, cannot be made until the committee has been 
asked to operate by Edinburgh House, which is the clearing house of 
all Protestant missionary work and of which Dr. John R. Mott is the 
actual president. In order to show the Italian authorities a united 
front, it is, according to my informant, highly desirable to include 
the American Protestant missionary groups in the plan. He thinks 
there may be an idea among the American groups that they would be 
in a better position than the others vis-a-vis the Italian authorities in 
Ethiopia because they are representative of a non-sanctionist country 
and he suggests the possibility that this idea has been fostered by the 
Catholics with the design of preventing a unanimity of opinion and 
action. 

In brief, the English and the Swedish groups are ready to proceed 
now to the formation of the “advisory committee in Rome” and are 

anxiously awaiting word of the cooperation of the American groups. 
With regard to the actual conditions of the remaining missionaries 

in Ethiopia, my informant said that all the Protestant missionaries 
some time ago had been called to Addis Ababa. Some of them had 
been expelled, some allowed to remain, while a few of those with per- 
mission to carry on their work had voluntarily left. He had found 
it impossible to obtain any accurate information regarding the con- 
ditions under which those remaining were permitted to function. 
His last information on the subject came from an Italian pastor who 
is a member of the Waldensian society, who had informed him that
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the missionaries were permitted to carry on their work “quietly” but 
nowhere except in Addis Ababa. 

Further information had come to him through the London mission 
to Jews to the effect that Mr. Heintze, who had been in charge of the 
work in the Lake Tsana region and who had left Ethiopia “on the. 
advice of the Italian Consul”, has not only been trying in vain to re- 
turn but has been endeavoring to send money to the Ethiopian con- 
vert left in charge of the mission. While this money has been for- 
warded through an Italian in Gondara, Mr. Heintze has not as yet. 
received any word as to whether the money has been actually received 
by the mission. 

The object of my informant’s call upon me seems to have been to en- 
list the Embassy’s assistance in obtaining favorable action on the pro- 
posed plan for an “advisory committee” by the American missionary 
groups. He expressed the hope that possibly I might be able to take 
some action along these lines. Without giving him any assurance in 
this respect, I expressed my appreciation of his visit and my interest. 
in the whole problem. 

Respectfully yours, Witi1am PHItuies. 

865D.00/26 

The Vice Consul at Aden (Chiperfield) to the Secretary of State 

[Extract] 

No. 108 AvEN, December 13, 1937. 
[Received January 8, 1938.] 

SIR: ... 

American missionaries are slowly leaving Ethiopia, as are the mis- 
sionaries of all nations. They are unwelcome in the country, though 
the Italians cannot be said to have treated them discourteously or 
unjustly. The Italians have reserved the right to educate the na- 
tives themselves, but Mr. Duff informs me that his mission has con-- 
tinued with its ecclesiastical teaching and services entirely unmolested. 
The Italians have been appreciative of the hospital and medical work 
now being carried on by the missionaries, but it is known that as soon- 
as the Italians are prepared to take over all this work themselves, 
they will do so. One of the works of Mr. Duff’s mission has been: 
the establishment of a leper hospital, which now has about eighty 
inmates. The new cases delivered to the hospital by the Italians after 
their occupation of Addis Ababa, are adequately supported hy funds 
from the Italian authorities. There are now 25 American mission-. 
aries in Addis Ababa; none are known to be elsewhere in Ethiopia.
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There is transmitted as an enclosure a list of these Americans* as 
supplied by Mr. Duff. They are believed to be the only Americans 
now in Ethiopia. 

The chief difficulty being experienced by the missionaries is that 
their property is being taken over by the Italians, but in each case 
a fair price is being paid, usually the first figure asked by the mission 
itself. Thus the missionaries are being slowly pushed from the coun- 
try, and Mr. Duff predicts that within one year all the Americans 
will probably have left. Five of the Americans mentioned above 
have planned to leave the country on or about December 10, 1937, and 
it is presumed that they have now departed. Most of the mission- 
aries upon leaving will go into the Anglo-Egyptian Sudan or Kenya 
Colony. The missionaries have, of course, been disheartened because 
their activities in the interior have been completely stopped, as no 
civilians are now allowed to reside outside the cities. These regula- 
tions, of course, apply to all civilians, and the missionaries have made 

no complaints to the authorities. | 
Respectfully yours, C. B. CHiperrie.p 

™ Not printed.
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RELUCTANCE OF THE UNITED STATES TO APPOINT A MINISTER TO 
IRAN; CONTINUED ABSENCE OF IRANIAN REPRESENTATION IN THE 
UNITED STATES* 

701.9111/616a 

The Chief of the Dwision of Near Eastern Affairs (Murray) to the 
Chargé in Iran (Merriam) : 

WasHINGTOoN, January 18, 1937. 

My Dear Mr. Merriam: I think you may be interested to know that 
while the Secretary was in Buenos Aires during the recent Pan- 
American Conference there? Nadir Arasteh, the Iranian Minister at 
that post, called upon the Secretary and made every effort to show his 
friendly attitude. The conversation naturally turned to the present 
strained relations between the United States and Iran and the Min- 
ister expressed his emphatic view that Iran could not afford to go on, 
as at present, without proper representation in this country. The 
Secretary concurred in the Minister’s views and added that he had _. 
done everything in his power to prevent the present impasse. The 
Secretary furthermore told the Minister that he had the impression 
that the true facts of the case had never reached His Majesty’s ears. 
Otherwise it was impossible to believe that all of the Secretary’s con- 
scientious endeavors to remove His Majesty’s misgivings would have 
been in vain. The Minister said he was of the same view and that he 
contemplated making an early trip to his country at which time he 
would make a further effort to clear up the misunderstanding. 
During the course of conversation the Minister referred somewhat 

vaguely to the desirability of our making some “gesture” in order to 
smooth matters over. I gathered that the Secretary did not pursue 
that phase of the matter and apparently left the Minister under the 
impression that we had made all the gestures that could properly be 
expected of us under the circumstances. 

While you might, if you think it would be helpful and if the occa- 
sion presents itself, make reference to the fact that a conversation took 
place between the Secretary and the Iranian Minister in Buenos Aires 

1¥For previous correspondence, see Foreign Relations, 1936, vol. 111, pp. 342 ff. 
tose” Inter-American Conference for the Maintenance of Peace, December 1-23, 
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regarding the present state of our relations with Iran, it would seem 
undesirable to refer to any of the details of the conversation, which 
will doubtless be reported fully by Mr. Arasteh. 

Sincerely yours, Watiace Murray 

124.91/55 : Telegram 

The Chargé in Iran (Merriam) to the Secretary of State 

| TEHERAN, January 21, 1937—10 a. m. 
[Received 9 p. m. ] 

4, I venture to suggest that the Department consider at this time the 

appointment of a Minister at Teheran. 
1. In view of past experience it seems entirely possible that Amer!- 

can publications, in providing color and background for articles on 
the finally accepted concessions * will make statements which will be 
resented here and thus jeopardize the contract. Request for agrément 
prior to arrival of clippings would tend to offset them and to safeguard 
the concessions. That the Shah is as sensitive as ever to the printed 
word is evidenced by the recent recall of the Iranian Minister at Paris 
as a protest against certain French press articles. On the other hand, 
His Majesty is influenced by diplomatic “front”. ‘The large and rela- 
tively unworked staff of the British Legation forms in itself a splen- 

did safeguard for British interests and relations against the occasioned 
[ oceastonal?| serious lapses of the English press. 

9. Iranians generally are surprised and delighted at the signing of 
the concessions and hope this means restoration of normal relations. 
Their granting constitutes in fact a remarkable gesture when the pres- 
ent status of the diplomatic relations is considered and the moment 
seems opportune to consolidate and enlarge the situation. Soheily * 
intimated on the 19th that he felt at a loss how to commence and we 
are perhaps in somewhat the same position. Our request for agrément 
would afford additional proof of the friendliness of our Government: 
and people of which the President’s message of sympathy * and the 
remarks of the Secretary of State to the Iranian Minister at Buenos 
Aires are recent examples. It would be exceptional gesture coming 
immediately after the President’s re-inauguration and in view of the 
present lack of any Iranian representative to our Government, which 
we could hope would be followed by the restoration of normal rela- 
tions. Moreover, while we realize that the concessions are purely a 
business arrangement between the Iranian Government and private 

®* For correspondence concerning the Amiranian oil concessions, see pp. 734 ff. 
‘A. Soheily, Iranian Undersecretary of State for Foreign Affairs. 
* Regarding floods and earthquakes in northern Iran; see telegram No. 34, 

August 8, 1936, noon, to the Chargé in Iran, Foreign Relations, 1936, vol. 111, p. 373.
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American interests, we are not unmindful of the confidence thereby 
implied in Americans and American methods. These considerations 
could be made clear to the Foreign Office when the agrément is re- 
quested. 

3. It would be advisable to request agrément as soon as possible, 
well before arrival of clippings, and not to await ratification of the 
concessions which might conceivably be delayed. If the Shah should 
be incensed, ratification would hardly prevent him from nullifying 
concessions in some way or from worsening diplomatic relations 
unless the shock is cushioned in advance. 

4. Legation has leaned backwards to an extent that has been painful 
at times to Hart * in order to make it crystal clear to the Iranian Gov- 
ernment that the concessionaires are entirely unconnected with and 
independent of the United States Government which is not backing 
them in any way. Soheily has informed me of his own accord that 
he quite understood this. I have not, of course, mentioned subject 
of this telegram to the Foreign Office or to Hart and doubt if the 
latter is fully aware of the effects which the press may have upon 
his projects. 

Merriam 

124.91/55 : Telegram 

_ The Secretary of State to the Chargé in Iran (Merriam) 

WASHINGTON, January 25, 1937—3 p. m. 

1. Your 4, January 21, 10 a.m. The Department of course wel- 
comes any indication of improvement in our present relations with 
Iran and has been at all times prepared to assist in any appropriate 
way to that end. The Department does not, however, consider that 
there is any proper connection between the recently concluded oil 
and pipeline concessions and the appointment of a Minister to 
‘Teheran. 

It is clear furthermore that the granting of the concessions in ques- 
tion was in no way impeded by the absence of Iranian representation 
in this country nor by the character of our present representation in 
Teheran. The transaction was purely a business one and concluded 
by the Iranian authorities because they considered it in their best 
interest to do so. The same will doubtless prove to be the case with 
respect to ratification. It may be added in this connection that, up to 
the present, press comments on the recent concessions appear to have 
contained nothing that could possibly prove objectionable to the 
Iranian Government. 

* Charles C. Hart, representative of the Amiranian Oil Company in Iran.
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The essential problem in our relations with Iran remains, namely 
the extreme sensitiveness of the Shah to all American press comment 
however trivial that he may regard as derogatory to himself. In 
view of our own experience and the recent one of the French it would 
not appear that the mere request for an agrément at this moment 
would solve the problem. It will be recalled in this connection that 
the Shah’s decision to terminate all Iranian representation in this 
country was taken while Mr. Hornibrook was still at his post. The 
Department has furthermore been under the impression that the Shah 
might actually resent the request for an agrément under. present 
conditions. | 

While, therefore, the Department is not prepared at this time to 
consider the appointment of a new minister, it does contemplate, in 
view of your desire for home leave, raising the rank of its representa- 
tion in Teheran by the assignment of Mr. C. Van H. Engert as Coun- 
selor of Legation and Chargé d’Affaires pending the eventual ap- 
pointment of a minister which it is hoped will not be long delayed. 
Such an increase in the rank of our representation would be an inter- 
mediate step to the appointment of a minister and thus in line with 
your present recommendations. It is expected that Mr. Engert will 
reach Teheran about the middle of May. As he is well and favorably 
known to Iranian officials by reason of his previous service in Iran, 
the Department suggests that this might be a favorable moment to 
advise the Foreign Office informally of Mr. Engert’s early assign- 
ment and the above stated reasons therefor. 

In this connection you are informed that the Iranian Minister at 
Buenos Aires in the course of a conversation at that capital with the 
Secretary of State remarked that he was endeavoring to find some 
means of breaking the present impasse and that for that purpose he 
contemplated returning to Iran during the month of February. Such 
being the case, it seems possible that the Iranian authorities may 
discover some way out of their difficulty by that time. 

| , Hoi 

124.91/60 

The Chargé in Iran (Merriam) to the Secretary of State 

| [Extract] 

No. 988 TEHERAN, February 6, 1937. 
[Received April 2.] 

Sir: I have the honor to refer to my telegrams No. 4 of January 21, 
10 a. m., and No. 5 of February 2, 11 a. m.,? and to the Department’s 
telegrams No. 1 of January 25, 3 p. m., No. 2 of January 29, 7 p. m., 
and No. 3 of January 29, 8 p. m.,” all of 1937. 

‘Latter not printed. 
™ Nos. 2 and 3 of January 29, not printed.
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In my telegram No. 4 above-cited, suggesting that the Department 
might wish to give consideration to the appointment of a Minister at 
Teheran, I felt it proper to state the possibilities arising from Amer- 
ican press comments on the Hart concessions in the most pessimistic 
terms, feeling that the Department, with such a statement before it 
of the worst that might be expected would be in a good position to 
decide whether to cover all the possibilities or to take a more optimistic 
view and to act according to the pleasanter possibilities which also, 
undeniably, exist. 

A few observations touching the Department’s telegram No. 1 of 

January 25, 3 p. m., suggest themselves at this point. As regards 
the statement that there would appear to be no proper relation be- 
tween the concessions and the appointment of a Minister, it seems 
to the Legation that so long as these concessions are legally incom- 
plete it is quite unjustified in supporting them or connecting itself 
with them in any manner. However, once the concessions have been 
signed, ratified and promulgated, they would appear to constitute 
a legitimate private American interest on the same footing with our 
trading, missionary and archaeological interests which we should 
be justified in protecting in every legitimate way permitted by policy. 
In this country one cannot blink the fact that all the activities and 
interests, private and official, of each and every separate foreign 

country, are inextricably interwoven. This situation arises from the 
fact that all power is concentrated in the Shah, consequently any 
factor which affects a private interest in any foreign country is bound 
to react, through His Majesty, upon the official interest of that coun- 
try, and vice versa. In this connection it may be said that the Ameri- 
can missionaries, who know the country extremely well, would not 
have been in the least surprised if following the Djalal incident and 
with the withdrawal of the Iranian representatives from the United 
States, they in their turn had been requested to depart from Iran. 
In fact, again, diplomatic relations between the United States and 
Iran became strained not because of any act of our Government but 
owing to the American press, a wholly private and unassociated 
interest. From an American point of view, missionary work is un- 

| related to diplomatic relations, just as diplomatic relations are un- 

related to the press. But in Iran they are all tied more or less tightly 
in the same knot. 

To cut the discussion of this particular point short, it appeared 
to the Legation that, given the interaction of all sorts of factors 
within the Shah (as within Iranians generally)—an inescapable fact 
and condition, however contrary it may be to American methods and 
traditions—the legitimate interest constituted by the Hart conces-
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sions, when in full legal force, would be best protected by the ap- 
pointment of a Minister. All other American interests would also, 
of course, be benefited. 

The suggestion that this appointment be made promptly, without 
awaiting the ratification of the concessions, arose from the considera- 
tion that this might be delayed until clippings from the American 
press should begin to arrive in Iran, and not with any view to en- 
couraging ratification, which has been a foregone conclusion, every- 
thing being equal. 

The Legation does not apprehend bad results from straight news 
articles relating to Iran in the leading daily newspapers so much 
as the poor taste and inaccuracies which so frequently get into the 
background and color with which these items are decorated in the 
weekly news magazines and Sunday supplements. 

The Legation feels that the Department has accurately stated the 
problem in our relations with Iran as that of the sensitivity of the 
Shah to anything which by any scope of the imagination could be 
regarded as derogatory to himself. Indeed, to the best of its know]- 

edge, there is no representative at Teheran of any country where 
the press can be regarded as free who has not been faced with the 
same difficulty to some degree. The problem, so far as one can see, 
is insoluble during the Shah’s life. It cannot be met directly, but 
only indirectly, by such means as suggest themselves as appropriate 
from time to time. It seemed to the Legation that the appointment of 
a Minister would harmonize with this line of action. 

Respectfully yours, Gorpon P. Merriam 

701.9111/621 

Memorandum by the Chief of the Division of Near Eastern Affairs 
| (Murray) to the Secretary of State 

[WasHineton,]| March 26, 1937. 

Mr. Secretary: As the result of a lengthy conversation which I 
had yesterday with Major Ibrahim Arfa, an Iranian army officer 
now officially in this country, I have reason to believe that a means 
may soon be found to induce the Shah of Iran to restore Iranian 
diplomatic and consular representation in this country at a not too 
distant date. | 

_ Major Arfa, who is a person of keen intelligence and perception 
and who has, only recently, been fully restored to the Shah’s favor, 
had the following to say with regard to the possibilities of modifying 
the Shah’s hitherto relentless opposition to maintaining any sort 
of representation in the United States so long-as this Government
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is unable to prevent the publication in the American press of any 
articles regarded by the Shah as derogatory to himself: 

Major Arfa states that in his opinion the Shah would be profoundly 
impressed if he were made familiar with the details of the ‘fruitless 
endeavor of the German Government to suppress criticism in this 
country directed at the German Chief of State. Particularly valu- 
able, in the opinion of Major Arfa, is the fact that the suggestion is 
reported to have been made by the rigidly controlled German press 
that despite Constitutional guarantees of freedom of speech and press 
in this country, this Government should take the necessary steps to 
render impossible further attacks upon Mr. Hitler or any other foreign 
chief of state and that no notice was taken by this Government of 
this presumably inspired suggestion; and that, in withdrawing its 
present Ambassador in the United States, Mr. Hitler is sending to 
this country a new ambassador high in his confidence. 

With the example of Germany’s action in the above incident and 
bearing in mind the profound admiration which the Shah has for 
remilitarized Germany and its autocratic leader, Major Arfa believes 
the Shah will be quick to realize that he has made a mistake in attempt- 
ing to force the United States to his way of thinking and will act 
accordingly. 

When I questioned him as to how such a presentation of the German 
situation could be brought to the attention of His Majesty, Major 
Arfa furnished me with the interesting and new information that 
at present in Iran all of His Majesty’s subjects are permitted to 
communicate, either by telegraph or by letter, directly with him and 
that there is no interference in the delivery of such communications. 
Such being the case, Major Arfa proposed to lay the full situation, 
in due time, before His Majesty in the form of a written communi- 
cation. 

I think it might be desirable if you care at sometime to receive 
Major Arfa, who is an officer of the highest integrity and who can, 
I believe, be of valuable assistance to us in terminating the present 
abnormal situation of our relations with the Iranian Government. 

Wauiace Murray 

124.91/64 : Telegram 

The Chargé in Iran (Engert) to the Secretary of State 

TEHERAN, June 12, 1937—8 a. m. 
[Received 11:45 a. m.]} 

34. Ihave now met most of the more important Persian Government 
officials several of whom including the Prime Minister and the Min- 

* See Foreign Relations, 1935, vol. m1, pp. 482 ff.
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ister of Foreign Affairs held office when I was here in 1920 and 22. 
Although I had known the Shah as Minister of War and he had dined 
at my house and had lent me polo ponies I have purposely made no 
allusion to that fact and have expressed no desire to renew our ac- 
quaintance. So long as His Majesty remains sensitive regarding his 
less exalted past I for one have no intention of reminding [him] 
of it. 

However, in my conversation with Government officials especially 
those who have the Shah’s ear such as the Premier whose son recently 
married a daughter of the Shah—I have taken the line that the rela- 
tions between the United States and Persia are intrinsically perfectly 
normal and friendly. I made light of any difficulties and misunder- 
standings to which they themselves referred and told them that if any 
existed it was their business and mine to iron them out. I assured 
them that I was personally animated by the most cordial feelings 
towards Persian Government and people and that I knew these senti- 
ments were fully shared by the American Government and people or 
I would not have been sent here. They could therefore count upon 
me to the utmost to assist in interpreting the one to the other. 

So far all officials have been scrupulously correct in their manner 
towards me but I doubt whether there will be any marked [apparent 
omission] of coolness until perhaps some of the things I have let drop 
have had a chance to penetrate to the Shah. They are all waiting 
to take their cue from him. 

In the meantime I am quietly and largely informally, as if dealing 
with matters of routine rather than controversial subjects, keeping 
before the Foreign Office the stupid and irritating question of the non- 
delivery of second class mail ® as well as the desirability in the interest 
of harmonious intercourse of negotiating extradition* and trade 
agreements. I shall of course report from time to time any appreci- 
able progress made in those directions and should welcome any specific 
instructions you may wish to issue for my guidance. 

ENGERT 

124.91/64: Telegram 

The Secretary of State to the Chargé in Iran (Engert) 

WASHINGTON, June 18, 1937—5 p. m. 

26. Your 34, June 12,8a.m. We feel that it is difficult to take any 
concrete steps, beyond those already taken, which are likely to improve 
our relations with Iran and that improvement in those relations will 

8 See pp. 728 ff. 
* See Foreign Relations, 1936, vol. 111, pp. 391 ff. No further progress regard- 

ing negotiation of an extradition treaty was made in 1937.
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come about largely as a result of passage of time. We believe there- 
fore that while it is proper to endeavor to settle such subsidiary prob- 
lems as non-delivery of second class mail in the purely routine manner 
which you have adopted, it would be best to proceed most cautiously in 
discussing larger issues, such as extradition. 

So far as a trade agreement is concerned we consider that the 
initiative should, for the present at least, be left entirely to the 
Tranians. 

Hot. 

124.91/66: Telegram 

The Chargé in Iran (Engert) to the Secretary of State 

TEHERAN, July 6, 1937—5 p. m. 
[Received July 7—4: 56 a. m.] 

44. Some 15 high ranking Persian Government officials attended the 
Legation’s Fourth of July reception. Among them Minister for For- 
eign Affairs who stayed over an hour, several other Cabinet Officers 
and the President of the Parliament. They explained that others had 
been unavoidably detained by signing of treaty with Iraq™ same 
afternoon and by preparations for official dinner same evening. I 
gained the impression that the Government had definitely decided to 
resume normal friendly relations with this Legation. 

ENGERT 

123En3/568 : Telegram 

The Chargé in Iran (Engert) to the Secretary of State 

Treneran, November 17, 1937—noon. 
| Received 2:11 p. m.] 

109. My despatch No. 1118, August 28.2 Foreign Minister returned. 
last week and received me this morning. 

He volunteered the information that he was about to recommend 
to the Shah that their Legation in Washington be reopened in the 
near future. He said he would tell me more about it by the end of 
the month as His Majesty was at present in Resht. 

ENGERT 

“For the treaty and protocol between Iran and Iraq regarding boundary, 
signed at Teheran, July 4, 1937, see League of Nations Treaty Series, vol. cxc, 
p. 241. 

? Not printed.
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701.9111/641 : Telegram 

The Chargé in Iran (Engert) to the Secretary of State 

Trneran, December 20, 1937—1 p. m. 
| [Received December 21—2 p. m.] 

128. Since my 109, November 17, noon, the Foreign Minister has 
twice referred to his efforts but I gather he has encountered difficul- 
ties. Apparently the Shah is still hoping that a special mission might 
first be sent here. In the case of France he had evidently insisted on 
it but when he got it (see Legation’s despatch 1114, August 20th **) 
and still no Iranian Minister was appointed to Paris the French Min- 
ister who came in April left on leave of absence November 29th utterly 
disgusted with what he called the duplicity of the Iranian Govern- 
ment. Immediately after his departure several articles violently at- 
tacking the French were permitted to appear in the local papers (see 
Legation’s despatch 1183, December 10, which left here December 18). 

With all this in mind but without of course referring to it I did not 
encourage the Minister for Foreign Affairs in any expectations of a 
similar mission from the United States in the immediate future. 

This morning the Director General of the Foreign Office sent for 
me and asked me on behalf of the Minister whether the Government 
of the United States would be prepared to appoint a minister to Iran 
soon after the Iranian Legation in Washington had been reopened by 
a chargé d’affaires. I replied that it was of course impossible for me 
to commit my Government in a matter of this kind without first in- 
quiring. Speaking purely personally I said it was extremely likely 
that sooner or later a minister would be sent here and the reopening 
of the Iranian Legation in Washington might possibly help to ex- 
pedite such a decision. 

If the Department is in agreement with the last sentence or were 
willing to make it more definite I believe the question of a special 
mission would be dropped. 

E.NGERT 

701.9111/641 : Telegram 

The Secretary of State to the Chargé in Iran (Engert) 

Wasuineton, December 23, 1937—7 p. m. 

62. Your 128, December 20,1 p.m. As you are doubtless aware 
from the Department’s 22, April 30, 7 p. m.,!* and 24, May 15, 5 p. m.. 
1936, it was not considered advisable to give further consideration 

*® Not printed. 
* Foreign Relations, 1936, vol. 111, p. 361. 
* Tbid., p. 363.
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to the proposal of sending a special mission to Iran and the Depart- 
ment has regarded the matter as closed. Developments since that time 
have tended to confirm the Department in its belief that such a mis- 
sion would serve no useful purpose. You will therefore discreetly 
discourage any contrary suggestions from Government officials. 

As for the matter of the reopening of the Iranian Legation in 
Washington and the rank of our representative in Iran you may inform 
competent officials of the Iranian Government that this Government 
has no objection to the reopening of the Legation by a Chargé 
d’Affaires and that the Department will recommend the appointment 
of an American Minister to Teheran as soon thereafter as practicable. 
The Iranian Government is doubtless aware that nominations by the 
President of Ministers and Ambassadors require confirmation by the 
Senate and that this procedure necessarily entails at times a certain 
amount of delay. 

You may add that this Government of course assumes that His 
Majesty will in due time, in order that his prestige in the United 
States may not be lessened, wish to be represented in Washington by a 
full envoy extraordinary and minister plenipotentiary. 

Hou 

RESUMPTION BY IRAN OF DELIVERY OF SECOND CLASS MAIL FROM 
THE UNITED STATES AFTER FURTHER INQUIRIES BY THE UNITED 

STATES * 

891.711/38 

The Chargé in Iran (Merriam) to the Secretary of State 

[Extracts] 

No. 1003 Trueran, February 26, 1937. 
[Received April 2.] 

Sir: I have the honor to acquaint the Department with further de- 
velopments concerning the delivery of second-class mail matter in Iran. 
The situation is very confused at the moment, but an attempt will be 
made to give as accurate an account of it as now seems possible. 

Speaking by and large, the Legations at Teheran have received but 
little mail if any of this kind since early in January, and what has 
been received gives evidences of having been opened and censored. 
Until recently nothing came through at all, but no one was especially 
concerned because the passes to the west and to some extent to the 
north were blocked for several weeks. As soon as the roads were 
reopened, however, it soon became obvious that some other explanation 

was required. 

%*° For previous correspondence, see Foreign Relations, 1936, vol. 111, pp. 875 ff.
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It so happened that the post office was choked with mail which had 
just come in from the passes at the time of the death of Davar, the 
Minister of Finance. It is possible, therefore, that the Shah desired 
to prevent the dissemination in this country of printed matter dealing 
with this occurrence. It is also possible that when the Shah became 
angry with the French owing to articles in the French press that 
were considered offensive, he recollected that he had had similar 
trouble with the American press and to some extent also with the 
Egyptian press, the British press, the Swedish press, the Iraqui press 
and, some years ago, with the German press, and decided that the 
western press was hopeless and that the only thing to do was to cut it 

off altogether. 

_... At the same time, if the corps as a whole should prove to 
feel strongly about the question, it would be difficult for us not to go 
along in view of the fact that our provocation is greater than that of 
the other members: our mail matter has been held up for ten months, 
theirs a month and a half only. 

The foregoing states the situation in its simplest terms: the prohibi- 
tion against the delivery of second-class matter from the United 
States has been extended to that coming from all countries, except 
that some of it is delivered after being opened and censored. 

Respectfully yours, Gorpon P. Merriam 

891.711/44 

The Chargé in Iran (Merriam) to the Secretary of State 

No. 1023 ‘TEHERAN, March 26, 1987. 
[Received May 18.] 

Sir: I have the honor to refer to the Legation’s despatch No. 1003 
of February 26, 1937, with respect to the delivery of second-class mail 
matter in Iran. 

The general prohibition against delivery lasted for about two weeks 
only. At the end of that time publications were again received from 
all countries but the United States. The situation thus reverted to 
the pre-French crisis status with the exception that while American 
publications which had been mailed out from various European and 
Near Eastern countries were delivered prior to the French trouble, 

after it they were no longer delivered. Apparently the Imperial Police 
had discovered this method of evading the restriction. As a conse- 
quence, the Legation has not been receiving Departmental and other 

9826095447
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second-class mail matter forwarded by our Despatch Agent in London 
since the early part of January. 

In this treatment of French mail and British mail, as contrasted 
with the treatment accorded American mail, there is manifest dis- 
crimination. By any impartial standard it seems obvious that the 
American press during the past year has given no more cause for 
complaint than the French or the British press. The American press 
has produced nothing, for example, to compare, in general offensive- 
ness, with Jnnocence and Design, a book which appeared under a 
London imprint, and with which the Department is acquainted. 

Under the circumstances, it seemed that representations to the 
Foreign Office of some sort were clearly indicated at an early moment 
while the facts giving rise to the discrimination were still fresh. On 
the other hand, the Legation did not feel that the matter justified ex- 
penditure for a long telegram of explanation to the Department in 
order to obtain authorization to protest. Accordingly, the expedient 
was adopted of formulating the approach as an inquiry, a request for 
information which would necessarily be laid before the Department. 
The conversations which have been held on the subject are enclosed 
herewith in the form of memoranda. The reply of the Foreign Office, 
however, cannot be expected prior to the return of the Shah, which 
is expected on March 27th, from his journey in the south. 

It may be added that it seemed best to take advantage of the favor- 
able atmosphere now existing due to the recent consummation of the 
Hart concessions.7 It would have been unfair to Mr. Hart to inject 
a delicate element of this sort before his concessions were legally com- 
pleted on the Iranian side, but now that they are complete this ob- 
jection has lost its force. 

Admittedly, the whole question is one to be handled with caution. 
But the French have now been tarred with the same brush as our- 
selves; they received a very thin coating, quickly removed, whereas we 
have been wearing a very thick one for a long time. To the Legation 
it has seemed justifiable at this time to ask the simple question: 
“Why?” | 

Respectfully yours, Gorpon P. Merriam 

{Enclosure 1] 

Memorandum of Conversation Between the American Chargé 
(Merriam) and the Chief of the Third Political Division of the 
Lranian Foreign Office (Massoud-Ansari), March 16, 1937 

The Chargé d’Affaires, accompanied by the Legation interpreter, 
called on M. Massoud-Ansari for the purpose of reminding the Foreign 

See pp. 734 ff.
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Office of our proposal for an extradition treaty. After this matter 
had been disposed of, the Chargé said that he wished to speak of the 
situation which had existed for some time of the non-delivery in Iran 
of American second-class mail. This was a matter which the Legation 
has been observing with attention, and in view of recent developments 
the Chargé found that he would be obliged to submit a report to his 
Government. There were several circumstances for which he could 
not find a satisfactory explanation; consequently, before sending in 
his report, he had thought it well to ask the Foreign Office about them. 

The Chargé went on to say that there had been a pretty complete 
ban on American second-class mail for eleven months. During this 
period of time the Legation had watched items appearing upon Iran 
in the American press and in the press of other countries where expres- 
sion was free, and it had come to the conclusion that the American 
press was not more at fault than the press of some other countries. 

He added that recently a certain Government had had difficulties 
over the press, that the publications of that country had been stopped. 
for only two weeks, and that delivery had now been resumed. The 
Chargé emphasized at this point that it was not his purpose to make 
trouble for anyone else. But the truth was that, although the facts. 

were similar, the delivery of American publications had been withheld 
for eleven months, whereas those of another country had been with- 
held for two weeks. He could not explain why this should be, and 
would appreciate receiving an explanation from the Foreign Office. 
The United States postal authorities had addressed several inquiries 

about the matter to the Iranian Posts and Telegraphs and had not 
even received the courtesy of a reply. 

M. Massoud-Ansari said that the matter would receive his earnest 
attention and that he would discuss it at his next meeting with the 
Foreign Minister. He quite understood that it was not the Chargé’s 
purpose to make trouble for others. 

The Chargé asked what possible interest, for example, the Iranian 
Government could have in not delivering such a magazine as Yachting, 
which had never published a word about Iran and probably never 
would. He pointed out that with perhaps one or two exceptions 
American publications, despite the fact that they had been barred in 
Iran, had remained thoroughly friendly in tone and attitude toward 
this country and it seemed that they should be rewarded for this, not 
penalized. The situation had in some respects become absurd. For 
instance, the American College had ordered some textbooks from the 
United States which were required reading for the Government exam- 
inations. ‘They had not been delivered. The position was therefore 
that the Government prohibited the importation of books which it 
required to be read. The College had not requested the Chargé to do
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anything about the matter ; he merely spoke of it to show the absurdity 
of the situation. 

M. Massoud-Ansari, who had been taking notes, promised again to 
make inquiries. 

The Chargé then drew his attention to the fact that two second- 
class mail communications from the Department, marked “Official 
Business,” had been opened before delivery. They contained official 
forms and copies of the Congressional Record. Most of the material 

sent out by the Department by second-class mail had latterly not been 

delivered at all. 
The Chargé concluded by saying, smilingly but emphatically, that 

if all the remarks in the American press which had given offense to 
Iran during the past ten years, and all the remarks which would 
give offense during the next ten years were added together, he felt 
sure they would not equal in offensiveness the anti-American cam- 
paign in the Teheran press of a year ago. 

[Enclosure 2] 

Memorandum of Conversation Between the American Chargé (Mer- 
riam) and the Chief of the Third Political Division of the Iranian 
Foreign Office (Massoud-Ansari), March 24, 1937 

M. Massoud-Ansari called at the Legation and after the subject of 
his visit had been concluded, the Chargé referred to their previous 
conversation on the subject of American second-class mail matter. 
He said that it had just that morning come to his attention that the 
Consulate had no income tax forms. The Department of State sent 
these by second-class mail and they had apparently been stopped 
like everything else. The result was that Americans residing in 
Iran, unless they obtained the forms in some other way, could not 
submit their returns and were liable to penalties under the law. 

M. Massoud-Ansari replied that he had submitted a full report on 
the matter to the Foreign Minister and that he would inform the 
Chargé of the latter’s instructions as soon as they were issued. 

891.711/42 

Memorandum by Mr. Raymond A. Hare of the Division of Near 
Eastern Affairs 

[Wasuinerton,| April 28, 1937. 

Mr. Russell of the International Postal Service of the Post Office 
Department telephoned on April 26 to say that the Post Office De- 
partment had at long last received a reply from the Iranian Postal
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Administration with regard to the non-delivery in Iran of American 
second-class mail. 

It appears that in taking up this matter with the Iranian Postal 
Administration, the Post Office Department had made specific refer- 
ence to the case of the National Geographic Magazine. In its reply 
therefore the Iranian Postal Administration, making reference only 

to the specific case of ational Geographic, asked that it be supplied 
with the names and addresses of subscribers who had not received the 
magazine to the end that an appropriate investigation might be made. 
No reference whatsoever was made to the general subject of restric- 
tions on second-class mail. 

In making this reply the Iranian Postal Administration was 
obviously side-stepping the whole issue of restrictions on second-class 

mail, and as a result the whole question is left completely up in the 
air. 

It may be observed in this connection that the original communica- 
tion of the Post Office Department to the Iranian Postal Administra- 
tion was dated September 15, 1936. It was followed up by subsequent 
communications on the subject dated November 9, 1936, January 26, 
1937, and March 22, 1937. In the case of the communication of 

March 22, 1937, Mr. Russell stated that the inquiry had been of a 
general nature and had not mentioned any specific publication. 
When inquiry was made as to what action the Post Office Depart- 

ment contemplated taking in the matter, Mr. Russell stated that they 
intended to communicate with National Geographic for the purpose 
of securing the names and addresses of Iranian subscribers who had 
not received their copies of the National Geographic, and that this 
information would be transmitted to the Iranian Postal Administra- 
tion in accordance with its suggestion. He seemed to be of the 
opinion that there was little that could be done for the relief of sub- 
scribers in Iran of American publications as long as the Iranian 
Government maintains its present adamant position. 

891.711/52 : Telegram 

The Chargé in Iran (Engert) to the Secretary of State 

Teueran, July 14, 1937—10 a. m. 
[Received 10:45 a. m.] 

47. Legation’s 40, June 22, 8 a. m.* I am now unofficially informed 
that at the last meeting of the Cabinet it was decided to permit de- 
livery of second-class mail from the United States to all addresses 
in Iran excepting only publications which have used objectionable 
language in the past. Considering that the Iranian Government has 

* Not printed.
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recently been fully preoccupied with the Asiatic Pact * and other im- 
portant problems this step may be regarded as a distinct gesture of 
good will towards us. | 

In advising the Post Office Department informally of the above the 
Department may wish to add confidentially that I have had several 
conversations with the Director General of Posts in an attempt to 
salvage as much as possible of the large quantities of books, maga- 
zines, et cetera, which have not been delivered during the past 16 
months. He informs me most of the material has been destroyed in- 
cluding registered matter. When I expressed astonishment he im- 
plied it was due to a mistake on the part of a minor official. I then 
said I hoped that any claim for lost registered articles would be 
promptly paid, to which he agreed at once. oo 

ENGERT 

891.711/53 : Telegram | 

The Chargé in Iran (Engert) to the Secretary of State 

TEHERAN, August 24, 1937—9 a. m. 
[Received 9:.45 a. m.] 

69. Legation’s telegram No. 47, July 14,10 a.m. I am glad to be 
able to report that as a result of further informal representations the 
local post office is now digging up old mail matter which was at first 
believed to have been destroyed. ‘The Legation and American na- 
tionals have recently been receiving periodicals dated March, April, 
etc., 1936, and I am hopeful that more will be forthcoming. 

Please inform Post Office Department but not for publication, 
_ ENGErRT 

GRANT OF AN OIL CONCESSION BY THE IRANIAN GOVERNMENT TO 
THE AMIRANIAN OIL COMPANY ” . 

891.6363 Amiranian/1: Telegram - 

The Chargé in Iran (Merriam) to the Secretary of State 

TEHERAN, December 16, 1936—noon. 
[ Received 3:36 p. m.] 

_ 62, Charles C. Hart expects to sign an oil concession with the 
Iranian Government on December 20th on behalf of the Amiranian 

 * Treaty signed at Teheran, July 8, 1937, by Afghanistan, Iran, Iraq, and Tur- 
key ; for text see League of Nations Treaty Series, vol. cxc, p. 21. 

*” For previous correspondence regarding an oil concession in Iran, see Foreign 
Relations, 1924, vol. 11, pp. 539 ff.
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Oil Company of New York. He describes this as an independent 
concern backed by the same group which is interested in the Inland 
Exploration Company.” Concession will include Khorasan and one 
other province either Astrabad, Mazanderan or Semnan. He also 
expects to conclude agreement shortly thereafter permitting construc- 
tion of pipe line from Afghanistan through Iranian territory to Chah- 
bar, where a port will be developed. A separate company will be 
formed to construct and operate this line. Present phase of the nego- 
tiations which have proceeded smoothly thus far was begun De- 
cember 2d. 

Merriam 

891.6363 Amiranian/3: Telegram | 

The Acting Secretary of State to the Chargé in Iran (Merriam) 

WasHineron, December 23, 1936—6 p. m. 

50. Your 62, December 16, noon. Hart telegraphed on December 
20 that he was ready to sign but that Iranian law required him and 
Clapp to produce power of attorney. Hart added that Iranian Gov- 
ernment, however, asked only that Legation state he and Clapp were 
authorized to sign. . 

In this connection Lovejoy, President of Seaboard Oil Company, 
has advised Department that Seaboard Oil Company, Case, Pomeroy 
and Company, and Ogden Mills are prepared to form Amiranian Oil 
Company and Amiranian Pipeline Company upon advice from Hart 
to do so. In that case Lovejoy states boards of new corporations’ 
would by proper resolutions authorize Hart and Clapp to sign con- 
cession agreements for them. Lovejoy adds that such resolutions 
will be forwarded to the Department as soon as companies have been 
formed. 

In case Iranian authorities make inquiry on this matter you may, 
provided you perceive no objection, furnish informally the informa- 
tion contained in foregoing paragraph. You will of course avoid 
taking any part in the negotiations in which Hart is engaged. 

Moors 

891.6363 Amiranian/5 : Telegram 

The Chargé in Iran (Merriam) to the Secretary of State 

TEHERAN, January 4, 1987—9 a. m. 
[Received 1:05 p. m.] 

1. My 62, December 16, noon, and the Department’s 50, December 
23, noon [6 p. m.]. Yesterday Hart and Clapp and the Iranian 

* Which had been granted a concession in Afghanistan ; see pp. 597 ft.
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Government signed two concession agreements, one relating to oil 
exploration and development, the other to construction and operation 
of pipe line. Will telegraph brief summary later. ; 

It proved unnecessary to act on paragraph 8 of No. 50. Crain ” 
was present in a purely notarial capacity. 

Merriam 

891.6363 Amiranian/7 : Telegram ssts—~S 

The Chargé in Iran (Merriam) to the Secretary of State 

TrHeERAN, January 11, 1937—noon. 
| [Received 3:80 p. m.] 

2. My No. 1, January 4,9 a.m. Hart states that owing to mis- 
understanding of the Shah’s wishes on the part of his Ministers 
the oil exploration and development agreement has had to be modified 
with the effect of reducing the area and creating neutral zone with 
respect to operations of the Anglo-Iranian Oil Company. These 
alterations have now received the assent of both parties. As modified 
the 60-year concession covering 200,000 square miles includes Gorgan, 
most of Khorasan, northeast Kerman, all of Sistan and northern 
Mokran. Territory later will be reduced by approximately one-half 
through the elimination of all unproductive areas. 

Hart expects the foregoing and the pipe-line agreements to be 
transmitted shortly to the Majlis for ratification. 

Merriam 

891.6363 Amiranian/8 : Telegram 

Lhe Chargé in Iran (Merriam) to the Secretary of State 

TEHERAN, January 18, 1937—9 a. m. 
[Received January 18—7: 48 a. m.] 

3. My No.2, January 11, noon. The two concessions were presented 
to the Mejlis yesterday. Ratification procedure is expected to occupy 
about 2 weeks. The texts are being published in the local press. 

Merriam 

891.6363 Amiranian/20 

Lhe Chargé in Iran (Merriam) to the Secretary of State 

No. 981 Trewern, January 28, 1937. 
[Received April 2.] 

Sir: I have the honor to transmit herewith five copies of a map * 
published in the Journal de Teheran on January 24, 1937, defining 

* Harl T. Crain, Third Secretary of Legation. 
* Not reproduced.
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the limits of the concession of the Amiranian Oil Company. As the 
Department is aware from the wording of the Protocol to the agree- 
ment submitted under cover of despatch No. 967 of January 13, 1937, 
the limits of the concession are: the Caspian Sea, the frontiers of 
Soviet Russia, Afghanistan and British Baluchistan, and a line pass- 
ing through Bandar-i-Shah, Kurd-Mahalleh, Damghan, Reshm, 
Jandak, Ourdib, Hovze-Miantak, Baabad, Kashit, Fehraj, Irafshan, 
to the frontier. 

Respectfully yours, Gorvon P. Merriam 

891.6363 Amiranian/12 : Telegram 

The Chargé in Iran (Merriam) to the Secretary of State 

Trueran, March 6, 1937—noon. 
[Received 12:10 p. m.] 

8. Hart states that the Prime Minister has just informed him that 
the Shah has signed oil and pipe line concessions although public 
announcement may not be made for several days. Agreements were 
finally ratified by the Majlis February 4 and 8 respectively. Signa- 
ture by His Majesty hung in the balance owing to article in ime 
which was cabled anonymously to the Palace from the United States. 
Fortunately the article might have been worse, consequently Hart 
was able to furnish an interpretation which although specious appar- 
ently proved adequate. 

MeERRIAM 

891.6363 Amiranian/13 : Telegram 

The Chargé in Iran (Merriam) to the Secretary of State 

TreHErAN, March 10, 1937—9 a. m. 
[Received 10:05 a. m.] 

9. My No. 8, March 6, noon. Persian press of last night and this 
morning carried in substance the following: 

Law granting oil concession to Amiranian Oil Company which was 
recently signed by the Shah has been communicated by the Cabinet 
of the Prime Ministry to the Minister of Finance for execution. 

No such announcement has yet appeared respecting pipe line 
concession. 

MERRIAM 

“Not printed.
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891.6863 Amiranian/34 

The Chargé in Iran (Merriam) to the Secretary of State 

No. 1018 Treneran, March 18, 1937. 
, [Received May 13.] 

Sir: I have the honor to enclose herewith a memorandum of a con- 
versation with M. Kartachov, the Counselor of the Soviet Russian 
Embassy on March 14, 19387. As a consequence thereof, he and Mr. 
Charles C. Hart met at the Legation on March 17. The latter fur- 
nished information and explanations concerning the concessions which 
he thought would be of interest to the Russian Embassy and M. 
Kartachov was afforded an opportunity to ask questions. I acted 
solely as interpreter. 

From his questions, it was evident that the Russians are greatly 
interested in discovering what if any non-American participation in 

the companies exist at present or may possibly exist in the future. 
_ Mr. Hart explained that there was no present non-American par- 
ticipation of any kind. Neither he nor any other person connected 
with his companies had had any contact with the Anglo-Iranian Oil 
Company, nor with the Germans. In fact, Mr. Hart had avoided 
calling on any of the foreign Legations at Teheran. Only two 
Ministers were left at Teheran whom he had previously known: 

‘the Polish and the Dutch, and he had not even called on them. At 
the present time all of the stock of the companies was held by a group 
of from ten to fifteen persons, all of them Americans who were well- 
known. Mr. Hart wrote down for M. Kartachov the names of the 
American groups who are interested. 

He continued by saying that the stock would continue to be so held 
for two or three years, after which it would be offered to the general 
public and listed on the New York Stock Exchange. It was true that 
foreigners would be able to purchase shares on the Exchange. That 
could not be prevented, for it was necessary to place the shares on 
the open market in order to give them a value. However, only a 
small minority of shares would be available there for sale. The 
Afghans had wished a notation to be placed on the reverse of each 
certificate to the effect that if it was found in the possession of any 
person not an Afghan or an American it would be confiscated. Mr. 
Hart, however, had pointed out to the Afghans that it would be 
impossible to enforce such a provision in any country other than the 
United States or Afghanistan and that the rules of the Exchange 
would prevent the shares from being listed if they carried such a 
provision. As a consequence, the Afghan Government did not insist 
onthe point. He added that, of course, the name of every stockholder 
was listed in the books of the companies and that the books were
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always open to the inspection of the Iranian and Afghan Govern- 
ments, as the case might be. It was provided in the concessions that a 
majority of the shares must be held by either Americans or Irani- 

ans/Afghans, consequently if this provision should not be met the 
concession could be cancelled. 

Mr. Hart described the German attitude towards the concessions 
and German propaganda in Teheran against them at some length. 

He said that an Iranian official, whom he did not name, had told 
him that at an official function a short time ago one member of the 

German Legation’ had approached him and said that the British 
participated in the Iranian concession to the extent of 50 per cent. 
A little later on the same occasion another German had said to him 
that the Russians participated to the extent of 60 per cent. That made 
110 per cent. and Mr. Hart felt that the Germans would do well 
to coordinate their propaganda a little better. 

He added that when the Afghan concession was in its final stages 
in Berlin, a certain counselor to the Afghans, an Afghan subject.who 
had been educated in Germany, had done everything possible to pre- 
vent it from being signed. This man was shown marked consideration 
by the Germans, was wined and dined by the Foreign Minister, given 
cpera-tickets, and so on, but made the mistake of being thoroughly 
ostentatious about his connection with German officials. In the end, 
after these tactics had delayed signature for two weeks, the Afghan 
Prime Minister took cognizance of the situation, dismissed the coun- 
selor, and the agreement was signed. 

Mr. Hart thought that the disappointment of the Germans was 
due in. part. to the fact that they believed Dr. Schacht had made 
arrangements when he visited Teheran in recent months for the 
Germans to develop Iranian petroleum resources. Dr. Schacht had 
evidently made it possible for the German Legation to believe that 
definite commitments in this sense had been given by the Iranian 
Minister of Finance. Mr. Hart considered, however, that M. Davar 
had done nothing of the kind, but that he had merely been hospitable 
and made polite remarks which were misinterpreted by Dr. Schacht. 

Mr. Hart went on to say that there was no reason to believe that 
the Germans were in a position to. participate even if they wanted to, 
for they lacked the capital and their laws prevented them from export- 
ing what they had. The American company would spend 
$200,000,000 before they began to get any return. Capital of this 
magnitude could be found only in the United States and in England. 

M. Kartachov asked when operations would commence and from 
where the engineers would come. Mr. Hart replied that they would 
begin to arrive in from six weeks to two months and that they would 
all come from New York.
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M. Kartachov asked whether it had not been necessary to reach 
some kind of an arrangement with the Anglo-Iranian Oil Company 
whereby the petroleum would be permitted to come out by the 
Persian Gulf. Mr. Hart replied that no such arrangement had been 
made and none was necessary. The Iranian Government took the 
position that it was entirely free to grant the company an outlet, and 
the Shah would in fact have been incensed had the company shown 
any doubt about it by discussing any arrangement of the sort with 
the Anglo-Iranian. Mr, Hart added that in point of fact the petro- 
Jeum would not be brought out through the Persian Gulf but through 

the port of Shahbar [Chahbar], on the Indian Ocean. 
Respectfully yours, Gorpon P, Merriam 

[Enclosure] 

Memorandum by the Chargé in Iran (Merriam) 

Having heard reports to the effect that the Soviet Russian Govern- 
ment was seriously concerned over the granting of a petroleum and 
pipe-line concession to American companies, the Chargé d’Affaires 
availed himself of an opportunity offered on March 14, 1937, after 
a luncheon at the Danish Legation, to ask the Counselor of the Rus- 
sian Embassy point-blank how the concessions were regarded in 
Russia. 

M. Kartachov immediately became serious and replied that there 
were two ways of looking at the concessions. First, part of the con- 
cession area, Gorgan, was located in the old Russian sphere of in- 
fluence. It was true that the Russians had voluntarily given up this 
sphere, but upon condition that if Iran ever granted rights there, it 
would do so only after consulting the Russian Government. It was 
true that the Iranians had not accepted this condition, but Russia 
was nevertheless interested in what happened in that area. 

Second, Russian relations with Iran were good; Russian relations 
with the United States were also good. Iran was a weak country 
and Russia desired to see it become strong. To become strong it was 
undoubtedly necessary that Iran should have to resort to foreign 
capital and, this being the case, Russia would prefer that this capital 
be American. But Russia would be absolutely opposed to partici- 
pation therein of capital from any other foreign country. He said 
he would like to put a question to the Chargé d’Affaires in his turn, | 
and then asked whether there was foreign participation in the 
company. 

The Chargé d’Affaires replied that he desired first of all to make 
it absolutely clear that the companies concerned were private and
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that the United States Government was not interested in them and 
had no connection with them. It had been at considerable pains to 
make this clear to the Iranian Government. What he could say on 
the subject was, therefore, simply what he knew from his contacts 
with Mr. Hart. So far as the Chargé d’Affaires knew the companies 
were purely American and there was no foreign participation. 

M. Kartachov asked whether there was not British participation. 
The Chargé said that there was not, so far as he knew. He added 
that he thought the previous history of the negotiations of various 
American groups for oil concessions in Iran had demonstrated that 
no American company could hope to obtain a concession if it was 

_ connected with British interests in any way. It seemed evident that 
the Iranian Government felt the British had enough, and would have 
nothing to do with a company which was associated with them. 

M. Kartachov asked whether there was German participation. The 
Chargé replied that there was none that he knew of. He thought, 
in fact, that the Germans had been quite surprised by the granting 
of the concessions. 

The Chargé added that what he was saying was derived from his 
contacts with Mr. Hart and that, since the companies were private 
concerns, he could give no official assurances in their regard. If M. 
Kartachov desired to have authoritative information, he would do 
well to secure it directly from Mr. Hart, who was the representative 
in Iran of the companies. 

M. Kartachov said that he would be greatly pleased if the Chargé 
would make it possible for him to meet Mr. Hart. 

The Chargé replied that he would be glad to ask Mr. Hart to meet 
him. He was then in Baghdad, but the Chargé would get in touch 
with him upon his return. A meeting was later arranged at the Amer- 
ican Legation on March 17, and at M. Kartachov’s request the Chargé 
was present as interpreter. | 

891.6363 Amiranian/18 : Telegram 

Lhe Chargé in Iran (Merriam) to the Secretary of State 

Trueran, March 26, 1987—10 a.m. 
[Received 2 p.m.] 

14. My No. 9, March 10, 9 a.m. Law granting pipe line concession. 
has also been communicated by the Shah for execution. It was pro- 
mulgated in the Official Journal of the Ministry of Justice of March: 
10. Law according oil concession was similarly promulgated on: 
March 9. Contracts thus appear to be in full legal effect. 

Russian Government is maintaining before the Foreign Office the:
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validity of the Koshtaria concession * as a matter of principle and is 
also worried over the possibility of British capital participation now 
or in the future. Hart has endeavored to satisfy the Russians as to 
the latter and I gather that the Foreign Office is sticking to its guns 
on both points. 

. Merrram 

891.6363 Amiranian/36 | 

The Chargé in Iran (Merriam) to the Secretary of State 

No. 1025 Treneran, March 27, 1937. 
[Received May 13.] 

Sir: I have the honor to refer to the Legation’s despatch No. 1018 
of March 18, 1937, relating to certain anxieties apparently felt by the 
Russian Government with respect to the Hart concessions. 

In this connection it is of interest to relate that Mr. A. Massoud- 

Ansari, Chief of the Third Political Division of the Foreign Office, 
called at the Legation on March 24, 1937, on another matter. When 
this had been concluded, he referred to the question of the publica- 
tion in Foreign Relations, 1922, of material relating to the northern 
oil concessions, and said that the written reply of the Foreign Office 
to the request of the Legation, as to whether or not there was objection 
to the reprinting of this matter, would withhold consent but would 
not state the reason. That reason was, he continued, that the ques- 
tion of the Khoshtaria concession was still open. This question is of 
course one of the subjects dealt with in the material in question. 

Now, M. Massoud-Ansari is ordinarily close-mouthed. He had 
already vouchsafed this information over the telephone, consequently 
his voluntary repetition of it seemed to indicate that this matter 
weighed somewhat heavily on his mind. | 

I said, therefore, that I assumed the Khoshtaria question had no 
effect whatsoever, from the point of view of the Iranian Government, 
upon the validity of the petroleum concession that had just been 
granted to an American company. oo 

He replied that it had none, but added that “certain interested 
Governments” had activated the question as a matter of principle, 
and that it was therefore still open. 

*¥For text of Khoshtaria concession, March 9, 1916, see Foreign Relations, 
1920, vol. 111, p. 851. 

** With despatch No. 1030, April 3, 1937, the Chargé in Iran enclosed a trans- 
lation of a note of March 31 from the Iranian Ministry for Foreign Affairs ask- 
ing that the documents referred to should not be printed in Foreign Relations 
{026 Foreign Relations/1168). In deference to the wishes of the Iranian 
Government the documents were omitted from Foreign Relations, 1922. A 
number of the 1922 documents on oil concessions in Persia are, however, printed 
in Senate Document No. 97, 68th Cong., Ist sess., “Oil Concessions in Foreign



| IRAN an 143. 

Knowing that the meeting at the Legation on March 17, reported 
in despatch No. 1018 of March 18, 1937, between Mr. Kartachov, the 
Counselor of the Russian Embassy, and Mr. Hart would be made 
known to the Iranian Government in one way or another, I told M. 
Massoud-Ansari quite frankly that, having heard rumors to the 
effect that the Russians were opposed to the concessions, I had taken 
advantage of an opportunity offered at a recent luncheon to ask a 
member of the Russian Embassy directly how the Russians felt 
about them. As his reply indicated that the Russians were particu- 
larly worried over the possibility of British participation in the 
companies, I had, at the request of this Russian, arranged a meeting 
between him and Mr. Hart at the Legation-to afford an opportunity 
to Mr. Hart to furnish clarifications. 

M. Massoud-Ansari asked what Mr. Hart had said as to the pos- 
sibility of non-American participation, whereupon I repeated the 
substance of Mr. Hart’s explanation of the point as given in the 
memorandum submitted with despatch No. 1018. 

M. Massoud-Ansari commented’ somewhat dolefully that this was 
substantially what the Foreign Office had been saying to “interested 
Governments.” 

Piecing things together, the situation would appear to be somewhat 
as follows: | | 

The Russians are worried over the possibility of non-American, 
and particularly British, participation, if not now then at some time 
in the future. The fact that stock will be offered for sale on the 
open market would of course make it possible for British interests 
to acquire shares, the number of which cannot be definitely stated 
at present, even though assurance has been given by Mr. Hart that 
the quantity would be unimportant. A share of stock is of course 
an evidence of ownership, of partnership, which in an ordinary 
corporation carries with it (theoretically, at least) a proportional 
though indirect voice in the management. This is not the legal case 
for the Amiranian Oil Company as respects shares owned by neither. 
Americans nor Iranians, for the board of directors consists of Ameri- 

cans and Iranians and none other. The Russians might well argue 
on grounds of economic determinism, however, that those who own 
the shares, be they of whatever nationality, will control the directors. 

The Russians may, therefore, be maintaining the validity of the 
Khoshtaria concession as a matter of principle to be utilized in case, 
now or later, it is learned that the British or the Germans are partici- 
pating in the company. 

In any case, the suspicion and dislike with which the Russians are 
regarded by the Shah are not likely to be lessened by their present 
attitude.
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On the other hand, the Russian Ambassador should feel better 
disposed personally toward the whole question (whether he does or not, 
I do not know) because he has been placed in direct contact with the 
representative of the American company concerned, and can thus 
report to his Government with a direct knowledge of facts and factors 
which he did not previously possess. If it be true that the signing 
of the concessions caught him unawares and he has been blamed 
for it, he has been given a boost which he badly needed. 

It would appear that the Iranian Government is supporting the 
concessions to the full and that it will continue to do so. 

Respectfully yours, Gorpon P. Merriam 

891.6363 Amiranian/30 

Memorandum by Mr. Raymond A. Hare of the Division of Near 
Eastern Affairs 

[Wasutneton,| April 5, 1937. 

The following is a summary of the essential provisions of the agree- 
ment signed on January 3, 1937, between the Amiranian Oil Company 
and the Iranian Government. The agreement was ratified by the 
Majliss on February 4, 1937, and promulgated by the Shah on March 9. 

1. Heploration: Exploratory study must be begun within six 

months following promulgation (1. e. by September 9 of this year) and 
must be completed within three years (i. e. by March 9, 1940). 

2. Area: At the termination of the three-year exploration period the 
Company shall choose two provinces within the concessionary area 
for further exploration and final choice of an area not to exceed 
100,000 square miles. 

(This area is the same size as that which the A. I. O. C.”" will have 
after December 31, 1938. The Amiranian agreement as originally 
signed provided for an area of about 200,000 square miles but this was 
reduced by the Shah first to 170,000 and then to 100,000 square miles 
and Hart consented to the change.) 

8. Drilling: Within eighteen months after ratification (i. e. by 
September 9, 1938) one drilling outfit shall be put into operation. 
Within five years after ratification (i. e. by March 9, 1942) at least 
three drilling outfits shall be in operation and this number shall be 
increased to six if oil is struck in commercial quantities. Further- 
more, in the latter event, development shall be stimulated with a view 
to reaching an annual production of at least 6,000,000 tons. 

(The A. I. O. C. did not reach this production figure until 1930. 
Production during the first eleven months of 1936 amounted to 

7,489,000 tons as compared to 6,771,000 during the same period in 
1935.) 

7 Anglo-Iranian Oil Company.
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4. Payments to Iranian Government: The Company will pay the 
Iranian Government a royalty of four shillings per ton on petroleum: 
sold in Iran or exported. In addition the Company agrees to pay the 
Iranian Government a sum equal to 20% of the distribution to common: 
stock shares of the Amiranian Oil Company in excess of distributions. 
equal to 5% of the invested capital, which latter sum shall not exceed. 

£300,000. 
The total amount which the Iranian Government will receive under 

the above two headings shall not be less than £300,000 during the second 
five-year period following ratification; £500,000 during the third 
five-year period; and £600,000 for the remainder of the term of the 
concession. 

(The rates of payment specified above are the same as in the case 
of the Afghan * and the A. I. O. C. concessions.” In the former, how- 
ever, the eventual minimum payment is £450,000 and in the latter 

£750,000.) 
At the expiration of the concession or in the event of its renuncia- 

tion by the Company the latter shall pay to the Government 20% of 
the total reserves of the Company and 20% of the balance reported. 
by the Company at the time. 

(A similar provision is included in the Afghan and A. I. O. C. con- 
cessions. ) 

During the first twenty-five years of the concession the Company,. 
in exchange for tax exemption, shall pay the Iranian Government. 
nine pence per ton on oil produced up to 6,000,000 tons and six pence 
per ton thereafter. After twenty-five years a new rate shall be estab- 
lished by agreement between the contracting parties. Such payments. 
shall not be less than £50,000 annually during the second five-year: 
period after ratification and £75,000 thereafter. | 

(Similar stipulations are contained in the Afghan and A.I.0.C. 
concessions, except that the former makes no specification of a mini- 
mum payment whereas the latter provides for a minimum of £250,000. 
for the first fifteen years and £300,000 for the second fifteen years, 
during which also a higher rate of one shilling per ton is specified, as 
is also the case in the Afghan concession. ) 

6. [s¢¢] Provision is made for facilitating the acquisition of prop- 
erty needed by the Company. 

7. Goods for the staff may be imported without special license upon: 
payment of the usual customs duties and taxes. Medical equipment. 
and materials for the use of the Company may be imported free of 
duty. No export duty or taxes shall be levied. 

(Same as A.I.0O.C. and Afghan concessions.) 

* For summary of important provisions of concession, see p. 599. 
* For text, see League of Nations. Oficial Journal, December 1933, p. 1653. 

982609—54——48
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8. The Company is not obliged to exchange any part of its. funds 
into Iranian money and its personnel may export freely moneys re- 
ceived as salary. | 

(Essentially the same as A.I.0.C. and Afghan concessions.) 
9. The Government has the right to inspect the technical activity 

of the Company and to appoint experts for the purpose. 
(Same provision in A.I.O.C. concession. The Afghan is also the 

same except that it specifies “foreign” specialists. ) 
10. ‘The Government may appoint a “Delegate” who will represent 

it at the Company’s headquarters; his salary to be paid by the 
Company. 

(Same provision in A.I.O.C. and Afghan concessions. ) 7 
11. Iranian nationals will be used exclusively for unskilled labor 

and as far as possible for skilled work. 

(Same stipulation in A.I.0.C. concession. The Afghan contains 
the additional specification that foreign employees must be 
American.) 

Following the beginning of exportation the Company shall furnish 
£10,000 annually for the training of Iranian students for the petro- 
leum industry in the United States. 

(Same stipulation in A. I.-O. C. and Afghan concessions.) 
12. Sale of gasoline, kerosene and fuel oil in the country shall be 

at a basic rate fixed by the f. o. b. price of Rumanian or Gulf oil minus 
25% for sales to the Government and 10% to other consumers. 

(Same as A.I.0.C. and Afghan.) 
18. The concession is for a period of sixty years. It may not be 

abrogated or changed by the Government except in the case that the 
Company does not live up to its commitments during the exploration 
period. It may, however, be abrogated by the Company upon giving 
six months notice during the first seven years and two years notice 
thereafter. Annulment may also be accomplished by a decision of the 
Arbitration Tribunal under certain specified conditions. At the con- 
clusion of the agreement all property of the Company resorts to the 
Government. 

(The A. I. O. C. concession was also for sixty years, the Afghan for 
seventy-five. Provisions for renunciation are similar in all three 
concessions, except that in the cases of the Amiranian and Afghan 
concessions a preliminary period is specified during which movable 
property may be removed by the Company in the event of renuncia- 
tion.) 

14. Differences shall be settled by an Arbitration Tribunal. 
(Same in A. I. O, C. and Afghan concessions.)
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15. Not later than sixty days after ratification (i. e. by May 9, 1937) 
the Company shall select an office in Teheran and designate its 
representative. 

(Not stipulated in the Afghan concession. Clearly indicates desire 
of Iranians to get the affair under way as soon as possible.) 

16. Any transfer of the concession shall be subject to the consent 
of the Iranian Government and the majority of the shares of the 
Company shall never fall into the hands of non-Americans or non- 
Iranians. - 

(Same as A. I. O. C. and Afghan concessions with regard to 
transfer. A. I. O. C. makes no specification with regard to majority 
ownership of stock; Afghan does.) 

a) An exchange of letters (confidential) of the same date as the 
signature of the concession provides: 

1. That payments provided in the Iranian concession are not and 
shall not be less favorable than those in the Afghan. 

2. That the route of principal pipe lines will not leave Iranian 
territory. 

8. That petroleum exported will always use the facilities of the 
Amiranian Pipe Line Company. 

6) Another exchange of letters of the same date interprets certain 
aspects of force majeure. 

c) A letter from the Minister of Finance of the same date, referring 
to the Afghan concession and stating that the propositions of the 
Amiranian Company with regard to minimum payments are unaccept- 
able but that if amounts proposed by the Iranian Government are 
guaranteed liberal terms will be given for the pipe line concession. 
Thus far, however, we have no information as to whether this con- 
tention of the Iranian Government was maintained. 

891.6363 Amiranian/26 

The Chief of the Division of Near Eastern Affairs (Murray) to 
Mr. Cornelius Van H. Engert 

: Wasurneton, April 15, 1937. 

Dear Mr. Enorrr: I presume you will have arrived in Teheran by 
the time this letter reaches you. In the light of your experience in the 
Near East it may not be surprising to you to be confronted, so soon 
after your arrival, with questions with which you were so actively 
occupied in Teheran upon your previous assignments there. 

I refer to the Khoshtaria oil concessions on which subject I am 
enclosing for your confidential information a memorandum ® which 

* Formerly Minister Resident in Ethiopia, en route to Teheran to assume new 
assignment as Counselor of Legation in Iran. 

* Not printed.
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has been prepared recently in the Division incident to the granting of 
the Amiranian oil concession. 

It would be appreciated if, at your early convenience and without. 
encroaching upon the current work of the Legation, you would let 
me have your general and particular observations on this memoran- 
dum. Among the questions concerning which the Division desires, 
in particular, to be informed are the following: 

1. To what extent, if any, does the Amiranian oil concession tres- 
pass upon the Khoshtaria concessions? Qn the basis of the informa- 
tion available to us the only conflict would appear to be in the extreme 
northwestern portion of the area included in the former which appears 
to be inclusive of the eastern part of the province of Astrabad. This 
province, you will recall, was included in the area granted Khoshtaria 
by the Iranian Government on March 9, 1916. 

9. If the Amiranian concession does conflict in part with the 
Khoshtaria concessions has any protest been made by the British 
Legation or the Anglo-Iranian Oil Company on the grounds of its 
infringement of proprietary rights of the North Persia Oils, Limited? 

3. 1f no protest has been made is the absence of such a protest to be 
interpreted as an abandonment by the Anglo-Iranian Oil Company 
of the claim of validity previously maintained on behalf of the 
Khoshtaria concessions acquired by the North Persia Oils, Limited? 

4, Have any representations been made to the Iranian Government 
by the Soviet Embassy incident to the granting of the Amiranian oil 
concession and, if so, on what basis? 

It may perhaps be well for me to enter into a brief explanation of 
the two last-mentioned questions in order to afford you some guid- 
ance in your replies to them. 

You will observe that the statement is made in the concluding para- 
graph of the enclosed memorandum that as late as July, 1934, the 
validity of the Khoshtaria concessions was being maintained by the 
British interests concerned. It seems reasonable to suppose that the 
statement, which I understand to have been made in answer to an 
inquiry in casual conversation, represents a more or less perfunctory 
expression of opinion advanced in order to keep the record clear. 

I do not consider that it need be interpreted as implying that the 
Anglo-Iranian Oil Company would at this date, in the light of all 
that has occurred in its relations with the Iranian Government in 
these last years, be disposed to contest actively the granting of any 
concession for the northern provinces on the ground that such con- 
cession was in violation of existing rights acquired from Khoshtaria 
by the North Persia Oils, Limited. 

Concerning Question 4 reference is made to the Legation’s telegram 
of March 26, 1937,3? that the “Russian Government is maintaining 

* See telegram No. 14, March 26, 10 a. m., from the Chargé in Iran, p. 741.
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before the Foreign Office the validity of the Khoshtaria concession 
asa matter of principle”. Jam wondering whether this is an accurate 
expression of the view of the Soviet Embassy. In this connection you 
will note the observation of the enclosed memorandum ® on page 21 
that if the Khoshtaria rights were originally valid “they had been 
transferred prior to the signature of the Soviet-Persian Treaty * 
to a British company and could not, therefore, be said to have been 
affected by that Treaty unless the Soviet Government might maintain 
that the Khoshtaria concessions had reverted to the Persian Govern- 
ment by the declaration, previously quoted, of Bravine of June 19, 
1918, to the Persian Government or that the notice of the Persian 

Minister of Public Works of July 24, 1918,3* had made invalid any 
transfer of the Khoshtaria concessions to the British company”. 
It seems to me that if the Soviet Embassy has made any recent observa- 
tions to the Iranian Government on the subject of oil concessions in 
the northern provinces they have probably had to do with such consid- 
erations as those mentioned, taken in conjunction with the provisions 
of Articles 12 and 13 of the Soviet-Persian Treaty of February 26, 
1921. 

In any case I would appreciate any further enlightenment you may 
be able to offer on this subject as well as on the specific questions I have 
raised, including any other observations on the memorandum which 
may appear to you to be pertinent. 

It is, of course, entirely possible that you may consider it inadvisable 
to pursue at this time inquiries of the nature of those outlined which, 

however discreetly made, might be misinterpreted. I fully recognize 
the possible obstacles in the way of obtaining much, if not all, of the 
specific information requested. Accordingly, if in your judgment it 
appears wiser to defer a complete reply until the necessary investiga- 
tions can be made without any possible misconstruction of the motives 
actuating your inquiries I shall fully appreciate the reasons contrib- 
uting to the delay. In such a case a preliminary reply might be made 

*= Not printed. 
* Signed February 26, 1921; for text, see League of Nations Treaty Series, 

vol. IX, p. 383. 
* A published statement to the Persian Foreign Office by the Soviet Diplomatic 

Agent in Teheran (Bravine) stated, in translation: “The Ministry is hereafter at 
liberty to consider all former concessions which the late Russian régime obtained 
for itself in Persia, including mineral, fishing, and transportation concessions 
(secured through the use of the bayonet or powerful men of Persia) as no longer 
under the protection of the Russian Republic.” 

“This notice declared all concessions void which had been obtained from the 
Persian Government “in the absence of the Majlis or by duress and force” and 
also that owners of concessions had no right to establish corporations or to 
transfer their concessions to foreigners or Persian subjects without permission 
of the Persian Government. See also decree of July 27, 1918, Foreign Relations, 
1921, vol. 11, p. 646, and despatch No. 758, November 16, 1921, from the Chargé 
in Persia, ibid., p. 647.
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on the basis of the accumulated knowledge of the Legation, while 
leaving for subsequent discussion the information to be gained from 
such discreet casual conversations as may be found possible in the 
future. , | 

Sincerely yours, Watxiace Murray 

891.6363 Amiranian/31 

Memorandum by Mr. Raymond A. Hare of the Division of 
Near Eastern Affairs : 

[Wasuineton,| April 19, 1937. 

Mr. B. H. Faulkner, Secretary-Treasurer of the Amiranian Oil 
Company and the Iranian Pipe-Line Company, called on April idth 
to leave the attached synopses *” of agreements between these Com- 
panies and the Iranian Government, The Department had received 
the full texts several weeks previously from the Legation in Teheran. 
No mention was made of this, however, in thanking Mr. Faulkner for 

his courtesy. 
It has been noted that the synopses give March 5th as the date of 

promulgation of both Agreements, whereas the Legation gave March 
9th as the date of promulgation of the Amiranian Oil Company con- 
cession and March 10th of the Iranian Pipe-Line concession. 
Presumably the information furnished by the Legation is correct. 

In commenting on the negotiation of the Amiranian concession, Mr. 
Faulkner remarked that the Russians had for a time evidently failed 
to appreciate the significance of what was transpiring and that, when 
they finally did so, by intercepting radio messages sent in commercial 
code, they had sought to bring pressure upon the Iranian Government 
to prevent conclusion of the Agreement. Apparently, however, this 
Russian intervention had had exactly the opposite effect intended 
inasmuch as the Shah, on hearing of it, was said to have been so furious 
that he gave orders to conclude the matter immediately. Mr. Faulk- 
ner observed that what had thus had the aspect of a serious complica- 
tion actually proved to be a boon inasmuch as up until that time the 
issue of negotiations was somewhat in doubt. | 
When questioned as to whether the objection of the Russians was 

based on legal grounds or on some political consideration, Mr. 
Faulkner stated that he was not aware of the specific nature of the 
Russian argument but merely understood that they had asserted 
some alleged pre-emptive right. 

Quite the opposite of the Russians, Mr. Faulkner said that the 
British were very pleased with the granting of the concession as was 

evidenced by the very assuring statements of Sir John Cadman ® in 

7 Not printed. 
* Chairman of the Anglo-Iranian Oil Company.
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the course of his recent visit to this country. In this connection, 
Sir John had evidently stressed the following two points: 

1. The fact that the new concession is modeled so closely upon the 
A. I. O. C. concession would indicate the Iranian Government has 
adopted a stable policy with regard to oil concessions.. This is re- 
assuring to the A. I. O. C. 

2. With another company now entering on the scene, the A. I. O. C. 
will cease to be the single object of critical attacks and, as a con- 
sequence, it will not be in the position of constantly defending its 
every move. 

By April 27 two exploration units will be ready to commence work 
as provided by the contract. These units will consist of two Com- 
pany engineers and two natives, furnished with six-wheel Chevrolet 
cars. The number of exploring units will be increased to six within 
a year. 

661.00251/4 

The Chargé in the Soviet Union (Henderson) to the Secretary 
: of State 

No. 532 Moscow, September 3, 1937. 
[Received September 21.] 

Sir: I have the honor to report that the following recent informal 
conversations which I have had with officials of the People’s Com- 
missariat for Foreign Affairs relating to the possibility of the 
Amiranian Oil Company, the American firm which recently was 
granted certain oil concessions in Iran and Afghanistan, being per- 
mitted to ship across Soviet territory machinery and supplies des- 
tined for Iran and Afghanistan, I have been informed by those 
officials as follows: 

(1) Since the Soviet Government has no treaty with Afghanistan 
providing for the shipment of transit goods destined for, or emanat- 
ing from, that country across the territory of the Soviet Union, it 
is unable to grant permission to American firms or to any foreign 
firms to send merchandise to Afghanistan across Soviet territory. 

(2) The Soviet Government does have a treaty with Iran providing 
for the shipment across the territory of the Soviet Union of transit 
goods destined for that country. Only certain countries which have 
clauses in their commercial agreements relating to transit traffic have 
the right, however, to send their products across the Soviet Union 
to Iran. Nevertheless, as a gesture of international amity, the Soviet 
Government sometimes permits the products of countries which do 
not have commercial agreements with the Soviet Government possess- 
ing such clauses to be sent in transit across Soviet territory. The 
Soviet Government as a friendly gesture is willing to permit the 
Amiranian Oil Company to ship through the Soviet Union to the 
Iranian frontiers supplies and machinery destined for Iran.
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Since the circumstances which resulted in the above statement are 
somewhat peculiar and are indicative of the interest with which the 
Soviet Government is regarding the operation of the American con- 
cessions in Central Asia, I feel that I should furnish them in some 
‘detail to the Department. 

Shortly after the world press had announced the granting of the 
concessions, the Afghan Ambassador informed me that he had heard 
that the Soviet authorities were displeased that the Afghan and 
Iranian Governments should have made such important agreements 
with a foreign firm without first discussing the matter with the 
Soviet Government. He said that although no Soviet official had 
dared to mention the matter to him in view of the brusque manner 
with which he is accustomed to reply to any Soviet inquiries which 
might imply that the Soviet Union has any special interests in Afghan- 

istan, he had heard that officials of the Commissariat for Foreign 
Affairs had reproached the Iranian Ambassador for the failure of 
the Iranian Government to notify the Soviet Government in advance 
of its intentions to grant the concession. 

Several days later a member of the Iranian Embassy informed me 
that it was quite true that officials of the Commissariat for Foreign 
Affairs had expressed their annoyance that Iran would complete so 
important and far reaching a business transaction without first dis- 

cussing it with the Soviet Union. 
In the spring of the present year, Mr. Stomaniakov, the Assistant 

People’s Commissar for Foreign Affairs, during the course of a con- 
versation on another subject, referred to the concessions. He said that 
the Soviet Government had no objection to an American firm oper- 
ating oil concessions in northern Afghanistan and Iran provided the 
firm was controlled by American capital only and provided its mem- 
bers and employees were American citizens. He pointed out that his 
‘Government did have a certain amount of concern, however, lest Ger- 
man capital, or capital of some other country the interests of which 
in Central Asia were opposed to Soviet interests, might gain control 
over the firm and might subsequently make use of the concession for 

political purposes. 
I told him that I was not fully informed regarding the persons 

who were the financial backers of the Company but that I was confi- 

dent, from such information as happened to be in my possession, that 
the Company was not in any way under the influence of non-American 
capital and that there was no danger that it would in the future fall 
under the control of non-Americans. He told me that he would 
‘appreciate it if I would make informal inquiries in this connection 
and let him know the results thereof.
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Before the pressure of other business of the Mission would permit 
me to make inquiries on behalf of Mr. Stomaniakov to the Depart- 
ment, the Embassy received copies of despatches No. 1018 of March 
18, 1937, and No. 1025 of March 27, 1937, from the American Lega- 
tion at Teheran. I observed from these despatches that the Soviet 
Embassy in Teheran had been informed fully regarding the American 
and non-political character of the concessions. I thereupon told Mr. 
Rosenblum, the Chief of the Economic Division of the People’s Com- 
missariat for Foreign Affairs, who was aware of the substance of 
Mr. Stomaniakov’s remarks to me, that, according to my under- 
standing, the Soviet Embassy in Teheran had already been placed 

- in possession of the information desired by Mr. Stomaniakov and 
asked if, in view of that fact, Mr. Stomaniakov desired me to pursue 
the matter any further. Mr. Rosenblum replied that the information 
received by the Soviet Embassy in Teheran was of so satisfactory a 
nature that there seemed to be no longer any reason for me to make 
inquiries relating to the subject. 
On July 17, 1987, Mr. Linn M. Farish, a representative of the 

Amiranian Oil Company, called at the Embassy for the purpose of 
discussing the possibility and probability of making use of the 
Soviet railways in transporting materials and supplies for the com- 
pany across Soviet territory to Afghanistan and Iran. Mr. Farish 
had already been in the Soviet Union for several days in his capacity 
as a delegate to the International Geological Congress which was 
convening in Moscow. He said that the experiences which he had 
already encountered while in the Soviet Union had tended to confirm 
the feeling which he had before coming to that country, namely, that 
it would be preferable for his Company to endeavor to build up a 
line of communications to the scenes of operation which would render 
it absolutely independent of the Soviet Government. He added that 
he would appreciate it, nevertheless, if the Embassy would endeavor 
to make an appointment for him with some Soviet official who would 
be able to inform him what the Soviet attitude might be in case his 
Company should desire to make use of the Soviet railways in trans- 
porting certain types of material to Iran and Afghanistan. 

During the course of the conversation Mr. Farish said that he 
would appreciate any suggestions that I might be able to give him 
which, in my opinion, might be useful to him or to his Company. 
I replied that I assumed that his Company had already been advised 
regarding the extreme delicacy of the problems which lay before 
it. I said that his Company was probably already aware of the 
fact that the Soviet Government was inclined to view the activities. 
of foreigners in Central Asia adjacent to Soviet territory with suspi- 
cion; that it seemed to me that his Company should use every reason-
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able care to prevent any incident from taking place which would arouse 
the hostility of Soviet officials towards the concessions since undoubt- 
edly the Soviet Government with its numerous ramifications in 
Central Asia would be able, in case it seriously set out to do so, to 
cause the concessionaires considerable difficulty. I added that in 
order to quiet Soviet fears and to lessen the likelihood of the develop- 
ment of political complications of an unpleasent nature, the Company 
might find it advisable to adopt the following policies: 

(1) Select with the greatest care every person to be despatched 
to Iran and Afghanistan regardless of the type of work which he 
was expected to perform; 

(2) Make sure that only American citizens and, preferably, only 
native born American citizens without European ties be selected 5 

(3) Send no person not of a high grade of intelligence or a high 
moral character ; 

(4) Give all employees, before their departure from the United 
States, a careful training in the manner in which they are to con- 
duct themselves. It should be impressed upon them, in particular, 
that they are not to engage in political discussions of any and or to 
show any interest in political matters. 

(5) Give all employees to understand that they would be discharged 
immediately if it should be found that they were making disparaging 
remarks regarding any of the countries bordering on Afghanistan 
or engaging in any other acts reflecting an unfriendly attitude towards 
those countries. 

Mr. Farish stated that his Company already realized the impor- 
tance of its personnel problem and had made it a rule to send to 
Central Asia only American citizens of good character and high 
intelligence. He said that if I should perceive no objection thereto, 
I might in conversation with Soviet officials state that he had told 
me that the Company would immediately discharge any employee 
if it should find that he had been guilty of engaging in political 
activities directed against the Soviet Union or any other neighbor 
of Afghanistan or Iran. 

Several days later I discussed the matter with Mr. Rosenblum of 
the Commissariat for Foreign Affairs. I asked Mr. Rosenblum if it 
would be possible for him to arrange for Mr. Farish to discuss the 
transit problem with the appropriate Soviet officials. During the 
course of the conversation I told Mr. Rosenblum what Mr. Farish had 
said to me regarding the policy which his Company had adopted 
towards political activities on the part of its employees and of the 
measures which his Company would take in case it should find any of 

its employees had engaged in such activities. Mr. Rosenblum replied 
that there was no need for Mr. Farish to discuss the transit question 
with the Soviet authorities since the matter was one to be settled be- 
tween the American and Soviet Governments rather than between
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a representative of a private firm and Soviet railway officials. He 
said that after he had taken the question up with the appropriate 
Soviet officials he would be in a better position to discuss it with me. 

Mr. Rosenblum added that he was very much interested in what I 
had to say regarding the determination of the Company not to 
permit any of its employees to engage in political activities directed 
against countries bordering on Afghanistan and Iran. Frankly, he 
said, the Soviet Government had been somewhat apprehensive lest 
some Power unfriendly to the Soviet Union might endeavor to in- 
troduce agents into the service of the Company. He wondered if 
I would object to writing him a letter stating that I had been assured 
by the Company that it would discharge any employee found guilty 
of engaging in activities unfriendly to the Soviet Union. I replied 
that I could not for a single moment consider writing a letter of that 
kind; that such a letter might be construed as some sort of a promise 
made by the Company through the American Government; that such 
remarks as I had made to him had been made merely for the purpose 

of furnishing him with background with respect to the policies of 
the Company and that I hoped he would not construe them as any 
undertaking on behalf of the Company or of the American Govern- 
ment. I added that the Company was a purely private organization 
not connected in any way with the American Government and that 
the interest which the American Government had in the Company 
was precisely that which it would have in any private American enter- 
prise engaged in doing business abroad. Mr. Rosenblum said that 
he had not suggested a letter with the idea that it was to be in the 
nature of a pledge. He had mentioned it because he felt that it 
would help to quiet the apprehension of the authorities charged with 
promoting Soviet interests in Central Asia. He then asked me if in 
my Opinion the Company would be willing to discharge one of its 
employees in case the Soviet Government would adduce convincing 
evidence to the effect that he was carrying on political activities of 
a nature hostile to the Soviet Union. I replied that I had no author- 
ity to speak for the Company but that it was my personal opinion, 
gained from my conversation with Mr. Farish, that if the Company 
should become satisfied that one of its employees was engaging in 
such activities it would immediately ask him to leave its service. 
Mr. Rosenblum then asked me-if, in case the Soviet Government 
should ascertain that one or more of the Company’s employees were 
engaging in political activities of an anti-Soviet nature and should 
inform the Embassy of its findings, the Embassy would have any 
objection to conveying the information imparted to it to the officials 
of the Company. I replied that I had no instructions whatever from
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my Government to discuss matters of this kind with him and that 
therefore I could give him no reply except one based on my own 
personal opinion. On that basis, I said, I could see no objection to 
the Embassy in Moscow conveying informally to officials of the Com- 
pany such messages as the Soviet Government might desire to send 

to them. 
When I reported a portion of my conversation with Mr. Rosenblum 

to Mr. Farish, the latter informed me that he was sure that his Com- 
pany would appreciate it if the Embassy would convey to its officials 
any information which might come to it from the Soviet authorities 
regarding improper political activities on the part of the Company’s 
employees in Central Asia. 

It was not until the middle of August, subsequent to the departure 
from Moscow of Mr. Farish, that Mr. Rosenblum informed me that 
if I would call at the Commissariat for Foreign Affairs he would give 
me a reply to the questions raised by Mr. Farish. Upon my arrival at 
the Commissariat I found both Mr. Rosenblum and Mr. Weinberg, 
Acting Chief of the Third Western Political Division, awaiting me. 

Mr. Rosenblum opened the conversation by stating that since the 
American Government had no treaty with the Soviet Government 
which contained transit traffic provisions and since it was not even 
entitled to most-favored-nation privileges with respect to transit 
traffic, he felt that he should make it clear that American products 
had no rights whatever insofar as transit traffic through the Soviet 
Union was concerned. The Soviet Government, he continued, during 
the course of the recent commercial agreement negotiations *® had 
offered to grant American products most-favored-nation treatment, 
but for some reason the American Government had rejected the offer. 

I replied that although the American Government did not have 
most-favored-nation right by treaty, I was nevertheless certain that 
the Soviet Government did not desire to embark upon a policy of dis- 
crimination against American products, particularly after the Ameri- 
can Government during the recent commercial treaty negotiations 
had demonstrated most clearly its earnest desire to discriminate in 
no way against Soviet products. Furthermore, I added, it was my 
understanding that the United States had already been classified by 
the Commissariat for Foreign Trade as being among the “commercial 
treaty countries” insofar as transit traffic privileges were concerned. 

Mr. Rosenblum asked me upon what I based my understanding and 
I showed him the article which I had with me on the subject of transit 
of foreign goods through the U.S. S. R., written by Mr. Rabinovich of 

* See Foreign Relations, The Soviet Union, 1933-1989, pp. 405 ff. ;
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the People’s Commissariat for Foreign Trade and published in Foreign 
Trade No. 18, of 1936.* It will be recalled that this article lists the 
United States as being among the countries which enjoy the greatest 
privileges with respect to transit traffic through the Soviet Union. 
Mr. Rosenblum stated that Mr. Rabinovich’s views had been discred- 
ited and that the United States was classified among those countries 
which had normal diplomatic relations with the Soviet Union 
but which had no agreements granting rights with respect to transit 
traffic. He then proceeded to make the formal statement to be found 
in the opening paragraph of this despatch. I thanked him for the 
information which he had given to me and told him that I would 
convey it to my Government which in turn would convey to the 
Amiranian Oil Company such portions of it as might interest that 
Company. 

Several days subsequent to this conversation, the Afghan Ambas- 
sador returned to Moscow after a month’s sojourn abroad. He had 
heard of the visit to Moscow of Mr. Farish and inquired regarding 
the situation with respect to transit traffic. I told him that the Soviet 
authorities seemed unwilling to permit the Company to ship materials 
and supplies through the Soviet Union to Afghanistan. He replied 
that he had expected this answer since the Soviet Union in its endeavor 
to force Afghanistan to enter into a commercial treaty extremely 
disadvantageous to the latter country was permitting no transit 
merchandise to go to or to come out of that country. He said that 
in any event he earnestly hoped that the concessionaries would not 
make any plans based on the use of the Soviet railways. He felt 
that they should endeavor to build up a transportation system which 
would be entirely independent of the Soviet Union, and that it 
would be much wiser to invest in the building of roads and to pay 
for long hauls than to endeavor to economize with respect to time 
or money in arranging routes across the Soviet Union which would 
give the Soviet Government a means for exerting pressure upon the 

| concessionaries whenever it might see fit. 
I am inclined to feel that the advice of the Afghan Ambassador 

is sound. Conversations which I have had during the last three 
years with various members of the Afghan, Iranian, and Chinese 
Missions in Moscow have convinced me that it would be definitely 
unwise for the Amiranian Company to place itself in such a position 
as to make it dependent upon the good-will of the Soviet Union for 
the successful exploitation of its concessions. 

Respectfully yours, Loy W. Henprerson 

* See Embassy’s despatch No. 2073 of November 17, 1936. [Footnote in the 
original; despatch not printed.]
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881.6363 Amiranian/57 

The Chargé in Iran (Engert) to the Chief of the Division of Near 
Eastern Affairs 

[Extracts] 

Treneran, December 24, 1937, 

Dear Watxace: I should not be surprised if by now you felt that 
I had completely forgotten your personal letter of April 15, 1937, 
regarding the oil concessions, which arrived here shortly after I did. 
The contrary is, however, the case for it has been constantly on my 
mind and I have for many months been engaged in gradually as- 
sembling such fragmentary information as I have been able to collect 
without appearing to be unduly interested. 

The following observations are therefore conclusions arrived at 
(almost instinctively !) as a result of a number of conversations with 

the persons mentioned above, as well as with a few others not di- 
rectly interested but who seemed to have some knowledge of what 
took place behind the scenes last spring: 

1. Zhe British. Asa matter of general policy the British Govern- 
ment welcomed the advent of American capital in Iran on a large 

scale. In the first place, because if British interests could not them- 
selves obtain the concessions in question there is no other country 
in the world they would rather see here than the United States. And 
secondly, because—looking, as is their custom, beyond the immediate 
future—they still foresee the possibility of fruitful cooperation (how- 
ever informal) between British and American oil interests in Iran. 
In fact, they seem convinced that unless the Anglo-Iranian and the 
Amiranian companies evolve some kind of a tacit working agreement 
the Iranians will constantly try to play one against the other to the 
detriment of both. And they realize that such a tacit arrangement, 
based upon mutual advantage, good will and confidence, would not 
be possible with the interests of any other nationality. 

Although at the Iranian Ministry of Foreign Affairs they try to 
give one the impression that the Iranian Government (or rather His 
Majesty) very obligingly handed the concessions over to the Ameri- 
cans in the teeth of the most violent opposition and protests from 
Great Britain and Russia, this is a slight exaggeration which must 
be discounted. I feel personally quite certain that the British Gov- 
ernment did not make an official protest. Apart from the fact that 
the British Minister (Horace Seymour) told me so—and I have, of 
course, no reason to doubt his word—the statement appears corrobo- 
rated from other sources.



IRAN 799 

_ On the other hand, I feel equally certain that the Anglo-Iranian 
Oil Company did formulate some kind of representations. Not only 
has the General Manager (L. C. Rice) been most evasive in all his 
replies, but the British Minister himself hinted at something like that 
when he told me once that he did not, of course, know what “the com- 
pany” might have done about it. From other remarks I have been 
led to believe that the company made reservations of a general na- 
ture merely to keep the door open in the event that, at some future 
date, the American interests should withdraw and the British should 
desire to revive the claims of the North Persia Oils, Ltd. To this 
extent it is even possible that the British Minister may, informally 
and orally, have associated himself with the company in informing 
the Iranian Government that British acquiescence in the recent grant- 
ing of an oil concession to an American company must not be construed 
as an abandonment of whatever rights the North Persia Oils, Ltd. may 
have had in the northern provinces. 

Technically, therefore, the position would seem to be that while 
neither the British Government nor the Anglo-Iranian Company 
have the slightest present intention of questioning the validity of the 
American company’s title, they did not wish to go on record as having 
for all time abandoned rights which they once felt had been legally 
acquired by a British concern. 

2. The Russians. As far as I have been able to ascertain from the 
Soviet Ambassador (Tchernikh) and the present Chargé (Kartashov) 
the granting of oil concessions in North Persia is viewed by Moscow 
from a purely political angle. The Soviets evidently still like to 
think of certain parts of Iran and of Afghanistan as coming within 
their sphere of Bolshevist influence and they are reluctant to assume 
the role of disinterested spectators. The Ambassador put the whole 
thing in a nutshell when he said to me “We felt it would have been 
more courteous if the Iranian Government had consulted us before 
granting oil concessions so near our frontier”, They were piqued 
because they were ignored, and it was chiefly for this reason that they 
decided to lodge a formal protest against the granting of these con- 
cessions. Kartashov told me that the protest was based on Article 13 
of the Russo-Persian Treaty of 1921 and, more generally, on the fact 
that Soviet Russia, in return for its willingness to abstain from claim- 
ing anything for itself, expected its neighbors to confer with Moscow 
regarding matters which were obviously of interest to it. Both the 
Ambassador and the Chargé have been very emphatic in stating to 
me that their Government raised no objection whatever because the 
interests which acquired the concession were American. On the con- 
trary, they felt that as “the relations between the United States and 
the Soviet Union were now so friendly” Moscow was rather glad that
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we got the concession instead of some other Power. Kartashov, on 
another occasion, said to me very significantly and in all seriousness 
“If the Germans had been given the oil concessions we would not 
have permitted it”! He also said that if, for example, German “or 
non-American” capital were to be allowed to participate in the Ami- 
ranian exploitations his Government might have to revise its attitude 
towards the whole affair. 

At the Ministry of Foreign Affairs I was once told by the Under 
Secretary (Mostafa Adl) that the Soviets had been very angry and 
that they had tried by “all sorts of intrigues” to block the deal. He 
implied that they were jealous of American achievements in the petro- 
leum industry and pointed out that although Russia possessed some 
of the richest oilfields in the world they had been so mismanaged 
that last year there was not only no surplus of gasoline for export 
but Russia actually had to import a considerable quantity from 
Rumania. Adl thought this was a disgraceful exhibition of inefhi- 
ciency and could not understand how a country like that dared 
interfere in the affairs of a neighbor. 
Whenever I tried to find out how the Russians felt about the validity 

of the Khoshtaria concession I received an evasive reply from both 
Ambassador and Chargé. They usually said something like this: 
“Quite apart from the Khoshtaria concession, the Iranian Govern- 
ment should have consulted us etc. etc.”” Which was not very help- 
ful. Incidentally, although the American concession only covers a 
small corner of the old Khoshtaria concession in the province of 
Astarabad (now Gorgan), it happens to be geologically one of the 
most promising oil-bearing districts of the entire area. 

The Iranian Foreign Office, of course, has been perfectly consistent 
throughout in denying the validity of the Khoshtaria concession. 
Only a month or so ago when I mentioned it to the Minister of 
Foreign Affairs (Enayatollah Samiy) he waved it aside contemptu- 
ously and said “We have told the Soviet Embassy and the British 
Legation that this concession never could, and cannot now, give rise 
to any claims whatsoever. And that is final”. 
Summing up my general impressions I should say that, for the 

present, the Amiranian interests have nothing to fear from either 
the British or the Russians. In other words, so long as our relations 
with Great Britain and the Soviet Union remain more or less normal 
and friendly neither government has any intention of attacking the 
title of the American concession. But probably both feel that in 
these troublous times no one can predict how suddenly the world 
situation may change, and they did not want deliberately to sign 
away rights which they might find it useful to invoke, at least for 
bargaining purposes, at some future time. Should such a contingency
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arise we may perhaps be able to persuade all parties to submit the 
question of the Khoshtaria concession to arbitration, and—unless 
there are documents in existence of which we have no knowledge— 
the American claims should have a very fair chance of prevailing. 

Please do not hesitate to let me know if there are any other points 
which I may be able to help clear up. 

Very sincerely yours, C. Van H. Encerr 

REPRESENTATIONS BY THE UNITED STATES REGARDING DISCRIM- 
INATION AGAINST AMERICAN TRADE RESULTING FROM THE GER- 
MAN-IRANIAN CONVENTION FOR THE REGULATION OF PAYMENTS 
OF OCTOBER 30, 1935“ 

662.9131/27 

The Chargé in Iran (Merriam) to the Secretary of State 

No. 1013 TEnEraAn, March 11, 1937. 
[Received April 16.] 

Sime: I have the honor to refer to my despatch No. 947 of December 
9, 1936, informing the Department of the Legation’s communication 
to the Minister of Foreign Affairs, on the same date, of the Depart- 
ment’s views with reference to the apparent discrimination against 
American trade with Iran which arises from Article 17 of the Irano- 
German Convention of October 30, 1935.” 

There is enclosed herewith a memorandum of an interview between 
the Chargé d’Affaires and M. Massoud-Ansari, Chief of the Division 
handling American affairs, at which the Legation interpreter was 
present, during which M. Massoud-Ansari undertook to answer the 
objection that had been raised. 

The Iranian position contains in effect two lines of defense: 

1. While a percentage of the value of the goods imported from Ger- 
many is not charged as in the case of goods imported from other coun- 
tries, this is counterbalanced by the fact that exporters of Iranian 
goods to Germany do not receive the bounty which exporters receive 
when sending goods to other countries. 

2. Even if the foregoing explanation is not acceptable, there is no 
discrimination because Iran is prepared to enter into a similar clearing 
agreement with the United States. 

Whatever may be thought of the first argument, the Foreign 
Legations at Teheran who have received the second argument in 
answer to their protests have considered it as theoretically valid, 

“ Continued from Foreign Relations, 1936, vol. 111, pp. 395-400. 
“ Toid., p. 399. 
“For text, see Iran, Administration des Douanes, Statistique Commerciale de 

PIran en 13814-1315 (22 juin 1935-21 juin 1936), p. 364. 

9826095449 .
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whether or not their Governments were prepared to negotiate a 
clearing convention. 

The main interest of the Legation in making the protest was to 
ascertain whether, in view of the certain tension existing in the 
diplomatic relations of the two countries, the Foreign Office would 
offer to negotiate a clearing convention with us as it had done in the 
case of other countries. Should such an offer be forthcoming, an 
opportunity would be afforded of saying to the Foreign Office that 
while we were uninterested in a clearing convention, we had proposed 
the negotiation of a reciprocal trade agreement“ and were still 
awaiting a reply. 

During past months the Department’s unfavorable attitude toward 
compensation or clearing conventions has become so clear through the 

speech of the Secretary of State at Buenos Aires“ and other pro- 
nouncements that, when confronted with the reply of the Foreign 
Office, it seemed a waste of time to put the question to the Department 
whether or not it desired to negotiate such an agreement. Moreover, 
M. Massoud-Ansari’s remark that it was his personal opinion that 
clearing conventions were unsound (incidentally he was a member of 
the Iranian delegation which went to Berlin to negotiate the agree- 
ment with Germany) indicated that the Foreign Office is unhappy 

about the German convention and would be unenthusiastic about 
negotiating an additional agreement of the kind. Negotiations begun 
under such circumstances would have little hope of success. 
In view of these considerations, I ventured to give at once my 

personal view that my Government would be disinclined to enter 
into a clearing agreement with Iran, and to remind M. Massoud- 
Ansari that our proposal to enter into negotiations with a view to 
concluding a reciprocal trade agreement was still before the Iranian 
Government. He was unfamiliar with the matter since he did not, 
when this question was forward, occupy his present position, and has 
agreed to examine it. 

Respectfully yours, Gorpon P. Merriam 

[Enclosure] 

Memorandum by the Chargé in Iran (Merriam) 

The Chargé d’Affaires called on M. Massoud-Ansari by appoint- 
ment on March 6, 1937, to discuss the publication of certain docu- 
ments in Foreign Relations. When this subject had been concluded, 
the latter referred to the note of the Chargé d’Affaires to the Foreign 

“For previous correspondence, see Foreign Relations, 1935, vol. 1, pp. 909 ff. 
“For the opening address by the Secretary of State at the Inter-American 

Conference for the Maintenance of Peace, December 5, 1936, see Department 
of State, Press Releases, December 5, 1936, p. 432. ‘
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Minister of December 9, 1936, calling attention to the apparent dis- 

crimination involved in the Irano-German Compensation Agreement 

of October 30, 1935. : 
M. Massoud-Ansari said he was instructed by the Foreign Min- 

ister to say that there was no discrimination against American trade 
because, while import permits are not required in the case of Ger- 
many, the advantage is offset because export certificates, which in- 
volve a bounty to Iranian exports, are not exacted. In any event, 
there was no discrimination because Iran was prepared to negotiate 
a similar clearing convention with the United States—a reply which 
had been made to all the other Legations which had protested. He 
personally thought, however, that such clearing conventions were not 
sound. | 

The Chargé d’Affaires replied that the question whether the dis- 
advantage of the requirement of export certificates was counterbal- 
anced by the advantage of import permits would have to be studied by 
the experts of the Department of State. He did not think, speaking 
personally, that his Government would be interested in negotiating 
a clearing convention. Its program was embodied in fifteen recip- 
rocal trade agreements which had been negotiated within the last 
few years. This program contemplated the general revival of trade 
through the mutual lowering of tariffs on the commodities of chief 
interest in the trade between the United States and individual coun- 
tries. Under the most favored nation principle, these tariff conces- 
sions were generalized. The result was a general increase in trade 
as contrasted with the uneconomic funnelling of trade which resulted 
from compensation agreements. 

Mr. Massoud-Ansari said that he did not understand, if the tariff 
concessions were generalized, what inducement there was for addi- 
tional countries to enter into reciprocal trade agreements with us. 

The Chargé d’Affaires answered that it had been found by experi- 
ence that if the trade of any two countries is analyzed, the bulk of the 
trade is made up of comparatively few commodities, which are of 
interest to other countries in a minor degree only. When, therefore, 
mutual tariff concessions are made on the principal commodities, the 
effect on the trade of the other countries to which they have been 
generalized is so slight that they are willing to negotiate agreements 
with us dealing with the commodities of chief interest to them. 

Mr. Massoud-Ansari asked, supposing the Iranian duty on Ameri- 
can automobiles were reduced 10%, what competition would remain ? 

_ The Chargé d’Affaires replied that if the duty on American auto- 
mobiles were reduced by 10%, this reduction would be generalized 
under the most favored nation principle to Germany, England, Russia 
and to all the other countries supplying Iran with automobiles. The 
competitive basis would therefore remain exactly what it had been, but
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because automobiles would cost 10% less, presumably more would be 
sold. Weshould not mind the generalization of the concession because 
the share of other countries in the automobile trade was slight. 

Mr. Massoud-Ansari then repeated what he had said at first. 
The Chargé d’Affaires said again that this answer would be studied 

in the Department. He thought he could go so far as to say that 

Mr. Massoud-Ansari’s personal opinion regarding the unsoundness 
of compensation agreements was the official view of his own Govern- 
ment. He supposed that the Foreign Minister’s reply would later be 
communicated in writing and asked whether, before it was sent, the 
Foreign Office would not reconsider the question of negotiating with 
us a reciprocal trade agreement. The Foreign Office had been on 
the point of giving a favorable answer to this question at the time 
certain difficulties arose. 

Mr. Massoud-Ansari did not commit himself beyond promising 
to look it up and to reexamine the question of a reciprocal trade 
agreement. 

In an effort to acquaint Mr. Massoud-Ansari further with the nature 
of a reciprocal trade agreement as contrasted with the nature of a 
clearing convention, the Chargé d’Affaires spoke of the trade of the 
United States with Brazil. The United States bought tremendous 
quantities of coffee from Brazil, and exported lesser values of manu- 
factured goods to that country. If a compensation agreement should 
be concluded between the two countries, American coffee imports from 
Brazil would be greatly reduced, causing economic distress in Brazil. 
On the other hand, we should have to make up our requirements in 
coffee elsewhere, and be compelled to pay higher prices for an inferior 
product. 

He added that while fifteen agreements were in effect, and all the 
tariff reductions had been generalized to Iran, actually Iran had not 

benefitted at all because the duties on the principal exports of Iran 
to the United States had not been touched. 

He continued by saying that we had had considerable experience 
with reciprocal trade agreements and that they had worked well. 
While it was impossible to say what portion of the trade increase 
resulted from the conclusion of such agreements, and what portion 
resulted from general economic improvement, the fact was that, gen- 

erally speaking, trade with the countries with whom we had agree- 
ments had improved, in some instances markedly so. The reciprocal 

trade agreement program was generally well regarded by traders 
and economists as a sound and courageous program, and had been 
described in such terms by the economic experts of the League of 
Nations. The Secretary of State, Mr. Hull, had always been inter- 
ested in tariff matters as a Senator, and the whole program was the 
result of his familiarity and long experience with them.
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662.9181/29 

Memorandum by Mr. Raymond A. Hare of the Division of 
Near Hastern Affairs . | 

[Wasurineron,] April 21, 1937. 
The main points covered in this despatch * have to do with (1) 

reasons advanced by the Iranian Foreign Office to explain that the 
Irano-German clearing agreement does not constitute discrimination 
against American trade under the terms of the Provisional Agreement 
of 1928, and (2) the reviving of the idea of a reciprocal trade agree- 
ment with Iran. 

In attempting to show that the clearing agreement with Germany 
was not discriminatory, the Foreign Office official argued (a) that the 
agreement embodies certain disadvantages to German goods which 
counterbalance the advantages, and (0) that, in any event, there would 
be no discrimination inasmuch as Iran would be prepared to enter into 
a similar agreement with the United States. 

With regard to the first of these arguments, it was the Department’s 
view, as expressed in its instruction of July 20, 1936,*7 which was in 
turn based on TA’s “ memorandum “ on the subject, that the Irano- 
German agreement appears to place German goods in a more favored 
position than those of the United States and it is believed that a case 
could doubtless be worked up in support of this contention. On the 
other hand, viewing the matter in connection with our trade relations 
in general, it seems more than likely that our commercial interests 
would best be served by not pressing the matter at this time. In any 
event, we would probably wish to defer further action until a formal 
reply is received. | 
Coming to the second Iranian argument regarding their willingness 

to negotiate a similar agreement with us, it would appear that this 
explanation might be acceptable if we had a conditional m[ost]- 
f[avored]-n[ation] agreement with Iran. It would not appear, how- 
ever, to constitute a valid argument in the light of the fact that our 
agreement with the Iranians is of the unconditional type. 

As regards the action of the Chargé d’Affaires in reminding the 
Foreign Office official that our proposal to negotiate a reciprocal trade 
agreement still remains unanswered, it might appear at first glance 
that the gesture was rather pointless in view of the fact that all of the 
important bases for concessions by the Iranians which were originally 

* Supra. 
“ Agreement effected by exchange of notes, May 14, 1928, Foreign Relations, 

1928, vol. 111, pp. 724-728. 
“ Thid., 1986, vol. m1, p. 898. 
* Division of Trade Agreements. 
“ Not printed. 
“No record of a subsequent Iranian reply has been found in Department files.
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stipulated by us have been removed by various intervening acts of the 
Iranian Government. This does not necessarily mean, however, that 
satisfactory bases for an agreement might not be worked out under the 
existing situation, and in that event it would surely be highly desirable 
to have the Iranians take the initiative. If the action of the Chargé 
d’A ffaires should have this effect, it might turn out to be a very helpful 
gesture. | 

The views of the Foreign Office official in question with regard to the 
unsound nature of clearing agreements are of particular interest in 
view of the fact that he was Chief of the Division of Economics of the 
Foreign Office for four years prior to being made Chief of the 
Geographic Division handling American Affairs.



IRAQ : 

NEGOTIATIONS BETWEEN THE UNITED STATES AND IRAQ REGARD- 
ING PROPOSED TREATY OF COMMERCE AND NAVIGATION * 

711.90G2/7 

The Secretary of State to the Minister Resident in Iraq (Knabenshue) 

No. 242 WASHINGTON, January 18, 1937. 

Sir: Pursuant to its telegram No. 14 of June 29, 1936, 5.00 p. m.,? 
the Department sends you herewith a draft of a treaty of commerce 
and navigation between the United States and Iraq. In accordance 
with the suggestion you made in a conference in the Department on 
September 14, 1936, the draft follows very closely the treaty of com- 
merce and navigation between the United States and Turkey signed at 
Ankara October 1, 1929.2 Three copies of that treaty are also enclosed. 

A slight change has been made in Article I by substituting in the 
first line the phrase “the method of levying such duties” for the 
phrase “including surtaxes and coefficients of increase”. ‘The substi- 
tuted phrase is believed to be more comprehensive. At the end of 
the first article the exceptions to the most-favored-nation provision 
in respect of commerce have been elaborated and clarified. 

Article II, paragraph 2, of the draft herewith enclosed amplifies 
and clarifies the stipulation for most-favored-nation treatment in 
respect of quotas. It is the view of the Department that most-favored- 
nation treatment in respect of quotas and exchange control require 
that the allocations made under quotas or exchange control will be 
equal to the share of the trade in a particular commodity enjoyed in 
a previous representative period. 

Article III of the enclosed draft is similar to the corresponding 
article of the treaty with Turkey except that a number of exceptions 
stipulated in the treaty with Turkey are omitted as inapplicable in 
the case of Iraq. Article IV is more elaborate than the corresponding 

article in the Turkish treaty but differs very little in substance. 
Article V of the enclosed draft which provides for most-favored- 

nation treatment in respect of civil aircraft merely confirms the 
advantages now guaranteed under the existing tripartite convention.‘ 

1 For previous correspondence, see Foreign Relations, 1936, vol. 111, pp. 401 ff. 
7 Tbid., p. 405. : 
* Tbid., 1929, vol. 111, p. 888. . 
‘The convention signed at London, January 9, 1930, by the United States, 

Great Britain, and Iraq, tbid., 1930, vol. m1, p. 302. . 
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Article VI defines the relationship between the proposed treaty and 
the tripartite convention. 

You are requested to inform the Department by telegraph as to 
the attitude of the Iraqi Government towards the enclosed draft. 
If accepted as drafted the Department will send you full powers. 
You should make preparations to have the final text translated into 

Arabic and engrossed at Baghdad. 
Very truly yours, For the Secretary of State: 

R. Watton Moors 

[Enclosure] 

Draft of Treaty of Commerce and Navigation Between the United 
States of America and the Kingdom of fraq 

PREAMBLE 

The United States of America and the Kingdom of Iraq, taking 
cognizance of the provisions of Article 7 of the Convention, signed 
at London, January 9, 1930, to which the United States of America, 
Great Britain, and Iraq are Parties, whereby on the termination of 
the special relations existing between His Britannic Majesty and His 
Majesty the King of Iraq, negotiations shall be entered into between 
the United States and Iraq for the conclusion of a treaty in regard 
to their future relations, have resolved to conclude a treaty of Com- 
merce and Navigation and for that purpose have appointed as their 
plenipotentiaries ; 
The President of the United States of America: 

and His Majesty the King of Iraq: 

Who, having communicated to each other their full powers found 
to be in due form, have agreed upon the following articles: 

Articiz I 

- In respect of import and export duties, all other charges imposed 
on or in connection with importation or exportation, and the method 
of levying such duties and charges, as well as in respect of transit, 
warehousing and customs formalities, and the treatment of commer- 
cial traveler’s samples, the United States of America will accord to 
Iraq and Iraq will accord to the United States of America, its ter- 
ritories and possessions, unconditional most-favored-nation treatment. 

Therefore, no higher or other duties shall be imposed on the importa- 
tion into or the disposition in the United States of America, its terri- 
tories or possessions, of any articles the produce or manufacture of 
Iraq than are or shall be payable on like articles the produce or manu- 
facture of any other foreign country.
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Similarly, no higher or other duties shall be imposed on the importa- 
tion into or the disposition in Iraq of any articles the produce or manu- 
facture of the United States of America, its territories or possessions, 
than are or shall be payable on like articles the produce or manufacture 
of any other foreign country ; 

Similarly, no higher or other duties shall be imposed in the United 
States of America, its territories or possessions, or in Iraq, on the 
exportation of any articles to the other or to any territory or posses- 
sion of the other, than are payable on the exportation of like articles 
to any other foreign country ; 

Any advantage, of whatsoever kind, which either High Contracting 
Party may extend to any article, the growth, produce or manufacture 
of any other foreign country shall simultaneously and unconditionally, 

without request and without compensation, be extended to the like 
article the growth, produce or manufacture of the other High Contract- 
ing Party. 

The stipulations of this Treaty regarding the treatment to be ac- 
corded by each High Contracting Party to the commerce of the other 
do not extend: 

(a) to the advantages now accorded or which may hereafter be 
accorded by the United States of America, its territories or possessions 
or the Panama Canal Zone to one another or to the Republic of Cuba. 
The provisions of this paragraph shall continue to apply in respect 
of any advantages now or hereafter accorded by the United States of 
America, its territories or possessions or the Panama Canal Zone to 
one another, irrespective of any change in the political status of any 
of the territories or possessions of the United States of America. 

(6) to any advantages in customs matters which Iraq may grant to 
goods the produce or manufacture of Turkey, or of any country whose 
territory was in 1914 wholly included in the Ottoman Empire in Asia; 

(c) to any advantages which are, or may in the future be accorded 
by either Party to purely border traffic within a zone not exceeding ten 
miles (15 kilometers) wide on either side of the customs frontier ; 

(dZ) to any advantages in customs matters which are, or may in the 
future be accorded to States in customs union with either High Con- 
tracting Party so long as such advantages are not accorded to any 
other State. 

Arricis ITI 

In all that concerns matters of prohibitions or restrictions on im- 
portations and exportations each of the two countries will accord, 
whenever they may have recourse to the said prohibitions or restric- 
tions, to the commerce of the other country treatment equally favor- 
able to that which is accorded to any other country. 

In the event either country establishes or maintains import or cus- 
toms quotas, or other quantitative restrictions, or any system of
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foreign exchange control, the share of the total permissible importa- 
tion of any product or of the total exchange made available for 
importation of any product of the other country shall be equal to the 
share in the trade in such product which such other country enjoyed 
im a previous representative period. 

Articte ITT 

Vessels of the United States of America will enjoy in Iraq and 
Traqi vessels will enjoy in the United States of America the same 
treatment as national vessels. 

The coasting trade of the High Contracting Parties is exempt from 
the provisions of this Article and from the other provisions of this 
Treaty, and is to be regulated according to the laws of each High 
Contracting Party in relation thereto. It is agreed, however, that 
vessels of either High Contracting Party shall enjoy within the terri- 
tory of the other with respect to the coasting trade the most-favored- 
nation treatment. 

ARTICLE IV 

Nothing in this Treaty shall be construed to prevent the adoption 

of measures prohibiting or restricting the exportation or importa- 
tion of gold or silver, or to prevent the adoption of such measures 
as either High Contracting Party may see fit with respect to the 

prohibition, or the control, of the export or sale for export, of arms, 

ammunition, or implements of war, and, in exceptional circumstances, 

of all other commodities. 
Nothing in this Treaty shall be construed to restrict the right of 

either High Contracting Party to impose, on such terms as it may see 

fit, prohibitions or restrictions designed to protect human, animal, 
or plant health or life, or regulations for the enforcement of revenue 

or police laws. 

ARTICLE V 

The aircraft of the United States of America shall continue to 
receive in Iraq the most-favored-nation treatment; provided that the 
benefit of this provision cannot be claimed in respect of any matter in 
regard to which the aircraft of Iraq does not receive in the United 
States of America the most-favored-nation treatment. 

-  Articiz VI 

The present Treaty shall, from the day on which it comes into force 
supplant Article 7 of the convention between the United States of 
America and Great Britain and Iraq signed at London January 9, 

1930, in so far as commerce and navigation are concerned.
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Articte VII 

The present Treaty shall take effect in all of its provisions on the 
day of the exchange of ratifications, and shall continue in force for 
the term of three years from that day. 

If within one year before the expiration of three years from the 
day on which the present Treaty shall come into force, neither High 
Contracting Party notifies to the other an intention of terminating 
the Treaty upon the expiration of the aforesaid period of three years, 
the Treaty shall remain in full force and effect after the aforesaid 

_ period and until one year from such a time as either of the High Con- 
tracting Parties shall have notified to the other an intention of termi- 
nating the Treaty. 

Articitz VIII 

The present Treaty shall be ratified, and the ratifications thereof 
shall be exchanged at. . . . . as soon as possible. 

In witness whereof the respective Plenipotentiaries have signed the 
present Treaty and have affixed their seals thereto. 

Done in duplicate, in English and Arabic, of which texts, in case of 
divergence, the English shall prevail, at Baghdad this day of 
wee eee yp LNB... 

711.90G2/16 : Telegram (part air) 

The Minister Resident in Irag (Knabenshue) to the Secretary of State 

Baeupap, April 14, 1937—1 p. m. 
[ Received April 20—5: 20 a. m.] 

6. Referring to the Department’s instruction number 242, January 
18, 1987, enclosing draft Treaty of Commerce and Navigation, the 
Iraq Government suggests the following amendments. 

Article 8 paragraph 1 amended to read: 

“Vessels of the United States of America will enjoy in Iraq, and 
Iraq vessels will enjoy in the United States of America treatment not 
less favorable than the treatment of the vessels of the most favored 
nation”. 

This amendment is desired because of the definite Iraqi policy of 
granting only most favored nations treatment to foreigners in all 
respects and not privileges equal to those granted Iraqi subjects. 

Article 5 redrafted to read in its entirety as follows: 

“The aircraft of the United States of America shall receive in Iraq 
and the aircraft of Iraq shall receive in the United States of America 
treatment not less favorable than the aircraft of the most favored 
nation”. |
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Article 7 to be amended as follows: 

“The present treaty shall take effect in all its provisions 30 days 
after exchange of ratifications”. 

This is intended to give interested parties sufficient time for readjust- 
ments. Second paragraph amended as follows: 

“Tf neither High Contracting Party notifies the other at least 1 
year in advance an intention of terminating the treaty upon the 
expiration of the aforesaid period of three years, et cetera”. 

Article 8 shall provide for ratification at Baghdad, and third para- 
graph amended to read: 

“Done in duplicate, in the English and Arabic languages which 
have the same value and will have equal force, et cetera”. 

This amendment was inspired by similar provision in American- 
Turkish Treaty and is equally justifiable. 

Article 2 last paragraph is, for certain legal considerations, still 
to be considered by the Council of Ministers but it is not anticipated 
that it will present difficulties. 

In the circumstances and in order to save time it is respectfully 
suggested that full powers be sent so that treaty may be signed as 
soon as Department’s final approval on all points is received. 

KNABENSHUB 

711.90G2/18 : Telegram (part air) 

The Minister Resident in Iraq (Knabenshue) to the Secretary of State 

Baeupab, June 2, 1937—I1 a. m. 
[Received June 7—6: 22 a. m.] 

11. In continuation of my telegram number 6, April 1 [274], 1p. m., 
regarding negotiations commercial treaty, the Iraq Government de- 

sires to eliminate entirely the last paragraph article 2 because “the 
Iraq Government does not wish the inclusion of such a provision in 
a treaty based on most favored nation treatment and to create a prece- 
dent for itself in this respect by accepting the paragraph in question”. 

The Iraq Government desires a free hand to deal with other nations 
such as Japan which has flooded Iraq market without importing 
anything of consequence and which has already caused Iraq to im- 
pose trade restrictions against Japan. As trade balance between 
United States and Iraq 1s in favor of latter it is extremely unlikely 
that the elimination of the paragraph in question would prejudice 
our interest. 

The Iraq Government desires also to amend the last paragraph 
article 4 to read as follows: after the word “life,” line 4, as follows 
“or national treasures of artistic historical or archaeological value or
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regulations for the enforcement of revenue or police laws, or prohi- 
bitions or restrictions applied to products which as regards prohibi- 
tion or trade are or may in the future be subject within the country 
to state monopoly or monopolies exercised under state control”. 

If for any reasons amendments suggested by Iraq Government are 
not acceptable please telegraph counter proposals in order that nego- 
tiations may be expedited. In the meantime I respectfully recom- 
mend that my full powers be sent by air mail so as to enable me to 
sign treaty before my departure on leave early in July which is essen- 
tial for reasons of health. 

KNABENSHUB 

711.90G2/21 

The Minister Resident in Iraq (Knabenshue) to the Secretary 
of State 

No. 820-Diplomatic Baeupap, July 7, 1937. 
[Received August 5.] 

Sm: With reference to the Department’s instruction No. 242 of 
January 18, 1937 (File No. 711.90G2/7) transmitting a draft of a 
treaty of commerce and navigation between the United States and 
Iraq, and to my telegrams No. 6 of April 1 [74], 1 p. m. and No. 11 of 
June 2, 11 [7] a. m., 1937, in reply thereto, I have the honor to enclose 
copies of note No. 6857 dated June 26, 1937 ° from the Foreign Minister 
submitting certain amendments to the Department’s draft. It will be 
noted that these are described by Dr. Naji al-Asil as “minor amend- 
ments which I trust will find no difficulty of acceptance”. The original 
signed note was in Arabic but the translation, of which a copy is en- 
closed, was forwarded by the Foreign Office as an enclosure. 

The Department will observe that the Iraq Government suggests 
amendments in addition to those mentioned in my telegram No. 11, of 
June 2,11 [Z] a.m. It will also observe that the Arabic text of the 
Treaty as amended was enclosed with the note from the Foreign Min- 
ister with a proposal that it have equal force with the English text. 

_ In this connection and in connection also with the last sentence of 
the Department’s instruction No. 242 of January 18, 1937, I have had 
the Arabic text of the Treaty checked by the well-known Arabic 
scholar Dr. John Van Ess, an American citizen. He has informed 
me that the translation is in general very good. He did, however, 
find a few typographical errors and one incorrect translation. 
These corrections can, of course, be taken up with the Foreign Office 
after the Department has determined whether or not it can accept 
the amendments suggested by the Iraqi Government. 

Respectfully yours, P. KnAasensHUE 

* Not printed.
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711.9062/18 

The Secretary of State to the Minister Resident in Iraq (Knabenshue) 

No. 261 WasuHineton, July 19, 1937. 

Sim: The receipt is acknowledged of your telegrams No. 6 of April 
14, 1 p. m., and No. 11 of June 2, 1 a. m., relating to the negotiation 

of a treaty of commerce and navigation with Iraq. The Department 

desires you to make another effort to obtain the agreement of the Iraq 
Government to the retention of Article ITI of the draft enclosed with 
its instruction of January 18, 1937. The policy of national treatment 

of shipping was laid down in an Act of Congress of March 3, 1815.° 
That policy has been in force between the United States and Great 
Britain for more than one hundred years, as evidenced by Presidential 
Proclamation of October 5, 1830,’ and Order-in-Council of November 

5, 1830.8 Provisions for national treatment of shipping are in force 
between the United States and many maritime powers (see commercial 
treaty with Germany of 1923,° Italy 1871," and Norway 1928)." A 

similar provision is to be found in the treaty of commerce and navi- 
gation with Turkey of 1929. 7 

- Article V of the draft under reference relating to air navigation 

merely duplicated corresponding provisions of the second paragraph 

of Article VII of the tripartite convention. The Department has 
carefully reconsidered this matter in consultation with the Depart- 
ment of Commerce and has concluded that, in view of the complex 
and rapidly evolving nature of air navigation, it would be preferable 
to negotiate separate agreements on the subject, such as those relating 
to airworthiness certificates and pilots’ licenses. Since negotiation 
on such technical aspects of air navigation would involve complicated 
and lengthy discussions, it is believed better to negotiate these agree- 
ments as the particular need arises. In these circumstances, the omis- 

sion of Article V is suggested. 
All changes suggested in Articles VII and VIII are acceptable. 
The Department regards the principle stated in the last paragraph 

of Article II as an important part of the proposed treaty and, there- 
fore, desires that it be retained. The growth of import quotas and 
restrictions on transfers of payment has been so significant in recent 
years that the inclusion of provisions guaranteeing non-discriminatory 
treatment with respect to such matters is regarded by this Govern- 

*3 Stat. 224. 
*4 Stat. 817. 
* British and Foreign State Papers, vol. xv1i, p. 893. 
® Signed at Washington, December 8, 1923, Foreign Relations, 1923, vol. 11, p. 29. 
” Signed at Florence, February 26, 1871; William M. Malloy (ed.) Treaties, 

Conventions, etc., Between the United States of America and Other Powers, 
1776-1909 (Washington, Government Printing Office, 1910), vol. 1, p. 969. 

“ Signed at Washington, June 5, 1928, Foreign Relations, 1928, vol. m1, p. 646.
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ment as essential to the satisfactory regulation of our commercial 
relations with other countries. 

Provisions similar to those included in the second paragraph of 
Article II, but considerably more detailed, are included in the recip- 
rocal trade agreements concluded by the United States and in all 
commercial treaties now under negotiation. These provisions are 

considered to be a necessary complement to the provisions for non- 
discriminatory treatment in respect of customs duties and similar 
matters embodied in the most-favored-nation clause. While the De- 
partment does not, of course, anticipate that either country will dis- 
criminate against the other in the matter of import quotas and ex- 
change control, it would not be disposed, in view of the fact that the 
important principle embodied in the paragraph is customarily in- 
cluded in all recent trade agreements and draft treaties, to accede to 
the omission of that paragraph in the present treaty. In conveying 
the foregoing to the Iraq Government, you should point out that 
the provision in question, since it relates only to trade between the 

United States and Iraq, does not obligate the Iraq Government to 
extend similar treatment to other countries except as such extension 
might be required by treaties or agreements to which Iraq is a party. 

For your information, the Department does not consider the ques- 
tion of restriction of Japanese imports as particularly relevant in this 
connection, since it is understood that Iraq has no treaty or agree- 
ment with Japan providing for most-favored-nation treatment and 
since the Iraq Government is now applying special restrictive meas- 
ures to imports from Japan. 

The additional reservations suggested by the Iraq Government for 
Insertion in the last paragraph of Article IV are acceptable to the 
Department, subject to the inclusion of a guarantee of non-discrimi- 
natory treatment with respect to the matters covered by the paragraph 
and with regard to the foreign purchases of monopoly organizations. 
The paragraph in question would be acceptable to the Department in 
the following form: 

Subject to the requirement that, under like circumstances and con- 
ditions, there shall be no arbitrary discrimination by either High 
Contracting Party against the other High Contracting Party in favor 
of any third country, nothing in this Treaty shall be construed to re- 
strict the right of either High Contracting Party to impose (1) 
prohibitions or restrictions designed to protect human, animal, or 
plant health or life or national treasures of artistic, historical, or 
archeological value; (2) prohibitions or restrictions applied to prod- 
ucts which as regards prohibition or trade are or may in the future 
be subject to state monopoly or monopolies exercised under state con- 
trol; or (3) regulations for the enforcement of revenue or police laws.
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Each of the High Contracting Parties agrees that, in respect of 
the foreign purchases of any state monopoly for the importation, pro- 
duction, or sale of any commodity or of any agency having such 
monopoly privileges, the commerce of the other High Contracting 
Party shall receive fair and equitable treatment, and that, in making 
its foreign purchases, such monopoly or agency will be influenced 
solely by those considerations which would normally be taken into 
account by a private commercial enterprise interested solely in pur- 
chasing goods on the most favorable terms. 

Very truly yours, For the Secretary of State: 
R. Warton Moors 

711.90G2/24 

The Minister Resident in Iraq (Knabenshue) to the Secretary of State 

No. 909—Diplomatic Baeupap, December 8, 1937. 
[ Received December 22. | 

Sir: I have the honor to refer to the Legation’s despatch no. 860 
of August 28, 1937,!? reporting that it had in a note dated August 24 
presented to the Foreign Office the Department’s observations on and 

suggested changes in the amendments submitted by Iraq to the draft 
Treaty of Commerce and Navigation under negotiation between our 

two Governments. 
I have now received from the Foreign Office in reply a note dated 

November 27, 1937, having as its enclosure a draft of the Treaty incor- 
porating the proposals already agreed upon between the two Govern- 
ments and in addition those amendments proposed in the accompany- 
ing note. The note and the draft Treaty were both submitted in 
Arabic. However, an English text of the Treaty was also enclosed 
and the English of the accompanying note (the language in which it 
was drafted) was furnished the Legation by the courtesy of the Legal 
Adviser of the Foreign Office. Copies of the English texts of this 
note and the draft Treaty are enclosed herewith. 

The Department will note from the enclosures that the Iraqi Gov- 
ernment has now accepted Article II with the addition of an intro- 
ductory clause and that in Article III the clause concerning the treat- 
ment of national vessels has been re-phrased. The phrase “within 

the country” has again been inserted by Iraq in clause 2, paragraph 
2 of Article IV. In place of the original Article V, the omission of 
which at our suggestion is accepted, Iraq has submitted a new Article 

reserving to itself the right, should measures taken or maintained by 
the United States seriously affect its chief exports, to request the 
United States to open negotiations and if agreement be not reached 

* Not printed.
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within three months from its request, to terminate the Treaty 

immediately. 
It is believed that all the changes proposed by Iraq can be accepted 

with the possible exception of Article V. If acceptable as submitted, 
there are a few errors of punctuation and spelling in the present 
draft which can. be corrected in the final draft. In this connection, 
it is believed that the Department will desire to change the word 
“traveler’s” as used in the first paragraph of Article I of the text 
originally submitted by us, to the plural form of the word. The 
Department’s attention is also called to the substitution in this draft 

of the word “production” in clause 2, paragraph 2 of Article IV for 
the word “prohibition” between the words “which as regards” and 
“or trade are”. The word “prohibition” was first submitted to the 
Department in my telegram no. 11 of June 2, 11 [1] A. M., but it 
was changed to “production” in the draft submitted with my despatch 

no. 820 of July 7, 1937. 
Subsequent to the submission of the Legation’s note of August 24 

to the Foreign Office, the Legation inquired from time to time as to 
the progress that was being made. On September 22, the Legal 
Adviser, Mr. Archibald McDougall, inquired of Mr. Satterthwaite, 
then Chargé d’Affaires, whether there was anything in our file which 
would assist in the interpretation of the sentence regarding Article 
IT in the Legation’s note to the Foreign Office of August 24 reading as 
follows: 

“In conveying the foregoing to the Iraqi Government, I have been 
instructed to point out that the provision in question, since it relates 
only to trade between the United States and Iraq, does not obligate 
the Iraqi Government to extend similar treatment to other countries 
except as such extension might be required by treaties or agreements 
to which Iraq is a party.” 

Mr. McDougall was informed that no additional comment on 
this particular point could be found in the file. However, the fol- 
lowing paragraph from the Department’s instruction no. 242 of 
January 18, 1937 was read to him: 

“It is the view of the Department that most-favored-nation treat- 
ment in respect of quotas and exchange control requires that the 
allocations made under quotas or exchange control will be equal to 
the share of the trade in a particular commodity enjoyed in a previous 
representative period.” 

The following paragraph of the Department’s instruction no. 261 

of July 19, 1987, was also read to him: 

“For your information, the Department does not consider the 
question of restriction of Japanese imports as particularly relevant 
in this connection, since it is understood that Iraq has no treaty or 
agreement with Japan providing for most-favored-nation treatment 

982609—54 50
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and since the Iraq Government is now applying special restrictive 
measures to imports from Japan.” 

It was only after long and extended conferences among various offi- 
cials and advisers of the Iraqi Government that they finally agreed 
to accept Article II substantially as submitted by the Department. 
Mr. McDougall informed Mr. Satterthwaite on September 29 that he 
had brought Mr. Hogg, the English adviser of the Ministry of 
Finance, around to his point of view on Article II and that the latter 

was at last willing to accept it, provided another Article be inserted 
in the Treaty embodying Iraq’s statement to the League of Nations 
concerning most-{avored-nation treatment contained in Article XI 
(1) of its Declaration of May 30, 1932.% The Legation later learned 
that subsequent to a final meeting on October 11, concrete proposals 
in reply to ours had been drafted for presentation to the Council of 

Ministers. 
In view of the fact that this new Article proposed by Iraq as Article 

V is unilateral rather than bilateral, the Legation inquired of the 
Legal Advisor of the Foreign Office whether this phase of the matter 
had been fully discussed and whether the Iraq Government would 
entertain serious objections to making it bilateral. Mr. McDougall 
replied that this point had in fact been carefully considered and that, 
as stated in the Foreign Office note of November 27, it was inserted 
in order that the United States should not have a more favored posi- 
tion vis-a-vis Iraq than the members of the League of Nations, with 
respect to whom it is of course unilateral. He understands, however, 
that the United States might possibly claim a more favored position, 
since the Convention of January 9, 1930, was signed more than two 
years previous to Iraq’s Declaration to the League of Nations of May 
thirty, 1932. He added that the new Article would not have been 
proposed had it not been for our insistence on retaining Article IT 
in its original form. He gave the impression that the Iraqi Govern- 

ment would be very reluctant and might possibly refuse to accept 
the Treaty without the inclusion of this new Article. _ 

While discussing the Treaty on September 29, Mr. McDougall 
observed that there had been considerable discussion among the ex- 

perts as to the possible benefits which Iraq might obtain by a relaxa- 
tion of the duties and sanitary restrictions imposed by the United 
States on dates, especially those of a cheaper quality. The experts 
who had discussed the matter with him had suggested that Iraqi 
date exporters would benefit greatly if our tariff on dates were changed 
from a specific to an ad valorem basis, and that they would also 
benefit if the rule excluding shipments containing more than 10% 

* For text of Declaration, see League of Nations document No, A.17.1932.VII: 
Request of the Kingdom of Iraq for Admission to the League of Nations, p. 3.
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of wormy dates were relaxed to 15%. As Sayid Ibrahim Kamal, 
the Minister of Finance, raised this same point during a conversa- 
tion which I had with him on November 30, Mr. Satterthwaite dis- 
cussed this point again in his last conversation with Mr. McDougall 
concerning the Treaty, pointing out that this was a question which 
could not properly be dealt with in the Treaty itself. As, however, 
it could probably be considered in the negotiation of a reciprocal 
trade agreement, Mr. McDougall requested the Legation to obtain 
the views of the Department as to the suggested change in the tariff 
on dates, and also to inquire whether or not the Department would 
be interested in discussing the negotiation of a trade agreement. 
This request is, of course, entirely informal and does not come from 
the Foreign Minister. In view of the fact, however, that Mr. Mc- 
Dougall is familiar with our trade agreement program and that 
his advice would in all probability be accepted, I should be glad 
to receive the Department’s observations on these points. 

As to the Treaty itself, if the latest proposals of the Iraqi Govern- 
ment are acceptable to the Department, arrangements can probably 

be made for its signature within a short time after the receipt of my 
full powers. 

Respectfully yours, P. KnaBENSHUE 

[Enclosure 1—Translation] 

The Iraqi Minister for Foreign Affairs (Towfik As-Suwaidi) to the 
American Minister Resident (Knabenshue) 

No. 128382/7/41 Bacupap, November 27, 1987. 

ExceLency : I have the honour to refer to the Note 394 of August 
24th, 1937, which was addressed to the Acting Minister for Foreign 

Affairs by Mr. J. C. Satterthwaite as Chargé d’Affaires ad interim, 
concerning the draft Treaty of Commerce and Navigation which is 
under discussion between our two Governments. The proposals of 
the United States Government contained in that Note have now been 
carefully considered by my Government and I am happy to inform 
Your Excellency that, subject to the amendments set out below, these 
proposals are acceptable. 

2. The amendments referred to above are as follows: 
(1) In Article IT, insert at the beginning of the Article the words 

“Having regard to the volume and nature of the trade between the two 
countries, it is agreed that” and at the end of the first paragraph of 
the Article the words “and that” the whole Article thus reading as 
one sentence. Subject to these amendments, which are dictated 
by Iraq’s extensive most-favoured-nation obligations, Article IT is 
acceptable.
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(2) In the first paragraph of Article IIT, substitute for the words 
“the same treatment as national vessels” the words “treatment not 
less favourable than that accorded to national vessels or the vessels of 
the most favoured nation.” 

This amendment gives full effect to the desire of the United States 
Government to retain in the Article the principle of national treat- 
ment of shipping, and at the same time it renders the Article more 
intelligible having regard to the special circumstance that Iraq possess 
no mercantile marine and has strictly speaking no national standard 
of treatment for shipping. 

(3) In clause (2) of the second paragraph of Article IV, insert 
between the word “subject” and the words “to state monopoly” the 
words “within the country.” 

These words were employed in the amendment proposed in the 
Ministry’s Note No. 685 [6857] of June 26th, 1937, and are to be 
found in Article 4 (8) of the International Convention for the Abo- 
lition of Import and Export Prohibitions and Restrictions, signed 

_at Geneva on November 8th, 1927,° on which the amendment was 
based. 

(4) In the place of Article V, the omission of which is acceptable, 
substitute a new Article as follows: 

ARTICLE V 

“Notwithstanding the provisions of Article VII of this Treaty, 
should measures taken or maintained by the United States of America 
seriously affect the chief exports of Iraq, Iraq reserves to itself the 
right to request the United States of America to open negotiations, 
and if agreement be not reached by negotiation within three months 
from its request, to terminate this Treaty immediately.” 

This new Article is based upon Article 11 (1) of Iraq’s Declaration 
to the League of Nations of May 31st [30¢h], 1932, and its object is that 

Iraq should not be in a less favourable situation vis-a-vis the United 
States than vis-a-vis the Members of the League. It is believed that it. 
has never been the policy of the United States Government to seek a 
better position in relation to Iraq than the Members of the League 
themselves enjoy. The Iraqi Government attach importance to the ac- 
ceptance of this Article, especially in view of their acceptance of Arti- 
cle IT, and it is hoped that the United States Government will find no 
difficulty in accepting the Article now proposed as Article V. 

3. I have the honour to enclose completed drafts in English and 
in Arabic giving effect to the proposals on either side already accepted 

“Not printed, but see despatch No. 820-Diplomatic, July 7, 1937, from the 
Minister Resident in Iraq, p. 773. 

* Department of State Treaty Series No. 811, p. 7.
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by our two Governments, and also to the amendments now proposed in 
this Note, and I shall be prepared to proceed to the signature of the 
Treaty at Your Excellency’s convenience. 

~ I avail myself [etc.] Towrik As-Suwal 

[Enclosure 2—Translation] 

Iraqi Draft of Proposed Treaty of Commerce and Navigation 

PREAMBLE 

The United States of America and the Kingdom of Iraq, taking 
cognisance of the provisions of Article 7 of the Convention, signed at 
London January 9, 1930, to which the United States of America, 
Great Britain, and Iraq are Parties, whereby on the termination of 
the special relations existing between His Britannic Majesty and His 
Majesty the King of Iraq, negotiations shall be entered into between 
the United States and Iraq for the conclusion of a treaty in regard to 
their future relations, have resolved to conclude a treaty of Commerce 
and Navigation and for that purpose have appointed as their 
plenipotentiaries: 

The President of the United States of America: 

and 

His Majesty the King of Iraq: 

Who, having communicated to each other their full powers found 
to be in due form, have agreed upon the following articles: 

| Articiz I 

In respect of import and export duties, all other charges imposed 
on or in connection with importation or exportation, and the method 
of levying such duties and charges, as well as in respect of transit, 
warehousing and customs formalities, and the treatment of commer- 
cial traveler’s samples, the United States of America will accord to 
Iraq and Iraq will accord to the United States of America, its terri- 
tories and possessions, unconditional most-favored-nation treatment. 

Therefore, no higher or other duties shall be imposed on the impor- 
tation into or the disposition in the United States of America, its 
territories or possessions, of any articles the [growth,] produce or 
manufacture of Iraq than are or shall be payable on like articles the 
[growth,] produce or manufacture of any other foreign country. 

_ Similarly, no higher or other duties shall be imposed on the impor- 
tation into or the disposition in Iraq of any articles the [growth,] pro- 
duce or manufacture of the United States of America, its territories 
or possessions, than are or shall be payable on like articles the [growth,] 
produce or manufacture of any other foreign country.
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Similarly, no higher or other duties shall be imposed in the United 
States of America, its territories or possessions, or in Iraq, on the ex- 
portation of any articles to the other or to any territory or possession 
of the other, than are payable on the exportation of like articles to 
any other foreign country. 
Any advantage, of whatsoever kind, which either High Contracting 

Party may extend to any article, the growth, produce or manufacture 
of any other foreign country shall simultaneously and uncondition- 
ally, without request and without compensation, be extended to the 
like article the growth, produce or manufacture of the other High 
Contracting Party. | 

The stipulations of this Treaty regarding the treatment to be 
accorded by each High Contracting Party to the commerce of the other 
do not extend: 

(a) to the advantages now accorded or which may hereafter be 
accorded by the United States of America, its territories or posses- 
sions or the Panama Canal Zone to one another or the Republic of 
Cuba. The provisions of this paragraph shall continue to apply in 
respect of any advantages now or hereafter accorded by the United 
States of America, its territories or possessions or the Panama Canal 
Zone to one another, irrespective of any change in the political status 
of any of the territories or possessions of the United States of 
America; 

(6) to any advantages in customs matters which Iraq may grant 
to goods the produce or manufacture of Turkey, or of any country 
whose territory was in 1914 wholly included in the Ottoman Empire 
in Asia; 

(c) to any advantages which are, or may in the future be accorded 
by either Party to purely border traffic within a zone not exceeding 
ten miles (15 kilometres) wide on either side of the customs frontier; 

(dz) to any advantages in customs matters which are, or may in 
the future be accorded to States in customs union with either High 
Contracting Party so long as such advantages are not accorded to 
any other State. 

Articiz IT 

Having regard to the volume and nature of the trade between the 
two countries it is agreed that in all that concerns matters of pro- 
hibitions or restrictions on importations and exportations each of 
the two countries will accord, whenever they may have recourse to 
the said prohibitions or restrictions, to the commerce of the other 
country treatment equally favorable to that which is accorded to 
any other country and that in the event either country establishes 
or maintains import or customs quotas, or other quantitative restric- 

tions, or any system of foreign exchange control, the share of the 
total permissible importation of any product or of the total exchange 
made available for importation of any product of the other country
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shall be equal to the share in the trade in such product which such 
other country enjoyed in a previous representative period. 

Articte IIT 

Vessels of the United States of America will enjoy in Iraq and 
Iraqi vessels will enjoy in the United States of America treatment 
not less favourable than that accorded to national vessels or the vessels 
of the most favored nation. 

The coasting trade of the High Contracting Parties is exempt from 
the provisions of this Article and from the other provisions of this 
Treaty, and is to be regulated according to the laws of each High 
Contracting Party in relation thereto. It is agreed, however, that 
vessels of either High Contracting Party shall enjoy within the 
territory of the other with respect to the coasting trade the most- 
favored-nation treatment. 

Articte IV 

Nothing in this Treaty shall be construed to prevent the adop- 
tion of measures prohibiting or restricting the exportation or impor- 
tation of gold or silver, or to prevent the adoption of such measures 
as either High Contracting Party may see fit with respect to the 
prohibition, or the control, of the export or sale for export, of arms, 
ammunition, or implements of war, and, in exceptional circumstances, 
of all other commodities. 

Subject to the requirement that, under like circumstances and con- 
ditions, there shall be no arbitrary discrimination by either High 
Contracting Party against the other High Contracting Party in favor 
of any third country, nothing in this Treaty shall be construed to re- 
strict the right of either High Contracting Party to impose (1) pro- 
hibitions or restrictions designed to protect human, animal, or plant 
health or life or national treasures of artistic, historical or archaeo- 
logical value; (2) prohibitions or restrictions applied to products 
‘which as regards production or trade are or may in the future be 
subject within the country to state monopoly or monopolies exercised 
under state control; or (3) regulations for the enforcement of revenue 

or police laws. : 
Each of the High Contracting Parties agrees that, in respect of 

the foreign purchases of any state monopoly for the importation, pro- 
duction, or sale of any commodity or of any agency having such 
monopoly privileges, the commerce of the other High Contracting 
Party shall receive fair and equitable treatment, and that, in making 
its foreign purchases, such monopoly or agency will be influenced 
solely by those considerations which would normally be taken into 
account by a private commercial enterprise interested solely in pur- 
chasing goods on the most favorable terms.
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ArricLtE V 

Notwithstanding the provisions of Article VII of this Treaty, should 
measures taken or maintained by the United States of America seri- 

ously affect the chief exports of Iraq, Iraq reserves to itself the right 

to request the United States of America to open negotiations, and if 

agreement be not reached by negotiation within three months from 

its request, to terminate this Treaty immediately. 

Articte VI 

The present Treaty shall, from the day on which it comes into force 

supplant Article 7 of the convention between the United States of 

America and Great Britain and Iraq signed at London January 9, 

1930, in so far as commerce and navigation are concerned. 

Articix VII 

The present Treaty shall take effect in all its provisions on the 

thirtieth day after the exchange of ratifications, and shall continue 

in force for the term of three years from that day. If neither High 

Contracting Party notifies to the other at least one year in advance an 

intention of terminating the Treaty upon the expiration of the afore- 

said period of three years, the Treaty shall remain in full force and 

effect after the aforesaid period and until one year from such a time as 

either of the High Contracting Parties shall have notified to the 

other an intention of terminating the Treaty. 

Artictz VIII 

The present Treaty shall be ratified and the ratifications thereof 

shall be exchanged at Baghdad as soon as possible. 

In witness whereof the respective Plenipotentiaries have signed 

the present Treaty and have affixed their seals thereto. 

Done in duplicate in the English and Arabic languages, which have 

the same value and shall have equal force, at Baghdad this..... | 

day of ....... 1987, of the Christian Era, corresponding with 
the.....dayof....... 1856, of the Hijra.
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PROPOSED NEW TREATY OF FRIENDSHIP, COMMERCE AND NAVIGA- 
TION BETWEEN THE UNITED STATES AND LIBERIA 

711.822/6 

Memorandum by Mr. Hugh 8S. Cumming, Jr., of the Division of 
Western European Affairs 

[WASHINGTON,] June 21, 1937. 

The reasons for proposing a new treaty of commerce and navigation 
with Liberia are: 

1. To do away with the expressly conditional most-favored-nation 
treatment prescribed by the Treaty of 1862* and put our commercial 
relations with Liberia on an unconditional most-favored-nation basis. 

2. To make a quiet but effective display of the continuance of our 
traditional friendly interest in the Republic and of our satisfaction 
with the order’ y progress now being made there, by concluding a 
modern treaty of friendship, commerce and navigation. (In line with 
this policy we are now negotiating our first extradition treaty? with 
Liberia and have a consular convention * almost ready for proposal). 

7 3. To do away with the obligations imposed on the United States 
by Article 8 of the Treaty of 1862+ as being inconsistent with the 
present policies of the United States. 

The first two sentences of Article 8 read as follows: : 

“The United States Government engages never to interfere, unless 
solicited by the Government of Liberia in the affairs between the 
Aboriginal inhabitants and the Republic of Liberia in the Jurisdiction 
and territories of the Republic. Should any United States citizen 
suffer loss in person or property, from violence by the Aboriginal 
inhabitants and the Government of Liberia should not be able to bring 
the aggressor to justice, the United States engages, a requisition 
having been first made therefor by the Liberian Government, to lend 
such aid as may be required”. 

In practice, I believe that it would be to Liberia’s ultimate advantage 
to abrogate the Article in question. In the present unsettled condition 
of the world, particularly with regard to the Colonial aspirations of 

*Signed at London, October 21, 1862; William M. Malloy (ed.), Treaties, 
Conventions, etc., Between the United States of America and Other Powers, 1776~ 
1909 (Washington, Government Printing Office, 1910), vol. 1, p. 1050. 

* See p. 811. 
*See pp. 804 ff. 
‘For further information regarding article 8, see John Bassett Moore, A 

Digest of International Law, vol. v, p. 769. 
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certain Powers, it is not inconceivable that Liberia might, at some 
time, be placed in such a situation as to determine her to call on the 

United States for armed assistance, basing her call as in the past, 
on Article 8 of the Treaty of 1862. Should we decline to furnish 
assistance, as is likely, our refusal, no matter on what proper grounds 
it might be based, would undoubtedly weaken Liberia’s defensive 
position against whatever menace faced her. Moreover, our refusal 
to go to her assistance with our armed forces would undoubtedly 
create a certain amount of embarrassment to this Government, vis-&- 
vis the large element of our Negro population, who have a strong 
sentimental interest in Liberia. On the other hand, the negotiation 
of a new treaty at this time would be in line with our present policy 
towards Liberia to strengthen the Republic’s prestige and interna- 
tional position in every proper way with a view to minimizing the 
possibility of foreign aggression against her and thus avoiding the 
necessity of a call on us for active assistance, either diplomatic or by 
use of our armed forces. Should Liberia express during the negoti- 
ations of the new treaty her unwillingness to abrogate Article 8 of 
the Treaty of 1862, I believe that the question can be ironed out by 
friendly discussion between the two Governments. I do not antic- 
ipate any particular difficulty in explaining to Liberia, should the 
question arise, our conviction that in the long run it will be in her 
interest to abrogate Article 8. Nor do I believe, in view of the close 
relations now existing between the two countries, that Liberian _ 
officials would wish to complicate the negotiations or run the risk 
of marring their friendship with this Government by appealing 
directly to individuals in the United States. 

711.822/5a 

The Secretary of State to the Minister in Liberia (Walton) 

No. 43 WasHIncTon, June 22, 1937. 

Sir: There are enclosed herewith for transmission to the Liberian 
Government at such time as you deem appropriate, a proposed note 
and a draft treaty of friendship, commerce and navigation. 

It is believed that the note explains sufficiently the purpose of the 

draft treaty, but if there is any point with regard to the note or draft 
treaty concerning which you are in doubt you should communicate 
with the Department by cable. 

If the proposal to negotiate on the basis of the enclosed draft meets 
with the approval of the Liberian Government, the Department 
wishes you to proceed at once to conduct the negotiations, asking for 
such additional instructions as may be required. You should report 
all developments promptly by mail, using the telegraph also when to
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do so promises to save substantial amounts of time without substan- 
tial increase in your normal expenditure for tolls. 

The Department expects shortly to send to you, likewise for pro- 
posal to the Liberian Government, the draft of a consular convention 
between the United States and Liberia. It is desired that the con- 
sular relations between the two countries shall also be regulated by 
modern and comprehensive treaty provisions. 

Very truly yours, CorpDELL HULL 

[Enclosure 1] 

-—- ~Draft of Proposed Note to the Liberian Government ® 

Excettency: Acting on instructions from my Government I have 
the honor to recall to your Excellency that nearly seventy-five years 
have elapsed since the existing Treaty of Commerce and Navigation 
between the United States and the Republic of Liberia was negoti- 
ated and signed in London. This has been a period marked by great 
advances in communications and transportation and by far-reaching 
developments in international trade throughout the world which have 
affected our two nations. 

During the World War and particularly in the unhappy years of 
world depression, innumerable obstacles to commerce were devised by 
many countries which have not failed to have a harmful effect on the 
normal flow of international commerce. My Government recogniz- 
ing the seriousness of the situation has therefore from time to time 
during recent years re-examined the Treaties of Commerce and Navi- 
gation between the United States and other countries with a view to 
modernizing its international economic relationships and thus con- 
tributing to a freer and more mutually profitable trade between 
nations, 

While trade between the United States and Liberia fortunately is 
relatively free from the more acute problems, my Government never- 
theless feels that the Treaty signed October 21, 1862, is no longer ade- 
quate to meet the needs of its parties. For example, Articles IV and 
VI of the Treaty in providing for expressly conditional most-favored- 
nations treatment in customs matters are not in harmony with the 
present policy of the Government of the United States, or it is be- 
lieved, with modern enlightened international practice. 

For these and other reasons, my Government has instructed me 
to communicate to Your Excellency the enclosed copy of a draft 
treaty on the basis of which it desires to negotiate, if agreeable to 
the Government of Liberia, an entirely new treaty of friendship, 

* Presented to the Liberian Secretary of State, J uly 19, 1937. oo
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commerce and navigation more nearly responsive to the present-day 
needs of the two countries. 

I may observe in the foregoing connection that the provisions of 
the draft treaty follow those now used in American treaties of this 
kind, save the draft provisions respecting quotas, exchange control 
and monopolies (Articles IX, X and XI). Practically the same pro- 
Visions in respect of quotas and monopolies (Articles IX and XI) 
appear in many of the recent trade agreements of the United States, 
and the provision (Article X) concerning foreign exchange control 
is now the subject of trade agreement negotiations between the 
United States and certain other countries. 

At a later date my Government would like to propose an additional 
article? to be inserted at a convenient place in the treaty for the pur- 
pose of dealing with the exploration and exploitation of the mineral 
resources on the public domain of the respective countries. 

It is understood, of course, that either Government would be free 
at any time during the course of negotiations to propose further 

changes. 
In closing, my Government instructs me to reiterate to Your Ex- 

cellency that, in view of the marked progress made by Liberia during 
the past three years and the more prominent place which Liberia 
has thus made for herself among the family of nations, and especially 
from the point of view of the traditional friendship existing between 
the United States and Liberia, it is felt that this is an appropriate 
time to bring the treaty relations between the two Governments into 
harmony with modern practice. 

Accept [etc. | 

[Enclosure 2] 

Draft Articles of Proposed Treaty of Friendship, Commerce and 
Navigation ® 

ARTICLE I 

The nationals of each of the High Contracting Parties shall be per- 
mitted to enter, travel and reside in the territories of the other; to 
exercise liberty of conscience and freedom of worship; to engage in 
professional, scientific, religious, philanthropic, manufacturing and 
commercial work of every kind without interference; to carry on 
every form of commercial activity which is not forbidden by the local 
Jaw; to own, erect or lease and occupy appropriate buildings and to 

* See instruction No. 56, October 16, to the Minister in Liberia, p. 797. 
* Only the articles about which there were subsequent negotiations are printed 

here. The remaining draft articles are the same as the final text except for a 
few incidental changes. ,



LIBERIA 789 

lease lands for residential, scientific, religious, philanthropic, manu- 
facturing, commercial and mortuary purposes; to employ agents of 
their choice, and generally to do anything incidental to or necessary 
for the enjoyment of any of the foregoing privileges upon the same 
terms as nationals of the State of residence or as nationals of the 
nation hereafter to be most favored by it, submitting themselves to 
all local laws and regulations duly established. 

The nationals of either High Contracting Party within the ter- 
ritories of the other shall not be subjected to the payment of any 
internal charges or taxes other or higher than those that are exacted 
of and paid by nationals of the State of residence. 

The nationals of each High Contracting Party shall enjoy freedom 
of access to the courts of justice of the other on conforming to the 
local laws, as well for the prosecution as for the defense of their 
rights, and in all degrees of jurisdiction established by law. 

The nationals of each High Contracting Party shall receive within 
the territories of the other, upon submitting to conditions imposed 
upon its nationals, the most constant protection and security for their 
persons and property, and shall enjoy in this respect that degree of 
protection that is required by international law. Their property 
shall not be taken without due process of law and without payment of 
just compensation. 

Nothing contained in this Treaty shall be construed to affect exist- 
ing statutes of either of the High Contracting Parties in relation to 
emigration or to immigration or the right of either of the High Con- 
tracting Parties to enact such statutes, provided, however, that noth- 
ing in this paragraph shall prevent the nationals of either High Con- 
tracting Party from entering, traveling and residing in the territories 
of the other Party in order to carry on international trade or to engage 
in any commercial activity related to or connected with the conduct 
of international trade on the same terms as nationals of the most 
favored nation. 

Articiz IIT 

The dwellings, warehouses, manufactories, shops, and other places 
of business, and all premises thereto appertaining of the nationals of 
each of the High Contracting Parties in the territories of the other, 
used for any purposes set forth in Article I, shall be respected. It 
shall not be allowable to make a domiciliary visit to, or search of any 
such buildings and premises, or there to examine and inspect books, 
papers or accounts, except under the conditions and in conformity 
with the forms prescribed by the laws, ordinances and regulations 
for nationals of the state of residence or nationals of the nation most 
favored by it.
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Articie IV : 

Where, on the death of any person holding real or other immovable 
property or interests therein within the territories of one High Con- 
tracting Party, such property or interests therein would, by the laws 
of the country or by a testamentary disposition, descend or pass to a 
national of the other High Contracting Party, whether resident or 
non-resident, were he not disqualified by the laws of the country where 
such property or interests therein is or are situated, such national 
shall be allowed a term of three years in which to sell the same, this 
term to be reasonably prolonged if circumstances render it necessary, 
and withdraw the proceeds thereof, without restraint or interference, 
and exempt from any estate succession, probate or administrative 
duties or charges other than those which may be imposed in like cases 
upon the nationals of the country from which such proceeds may be 
drawn. | 

Nationals of either High Contracting Party may have full power 

to dispose of their personal property of every kind within the terri- 
tories of the other, by testament, donation, or otherwise, and their 
heirs, legatees and donees, of whatsoever nationality, whether resident 
or non-resident, shall succeed to such personal property, and may take 
possession thereof, either by themselves or by others acting for them, 
and retain or dispose of the same at their pleasure subject to the pay- 
ment of such duties or charges only as the nationals of the High Con- 
tracting Party within whose territories such property may be or be- 
long shall be liable to pay in like cases. In the same way, personal 
property left to nationals of one of the High Contracting Parties by 
nationals of the other High Contracting Party, and being within the 
territories of such other Party, shall be subject to the payment of such 
duties or charges only as the nationals of the High Contracting Party 
within whose territories such property may be or belong shall be liable 
to pay in like cases. | 

ArticLte VITT 

With respect to customs duties or charges of any kind imposed on 
or in connection with importation or exportation, and with respect 
to the method of levying such duties or charges, and with respect to 
all rules and formalities in connection with importation or exporta- 
tion, and with respect to all laws or regulations affecting the sale, 
taxation, or use of imported goods within the country, any advantage, 
favor, privilege or immunity which has been or may hereafter be 
granted by either High Contracting Party to any article originating 
in or destined for any third country, shall be accorded immediately 
and unconditionally to the like article originating in or destined for 
the other High Contracting Party.
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With respect to the amount and collection of duties on imports and 
exports of every kind, each of the two High Contracting Parties binds 
itself to give to the nationals, vessels and goods of the other the ad- 
vantage of every favor, privilege or immunity which it shall have 
accorded to the nationals, vessels and goods of a third State, whether 
such favored State shall have been accorded such treatment gratui- 
tously or in return for reciprocal conpensatory treatment. Every 

such favor, privilege or immunity which shall hereafter be granted 
to nationals, vessels or goods of a third State shall simultaneously 
and unconditionally, without request and without compensation, be 
extended to the other High Contracting Party, for the benefit of itself, 
its nationals, vessels, and goods. 

ArticLe IX : 

Neither of the High Contracting Parties shall establish or maintain 
any import or export prohibition or restriction on any article originat- 
ing in or destined for the territory of the other High Contracting 
Party, which is not applied to the like article originating in or destined 
for any third country. Any abolition of an import or export prohi- 
bition or restriction which may be granted even temporarily by either 
High Contracting Party in favor of an article originating in or des- 
tined for a third country shall be applied immediately and uncondi- 
tionally to the like article originating in or destined for the territory 
of the other High Contracting Party. 

If either High Contracting Party establishes or maintains any 
form of quantitative restriction or control of the importation or sale 
of any article in which the other High Contracting Party has an 
interest, or imposes a lower import duty or charge on the importation 
or sale of a specified quantity of any such article than the auty or 
charge imposed on importations in excess of such quantity, the High 
Contracting Party taking such action shall, upon request, inform the 
other High Contracting Party as to the total quantity, or any change 
therein, of any such article permitted to be imported or sold or per- 
mitted to be imported or sold at such lower duty or charge during a 
specified period, and shall allot to the other High Contracting Party 
for such specified period a proportion of such total quantity as origi- 
nally established or subsequently changed in any manner equivalent 
to the proportion of the total importation of such article which the 
other High Contracting Party supplied during a previous represen- 
tative period, unless it is mutually agreed to dispense with such allot- 
ment. Neither of the High Contracting Parties shall regulate the 
total quantity of importations into its territory or sales therein of any 
article in which the other High Contracting Party has an interest by 
import licenses or permits issued to individuals or organizations, unless
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the total quantity of such article permitted to be imported or sold 
during a quota period of not less than three months shall have been 
established, and unless the regulations covering the issuance of such 
licenses or permits shall have been made public before such regulations 
are put into force. 

ARTICLE X 

If either High Contracting Party establishes or maintains, directly 
or indirectly, any form of control of the means of international pay- 
ment, it shall, in the administration of such control: 

(a2) Impose no prohibition, restriction, or delay on the transfer of 
payment for imported articles the growth, produce, or manufacture 
of the other High Contracting Party, or of payments necessary for 
and incidental to the importation of such articles; 

(6) Accord unconditionally, with respect to rates of exchange and 
taxes or surcharges on exchange transactions in connection with pay- 
ments for or payments necessary and incidental to the importation of 
articles the growth, produce, or manufacture of the other High Con- 
tracting Party, treatment no less favorable than that accorded in 
connection with the importation of any article whatsoever the growth, 
produce, or manufacture of any third country; and 

(c) Accord unconditionally, with respect to all rules and formali- 
ties applying to exchange transactions In connection with payments 
for or payments necessary and incidental to the importation of arti- 
cles the growth, produce, or manufacture of the other High Contract- 
ing Party, treatment no less favorable than that accorded in 
connection with the importation of the like articles the growth, prod- 
uce, or manufacture of any third country. 

With respect to non-commercial transactions, each High Contract- 
ing Party shall apply any form of control of the means of interna- 
tional payment in a non-discriminatory manner as between the 
nationals of the other High Contracting Party and the nationals of 
any third country. 

ArticLte XT 

In the event that either High Contracting Party establishes or 
maintains a monopoly for the importation, production or sale of a 
particular commodity or grants exclusive privileges, formally or in 
effect, to one or more agencies to import, produce or sell a particular 
commodity, the High Contracting Party establishing or maintaining 
such monopoly, or granting such monopoly privileges, agrees that 
in respect of the foreign purchases of such monopoly or agency the 
commerce of the other High Contracting Party shall receive fair 
and equitable treatment. To this end it is agreed that in making its 
foreign purchases of any product such monopoly or agency will be 
influenced solely by those considerations such as price, quality, mar- 
ketability, and terms of sale, which would ordinarily be taken into
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account by a private commercial enterprise interested solely in pur- 
chasing such product on the most favorable terms. 

Artictr XIV 

The vessels and cargoes of one of the High Contracting Parties 
shall, within the territorial waters and harbors of the other Party 
in all respects and unconditionally be accorded the same treatment as 
the vessels and cargoes of that Party, irrespective of the port of de- 
parture of the vessel, or the port of destination, and irrespective of 
the origin or the destination of the cargo. It is especially agreed that 
no duties of tonnage, harbor, pilotage, lighthouse, quarantine, or other 
similar or corresponding duties or charges of whatever denomination, 
levied in the name or for the profit of the Government, public func- 
tionaries, private individuals, corporations or establishments of any 
kind shall be imposed in the ports of the territories or territorial 
waters of either country upon the vessels of the other, which shall not 
equally, under the same conditions, be imposed on national vessels. 

ArticLe XVII 

~ Limited liability and other corporations and associations, whether 

or not for pecuniary profit, which have been or may hereafter be 
organized in accordance with and under the laws, National, State 
or Provincial, of either High Contracting Party and which maintain 
a central office within the territories thereof, shall have their jurid- 
ical status recognized by the other High Contracting Party pro- 
vided that they pursue no aims within its territories contrary to its 
laws. They shall enjoy free access to the courts of law and equity, 
on conforming to the laws regulating the matter, as well for the 
prosecution as for the defense of rights in all the degrees of juris- 
diction established by law. | 

The right of corporations and associations of either High Con- 
tracting Party which have been so recognized by the other to estab- 
lish themselves in the territories of the other Party or to establish 
branch offices and fulfill their functions therein shall depend upon 
and be governed solely by the consent of such Party as expressed 
in its National, State, or Provincial laws. 

| ArticLe XIX 

(Article regarding development of mineral resources to be supplied 
later.) 

| ARTICLE X XT 

There shall be complete freedom of transit through the territories 
including territorial waters of each High Contracting Party on the 
routes most convenient for international transit, by rail, navigable 

9826095451
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waterway, and canal, other than the Panama Canal and waterways 
and canals which constitute international boundaries, to persons and 
goods coming from, going to or passing through the territories of 
the other High Contracting Party, except such persons as may be 
forbidden admission into its territories or goods of which the im- 
portation may be prohibited by law or regulations. The measures 

of a general or particular character which either of the High Con- 
tracting Parties is obliged to take in case of an emergency affecting 
the safety of the State or vital interests of the country may, in 
exceptional cases and for as short a period as possible, involve a 
deviation from the provisions of this paragraph, it being under- 
stood that the principle of freedom of transit must be observed to 
the utmost possible extent. | 

Persons and goods in transit shall not be subjected to any transit _ 

duty, or to any unnecessary delays or restrictions, or to any dis- 
crimination as regards charges, facilities, or any other matter. 

Goods in transit must be entered at the proper customhouse, but 
they shall be exempt from all customs or other similar duties. 

All charges imposed on transport in transit shall be reasonable, 
having regard to the conditions of the traffic. - 

Nothing in this Article shall affect the right of either of the High 
Contracting Parties to prohibit or restrict the transit of arms, muni- 
tions and military equipment in accordance with treaties or conventions 
that may have been or may hereafter be entered into by either Party 
with other countries. 

Articte XXII 

Civil aircraft of the United States of America shall receive, in all 
respects, in Liberia the most-favored-nation treatment; provided that 
the benefit of this provision may be withheld in respect of any matter 
in regard to which the authorities of the Government of the United 
States of America should be unwilling to grant a similar privilege 
in respect of civil aircraft of Liberia. 

ArtTIcLeE XXTIT 

Nothing in this Treaty shall be construed to prevent the adoption 
of measures prohibiting or restricting the exportation or importation 
of gold or silver, or to prevent the adoption of such measures as either 
High Contracting Party may see fit with respect to the control of 
the export or sale for export of arms, ammunition, or implements of 
war, and, in exceptional circumstances, all other military supplies. 

Subject to the requirement that, under like circumstances and 
conditions, there shall be no arbitrary discrimination by either High 
Contracting Party against the other High Contracting Party in favor
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of any third country, the stipulations of this Treaty shall not extend 
to prohibitions or restrictions (1) imposed on moral or humanitarian 
grounds; (2) designed to protect human, animal, or plant life or 
health; (3) relating to prison-made goods; (4) relating to the 
enforcement of police or revenue laws. 

The stipulations of this treaty do not extend to advantages now 
accorded or which may hereafter be accorded to neighboring States 
in order to facilitate short frontier traffic, or to advantages resulting 
from a customs union to which either High Contracting Party may 
become a party so long as such advantages are not extended to any 
other country. 

The stipulations of this Treaty do not extend to advantages now 
accorded or which may hereafter be accorded by the United States of 
America, its territories or possessions or the Panama Canal Zone to 
one another or to the Republic of Cuba. The provisions of this 
paragraph shall continue to apply in respect of any advantages now 
or hereafter accorded by the United States of America, its territories 
or possessions or the Panama Canal Zone to one another, irrespective 
of any change in the political status of any of the territories or 
possessions of the United States of America. 

711.822/8 

The Minister in Liberia (Walton) to the Secretary of State 

Monrovia, August 14, 1937. 

[Received August 26.] 

Sim: I have the honor to refer to the Department’s instruction No. 
43, June 22, and my telegraphic despatch No. 40, August 13, 9 a.m. 
regarding a draft treaty of friendship, commerce and navigation 
under negotiation by the United States of America and the Republic 
of Liberia. I am submitting herewith for the Department’s approval 
the following proposed changes, deletions and additions: 

Article ITI After the word “other” on the fourth line insert the 
word “lawfully.” 

Article IV After the allowance of the term of 3 years to dispose 
of real property as contemplated under this article, what are the cir- 
cumstances under which a further prolongation would seem desirable, 
and what additional period would be regarded a reasonable pro- 
longation ? 

Article VIII Except such treaties for reciprocal trade as have been 
made or may in future be made with any third state; and treaties to 
facilitate the payment of foreign debts. 

®* Latter not printed.
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Article IX Page 2—fourth line—after the word “period” add 
“provided one of the High Contracting Parties shall accord to the 
other High Contracting Party similar reciprocal considerations as 
may be granted by any third country.[’’] 

For the sake of clarity it is suggested that page 2—sixth line, after 
the word “shall” on the sixth line add “by import licenses” and after 
the word “interest” on ninth line delete all that follows up to the word 
“unless” on tenth line. 

Article X What does the term “non-commercial transactions” de- 
note? See second line from bottom of sheet. 

Article XIV Approved to word “cargo” on eighth line. Delete 
thereafter. Apart from the fact that this article would appear to be 
in violation of the most favoured nation clause in treaties entered 
into by this Country with other countries, it tends to infringe existing 
Loan Agreement relative to this Government not undertaking any 
obligation tending to decrease current revenues. Port and harbor 
dues appreciably contribute to the country’s revenues. 

Article XVIIT It is suggested that in lieu of the draft submitted in 
respect of limited liability and other Corporations and Associations, 
the following be substituted—“the juridical status of limited liability 
and trading corporations including industrial, financial, insurance, 
traffic and transport corporations, which have been or which may 
hereafter be organized in accordance with the laws of either High 
Contracting Party, and having their head office within the territory 
of either of the High Contracting Parties, shall be recognized by the 
other High Contracting Party. They shall be entitled to exercise 
their business and rights within the territory of either of the High 
Contracting Parties, provided they pursue no aims within its territory 
contrary to its laws or detrimental to the State. They shall enjoy 
free access to the courts of justice on complying with the laws regulat- 
ing the matter, as well for the prosecution as for the defense of their 
rights. 

“Article XXI Tenth line after the word “Territories” add “or such 
areas as may be excluded from visit by law, military order or other 
regulations.” 
Paragraph 2, after the word “matter” on fourth line add “higher 

than that imposed upon the most favoured nation.” 
Paragraph 3, should be substituted by the following—“It is under- 

stood that all goods in transit through the territory of Liberia and 
all goods in transit through the territory of the United States of 
America when warehoused or otherwise stored shall be subject to 
storage charges.” 

Suggested additions by the Liberian Government 

Article XXVI Should any. dispute arise as to the interpretation 
or application of the present Treaty, the matter shall at the request of 
either High Contracting Party be submitted to a court of arbitration 
for settlement. This shall apply also to the preliminary question of 
whether the dispute refers to the interpretation or the application of 
the Treaty. The decision of the court of arbitration shall have 
binding force. 

For every case of dispute the court of arbitration shall be formed 
in the following manner :—each of the High Contracting Parties shall
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appoint one of its nationals as one of the arbitrators, and the two 
High Contracting Parties together shall select as chairman a national 
of a third State. Should the High Contracting Parties fail to agree 
upon the selection of the chairman within four months after the 
request for settlement by arbitration has been received they shall 
together request the President of the Administrative Council of the 
Permanent Court of Arbitration at the Hague to appoint a chairman 
of a neutral nationality. 

The High Contracting Parties reserve to themselves the right to 
come to an agreement from the outset and for a definite period as 
to whom shall be the chairman. 

Note:—Article X XVI in the original draft should be numbered 
article XXVIT. 

Article XXVII Ratification of the present Treaty shall be ex- 
changed at Monrovia. 

Respectfully yours, Lester A. Watton 

711,822/11 

The Secretary of State to the Minister in Liberia (Walton) 

No. 56 WasuineTon, October 16, 1937. 

Sir: With reference to the Department’s instruction no. 43 of June 
99, 1937, transmitting a draft treaty of friendship, commerce and 
navigation between the United States and Liberia, your attention is 
again invited to Article XIX which contains the statement that the 
article regarding the development of mineral resources would be 
supplied later. 

The Department requests you to propose the following article on 
mineral resources to be included in the treaty now in course of 
negotiation : 

“The nationals, including corporations and associations, of either 
High Contracting Party shall enjoy in the territories of the other 
Party, upon compliance with the conditions there imposed, most 
favored nation treatment in respect of the exploration for and exploi- 
tation of mineral resources; provided that neither Party shall be re- 
quired to grant rights and privileges in respect of the mining of coal, 
phosphate, oil, oil shale, gas and sodium on the public domain, or in 
respect of the ownership of stock in domestic corporations engaged 
in such operations, greater than its nationals, corporations and associ- 
ations receive from the other Party. 

“Tt is understood, however, that neither High Contracting Party 
shall be required by anything in this paragraph to grant any applica- 
tion for any such right or privilege if at the time such application is 
presented the granting of all similar applications shall have been 
suspended or discontinued.” 

Very truly yours, For the Secretary of State: 
Francis B. Sayre
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711.822/8 | 

The Secretary of State to the Minister in Liberia (Walton) 

No. 61 Wasuincron, November 15, 1987. 

Sir: The receipt is acknowledged of your unnumbered despatch of 
August 14, 1937, transmitting the Liberian counter proposals for a 

treaty of friendship, commerce and navigation between the United 
States and Liberia. | 

The Department has examined these counter proposals in a spirit 
of friendly cooperation and has endeavored to accept as many of them 
as possible. Its comment follows: 

Article III 

This Government accepts the proposal of the Liberian Government 
to insert the word “lawfully” after the word “other” in the fourth 
line of this article. The revised article would read as follows: 

“The dwellings, warehouses, manufactories, shops, and other places 
of business, and all premises thereto pertaining of the nationals of each 
of the High Contracting Parties in the territories of the other, law- 
fully used for any purposes set forth in Article I, shall be respected. 
It shall not be allowable to make a domiciliary visit to, or search of 
any such buildings and premises, or there to examine and inspect 
books, papers, or accounts, except under the conditions and in con- 
formity with the forms prescribed in the laws, ordinances and regu- 
lations for nationals of the state of residence or nationals of the nation 
most-favored by it.” 

Article IV 

_ The Liberian Government inquires under what circumstances a fur- 
ther prolongation would seem desirable of the three-year period which 
would be allowed to nationals of one of the High Contracting Parties 
to dispose of real property in the territory of the other which they 
would inherit were they not barred on the ground of alienage from 
inheriting such land. The Liberian Government also asks what ad- 
ditional period would be regarded as a reasonable prolongation. 

To both questions it must be answered that the circumstances of the 
particular case would control. It may happen that an estate is in- 
volved or so encumbered by liens that the period of three years may 
not be a sufficiently fair period of time in which to dispose of the 
property. An acutely depressed market for the sale of real property 
may in certain circumstances also be a ground for further prolonga- 
tion of the period, within the discretion of the appropriate court. 

Article VIII 

The Liberian Government suggest an exception to the most-favored- 
nation clause providing that it does not apply to “such treaties for
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reciprocal trade that have been made or may in future be made with 
any further state; and treaties to facilitate the payment of foreign 
debts”. 

The Department cannot agree to such sweeping exceptions to the 
scope of the most-favored-nation clause. Indeed, it is a cardinal 
principle of the present commercial policy of the Government to 
extend to all countries which do not discriminate against it, the con- 
cessions and duties and other import restrictions made in trade agree- 
ments. | | 

_ The Department wishes to emphasize the fundamental importance 
of the most-favored-nation principle as an effective instrument for 
the reduction of barriers to trade. The Liberian Government is no 
doubt fully aware of the disastrous consequences which have resulted 
from the growth of trade barriers since 1929. The continued existence 
of severe restrictions on trade and particularly the existence of dis- 
criminations still gravely retards economic recovery. The conse- 
quences of these restrictions and discriminations are serious for the 
trade of all countries and especially so for small nations which are 
still striving to recover from the financial difficulties which developed 
during the depression. 

This Government is now engaged in a program of reduction of 
trade barriers through trade agreements and commercial treaties. 
These instruments are broadly of two types: 

1. Under the trade agreements, concessions relating to tariff duties 
and other restrictions upon specified products are made by both parties 
to each agreement. These concessions are accompanied by an under- 
taking by each party to give unconditional most-favored-nation treat- 
ment to the trade of the other. It follows that if either party to the 
agreement should make any concessions to a third country, such con- 
cessions would also be extended to the other party. Fifteen agreements 
have already been made on this basis. 
__2. The second type of agreement contains mutual pledges of uncon- 
ditional most-favored-nation treatment without concessions relating 
to particular commodities. Through commercial treaties and agree- 
ments of this type the United States guarantees to the other country 
that concessions made by the United ‘States to third countries in 
agreements of the first type will be extended to the other party. An 
exception is made by the United States only in the case of concessions 
to Cuba. In return, the United States receives similar assurance 
with regard to agreements which the other party may make with 
third countries, sometimes with minor exceptions. 

It is for this reason that the United States has proposed the 
inclusion of the unconditional most-favored-nation clause in the pro- 
posed treaty with Liberia. Clearly the exceptions proposed by the 
Liberian Government are of so sweeping a nature that they would 
render the clause largely ineffective in its application to the trade 
between the two countries.
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There are commercial treaties or agreements in force between the 
United States and twenty-nine other countries containing the uncon- 
ditional most-favored-nation clause. <A list describing them appears 
on pages 18-21 of the enclosed copy of Zreaty Information Bulletin 
No. 95, August, 1937. None of these treaties or agreements contains 
an exception such as has been proposed by the Liberian Government. 

It is manifest that concessions generalized through the most- 
favored-nation clause will result in a far greater reduction of trade 
barriers generally than would result from concessions made exclusively 
to one country or a limited group of countries. There could be no 
doubt that widespread acceptance and application of the unconditional 
most-favored-nation principle is essential to the removal of those 
obstacles to trade which are now impeding world recovery. 

The United States is endeavoring to secure the cooperation of all 
other countries in its program for the removal of all discriminations 
and the liberalization of trade barriers generally. A practical con- 
tribution toward that end by the United States has been made by 
duty reductions, effected through trade agreements, on imports con- 
stituting approximately 25 to 30% of total dutiable imports into the 
United States. 

This Government would be happy to have the Liberian Government 
associated with it in the broad program of the liberalization of 
measures affecting international trade. It is felt that the acceptance 
by the Liberian Government of the unconditional most-favored-nation 
clause, without sweeping exceptions, would be a valuable contribution 
toward that program. 

Article IX 

The Liberian Government suggests the addition to the provision 
that quotas are to be allocated on the basis of a representative period 
of the condition “provided one of the High Contracting Parties shall 
accord to the other High Contracting Party similar reciprocal con- 
siderations as may be granted by any third country”. 

This Government believes that quotas should be allocated without 
condition on the basis of a previous representative period. To require 
the payment of “equivalent compensation” for equitable treatment 
in the matter of quotas is to render the provision nugatory. There 
are sixteen trade agreements now in force between the United States 
and other countries and in so far as they deal with quotas they embody 
the principle of unconditional allocation on the basis of imports in a 
previous representative period. | 

The changes in phraseology suggested for the last sentence of 
Article IX are acceptable. .
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Article X a | a 

The Liberian Government requests a definition of the term “non- 
commercial transactions used in connection with the article concerning 
the transfer of foreign exchange”. | a | - 

Commercial transactions may be taken to mean payments for goods, 
and payments incidental to the transportation of goods, such as 
freight and insurance. Non-commercial transactions refer to all 
other payments, for example, payments for loans, the interest on 
loans, and payments of the proceeds of estates. 

Article XIV oe 

The Liberian Government suggests the deletion of the second sen- 
tence of the article which provides specifically for national treatment 
of shipping in connection with tonnage and other taxes. It must be 
pointed out that the second sentence adds little to the principle enun- 
ciated in the first sentence which is apparently acceptable to the 
Liberian Government. The Department does not understand the 
objection to the second sentence if the first be acceptable. Moreover, 
it does not see that a guarantee of national treatment with respect to 
tonnage taxes will decrease current revenues and instructs you to 
inquire whether port and harbor dues are now higher on foreign than 
national vessels. 

The principle of national treatment of shipping was laid down in 
an act of Congress of March 3, 1815.° That policy has been in force 
between the United States and Great Britain for more than one hun- 
dred years as evidenced by Presidential Proclamation of October 5, 
1830,11 and Order in Council of November 5, 1830.17 It is embodied 
in a great number of treaties among the maritime powers and has 
been invariably included in the modern treaties of the United States 
touching navigation—(see, for example, commercial treaty with 
Germany 1923," Italy 1871 and Norway 19287). Itis to be hoped 
that the Liberian Government will subscribe to so widely accepted a 
principle. _ 

Article XVII 

This Government has examined with care the Liberian counter 

proposal for an article dealing with the juridical personality of cor- 
porations and associations. It is noted that the Liberian proposal 
restricts such recognition to commercial companies and associations. 

3 Stat, 224. | 
“4 Stat. 817. : 
% British and Foreign State Papers, vol. xvii, p. 893. 
18 Signed at Washington, December 8, 1923, Foreign Relations, 1923, vol. 11, p. 29. 
“4 Signed at Florence, February 26, 1871, Malloy, 7'reaties, 1776-1909, vol. 1, 

P Sioned at Washington, June 5, 1928, Foreign Relations, 1928, vol. 111, p. 646.
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You are, of course, aware of the very great assistance afforded to the 
Republic of Liberia by American missionary agencies particularly 
in educational and medical activities. It would seem appropriate 
to recognize the juridical personality of missionary and other non- 
profit societies in a treaty covering the basic relations between the 
two countries. You are instructed, therefore, to point out to the 

Liberian authorities the lively interest which this Government takes 
in these matters and to endeavor to secure agreement to the original 
proposal which, by its very nature, could not be burdensome to either 
Party. 

Article XXI 

The Liberian Government suggests the addition of the words “or 
such areas as may be excluded from visit by law, military order or 
other regulations” after the word “territories” in the tenth line of 
the first paragraph. 

The Department agrees in principle with this change but desires 
to have it expressed in the following form: 

“There shall be complete freedom of transit through the territories 
including territorial waters of each High Contracting Party on the 

| routes most convenient for international transit, by rail, navigable 
waterway, and canal, other than the Panama Canal and waterways 
and canals which constitute international boundaries, to persons and 
goods coming from, going to or passing through the territories of 
the other High Contracting Party, except such persons as may be 
forbidden admission into its territories or goods of which the. impor- 
tation may be prohibited by law or regulations, provided that the 
foregoing shall not be construed to prevent either High Contracting 
Party from excluding aliens from special areas within its territories 
closed to visit by law, military order or regulations.” 

The Liberian Government desires that the second paragraph of this 
article read as follows: | | a 

“Persons and goods in transit, shall not be subjected to any transit 
duty, or*to any unnecessary delays or restrictions, or to any discrimi- 
nation as regards charges, facilities or any other matter higher than 
that imposed upon the most favored nation”. oS 

It is suggested that it may be preferable to word the paragraph as 
follows: a 

“Persons and goods in transit shall not be subjected to any transit 
duty, or to any unnecessary delays or restrictions, or to treatment as 
regards charges, facilities or any other matter less favorable than 
that accorded to the most favored nation”. 

In lieu of the existing fourth paragraph of this article which 
provides that transit charges shall be reasonable, the Liberian Gov- 
ernment proposes a statement recognizing that goods in transit, when
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warehoused or otherwise stored, shall be subject to storage charges. 
It would seem desirable to have both provisions and accordingly the 
Department authorizes you to accept the Liberian proposal followed 
by the original sentence constituting the fourth paragraph of this 
article. ; 

Article XXVI 

The Liberian Government suggests the inclusion of arbitration 
provisions in this treaty. This Government has not heretofore in- 
cluded arbitration provisions in its treaties of friendship, commerce 
and navigation. It would seem, moreover, that the arbitration con- 
vention between the United States and Liberia signed at Monrovia 
February 10, 1926, which is still in force, would be adequate to 
govern the situation. The Department, of course, would be glad to 
consider proposals for the revision of that convention if it is deemed 
necessary. 

Article XXVII 

The Department agrees to the proposal that the exchange of rati- 
fications take place at Monrovia. 

Very truly yours, CorpeLL Hui. 

711.822/15 : Telegram 

The Minister in Liberia (Walton) to the Secretary of State . 

7 Monrovia, December 16, 1937—5 p. m. 
| [Received December 16—2: 30 p. m.] 

45. Department’s telegram No. 37, December 11, 3 p.m.” In con- 
nection with the Department’s instruction No. 61, November 15, Li- 
berian Government accepts counterproposals but desires to know 
whether or no article 14 implies to waive port and harbor dues on 
American vessels calling at Liberian ports and vice versa. If it does 

not, Liberian Government is ready to conclude and sign commercial 

treaty. : , 

In connection with Department’s telegram No. 29, Nov. 18, Li- 

berian Government has accepted counterproposals.* I am awaiting 

instructions. | 
WaLTon 

* Foreign Relations, 1926, vol. m1, p. 597. 
* Not printed. 
%* Regarding consular convention. See undated telegram No. 72 from the 

Minister in Liberia, p. 811.
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711.822/15 : Telegram . 

The Secretary of State to the Minister in Liberia (Walton) 

, Wasuineton, December 18, 1937—3 p. m. 

41. Your no. 75, December 16,5 p.m. Article 14 does not require 
the waiving of port and harbor dues. It requires that such dues in 
the ports of each country shall be the same on vessels of the other 
country as on its own vessels. 

The Department will engross final texts of commercial and consular 
treaties and forward them as soon as practicable. | 

Hv 

PROPOSED CONSULAR CONVENTION BETWEEN THE UNITED STATES 
AND LIBERIA 

711.8221/1 7 

The Secretary of State to the Minister in Liberia (Walton) 

No. 45 WASHINGTON, July 7, 1937. 

Sir: With reference to the Department’s mail instruction No. 43 
of June 22, 1937,7° there are enclosed two copies of a preliminary 
draft of a consular convention between the United States and Liberia. 
The draft is identical with drafts recently proposed by the United 
States to several other countries and is based upon the consular pro- 
visions of the Treaty of Friendship, Commerce and Consular Rights 
between the United States and Norway, signed June 5, 1928 (Treaty 
Series No. 852). Two copies of this treaty are enclosed. 

The differences between the enclosed draft and the treaty with 
Norway are largely the result of rearrangement and editing, but 
two variations from the treaty with Norway are especially worthy 
of note. 

Article ITI of the draft treaty, which corresponds to Article XVIII 
of the treaty with Norway, does not contain the phrase “levied upon 
their person or upon their property” which appears in the Norwegian 
treaty. Since this phrase has been interpreted by the Treasury De- 
partment so as to prevent the exemption from the payment of taxes in- 
cluding excise taxes on liquor imported by foreign consular officers, 
it is necessary to avoid its use in order to accord the full exemption 
which is desired. 

You will also observe that a new stipulation occurs in Articles III 
and IV of the draft. This is to give effect to the Department’s desire 
to obtain exemption from taxation and free entry privileges for such 
officers of this Government as medical officers of the United States 

” Ante, p. 786. 
* Foreign Relations, 1928, vol. 1, p. 646.



LIBERIA 805 

Public Health Service, and representatives of the Department of 
Labor who are occasionally assigned to American consulates to assist 
in carrying on regular functions. The exemption which the De- 
partment seeks for such officers would, of course, be accorded to the 
corresponding officers of foreign governments. 

Very truly yours, For the Secretary of State: 
Wipor J. Carr 

[Enclosure] 

Draft Articles of Proposed Consular Convention 

ARTICLE I 

Each of the High Contracting Parties agrees to receive from the 
other, consular officers in those of its ports, places, and cities, where 
it may be convenient and which are open to consular representatives 
of any foreign country. 

Consular officers of each of the High Contracting Parties shall, 
after entering upon their duties, enjoy reciprocally in the territories 
of the other all the rights, privileges, exemptions and immunities 
which are enjoyed by officers of the same grade of the most favored 
nation. As official agents, such officers shall be entitled to the high 
consideration of all officials, national or local, with whom they have 
official intercourse in the State which receives them. 

The Government of each of the High Contracting Parties shall fur- 
nish free of charge the necessary exequatur of such consular oflicers 
of the other as present a regular commission signed by the chief ex- 
ecutive of the appointing State and under its great seal; and they 
shall issue to a subordinate or substitute consular officer duly ap- 
pointed by an accepted superior consular officer with the approbation 
of his Government, or by any other competent officer of that Govern- 
ment, such documents as according to the laws of the respective 
countries shall be requisite for the exercise by the appointee of the 
consular function. On the exhibition of an exequatur, or other docu- 
ment issued in lieu thereof to such subordinate, such consular officer 
shall be permitted to enter upon his duties and to enjoy the rights, 
privileges and immunities granted by this Convention. 

Articis IIT 

Consular officers, including employees in a consulate, nationals of 
the State by which they are appointed, other than those engaged in 
private occupations for gain within the State where they exercise 

Only the articles about which there were later negotiations are printed 
Chane os remaining articles are the same as the final text except for incidental
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their functions, shall be exempt from all taxes, National, State, Pro- 

vincial and Municipal, except taxes levied on account of the possession 
or ownership of immovable property situated in, or income derived 

from property of any kind situated or belonging within the territories 

of the State within which they exercise their functions. AIl consular 

officers and employees, nationals of the State appointing them, shall 

be exempt from the payment of taxes on the salary, fees or wages 

received by them in compensation for their consular services. 

The exemptions of the foregoing paragraph shall apply equally to 

officials who are duly appointed by one of the High Contracting 

Parties to exercise essential governmental functions in the territory 

of the other High Contracting Party, provided that such officials 

shall be nationals of the State appointing them and shall not be en- 

gaged in private occupations for gain within the country to which 
they are accredited. The State appointing them shall communicate 
to the other State satisfactory evidence of the appointment and shall 

indicate the character of the service of the officials to whom the exemp- 

tions of this Article are intended to apply. 
The Government of each High Contracting Party shall have the 

right to acquire and own land and buildings required for diplomatic 

or consular premises in the territory of the other High Contracting 

Party and also to erect buildings in such territory for the purposes 
stated subject to local building regulations. 

Lands and buildings situated in the territory of either High Con- 

tracting Party, of which the other High Contracting Party is the 
legal or-equitable owner and which are used exclusively for govern- 

mental purposes by that owner, shall be exempt from taxation of every 
kind, National, State, Provincial and Municipal, other than assess- 

ments levied for services or local public improvements by which the 

premises are benefited. 

Articte IV 

Each of the High Contracting Parties agrees to permit the entry 

free of all duty and without examination of any kind, of all furni- 

ture, equipment and supplies intended for official use in the consular 

offices of the other, and to extend to such consular officers of the 

other and their families and suites as are its nationals, the privilege 
of entry free of duty of their baggage and all other personal property 
whether accompanying the officer, his family or suite, to his post or 
imported at any time during his incumbency thereof; provided, 

nevertheless, that no article, the importation of which is prohibited 

by the law of either of the High Contracting Parties, may be brought 

into its territories. a
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The exemptions of the foregoing paragraph shall apply equally 
to officials who are duly appointed by one of the High Contracting 
Parties to exercise essential governmental functions in the territory 
of the other High Contracting Party, provided that such officials 
shall be nationals of the state appointing them and shall not be 
engaged in private occupations for gain within the country to which 
they. are accredited. The state appointing them shall communicate 
to the other satisfactory evidence of the appointment and shall indi- 
cate the character of the service of the officials to whom the exemp- 

tions of this Article are intended to apply. 
- It is understood, however, that this privilege shall not be extended 

to officers who are engaged in any private occupation for gain in the 
countries to which they are accredited, save with respect to Govern- 

mental supplies. 
ARTICLE VI | 

‘Consular officers of either High Contracting Party, nationals of 
the State by which they are appointed, may, within their respective 
consular districts, address the authorities concerned, National, State, 
Provincial or Municipal, for the purpose of protecting their country- 
men in the enjoyment of their rights accruing by treaty or otherwise. 
Complaint may be made for the infraction of those rights. Failure 
upon the part of the proper authorities to grant redress or to accord 
protection may justify interposition through the diplomatic channel, 
and in the absence of a diplomatic representative, a consul general or 
the consular officer stationed at the capital may apply directly to the 
Government of the country. _ | 
~ Consular officers shall have the right to interview, to communicate 
with, and to advise their countrymen within their consular district; 
to visit any of their countrymen who are imprisoned or detained by 
authorities of the State in which they exercise their consular func- 
tions; to assist them in proceedings before or relations with such 
authorities; and to inquire into any incidents which have occurred 
within the consular district affecting the interests of their countrymen. 

Nationals of either of the High Contracting Parties shall have the 
right at all times to communicate with the consular officers of their 

country. 

Articte XIT 

~All proceedings relative to the salvage of vessels of either High 
Contracting Party wrecked upon the coasts of the other shall be di- 
rected by the consular officer of the country to which the vessel belongs 
and within whose district the wreck may have occurred. Pending the 
arrival of such officer, who shall be informed immediately of the 
occurrence, the local authorities shall take all necessary measures
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for the protection of persons and the preservation of wrecked prop- 
erty. The local authorities shall not otherwise interfere than for 
the maintenance of order, the protection of the interests of the salvors, 
if these do not belong to the crews that have been wrecked and to 
carry into effect the arrangements made for the entry and exportation 
of the merchandise saved. It is understood that such merchandise 

is not to be subjected to any customhouse charges, unless it be intended 
for consumption in the country where the wreck may have taken place. 

The intervention of the local authorities in these different cases 
shall occasion no expense of any kind, except such as may be caused by 

the operations of salvage and the preservation of the goods saved, 
together with such as would be incurred under similar circumstances 
by vessels of the nation. 

ARTICLE XIV 

The present Convention shall be ratified and the ratifications thereof 
shall be exchanged at ....... The Convention shall take effect 

in all its provisions thirty days from the day of the exchange of 
ratifications and shall remain in full force for the term of ten years 
thereafter. 

If within six months before the expiration of the aforesaid period 
of one year neither High Contracting Party notifies to the other an 
intention of modifying, by change or omission, any of the provisions 
of any of the Articles in this Convention or of terminating it upon 
the expiration of the aforesaid period, the Convention shall remain 
in full force and effect after the aforesaid period and until six months 
from such a time as either of the High Contracting Parties shall have 
notified to the other an intention of modifying or terminating the 
Convention. 

In witness whereof the respective Plenipotentiaries have signed 

this Convention and have affixed their seals thereto. 
_ Done in duplicate, at.......this.....day of ..... in 

the year one thousand nine hundred and thirty-seven. | 

711.8221/8 

Lhe Minister in Liberia (Walton) to the Secretary of State 

No. 187 Monrovia, October 17, 1937. 

[Received October 380. ] 

Sir: Referring to my telegram No. 45, October 12, 11 a. m.,23 I have 
the honor to transmit herewith changes suggested by the Liberian 

' * Not printed. |
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Government in the draft Consular Convention between the United 
States of America and the Republic of Liberia. 

For the sake of clarity it is asked that substitutions be made on page 
2,4 article 1, paragraph 3, lines 1-11, also for the same reason on page 
4, article 8, paragraph 2, and page 6, article 4, paragraph 2. In 
connection with page 6, article 4, paragraph 2, the Liberian Govern- 
ment wishes it specifically understood while exemptions will be allowed 
consular officers, that under no circumstances are citizens of the 
United States serving as Liberian officials, such as specialists and 
fiscal officers, to be accorded these privileges. 

On page 10, article 6, paragraphs 1 and 2 are phrased by the Liberian 
Government with a view to imposing limitations on the consul, making 
it incumbent for him in his efforts to protect the rights of his nationals, 
to pursue all remedies provided by law before he resorts to interven- 
tion through diplomatic channels. 

On page 20, article 14, paragraph 1, the Liberian Government is 
desirous that the Convention shall remain in force for the term of 
5 years instead of 10 years and refers to the treaty with Norway which 
is for 3 years. It is assumed that in paragraph 2 of this article, 
second line, “one year” is a typographical error and was intended 
to read “10,” 

. Respectfully yours, Lester A, Watton 

[Enclosure] 

Changes Suggested by the Liberian Government in the Draft Consular 
| | Convention 

Page 2, Article J Paragraph 3, lines 1-11 should be substituted by 
the following—‘No subordinate or substitute Consular Officers ap- 
pointed by a Superior Consular officer by either high Contracting 
Parties [Party] shall exercise their functions except they be author- 
ized thereto by such documents as according to the laws of their 
respective countries shall be requisite for the exercise by the appointee 
of the Consular functions. | 

Page 4, Article III Paragraph 2—After the word “exercise” on 
line 8 add “in its behalf” except clarification is made of the word 
“official” as employed in said paragraph. 
Page 6, Article IV Paragraph 2—After the word “exercise” on 

| line 3 add “in its behalf” except clarification is made of the word 
“official” as employed in said paragraph. 

* Page numbers refer to pagination of original instruction. 

982609—54——52 7
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Page 10, Article VI Paragraph 1—It must be recalled that the 
remedy provided by law should be pursued up to the tribunal of last 
resort before interposing through diplomatic channel. 

Paragraph 2—After the word “district” and the semicolon on. the 
third line add “and upon notification to the appropriate authority.” 

Page 18, Article XII Not in harmony with our Statutes relating 
to wrecks. See section 880 of Revised Statutes of Liberia. It is how- 
ever suggested that the following be substituted : 

Wrecks ‘Treaty of Norway, Page 24, Art. XXVII:*%— 

“All proceedings relative to the salvage of vessels of either High 
Contracting Party wrecked upon the coasts of the other shall be di- 
rected by the consular officer of the country to which the vessel belongs 
and within whose district the wreck may have occurred, or by some 
other person authorized thereto by the law of that country. Pending 
the arrival of such officer, who shall be immediately informed of the 
occurrence, or the arrival of such other person, whose authority shall 
be made known to the local authorities by the consular officer, the local 
authorities shall take all necessary measures for the protection of 
persons and the preservation of wrecked property. The local authori- 
ties shall not otherwise interfere than for the maintenance of order, 
the protection of the interests of the salvors, if these do not belong to 
the crews that have been wrecked and to carry into effect the arrange- 
ments made for the entry and exportation of the merchandise saved. 
It is understood that such merchandise is not to be subjected to any 
customhouse charges, unless it be intended for consumption im the 
country where the wreck may have taken place. 

The intervention of the local authorities in these different cases shall - 
occasion no expense of any kind, except such as may be caused by the 
operations of salvage and the preservation of the goods saved, together 
with such as would be incurred under similar circumstances by vessels 
of the nation.” 7 

Page 20, Article XIV Paragraph 1—It is suggested that the word 
“ten” on the sixth line be substituted by the word “five.” 

Paragraph 2—In lieu of the word “one” on the second line substitute 
the word “five.” a 

711,.8221/3: Telegram 

The Secretary of State to the Minister in Liberia (Walton) 

Wasuineron, November 18, 1937—5 p. m. 

29. Your despatch no. 187 of October 17, 1937. Page 2, Article 1. 
The Department is reluctant to accept Liberian Government’s proposal 
since it is not clear as to what objections they have to our draft. De- 
partment believes that lines 1 to 5 (up to semicolon) are indispensable. 
It asks for reconsideration by the Liberian Government of its position 

* Foreign Relations, 1928, vol. 111, p. 659.
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as to lines 5 to 11. If their objection is based on the idea that they 
should not be obliged to issue an exequatur or similar document to a 
consular officer of this Government who is personally objectionable 
to them, you are authorized to state that nothing in the treaty requires 
either High Contracting Party to grant an exequatur or similar docu- 
ment to a person who is persona non grata. ‘This statement may be 
made in writing if the Liberian Government so desires. 

Department accepts all other changes made in pages 4, 6, 10, 18 
and 20. It also accepts the clarification made with respect to the 
word “official” and states that it did not intend to obtain customs or 
tax exemptions for American citizens employed by the Liberian 
Government. 

Page 10, Article 6. The Department concurs in the statement of the 
Liberian Government, since it is well understood that, under normal 
conditions, and subject to exceptions recognized in international law, 
the remedy provided by law should be pursued up to the tribunal of 
last resort before interposition through diplomatic channels is justi- 
fied. You should state this in a note to the Liberian Government. 
‘The Department relies upon you to assure that the final text is in 

exact accordance with agreement reached and to advise it when com- 
plete agreement has been reached. Full power being prepared and 
will be sent by air mail. You will postpone signature until it reaches 
you or you are further instructed. 

| | Hun 

711.8221/6: Telegram 

_ The Minister in Liberia (Walton) to the Secretary of State 

: Monrovia [undated ]. 
me oe [Received December 12, 1937—5 : 20 p. m.] 

72. Your 37, December 11, 3 p. m.2 Liberian Government has ac- 
cepted all counter proposals relative to consular convention. Expect 
to secure similar action with respect to commercial treaty.” I have 
never had any intention of concluding and signing treaties unless I 
strictly adhered to the Department’s instructions. 

| WALTON 

TREATY OF EXTRADITION BETWEEN THE UNITED STATES AND 

LIBERIA, SIGNED AT MONROVIA, NOVEMBER 1, 1937 

[For text of treaty, see Department of State Treaty Series No. 
955, or 54 Stat. 1733. ] | 

* Not printed. 
"See pp. 785 ff.
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REPRESENTATIONS BY THE UNITED STATES REGARDING LIBERIAN 

CUSTOMS REGULATIONS AFFECTING FREE ENTRY PRIVILEGES FOR 

MISSIONARIES AND DIPLOMATIC OFFICERS 

882.1163/44; Telegram 

The Secretary of State to the Minister in Liberia (Walton) 

WasHineoTon, February 4, 1937—4 p. m. 

6. Please submit full report by mail on recent Executive Order 
revoking privileges of free entry for personal and other effects 
hitherto, according to Department’s information, granted American 

missionaries in Liberia. 
Huy 

882.1163/46 

The Minister in Liberia (Walton) to the Secretary of State 

No. 86 MonroviA, March 6, 1937. 
[Received April 3. | 

Sir: I have the honor to acknowledge receipt of the Department’s 

telegram No. 6, February 4, 4 p. m., requesting a full report by mail 
on the recent Executive Order revoking privileges of free entry for 
personal and other effects granted American missionaries in Liberia. 

In this connection I first wish to state that the present misunder- 
standing primarily exists because of the obvious ambiguity of the 
present tariff law dealing with mission importations under Schedule 
35 (@) passed by the Liberian Legislature in 1935. This law was 
drawn up by the Economic Adviser. The only reference contained 

therein to the subject herein discussed reads: “Free gifts missionary 
and charitable”. No corollary follows setting forth explicitly and 
definitely when missionaries are not to enjoy the privileges of free 

entry. 

Previously the Government operated under the Customs Tariff 
Act of 1922-23, relating to materials for school houses, colleges and 
churches, and reads: “Materials, clothing for free gifts for missionary 

purposes. Note: Separate entries are required for goods imported 
for the use of the Government of Liberia. Such entries will be 
attested by head of the Department for which the goods are intended. 
Similar conditions apply to the importation of goods for educational 
establishments and churches. Goods for the personal use of mis- 
sionaries, principals and teachers of colleges and schools are not free 
of duty.” (the underscoring is mine). 

Following the passage of the new tariff act of 1935, because of its 
lack of clarity relative to missionaries, interpretations varied as to the 
full import of: “Free Gifts, missionary and charitable.” It might
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have meant: (1) Gifts to individual missionaries, regardless of use 
to which they were to be put; (2) gifts to Missions, whether for 
general use or for personal consumption by missionaries; (3) gifts by 
Missions to Liberians in connection with schools, hospitals, et cetera. 

The Collector of Customs at the Port of Monrovia was of the 
opinion that since salaries and all funds for missions are gifts from 
churches and individuals, even though such funds come through a 
Mission Board, all importations for missions and missionaries were 
free of duty regardless of whether articles were for personal use or 
for general mission purposes. This ruling, later declared too broad 
and inclusive, especially in the light of previous legislation on the 
subject, occasioned much rejoicing among missionaries. At other 
ports in the country, however, different interpretations were rendered 
resulting in inevitable inequality of treatment. 

This lack of uniformity of interpretation created so much con- 
fusion for all directly concerned that the Financial Adviser was 
appealed to for clarification. In March 1936, he held that goods for 
general mission purposes will be admitted free; that gifts to indi- 
vidual missionaries would be admitted free, but that goods ordered 
by individuals were dutiable and to be paid for from their personal 
funds. 

This ruling was productive of numerous unforeseen complications 
between Collectors of Customs and missionaries, and in December, 
1936, the Acting Financial Adviser was called on for further eluci- 
dation. His views, in the main, were similar to those of the Financial 
Adviser. However, before issuing written instructions he deemed 
it advisable to secure the approval of the President of Liberia, who 
was implacable in his maintenance that all articles for personal use 
of missionaries, whether gifts or purchases, should be dutiable. 

In conformity with the President’s ruling, the Acting Financial 
Adviser issued Administration Circular No. 5, which is enclosed 
herewith. 

The circular aroused a storm of protests from American mission- 
aries, some of whom called on me and registered their emphatic dis- 
approval. The head of one educational institution at Monrovia 
threatened to resign, and I persuaded him, before taking such a step, 
to communicate with his Board of Trustees in the United States, 
and I gave assurance I would engage in conversations with the rep- 
resentatives of the Liberian Government regarding the circular. 
Another missionary pointed out to me that $94.62 had been recently 
paid to the Collector of Customs at the Port of Monrovia for food- 
stuffs received, of which amount $48.06 was for duty under Schedule 
35 (d) and $46.56 for emergency tax; and that on a quilt sent as a 
gift $6.40 had been paid.
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In consequence of these and other protestations, I consulted the 
Acting Financial Adviser, who was good enough to explain fully the 
situation. ee 

It can be said without fear of successful contradiction, that Admini- 
strative Circular No. 5 is also lacking in perspicuity. It is difficult 
to determine whether certain articles, such as groceries, are for general 
mission use or for the personal use of the staff. When the head of 
the mission declares that groceries, building material, school supplies, 

| medicine and hospital supplies are for general use, they are entered 
free. Even Customs officials at times are puzzled as to the entry of 
medicine. Most of the hospitals charge fees; however, it is reasoned 
by the authorities that such small fees are collected, they do not change 
the general character of the hospitals as charitable institutions. 

The unalterable position assumed by the Liberian Government, at 
least since 1922, is that goods for the personal use of individual mis- 
sionaries are dutiable. Iam cognizant of the President’s intransigency 

on this moot issue. Under the circumstances, I question the advis- 
ability and the opportuneness of missionaries pressing their claim 
for a more favorable interpretation of the Custom Law. 

Respectfully yours, Lester A. Watton 

. [Enclosure] . . 

: Liberian Administrative Circular No. 6—1936 - | 

Subject: Tariff Interpretation of Section (d) of Article 35 of the 
Tariff Act of 1935, relating to importation of Mission goods. 

1—The above mentioned provision shall be interpreted as follows: 

(a) Goods for general Missionary purposes, not for sale or ex- 
change, are free of duty. Goods for the personal use and consumption 
of Missionaries, or for exchange, are subject to duty. . 

(6) Gifts from churches and societies to individual Missionary or 
Missionaries are dutiable. 

(c) Goods ordered by individual Missionaries for their personal 
consumption or which are to be paid for from their personal funds 
are dutiable. 7 

2—This circular cancels all previous circulars, orders, or interpre- 

tations on this subject. It is not retroactive. 
| (signed) Joun A. Dunaway 

Acting Financial Adviser, Rf. L, 
Approved: 

(Sgd.) Epwin Barcray, | 
President of Liberia. |
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882.1168/49 

_ Lhe Secretary of State to the Minister in Liberia (Walton) 

No. 46 Wasuineron, July 30, 1937.. 

Sir: The Department has received your despatch No. 86 of March 
6, 1937, reporting the circumstances which prompted the issue of the 
Liberian Executive Order No. 5, 1986, revoking the privilege of free 
entry for personal effects as previously enjoyed by American mission- 
aries in Liberia. 

It is a matter of regret to the Department that the Liberian Govern- 
ment should have given to Schedule 35 (d) of the tariff law of 1935. 
an interpretation which seems to place an additional hardship upon 
American nationals whose sole purpose in going to Liberia is to de- 
vote themselves to the welfare of the people of that country and whose 
services are given at great personal sacrifice. These services are,. 

as the Liberian Government is no doubt aware, accompanied also: 
by very substantial contributions in money from the various mis- 
sionary societies in the United States. 

In view of these circumstances and also of the fact that the word- 
ing of the tariff law of 1935 apparently admits a more liberal inter- 
pretation than has been put upon it by Executive Order No. 5, the 
Department would be very pleased to learn that the Liberian Govern- 
ment is disposed to reconsider its action and to afford American 
missionaries a measure of relief from the new burden placed upon 
their very limited personal resources. Especially as regards the im- 
portation of food, clothing, household goods and other necessities 
which the missionaries are unable to procure locally, the Department 
entertains the hope the Liberian Government may find it possible to 
relax the effect of the present interpretation of the law. . 

You are requested, therefore, to discuss this matter informally with 
the Secretary of State and to inform him of the views of the Depart- 
ment. You may suggest to him, moreover, that special customs exemp- 
tions for religious and philanthropic missions are by no means excep- 
tional, and that only recently this Government has arranged with the 
French Government a modification and liberalization of the customs 
regulations which apply to American missions in Syria.” 

The Department will await with interest the report of your discus- 
sion of this matter with the Liberian authorities. 

Very truly yours, For the Secretary of State: 

SUMNER WELLES 

* See Foreign Relations, 1936, vol. 11, pp. 460 ff.
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382.1163/49 : 

The Chief of the Division of Near Eastern Affairs (Murray) to the 
Minister in Liberia (Walton) 

| Wasuineton, July 30, 1937. 

My Dear Mr. Minister: An instruction” is going forward by 
next pouch regarding the revocation of customs exemptions enjoyed 
in the past by missionaries in Liberia, a matter about which you 

reported at length in your despatch of March 6, last. 
Dr. Jones of the Phelps-Stokes Fund has recently written to Mr. 

McBride® expressing again the concern and keen disappointment 
of the Advisory Committee on Education in Liberia at the action of 
the Liberian Government in placing so heavy a strain upon the modest 
salaries of missionaries. 

It is my own belief that the Liberian Government should not be 
unmindful of the very generous contributions in services and money 
which are being made by Americans to Liberia. Nine missionary 
organizations, for which facts are available, have contributed in the 
past year $133,000, for work in Liberia. They expect to increase that 
sum substantially when circumstances permit. They also maintain 
at present in Liberia 66 American workers, besides three or four times 
as many Liberians. Three other missionary societies, for which fig- 
ures are not available, also make substantial contributions and main- 
tain a considerable number of American and Liberian teachers and 
workers. It seems to me that these facts (not to mention the proposed 
gift of $8,000 worth of motor buses) constitute a genuine claim upon 
the Liberian Government for its considerate treatment of Americans 
living in Liberia. 

There is also another very important consideration which ought 
not to be ignored, namely that the nine mission boards mentioned 
above represent an adult membership of American citizens numbering 
almost eleven million persons. It is these people who take the most 
lively interest in Liberia and are most active in keeping unimpaired 
the traditional American friendship for Liberia. It would be a great 
pity if their strong sympathies for Liberia should be alienated by in- 

considerate treatment of American nationals. 
In the official instruction which will go forward at the same time 

as this letter reference is made to the arrangements recently made 
with the French Government regarding customs exemption for Ameri- 
can missionary, educational and philanthropic institutions in Syria. 
Under that arrangement, and the regulations issued in connection 
therewith, individuals and institutions are permitted to bring in free 

*® Supra. 
° Haz-ry A. McBride, Assistant to the Secretary of State.
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of duty all classes of merchandise, including food and clothing, re- 
quired for the functioning of their organizations, but a maximum 
limit is set for each class of institution. Thus in the case of institu- 
tions of higher learning such as the American University of Beirut, 
the maximum amount on which free entry is permitted is twenty-five 
Syrian Pounds per year per student. (A Syrian Pound equals twenty 
French francs or approximately $0.75 at the present rate of exchange.) 
Since the University has over a thousand students it is evident that 
the total customs exemption permitted amounts to a considerable 
sum. Again, in the case of missionaries a maximum limit is set to 

the amount which they may import free of duty annually. These 
various limits are high enough to permit the American institutions 
and their personnel in Syria to carry on their work without hardship. 
At the same time the maximum amount set prevents excessive im- 
portations and protects the Government’s revenues. It occurs to me 
that it might be possible for you to work out a compromise along the 
lines of the precedent set in Syria. Thus each missionary and member 
of his immediate family might be given customs exemption on food- 
stuffs, wearing apparel, et cetera, to the extent of, say $200 per annum, 
or whatever amount might appear to be reasonable and fair to all 
concerned. 

I am offering these personal views for your consideration in the 
hope that you may find them useful in preparing to bring this matter 
informally to the attention of the Liberian Government. 

Sincerely yours, Watiace Murray 

882.1163 /55 | 

Lhe Minister in Liberia (Walton) to the Chief of the Division of Near 
Eastern Affairs (Murray) 

" Monrovia, September 7, 1937. 
My Drar Mr. Murray: Your letter of July 30, relative to Liberia’s 

revocation of privileges to American missionaries of free entry for 
personal effects was received and read with interest. In accordance 
with instructions, I am taking up this matter with Secretary of State 

Simpson, acquainting him with the Department’s views and also ar- 
rangements in Syria to which you refer. 

I sought to make clear in my despatch No. 86 of March 6, 1987, 
that at no time has it been the intention of the Liberian Government 
to extend missionaries privilege to receive their personal effects in 
this country duty free; and that for only a time in 1986, due to a 
misinterpretation of the new revenue act, was such consideration shown 

them by some Liberian customs collectors.
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In former conversations with Liberian officials on behalf of Ameri- 
can missionaries it was pointed out to me that the Liberian Govern- 
ment if disposed, could demand reimbursement of missionaries for 
what they termed “duty arrears” due the Government in 1936. 

For quite a number of years I have been closely associated with my 
good friend, Dr. Thomas Jesse Jones of the Phelps-Stokes Fund, and 
members of the Advisory Committee on Education in Liberia. I am 
sincerely interested in doing all in my power to serve American mis- 
slonaries in every way possible. 

Unfortunately, high Liberian officials do not always share the same 
views as you and I with respect to the value of services rendered by 
missionaries. I am doing all I can to counteract this attitude. 

May I take this opportunity to express the hope that the Republic 
of Liberia, now-in your division, will continue to progress and live up 
to the expectation of our Government. 

Sincerely yours, Lester A. Warton 

682,00241/2 

The Minister in Liberia (Walton) to the Secretary of State 

No. 147 Monrovia, November 17, 1937. 
[Received December 7. ] 

Sir: I have the honor to report that Administrative Circular No. 5 
issued August 23, 1937 by the Financial Adviser, Republic of Liberia, 
with respect to free entry privileges granted diplomatic officers at 
Monrovia has been the subject of controversy. 

Under Regulation 26 of this circular, for the information of the 
Diplomatic Corps, notice was given that the following certification 
on entry form shall be signed by the chiefs of mission: 

“IT hereby certify that the goods, wares and merchandise herein 
described are imported for the use of the Legation of (name of coun- 
try), or officials thereof, and such goods, wares and merchandise will 
not be sold, exchanged or transferred to persons who are not entitled 
to free entry privileges. | 

(Signature). 
(Title)” 

Regulation 1 of this circular reads: 

“All importations for which free entry privilege is granted must 
be consigned to the entity for whom imported. Ocean bills of lading 
and Consular or other invoices must demonstrate proof of such con- 
signment. Unless importations are consigned as required by this 
Administrative Circular, free entry privileges will not be authorized.” 

At a meeting of the Diplomatic Corps in Liberia held Monday, 
September 6, a resolution was adopted advising the Liberian Govern-
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ment that Regulation 1 of Administrative Circular No. 5, 1987 would, 
if enforced, prove a great inconvenience and sometimes hardship to 
those representatives of foreign powers who enjoy the privilege of 
free entry at Liberian ports. The American Minister, as Doyen of 
the Diplomatic Corps, transmitted the resolution to the Secretary 
of State. | 

A few days later the American Minister informally discussed with 
President Barclay the objections which the members of the Diplomatic 
Corps raised against the regulation in question. At the time the 
President admitted that the argument advanced by me contained 
merits and asked if I would incorporate my views in an informal 
note and send to Secretary Simpson. This wasdone. A copy of the 
communication is enclosed.” 

T'wo months have elapsed since I transmitted this note to the Depart- 
ment of State. Upon inquiring what disposition the Liberian Govern- 
ment had made of the Diplomatic Corps’ protest, I have been 
repeatedly informed that the matter is still under advisement. 

On October 26, there was brought to Monrovia by an English 
mail boat 18 volumes of the League of Nations Treaty Series for the 
American Legation. When a representative of the American Legation 
presented the signed entry slip on which was typed: “I hereby certify 
that the above goods are for the American Legation or for my personal 
use” signed by me and bearing the official seal, the Collector of 
Customs refused to release the books stating that it would be necessary 
to sign the new regulation as provided by Administrative Circular 
No. 5, 1987. 

The American Minister took the position that the old phraseology 
was sufficient ; he saw no reason why he should certify that the books 
“would not be sold, exchanged or transferred to persons who are not 
entitled to free entry privileges.” He accordingly transmitted a for- 
mal note to the Department of State on the subject. 

The following day the American Legation was informed by the 
Parcel Post Clerk that the Customs Department waived the certifi- 
cation on the baggage slip. Thereupon the Legation received books 
without making any certification whatsoever. 

On November 3, an English cargo boat brought to Monrovia four 
cases of official stationery for the American Legation which had been 
transmitted by the Department of State at Washington. The Ameri- 
can Minister signed the certificate to the effect that the goods were for 
the Legation or for his use. Upon presentation of entry the Collector 
of Customs refused to turn over the goods, declaring he had received 
explicit instructions from the Financial Adviser that the American 
Minister would have to sign the new regulation. 

*! Not printed.
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On November 5, I transmitted a formal note to the Department of 
State registering emphatic protest against insistence that I certify 
official stationery sent by the Department of State to the American 
Legation “would not be sold, exchanged or transferred to persons who 
are not entitled to free entry privileges.” 

I have been implacable in my contention that the phraseology 
couched in Regulation 2b, Administrative Circular No. 5, 1987 is a 
reflection on the veracity of a diplomatic officer and that the wording 
of the old regulation is adequate. Following several informal con- 
versations with Secretary Simpson, on November 9, the official sta- 
tionery was turned over to the American Legation in pursuance to 
instructions from the Department of State. No certification was 
made by the American Minister pending settlement of’subject at 
issue. 

A formal note was received from Secretary of State Simpson on 
November 9, in reply to my note of October 25, in which he advised 
that the new customs requirements are equally specific in regard to 
Cabinet officers of the Government and that the Department of State 
has ascertained that the heads of the British and German representa- 
tions have complied with the requirements of Administrative Circu- 
lar No. 5, Regulation 20, without question or protest. 

In informally thanking Secretary Simpson for kindly interest shown 
in releasing the stationery, the American Minister asked to be in- 
formed what motivated the Financial Adviser to issue Regulation 26, 

Administrative Circular No. 5, 1987. 
I pointed out that I did not take exceptions to Regulation 2b as 

Doyen of the Diplomatic Corps, but as the American Minister. Hence 
the attitude of other foreign representatives at Monrovia in the prem- 
ises had no connection whatsoever with that assumed by the American 

Minister. 
I herewith enclose for the Department’s information copies of let- 

ters exchanged between the Foreign Office and the American 
Legation. 

Respectfully yours, Lester A. WALTON 

682.00241/3 : Telegram 

The Minister in Liberia (Walton) to the Secretary of State 

Monrovia, December 10, 1937—3 p. m. 
[Received December 10—12: 55 p. m.] 

69. Legislature passed bill allowing missionaries free entry on 

personal effects up to $150 yearly. 
WaLton 

*2 Not printed.
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682.00241/5 

The Minister in Liberia (Walton) to the Secretary of State 

No. 159 Monrovia, January 3, 1938. 
[Received January 29.] 

Sir: I have the honor to refer to my despatch No. 147, November 17, 
1937, relative to Administrative Circular No. 5, dated August 23, 1937, 
paragraph 2b. In conversation with the President I was advised 
informally that instructions had been given the Supervisor of Customs 
to change the phraseology which had given offense. 

Copies of recent correspondence on the subject are herewith en- 
closed. 

Respectfully yours, Lester A. WaALTon 

CONCERN OF THE UNITED STATES REGARDING RUMORED POLISH 
AMBITIONS IN LIBERIA * 

882.01/78 

Memorandum by the Chief of the Division of Western 
European Affairs (Dunn) 

[ WasHINGTON,] January 9, 1937. 

During a conversation just before lunch at the Hungarian Legation 
today, Mr. Kulikowski, Second Secretary of the Polish Embassy, 
brought up the subject of Liberia. He said that during his tour of 
duty in Geneva he had become interested in the Liberian problem and 
had maintained this interest both because of past Polish support 
of Liberia before the League of Nations, and because of the presence 
of Polish Advisers and colonists in Liberia at this time. He asked 
‘me whether it was true that Liberia was very apprehensive of her 
security at this time, particularly in view of the recent Italian action 
in’ Ethiopia and current reports of the possibility of some colonial 
settlement being made with Germany. In this last connection he said 
that he felt sure that Great Britain and Germany had discussed the 
possibility of Liberia being placed under a German mandate, but he 
wondered what effect the recent recognition of President Barclay by 
the British ® would have on this possibility. 

I told Mr. Kulikowski that probably it was true that Liberia was 
nervous about her future just as sometimes in the past she had been 
fearful of her British and French neighbors—she was a small, weak 
country with great potential wealth and a somewhat hectic history. 

8 Not printed. 
“For previous correspondence, see #oreign Relations, 1936, vol. 111, pp. 406 ff. 
* December 16, 1936; see ibid.



822 FOREIGN RELATIONS, 1937, VOLUME II 

I added that the progress Liberia had made during the past two years 
was most creditable in every way and in my opinion was of such a 
positive character as to entitle her to being allowed to continue work- 
ing out her own destiny unmolested by outside interference. 

Mr. Kulikowski volunteered the statement that Poland’s only inter- 
ests in Liberia were sentimental, due to the former connection between 
the two countries at Geneva, and commercial, because of the Polish 
Maritime and Colonial League’s colony in Liberia. 

He asked me what the United States would do if some threat were 
made against Liberia’s independence. I told him that that was a ques- 
tion which could only be answered by my superiors if and when such 
a situation arose, but that I personally felt that any direct threat 
against Liberia would arouse a storm of protest on the part of a large 
group of the American people who had always maintained a keen 
interest in Liberian affairs. | 

882.01/74 | 
| Memorandum by the Secretary of State 

[Wasuineton,] January 19, 1937. 

After talking with the Polish Ambassador on another subject 
during his call, I then proceeded to emphasize the importance of 
rehabilitation policies for the purpose of both economic and military 
disarmament, particularly in Europe, stressing what had been said 
and done at Buenos Aires.*%* The Ambassador said that his Govern- 

ment was rendering considerable service for peace just now, in view 
of its geographical situation and position, to prevent different coun- 
tries from getting in too close proximity. J expressed my keen interest 
and appreciation of this and requested him to say so to Foreign Minis- 
ter Beck. | 

I then added that there is more or less suspense in many parts of 
the world, for the reason that nations everywhere do not yet know 
whether important countries, of Europe in particular, will definitely 
and permanently pursue a course of narrow, cut-throat trade policies, 
Increasing armaments, militarism, and, ultimately, inevitable catas- 
trophe either military or economic, and probably both,—or whether 
these governments would finally make up their minds to turn to a 
peaceful course of readjustment and settlement of economic and peace 
problems in accordance with the preachments of the 21 American 
Republics and other countries. I said that many backward and small 
countries in isolated regions are speculating from time to time about 

“The Inter-American Conference for the Maintenance of Peace, December 
1-23, 1936 ; see Foreign Relations, 1936, vol. v, pp. 8 ff.
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the possibilities of being attacked and captured with a view to being 
kept as colonies for some larger country; that we have some ten mil- 
lion colored people in the United States who take great pride and 
have a tremendous personal interest in Liberia; who feel that that 
country is now sufficiently on its feet and sufficiently stable to go 
forward beyond question; that Liberia has always been looked upon 
as a sort of ward of this country, and interest in its progress in this 
country has been correspondingly existent; that any reports of its 
colonization immediately arouse tremendous interest and concern here; 
and that this is a sample of some similar conditions elsewhere in the 
world. I then said that at Buenos Aires we had preached for the 
restoration of the sanctity of agreements and urged against unilateral 
abandonment of them; that we had urged that if and when an agree- 
ment was not satisfactory it should be made so in a peaceful way, 
either by modification or abandonment under legal procedure, and 
not unilaterally; that likewise any other questions relating to the 
definite rights and interests or grievances of nations, present problems 
which must be approached and worked out in a spirit of peace and of 
law and of good faith, whether relating to territorial questions or 
others. os 

The Ambassador, without appearing to feel that I was speaking 

more than theoretically or academically, expressed his approval. He 
spoke highly of the work at Buenos Aires. 

. C[orpett] H[ vn] 

882.01/78 | 

Memorandum by the Chief of the Division of Eastern European 
. Affairs (Kelley) 

[ WasHineTon,] January 27, 1937. 

In the course of a conversation with Mr. Wankowicz * upon the oc- 
casion of his call at the Division in connection with various matters, 
I inquired if he knew whether the Secretary had mentioned to the 
Ambassador, during his call at the Department a few days ago, our 
interest in developments in Liberia. He said that so far as he knew 
the Secretary had not mentioned the matter to the Ambassador, be- 
cause when the Ambassador returned to the Embassy he had discussed 
with him his conversation with the Secretary and made no mention of 
Liberia. I then took the opportunity to say that recent press stories 
relative to Liberia which had come out of Geneva were causing con- 
cern in the United States, particularly among the colored people, 
who have always taken great pride and personal interest in the welfare 

* Witold Wankowicz, Counselor of the Polish Embassy. oo
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of that country. I said that the United States had always taken a 
great deal of interest in developments in Liberia, and that we have 

been greatly pleased with the gratifying progress which that country 

has been making in recent years. We believed that Liberia is now 
sufficiently stable to move forward, and we felt that that country was 
entitled to be allowed to work out her destiny in her own way. Con- 
sequently, press reports with regard to the ambitions of other coun- 

tries in Liberia, although vague in general and not specific, were 

calculated to arouse strong feeling and considerable concern in the 

United States. 
Mr. Wankowicz stated, in reply to an inquiry on my part, that he 

had noted some of these press reports in connection with colonial and 
raw material discussions in Geneva, and that he understood our inter- 

est inthe matter. He said that he would bring the matter to the atten- 
tion of the Ambassador as soon as he returned to the Embassy. 

Rozert F. Keiiey 

123 Brown, James E/13 

Mr. Hugh 8. Cumming, Jr., of the Division of Western European 
Affairs to the Minister in Liberia (Walton) 

[Extract] 

Wasuineton, February 4, 1937. 

My Dear Mr. Minister: 

We have been giving very serious thought to Mr. Wharton’s des- 
patch No. 63, dated November 24, 1936, reporting a conversation 

which he had with President Barclay on the Polish attitude towards 
Liberia. It is, of course, not possible for us to answer President Bar- 
clay’s hypothetical question as to what our attitude would be in the 

event of a foreign aggression against Liberia. Moreover the question 

is a particularly awkward one to answer because of our neutrality 
policy and the widespread opposition among our people to participa- 

tion in any activities abroad which might in any way involve us in 
hostilities. I think it is safe to assume, however, that, while if aggres- 
sive acts were taken against Liberia there would be a storm of protest 
from a large block of our public opinion which might lead to com- 
plications, there is little or no likelihood of our ever undertaking 
military measures in Liberia’s aid. It follows, therefore, that the 
obvious policy for us to adopt at this juncture is to attempt to forestall 
future aggressive action by a quiet but steady display of our friendly 
interest in Liberia in the hope that certain other countries will be 

** Not printed.
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deterred thereby from any plans they may have for colonial expansion 
at the expense of Liberia. This policy is already unfolding: 

1. Acting Secretary Moore’s statement to the press® expressing 
oratification over the recognition of Liberia by Great Britain. | 

2. The President’s statement to the press on Liberia’s recent 
progress.” | 

3. The announcement of the approval of funds for the construction 
of our new Legation building in Monrovia.“ 

4, The Secretary’s recent statement to the Polish Ambassador, a 
conversation which I had with one of the Secretaries of the Polish 
Embassy, and a conversation which Mr. Kelley, Chief of the Division 
of Eastern European Affairs, had with the Polish Counselor. 

5. The Secretary will probably make a statement to the German 
Ambassador similar to that made to the Polish Ambassador. 

6. We are now preparing a statement to the press based on the 
recently adopted 1937 budget, as reported by you. 

7. We are trying to arrange with the Navy Department for the 
friendly visit of a naval vessel to Liberia in November or December of 
this year. We earnestly wish to keep this possibility strictly 
confidential for the time being, and no intimation whatsoever should 
be given to the Liberian Government until we have completed the 
arrangements and we inform the Legation officially. I should be 
very glad to receive any observations which you may care to make on 
the desirability of such a visit at the time mentioned. 

It is obvious, however, that a policy on our part such as that sketched 
above can accomplish little unless Liberia does her part. In the final 
analysis Liberia’s security must depend on the esteem in which she is 
held by the public opinion of the world. Her recent progress has 
gone a long way towards gaining her this esteem, but for years to come, 
particularly in the present world situation, she should take especial 
care to see that her policies, external and internal, are such as to 
commend them to public opinion. If on the one hand she continues 
to improve her internal administration, her financial position, her 
transportation system, her sanitation and public health, et cetera, 
and on the other hand while scrupulously observing such foreign en- 
gagements as she may have entered into, refrains from entering into 
further engagements which may prove politically embarrassing, and 
refrains from arbitrary acts which might antagonize those who are 
trying to help her, then I believe there will be little likelihood of her 
independence being endangered. .. . , 

Sincerely yours, . , Hucu S. Cummine, Jr. 

* December 17, 19386; Department of State, Press Releases, December 19, 
1936, p. 529. 

** December 29, 1936. . 
“ January 4, 1937; Department of State, Press Releases, J anuary 9, 1937, p. 18. 
9826095453 ce _ : a
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882.01/81 

The Consul at Geneva (Gilbert) to the Secretary of State 

No. 2063 Political Geneva, March 9, 1937. 
[Received March 19. ] 

Sir: I have the honor to refer to the Department’s confidential tele- 
graphic instruction No. 150 dated November 30, 2 p.m., concerning 
possible German or Polish designs on the independence of the Republic 
of Liberia and to my despatch No. 1971 Political dated December 8, 
1936, in response thereto. 

As I stated in my despatch under reference, no question relating 

to Liberia is in any way active before the League. I nevertheless find 
that in the light of what may be termed the “colonial question” the 
situation of Liberia is to a definite degree being watched. In the 
course of an informal conversation with the official of the Political 

Section of the League Secretariat concerned with Liberian affairs 
I learn that he is chiefly engaged in studying clippings from the 
international press dealing with Germany’s position respecting col- 
onization which may carry implications respecting German designs 
on Liberia. He let me have two such clippings which he said he felt 
were particularly interesting—one from the Argentinisches Wochen- 
blatt of Buenos Aires carrying a Berlin date line of October 23 last 
and the other from the Action Francaise of Paris dated December 14 
last. Translations of these clippings are enclosed.“ 

He also gave me a copy of a memorandum dated August 24, 1936, 
addressed to Mr. Walters, Under-Secretary-General, which deals with 
an interview by Za Mer, a Polish monthly publication, with Mr. Brud- 
zinski, an advisor of the Liberian Government, who visited Warsaw 
last year. In giving me this he told me incidentally that Mr. Walters 
displayed a very great interest in any Liberian matter. I enclose a 
copy of this memorandum.“ 

The official in question did not broach the question of possible Polish 
preoccupations respecting Liberia nor did I do so for the reason, 
sufficient to me, of his being a Polish national. I nevertheless, stating 
that I was merely expressing my own views, took occasion to inform 

him of the nature of public opinion in the United States respecting Li- 
berian independence. In doing so, I followed the general line elabo- 
rated in the Department’s confidential instructions dated January 
29, 1937, and February 9, 1937,“ respectively, which I had studied 
with great interest. 

Respectfully yours, Prentiss B. Grpert 

“ Neither printed. 
“Not printed. 
“Neither printed; these instructions transmitted copies of memoranda of 

conversations of January 19, p. 822, and of January 27, p. 823.
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882.01/82 

The Chargé in Poland (Johnson) to the Secretary of State 

No. 1547 Warsaw, March 10, 1937. 
[Received March 23.] 

Sir: With reference to my despatches No. 1357 of November 3, 
and No. 1886 of December 3, 1936,*° I have the honor to report that 

Mr. Wiktor Podoski, Chief of the Anglo-Saxon Division of the 
Ministry of Foreign Affairs, telephoned to the Embassy this morning 
to request that a letter of introduction to the American Minister in 
Liberia be given to his brother Mr. Stanislaw Podoski who is pro- 
ceeding at once to Liberia as a representative of the Liga Morska 1 
Kolonjalna.* I suggested that Mr. Podoski should call at the Em- 

bassy and on the occasion of his visit I gave him a letter of introduc- 
tion to Minister Walton, a copy of which I enclose.* 

Mr. Podoski informed me that he is going to Liberia as a special 
delegate of the Executive Committee of the Liga Morska 1 Kolonjalna 
in order to see how the development of Polish plantations in that 
country is proceeding. He will remain there some three months and 
temporarily take the place of Mr. Paprzycki, a permanent repre- | 
sentative of the League who is returning to Poland for a vacation. 
He stated that at the present time there are three groups of Polish 
plantations in Liberia in charge of four Polish planters and that 
it is not expected materially to increase the land now under cultivation. 
It, would be too costly to do so on a large scale. 

Mr. Podoski added that there is no hope of encouraging Polish 
emigration to Liberia because his compatriots can not live perma- 
nently under tropical conditions and officials, planters, and merchants 
can live there only temporarily. He was emphatic on the question 
of emigration and stated that the purpose of the present plantations 
in Liberia was to facilitate the study of tropical products which are 
imported into Poland. 

In reply to a question regarding the Colonial and Maritime League 
Mr. Podoski said that this organization was of a non-political char- 
acter and had no political aims; it was rather a propaganda organiza- 
tion the object of which was to teach the value of the sea and over-seas 
trade to Poles. It was desired to import what was required in Poland 
in Polish ships and to buy these imports from Poles residing abroad. 
Liberia exports goods to Poland and Poland needs men with special 
training as regards the character and quality of these goods. 

He inferred that one desire of the League was to train Poles in 
tropical planting in order to have men available wherever an oppor- 
tunity should offer an occasion for their employment. 

“ Neither printed. . . 
* Colonial and Maritime League. [Footnote in the original.] 
* Not printed.
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As regards the League itself Mr. Podoski alleged that it meets its 
expenses by the dues paid by its members and that it receives no Gov- 
ernment subsidy.—I have no means of disproving the latter part of 
his statement but it is generally believed that the League receives a 
certain support from the Polish Government.— 

Mr. Podoski admitted that one purpose of the League was to en- 
courage emigration to Brazil but stated more than once that, on 
account of the climate, emigration to Liberia could not be thought of. 

At the conclusion of our conversation I referred to the interest 
which the people of the United States have in Liberia and the con- 
cern which recent newspaper despatches from Europe relative to 
Liberia has caused in the United States—Department’s confidential 
instruction No. 351 of February 9 last.“*—Mr. Podoski said that these 
despatches were unfounded, incomprehensible and laughable from the 
Polish point of view. 

Respectfully yours, Hatierr JOHNSON 

882.01/86 

Memorandum by the Assistant Chief of the Division of 
European Affairs (Nielsen) 

[ WasHineton, | November 16, 1987. 

When Mr. Wankowicz called this afternoon to discuss a number of 
matters he took occasion to refer to a conversation we had had on 
July 28, 1937 * (882.01/84), in the course of which he had stated that 
-his Embassy had reported to Warsaw two conversations (between the 
Secretary and the Polish Ambassador, and between Mr. Robert F. 
Kelley and Mr. Wankowicz)® with regard to Liberia. The Embassy 
very recently had obtained from the Polish Foreign Office “a reaction” 
which contained information which might be of interest to the Ameri- 
can Government. 

' Mr. Wankowicz then stated that there had been published in the 
Pitisburgh Courier of July 15, 1937, and copied by certain British 
newspapers, an article to the effect that Poland had approached the 
League of Nations with the suggestion or request that Poland be given 
‘Liberia asa mandate, thus contributing to a solution of the Polish 
-Government’s long-standing emigration problem. When this story 
came to the attention of his Government it instructed the Polish Consul 
at Monrovia to address to the Liberian Government a written, categor- 
ical denial. ‘This the Polish Consul has done. | 

“Not printed. 
“ Memorandum of conversation not printed. 
” For memoranda of conversations of January 19 and 27, see pp. 822 and 823, 

respectively. ce
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In conclusion Mr. Wankowicz said that he was reminded of the story 
of a Pole who fell in with a clairvoyant while on a business trip and 
who was persuaded by the latter to listen to a reading. When the 
reading was concluded the business man paid much more than the fee 
demanded by the clairvoyant, explaining that the latter had given him 
a most excellent idea which otherwise never would have entered his 
mind. “So it is with the idea attributed to Poland by the Pittsburgh 
newspaper,” said Mr. Wankowicz with a smile. “I think it an excel- 
lent idea but we ourselves never even thought of it, much less discussed 
or advanced it.” oO 

| Onsen N. Nieisen 

CONCERN OF THE DEPARTMENT OF STATE REGARDING POSSIBILITY 
OF GERMAN FINANCIAL INTEREST IN PROPOSED DUTCH MINERAL 

CONCESSION (NEEP) IN LIBERIA | 

882.6351/1: Telegram 

The Minister in Liberia (Walton) to the Secretary of State 

Monrovia, December 24, 1936—8 a. m. 
[Received 8: 40 a. m. ] 

4%. For McBride. Japanese Government and a Dutch syndicate 
are negotiating with Liberian Government concessions to develop 
Republic’s rich iron deposits. Proposals contemplate building rail- 
roads and harbors. 
Manager of Dutch diamond syndicate which is operating here re- 

turned last week from Europe; he has opened negotiations on behalf 
of his nationals. A representative clothed with power to make defi- 
nite and specific commitments is expected to arrive on the next Dutch 
vessel January 15. 

In his absence Barclay has delegated Secretary of the Treasury 
Dennis to engage in preliminary discussions. Practicability of 
Liberian Government granting concessions to both applicants, allo- 
cating mineral land in different sections of the country, is under 
consideration. 

WaLton 

882.6351/1:; Telegram 

The Acting Secretary of State to the Minister in Liberia (Walton) 

Wasutneton, December 31, 1936—noon. 

33. Legation’s 47, December 24,8 a.m. We appreciate very much 
your informing us of the desire of certain interests to obtain conces- 

“ Harry A. cBride, Assistant to the Secretary of State.
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sions in Liberia and the confidence which your informant has shown in 
this government in conveying these facts to you. While unwilling to 
make any official commitments of any kind whatsoever in such a matter 
we are desirous of rendering such assistance to the Liberian Govern- 
ment as may be proper. We suggest, therefore, that should your 
opinion in the premises be requested by Secretary Dennis or Presi- 
dent Barclay you might in your personal capacity reply orally basing 
your comment on the observations reported in latter half of the Lega- 
tion’s No. 33, September 16, noon, 1935, and the introductory and 
numbered paragraphs of the Department’s telegram No. 24, September 
26, noon, 1935." 

Moors 

[The Chargé in Liberia, Hibbard, informed the Department in tele- 
gram No. 33, September 16, 1935, noon, (882.6347 Consolidated Afri- 

can Selections Trust/1) that President Barclay of Liberia had re- 
quested his opinion of the agreement proposed by the Consolidated 
African Selections Trust, Limited, a British concern headed by 
Chester A. Beatty, to the Liberian Government for the exclusive ex- 
ploitation, production, and marketing of diamonds for a period of 99 

years within the Republic of Liberia. Hibbard reported as follows: 

“After studying the agreement carefully I told him 

(1) That I could only give my personal opinion on the question; 
I could not commit my Government as I did not know whether 
it would wish to give an opinion but certainly not without knowl- 
edge of the agreement; 

(2) As far as I could observe there was no political commit- 
ment contained in the agreement, however, if rich mineral de- 
posits were found they might be a temptation to any colonial 
power in Africa unless Liberia were strong enough to protect 

erself 5 
(3) The agreement seemed to me too inclusive and binding on 

the Government. I felt it unwise to commit the mineral resources 
of the entire country over such a long period of time; if deposits 
of great value were found friction would inevitably ensue; 

(4) The agreement did not provide adequate compensation to 
the Government for such exclusive rights. 

“The President has now returned the agreement to me with a request 
that I ask your advice on the matter. He says his entire present policy 
is based on the advice and assistance of the United States Government 
and that he does not wish to take such a step without your opinion. I 
realize that such a request may be embarrassing but it has been put to 
me in such a way that I could not refuse without offense. .. .” 

See bracketed note, infra.
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In telegram No. 24, September 26, 1935, noon, (882.6347 Consoli- 
dated African Selections Trust/2) the Department gave the following 

instructions: 

“The Department appreciates the confidence and trust which Bar- 
clay holds for this Government as conveyed to you through the Secre- 
tary of Treasury. On its part this Government desires to be of assis- 
tance to the Liberian Government when it may render such assistance 
in all propriety. The present request, however, would appear to come 
within this reservation and consequently you should inform Barclay 
that officially the Department regrets that it is unable to comply with 
his request in this case in so far as making specific comments on the 
agreement is concerned. 

“As a personal observation, however, in negotiating the terms of 
any concession, it occurs to me that there are several cardinal 
considerations which should be kept in mind. 

“1, In order to avoid possible international complications it is 
desirable to limit the territory of a concession to specific areas 
which will not overlap the interests of another concession and that 
these areas should be restricted in themselves to a moderate size 
in reasonable proportion to the area of the country. 

“2. The minerals to be extracted should also be limited to spe- 
cific items and not cover the whole range of a nation’s mineral 
resources. 

“3. The financial responsibility of the firm or organization to 
whom the concession is granted should receive particular exami- 
nation and the very limit of financial return obtained 1n the terms 
to the government granting the concession.” 

882.6851 /2 

The Minister in Liberia (Walton) to the Secretary of State 

No. 83 Monrovia, February 1, 1937. 
| [Received March 8.] 

Sim: I have the honor to refer to my telegram No. 47, December 24, 
8 a.m. and the Department’s telegram No. 33, December 31, 12 noon, 
relative to the unofficial, confidential information that the Govern- 
ment of Japan and private Dutch interests are separately negotiating 
with the Liberian Government for concessions to develop rich iron 
deposits near Cape Mount. 

I have carefully noted the Department’s suggestion with respect to 
me expressing orally in my personal capacity, an opinion, if re- 
quested, predicated upon the observations referred to; and I wish to 
state no comment has been made owing to President Barclay’s ab- 
sence from Monrovia. Negotiations are only in the preliminary 
stages, and the decision of the President will be the determining fac- 
tor as to their consummation or non-consummation.
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While there appears to be little likelihood that serious consideration 
will be given any gesture made by the Japanese Government, the 
Secretary of the Treasury maintains a distinctly favorable attitude 
toward the proposal submitted by the manager of the Holland Mining 
Syndicate on behalf of the company he represents, whose stockholders 
are said to be principally of his (Dutch) nationality. 

In January there arrived in Monrovia from Europe the mineral- 

ogist of the Holland Syndicate who discovered iron deposits while 
searching for diamond in Liberia. He was accompanied by a Ger- 
man mineralogist sent by the Dutch interests seeking the concession 
to verify the claims that the iron deposits are of such high quality as 
to warrant exploitation on a large scale. The work of assaying is 
now in progress. 

The manager of the Holland Mining Syndicate recently conferred 
with the Firestone legal representative from the United States tem- 
porarily in Liberia, to ascertain what would be the attitude of the 
Firestone Company toward the mining of iron in the Republic by 
European capital, and if the building of a port and railroad would be 
regarded as running counter to the Loan Agreement. 

The legal representative was in no position to make a commitment 
to the manager of the Holland Mining Syndicate as to Firestone’s 
position, and promised to take up the matter in detail with his prin- 
cipals upon his return to Akron, Ohio. 

One proposal provides that the Liberian Government reimburse the 
company for the construction of harbors and railroad out of the royal- 
ties received. The consensus is that such an arrangement conflicts with 
the temporary Loan Agreement which provides that two-thirds of all 
Government revenues above $450,000 shall be applied toward amor- 
tization. This tentative arrangement expires at the end of 1937; how- 
ever, the terms in the Loan Agreement committing the Government 
to meet payments on its external debts through assessed revenues will 
continue in force. | 

Another proposal of the Dutch company, in the hope of circum- 
venting the Loan Agreement, is that there be no money transactions 
conducted between the Liberian Government and the company dur- 
ing the life of the lease; that is to say, no royalties or pecuniary emolu- 
ments be received whatsoever by the lessor from the lessee, with the 
understanding that the lessor ultimately come in possession of the 
harbor and railroad. In the interim, the economic benefits to be de- 
rived by Liberia from the project would be in wages to native labor 
and customs revenues. 

In conversation with the manager of the Holland Mining Syndi- 
cate, who is officiating in the role of a promoter, and well known for 

= Agreement between Liberia and the Finance Corporation of America, signed 
March 16, 1935 ; Foreign Relations, 1935, vol. 1, p. 925.
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his frankness in his business dealings, I was informed that he con- 
sidered it far better strategy to seek the good will and cooperation 
of the Firestone Company at this time than subsequently incur pro- 
nounced opposition and find the Loan Agreement an obstruction 
and a source of much trouble and large expense. 

The Department will be advised accordingly of future develop- 
ments in the matter and of the sentiments expressed relative thereto 
by the President of the Republic of Liberia. 

Respectfully yours, Lester A. Watton 

882.635 Neep/5 

The Minister in Liberia (Walton) to the Secretary of State 

No. 126 Monrovia, September 7%, 1937. 
[Received September 28.] 

Sir: Referring to my telegram No. 42, August 30, 10 a. m.* I have 
the honor to transmit herewith full text of the agreement entered into 
by the Liberian Government and the Noord Europeesche Erts En 
Pyriet Maatschappy. 

The agreement, which is to be submitted to the Liberian Legislature 
when it convenes in October, has been the subject of much discussion. 
Mr. D. Caffe, Director of the Holland Syndicate, who has been an 
active and conspicuous figure in promoting the project, has left Mon- 
rovia for the Gold Coast. After spending a short time there looking 
after his company’s interests he will proceed to Amsterdam, home 
office of the Noord Europeesche Erts En Pyriet Maatschappy, to con- 
fer with the principals. He expects to return to Monrovia early in 
November. 

President Barclay, in an informal discussion of the agreement with 
me, stated that for some time criticism has been directed against 
Liberia for not developing its mineral resources. He felt that in this 
move Liberia would prove to the world that this accusation is 
unwarranted. 

The attitude of the Firestone Plantations Company toward the 
granting of a concession to the Noord Europeesche Erts En Pyriet 
Maatschappy is not known at Monrovia. However, representatives 
here manifest deep concern over the future labor situation in the event 
the Noord Europeesche Erts En Pyriet Maatschappy enters Liberia. 

American, British and French diplomatic representatives at Mon- 
rovia have informally made known to the Secretary of State that 
they do not look with favor on the building of a harbor near their 
respective Legations. Assurance has been given that no harbor will 
be near enough to their sites to be deemed by them objectionable. 

Respectfully yours, Luster A. Watton 

“Not printed.
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[Enclosure] 

Agreement Between the Government of the Republic of Liberia and 
the Noord Europeesche Erts En Pyriet Maatschappy 

This Agreement made and entered into at the city of Monrovia in 
the Republic of Liberia this twenty-third day of August in the Year 
of Our Lord Nineteen Hundred and Thirty-seven by and between The 
Government of the Republic of Liberia, hereinafter styled “the Gov- 
ernment,” represented by Gabriel L. Dennis, Secretary of the Treas- 
ury, R. L., and the Noord Europeesche Erts En Pyriet Maatschappy, 
a company organized and existing under and by virtue of the laws of 
the Netherlands, with principal offices established at Amsterdam, 
Holland, hereinafter styled “Neep,” represented by D. Caffe, Director 
Holland Syndicate. 
WITNESSETH :— 

ARTICLE I 

Section A. That the Government hath agreed and by these presents 
doth agree to grant to Neep for a period of three years and six months 
(314 years) computed from the date on which notice is given to Neep 
by the Government that this Agreement has been ratified by a law 
of the Republic of Liberia the sole and exclusive right and license to 
explore and prospect for the research of iron ore and other ore, with 
the exception of platinum, diamond and gold, through the Western 
Province including the Bong Mountains area in the Central Province 
of said Republic, excluding only such areas as shall prior to the date 
hereof have been granted to third parties; all of such excluded areas 

Neep may neither explore nor prospect. 
Section B. That the Government undertakes to grant to Neep such 

assistance as may enable the experts and other technicians sent by 
Neep to carry out their task in the best and most efficient manner. 

Section C. In consideration of the exploration and prospecting 
rights hereby conferred, Neep will expend from its own resources the 
full costs of such exploration and prospecting and place at the dis- 
posal of the Government copies of all surveys and other maps which 
may be the result of their work. Of the maps placed at the disposal 
of the Government under the terms of this section, all maps of a geo- 
graphical nature shall become the unrestricted property of the Gov- 
ernment whilst all maps and plans of a technical nature shall be 
treated as confidential and remain the exclusive property of Neep. 

Articie IT 

Should Neep before the expiration of the period of Three (3) 

Years and Six (6) Months mentioned in Article I, Section A. of this 

Agreement notify the Government that Neep is of the opinion that 

the working of one or more of the mining areas explored and pros-
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pected is justifiable from an economic point of view, then the Govern- 
ment hath agreed and by these presents doth agree to grant, demise 
and let unto Neep for a period of Eighty (80) Calendar Years, com- 
mencing on the date that notice is given to Neep by the Government 
that this Agreement has been ratified by a law of the Republic of 
Liberia, an area or areas of land within the Republic of Liberia 
aggregating Six Thousand Five Hundred (6500) Acres or any 
lesser area or areas that may be selected by Neep from time to time 
within said period of Eighty (80) Years; such lands to be suitable 
for mining iron ore and/or other ore with the exception of platinum, 
diamonds and gold. 

Nevertheless, should any particular area of land so leased by Neep 
be subsequently found useless at any time before the expiration of the 
lease period and Neep so desires, they shall have the right to give 
one (1) Year’s notice to the Government in writing and in that case 
shall be entitled to a cancellation of the lease for that particular area. 
But should Neep within One (1) Year after the execution of the first 
lease of land under the conditions herein expressed fail to commence 
operations in Liberia towards the development of its enterprises, the 
obligations of the Government under this Agreement shall be dis- 
charged and ended. 

Articis ITT 

The Government in consideration of (1) the establishment of Neep’s 
enterprises in the Republic of Liberia and (2) the payment of the 
royalty for which provision is made in Article IV, Section C. hereof, 
agrees that during the life of this Agreement Neep shall have and 
enjoy the following additional rights and exemptions :— 

Section A. Neep shall have the exclusive right to take by mining 
or any similar operation and in any manner which Neep may deem 
fit, the iron and/or other ore contents of the subsoil of the leased 
Jands as well as the iron and/or other ore contents occurring on the 
surface of the leased lands, except platinum, diamonds and gold. 

Section B. Neep shall during the life of this Agreement be entitled 
to make such importations as may be directly necessary for the opera- 
tion, development and maintenance of its mines and enterprises and 
to export without restriction the iron ore contents thereof and freely 
to transport such exports and imports by land or water within the 
Republic. Neep shall submit to the Government before starting im- 
portations, a list of the articles which may be directly necessary for 
the operation, development and maintenance of its enterprises and 
mines in Liberia. This list shall be binding upon both parties after 
mutual agreement thereon. 

Section C. Neep shall during the life of this Agreement be wholly 
free and exempt from the payment of any duties, imposts and excises
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on machinery, tools, things and substances to be used directly by Neep 
for the operation, development and maintenance of its mines and 
enterprises in Liberia, and to the free exportation of machinery, 
equipment, iron ore and iron; such imports as are hereby exempted 
from duty shall in no instance be sold, bartered or exchanged by 
Neep, except directly to the Government of Liberia. 

Section D. Neep shall have the unrestricted right to construct 
and establish at its own expense a harbour basin and likewise to con- 
struct and operate therein such harbour facilities as Neep may deem 
necessary for the efficient exportation of its ore and shall be exempt 
from the payment of harbour dues, wharfage dues and light dues in 
respect of such harbour during the life of this Agreement, provided 
however, that said harbour basin shall be located either in the vicinity 
of Monrovia, Liberia, or in the vicinity of Cape Mount, Liberia, and 
the final choice between locations to rest with the Government; said 
choice to be made within Six (6) Calendar Months after the date of 
this Agreement. The Government shall notify Neep of its decision 
in writing. 

Section E’. Neep shall have the right to lease a strip of public coastal 
land, adjacent to the harbour basin constructed and established under 
the provisions of Section D. of this Article, provided however, that 
said strip shall not extend back from high water a distance of more 
than Two Hundred and Seventy-five (275) feet; and Neep shall have 
free and unrestricted use of the said land including the right to 
establish quarries thereon and to use the contents thereof for the con- 
struction of its harbour basin and harbour facilities and all other 
constructions which Neep may deem directly or indirectly necessary 
for the operation, development and maintenance of its enterprises in 
Liberia. Furthermore Neep shall have the right to lease such areas of 
land adjacent to the above mentioned strip of coastal land as will be 
necessary to establish railway-yards and coal dumping-space and to 
erect such other constructions as Neep may deem necessary for the 
efficient operation, development and maintenance of its enterprises 
in Liberia. 

Section F, Neep shall have the exclusive right and privilege upon 
the lands selected under this Agreement to construct highways, road- 
ways, waterways, railways and cableways for the efficient operation 
and development and maintenance of its enterprises. 

Section G. Neep shall have the free right to construct, establish, 
maintain and use at its own expense lines of communication such as 
highways, roadways, waterways, railways and cableways outside the 
lands selected under this Agreement, such lands to be free of rent. 
Such routes may be so located by Neep as to best serve the purpose of 
efficient operation and coordination of its mines and harbour facili-
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ties. All highways and roadways mentioned in this section shall, 
upon completion, become public property without expense to the 
Government, with the exception of future costs of maintenance. It.is 
further understood and agreed upon, that when constructing any 
railroad under the terms of this section, Neep shall have an exclusive 
right-of-way of Two Hundred and Twenty (220) feet. Neep shall 
refund to the Government the cost of expropriating any private lands 
for the purpose of this section of Agreement. 

Section H. Neep shall have the free right to construct, establish, 
maintain and operate lines of communication for the purpose of more 
efficiently operating its mines and enterprises, such as telegraph lines 
and telephone lines upon the lands selected and held under this Agree- 
ment and beyond the confines thereof and to the extent necessary for 
such purposes may use, without the payment of rent for such lands, 
any Government lands not already devoted to some other use. 

Section I. Neep shall have the right to cut all timber upon the leased 
lands covered by this Agreement. It is further agreed and understood 
that Neep shall have the right to lease under the terms and conditions 
of this Agreement land for the special purpose of cutting timber and 
to freely transport such timber by land or water within the Republic 
to its mining areas and enterprises, provided the number of acres 
shall not be in addition to nor exceed the number provided in Article 
II of this Agreement. The timber so cut shall not exceed Fifty (50) 
Per Cent of the standing forest. The use of such timber by Neep 
shall be restricted to the purpose of construction and/or buildings 
which Neep may deem necessary for the efficient operation, develop- 
ment and maintenance of its mines and enterprises in Liberia and may 
also be used by Neep as fuel, but shall not be sold, bartered, exchanged 
or exported. 

Section J. During the life of this Agreement, upon application of 
Neep therefor, the Government shall detail from time to time a police 
detachment not exceeding Fifty (50) Men including Officers, to serve 
as a protective force or as guards and escorts during the construction, 
development and maintenance of Neep’s enterprises in Liberia. The 
cost of maintenance of such detachments shall be refunded to the Gov- 
ernment by Neep monthly upon presentation of authenticated vouch- 
ers. It is understood that the cost of maintaining such a force shall 
be limited to pay, uniforms, equipment and subsistence. 

Section K. The Government warrants to Neep the Title to all lands 
selected by Neep under the terms and conditions of this Agreement 
upon which the Government shall accept the rental or compensation 
as herein provided and will defend and protect such Title for the 
benefit of Neep.
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Section L. The Government further agrees that it will encourage, 
support and assist the efforts of Neep to secure and maintain an 
adequate labour supply. 

ArticLe IV 

Neep, in Consideration of the Covenants Herein Made by the 
Government Hath Agreed and by These Presents Doth Agree 
as Follows :— 

Section A. That upon taking possession of lands under this Agree- 
ment, Neep shall pay the Government rent at the rate of Fifty (50) 
Cents per acre yearly and every year in advance, calculated at the 
rate of 4.80 Dollar to the Pound Sterling or Four Shillings and Two 
Pence to One Liberian Dollar. Such payment shall be made to the 
Secretary of the Treasury of Liberia or to such other officer as may 
be by law provided, in coin current in Liberia; it is to be understood 
and agreed that the rent herein provided to be paid by Neep shall be 
due to be paid by it to the Government upon all leased areas of land 
selected by it as and when such areas are selected. 

Section B. Should the rent reserved for any piece or parcel of land 
selected by Neep be behind or unpaid on any day of payment whereon 
the same ought to be paid as herein provided, or should any default 
be made in any of the covenants hereinbefore contained on the part 
of Neep to be paid, kept or performed, and if such default in the 
payment of rent or otherwise shall continue after Six (6) Months 
written notice of the existence of such default served by the Govern- 
ment upon Neep, then the Government shall have the right to cancel 
this lease as to that piece or parcel of land the rent for which is in 
default or in respect of which piece or parcel any default exists as 
specified in such notice, and reenter into and upon the said demised 
premises and to again repossess and enjoy the same. But if Neep shall, 
within said period of Six (6) Months after the written notice, as 
aforesaid, make good the default complained of in said notice, no 
right of cancellation shall thereafter exist because of such default. 

The notice required to be served on Neep shall be delivered to the 
representative of Neep in Liberia and a duplicate thereof shall be 
simultaneously sent by registered mail to the Managing Director 
of Neep at its Head Office in Amsterdam, Holland. Neep shall 
promptly notify the Government of any change in the location of 
its Head Office and thereafter any such notice shall be addressed 
accordingly. 

Section C. Neep shall pay to the Government annually a royalty 
equivalent to Four (4) Cents per ton of iron ore exported from its 
mines in Liberia; said royalty to be calculated as provided in Sec- 
tion A. of this Article, It is further agreed upon that whenever
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Neep applies for the right to export from Liberia any ore as a result 
of its mining operations, other than iron ore, the Government and 
Neep will come to an agreement as to the conditions upon which such 
ore or ores may be exported. During the first quarter of each Calendar 
Year Neep shall submit to the Secretary of the Treasury of Liberia 
or to such other Officer as may be by law provided, a statement show- 
ing the computation of royalty due for the preceding Calendar Year. 
The royalty herein provided shall become due and payable for each 
preceding Calendar Year, between the first day of April and the 
thirtieth day of June of each succeeding year. 

Section D. Neep, during the life of this Agreement, shall main- 
tain in a satisfactory state of upkeep and repair such harbour basin 
and harbour facilities as Neep shall, under the provisions of this 
Agreement, construct and establish as necessary for the efficient 
operation, development and maintenance of its enterprises. 

Section E. Neep will not import unskilled labour for the carrying 
out of any operations, developments or maintenance undertaken by 
virtue of this or any other grant except in the event the local labour 
supply shall prove inadequate to the needs of Neep. In the event that 
the local labour supply should prove inadequate as aforesaid, Neep 
undertakes to import only such foreign unskilled labour as shall 
be acceptable to the Government. It is understood and agreed that 
Neep shall not have in its employ in Liberia more than (300) white 
employees at any one time. The white employees employed by Neep 
under contract or otherwise, shall be permitted to reside and work in 
the Republic and to enter and depart therefrom, and they shall be 
subject to the payment only of such direct or personal taxes as here- 
under enumerated, now or hereafter authorized, levied or imposed 
by the Government of Liberia; that 1s to say, General Property 
Taxes, Income Taxes, Permit of Residence Tax, Street and Light 
Tax or Custom Duties; provided however that the rate of such taxes 
shall not exceed those levied upon Liberian Citizens. Should an in- 
come tax law be enacted by the Legislature of Liberia, the payments 
to be made thereunder by the foreign employees of Neep shall be 
governed by the provisions of such treaty in respect of double taxa- 
tion as may be concluded between the Government of Liberia and the 
Government of the Country of which such employees shall be subject 
or citizen. | 

Section F. It is further agreed that Neep shall, after commence- 
/ ment of their exploitation of the areas hereby granted, provide such 

medical inspection and attention as shall be necessary to safeguard the 
health and well-being of its Native employees. 

Section G. Neep shall install such safety devices and observe such 
adequate safety precautions as are provided and observed by mining
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enterprises of a similar nature or in accordance with the General 
Laws of Liberia. 
_ Section H. Should the operations of Neep under this agreement 
cease for a period of Ten (10) consecutive years, for reasons other 
than Force Majeure or for reasons other than through the fault of 
Neep, then the Government shall have the right to cancel such leases 
which Neep may hold on mining areas not actually under exploitation 
and from which no ore has been exported at the expiration of the 
Ten (10) consecutive years mentioned in this Section. Should Neep 
decide to cease mining operations for a period longer than Ten (10) 
consecutive years, for reasons other than Force Majeure or for reasons 
other than through the fault of Neep, it is agreed that Neep shall pay 
to the Government for every year by which the above mentioned Ten 
(10) consecutive years are extended, an annual sum of Fifteen Thou- 
sand ($15,000) as indemnity against the Government’s deprivation of 
royalty after such period, provided nevertheless, such extension shall 
not exceed Five (5) consecutive years. The indemnity herein provided 
shall become due and payable for such preceding Calendar Year 
between the first day of January and the thirty-first day of March 
of each succeeding year. In case Neep should fail to pay this indem- 
nity in any one year when the same shall become due under this 

Section H. of Article IV of this Agreement, then all and singular the 
rights hereunder shall become extinguished and void and this Agree- 
ment shall become of no effect. But in no case shall Neep be relieved 
of its obligations contained in the provisions of Article IV, Section 
D. above; and should Neep cease to perform its maintenance operations 
for a period exceeding Five (5) consecutive years, for reasons other 
than asa result of Force Majeure or for reasons other than through the 
fault of Neep, then the harbour basin becomes property of the Govern- 
ment without charge or condition. 

Section I. The rights of this Agreement granted to Neep shall 
not be sold, transferred or otherwise assigned by Neep to any person, 
firm, group, corporation or trust without the written consent thereto 
of the Government of the Republic of Liberia previously had and 
obtained. 

Section J. Neep shall have the right to develop for its own use 
such natural water power and hydro-electric power as may be capable 
of development upon the tracts of land selected by Neep under this 
Agreement and Neep shall have the right to construct and maintain 
power lines over any Government land in order to convey power so 
developed from one tract of land selected by Neep to another. 

Section K. It is further agreed that at the expiration of the life 
of this Agreement or the cancellation thereof by mutual consent of
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both parties or other sooner determination thereof, such railways, 
harbour basin, and harbour facilities, constructed and established by 
Neep in Liberia for the furtherance of its enterprises shall, with the 
exception of machinery, become the property of the Government with- 
out charge, cost or condition; and the provisions of this Section shall 
apply equally to such buildings erected by Neep upon the lands selected 
hereunder, which buildings shall be surrendered in such condition that 
the further use and enjoyment thereof will not necessitate funda- 
mental repairs. 

Section L. It is further agreed that railway bridges constructed 
outside the confines of Neep’s tracts of land selected hereunder, shall 
be so constructed as to provide a roadway suitable for vehicular traffic, 
which roadway shall be available for free public use. The Govern- 
ment undertakes to connect these bridges with roadways suitable for 

vehicular traffic concurrently with construction of said railroad and 
bridges. 

Section M. The plans and specifications of all roadways, railways, 
waterways and harbour basin to be constructed by Neep shall be sub- 
mitted to the Government prior to the commencement of construction 
work. Such plans and specifications shall be treated by the Govern- 

ment as confidential and remain the exclusive property of Neep. 
Section N. Wherever in this Agreement the Government grants to 

Neep the right to build and operate a railroad or to operate telephones 
and telegraphs, or to use the highways and waterways, it is under- 
stood that Neep is not seeking and is not granted public utility or 
common carrier rights and the same are not intended to be conveyed 
to it. 

Section O. It is further agreed and understood that any harbour 
basin and harbour facilities constructed and operated by Neep under 
the provisions of this Agreement shall not be utilized by Neep for gain 
or otherwise as a commercial harbour for the accommodation of gen- 
eral shipping, without the written consent of the Government, but 
shall serve Neep only for the purpose of furthering its mining enter- 
prises. 

Section P. It is further agreed that any harbour basin constructed 
by Neep in the vicinity of Monrovia, Liberia, under the provisions of 
this Agreement shall be of sufficient size and area to provide for the 
possibility of construction and operation of a commercial dock in addi- 
tion to the harbour facilities required by Neep. If, however, under 
the provisions of this Agreement said harbour basin is constructed in 
the vicinity of Cape Mount, Liberia, Neep will endeavour to build 
such harbour basin similar to the harbour basin above mentioned, but 
will be neither obligated nor bound to do so. 

982609—54— 54
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ArtTIcLE V 

It is further mutually agreed that the right is reserved to the Gov- 
ernment to check the weight of all ores which may from time to time be 
exported from the Republic by Neep in virtue of the provisions of 
this Agreement or any other Agreement which may in future be en- 
tered into between the contracting parties hereof. Neep is prohibited 
from making any local or other dispositions of the quantity of ores 
or minerals, other than iron ore mined by Neep or other than iron 
produced by Neep, without the consent of the Government in writing 
previously had and obtained, provided, however, that Neep shall have 
the right if it so desires, to produce in Liberia iron and/or other prod- 
ucts from the ores won from its mines. The provisions stipulated in 

Section B. and Section C. of Article ITI of this Agreement shall also 
apply to such iron and/or other products. Any violation of the pro- 
visions of this Article by Neep shall entitle the Government to cancel 
this Agreement and the Deeds of Lease executed in virtue thereof, 
anything to the contrary herein contained, notwithstanding. 

Articte VI 

Section A. All and any question in dispute arising out of this 
Agreement between the Government and Neep which cannot be har- 
monized or adjusted by Neep and the Government shall be referred 
to the Liberian Circuit Court for arbitration on application of either 
party. Said Court shall make appointment of Three (3) arbitrators, 
technically qualified, one of whom shall be nominated for such purpose 
to the said Court by the President of the Republic of Liberia and one 
of whom shall be nominated for such purpose by the representative 
of Neep in charge of Neep’s affairs in the Republic of Liberia; these 
two to agree upon and choose a third arbitrator whom they shall 
nominate for such purpose to said Court. The arbitrators so appointed 
as aforesaid shall render their decision on the question or questions 
in dispute in writing and file same with the Clerk of the Circuit Court, 
together with a copy of testimony taken and statements of proceedings 
had, within Ninety (90) Days after their appointment as aforesaid. 
Unless an application for further arbitration, as hereinafter provided, 
be made by either party within a period of Six (6) Months after said 
decision is given, said decision shall be a definite settlement of the 
question or questions in dispute and shall be binding upon both parties, 
their Agents or Assigns, and the Government of Liberia agrees to make 
said decision operative. Should, however, either party feel aggrieved 
at the decision of the arbitrators, then the Government and Neep agree 
that the question or questions at issue shall be submitted to a sole 
arbitrator to be agreed upon or failing agreement to be nominated by 
the President of the International Chamber of Commerce and such
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arbitration shall be carried out in accordance with the arbitration 
regulations of the Republic of Liberia, provided, however, that in the 
case of such further arbitration each party shall bear its own respective 
costs; and provided further that the procedure of such further arbi- 
tration shall be as follows :— 

Written notice of desire for further arbitration shall be given by 
either party to the other within Six (6) Months after the written 
decision of the arbitrators in the first instance has been filed with the 
Clerk of the Liberian Circuit Court; thereupon both parties shall 
prepare and file with the Clerk of the Circuit Court within Sixty 
(60) Days after service of the notice, written statements of the ques- 
tion or questions in dispute, and these statements together with a 
copy of the testimony and proceedings of the arbitrators together 

with a copy of their decision, shall be certified by the Clerk of the 
Circuit Court and delivered within Five (5) Days after receipt of 
said papers in his office to the Secretary of State of Liberia who will 
thereupon promptly arrange with the President of the Interna- 
tional Chamber of Commerce for further arbitration of the question 
or questions in dispute in the manner as stated above, the decision 
of which arbitration shall be final and binding upon both parties to 
this Agreement. 

It is understood and agreed that the final decision shall become 
effective Thirty (30) Days after such final decision has been rendered 
and shall not be retroactive. 

It is also understood and agreed that during the period of arbitra- 
tion, Neep shall be permitted by the Government to carry on without 
interference, all operations under this Agreement, including the 
operations involved in the subject matter of dispute, which Neep had 
undertaken, and, being undertaken, had not been objected to by the 
Government prior to the dispute arising. It is understood, however, 
that the fact there was no objection on the part of the Government 
shall not prejudice its rights in the subject matter of dispute. 

Section B. It is hereby expressly understood and agreed that the 
arbitration procedure provided for herein does not apply to any civil 
or criminal proceedings which might be brought by or against em- 

ployees of Neep in Liberia. 
In Witness Wuereor the parties hereto have hereunto set their 

hands and seals the day and year first above written. | 

De Noorp Evrorrescue Erts en Pyrier My. 

| Tue GOVERNMENT OF LIBERIA . 

D. Carre: Director, Holland Syndicate
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882.635 Neep/6 : Telegram 

The Secretary of State to the Minister in Liberia (Walton) 

Wasuineaton, October 13, 1937—6 p. m. 

94, Personal for the Minister from McBride. Your despatch 126, 

September 7 regarding Neep concession. The following questions 
occur to me personally in connection with the indicated sections of the 

agreement. 

Article 3, Section D. In order to spread development through 
various sections of the country rather than concentrate improvements 

in Monrovia, it might seem in the best interest of Liberia to select 

Cape Mount as the location for the proposed harbor basin. 
Article 4, Section C. It might appear to be more advantageous for 

Liberia to provide for royalties on percentage basis of sales value or 
of profits, in accordance with the provisions of Section 3, Article 1 of 
the Liberian Executive Order No. 6 of July 20, 1936, rather than to 
stipulate for a fixed royalty. In as much as Liberian iron ore is 
understood to be of high quality, it would seem that royalties on a 
percentage basis, along the lines provided for in the above-mentioned 
executive order, might give the Liberian Government a higher return 

than that proposed by the agreement. 
Article 4, Section E. In view of the relatively small acreage which 

Neep proposes to lease, 300 white employees appears to be unduly 
large and out of proportion to the character and extent of the work 
to be undertaken. The potential disadvantages inherent in admitting 
an unnecessarily large number of employees of other nationalities will 
doubtless not have escaped the Liberian authorities, 

Article 4, Section I, Although the purposes which the Liberian 
Government had in mind in inserting this article are clear, the ques- 
tion arises as to whether those purposes will be accomplished by the 
present wording. For example, what is to prevent the sale or transfer 

of Neep shares with the result that control of the company would 
pass to interests which might be unfriendly to Liberia? 

In the event that your opinion is requested regarding the terms of 
the contract, you may feel it proper to offer your personal views along 
the lines of the foregoing. If changes are to be made in the contract 

I assume that it would be better to make the alterations before the 
agreement is submitted to the Legislature. [McBride.] 

Hut. 

882.635 Neep/7 : Telegram 

The Minister in Liberia (Walton) to the Secretary of State 

Monrovia, October 18, 1937—10 a. m. 
[Received 7: 45 p. m.} 

47, Your telegram No. 24, October 13, 6 p.m. For McBride. Sug- 
gestions regarded as most helpful and timely by President Barclay.
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Legislature will change article IV section C to provide a 25 per cent 
royalty on selling price of ore rather than fixed royalty. Informa- 
tion 1s sought as to the normal selling price when armament races are 
not in progress. 

The legislature will change article IV section E limiting employ- 
ment to 150 white employees. 

Upon my suggestion, Judge Fisher now here will be asked to 
cooperate to insure accomplishment of purposes desired in article IV 
section I. Please advise if section I of article IV were amended by the 
addition “nor shall any of the shares of Neep, or any interest therein, 
without such consent, be transferred to or held by other than Nether- 
lands nationals” would this infringe rights under existing treaties 
of nationals of other treaty powers not so authorized to hold shares? 

Selection of Cape Mount instead of Monrovia as site for proposed 
harbor basin is a moot question, on which I have hesitated to raise with 
the President until now, although I have freely expressed my view to 
Secretary Simpson * and Secretary Dennis, also to Messrs. Saben ® 
and Caffe, both of whom favor Monrovia. The President agreed with 
my contention that a Government-property basin would not be desir- 

able in front of the Legation site. However, he thinks Monrovia offers 
more advantages in the development of export trade because of its 
geographical location and it is a focal point of roads tapping the 
interior. When asked if a new Legation site would be agreeable I 
replied in the negative, stating architect’s plans have been largely 
influenced by topography and if new blueprints had to be made there 
was no telling when Legation would be ready for occupancy. I 
referred to my reluctancy to live in present quarters much longer. 
My belief is that with strong objections registered by the three coun- 

tries directly concerned, United States, Great Britain and France, 
a final decision could be reached to build harbor at Cape Mount. 

Wat.ron 

882.635 Neep/9: Telegram 

The Secretary of State to the Minister in Liberia (Walton) 

Wasuinerton, October 23, 1937—3 p. m. 
25. Personal for the Minister from McBride. Your 47, October 

18, 10 a. m. 

1. In years 1929 to 1936 base selling price of iron ore at Lake Erie 
docks ranged between $4.50 and $4.80 per gross ton depending upon 
grades. No accurate information available regarding selling prices 
of iron ore in foreign countries. 

* Clarence L. Simpson, Liberian Secretary of State. 
mere Saben, administrative specialist employed by the Liberian Govern-
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2. Proposed change in Article IV Section E, reducing to 150 the 
number of employees of foreign nationality which Neep may engage 
in Liberia, might appear still to leave to the concessionaire privileges 
which might be regarded as disproportionate to the proposed lease 
of 6500 acres. The Firestone Agreement, which applies to a potential 
lease of one million acres, provides for no more than 1500 foreign 
employees. 

3. The purposes of the Liberian Government might perhaps be ac- 

complished by adding some such provision as the following to Section 
I of Article IV: 

“Neep agrees that at least 60 percent of its stock shall be retained 
at all times in Dutch or Liberian control, and that the members of 
its Board of Directors shall be Dutch or Liberian nationals.” 

Similar restrictions were recently accepted by an American company 
when obtaining a concession in one of the countries of the Near East." 

4. Please keep me informed of any decision regarding the site of 
the proposed harbor basin. 

5. These observations and suggestions, which you will appreciate 
are my own personal views, are offered for your consideration. 
[ McBride. ] 

Hoi. 

882.635 Neep/8 : Telegram 

The Minister in Liberia (Walton) to the Secretary of State 

Monrovia, October 24, 1937—3 p. m. 
[Received October 24—11:16 a. m.] 

49. Dr. R. G. Fuszek, Health Director for Liberia, returned on the 
Wadai October 22nd after a 6 months leave of absence. October 24 
at 9:45 a. m., Dr. Fuszek called on me at the Legation, when told by 

Steward that the Minister was taking his bath the visitor sent his card 
saying he would wait on the veranda. 

After bringing me greetings from Dr. Hermanns, former German 

Consul General at Monrovia, now in Berlin, and informing me of his 
efforts while at home in Budapest to counteract unfriendly propaganda 
against Liberia, Dr. Fuszek brought up Neep concession. Remarked 
that he hoped Legislature would ratify Agreement but questioned 
financial ability of promoters to make undertaking a mammoth and 
successful one. He enthusiastically advocated the inclusion of German 
capital. Krupp, Garland said, could furnish the necessary machinery 
and materials for harbor basin, rails and cars and insure the exploita- 
tion of Liberia’s rich mineral resources not only in the Bong Mountains 
but elsewhere in the Republic. 

Wor correspondence regarding the grant of an oil concession by the Iranian 
Government to the Amiranian Oil Co., see pp. 735 ff.
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Dr. Fuszek pessimistically observed that Dutch and English capital- 
ists were promoting Neep. He predicted that if the English invest- 
ment was large Neep’s operations around Cape Mount so near to Sierra 
Leone would eventually result in England taking possession of Liberia. 
Germany had no such designs he assured me. 

I replied it was the first time I had heard that English capitalists | 
were stockholders and that my Government’s only interest in the 
matter was to see that Liberia developed its natural resources and 
reaped deserved remuneration. 

Further reference by Dr. Fuszek to the desirability of German 
capital failed to elicit one word of comment from me. Casually stated 
he understood there was some little opposition to German participa- 
tion. Dr. Fuszek left the Legation at noon. Obviously he was not 
paying altogether a social call. On the few previous occasions he has 
visited me he remained less than 10 minutes. 

Shortly before going on leave his American made car was demolished 
in an accident. He informed me he had been induced in Germany to 
buy a specially built Mercedes now being shipped. 

Watton 

882.635 Neep/11: Telegram 

The Secretary of State to the Minister in Liberia (Walton) | 

WasHINnoToNn, October 26, 1937—6 p. m. 

26. Personal for the Minister from McBride. Your 49, October 
24,3 p.m. : 

1. As you know, we have always felt that it was in the best inter- 
est of Liberia to develop its natural resources through the introduc- 
tion of foreign capital, and that it would be preferable not to con- 
fine such capital to any one nationality. Accordingly, contracts 
along the general lines of the Neep concession might appear to be 
advantageous to Liberia. 

2. I understand, however, that the Liberian authorities consider 
that it would be definitely undesirable to permit the control of foreign 
enterprises in the country to fall into the hands of interests which 
might prove unfriendly or definitely dangerous to Liberian sover- 
eignty. The information contained in your telegram might there- 
fore indicate the importance of proceeding cautiously with respect 
to such matters as those discussed in paragraphs numbered 2 and 
3 of my telegram of October 23. 

3. In the event your personal opinion is sought you may consider 
it appropriate, while furnishing to President Barclay such of the 
information contained in your telegram as may appear desirable to 
you, to reply along the lines of the foregoing which represents my 
personal views.
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4. I am endeavoring to obtain further information regarding na- 
tionality of Neep interests and extent of their resources. [McBride.] 

Hon 

882.00 General Conditions/5 

The Minster in Liberia (Walton) to the Secretary of State 

No. 138 Monrovia, October 27, 1937. 
[Received November 17. ] 

Sir: I have the honor to enclose herewith a report on general con- 
ditions in Liberia during the past month. 

Respectfully yours, Lester A. Watton 

[Enclosure—Extract] 

Report on General Conditions in Liberia During September 

II. Internationa Economic 

1. Germany Offers to Exploit Liberia’s Forest Reserves 

The Liberian Government has received an unofficial proposal from 
the German Government in which the latter offers to cooperate in the 
exploitation of Liberia’s valuable timber lands by sending from the 
German Forestry Division an expert to assume full supervision of 
this phase of governmental activity. 

The German Government is willing to pay the salary of the Forestry 
expert if the Liberian Government will provide him with quarters and 
food and a force of 30 laborers. 

During the month of July, Mr. Kurt Woermann, one of the pro- 
prietors of A. Woermann and Company, visited Liberia. While in 
Monrovia, he called on President Barclay and discussed the possibility 
of his firm making large purchases of Liberian products, particularly 
palm kernels. In the course of the conversation the timeliness of 
exploiting Liberian timber was mentioned. Mr. Woermann gave the 
impression that his company would gladly explore the commercial 
possibilities of a foreign market for Liberian woods. 

President Barclay was, therefore, greatly surprised to receive a 
letter from Mr. Woermann under date of August 26, in which the 
writer stated he had taken up the matter with the German Government 
which was prepared to send to Liberia one of its experts from the 

German Forestry Division. Mr. Woermann further stated that 
Germany would be pleased to cooperate with Liberia on all economic 
matters in a spirit of amity, and suggested that President Barclay 
confer with the German Consul General at Monrovia relative to the 
forestry proposal.
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President Barclay, through his private secretary, acknowledged 
receipt of the letter, promising to give the matter due consideration. 

° ° e ° e a e 

882.635 Neep/12 : Telegram 

The Acting Secretary of State to the Minister in Liberia (Walton) 

Wasuineton, November 1, 1937—8 p. m. 

27. Personal for the Minister from McBride. I have received in 
confidence the following information regarding Neep: 

“Neep joint stock company, incorporated in Amsterdam December 
2, 1929, with nominal fully paid in capital florins 50,000 in 50 bearer 
shares each florins 1000. Four directors, all residing Amsterdam, 
one of whom Karl Ginsberg, German subject, born Breslau and 
associates of whom all named Bloch born Upper Silesia, originally 
German subjects, but naturalized January 4, 1937, as subject[s] of 
Liechtenstein. Four proxies, all German subjects. 

D. Caffe, Netherlander, address Kadegold does not appear as 
officer or proxy Neep but is said to have been in Monrovia as late as 
July 20, 1937. He may be authorized representative of Neep in 
Liberia.” 

Since the foregoing appears to indicate a complete absence of well 
established Netherlands interest in Neep, the points made in paragraph 
numbered 2 of my telegram 26 of October 26 take on added importance. 
[McBride. | 

| WELLES 

882.635 Neep/138 : Telegram 

The Minister in Liberia (Walton) to the Secretary of State 

_ Monrovia, November 4, 1937—noon. 
[Received 1:35 p. m.] 

54. For McBride. Your 27, November 1, 8 p. m. Government’s 
confidence in Neep’s financial status appreciably weakened. Pro- 
moters seek aid from Amsterdamsche Bank, N. V., Amsterdam, Hol- 
land, which is unconvinced of project’s practicability. New engineers 
therefore en route to investigate further. 

Japanese Ambassador at Paris has proposed to Liberian Minister 
that Liberia export iron and cotton to Japan to be shipped via South 
Africa instead of Suez Canal. Japan willing to send experts to teach 
Liberians cotton culture. Liberian Minister suggests that iron con- 
cession be exploited jointly by Dutch, American, Belgian and Japanese 
nationals. President Barclay confident of American participation. 

Exclusion provision submitted to President. Great curiosity in 
Neep displayed here by undesirable interests. 

Watton
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882.635 Neep/15 : Telegram 

The Minister in Liberia (Walton) to the Secretary of State 

) Monrovia, November 19, 1937—3 p. m. 
[Received 9:24 p. m.]| 

61. President today sent message to Legislature asking immediate 
consideration of initialed Neep Agreement. Gave 11 reasons for 
favorable action. Said Government first made overtures to company. 

Numerous amendments expected to be adopted including provisions 
against undesirable participation. Swedish engineers have arrived 
with three trucks and machinery. Promoters claim to have secured 
necessary funds. 

WaALron 

882.635 Neep/17 : Telegram 

The Secretary of State to the Minister in Liberia (Walton) 

Wasuineton, November 27, 1937—5 p. m. 

83. Personal for the Minister from McBride. 
1. Your despatch 138, October 27, page 3. I cannot avoid feeling 

somewhat disturbed at the offer made regarding the forestry expert, 
to which the considerations mentioned in paragraph numbered 2 of my 
26, October 26, 6 p.m. appear distinctly applicable. In the event that 
your opinion is requested you may consider it appropriate and expe- 
dient to advance discreetly to President Barclay those considerations 
as representing your personal and unofficial view. 

2. Your 61, November 19, 3 p.m. Do you consider that the pro- 
posed amendments against undesirable participation in the Neep 
concession afford adequate safeguards to Liberian interests? Infor- 
mation is being sought regarding Neep claim that it has obtained 
necessary capital. 

3. I should appreciate receiving your opinion as to whether there 
may not be disturbing implications in the Neep agreement and in 

the offer of the forestry expert. [McBride.] 
Hout 

882.635 Neep/18 : Telegram 

The Minister in Liberia (Watton) to the Secretary of State 

Monrovia, November 30, 1937—4 p. m. 
[Received November 30—3:01 p. m.] 

65. For McBride. Your telegram No. 33, November 27, 5 p. m. 
President and I share your apprehension. We have discussed subject 
on several occasions. I am transmitted [transmitting?] by December
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12 pouch full report on the situation, which, while disturbing is not 
now viewed with alarm. Within last 3 months a half dozen visitors 
of said nationality have arrived ostensibly to paint birds, collect 
shark liver, hunt big game or on some other pretext to get into the 
hinterland. Government has just turned down request to permit 
establishment of bacteriology observatory in the interior. The visi- 
tor, believed to be a secret agent who brought forward this proposi- 
tion, is guest of individual referred to in my telegram No. 49, October 
24,3 p.m. Soon after his arrival he was visited for over an hour by 
his foreign representative here. The Government has granted suspect 
permission only to visit Firestone plantations and Lutheran Mission. 
I am asked to assure you that forestry and all such proposals will 
receive unfavorable consideration. 

President thinks amendment, which provides that 60% of the 
Neep stock shall always be in control of nationals of the Netherlands 
or Liberians is adequate to safeguard Liberian interests. 

| Watton 

882.635 Neep/22: Telegram 

The Minister in Liberia (Walton) to the Secretary of State 

Monrovia, December 3, 19387—11 a. m. 
| | [Received December 3—9: 21 a. m.] 

66. Neep Agreement ratified by the Legislature. President em- 
powered to settle controversial points at issue, such as sliding scale 
of from 4 to 6 cents royalty and additional royalty on all other min- 
erals mined apart from iron. 

| Watron 

882.635 Neep/23 : Telegram 

The Secretary of State to the Minister in Liberia (Walton): 

WasHineton, December 3, 1937—7 p. m. 

35. Personal for the Minister from McBride: My 33, November 27, 
5 p.m. and your 65, November 30, 4 p. m. 

After some difficulty I have been able to obtain in strict confidence 
from our representatives at The Hague the following definite infor- 
mation regarding Neep: © 

“Careful inquiry indicates that Neep cannot itself finance Liberian 
project and that Netherlands capital cannot be induced to participate 
in exploiting so contrary to financial practice in this country particu- 
larly as no present interests exist here for mining properties. Muller 

” The following quotation was taken from telegram No. 107, December 1, 8 
p. m., from the Minister in the Netherlands (882.685 Neep/21).
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and Company mentioned in memorandum is unquestionably the 
Netherlands firm of W. G. Muller and Company of Rotterdam which 
after a period of financial difficulties has recently been reorganized on 
sound basis with very conservative Netherlands directors who would 
not consider operating through an organization such as Neep. Mul- 
ler relinquished iron mining interests in Morocco several years ago 
and has been endeavoring for some years to dispose of iron mining 
properties in Spain valued at approximately 2 million florins. Two 
of the best informed financial personalities both emphatic that no 
Netherlands capital would participate in Neep project. Neep main- 
tains accounts with Amsterdamsche Bank but it is inconceivable that 
the latter would consider financially supporting former. The direc- 
tors of Neep practically unknown in the leading banking circles here 
but inquiries reveal that they are of good repute although having no 
large resources here. My investigation conclusively indicates that 
source of any available capital is foreign to the Netherlands.” 

I believe that you may consider it desirable to give the sense of this 
information to President Barclay in strict confidence. At the same 
time you may find it appropriate to discuss with him the present situ- 
ation regarding colonial expansion in Africa. As you know, it is the 
desire of the American Government to see Liberia prosper and pro- 
gress in every way. Many of our citizens are similarly interested in 
Liberia’s progress and independence and any developments which 
threaten that independence are naturally of concern to us. 

You are of course aware that German leaders have made several 
public statements recently regarding Germany’s colonial ambitions. 
On October 28 Mussolini made a speech in support of German colo- 
nial demands. The German thesis is that her economic problems are 
inseparable from the colonial problem and that Germany must regain 
possession of colonial property. German leaders have made it clear 
in recent discussions, however, that they do not insist upon a return 
of the specific colonies lost during the war but that they would be 
agreeable to accepting territory in Africa of equal value. 

In view of this situation I feel sure that President Barclay will 
realize the imperative necessity of giving the closest scrutiny to pro- 
posals such as those involved in the Neep concession and in the offer 
of a forestry expert. 

You are aware that the Department has always felt that Liberian 
resources should be developed, in the best interest of the country, by 
outside capital representing a diversity of national interests, par- 
ticularly those whose governments have no territorial ambitions in 
Africa. However, the Department has also felt that the Liberian 
Government should avoid granting concessions even to friendly for- 
eign interests unless it is convinced that they are not merely specu-
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lators or promoters and that they possess sufficient capital and experi- 
ence to work the concessions themselves. A great distinction is to be 
drawn between speculators and promoters who make initial surveys 
and then attempt to hawk a concession in the open market and serious, 
experienced concerns with ample capital who intend to operate a 
concession themselves. Our information appears clearly to indicate 
that Neep fails to meet the desired requirements in these respects. 
Furthermore, that information seems to me to leave no doubt that 
more study and investigation should be made before the granting 
of the concession is finally concluded. Under the circumstances I as- 
sume that President Barclay will conclude that the concession should 
not be ratified until further investigation satisfies him that Neep 
actually has sufficient capital and experience, is not affiliated in any 
way with undesirable interests, and intends itself to work the pro- 
posed concession. 

If in the face of all the dangers referred to, the Liberian Govern- 
ment should decide to ratify the agreement, I am afraid that the 
question might arise as to whether the Department could continue 
to endeavor to assist Liberia in the improvements and reforms which 
President Barclay has carried out with such conspicuous success. 
His statesmanlike leadership has brought his country such prosperity 
and peace that it would be a pity to mar that splendid record by the 
adoption of a policy which might have unfortunate results. I am 
fearful also that a question might arise as to whether we should pro- 
ceed with the construction of our new legation quarters. In any case 
the expropriation of land for the harbor basin at Monrovia may delay 
such construction for an indefinite period. 

I believe that you would be justified in laying these considerations 
which are my own personal views before President Barclay, stressing 
our own disinterestedness and our desire for the continued peace and 
prosperity of Liberia, and urging upon him, in view of the active 
colonial demands of certain European countries, the necessity of 
exercising the utmost caution and consideration before granting con- 
cessions or accepting foreign advisers. - | | 

Your 66, December 3, 11 a. m., was received just after above was 
written. Inasmuch as we understand that President Barclay has 
not yet signed the agreement please bring urgently these matters to 
his attention so that he may satisfy himself on all points before finally 
and irrevocably taking action which might have such serious con- 
sequences for his country. Be co 

Please report promptly result of your conversations. [McBride.]
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882.635 Neep/24 : Telegram 

The Minister in Liberia (Walton) to the Secretary of State 

Monrovia, December 6, 1937—5 p. m. 
[Received December 7—7 : 22 p. m.] 

67. Your telegram No. 35, December 3, 7 p. m. Conferred with 
President today as you were aware and really received with due 
appreciation. Impasse between President and Neep over amendments 
and failure of Neep to satisfy Government of its financial status, 

fundamental questions answered vaguely, indefinitely, or not at all. 

I venture prediction that act will not be approved by the President. 

Neep takes,emphatic exceptions to provisions in the act: that at 

least 60 per cent of the shares under the present or any other future 
authorized capitalization shall be issued only to Netherlands or Li- 

berian nationals, and none or any interest therein shall be transferred 

inter vives or mortis causa to any person, natural or judicial of any 
other nationality without the prior written consent of the Government 

thereto; that should Neep decide to produce metals from ores of any 

kind won from areas granted under agreement, and export or dispose 

of such metals instead of ores, Government shall be entitled to a royalty 

on such metals of not less than 15 per cent of value f. 0. b. Monrovia; 

that Neep employ 150 instead of 300 technicians. 

Neep has been unable to answer questions satisfactorily relative to 
its capitalization, number of shares of stock issued and par value of 
a share, the principal stockholders and how many shares owned by 
each, if the estimated capital necessary to establish proposed enter- 
prise is between $6,000,000 and $7,000,000, has Neep at present un- 
obligated assets sufficient to finance 50 per cent of capital investment 

and of what do these assets consist. 
The Government is informed by D. Caffe, local representative, 

that Neep’s resources are formed from substantial resources of four 

directors—the three Blochs and K. Ginsberg—there and has opened 
a revolving credit of 25,000 pounds for 14 months at the Bank of 
Monrovia. Telegrams signed “Amsterdamsche Bank” sent to Presi- 

dent at Caffe’s instance stating “company’s means are considerable 

and several times more than nominal capital. Management highly 

respectable and capable and would not take engagements they could 
not fulfill. Information is given confidentially and without our 
responsibility.” 

It is becoming increasingly apparent to high Government officials 
that company’s financial outlay is negligible for a $7,000,000 project 

and that promoters are probably seeking concession as a speculation. 
Neep has advised the Government that it intends to divide remain- 

ing shares of stock with American and Swedish mining interests but 
is unable to give names.
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President Barclay wishes to assure you that his views are very simi- 
lar to yours with respect to agitation over African colonies which 
he follows closely. He appreciates political implications. 

I have been asked that you suggest some adequate arrangement 
making possible the exploitation of Liberia’s rich iron ore under 
desirable financial arrangements. Should Neep’s proposal be ulti- 
mately rejected, the President does not wish to be criticized abroad 
nor accused at home of refusing a concession that would have mate- 
rially contributed to the prosperity of the country. The Legislature 
has vested the President with broad powers to represent govern- 
ment on controversial issues. 

In view of the latest developments I do not think it is necessary 

to negotiate for new Legation site and that engineer should start 
for Monrovia as soon as possible. In the December 12 pouch I am 
transmitting amendments to act and copies of recent correspondence 
between President and Neep representative. 

Warton 

882.635 Neep/26 : Telegram 

Lhe Secretary of State to the Minister in Liberia (Walton) 

Wasuineton, December 8, 1937—6 p. m. 
36. Personal for the Minister from McBride. Your 67, December 

6, 5 p.m. 
1. Your message is reassuring and I should be grateful if you would 

express my appreciation to President Barclay. 
2. I am seeking further information regarding Neep’s resources 

and background and its relations with Amsterdamsche Bank and I 
will advise you further when this is received. 

8. We shall give thorough consideration to matter raised in penulti- 
mate paragraph of your telegram with a view to seeing whether we 
cannot make some helpful suggestions. [McBride.] 

Hour 

882.635 Neep/25 : Telegram 

Lhe Secretary of State to the Minister in the Netherlands (Gordon) 

WasuineTon, December 8, 1937—6 p. m. 
73. Your 107, December 1, 3 p. m.“ Information from Monrovia 

indicated that Neep has been unable satisfactorily to answer questions 
relative to its capitalization, number of shares of stock issued and 
par value of shares, the principal stockholders and number of shares 

© See footnote 59, p. 851.
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owned by each; also whether it has present unobligated assets suffi- 
cient to finance 50 percent of estimated capital investment of 6 to 7 
million dollars and of what assets consist. Caffe, Neep’s representa- 
tive in Liberia, has stated that organization relies on substantial 
resources of four directors, the three Blochs and Ginsberg, and that 
revolving credit of 25,000 pounds has been opened at Bank of Mon- 
rovia. Telegrams signed “Amsterdamsche Bank” sent to Liberian 
authorities state that Neep’s “Means are considerable and several times 
more than nominal capital; management highly respectable and capa- 
ble and would not take engagements they could not fulfill. Informa- 
tion is given confidentially and without our responsibility”. It is 
reported from Monrovia that it is becoming increasingly apparent 
that Neep’s financial outlay is negligible for a 7 million dollar project 
and that promoters are probably seeking concession as a speculation. 

Please convey foregoing to Patton and cooperate with him and 
Commercial Attaché, if you perceive no objection, in endeavoring 
most discreetly to ascertain information on Neep’s background, po- 
tential resources and whether above quoted message from Amster- 
damsche Bank represents its considered opinion. 

882.635 Neep/28 : Telegram 

Lhe Minister in the Netherlands (Gordon) to the Secretary of State 

Te Hacuer, December 15, 1937—6 p. m. 
[Received December 15—2: 45 p. m.] 

114. Department’s telegram 73, December 8, 6 p. m. The follow- 
ing is from Patton * who called at the Legation today. He had just 
visited Rotterdam when [where?] he was informed by a director of 
Muller and Company that samples of iron ore accidentally discovered 
in Liberia by diamond prospectors were submitted in 1935 to that com- 
pany which endeavored to form exploration syndicate but “could 
not raise one dollar for that purpose in the Netherlands” whereupon 
the company’s interest ceased. Neep then took up the matter. Con- 
fidential report Amsterdamsche Bank to Netherlands Indian Trading 
Bank practically duplicates former’s cablegrams to Monrovia as cited 
in Department’s telegram under reference. Patton feels, however, 
that direct approach to Amsterdamsche Bank might reveal a some- 
what different attitude and wishes to know if the Department would 
approve such. action. : 
Amplifying report from Patton by next pouch ® and Legation is 

making other investigations. | 
Gorpon 

* Kenneth S. Patton, Consul General at Amsterdam. 
? Not printed.
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882.635 Neep/28 : Telegram 

The Secretary of State to the Minister in the Netherlands (Gordon) 

Wasuineton, December 18, 1937—4 p. m. 
78. Your telegram 114 of December 15,6 p.m. We greatly appreci- 

ate Patton’s helpful reports. A direct approach to the Amster- 
damsche Bank regarding Neep does not seem advisable, however, at 
least for the present. 

Hui 

982609—54——55
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PROPOSED ABOLITION OF CAPITULATORY RIGHTS OF THE UNITED 

STATES IN THE FRENCH ZONE OF MOROCCO 

783.003/200 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State 

Lonpon, April 7, 1937—6 p. m. 
[Received April 7—3: 45 p. m.] 

200. In a confidential conversation yesterday between a member of 
the Embassy staff and an official of the Foreign Office who will be a 
member of the British Delegation at the forthcoming Montreux Con- 
ference,' the latter stated that the French doubtless would raise dur- 

ing that Conference the question of the capitulatory regime in Morocco 
and that the British Government had in fact already been approached 
by the French Government in the matter. It was pointed out that 
the British Government under the terms of Anglo-French declaration 
of April 8, 1904, whereby the two contracting parties bound them- 
selves not to obstruct each other’s action in Egypt and Morocco is 
obligated to renounce capitulatory rights in Morocco when the French 
make a similar renunciation in Egypt (secret article No. 2 of the © 
Anglo-French declaration published in British Treaty Series No. 24, 
1911). The Foreign Office official further stated that they have even 
drawn up a tentative draft of an agreement with the French on the 
matter. 

While the question of the capitulatory regime in Morocco is tech- 
nically distinct from economic problems, the Foreign Office official 
stated that they are entirely aware that renunciation of capitulatory 
rights will entail reconsideration of existing British treaties with 
Morocco and reshaping of commercial policy. The French position 
it was said inevitably will be strengthened by renunciation by Great 
Britain of her capitulatory rights. Final agreement between the 
British and French on problems concerning Morocco will not, of 
course, be effected at Montreux but negotiations to that end apparently 
will follow any agreement concluded at Montreux with respect to 

Kgypt. 
BIncHAM 

*See pp. 615 ff. 
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781.003/16 : Telegram 7 

The Secretary of State to the Ambassador in France (Bullitt) 

WasHInotTon, April 18, 1937—2 p. m. 

170. London has been requested to repeat to you by mail its 200, 

April 7, 6 p. m., which reports an agreement by the British to relin- 

quish capitulations in Morocco. We have, of course, expected this. 
With the consummation of such an agreement we anticipate that the 
French will soon approach us, probably through you. 

Our essential interest in Morocco is one of trade. We want main- 

tained the existing principles governing Moroccan trade, namely 
“economic liberty without inequality”. This means equality with 
all, including France. Anything less than equality with France 
means the dissipation of a large percentage of our existing exports to 
Morocco. France apparently feels that she and her trade should be 
in a preferred position. The Act of Algeciras? and other Moroccan 
treaties have made it impossible for France to obtain this preferred 
position juridically. Nevertheless through decrees and administra- 
tive tactics the Protectorate authorities have sought to obtain this 
position for French commerce. Decrees and regulations may because 
of our capitulatory position be applied to American nationals and 
ressortissants only in the event this Government gives its assent. 
Capitulations in Morocco have therefore become of prime importance 
in the protection of our trade. This represents our essential interest 
in the maintenance of capitulations. Any relinquishment of our 
present capitulatory rights would have to be accompanied by real 
guarantees for our commerce. - 

Once the British renounce their capitulations we apprehend that 
the French will bring insistent pressure to bear on us, the only re- 
maining capitulatory power, to renounce our rights also. If the 
French approach us we will be obliged to negotiate. We of course 
do not wish to make the first move. However, the foregoing may 
be helpful to you in watching developments and particularly in case 
the French approach you in the matter. 
We would welcome any information or ideas you may have along 

these lines. | 
Ho 

781.003/17 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, April 16, 1937—1 p. m. 
[Received April 16—12: 50 p. m.] 

488. Department’s 170, April 18,2 p.m. You will recall from my 
28, January 8, 7 p. m.,? that Vienot, Undersecretary of State for 

, Signed April 7, 1906, Foreign Relations, 1906, pt. 2, p. 1495. 
Not printed.
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- Foreign Affairs, said to me at that time that he wished to take up 
the question of capitulations in Morocco. He did not, however, fol- 
low up this conversation in any way and nothing more was heard 
of the matter. 

It is of course obvious that when the French come to us with a 
request to renounce our capitulatory rights these rights will possess 

a certain nuisance value which we might attempt to capitalize. The 
British, in giving up their capitulatory rights in Morocco, will have 
received a gud pro quo in the form of French renunciation of capitu- 
Jations in Egypt. For our part we might conceivably consider re- 
questing in addition to satisfactory guarantees for our commerce with 

Morocco certain concessions possibly relating to our trade with France 
or French colonies. 

However, in considering this matter it occurs to me, first, that the 
French Government has been playing the game fairly with us recently 
(witness their attitude in the Saint Pierre liquor smuggling case ¢ and 
in the apple and pear matter °) and, second, there seems to be nothing 
at this time which we need from the French. Furthermore, I have an 
idea that despite our nuisance value in this matter we shall find it 
dificult enough to obtain guarantees for our commerce with Morocco 
which will prove satisfactory in practice: the French may be expected 
to press the argument that having developed Morocco at the cost of 
French lives and money they should be allowed a preferential posi- 
tion; and of course guarantees which look well on paper can always 
be chiselled away by administrative action. 

Therefore, unless at the time the French raise this Moroccan ques- 
tion with us there should be some other matter of interest under dis- 
cussion between the two Governments it seems to me that the wiser 
policy will be to deal with the Moroccan question solely on its merits 
and while insisting on satisfactory guarantees of equality of treat- 
ment for our trade with Morocco to fall in line with the policy now 
being worked out at Montreux regarding the Egyptian capitulations 
which has already been accepted by the British as regards Morocco. 

| Buuyitr 

781.003/23 : Telegram | 

The Ambassador in France (Bullitt) to the Secretary of State 

Parts, July 24, 1987—4 p. m. 

oe [Received 6:20 p. m.] 

1041. An official of the Foreign Office tells us that the negotiations 
which have been taking place in London regarding the relinquishment 

“See pp. 298 ff. 
* See pp. 275 ff.
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by Great Britain of capitulatory rights in Morocco was initialed by 
the two delegations yesterday. It is expected that the agreement will 
be signed some time next week by Eden ° and Corbin.’ 

The agreement provides that the relinquishment of the capitulations 
will be effective on January 1, 1938. Provision is also made for the 
beginning of negotiations regarding British commercial interests in 

Morocco. — 
It may be presumed that upon the signature of the agreement with 

Great Britain the French Government will transmit to our Govern- 
ment a copy of the agreement at the same time requesting the opening 
of negotiations for the relinquishment on our part of the capitulations 

in Morocco. : 
Copy to London. 

BuLiirr 

781.003/26 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State : 

Lonpon, July 30, 19387—1 p. m. 
[Received July 30—9:15 a. m.] 

512.. My 506, July 27,6 p.m.® Foreign Office nforms me that Anglo- 
French Convention for the Abolition of British capitulations in 
French Morocco was signed in London yesterday.® 

BiIncHAM 

781.003/31 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, August 11, 1987—8 p. m. 
[Received August 11—5:35 p. m.] 

1143. Monsieur Henri Coursier, Chief of Division at the “Sous- 
direction de l’Afrique du Nord” at the Foreign Office called on Mr. 
Tuck * yesterday afternoon with regard to the question of the relin- 
quishment by the United States Government of capitulatory rights 
in Morocco. He reminded Mr. Tuck that he had had an informal talk 
with Mr. Wilson™ on the subject a short time ago (see Embassy’s 
telegram 1041, July 24, 4 p.m. 19387). He said that it was the inten- 

* Anthony Eden, British Secretary of State for Foreign Affairs. 
* André Charles Corbin, French Ambassador in the United Kingdom, 
*Not printed. 
*For text, see British Treaty Series No. 8 (1988), or British Cmd. 5538, Mis- 

cellaneous No. 7 (1937): Convention for the Abolition of Capitulations in 
Morocco and Zanzibar. 

* Somerville P. Tuck, First Secretary of Embassy. 
* Edwin C. Wilson, Counselor of Embassy.
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tion of the French Government to begin negotiations with the Amer- 
ican Government in the near future looking towards our relinquishing 
of capitulatory rights in Morocco. He added that he would shortly 
send for our information a letter containing the text of the Franco- 
British Agreement signed in London recently. He asked Tuck 
whether he, Tuck, could inform him as to the intentions of our Gov- 

ernment with regard to where such negotiations could be held to the 
best advantage. Tuck replied that while he was not familiar with 
the question he.presumed that if the French Government intended 
to bring the matter up it would do so through the French Embassy 
in Washington. Coursier then told Tuck that the Quai d'Orsay 
would probably shortly instruct the French Chargé d’Affaires in 
Washington to suggest negotiations with the Department of State. 
Coursier expressed personal view that if the American Government 
consented to such negotiations these could be held to greater advantage 
in Paris than in Washington since the French Chargé d’Affaires was 
not familiar with the technicalities of the question. . : 

T have now received the French texts of the French-British Agree- 
ment, which is a document of 30 foolscap pages, together with a note 
saying that it is the intention of the French Government to instruct the 
French Embassy in Washington to communicate this text to the Gov- 
ernment of the United States and to request our efforts to make the 
same agreement as Great Britain for the abolition of capitulations. 

I shall send the text by pouch unless instructed by you to telegraph it. 
I venture to suggest once more that it would be in accordance with 

French diplomatic practice if we were to press for a settlement with 
regard to the outstanding questions of apples and pears and the Hai- 
tian loan * before agreeing to take up the question of our capitulations 
in Morocco. 

| Burr 

781.008/40 

The French Chargé (Henry) to the Secretary of State 

[Translation] 

Wasurneton, August 26, 1937. 
Mr. Secretary or State: I have the honor to advise Your Excel- 

lency that on July 29, 1937, there was signed at London, between the 
French Government and the British Government, a Convention con- 
cerning the abolition of the rights and privileges of a capitulatory 
character which are enjoyed by Great Britain in Morocco. This Con- 
vention was accompanied by an exchange of letters between the French 

* See vol. v, pp. 670 ff.
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Ambassador at London and the British Secretary of State for Foreign 
Affairs. 

The settlement concluded provides that the British consular courts 
in Morocco will be abolished on the entry into force of the Convention, 
that is tosay, January 1, 1938. 

On that date British nationals will become subject to trial in the 
French courts of the Sheriffian Empire under the same conditions as 
foreigners belonging to other States which have already renounced the 
capitulatory régime. Likewise, the right of protection will cease to 
be exercised by Great Britain over certain subjects of the Sultan of 
Morocco employed in British Consulates or business firms. Neverthe- 
less, in order to take account of certain acquired rights, the persons 

concerned, the list of whom will be established by the Residency Gen- 
eral of France in Morocco and the Consul General of England at Rabat 
in the course of the first half of 1938, will be subject, as long as they 
live, to the jurisdiction of the French courts for all cases not arising 
from Mohammedan religious law. In accordance with instructions 
which I have just received, I have the honor to transmit, herewith, to 
Your Excellency the text of the Franco-Britannic Convention and of 
its annexes. In proceeding to this communication, I wish to express 
to Your Excellency the keen interest which my Government would 
take in the conclusion with the Government of the United States of an 
agreement similar to that which it has just concluded with the British 
Government. 

The United States enjoys in Morocco the capitulatory régime by vir- 
tue of the treaty concluded between the two powers on September 16, 
1836." Article 25 of this Convention reads as follows: | 

“The present treaty shall be in force, God helping, during fifty 
years; at the expiration of that term, it shall continue to be binding 
on the two powers until one of them has notified its intention to de- 
part therefrom by notice twelve months in advance, in which case the 
effects thereof shall cease at the expiration of the twelve months”. 

The above-mentioned Convention between the United States and 
Morocco not having been denounced, the United States continues to 
benefit by the capitulatory régime in Morocco. In fact, following 
the conclusion of the Franco-Britannic agreement it remains today 
the last power in a position to avail itself of that régime. 

In advising Your Excellency of the desire of my Government to 
conclude with the American Government an agreement which would 
put an end to this régime, I take the liberty of recalling to Your Ex- 
cellency that during the Conference of Montreux which ended the 

“William M. Malloy (ed.), Treaties, Conventions, etc., Between the United 
States of America and Other Powers, 1776-1909 (Washington, Government Print- 
ing Office, 1910), vol. 1, p. 1212.
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régime of the capitulations in Egypt, the representative of the Amer- 
ican Government made declarations indicating the conciliatory spirit 
in which the American Government intended to settle this question. 
In fact, in the course of the inaugural meeting of this Conference, 
the delegate of the United States invoked “the good neighbor policy 
advocated by President Roosevelt”, to affirm “the greatest sympathy 
for the purposes set forth by the Royal Egyptian Government” “ in 
view of the abolition of the capitulations in Egypt. These declara- 

tions have given my Government reasons to think that, like the British 
Government, the American Government will be willing to consent to 
the abolition of the régime of capitulations in Morocco. 

Furthermore, in recognizing, some years ago, the French protec- 
torate in Morocco, the Government of the United States has already 
given to the French Government a proof of its friendship and of the 
sympathy with which it has welcomed the work undertaken by France 
in the Sheriffian Empire. This work, which is today consolidated, 
constitutes one of the principal factors of peace in Africa and in other 
parts of the world. The French Government believes that for the 
happy continuation of its task, it is desirable that a state of things 
signifying unity in all domains be substituted for a régime carrying 
certain privileges, the maintenance of which may appear as a limita- 
tion of its own sovereignty. It would, therefore, appreciate at its true 
value the new proof of friendship which the American Government 
would give to it today by consenting to conclude an agreement on the 
same bases as the Franco-Britannic agreement. : 

It goes without saying that American nationals would enjoy, like 
British nationals in Morocco, a régime in agreement with the general 
treaties and with Sheriffian legislation. For this purpose, I have the 
honor to send with the present communication the text of the Dahir 
of August 12, 1913,* on the present state of this legislation. This 
text defines the civil status of Frenchmen and foreigners in Morocco, 
thanks to a codification of the most liberal rules of international 
private law. 

In the view of my Government, the question of the abolition of the 
capitulatory régime enjoyed by the United States in Morocco might 
be settled either by a special Convention to be negotiated on the bases 
of the Franco-Britannic Convention of July 29, 1937, or by an ex- 
change of letters. 

This latter procedure, which would conform to that employed for 
admitting the United States to the benefit of the régime reserved for 

States members of the League of Nations in the mandated countries 

* See draft statement, p. 639. 
* See note of January 15, 1917, to the French Ambassador, Foreign Relations, 

1917, p. 1094. 
** For text, see P.-Louis Riviére, Traités, Codes et Lois du Maroc, vol. 8, p. 2.
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of Syria and Palestine, would offer the advantage of being more 
expeditious. The exchange of letters might bear effect beginning 
with the first of January, 1938. As to the establishment of the list 
of the ex-American protégés, it might be drawn up within a period 
of six months by agreement between the Residency General at Rabat 
and the competent American Consular authority. 

In case Your Excellency might agree to the procedure of the ex- 
change of letters, I think I should submit to you, herewith, a draft 
text.” : 

I may add that the Ministry of Foreign Affairs of the Republic is 
entirely prepared to give to the Embassy of the United States at Paris 
all supplementary explanations which the Embassy of the United 
States at Paris might desire to receive regarding the Franco-Britannic 
negotiations which have just come to a successful conclusion. In fact, 
it appears that the Franco-American conversations might be carried 
on more fruitfully at Paris because of the facilities which the Amer- 
ican experts would have for coming into touch with the high magis- 
trates and the officials of the protectorate of France in Morocco. 

In expressing the hope that the Government of the United States 
will be good enough to exert itself for the purpose of giving satisfac- 
tion to the legitimate desire of my Government to put an end in 
Morocco to a situation which appears to be incompatible with present 
conditions, I would be very much obliged to Your Excellency if you 
would be so kind as to advise me as soon as may be practicable of the 
reception given to the proposal of Mr. Yvon Delbos.* 

Please accept [etc. | JULES Henry 

781.003/41 

Memorandum by the Chief of the Division of Near Eastern Affairs 
(Murray) 

, [Wasuineron,] August 27, 1987. 

Mr. Jules Henry, Chargé d’Affaires of France, called at the Divi- 
sion this morning after being received by the Secretary and left with 
me a note dated August 26, 1937, referring to the Anglo-French 
Convention signed on July 29, 1937, at London providing for the ter- 
mination of Great Britain’s capitulatory rights in Morocco. In ac- 
cordance with his instructions, Mr. Henry left at the same time the 
text of the Anglo-French Convention together with its enclosures, 

Mr. Henry referred briefly to the interest of his Government in 

™ Not printed. 
* French Minister for Foreign Affairs. 
® Supra.
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concluding with this Government an agreement similar to the Anglo- 
French Convention mentioned above. 

- I thanked Mr. Henry for furnishing us with the French text of the 
Convention and stated that we would of course give careful attention 
to the matters set forth in his Government’s note. I at the same time 
made the observation that our primary concern in this matter is to 
safeguard for our nationals the equality of economic opportunity in 
Morocco at present guaranteed by existing treaties and other instru- 
ments. I expressed the view that it should not be difficult for us to 
eome to an understanding with the French Government regarding the 
termination of our capitulatory rights in the French zone of Morocco 
provided we could be guaranteed absolute equality of treatment in 
all respects with French and other foreign nationals there. I added 
that it would of course require study on our part to determine the 
precise assurances we should wish to request of the French Govern- 
ment for the purpose of safeguarding our present economic rights 
in Morocco. | 

Mr. Henry then inquired whether the Department would desire to 
have the above negotiations take place in Washington or in Paris. 
In reply I stated that the matter had already been discussed in the 
Department and that it had been decided that it would be preferable 
to conduct the negotiations at this end. Mr. Henry observed that, 
while he himself is not entirely familiar with the subject, he felt sure 
that the French Commercial Attaché here would be competent to 
handle any questions of an economic nature that might arise during 
the course of our negotiations. 

Watuiace Murray 

781.003/25 : Telegram 

The Secretary of State to the Chargé in the United Kingdom 
(Johnson) 

: Wasxineton, September 7, 1937—7 p. m. 

382. Embassy’s despatch 8033, April 27 and Murray’s letter to 
Johnson, July 30,7 regarding Morocco. 

Inasmuch as the French Government has now proposed negotia- 

tions looking toward termination of American capitulatory rights in 
Morocco, the Department would find helpful any information you 
may be able to obtain regarding provisions of proposed British- 
Moroccan commercial treaty referred to in ninth exchange of notes 
accompanying Anglo-French Convention signed July 29, 1937. 

Hoi 

™ Neither printed.
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781.008/45 : Telegram 

The Chargé in the United Kingdom (Johnson) to the Secretary 
of State 

| Lonpon, September 25, 1937—1 p. m. 
[Received September 25—9: 45 a. m.] 

608. Embassy’s 598, September 18, 2 p.m.” I had a further conver- 
sation yesterday at the Foreign Office regarding the projected agree- 
ment for the protection of British commercial rights and interests in 
Morocco. From this conversation the following points emerged. 

1. The British do not consider that any commercial or economic 
rights which they possessed under previous treaties have been in the 
legal sense impaired in the slightest degree by the Anglo-French 
Agreement for Abolition of Capitulations in Morocco, 

2. The British recognize, however, that due to the changed con- 
ditions brought about by the Capitulations Agreement that there is 
little practical hope of reaching an agreement in the commercial 
and economic sphere which will leave unimpaired the old British 
status in Morocco. 

3. Board of Trade has not yet formulated concrete proposals for 
their negotiations with the French. They contemplate, however, that 
the institution of some form of quota provisions is only possible way 
to protect their textile trade in Morocco. 

4. They do not know what guarantees the French can give which 
would be considered as satisfactory in respect te “equality of treat- 
ment” of French and English goods. They expect to get at least 
most favored nation treatment as regards any third power in Morocco 
but they are not hopeful that they will be able to preserve in fact 
equality of treatment with French goods. The official expressed no 
illusion as to the desire of the French to give their own commerce 
and economic penetration a more favorable position than that of any 
other country and he is not sure that it will be possible to prevent it. 

5. They do not expect to give to the French during these negotia- 
tions anything which can possibly be avoided but they are prepared 
to recognize that abolition of the capitulations has produced a new 

situation of fact which is bound to operate to the advantage of the 
rench. 
6. Foreign Office promised to give me early next week a memoran- 

dum ** setting forth as concretely as may be done at the present time 
precisely what their proposals will be. 

7. I suggested and the Foreign Office official agreed that a frank 
exchange of information between the two countries in reference to 
these negotiations might be mutually helpful. | 

JOHNSON 

* Not printed. 
* See telegram No. 759, December 7, 7 p. m., from the Chargé in the United 

Kingdom, p. 872.
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781.003/40 . 

— The Secretary of State to the French Chargé (Henry) 

WasHINGTON, October 19, 1937. 

Sir: I have received and given careful consideration to your note 
of August 26, 1987, proposing the conclusion of an agreement be- 
tween the United States and France, similar to that concluded be- 
tween France and Great Britain on July 29, 1937, by which the lat- 
ter country surrendered its capitulatory rights in the French Zone 
of Morocco. Your Government suggests that the agreement pro- 
posed might take the form either of an exchange of notes or that of 
a special convention and points out that the former procedure, which 
it states was followed when the United States obtained certain rights 
in the mandated territories of Syria and Palestine, would be more 
expeditious. 

I observe that in your note reference is made to Article 25 of the 
American-Moroccan Treaty of September 16, 1836, which provides 
for the termination of the Treaty upon one year’s notice given by 
either party. In order that there may be no misunderstanding I 
think it is pertinent to point out that American capitulatory rights 
in Morocco are derived not only from the American-Moroccan Treaty 
of 1836 but also from other treaties, conventions or agreements and 
confirmed by long established custom and usage. It is unnecessary 
to enlarge upon this point since it seems to have been recognized by 
the French Government in the third paragraph of Article 10 and the 
second paragraph of Article 16 of the Anglo-French Convention of 
July 29, 1937, in both of which articles reference is made to the juris- 
dictional privileges enjoyed by the United States in Morocco “under 
treaties at present in force.” Moreover, as you probably are aware, 
the recognition by the Government of the United States of the Protec- 
torate of France over Morocco was expressly made subject to sub- 
sequent negotiation between the United States and France respecting 
the capitulatory and other rights of the United States in Morocco. 

As for the rights of the American Government in Syria and Pales- 
tine to which reference is made in your note, it will be recalled that 
those rights were defined as regards the former territory by the Amer- 
ican-French Convention of April 4, 1924,% and as regards the latter 
territory by the American-British Convention of December 3, 1924.” 
As was explained in the correspondence leading up to the signature 
of those conventions, notably in a memorandum handed to the French 
Foreign Office by the American Embassy in Paris on August 9, 1921,* 

* Foreign Relations, 1924, vol. 1, p. 741. 
* Toid., vol. 11, p. 212. 
* See telegram No. 377, August 7, 1921, 2 p.m., to the Ambassador in France, 

ibid, 1921, vol. 1, p. 822.
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this Government was not in a position to agree to the proposed dis- 

position of the territory in question except by the negotiation of an 

appropriate treaty. Similarly, when the question of the surrender 

of American capitulatory rights in Morocco arose in 1916, the Ameri- 

can Government explained in a note addressed to the French Ambas- 

sador in Washington under the date of July 1 of that year,” 

that the most practicable procedure of divesting American Consular 

officers of their judicial functions in the French Zone of Morocco 

would be through the negotiation of a treaty providing for the sur- 

render by the United States of its right to exercise consular jurisdic- 

tion in the French Zone. a : 
Although the American Government is unable, for the reasons pre- 

viously stated, to acquiesce in the French proposal for the surrender 
of American capitulatory rights in the French Zone of Morocco 
through the medium of an exchange of notes, it is quite ready to con- 
sider the surrender of such rights through the conclusion of a conven- 
tion along the lines of the Anglo-French Convention of July 29, 1937. 

It is observed that one of the exchanges of notes annexed to the 
latter Convention, a copy of which you were good enough to furnish, 
provides for the conclusion of a new treaty establishing the basis of 
commercial relations between Great Britain and Morocco. As you 
are aware, there is at present no adequate bilateral agreement defining 

the commercial relations between the United States and Morocco, 
The American Government would therefore desire to enter into nego- 
tiations for such an agreement in the form of a convention of com- 
merce and navigation simultaneously with the proposed negotiations 
for a convention relating to capitulatory matters. Upon learning 
that your Government is in accord with this proposal I shall be glad 
to prepare and submit drafts of both conventions for its consideration. 
As was explained to you orally, at the time you left at the Depart- 
ment of State your note under acknowledgment, the American Gov- 
ernment would wish to carry on the proposed negotiations in 
Washington. | 

During the time that the above-mentioned matters are under con- 

sideration by the two Governments I earnestly hope that the French 
Government will see its way clear to instructing the French Protec- 
torate authorities at Rabat to concert with the American Diplomatic 
Agent at Tangier in the settlement of certain minor claims which have 
arisen with respect to American nationals and protégés in the French 
Zoné of Morocco. Some of these claims date back for several years and 
although none of them, I believe, involves any large sum I am sure 
that the French Government will agree that the present is a propitious 
moment for their settlement in order that all outstanding problems 

7 Foreign Relations, 1916, p. 803.
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affecting American interests in the French Zone may be solved to the 
mutual satisfaction of the two Governments. I expect, therefore, 
to instruct the American Diplomatic Agent at Tangier to approach 
the Protectorate authorities in this matter in the near future and I 
should like to be able in this connection to count upon the benevolent 
cooperation of the French Government. 

Accept [ete.] CorpELL Hun 

781.008/40 

The Secretary of State to the Diplomatic Agent and Consul General 
at Tangier (Blake) 

No. 970 WasHinetTon, October 26, 1937. 

Sm: With reference to the Department’s instruction no. 966 of 
September 28, 1937,7* transmitting a copy of a note from the French 
Embassy at Washington,” proposing the termination of American 
eapitulatory rights in Morocco, I enclose for your information a 
copy of the Department’s reply dated October 19, 1937. 

It is desired that, upon the receipt of this instruction, you telegraph 

briefly such comments and suggestions as may appear to you to be 

pertinent, with respect to the question discussed in the final paragraph 

of the enclosure. Upon the receipt of your telegram the Department 

will consider issuing appropriate instructions to you with reference 

to taking up with the French Protectorate authorities at Rabat the 

settlement of outstanding claims on behalf of American nationals and 

protégés in the French Zone of Morocco. 

Very truly yours, For the Secretary of State: 

. Huen R. Witson 

481.11/1263 : Telegram - | 

The Diplomatic Agent and Consul General at Tangier (Blake) to the 
Secretary of State 

: | Tanarer, November 15, 1987—4 p. m. 

[Received November 15—1: 34 p. m.] 

12. Department’s instruction No. 970 of October 26, 1937. Memo- 

randa on the claims referred to will be found attached to my num- 

ber 959 of July 19, 1934.2 The pecuniary equivalent of compensation 

involved in each of the claims has not been determined, it might be 

* Not printed. 
* Dated August 26, 1987, p. 862. 
* Supra.



MOROCCO , 871 

around 2 or 3 thousand dollars each except in regard to claim num- 
ber 5, Jacoubi versus Meknes Municipality, which might run much 
higher. Subsequent to the date of the despatch mentioned there may 
have arisen some claim of minor importance to be settled at the same 
time. 

For settlement of these claims a brief sojourn at Rabat would be 
necessary and I should require the technical assistance of Dempster 
and Elkhazen * there, presume the Department will accord necessary 
travel and subsistence allowances in this connection. 

I suggest that as delegates respectively of the French and American 
Governments, the Resident General, or his appointed representative, 
and myself should have full powers to effect binding settlement terms, 
including faculty to engage service of neutral local arbitrator in event 
of failure of direct agreement in any particular cases. | 

BLAKE 

481.11/1274 : Telegram 

The Secretary of State to the Diplomatic Agent and Consul General 
at Tangier (Blake) 

Wasuineton, November 19, 1937—5 p. m. 

Your 12, November 15, 4 p.m. The Department is of the opinion 
that the initiative looking to the blanket settlement of American 
claims in the French Zone should properly emanate at this juncture 
from the French authorities. Accordingly no further action in the 
matter is contemplated pending the receipt of a reply from the French 
Government to the Department’s last communication on the subject, 
a copy of which was transmitted to you as an enclosure to its instruc- 
tion no. 970 of October 26, 1937. 

In the event, as would appear probable, the French Government 
accedes to the expressed desire of this government for a settlement 
of these claims it is believed that you might, upon being so informed, 
communicate with the French Protectorate authorities at Rabat in 
order to arrange the details which may appear appropriate to you. 
The Department considers that a simple procedure involving agree- 
ment on the part of the French authorities at Rabat to make assess- 

ment and payment of the damages in each case and the restoration 

of any property concerned would meet adequately the forms of the 
settlement. 

Authority for your travel and subsistence expenses and those of 
Dempster and Elkhazen will be given consideration at the appropriate 
time. | 

Hou 

* Translator and interpreter, respectively. .
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781.003 /55 : Telegram 

The Chargé in the United Kingdom (Johnson) to the Secretary | 
of State 

Lonvon, December 7, 1987—7 p. m. 
[Received December 7—5: 32 p. m.] 

759. Department’s instruction No. 1997, October 26, 1937,%* and 
my 608 September 25,1 p.m. Following confidential memorandum 
dated December received from the Foreign Office. 

“1, During the recent capitulation negotiations between His Maj- 
esty’s Government and the French Government, the latter argued 
very strongly that the United Kingdom Commercial Convention of 
1856 with Morocco, with its provisions under article XIV for 
revision by common consent, was of a capitulatory nature, and should 
be canceled on the termination of British capitulations in the French 
zone of Morocco. His Majesty’s Government refused to admit this 
view of the 1856 Convention but they did agree, in a separate note 
annexed to the Capitulations Convention of the 29 July last, to enter 
into negotiations with the French Government to replace the 1856 
Convention. by a new commercial treaty on a reciprocal basis. 

2. His Majesty’s Government are therefore committed to enter into 
commercial negotiations with regard to the abrogation of the 10 per- 
cent limit on customs duties, the modification of the reglement 
douanier provisions, the modification of article XIV of the Com- 
mercial Convention of 1856 and the bringing up to date of the 
provisions of the latter convention in general. The French Gov- 
ernment are committed to consider the establishment of conventional 
duties on imports into Morocco of goods in which the United King- 
dom trade is interested, and also to consider safeguards required by 
His Majesty’s Government in respect of internal duties. 

3. His Maiesty’s Government have been given to understand that 
the French Government are going to revive their former proposal for 
the imposition of quotas in Morocco and that they propose to intro- 
duce such a system if they can, either with or without consultation 
with His Majesty’s Government. In this connection the French 
Government have in the past referred to two possible interpretations 
of their obligation under the Act of Algeciras to maintain ‘economic 
liberty without inequality’, the one viewing the obligation as involving 
merely non-discrimination in treatment as between importing coun- 
tries, and the other regarding it as the absence of any restriction on 
liberty of import for the individual country. The French Government 
appear to adopt the first interpretation, that is, that quotas related 
to the same basic years for all countries are not contrary to the obliga- 
tions under the Act of Algeciras. As the United States Government 
will no doubt appreciate, it is clearly better from the point of view 
of His Majesty’s Government that any decision which the French 
Government may adopt should be reached after consultation with His 
Majesty’s Government. 

* Not printed. 
* Signed at Tangier, December 9, 1856; British and Foreign State Papers, vol. 

XLVI, p. 188. :
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4. According to the information of His Majesty’s Government the 
French Government are aiming at tariff autonomy in the French zone 
and are prepared to consolidate duties on goods of interest to the 
United Kingdom and to consult the wishes of His Majesty’s Govern- 
ment asto quotas. The French proposals on these matters are now be- 
ing awaited. The United States Government are no doubt aware that 
the interests of the United Kingdom and those of the United States of 
America in Morocco relate in the main to different lines of trade. 
Taking the 1936 figures of the items which accounted for trade worth 
over half a million francs, the only items in which both countries are 
interested are lubricating oil, tires and motor vehicles. The major 
American interest lies in motor vehicles, whereas United Kingdom 
exports of these goods represent only quite a small proportion of the 
United Kingdom’s total exports to Morocco. As stated in the aide- 
mémoire of the 18th September, 1935,3 which was communicated 
to the United States Government by His Majesty’s Embassy at 
Washington, His Majesty’s Government were then most anxious to 
assist the United Kingdom cotton trade with Morocco, which has 
been so seriously damaged by Japanese competition, by means of a 
system of quotas. His Majesty’s Government are still most anxious 
to reach a satisfactory solution on this point. If the United States 
Government are likely to change the attitude in this respect set out 
in their aide-mémoire of the 27th April, 1936, it would be useful for 
His Majesty’s Government to have this information. : 

5. Further, if the United States Government have any suggestions 
as to what might usefully be done by way of collaboration in setting 
up a new commercial regime in Morocco, His Majesty’s Government 
would be grateful to have an opportunity of considering them.” 

In a short discussion at the Foreign Office this afternoon on this 
memorandum, it was stated that they would be glad to answer any 
question which the Department might like to ask and expressed their 
appreciation for the information forwarded under cover of the De- 
partment’s instruction above cited which I conveyed to them infor- 
mally. I was informed that French representatives will arrive in 
London on December 138 to negotiate a new commercial treaty to 
replace the 1856 Convention. The British are not prepared to aban- 
don the principle of equality of treatment although it was stated 
they are sure they will have to make specific concessions in order to 
preserve a certain measure of their trade with Morocco. These con- 
cessions will be made as a matter of “grace”. Specific mention was 
made of textiles and of the French desire to put them on a quota 
basis. The British apparently anticipate that the French will bring 
a draft convention with them and they have not prepared concrete 
draft proposals to present to the French. — 

, JOHNSON 

= Foreign Relations, 1935, vol. 1, p. 994. 
* Tbid., 1936, vol. 111, p. 417. 
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781.003/55 ; Telegram . 

The Secretary of State to the Chargé in the United Kingdom 
(Johnson) 

WasHtineton, December 11, 1937—3 p. m. 

485. Your No. 759 of December 7, 7 p.m. You should present the 
following memorandum marked confidential to the Foreign Office: 

“The United States Government welcomes the opportunity given it 
by the memorandum of the Foreign Office to outline its views relative 
to the means by which the United States and Great Britain, signatories 
of the General Act of Algeciras, may collaborate in preserving in 
Morocco the principle of equality of treatment which the American 
Government has always regarded as the cornerstone of that Act. 

The Government of the United States, in fact, attaches such impor- 
tance to the maintenance of the principle of economic liberty without 
any inequality in Morocco that it contemplates making particular pro- 
vision for the continued application of that principle in a proposed 
convention with France having to do with the renunciation of Amer- 
ican extraterritorial rights in Morocco. For the better assurance 
thereof it is proposed to include in that convention a statement of gen- 
eral principles in definition of equality of treatment conforming in its 
general lines, with such modification as subsequent economic develop- 
ments have appeared to make necessary, with a similar definition 
which was accepted by His Majesty’s Government, along with the 
French and Spanish Governments, in 1924 * as one of the conditions 
of the adherence of the American Government to the Tangier Statute. 

While the United States Government has not modified its view 
that the imposition of quotas and the introduction of similar restric- 
tive systems are a hindrance to that normal and free development of 
international trade most conducive to the upbuilding of world econ- 
omy, it is willing to take into account those circumstances where the 
establishment of quotas may be found of a compelling and exceptional 
nature. In the definition under reference provision has been made for 
the possible establishment of quotas in Morocco by the following 
tentative draft paragraph: | | 

‘That no import or export prohibition, restriction, or license system, including 
import or customs quotas and other forms of quantitative regulations affecting 

the importation, sale or use of imported articles, shall be applied to articles 
originating in or destined for the United States of America which is other or 
more burdensome than that applied to the like articles originating in or destined 
for any other country; and that if a share of the total permitted importations 
of any article is allotted to any other country, a. share equivalent to the pro- 
portion of the total permitted importations of such article which was supplied 
by the United States of America during a previous representative period shall 
be allotted to the United States of America.’ 

The French Government has not recently approached the United 
States Government with any suggestions for the introduction of 
quotas in Morocco. At the same time, this Government would nat- 
urally be interested in and concerned with any arrangements which 
might be reached relating to quotas in the pending negotiations be- 

* See note of July 11, 1924, to the British Chargé, and replies from the British, 
French, and Spanish Governments, Foreign Relations, 1924, vol. 11, pp. 459-470.
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tween the British and French Governments which might materially 
affect the trade interests of the United States in Morocco. 

His Majesty’s Government will doubtless appreciate that within 
the brief time afforded and in the absence of any concrete proposals 
from the French Government it is difficult for the Government of 
the United States to formulate any more definite general policy than 
that which has been briefly indicated above. 
However the United States Government, prompted by the spirit of 

frankness manifested in the courteous memorandum of His Majesty’s 
Government, is moved to present certain further considerations which 
it is believed might appropriately be taken into account in the light 
of any quota proposals which may be made by the French Govern- 
ment in connection with the respective negotiations of the latter with 
the United States and Great Britain concerning Morocco. 

It will be appreciated that the position of the United States Gov- 
ernment in respect of quotas'in general and with reference to Morocco 
in particular is different from that of His Majesty’s Government. 
The United States Government, however, has no wish to appear ob- 
structive in the matter. If, notwithstanding the position the United 
States has assumed in respect of quotas not alone in Morocco but 
elsewhere in the world, the adoption of a quota system on a limited 
list of articles is looked upon with favor by other interested govern- 
ments, the United States would not unnaturally expect to be con- 
sulted in connection with the selection of those articles to which quotas 
are to be applied and with the determination of the representative 
period to govern commodities in which American trade enjoys an 
appreciable share. . 

oreover, it would appear desirable to consider whether the estab- 
lishment of different representative periods for the quotas of differ- 
ent commodities entering into Moroccan trade might not better serve 
the interests of the countries most concerned than the establishment 
of a single representative period for all commodities in respect of 
which quotas may be contemplated. In the event different repre- 
sentative periods should be established for different commodities, the 
principal interest of the United States, in the determination of the 
period to govern textile or other quotas in which the United States 
enjoys only a subsidiary share of the trade, would be that of assur- 
ing that the United States was not deprived of the share of trade 
which it has enjoyed in the past or which it might reasonably expect 
to share in the future. In any case the United States Government 
would hope to count upon that fruitful collaboration which His 
Majesty’s Government has so courteously proposed and which the 
United States as warmly welcomes.” 

In presenting the foregoing to the Foreign Office you may inform 
the interested officials verbally that the general principle of economic 
equality which it is proposed to embody in the capitulations conven- 
tion of this Government with the French Government is expected 
to be supplemented by a commercial convention, details concerning 
both of which are being forwarded to you in a few days. 

Please keep the Department informed by telegraph of the views 
of the Foreign Office and of the progress of the negotiations between
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the British and French Governments, including in particular the 
proposals which may be made relative to the establishment of quotas. 

Hun 

781.008/45 7 

The Secretary of State to the Chargé in the United Kingdom 

(Johnson) | 

No. 2065 Wasuineron, December 14, 1937. 

Sir: Reference is made to your telegram No. 608 of September 
25, 1937, 1 p. m., and, in particular, to the informal discussions which 
the Embassy has had with the Foreign Office concerning the safe- 
guarding of economic and other rights and interests in Morocco in- 
cident to the abolition of the capitulatory regime in the French Zone 
of the Shereefian Empire. 

The Department has now in preparation the draft of a convention 
with the French Government for the renunciation of American ex- 
traterritorial rights in that zone. It is the Department’s intention 
to submit the draft shortly to the American Diplomatic Agent and 
Consul General at Tangier for his comments, and it is not contem- 
plated that formal negotiations will be instituted with the French 
Government pending the receipt of such observations as Mr. Blake 
may have to make. , 

With certain particular exceptions which will be noted, the proposed 
convention for the renunciation of American capitulatory rights is 
expected to conform in general with the British Convention of July 
29, 1937, having the same purpose in respect of British extraterritorial 
rights in Morocco. An endeavor will be made to obviate the necessity 
of the various annexes attached to the British instrument by the incor- 
poration in the convention proper of the essential and relevant pro- 
visions of those annexes so far as they may be deemed pertinent to the 
protection of American interests. Article 13 of the British convention 
is not considered to be a suitable model for use in a treaty of the United 
States and, accordingly, the Department proposes to suggest in substi- 
tution two articles relating to estate cases which are standard in the 
consular conventions of the United States. Moreover, Article 7 of 
the British convention will be expanded by the inclusion of an assur- 
ance of the maintenance of a regime of economic liberty without any 
inequality. As forming a part of this assurance there will be included 
also a definition of economic equality conforming in its general lines, 
with such modification as subsequent economic developments have 
appeared to make necessary, with a similar definition which was ac- 
cepted by the British, French and Spanish Governments in 1924 as
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one of the conditions laid down by this Government as prerequisite 
to its adherence to the Tangier Statute. 

The draft of a treaty of friendship, commerce and navigation, which 
the Department proposes to negotiate concurrently with the capitu- 
Jations convention, conforms substantially, except for the omission 
of the articles concerning consular officers, with treaties of friendship, 
commerce and consular rights now in force between the United States 
and numerous other countries, of which that with Norway ® may be 
cited as an example. Copies of the last named are enclosed. The 
principal modifications which have been introduced in the draft com- 
mercial convention with France concerning Morocco, have to do with 
the addition of references to quotas, monopolies, and exchange con- 
trol, similar to those now forming part of this Government’s standard 
trade agreement provisions. 

You are authorized to acquaint the interested officials of the Foreign 
Office informally with such of the foregoing as may appear to you to be 
appropriate. 

Very truly yours, For the Secretary of State: 
Hucu R. Wuson 

781.003/60 : Telegram 

The Chargé in the United Kingdom (Johnson) to the Secretary 
of State 

Lonpon, December 16, 1987—7 p. m. 
[Received December 16—3: 40 p. m.] 

782. Your 485, December 11, 3 p.m. — 
1. The Foreign Office is grateful for the expression of the Depart- 

ment’s views and is particularly interested in the definition of quotas. 
2. The French representatives arrived in London on December 18. 

The negotiations have not yet proceeded to the point where there 
has been any mention of quotas. 

3. Reference inquiries in Murray’s letter of September 27: ” 

(a) As I understand the view of the Foreign Office, they are will- 
ing to give Morocco most-favored-nation treatment in Great Britain 
on a basis of reciprocity, meaning that they will require most-favored- 
nation treatment in Morocco on the same basis as France or any other 
most-favored-nation ; 

(6) The assumption in Murray’s letter that there was no thought 
in the minds of the British that in signing the Convention of July 29, 
1937, they were giving up in any way their capitulatory rights in the 
Spanish zone is correct. 

* Signed at Washington, June 5, 1928, Foreign Relations, 1928, vol. 111, p. 646. 
“Not printed.
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4. The Foreign Office desires permission to inform the French 
negotiators that they have an expression of the views of the United 
States Government. It would be appreciated if I might be advised 
by telegraph as to the extent if any to which the Foreign Office may 
be authorized to use our memorandum in their conversations with the 
French. 

JOHNSON 

781.003/60 : Telegram 

The Secretary of State to the Chargé in the United Kingdom 
(Johnson) 

| Wasutneton, December 18, 1937—1 p. m. 

496. Your 782, December 16,7 p.m. You will appreciate that the 
Department does not wish to be placed in a position where it will be 
drawn actively into the Anglo-French negotiations for a Moroccan 
commercial treaty. The eventual American-French negotiations for 
treaties covering capitulations and commercial rights will cover 
numerous subjects and it would appear undesirable for us to become 
involved at this time in subsidiary discussions with the French 
regarding quotas. However, the Department realizes that there 
may be advantage in cooperating with the British in the expectation 
that they will insist upon a definition of economic equality in their 
treaty in keeping with our own views on the subject. 

The Department definitely would not wish to have the Foreign 

Office show the memorandum to the French Delegation. Before 
considering whether it would be desirable for the Foreign Office to 
indicate to the French Delegation our general attitude as expressed 
therein the Department desires to have you obtain the views of the 
Foreign Office as to why such action is considered advantageous. 
After you have obtained those views the Department would like to 
have your own comments as to the desirability of the suggested action. 

In your recent discussions did you receive any impression as to 
whether the Foreign Office was in general agreement with the prin- 

ciples set forth in the Department’s memorandum ! 
Hout 

781.003/61 : Telegram 

The Chargé in the United Kingdom (Johnson) to the Secretary 
of State 

Lonpon, December 20, 1937—7 p. m. 
[Received December 20—3: 20 p. m.] 

788. Your 496, December 18, 1 p. m., last paragraph. The Foreign 
Office gave no indication as to whether it was in general agreement
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with the principles set forth in the Department’s memorandum but 
merely expressed its great interest in the Department’s views. The 
failure to give any immediate reaction was probably due to the fact 
that the official with whom the matter was discussed, who is a legal 
adviser, had not had an opportunity to consult with the Board of 
Trade officials who are carrying on the active negotiations. I shall 
endeavor to have a further interview tomorrow and will telegraph. 

: | 7 J OHNSON 

%781.003/62 : Telegram 

The Chargé in the United Kingdom (Johnson) to the Secretary 
of State 

Lonpon, December 21, 1937—7 p. m. 
[Received December 21—3:20 p. m.] 

798. My 788, December 20, 7 p.m. Anglo-French negotiations sus- 
pended last night until the end of January when they will be continued 
in Paris. Embassy will have further informal discussions with For- 

eign Office based on Department’s instruction 2065, December 14, and 
Murray’s letter December 13,“ both received today, as soon as possible. 

: J OHNSON 

781.003/65 : Telegram , 

The Chargé in the United Kingdom (Johnson) to the Secretary 
| | / . of State . 

Lonvon, December 29, 1937—8 p. m. 
[Received December 29—3:25 p. m.] 

810. My 798, December 21, 7 p. m.; and your 496, December 18, 
1 p.m. 

1. The Foreign Office states in further conversation that they ap- 
prove in general the expression of principles set forth in Department’s 
confidential memorandum. In their opinion it would be helpful in 
negotiating with the French to be able to inform the latter that they 
have an expression of the United States Government’s views and of 
the general purport of those views. The British are interested in 
protecting different commodities from those we desire to protect in 
Morocco but as I understand it we are both working for the establish- 
ment of the same principles and as the British negotiations are being 
conducted in advance of our own, it might be to our eventual benefit 
to strengthen their hand as much as possible. The British clearly 
feel that the permission they have requested would be a strategic 
advantage. 

“Latter not printed.
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2. I was informed that the Foreign Office wishes to furnish us with 
full information at once as to their negotiations with the French. This 
they cannot do without the consent of the French, which was requested 
of the French delegates when they were here. According to the 
Foreign Office, the reaction of the principal French delegate was not 
unfavorable but the British were informed definitely that the French 
delegates had no authority to give such permission and would have 
to consult with St. Quentin @ in the French Foreign Office. Whether 
a reply will be received to this request before the negotiators meet 
again in Paris at the end of next month is, of course, uncertain. 

8. Murray’s letter of December 13 “ and enclosures. The Foreign 
Office states that they envisage eventually the conclusion of an agree- 
ment with Spain for the abolition of capitulatory rights in the Span- 
ish zone in the form of a convention parallel to the one negotiated 
with France. The Foreign Office concurs in general with the views 
expressed by Murray in his letter of December 13 to Mr. Maxwell 
Blake to the effect that the convention with France in no way affected 
the Spanish or Tangier zones of Morocco and that, with respect to the 
Spanish zone, an entirely separate agreement with the Spanish Gov- 
ernment would be necessary. 

4, The information contained in the Department’s instruction 2065, 
December 14, was communicated orally to the Foreign Office, for which 
they expressed appreciation. : 

oe J OHNSON 

“ Doynel de Saint-Quentin, Assistant Secretary General in the French Foreign 
one. aia appointed Ambassador to the United States.



PALESTINE 

INTEREST OF THE UNITED STATES IN BRITISH PROPOSALS FOR THE 
PARTITION OF PALESTINE BETWEEN ARABS AND JEWS’ 

867N.00/450b : Telegram 

The Secretary of State to the Ambassador in Turkey (MacMurray) 

Wasuineton, April 27, 1937—6 p. m. 

26. Deep concern is felt in important Jewish circles in this country 
over recommendations believed to be contained in the Report of the 
Royal Commission of Inquiry ? into the recent disorders in Palestine. 
It is feared that the Report will recommend a complete cessation of 

Jewish immigration into Palestine or some sort of cantonization of 
the country. The view has been expressed that a prosperous National 
Home for the Jews in Palestine will serve as a stabilizing factor in 
the region of the Eastern Mediterranean and that it would therefore 
be in the interest of Turkey to give moral support to the development 
of the National Home. 

I would appreciate your considered opinion as to whether views in 
the above sense would be favorably received by Atatiirk* if you were 
instructed to seek an audience for that purpose. Oe 

} | Hui 

867N.00/450a : Telegram 

Lhe Secretary of State to the Ambassador in the United Kingdom 
(Bingham) 

Wasuineton, April 27, 1937—7 p. m. 
155. Personal for the Ambassador. Important Jewish groups in 

this country are perturbed over rumors that in the forthcoming report 
to be made by the Royal Commission of Inquiry into the Palestine 
situation it will be recommended either that Jewish immigration into 
Palestine entirely cease or else that some system of Arab and Jewish 
cantons be established. 

* For previous correspondence, see Foreign Relations, 19886, vol. 111, pp. 434 ff. 
*For the appointment of this Commission and its objectives, see despatch No. 

2404, July 31, 1936, from the Ambassador in the United Kingdom, ibid., p. 445. 
* Kemal Atatiirk, President of Turkey. 

881
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I wish you to see the Minister for Foreign Affairs and to inform 
him orally and informally in the sense of the above, acquainting him 
at the same time with the hope of the above Jewish groups that no 
decisions with regard to the Palestine problem will be taken that may 
result in working greater hardship upon the Jews who are already 
suffering under repressive measures in various countries of Europe and 
are finding it necessary as a result of such measures to seek refuge in 

other countries. 
You might mention that in the opinion of large sections of the 

Jews of this country the Jews of the world as a whole, by reason of 
their experience at the hands of certain European governments, have 
come to be the logical supporters of democratic institutions and nat- 
urally look to the democratic governments of the world to accord 
them fair and equitable treatment. 

You may state to the Foreign Minister in conclusion that your Gov- 
ernment presumes he would wish to be acquainted with the above 
views. You will at the same time carefully avoid leaving the impres- 
sion that your Government is in any way endeavoring to inject itself 
into administrative matters relating to the Mandate or questions the 
authority or responsibility of Great Britain for the administration 
of Palestine. 

- How 

867N.00/451 : Telegram 

The Ambassador in Turkey (MacMurray) to the Secretary of State 

IstanguL, April 30, 1937—noon. 
[Received 12:25 p. m.] 

16. I regret that because of Turkey’s special unwillingness to take 
@ position at odds with the Arab peoples (particularly in view of the 
Sanjak question *), her present policy of close cooperation with Great 
Britain, her hard-boiled post-war policy with reference to minori- 
ties and her sensitiveness towards the idea of intervention in any 
form on behalf of minority groups, I could not in honesty encourage 
the hope that the Turkish authorities would receive favorably the 
views set forth in the first paragraph of your telegram No. 26, April 27, 
6 p.m. I apprehend on the contrary that their presentation would 
be more likely to meet with a humiliating rebuff and impairment of 
such confidence and good will as our country enjoys in Turkey. 

, MacMurray 

‘The status of the Sanjak of Alexandretta, nominally a port of Syria, was 
being considered by the Council of the League of Nations as a result of differ- 
ences between France and Turkey. See League of Nations, Official Journal, 
January, February, May—June, 1937.
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867N.01/7493 : 

The Chief of the Division of Near Eastern Affairs (Murray) to 
the Assistant Secretary of State (Moore) 

, , Wasuineron, May 10, 1937. 

Dear Jupce Moore: In connection with our discussions on the 
Palestine situation and with particular reference to the matter of 
Jewish immigration into Palestine, I feel sure you will be interested 
in noting the attached correspondence * of 1923 between Mr. Hughes, 
then Secretary of State, and Mr. Slemp, then Secretary to President 
Coolidge. 

In line with what I said this morning, I would point out and 
emphasize the following statement contained in Mr. Hughes’ letter: 

“As this Government cannot assume any responsibility for the 
situation which might be created in case Palestine were open to un- 
limited immigration, and since we ourselves take the most stringent 
measures to control immigration, I do not feel that we could properly 
approach the British Government with a view to any change in their 
present immigration regulations in Palestine.” 

Watiace Murray 

867N.00/458 : Telegram . 

The Secretary of State to the Ambassador in the United Kingdom 
(Bingham) 

| WasHiIneron, May 12, 1937—5 p. m. 
171. Paul Alling, Assistant Chief, Division of Near Eastern Affairs, 

returning from Geneva, has been directed to stop off at London to 
consult with Embassy and appropriate British officials concerning 
developments with respect to Palestine. 

Please afford him every assistance to obtain fullest information that 
British officials may be willing to disclose informally and confi- 

dentially. It is anticipated that the Department will be subjected to 
severe pressure in connection with the report of the Royal Commission 
of Inquiry. 

Alling has been instructed to notify Embassy of date of arrival. 
Please do utmost to procure moderately priced hotel accommodations 
for him and his wife. | 

Hon 

* Correspondence not attached to file copy of letter.
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867N.00/463 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State | | | 

Lonpon, May 29, 1937—2 p. m. 
[Received May 29—9: 35 a. m.} 

320. Department’s 171, May 12, 5 p.m. From Alling. Acting 
Head of Eastern Department of Foreign Office told me today that 
Inquiry Commission’s report was now being put in final form but 
would probably not be completed before the middle of June. There- 
after the Government will presumably have to decide whether to 
accept the report or to reject it in whole or in part. The Government 
will also have to determine whether to announce its policy with respect 
to Palestine at the same time the Commission’s report is published 
or to decide upon new policy after there has been time to estimate re- 
action to the report. It was understood that the Parliamentary oppo- 
sition was pressing for the latter alternative but that for obvious 
reasons the former course would probably be followed. In any case 
it is expected that the report will not be made public before the first 
part of July. Except in the unlikely event that the report is rejected 
by the Government, it must of course be published prior to meeting of 
Mandates Commission about July 26 since there is no disposition to 
ask for another postponement of that meeting. [Alling.] 

BINGHAM 

867N.01/748a 

Memorandum by the Assistant Chief of the Division of Near Eastern 
Affairs (Alling) of a Conversation With the Head of the Eastern 
Department of the British Foreign Office (Rendel) 

[Lonpon,| June 1, 1937. 

After discussing a recent trip which Mr. Rendel had made across 
Arabia, I stated that I had had instructions from the State Depart- 
ment to stop in while passing through London to discuss the Palestine 
situation. I explained that from a conversation I had had on Satur- 
day, May 29th, with Mr. Baggallay (then Acting Head of the East- 
ern Department) I had understood that the Report of the Royal 
Commission of Inquiry would not be in final form before the middle 
of June; that it would then be considered by the Government; and 
that it would probably not be published before the early part of July. 
I added that it was my understanding that after considering the 
report the Government would determine whether to announce its 
policy simultaneously with the publication of the report or to publish 
the report first and then to determine on policy after an opportunity 
had been afforded to study public reaction.
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Mr. Rendel replied that the above résumé accurately described the 
situation except that the report would probably not be in final form 
before June 20th. Furthermore, he considered it altogether prob- 
able that, for obvious reasons, the Government would be likely to 
announce its policy at the same time the report was published rather 
than to wait until some later date. 

I said that as he knew we had a large and influential Jewish popu- 
lation which was greatly interested, financially and sentimentally, 
in the Palestine problem and that, as he could surmise, this popula- 
tion was taking a particular interest in the present situation. Mr. 
Rendel stated that he was naturally aware of this interest, that the 
Jewish population in the United Kingdom was similarly interested. 
He hoped that the State Department likewise appreciated the posi- 
tion of the British Government which had to consider not only the 
interests of the Jews but likewise those of the Arabs. Unfortunately 
Palestine was not an empty country to which unlimited numbers of 
Jews could be admitted; it was already populated with a consider- 
able number of Arabs who had lived in Palestine for some thirteen 
hundred years. To turn the country entirely over to the Jews would 
be much like asking the present inhabitants of Long Island to with- 
draw from their homes in order that another population might move 
in. The Arabs were not, as some people appeared to believe, a savage 
race like the plains Indians of North America; they were a people 
with a certain culture and civilization who could not be treated as 
savages. 

I said that I was sure that the State Department was fully alive 
to this aspect of the situation. 

Mr. Rendel continued that unfortunately previous British Govern- 
ments had made promises to the Jews and promises to the Arabs. It 
was quite apparent that these promises, which were conflicting, could 
not be carried out with respect to both peoples. It was therefore the 
logical thing and the fair thing to attempt to find a reasonable com- 
promise and a fair compromise between these conflicting promises 
and once this settlement had been arrived at to carry it through with- 
out fear or favor. He realized that any such solution would raise 
cries of protest from both Arabs and Jews but that only by such a 
radical solution could the problem be finally settled. 

I said that of course the State Department wished to make it per- 
fectly clear that it was not endeavoring in any way even to attempt 
te interfere in the administration of Palestine since that was entirely 
a British problem. All that the State Department wished to do was 
informally to advise the Foreign Office of the interest of a large group 
in America in the Palestine problem. I said that I assumed that the 
Foreign Office would wish to be informed of that interest and that 
it would presumably be taken into consideration at the same time
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that other factors in the situation were being examined. Mr. Rendel 
replied that the Foreign Office was naturally glad to be told of the 
interest of American Jews in the Palestine problem. The Foreign 

Office would of course take into consideration the feeling of Jews in 
New York just as it would consider the feelings of the Jews in Warsaw 
and the Arabs and Moslems in countries which were neighbors of 
Palestine in the Near East. 

I asked Mr. Rendel whether he considered it possible that the 
eventual solution of the Palestine problem would be of such a nature 
as to require that changes be made in the Mandate—changes which 
would necessitate the consent of the Council of the League of Nations. 
He replied that it was altogether possible that the solution finally 
decided upon would require changes in the Mandate and that naturally 
any such changes would require the consent of the Council of the 
League. I then referred to Article 7 of our Palestine Mandate Con- 
vention with Great Britain ’ providing that no changes in the Mandate 
would affect the rights of the United States, as defined in the Con- 
vention, unless such changes had been assented to by the United 
States. Mr. Rendel replied that the Foreign Office was of course 
aware of this provision, but he could not conceive that any changes 
that might be made in the Mandate would in any way affect the rights 
of the United States. Those rights were to a large extent of an 
economic character, providing for equality of commercial opportunity, 
etc. He did not feel that it would be possible to hold legally that 
the British Government was under any obligation under the terms 
of the Mandate Convention to obtain the consent of the United States 
to changes in the Mandate unless those changes affected American 
rights as defined in that Convention. He did not see how any changes 
that might be proposed in the Mandate, as a result of the Report of 
the Commission of Inquiry would be likely in any way to affect those 
rights. Consequently he could see no basis on which the United 
States could claim that it should be consulted respecting such changes 
as it might prove necessary to make in the Mandate. ¥ 

Finally Mr. Rendel again thanked me for the information I had 
given him regarding the views of certain Jewish groups in the United 
States concerning the Palestine problem. 

867N.00/473a : Telegram 

The Acting Secretary of State to the Ambassador in the United 
Kingdom (Bingham) 

WASHINGTON, June 23, 1937—5 p. m. 

256. Upon the forthcoming publication of the report of the Royal 
Commission of Inquiry the Department foresees the necessity of 

™ Signed at London, December 3, 1924, Foreign Relations, 1924, vol. 11, p. 212.



oo _ - PALESTINE | 887 

considering a number of questions that may arise as a result of that 
report and the policy of the British Government with respect thereto. 

In the circumstances the Department wishes to be kept advised 
fully and promptly by telegraph of all important developments 
including such information as may be discreetly obtainable revealing 
the views and intentions of competent government, parliamentary, 
and other circles in Great Britain on this subject. | 

It would be helpful in this connection to have your views as to 
the attitude likely to be taken by Parliament and by important Jewish 
leaders in Great Britain in the event some radical solution of the 
Palestine problem, such as partition, is recommended by the Com- 
mission and supported by the Government, and as to the possible 

attitude of the Government in case of strong opposition to the proposed 
solution. 

WELLES 

867N.01/7604 

Memorandum by the Chief of the Division of Near Eastern Affairs 
| (Murray) 

[WasHIncToN,]| June 25, 1937. 

At Judge Moore’s suggestion I spoke to the British Ambassador 
this afternoon with further reference to the Ambassador’s conver- 
sation with Judge Moore on June 21.° 

I recalled Judge Moore’s remarks to the Ambassador on the above- 
mentioned occasion to the effect that, while we were of course at 
present unaware of the contents of the report to be submitted shortly 
by the Royal Commission of Inquiry into the Palestine situation, 
Judge Moore wished to state quite personally, informally and confi- 
dentially to the Ambassador that we might find it necessary after the 
report was published and studied to make representations to the 
British Government; that in view of the many matters of large im- 
portance of mutual concern to our Government and to the British 
Government we would of course be reluctant to get into any serious 
dispute with the British Government over Palestine; that, finally and 
generally speaking, our chief interest in all the mandated territories 
was the safeguarding of equality of economic opportunity for Ameri- 
can nationals in those parts. 

_ I told the Ambassador that Judge Moore desired me to make it 
entirely clear that his remarks regarding the Palestine situation were 
not to be taken as indicating in any way that, if and when it be- 
came necessary for this Government to make representations after 

| * Memorandum of conversation not found in Department files.
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the publication of the Royal Commission’s report, such representations 
might be regarded by the British Government as merely pro forma, 
for such was not the case. I emphasized on my own part to the Amz 

bassador that since we were not yet in possession of the findings of the 
Royal Commission and are not aware of the position that will be 

taken by the British Government, it is obviously impossible at this 
time to state what position this Government may take with respect 
thereto. 

The Ambassador said he appreciated the situation fully but was 
glad to have this further confirmation from me. He then told me 
that in communicating his conversation with Judge Moore to his 
Government in strict confidence he had merely stated (1) that a 
situation might arise after the publication of the Royal Commission’s 
report requiring representations by this Government regarding Pal- 
estine and (2) that this Government would regret to see any dispute 
arise between itself and the British Government at this time in view 
of the many large mutual interests of the two Governments. The 
Ambassador said he had made no reference to the matter of equality of 
economic opportunity. I suggested, and he agreed, that it would be 
well not to touch upon that matter at present with his Government in 
view of the fact that no final formulation of a policy in this respect 
had been reached by the Department and could not of course be 
reached until it had all the facts of the case in hand. 

The Ambassador thanked me again for affording him this further 
clarification of the situation, which he said was very helpful. 

Wattace Murray 

867N.00/478 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State 

Lonpon, July 1, 1937—2 p. m. 
| [Received July 1—10: 10 a. m.] 

426. Department’s 256, June 23, 5 p. m. Colonial Secretary was 
asked in the House of Commons yesterday “whether it is proposed to 
consult the Government of the United States of America with regard 
to the future policy to be pursued in Palestine, in view of the treaty 
of 3rd December 1924, between Great Britain and the United States 
by which the latter became a party to the agreement to establish 

Palestine as the Jewish Homeland, and which included a provision in 
the first article that any modification in the mandate must be as- 
sented to by the United States?” 

The Colonial Secretary replied “In considering the future policy 
to be pursued in Palestine, His Majesty’s Government will of course
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keep prominently in mind any rights of the Government of the United 
States of America under the instrument to which the honorable 
member refers”. 

To the further question “Have any representations been received 
from the Government of the United States of America up to date?” 
the Colonial Secretary replied “No sir”. 

Asked when it is proposed to publish the report of the Royal Com- 
mission and to make a declaration of the Government’s policy in con- 
nection therewith, the Colonial Secretary replied “It is proposed to 
release the report in time for its publication with a Command Paper 
containing a short statement of the policy of His Majesty’s Govern- 
ment on the morning of 8th July and copies of the report and a sum- 
mary will be available for honorable members in the vote office some 
time on Wednesday evening”. 

BINGHAM 

867N.00/474: Telegram 

The Secretary of State to the Ambassador in the United Kingdom 
(Bingham) 

WASHINGTON, July 3, 1937—3 p. m. 

277. Your 403, June 24,5 p.m.® It is the Department’s understand- 
ing from Alling’s conversation with the Head of the Eastern Depart- 
ment of the Foreign Office (see penultimate paragraph of Alling’s 
memorandum of June 1) that American rights under the American 
British Convention of December 3, 1924, were considered to be “largely 
of an economic character” and that consequently the British Govern- 
ment would probably not find it necessary to consult this Government 
with respect to changes that might be proposed in Palestine as a result 
of the Report of the Royal Commission. 

I should appreciate receiving at the earliest possible moment any 
further detailed elucidation of the official British position in this 
matter that you can obtain. | 

Hoi 

867N.01/767a : Telegram 

The Secretary of State to the Ambassador in the United Kingdom 
(Bingham) 

WASHINGTON, July 7, 1937—10 a. m. 

281. Please seek an interview with Mr. Eden” at earliest possible 
moment and, after reading the following memorandum, leave a copy 
with him. 

* Not printed. 
* British Secretary of State for Foreign Affairs. 

9826095457
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“As His Majesty’s Government is aware, the American Government 
and large sections of the American public have for many years taken a 
close interest in the development of the Jewish National Home in 
Palestine. As early as August 1918, President Wilson expressed pub- 
licly + his satisfaction at the progress which the Zionist movement 
had made in the United States and in the allied countries as a result 
of the declaration made on November 2, 1917, by Lord Balfour,” on 
behalf of the British Government, in favor of the establishment in 
Palestine of a National Home for the Jewish people. Each succeed- 
ing President has on one or more occasions expressed his own interest 
in the idea of a National Home and his pleasure at the progress made 
in its establishment. It will be remembered likewise that the Ameri- 
can Congress adopted, and President Harding signed on September 21, 
1922, a joint resolution * favoring the establishment of the National 
Home. Numerous private organizations in the United States have 
from time to time expressed their sympathy for such a Homeland. It 
is perhaps pertinent to mention that the British Government itself has 
tended to encourage the interest which American nationals have taken 
in the Jewish National Home and in the general question of Palestine. 
As one example of this encouragement, reference is made to Lord 
Balfour’s letter of January 18, 1922,!* to the Secretary of State, a 
pertinent section of which reads as follows: 

‘The task which the British Government have undertaken in Palestine is one 
of extreme difficulty and delicacy. At Paris I always warmly advocated that 
it should be undertaken, not by Britain, but by the United States of America; 
and though subsequent events have shown me that such a policy would never 
have commended itself to the American people I still think that, so far as the 
Middle East is concerned, it would have been the best. However this may be, 
the duty has devolved upon Great Britain; and I hope the American Govern- 
ment will do what they can to lighten the load.’ 

When to this general interest there is added the fact that several 
thousand American nationals have established themselves in Pales- 
tine and have made large investments there in agricultural, industrial 
and philanthropic enterprises, it is not surprising that our people 
should be deeply concerned with the future of the country. 

It seems altogether fitting and proper again to bring this interest 
and concern to the attention of His Majesty’s Government at this 
time when it is considering what steps should be taken, consistent with 
its existing obligations, to establish and maintain peace in the Land 
which is Holy to three great faiths.” 

HULL 

“In a letter to Rabbi Stephen S. Wise, August 31, 1918; for text of letter, see 
R. 8. Baker and W. E. Dodd (eds.), The Public Papers of Woodrow Wilson, War 
and Peace, vol. I, p. 248. 

™ See Foreign Relations, 1917, supp. 2, vol. 1, p. 317, footnote 1. 
* Congressional Record, vol. 62, pt. 10, p. 9799, or 42 Stat. 1012. 
* Foreign Relations, 1922, vol. 11, p. 268.
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867N.01/768 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State | | 

Lonpon, July 7, 19387—9 p. m. 
[Received July 7—3:45 p. m.] 

448, Request contained in the Department’s 277, July 3, 3 p. m., was 

conveyed to the Foreign Office whose reply dated today just received 
reads: 

“With reference to Your Excellency’s memorandum No. 2662 of the 
6th July,® I have the honor to inform you that, in the view of His 
Majesty’s Government in the United Kingdom, the rights of the 
United States Government and their nationals in regard to Palestine 
depend on the terms of the ‘Convention between the United Kingdom 
and the United States of America respecting the rights of the Govern- 
ments of the two countries and their respective nationals in Palestine’, 
which was signed in London on the 3rd December, 1924, and of which 
the ratifications were exchanged in London on the 3rd December, 
1925. The rights of the United States Government and their 
nationals as regards Palestine are those recited 1n articles 2 to 6 of 
the Convention, and in article 7 of the Convention. These rights must 
remain intact whatever changes may be made in the Mandate for 
Palestine, unless the United States assent to such a change. 

2. In the view of His Majesty’s Government, however, these rights 
are limited to those specified in the articles of the Convention referred 
to above, and the consent of the United States Government will, there- 
fore, not be required to any change in the Palestine Mandate unless 
these specific rights in question are thereby affected. Indeed, the 
United States having assented, by article 1 of the Convention, to the 
Mandate as a whole, it follows that the United States Government 
have accepted the provision in article 27 of the Mandate which lays 
down that the Mandate may be altered with the consent of the Council 
of the League of Nations. His Majesty’s Government in the United 
Kingdom propose to seek the consent of the Council of the League at its 
September session for any changes in the Mandate of Palestine which 
may be required as the result of the Royal Commission’s report; but, 
should any such changes affect any of the United States rights laid 
down in articles 2 to 6 of the Convention referred to above, His Maj- 
esty’s Government will immediately inform the United States and 
seek their consent thereto. 

* This memorandum, copy of which was transmitted to the Department by the 
Ambassador in his despatch No. 3178, July 7, reads as follows: 

“The American Ambassador presents his compliments to His Majesty’s Princi- 
pal Secretary of State for Foreign Affairs and has the honor to inform Mr. Eden 
that the United States Government would be glad to receive at the earliest 
possible moment a detailed elucidation of the official British position, having 
regard to the terms of the American-British Convention of December 3, 1924, on 
the question of consulting the United States Government with respect to any 
changes that may be proposed in Palestine as the result of the Report of the 
Royal Commission.” (867N.01/771) — .
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3. While the foregoing represents the views of His Majesty’s Gov- 
ernment as to their legal obligations towards the United States Gov- 
ernment in the matter, they fully appreciate, and indeed welcome 
the interest taken by the United States Government in the question of 
the solution of the Palestine problem, and it is their intention to kee 
the United States Government fully informed of any proposals which 
they may put forward to the Council of the League for the modifica- 
tion of the Mandate. I have, et cetera,” 

BIncHAM 

867N.01/775 : Telegram 

The Consul General at Beirut (Marriner) to the Secretary of State 

Brot, July 9, 1987—noon. 
[Received 2:05 p. m.] 

Arabic opinion as expressed in the press here and in Damascus is in 
general dissatisfied with Royal Commission report on Palestine 
stating that the “surgical operation” proposed by Great Britain is 
destined to create confusion, to leave all power on the divide and rule 
principle to England, and effectively to cut the Arabs away from the 
coast line and all the richer lands. At the request of the British, the 
general commanding here assures me that strict measures have been 
taken for guarding the Palestine frontier to prevent any armed bands 
from Syria crossing to assist in possible demonstrations. The inten- 
tion attributed to the Nationalist Party of preparing and arming such 
bands, allegedly at the request of the Grand Mufti” of Jerusalem who 
recently visited Damascus, has been categorically denied by Nationalist 
leaders. They state that while they sympathize with the Arabs in 
Palestine there can be no question of armed intervention. 

MarrInER 

867N.01/774 ;: Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State 

| Lonpon, July 9, 1937—7 p. m. 
[Received July 9—2:35 p. m.] 

456.. I saw the Foreign Minister by appointment this morning to 
deliver to him your 281, July 7, 10 a. m., and took advantage of the 
occasion to outline to him at some length American interest in the 
whole Palestine problem. I stressed not only the concern of my Gov- 
ernment in the matter but likewise that of the American people. 
Eden said your message would have every consideration and assured 

% British Cmd. 5479: Palestine, Royal Commission Report, July, 1937. 
7 Haj Amin Efendi al—Husseini.
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me that in all Cabinet discussions in connection with the Government’s 
policy on the question of Palestine the attitude of the American 
Government and that great body of public opinion which is concerned 
therein was very much in their minds. He also asked me to realize the 
difficulties of the situation and that every endeavor was being made by 
the British Government to find an equitable solution among the many 
factors that must necessarily enter into consideration. | 

BiIncHAmM 

890F.6363 Standard Oil Co./938 

Memorandum by the Chief of the Division of Near Eastern Affairs 
(Murray) 

[WasHinaton,] July 12, 19387, 

Mr. J. A. Moffett, Chairman of the Board of the Bahrein Petroleum 
Company, Ltd., New York, a subsidiary of the Standard Oil Com- 
pany of California, called by appointment this morning upon the 
Under Secretary in connection with his company’s interests in Saudi 
Arabia and the Persian Gulf region. Present also were the Chief of 
the Near Eastern Division and the Economic Adviser."® | 

After describing briefly his company’s operations in the above- 
mentioned area, Mr. Moffett stated that while King Ibn Saud had 
hitherto been regarded as very friendly to American interests, this 
company’s representatives thought they had discerned a certain 
disposition on the part of the King to be less amenable and co-opera- 
tive in meeting the company’s wishes with regard to operations in 
Saudi Arabia and more particularly with regard to the expansion of 
operations in that area. It was felt that while Ibn Saud had in the 
past been fairly independent in his relations with the British he 
was showing signs at present of greater friendliness to the British 
and a disposition to cooperate with them more fully. 

Mr. Moffett then stated that the competent officials of his company 
were fearful that any disposition on the part of this Government to 
support Jewish claims in the present dispute over the new pronounce- 
ment of British policy proposing a partition of Palestine between the 
Arabs and the Jews might have serious repercussions on American 
oil interests in Saudi Arabia and might even result in their expulsion. 
Mr. Moffett emphasized in this connection the truly American charac- 
ter of the oil concessions held by his company in Saudi Arabia and 
the importance of increasing production wherever possible in order 
to meet the constantly increasing demands. | 

* Herbert Feis.
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Mr. Welles told Mr. Moffett he appreciated being kept informed 
regarding the situation in Saudi Arabia, but added that this Gov- 
ernment is not officially concerned in the present Palestine dispute 
nor had it taken any position with respect thereto. 

Waiace Murray 

867N.01/784 : Telegram 

The Consul General at Jerusalem (Wadsworth) to the Secretary 
of State 

JERUSALEM, July 12, 1937—6 p. m. 
| [Received July 12—5 p. m.] 

Local reaction one of intense interest and feeling but no serious 

disturbance public security anticipated. 
Discussion centers on Commission’s finding that mandate is un- 

workable and consequent recommendation for partition. 
All Arabs accept the finding; all Jews repudiate it arguing fault 

lies with administration. 
In both camps divergent views are held on the recommendation. 

Among Arabs Mufti refuses in principle and declines in practice to 
consider it; Emir Abdullah” urges acceptance on ground realities 
must be faced but wants modification of proposed boundary and Arab 
administrations in neutral enclave; Nashashibi ” side-steps principle 
willing negotiate for favorable modifications. Among joint owner- 
ship [sic] general Zionists refuse in principle but imply would accept 
in practice if modifications made to include in Jewish State new 
Jerusalem and Jordan colonies, afford opportunity to develop Negev 
and avoid subvention to Arab State; important group of Labor Zion- 
ists while urging similar modification reported willing to accept what 

they can get. 
Iraq Government’s statement categorically opposing partition be- 

lieved based on combination sympathy and curiosity, [szc] strengthen 
internal position greatly fortifies Mufti’s stand. 

W apsworTH 

867N.01/797 : Telegram TO 

The Chargé in Iraq (Satterthwaite) to the Secretary of State 

Baeupab, July 17, 1937—11 a. m. 
[Received July 17—7: 32 a. m.] 

19. My 18, July 13,1 p.m." Iraq Government appears to be taking 

lead in opposition to Palestine partition scheme and yesterday after- 

* Abdullah Ibn Hussein of Transjordan. 
7 Raghib Bey au—Nashashibi, ex-mayor of Jerusalem and leader of the Na- 

tional Defense Party. 
* Not printed.
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noon permitted large public demonstration, committee of which has 
telegraphed Legation requesting support of the United States Govern- 
ment. Official and popular resentment against Emir Abdula 

[Abdullah] reported increasing. : | 
NSATTERTHWAITE 

867N.01/800 : Telegram 

The Secretary of State to the Consul at Geneva (Gilbert) 

| WASHINGTON, July 21, 1937—8 p. m. 

120. Your 244, July 20, noon.” In as much as the Palestine question 
is presumably one for consideration at this stage only by the Man- 
dates Commission and the Council; the Department would be inter- 
ested in learning in what manner it is likely to come before the 
Assembly. 

Is the Department correct in assuming that the protests received 
by the Secretary General are accorded no official recognition since 
they are not submitted within the League rules regarding petitions 
concerning mandated territories? 

| Hou 

§67N.01/808 : Telegram 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State | 

Lonpon, July 22, 1937—noon. 
[Received July 22—11: 40 a. m.]| 

498. Department’s 283, July 7, 2 p. m., and Embassy’s 493, July 21, 
2 p.m.”3 In the House of Commons yesterday the Colonial Secretary 
moved approval of the policy of the Government relating to Pales- 
tine. He said the Government was convinced by the arguments of 
the report and reminded the House that the debate concerned a prob- 
lem affecting the whole of Jewry and the Moslem world and therefore 
future relations between East and West. After reviewing the history 
of the problem, he said that the correct facts were that the pledge to 
the Jews was a promise not of Palestine but of a home in Palestine, 

and the pledge to the Arabs was not a promise of Palestine but a 
general promise to promote their independence. It was indisputable 
that the continuance of the mandate would make the soreness worse. 
The chief obstacles were in the mandate itself which forbade joint 
education of Jews and Arabs. The essence of the problem was the 

* Not printed. 
** Neither printed. |
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clash of two vivid nationalisms sharpened by Jewish persecution in 
Germany and Arab nationalism sharpened by new grant of self gov- 
ernment in Syria and the sudden increase of Jewish immigration. 
He briefly explained that only partition could remove reciprocal 
fears of domination and only permanent neutral guardianship of the 
holy places could guarantee peace. He asked for support only for 
the principle that the case for fundamental changes had been made 
out and that leave could be granted by the League to formulate a 
fully detailed scheme. He could not agree to refer the report to a 
joint select committee which would mean indefinite delay in making 

application to the League. He gave an optimistic account of the 
reception of the report. 

The Labor opposition speaker subjected the scheme to detailed 
criticism in order to show that it was unworkable in its present form 
and suggested reference to a joint select committee. 

The Liberal opposition speaker on much the same lines urged that 
only Jews had legitimate grievances and that it was much too early 
for the House to make an irrevocable decision. 

Mr. Amery, Conservative, led the way toward compromise and 
thought that joint select committee might be set up at a later stage. 

After several other speakers, Mr. Churchill said he would have pre- 
ferred persevering with the mandate and could not vote for immedi- 
ate approval of the partition in principle, the virtues or vices of that 
principle depending on its detailed application and no details had 
been settled. In view of the desirability of unanimity and the pos- 
sibility that delay might bring Jews and Arabs together, he suggested 
as an amendment to the opposition amendment a proposal to send 
the report forward to the League with a view to the later preparation 
by the Government after adequate inquiry of a detailed plan in ac- 
cordance with the policy set out in the Government’s comments on 
the report. After further debate and a modification in the wording 
suggested by Mr. Lioyd George, Mr. Churchill’s motion, which the 
Government accepted, was carried unanimously except for third [sc] 
independent labor members. 

In the House of Lords where the debate was resumed the suggestion 
was also made that the report should first be referred to a joint select 
committee. Lord Swinton for the Government argued that such a 
committee could only do over again the work of the Royal Commis- 
sion. The debate which had merely been on a motion asking for 
information was concluded by the withdrawal of the motion. 

| : BINGHAM
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867N.00/523 : Telegram . _ ee 

The Consul at Geneva (Gilbert) to the Secretary of State 

Geneva, July 22, 1937—4 p.m. 
[Received July 22—2 p. m.] 

246. Department’s telegram 120, July 21, 8 p. m. 
1, Although juridically the Council is the competent body. for 

deciding questions relating to mandates, the Assembly in past years 
has consistently maintained that the functioning of the mandates 

system is a matter of interest to all League members. Each year a 
resolution usually introduced by Norway was passed placing man- 
dates on the Assembly’s agenda and extensive general discussions 
thereon have taken place in the Sixth Committee. Matters relative 
to Palestine have already frequently formed a subject of discussion 
particularly on the part of the Polish and Iraq representatives. 
Secretariat officials are convinced that under the present circum- 

stances an extensive discussion on Palestine will take place in the 
forthcoming Assembly. Although it may be held that such discus- 
sion, or resolution if any, would have no juridical force, nevertheless, 
it would serve to inform the Council of the sentiments prevailing in 
the Assembly and would undoubtedly influence Council action. 

2. The questions of what constitutes a petition is a matter of inter- 
pretation in the light of established rules and practice. Secretariat — 
officials are of the opinion that the protests thus far received are not, 
at least in most cases, petitions in the technical sense. Should any be 
decided to constitute petitions they will be communicated verbatim to 
the members of the Mandates Commission and the latter will decide 
whether they warrant formal consideration. In the case of mere 
protests it is customary for the Secretariat to make summaries thereof 
and communicate them to members of the Commission. Full texts 
are then made available if requested. Thus in the case either of peti- 
tions or of protests the Commission is informed and is in a position 
to decide whether such documents demand or justify consideration as 
pertinent to the matter in hand. 

38. With Iraq and the contemplated procedure as regards Syria as 
precedents, it is considered that the conversion of a mandated terri- 
tory into an independent state is predicated on its becoming a member 
of the League of Nations and likewise in the present case it is presumed 
that in addition the states concerned would be required to give certain 
guarantees particularly as regards minorities. Acceptance of League 
membership and corollary obligations implies agreement between the 
states concerned and the Council. It is, therefore, suggested that uni- 
lateral action on the part of the Council would presumably not be 
sufficient to carry out the proposals of the Royal Commission. Should
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opposition in Palestine prove to be widespread and vehement, par- 
ticularly if encouraged by the opposition of a group of League states, 
the Council might be obliged to seek some other alternative, or to 
continue for an indefinite period the mandatory régime. 

GILBERT 

867N.01/818 : Telegram 

The Ambassador in France (Bullitt) to the Secretary of State 

Paris, July 26, 1937—1 p. m. 
[Received 5 p. m.] 

1046. In conversation with an official of the Levant section of the 
Foreign Office concerning the Royal Commission’s report on Palestine 
this official said that while the Foreign Office had not yet had an oppor- 
tunity to examine carefully the voluminous report he was confident 
that the French Government would raise no objection to the principle 
of the partition scheme. The present mandate had proved unwork- 
able he said and only time could tell if the partition scheme would be 
more workable. He was somewhat skeptical on this point but said 
that the French Government had had sufficient experience with prob- 

| lems in mandated territories to realize that full scope for working out 
solutions must be left to the Mandatory Power subject of course to 
adequate protection being afforded the legitimate interests of other 
states. 

He remarked that France had important interests in Palestine in 
the way of schools and hospitals and would have to see that these were 
protected. He also said that the French Government was not informed 
as to the precise scope of the proposal for conceding on [éo?] the 
British a permanent guardianship over the holy places. There are 
arrangements between the French Government and the Holy See 
regarding churches in this region and the French Government will 
desire further information on this aspect of the scheme. 

This official said that in reading the report he had been struck by 
its tendency to encourage Arab unity. This was of course the British 
fashion of coating the pill for the Arabs. He remarked that during 
the war the British had done much the same thing in order to gain the 
assistance of the Arabs and that this had proved later on to be of 
doubtful wisdom. He felt that conditions in the Arab countries are 
such as to make it impossible, at least for the present, to realize Arab 
unity in any appreciable degree and he wondered if by encouraging 
hopes which would be disappointed the British might not be creating 
difficulties for the future. 

It appears that considerable pressure is being brought on the French 
Government by Jewish organizations to object to the Palestine report.
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The Foreign Office however is taking the position that this is a matter 
to be dealt with primarily by the Mandatory Power subject to details 
of execution which will protect French interests. 

The official with whom we spoke remarked that when the report 
comes before the Mandates Commission at Geneva at the end of this 
month he would not be surprised if action were limited to the appoint- 
ment of a reporter to examine the question and report to the Commis- 
sion at a later session. 

Copy to Geneva, London. 
Buriirr 

867N.01/836 : Telegram 

The Consul at Geneva (Everett) to the Secretary of State 

Geneva, August 3, 1937—4 p. m. 
[Received August 3—2:15 p. m.] 

251. Consulate’s 246, July 22,4 p.m. 

1, On July 30 the Mandates Commission began its consideration of 
Palestine * which has thus far consisted of hearing the statements 
of the British accredited representative and of drawing up its pro- 
gram. As indicative of the Commission’s approach to the problem 
I quote below a portion of a communiqué issued by the Secretariat 
on March 2: 

“The Commission interrupted its hearing of the accredited repre- 
sentatives this morning to consider its programme of work. 

Asa result of an exchange of views, it was considered that the task 
of the Commission should be: (1) to examine the administration of 
Palestine in the last 2 years. This was thought necessary not only 
because the Covenant and the mandate imposed this duty, but also 
because it was calculated to cast light upon the fundamental issue, 
namely, the modification of the Palestine régime proposed by the 
Mandatory Power; (2) to ascertain whether the material now before 
it is sufficient to enable the Council to form an opinion on the problem 
as a whole, as well as on the various solutions suggested (should it 
be necessary, the accredited representative will be asked to supplement 
the information in the course of the session [)]; (3) to give the Council 
an account of the advantages and disadvantages of each of the pos- 
sible solutions to the problem, namely : 

(a) maintenance of the existing mandate; 
i modification of the mandate; 
¢) cantonization; 

: tS partition; or | 
é) any other possibility which might arise out of the 

discussion. 

In the course of the examination of the foregoing documentation, 
it will be necessary to ascertain whether the mandate as drafted in 

“For the full record of these meetings and hearings, see League of Nations, 
Permanent Mandates Commission, Minutes of the 82nd (Hatraordinary) Session.
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1922 is in itself. unworkable, or whether intervening circumstances 
have made it impossible to contemplate its being carried out without 
fundamental changes. | 

_ It decided to adopt as the basis of its work the 1936 report on the 
administration of Palestine, while taking account in considering the 
various matters dealt with in this report of the information and 
comments on these matters contained im the report of 1935 and in 
the report of the Royal Commission. The Committee will also con- 
sider the petitions sent to it in connection with the disorders and the 
proposals of the Royal Commission.” 

2. I learn in confidence from an official who attended the meetings 
that the British statements thus far have been largely on the lines of 
the Government’s declarations to Parliament on presenting the Royal 
Commission’s report except that in addition confidential details have 
been imparted concerning the attitude of certain of the Arab leaders, 
-.Ormsby-Gore** has notified the Commission that he is leaving 
August 5 but has agreed to return later if his presence is desired. 

A member of the Commission referring to paragraph 4 of the Gov- 
ernment’s statement of policy published as Command Paper 5513 8 
inquired what were the “other international instruments” alluded to 

therein. Gore replied that this referred particularly to the treaty 
of 1924 with the United States and added that when the League had 
expressed its opinion on the matter it would be necessary to consult 
the United States. He explained that negotiations with the United 
States could take place only after the League had expressed an opinion 
inasmuch as the Mandatory Power was responsible to the League for 
the mandate. A member inquired whether this did not give the 
United States a de facto power of veto. Gore replied that the jurid- 
ical status of the United States with respect to the mandate was not 
clear due to the divergence of opinion resulting from the circumstances 
that the United States had not technically been at war with Turkey. 

3. My informant tells me that the Commission is showing itself 
unusually independent in its attitude and that it has by no means 
committed itself by inference or otherwise to any plan. 

| KVERETT 

867N.01/836a : Telegram 

The Secretary of State to the Consul at Geneva (Everett) 

Wasurneron, August 3, 1937—5 p. m. 

124, The Department would appreciate any information which you 
can obtain discreetly as to accuracy of statements in Streit’s article 

5 British Secretary of State for Colonies and accredited representative on the 
Permanent Mandates Commission. 

* British Cmd. 5513: Palestine, Statement of Policy by His Majesty’s Govern- 
ment in the United Kingdom, July 1937. . | 7
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on Palestine in today’s Yew York Times in which Ormsby-Gore is 
reported to have said that his Government agreed that it was necessary 
under the terms of the American-British Palestine Mandate Conven- 
tion of 1924 “to get Washington’s consent for any changes in the 
mandate” and that the British hope was that if the League and the 
United States would agree with Britain on some solution the authority 
thus obtained would bring both Jews and Arabs around to the plan. 

Hui 

867N.01/850 | 

The American Ambassador in the United Kingdom (Bingham) to the 
British Secretary of State for Foreign Affairs (Eden) * 

No. 2744 | Lonpon, August 4,. 1937. 

Sir: I have the honor to acknowledge the receipt of your note of 
July 7, 1937, concerning the rights of the United States and its 
nationals in Palestine, as determined by the American-British Con- 
vention of December 3, 1924. 

Since the receipt of the above-mentioned note, the Report of the 
Royal Commission of Inquiry on Palestine has been published and 
my Government has noted that the Commission proposes that the 

Mandate for Palestine should terminate and be replaced by a treaty 
system in accordance with the precedent set in Iraq and Syria. In 
this general connection, His Majesty’s Government will recall that 
at the time of the termination of the special relations between the 
United Kingdom and Iraq in 1932, the United States Government set 
forth in some detail its views regarding its rights relating to the ter- 
mination of mandatory régimes. At the request of my Government, 
which was anxious to have its views in this matter receive wide pub- 
beity, His Majesty’s Government was good enough to transmit copies 
of that correspondence to the League of Nations, and the text of the 
correspondence was reproduced in the League of Nations Official 
Journal for January, 1933.” The attitude of the American Govern- 
ment, as revealed by this correspondence, was summed up in two para- 
graphs, one of which appeared in a letter dated March 1, 1932,°° from 
the First Secretary of this Embassy to the Head of the Eastern Depart- 
ment of the Foreign Office, and the other in an aide-mémoire, dated 

* Copy transmitted to the Department by the Ambassador in his despatch No. 
8265, August 4; received August 14. Department’s instruction No. 1869, July 
27 (867N.01/776), directed the Ambassador to deliver to the British Foreign 
Office the text of note here printed. mo 

See telegram No. 448, July 7, 9 p.m., from the Ambassador in the United King- 
dom, p. 891. 

” See also Foreign Relations, 1932, vol. 11, pp. 672 ff. 
“Tbid., p. 674.
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July 8, 1932," left at the Foreign Office by this Embassy. For con- 
venience of reference these paragraphs are quoted below: 

“Since the termination of a régime in a mandated territory neces- 
sarily involves the ‘disposition’ of the territory and affects the interests 
of American nationals therein, the right of the United States to be 
consulted with respect to the conditions under which the territory is 
subsequently to be administered is on precisely the same basis as its 
right to be consulted with regard to the establishment of a mandatory 
régime. 
“Accordingly the American Government desires to make a full 

reservation of its position in this matter and, with a view to avoiding 
any possible misconception which may arise in the future, to make 
clear that its action in refraining from insisting upon a fulfillment of 
its rights in the case of Iraq is not to be construed as an abandonment 
of the principle established in 1921 that the approval of the United 
States is essential to the validity of any determination which may be 

: reached regarding mandated territories.” 

The views of my Government as set forth in the above-mentioned 
correspondence are, of course, fully applicable to the proposed termi- 
nation of the Palestine Mandate, and it is pertinent to add that those 
views were brought to the attention of the French Government in 
August, 1936,” during the negotiations between the French Govern- 
ment and a Syrian delegation looking to the termination of the 
Syrian Mandate. It is hardly necessary, however, to repeat the as- 
surances heretofore communicated to His Majesty’s Government that 
the position of my Government as set forth in the quoted correspond- 
ence is based exclusively on its obligation and purpose to provide 
for the protection of American interests in Palestine on a basis 
of equality with those of other governments and their nationals. 

In expressing satisfaction and appreciation for the assurances fur- 
nished that His Majesty’s Government intends to keep the United 
States Government fully informed of any proposals which may be 
made to the Council of the League of Nations for the modification 
of the Palestine Mandate, I am instructed to request that these pro- 
posals may be communicated to my Government in ample time to 
enable it to determine what, if any, observations it may desire to 
make with a view to the preservation of American rights in Palestine. 

I have [etc. ] (For the Ambassador) 
Herscuer V. JoHNson 
Counselor of Embassy 

* See Foreign Relations, 1982, vol. 1, p. 678, footnote 11. 
2 See ibid., 1936, vol. 111, pp. 496 ff.



PALESTINE 903 

867N.01/837 : Telegram 

The Consul at Geneva (Everett) to the Secretary of State 

Geneva, August 5, 1937—noon. 
[Received August 5—11: 59 a. m.] 

252. Department’s telegram 124, August 3,5 p.m. I have now been 
given an opportunity in strict confidence to examine the provisional 
minutes of the meeting in which the question of consultation with the 
United States was discussed. I believe that paragraph 2 of my 251, 
August 3, 4 p.m., summarizes accurately the substance of that discus- 
sion. Gore is not recorded as having used the expression “to get Wash- 
ington’s consent for any change in the mandate”. He used the expres- 
sion “confer with the United States Government”. I can discover no 
statement or allusion to the effect that agreement between the United 
States, Great Britain and the League on some solution would bring both 
Jews and Arabs around to the plan. Although the provisional min- 
utes may not always record every remark made it seems probable in 
this instance that Streit drew that inference himself or from his 
informant. 

As regards Gore’s remarks on the juridical status of the United 
States with respect to the mandate as reported in my telegram under 
reference, he said in addition that he believed it to be an historical fact 
that the Palestine Mandate was actually conferred not by the Principal 
Allied and Associated Powers but by the Principal Allied Powers 
alone. 

Full text by mail. 

EVERETT 

867N.01/840 : Telegram 

The Chargé in Iraq (Satterthwaite) to the Secretary of State 

Bacupap, August 6, 1937—1 p. m. 
[Received August 6—6:18 a. m.] 

22. My 18, July 18, 1 p.m. The Foreign Minister yesterday 
outlined to me plan of his Government for the solution of the Pales- 
tine problem which he will present to the League personally in Sep- 
tember. Plan involves formation of an independent state with a 
constitution similar to that of Iraq, limitation of Jews to a minority 
of 30 per cent and an alliance with Great Britain and Iraq. Full 
report by mail. 

SATTERTH WAITE 

* Not printed. .
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867N.01/845a : Telegram , 

The Secretary of State to the Consul General at Zurich (Frost) 

oo Wasuineton, August 11, 1937—4 p. m. 

_ The Department would appreciate any information which you 
ean discreetly obtain, without consulting American delegates, as to 
position such delegates have taken in World Zionist Congress on ques- 
tion of authorizing Zionist Executive to negotiate with British Gov- 
ernment ad referendum on Palestine partition scheme. 

Hon 

867N:01/848 : Telegram 

The Consul General at Zurich (Frost) to the Secretary of State 

; ZoricH, August 13, 1937—10 a. m. 
Se [Received 10:15 a. m.] 

Department’s telegram August 11th, 4 p.m. Dr. Stephen S. Wise, 
American delegation head and a bitter irreconcilable against partition 
of Palestine, led a small American minority against ad referendum 
resolution to negotiate with British Government on partition scheme 
approved by Zionist Congress August 11th. Majority American dele- 
gates supported Louis Lipsky, who favored negotiations. 300 Con- 
gress delegates voted for resolution, 158 opposed. Reliably informed 
American delegates divided 51 for, 38 against. Divided among the 
four groups of American delegates the vote was as follows: 

_ Group 1, general Zionists, 16 favored and only 5 backed Wise in 
opposition ; 

Group 2, Hadassah Women’s Zionist Organization of America of 
which Mrs. Judith Epstein is President, 14 opposed, 3 favored; | 

Group 8, entire Mizrachi, conservative orthodox religious group 
consisting of 18 members voted against; 

Group 4, Labor or Socialist Zionists numbering 32 favored. 

- a Frost 

867 N.01 /860: Telegram 

The Consul General at Jerusalem (Wadsworth) to the Secretary 
a of State 

OO JERUSALEM, August 16, 1937—1 p. m. 
- . [Received August 17—9 a. m.] 

The Mufti of Jerusalem during a call which I made him yesterday 
handed me a note on behalf of the Arab Higher Committee based on 
its understanding of the reports concerning communications ex- 
changed in London between Ambassador Bingham and Mr. Eden with
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respect to America’s right to be consulted concerning changes in the 
mandate that might affect American interests. The gist of the note 
is contained in its penultimate paragraph. 

{“] If the United States is upholding the Jews out of sympathy for 
them it should be remarked that the Arabs are more deserving of 
that sympathy as they are in the right and are the owners of the 
country and the victims of aggression. If on the other hand the 
United States is upholding the Jews on account of their financial 
influence it should be remarked that the United States enjoys in 
Arab countries great respect and affection and a moral standing of 
great value which are a result of the accomplishments of groups of 
Americans over a great number of years. These are worthy of bein 
safeguarded and developed. The United States has also cultural 
relations and widely extensive business connections with the Near 
East and the Moslem world which are also worthy of being safe- 
guarded and developed. It is our belief that these possess no less 
present and future value than what the United States is likely to reap 
from supporting the fallacious Jewish cause. In fact it exceeds it 
by far inasmuch as it embraces far-flung eastern countries”. 

Before the Mufti disclosed his intention of making any communi- 
cation to me or had raised the question of the American attitude in 
the premises, I had mentioned the exchange of notes in London telling 
him that this action was similar to that taken or contemplated for all 
other mandate treaties including those with Iraq,* Lebanon and 
Syria.= I said that our concern in these matters was limited to the 
American interests involved which in the case of Palestine were as 
he would readily understand in large measure Jewish. 

He was well pleased to discover that the American action was not 
unique and designed against the Arabs, a point of view which he said 
was heavily stressed by Jewish propaganda. He said that if the policy 
of the United States was the same with respect to all mandates, he 
could see that in this case we were not departing from that impartiality 
which has for many years characterized the various good works of 
the United States in the Near East for which the Arabs had every 
cause to be gratified. _ 

In acknowledging this note do you desire me to make any obser- 
vations other than those contained in Radio Bulletin No. 188 * re- 
ceived today? August 17,8 a.m. [sic]. 
— W apsworTH 

“Por text of convention signed at London, January 9, 1930, by the United 
States, Great Britain, and Iraq, see Foreign Relations, 1930, vol. m1, p. 302; 
for further correspondence, see ibid., 1932, vol. 1, pp. 672 ff. . 

* See ibid., 1936, vol. 111, pp. 496 ff. HO 
* Dated August 18, 1987; missing from Department files. — 

982609—54—58 3
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867N.01/860 : Telegram 

The Secretary of State to the Consul General at Jerusalem 
(Wadsworth) 

Wasuineron, August 17, 1937—7 p. m. 

Your August 16,1 p.m. The Department considers that it would 

be preferable merely to acknowledge the Mufti’s note and inform him 
that you are forwarding it to Washington. 

Referring to the last sentence of the third paragraph of your tele- 
gram you will appreciate that our concern with respect to the protec- 

tion of American interests, as opposed to other interests, is not based 

on any racial or religious considerations. Obviously an equal effort 
would be made to protect American interests in Palestine, as else- 
where, irrespective of the race or religion of the American nationals 

concerned. 
The Embassy at London is being requested to send you by air mail 

text of recent correspondence with British Government. 
Hoi. 

867N.01/871 : Telegram 

The Consul at Geneva (Everett) to the Secretary of State 

Geneva, August 19, 1937—4 p. m. 
[Received 8:15 p. m.]| 

256. The session of the Mandates Commission has terminated. I 
have had an opportunity privately to examine the Commission’s report 
on the questions raised by the British Government’s proposal for the 

partition of Palestine.” 
The report calls attention to the preliminary nature of its opinion, 

the complexity of the problem, the diversity of views among its 
members on a number of points and then “formulates in general terms 
a few conclusions”. : 

Following is a summary of the chief points in these conclusions: 

1. After reviewing the inherent causes of the hostility between 
Arabs and Jews the report states that the very success of the Zionist 
experiment “aroused the hostility of the chiefs of the Arab movement 
and even tended to alarm a Mandatory Power which was anxious to 
maintain good relations with the Moslem world”. Intimating that 
notwithstanding the great difficulties involved the Mandatory Power 
by a firm policy might have prevented outbreaks of violence, the report 
states: “The present system became unworkable on the day on which 
it was publicly declared to be so by a British Royal Commission speak- 
ing with the double authority conferred upon it by its impartiality and 
unanimity and by the Government of the Mandatory Power itself. 

Ten text of report, see League of Nations, Official Journal, December 1937, 

p. .
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The most optimistic must recognize that the execution of the present 
mandate well interpreted and vigorously applied would be difficult in 
the present circumstances.” Interpreted as it has been and “applied 
by Government which has informed its own Parliament and its Pales- 
tine subjects that it no longer has any faith in its mission as originally 
conceived, the present mandate has been made practically unworkable 

. by this fact alone”. 
2. “The Commission therefore considers that the examination of the 

advantages and drawbacks of a new territorial solution deserves to 
be pursued.” The report calls attention, however, to the inherent 
difficulties which abide regardless of the solution adopted and states 
that “if the partition scheme should be applied its success would de- 
pend more on its effects with relations between Arabs and Jews than 
on the territorial solution adopted.” 

3. “While declaring itself favorable in principle to an examination 
of a solution involving the partition of Palestine, the Com- 
mission is nevertheless opposed to the idea of the immediate creation 
of two new independent states.” The Commission feels that the pro- 
jected states could not from their inception fulfill the conditions for 
mdependence laid down in 1981 in its report on its 20th session.® 

4, The report mentions as a possible solution a régime analogous 
to that rejected by the Royal Commission under the name of “Cantoni- 
zation”. It also mentions as a possible solution that the two entities 
resulting from partition might become fully independent of each other 
but remain under mandate until one or both gave sufficient proof of 
fitness for self government. 

The Commission agreed that in case a scheme of partition were ap- 
plied Jerusalem should be placed under a special régime. 

5. The report terminates with a tribute to the Mandatory Power 
and an appeal to Jews and Arabs to abate their grievances and rather 
bear in mind the benefits they have received from Britain and from 
the mandatory régime. 

In view of my knowledge of the discussions in the Commission I 
wish to make the following comment. It appears evident that the 
majority of the Commission consider the present mandate as in- 
herently unworkable except under the constant menace of military 
force but the discussions show that the Commission desired to avoid 
a categorical statement to that effect in the report in order to leave a 
bridge for retreat in case the negotiations for a solution through par- 
tition or for some other solution should fail. This was stated in so 
many words by one member. This is. the reason that the conclusion 
regarding the unworkability of the mandate is made to repose ex- 

pressly on the Royal Commission’s report and its approval by the 
Government. Serious objections to the scheme of partition were raised 
during the discussions. Some, however, considered such a solution as 
probably unavoidable. Others leaned rather towards some immediate 
solution. It was admitted, however, in regard to the whole problem 
that it was a question of finding the least unsatisfactory solution. 

** League of Nations, Official Journal, November 1931, p. 2176.
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The British representative during the discussions repeatedly stated 
that his Government did not expect the Mandates Commission to ap- 
prove the scheme of partition but desired complete freedom to explore 
that solution before any other proposals were considered. The report 
seems to meet that requirement.. _ : 

Mailing report to Department and London. | | | 
| oo : EVERETT 

867N.01/902 : Telegram ; 

The Consul at Geneva (Bucknell) to the Secretary of State » 

| | Geneva, September 16, 1937—11 p. m. 
, _ [Received September 16—5: 35 p. m.] 

305. Consulate’s 294, September 14, 8 p.m.*° The Council this after- 

noon passed a resolution *° authorizing the British Government to pro- 
ceed with a study of the British proposal for the partition of Palestine, 
it being understood that the British Government would submit a re- 
port to the Council and that the Council reserved its position on the 
substance of the question. Text of resolution will be mailed. 

BuckNELL 

867N.01/7533 | 

Memorandum by the Chief of the Division of Near Eastern Affairs 
(Murray) | 

_  [EWasxineton,] September 17, 1987. 

It will be recalled that in the Report of the Palestine Royal Com- 
mission it was proposed that the British Government eventually 
negotiate with the Zionist Organization a treaty regarding the posi- 
tion of the suggested Jewish State. In a previous memorandum we 
expressed some surprise that such a treaty should be negotiated with 
the Zionist Organization, since under the Mandate the Jewish Agency 
is recognized as “a public body for the purpose of advising and co- 
operating with the Administration of Palestine.” Since 1929 the 
Jewish Agency has been composed of representatives of both Zionists 
and non-Zionists. Under. the circumstances it would have appeared 
to be more logical if the Commission had recommended that the 
proposed treaty be negotiated with the Jewish Agency rather than 
with the Zionist Organization.. Moreover, this same point of view 
was held by the group of American non-Zionists which recently at- 
tended the meeting of the Jewish Agency in Zurich. At the time of 
that.meeting Mr, Felix Warburg, leader of the American non-Zionists 

® Not printed. . 
* League of Nations, Official Journal, December 1937, p. 907.
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on the Agency, made it clear that no settlement of the Palestine ques- 
tion could be made without the cooperation:of the non-Zionists. . 

We have just observed in a letter-written to the London Z'%mes last 
month by a Jewish leader in England the following statement: 

“There seems some misapprehension regarding the place of the 
Zionist Congress in the discussions around the prospective settle- 
ment of the Palestine problem. The misapprehension was started by 
the Royal Commission itself, which: spoke of a treaty with the Zionist 
Organization, but the Government. quickly corrected this by sub- 
stituting Jewish Agency for Zionist Organization. Palestine and its 
future are the concern of the Jewish people, not of any party in it.” 

We appear to have no confirmation of. the assertion that the British 
Government “substituted” the Jewish Agency for the Zionist Organi- 
zation in the proposal of the Royal Commission. It seems not un- 
likely, however, that such was the case and we are seeking confirma- 
tion on the point from the Embassy at London.*t If the report is con- 
firmed it will be of some importance to us for it will affect the domestic 
Jewish situation. Thus, if the British Government acknowledges 
that it should negotiate with the Jewish Agency rather than with 
the Zionist Organization, the latter group in the United States will 
be unable to assert that its views are representative of American Jewry 
so far as the Palestine situation is concerned. The representatives of 
the non-Zionists in this country would therefore be in a position to 
insist that we give consideration to their views as well as to those of 
the Zionist Organization. : 

At the present time the great majority of the Zionists favor partition 
and the establishment of a Jewish State. A minority is opposed to 
partition at this time, not because they object to a Jewish State per se, 
but because they want all of Palestine to be included in such a State. 
They would hope eventually to achieve that end by continuing the 
present Mandate until the Jews were a majority of the population. 
The non-Zionists in this country, on the other hand, are opposed to 
the very idea of a Jewish State, implying as it does Jewish nationality. 
Louis Lipsky appears to be the leader of the first group, Rabbi Wise 
of the second, and Mr. Warburg of the third. 

In view of this clear division of opinion among the representatives 
of American Jewry it seems to me that we are in a strong position 
to request that they come to some agreement among themselves before 
they approach us with a view to our taking any particular line of 
action. In other words we seem to be in good position to ask Rabbi 
Wise to produce some proof that he speaks on behalf of all of Ameri- 
can Jewry before we comply with any specific requests that he may 
make. 

Watuace Murray 

“For Embassy report on this matter, see despatch No. 3532, November 4, p. 918.
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867N.01/915a : Telegram 

The Secretary of State to the Consul General at Jerusalem 
(Wadsworth) 

WasHIneTon, October 2, 1937—2 p. m. 

The Department would appreciate your comments on press reports 
emanating from Jerusalem regarding the imposition of a strict cen- 
sorship in Palestine by the British authorities, the removal of the 
Grand Mufti as head of the Supreme Moslem Council, and action 
looking to his deportation along with other Arab leaders who are 
reported as having already been arrested and removed to the British 
cruiser Sussex in Haifa harbor. 

The Department would be pleased also to receive from you a gen- 
eral estimate of the present state of public order in Palestine to be 
followed by reports by telegraph as circumstances warrant so long 
as the situation may remain in a state of uncertainty. 

Hou 

867N.01/915 : Telegram 

The Consul General at Jerusalem (Wadsworth) to the Secretary 
of State 

JERUSALEM, October 2, 1937—3 p. m. 
[ Received October 2—11: 40 a. m.] 

While Arab reaction to drastic action taken by Palestine Govern- 
ment consequent to Arab terrorist assassination of British District 
Commissioner Galilee District is recognizedly one of bitter resent- 
ment, I am assured by highest British officials no general disorder 
is anticipated. Other well informed observers concur. Some appre- 
hension is however felt that terrorist activities directed primarily 
against British officials will continue. 

British circles view repressive measures as only logical action. 
Jews naturally express high satisfaction. 

Attorney General explains non arrest of Mufti still in Haram area 
as prompted by apprehension reaction in Moslem world. It is also 
hoped that having clipped his wings by cutting off most important 
source propaganda funds he will be forced to retreat from present 
uncompromising attitude. 

WADSWORTH
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867N.01/916 : Telegram 

The Consul General at Jerusalem (Wadsworth) to the Secretary 
of State 

JERUSALEM, October 4, 1937—9 a.m. 
[Received 9: 25 a. m.] 

My October 27 [2], 3 p. m., crossed Department’s October 2, 2 p. m., 
and I believe answered query except as regards censorship which pro- 
hibits telephone calls and censors telegrams to neighboring countries 

but not to Europe or America. 
Local press may publish news but not comment, this being 

designed to prevent incitement Arab public and inter-racial strife 
which it is feared would be precipitated were Jewish press further 
to embitter Arab feeling by exulting over soz-disant victory. 

Conversations yesterday with Chief Justice, Solicitor General, 
Staff Intelligence Officer and others convince me current measures 
are not simply punitive action consequent upon assassination District 
Commissioner but rather initial moves in new policy of firmness and 
repression vis-a-vis Arabs, adopted in full accord with home Govern- 

ment to replace last 18 months conciliation policy. 
Battalion Black Watch arrived Saturday to replace Sussex which 

will remain pending developments. General officer commanding has 
informed Merton troops now eight battalions are adequate to control 

situation which remains substantially as described. 
WabDsworTH 

867N.01/922 : Telegram 

The Consul General at Jerusalem (Wadsworth) to the Secretary 
of State 

JERUSALEM, October 9, 1937—9 a. m. 
[Received October 9—8: 45 a. m.] 

Since sending my October 4, 9 a. m., conversations with officials and 
others give me no reason substantially to reverse estimate of situation. — 
Acting High Commissioner considers matters well in hand and assures 
me his rural reports occasion no immediate concern as to public 
security. 

While Arab undercurrents, primarily among Mufti adherents, are 
reported still characterized by resentment at extensive preventive 
arrests, deportation leaders and humiliation Mufti, lightening of press 
censorship and ensuing generally restrained editorial comment have 

eased tension. 
In the circumstances if the Department perceives no objection I 

shall fly Alexandria Wednesday to meet my wife and return following 
Monday. 

WapsworTH
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867N.01/929 : Telegram _ Foote 

.. The Consul at Jerusalem (Scott) to the Secretary of State . 

| JERUSALEM, October 16, 1937—3 p. m. 
| 7 | [Received 12 p. m.] 

_ Arab terrorists in concerted action during the night October 
14th attacked two Jewish buses, ambushed police cars, derailed and 
attacked passenger train and fired upon Jewish settlements in various 
parts of the country. Reported casualties 4 Arabs and 2 British 
constables killed, 12 Jews slightly injured. Further terrorist activi- 
ties during the night October 15th included burning temporary build- 
ings Lydda airport. Many arrests made, curfew established in Jeru- 
salem and Government otherwise active in keeping situation under 
controh =. | 

Scorr 

867N.01/941 : Telegram 7 

The Chargéin the United Kingdom (Johnson) to the Secretary 
: of State 

Oo Lonpon, October 21, 1937—6 p. m. 
, [Received October 21—1: 55 p. m.] 

_ 6°). The following statement was made in the House of Commons 
this afternoon by the Secretary of State for Colonies. 

“In the light of the resolutions passed by the Council and the As- 
sembly * of the League of Nations last month His Majesty’s Govern- 
ment now regard themselves free to undertake the investigations re- 
quired for the purpose of working out a scheme of tripartite partition 
in Palestine on the general lines recommended in part 3 of the report 
of the Royal Commission. It is accordingly proposed to appoint in 
due course a further special body to submit proposals, after local 
inquiry in Palestine, for a detailed scheme of tripartite partition. The 
Council and Assembly of the League will be invited to approve such 
a scheme .. .* I am sure the House will agree that the immediate 
and primary duty of His Majesty’s Government is to take the most 
strenuous measures to conquer terrorism, to protect the lives of British 
officers and to restore the effective authority of the British civil ad- 
ministration throughout Palestine”. 

i | J OHNSON 

‘* September 30, 1937, League of Nations, Oficial Journal, Special Supplement 
No. 169, p. 140. 

_ “Omission indicated in the original telegram.
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867N.01/943 : Telegram 

The Consul General at Jerusalem (Wadsworth) to the Secretary 
of State 

JERUSALEM, October 26, 1937—2 p. m. 
[Received October 26—10: 22 a. m.] 

Reference Consulate’s telegram of October 16, 3 p.m., Acting High 
Commissioner has confirmed to me specifically that “new policy” of 
firmness in dealing with disorder will be maintained. While recog- 
nizing probability of further sporadic attempts at assassination and 
sabotage by paid terrorists he anticipates continuation repressive 
measures with emphasis on collective fines and punishments will re- 
sult in gradual lessening of current disturbances. 

Incidents since outbreak of October 14-15 attending Mufti’s flight 
include five further reported instances of shooting at Jewish buses 
and approximately a dozen each of wire cutting, bombing or attempted 
bombing, sniping at Jewish settlements or road patrols (all without 
casualties) and attempted assassination. Toll of latter is two Jews 
killed and four wounded and apparently through acts of Jewish re- 
taliation three Arabs and one Armenian killed and three Arabs 
wounded. Success of new policy will be furthered by Arab disin- 
clination to take to the hills with approach of winter weather and 
fall ploughing and citrus picking season. 

WADSWORTH 

867N.01/963 

The Ambassador in the United Kingdom (Bingham) to the Secretary 
of State 

No. 35382 Lonpvon, November 4, 1937. 
[Received November 12.] 

Sir: I have the honor to refer to the Department’s instruction No. 
1942, September 20, 1937,* directing the Embassy to investigate and 
report upon the statement made in a letter to The Z¢mes of August 18 
that the treaty which it is proposed to conclude with respect to the 
Jewish State in Palestine would be negotiated with the Jewish Agency 
rather than with the Zionist Organization. 

The question was discussed with the appropriate official who said 
that the Foreign Office had no information concerning such an an- 
nouncement. He added in this general relation that the whole ques- 
tion of the modification of the Palestine mandate now seems much 

' “Not printed.
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farther off than it did at the time the Royal Commission’s report was 
issued and that the whole situation was still so fluid and the future 
still so uncertain that “we seem no where near the point where the 
question of negotiating a treaty will arise”’. 

Respectfully yours, For the Ambassador: 
Herscuet V. JOHNSON | 

, Counselor of Embassy 

867N.55/109 

The Consul General at Jerusalem (Wadsworth) to the Secretary 
of State 

[Extract] 

No. 344 JERUSALEM, November 10, 1987. 

[Received December 10.] 

Sm: I have the honor to supplement herewith the brief news items 
reported in Section IV-1 of my Press Review of October 30, 1937,“ 
regarding local reaction to the Draft Immigration (Amendment) 
Ordinance published in the official Palestine Gazette of October 21, 
1937, and designed to effect certain modifications of the Palestine 
Immigration Ordinance of August 31, 1933.47 The provisions of this 
original, or so-called principal, ordinance were analysed at length 
in the Consulate General’s voluntary report of May 5, 1937, entitled 
“History of Post-War Jewish Immigration into Palestine.” “ 

The new draft ordinance contains only two provisions warranting 
special attention, the remainder being of relatively unimportant 
regulatory and routine nature. 

Narrower Definition of Dependent. 

First, and less important, is the much narrower definition of “de- 
pendent” for immigration purposes. The new draft ordinance limits 
this term to include only wives, children and fatherless grandchildren 
under 18, and, under certain prescribed circumstances, other relatives 
who may be found on investigation to be wholly dependent on an 
immigrant or permanent resident. 

The Jewish Agency, I am confidentially informed by Dr. Maurice 
Hexter, American non-Zionist member of the Agency Executive, is 
dissatisfied with this definition, considering the deviation from the 
former broad principle is unwarranted. However, while protesting 
such deviation as a matter of principle, the Agency Executive, Dr. 
Hexter explained, accepts the narrower definition as a matter of prac- 

“Not printed. 
“Robert Harry Drayton, The Laws of Palestine in Force the 31st. Day of 

December, 1938, rev. ed. (London, 1934), vol. 11, p. 745.
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tice and is limiting its present action to urging on the Government 
a proposal to the effect that the draft definition be enlarged to embrace 
parents over 55 years of age. In this respect, it is interesting to note 
that the Royal Commission in Paragraph 84 of its Report recom- 
mended a definition in substantial accord with that of the draft 
ordinance, although they suggested on Page 295 that “it would seem 
to be not unfair to define dependent immigrants in the case of an 
immigrant head of a family as wife, children under the age of 18, and 
old parents, in whose case some such minimum age as 55 might well be 
fixed”. It would seem not unlikely that favorable consideration will 
be given the proposal of the Jewish Agency in this respect. 

Temporary Abandonment of Absorptive Capacity Principle. 

The part of the draft ordinance which impels attention by its politi- 
cal implications and because of its strongly unfavorable reception 
in Zionist circles is the following proposed amendment to Section 5 of 
the Principal Ordinance: 
-5. The Principal Ordinance is hereby amended by the insertion 
immediately after Section 5 of the following new section :— 

5A. The High Commissioner may, in his unfettered discretion, by 
Order in the Gazette, exercise all or any of the following powers, that 
is to say, he may— 

(1) prescribe the maximum aggregate number of foreigners 
_ to be admitted to Palestine as immigrants during any specified 
period ; 

(2) prescribe categories of immigrants and fix the maximum 
number of persons to be so admitted in respect of any category; 

(3) prescribe what proportion of 

(a) the maximum aggregate number of immigrants, 
(6) the maximum number of immigrants in any category, 

may be persons of Jewish race. 

Provided that if any question shall arise as to whether a person 1s 
or is not of Jewish race it shall be referred to the Director whose deci- 
sion shall be final. 

The purpose of this new section, as explained by the Attorney- 

General in an accompanying statement, is to give effect to the policy 
of His Majesty’s Government declared in Official Communique No. 
11/37 dated July 7, 1937, the relevant passage being: 

Further, since the period of the current Labour Schedule expires 
at the end of July, and some provision must be made for the ensuing 
period, they propose that a total Jewish immigration in all Categories 
of 8,000 persons shall be permitted for the eight months’ period from 
August, 1937, to March, 1938, provided that the economic absorptive 
capacity of the country is not exceeded.
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This statement of policy, it may be noted, is generally accepted as 
having been based on a recommendation of the Palestine Royal Com- 
mission which, when considering “palliatives” to be adopted in the 
event that its major recommendation for partition should be rejected, 
advised (page 306 of Report) : 

... that there should now be a definite limit to the annual volume 
of Jewish immigration. We recommend that Your Majesty’s Gov- 
ernment should lay down a “political high level” of Jewish immigra- 
tion to cover Jewish immigration of all categories. This high level 
should be fixed for the next five years at 12,000 per annum, and in no 
circumstances during that period should more than that number be 
allowed into the country in any one year. The political maximum 
having been fixed, the High Commissioner should receive instructions 
to the effect that he may use his discretion to admit immigrants up to 
the maximum figure, but subject always to the economic absorptive 
capacity of the country. 

Two questions here suggest themselves. Will the action proposed 
in the new draft ordinance constitute a departure from the principle 
of absorptive capacity; and, if so, is it intended that such departure 
be permanent ? : 

In considering the first question it may be well to review briefly 
the history of the principle of absorptive capacity. This principle, 
that is, that immigration into Palestine should not be of such volume 
as to exceed the economic capacity of the country to absorb new 
arrivals, was first stated in the well-known Churchill Memorandum 
of 1922, i. e., a year prior to the entry into force of the Palestine 
Mandate. It was not, however, stated in the Mandate itself. The 
principle was immediately put into effect by the Palestine Adminis- 
tration and has since been repeatedly affirmed by both the Administra- 
tion and the Mandatory (i. e., British) Government, as being the 
recognized basis of its immigration policy. It was specifically re- 
affirmed by the Council of the League of Nations in 1930." 

In this latter connection, it is interesting to note that, when re- 
ferring to the above-mentioned decision of the Mandatory Power to 
reduce immigration for the eight months beginning August 1, 1937, 
to an arbitrary figure of 8,000, the Permanent Mandates Commission 
commented (see Page 233 of Minutes of the 82nd Extraordinary Ses- 
sion, August 1937) as follows: 

The Commission does not question that the Mandatory Power, re- 
sponsible as it is for the maintenance of order in the territory, may on 
occasion find it advisable to take such a step and is competent to do so, 

“ British Cmd. 1700: Palestine, Correspondence With the Palestine Arab Dele- 
gation and the Zionist Organisation, June 1922, p. 17. 

“In its resolution of September 8, 1980, approving the recommendations and 
conclusions of the Permanent Mandates Commission ; League of Nations, Official 
Journal, November 1930, p. 1294.
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as an exceptional and provisional measure; it feels, however, bound 

to draw attention to this departure from the principle, sanctioned by 

the League Council, that immigration is to be proportionate to the 

country’s economic absorptive capacity. 

Further indicative of the League’s attitude is the following from 

page 112 of the same minutes: 

The Chairman also disclaimed any intention of opening a lengthy 
discussion on the point; he recalled, however, that in 1930 the Council, 

on the advice of the Mandates Commission, had accepted the principle 

put forward by the Mandatory Power itself—namely, that J ewish 

immigration should be authorized to the extent allowed by the coun- 
try’s capacity of economic absorption. 

If the accepted criterion were replaced by that of political possi- 

bilities, the result would be to modify the interpretation given up to 
the present to the Mandatory Power’s obligation to encourage by 
means of immigration the creation of the Jewish National Home. 

Further, the Chairman of the Mandates Commission, speaking at 

the meeting of the League Council held last September, said when re- 

ferring to the decision of the Mandatory to reduce immigration: 

_. . the Commission felt it to be its duty to draw attention to the 
decision, temporary as we hope, taken by the Mandatory Power, and 
think it is clear that such a decision cannot become final unless it is 
sanctioned by a new decision to be taken by the Council reversing the 
decision already taken in 1930.” 

Mr. Eden, the British Foreign Secretary, in a speech before the 
same meeting of the League Council, commented on September 14 as 

follows: 

The Permanent Mandates Commission have drawn attention to the 
reduction of Jewish immigration to a total of 8,000 persons in the next 
eight months. That, as the Commission recognized, is a purely tem- 
porary measure designed to meet temporary and_ exceptional con- 
ditions. If, as they say, it is a departure from a principle sanctioned 
by the Council on a former occasion, my colleagues will, I am sure, 
appreciate the special circumstances in which this decision has been 
taken. What is to happen when the period of eight months is over, 
that is to say, after the 31st of March, 1938, must necessarily depend 
upon the progress made in the meanwhile with the partition scheme.” 

There can be no doubt, therefore, that there has been an abrupt 
departure, temporary though it may be, from the principle of absorp- 
tive capacity. 

This brings us to the second and more important question as to 
whether this departure is designedly only temporary in character. 
This has now become the crux of the question, since Zionism, acting 

through the Jewish Agency, has had, perforce, to accept the current 

© League of Nations, Oficial Journal, December 1937, p. 899. 
 Toid., p. 902.
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application of the new restrictive policy. In so doing, however, Dr. 
Hexter explains, the Agency Executive has expressed surprise that 
the draft ordinance appears practically to permit the giving of perma- 
nent effect to this policy. In this connection stress is laid on the as- 
surances given in Mr. Eden’s statement (quoted above) that the meas- 
ure was “purely temporary” and “designed to meet temporary and 
exceptional conditions”. The Agency Executive has, therefore, offi- 
cially recommended that the proposed revision of Section 5 be 
amended. by adding a proviso that it shall expire on March 31, 1988— 
this in spite of the above-cited concluding sentence of Mr. Eden’s com- 
ment to the effect that future policy must depend upon progress made 
towards adoption of the partition scheme. | 

A later statement in the matter is reported by press telegrams to 
have been made by the British Colonial Secretary, Mr. Ormsby-Gore, 
in reply to a question in the House of Commons on November 3, 
1937.2 He is recorded as having admitted that the draft ordinance 
under consideration involves a departure from the principle of absorp- 
tive capacity, while reiterating at the same time Mr. Eden’s statement 
that its measures are of a temporary nature. 

In concluding this discussion of the new draft ordinance, I venture 
to express concurrence in a view frequently heard in informal discus- 
sion in British official circles to the effect that the problem of adminis- 
tering this country will be so affected during the next year or so by 
primary considerations of a political nature as to require the mainte- 
nance in force of the current restriction of Jewish immigration to a 
maximum of not to exceed 12,000 a year. 

Respectfully yours, GrEorcE WADSWORTH 

867N.55/110 

The Consul General at Jerusalem (Wadsworth) to the Secretary 
of State 

No. 353 JERUSALEM, November 17, 1937. 
[Received December 28. | 

Sir: I have the honor to refer to my despatch No. 344 of November 
10, 1937, discussing the political implications of proposed changes in 
the Palestine Immigration Ordinance and reviewing local reaction 
thereto. | | 

= United Kingdom, Parliamentary Debates, House of Commons, 1937-88, vol. 
828, p. 900. | — oe
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There is attached a copy of this amendment ordinance as finally 

enacted on November 11, 1937. 
Two changes of importance were made in the original draft ordi- 

nance. First, Section 5A was amended to eliminate the provision 
giving the High Commissioner authority to determine what propor- 
tion of foreigners admitted may be of the Jewish race and to omit 
the proviso giving the Director of Migration authority to decide 

whether or not a person is of the Jewish race. This change is of 

little practical importance, since Section 5A still vests in the High 

Commissioner the right to fix the number of foreigners to be admitted 

and to regulate the numbers within the various categories. It is, 

however, of political significance, marking a concession to Jewish 

opinion, which had bitterly decried the use of the term “persons of 

the Jewish race” as introducing race discrimination into Palestine 

legislation for the first time. 
The second change is the insertion in Section 5A of a proviso that 

the section will “expire on March 31, 1938, or at such later date as the 
High Commissioner in Council with the approval of the Secretary of 

State by notice in the Gazette may appoint”. This is a partial con- 

cession to the Jewish Agency, which had petitioned the Government 

to amend Section 5A to provide for its definite termination on March 

31, 1938, since, as explained in my previous despatch on the subject, 

that agency fears the permanent abandonment of the absorptive ca- 

pacity principle in favor of the new political high level policy. 

On two points the final ordinance failed to accede to pressure from 

the Jewish press and the Jewish Agency. First, the definition of 

“dependent” was not altered to include aged parents of immigrants 

or permanent residents. Second, the term “foreigners” as applied to 

prospective Jewish immigrants was not stricken from Section 5A. 

By virtue of the powers vested in the High Commissioner by the 

new Section 5A, regulations were immediately put into effect carrying 

out the newly-adopted policy of restriction of immigration. This 

order, adopted on November 9, 1937,°* provides as follows: 

(1) The maximum aggregate number of foreigners to be admitted 

to Palestine as immigrants during the period between the 1st August, 
1937, and the 31st March, 1938, shall be 9,600. 

(2) The categories of immigrants to be admitted under this Order, 
and the maximum number of persons to be so admitted shall be as 

follows :— 

5 Not reprinted. . 
% The regulations were adopted on November 9, 1937, although the law itself 

is dated November 11, 1937.



920. FOREIGN RELATIONS, 1937, VOLUME II 

Category as defined in Rule 4 (1) Marimum number 
of the Immigration Rules of immigrants 

A(1) persons in possession of and who freely dispose 
: of capital of £P.1,000 900 — 

A(4) persons with secured income of not less than £P.4 
per month, exclusive of earned income 50 

B(1) orphans less than 16 years old whose maintenance 
in or by a public institution in Palestine is as- 
sured until they become self supporting 10 

B(2) persons of religious occupation whose mainte- 
nance is assured 250 

B(8) students whose admission into an educational 
institution in Palestine and whose maintenance 
are assured until such time as they are able to 
support themselves 1440 

C persons who have definite prospects of employ- 
ment in Palestine 2380 

D ~~ dependents of permanent residents, of immi- 
grants who belong to the capitalistic category, of 
persons in the religious category, and of persons 
who have definite prospects of employment 4570 

Total of all Categories 9600 

It is supposed that the Government will adhere to its policy ex- 
pressed by the British Government in Official Communiqué No. 11/37 
dated July 7, 1937, which proposed that Jewish immigration into 
Palestine be limited to a total of 8,000 for the eight month period from 
August 1, 1937, to March 31, 1938. It would appear, therefore, that 
the maximum quota for this period will be 8,000 Jews and 1,600 
non-Jews. 

The Palestine Government approved on November 9, 1937, a Labor 
Immigration Schedule of 1780 certificates for the six month period 
from October 1, 1987, to March 31, 1938, of which 1500 will be de- 
livered to the Jewish Agency for distribution and 280 retained by 
the Department of Migration. It is understood that these 1780 cer- 
tificates for the six month period are included in the 2380 approved 
for immigration under Category C for the eight month period and 
are not in addition to the total of 9600. 

The Government announced in Official Communiqué No. 19/87 of 
November 10, 1937, that with the approval of this labor schedule the 
Jewish quota has been filled and no new applications for immigration 
will be accepted until January 1938. The Department of Migration 
will decide whether applications already received but not acted upon 
can be approved within the maximum quota or must be held over until 
after April 1, 1938. 

Respectfully yours, GrorGE WADSWwoRTH



_ PALESTINE 921 

867N.01/982 a 

Memorandum by the Chief of the Division of Near Eastern Affairs 
(Murray) | 7 

| [Wasuineton,] December 2, 1937. 

The British Ambassador called on me by appointment yesterday to 
discuss the Palestine situation. _ 

Sir Ronald stated that he was able to obtain anything but a clear 
impression in the American press as to the present attitude of Ameri- 
can Jewry regarding the proposed partition of Palestine, and said 
he would appreciate any information that the Department was in a 
position to furnish him. | | 

In reply I recalled the meeting of the World Zionists Organization 
at Zurich last summer when the American delegation, despite the vig- 
orous opposition of its. leader, Rabbi Wise, had joined with the ma- 
jority of the World Organization in approving negotiations with the 
British Government on the basis of the partition proposal. Since 
Rabbi Wise had in the past been the most active spokesman in this 
country on the questions relating to Palestine it seemed only natural 
that his activities should be somewhat hampered by the outcome of 
the Zurich conference. 

I also reminded the Ambassador of the position taken by Mr. Felix 
Warburg, speaking for the non-Zionist members of the Jewish Agency 
which convened in Zurich shortly after the Zionist congress. Mr. 
Warburg at that time made an urgent plea against the termination 
of the mandate and the establishment of a Jewish state, but, for rea- 
sons entirely different from those put forth by Rabbi Wise. The 
Rabbi does not want a restricted Jewish state established such as was 
proposed by the Royal Commission. Mr. Warburg and other dis- 
tinguished American non-Zionists, members of the American Jewish 
Committee, are opposed in principle to the establishment of a Jewish 
state and separate Jewish nationality on the grounds that such action 
would seriously prejudice the position of Jews the world over and 
lead almost inevitably to widespread anti-Semitism. 

There was, I said, on the other hand, undoubtedly a considerable 
portion of American Jewry which, while deploring the necessity for 
abandoning the present mandate, nevertheless accepted the parti- 
tion proposal as a basis for negotiation in the hope that much more 
favorable terms for the establishment of the new Jewish state would 
result from such negotiations with the British Government. 

In conclusion I reminded the Ambassador that American Jewry 
in general, regardless of undoubted disagreements as to policy, is 
united in a feeling of profound concern over the present plight of 
Jews in various European states and, whether Zionist or non-Zionist 

982609—54——_59
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in conviction, American Jews had shown themselves prepared to con- 
tribute generously toward the amelioration of the situation in which 
their European co-religionists find themselves and to endeavor by 
every practicable means to provide a refuge for their co-religionists 
whether it be in a Jewish national home or in a Jewish state. In this 
connection I recounted the views of the New Zionist Organization— 
the former Revisionists and radical wing of the World Zionists Or- 

- ganization—who regard the present plight of the Jews in Central 
Europe as a grave menace to peace and the establishment of a strong 
Jewish state embracing all of present Palestine and Transjordan as 
in the interest of not only Great Britain herself but of all countries 
of the world concerned in the preservation of peace. 

Sir Ronald thanked me for this information and added that, as far 

as he was able to gather, progress in London with respect to the par- 
tition proposal seems to have slowed down and to be attended with 
some confusion. 

WaALLACce Murray
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CONFIRMATION BY THE FRENCH HIGH COMMISSION OF THE CON- 

TINUED APPLICATION OF THE KNABENSHUE-GOURAUD AGREE- 

MENT REGARDING PROTECTION BY THE UNITED STATES OF NAT- 
URALIZED AMERICANS OF SYRIAN OR LEBANESE ORIGIN * 

390D.11/49 : 

Mr. George A. Ferris to the Secretary of State 

New York, September 9, 1937. 
[Received September 10. ] 

Dear Mr. Secretary: I am addressing this communication to you 
at the instance of several Arabic newspapers published in this Country 
and a number of societies, including the Lebanese League of Progress, 
which organizations are composed of American citizens of Lebanese 
and Syrian origin. | . 

The problem discussed hereinafter is of vital importance to Ameri- 
can citizens of Syrian and Lebanese origin, as well as their descend- 
ents who are native born Americans, and I respectfully request that 
you give this matter the attention that it deserves in order that these 
American citizens who number perhaps in excess of 300,000, exclu- 
sive of their native born children, should know how to proceed in 
order to protect, first, their status as American citizens, secondly, 
their rights as such, when and if they visit their native lands and, 
thirdly, their property rights in Lebanon and Syria. 

According to the reliable information received by me and by those 
whom I represent, Article 34 of the Treaty of Lausanne? provides 
substantially as follows: 

“Turkish subjects over 18 years of age, originating from a territory 
separated from Turkey by virtue of the present treaty, and who, at 
the time of the enforcement of this treaty, are residents of foreign 
lands, have the privilege of voting for the nationality in force in their 
native territory, if they are united through their race, to the majority 
of the population of this territory, and if their option is accepted by 
the government of said territory, this privilege of option must be ful- 
filled within a period of two years from the date of the enforcement 
of this treaty.” 

* Agreement by exchange of notes between the American Consul at Beirut, 
Knabenshue, and the French High Commissioner, Gouraud, in 1921; see Hack- 
worth, Digest of International Law, vol. 111, pp. 194-196. 
Treaty of Peace signed at Lausanne, July 24, 1923; for text, see League of 

Nations Treaty Series, vol. xxvi1, p. 11. 
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This Treaty went into effect on or about the 30th day of August, 
1924 and hence, the period of limitation provided for therein expired 
on the 30th day of August, 1926. 

It seems further that by an agreement made in the form of an 
exchange of letters between the French and the Turkish governments 
dated May 29th, 1937.5 the following was agreed upon: 

. “Persons originating from Syria or Lebanon who were residing in 
a foreign country at the date of August 30, 1924, but who neglected 
to vote within the specified period stipulated in Article 34 of the Treaty 
of Lausanne, are authorized to cast their vote within one year from 
the date on which this agreement was made.” HS 

I am advised that a notice has been sent by the. French Consulate 
General in the City of New York calling attention to the fact that 
all persons who have not acquired Syrian or Lebanese nationality 
at the time of the issuance of said notice, including such persons who 
made a declaration option after August 30th, 1926, or simply had 
their civil status registered with a French Consulate, or with the 
civil authorities of their place of birth through the intermediary of 
relatives residing in Syria or Lebanon, they may now do so by 
executing a letter in triplicate signed and dated May 29, 1938,—said 
letter to contain the necessary information as regards their name, 
first name, date and place of birth, the name and first names, date 
and place of birth of their parents and signifying their choice of 
nationality. | | | 

The said notice states in conclusion that failing to comply with this 
procedure before May 29, 1938, Turkish citizens of Syrian or Lebanese 
origin will be definitely considered as Turks. Said notice further 
provides that persons who have acquired the nationality of the country 
of their residence must, in order to obtain recognition in Syria or 
Lebanon as such nationals, produce the Firman enforced by the 
Ottoman Law of 1869,‘ granting the authorization to renounce the 
Ottoman nationality, or in the event their naturalization was obtained 
subsequent to the occupation of their country by the Allies, the authori- 
zation for acquisition of a foreign nationality which should have 
been issued to them by the Allies or the French authorities; and, 
failing to produce either one of these documents, the naturalized 
emigrant who would have occasion to institute or to be the object of 
an action trial or lawsuit in his native land or who would temporarily 
or definitely return to his native country, will be considered as a 
Turkish subject in conformity with the Treaty of Lausanne, as well 
as the Franco-Turkish agreement of May 29th, 1937. 
_ Iam enclosing herewith the form > issued by the French Consulate 

_ * See despatch No. 278, September 13, from the Consul General at Beirut, infra. 
* Ottoman Nationality Law of January 19, 1869; for French text, see British 

and Foreign State Papers, vol. LXvIl, p. 1251. a 
° Not printed.
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General headed: “Application for acquisition of Syrian or Lebanese 
nationality.” An examination of this form demonstrates beyond 
doubt that any American citizen who executes this document would, 
in point of fact, be renouncing his American citizenship. 

It is evident therefore that American citizens, of either Syrian or 
Lebanese origin, are faced with one of two alternatives, either to 
renounce their American citizenship; or to be treated as Turkish sub- 
Jects with all the consequent disadvantages thereof. In the latter 
ease for instance, I am reliably informed, that under the Turkish law 
no person of a nationality or citizenship other than Turkish can inherit 
from a Turkish subject. Assume that a naturalized American citizen 
who had obtained his naturalization without the Firman required by 
the Sublime Porte prior to the occupation of the territory in the 

World War and who did not elect his nationality, pursuant to the 
notice above referred to, should die in the United States owning real 

estate and personal property in Syria or Lebanon, he would be deemed 
a Turkish subject and any descendents born in the United States, 
hence native Americans, would not be entitled to inherit such property. 

Many other disabilities of a similar nature would also ensue. 

This matter has caused considerable agitation amongst the people 
affected thereby, as it seems clear that they are impaled on either 
horn of the dilemma, that is to say, that they must renounce their 
American citizenship or in the alternative, be deemed Turkish subjects. 

It would seem that the only way in which this dubious situation may 
be cleared up is, by the Department of State taking up for negotia- 
tion, a Treaty between the Turkish, French and our Government, 
having for its object the recognition as American citizens of all per- 
sons of Lebanese and Syrian origin who have become naturalized 
American citizens without the necessity of making any declaration, 
such as is referred to hereinabove. | . 

The interests of the persons affected are vital and their number are 
sufficient to justify our Government in taking whatever steps may be 
necessary to preserve their citizenship status. 

I am requested to advise you, Honorable Sir, that this is a burning 
question with the several hundred thousand American citizens of 
Lebanese and Syrian origin and that they are prepared to support 

any move that might be deemed advisable to clear up their status, 
either through the medium of petitions, publicity or in any other man- 
ner that our Government may indicate. 

It is respectfully requested that this serious matter be given the 
earliest consideration and the writer, together with the Arabic press 
and many representative societies stand ready to do all in our power 
to assist in the premises. 

An early reply will be appreciated. 
Respectfully yours, Grorce A. Frrris
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890D.11/50 

The Consul General at Beirut (Marriner) to the Secretary of State 

No. 278 BErrut, September 13, 1937. 
[Received October 15.] 

Sir: I have the honor to enclose copies, with translations,® of letters 
exchanged, under date of May 29, 1937, between the French Ambas- 
sador in Turkey and the Turkish Minister of Foreign Affairs, con- 
stituting a revised agreement with regard to option of nationality by 
natives of detached portions of the former Ottoman Empire. 

While this revision was arranged in connection with the negotia- 
tions for the liquidation of properties of Syrian and Lebanese citizens 
in Turkey and of Turkish citizens in the Mandated Territory, the 
provision of chief interest to Syria and the Lebanon appears to be 
that which extends for one year, dating from May 29, 1937, the period 
during which natives of the States under French Mandate, who have 
previously neglected to do so under the terms of the Treaty of 
Lausanne, may opt for Syrian or Lebanese citizenship. 

The Lebanese Government in particular is planning a widespread 
appeal to natives of this country to take advantage of this opportunity 
to acquire the citizenship of their country of origin. Arrangements 
have been made to give the widest possible publicity through French 
Consulates, especially in the Americas; an appeal to Lebanese citizens 
abroad by the President of the Republic has been prepared in English 
and in Spanish for publication in the United States and Latin 
America; and the suggestion has been made that a commission be 
sent to tour these countries for the purpose of establishing contact 
with Lebanese emigrants. 

The Lebanese Minister of Foreign Affairs. has stated, both publicly 
and in personal conversation with me, that the right of option for 
Lebanese citizenship is to be extended not only to those whose status 
is uncertain due to their failure to exercise option, but also to persons 
who may have acquired foreign citizenship. I learn from an official 
of the French High Commission that the Quai d’Orsay has advised 
more discretion regarding this phase of the matter, and that it will 
be given no publicity by French Consulates abroad, as Governments 
to which the persons concerned now owe allegiance might object to 
such political proselyting. However, individual inquirers will be 
informed that their option for Syrian or Lebanese citizenship will 
be accepted, even though they may have acquired foreign citizenship 
without the consent of the Government of their former allegiance. 

I am informed that the procedure to be adopted in connection with 
the exercise of option for Syrian or Lebanese citizenship will consist 

*Not printed.
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of an application in writing to be signed by the person concerned; 
that this application will be submitted to the competent authorities 
of the local governments for approval; and that the act of approval 
will invest the applicant with Lebanese or Syrian citizenship. Thus, 
although no oath of allegiance will be required, the act of option, and 
the decision accepting such option, may be considered as tantamount 
to naturalization. 
Under these circumstances, I presume that the American Govern- 

ment will not be inclined to interpose objection to these endeavors 
to persuade persons who have acquired American citizenship to exer- 
cise their right to acquire other nationality. Therefore I do not plan, 
in the absence of instructions to the contrary, to discuss with the 
local authorities this policy in so far as it concerns American citizens 
of Syrian and Lebanese origin. 

However, in view of the fact that many naturalized American 
citizens in this country, especially those resting under an unrebutted 
presumption of expatriation, may find it desirable to take advantage 
of this opportunity legally to acquire Syrian or Lebanese citizenship, 

I am addressing to the French High Commission a request, of which I 
enclose a copy,’ that the Syrian and Lebanese Governments advise 
the Consulate General of the names and the dates of admission to 
Syrian or Lebanese nationality, of any persons who, having previously 
acquired citizenship of the United States, avail themselves of their 
privilege of opting for citizenship of their country of origin under 
the accord of May 29, 19387. 

Respectfully yours, THEODORE MarriInreR 

890D.11/54 

The Consul General at Beirut (Marriner) to the Secretary of State 

No. 288 Betrut, September 22, 1937. 
[ Received October 30. ] 

Sir: I have the honor to refer to my despatch No. 278 of September 
13, 1937, reporting the extension of the period during which natives 
of Syria and the Lebanon might opt for Syrian or Lebanese citizen- 
ship under Article 34 of the Treaty of Lausanne. In that despatch I 
enclosed a copy of a note’ addressed to the French High Commission, 
requesting that the Consulate General be notified of any instances in 
which natives of the Territory under French Mandate, who have 
acquired American citizenship, might avail themselves of the extended 
privilege of option for Syrian or Lebanese nationality. 

‘Not printed.



928 FOREIGN RELATIONS, 1937, VOLUME II 

I now have the honor to enclose a copy, with translation, of the High 

Commission’s note dated September 21, 1937, promising compliance 

with the request that reports will be sent to the Consulate General of 

all cases of options made by persons having claim to American 

citizenship. 

Respectfully yours, THEODORE MArRINER 

890D.11/49 

The Secretary of State to Mr. George A. Ferris 

WasHineron, September 27, 1937. 

Sm: The Department has received your letter of September 9, 
1937, concerning an exchange of notes of May 29, 1937, between France 

and Turkey with regard to the nationality of certain persons who 
emigrated from Syria or the Lebanon. 

In the absence of a copy of the agreement in question the American 

Consul General at Beirut, Syria, is being requested to endeavor to 

furnish the Department with a copy of the text and also to report any 

further information available on the subject. Upon receipt of the 

report from the Consul General the Department will communicate 
with you again. 

In this connection your attention is called to the notes ® exchanged 

between this Government and the French High Commissioner for 

Syria and the Lebanon, dated November 15 and December 2, 1921, 

and subsequent notes, in which the right of the American Government 

to protect naturalized American citizens of Syrian origin while resid- 
ing temporarily in the mandated territory, who under American law 

are entitled to such protection, 1s recognized. 

With regard to the effect of the exchange of notes of May 29, 1937, 
on the question of inheritance you are informed that inheritance and 

property rights in Syria and the Lebanon are governed by local law. 

it is the Department’s understanding that the laws now in force in 

that territory permit foreigners to inherit real and personal property 

there provided that the law of the country of which the foreigner is a 
national accords the same rights to the nationals of Syria and the 
Lebanon. 

Very truly yours, For the Secretary of State: 
Waxuace Murray 

*Not printed. 
*See Hackworth, Digest, vol. 11, pp. 194-196.
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890D.11/58 oo | 

Memorandum by the Assistant Chief of the Division of Near Eastern 
Affairs (Alling) 

[Wasuineron,] October 1, 19387. 
Mr. Pierre Dupont, French Vice Consul at New York, who happened 

to be on leave in Washington, called today to discuss the effect of the 
above-mentioned Agreement.?? Mr. Dupont made it clear that he was 
not authorized to speak on behalf of his Government. 

I told Mr. Dupont that this matter had been brought to our attention 
in several recent communications and that we had sought enlighten- 

ment from our Consulate General at Beirut since we appeared to have 
received no official information regarding the Franco-Turkish A gree- 
ment in question. I explained that from our point of view the right of 
our Government to protect naturalized American citizens of Syrian or 
Lebanese origin had been recognized by the so-called Gouraud-Knaben- 
shue Agreement effected by exchanges of notes dated November 15 and 
December 2, 1921, by the French High Commissioner and the American 
Consul General at Beirut. I showed Mr. Dupont the text of this 
Agreement as it appears on pages 343-345 of the publication Les Actes 
Diplomatiques, issued by the French High Commission at Beirut. 
Mr. Dupont, after reading the text, agreed that we had apparently 
been accorded the right to extend our protection to naturalized Ameri- 
cans of Syrian or Lebanese extraction. He seemed at a loss to under- 
stand the somewhat contrary instructions which the French Consulate 
(seneral in New York had received from the French Foreign Office and 
from the High Commissioner at Beirut. 

I then read to Mr. Dupont the fifth and sixth paragraphs of the letter 
addressed to the Department on September 9, 1937, by Mr. George A. 
Ferris, an attorney in New York (a copy of the letter in question was 
transmitted to the American Consulate General at Beirut under date of 
September 27, 19387"). After reading these paragraphs Mr. Dupont 
said that they correctly set forth the situation. I then asked him 
whether the application blank, a copy of which is attached to the fore- 
going letter, was an example of the forms which French consular 
officers in this country were sending to people of Syrian and Lebanese 
origin. Mr. Dupont said that the present form differed slightly from 
this example but that the differences were not material. I then asked 
him to explain the formalities involved in connection with these appli- 
cations. He said that persons desiring to fill out the blanks filled out 
three copies and were given a receipt therefor. The forms in question 
were then transmitted to the High Commission at Beirut which inves- 

” Franco-Turkish Agreement of May 29, 1937. 
* Instruction of September 27, not printed.
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tigated the statements made in the forms with respect to date and place 
of birth, etc. If the forms appeared to be in good order the High 
Commission then authorized the Consulate General to enroll the appli- 
cant as a Syrian or Lebanese national. 
~ Mr. Dupont confirmed the statement made in Mr. Ferris’ letter that 
persons of Syrian and Lebanese origin who failed to opt for Syrian or 
Lebanese nationality would be considered as Turkish subjects and that, 
since the laws of Turkey did not permit aliens to inherit real property, 
those persons of Syrian or Lebanese origin who had failed to opt for 
one of those nationalities would be unable to inherit real property in 
Syria or the Lebanon. | 

Mr. Dupont then inquired what effect the signature of such an 
application and the granting of Syrian or Lebanese nationality would 
have upon persons of Syrian or Lebanese origin who had been nat- 
uralized as American citizens. I explained to Mr. Dupont that the 
Department had not yet taken any formal decision in this matter since 
we did not yet have full information, but that the nationality expert 
in the Legal Adviser’s Office had expressed the view that the acquisi- 
tion of Syrian or Lebanese citizenship following the signature of such 
an application would result in the termination of the American citi- 
zenship of a naturalized American of Syrian or Lebanese extraction 
who returned to Syria. Mr. Dupont stated that he was very much in- 
terested in having this informal opinion and that so far as the Con- 
sulate General in New York was concerned he would advise persons 
of Lebanese or Syrian origin to seek legal advice before executing the 
applications in question. In this connection Mr. Dupont said that the 
majority of the people who had approached the Consulate General 
in this matter were actually naturalized American citizens, since those 
who had acquired such citizenship were the more intelligent among 
the Syrian and Lebanese population in this country and, being more 
intelligent, were more likely to have property in Syria or the Lebanon. 

Mr. Dupont volunteered the information that the Consulate General 
in New York had sought instructions from the High Commission at 
Beirut on certain aspects of this matter. The Consulate General, for 
example, had inquired whether it was authorized to issue visas good 
for Syria to naturalized Americans of Lebanese or Syrian origin. 
They had raised this question because it appeared from instructions 
they had received that such persons could not be regarded as American 
nationals unless they had obtained, either from the Ottoman authori- 
ties or, after 1919, from the French authorities, permission to acquire 
American nationality. The High Commission had replied that the 
Consulate General could until May 29, 1938, visa such American pass- 
ports, but that such visas would not be considered as recognizing the 
American nationality of the person concerned.
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890D.11/62 

Memorandum by the Assistant Chief of the Division of Near Eastern 
Affairs (Alling) to the Assistant to the Legal Adviser (Flournoy) 

[Wasuineton,| October 4, 1937. 

Mr. Frournor: You will recall that article 34 of the treaty signed 
at Lausanne on July 24, 1923, between the Allied Powers and Turkey 
made the following provision with respect to Ottoman nationals, 
natives of territory detached from Turkey, who habitually resided 
abroad. 

“Subject to any agreements which it may be necessary to conclude 
between the Government exercising authority in the countries detached 
from Turkey and the Governments of the countries where the persons 
concerned are resident, Turkish nationals of over eighteen years of 
age who are natives of a territory detached from Turkey under the 
present Treaty, and who on its coming into force are habitually resi- 
dent abroad, may opt for the nationality of the territory of which they 
are natives, if they belong by race to the majority of the population 
of that territory, and subject to the consent of the Government exer- 
cising authority therein. This right of option must be exercised 
within two years from the coming into force of the present Treaty.” 

Apparently few Syrian emigrants took advantage of the provisions 
of this article during the period allowed and we are informally advised 
that, with a view to giving such persons another opportunity to acquire 
Syrian nationality, the French and Turkish Governments entered into 
an agreement on May 29, 1937, extending for one year from that date 
the provisions of the above quoted article of the Treaty of Lausanne 
in so far as persons of Syrian and Lebanese origin are concerned. _ 
We are further informed that in carrying out the provisions of the 

Agreement of May 29, 1937, the French Consulate General in New 
York has circulated a statement such as is contained in the fifth and 
sixth paragraphs of the attached letter from Mr. George Ferris” 
and that application blanks, similar to that enclosed with Mr. Ferris’ 
letter, have been distributed to persons of Syrian and Lebanese 
origin. The question arises as to what effect the signature of such 
an application by a naturalized American citizen of Syrian or 
Lebanese origin, and the subsequent granting to the applicant of 
Syrian or Lebanese citizenship, would have upon the American 
nationality of the person concerned. 

It will be observed from Mr. Ferris’ letter that if persons of Syrian 
or Lebanese origin, residing habitually abroad, fail to opt for Syrian 
or Lebanese nationality prior to May 29, 1938, they will be considered 
as Turkish nationals. Many persons of Syrian or Lebanese origin 

12Dated September 9, p. 923. Paragraphs under reference, however, are the 

sixth and seventh.
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living in the United States are sorely tempted to opt for Syrian or 
Lebanese nationality in order that they may be assured of the right 
to inherit real property in Syria and the Lebanon. In this con- 
nection it is understood that foreign nationals are barred from in- 
heriting real property in Syria and the Lebanon unless the laws of 
the State of which they are nationals permit Syrian and Lebanese 
nationals to inherit such property. Since the laws of Turkey do 
not permit foreign nationals to inherit real property in that country, 
Turkish nationals are of course barred from inheriting real property 
in Syria and the Lebanon. One can understand therefore why per- 
sons of Syrian and Lebanese origin in the United States are anxious 
to avoid being placed in the position where they will be considered 
as Turkish nationals. 

In connection with this general question I attach copies of notes 
exchanged in 1921 between the French High Commissioner for Syria 
and the Lebanon and the American Consul General at Beirut, by 
which the French authorities recognized the right of the United 
States to extend protection to naturalized American citizens of Syrian 
and Lebanese origin until such time as the presumption of expatria- 
tion had arisen against such citizens. It may be added that the enjoy- 
ment of American protection is of considerable importance in Syria 
particularly in cases involving litigation before the local courts. 
Persons enjoying such protection may have their cases heard by the 
Mixed Courts, on which sit a majority of French judges, rather than 
by the native courts, which are composed solely of Syrian or Lebanese 
Judges. 
We have already had several letters on this general question and 

we have asked the American Consul General at Beirut to discuss 
the matter with the appropriate authorities. I expect that we shall 
have a considerable number of additional letters from persons of 
Syrian or Lebanese origin in the United States and that the Depart- 
ment may shortly be called upon to rule definitely as to the effect 
which the granting of Syrian or Lebanese nationality, following 
the execution of an application for such nationality, may have upon 
the American citizenship of applicants of Syrian or Lebanese origin. 

890D.11/59 

The Consul General at Betrut (Marriner) to the Secretary of State 

No. 291 Betrut, October 5, 1937. 
[Received October 30. ] 

Sir: I have the honor to refer to my despatch No. 278 of September 
13, 1937, transmitting copies of the Franco-Turkish exchange of notes 
dated May 29, 1937, which effect an extension for one year of the
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period during which former Ottoman subjects of Syrian or Lebanese 
origin may opt for Syrian or Lebanese citizenship, and to report that 
M. Naim Antaki, Syrian Under Secretary of State for Foreign Affairs, 
recently called and left, for the information of the Consulate General, 

a French translation of a notice which the Syrian Government in- 

tends to bring to the attention of persons of Syrian origin residing 
abroad. A copy of this statement, with English translation," is 

enclosed. , 
The subject matter of chief interest to the Department is that con- 

tained in the fifth section of the proclamation, which concerns itself 
specifically with American citizens of Syrian origin. As an addi- 
tional inducement to such persons to take advantage of the opportunity 
to acquire Syrian citizenship, it is pointed out that, although under 
the terms of the Gouraud-Knabenshue Agreement the American 
citizenship of persons of Syrian origin naturalized in the United 
States is recognized by the Syrian Government, there is no legal obli- 
gation upon other States to extend like recognition. The especial 
implication is that such persons, if visiting or residing in Turkey, 
would probably be considered as Turkish subjects, whereas the Turkish 
Government would be obligated, under the recent agreement, to recog- 
nize them as Syrian citizens provided they had exercised their right 
of option. 
‘Inasmuch as the Gouraud-Knabenshue Agreement is of course not 

binding on other succession States of the Ottoman Empire, the Syrians 
feel that their reasoning is legally sound; and, as stated on page 3 
of my despatch No. 278, referred to above, I presume that the Depart- 
ment will not desire to take any official notice of the matter. In fact, 
it is hardly probable that American citizens of Syrian origin will bo 
inclined to take any steps to acquire Syrian citizenship, except in 
instances where, due to prolonged residence abroad, the Department 
no longer recognizes their right to the protection of the American 
Government. 

Respectfully yours, THEopoRE MarRINER 

$90D.11/58 

The Secretary of State to the Consul General at Beirut (Marriner) 

Wasuineton, October 7, 1937. 

Sir: Reference is made to the Department’s instruction of Septem- 
ber 27, 1987,1° regarding the recent Franco-Turkish Agreement said to 
have been signed on May 29, 1937, concerning the nationality of 
Syrian and Lebanese emigrants, and there is enclosed a copy of a 
memorandum of an informal conversation between an officer of the 

® Not printed.
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Division of Near Eastern Affairs and the French Vice Consul at 
New York.* The information contained in this memorandum appears 
to confirm certain of the statements made in the letter transmitted to 
the Consulate General under cover of the above-mentioned instruc- 
tion. It seems to be clear that it is the intention of the authorities in 
Syria and the Lebanon not to recognize the American nationality of 
persons of Syrian or Lebanese extraction unless those persons can 
prove that they have obtained authorization either from the Ottoman 
authorities or subsequently from the French authorities to renounce 
their original Ottoman nationality. If such is the intention of the 
authorities in Syria and the Lebanon it would appear to be contrary 
to the assurances furnished the Consulate General at Beirut by the 
French High Commission under date of November 15, 1921. 

_ It is requested that you discuss this matter with the French High 
Commission with a view to clarifying the intention of the French au- 
thorities in this matter. | 

Very truly yours, For the Secretary of State: 
R. Watton Moore 

890D.11/69a : Telegram 

Lhe Acting Secretary of State to the Consul at Beirut (Steger) 

| WasuinoTon, November 1, 1937—5 p. m. 
_ Department’s instructions September 27 ?* and October 7. In view 
of numerous inquiries on effect of Franco-Turkish agreement on 
American citizens of Syrian and Lebanese origin please telegraph 
comments briefly and report fully by air-mail. 
. WELLES 

890D.11/70: Telegrant 

- The Consul at Beirut (Steger) to the Secretary of State 

| Brrrut, November 2, 1937—noon. 
| [Received November 2—10 a. m.] 

Department’s November 1,5 p.m. In my opinion Franco-Turkish 
Agreement of May 29 does not in any way affect the rights of Ameri- 
can citizens of Syrian origin unless they voluntarily opt for Syrian 
citizenship. Gouraud-Knabenshue Agreement appears to provide 
ample assurance. Options [Opinions?] expressed by French Vice 
Consul in New York do not agree with those expressed to me by High 
Commission officials. See despatch September 13, October 5 and 28.1" 

STEGER 

% Ante, p. 929. 
%* Not printed. 
7 Despatch of October 28 not printed.
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390D.11/71 : Telegram 

The Consul at Beirut (Steger) to the Secretary of State 

Betrrut, November 3, 1937—11 a. m. 
| [ Received November 3—10: 34 a. m.]| 

Department’s November 1,5 p.m. Discussed yesterday with High 
Commission situation created by Franco-Turkish Agreement and have 
received strongest verbal assurances that American rights as laid 
down in Gouraud-Knabenshue Agreement will not be modified and 
that Foreign Affairs Ministry will be requested to make situation 
clear in new instructions to consular officers in the United States. 
Written assurances have been promised for the near future. 

STEGER 

390D.11/74 

The Consul at Beirut (Steger) to the Secretary of State 

No. 312 Brrrut, November 3, 1937. 
[ Received November 16. ] 

Sir: I have the honor to refer to the Department’s telegraphic in- 
struction of November 1st, 5:00 P. M., and to my telegraphic replies 
of November 2nd, 12:00 M., and November 8rd, 11:00 A. M., with 
regard to the effect upon American citizens of Syrian and Lebanese 
origin of the Franco-Turkish agreement of May 29, 1937. In this 
connection reference is made also to the Department’s instructions of 
September 27, 1937,1° and of October 7, 1937. 

It is believed that the Consulate General’s despatches Nos. 278 
of September 13th, 288 of September 22nd, 291 of October 5th, and 
307 of October 28th * will reach the Department before the present 
communication, and will contain such comment as may be required 
upon the effect of the agreement mentioned. 

Nevertheless, in view of the apparent misunderstanding of the 
situation which exists among certain French consular officers in the 
United States, as described in the Department’s instruction of October 
7th, I called yesterday afternoon at the French High Commission 
and discussed the matter at some length with M. de Sandfort, Chief 
of the Diplomatic Bureau, who is the official directly concerned with 
the question of options under the agreement of May 29th. 

As soon as I described briefly to M. de Sandfort the situation as 
explained in the Department’s instructions referred to above, he 
declared emphatically that he concurred with my views, and that he 
did not understand how any consular officer of France in the United 

* Not printed. 
* Despatch No. 307 not printed.
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States could be ignorant of the fact that the provisions of the Gou- 
raud-Knabenshue Agreement create for American citizens of Syrian 
origin a situation entirely different from that of Syrian emigrants 
naturalized in other countries. He gave a categorical statement that 
the High Commission had every intention of continuing to recognize 
the American nationality of Syrian-born American citizens, and of 
assuring to them all rights which may be enjoyed by other citizens 
of the United States. He furthermore declared that he would report 
the situation as described by me to the Ministry of Foreign Affairs 
by the next air mail, and would request that additional instructions 
be sent to French consular officers in the United States for the pur- 
pose of making clear to them the fact that the Gouraud-Knabenshue 
Agreement guarantees to naturalized Americans of Syrian origin 
rights which are not recognized in the case of naturalized citizens of 
other countries. 

M. de Sandfort also promised that he will, in the near future, send 
to the Consulate General an official communication reiterating the 
assurances which he gave to me verbally. 

I trust that this statement will reassure the Department as to the 
attitude of the French authorities and will, together with the previous 
despatches mentioned above, constitute an adequate reply to the 

several instructions received from the Department on this subject. 
Respectfully yours, Curist1an T. StTecer 

890D.11/69 

Memorandum by the Chief of the Division of Near Eastern Affairs 
(Murray) to the Assistant to the Legal Adviser (Flournoy) 

[WasuHinoton,] November 3, 1987. 
Mr. Fiournory: The attached letter * from the Reverend Benjamin 

Hoffiz raises several question[s] regarding the effect upon American 
citizens of Syrian or Lebanese origin if they opt for Syrian or Leba- 
nese nationality under the terms of the Franco-Turkish Agreement of 
May 29, 1937. It will be recalled that the Agreement in question ex- 
tended for one year from the date of its signature the provisions of 
Article 34 of the Treaty of Lausanne, between the Allied Powers and 
Turkey, under which Turkish nationals, natives of territories detached 
from Turkey, habitually resident abroad, might opt for the nationality 
of the territory of which they were natives. 

Prior to writing the attached letter the Reverend Mr. Hoffiz called 
at the Department and stated that he was particularly anxious to 
determine whether opting for Syrian or Lebanese nationality by 
American citizens of Syrian or Lebanese origin would have any effect 
upon their American nationality. In order that persons of Syrian 

* Not printed.
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origin in this country may have a clear idea as to the effect upon their 
American citizenship of option for Syrian or Lebanese nationality, it 
seems desirable to furnish the Reverend Mr. Hoffiz with the Depart- 
ment’s opinion in order that he may advise his compatriots. You 
have already expressed informally the opinion that such option would 
have no effect upon the American citizenship of the persons in question 
as long as such persons continue to reside in the United States. It was 
my understanding, however, that you felt that if, after opting, such 
persons should take some step to carry their choice of nationality into 
effect, such as taking up residence in Syria or in the Lebanese Republic, 
they would automatically lose their American citizenship under the 
terms of the Act of 1907.7 | 

I should be appreciative if you would suggest a paragraph covering 

this point for incorporation in a letter which we intend to write to Mr. 
Hoffiz. I attach a rough draft ? of such a letter. 

| Watiace Murray 

890D.11/78 | 

Memorandum by the Assistant to the Legal Adviser (Flournoy) to 
the Chief of the Division of Near Eastern Affairs (Murray) 

[Wasuineton,] November 9, 1937. 

With reference to the attached letters left with me by Mr. Alling, 
and Miss Holland * and to my oral discussions with them, I may say 
that naturalized citizens of the United States of Syrian origin, who 
inquire concerning the desirability of their opting for Syrian nation- 
ality, for the protection of their property, should be advised that the 

exercise of such option would be inconsistent with the oaths which 
they took when obtaining naturalization. as citizens of the United 
States, in which they declared allegiance to the United States and 
renounced allegiance to the state of which they were formerly na- 
tionals; also that, by exercising such option, they would endanger 
their status as citizens of the United States. A similar statement 
should be made to natives of Lebanon. 

While the exercise of the proposed option might not be regarded 
as having the effect of expatriating the persons in question, under 
the provision of the first paragraph of section 2 of the act of March 2, 
1907, so long as such persons continue to reside in the United States, 
such would probably not be the case if they should leave the United 
States and take up their residence in Syria or Lebanon. 

R. W. Fiournoy 

** 34 Stat. 1228. 
“Not found in Department files. 
72 October 4, p. 981. 
** Apparently the memorandum by the Chief of the Division of Near Eastern 

Affairs, supra. 
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390D.11/79 

| The Consul at Beirut (Steger) to the Secretary of State | 

No. 316 Betrrut, November 9, 1937. 
, [Received November 24. ] 

Srr: I have the honor to refer to my despatch No. 312 of November 
3, 1987, reporting the verbal assurances given by the French High 
Commission with regard to recognition of the nationality of American 
citizens of Syrian and Lebanese origin, and to enclose a copy, with 
translation, of the High Commission’s note dated November 5, 1937, 
which repeats these assurances in writing. 

Respectfully yours, CurisT1an T, STEGER 

[Enclosure—Translation] 

The French High Commission in Syria and the Lebanon to the 
American Consulate General at Beirut 

The High Commission of the French Republic in Syria and the 
Lebanon presents its compliments to the Consulate General of the 
United States and, referring to its note of the 2nd of this month and 
to the conversation which Mr. Steger had on the same date with M. de 
Sandfort, has the honor to confirm to him that the provisions of the 
Gouraud-Knabenshue Agreement continue to be applied in Syria and 
the Lebanon. 

Steps have just been taken with a view to having the Department 
of Foreign Affairs recall the terms of the said agreement to the 
attention of diplomatic and consular agents of the Republic in the 
United States. 

Brirut, November 5, 1937. 

(sEAL) HicH ComMMIssION OF THE FRENCH 
REPUBLIC IN SYRIA AND THE LEBANON 

Bureau Diplomatique 

AGREEMENT BETWEEN THE UNITED STATES AND FRANCE REGARD- 

ING CUSTOMS PRIVILEGES FOR EDUCATIONAL, RELIGIOUS, AND 

PHILANTHROPIC INSTITUTIONS IN SYRIA AND THE LEBANON ®*® 

[Effected by exchange of notes, signed February 18, 1937; for texts 
of notes, see Department of State Executive Agreement Series No. 107, 
or 51 Stat. 279. ] 

* For previous correspondence, see Foreign Relations, 1936, vol. 1, pp. 460 ff.



oe TANGANYIKA TERRITORY 

RESERVATION BY THE UNITED STATES OF ITS RIGHTS AS AFFECTED 
BY CHANGES OF THE FRONTIER BETWEEN THE MANDATED TER- 

RITORIES OF TANGANYIKA AND RUANDA URUNDI 

748T.62815/7 

The Secretary of State to the British Chargé (Mallet) 

WASHINGTON, October 20, 1937. 

Str: The receipt is acknowledged with thanks of your note No. 336 
of October 4, 1937,’ transmitting for the information of the Govern- 
ment of the United States a copy of a treaty between the United King- 
dom and Belgium regarding the boundary between Tanganyika 
Territory and Ruanda Urundi, signed at London on November 22, 
1934.? 

The Government of the United States takes note of this treaty with- 
out prejudice to any rights which it may have in the territory affected, 
under the convention between the United States of America and Great 
Britain signed at London on February 10, 1925,3 and the treaty and 
protocol between the United States of America and Belgium, signed 
at Brussels on April 18, 1923, and January 21, 1924.¢ 

Accept [etc.] For the Secretary of State: 
Hucu R. Wison 

748T.62815/6 

The Secretary of State to the Belgian Ambassador 
(Van der Straten-Ponthoz) 

WasuHineTon, October 20, 1937. 

ExceLteNcy: I have the honor to acknowledge with thanks the 
receipt of your note No. 4224 of September 17, 1937,1 transmitting a 
copy of the treaty, with annexed maps, in French and English, signed 
between the Governments of Belgium and Great Britain delimiting 
that portion of the boundary between Tanganyika Territory and 
Ruanda Urundi which is situated along the Kagara River, as defined 

* Missing from Department files. 
*For text, see League of Nations Treaty Series, vol. cxc, p. 95. 
* Foreign Relations, 1925, vol. u, p. 203. 
* Ibid., 1928, vol. 1, p. 433. 
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by the Council of the League of Nations, with a view to introducing 
with the consent of the Council of the League of Nations, under 
Article 12 of the mandate of East Africa and under Article 12 of the 
mandate of Ruanda Urundi, such minor modifications in the boundary 
as so defined as might seem desirable in view of the local geographical 
conditions. 

You state that this treaty was submitted to the Council of the League 
of Nations and was approved by the latter on the approval of the 
Mandate Commission by a resolution dated September 6, 1935.5 | 

The Government of the United States takes note of this treaty 
without prejudice to any rights which it may have in the territory 
affected, under the treaty and protocol between the United States of 
America and Belgium, signed at Brussels on April 18, 1923, and 
January 21, 1924, and the convention between the United States of 
America and Great Britain signed at London on February 10, 1925. 

Accept [etc.] For the Secretary of State: 
Hueu R. Witson 

* League of Nations, Official Journal, November 1935, p. 1147.



| TURKEY 

PRELIMINARY DISCUSSIONS RESPECTING A TRADE AGREEMENT 
BETWEEN THE UNITED STATES AND TURKEY 

611.6731/191 : Telegram 

Lhe Ambassador in Turkey (MacMurray) to the Secretary of State 

Ankara, November 6, 1936—4 p. m. 
[Received November 6—3: 02 p. m.] 

5. Under Secretary of National Economy has informed Commer- 
cial Attaché that the Turkish Government desires to enter into nego- 
tiations for a commercial treaty along the lines of those previously 
concluded by you. | 

Commercial Attaché, who had consulted with me in anticipation of 
such a suggestion, assured him that any Turkish proposal would re- 
celve your sympathetic consideration. I beg to request such instruc- 
tions as you may have to give me with a view to the formal proposal 
which the Turkish Foreign Office will probably present to me in the 
near future. 

MacMurray 

611.6731/191 : Telegram 

Lhe Acting Secretary of State to the Ambassador in Turkey 
| (MacMurray) 

| WasHINGTON, November 19, 1936—6 p. m. 

1. Your 5, November 6, 4 p. m. The Department assumes that 
reference is intended to a trade agreement to be negotiated under the 
Act of June 12, 1934.2 

If the Turkish Government presents a formal proposal, you should 
receive it and state that you will bring it to the Department’s atten- 
tion where it will be given most careful and sympathetic consideration 
with a view to determining what opportunity exists for the negotiation 

of a useful agreement under the principles established in the trade 
agreements program. 

You should, however, seek to avoid giving the impression that we 
will be prepared to open negotiations at any early date. The possi- 

748 Stat. 943. 

941



942 FOREIGN RELATIONS, 1937, VOLUME II 

bility of concluding a useful trade agreement depends upon the nature 
of the trade between the two countries and upon the possibilities of 
reconciling such conflicts as may exist between their commercial poli- 
cies. For your confidential information, the Department is studying 
American trade with Turkey and the commercial policy of the Turkish 
Government with a view to determining the possibilities of a useful 
trade agreement but the bilateralistic policies of Turkish trade control 
and other reasons indicate doubt as to the desirability of initiating 
negotiations at this time, particularly as there do not appear to be any 
vital problems pressing for settlement at this time in our commercial 
relations with Turkey. 

Moore 

611.6731/191 | 

The Secretary of State to the Ambassador in Turkey (MacMurray) 

No. 144 WASHINGTON, May 38, 1937. 

Sir: Referring to your telegram No. 5 of November 6, 1936, 4 p. m., 
and the Department’s telegraphic reply of November 19, 1936, 6 p. m., 
with regard to the desire of the Turkish Government to enter into 
negotiations for a trade agreement, there is enclosed for your informa- 

tion a copy of a strictly confidential preliminary survey ? with refer- 
ence to trade agreement possibilities with Turkey. 

The recommendation is made in the concluding paragraph of the 
survey that a “country committee” for both Turkey and Greece be 
created. A country committee, functioning as a subcommittee of 
the interdepartmental Committee on Trade Agreements, is charged 
with the responsibility of doing the technical work in preparation for 
the negotiation of a trade agreement with a particular country. Each 
country committee is made up of experts representing the Depart- 
ments of State, Treasury, Agriculture and Commerce, and the Tariff 
Commission, and such other governmental agencies as may be in a 
position to contribute their advice. In view of the fact that it was 
recently decided to carry out the recommendation to create a country 
committee for Turkey and Greece, the Department would very much 
appreciate receiving your considered comment on the possibilities of 
concluding a trade agreement with Turkey, and suggests that you may 
find it convenient to use the enclosed survey as a basis for your re- 
marks, without, however, limiting yourself to subject matter covered 

therein. 
You will observe in examining the survey that reference 1s made to 

a lack of adequate basic information upon which to appraise prospects 

? Not printed.
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for the future development of Turkish-American trade, particularly 
with reference to advantages which might accrue to American trade 
from the conclusion of an agreement. In this latter connection it 
would appear that the Embassy is in a particularly favored position 
to observe the effect of Turkish customs duties, quotas, foreign ex- 
change regulations or other restrictive measures on imports from this 
country and the Department will be especially interested, therefore, 
in receiving your detailed observations on this phase of the matter. 

Inasmuch as no announcement has yet been made of intention to 
negotiate with Turkey, you will appreciate the necessity of handling 
this matter in strictest confidence until such time as you may be 
specifically instructed to the contrary. 

Very truly yours, For the Secretary of State: 
Francis B, SAYRE 

611.6731/195 : Telegram 

The Ambassador in Turkey (MacMurray) to the Secretary of State 

IstanBuL, May 4, 1937—5 p. m. 
[Received May 4—3: 55 p. m.] 

17. My telegram No. 5, November 6, 4 p. m., from Ankara. I have 
just received from the Turkish Minister for Foreign Affairs a note 
proposing the negotiation of an arrangement for reciprocal tariff 
reductions. I am acknowledging it in accordance with your telegram 
No. 1, November 19, 6 p. m. 

MacMorray 

611.6731/195 : Telegram 

The Secretary of State to the Ambassador in Turkey (MacMurray) 

WasHIncTon, May 6, 1937—noon. 

29. Your 17, May 4,5 p.m. If note contains detailed proposals 
please telegraph summary. Ifthe proposal is merely made in general 
terms is it your understanding that concrete suggestions will be forth- 
coming from the Turkish Government shortly ? 

Since its telegram No. 1, November 19, 6 p. m., the Department’s 
views respecting possible negotiations with Turkey have become suf- 
ficiently crystallized to permit of early consideration by it of any 
concrete proposals which the Turkish Government may have in mind. 
For tactical reasons, however, the Department still wishes to leave the 
initiative with respect to detailed proposals entirely with the Turks. 

Hout
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611.6731/196 : Telegram 

The Ambassador in Turkey (MacMurray) to the Secretary of State 

| Istansut, May 8, 1937—5 p. m. 
[Received May 8—2:20 p. m.] 

18. Your telegram No. 29, May 6, noon. 
1. The note reported in my telegram 17 was couched only in gen- 

eral terms. I do not anticipate that the Turkish Government intends 
to propose anything more concrete until assured of our readiness in 
principle to negotiate in the near future. I therefore request authori- 
zation to advise the Foreign Office that we are prepared to give early 

consideration to any concrete proposals offered. | 
2. Unprepared for the delay of the Turkish Government in com- 

municating the proposal first broached last November, Minister of 
Economy is now anxious to expedite negotiations with a view to the 
conclusion of an arrangement by September if possible. He would 
apparently be willing to send a delegation to Washington. 

3. I learn that this desire for haste has even raised the question 
of denouncing our existing commercial treaty ® in order to expedite 
new negotiations. I suggest the advisability of meeting this desire 
so far as possible if only in anticipation of the less favorable treatment 
likely to be accorded to our exports in case present trade tendencies 
progress so far as to bring about a so-called favorable American 
balance of trade. 

4. Conversations which the Commercial Attaché has had with in- 
terested Turkish officials indicate that they contemplate asking tariff 
reductions on carpets (so specified as to include only Turkish prod- 
ucts), wool, mohair, filberts, figs, and raisins and in return would 
offer reductions on machinery, automobiles, and radios and would 
consider reductions in a wider range of our products. 

MacMorray 

611.6731/201 

Memorandum by the Economic Adviser (Feis) to the Chief of the 
Division of Trade Agreements (Hawkins) 

[WasuHrnoton,] June 1, 1987. 

Mr. Hawegrns: I think the Committee will find that the Turkish- 
German clearing and compensation arrangements will be a definite 
factor in determining the outcome of any trade agreement between 
the United States and Turkey. To cite a concrete example: German 
purchases of Turkish tobacco and Turkish mohair at a price well 

*Treaty of Commerce and Navigation, signed at Angora, October 1, 1929; 
Foreign Relations, 1929, vol. 111, p. 838.
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above the world price has meant that this trade relative to the Turkish- 
American trade in mohair has greatly increased. The Turks became 
possessors of a large volume of blocked marks. The result has been 
to foster Turkish purchases of German commodities well in excess 
of the previous purchases and in many instances competitive with 
American products. The transaction was made possible by the low- 
ered valuation put upon the blocked mark and presumably also by 
export subsidy in Germany. 

A glance at the Turkish trade statistics proves the continual in- 
crease and the relative importance of German trade since the inaugu- 
ration of the clearing and compensation arrangement. In view of 
these considerations it seems to me that it is highly important to make 
a study of the clearing and compensation arrangements to which 
Turkey is a party, to do so urgently, and in any agreement we make 
with Turkey to consider what safeguards may be necessary. 

H[ereert| F [ers] 

611.6731/199 : Telegram 

Phe Chargé in Turkey (Shaw) to the Secretary of State 

IsTANBUL, June 23, 1937—11 a. m. 
[Received June 23—9: 20 a. m.] 

26. Department’s 32, May 10,7 p.m.* In reply to Embassy’s note 
stating that our Government is prepared to accord sympathetic con- 
sideration to any concrete proposals Turkish Government would care 
to advance, Minister of Foreign Affairs in note verbale just received 
states Turkish delegation will go to Washington at the end of Sep- 
tember to negotiate tariff reduction agreement. Recommend I be 
authorized to inform Turkish Government that we are prepared to 
negotiate with their delegation in Washington in September. Would 
Department care to have me suggest to Turks desirability of furnish- 
ing us Officially with list of commodities on which they desire 
reductions. 

SHAW 

611.6731/199 : Telegram 

The Secretary of State to the Chargé in Turkey (Washington) 

WASHINGTON, July 1, 1937—4 p. m. 

49. Your 26, June 23, 11 a.m. It will be roughly 3 weeks before 
our studies concerning whether a basis exists for entering into trade 

* Not printed.
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agreement negotiations with Turkey will be far enough advanced 
for consideration by the interdepartmental committee on trade agree- 
ments. If it should be decided as a result of the deliberations of 
that committee that a basis for negotiations exists, our established 
procedure for the negotiation of trade agreements, involving a pre- 
liminary announcement to the public and a preliminary exchange of 

desiderata with the other government followed later by formal public 
notice of intention to negotiate and public hearings, would require 
at the minimum an additional 14 weeks, making in all 17 weeks from 
the present until active negotiation of the agreement with the repre- 
sentatives of the ‘Turkish Government could begin. 

It will not be possible, therefore, for us to fix a definite date when 
we would be prepared to meet the Turkish delegation until it has 
been determined that a basis for a trade agreement exists. If every- 
thing proceeds satisfactorily, it may be possible for us to meet the 
Turkish delegation at the beginning of November, but in any event 
it could not be earlier than that. In discussing this matter with the 
Turkish officials you may at your discretion use any of the informa- 
tion given above. 

Since we are unable at this time to present a list of our desiderata 
in connection with the possible negotiation of an agreement with 
Turkey, we are not in a position to request an official list of com- 
modities on which the Turks desire reductions. You might, however, 
suggest informally to the Turkish authorities that it would be helpful 
for us in connection with our studies to have such a list but you 
should explain that we are not prepared to give a list in return at 
this time. 

Hui 

611.6731/207 : Telegram 

The Chargé in Turkey (Washington) to the Secretary of State 

IstanBuL, August 9, 1937—5 p. m. 
[Received 6 p. m.] 

39. Reference Department’s telegram No. 49, July 1, 4 p. m. (last 
paragraph) and Embassy’s despatch No. 294, July 13.5 

The private secretary of the Minister of Economy has handed our 
Commercial Attaché the following list of commodities on which the 
Turkish Government is desirous of obtaining tariff reductions from 
the United States: 

1. Figs. 
2. Rugs, carpets and kilims. 

® Latter not printed.
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3. Mohair. 
4, Hazelnuts, shelled and unshelled. 
5. Walnuts, shelled and unshelled. 
6. Pistachio nuts, shelled and unshelled. 
7. Pine nuts (kernels), shelled. , 
8. Olive oil in containers weighing less than 40 pounds and in 

containers weighing 40 pounds or more. 
9. Almonds, shelled and unshelled. 

10. Tobacco. | 

At the same time there was also communicated the following list 
of articles of American origin and manufacture in which the Turkish 
Government will grant tariff reductions: 

1. Machinery. 
2. Motors. 
3. Automobiles and trucks. 
4. Radios. 
5. Typewriters. 
6. Rubber goods, including automobile tires, mechanical goods, 

et cetera. 
[File copy not signed | 

€11.6731/211 : Telegram 

The Secretary of State to the Chargé in Turkey (Washington) 

Wasuineoton, August 13, 1937—6 p. m. 
66. In the light of your discussions with the Turkish authorities and 

of our studies in progress, we consider a basis exists for trade agree- 
ment negotiations. This was determined prior to the receipt of 
your 39, August 9,5 p.m. 

You should advise the Turkish authorities of this decision, but in 
so doing obtain confirmation of their position regarding the basis for 
such. negotiations and acquaint them with our procedure. Care 
should be taken to avoid conveying the impression that the informal 
lists transmitted in your telegram under reference may serve as an 
approved basis of negotiations. There has been no opportunity to 
consider some of the items contained therein. 

In advising the Turkish authorities, you should emphasize that the 
basis for negotiations includes the unconditional most-favored-nation 
principle in respect of all forms of trade control (an indication of the 
application of the principle may be found in the general provisions 
of trade agreements between the United States and other countries, 
e. g., Switzerland) and also a Turkish understanding that this Gov- 
ernment is not in general in a position to grant concessions to Turkey 
on products of which Turkey is not the principal or an important 
supplier to the United States.
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As indicated in the Department’s telegram No. 49 of July 1, our 
procedure includes a preliminary public announcement by this Gov- 
ernment that the negotiation of a trade agreement with the other 
country is contemplated. The purpose of this announcement is to 
afford American interests opportunity to present views as to the prod- 
ucts to be covered. Such announcement includes the statement that at 
a later date formal public notice of intention to negotiate will be 
given. Accompanying the formal notice there is published a list of 
articles under consideration for concessions to the other country. In 
order to be in a position to publish such a list in connection with, 
Turkey, it is necessary for us to have a list of products on which the 
Turkish Government contemplates requesting concessions from the 
United States. The formal notice constitutes an invitation to our 
domestic interests to submit briefs with respect to articles included 
in the published list and sets a date for public hearings here. This 
Government does not make public announcement, prior to conclusion 
of an agreement, of products on which we seek concessions from the 
other country. 

In view of our policy and the requirements of our procedure with 
regard to the publication of a list of articles under consideration for 
concessions to Turkey to accompany the formal notice of intention to 
negotiate, the Turkish authorities may wish to reconsider their re- 
quest list contained in your telegram under reference, particularly 
bearing in mind the rule of principal or important supplier. The 
greatest care should be used in the preparation of this list since it will 
be difficult to consider products not contained in the published list. 
There is no necessity for the Turkish Government to indicate at this 
stage the exact nature of the concessions to be requested. There need 
be included only the description and tariff number of the product, 
conforming as closely as possible to the United States tariff nomen- 
clature with respect to such product. It is necessary for us to have 
such a list from the Turkish authorities as soon as possible after the 
issuance of the preliminary announcement, but in any case not later 
than 4 weeks after the date of that announcement. 

For your confidential information: if the question of a reduction 
in the duty on cigarette leaf tobacco is referred to, you should state 
that although it will probably not be possible for this Government to 
grant such a reduction, consideration could be given to binding the 
present duty. A duty reduction on tobacco would very likely be of 
little if any benefit to Turkey and would probably result in a sub- 
stantial reduction of our customs revenue. See page 17 of the Com- 
mercial Attaché’s memorandum of June 24, 1937, enclosed with your 
despatch No. 292 of June 380.° 

* Not printed.
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_As to.the list of articles contained in your telegram under refer- 
ence, on which the Turkish Government will consider granting tariff 
reductions, you may state that the indications of the Turkish Govern- 
ment’s intentions are welcome and point out that when our studies 

have progressed further, we shall be prepared to submit to the Tur- 
kish Government a list of articles which we desire to have considered 
in the negotiations for concessions by Turkey. : 
Weare disposed to proceed, after confirmation by the Turkish Gov- 

ernment of the basis for negotiations, with the preliminary public 
announcement that negotiation of a trade agreement with Turkey. is 
contemplated. Please say that we prefer that Turkish authorities 
refrain from giving any previous publicity to the matter. 

The Turkish Embassy here has been informed of the general nature 
of the discussions as to the basis for negotiating a trade agreement 
and our procedure in this respect. Tobacco has not been mentioned. 

_ Copies of the standard general provisions? for inclusion in trade 
agreements and of the Country Committee report on Turkey ® are 
being sent you, as well as copies of the preliminary and later an- 
nouncements made in connection with the negotiations with Ecuador ® 

as examples of the announcements we should expect to make in the 
case of Turkey. : | 

Hoi 

611. 6731/215 : Telegram 

The Chargé in Turkey (Washington) to the Secretary of State 

IstansuL, September 21, 1937—noon. 
. [ Received 4: 45 p. m.] 

56. Department’s telegram No. 66, August 13,6 p.m. On Septem- 
ber 11, I sent a note to the Foreign Office explaining briefly the basis 
for negotiations and our procedure and requesting confirmation of the 
Turkish position and a list of articles on which concessions are desired. 
On the same day, Commercial Attaché Gillespie gave a more detailed 
verbal explanation to the Minister of Economy. | 

I have now received from the Foreign Office a note transmitting 
a list identical with the one forwarded in my 89, August 9, 5 p. m., 
and stating that a reply to the other points raised in my note will 
be made after the competent Department has been consulted. 

*Not printed. These were a revision of the standard general provisions 
printed in Foreign Relations, 1935, vol. 1, p. 541. 

*Not printed. . 
*Department of State, Press Releases, January 9, 1937, p. 16, and April 10, 

1937, p. 208.
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In his conversation with Minister of Economy on September 11, 
Commercial Attaché ascertained that the list had already been trans- 
mitted to Foreign Office. During the conversation, however, the 
Minister realized the need for revising it and expressed the hope 
that Gillespie would cooperate with him in this task. 

With respect to the basis for negotiations, Minister stated that. he 
could give assurances that unconditional most-favored-nation treat- 
ment would be granted in respect to customs matters but that he 
would have to consult his colleagues before being able to give the 
same assurances with respect to all forms of trade control. Com- 
mercial Attaché explained that acceptance of this principle was a 
fundamental essential. 

Commercial Attaché has since ascertained that the Government 
is considering some form of currency devaluation through the pay- 
nent of a premium on purchases made with free foreign exchange. 
This may explain the Minister’s reluctance to give assurances and 
the delay of the Government in confirming its position regarding 
basis of negotiations. 

A memorandum of Commercial Attaché’s conversation of September 
11 is being forwarded along with copies of the exchange of notes in 
the pouch which leaves tomorrow.” 

WaAsHINGTON 

611.6731/221 : Telegram 

The Chargé in Turkey (Kelley) to the Secretary of State 

Ankara, October 26, 1937—8 p. m. 
| [Received 9:55 p. m.} 

13. Embassy’s No. 56, September 21, noon. 
1. Embassy received on October 23 a note from Foreign Office 

(replying to Embassy’s note of September 11, 1937) which stated in 
the first paragraph that “after having studied with the Ministry of 
Economy the basis proposed by the American Government for the 
negotiation of the agreement proposed by the Turkish Government, 
this Ministry has decided to accept the maintenance for American 
goods of unconditional most favored nation treatment.” 
Having been informed that the original draft of the Turkish Gov- 

ernment’s reply stated that unconditional most favored nation treat- 
ment could be accorded to the United States only in respect to customs 
duties, I considered that the above phraseology did not clearly indi- 
cate that the Turkish Government had accepted the Department’s. 
conception of the scope of unconditional most favored nation treat- 

* None printed.
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ment. After a conversation with the Prime Minister™ and the parlia- 
mentary Under Secretary of State for Foreign Affairs and at the 
suggestion of the latter I addressed yesterday a note to Foreign Office 
inquiring “whether in accepting the principle of unconditional most 
favored nation treatment as the basis for the negotiations, the Turkish 
Government is in accord with the American Government that this 
principle applies not only to customs matters but to all forms of trade 
control.” I pointed out that all the trade agreements entered into 
under our trade agreements program are based on the principle of 
unconditional most favored nation treatment in respect not only to 
customs duties but to all forms of restriction or control of trade and 
stated that the Department of State desired assurances that the Turk- 
ish Government understands and accepts this basis for the contem- 
plated negotiations. 

Embassy received today note from Foreign Office stating the Turk- 
ish Government “is in accord with regard to the meaning given in 
above mentioned note to most favored nation treatment, consequently 
it accepts as a basis for negotiation of Turkish American commercial 
agreement most favored nation treatment extending not only to cus- 
toms duties but to all forms of commercial restriction and control.” 

For the Department’s information it may be stated that the Prime 
Minister, formerly Minister of Economy, has on two occasions ex- 
pressed to me his great interest in the conclusion of a trade agreement 
with the United States and the Under Secretary of State for Foreign 
Affairs has stated that the Prime Minister has given instructions that 
everything be done to bring about the conclusion of such an agreement. 

2. Embassy has received also a note from the Foreign Office (a) 
requesting that “wool, raisins and meerschaum” be added to the list 
of goods transmitted with its note of September 17 (enclosure to Em- 
bassy’s despatch number 357 of September 21%*) for which the Turk- 
ish Government will request tariff reductions, and (0) stating that 
during the negotiations tariff consolidation will be demanded fer the 
following articles: valonia; valonia (valex); sheepskins, lambskins 
and skins of all kinds of wild animals; goatskins and kid skins; canary 
seed; olive oil (non-edible); emery; animal hair (goat hair, 
et cetera); gun tragacanth; attar of rose; beeswax; carpet wool; 
gallnuts; sheep casings; chrome and chromite; licorice paste; and 
paste. 

Commercial Attaché informs me that the officials of the Ministry 
of Economy thoroughly understand that the United States is not in 
general in a position to grant concessions to Turkey on products of 

™ Celal Bayar. 
” Numan Menemencioglu. 
* Not printed.
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which Turkey is not the principal or an important supplier to the 
United States.. 

3. A second paragraph to note from Foreign Office received on Oc- 
tober 23 states “In acceding thus to the desire expressed by the Em- 
bassy of the United States of America the Ministry for Foreign Af- 
fairs has the firm hope that the question of the Export Import Bank 
of Washington granting 5 years’ credit will also find a favorable 
solution.” 

This question had not been raised in any discussion on the subject 
of the trade agreement between members of the Embassy and Turkish 
officials. The Commercial Attaché informs me, however, that ever 
since the establishment of the Export Import Bank the Turkish Gov- 
ernment has been desirous that the bank extend it credit on its pur- 
chases in the United States. 

KELLEY 

611.6731/221 : Telegram : 

| The Acting Secretary of State to the Chargé in Turkey (Kelley) 

WasHINcTON, October 29, 1937—7 p. m. 

87. Your 18, October 26, 8 p. m. and despatch No. 357, September 

91,14 
1. Inform the Foreign Minister that if there is no objection on the 

part of the Turkish Government, preliminary announcement that ne- 
gotiations are contemplated will be issued here for publication in 
morning newspapers Wednesday, November 3." 

2. The Department has no objection to Gillespie being designated 
by you to cooperate with the Turkish authorities as requested by Celal 
Bayar. You should of course follow discussions closely and keep 
Department fully informed as to their substance. 

A copy of the standard general provisions sent with the Depart- 
ment’s instruction No. 166 of August 24, 1937, may be presented to 
and discussed with the Turkish authorities. The Department is mail- 
ing certain material prepared in explanation of our quota and ex- 
change provisions for background use in discussions. While it may 
be possible to reach an understanding on many of the general provi- 
sions before the Turkish delegation comes to this country, final agree- 
ment on these provisions as well as on the schedules of concessions 
should await the delegation’s arrival here. 

8. For your information, the Export-Import Bank has no infor- 
mation regarding a 5-year credit covering sales to the Turkish Gov- 

* Latter not printed. 
* No objections were advanced by the Turkish Government. For text of an- 

MOR Not printed, Department of State, Press Releases, November 6, 1937, p. 356.
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ernment as mentioned in your paragraph 8. The Department does not 
wish to have this matter connected with the contemplated trade-agree- 
ment negotiations, but, if you consider it desirable, you may endeavor 
to obtain from the Turkish Government a fuller statement of their 
views regarding it. 

WELLES 

611.6731/241a: Telegram 

The Secretary of State to the Chargé in Turkey (Kelley) 

Wasuincton, December 23, 1987—7 p. m. 

109. Referring to the Department's telegram No. 104, December 
13, 1 p. m.,” there is transmitted herewith a list of products in respect 
of which the United States will consider the granting of concessions 
to Turkey. The products with their tariff paragraphs are as follows: 

[Here follows list of products which are the same as those listed at 
the end of press release printed in Department of State, Press Releases. 
January 15, 1938, page 108. | 

Please bring this list to the attention of the Turkish Government 
and endeavor to obtain its acquiescence to the publication of it as a 
list to which consideration of possible concessions by the United States 
to Turkey will be confined."® 

In transmitting this list to the Turkish Government you should 
point out (1) that the inclusion of a product on the list for publication 
does not necessarily mean that a concession will be granted on such 
a product; (2) that the products with respect to which the Turkish 
Government has requested concessions which are not included in our 
list are products of which Turkey is not the principal or a major 
supplier of imports into the United States; (3) that if concessions 
should be granted, however, on any of these products as a result of 
trade agreements with other countries the benefits thereof would of 
course under the terms of the proposed trade agreement with Turkey 
be extended to that country. In this connection it should be stated 
that crude beeswax has been bound on the free list in our trade agree- 
ment with Brazil. 

You should also state informally to the Turkish authorities that 
with respect to tariff paragraph 1116 (a), Oriental carpets, rugs, and 
mats, etc., consideration of a concession will be restricted to those 
types of Oriental rugs of particular interest to Turkey. 

As soon as notice of approval of the above list by the Turkish Gov- 
ernment is received, we are prepared to publish the formal notice 

* Not printed. 
“The Chargé reported in telegram No. 1, January 7, 1938, 11 a. m., that the 

“Turkish Government approves publication of list” (611.6731/243). 

982609-—54——-6"
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of intention to negotiate. Please request the Turkish Government, 
however, to withhold any publicity on this subject until the date on 
which it is agreed that formal notice and the list will be made public 

here. 
Huu 

ADJUSTMENT OF PAYMENTS DUE TO THE UNITED STATES BY TUR- 
KEY UNDER THE AGREEMENT OF DECEMBER 24, 1923, AND SUBSE- 

QUENT SUPPLEMENTAL AGREEMENTS” 

467.11/1116b 

The Secretary of State to the Chargé in Turkey (Washington) 

No. 168 WasHINcToNn, September 8, 1937. 

Sir: The Department is transmitting under separate cover, for the 
use and information of the Embassy exclusively, three copies of the 
Opinions and Report prepared by Mr. Fred K. Nielsen in connection 
with the American-Turkish claims settlement under the Agreement 
of December 24, 1923,?? and supplemental agreements * between the 
United States and Turkey. For convenience of reference there is 
quoted below the penultimate paragraph of Mr. Nielsen’s “General 
Report”, appearing on pages 8-41 of the above-mentioned volume: 

“Toward the close of negotiations the Turkish Delegates proposed 
a settlement in the sum of $1,200,000. This was considered by the 
Department of State to be inadequate. The sum originally proposed 
by the Government of the United States, $5,000,000, is considerably 
more than the sum agreed upon in settlement of all claims, $1,300,000, 
and much more than the total of the principal sums ascertained by 
the determination of each of the cases on its merits, $539,844.18, and, 
further, much more than that sum and interest which total $899,338.09. 
However, it may be confidently stated, without any apprehension of 
error, that, after a scrupulously careful examination of each case, 
the total of principal amounts ascertained represents everything that 
could possibly be awarded as compensation in the light of evidence 
and by application of controlling rules and principles of substantive 
law. It may be added that, in accordance with customary procedure 
in the treatment of evidence in international claims, application has 
been given to a liberal practice, which inures to the benefit of 
claimants.” 

It will be observed that the total amount of the awards made to 
claimants, plus interest, is $899,338.09, whereas the Turkish Govern- 
ment, under the terms of the Agreement of October 25, 1934, agreed 

% For previous correspondence, see Foreign Relations, 1984, vol. 11, pp. 894 ff. 
*° Toid, 1923, vol. m1, p. 1190. 
21 or text of agreement signed October 25, 1934, see ibid., 1934, vol. 11, p. 933; 

for exchange of notes, signed at Ankara, May 29 and June 15, 1936, see Depart- 
ment of State Executive Agreement Series No. 118, or 51 Stat. 353.
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to pay the sum of $1,300,000 in thirteen annual installments of 
$100,000 each in full settlement of claims of American citizens em- 
braced by the Agreement of December 24, 1928. The sum which the 
Turkish Government has obligated itself to pay thus exceeds by 
$400,661.91 the amount required to meet the awards which have 
been made to American claimants. 

It is proposed to relieve the Turkish Government of its obligation 
to pay this excess sum, and with that end in view you are requested 
to call on the Minister for Foreign Affairs and to hand him a note 
reading textually as follows: 

[Here follows text of note No. 938, September 23, 1937, from the 
Chargé in Turkey to the Turkish Acting Minister for Foreign 
Affairs, printed on page 957. | 

In handing the above note to the Minister for Foreign Affairs 
please request him to consider its contents as strictly confidential. 

Very truly yours, For the Secretary of State: 
Huen R. Witson 

467.11/1120 

Memorandum by the Chief of the Division of Near Eastern 
Affairs (Murray) 

[Wasuineron,] September 10, 1987. 

During a call from the Turkish Ambassador this morning I in- 
formed him of the substance of the note which our Chargé 
d’Affaires in Turkey is being instructed to deliver to the Turkish 
Minister for Foreign Affairs regarding the American-Turkish 
claims settlement effected on October 25, 1984. 

The note sets forth that whereas the Turkish Government had 
undertaken to pay to the Government of the United States the sum 
of $1,800,000 in full settlement of the claims of American citizens 
which were embraced by the Agreement of December 24, 1923, such 
payments to be made in thirteen annual installments of $100,000 
each, beginning on May [/une] 1, 1936,” it had been found after 
careful and impartial inquiry by Mr. Fred K. Nielsen, our Com- 
missioner who has had the claims of American citizens under con- 
sideration, that the awards would amount to somewhat less than 
$900,000. This Government therefore took pleasure in informing 

the Turkish Government that under the conditions set forth in the 
above-mentioned note there would be remitted to the Turkish 

“The date on which annual installments on claims of American citizens 
were to be paid by the Turkish Government was subsequently postponed 
from June 1 to June 20, as a result of an exchange of notes dated October 1, and 
November 3, 1937, between the American Chargé and the Turkish Minister for 
Foreign Affairs. See Department of State Executive Agreement Series No. 115. 

982609-—54-——-62
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Government, by relieving it of certain final installments, a sum 
of about $400,000. | 

I told the Ambassador that we were all very happy to be able to 
render this service to the Turkish Government and that the Secretary, 
although he is of course much occupied these days with serious situa- 
tions in other parts of the world, has interested himself personally in 
this matter. 

The Ambassador was obviously deeply stirred on being informed 
of this offer of the American Government. With tears in his eyes 
he stated that he was at a loss to give adequate expression to his deep 
feeling of appreciation of the spirit of uprightness, moral integrity 
and generosity of our Government. “This is” he said, “incomparably 
the happiest day of my whole career.” | 

I thanked the Ambassador for his kind sentiments and assured him 
that this Government on its part deeply appreciated the honorable 
attitude assumed by the Turkish Claims Commissioners during the 
negotiation of a settlement of our claims against Turkey resulting 
from the World War and that Mr. Nielsen, who represented this 
Government during the sessions of the Mixed Claims Commission in. 
Turkey, had more than once expressed his high regard for and 
appreciation of the courtesy and cooperation shown him by the 
Turkish members of the Commission. 

_ Referring to the fine work of the Mixed Claims Commission in 
general, and in particular to the sum agreed upon to be paid to this 
Government in settlement of the claims of its nationals against 
Turkey, I emphasized to the Ambassador that the difference between 
the sum finally awarded to American claimants and the amount which 
Turkey had agreed to pay was due to Mr. Nielsen’s careful and im- 
partial examination of each claim after his return to Washington and 
the application to those claims of controlling rules and principles of 
substantive law as is customary with us in such instances. Such being 
the case I felt confident that, far from questioning in any way the 
entire good faith of Mr. Nielsen and his Turkish colleagues in reach- 
ing the settlement of October 25, 1934, the Turkish Government 
would be in accord with this Government in believing that the Com- 
missioners of both Governments were motivated by the highest integ- 
rity and ethical standards. The Ambassador said he agreed with 
me heartily and was sure that his Government would do likewise. 

In conclusion I explained to the Ambassador that for reasons which 
he would doubtless appreciate, this Government desired that no 
publicity whatever should be given to its present offer to the Turkish 
Government, and I requested him to emphasize this fact in any report 
of our conversation that he might make to his Government. 

— Watuace Murray
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467.11/1124 

The American Chargé in Turkey (Washington) to the Turkish 
Acting Minister for Foreign Affairs (Alenemencioglu) * 

No. 93 IsTANBUL, September 23, 1937. 
Sm: Your Excellency will recall that under the provisions of the 

American-Turkish Agreement of October 25, 1934, the Turkish Gov- 
ernment undertook to pay to the Government of the United States 
the sum of $1,300,000 in full settlement of the claims of American 
citizens which were embraced by the Agreement of December 24, 
1923. The former Agreement further provided that payment was 
to be in thirteen annual installments of $100,000, the first installment 
to be made on June 1, 1936. 

A Commission which has had the claims of American citizens under 
consideration, after careful and impartial inquiry, has made awards 
which amount to $899,338.09. I take pleasure in informing Your 
Excellency that my Government will consider the obligation of the 
Turkish Government, under the Agreement of October 25, 1934, fully 
discharged when the annual payments of $100,000 shall have reached 
the total amount of the awards, that is, $899,338.09. Inasmuch as 
the Turkish Government has already made payment of $200,000, my 
Government will expect to receive only the additional sum of $699,- 
338.09, to be paid in six equal installments of $100,000 on the agreed 
upon date in June of the years 1938, 1939, 1940, 1941, 1942 and 1943, 
and a final installment of $99,338.09, payable in June, 1944. 

Accept [etc.] S. WALTER WASHINGTON 

467.11/1124 

The Turkish Acting Minister for Foreign Affairs (Menemencioglu) 
to the American Chargé in Turkey (Kelley) ** 

[Translation] 

[Anxara,] October 15, 1937. 

Mr. Cuarck p’Arrarres: I have the honor to acknowledge the re- 
ceipt of your communication of September 23 last by which you were 
kind enough to inform me of the decision of the Government of the 
United States of America to reduce to $899,338.09 the amount of 
$1,800,000 (claims of American citizens), which latter sum the 
Turkish Government undertook to pay under the Agreement of Oc- 
tober 25, 1984, and in accordance with which it has already made 
two payments totaling $200,000. 

*% Copy transmitted to the Department by the Chargé in his despatch No. 377, 
October 18; received November 2. 

4 Transmitted to the Department by the Chargé in his despatch No. 377, 
October 18; received November 2.
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The Government of the Republic is highly appreciative of the 
impartial sentiments which guided the commission during the course 
of its deliberations. It desires at the same time to offer its most 
sincere thanks to the Government of the United States for the friendly 
and spontaneous gesture with which it made known the conclusions 
of the commission of review, which have been considered as an affir- 
mation of sympathy toward the Government of the Republic. 

Requesting you to bring the foregoing to the knowledge of your 
Government, I beg [etc.] N. MENEMENCIOGLU
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Act of Algeciras (1906), 859, 872, 874 | Australia—Continued 
Afghanistan, 507-614 Trade relations with United States— 

British interests in, 605-606, 610 Continued 
Diplomatic representation in, U. S. National elections, importance to 

consideration of, 605-614 . trade-agreement = discussions, 
Mission to United States (1921), 606, 40, 41, 60, 64, 67, 80, 141, 142, 

607 144, 146, 148, 150-151 
Oil concession to Inland Exploration Trade agreement, discussions lead- 

. Co., granting of, 597-604 ing to, 46-47, 61, 63, 88, 139, 
Soviet Union, relations with, 751, 757, 140-141, 142, 146, 147, 151, 153, 

TO - | 159 
Agreements. See Trade agreements; Trade balance, 136, 145 

Treaties, conventions, etc. Austria, commercial agreement with 

Air navigation, arrangement between Czechoslovakia (1921), 244 
United States and Irish Free State | Automobile Manufacturers Assn., 572, 
effected by exchange of notes, Sept. 576 
29 and Dec. 4, 200 

. , . ‘ Baker Island, 132 
ween Sce Canada: Alaska Highway. Bankers Trust Co., 344-847 

bania, atttiude toward nationals ap- Belgium, 219-237 

pearing before Mixed Courts in| “ Greece, extradition treaty of 1901, 430 
Egypt, 649 — . Montreux Conference for the Aboli- 

Alcohol. Sce Liquor smuggling. tion of Capitulations in Egypt, 
American Jewish Congress, 367, 553, 555 644, 646, 662n 
American-Scantic Line, 544 Naturalization convention of 1868, ex- 
Amiranian Oil Co. See under Iran. change of views with United 
Anderson, Clayton, and Co., 544 . . §tates respecting interpretation 

Anglo-Iranian (Anglo-Persian) Oil Co. of, 234-237; opinion of U. 8. Su- 
See under Iran. preme Court, 237 

Anti-Smuggling Act (1985), 107, 114-| Oslo Convention (dfay 28), Belgian 
115, 119, 121, 122; British coopera- position on extension to United 

tion in enforcing, 123 States, 225-226 
Arab-Jewish conflict. Sce under Pales-| Ruanda Urundi and Tanganyika Ter- 

tine. ritory, treaty with United King- 

Atlantic Refining Co., 344-347 dom peearding boundary hetween 
Australia (see also Attitude of Com- conte ) 939-9 “oo on tS 

monwealth countries and Empire) mpage agreement between United preferences under United Kingdom: 
Trade agreement with United Deonomie Union Osdy eee 

Cc States), ae olaott 145 can business interests, action of, 
urrency devaluation, 228-229; failure of Belgian au- 

_ Imnniigration of Polish Jews, attitude thorities to live up to terms of, 

toward, 562 ; 227-228, 230-233; remedial ac- 
Montreux Conference for the Aholi- tion, 227-228, 232, 233; supple- 

tion of Capitulations in Egypt, mentary trade agreement, prelim- 
representation at, 644 inary discussions respecting, 219- 

Non-aggression pact in Pacific, pro- 234 
posed, 141-142, 144 Belgo-Luxembourg Economie Union. 

Pacific islands claimed by United See Belgium: Trade agreement. 
Kingdom and United States, in-| Boston Blacking Co., 297 - 
terest in, 130, 1385 Brazil, 332, 833-334, 336, 337, 338, 342- 

' Representation at British Embassy 343 
in Washington, 28, 145n Burma, 22, 24-25, 48, 49-50, 54, 58 

Trade relations with United States, 
136-159 Canada (see also Attitude of Common- 

- Import restrictions and announce- wealth countries and Empire pref- 
ment of intention to abolish, erences wnder United Kingdom: 
136, 137, 189, 143-147 passim, Trade agreement with United 

- 150-159 passim States; also Liquor smuggling into 
- . .Most-favored-nation agreement, United States, U. S. efforts to sup- 

_- proposed, 137, 157, 159 press), 160-199 
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Canada—Continued Consular officers. See Diplomatic and 
Alaska Highway, U. S. efforts to ob- consular officers. 

tain agreement for construction| Conventions. See Treaties, conven- 
of, 191-198 tions, ete. 

Great Lakes, Niagara Falls, and St.| Cotton, 94, 268, 269, 380-381, 512, 548, 
Lawrence Waterway Project, dis- 546-549, 589, 594 

cussions with United States re-| Customs privileges. See Liberia: Cus- 
specting new treaty, 168-176 toms regulations; and under Syria 

Halibut fishing grounds in Pacific and the Lebanon. 
Ocean, representations by Can- - ye 
ada and United States to United Czechoslovakia, 235258 agreement of 
Kingdom respecting projected 1921 O44 er 

voyage of British steamer to, 183- Bounties on certain exports to United 191 
Income taxation, negotiations with States, success of U. 8. represen- 

United States for conclusion of tations for discontinuance, 255—- 

addendum to 1936 convention on, 258 . . 

tion and protocol (1942), 188 negotiations respecting, 238-255 

Information concerning issuance of Commodities, 245, 247, 248, 249, 250, 
radio licenses, exchange of, agree- 251-252 
ment with United States effected Danubian preferences, 239, 240-241, 
by exchange of notes signed Afar. 242, 243, 246, 247, 248-249, 254 
2 and 10, Aug. 17, Sept. 8 and 20, Modus vivendi (19359), 238, 239, 248, 
and Oct. 9, citation to texts, 199 254 

Trade agreement with United States, 
informal discussions on possible | Denmark, Montreux Conference for the 
negotiation of new agreement, Abolition of Capitulations in Egypt, 
160-168 participation, 644, 663 

Cant Island, 125-129 passim, 131, 132, | Diplomatic and consular officers: 

. . Afghanistan, U. S. consideration of 
Capitulations. See Morocco; French proposal to establish diplomatic 

Zone: Proposed abolition; and un- representation in, 605-614 

er Wgypt. E , U.S. sideration of advisa- 
Case, P 65.84. 1 eg” 597, 603, 735 oo ity Se “proposing to negotiate 

ina, ’ ’ ’ ] i i Chrysier Corp, 238 _ const ar convention with, 665— 

So OOS ee ane oe G Misstonary Ethiopia, U. 8. withdrawal of diplo- 
. ; er We y- matic and consular representa- 

Claims. See under Germany ; Morocco: tives from, 679-697 
French Zone: Proposed abolition ae ° : 

of U. 8. capitulatory nights; Tar | eee en ly with ate ey. vas . : 
Commercial treaties and agreements. an otene on son protection 

See Trade agreements and under Iran. U.§ el i t int Mi 
Treaties, conventions, ete. ran, ©. to. 718.728 0 appoint Min- 

Commissions, committees, ete. : ister to, (15- . 
International Fisheries Commission, Italy, proposals for convention to su- 

183-186 passim persede existing consular conven- 

Mixed Claims Commissions: U. S.- tions with United States, 496- 
Germany, 348-367; U. S.-Tur- _ 506 
key, 954-958 Liberia: Proposed consular conven- 

Palestine, Royal Commission of In- tion with United States, 804-811; 
quiry on Mandate in. See under representations by United States 
Palestine: United Kingdom. regarding customs regulations af- 

Reciprocity Information, Committee fecting free-entry privileges for 
for, 239, 248 diplomatic officers, 818-820, 821; 

Regional Preferences, Committee on, U. S. Legation, erection of new 
249 building for, 825, 845, 853, 855 

Conferences: Lithuania, appointment of U. S. Min- 

Capitulations. Sce under Egypt. ister to, 2597, 5077 
Inter-American Conference for the| Discrimination against United States 

Maintenance of Peace (1936), (see also Trade discrimination 
762, 822-823 against United States) : 

Montreux Conference for the Aboli- New Zealand, proposed restriction of 
tion of Capitulations in Egypt. trade between Australia and New 
See Egypt: Capitulations. Zealand to British shipping, 95~ 

Stresa Conference (1935), 444 106 .
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Discrimination—Continued Egypt—Continued 
Poland: Direct shipping requirements Capitulations—Continued 

in apparent violation of 1931 United Kingdom, agreements with 
treaty, 548-551; partial defaults Kgyptian Government concern- 
and suspension of payments to ing capitulations, 618, 622-623, 
American bondholders, 535-543 624, 626, 627, 632, 634, 648 

Dodd, William E., 377, 380, 381, 382, Consular convention with United 
384, 385 States, advisability of proposing 

Domermuth, Bertha, 701 negotiation of, 665-671 
Dual nationality. See Nationality. Extradition treaties: 
Durham Duplex Razor Co., 297 Palestine, 675-676 

United States, renewal of proposals 
Egypt, 615-678 to negotiate, 672-678; question 

Capitulations, Montreux Conference of applicability to Sudan, 676- 
for the Abolition of (April 12- 677 
May 8), and convention signed Montreux Convention for the Aboli- 
May 8, 615-665 tion of Capitulations. See Capi- 

Anglo-American exchange of views, tulations, supra. 
632, 633-634, 641, 648 Sudan, applicability of extradition 

Arbitration of international dis- treaties to, 676-677 
putes, 642-643, 648 Enderbury Island, 125, 126 

Attitude and participation of pow- | Epstein, Mrs. Judith, 904 
ers: Albania, 649; Belgium, | Estonia, trade relations with United 

| 644, 662; British Common- States, 259-274 
wealth countries, 644, 647; Modification of 1925 commercial 
China, 649 ; Denmark, 644, 663 ; treaty with United States, Es- 
Egypt, 616, 618, 619-621, 623, tonian desire for, 259, 260-262, 
624, 633-634, 647, 648, 649, 652, 265, 267, 270, 271 
653, 662; France, 644, 646, 647; Trade agreement with United States, 
Greece, 644, 646, 650, 662 ; Italy, preliminary discussions regard- 
644, 646, 650, 662 ; Netherlands, ing, 260, 261-262, 263, 264, 265, 
644, 647; Norway, 644, 663; 267, 268, 269-270, 271-274 
Portugal, 644, 649; Spain, 644; | Ethiopia, 679-717 
Sweden, 644, 662: United King- Diplomatic and consular representa- 
dom, 622-623, 625, 626-627, 642, tives, U. S. withdrawal of, 679- 

: 647, 648, 649, 653, 663; United 697 
States, 617, 621, 625, 630, 631, Italian occupation forces, conduct of 
632, 654-641, 642-643, 645, 648, and native attempts against, 679— 
649, 654, 655-656, 658, 663, 664— 684, 685, 689, 695-696, 701 
665 Missionary activities, repressive 

Convention signed May 8, 652, 656, measures by Italian authorities 
662-663 against, 697-717 

Discussions concerning— Non-recognition of Italian sovereignty 
Educational, medical, and chari- by United States, 448, 477, 478, 

table institutions, 652, 653, 480, 486, 487, 651, 695, 708, 710 
655-662, 664-665 U. S. citizens, protection of, 680-681, 

Financial capitulations, 616, 617, 685, 687-688, 689, 690 
618, 621, 636, 640, 652 Export-Import Bank, 952 

Judicial capitulations (see also | Extradition. See under Egypt; Greece; 
Mixed Courts, infra), 616, Iran; Liberia. 
617, 618, 627, 648; Khedivial 
decree of 1889 and law of | Finance Corporation of America, 882, 
1911, abrogation of, 637, 654 833 

Mixed Courts, transitional re-| Finland, 531n 
gime of : Consular courts, re- | Firestone Plantation Co., 832, 833 
tention of rights during, 651, | Fisher Brothers, 597 
653; duration of, 616, 622, ; Ford Motor Co., 228 
646-647, 649; ‘‘foreigner,” in- | Foreign Bondholders Protective Council, 
terpretation of, 619, 633, 646—- Inec., 585-542 passim 
647; regulation of regime, | France (see also Morocco: French Zone; 
618, 618-621, 622, 623-624, Syria and the Lebanon), 275-318 
625, 627, 629, 631, 683-634, American citizens of French origin, 
635, 637, 638-639, 640, 641, status under French law with re- 
646, 651, 652, 663 spect to liability to military serv- 

Religion: Missionary activity, ice in France, 311-318; revision 
657-662; worship, freedom of paragraph in U. S. Notice to 
of, 652, 662 Bearers of Passports, 314-318
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France—Continued = > ' Germany—Continued. : : 
Currency: Effect of devaluation, 275, Dodd, William HK. (U.S. Ambassador), 

277-278, 279, 280, 285; stabiliza- German informal representations 
tion agreement with United King- ' With respect to certain utterances 
dom and United States (1936), 7 by, 377-385 passim — 

Customs frauds, agreement with Economic situation (see also Trade, 
United States for suppression of infra) : Four-year economic plan, 
(1986), 311 330; Schacht, Hjalimar, 332, 339 

Double taxation convention of 1932, Educational institutions, regulations 
discussion with United States concerning, 322-323 
concerning addendum to, 285-297 Hitler, Adolf, 322, 367-377, 384-385 

Draft addendum, protocol, andj _ Iran, interest in U. 8S. oil concession 
' commentary, 287-295 in, 738, 739, 741 ; 

Tax evasion, exchange of informa- Jews, persecution of, 319-827, 332; 
tion with regard to, 290, 295, B’nai B’rith lodges, dissolution of, 
297 319-320, 321 ; business and profes- 

- Germany, suggestion of plan to pro- sional regulations, 324; citizen- 
vide trade outlets for, 276 ship law of Sept. 1935, 322-323, 

Egypt, Montreux Conference for the 324; “culture league,” supervision 
Abolition of Capitulations in, 644, of, 321; educational regulations, 
646, 647, 652, 659, 663 322-323 ; emigration and re-entry, 

Ethiopia, discontinuation of mission- - 820, 325, 326; funds, confiscation 
ary activity in, 708 of, 320, 321 ; Goering, activities of, 

Palestine, interest in, 898-899 823, 325; influence of external 
St. Pierre-Miquelon, negotiations for events, 319, 321, 322, 323, 325; 

suppression of liquor smuggling meetings, ban on, 320, 321; pass- 
into United States from, 298-311 ports, confiscation and granting 

Sweden, conventions of 1936 relating of, 819-320, 321, 325, 326 
to double taxation and reciprocal} La Guardia, Fiorello H. (Mayor of 
assistance with regard to fiscal New York), informal representa- 
evasion. 297 tions regarding derogatory re- 

, . . ar lor Hitler Trade agreement with United States neta about Chance 
. vy, 867-3877; effects of, 319, 321, (1936), U. S. representations re- 987: official U.S. vi 973374 

specting import control measures} yy, a. Cl cial U. ©. 1€W, olo-vl 3 
in alleged violation of, 275~285 “Claims supra ommission. wee 

F reegom of the press, 374, 375, 376-377, Motion pictures, informal represen- 
es tations regarding warning to 

Freedom of religion, 652, 662 _ Americans against acting in pic- 
Freedom of speech, 369, 370, 374, 375, tures declared inimical to Ger- 

385, 724 man interests, 392-394; German 
French, Elena, 701 film exhibition law, 393 

Nuremberg, Reich Party Rally at 
General Motors Corp., 228 (1937), diplomatic representa- 
Germany, 319-405 tion at, 378-379, 380 

Afghanistan, interest in U.S. oil con-| Oslo Convention (1930), interest in 
cession in, 598, 602, 739 adhering to, 523 

Churches, intensification of repres-| Press attack on United States, 368- 
sive measures against, 320, 332 370, 371, 372, 373, 463 

Citizenship law of Sept. 1935, 322-323, Schacht, Hjalmar, 332, 339 
324 Trade relations with— 

Claims pending before Mixed Claims Australia, 154 
Commission, negotiations for set- Greece, 419, 421 
tlement of, 348-367 Turkey, clearing and compensation 

Drier claim, 351, 363n, 364 arrangements with, 944-945 
Late claims, 352~353, 367 United States, 327-348 
Lusitania claims, 357. Complaint of U. S. diserimina- 
Munich discussions and settlement tion, 340 

(1936), 349, 350, 358, 354, 355, Payment practices, 327-328, 335- 
359-360, 362-363 337; barter system, 330-331, 

Sabotage claims, 348, 349, 350, 353- 343-348 
3635 passim Trade agreement, discussion of 

Colonial ambitions, 821, 826, 847, 852 possibility of, 329, 330-331; 
- Consular officers, discussions regard- attitude toward most-fav- 

ing right to correspond directly | — ored-nation policy, 331, 334, 
with authorities on certain pro- 335-336, 338-339 
tection matters, 386-392 Yugoslavia, 587
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Germany—Continued Iran, 718-766 
U. S. citizen sentenced to death, rep-| Amiranian Oil Co., concession to (Jan. 

resentations on behalf of, 395- 8), 598, 602, 603, 719, 720, 721, 
405 722, 723, 7380, 734-761; pipeline 

Gilbert and Ellice Islands Colony, 126, and concession for, 598, 602-603, 
128, 129 604, 735, 736, 737, 741, T47, 748, 

Good Neighbor policy, 631, 639, 864 749, 750; provisions, 744-747 ; sig- 
Great Britain. See United Kingdom. nature and ratifications, 720, 735, 
Great Lakes, Niagara Falls, and St. 436, 737, 750 

Lawrence Waterway project, dis-} Anglo-Iranian (Anglo-Persian) Oil 
cussions between United States and Co., 598, 736, 738, 744-747, 748, 
Canada respecting new treaty, 168- 757, 758-759 
176 Extradition treaty with United 

Greece, 406-434 States, question of negotiating, 
Commercial agreement with United 725, 726 . 

States, provisional, preliminary Khoshtaria (Koshtaria) concession, 
negotiations for, 406-426 742, 743, 747-749, 760, 761 

Draft modus vivendi, 408, 414-416, Press, foreign, sensitivity to, 719-724 
417 passim, 729-732 passim 

Exchange of notes of Dec. 9, 1924, Reluctance of United States to ap- 
407 point Minister, and continued ab- 

Greek attitude, 417-422, 424-426 sence of Iranian representation 
U.S. view, 409-414, 422-424 in United States, 718-728 

Egypt: Consular convention with, Resumption of delivery of second- 
question of, 669-670; Montreux class mail from United States, 
Conference for the Abolition of (28-734 
Capitulations in, participation, Representations by United States re- 
644, 645, 646, 662 garding trade discrimination, 

Extradition : Conclusion of a protocol 761-766 
with United States (Sept. 2) in- Soviet Union, treaty of 1921, cited, 
terpreting treaty of 1931 and 749 
withdrawal of notice of abroga- | Iraq, 767-784 
tion given in 1933, 427-434; In- Commercial treaty with United 
sull case, 429, 431 States, negotiations regarding, 

Germany, trade relations with, 419, 467-784. 
421 Civil aircraft, 767-768, 770, 771, 774, 

Immigration quota restrictions by 778, 780, 784 
United States, 417 Palestine, attitude toward partition 

Guaranty Trust Co., 297 of, 894-895, 903 
Quotas and exchange control, 767, 

Hague Convention (1907), 642, 643 769-770, 772, 774-775, TTT-T778, 
Harrison Act (1934), 351, 364 779, 782-783 
Hawaii, 96, 98, 100, 101 Shipping, 770, 771, 774, 776, 780, 783 
Henry, Dunean, 680-681 Irish Free State: Arrangement with 
Hirsch, Helmut, 395-405 United States for air navigation, ef- 
Hitler, Adolf, 322, 367-377, 384-885 fected by exchange of notes signed 
Howland Island, 132 Sept. 29 and Nov. 4, citation to 
Hull Island, 1381, 182, 133 texts, 200; Montreux Conference 

for the Abolition of Capitulations 
Income taxation. See under Canada. in Egypt, participation, 644 
India (see ulso Attitude of Common-| Italy (see also Ethiopia), 435-506 

wealth countries and Empire pref- Commercial treaty with United 
erences under United Kingdom: States, negotiations respecting, 
Trade agreement with United 435-496 
States): Lithuania, trade with, Aliens, rights and occupations of, 
512; Montreux Conference for the 450, 456, 475 
Abolition of Capitulations in Colonies, Italian, question of exten- 
Egypt, participation, 644 sion to, 448, 458, 468, 471, 475, 

Inland Exploration Co., 597-604, 608, 476-477, 478-479, 480 
611, 612, 613, 735 Danubian countries, preferences to, 

Insull, Samuel, 429, 431 444, 446, 448, 449, 453-454, 457- 

Inter-American Conference for the 458, 459-462, 464, 465, 466-467, 
Maintenance of Peace (1986), 762, 468, 470, 471, 472, 476, 479, 486, 
822-823 487-488, 491, 493, 495-496 

International Fisheries Commission, Exchange control, 440-442, 443, 444— 
183, 184, 185, 186 445, 447, 448, 455, 474, 485. 

Interstate Commerce Commission, 357 489, 490, 492, 493
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Italy—Continued Liberia—Continued 

Commercial treaty with United Dutch mineral concession (Neep), 

States—Continued proposed, U. S. concern over pos- 

“King Emperor’, question of use of sibility of German financial in- 
title, 447-448, 471, 474-475, terest in, 829-857 
479, 480, 483, 486-487, 492, 494 Financial control of company, 844— 

Military obligations, liability to, 857 passim 
456-457, 468, 471, 481-483 Negotiation of concession, 829-830, 

Modus vivendi, Italian proposal 831-833 
of, 494-496 Text of agreement (Aug. 23), 834- 

-favored-nation clause, applica- 843 
ern an6 480. PP Extradition treaty with United States 
Neutrality legislation, U. S. concern Japane ov. D2 citation Ost posits 

é YY Cc » ‘ , ’ 

one effect upon, 468, 471, 476, ; 829, 831, 88 2 g 49 7 . 

ete ‘ + ats oan agreement wi inance Corpo- 
Quantitat re tn as 440 NBS. 400° ration of America, 882, 833 

461 AG4. 468 471 472, 473 474 Missionary activity, 802, §12--818, 820 

476, 485, 490, 491. , , , Polish territorial ambitions in, Tu- 

Status of commercial relations be- ao eo U. 8. concern regarding, 

tween signing and coming into] qyeaty of friendship, commerce, and 
effect of new treaty, question navigation with United States, 
of, 451, 452, 463-464, 469 proposed new, 785-804; arbitra- 

Temporary commercial arrange- tion provision, 796-797, 803 
ment (Dec. 16), 466, 467, 470, United Kingdom: Financing of Dutch 

471, 472, 473, 486, 488-489, 490, mineral concession, 847 ; proposed 

491, 4938-494 diamond concession, 830-831 ; ter- 

Consular conventions with United ritorial interest in, alleged, 547 
States, proposals for convention U. Ss. Legation, erection of new build- 

to supersede, 496-506 U ge “on , 825, 845, 853, 855 a of 
Montreux Conference for Abolition of ° elibe of, 785-786, 824 id OF, 

Capitulations in Egypt, participa- Lipsky, Louis, 904, 909 

tion, 644, 646, 650, 652, 662 Liquor smuggling into United States, 
Mussolini, Benito, 708, 710, 852 on U. S. efforts to suppress: 

: “ENCE | Miserinko incident, 107-124; Anti- 
Japan, 84, 142, 184, 185, 187, 172, 7, Smuggling Act, 107, 114-115, 119, 

(77-778, 829, 831, 832, 849 121, 122, 123 
Jarvis Island, 1382 St. Pierre-Miquelon, negotiations for 

Jews. See Palestine; Poland: Anti- suppression of smuggling opera- 
Semitism; and under Germany. ____ tions from, 298-311 

Lithuania, 507-516 
La Guardia, Fiorello H., 319, 321, 367- Naturalization, dual nationality, and 

277 military service, treaty with 

Latin America, attitude toward immi- United States | oe 18), 514-516; 

gration of Polish Jews, 562 Trade agreement with Denmark, 513 
Latvia, 510-911 ; ; Trade discrimination, alleged, U. S. 
League of Nations, hearings and opin- representations, 507-514 

ions by Mandates Commission re-| London Agreement (1926), 109, 110, 111 
garding Palestine, 884, 895, 897,| Luxembourg. See Belgium: Trade 

898, 899-900, 906-908, 916-917 agreement. 

Lebanon. See Syria and the Lebanon. 

Liberia, 785-857 Madagascar, 562 
Arbitration convention with United | Mandates. See Palestine. 

States (1926), question of revi-| Mataluni, Biagio, 482 
sion, 803 Matson Line, 96-106 passim 

Consular convention with United | McFadden, George H., and Brother, 544 
States, proposed, 804-811; draft ert tas otf ote 1920 and 1936, 

text, 805-808 . . ' Ganache ’ . . Middle Eastern (Saadabad) Pact (July 
Customs regulations affecting free- 8), 606 

entry privileges for missionaries | Military service, liability of U. 8. citi- 
and diplomatic officers, U. S. zens of dual nationality. See Na- 
representations against, 812-821 tionality.
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Missionary activities (see also under| New Zealand—Continued 
Ethiopia) : Egypt, 656-662 passim; Western Samoa, U. 8S. efforts to 
Liberia, 802, 812~—818, 820; Syria and secure from British Government 
the Lebanon, 816-817, 938 solution for problem of, 210-217 

Montreux Conference and Convention Discriminatory shipping legislation 
for the Abolition of Capitulations affecting trade between Australia 
in Egypt. See Egypt: Capitula- and New Zealand, U. 8. concern 
tions. over, 95-106 

Montreux Convention for Revision of Montreux Conference for the Aboli- 

Straits Regime (1936), 617, 618 tion of Capitulations in Egypt, 
Morocco, 858-880 representation at, 644 

French Zone: Pacific Islands claimed by United 

Anglo-French negotiations, 858-868 Kingdom and United States, in- 
passim, 876; agreement of July terest in, 130,185 
26, 861; declaration of 1904, 858 Trade rejations with United States, 

Proposed abolition of U. S. capitu- informal discussions regarding 
latory rights, 858-880; claims possibility of improving, 203-209 
in respect of U. S. nationals| Niagara Falls, Great Lakes, St. Law- 
and protégés, 863, 869-871 rence Waterway project, discus- 

Trade with United Kingdom, 866, sions with Canada respecting new 
867, 872-873, 874-876, 877, 878, treaty, 168-176 
879; with United States, 859-| Non-aggression pact in Pacific, Austral- 
879 passim ian proposal for, 141-142, 144 

Spanish Zone, U. 8. ecapitulatory | Norway, 517-524 
rights in, 877, 880 Montreux Conference for the Aboli- 

Most-favored-nation principle, 204, 205- tion of Capitulations in Egypt, 
206, 247, 248-249, 329, 331, 413-414, 644, 645, 663 
442, 446, 454, 479, 509, 510, 525, 531, Trade agreement with United States, 
572, 587, 785, 798-800, 947, 950-951 : preliminary discussions concern- 
non-application to certain multi- ing, 517-524 

E i renti , agree- 
arena economic c "(193 fi ). 205996, Oslo Conventions, 225, 522, 523 

Motien Picture Producers and Distribu- Pacific hon-aggression pact, Australian 
tors of America, Inc., 89, 91 proposal for, 141-142, 144 . 

Motion pictures: German warnings to| Palestine, U. 8. interest in British pro- Americans against acting in pic- posals for partition between Arabs 

tures declared inimical to German and Jews, 881-922 
interests, U. S. informal representa- American Jews, attitude of, 881, 882, 
tions regarding, 392-394; U. S. rep- 885-886, 904, 908, 909, 921-922 resentations regarding British leg- Arab-Jewish conflict, 881, 896, 906, 
islation concerning, 88-90, 91-938 910, 911, 912, 9138 

Mussolini, Benito, 708, 710, 852 Beyot, extradition treaty with, 675- 

Nationality, dual, and liability to mili-| Grand Mufti of Jerusalem, activity of, 
tary service: Belgium, 234-237: $92, 894, 904-905, 906, 910, 911, 
France, 311-318; Hague Protocol 913 
(1930), 581; Lithuania, 514-516; Holy places, recommended treatment. 
Norway, 580; Switzerland, conven- of, 890, 896, 898, 907 
tion with United States signed Nov. Hughes, Charles Evans, attitude as 
11, 579-582; Yugoslavia, 584-586 Secretary of State, 883 

Naturalization. See under Belgium; Immigration: Jewish, 562, 881, 883, 
Lithuania. 896, 914; policy, 883, 885, 914- 

Netherlands (see also Liberia: Dutch 920; Polish, 562 
mineral concession), Montreux Con- Jewish Agency, 908, 909, 913, 914, 
ference for the Abolition of Capitu- 915, 917-921 passim 
lations in Egypt, 644, 647, 652 Maintenance of U. S. interests and 

Neutrality Act, extension of May 1, 476 rights, question of, 886-889 pas- 
Newfoundland, 90, 201-202 sim, 891, 901-902, 905, 906 
New Zealand (see also Attitude of Com- Mandates, U. S. view, 901-902 

Inonwealth countries and Empire| Royal Commission of Inquiry, report 
preferences under United Kingdom: of, 881, 8838-889 passim, 891, 892, 
Trade agreement with United 895, 896, 897, 898, 900, 901, 907, 
States), 203-218 908; attitude of Arabs and of 

Discrimination against American Jews toward, 892, 894, 964-905, 
trade in New Zealand mandate of 909
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Palestine—Continued Roosevelt, Franklin D.—Continued 
United Kingdom (see also Royal garding Mayor La Guardia’s re- 

Commission, supra), relations marks on Hitler, action regarding, 
with Arabs and with Jews, 885, 374; Pacific Islands, interest in con- 
890, 895, 898 flicting British and American 

World Zionist Congress, 904, 909, 921 claims, 127, 182-133; Poland, sug- 
Zionist Organization, 890, 894, 906, gestion that Jews emigrate to Latin 

907, 909, 913, 915, 917, 921-922 America from, 561, 562; St. Law- 
Pan American Airways, 185 rence Waterway, Niagara Falls, and 
Permanent Court of International Jus- Great Lakes project, interest in, 168, 

tice, 642-643 169, 172, 173 
Phoenix island group, conflicting Brit-}| Ruanda Urundi and Tanganyika Terri- 

ish and American claims to Sov- tory, U.S. reservation of rights as 
ereignty of certain islands of, 125— affected by frontier changes be- 

— 185 tween, 939-940 
Pius XI (Pope), 561 
Poland, 525-563 Saadabad (Middle Eastern) Pact (July 

Anti-Semitism and consideration of 8), 606 
Jewish emigration as possible | St. Lawrence Waterway, Niagara Falls, 
solution, 552-563 and Great Lakes project, discussion 

Direct-shipping requirement, infor- between United States and Canada 

mal U. S. representations regard- respecting a new treaty, 168-176 
ing, 543-551; commercial treaty | St. Pierre-Miquelon. See under France, 
with United States (1931), viola-] Samoan Islands. See New Zealand: 

tion of provisions, 543, 546, 547, Discrimination. 
_ ° 649-550 Saudi Arabia, reaction to proposed par- 

Economic situation (see also Trade tition of Palestine, 893-894 
agreement with United States, in- | Seaboard Oil Co., 597, 605, 735 

. fra): Baltic trade, 531, 534;|Shippey, Ruth, 701 
debt to United States, 563; effect | Shipping, 95-106, 5438-552 
of anti-Semitic campaign, 560;} Simpson, Lawrence, 399, 402 
peasant difficulties, 560 Smoot-Hawley Tariff. Act. See Tariff 

Liberia, U. S. concern over rumored Act of 1930. 
territorial ambitions in, 821-829 | Smuggling of liquor into United States. 

Payments on various obligations, dis- See Liquor smuggling. 
crimination against American] Socony-Vacuum Oil Co., Inc., 344-347 

bondholders in connection with | South Africa, Union of. See Union of 
partial defaults and suspension South Africa. . 
of, 5385-543 Southern Rhodesia, interest in U. S.- 

Taxes on motor-vehicle fuel and oil, British trade agreement, 24, 25, 27, 
reciprocal exemption of consular 49-50, 53 
officers from, 556 Soviet Union: - 

Trade agreement with United States,| Citation Og additional correspond- 
reliminar i i rd- ence, 

ne OS BS sons regard) yan, treaty with (1921), 749, 759 
Portugal, participation in Montreux| Russo-Japanese fishery treaty, 185 

Conference for the Abolition of Ca-| U. 8. oil concession in Afghanistan, 

pitulations in Egypt, 644, 649 U Peete ansehen Tran interest Press, freedom of, 374, 375, 376-377, in 138-1 2, 7 18-744, 7 48-149, 750, 

aa . WD ; transit rights for ma- Press activity. See under Germany; chines of, 751-757 

° Spain, participation in Montreux Con- 
: ° ‘ . : ference for the Abolition of Capitu- FeO ae ormation, Committee for, la tions in Egypt, 644, 651, 652 

Regional Preferences, Committee on, 249 Spa ente in eee aso S. capitulatory 

Rhodesia, Southern. See Southern} gneech, freedom of, 369, 370, 374, 375, 
4 hodesia. . 385, 724 

Rockefeller Foundation, 661 Standard Car Finance Corp., 539-540 
Roiderer, Richard, 387 ' | Standard Oil Co. of New Jersey, 344— 
Roman Catholic Church (see also Vati- 347, 511 

can) : Germany, persecution in, 320; } Steele, Isabel, 387 
Poland, attitude toward anti-Se- | Stein, Elbridge W., 358 

mitic activities in, 560-561 Straits Regime, Montreux Convention 
Roosevelt, Franklin D. (President) : for Revision of (1936), 617, 618 

Alaska Highway, interest in, 193, | Stresa Conference (1935), declarations, 
194; German representations re- 444.
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Sudan, applicability of Egyptian trea-|Taxation—Continued _ . 
ties to, 676-677 Tax evasion, cooperation on prevent- 

Sweden : ing: U. S.-Canada, 180-181, 182; 
_ Ethiopia, missionary activity in, 701, U. S8.-France, 182, 290, 295, 297 

| 106, 708, 714, 715 _ | Texas Oil Co., 597 
Montreux Conference for the Aboli-| Time Magazine, 737 

tion of Capitulations in Egypt, | vrade Agreements, Interdepartmental 
participation, 644, 663 Committee on, 35, 245, 248, 272, 408, 

Poland, settlement of bond Peo 409, 528.529. 942 , 
to Swedish match interests, ” as 

Trade agreement with United King- Trade Agreements Act (1934), 224, 239, 

switzerland 565-582 Trade agreements between United 
Military obligations of certain per- tates and other countries : 

. sons having dual nationality, con-| Basic U. 8. policy, 1-2, 6, 11-12, 29, 
vention with United States (Nov. 30, 144, 163-164, 204-206, 248-249, 
11), 579-582; citation to text, 250, 261, 329, 334-335, 409-414, 
582 424, 441, 454, 484, 510-511, 521~- 

Montreux Conference for the Aboli- _ 522, 525, 591, 762, 763, 764 
tion of Capitulations in Egypt, Discussions and negotiations with— 

participation, 644, 645 Australia. See under Australia: 
Trade agreement with United States Trade relations with United 

(1936), informal representations States. 

respecting control of imports in Belgium. Sce wnder Belgium. 
alleged violation of, 565-579 Canada, 160-168 _ 

Syria and the Lebanon, 923-938 Czechoslovakia. See under Czecho- 
Customs privileges for U. S. religious, slovakia. 

educational, and philanthropic Estonia. See under Estonia. 
institutions, agreement between Germany. See wnder Germany: 
France and United States re- Trade: United States. 
garding (Feb. 18), 816-817; cita- Iran, 725, 726, 762, 764, 765 

tion to text, 938 New Zealand, 61, 63, 88, 205-206, 209 
Franco-Turkish agreement of May 29, Norway. See under Norway. 

924, 926, 928, 929, 932-933, 934, Poland, 525-5385 
935, 986 Turkey, 941-954 

Lausanne Treaty of 1923, 923-924, _ United Kingdom. See under United 
926, 931, 936 Kingdom. 

Sanjak of Alexandretta, status of,| Trade discrimination against United 
882 States: Australia, 136, 137, 139, 

-U. 8. citizens of Syrian or Lebanese 143-147 passim, 150-159 passim; 
origin, French confirmation of Belgium, 227-228, 230-233; France, 

. continued application of Knaben- 275-285 ; Iran, 761-766; Lithuania, 
shue-Gouraud agreement (1921) 507-514; Poland, 525, 526; Switzer- 
regarding U.S. protection of, 923- land, 568-569, 570, 572, 575; West- 

- 938 ern Samoa, New Zealand Mandate 
Citizenship status, 9238, 925, 930, of, 210-217 

931, 936-937 Transi n, itu it? 

Property rights, 923, 925, 928, 930,| "Cy Daiseting Bod) oars Partition 
. 932 . Treaties, conventions, ete.: 

Oe ands, 028, 02h 2) | Act of Algeciras (1906), 859, 872, 874 
° U g. rights mn (1924) 868 ms Air navigation, arrangement between 

a ? United States and Irish Bree 

Tanganyika Territory and Ruanda State effected by exchange 0 
Urundi, U. S. reservation of rights notes, Sept. 29 and Nov. 4, cita- 
as affected by changes of frontier tion to texts, 200 
between, 939-940 Anglo-Belgian treaty regarding boun- 

Taraboletti, Attilio, 482 dary between mandated terri- 
Tariff Act of 1930, 12, 19, 116, 189, 255- tories of Tanganyika and Ruanda 

256, 327-328, 336, 345, 408, 527, 532; Urundi ( 1934), 9389-940 © ; 
countervailing duties required by,| Anglo-Egyptian treaty of alliance 
255-256, 327-328, 336 (1936), 622-623, 627, 632, 636, 676 

Taxation: ‘Anglo-French convention for the abo- 
Double taxation. See wnder France. lition of capitulations in Morocco 
Income tax (see also under Canada), and Zanzibar (July 29), 861, 862— 

desire by Newfoundland for an |}. 863 
arrangement similar to that ac-| Arbitration convention, U.S.—Liberia 
eorded Canada, 201-202 (1926), 803



970 INDEX 

Treaties, conventions, etc.—Continued | Treaties, conventions, etc.—Continued 
Capitulations (see also Egypt: Capit- U. S.-Turkey, protocol of 1874, 629, 

ulations), U.S.-Moroeco (1836), 636 
863, 868 War ciaims, U. S.—Turkey (1923, 

Commercial treaties and agreements: and supplemental agreements), 
Anglo-Moroccan (1856), 872, 873 954—958 
Denmark-Lithuania (1938), 513 Turkey (see also Syria and the Leba- 
Germany—Greece (1937), 421 non: U. 8. citizens), 941-958 
Germany-Lithuania (1936), 508 Capitulations, abolition of, 615 
U.S.Estonia (1925). See Estonia: Claims settlement, adjustment of pay- 

Modification of 1925 commer- ments due United States under 
cial treaty. agreement of 1923 and supple- 

U.8.-Germany (1923), 387, 388-389, mental agreements, 954-958 
390, 891, 392, 774, SOL Montreux Convention for Revision of 

U.S.-Italy. See Italy : Commercial Straits Regime (1936), 617, 618 
treaty. Palestine, national home for Jews, 

U.S.-Morocco (18386), 863, 868 attitude toward, 881, 882 
~ U.S.-Ottoman Empire (1830), 629, Sanjak of Alexandretta, status of, 882 

636 Trade: 
U.S.—Poland (1931), 5438-551 passim Germany, clearing and compensa- 

Consular rights. See Italy: Consular tion arrangements with, 944—- 
convention. 945 

Dual nationality. See Military obli- Policy, 942, 950 
gations, infra. United States: 

Extradition (see also under Greece), Trade agreement, preliminary 
U.S.-Liberia (Nov. 1), citation to discussions respecting, 941— 
text, 811 954; commodities, 944, 946— 

France—Ottoman Empire (1740), 686 947, 951, 953 
German-Iranian convention for regu- Treaty of commerce and naviga- 

lation of payments (1935), T61—- tion with United States 
766 (1929), 767, T74, 944 

Hague Convention (1907), 642, 643 
Iran-Iraq, treaty of July 4, 726 UVlen and Co., 540 
Knabenshue-Gouraud agreement re-| Union of South Africa (see also Atti- 

garding protection of U.S. citizens tude of Commonwealth - countries 
of Syrian and Lebanese origin and Empire preferences under 

(1921). See Syria and the Leba- United Kingdom: Trade agreement 
non: U.S. citizens. with United States), Montreux Con- 

Lausanne, Treaty of (1923), 923-924, ference for the Abolition of Capitu- 
926, 931 lations in Egypt, participation, 644, 

Liquor smuggling convention, U.S.-— 647 
Great Britain (1924), 107, 110, | Union of Soviet Socialist Republics. See 
118, 121, 122 Soviet Union. 

Military obligations of persons having | United Kingdom (see also Ethiopia: 

dual nationality : Hague protocol Missionary activities; Palestine), 
(1930), 581; U. S.-Lithuania 1-135 

(Oct. 18), 514-516; U. S—Swit-| Afghanistan, interest and representa- 
zerland (Now. 11), 579-582 tion in, 605-606, 610 

Montreux Convention for the Aboli- Egypt (see also under Egypt: Capitu- 
tion of Capitulations in Kgypt. lations): Consular convention 
See Egypt: Capitulations. with, consideration of, 669; 

Montreux Convention for Revision of Treaty of Ailiance with (1936), 
Straits Regime (1936), 617, 618 622-623, 627, 682, 636, 676 

Naturalization. See under Belgium; Halibut fishery of Northern Pacific 
Lithuania. Ocean and Bering Sea, represen- 

Oslo Conventions (19380 and May 28, tations by Canada and United 
1937), 225, 226, 522, 523 States against projected voyage 

Soviet-Persian treaty (1921), 749, 759 of British steamer to, 183-191 
Taxation: Tran: Amiranian Oil Co., attitude to- 

Double taxation, U. S.—France ward concessions to, 748-749, 750— 
(1932). See under France. 751, 758-759, 760; Anglo-Iranian 

Income taxation, U. S.-Canada. Oil Co., 598, 736, 738, 744-747, 748, 
See under Canada. 757, 758-759 

U. S. rights in East Africa, U. S.- Liberia. See under Liberia. 
Belgian treaty and protocol (1923 Morocco, French Zone, trade with, 866, 
and 1924) and U. S.-British con- 867, S72-873, 874-878, 877, S78, 
vention (1925), cited, 939, 940 879
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United Kingdom—Continued | U. S. Maritime Commission, opinion on 
Motion-picture legislation, U. 8S. con- | shipping situation in Tasman Sea, 

cern over, 88-90, 91-93 98-103, 106; British reaction to, 
Pacific islands, conflicting British and 104-106 

U. S. claims to various islands,| U. S. Post Office Department, activity 
125-135 regarding non-delivery of second- 

Poland, negotiations regarding pay- class mail in Iran, 782-733 
ment of obligations to bondhold-| U. 8. Supreme Court, opinion on U. S.- 
ers, 538, 589, 541, 542, 543 Belgian naturalization convention 

Protest against seizure of motor ves- of 1868, 237 
sel Miserinko by U. S. Coast} U. S. Treasury Department (see also 
Guard authorities, 107-124; pre- Trade Agreements, Interdepart- 
vious similar cases, 110, 115-116, mental Committee on): Couniter- 
119-120, 122 vailing duties, imposition of, 528; 

Shipping, informal discussions with double taxation convention between 
United States on restriction of United States and France (19382), 
trade between Australia and draft addendum, protocol, and com- 
New Zealand to British shipping, mentary, 286-295; German curren- 
95-106 ey policy, opinion on, 327-328, 346, 

Tanganyika ‘Territory and Ruanda | 347; liquor smuggling from St. 
Urundi, treaty with Belgium re- Pierre-Miquelon, opinion on pro- 
garding boundary line between posed French decree, 301, 305-306, 
(1934), U. S. reservation of 307, 308, 319-811; tax policy, 202; 
rights, 989-940 U. S.-Norwegian treaty of friend- 

Trade agreement with United States, ship, commerce, and consular rights, 
preliminary discussions respect- interpretation of, 497 
ing, 1-94 

Attitude of— ; Vatican (see also Roman Catholic 
Amer Tet ae Church) : Ethiopia, action respect- 

oe ’ Tats ORs ing Protestant missionaries ex- 
37-38, 42-43, 46-48, 62-63, pelled from, 712-713 ; Palestine, ar- 

. 65-68, T-, 83-85 rangements concerning holy places 
British Government, 8-10, 14-15, in, 898; Poland, attitude on anti- 

18, 21, 22, 23-26, 85-37, 39- Semitic activity in 561 
40, 41-42, 56-58, 71-72, 73-74, , 
76-77, 78-80, 81-83, 87-88 . 

Commonwealth countries, 10, 15,| Warburg, Felix, 908, 909, 921 
32-33, 34-35, 40-41, 44-46. War Claims Settlement Act (1928), 351, 

48-55, 57, 58-62, 63-64, 68,| 364 366 
69. 75. 77. 80. 88 estern Sanioa. See New Zealand : 

Commodities, 7 8” 24 25, 88, 45 Discrimination against American 

52-56, 57-58, 64, 74,76 rade. - 
British concessions, 16-18, 19, 22, Whale oll, 518, 521, 5238-524 

31, 36, 37, 48, 49, 59, 72, 73, Wise, Rabbi Stephen S., 553-554, 555, 

75, 79, 82, 88, 84, 85, 89-90 | ,,,_ 996, 904, 909, 921 
U. 8. concessions, 15-18, 19, 20,| World Court, 642-643 6 

30, 31, 35-36, 37-38, 79, 83, O4 Worship, freedom of, 652, 662 

Empire preferences, question of, 7%, . 
9-10, 12, 18-14, 15, 17-18, 20-| Yugoslavia, 584-596 
21, 22, 25-26, 27-28, 30, 32, 36, Commercial relations with United 
40, 41, 44, 52, 59, 61, 62, 67, 69, States, proposals for regulation 

74, 76, 80, 81, 85-88, 90-91 of, 586-595 
United States Lines, 305, 307 Most-favored-nation provisions of 
U. S. citizens: 1881 treaty, Yugoslav willing- 

Naturalized citizens of German ___ hess to set aside, 586-587 
birth: Contribution to nation,| | Yusoslav proposals, 588-590, 592- 
376; loyalty to United States, 093; U. 8. position, 590-592, 
press release concerning, 381 ag Dee O9H as 

Protection of (see also Nationality, Military service, liability of U. S. citi- 
dual; and Syria and the Leba- zens of dual nationality, 584—586 
non: U. §. citizens of Syrian or| Naturalization treaty with United 

Lebanese origin) : Ethiopia, 685, States, status of proposal for, 584 
637-688, 689, 690; Germany, 286— 
392, 895-405; Protection of | Zionist Organization. See under Pales- 
Nationals Act (1907), 236, 937 tine. 
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