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Blda. 
c. :"'o-D 

':bt toUowl.nc letur 10.t t.oda7 aent by Qa.1n:;;an Jam L. t.w11.- ot tabor•• 

~l.aan !JMCUe, t.o ~mor CUlbert. L. Ol.am or Calltomi&t 

ltl)lrl.."\1 Ol.U" per1cm&l conference in San F'ranciaco on Oct.obtlr U, w diacu.s.sed 

tbe propos-ed Contor.nc• or progressive loaders or eleven ~tt.-tm St.at.e1, then bein&: 

organit.ed by Mr. Norman tl, Littell, Assistant to t.ho At.t.ornoy Oenonl in Ch&rse ot 

the r..anaa Dividon, DepartMnt. o! JUat1co, and ltr, tt.o.roh&ll t . Dimock, Soc~d Anitt­

ant. Secr ot.ary ot tho Dop.&rt.mon.t or Labor. You wUl roc.&ll that. we were in aube~ 

tW qreectnt. that t.hoto .. ntlemen were 1,)\U"su.ing a.n unwise eourto by their aecret. 

.::etl'lods a! or;a.n.la.ation and t.he1r oxcl~ion or labor part.icipation. 

1n ;.cc.ret &I'd a.ro prepo.ro!t to ia:ru:J: the tall &."111 a.as:QQbl.e t.bo Contoronco tor s<:oo 

~\.t 1.n Ja.:mary, 1n Salt. Lake City M" aa=o o\bar convon!ont. city. 1'b: aocNt. agenda 

!0!" t.h) Ccnto,..."\C:C hu bcMm ca:::pl.eted a.."'d t.bc organi~rs ot t.hia Contor.meo a.N 

P2lt~ clbpoa11.1on or t.ho NcNtrallty Bill \7 Corlgrl)aa bc.tor~ t..~ ileu&nc:4 ot Ulolr 

p~e UU tor t.M Contorcnco. 

•Labor1e No!'HI':~ortit.a.n t.oa;ue 1s opposed t.o the holdlna ot th.h Conference tor 

tl".e followi ng ro4tona 1 

a , The eoureo or its conception and tho turropt.it.ioue JNLMOr 
in 'tll\ich it.s oraanizora have worked. 
~ 

b. TM doubttul aouree o! 1 t.s ti.na..,eos. s.n anon)'IIIOUI incU Yi­
dual in Co.litorn.La to counted upon t.o )f'O'tido • plont1tUCS. ot I&Of'IOY· 

c . 'ft.e q\IOttlonable lolallt.y tU"'ddr tho Holt® Act of tho actlvi­
t1o. ct Utt4ll. and ll:I.Mek. 

d . The el..ltht. t•o S3nator eurt.m ( . ~r o.rxl 0\.hor i"*t Uberala 
1n t.bo Tl1tet. 1lho M.,. not boe."l c~ted and 1lho aro alat4d to be euluded 
t'l-a:a L"ao Conterwtc:o. 

o. 1be exclu.ion ot labor tr<:c t.hl J)rirll.cgo ot -.kin; succut.lons 
tor & hi! ti.uto pros:Nn .. 

t .. Tho eoerot plans to uso tho CM!o.roneo: to lAunch a t.hird-ttJnD """"· . 
111 doubt t-hat. tho Proa1dont hbs knowledt;e or or would approvo t-ho pl.ans or 

tbe~ O'VUrzoalou.a 1.nd1v1.dual• ro11ponsiblo ror t hb progTam. Aa1do trcD hil roccmt. 

9"JbU~ uttcrancoa, his r.bu.ko ot Socrot.a.ry '.'iallaco u..r~ a \'Cltit.o Uouoo Soerot.a.ry, 

StOph~ Earl)>, should carey conviction. 

•tw a.r• adYiMd that lAbor ' • Uon-PIJ'1.1.san ~ hu i uu.d 1n.atn~.ctlon.t to 

lt.a va.rtou. Ol&imt~n 1n t.he elown &tteet.ed st.at.u to retrAin !'rem 011:1 pe.rt-ietp&ticn 

1a U. PI"'ppMcl Can.t u.nce, 1t 1.a t.e:r cal.l.ed to &a Hllbl,. in Salt Lllce C1 ty or ~ ..... 
Sincerol¥ _. •• 
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COLOMBIA 

su~geated Agenda tor Conterenoe at Treaaurr pepRrt~nt, 

A. pronpecte ot a successful debt settlement ct Colombia's 
~utetnndlng debt, 

1. Present status or debt settlement negotiations 
between the foreign bondholders and the Colombian 
Government. 

2. How much are the torelgn bondholders likely to 
accept as a m1n1mum? 

}. 'llhllt 1a Colombia' s CRpaoit;y t o pay? 

(a) Can she raise the tunda i nternally (1) t or 
the Federal debt? (2) t or the local government 
debt? 

(b) Can she raise the neces sary f oreign exchange? 
Co.. 

~ . Poasib1l1ty or developing ~ fl exible scale or 
debt payments. 

5· status or sterling debt settlement . 

6. W1ll she bs able t o service tliAiil~ew debt a s well 
aB set t lement or t he old? 

B. Desirabil itY or extending oredlta to Colombia. 

l. 'olhat are Col ombia' s short -term needs t o meet 
emergency exchange situati on? 

(Uore 1ntormation needed aa to the acuteness and 
cau ea or ~e eaergency situation. ) 

2. Long-term needs. 

(a) For monetary stabi l i zat i on. 

(b) For economic development . 

C. Colombi a ' s roreign trade proeneote. 

l . Ettect ot war on Colombia ' s trade. 

2. Long-term trends. 

D. Proepect ot Colombia attract ing forei gn private capital. 
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TO 

SUbJeo~: 

1. 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Secra~ary Korgen\hau 

Kr. lh1te 

Coloabia 

The Debt Situation: 

(a) Coloabia hae an internal Federal debt or 78,500,000 
peeos ( $45 ailliona) whi oh has been aerTiOed oontt nuall7. 
About one-halt oonaiata or a floating deb~. About one­
halt ot the internal Federal debt ia held b7 the Cental 
Bank. The larger part or the bonde beare interest ratea 
ot 6 and 7 percent although about one- four th beara in­
teres t troa 3 t o 4 percent. The 7 percent doaestlo 
bonds are now aell1ng at about 88. The current Budget 
oarrlea an expe nditure or t 5 1/2 alll i one to ser.tce 
the internal debt and external ehort-teN deb~ . 

(b) She hae an ex~arnal abort-term debt or $19.3 allliona 
con~racted 1n 1930 (at a t1ae when Ooloabian bonds were 
not marketable) wbioh 1s being eerTioed in full. I t 
oarriea a low rate or interest and 1e held alaoe t en­
t1rel7 b7 the National Oit7 Bank, ao tar aa we know. It 
waa originall7 granted with oond1tiona in•ol•ing re­
Tiaion Of budgeta.r7 procedure and alteration Of the 
adalnietration ot railw&7•· 

(o) The external long-teN (nati onal and municipal) 
totale $159 a1 ll1one -- exoluain ot t 55 a1l l1ona or 
interest arreare -- ot which $82 ailliona ia local 
Gonrn-nt obligatlona. 'l'be debt 1e largel7 a dollar 
debt, there being onl7 $12 allliona in s terling oblige• 
t1one out ot $159 millions. 

(d) Colombia ie now 1n complete detault on her long­
tera external debt -- both national and looal. Partial 
default began in 1931 and coaplete default tn 19}4. 
Interest arrear• on her defaulted riatlonal obl1gat1one 
ha•e now reached $22 a1111ona, the arrear• on local debt 
are t 33 a1ll1ona. 1\111 eer.tce on tha national debt, 
would take $4. 7 aUl1ona, and on the local Gonrnaenh' 
debte t 5.8 ailliona; these tigurea ooapare with a 
natlonal budgeted expenditure ot t 50 allliona annuall7 
and local Go•ern.en t expend1 ture• ot perhaps t 35 ail· 
lion e. 
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s.ore \a1'1 llorpntbau - 2 

Local OoYernaent ax~amal bonda h&Ya been .. lUng tor 
t l2 w t20 tor llall7 :raara &D4 it h reported that a 
large YOlUM ot thea h&Ye 'been rapuroh&eed b;r Q1e 

looal OoYemMD~a but •• baYe no datinite d&~a oa 
\ha -~tar. 

(e) !be preeant gonrn .. nt ot Coloabia h&•• publlol:r 
atated their 1nten~ion ot aeeting ~heir external ob­
llgationa honorabl;r. AI reoaaU:r ae Sephabar 211, 1939, 
ex-Preeidea~ Lope& Who waa 1A law York wHh \he ruaored 
purpo11 ot epeadlag dab~ 11ttle .. ll~ aegoUaUoae a seured 
\he Pan- Aaerioan soo1et:r th&~ Ooloabia would re- pa;r­
Mnt ot ih t oreign obl1gat1oae and that budgat&1'7 pro­
v11i ons had alre&d;r been aada. We do not haY a an:r 
in toraa ti on ae t o the de tails or the otter aade b;r Loper. 
when ha wae up here laet aonth, but 1t 1• our under­
etand1Ag that the ott1oiala 1n the B~a~a Depart .. nt 
oonai dered 1t a reaeonable otter. Laet :rear Coloab1a 
ottered to pa;r l i t o 3 peroeat ( Ya1'11ng w1 th her 
export aituat1on) with aaor~1r.a~1on auepended t or 
eeYen ;reara, and no aoal1ng down ot the principal 
on the national debt. !he otter wae a ot accepted. 
&~ ~~ ~i .. ~he raderal OoYeraaant authorized \he 
looal OoYarn .. nta t o nego~iah aapara~a deb~ eettla­
aent on the condition the~ Ule;r did not otter better 
terae \han the bondholder• go~ rroa \he llational 
OoYernaent. 

2. Coloabia1 a redara1 budpt 11 in good ah&p!. 

Coloabia baa been opera~iDg under a balanced redera1 
budpt dnoe 1935. !hie ;rear it appear• tbet aha aa:r 
baYe a align~ aurplua. The atruotura and ada1nietra­
t1on or the radaral ~ax e;raha baa been 1apro1'ad 
during the paa~ t'iYI :reare. !ba rederal ra1'anue 
during the t1ra~ e1gbt aontha or th1a :rear ahowa a 
aubatant1al 1aorea11 oYer U1e t1rat e1gbt aonthe or 
l aet ;rear ( t 32 a1ll1ona a• ag&1nat 127 a1ll1ona) . 
We haYa no da~a on the e~a~u• ot the State and 
looal public t1nanoa. 

Coloabia axpeota 1norea11d reYenue troa bar greatl:r 
exp&D4ed oil production Which will h&Ye ih full 
etteot t or the nrat tiM next :rear. !!>ere will 
ba aoM lou ot re•enue troa the re4aoa4 iaporta 
bu~ probabl;r not enougb w otteet the gain in 
rt•enue. 
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seore tar7 llorpn tbau - 3 

The 19llo Budget oarr1u $1.9 aUUone t or eel'T1c1ng 
her external l'ederal debt . That uoounte t o 2i per­
cent of the outetand1ng federal debt. 

J. Coloabia'• rore1gn Exchange Bituat1on1 

'C I 
-~-

(a) We haTe no eT1dence, ae Jet, ot any weakening of 
Ooloabian exchange during the paet couple of monthe. 
Though her gold boldinge declined during the t1ret 
eeven aonthe, eucb decline wae larplJ eeaeonal. 
During .Auguet abe inoreaeed her gold and torelgn ex­
change holding• b7 eoae $2 a1111one, bringing up her 
tore1gn exchange aeaete to $2~ a1ll1one, which 1e 
approx1 .. telJ ae .,oh ae ehe hae had 1n the laet few 
reare. We do not know her preeent hold1nge. 

Her exchange hae been ooaparaUTelJ etable at 57~ 
on the dolla.r elnce 1935. Exchange reetriotione haYe 
been 1n e tteot e1nce 1931. 

ExolueiTe of the foreign exchange needed to eerT1ce 
her debt, Ooloab1a neede approx1utelJ $12 a1ll1one a 
rear to aeet her adTeree balance of payaente. Halt ot 
thla wa ie t o eupplJ exchange tor the t ore1gn enter­
pr1eee in Ooloabia -- ohieflJ Standard 011 attil1atee 
and United rru1t. 

4, Ooloab1a'e rore1gn Trade Poe1t 1on: 

Coloab1a hae had a taTorable trade balance t or aaDJ 
reare, but 1n the t1rat e1x aonthe of 1939 her la-
porte roee bJ eoae $9 a1ll1one wblle her exporte did 
not 1noreaee. !hie 1e exolue1Te ot gold exporte. 
Duri.ng the t1ret e1x aonthe ~ld exporte alaoet 
doubled (troa to a1ll1one to $11 a1ll1one) onlJ 
part ot wb1oh ar.oee troa expanded production. 

Her oh1et exporte are coffee - 54 percent, oil -
20 percent , and banana• - ~ percent. The Un1 ted 
Btatee 1e her aoet t.portant oueto .. r , purchaeing· 
6o percent of her exporte and eell1ng her 5~ percent 
ot her laporte. GeraanJ wae eecond, eelling her 
17 percent of her laporte and taking 14 percent ot her 
exporte . United J:1ngdoa and Canada oaae next on the l1et, 

Ooloab1a eelle .,ch aore t o the United Btatee than ebe 
bu71, While ehe bu)'e aore froa Gera&nJ and the United 
1:1ngdoa the:. ehe eelle thea. OUr eal .. to Ooloab1a 
baTe 1noreaeed b)' JO peroent during the t1ret e1~t 
aontbe ot th1e 1ear, wblle our purobaeee troa coloabia 
1noreaeed onl)' lO percent • 

.. 
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s~cretary Yorgenthau - 4 

5. ; rrects or the War: 

Colombia wlll lose her sales t o Germany, Last year 
these ~mounted to about $1 mill l on a month, chi efly coffee 
but this loss should, during the coming year , be l argely ' 
compensated for by (a ) her increased production and exoort 
of ~old , a nd (b) a s ubstantial increased output of oil. 

Since the United States takes 80 oeroent or Colombia's 
coffe e nnd Canadn substa.ntial amounts , ~nd s ince Colombian 
corr~e l e or such a quality ns to be leas sensitive to a 
oecline i n coffee demand, the loss of the German coffee mar­
~et should not be a serious one for her forei gn exchange 
s1 ·u~t i on . Altoget her it would seem that a cont i nuation 
or the wnr should, during the coming year, leave Colombia 
ao ~~vorably situated as ever . 

It ~ust be borne l n mind, however, that coffee olays 
oo 1~ ort~nt a role 1n her exoort trade (54 percent) that 
~n1 substant i al decline in coffee orices beyond t helr pre­
sent low level would ser iously reduce her sun~ly or foreign 
exchen.e and seriously affect her domest ic economy. 

6. '.'.hnt ~oes Colombia need at this time? 

It is nossible that Colombi a may be in need of a $5 or 
il C mill i on short- t erm credit t o tide her over the creoent 
e.~~r~ency s ituat ion. However, not having hor trade tlgures 
tor t he cast few months nor her gold holdings since September l , 
·;e cnnnot say defin i t el y whether she is in an acute emergency. 
If Colombi a does have an emergency s i tuation she is a good 
risk for a $10 million loan in view of her expanding o11 and 
old indust ry and her general excellent economic situaUon. 

7. Colo~bia nefds long-ter~ ea~ital : 

Colombia' e economic situation ~as good uo to t he out break 
o· t~e war her future very proois ing, her copulation lerge 
(9 : il l i onl , her feelings toward AOerica oleasant , a nd her 
stra t egi c i mnortance for the Canal great . PoliticellY 
Colo~bia c omes closer t o be i ng a true democracy than any 
other stat e in South America. 

Colombia could 1n our opl nlon, fruit fullY use long- term 
lonna or $10 mill i~n a year for the next several years ; for 
1~provement of her transportat ion ~ystem , a turther extension 
or her domestic 1ndustr1es , and rurther agrlcu\ ur al reform. 
Colombia also is des irous or re-purchasing her railways now 
~wned by British interests and probably would desi re t o sub­
stitute a domestic debt t or a !ore1gn debt . 
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COLOIIBI.l 

lJlliiHARI IJIJ'OIUU.'l'IOII 

Public J'inanoe 

1. Annual expenditures by national govem~~ent 
$50 million, by looal governments $35 million. 

2. Budget balanced ainoe 1935 but t h1a is without 
servicing external long-term debt, For eight 
months or 1939 revenues are ahead of 193$ and 
exceed expenditures al1ghtly. 

J. Tax eystem improved since 193?-36. Income and 
exoeas profits tax revamped. 

~. Chief sources or revenue: Oustooe, J0-35 percent; 
1noome and exoess profit~ 20 percent. 

5. Oh1et expenditures: National detense,l7 percent; 
debt service, ll percent; publi c works, 20 per­
cent; education, 9 percent. 

6. National budget tor 19~ oarriee $1.9 million 
tor resumption of service on external debt, it 
it is reaumed. 

7. Revaluation ot gold in 193$ netted 16,000,000 
peaos ot vh1oh halt was used tor paying ott 
government debt, five sixteenths tor public works, 
three eixteentha tor an exchange stabilization 
tund. 

Publ1o Debt 

1. 

2. 

J. 

External long-term debt ia in t ull default. It 
amounts to $159 mlll1on, ot vh1oh $$2 ia local 
go1'8rnaenta and 1'77 national go1'Brtu:lent. In­
tereat arrears total 122 a1llion on nati onal 
goTBrru:~ent debt. Ninety percent is in dollar 
bonds. 

External abort- term debt, largely oontraoted 1n 
1930, ia tl9 million and is being serviced, 

Internal debt of ~~ million ie being serviced; 
half ie bald by tbe Central Bank1• Internal debt 
did not expand notably after 193*· 
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4. Negotiation or debt seUument baa been badly 7C) 
bungled by American bondholders• comaittaea. 

5· 

6. 

Looal government issues and ieeuea ot the A8r1-
cultural )!ortgage Bank guaranteed by the national 
government are believed to have been repurchased 
1.n considerable quantities by the debtors. 

No gratt or corruption at t ached to t he original 
dollar flotat ions, but there was much waste and 
extravagance; one third or procecde was used 
productively. 

Foreign Direct Investments 

l . 

2. 

3· 
4. 

l . 

3. 

4. 

5· 

6. 

Total $150 million, or which American $125, 
British ~10 to $15. British largely in railways, 
American 1n oil, bananas, mining. 

Al:lerican investment dat es from World War. 

Remis sion of profits was permitted during depression. 

Government recently rewrote petroleum code so as 
to attract di rect investments . 

In 193g, exports were S92 mill i on, imports Cg9 mil­
l i on. For tbs first six montha or 1939, imports, 
$55.1 million; uports, $1lg.2 m.illion. 

United States trade position very etrong; we sell 
50 percent of i mports, buy 59 percent or exports. 
Germany second with 17 and 14 percent. United 
Kingdom supplies ll percent or imports. Canada 
h thi.rd beat market with 9 percent. 

Normally abe bas heavily favorable balance of 
trade with United Statee, unfavorable balances 
with Germany and United Ki ngdoo . 

Germany made great gains during the 1930's. 

Ch1et exports: Coffee 54 percent, oil 19 percent , 
gold 17 percent, bananas 4 percent. Germany bad 
taken 14 percent, being especially important mar­
ket tor oottee (15 percent) and bananas {15 to 
20 percent) . 

Imports during first balt ot 1939 were unusually 
heavy partly in anticipation or war ebortagea 
and partly tor bus1nesa expansion. 
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Industry 

1. 

2. 

:;. 

4. 

5-

6. 

Bulk ot population is concerned v1th agriculture 
although o1l and gol.d aocount tor one third ot 
uporte and are 1no~aei~ relat1Ye to tana1ng. 
Are etill not eelt-e~tticing tor tood, although 
have abundant arable land made unattractive by 
transport d1t tic~l t iea. 

Competitive poeition ot basic ind~etr1ee i e 
strong. Cottee ia mild, ~sed tor blending, 
a~ttera lees t han Brazilian 1n volume and price 
it war softens the market. Leadl.ng prod~cer 1n 
world ot 1111ld coffee, and second only to Brazil 
1n total cottee prod~ction. 

Bananae are American trade; much trouble with 
labor and with plante~. 

Fa1l~e to break up large estate& 1e maJor social 
problem. Peasant&' revolt in 1934 was eroded with 
promise ot making land available tor ownerah1p, 
but have tailed to do eo. 

011 and gold are expanding under foreign owner­
ship, largely. Platinum and eCI8ralde have long 
held important world trade position. Hides are 
exported 1n large q~ntities b~t potential in­
crease is small. 

Kanufaot~ing ot consumption goode ia expanding 
behind high taritt walla. An uneoonom1c develop­
ment . No heavy industry ot impOrtance ia likely. 

American-Colombian Relati one 

1. 

2. 

Relatione strai ned tor quarter ot oant~y by 
Panama i no1dent. Panama had been province ot 
Colombia. Its movement to independence rao111-
tated building ot Panama Canal. Roosevelt said 
1 I took Panama.• In 1922 we apol1g1zed t o 
Colombia and paid $25 m1111on to soothe teel1ngs. 
011 bad Just been d1aoovered and we wanted to 
exploit o1l. 

Is strong eoonomio basia t or close political re­
lation. We take 59 paroent ot exports and sell 
50 peroent or imports . Eoonomias are complemen­
tary. We take three to~ths ot cot tee wh1oh 1e 
baa1e or really nati onal econCJ111. Ve hold 90 
perosnt or external debt and bave -de 90 per­
cent ot direct 1nveataenta. 

"CI {.. -
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Summary - Oolombla 

- 4 -

3. Signed reoi pr ocal trade agreement in 1936. 

4. She bas been pro-United States at the inter­
American conterenoea. Powertul force tor democ­
racy. Favors belligerent neutrality pro-allie s . 
Has strong strategic position relative to Panama 
Canal . Since her internal air transport company 
1A German wi th German reserve officers as p ilot s 
we have asked her to take steps adequa tel y to ' 
protect herself against potential etteot or such 
penetration. 

~~1ng Structure 

1. 

2. 

3. 

4. 

There i s a Central Bank, 3 government-constituted 
mortgage banks, 10 nat ive oomoeroi al banks, 4 
tore1c;n banks, 3 miscellaneous credit instituti ons. 

Foreign banks do perhaps one fourth ot co=eroial 
banking busi ness . National City Bank or New York 
is the American bank but its position is much lese 
important than our trade pceition merits . 

Central Bank was established 1n 1923 on Kemmerer 
reoomoondat1ono. 1·1as roorganlted 1933· Kemmerer 
recommendations much or1t1o1zed as imoraoticable. 
Is permitted by l aw to deal dlreotly wi th publ i c. 
Government names 3 ot 9 directors; holds leas 
than half of t he stock; reet held by banks and 
local interests. Its autonomy was preserved during 
depression. Government borrowing from 1t was heavy 
during 1930- 34, but no i ncrease t he reafter. 

Government guarantees obligations of Uor t gage Banke. 
While the Agricultural l!ortgage Bank is in default 
on bonds , 1t bas continued to pay interest on i t a 
stock even it held abroad. In 1932 governcent 
se t up a Central Mortgage Bank to relieve other 
banks of ecce of burdens of depression. 

Technical Assi stance 

1. 

2. 

Oolombla has bean tirm bel i ever in use or foreign 
t echni ci ans . Has had Kemcerer finance advisers, 
Gorman educational misoion, Swiss ouatoma and 
mi l itary missi ons, Belgian telegraphic mission, etc . 

Kemmerer 's work was widely crit icized; much of h1e 
recommendat ions proved i mprac ticable. 
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Foreign Exchange 

l. 

2. 

). 

4. 

Exchange restrictions since 1931. 
ciation ot peso (43 percent). 

Heavy depre-

In 1939 had import licensing, prior permits tor 
imports, exchange restrictions; permitted remi s­
sion ot earnings; there wae no tree market; there 
were clearing arrangements with Germany and Japan 
and special arrangement with Italy. 

In November 193S, revalued gold, eetabliabed ex­
change stabilization tund ot 11. 7 million, 
atab1l1zed exchange rate at 1. 75 peeoe to dollar . 

Produced $1,000,000 more gold than was exported 
i n 1934-JI!. In 1939 up to J.uguat Jl , gold and 
fore i gn e.xchange holdings tell by $2.J 1111ll1on. 
Has $23 m1ll1on 1n gold and produces 8111 m1ll.1on 
annually, with output r1e1ng. 

llatural EndOWlllent 

1. 

2. 

) . 

4. 

6. 

Area twice that ot France; population IS, 700,000, 
third largest in South America. 

Lise 1n tropias but on the uplands where the bulk 
of the population lives the alimato is healthy 
and stimulating. 

Unfavorable topography made costly the building 
ot transport facilities and impeded growth ot 
national spirit by isolation or aommunities that 
intensified 1ndividual1etio spirits. 

Is close to United States (1,700 miloe) and stra­
tegically close to Panama Canal. 

Leading gold t>roduoer in South America ($115 mil­
lion annually) . Enormoue potential producer ot 
oil; platinum and emerald production among leaders 
in world trade; copper, l oad and zinc deposita 
are uncertain 1n extent and undeveloped as ye t . 

Have no great depoa1ts ot iron, and although 
coal reserves are great , futuro power require­
mente will be met by oil and water power. No 
111tel1hood ot an important heavy industry. 

~·03 

Regraded Unclassified



- 6 -
•m "7 - Cola.b1a 

2"04 
7. Cl1aate and aoll a11Uable tor t1ne oub cropa ot 

cottee, banan&e and eYentllally cotton and to­
bacco 1n good quant1t1ea . B11t are at lll not 
ael t-alltt1o1ng on toodatutta , deap1te a11ob 
arable land. Inadeq~~acy ot traneport tao111-
t 1ea obet ructe daYelopaent . 

Poplllat1on 

1 . ~.700,000; meat1zo 1e dominan t el ement; 5 per-
cent pure Negroea tor ooaetland work. 

2. Catholic 1ntluance ••rr atrong. 

3· Language 1e Span1eb . 

~ . OYer 50 percent 1111t erat a ; Cat holic 1n1111enoe 
1n &dllcat1on 1a great. 

5· KaYe talled t o attract a1&aabl e European 1aa1-
grat1on; ta1l11re t o break up teudal- 11lte large 
eetat ee and unl1ltal 1bood ot newcomer reaching 
ownerehip or hie land 1& obat J'IIotion . 

6 . Capital 1e Bogota w1t b pop11lat1on ot 260,000. 

7. Ha•• daYaloped amazingl y etrong nat1onal1et1o 
apir1t deep1te earlier indiYidual1a t ic epirite 
ot 1eolated coaaunitiea . 

~ . Are a ooneerYat1•e people b11t aa long ae 
a•o1d eolution ot land problea, there 1& an 
eaar baae tor etirr1ng 11p unraat . 

Traneportat1on 

l. 

2· 

~. 

5· 

UntaYorable topograpb,J and l arge a1ze ot count"7 
delayed traneportat1on. 

2,500 a1lee ot rallwaya ot wb1ob ~ percent 
go•ernaent owned and balance Br1t1ab. 

Large expenditure• on road& and rail• dnce 
intliiX ot Jaer1oan aoner 1n 1920' • • b11t plane 
ware 11ncool'd1nated and t bua a~&ob waated. 

RiTer naY1gat1on 1e important b11t &low and 
&J'dUOII&• 

KaYe plan tor apend1ng 15 m.1llion on b1gbware 
1n next three yeara . KaYe been apend1ng 20 per­
cent ot bu4get on pllblio work&· 
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Pol1t1oal 

1. Prea1dant Eduardo 8antoa elected 1938. Liberal 
Party b&e ruled e1noa 1930. L1ke 1ta oppoa1-
t1on 1t too 1a ude up ot large l andowner• but 
1t 1a more ant1-cler1cal . Adopted m1ddle-ot­
road conciliatory program. Failed to attack 
land problem despite a revolt by peaaanta in 
193~ on that 1aaue. 

2· Oloae approaoh to true democracy. Free preaa 
and tree apeeoh. 

3· Growing nat1onaliat 1o ap1rit will ultiutely 
react to disadvantage ot toreign capital but 
meanwhile publicly proolals daa1re to attract 
capital. 

~. Flood or new reTenue troa expanding o11 indus­
try will enable gover~ent to evade 1eauee and 
maintain st atue quo. 

5· 1932-3~ Leticia diapute with Peru csuaed ex­
panded military expenditure• , t hough aettled 
peacefully. Have been unabl e to deflate 
military e1noe then. 
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1. Colombia h the fourth larcest coUDtry in South .&.r.orica 
in aroa IUI4 th ird 1n population. J.raa 11 htico t hot of Franco 
about 44o,OOO oquaro milaa. Population it 8,700 , 000. ' 

2 . Colombia lice geographically 1n tho t ropica, but a t 
1oaat one-half of the area b~ reason of i to altitude is in the 
teoporat e or noar temperate 2one climatically. The mountaida and 
hl;;ll pla t eauo abcTO the low Yalle;,ro and coaoUando are capable of 
"\..t'!llolrt1:o....; u ·:i ... .JJ"OI.ls people. .And here , at alUtudo• 4 ,000 t o 
3 ,0)) foot above sea level llvea tho ~lk of tho population in a 
he&ltey at1nulatl"'l climate. 

3eforo tho white can eaoe , the Cblbchoa d~ollod on those •~ 
:obanaa , &D4 the Chibcbaa vere Nl boDOred race: tbo;r vere a 
YiGorouo voll-1ntegrated people with a conaidorablo knovlodie of 
~Ttcultu.rt and the arta 3llCi. e. re1yectecl !oru ot tovet"I.Went . 

j . 'l'opottrapb¥ baa been a tr4«le ba.rriel' to conatructioo of 
t r :.:aport facllitloa. All t he porta on bot h Carlbboan and PacHic 
nro cut oft troa the interior by atoao mounta1na; coamuni catlon 
1o dl.t'flcult except by the rivers flowing froa 100untalns to t he 
oea. Rivor navtsation la slow and t\rduout, inTOlvoa liNCh loa.ding 
ttnd unlott.d1nt; , and in certain see.eona nocotaita tea waiting for the 
:ra.i ne. 

~ . Topogra~b;,r ia re.nonolblo t oo for a long laola tlon of 
varioua are•• vhleh eauaed a develonment ot •n intenaely 1nd1•1dual-
1at1c an1r1t 1n each re~ioo. IntenSe local loyoltiea wero do~elo~ed. 
An4 yot , out of tbooo local lo;,raltleo , long tlchting tor !deale 
dovoloood tho preaont atrongly- contrallsod government . It ls a 
"'roud Aehlevcent to haYe bullt un ao atron.g 8 ae.nae of nationality 
on tho foundation ot ao ~ holated cocaWiltioo. 

5. Topocraphlc araao are: 

a . Paclflc coaat - denao bot ateaalnc ror~ata . difficult 
ot ace••• and ocantll;,r lnhob1to4. 

b. Veatern Cordillera - lowaat and l eaet continuous or 
tho three graat .Andeao ~·· 

c , Cauca Velley - famed for beauty and fortlli t ;,r. 

d, Central Cordillera - paaaoa nro Cow and high: 30 
to 50 mll .. vido and oxtondlnC north oono 500 Dlloa , 
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~=·.n.~ 
(ContillUOOd - 2) 

e. ~one Valley - l ong DD.rrow ~alley whleh h ~he 
ch1ot but 1cperfect !'Ollte of ac::ceaa to interior u'OlNlde . 

r. Eattern Cordillera - hero aro the coat tnnortant 
h!'h for~llo oabanaa whore l !voo o l ara• port ot ~ho 
1>0]>\llatlon . 

S· Llano• or plains sloplns !ro~ !oo~ o! t ho Eaa~orn 
Cordillera to the Orinoco and Amaton Rivora . 

h . Caribbean coutel ulaln - ho~ lowlanda. oartly 
awao~. tropical area. • 

6. Proxi::tl ty to the P- CM&l . It h clooor ~o ~ho lln! ted 
s~,tea (1 , 700 c 1lea) ~the other countr1oa or South Aner!ca . 

7. I ~ 11 t he only coun~ry in South .borlu "hh u~enotft 
rro.:ace on both the Atlantic and Pacltlc. 

8. River ayatem 11 of quite extensi~e . Interior ri•er~ l ike 
tho !~d.Alone., Ca.uca. and Atrato; and Colombia oxerchoe 110vere1gnity 
over ~rt or the oourae ot the groat Amason ond Orinoco Rivera. 

9. 'l'bo ooil and cllma.t e are oapecllllly ,...11-auHed !or ~he 

nro~h~etion of n mild, high- grade coffee , a vide area it tui te.bl e 
for bn.nMAI , and cot too and tobacco h&ve det1n1to OX'I')ft.ntibility here. 
Su.,"l\r cone could be denl oped altbo"OSh currently Ulo coun~ry h stlll 
a not hrnort.er. 

10. The =lueral endowont h cagnltlcont 1 (lloUt llo adequate 
eolosieal tur•ey bas 7et been oade. 

a. Ooldt Coloabla 1o the leodl.,.; producer lJI South 
korica. Ristoricall,- • the l'AI b08D ODe Of the ~;Teat 
&Old-producl.,.; areas ot the ..,rld . l:lo>&Dalon pou1-
b111t1ot exceed those ot &At other South A=erlean nation. 

b. Copper , l oad and %inc are known t o bo ••a.lleble , 
bu~ thuo tar t re.nal)()r~ dlttl.cultloo ln the WAif o! openl.,.; 
minu thAt require handll.,.; ot ~~&torialo on a ~·~ 
bo.ala haTe prevent ed • ayet eat\UC eoarc.h tor auch depoeit a 
ouUable f or modern mlniue cethodo . 1/o la>ow oho b&s thee 
but do no~ la>ow lf' t he depeolto are ot co..,erclal. 
iiiJlOrtance, 
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ll.A!rUlW. lli!IDOIII.amr 
(Continued - 3) 

c. Petroleua: ~ificent rcaervet aa.ure ber a 
place of proainenoe aa one of vor141 t ~reat productra 

ot oil. 

d .. PlaUuiD: One ot t ho largeat :PJ'Oducoro: tor a 

ti""' vaa the le~ producer until Ruao1a repined 

poa1t1on In 1924: nov erAll•ngoa Canada tor second 
!>lace. 

e, l=eral~: It vorld1a chief source. 

t . llu.llding atone and clq are vldoly dlatrlbutod, but 

cement has continued to be imported becaute when cement 
millt are in the interior, tr&naport ooate make it 

cheaper to aunply co&et&l citioa froa abroad. 

g . Coal; Very large reaervea baTe been re'pOrted., Often 
oaid to be l argoat in South ~erica. It Ia true that 

coal 11 vldely found an4 t hat vhere Qlnod the coal haa 

boon of fair atoac quality an4 found In bedo of vor~ble 

but not .:reat tblckneoo: It lo broken an4 faulted an4 

actual a.lnint; conditlona are oot too t'&TOrable. It ahova 

siena ot being aatlafe.ctoey tor cooking. 

However, thore haa never been a locol deo&nd adequate 

to at1trul&te ope.nint; of big coal ainoa a.nd thore it no such 

l:novn sbundanco or GOOd ehaap coal aa vonld stllllull\to 

industries. l!allva¥o an4 1111&11 industrial planta ban been 

amrplloo; bcuaebold 1a veey lloited: bo=•• are not hcnted. 

Prediction ia that coal will never achieve aora than 
local reatrleted ta,or~~ce . Vhen novor requirement• rlae 

there v111 bo o 11 and vatti"'))vtr to ''"'· 

h. lront I ron baa been found at varioua pointa but never 

in ouch qunntltloo aa in tho c roat producing uoao ot tho 

world. Transportation dittlcultloa making dollvor,r d iffi­

cult have enabled a few local eentere to 'Oroduce but the7 

cannot bcpe to coapete an4 aurrin Laport Co:IJ>Otltlon If 

ever tranaportation 1a adequate. 
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POPULUIOJ 

1. PopulAtion io 6,700,000, ot vhich the dooin&Dt eloaont ia 
:eotho . VbUe the IAdiaD croup boo liMn better aoolall&tod than 
1n auch countr1ee ae kaudor , ther• 1a a.a I.Ddian outlook uonc a 
l~.rbo 'Proportion of the population. 

Five percent of tba populetioll lo puro nogrc , coopr1olnc en 
iJIIl)Ortant labor group in t he coa•tluda, aa at evedorea or workers 
on tho oe.na.na plantationa. 

2. Progrooo fro• tho ladien Ylevnolnt 1o in tho direction 
of the a,sgreooln !forth -"'eric&D rather tb&D the lm-ooeaD. 

J . i'ba omall croup of pure whitao controlo the boot lend 
pr.d t he government. 

4. Catholic lntluonco baa boon exoeptionall.r otronc. !!'he 
Conservative party which controlled duri~ tho twentieth century 
uo to 1930 '"'" otro~ prc-<:hurch . Undor 1t the edue .. tlon r.nd 
oolltlco vero lerpl;r llomlnatod by tho church. !l"be nrooent Liberal 
0-~venuent 1s aoc evhat less auacoptible t o church influence. 

5. I.on&uas• 1o Spo.nllh. 

6. !l'horo lo conolderablo native prldo In Bo~ota ao the 
•Athena of South Acer1ea. 1 Position aa A cultured aren it r$thcr 
dca~rately deeirod. 

1. !l'bo nov of lluropean lomlgratlon bao failed to reach maJor 
..,ro!)Ortlon.a. She hal f a Ued to aake '-!&ration attro.ctt•• or to 
puo lava faTOrable to I to reeeptloll, Sl=all-l.an4hold1ng lo not 
enco~ notablT. 

8 . Over 50 percent of the population lo illlter&tt. Sacondt.ry 
ochoolo are about ono-fifth run by Oonrnnent ""d 4/5 under private 
control; elomento.ry echool e are in Government h&nde. !hero are 17 
unlvoroitT !acultlao, 13 ngrlcultural cellos••• six oohoola of 
dent!otry, 

9. Public heoltb vorlc bao bean of sroving la""rtaDCe, llockefeller 
Iott1tut1on bas ~lped ~eatlt in control of tro9teal 41eeaaoa, etc •• 
••~ In or'*"hatlon ot the local health oerrtce. !he deMh rate lo 

Ml.l that of Chile, r.nd the natural lnoreaoo double Chile'•· 
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POPUL.U'IOI 
(Contln""d - 2) 

10 . Capital 1o llogote., "" 1nl&Dd city of 26o,OOO : ot her 
c!t!oa are Bar&nquilla l4o,OOO: Cart~na 100 ,000; Kadollin 125,000: 
~ani tAl lt 100 ,000 . There le eone14erable 41ttorence betveen citiea; 
l·!odollln , for example, it aa.id t·o bo ea))eaiel.ly onterprhing , vith 
!to doooond&Jlta of the original Spaniah Jeviah colony. Duonavontura 
it tho l10 ttoat port ill the tropico, and porhapa tha 41rt1eot. 

11. Jor &n a rea oDCe oo ioolated ill indi vidual coCICUJlit1ea, 
u .or e 1a a ourprhi~ aonao of nationality , a loyalty to thinj:a 
Colonb1M , which may expr·eea itself erTentuallJ in Ytry 4.raatie 
at81')t 8-QUnat torelc;n enterpriae. BoveTor, tor t he tble bo1n«, 
~ 1roct inYt ataonta a.re being encouracect. 

12. Tho 1>00plo are naturall;y conaorvat1vo aad. tho c!oo>l.nanco 
of ":ho Catholi c church would. calce for coa.aenoaUm and OP!)Oei U o.a 
to IUCh racUc&l d.O'f'alopconta at co!I3Wliaa. Tat, tho na.rrov ower .. 
ohi n of load baa caused cuch unroat and !n 19}4 a pa&aanto' rCTOlt 
ae.lo it clear that the land prol>lea 1:1111t be oolYad. 
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'l'?.A!lSPO~IQI 

1 . Vnfa•ora.ble to!lOeraPh¥, la.ree a he ot tho country , e..n:1 
w !kcl1hoo4 of devaloplnl: traffic !n r .. aonably 1hor t 1)0r!oda , 
i .. va ol.ockod the oonatru.ction of tran wportc.t1on tacU1t1ca. 

2 . Thoro o.ro 2 , 500 m!loe of rail""!'l of which SO percent are 
Jovornr.1ent-ounad. The lJritish br.ve $10 C11ll1on invoat.aent in 
raUwa:~a . Thoro l a no single trunk line nnd tho ulat.l&.&g r a.ilwa.ya 
, crvo t o tie up individual centers ot ~pulatlon to A river or 
tc~nort or to provide cocaunicatlon round river bars and rayida . 

Foroi£'1 rn1lv~ building 1e con!!no4 lartttl.T to t he or c- Yal' 
-.e r1o4. S'uch line• vere l..Mdeq\11\te aDd M.To been eonaldercd un­
aat hf'nct.ory, 10 t hat aloce the World l.'ar &D4 in the future ra il­
V&J bull dint ..,., t be """ected to be lodted io Oover=eu~ lwlde , 
ro~bly t l-.rough Oo-verru::en~ external loana. 

3· l>.lrint the 192011 the ......,ant or ~5 c illiona by tho 
n1ttd. St a t es Oo•ernoent in t.)Ologr tor the P~ incident , and 

n.c n ood. ot ca!)ltal froa Hev York, cauaed an ene.neion of trana­
ortation facilities Ul'ldcr Governnent construction. In 1924 and 

19.!; , ~19 milliooa ..-ere apent on ra11V&J buUdioc . 

4 . \J'ntortuna tol y , the public vor~..s "Pro3romt of tho 1920 1a 
\fOrO \UlCOordino.tcd twd. inadcey_uatoly plculned . Jor oxr.mQle, u 
unnocentu"/ rnllwa,.v conne-c ting two va U e:ta oach of wh1ch had its 
own outlot to tho aoa 'fle.s conaidered advltablo . Aa the Poder-al 
Oovermcnt tri ed to bore a tunnel for t ho railway throue)l the 
QO\lnt&i n r&f\C:O IO,!)Ql'ating the two vallO)'I • loc&l Oovornmontal 

ut.ho ri t1ot woro busy building an alcot t e~U8lly exnonalvc road 
over tho top or the a9iCC range. 

ITotU 1922 tbore vere oo autocobilea in Bosota and no M Tod 

ttr c:ot.a, Du.t t l".e nood. of llev York money ])&Ted 6o ailea of streets 
tnd t ho autoaobllca cace. 

5. lU ver navill"Uon bile bee.'> i.=ortant , but H h alov and 
~l'duoue , i nTOlvoe auch loadi.ag and unloMlQ5. end ottec eeaaooal 
\''&1 ta tor t he r ains . 

6. In 1939 , tho Government Ao,roved & $5 cill ioo hi~v&T 
conatruct.lon program tor t hree years , slthough the aou.rce of !\lnda 
f or t h lo nurpoae vaa not ~lte clear. 

7 , In 1938 a railv~ vao boUGht !or $6.5 mil l ion• f rom Bolgiao 
ovnera , wi th a cred it arrange=ent that called tor aervlcing r egara-

1011 of def~ltod debt, 
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POLl!lCAL SI~!IO~ 

1 . ~r~dltion of political lnota~lllty, Thoro a re oald to 

have been 27 civil ware , many conatitutlona. Civi l varo cua­
nlD•tod In the three ;reo.r ve.r of 1899-1902 wbon fatall tloo ro.n 

into tho hv.Ddrode of t houll&nda. '!'hat wao tho lAst IJ&jor Ul)hoo.Tal, 
?hereafter, until 1930 t h o ConoorT&tiTo part:v nroTldod flra 
l e.Aerohlp rolo.t1T017 peaceful. Since 1930 thO Liberel Part:v 

IlLs euocoootull;r maintained lt""lf in llOWtr with a mlddlo-of- tho­
roa.d progrem. 

2. Conaerve.th ·e Part7 ia oompoaed ot large landovnora an4 t he 

Catholi c Church vbi ch ia very a trona bero. 

Llborel Part;r wblch fo"'Oht lo~ wara ~nat tho ConaorTatln 
?c.rt:T h altO COJl!)Oie4. of lar&e l&a4owera, but it !&YOre ct"l&ter 
rell(rioua freedoa and a looaonl~ hold of tho church on odw:atlon 
and politico , Actuall ;v elllco t hey got Into office In 1930 the;y 

have not been much more proaroeaive than tholr opponente . 

3. !he decree to whi ch doaooratic procedure proTAlll hero 
lo'U vell llluotrated in tbe oleettoo of 1930, inrlque OIA:va 

Herr-e%1\, a TOUIIC progreaal H, orpnised hla C&:lpaicn in ••ry abort 
tine, carried I t to tho - r oml tleo of tho count r;v b7 a lt'pl.Ane. 
Va<:lllntlon of the Arohbllhop who had lo~~g ht\d propondel'Nlt ln."lu­
once l oot hlm hlo political preetige and enablod the Ola;ya Liberal 

Pa:ty t o eweep int o ~wer . 

~. 1D 1934 the Liberal candidat e Ilr. Alfonoo Lope• (who bas 

been In thlo eountr;y thh ._er on what lo reported to bo debt 
r.egoUatlona) vaa eo uniYoraally e.ccepted. tOOt the Conaenath·ea 
n&!!led no candidate 8lld Lopes with a aid4le-ot-tbe-road proorenlva 

p rocroc , ,..... elec t ed with prnot leal unnnlllit;y, 

5. Shortly &ft er Lo~z c~e into office , thare vaa a neaaanta • 
r evolt . !l"hov.aan4.a ot pcaaaota drl.,.en to do~crction by the a ncie.nt 
ayate:-A of abaontee l.a.Ddlordiaa aroae in anae4 insurrection to 
<l e::alld tltlo to the lo.ndo the;y and their torofo.thero bad tolled on 

Wider virtual feudal bondeco. 

Lopez i u u ed a otatmont reeo(illlzlnc tho Juatle• of tholr 
elalmo and promlo i 134: r e fOl'llll . Be auppr ooood the r evolt with l\l'lliOd 
!'orca. ActuLll7, hove't"or, be and hi a part..Y never affected the lB.n4 
refonaa aM the feudal orp4l :ation ot eooloty eonU.ttuea. 
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POLI~ ICAI. SI!U.&!ZlOII 
(Continued - 2) 

6. AGDJ.n i n 193& tho Liberal Party candi 4eto won. Ro 1a 
r.dUAl"clo SD.ntoa , nov Preaident . 

7. Tho Liberal PIU"ty p roGroc on tho vhole hao boon conoilic.­
tor ;• , althoUGh t heir new constitution of 1936 l>O,.,ito all tom• 
o! \lo'OrthiJ'I , t o tho great d,iopleaaure of t he Churoh croup. 'l'ho 
Constitut ion al10 carrie& vague provi s ion• tor tho division ot 
rbtontoo-ownod oatatea , etc., but nothing rAdical ia l ikely to 
be dono. 

8. The Co..nuniat Party shoved. ooce atreot;th 4urioc; tho oleo­
tiona of 1934. The area 1o not considered recr,>tive to co-=nim 
b.cc;:.c.ce the ,eople a.re conservative and quit e obo4.1e nt to tbo die:­
.... tea of the Church . ltut atr 1kea in aow:e ret;iona , e~cial.lJ' 

~>i:.tt toreltln b&na.n&, etc . coope.nloa bavo been rN.ltiolyin,e and 
c,rr.untat tnnuenco he& been su8!)8Ct.ed , 

9. Doapite the topo(;l't:.;>hical b=riora and the frJ.1ure o f 
t}.a uaau to participate w1 th the an&l.l U'OJ)Or group in y roapcrity 
of tho reGion , there hM been a c:rout nc tendency to n.o.tionalit"~C 
•'l'ich dooo not brighton the outlook for foroi!lft coope.~~ioa. United 
i'ruit. CooPtul)" in!luence ln the ba.na.na roglon hAt been dhthl.Ctl7 
C hallCnj~Od, 

10. Ono di!ticult y with tb> cocill(l booa in oil 1a t hat It 
v1ll ~ro\'1de an eaay source of lmoenae rovonuea t or t ho Oovernoent 
nnd thut nroJudlce the l eaders to maintain the lt&tUI quo , vlthout 
••r1oua etrort to settle such problema ae tho land -probleo . 

11. In 1932 a diaputo with Peru onr I.eticia cauaed !.=enae 
! l!tr.ry OXJlenditwca . The diapute vao aottlod pcocotul.~ in 19}4, 

Lut oot untU the Co1o,.b1en Gonrocent had ao enlarpd ih a!litUT 
eat•b1!ahDenl u to provide 41tf1cult1ea oicco in br1"4:1~ it nov 
to • .,,.. nractic-.1 1eval . Bo=b1llf: p1..aa were boQ&ht and Gen:u 
:>4 k1oricnn allit..,..J teclmic!sna """'loycd. J.:rey ""' !ArGC11 

clnOllded. 
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l'OJ!)( 0:1' 00 'fllllXMIII! 

1. Colo~bia 1e • d~ocracy , pafing mor e t han lip aorTico to 
t lte 14o&. 

2 . 'l.'ho Pruidont is elected tor a to\11'-yoo.r term by 'OOpul&r 
vote . He owointa h1a cabinet e.a woll aa loco.l Oovornnont heada 
auch oa dopnrtcontnl governors , 1ntondenciet, cocharioe. H1a 
torn h tour ye.ara . 

3. There &re t~o hou~ea of Congreaa : Houte ot ~oaontativea 
anU. Senate . Se.natora a re elected by doMrtmont.N. aeaenbbaa for a 
!our-year tora . Benreaentativea are elected by nopular Tote tor a 
tw- rca.r tol":: . The ltou.se haa currently ll8 •oaber·a, tho Sonnte 57. 

4 . Zhere &re 14 depe.rtr::euto {SU.tea) vhioh ooJoy only "OAl"tial 
euto!IOI'I)'. 'l'l:ey elect t heir l ocal let;hlaturea acd aUll tu.•• right 
to ~ their own ficancea. But t heir Y)()VIr to bor--rov abroad 
,·lthout tADcUon or tbe national Oo"Term::ent haa been reatrlcted, aa 
h•a been tholr oower to s ervice external debt . 

5. i'ra.nchloe ia extended to t hoeo who can road. &nd write P..nd 
t.cve el thor l\ minitlum 1ncol'le or property ot I}'!'OCitied value. 

6. ~\ore io e f ree n roaa vbich avails its elf fully of ita 
llrlvllosoa. Speech 1& free e.ctually and thooret1call7. 
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1. Colomb!.& h an agricultw&l countr y a o tar ao tho bulk 
of tho co~tion 1o concerned. While oil and &Old nccount for 
one-third ot OXQorta and t:~a:r 1nere6ae relative to agrlcultv.ral 
prod.u.ct.a , tho volume of ooployt:~.ent l a relatively IRI&ll in theae 
tndustr1oa . ror the internal economw. cottee, liveatock, docea­
tlcallJ' CODI\1.11)04 tooda, and ba..n.anaa Mvo aoro il:rnortMc e. There 
1• a l orgo area ouitable for egricultura but tranovorta tlon dif­
flcultioo cauoo onlT a •~all portion to be uood ao yet. 

2. The cO<lpotitive pcaition of baoic in 1utrioo in 110rld 
garkoto io oound. 

J, Coffee 1o e. £00d oild C[U8lit)', uaod lart:ol)' for bleo4ieg, 
occ·.r:o-ln,e a 'OOtitlon in t he ::ark.et au.,erlor to th&t of 3radl1e.n 
corree. It vill au!fer less in TOlu=e an4 ~ice 1! the var aoftena 
the coftoo -r<-t . Colo,bl.a 1s aecond to 3ra:11 in coffee 1>roduc­
tion and in oup!>l)' of coffee to t he United St&teo, but it i~ t ho 
loa41Q£ ~roducer of clld coffee. Uatlve ovn8rah1p dlatl~!shee 
coftco trom other le.ad.i..ng lnd:u.atriea. 

4. 3anann induatry de,endo on American eroortoro . lfuch 
ue,l"' labor h&a been uaed. - Tt.ere l;.aa boon much acttation for 
na~1onnli•atioD and in the 1nduatr; tho di!ficultieo vith labor 
nod w1tb native ~laoter6 have been unuaually troquent . 
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5. Hidoo form a minor agricultural export . 

6. Lllndlloldioca are large and thoro 1o a diop ro1>0rt1onatol:r 
largo 1>0pulat!on vorkieg on the land of othera without ho:;>e of ever 
achic•ine l&nd ovnerahip , 'lhe discontent of thio croup toroa a 
aajor oocial problem vhich ia being evaded, 

1· 011 and cold are e:rpendieg induotrioo v1 th a procioieg 
futuro. Jn platin"OD Colo::tbl.& 1o OllO of th vorld'o leadi.eg proQ:<:ero. 

s. l'....,utacturieg has been increul.nc behind b&a"J' tariff 
protect too aDd. the 4wrec1ated curr·ene.t. She conth:uee to be a 
bee.,- food Un>orter ai>d textile importer and vould do vell to expand 
ouch production , if le .. economic ect1Y1t7 cuat bo undort&lcen, 
rather than &nutr.cturieg 1n which ohO hao oor1ouo dioadvante,ses. 
C!CI'ro , c!r;aretteo, to:rt1lee and fiour are amo!lll maJor local ,.,.,. 
tactu.re4 ,ood• . 
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.IIBRICJJJ-COLO!GWI !!!!1..\tiOllS 

1. !tebtlont vitb Colooble. vere atra.!ned. tor a o,_u.e..rter of a 
~e t u-:· '-ec&uat of the Ptwe.ma incident . 

Por"'ra had been n pr ovince of Colonb ia. Colombia. ho.d t rantad 
, Mr.cenlon to a lrench comM ny for the buildine of a etLnal acrou 
tt.~ h tJu::ut . rrench com1)&nY wont be.nkru;pt Md AlriGriCM anocule.tor a 
0'\.1 l u l ho st.ook P.lld then lobbied Cot'l$rcao into vot1Dr&. the pu.r­
~t, 11e o: U1t l'renoh concctBion in 1902. 

In 1)03 lhe United States n"'lQtlated with Coloobl a {or o. lease 
3( str' of land e.croat the I athcut bordertnc tho 1>l"'DOaed canal 
:- 1U, o,·er vhieh w ~uld M.ve oo11t1eal. oontrol o.nd tor which would 
.. ~, h '"tlftl' ~ente to Coloc'b1a. Colo=-blan Senate rotused to 
~!!.·. :-~crN.tt.er a rewlt broke out in Pe.ntwa. Colo.nbian troona 
_ !!!l~ ty l n &rriYing in t~e to ~uell the ro.olt, due it l. 
,: r u ~erlctu~ lnte.rferenee. &nd Panal.\a declt\re4 herself lncie-

•-r-t, ~ok}T ~bo UnHed Sta teo recop>hed b<lr 1Ddo.,.ndence 
~ · :e11 tv• t a ter). and Roosevelt could later •A¥ •t took P~• 
~.. rucent v1U. P~ -.-as r eM.lly mdo And t he canal built • 

.;,. e r Prelld ent tlil aon e. treaty &X!)reaeint; our re6ret and 
. : o L'- \.') ~ Coloobtn G25 oillione in &!'oloo wa1 dre.wn un but 
t" l. :;c. ubllc• n• in the Sona.te retuaed t o ro.t1fy on tho g rowld.e lt 

tit lt.tid ~ alur on Roosevelt . 

lly Hr rd 1JtC' 1 t.lme , however, oil \'10.8 dhcoverod o.nd o1l=en trt>.ntod 
• :1~ .aUy rela t.iont. Qttickly RepublicM votoa wore awitched over in 

VJr of • Co1ombiM tront)' Md t ho treAt¥ vent throuch In 1922. 
11 ror\u:tion atPr tod tho aNne yea-r. Standard 011 "'"-' lOf'l6 the only 
r ..cer ot o U and t he l.Arge~t aint;le tarnqor. 

<. ~ollon U.toreato (Gulf Oil) 1on& hold th Barco Conc .. olon 
!" ,.. a.r.,. ltt.r~r thaft Bhode IaUnd, about 200 cllea !ron the 

:•rtbb•~ and vor\b f8buloua euaa for ltc potential oil uroductlon. 
; lo"bl a t.vlce e&tlcelle4 the conceaalon clabtln,a t he tema 1-..&Ul not 
eer r.et. . fM Ste.t• Departcont prcaaed. tor rea toraUon 14 1928 
•t r_,,1,1.., t """ene4. In 11a.1 1931 t h e l aat tour a llllon dollars of 

" l"'~"r. no. ted in 11ev York vaa unaccountably hold U'O 8114. 1n J\Ul.e 1931 
~,lo~bl~ reet ored the Darco Conceaaion to t t• Wellona And a fev da;s 
'rter Coloab la cot the $4 cilliona. T'he Stf\tl Denartment baa o&de lt 
clf~ r t L&t. it rAd nothing to do vith thie strant• coicc14ance . Since 

en the Mellon• eold their concees iou to TeXAI Ooroorntion nod the 
S-;tcony .. facuum CorporAtion . 
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.IIIIRICAli-COLCJGUll IIIL.I.!IOI!S 
(Contl.m>K - 2} 

} . Ve ba ... a otro~ economic baolo for lnUate polltlcal 
rolatlono vlth Colombia. Ve take 54 percent of bar oxporta and 
1 011 50 percent of lm!>orto. More than t bre._fcurtho of tho chlef 
ns.t 1vt~ crop around which the economy' center• (eoftee) to•• to the 
United Slatoo. Vo held tho larger part ct tho external debt and 
h4VO n~t more than 90 percent of the d1reot iDYeetmente in Coloobia. 

4. J.. roclprocal trade &(lre .. ent wao olpd vlth Colombia 1n 
19}6. 

5. OolOI:\bla 11 poe1t1on at the Intv....a...rlcu Contereaeee h&e 
bew ln line with our pollc:7. She be.a been a powtrtu.l to ret for 
decocrac7 cd h&a had &D e.et1Ye pr111 aplna\ faaciat penetration.. 
Despite t h1a teet. a eeore of Oeraan reeer•t a.n:q nllote haTt beeD 
f}¥l llfl tho l.nternal alr tranaport planeo wblch are large}¥ geru.n­
controlle4.. Oe:ruane obt.a.lne-4 oU lAD4 e:oDCteaione iD reeet J'U%'1, 
totalll!l& a t loaot SS .OOO square ldlolMtoro. accordl!l& to tho 
prett . ~lUG the curre:nt var. aht baa coat out f or bell~erent 
nou.trallty pro-.A.llleo. 
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1. In 1938 oxporto were $92 aUUono lacludlnc SOld, Un>orto 
~89 mllliooo, lor the firot 6 AOntho of 1939, i=norto vera $55.1 
c 1111ono, axporto $48.2 milliono. 

2. .Air.AOrican trade position h veey otrollG• lie turohhed 50 
percent of hor i=porto and took 59 pereoM of hor eXpOrto in 1938. 
Oormany vao in oecond plaee, selling 17 percent and buTinc 14 per­
oont , United lCinfldo:o ouppliod 11 percent of !=porto. C4nodo renko 
t hird ao a l>U¥tr with 9.5 percent. 

3. lloraally Col omblo bu " be&Yil7 faYOroblo balance of 
~rndo " lth tbo United St,.too vhich conro un!aYOrable bolancoo v ith 
oemany aD4 tho Unl ted Xint;doa. 

4. In recent ycaro ex;>orto to ae,_.., hlld boon rhine: vbUe 
allml&l aXpOrto to ae,...,.. aver~ $12 m1111ooo froa 193&-38, tho 
aYernco vao o~ $2 to $3 milllooa froa 1931-1933. ll'IJ'Orh froa 
G<>:-.uy r&D $II to $5 a1: 11ono in 1931-33, and $14-$15 :oUUona in 
l93&-38 . 

5 . Chief oXpOrh are coffee 54 percent, on 19 percent, sold 
17 nercont , 'bananao 4 percent. Oe,..,. purchaooo of cofteo (15 
percent) and l>MMno (15 to 20 percent) had boon 11l1>0rtont. Ver 
c t.;ht be expected to >'Oaken cof fee oXpOrto while oil and gold lndua­
trlee continue their expansion. 

6. !l'ho Mt\U'e of 1Dporta 1s ouch 68 to """" difficult any 
.;rent roductlon while the economy 11 gen.r·ed to the current-fteale ot 
CX'IX>rte and to plana tor developnent . Coloabia nonnally runs 20 
~.llllon peooo of textile i=porto $5 to $6 mllllono food, $7 to $10 
ullliooo irco and oteol prodncto, $10 ai1l iono alnlnc and textile 
::achinel')" aD4 equipraent.. She b:lporta vheat . rav cott-on . rice ADd 
•-uu--ar and ln her present dea.ire tor creator aelt-.utt1c1ecc7 1n 

~- Ulf be able to cut thlo 4ovn oo-t. 

Doneotlc I<AnllfacturlDj; vlll ulUmtoly rodnco textile t.lporb 
bu~ 1t vill be a non-cconnmc aonutacturinc d.oYolopcoot . Cotton 
i.:oorte oD tl:e w.rf&ce appee.r to be u unneceaaart atrairl on fo reign 
oxchall4o reao\U'Coo, but dlOceotlc textile 10&11Uf&eturinc lnduatey 
cannot :rot uae tho hlsh quallt:r doaeotlc cotton, 
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'llWII 
(Conti-4 - 2) 

7, Lead~ procl.ucto l.aporto4 !rem Gori!WIJ' In 1937 are 1S.te4 
in the order of importance: tableta e.nd pille , aniline ~ea, t ,ron 
ond otool t\lboo , brevi"« ma.chineey, auloult\IJ'al toolo, arto an4 
crn!t toole, locomotivea, barbed wire, o~ent, hope , gl .. a bottlee , 
quinine end anl ta , electric bulba, textile machinery , ~rinti~ 
oachlneey , cotton dr·lll, office equ.ip~~~ent. copper an4 ...-ire cables, 
etc. 

S. llw'i~ the firot half of 1939 lmporto.tlono hove been 
um11wo.ll.¥ beav;<, 4ue part!.¥ to the uncortaloty in the llu.ropaao 
alt\llltiOD an4 approhODdoo of cUfflculty In lecw'l"6 WP!>lioo later 
ln tho 7oar. 

~25 
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'l'ra4o lle.laneeo of Co1 .. 1>la 
(Ml11louo of peeoo) 

Yoc.r 1 'l.'rado lle.laueo , :Sal en eo vl t h 
; United Stateo 

Balance vHh : Baleneo vith 
Germany ; Unl tod ll:l~• 

1938 + 4 +20 - 6 - 18 
1937 +15 +4o .Ji -30 
1936 +3~ +45 ...l! -20 
1935 +3 +50 -5 - 16 

19}4 +65 +66 -6 - 8 
\333 +22 :,1~ -5 - 4 
1932 +4o -2 - 5 
1)31 +57 +64 -2 - 5 

1930 +50 +63 ...l! - 4 
~)29 + 1 +37 - 15 - 12 

Co1cc1>lan i'orol.j:ll !rade ln 1937-}8 
(Mll 1lone ot poooo) 

Co\Ult ry ot Oricln lziroorta ltxnorta 
or Deat1nat1on 12}1 12}8 1m 12l8 

To tal 169 159 184 y 168 y 

\lnlte4 Sta too 78 79 118 y 99 -y 
Gel't\!UIT 22 27 18 2l 
Unltod ll:1ucdOl> 29 17 
!n.."lee 5 5 7 6 
Crecbo-Sloftld.a 

~ 3 
2elcla u4 WxiOllnlrC 3 l 
Ital7 1 l 2 1 
!':'ot l-.erlaDU 2 l l 1 
S· edon 1 2 
Svl h orlaad 1 1 -COM.<!a 3 . .,.... 2 10 l,~ 

Curacao 1 lS 16 
All Othoro 13 ll 2 2 
Percent ot total: 

64.1 United Statoo . 46.~ 49.9 59.0 
United Klns<~D• 17. 11.1 .4 .4 
Gel'lltlcy 1}. 2 17.11 10. 3 12.8 
lt&17 .9 1, 2 1.5 1.2 
Jell an .2 . 2 .1 .1 
Curacao .4 .} 10.1 10. 0 

D lnciiilliiiii 32,618,665 -· in cold 'baro, 
Y Iael1141QI lS, 780,1io2 peeoo in colA 'baro. 
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Value of l!!:q>orto 

(In millions of ,.,oo) 

1 'rotal 1:Bo.1enco1 Eroorta of: t Cott•• prleea 

Toar !l'otal : lxporto : of : I : modo111.J1 
l!oporto: Inc1ud1J>&: 'l'ra4o : Coffee Cold : Petroleu~~ : !ana.naa Ride a PlatiDUII : 11. S. cento 

1938 159 168 + 9 S9 19 37 9 3.9 1. 6 11.51 
1937 ~~ 1112 : iZ 99 32 35 7 5.0 2.7 12.19 
1936 ~~ 91 21 2S 8 ).5 J.l 11.99 
19~ 119 +24 79 19 29 9 2.7 2.1 10.85 
19 98 152 + 54 S2 29 28 6 2.9 2.7 1li.J5 
1933 50 72 + 22 119 5 10 5 1.5 1,2 11.05 
1932 a~ 70 + 39 43 3 16 6 0,9 0,5 12. 26 
1931 9S :~ 55 18 16 5 1.6 1,2 16.85 
1930 63 112 62 9 26 9 J,4 1.9 18.36 
1929 126 127 + l 77 5 27 9 3.9 2. 6 18.58 
1928 148 133 88 1 26 9 3.6 3.3 28.111 
1927 126 109 71 1 23 5 3. 2 a:a 26.6o 
1926 lll 111 16 1 10 5 2.7 29.65 
19~ S9 sll 67 1 ~ 3. 2 ll.o 29.03 
19 56 86 69 2 2.9 J.9 26.6o 
1923 61 6o 115 lj 4 2.6 3.6 19.30 
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Cotton 
Autoa , truckl and eha111e 
31ce 
Cotton Drilea 

L1U>OO IMPO!ml 

(Mill iono of poooo) 

1938 

1,9 
7-3 
1.} 
~-0 Pl'.arcacout1ca1 opocialt~eo ,4 
4,0 Iron a.n4 ateel bar• and sheeta 

Sill: 7&!'11 1.4 
:'ire a 2.2 
.. icinc u.chlao17 4.2 
.oxtno """h1M17 2,8 
~ • ..,. cachlao17 2. 5 
·;o~l cloth 2.3 
Pr.,or 1, 5 
Cotton textiloo 4, 8 
Iron and ateel tubea 6. 6 
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1937 1936 

1. , 1.4 
7. 6,2 
1.3 o.z 
3.8 2, 
1.8 1,2 
2.8 2.9 
1.6 0.9 
2.~ 1.6 
5. 2.8 
3.4 0. 7 
1. 2 0.7 
3.9 2,9 
1.3 0. 7 
7.3 6.2 
).5 1.6 
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Voluce of Xxporta 

('l'houoada of ~) 

r....-; Cotf•• : Coffee to Ool4 Petrol.,.. : 'B• n•naa Hides ~obacco Pl& t1""" 
!otal u.s. (!roy ouru:eal (:Barrel&) ('Zona) (Tons) (!one) ('l'ror OW>e .. ) 

(Jieca) (Bags) 

1938 4,262 3,362 310 18 ,4~ 195 1.0 4.9 29 
1937 4,156 3.095 524 17.7 153 1.1 2.1 ~ 1936 3,980 2,819 J4o 16.130 16o 1·1 1.~ 
19~ 3,785 2,868 311 15,950 ~~ 6.9 2. 39 
19 3,142 2,612 513 16,500 7.1 1.6 55 
1933 3,280 2,~ 11,806 135 
1932 },lSI! 2, 
1931 3.017 2,751 
1930 3,117 2,854 
1929 2,835 2,621 
1928 2,659 2,385 
1927 2,356 2,115 
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7oreip !rade of Col .. bia• 

In milliona ot ne&oe In m1ll1ona of dollar. 
Yee.r : . ota1 I Total Balance I Total Total 

I iui)Orta erporta ilmorta I uporta llolanco 

1928 149 1}4 - 15 145 131 - 15 
1929 126 127 122 122 
1930 63 113 50 61 109 49 

1931 bl 98 57 II<> 95 ~ 1932 JO 100 70 ~ 95 
1933 50 73 24 6o 19 

1934 88 ~~ 65 54 9'1 4o 
1935 107 36 6o 80 20 
1936 120 158 38 69 . 90 21 

1937 !/ 170 183 13 96 loll 8 
19}8 159 168 9 89 94 2 

• lnclu4oa sold • 
!) S!noo Januaey l, 1937, trade computed on 0.1.1. baala. 
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Pt!BI.IC ?I~WlCll 

l. AllnllAl. txpon41tures ot the llot!oftt'.1 Oovorn::ont aro about 
50 e>lll1ona . 

2. ':'ho budjset has been balanced olnoo 193~ , althou&> there va s 
n uotlolt ot about $2 o1111ons 1n 1938 which wno ~oro thon covered 
i)~· tho c&rrled-ovcr aurplue of $4 milliona . '!'hero -wna a cnrry-over 
oun>1ua ot $2 m1lllono on December 31 , 193S. It ohould be ro:ocobored, 
1 otrovor , t hAt external long- term debt !a not 'boing eorvlced, 

Yor thft f lrat eight oo~tha of 1939. rovonuoe and CxPGtt41turee 
h:l'•o boon rwmlnc ahead ot 1938. Heavy ic'Dort.a.t l one ha.ve inc reased 
clSto:o rocolpta. 1'or e1;;ht DOntha o! 1939 revtn\IAia a.ro $32 . 6 

!111o•a , oxnondlturcs $32 ~!111ono , 1'or •liht contha of 1935 
reYO!l'.108 ver• $27.1 millions. 

J , Total coat o! Oov<>rr.nent In Colonbla orobo.blT nma $85 
~1lltona , ot ~.lch Rat ional ia $50 cllllona. nrovlncl&l exoenditures 
;2!1 :tlUona , 111\llllclpal. $10 Dill1ona , l:at!onal lncoce nrobab1y does 
no t exceed $4oo,ooo , KlO. 

l~ . Un.1er cur·rent conditlona. debt aorY!co on internal and 
•hor t - Un.> dobt which h beln;: serviced t ekoa onl:r ll porcont ot 
revenue , vhlch la an unusually low debt burden for a Lotin American 
C.)un~ rJ to carry. Adequate service on t.ho extern.o.l long-term debt 
\.'Ould r nito tho proportion to about 18 'OCrcont of current cxpendlturae . 

5, Slnco 1935-36 t he adt>iniotra tlon ""'- otr wHuro of tho revenue 
"";.rs ten M.ve been ir:rproved. I.ntroduction of the oxc::osa-nrofits tax 
N'.d T't\tr icoO¥ tax and the. reorganized 1n'!)rovod ;,ield of the 1ncoce 
tu ho:vo 'been ad van ~GOua • 

.&., l nooao tax ....., Introduced In 191S a»l nor""'l : ed b7 the 
i:tt:.20ror &drleoey co:;niaaions, but lt hns been llov t o 4e•elo"J into 
t.!l o.demaate revenue-.,roducer. 

6, !be uae ot double bll4eto (ord1Ml7 lUld oxt r aordi:>ar;r) con­
fuaes aocevbat coa-oe.r1eoue of ruonu.ea and O"J:Oind iturea. 

1. Ohio! aourc11 ot revenue a re: cuato=• J0-35 nercent , 1ncoce 
end oxceaa protita tax 20 percent. 

8 , Chief eroendlturca: national defense 17 percent , debt 
aervice 11 porconi publ ic works 20 percent, oduc~t1on 9 percent . 
There are oortain ~neouraging teat~ea ot tho oxpondlturea: education 
ru>d !lubllc hon1t b are receiving lncroaalng ~~opproprlationa: public worka 
cxno~41turoe are large and better ueod than in nrovioua decadea. 
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c PUliL 10 l'lll.lla 
(Contiau.od- 2) 

The a111tar.y eatabli&boent 1e an untortun&te oonaequonco of 
tho throato!'od t rouble vi th Peru o•er Leticia in 1932-34 which 
ended poacotull7. At tbat time an oxcoooi•o military ootablis~ent 
w~e created Vbich it has proven impoeaiblo to acale dovn once tho 
trouble waa averted. 

9. !l.'ho bucl6et of 1939 prodded 9 .991,000 pooco for public 
debt of which 3,900,000 was scheduled for external debt. 'rho 
budget tor l94o allot e 3,28) , 000 oeooa for oor.ico on oxtornal debt 
ohould it bo roowood. 

l'or 194D a conaiderable axtonoion of public ..,rico "'" intended. 
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Variou.t proJect• b&ve coae before CoDGreaa al'l4 c:et with ap·p:roYal : 
one calla for 15 ,000 ,000 peeoa of na ttooal ra11¥arT boDda to be 1asuocl 
intornal}J' at the rate of 4 ,000 ,000 por 70ar to bo uoed for rcilW¥ 
extenalona , eonatruct1oa of nev t•minal a t Boaota, and. a railwa_:r 
shop. Another proJect 1a f or a h)'drooloctric plant on tho O&uca or 
Palo rinro to ouop}J' electric power t o the ourround!J>& a rea and to 
coot futuro requir.,ento of the Pacific ra1l"A7: it wuld be finmced 
51 percent b)' the National Govorlll:1ont . 

10. In the rovaluat1on of £Old authorized b)' lav of llovember 19, 
1938, nrofita of 16 ,000,000 pe aoa were uoigned thuol 8 oillion for 
reduc tna Government ' • debt to the Central Bank , 5 million to bo used 
by tho Govornment tor public works , 3 million tor to~~tion ot en 
oxc~e otnb1lization fund. 

11. Pre~ 1929 to 1934, defic1to t otalled 6o million pesos. 
Detlcl t e aroee out or reduced re•enuoa, conti nuation ot uublic worka, 
and tho Letici a Dllitary preparations. Extraordinary tllnds vere 
f ound to finance these def1c1to . 

OoYermut borrowi.nrga at the Central Be.nk: lncrea•ed ate.adil7 
aftor 1930 becauu of theoe de:f1c1to . .u tho ond o! Juno 1930 
4lrect loau to the OoYer"DDa:nt were onl.7 4.1 a llllon. ne101 out of 
total lla.ok'o uaoto o! 52.3 allliono. ll7 t he end of 1934, direct 
advancoo to Go•orncent vere 41 . 8 allllono out of 90 Dllllono 1n 
asaeta. Nor doea this latt er tl~e lnclode adY&ncea to the benk8 
and to public o.c&inot tho oocurlt:r of Gonrncont bcndo and billo, 
'<hich the Central lla.nk waa ecpcvorod to mo.Jco by tho law of 1930. 

Since 1934, howenr, internal dobt b&o not boon expanded and 
the t able below indicates the failure to exf'(U\4 l 01U1o froD the 
Cent r&l llo.nlCl 
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PlmLIC J'IIWI!I 
(ConU-4 - }) 

total cre4.1t oporatioao ot Central Bank 
with national &a4 other ott1o1&1 

Go.-rumento and autbor1t1eo• 

(In m1l11ono ot poooo ) 

1934 41.4 
19}5 45.4 
1936 45.4 
1937 45.8 
1938 38.2 
1939 }7.} 

(Au&uot) 

(lloto: In llo...,l>or 1938 roY6luat1on ot 
&<>14 protito wore al1ote4 (8,000 ,000) 
to recl=o ao ........ , 1n4obte4aou. 

~ 3 4 
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You 

1926 
1927 
1928 
1929 
1930 
1931 
1932 
193G 
193 
1935 
1936 
1937 
1933 

Year 

1938 
1937 
1936 
1935 
1934 

.. 
PUBLIC liiWIOJ 

(Conti- - 4) 
(In milliono ot pesoo) 

Orclina:ey Ordin&:ey 
l!al&J>Ct Be•anuea I :lxnendi -.. I 

6o.6 67 .~ - 6.s 86.2 84 .~ + 1.8 107.5 115.1 - 7.6 ~.2 85.5 - 7-3 .3 6o.9 - 6.6 
~-1' 8 ·0 + 1.7 .6 ~6.2 - 1.7 39.8 62.7 - 22.9 53.4 74.g - 21.6 57.4 61.1 - 3.7 70.1 69-3 + 0. 7 82. 6 17., + 5.0 83.0 88. - 5.4 

(In •i11iona ot ~oooo) 
Ordinary Be•enuee Ordina:ey Expenditure• 

sll.o 
80.3 
70.1 
57.4 
4s.4 

88.2 
78.6 
68.1 
56.8 
41.9 

;; Js 
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Co1oabl& 

c.o 
('r) 
< • I 

Tear 

19}6 
19}7 
19}6 
19~ 
19 

' Or4ill4l7 fotal 
Beve.n-ee Taxoa CultODI 

64.4 68.4 }0.6 
82.6 69.} }4.} 
70.1 ~9·7 }0.0 
~.4 6.4 ~-5 5.4 }6.} .6 

PUliLIC 7Ill.L"C3 
( Cont !n'GO<l. - 5) 

SOlll!CIS 011 llllmltll 
Te..x OD : hceu.-

Ioheri-Sale : Prof!te lncome 011 
of :and Patri- To.x tance lloyalUea 

Gold. :mo 1!&% '!'ax 

1.9 6.} 11.4 1.4 2.7 
6.0 ,.} 10.2 0 .9 2,1 
5.6 .2 8.7 0.1 1.9 
5.} 4 .} 0, 6 2.2 

2.0 0. 6 1.2 
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Co1oab1a -C") 
<..t 

Pll3LIC ?1:!.03 
(Con t1 :r""d - jj) 

l:X?i:lD:mll!IS 
(000 ,000 peooo) 

1939 193S 1937 1936 1935 1934 1933 1932 I -).931 1930 1929 

llobt Son1coz 11. 5 

J:xtoi'Ml 3.9 2.3 }.9 3.4 2.7 1.9 5.5 5.6 
Int ernal 6.0 8.6 7.5 8.8 6.1 7-7 3·9 , .5 14,0 13,0 12,8 14,0 14.5 24.4 3.8 3.8 .0 4.3 7-7 

7-9 6.8 6.0 6.0 2.5 1.5 1,2 1.5 1.2 3-3 7.2 

3.5 3-7 3.2 2.4 2.2 2.0 

18.9 15.2 18.2 12. 2 10.0 7-5 5.9 2. 6 14.2 29.8 
tabor, l!aalth 5.2 

az>4 Vo1tare 

Total 89.2 83.6 85.7 73.0 61.1 63.1 46.1 52.1 62.0 84.0 

•on 1 Reorpnhed heout1va ~pe.rtncnta ror 1939 , t horct'or a not atrictly connnrnble. 
Rcorc~nt~od Revenue Colloetion Syato~ 1n 1936. 
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PUBLIC DEll! 

1, Colombia baa an interll&l debt of 78,500,000 peaoa ($45 
aU11oao) which baa been OOrYice<l contbualq. 

.;- 39 

2. She bat an external abort-tor. debt of $19. ) nllllono con­
tracted in 1930 which 1s bel"& aerYice<l In 1'ull, It 1o ronovod fro" 
time to tice with provision tor interest and amortization.· 

J, Tho external long-torc debt (notio!I.Ol and munici))&l) 
tot~• $159 mllllono, of which $82 allliona Ia local OoTorncent~ 
obll;;ationa and $77 n1U1ona national Oonr,.,nt obl~Uona. Tho 
debt 1a larcel.7 a dollar debt , thoro bel~~;; onq $12 allliona in 
oterll"& obl1cat1ona out of $159 ailllona . 

4. Colonb1a Ia nov in complete default on her lone-term 
extern~ debt, Partial default boson in 1931 and compl et e default 
in 19}4. Intoroat arreara on her defaul ted national obligations 
h•ve nov rcachod $22 m1ll1ona, lUll oorvico on tho notional debt 
•·ould take $11.7 m1lllono, on tho local Govorru:entl dobto $5.8 
a Uliona; thcae ticuree compa.re vlth a national bud&eted ezcond..iture 
of $50 ailliono ann~ and local Oonnu:ent """'"dituroo of peri:A,a $35 aill1ono, · 

5. Tho pruont governr>ent of Colombia have publ1cl.7 otate4 
tl.eir l ot;entlon of meet~"& their utorna1 obll.(;atlono honorabq. 
Aa recently aa Se~tecbor 28, 1939, ox-Prealdent Lopoo who vaa in 
!lev York with t he rumored purpooe ot opeodl"& debt aottlomont nogo­
tlntlona aooured the Pan-American Society that Colombia would 
r eauno Jl8;(100nt of ita fore1cn obl1p t1ono aDd thAt bu4ceto.ry provl­
tlona hod alr&&dy been cade. 

6. In 1935 it vu eat1cate4 thAt 4o percent of the llatlon.al 
OoTernoont bonda and 15 percent of local OoTer.,ont bondo voro held 
outside tho United States, 

1. Debt negot iations have been bndly mlerAndlod by American 
'bondholder• reproeentat1Tea. Va.r1oua bondholder• ' cou1tteea that 
undertook nogoUationa are believed to hne bungle<l tho Job o&d~. 

S. It baa bean reported that a conaldorable quantitJ o! the 
gu&rantee<l .lcr'icultll!'al llortgqo l!anll: bondo aDd boada of certain 
local Govo,.,..nta ban bean ropurchaae<l. !he loans of tho loe;U 
Go-renuumta were moatl7 aeeured b;T local reTenuoa an4 tax•• 112 one 
caae , Be.ranquilla, depoa1ta in peaoa tor intereat haTe been made 
rocuJ,arly. Zlaevhno .American truateea have begun action to enforce 
tho original contract and .,ttaoh local pledged Income ('!'oliN, Ca11). 
It 1a aa1d tbat their e!forta voro haiDpored 'by tho reduction in tho 
tloo.ti"& auppl7 of thoao bon.da t broQC)> oxtenaiTa repuroheao by tho 
dobtoro , 
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Plll!LIC DI!J'l 
( Conti!IUec! - 2 ) 

9. So:no idea o! tru. beoia o! oottlo:toot that would be ~~A>cept .. blo 
to Coloabie lo indicated b7 tho noeotlationo with boldoro of bondo 
of tho l .. rt&0€0 lle.nk Of Bogota. lo October 1938 neaoU,.Uons Yero 
coonlctcd whoroby hol~oro of sterlinG bondo of KortgA66 »ank ot 
Docota , •rhoao oeour1 tics bad not been sunrtUltood by t ho Go?er nment , 
BCCept od bonda in locel currency to a value roproeentln; a ac4llng 
dOVD ot 47 oorcent of principle . 'l'ho GoverMent cunrAnteed the nov 
l1suo . Convoralon we& 415 peaoe ot tho no~ ltiUt tor eoeh ~100 
• torlit1G 'Olua c.ccrued illte!"cst . Uow heuc c&rried einldug t\lnd, a 
)0-ytar ita~ in peaoa, 4 ~ercent intcreat . Conversion renrcaented 
A acal l n& dow to an 1nter.cst rete or 1.88 'nOrcont . 

:be Council o! tr~ Coroo~tion of Porolcn llondtoldoro (~rltlah) 
Jld not obJect. to the settlenent Oeeeuae 1\. vaa not • Govcr:u::et-
~~tetd leave. But it st~tea t~t it will contlouc to obJect to 

c~.veralon o! obl~atlona into loea . currency boeauaa theae make 
tondl.oldora take t he risk of fiuctunt lone ln rate of e.x.ch.~U~.t;e nre­
TIOUI17 boroo by debtor s, and they e iGht 01ke it hmooolble in case 
Of CGOd. for t heir Oov0rn:1ents tO 1.1Ddertalt:O Cll'nlOJII&tlC i.nterv-o.ntion OD 
their 'oohnlf. 

10 . Tho Minlater of Floanco in tho Lope: Adm1n1atrot1on (193~-3S) 
nronoaod tho following baais for An external debt eottler:~ent : 

a . Renew intercet ~ents at l~ nercont for the 
firtt tour year s . 

b. If e~orta increase in coffee, 6014 and oil eo As 
to "Oro vide transfer ce:'rlrcity , rd.•• the interest 'D4:J­

~nte for tne.:ollovin« 3 year• to 2 nercent. 

e . Uten:arda, if OX'QOrte continue to increase tre.ns fer 
ea~lty, PB7 2 ~ercent !or the next tour ye~ end 1 
~rcent e~rtizat1on annuallJ. 

4. The aaxi&::nm intttreat to bo naid thereatter th&ll be 
3 percent. 

e. Uo.t lonal Goveru::~ent will authorlu local Ooverucenta 
to nocotiate simil a r debt aettlOirlel'l.tl but they IIUit not 
offer bet ter t eres th~ bondholder• sot froo National 
Government o 

t. Local Governments would 'bo authorhed t o convert 
their outeta.ndlne iaau.ea into bondt or loce.l currency a t 
4 percent and a mini&"" aoorthat!on o! 30 1earo. Con­
•erlion \ovul4 not be at over 83 percent o 
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Plll!LIC IliH 
(CnnUnllOd - J) 

ll• tinder t his plen the aervice in dollaro would be: 

llational bondo 
Deportmonta l 
Municipal 

$1,050 , 000 
900,000 
330,000 

$2,280,000 

11. Hiotory of the external long-tore debt: 

a . 1JJ) t o the Coloabim bondo vera noated alaoot 
e.xcluel•ely 1n Europe . The YOlume ot ertenal debt 
waa a.call a.a4 price pe.ld •• hia,h , tor ColODb1& v&-a 
conoidored a poor credit r1ak. I n 1923 .xternal 
debt acounted to only ~J . 6oo,ooo. 

b, During the 1920' s dollar bondo to the uount of 
$170 &illiono voro sold by National and local 
Oovernmaoto. Of this t otal , $6o milliona wore national 
Oovor nmont bonds , $67. 5 departmental, $26.1 municipal, 
and $16 at~ricultural oortgAt~o bank bondo cuaraDteed by 
tho llational Government. Sterlins borrcwingo during 
thio period were limited to ~.200 ,000 for t he Agri­
cultural Mortgage :Bank. We iporo horo t he non.-
6'J&I'&nteed. bonda of varioua banka to the amount of 
f 22 ,000 ,000 and I.J,IIoo,OOO: of thooe dollar bonds $12. 4 
aUU ono are ot111 outetanding. 

c. h aud an4 corruption did not characterize t ho flo­
tation ot theae dollar bond..a, but nate and ext.ra~ce 

1o the uoe of proceedo vae aotable. It hoo been reliably 
eatlaated t he.t :oot core thaD o11e-th1rd. were produetinly 
uood. VbelO 1t 1o roaHud t llat annual oorv1ce chargee 
or1c1oall7 contr.acted ran 7.7 percent on net proceeds for 
UaUoaal OoTorm::ent and oYer 10 percent. tor loeal Oo.ern­
cooto, 1t v111 be aeon that a TOrT b~h ~rcducU'fity 
would hATe been r equired •••n had tht proceeda beeJ1 pro­
ductl•el¥ U8ed. Odd.l7, enouch. 1(811 or the proJects ~or 
vh1cb t1nanc1ng ia currently .ou.cht ara tho ae~e ones tor 
wbioh thooo dollar bondo purported to han boon no .. ted. 

Bankera • groae end net oaralne wore heaYy. Oro•• 
""'r&ina were 5,}4 percent on all tho dollar bonda, but on 
tho departmental and cunioipol iaaueo tbo ~••rase mounted 
to 8 percaot. 
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PUBLIC liD! 
(Con tined - 4) 

12. I nternal debt : 

a . Durin& the 1930 ' • the internal. dobt reoo, Public 
diotribution ia narrow with tho CentrAl Bank boldin& 
about holt of the intorne.l debt . Mil1taey difficoJ.tioa 
with Poru increased the burden already initiated by 
deproooion, Internal funded debt wao 22. 3 million peaoo 
on December 31, 1931, and 35.4 million on December 31 , 
1932. »1 Septeobcr 30, 19)4, it had roeohod 48.7 million 
puoo. Since then it heo remaino4 in tho Ticinity of 
50 million pcaoo, and tho total internal debt hao remained 
around 75 to 80 l:!illion peooo. 

13. Sbort-tero external loono: 

a. In 1930 a b~ ~!cote ho&dod 'b7 \be b&Uonal. 
City l3&nk arre.a;tod a global credit to tho ..,ount of $2o 
aUliono . At thet tbo Colo::~bian bondo vore no lo"C"r 
a&rlcotable. i'hie loen heo boon otrTicod faithtoJ.q dur­
inc t ho depreaaion. The ayndicato fixed thou conditions 
&I requiaite for the loan: -

(1) 
( 2) 

(3) 

{4) 

(5) 

llalanc~ of bu~ot for 1931. 
Plac1 ng of State N11lvO¥o in hondo of an 
autonomoua eo~ratlon with & dittlnct 
b~et and accountability, and thet the 
aama corporation alto handle the porte. 
A l«Lv fixin& debt limit ouch ao thet bor­
rowi.n.ga shall not exceed a d.obt aorvlce 
requi~ent of 30 percent of ordinary 
revenua. 
Reor&enl:e office ot coiiJ)troller-cencral 
and certain tional. orpahationo. 
A l&v aaour1n& tho lop11ty of thh loan. 

Sono delay aUonded the dolhory of tho loot $II 
aUliona ot tbia credit on the quetUon of whether tbe 
blld&et bad aetuall;r boon balanced. .l.llo, it haa bean 
rtl)Orted. that t l:>.e Governnont attitude tovard an oU con­
ceteion va. invol ved,, 

Z42 

Regraded Unclassified



Ptl'BLIO m:Bf 
(ConUnv.ocl - 5) 

14. Debt service record: 

a . The Colombian Govei-nment, when confronted l(lth a 
~r~•for problem in 1930-31 at tirot tried to p reserve 
1~1 own creclit by p robibitin& on October }l, 1931, ~be 
transfer of tundt by t~A political tubd1v1t1ont and 
~rivate aortgage O~;t for tho t OTYlot ot their external 
dobtt , and reserved t he availabl e e-xchAncc for 1 te ow use . 

b . January 1, 1932, alnkin& !uncl '!)1\V:>Ont a on naUoMl. 
oxte.rnal deb t &.Dd r.at1orall)'-~rantee4 Hort~o ~ 

bonete ver·e 8)18t»ended. 

e. 7ine.l}Jr, the Go'1'·em=ont NU\OUACo4 tMt c oupont catur­
l n;; on thcae loans fro:: A'>rll l . 1933 , ~o Jan•cy l , 1931;, 
vould be -pai d one- third in cath Nld tvo .. third.t ln aerip . 

4 . Mter t btlt date. ca.eh nqnent t wert tuauended en tirely 
and cou.;>ona returin& clurln& 19Y, vere nai cl only in acrip . 

e. After Jcnua.ey l, 1935, even tho ecrin ~entt vere 
d1tcont1nued. 

t . Colombia ar~wed a laudable detlrt to maintain aerviee 
b,- continui~ ful.l acrvice a• lone •• t M did (to Uov~bor 
1 , 1931) . l'he t rouble with Peru ruined • bu.clcllog rO<>Overy • 
and destroyed hoyea ot voatherinc t M deprcaalon v1 th a 
credit rOeord held high. · 

g. She aerTiced her internal debt , ao4 alao tbe abort­
t erm external croclit of $:!0,000 ,000 (or14inal) controct<>d 
in 1930. On the latter, aerdce vu at J nereent and. 
$100 ,000 &DOrtlzation. 

b, ~lla la the onlJ ontlt7 wh ich air~• 1931 baa 
prorldocl tor and ,.,intainecl bone!. ""leo ~onto , t ho1l;;h 
e.xcba.D£e reatrlctlona co!\:-eUed. t:\o 1 t.o be rotaloed on 
clopoalt in local o.rua. 
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l'UIILlC Dll! 
(Contl.Du4 - 6) 

llationAl OoYernment - dollar bon<a 
dollar oorlp 

UetlollAl OoYo~nt - guaranteed dollar bon4o 
of Agricultural Mort­
cace llulc 

l!atlonal Oonr=ent - eterUnc boll<a 
n&tlonal OoYornDOnt - guaranteed otor11ac 

bon<a of AcrlcW.tural 
llortcaco llo.nlr: 

DeporU.Ontal :Dollu Bon4o 
I. 'Iulie 1pal dollu boll<a 

fotal calciUatocl 1n dolluo 

• 51,200,000 
• 3 ,100 ,000 

• 10,300,000 
" 1,500, 000 

• 1 , 130,000 
• 6o,ooo,ooo 
' 22,100,000 

$159 ,000,000 

(lote: lntoreat arraara on the Wational Oo•eru.ent•a 
utorllAl <lobt baa roacbo4 ~1,6oo,ooo), 

Internal 4obt of llaUona1 Oonrnaont (7ul.)r 1939)1 

J'wldod 4obt 
Dobt to Central Bank 
Loane from b&Dka and other domeetic conc:erzat 

!l'otal 

(llotot l n 3>JJ.3 1939, tbo Central - Mld 
15,300,000 ot internal boDdo 1n ocld1t1oll to 
direct Oonr-t borrowtDc oo tbot U wao 
creditor for 46 percent of 1nttrna1 dobt,) 

ixtorne.l obort-tol'll banl<:1nc cro41 to : 

Short-toN loan ot 1930 b7 -.r1can benkh>s 
o7ft41cato with 1/5 ~h part 1c1pot1oll 

Other obort-tora croclito 

!otal 

(llotoa 'l'hooo obor t-te,.. cro41to Mn b.,n 
oonlcocl tal thtull7, At the on4 ot 1933 tbo7 
woro oxt•4od for throo 7"&ro.) 

52,000,000 PHOI 
21,000,000 peeoa 
5.50Q.OOO peeoa 

• 17,000,000 

2 , 300 ,000 

• 19,300,000 
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In 
v 
( J 

•torliAJ. 
Oo110ol1clated 
Scrip 
n .. uDC 

fota.l. 

l ntorliAJ. 
Ooaao1ld&ted 
noaUJIC 

Total 

Dobt o! llctloDa.l. Gonn>aut 
(In ailllo~~a) 

1 1 1 
:Peaoa: :Peaoa1 

61.3 59.7 61.1 5,.4 58.4 56.8) 62 9 61.2 6).5 61.8 1.7 1,6 5.0 .9 4.7 4.6) • 
21.1 20.5 21,~ 20.7 37.8 36.8 37.4 36.11 33.9 ~.0 24.1 81.8 87. 85.0 100.9 98.2 100.3 97.7 97.5 ·9 

33.9 21.7 ~.1 24.5 53.9 30.7 51.1 29.6 47.4 25.7 35.3 22.6 .3 28.6 29.8 17.0 27.4 15.8 29.3 15.9 69.3 44.3 82, J 53.2 83.7 47.7 78.6 45.1 76.7 41.6 
153.4 126.1 169.7 138.2 1s4.6 145.9 178.9 1~.s 174.1 136.5 

literna.l. dabt coZl'ferted to doll&ro at orlgln&l JlU o! exehanco; lnterliAJ. debt coanrted at DeC­rate. 
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i'Ol!!liOli lltm:Cl Illl'llSt:a::rs 

1. Total $150 ~illiono, of vh1ch $125 nllliono it Aoerlcan 
an4 $10 to $15 cilliono !ritioh. American lnTottnent it largely 
in oil, b~a, mining. arttlsh have about $8 oi\lions in r~il­
wnye ~d t he balance in miscellaneoua proJecta . 

2. AoerieEU> inveot:ncnto dato tro:o the \'lorl4 '.lar. In 1913 
our dlroct and 9Qrtfollo 1nveatmont totaled only $4 millions : by 
1920 it had reached $30 and b:r 1929, $26o mUllono , Hoe.nvhile , 
t he ! rltlth invooteent re~ned unchanged around $35 ml1li ono . 
By 1)28-29 StODdard Oil of ~ev Jorao:r vat accountins for 20 per­
cent ot Col o=blan exnorta . 

) , Tho latoot Acerican lorgo-oc&lo oroJoct it tho pl~o line 
fro= tho :BArco Conceasio::t to the new nort of CoYen.u. Cancelt7 
I t 25 ,000 b&rrolo daily, vltb pooo lbi11ty of rite to 70,000 barre1o 
br lnata llation or addlt1onnl pv~ atatlona . Conatr~ctlon of thi3 
l lae vN tterte4 1n Y'ebrw:.r-J 19.38 but the aount.alnou terrain ::ade 
vor:: difficult: the line JlUOeo t~.roU(#l Junt;1o and OTOr & O!'W' of 
the Aode1 Dountalna . In ita conatr~tlon 10 &lrnlanea were used to 
c&rrJ 11,000, 000 tons of !~eiGht. 

Thoro Are 69 producing wella on the !&reo Concoesion, whleb ia 
O\-':lOd by the Colombian Petroleut1 Coanoey v bich h owned jointly b7 
the Tex:aa CoJ1'()ration and t he SocoQY Vacuu::. , Invoet:tent in it 1a 
o"ld to be $18 millions In the n! , o line sn4 $22 millions in 
dovolor nontal work . .. • 

4. Tho Liberal Party , now in nowor. has rocontly tlO.aacd. a 
~etroleUM code 4ea1«ned to attract =ora inveetcenta . It A~~ars that 
t hi 1 Oover~ent la headed for ca~ltal a ttraction, following the 
Vonez:u.ola.n OXG.::lplo r~ther t}'!.:ut the UerlC.fl.'l OlUI:I!)lO . :reYertheless , 
it ahould aever be forbQtten t~ t t here 1a a atronc toollnc tor 
Dl\tlonallsation in Coloobi& and that e.xceuoa and abuaot vould cot 
lo~ be tolerated. !'he 1n!luence t ho b&A&n.a co~nlet once bed in 
the lllu>ana roa;!on b&o be&e lor;;e1:r ro4uco4 . 

Regraded Unclassified



248 

• 

Regraded Unclassified



l . In 1939 iomort liecnsi"'! , 1>rior "J)C)mito f or lno'Orte.tlon, 
an4 oxchance r catr1ct1ona vere in f orce. 

Bomiooion o! earnin&o waa perc1tted, althoUGh a t limos alisht 
dol8YO were reported in the sro.nt inG of oxchADGe for othnr then 
oeaonti&l 1mporte. There vaa not, however, a defini te eatabliah­
cent ot imnor t cntocor!ee (indianenaable , neceeear,y , 1~/) . 

~ere were clearing arra.ngacentl wi th GormMy o.nd Jan.e.n , 8lld 
aoocial. arre.Djlomento with Ital.;y , S!>"ln Md lleuor k . 

!here vaa no f ree D&rket , although there wna a bootleg rate. 

After .l.u,;uot 1, 1939, the rulillj; "" " r escinded. wtereb;y 10 
trcont of the oXDOrt bUla delivered. t o tho Control Authority hed 

t-:J bo aold at. a anceWly low nrlce. 

b Au,;uat 1939 t~.e Ban!: wspcndod ito our<:heoe of coc'lenso.tlon 
o., rlal 1n order not to l.n.cnase tte hold1n a . 1Jh" t lta boldiu.;:a 
1·cro on t he ovo of war is not :::novn. 

2 . A otobili :ation fund of ) ,000,000 ncooo wao e roatod out of 

::.49 

t.ho ~ro1"1ta of [;O ld revaluation 1D Uovcmbor ·11 , l 38 . By this t·!onetary 
Str b111tat1on Lew the peso we.a etabili:od n t l , 75 to tl'1J dollP.r: t h e 
: ~OI\OtP.r.Y unit waa specified a s a coin of 900 pl\rto fine &old, wo1eh­
ill(l 0 .56424 sr01:1e ; tho lle.nk was to conpute ito GOl d val.uos on thh 
b:taia . 

The protita of revaluation vere 16,000 ,000 no1oa of vhieh 8 vcre 
t tti~ued tor ~ant of GoVerncent debt to t he CentrAl Bank. 5 for 
Gov-ernment account to be us.ed for public w r ke , 3 l!lilllona Co r !orna.­
U on o! & ote.bilhatlon f>lnd. 

In 19)3 tho exchA"'!e rate filed by the BaA< lwl fallon froo l , S} 
to tho dollar to 1. 73 on July 13, to 176.~ on Oct ober 5 . to 175.5 
on Oetobor 19, 19}3. 

3. :txebal>;:e reatri etlono dote fron Soptocber 1931. l'.atea 
vore aointained a t theio forDer Olll'itleo (1. 05 peooo to dollar) 
unUl Fobruaey 1933 wben the price of the dollar vao rohod to 1.16 • 
.U\or the United Stateo auapended t he GOld atondord it wa decided 
on AprU 21, 1933, tho caintain doll&r ratt unchAn&ed Md to <!UOte 
other currencie• on the baBls of t heir price• in How York. 
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.I'Ol!XICIIJ DlllWIQJ 
(Conti-- 2) 

lo&ter ln 19}} offlclal 4o1l.&r rate waa rat .. cl • .,.oral tll:lea 
W>tl1 lt roached. 1.26 to the dollar. At the ooao time tho oyat• 
ot exchange oontrol •• relaxed and a. early ao A.prll 19}} UOIIIptiono 
rrom obli~&tion to ao1l foreign exchange prooeod.a to the Central 
Bank were «~ted tor a number of co~odlt1oe; tor all other co~o­
dit1oo nov rogul.at1ono of Soptember 19}} requirecl only 15 peroant 
ot arpor t prooeeclo to be clelivorocl to tho Central »ank, 

In 1935 iomortero vere required t o file oopioo of tbelr ordera; 
after J.ucuat l, 19}6, lmnort parcito vero required, In the apring 
of 1?}9 orclero for gnocle vere no longer to be placed. abroecl until 
orior panohalon of Control .&uthorlt7 bad been roco1Tod., 

Arter the alclcllo o! 19}5, S5 percent o! axe~ purchaaocl by 
bMI<o vao being au~ to lbcb&nge Control lloarcl and balance 
u1-od for Oo'f'onmct requi~nta. 

4, Depreciation o! axcb&Dge o1Doe 1923 h obovn in the table 
bolovz 

Exchange Value o! the Peao 
(Conte per pooo) 

t:ear 

1923 
1924 
1925 
1926 
1927 
19211 
1929 
19}0 
19}1 
19}2 
1934 
1935 
1936 
1937 
19}B 
19}9 (.lUGUat) 

Eltobense Value 
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JOBiliGll Dll!!AI:GI 
(CoDtilltllld - 3) 

5. J'roa 1934 to 1938 (fin ;yearo) Coloabia produced more 
COld than OhO exported- 2,025,000 OUDOOO OOmp&rtd Yith 1,989,000 
ounooo. ho:o Janll&l7 to Juljo 1939 oho ~rttd oomowbat more than 
~roduction, tho loot of gold beinc about ~ milliono. Sbo b&o 
$2} m1ll1ono in gold and producoo $18 milliono annuallt, vitb 
output rhine. 

Tear 

1934 
1935 
1936 
1937 
1938 
1939-

Jan-
Juljo 

lxport and Production of Gold 
(In thouaando of tro7 ounooo) 

lxporto Production 

513.0 }411.1 
310.8 }29.0 
}40.~ ~·5 524. .2 
~.6 520.7 

21.11 328.4 

6. ~he tuture of the peoo under war conditione dependa on the 
price of coffee, tho expansion plena of foroicn oil ooapanieo, and 
the continud increaoe 1n gold production. Z...odiatol7 tho looa of 
tho Gorman aarkot docreaaea annual oxcb&nco &Ya!lab!litioo for !mporto 
by $12 mill!ono. Coffee lllOOuntin& to onr bolf of total O%J)Orto baA!. 
gone throo-fourtho to the Uni tod Stateo: d,. to 1 to n perior OOJI!l<lti­
t!n 'OOO!t!on It oboul4 be llble to maintain a YOl,_ and pr!co core 
adoquatol)' thaD :Bra.Uian coffee. 011 1t l1kol7 to expand and cold 
alto , 

~51 

Regraded Unclassified



~52 

Regraded Unclassified



Dior ep.r<iinc tho te::1p0rary 41olocet1on cau .. d by the v &r , a 
potential balance of prt.Tt~enta to lndJcate tr&Dtfor capacity on debt 
aervice it presented below: 

Export -potential 
Ie,.,rt-potontiol (defined ao tho 
t lcuro bo1ov vbich i::lpOrt o 
cannot be cut vithout exceaalTe 
interference w1 th vld.er natioll&l 
polltioo) 

llalcco of 1'rade 

Other credltt (oort dues , fore~-c 
exoendlturet 1n Colo~bla, etc . ) 

Potential crodlt of 20 ~1111on ncaot 

A,;ainot vhieh: 

Short- tara credit servicing 
!~on-corpor&to requirecenta abroad 
Hiocollaneouo 
011 and b~~ Co. remi t taneaa 

165 to 210 million peooo 

1~ to 175 million peooo 

15 to 25 cill!on peooa 

2 to 4 aill!on oeaoa 

4 ~illlon ,.,., 
2 
2 

Jl.• 

17 

• lloually it 1o calculat ed that exchen&o crea ted by oil and bananao 
Ia not f'ull:r auilablo Iince 50 pereont 1o llkol:r to bo left abroe<i. 
I f oil oxporta are put at 37 Nld bNlMao at 8 , t~.oro Ia total o! 45 
c illlon po.o e lnYolved.. Let ua &a.wle t hat clOTtlopcent&l poaaibUl­
tioe attract relnnataent of l a rger ahara or protlta to t hat oal7 20 
'OGrctnt of exoort ftluea vill be ucan.Uabl e , l.a. • 20 percent vlll 
be oent hoM ao dlrldendl , etc •• 9 .000 ,~ peaoa. 

t'bla l••• • a balonce of 3 to 5 million ,.,., ~ftilable for 
exteraal debt aerYiee. 
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1. !bare 1a a Ca.tr&l J&ak, thne OoTe.raaent.-coutltuted. 
aortc&«e l>Pb, 10 utln co..•rcl&l buka, tour fo!'•lp. ba.nka, 
one aat1Te aaT1nc• 1.ut1tut1oa, a II'W11c1pal c.re41t be.Dk, aa4 an 
Agrleulturol , lnduotrlol &Dd Mlninc Credit Inotltuto, 

2 . 'rile four toroJ.cn banlu aooount tor prol>aU:y lou than 
one-fourth of tbo oo .. erclal biUild.J>C buoinou. !'he:y aret Rt>7&1 
:ilo.ttk ot CU&4&, B.ok ot London au South .kerice., llationol City 
3attk of llw York, -o J'rucoo o ItolhllO pen a .kerlca dol SUd, 
'lbe German OHreeaa baD.k 1a DOt repr.ae.ated here but tb•re 1e & 

c;.,..., inotituUon called-. .Uottall J.otloqaana, 

!l'ho llationol Cit:y :Btu>lc of 11.., York occuploo a podUon 1n 

the baolt:iDC otl'\ICturo IIIUGh interior to tho .American trado position 
with Colombia, 

}. !l'bo Central ll&nlt: vao utoblbhod on t bo ree<> .. ond&Uono 
of tbo .:-oror CO&Iliulon in 192}. CoDoldoro.blo roThlon of t bo 
origlul orc&ale· law wu neceeaary and there U. been INCh aci.Terae 
eoa:ze.a.t on Us• work of the r..eror Coc:::iaaion. !U law waa aodi­
tiod in 19}}. 

Sharoo aro diTidod into ~ oharoo vlthout TOtinc power hold 
b;r tho Conrnaont, J oh&roo htld b:y nat iTo b&Dit:o and C oharu hold 
b;r toreitp1 banlt:o , both groupo of banlt:o holdi"C oharoo of muo 
equel to 15 poroont of tbo Jll'id-up Cfopital and ourpluo, :0 oharoo 
bold by tho :public. 

Directo!'a an e:ppoi.rtte4 t.bree 'by the OoTerm:aet, two br n.a·Uye 
b&Db·, on. by torelF baDl:a, one b)- bolder• of D llhaHa, one by 
Yat1oD&l tederatlOD of coffee T.ad.ora, one b;r cbaa'Hra of co::r.e.ree 
and tho acrleulturol oociotioo. Conrnor ot the bank h oloctod 
by aeTen aff1nat1Ye TOtea. 

J.utonoQ of the knlc bAa be•n preaerved. ~. Bank b&a been 
praised by Conruont otficiolo tor ito ald durinc tho Leticia 
cristo Which roquill'od boaT:y 101litar:y expenditure•, tor bu:ri"C tt-o 
bu.llc ot ho"" of e<>tfoo -t7 bondo dur~ the 4tpHuion, tor ito 
aid in untrooolnc dobh ovlnc to co-rcial baolt:o, and tor ito 

o:rchaJ>ce ccatrcl vorl<. 

llationolhatlon of tho Central knit bao baeD porohtentlr 

acitato4 tor. 

'lbo Central Jonlt: 1o pomittod b;r h v to cioal 4!rootl7 v1th 

tbo pUblic, 
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l!.I::X:IllO S'E!!CYo'Xi: 
(Conti"""d • 2) 

4 . l a 1932 ~he GoTern:e : t undertook t o deal vi~b fro&on bank 

dob~•· Pobruery 11, 1932 , ~hero vee oo~ un the Colottbien Credit 

Con,orn.tlon. a private corporation vho ae aharoa vero held only by 

co:...c.orc iAl bo.l:llt:a viahlng t o u ae 1te a en1coa : 3.1r:i we.t gradual 11qu1-

l'\.r.tlon of frozen obl it;a t. tona held bj tho ban!-:. . Dec ree of A.:o_rll 

22. 1932 . oNLbl od r epey111eut or f rozen coc:J.e rcla l cr edi t s to banka 

. .o.rUy in ata to bonds At nonl NLl valuo: in turc t h o banks could 

~orrov w to t be ta.ce 'f&lue on t he security ot tbeao bonda at tho 

Central llanl:, 

5. In 1932 t here v"o oot up t l'.o Control ~rtS~~CO l!cnle with " 

cal"l tel ot 20 ,000 ,000 poaot. of which 12 vae to be tunushed by 

t he Cen~ral 3ank and tho res~ b~ other benko chiefl~. It bocon 

o'>O:·ntiono in Au(;uot 1932. For Ita ! ! rot ~hroo yearo 1t wao U r.itod 

to a:ort~o l oans vboae 'Oroceeda would b e doYO ted oxclua1Y017 to 

r~ont ot obl 1gntione to co:ocreiel ~ cort~ b&Dka. Jt vaa 

t'Uthori:od to i aaue bonda carrying a Oovt~rnaont guarantee . 

~ore waa alao the Baceo Agricola Hiuotecart o .n4 Banco 

Rir.otec~rio d e !o(lOt& vhoae obl1i;&t 1one e&.r%7 Oovernnent £U8-r anteea. 

llon 1 of the l atter have been in default , but on ita etock it. he.a 

""ld dlrtdOJ>da both to lntel'DAl and oxtorn&l holders. 

6 . In 1937 .. lav prortdod !or t l'.o .. t abllol:cent or A oy atOIO 

of t erritorial cro41t b anlca t o 1\mplement the Contrrl ~ort~e l3ank 

which 11 t.blt ottici al 110r-t.g8«e 1nl:tltu Uon now. ~••• n.ev l c.atltu.. 

tiona ,.,uld l:lB.ko loano oaly by rn&l 1>rooerty , oaly I n aqlcultural 

roc iona not previouslY eorved by exlatlng ofticinl banks , be 11Dite4 

t o } ,000 noaoa l o&Aa per piece of p r operty. charge & r a t e ot interoat 

~ ~ercent. O?er t h e c~~CO• ot t he extatinG Central V~rt~e lank. 

Co.!)i tal would be provided 50 p e rcent b¥ d.epArt:~eo.tcl £0Yernment , 25 

'">Crcont b~ municipal M4 25 porcant by outsiders . I! tho latter t><o 

.!1J. r.ot to.l:a their share of tba au.bscrintlona, Ce:1tral Uortpee 

!Nile eoul4 teke t he stock: . 'lbeae terr1t.or1al benD were a ll:ed to be 

aroll- man •a credit 1nat1tutiona, of wh ich there la a , reat nood. 

7. J. ~oJeot. tor a poatal. aarlnca aya tc vaa lo,tsUto4 on in 

October 1937. 

S. l)lscoan~ rate o! tle Central Bank VOl reduced b7 otoceo !rea 

9 "" reent a~ tho end of 1929 to 4 p ercent I n A>lj;us~ 1933 o laco vhan 

1 t bo.s not been incr eaaed or lovere4. 
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Ooloa1>1a ,_ 
U') 
( •I 

.Ave r-a-• 19)4 

.... Central-. 

Oo1d end toro1cJ> ue~w>ce 18.7 
Credit oporaUo111 48.5 
Wotoo in c1real&t1oll )6. ) 
DepooUo 27. ) 

l!, Otbolr-. 11) .8 
Oo-orc1al 1ouo 75.6 
Depoo1 to , 1nc1wU"4 oartnga 113.3 
llortgace Louo 

c. ~ 
r1dac1&r,r c1rculat1on 58.2 
llo~W7 in banda ot INbl1c 511-5 

li.Cli[I!;(l .1m IV l!IIS 
(In millions o! poooo) 

1935 19)6 19)7 1938 1Jo.o. -Jul7 

25.9 }4.6 42.6 411.0 11).7 
50. 5 62.6 61.3 6).) 56.2 
37, 8 115.9 51-7 ~-7 ~-0 27 .II }1.0 39.8 1.6 .7 
49.0 61 .0 76.} 82.9 92. 4 
76.7 ~-7 ~ -0 98.9 111.5 
112.11 .} . ,0 50.} 53.0 

64.3 7}. 4 79.3 79. 4 8) . 1 
57.1 6}.} 71.6 73.5 77.3 
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1 . Oo1•'b1a hu repea\e4l7 &oeer\e4 1\o faith ln the uu o! 
torol.cn teclmical aaalot.....,o. Durin& the 1920 '• obo rocel.,.ol \he 
a oolotanoo o! an £alrlcan !ln&nol&l Ditolon (JA..erer), a Oeraan 
eoluoatl onal •ieoioa, a 8wioo •111tar,r •looion, a Be1«ian to1o­
t raph1c aieaton, a lw111 Ouatoma mit aloa, and vartoua other foreign 
au1atuce. 

2. Her toob.D.lci&Do ..,.. hich17 rocoptln to 14oao 4 ... oloJ?"4 
abroo4 an4 tho otrcnc pr14o in aatlonal ot!ort heo aot lntorlore4 
with the Ull of auch aaelatance. 

}. ~oror """' oa aaUonal baDklac &n4 tln&Dco hu b­
vl4o17 crltlcloe4 1n Ocloabl&, u elo111horo vhero it vao !Urniohe4, 
Much ot the work hao - Wldoae 'by oul>ooquon\ lopolaUOII, """h 
of H pro.,.4 icpr.ctlca'blo an4 11110&\h!antol)'. 
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Sooretar,r ot 8tato, 

Yaohiactoa. 

• 

2223, 00\olln }1. 

PLUI 

I.e114oa 

Dato4 00\ollor Jl, 1939 

lteo 14 7tli5 ..... 

Ia • lew ot t be l.lllol"'..,..o U"lolac out ot t be o..:oa4 

pe.rac:raph ot \olegaa lW, Septouor 21, 6 P·•·, I caaoo4 

tbe latorw.Uoa ooat&1JI04 la 70V 1267, OOtollor 21., 1 p.a. , 

t o llo llroucl>t to tbe attaaUoa ot \be JrlUoh troa""-'7 

with whoa reoh tho 'lll.tlato reepoalllllll\7 tor tho 

roculaUoll ot torolCll oxcbQc9 aa4 \oo..,.o thlo lo aa 

laportaat poll1>7 utter tor u. Tho JrlUoh Troa1V7 

hao .... ooat • lottor olll>loolmg lto oucrooto4 replJ to 

t ho Dap..-taut ot 0-l"'o'o laqu11'1t •Joth 1Uaiot17 ot 

Poo4 aa4 prhato lJoportero ano allovo4 h PAT tor coo4o 

bpono4 tr• tha U1ll to4 Statoo ot .U.rl.,. oltber la 4ollU'o 

o r la otnl~. tre.....,. oa t ho Yholo proto.r p-t t o 

k Milo la 4oU...o -ro t hlo 4ooo aot apoot tro4o ouahao, 

.....,. ben 110\ lal4 4oYa D7 tlxo4 r'lll.o, •thoro lo ao 

qvoUoa ot Uk1Joc .Aioorl<>AD oxportoro to aooept p&1110Dt 

b. llloolto4 otorUDC· DollU'I at tho ottlolal rate aro 

craato4 for all coo4o vhloh haw \loa or Ylll 1lo aot•ll7 

bpono4, It coo4o ..,. oa \be ~rt rootrloUoa Uot, tbo 

.Aioorloaa 

2£0 
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AMr1oaa ••n•r aboal4 oaUe~ biuel! 'ba' aa 1-rt 

Uoe""• bae "- or will lie _,... •o raolt. l ll<f'lll'7 1o 

o! oouroe -••1&1'7 b. tbo oaoo of po4o aot oa t ba I.Joport 

rutr1oUoa Uot, aa4 la tbo oau of peclo pv.robaoecl 117 

or o" lllhalt of """.._"' uparbo1>\l. • n 1o aot tba 

pol107 ot tba lfaUecl Xla&doa ~t to - plll'Cbo.oeo 

oa ooDd.l Uea ' bat t ba •-nor caa ........,. to aocopt 

&Dill aa'l RC&W•tteu for puebuee oa t h111 terwe wre ..U 

ll>to..-4 of arq onoch oua .. uou - · 11> ord.or tbat tl>IT 

~ ezplall> to thooe OOIIcemo4 that ouch ·-•Uono are 

aot 4eelrable,• 

IIGL 
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f01 ~ Aaer10&A J:aba .. 7, Llaa, Peru 

»O,I M 

D.lftl OGtober ;n, 19~ 

1'he Departaent would lUte to haYe 111tonoat1on b7 

telegr~;~h ~egard1ng the t ollow1ng po1ntl , '!'b1e 111tora.­

uon 1e daelred 1n oonneot1on w1 th the atud)' vh1oh ve 

are ll&ltl.ng ot Perurlan requeeta tor ahort-tal'll orad1 ta, 

l , !be late at poa1 t1on ot the Oantru B&lllt, 

1nolullng t ore1gn exchange, gold, orad1ta to the OonrD­

ment , b&lllt1ng red1eoounte, depoa1ta , and note o1roulat1on, 

(The lateat etatement vh1oh ve haYa here 1e one dated 

J une 30,) 

e. Import and export etat1at 1oa a1noa June. 

3, What 1a the YOluae ot tranater ot 1ntereat 

and d1rldanda taking place at the preaent t1mat What 

1a tha YOluae ot oap1 tal aoY-ntt 

4., Ia there an aoouaulatad back-log ot o-r o1u 

VI 31l 
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Ootober ~1, 19~9 

- -
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RFP 

SEcrEtory of StatE 

11tuhington 

ORAY 

Paris 

Dated OctobEr 31, 1939 

REc ' d 2 :15p.m. 

2616, OctobEr 31, 1 p .m. (SECTION ~YO ) 

Caill~ux quotEs Brinkmann aa ~aying : "all our rEsErvEs 

nrc cntirElv ExhaustEd. By thE mEthods which wt havE em­

ployed we hnvc arrivEd at n much lower quali ty of pr oduction 

nnd a cost of production cons i dtr3bly highEr (***) wE hnv t 

had even to pay for n cannon n pr i cE for which wE should 

normally rtctivt tEn cannons and tvtn that cannon is of nn 

infErior qunl1ty ns has bEEn proved bEyond quEstion" , Wi tb 

this no Q prEambl~ Caillaux discussES lightly " threE EssEntial 

things to considEr : thE lack of food supply for thE pEopl t; 

the question of oil and that of iron orE" . He then procEEds 

to "borrow" from thE rECEnt sEnootionnl book Of Lnjos 0 GErmany 1 : 

war chances• to show that thE Gtrman foodotutf situation is 

worse than in 1914; hE quotts no figurta in this rEspcct , 

Aftcr a general ass Ertion thnt thE Gtrmnn population is "undrr­

nour1ahcd" he has tens to add that 11it 1S hardly probabl E that 

foodstuffs rtstri ot i ons wi ll dEttrminc the i ssuE of t hE con­

flict" , Turni ng to oU hE says that through its crtort s 

toward autarchy Germany in 1937 was able to pr oducF. by 

synthetic 
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RPP - 2 - #2616 , Octobtr :n, 1 p . m. (SECTION TWO) frca Par1a 

synthtt1o mtana aom£ ~5 .~ ot tht 51 1501 000 tons oonaum<do 
-.. 

BULLITT 

HPD 
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REB 

Secretary of State, 

Washington , 

ORAY 

Paris 

Datcd October 31, 1939 

Reo ' d 3•50 P• m. 

274 

2616, October 31, 1 p, m, (SECTION TUREE) 

Oernan eoonomists , he says , Est1matE war time petrolEum nttds 

at not lcaa than 15 or 20 million tons per annum and some 

ot thea£ at 30 or evEn 40 million tona . Taking tbt most 

favorable minimum of 15 million tone he aaka whtrt it i s to 

bt found . He statts that Rumanian production tell from 

B, ?00,000 tons in 1936 to 6, 3501 000 tone in 1938 - at the 

moot Germany could obtain there but 4 or 5 million tons or 

ito indispensable imports . As for Russia ht quotes a rEcEnt 

lssuc of the ECONOMIST (SeptEmbEr 2) to the effEct that 

Russian exports have fallEn from 6
1
000,000 in 1932 to 11

1
000 

t ons in 1938 that all thEsE .xports hitherto paso through 

the Black Sea and that lack of ta~~ oars will prEvEnt "apprE­

ciable quantities from reaching GermanY" (presumably by over­

land rout c) • Ht strESsEs thE autbtntlolty ot ECONOMIST 

articles and the i mportancE of oi l in modern motorized and 

air warfare . He asks whether " the CErmnns have not shown a 

s i ngular laolc or fores i ght i n basing their strategic con­

ception• on a l i quid of which they do not even possess the 

•~llret port i on, " 

CSB 
BULLI'M' 
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RPP 

secretary of Stat£ 

t.Vaahington 

ORAY 

Pari a 

Dated October 31, 1939 

Rrc ' d 3:08p .m. 

2616, October 31, 1 p . m. SECTIOII FOUR) 

He thrn turns to iron ore ot which German production in 

1937 he aays was but 8 , 620,000 tona compared to 1mports ot 

20, 620, 000 tona. (Curiously tnougb he omits mtntion ot tlu: 

1mportant ptrctntagt ot tht i mports turniahtd by Pranct 
(thousand?) 

namely 7,133 milli on ton~) Sweden of courat will bt the 

principal sourer of supply and ht pointe out that the 

greate r part of Swedish iron orE Exports hitherto have com• 

through thE Atlantic port or Narvik which i• vulnerablE to 

British blockadE . To s hip quantities of iron orr to GErmany 

by the Baltic ht says •would ntcuaitatc tht construction or 

a aptcial railway" . Ht tbtn mtntiona Germany's duptratt 

trtorta to 1norE&st iron and attd producti on through tlu: 

rtquia1ticn1ng or vark gates, iron grill doors, t t CEtEra. 

He int1mated that tbt Turks rtvtaled on March 1 , 1939, that 

six atetl ships producEd by Krupp and recent ly dt1ivtrt d to 

Turkry "bad immEdia t ely to bt withdrawn from ci rculat i on and 

aubJtcttd to a complEt E ovEr haul ing•. Aa authority hE cit ra 

the n£wapaptr TAN. Cai l1aux tbtn proorrda to de votE tht 

r rmaindo:r 

Regraded Unclassified



RPP - 2- #2016, OctobEr 31, l p.m. SECTION POUR from Paris 

rtmaindcr ot hie articlt to cursor, examinati on of GErman 

psychology and thE thtory that Otrmany throuSh its 

appl1anot to scitneE bas nar rowEd Otrman intEll igEncE with 

rE&ptot to "gEnE r al idEas". HE concludu hiD articlE with tht 

following paragraph : 

8\JLLITr 

wwc 

Regraded Unclassified



• • 

01 'rM -peUo&ee et ell utlaM 4ert.ft ,._ U..lP ~tee~ ...... 
. ... , ,_ ........ , • · ··-- ..... "'-liii 1Fi ... t ilt• ·~· 
'l'ba Me~ ef ._peat ,...,.s., wtle" leheta 'l'aet._ 
dat~- 1100,..... ,.... ...,._1M_._... t hi!U .-
pet'Ml - .. ~ •• Uletl' ont'-1 lJiat.ltllttF, te a. -• 
lart .. <rl.U..t&ee et \be •apet-ae tePSSSle• , 

ta ~ etNlee tM &Ptlale 111• •t a \t ... _. .,... "' '­
u .. , ul'l • • woad• Mw -- or lt ... ,...u, wr Hwo l»7 
•Ul .. IIJ tlla &Ptl ola ..,,.,..... ta tlla •••~,... .. oa M 1Hl .. 

.... , lllMS tM - ,. II\ .... 1l .. tl ... Of Y0!'118ff l! ... ill 
nr ee1'lo•neaa a... et ...... ,.bU...., 'ft.rtou stoto-u 
oo a. aaoaJq o r oo.....,, ba ... • s tole M4 p...,.ltlJ U.. 
, ..,loto atotlatlu, • pc 0 1 ' • 01' IIVS U "'lft, Tt1e 
tlibactJ IIAJ •• "-~ '"- • ti>S aa- tt• '*"-' 
. ... ~., •• l orlla 111M ..._ .... 1 .. , .. - .... ua."io ~to 
at U.t --· -~ .. Ule ~ at "'-' _ ... _. 
ta lw'lta's tel..,..,. Ia. UO at r•~ t, ,.... ...,. • 
... u.. •• , •. 

0 3 V i3:> 3R 

1ft)~l)lJ'~ .,n "'I' '"A ;'IT 
• 0 ..... .-

Regraded Unclassified



ScorE tnry of StatE 

2230, OctobEr 31, 8 p ,m. 

!IRAY 

LONDON 

~tEd Ootobrr 31, 1939 

Rcocivcd 5 :05 p . m. 

P ' :l. 'l'- E SECRETA.~-: CP TU 'l'REASURY. STRICTLY c= p, _.>~ -

DE 11'1" ~ AJ, • 

Wl>J.3!nm oo.mE 1n to aEE mE today ond go.vc mE o. r E­

visEd list or sEcurit i Es whic h now total about ~809 ,ooo,ooo, 

Inoludcd 1n tQ13 howEvEr is ~so,ooo,ooo worth or Dominion 

e>nd Colonicl sEcuriti£ s which roy not bE very En ail¥ 

bCindlEd in AmErican 111:\rkEts . I ncluded o.loo in this 1'.' '!'1"£ 

is Q42, 000
1
000 worth or a Eour1tita oold durin z thE last 

two mon ths t ~241000,000 1n SE, t£mbtr o.nd tor t h E firot 

20 odd do.ya of Oc t obEr 18, 00C, OOO, bUt they gro.nt<d Q\~tE 

Cl few pcrm1asions for so.l<s lo.at wuk, n od what th£ 

ti~l t 1.,ur< tor OctobEr wUl b E, 1 do not know. 

T>-1a ·~&09 ,000,000 i s undE up oo follows : gove!'lll!l<nts 

47 ,ooo,ooo rorcign, munic ipal o.nd p rovinoi ol 7 ,ooo,ooo 
Dominion o.nd Colonial 81, 000, 000 utility 94, 000, 000 

r e>ilroo.da 80 000 industria l booda 3841000 industrial utooka , . 
388

1
000, 000 industria l supplem~nto.ry 92, 000, 000 bo.nk, 

i nDuro.noE C\Jld trua t 22, 000, 000• . 
On thE 8 list, which o re e c uouritics tbnt will 

bE 
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bE vn•y l;:uoh olower to handle , the totnl 1s about 

~12o ,ooo,ooo made up a n follows : foreign 0ov<rnm<nts , 

munic~vc.ln , r t c• t •rc 1,ooo,ooo util i ty 2s, ooo,ooo 
railronda 20, 000, 000 i nduotrkl 69 1 000, 000 banks , i n­

surnnor a nd trust 11, ooo,ooo. 
B"tter.,orth is to'<1n!3 theor ool'rccted Hots with 

him on t'•e p l:lne next Vl<dnesdr.y. 

f nt of thr great difficulties t~t ~~i3hom finds 

~1mself in tht midst or with thr Treasury is that for 

t.~t a·· t l ah GoVErnmtnt to tel'.!: !)OOO£Doion of theo£ sr­

our1tito t '·ry must give out th< Hot. To my '<lo.y ·of 

thinking , if t~ty e ver g1 ve out thio l1o t , you onn 

ki os t"< :\lo.rl<et "good byr" na far ao moot of these 

otourit1es arr concrrned, unltso we havc a \lildly 

bullish American morket . So ! :10vc urged otron3ly t~t 

this a::.ould not be d<n£ and hE has no-.. proposed to the 

Trra oury n oohcmc to tl1m1n.-, tr the publia'ling or t& 

liat. V/hetCll: r t.'lis will be ncc<;>ttd or not, I do not 

kno.. . I do knOI'I it uill bt very bad for ua 1f n list 

1s rvtr mdr public of these oEO\U'itica . 

He hcs made n lis t of o.p?roximatcly o<vtnty odd 

securities on which ht t hinks ht onn reasonably soon 

ro.isc something over ~400,000,000 and sincE thE total 

thty wnnt to ro.l.se for th< first yrar 1a ~soo,ooo,ooo, 

if t '•l s ).1.quidnt1on works out c.s hr plc.DD, ht will b t 

WEll 

279 

Regraded Unclassified



.. 
BBA - 3 - #2230, October 31, 8 p. m. t'rom London 280 

well eatiatird , H£ is going to gi vE mr tbr l i st of 

securities thnt mnkE up this tot al nnd I will send it 

to you just as soon ns I bnv£ it , 

As n mn tttr of 1nfornn tion bE told mt b£ snw 

th£ plana yra tcrdny f or tht nrw lorun rund ht sn1d th r 

British Govtrnm£ nt or E hoping t o rn1a£ 5001 000, 000 poundsoH£ 

of oourac knona tllty wont reach 1t. ThE rntc will b£ 

somrwh£rr bEtwEEn 2t end 3" nnd thry bQvc plllllo for forced 

<l1otr1lr•t1on of the bonds thct c.rt not tnkcn which he 

says mn~ts vrry unplcnsnnt rrc.d1nz. He woo lontb to 

give t~ dttoilo oo I did not , rros him, 

KENIIEDY 

RR 

ul-' ! t , 

er.er 
... 
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S<crrtary of Stat< 

Washington 

2625, October 31, 7 p. m. 

POR THE 'l'RBASilRY. 

GRAY 

Pari a 

Dated October 31, 1939 

Rcc ' d 7 p. m. 

A drcr££ publishtd in thr Journal Ottioi£1 thia 

morni ng auap<nds thE i ssuE of thr eighteen month 

bonds issued by th£ Autonomous National D<ftnsr Board 

undtr auth~rization or July 12, 1938 (Embassy's drs­

patch No . 2621 of July 13, 1938) from today . (Th£8£ , 

arr not to b£ cl'nfus<d with th< two yrar armD.mrnt 

bonds launched t his past aummrr, trl<gram No , 1236, 

July 1, 1 p . m. ) . A furthEr dtcrr• orovidrs that 

beginning today ordinary Trtasury billa with maturitirs 

ot aix months and onE ytar will be iaaurd undrr th< 

namr ot "al'lllAJIIEnt bonds" , thE tormrr to brar two and 

onr halt prr crnt inttrEs t and thr latter on< p<r 

cent . Thia drcr<< i s intendEd t~ a t imulatr public 

intrrrst in purohas£8 ot short trrm Oovrrnmrnt 

i ssura and 1a supplrmrnt<d by a turth<r dtor<£ art­

ting up a •national committe£" obargtd with supporting 

t hE Oovrrnmrnt• s ( war ) r ttort not ably by propaganda 

tor 

Regraded Unclassified



- 2 - #2625, Octob<r 31, 7 n .m. trom Paris 

tor thr subscription to armamrnt bonds ntrmitt ing 

this committEE wr 1oh i s dtsign<d on a smallEr soalt 

and by morr Oall i c mEthods as a sort of oounttrpart 

-· 

t • our wartim• libErty loan committru IncludES twEnt y­

tour dlatinguiah<d French public m<n hradtd by OrnnEral 

Nol l <t, Pr<sid<nt ot thE Autonomous National DEfEnse 

Board. It includEs rEprESEntativEs of the Prime 

Mlniatrr, thE Ministers ot Finane<, Armament, Broad­

cas ting, thE Grn<ral Commiss l unrr ot Information, and 

Communicat 1on: Cardinal Vtrdir.r, Pas tor BoEgntr , 

PrEsident of the ProtEstant Federation of France, 

Grand Rabbi Schwartz , th< GovErnor of thr Bank of 

Franc< , th< PrEsidEnts of th< Paris Stock ExchangE , 

Bar and MEdical Associations, thE Chambrr of CommrroE, 

thr PrEs idEnt of thE Academy of Agrloul tur•, tt cettra. 

(END SECTI ON ONE\ 

BULLITT 

DDM 
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AC ORAY 

Parh 

Datrd OctobEr 31, 1939 

Rrc 1 d 7:29 p.m. 

Secretary of Stat< 

Washington 

'1 • 

262a, OotobEr 31, 7 p .m. ( SECTIO N TWO) . 

Rrynaud in a~drrssing a fight talk to thr abov<­

mcnti • ncd national committEE t oday at its organization 

mrcti ng announcEd that in contrast to thE last war 

wh<rr no "com~ lc tr budgEt" was vot•d hr is prEsEnting 

in n r•w days a budge t "which rxolusivr of military 
over 

cxprns rs of coursE amount s to/66, 000 , 000,000 francs 

and which will bt balanced" . 8£ addEd that in s pitE 

of 1' gigantic Exptndi turrs" madE abroad, Frc.noh for ­

Eign rxchangE rESErvES havE not b<En touohrs thanks 

to thE rEturn of capital 'llhich sti ll oontinuu . B< 

addrd, "You can say that deposits in s avings banks 

rxc«d withdrawals, that thE circulation of bank notes 

is drcrcas ing and that Frrnch rrntcs arr a t quota­

ti~ns highEr afttr two months of war than on the 

EVE of Munich." 

Thr Journal Offioi<l likrwisE publishes thE 

forms for the dEclarations of ass•t• h•ld abroad 
which 
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which as providEd in thE p•r t in<nt dEer••• (our t< l <­

grams numbErs 2028, SEpt EmbEr 18, 1 p .m. and 2394, 

October 9 , 7 p. m. ) mus t bE submittEd DEo<mb<r J 

oovrr1ng hold1nns as of NovEmbEr 15. Cop1<a will bE 

forwardEd by mail . 

A furt hEr mtasurE in this mrrn1ng ' s Journal 

Ott1o1El authoriZES t hE ministriES or Agricult urE , 

P1nanoc and CommErcE t o grant r<bat<a not <xc<•ding 

60 francs pEr quintal for cErtain quant 1t1CS Of sugar 

importEd prior to NovEmbEr l with a v1cw to maintain­

ing n<ccsaaryatccks . (END SECTION'mO). 

DPM 
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Secretary of Stntt , 

Vlnsh1ngton . 

Parh 

Dated Oc tober 31, 1939 

Rrc'd 7 :35 p . m, 

2625, Octobt r 31, 7 p . m, (SECTrON TnREE) . 

Thl: nontb tnd l1quidnt1 on puord ott quit£ satis­

factorily with n carry- ovrr rat• or onr hQlt ptr ctnt 

co::.'!)(lrtd to tlr££-qunrttrs ptr crnt a oontb ego and ont ­

ho.lt per ocnt tor tbt ttld- oonth liquidation. 'l'h£ curb 

rntt nns reduced froo seven nnd n ho.lf prr cent to fivt 

nnd n hnlf per cent . Rtnt•• c "'tinued thdr recent o.dvo.nct 

noving up from stvtnty centimES to one franc twenty-five . 

Tht lto.linn Cnbintt oho.ng<s which arc moot wtlcomt hEre 

1n part eooounttd for n turt~tr advance of Suez of 440 

franco . Thl: rtotnt bttter tonE of thE Poris stock mrktt 

1o due in part to thE pouibly over-opt1tt1otio btlitf that 

tlu: lo.clc or activity on th£ wutern front 130.)' bt froo 

"bta1tnt1on" . (Bourse circles thus attm to ovtrlook thE 

fo.ct thn t tt.: heavy reins of tlx po.a t fortnight . would in 

)•I r~y 1~v~t haV£ prtvtnted largE scalE operations . ) 

Aftcr November 2 tht e<C\U'itico ru~rk<t will bt open 

P.t91 t t o•f.!J:l:30 to 1 :30 trom llondoy to FridaY instead or 

·· 12 to ~30 hours previously prnn1ling. 
BULL ITT 
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Secretary of State, 

Washing ton , 

Pari a 

Dated October 31, 1939 

'lec 'd 7:47 p .m. 

2625 , October 31 , 7 p , m. (SECTION POUR) . 

Today' a financial prEss carries thl: following com­

~1que issued by thE CaissE GEn<ralE de Reports ct de 

Ot'Oots (our telegram No , 2615, October 30, 7 p . m, ) : 

"All deposits tntrusted to th£ bank arc covered by 

innEdintcly available ass•ts . ThE Mendelssohn credit 

i s not included in thEse assets and tb£ loes w~1cb may 

result therefrom 'Nill not affect the capital, Th• Ca1sn 

Ge neral< de Reoorts ct dE DE pots will continue i ts opera­

tions as in the past and will maintain full activity on 

thE bourn " •. Agcnc£ Economi(l\to· <~ rlnnnciere indicatts 

t'lat ~hi: rorcgoin6 occasionrc\ no s;:.>•vriae in 3£lg1um in 

view or urlier rumors but bo~ds ~h:l t 6bartholdcrs 11111 

inevitably sutf<r , 

The aamt oft1c1al rEr>orts t hat tlv: Swiss Federal 

Govcrn\mmt 'yuterday approved t!x budge t ror 1939 at a 

lEVE l or 596 , 500, 000 Swi ss f r anca with a deficit of 

~~;~od , OOO·, (END OF 1£SSAGE) , 
BULL ITT 

DDM 
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HY.Jr: Bello. 

Oo~ober 31, 1939 
10119 a ••• 

287 

Operntor: Mr. Welles ie ou~ or hie ottioe tor a l ittle Vhile. 
I' ll have him oall rou. Bbe eare abe oan reaob b1a 
in a little while. 

m:Jr: 0. K. 

o: All right . 

11:~5 a . a . 

Operator: Go ahead. 

m!Jr: Hello. 

SUIIIMr 
Vellee: Good morning, Henrr. 

l!Y.Jr: Hov are yout 

W: I' m t1ne , thanks. 

HMJr: Sumner, I don't knov whether you have any nev ideas 
on thie thing. 

w: Well, I have two. 

ll!!Jr: Good. 

'II : I han talied V1 th Kr. Bull •••••• 

I!Y.Jr: Yuh. 

li: •• •••• vith regard to our tall: reaterday even1D8-

HMJr: Yeah. 

'II: 

l!MJr: 

ll: 

ADd he teele that be ooul4n 1 ~ epare Pa evolalQ' nov. 

I Me. 

Be neede b1m here to do oerta1n work tor hla. 

HMJr: (Laugha) l~ouee me 1t I lau~. 
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HHJr : 

w: 

!IMJr : 

ll : 

ti: 

11 : 

h1~Jr: 

W: 

!JMJ r: 

II: 

V!! : 

tt!Jr: 

II: 

HMJr: 

II : 

268 
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And my own personal auggeatlon le -- I don ' t knov 
what you think or lt • • ••• •• 

Yeab. 

•...•• lt you wouldn't aonslder trying to ge t 
Roswell l~agill to go. 

No. No - - I -- he's no use on that sort or thing. 

You t h ink he would not. 

~o . 

He did a ver y good job tor t he Cuban goYer111:1ent, 
you know. 

Wel l tha t va s h is tleld, wh ioh i e taxee, and Vhen 
he vee here ln the Treasury he took no interest 
ln anything exae~t taxe s . 

He 's excel lent on taxes but not on ••••.• 

Yeah . 

No. 

Wel l, t hat's too • ••• • • 

A.nd I I had t o -- oh gosh, I had t o go down on 
my knees and ltiaa h1 a bi g toe t o gat him t o do that. 

UiD-bm. 

'l'ha Cuban one. 

Yeah. Well, how about yout 

Well , t he only t hing -- the only t hi ng t hat I 've 
got 1a I thought about it -- wee t hla tha t a a or 
Friday Mr. Duggan wee to go and I 'd llka very lllUCh 
t o eee him go and represent us ae wall ae you and 
than we'd be pleased to let Cott en and Hansen and 
Bobm1dt go also - all three • 

.Ul right . Tba t mar be the but euggeat lon but 
I 1 d better talk. it over w1 th Hr. Hull. 
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HMJr: 

11: 

HI!Jr: 

w: 
HI!Jr: 

w: 
IO!Jr: 

v: 
H!'.Jr: 

\1 : 

!liiJr : 

W: 

- 3-

Ab • ••••• 

Cu I let ;rou !mow aDd I '11 Me ;rou & 1: three '1111 
&tternoont 

Oh , aurely. Surely, but we'd 11ke to eee Duggan go. 
And we'd g1Ye h1a t heee three .. n. 

All right , Henrr. 
Hanson t&lke 8pan1eh and Soha1dt t&lke Portugeee. 

Ua-ha. 

So that .. . . . . 

All right . Yell, I '11 t&ke th& t up be tore I ••• you. 

1\igbto. 

'l'hank.a. 

!hank you. 

Goodbye. 
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Ootober 31, 1939 
12:05 P••• 

Edd18 
Greenbaum: Hello. 

~!Jr: 

G: 

~!Jr: 

G: 

G: 

~:Jr: 

G: 

I!HJr: 

G: 

R!!Jr: 

G: 

!iv.Jr: 

0: 

ij),(Jr: 

Edd1e ••••• . 

Yea, Henry. 

I ' m oall 1ng you up on Treasury businees. 

Yeah. 

We have a very d1tt1oult tax case. Whether -- the 
difference between Justice and the Trea eury and in 
and within the Treasury. I've never done thie be­
tore but I'm asking three people to come dovn tor 
t he Treasury, 1! t hey'll come, and l i sten to our. 
ovn Treaeury l avyere to adY1ee ae and I'm aaldng 
you and Magill and Inollenberg. 

Yea.'!. 

Th.ia 1 & entirely agreeable to Foley, Hanes and Guy 
Halver1ng. They're al l tickeled to death . See' 

Yeah. 

It ' s - - the case 1s the reorganization or Tventieth 
Century Fox and I take 1t you have nothing t o do 
wi t h t hose people. 

No , I ' m not ln on that. 

And it -- 1t 1 a due t o outeide preaeure, - I don't 
want to tlnd myself being undul7 tough or unduly 
aort, you aee? 

Yeah. 
But there a.re outside people who have 1ntereet ed 
themeelvea 1n it. Nov , lt' a largely a matter of 
ohari ty on your part. Ve oan pay :rou the magni ­
ficent eum of $25 a day and your expense• and 
railroad rare. 

Oh, I'll be v llling to do it. 
But 1 think -- I thlnlt 1 t vould take about t wo day a. 
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o: 

HMJr: 
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0: 
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G: 
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0 : 

!!MJr: 

0: 

- 2 -
~91 

Well , have you set any time t or it? 

Well, I would l1ke to make it this Thursday and 
Friday it possible. I haven't -- you're the tirst 
peraon I've talked to. I don' t know how the others 
are tixed. 

Ab -- you'd want to know right away, wouldn't you? 

Yeah, I'd l1ke to have you people tell me and I 
told the people here in the Treuury it -- What­
ever -- it it's unanimous I ' ll abide by Whatever 
you people eay and Hanel aaya he ' l l do the same. 

Yeah. Well let me call you back later- I'll phone 
you early this afternoon as to Whether I could 
rearrange t hings tor thoee daye. 

It'e - -it' s a very big case, terrif1o polit1oal 
pressure on Just 1oe to drop it, you •••' 

llell Henry, let me oall you back later in the day 
on t hose days beoa~ee •••.•• 

And I ' m not -- I ' m not going to -- I 1 m not telling 
the Juatioe that I ' m aok1ng you people. It will 
be purely a Treasury matter. 

Yeah, t hat 's to advlae Treasury. 

Yeah. 

Yeah. 

Yeah. 

Ie it something that would be detrt .. ntsl to va1t 
until next veek- Monday or Tueaday or •••••. 

I 'm atra1d --yeah beoauee ••••.•• 

th rush that it baa to be done this • ..... 1e ere a 
weok' 

I tell you Why. 

I ' m kind or scheduling mY time. 
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!ilo!Jr: 

!!XJr: 

G: 
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Vell I ' ll tell 70U Vb7· !here are rtall7 three nieoea 
to it. !here' • onl7 one part that I • • bothered : the 
one pieoe - t hese tellova involved Who ware-- lt'a 
the Ma)'er eatate ot -- 0 e t t a • aon-in-lav ia 1n 
it and 8ohenok and Zanuok. Beat 

Yeah. 

Wa ola1• that the7 bribed '1'reaeur7 agenta and ve•ve 
dropped it. The -- what do you call 1t -- atatute 
ot lia1 tat1ona e:>q>irea on llovember l Oth on that part 
ot it, you aee' 

Yeah • 

.Lnd t he7 are in the lll.dat ot preeent1ng 1t to Grand 
Jury. 

Well then it la a hurr7 thing that va,., 

There 1t -- I mean, thia 1a a ver7 minor part ot lt. 

'Xaah, but thla •• • •.• 

But t here ia a statuto ot limitation running ega1nat 
ua . 

Yeah. 

Beet 

Well, I'll phone to you earl7 t h1e atternoon it I 
can rearrange th1nga t or tho88 datee. 

But I would -- I 1&7, I ' ve never done thia be tore 
but ever,.body aald lt vae a happJ eolut1on. 

Well I can aee 7ou want to get aoae eort or an ill­
partial •••••• 

Yu. 
••. .• • • that work on lt. 

Yea , beoauae it'• -- 1t'e never happened betore that 
we've had euoh a dlreot c l eavage not onl7 in our 
Department but a a between our own people and - and 
the Depart .. nt ot Juatloe. 
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o: 

G: 

HllJr: 

G: 

ID!Jr: 

G: 

'-J!Jr: 

o' 

ID!Jr: 

o: 

- 4 . 

Han you a sked !!ag1ll and lr:nollenberg yd t 

No , I called you tirat . 

I aee . Well , I' l l say de!1n1tely t ha t I ' ll do 1t . 

swell. 

But I can ' t eay de!1n1tely tha t I ' ll come dovn -­
well that would mean oom1ng down tomorrow night. 

Yeah. 

And I can let you know that lat er 1n the aft ernoon. 

o. K. 

All right , !1ne. Then you can sound them out or 
t heir t1m1ng too. 

Rigbt . 

All r i ght, Henry . 

) 

~93 
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Hl'.Jr: 

Roswell 
¥.agill ; 

HliJr: 

~!Jr: 

H: 

l·! : 

!1: 

1£-!Jr: 

HJ.!Jr: 

~ : 

Kov are you' 

October }1, 19}9 
12:11 P••· 

I ' m glad to hear your voice. I didn' t knov vhat 
had happened to you. 

\~ell , I only call you up when I . .. .. . 

You' re in dire distress I suppose. 

Yeah, and I am again. 

Well, I have had very agreeable conversations vith 
your ! a t her and mother in recent weeks. 

Swell. 

They s eem to be in t i ne shape . 

Roe, vhat I ' m calling up about ia t his: We have a 
moat unusual situation. We have a oaee which haa 
to do with the reorganization ot the Twentieth 
Century Fox. 

Yeah. 

There 1 e disagreement between t he Treasury and 
Juot 1oe and in t he Treasury itael t. Due to outside 
influence having been brought t o bear, I made the 
suggest i on this mor ni ng to all ot the Treasury 
people involved that I would aak you , Ed<Ue GreenbaUJD 
and Knollenberg to come down tor tvo days and listen 
- - s o into this thing and advise me vhat to do . 

Yeall. 

This suggestion vee entirely agreeable to everybody. 
They were enthusiastic about 1t. 

Yeah. 

I 1 ve 1ust talked to Eddi e. Eddie said he wil l come. 
There fe a statute ot limitation• running against ua 
on November lOth on part ot it. 

Yeah. 

'294 
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They bribed one ot our e!lployee. 

Yeah, 

Which ie only part- it 1 e t he leaet important part 
of it ae far as advising me, you eee' 

Yeah, 

So there 1e some -- and that -- they etarted to 
present tha t in the Grand Jury in Loa Angalee. 

Yeah. 

J made t he suggestion to Eddle , it it vaa possi ble, 
Of' DOING it this !buraday and Friday. 

Yeah. 

He said he wouldn't know until tb1e aft ernoon, but 
he would make an effort t o rearrange hie plans. 

Yeah. 

It ' a-- it ' a-- I'm not going to tell J uotice about 
it and purely -- you'll be ccming down to advi s e me 
informally, you see? 

Yeah. 

I told the people her e t hat whatever the three of you 
advised I ' d accept it. 

And Hanes feele the saoe vay. 

Yeah. Well, Henry , I - - it ' a decidedly the sort of 
thing I'd lllte to do and I 1 d - - !buraday and Friday 
I think would be all right . I 1 •e got -- I have some 
engagement• I can cancel -- I oould cancel, but I 
think I could do that. 

Ri ght. 

J -- hcweYer, I run into this. The fact - - if it's 
t he thing I - - I i magine it 1s •• • •• 
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Yeah • 

•••• • •• Dr . ~1ne , who 1a a law7er up here and also 
an a ccount&nt •••• .. 

Yoa, he 's in it, 

••••••• talked to me laat summer about t hle thing and 
wanted to ge t me in it. 

Yeah. 

And I said - - I talked t he t hi ng over with him and 
went over th e f acts wi t h hl m somewhat and eald I 
didn't want to get in it. 

Yeah. 

And I th erefore didn't ge t in i t, 

Yeah. 

Now, I -- I don't know, I - - I euppoee i n view of the 
f act t hat he - - I did have that tal k with him and he 
dieolosed to me some of the facta of the t hing from 
his own side , that probably I should etay out of lt 
from your side. 

No, I mean -- t~~s i a •• ••• . 

As I s ay , I -- I didn't go into it, because -- well, 
some or these thi ngs you've said . It didn't look to 
me l i ke much or a oa se for me to be mixed up with . 

Yell - - I mean, you 're not in it and ao - - I aean, 
be - - I don 1 t suppose be d1ooloaed anrthlng to JOU -

certainly from our standpoint ther e ian' t an.1 r eseon 
why you ebouldn • t . 

I don • t th ink be disclosed an.Jthing to me that ia 
not i n the recorda a t all, aa t ar aa that'• concer ned. 

Well , I mean -- rrom our standpoint t her e'd be no 
rea eon why . 

Yeah. Well I tell you What - - let me do , it I ma7, 
let-- let me call up Eddie . . •. .• 

Good. 
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••••••• and I'll t alk t o hlm & litt l e &bout it and 
let you know. 

No, I mean -- or oourse, it you 'IC'e ln it woul d 
go out or t he question but •.. .• 

Well I dldn't want to get in t o it because it looked 
to me l ike a kind or &n unsavory case and •. ••• • 

Well , i t ien't -- I ' m not -- the bribery part. i en't 
the thi ng. I t' s the question or the capit&l gains 
in the thlng. 

~eah. 

And there's complete disagreeoent in tbe !reaaury 
and between the Treasur y and the -- on account or 
the outeide influence I want three tellova like you 
three t o tell ce --well, ••• •• 

Well, I thlnk •••••• 

•..•• t hnt thi s ••••• 

... ••.. needless to say I &ppr ove or t hat way ot 
doing it. I 'm glad to see t hat you 're doing it. 
I think it's the thing t o do. 

Yeah. 

And I would like ver y much to hel, you out Just as 
- - as I remember I d1d onoe before on tha t other big 
t hi ng where we were -- having a quarrel with Justice. 

Yeah. Well, this • ••••• 

I 'll call up Eddie ...... 

You do that • 

•••• • • and-- and we' l l see what we can do about it. 

And we'll gi•e you t he magnificent aum ot your 
rail road tare and twenty f ive dollnre a day and 
your expenses. 

(Laughs) Well, I might l et you pay my expenses but 
I won't let you pay me anything alee. 

: 97 
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Not e•en your railroad tare? 

You can -- sight be - - I llligbt let you do that. 

o. ](. 

Well how are you feeling , Henry? 

I teel pretty well. 

Ie -- how are things goi ng along' 

They ' re going along all right. 

I -- I think as tar as the vorld 11 concerned that 
th1e tax program is -- I mean, the vay tha t J ohnnie 
ie pr oceeding at 1t ia be1ng vell-reoeived. 

Well, I didn 't oall you beoauee the President and 
I decided t hat we'd do nothing on t axes until ve 
got this legislation out ot the vey. 

Yeah. 

And t hat '• vhy you didn't hear trom me . 

Yeah. 

But I got ••••.• 

Well I t hink that's right. 

I've got your memorandum in the eate. 

Ye ah. I eee. 

I vae muoh obliged. 

Well , whenever you're r eady let oe knov end I •.... . 

Well • • ••• 

. . . . . . -- I'd like a lot to vork vith you on it. 

Well, ve do but we thought we vouldn't stir up the 
t~n1aale. 

298 
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M: Yeah, Well, I 1:b1nlt that1 e rlgM, 

l!MJr: O, It, 

ll: thank rou, Benrr. Goodbre • 

• 
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Bernard 

October 31, 1939 
12:16 p. m. 

'?00 

r.nollenberg: Hello. 

l!HJr: Henrr Morgenthau, Jr . 

K: 

l!~!Jr: 

K: 

H!!Jr: 

r. : 

n::Jr: 

K: 

H~!Jr: 

K: 

l!!!Jr: 

!: 

K: 

!!l:Jr: 

K: 

f!!.(Jr: 

How do you do? I t's nioe to hear your voice. 

How are you? 

I ' m verr well , t hank rou. 

Well , I'm ca.lli ng you up - I need a little bel!>• 

Fine. 

I 1 11 tell )'Ou vbat 1 t 18, we have a verr interest­
i ng tax case vblch involvea the reorgani zati on of 
the TVentieth Century Fox. I find ayaelt 1n this 
poe1t1on, that t he Treasury 1e in complete die­
agreement v1tb the Departmen t ot J uetioe and we 
have two schools of thought in th e Treaeury. 

Yeah. 

Plus the fact t hat there are some very unpleasant 
outside i nfluences which have been brought t o bear. 

Yea. 

Therefore , this morning vhen I listened to my ovn 
people I made the suggeat lon t~~t -- I would ask 
three people t o come ln and lieten to the Treaeurr 'a 
aide and purely to advioe me on an i nformal baaie . 

Ye a . 

And t hen I vas suggesting rou and Roe l!agill and 
Eddie Greenbaum. 

Yea. 

I called up the other tvo gen tlemen and they sold 
t hey'd be deli ghted to come dovn. 

Well I, ot course, would be too . 

But __ and it's purely to advioe the Treasury on 
What you people think io right and I told my 
people t his morning tha t it you peopl e wore 
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unanimous , vha,aTer you deoide I vould accept. 

Yea. 

And Hanee eaid he' d do the aame. 

Fine . 

Nov • ••.•. 

That'• very i nteresting and I'd love to do it. 

Now we have , on one pert or it, they 've bribed a 
Treaeury employe and t hat sta tute of 11a1tat1ona 
expires on November l Oth. 

Yea. 

T!ua pert of it ia the hut oontronr8lal -- I 
mean, that 1a, Juet a aort or a by-product. 

Yeah. 

An unpleasant one , but a by-product. Theref ore, 
I auggested to !-!&gill and Greenbaum t hia Thursday 
and Fr1da:y. 

This -- this coming Thursday and Friday. Now Juat 
let me sea. (Brief pause) Well , I could -­
Thursday ia all right . Unfortunately, I am -- am 
deliTering t he opening address at the Franklin 
Institute in their Franklin celebration on Friday 
afternoon. 

Where would that be' 

!hat would be at Philadelphia. 

Well , you could give Thursday and Friday up unt11 
noon. 

Well , yea -- no, I' d have t o leave a l ittle earlier 
evan 1t I tlev t o Pb1ladelpb1a beoauae I have pro­
mised to talk to the Yale Club at lunch beforehand 
and I'd -- I'd bate to oall 1t orr at th11 stage. 

Vall-- I-- I ..• •• •. 
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Thursday and part of P'riday - P'ri day 110rn1ng, I 
oould oome, but not beyond about eleven o'olock. 

Well , auppoaing -- I'm being a beggar, I can't 
be a chooser. 

Yeah. 

8upJ>Oaing I send word to theee two .. n that you 
oan b e here , shall we aay nine o ' clock Thursday 
morningt 

Yea. 

302 

And can give us all of Thursday and part or Friday. 

Yea, that'• correct. 

How can I -- eay I leave it thi e way- tbat if you 
don 't hear from me agein rou ' ll come to my office 
Thursday at nine' 

Yea, that'll be fine. 

And the Treaaury payl the magnificent aum of your 
railroad, your expenses and twenty-five dollars a 
day if you'll take it. 

I realize that t hia ia no get-rich quick. 

'l:eab. 

I'll be t here at nine o 1 olook Tbureday ~ornlng. 

Well, I j uet vented to let you know that '• what 
that' • what va can do and th&t'•······ 

All right, Una. 

So, if you don't hear agein 1°11 look for you 
Thursday. 

Good. It' ll be nioe to oee you again. 

And we'll have everything lined up • . •.•. 

Under Vbat Aot ie the -- 11 the queation' 
Juat like to read it over again. 

I'd 
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Go sh , they mentioned a 112 something •• ••.• 

liell , 112 -- yes (b) )lrobably, but t hat -- that 
same section wa s in sever al Acto with t he t se~e 
number. I wonder if you could have one - - your 
secretary dro~ me a line as to which Act it is. 

Ah -- do you >re.nt theM to do that nnd maybe get 
ott something tonigh t on it for you? 

';'ell , it would b e fine 1t they could. You see, 
lt I could have a little of ~~e background I 
could be listening in very much mor e intelligently. 

I ' ll have the Couns el send you up t he papers 
t oni ght sp ecial del ivery eo tha t there' l l be 
something -- care o~ Yale Llbr~r:r7 

~ ea , 1t you will • 

They'll be there 1n t he aorni nc . 

Yeah . 'l'ha t' s grand . 

~ver so much obliged. 

Thnnk you . 

Goodbye . 

Goodb?e . 
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!' : 
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Hl!Jr: 

r: 

:C~Jr: 

?: 

:!HJ r: 

F: 

Hello. 

Hello, Hellry. 

Hello, Jim. 

!low are you! 

Wonderful. 

October 31, 1939 
12:24 p .... 

Oood. Henr:r, what did you ever deo1de, 1t' anything, 
on Tom Lynob' a place! Are ;rou Juet goi ng to let that 
ooaat? 

:Jhoae' 

Tom L;rnoh 1 e Taoano:r Where hie wi te ••••..• 

Oh, I think, it I'm not mistaken, that I haTe here a 
reoo~~endation !rom t he Pr esident and he said I should 
talk t o ;rou about a man b•t the name ot Flynn. 

Ed Fl;rnn? 

Brother. 

Yeah. 

I t h ink-- he recommended Ed Flynn's brother tor 
eomothing. 

Well, t hat's t ho plaoo. 

And I'm haTing him investiga ted, but ao I retllecber it 
we parted company - he was in the alcohol business. 

That' a right . 

And we weren't satisfied with him. 

That's right . 

So -- but I thought I'd go ahead and bavo a formal 
report to aatist;r • •• •• 

•hat'• right . I know t he otory ot all that. 
to you about it aometime. 

I ' 11 talk 
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But that -- but that -- I 1 m 90 percent sure that' a 
vho he ••.•• • 

I'm aura 1t 1s, because I talked v1th -- I told h1m 
t hat -- talked w1th him about that once . 

Yoah, I don't thi nk ve can take Ed Flynn' s brother. 

r: Woll, what you ought to do, in my Judgment, 1r you ' ll 
9ardon the suggestion !roo me - vhat you ought to do 
ie advance Harry to t~e place and then do what you 
vant dovn below unde.r hitll. 

;;;!Jr: 

r: 

~:V.Jr: 

F: 

HMJr: 

HMJr: 

F: 

~Jr: 

F: 

:tl!Jr: 

Advance Who? 

?oley, t he !ellov he is the Appraiser there -- next -­
Harry Poley !rom Ve&tebeater, you knov. 

Yea. 

Advance - -he's been in-- the aurvsyor or the . 
hasn't he , or vas Tom the surveyor? 

Yean. Tom Tom vas the Appraiser. 

\/ell , this fellow is the surveyor then. 

I see. 

Foley ie the surveyor. Harry T. Foley, be used to be 
chairman or lfeatobeeter. He ' a been 1n there aa long 
ae Toa baa. 

Yuh, but I think that thle Job or Tom Lynch ' • only 
pare seven. 

Well, I t hink that -- well, I don't think the other 
one par• aa auob. 

You don't. 

You look 1 t up. I tb1nk the eto~art th1ng t o do -- !rom 
an -- !rom an e!!1eienoy point ot v1ev would be to 
advance him, i! tha t can be done , and then do what 
you want 1n Foley' a pl ace . 

KMJr : 0. K. I ' ll look i nto it. I ' ve got no candidat e. 

:os 
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Say-- vo l l, I don't care personally. I'm not goi ng 
to go t in tho aiddle or tbia one, you know. 

leah. 

306 

I talked W1 tb t he boas onoe. He aa1d he wanted to do 
oomething t or Jim Townsend, see? 

Ob. 

And I e&1d to him, • I r you want to do aomethi ng tor 
'l'owneend, I don't know bow Clllob ab1li ty Townsend baa , 
but advanoe Foley to that spot and le t Townsend have 
r'oley ' e plaoe, because I don't thi nk it 'MOuld be good 
Judgment to put an outsider in i n Lynoh 'e place it 
you have • • •••• • 

Have you told that to the President? 

Beg pardon? 

Have you told that to t h e Pree1den t? 

Oh yeah , I told him tha t a month ago. 

o. x. 
See? 

Well , I' l l l eave. it this way. I won't do anything 
Without talking to you first. 

~ell, I don't-- personally, I haven't 
keen one way or the other. I'm not going 
exoi t ed about it . 

I ' m not 
to ge t 

I won't do anything, J ia, without talking to you. 

P: 0. X. , Henry. Goodbye. 
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HY.Jr: Hello. 

George 
Harrison: Hello, Henrrt 

HMJr: Yee. 

H: 

HY.Jr: 

Thie U George Barr1eon. 

/Hello. 

Ootob.r )1, 19)9 
):0) P••• 

.~07 

H: I Juet wanted to let you !<nov I pre11111e tbil 1eeue 'Will 
be a I UOOell. 

lil'.Jr: I preeuae eo. 

il: (Laugbe) VeU, n•re 910 now. 

KMJr: Yeah, Kr. Jonee Just walked in here and be'• .ailing. 

H: Yeah. (Laughs) I wae -- tell b1a I vae Juet going 
to oe.ll h1a too. 

l!MJr: All right. 

H: But •• • ••• 

HMJr: Well, ahe'a &11 r1gbt . they like Jonea' ooamod1ties. 

H: 

Hl!Jr: 

B: 

!!li.Jr: 

!1: 

I!MJr: 

Yeah, I think eo. Vell , I think they von' t get muoh 
mora than about eight par oant. 

Eight peroent. 

•bat'• our guaaa. 

o. l . 

'l'bay're ooalng 1J1 Tery taat nCIIf. 

Jonea 'Will ban to gat bua:r and aake aoaa ot tb .. e 
eaall buaineaa aen loana. 

H: (Laugbl) Yaa. 

I!MJr: o. lt. 

H: Very ... 1 to 4o. 
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I!I!Jr: Al.l right. 

H: All r1.gb.t. 

!lMJr: Ooodbt• · 

H: Ooodbt•• 
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October 31, 19}9 
):Ill! p.a. 

!!Jo!Jr: Hello. 
Speaker 
Bankhead: Henr;rt 

lili.Jr: Yea, air. 

a· This 1e Bankhe&d. 

H}!Jr: Hov are :yout 

5: I hate t o interrupt you in a oonference but :you lmov 

tha:y•va got all aorta or th1nge floating around up 

hera ••. .. . 

!i:Ur: 

a: 

!i:~Jr: 

B: 

!ll!Jr: 

B: 

l!J.!Jr: 

G: 

l!l!Jr: 

Yeah. 

•••••• on this nautralit:y tight. Eepeoially the opposi­

tion, and the:y1 re trying to make the ainietar suggestion 

nov on the oredlta phase ot the situation •••••• 

leah. 

•••••• t hA t there'• an underatand.1ng ot some sort that 

the 8tabil1zat1on Fund, under your control, can be 

uaed -- tor 1netanoe, firma ln England or Franca might 

negotiate oredlta - that's Vhat tbe:y're aa:y1ng. 

Yee . 

And than turn those oradite or balances over to the 

goveJ'Dllenta ot Franca and E'ngland under thla Stabil1ta­

t1on Fund. Vall, nothing ot thet aort oan be done 

under the lav, oan itt 

Vell, Mr . Speaker, I vent into t hat Whole thing vlth 

-- ln a l etter V1th Senator Vandenberg and -- a oop:y 

ot vhioh I ' d be glad to turniah :you or to write :you 

a letter mreelt. Vhat va did vae th1e - Vhan I 

teat1t1ed up on the Hill • • ••• • 

Yet • 

..... . the:y aeked me that queatlon and I gave the• 8:1 

word and rq ateuranoe that at that t1ae "' ware not 

pel"'ll tUng the 8tab1lUaUon Fund to be used 1n anr 

IIIDnlr 1n the -1 ot a loan. 
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Yea. 

To aeeiat theae countries ••.••• 

Either to individuals or governments. 

Right. And then I furthermore eaid in anewer to a 
question trom Senator Tatt t hat it I wae approached 
by any government that wae at war before taking any 
aotion, I would consult Oongreae tor guid&nce. 

Yea. 

And • • ••.. 

~ell now, will you eend me a copy ot that letter to 
Vandenberg th1e atternoon' 

I ' ll be glad to and I'll be glad to aend up the 
whole t hi ng and aleo eend aomebodJ -- land Ed Foley 
up with it. 

Yea . 

llho ie looking atter it on the Hill tor ua. 

Yea. 

How' a that? 

Well, I wiah you would. 

How long will you be at your ottioet 

Oh, I think I'll be here proba.bly until 5:30. 

Vell, he'll be up t here within a halt an hour. 

All r i ght, tine. 

And it you want anything i n wri t1ng t rom me directly 
to you ••••• • 

Yea • 
• .•••• you tell Ed Foley about 1t -- What you want , 
and I ' ll put my name to it. 

210 
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B: lll r1gbt, and :rou oan ••114 that up to110now 110rn1Dg. 

l!KJr: You bet. 

B: lll r1ght , tine. 

HMJr: How'• thatf 

B: F1na. 

!ll!Jr: An:rth1ng to help. 

a: lll r1ght . !hank :rou. 
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H!t.Jr: Hello. 

Lauohli n 
Currie: Hello, Mr. Secret ary. 

H'!.Jr: Yes, Lauch. 

Oo~bor 31, 1939 
4:20p.m. 

C: I thought I 'd tell you it you don't already know. 

¥.Y.Jr: No. 

C: Ae a matter ot intere st that t he Preaident decided 
t o hold up • •• •.• 

F.l(Jr: Pardon' 

c: The President decided t o hold up t he t hing - the 
eet1mate a a t th18 t1me • • ••• • 

l-:!J r : No, I didn 1 t know it. 

C: •••.• • and put t hem 1n with t he Januarr •••..• 

lf.·!Jr: Oh. 

O: •..... one to oover both on the grounde - - I didn't-­
he took this before I had a chance t o talk about the 
anr f igur e • at all . 

l!MJr: 

C: 

:O:!!Jr: 

I mean, I d1dn • t have a chance to talk abou t anr or 
the detailed eatimateo at all . 

I s ee. 

C: He ea1d he va a JUst sort ot reluctant t o put it out 
nov and t hat in grounds or t he emergency and th e un­
certa1ntr ••••.• 

l!l!Jr: Ye a • 

C: 

HMJr: 

••••••• and nearneea to th1a o t her budge t coming. 

That' a all r i ght . Whatever he vante. 

C: So, • • . • • 
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I!MJr: It ' • un.iii])Ortant. 

c: •• .... ths.t wae the • ..... 

HMJr: No , I don't -- r don't hear thinga that taat. 

c: (L&ugha) Well , I t hought :rou might have beoauae 
h e t hought he might poaaibly, it t he question vaa 
raiaed at the preae oonterenoe thie attarnoon, :rou 
eee. 

"'13 ~ -

SMJr: No , I ' m t he last one 1n Washington t o hear an;rth1ng. 

c: ( Laugh• ) Well, you're the t1rat one t o have heard 
thle. 

Hv.Jr: All right . The R.F.O. t hing vent over beautitull;r. 

C: It d1dt 

F.lt.Jr: Yeah. 

C: Fine. 

HHJr: I think it vill be -- we ' ll get about } billion dollars• 
worth or subscripti ons. 

c: No . 

F.Jtrr: Somet hi ng like that the:r say. 

C: Good lord I 

And it ' • all right . I t' s-- ve priced-- I priced 1t 
extra good, t he t1rat oaeh otter1ng. The t i ret oaah 
offering to the public an:r c ountry in the world, :rcu 
knov. 

C: That'• right , :reah. 

I!!!Jr: And it'll go around the world that things are good 
here and that' e vhat I vant . 

C: That • • :!'1ne. 

!!l·:Jr: So ve•re all right now, tor quite a while. 

C: For another tev da:r• until eo .. t h1ng alae ooaee along. 
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No, I don't -- I •ean, we're all right on t1nano1ng. 

Oh, yea , aa tar ae cash 1a oonoerned, eure. 

Yeah. 

Yeah. Well, that's tine. 

0 . K. Thanks tor calli ng. 

Net a t all. Goodbye. 
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J!i> '!WENTIETB CENTURY-POX 
FUJI CORPORATION 

October ~1, 1939, 
9a30 •·•· 

Preaent: llr. Hanu 
llr. Oaaton 
ltr, FolOJ 
Mr. Helvering 
ldr, Ire;y 
Jdr, l'fenchel 
llr. Kadea 
lira Klotz 

Now, where do we start, g e ntlemenf 0u71 

Helveringt Well, I take it the purpose ot this meeting ia 
to diacuaa this California case , 

H, !oi .Jrt Well, thb Twentieth CentU17- Fox case, yea, 

llolverJ.na t As I stated to )'OU the other morning, Kr. Secretary, 
there 1a no doubt 1n my mind, s ince I have reviewed 
the evidence 1n this ease , that there waa no quaat1on 
about having a tal< ease there, I waa nrr t1rooly 
convlnee4 and I atUl think what they did wu to 
- nipula te their procoodJ.naa so aa to defraud tho 
Government. 

H,)o(.,Jrt Let me aee it I undera t a,nd tho case, I have got 
this memora,ndum here !rom Foley, see. Now, maybe 
I -y o•or-a1mpli!)' thio. John, will JOU toll ow 
th1af I ua not going to talk about tho Zanuek 
thing tor the minute. I am Just going to talk tor 
a minute about where the Twentieth ContUl'J was 

Fol&JI 

ll , li,Jr: 

Fole7s 

1118 rge d w1 th tho Fox. 

Aa I underatand, there are two things at t hio point, 
one is that we claim that in thi s merger, that before 
the merger, Zanuck had 20 percen t interaot in Twenti­
eth Cent\117, that on the distributi on ot the now 
Twentieth Cent\117- Fox otoek that was diotr1buted 
8lll0llg&t the three ot them, between Zonuclc, Ooet& 
and Schenck, on the 580-odd thousand shareo ot 
c~D stock ••• • 

5.7,000. 

5,7,000. D. zanuelc got 30 percent ot that. 

613,000. 5' 7 , 000 -• the proportion ot the amount 
he received. 
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Be didn' t bit.Ve eny preferred atook, ao tbat he 
got SO percent ot that, or 10 peroent ovar and 
above 'tlbat h1s intereeta were in the Twentieth 
Oenturr, aDd we aN oontending that on tbat extra 
10 peroent, tbat 11 a gain Whicb he lhould pay a 
tax on, 1.a tbat right! 

Right at tbat point, llr. Secrotarr, the N!Organ1-
zat1on - 'tlben atooke are taken over in the -
proportion 1n .Uch they are bald bet ore , there 
ia no tax due . It 18 a non-taxed reorganization, 
When they are taken over in a d1tterent pl'Oport1on , 
it 1a taxable. '!'bese men found out - they lalew 
they bed taken over a dieproportionate part ot 
their ro~r h.old1nga . Tberatore , t beJ co-need 
these man1pulat1one to ll&ke 1t appear t hat Zanucl< 
bad the etock -y long berora tbat , wb1cb be didn't 
b&ve, and take 1t non- taxable, theoretically. 

I ' m juat going on the theorr be bad 20 percent and 
When he cue out or the corporation, he bad so 
peroent. Right! 

That ie an exact s tatement. 

Tbat ia all r i ght . 

Now, on the Zanuok part, jWit let's t ake the Zanuck 
part. Ia there an:ybody here that queo t i ona tba tt 
I ... an, baa ~bod7 got eny doubta aa tar ae Zanuck 
1a concerned, that he got 10 percent - he got SO 
percent or the M7 , 000 ab&reat 

Be got 30 percent or 61S, OOO mares, m1ch -• the 
total oo-.n that wont to the old compeny. 

Be got 30 percent or ••• • 

•••• 813, 000 an&rea. 
And w eontond that 1t be bed kept the aaae pro­
portion, be would have gotten 20 percent! 

Yea, There are two pointe, he would ban onl}' goi:~t 
20 percent and the diatr1but1on or the coaD>n won 
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b&ve been noarl:r so 8\lch, It would b&ve been 66, 000 
ab&ree instead or 613, 000, 

And the difference i a wb&t we ola1& he ahould pay a 
tax ont 

No, the redistr1but1on 1n different proportion from 
tho original holdings ie What makoa tho reorganization 
taxable and doe an • t come UDder the • • • • 

Then let ' • l eave Z&nuck aaide. Let'a do i t tho other 
wa:r. Let 1e leave Zanuck to one aide , Let me take 
tho r eorganisation. The reorganization - there are 
bow man:r ahares, common ahareat 

1 , 226,000 sb&ree of preferred atock went to Pox. 
Hal! or that lllllount , or 613 , 000 abarea or coanon, 
wont to Zanuck. 1,226, 000 ab&rea ••• , 

llow III&Jl1 ab&ree of co-on altogethert 

There wae twice 613 , 000. 

1 , 226, 000 shares or common s t ook, or Which 61~ ,000 
went to the three bo:rat 

That ie right , on tho 35·35-~0 baaia. 

We will Jus t leave that out for a minute . Now, aa 
I get it, how much preferred etock did they receive· 
t o their i nterests! 

Fox got 1,226,000 1n the Century; tho three bo:ra , 
132, 000. 

It the:r bad gotten the aame amount or c01111110n stock. • • • 

68 , 000. 

We doduoted 68 , 000 from the 813,000! 

That 1a right , 547,000. 

Now, ae I get it , the Bureau aaye that that 5, 7 , 000 
ie taxable , ia that rightt 

'1ba t 1a riS)lt . 
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And the Department ot J\tat1ce u7a l t ien•t . 

And thor a ar it 1a a legi tima to part ot the 
Xew York bualneaa reorg&nlzatlon . 

OUr caae - thJ.a caae a&Ja the t&% 11&b111 t:r ia 
predicated on tho excoaa ot 547•00 ah&roe over 
the 66•000 which thor would h&vo gotten !'rom tho 
reorg&n1zat1on had thor taken proportionate eharea. 

318 

So we are trying tc anner tho Department ot J'ua t1ce -

to collect the tax on 647.000 theoe throe bora gotf 

Yea • JOU are olaiJaing t&% on 547 .ooo ah&ros o!' stock. 

Wo are not asking th""' to collect it• ldr. Soorotary. 
we are asking them tc put t hem in jail because they 

tallod to par a t &%. 

But they still would have tc par a tax. wouldn't thoJf 

Yea , but we would handle t ho civil case botor e tho 

Boo.rd. 

Now, can aomobodr give me the position - I moan whore 

1a the d1aagreemont between J'ustica and ouraelvee. 
Wbat ia tho podtion they ta.lcet 

'l'hoy taka tho position thet tho ownora ot Twentieth 

Centur:r were 1n a barga1n1ng poa1t1on and therefore 

thor could bargain to gat 110ro monor. 

Will rou repeat thatf 

'Ihor take the r.•itlon that the throe holdara ot 
etock 1n Twnt eth Century were in a bargaining pod­

tlon and therefore theJ could 1na1at on a larger 
ehare ot tbe d1atr1but1on than the other otockholdora , 

than Fox. Reduced to i t a lowes t to~, that 1a their 

position. 

Aren't there other casu 11Jca thief 'llda can't be 

the onlr reorganization which haa taken place 11haro 

one tallow h&a a lot ot non-productive proportr 
and thor want to gat - thor aorge aanageaant ot 
non- product1•o propertr and ~nt 1natiiata ton 
halt the coomon atock. 'Ihia can t be the ra 

tiae tbia baa taken place. 

Regraded Unclassified



llonchelt 

B. !I! . Jr: 

Foley: 

H.:J. Jr: 

Folo;r : 

H. !.1.Jr: 

?olo;r: 

!lane a: 

Iror: 

!lane a: 

We take tb& positi on , llr, Seore tar:r, that we have 
to go behind the aeene and tlnd out llba t happened 
before thlo reorganiu. tlon and When we do that 
then we t1nd this oxchanse or tolegrama to the' 
ettect the t , "I am not go1ng 1n thlo unleoa I can 
get aome money tor my aervicea. I 1 ve put all theao 
aervicu into this Century and I would rather atay 
1n Century i t I am not go1ng to get eanothing tor 
my abili ty . • 

Well , I would do the aame thing. I moan, leaving 
out whether I would pay a tax on it, it I waa 1n 
tbe place or those throe men, I have got a nlce 
little bualneas and I put $7001 000 1n it and it 
1a going 11ke a bouae aUra and it a ... ebo<ty eloe 
comee alOQg that haa got $:17 000,000 worth or non­
productive aaseta and aaya , 'eome on boya , aake 
thia good, • berore I give up '111 little bualneaa and 
give them my name, I am going to ul< tor a big piece 
ot that common stock. I can aee what moti-.ated it. 
It I wae 1n bualneas, I would do Juet the s""'e thing. 

Then they tried to cover it up, Mr. Secretar;r. 

That geta down to the quoat1on ot law, I am just 
argulna - I mean, I can underatand Wbet motivated 
thea a boya, but what we are getting down to, I am 
trying to t1nd out what i s the ditterence between 
our bo7• • •. • 

Tho Bureau and the Department ••• • 

And tbe Department or Juatioe. 

'!bat ia it. 

Aa I aoe 1t the position ia that we cl&ia that tlla t 
waa not a atatutor:r reorsan1nt1on under Section ll2(b)(•) 
the Department or Juatlce aa:ro it wu a legit~t· 
statuto reorgan1ut1oo or conaol1rlation under Section 
112(b)(ff. 'lbat 1a Wbere the wbole dUtorence ia, aa 
I aae 1t , 

we cla11D i t was an attempt to defraud and they •a:r i t 
wae not . 

~· s e cretar;r baa hit upon exactly ;~!taameta~~ 
that I took with tho lawybe~ 1~:!;o~t ~t~hat aide, 
anything about the law, e g ...--

Regraded Unclassified



220 

- 6 -

I took the poa1tion of the or<11nacy approach to a 
business proposition, which in this eaee, in rq 
opinion, we are wrong because thle wae under 
Section ll2(b)(4), 1f I can reacl the ~lioh language 
a leg itimate statutory reorganization. If 1t were ' 
dono accor<11ng to the statutes or tho State under 
which it was formed, it waa a legitimate reorgani­
zation. In simple terms , wlla t happonacl waa th1e, 
or what might have happened waa this, and they woulcl 
have been foola had they done anything alae in rq 
opinion. '!'he Centucy had a great earning capacity. 
Fox Film had no earning eapa city but a lot of a sse te. 
Pox Film had Q37, 000, 000 worth of aeeete but they 
weron ' t earning any money. They wantacl brains and 
capacity and production ab111ty, which this fellow , 
Darryl Zanuck, apparently had i n g r eat quantity . 
They sai d , "Let's get together and put our brains 
and your aaaeta together; )'our theatres ancl rq 
brains will make us enough money.• 'l'hoaa tellowo 
ea1d, "That 1s fino , but you have got a lot of non­
earning aaaeta . lie are not going 1n on a basis 
with JOU other than we take tho major abore or at 
leaot holt or the oamln~ capaci t7 that wa can earn 
out of this proposition. 

so , on the one hand they say, "In order to safeguard 
my aaaeta ot $37 1000, 000, I will t ake out a f irst 
mortgage. I will take tho first l ien on the propert1 
to the tull extent ot the $37, 000, 000. • '!'hat 1a 
1

1
226, 000 ah&rea of preferred atook. On rq aide , 

with tt.e Century, I say , "I have got $4,000, 000 worth 
of aeseto, oo I take, $4,000, 000 worth ot preterracl 
stock." 'l'hat 1s the entire value of the cOIIlpanJ• An7 
of the value tram .that point on reate only in the 
ea..'"ning capacity, as we are able to 01ake it troDl 
this da7 forward. So, tho co.-on stock has no value. 
'!'he ooiiiDOil etock is Just a llen on tho tuture earning 
capaoit7 ot the cor:>pany. I take halt, JOU take halt. 
It baa no value. I get 6130000 aharea, JOU get 
613 , 000 shares, but I have got rq 4,000, 000 of pre­
ferred , you have got your 37, 000, 000 of preferred. 
Up to that point , it i s a 0001plete statutory re­
organization and entirely legal under Section ll2(b)(4). 

Hel vering 1 Up to that point. 
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Yes . I am not to.lking &bout the individual dis­
tribution of these sharoa, It makes no d iffe rence 
eo to.r a s thie particul ar po i nt 1o concerned, what ' 
thoy •• •• 

•••• bow they divide up amongst themselves. 

Up to this point , you have got a perfectly l egitimate 
reorganization, and had Zanuck o.nd these other fellows 
dono anything other th&n tho. t , thoy would have been 
absolutely bli thering i d iota , because they had a tre­
mendous earning enpne1ty and the other e1de hnd none. 
So, if we base our eaee on the f act thet this was not 
e. s t a tutory reorgani.zation - and o.a I take i t , this 
memorand\11:1 aaya , "'lhe tax liability 1s predicated 
upon the excess of 54'1 , 000 abarea of oommon stock 
received by Century stockholde rs , wbieb was apparently 
i aaued as compensation tor personal eervi ce eontreeta 
required under the plan or reorganization.• Now, Just 
go ono s tep further , We would ne ver have any reorgani­
zations of a bad company Yli th a good company in order 
to make o. sound earning a tructura it we took the 
position that you can't reorganize , •nd the company 
itself - not the stockholders , mind you, but the com­
pany i tself - have got to tako out the aame interest 
in common stock aa they forme r ly had in the company. 
We would never have any reorganho.tiona , because such 
o. thing o.s this couldn ' t happen. They ge t 547, 000 
shares which have no physical value bu t or gr eat earn­
i ng capa city, Hence, they may have a market va lue , 
It you tax the fellow on 547 , 000 shares , or $7, 000, 000 , 
immediately be pays the Government 95 , 500, 000 1n t ax. 
He 1s a dw:lb cluck i f he take s thAt k1n4 of a d e&l, 
beeauae be is aellin8 out hio future ea rning capaeit:y 
for 95 , 500, 000. So, JOU would etfeotl\'elJ stop o.ny 
reorsan1zat1ons or any getting together o r business 
o.nd you wo~ eftectivelJ s tif l e tho business of the 
eountrt • Therefore, JOU wro te into the statute 
112(b)(4 ) Just to take eare or tbio kind of reorgani­
&o.t1on. So, up to thet point, I think we are wrong. 

Now, l et me Jua t ask you thia. Let' a change the 
shift a l i ttle bit. I am in tho banking business 
and the XYZ company comes to me and aaye , "Now, 
Mr. Morgenthau, we would like to raise 10 million 
dollar• • and I say, "Well, the cocpany i s all r•·l>"·"-._...1. 
but tim~a o.re d1tt1eult and I will look into i t. 
I so.:y, "All rigpt , I will eell a mi llion shares at 
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ten dol.laN preferred, and th.., we trill i .. ua a 

m.1111on atock, We trill g1•e the aubacrl~ra of 

the preferred atock 600, 000 eh&rea. • But we are 

the onl)' emea who can r&iaa th1a _,e:r ao I -

going to. keep 600, 000 aha.rea tor m:r tina tor liT 

eftorta, oee, becauae, "Ir.rli set &n:J"ti!ara, all 

l'isht, but it )'ou need 10 1em dollare &nd ,-cu 

want 1t, I want ha.lt ot the propert:r tor m::r n..,. 
an4 m::r ettorta, • an4 I think that 1a done en1'7 

d&)' 1n Wall Street . It ~ not ~ juat em tha.t 

proportion. Bow, tha.t soea throu&b• I have got 

500, 000 &ha.Na ot thie c..-on atoclc ae a bonua tor 

settins thea their 10 aUl1on dollare , Do I pa)' a 

tax on the 600, 000t 

Yea , air, that ia 1nco=e. Tha t io exactl)' what 

happened to Z&nuck a )'oar before that in old Centur;r. 

I think the cl1a t1nct1on, llr . Seoretar;r, ia thia, 

that i t two corporation• come together and perfect 

a reorgan1&at1on, an)' exchanged atock or aeee t a tor 

a toclc aa pro•1cle4 tor 1n 112{b)(•l, tha.t 1a not 

taxable , but that 1a not lObat happened heN. BeN 

we have a e1tuat1on Wbere t wo incl1'f1duala, Zanuclc 

and Schenck, argued with Pox aa to how wuch tbe:r 

were going to get i t the:r came into the r eorganisa­

tiem. 

Sure. 

And that 1a a cl1tterent thing ent1ral;r. 

llo, that . 1a Wba t Banea ea)'a. 

It it were paid 1n oaeh or 1t 1t wer e a atoclc d1v1-

dancl 1t woulcl ~ taxable, and we aa:r 1t 1a t1acl 

on a~ a bcmua here and 1t 1an1 t an 1nte~ part of 

the reorgan1&at1on . 

!low look I han ~en worried about th1a tll1n& tor 

th1a rea:on, on aooount of the undue outa1de influence 

Which haa bean 1njeotacl into th1a caae. The no.-1 

thing would be t or ae , 1n liT poa1t1on, to get extra 

touah• I don't want to gat - the tnnuance to ba 

extra touah or extra aott b;r outaide tnnuenoa. It 

1a juet aa bad to be extra toup ae it 1a to be extra 

aott. I want to be fair, I think I ha•e sot a rlsbt 

to - aa tar aa I la>ow, I ha•e I!Ainr know1.ngl.J ~an 

either extra tough or extra eott. I aal<a ainella;o 

anc1 hope I alW&Ja will. I ha'fa got a auggea em 
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malce '*>1ch I have neve r done before. I have done 
it 1n other matters 1n t he Treaeur,., I would l1ke 
to bring 1n ae consultants, three outa1de lawyers 
Jobney, and the three that I would like to bring ' 
1n aa oonaultanta - and aa far ae I am concerned, 
I would be willing, 1r the three wero W\&lllmoue, to 
take their advi ce , I would l1ko to bring 1n RosYiell 
llag1ll, Knollenberg and Eddie Greenbaum. I would 
lot tho three ot them a1 t down and lie ten te tb1a 
caoo and if tho three were unanimous , ae far a a I 
waa concerned, I would take their advice , whatever 
they would say. Knollonberg, Roawell llaglll and 
Eddie Greenbe.UIIl. I happened te have thought it over 
during tho night. I woke up early thla 1:10rnlng. 
You (lolr. Ranoa) know all throe. 

Sure. 

I don 1 t think thoro are three better men that you 
coul d get . Tlbat do you think of that idea, placing 
t h ia whole eaae before tbomT I am not aaklng you 
to commit youraelf on it, but it tho three of them 
aaid unan1moualr, "Thi s ia What I would do,• e ither 
go ahead or drop it, I , peraonAll; , would take their 
advi ce . 

Of ccurae , thie would be non-public . 

323 

Oh no , I den 1 t want the Department of Juotice or 
&n)'body. I just would 1nv1 t'e them in and ear, "Gentle­
men, can you give us a week-and , • and then let our 
people preaent the facta te thom and let thO<t aar, 
"Well this 1a What I advise the tlndereeeretary and 
the s:cretary to do,• but I want Ranee to be one 
hundred percent happy over this thing. 

I don' t think you would tind three better tellowe 1n 
tho whole country, ae tar a a I am ooncernod. 

You couldn' tT 

No , I know ;rou couldn't find three better fellow• to 
do the job, 

These men are all a ttorneya . Ao I ear , I don't ~ant 
to be _ j ust because of outaide influence, I dm t 
wan t to be _ I mean, a thing 11lce t':'-•• the ou t side 
1n!luenco 1n thia case ia - ;rou oan t he l p but get 
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angry over the thing and very 10ucb anno:yed , but on 
a oeount or it, I don ' t want to do a010e th1ng which 
isn't fair. Here ia the difference of opinion, be­
tween the Treasury law:yera and JuGtiee lawyers - I 
don't want to bang the deek and tell Frank Murphy 
he baa got to do this thing. 

lAr . Secretar:y, the ver:y tact tba t there can be ouch 
a wide diversion or opinion between ouraelvea and 
tho Department of Justice certainl:y aaya this to me , 
if nothing else, that there could have been the aame 
difference or opinion between ~ other group or 
lawyers, so I con ' t get I!IJSelt aro\U¥1 t o charging 
peopl e with traud, by intent, wbe1 .. we ean't agree 
amo"Gat ourselves. That ia a d i cticult deciaion to 
•ke. ~;ben you go back to thla other thing, I am 
not prepared to talk about the d1atr1but1on or sbarea 
amongot themselves. I am Just talking about the 
aimple reorganization and that, in l!t1 opinion, which 
is not worth a tinker' s dacn so tar aa the legal 
aide goes - I know that we set up that ll2(b)( 4) Just 
to take care or the legitimate reorganizations , to 
provide tor such 8mergenciaa as th1a , and th1a ia , 
in m:y opinion , a s tatutory reorganization and as such, 
is not non-taxable . Now, you get to the other poi nt 
ot the distribution of shares, and no I aa:y, I am not 
prepared to talk on that , and, poraonall:y, I think 
they owe un a tax there , but I am not sure about it . 

Well, would :you be aatistiad if I could get these 
threet 

Absolutely. 

Edt 

Ob, absolutely . As tbe lawyera aay , this 1o a close 
oaae. Th1a is one or the casu where the courts 
divide and i t aeema reasonable. 

You wo •Jld take no ottenaet 

I would take a baolu.telJ no offense. It 
thing tor :you and ~r. Hanes to do under 
ataneoa. 

How about you (Mr. Ylenehel)t 

1a the onl:y 
the e1rcUID-
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Abaolutely, Mr. Secretary, 

Gu:yt 

Yea. 

Harbertt 

I do th1Dk it ie a device that rou ahould not 
reaort to unless a caae ia e~treaely difficult . 
I think it 1a a device that rou ahould resort 
to very, verr seldom, because there is verr great 
danger or ita becoming public and e:xpoalng these 
particular men wboo rou call in to preeaure. But 
i f thie 1a that kind or a case and it we can corte 
to C0!!1llete agre81lent on 1t, perhaps it is the 
thing to do , but I do think i t h a rather danger­
ous precedent . 

It ia no more dangerous than the three bankers I 
called 1n to advise me on the BIUlk ot America. It 
1e e~ctl:y the aame procedure, Here •·u a different 
agency 1n town d1sanroo1ng as to the procedure of 
the Bank of America. I called 1n three of the out­
etanding bankers around and they are advising the 
Office of the Secretary of the Treasury how to 
proceed. 

It ia no t so important as a major t~ caoe. 

'!he outeide lntluenoe is the same, i t hAppens to 
be the same person. 

Yea, I know that, the principle 1a the aame , but 
the t~ case ia, I think , aooewb&t different. 'lbese 
.. n are all 1n private t~ practice. 

llo, JOU are wrong. 

Rnollenberg 1a , i sn't hef 

Greenbaum baa no t~ cases . 'lbat ia the price he 
pare t or being ~ fri end. 

I guess Roswell W&gill doesn't take &n1 
the Treasury but he does a ct a a advisor 
tirme. Knollenberg baan't any practice 

eaaea before 
tor law 
at allf 
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Rone, Be io an e.plo7ee ot Yale OniYeroit,.. 

Roewel l llagill i a the onlJ one then that i 
1n t ax practice! ' ' 

1 

I went all through t hat and i t I can ' t have 
Ro e llag1ll oome down to advise me , then it 1o 
just too bad. Greenbaua hae no cases He 
woul<ln' t even take a retainer tro1:1 J.!lfor LaGuardia 
on the old Post- ottioo case. 

Aa to J OUr getting a pertectlJ oincere , honeot, 
higblf ocapetent opinion trom those three •n 
I don t think there 1a the al1@jlteet doubt in' the 
world , 

l'lb& t do JOU think, Ire)'f 

I think it is a verJ happJ ao lut1on or our stale­
mate hare. It ia the first traud cue I have ever 
aeen where I tho~t th1a would be Juat1tied, but 
I think it i a entir ely Juatitied now. 

You do' 

Yea, air. 

llr. Secretary, t here 1a one element that JOU wont 
to consider , and that; 1a that this ought to be done 
t airl7 promptly. 

I will get on the phone right aW&J• 

Because the case ia still pend1ng betore the Grand 
Jury and the statute i .a a bout to run. 

I aa not going to bother them in tha brib<orJ ease . 

'lh&t baa a ••r:r material etteot co whether or not 
we can p rove the eonapiraCJ here to defraud, U 
you can get an indietaent ot Jtadi o and the person 
that was paid to bribe Jtadia, Dover , I th1nl< that 
Jou have got a much bet ter chan•• to pro•e erim1nll 
intent here , as tar aa tbio whole art'tlll8-ent ia 
oonoerned, t hin it JOU don ' t hive the indictment. 

1!4, I consider this one or the moat unuaual eaaao 
in the aenee ot the oir~tano .. around i t , and 

326 

Regraded Unclassified



Foley 1 

M. ·.:. Jl": 

'.7cnchel: 

Foley: 
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I would rather be a low anc:l be late than to be the 
peraon respons i ble for putting these people in Jail 
when they shouldn't be. 

That 1s the only thing we wore talking about , waa 
whether we would go ahead and suo tor the civil side 
anc\ the fraud penalty is entirely up to us, tha t is 
not Justice's problem. 

In this thing, should we lay the bri bery of Kadis 
before those men, toot 

That baa quite a bearing on the case. 

I don't sea why. ~<hat I -• th1nlcing 1a that unless -
well , ;rou say no. What I waa th1nl<1n& is that the 
reorganization o f the TWentieth Century- Fox, t~e block 
ot stock that the three men got and the distribution 
among themselves, as to how they dis t ribute the three , 
isn ' t that the caseT 

That is the case. 

'!hat certa.inly 19 the civil cane , Ur. Secretary. 
There isn't anything to the civil caee other than 
that . 

It is also whether there was criminal intent or not. 

'l'hen when you a!'e talking about c riminal intent, all 
tboso other factors , I think, have a direct bearing. 
I th1nk the fact that they approacll<ld an agent , that 
they made a car available to him, that they hired 
th1a girl • •• • 

•••• an4 these telegrwoa. 

All those telegrams went back and forth botween these 
fellowe, showing what theJ had i n 1111nd. I think all 
that has a d irect bearing on the criminal side. 

Let them deci de how much they went to go into • 

They can 't read the case without knowing all of it 
anyhow. 

'J'h1s other factor ••• • 

: 27 
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Ranoa: 

!'ole;p 

'le.ston z 

tt.~ . Jrs 

!lel ve ring 1 

H.Y. Jra 

Let thea decide. 
want, but I will 
and aa1 theJ can 
to. Ia that the 

- u-

The7 can go in to aa much aa tbaJ 
in vita them down to do this part 
go into it as deeplJ as the7 wish 
way JOU would put it, JohnT 

Yea , air. Knollenberg waa collling down bore. this 
weak &J'I1W&J, I think. He wrote me a latter and 
aa1d he was on his W&J and wanted to aea me . 
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Now, JOU understand, Nr. Secretary, that tho f iles 
are over in the Depa.rtment of Justi ce and what we 
have bare are onl7 &1 rues and part or the Chief 
Counsel' a t1lea and the atutr that Elmer has held 
out , but moat or the atutt baa been turned over to 
the Department or Justice and I th ink if the7 are 
go l .ng into ever,thing we have, lt would be necessary 
to ge t a lot or that atutr ba Ck , wouldn't ltt 

~ell , of course we have carbon eoplea or the greater 
part or that. 

Tha t is a detail. Let me aee it I can get th"" down. 
The7 can go down in thla conference room dO'IIIl3taire 
nnd t ho atutt will be made available for them to 
read and they can aend for Whatovor thoJ want , if I 
can get them to do thia . I am go ing to ask them to 
do this thing - I don't think I will orter thom t.nJ 
pay. I am J=t going to aak them to do it aa a per­
sonal favor. 

Won't the7 have to be on the rolla aa ""'plo7eea 1n 
order to be legally entitled to look at theae docu­
ments! 

Well, ten dollars, more or leu. l;bat about thatt 

I think ttlat 1s probably correct. 

On per diem. 

Just pay them a per diem. 

Why not - 1e it agreeablo to JOU, John, that I get 
bua:r right on tho telephone! 

Yea. 
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Ii . ~~ . Jr: 

Holvering : 

lrey: 
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Then the Attorney General 1a ccm1ng t o lunch. Well , 
he has asked for the lunch. I can jus t listen, r i ghtf 
As far as the At torney Gen e ral 1 s office and ours a re 
concerned, there is nothing waiting any decieions. 
They are trying this fellow Kad1a , now, aren ' t they? 

Well, they are pre senting evid enc e to the Grand Jury 
1n connect ion with the inoane ~ - failure to report 
income on the p&rt o r tho DIAn who 1s supposed to have 
gotten a $ 100 , 000 bribe 1n tba t labor d1apute . 

I 

But they a re not doing anything about t h is other thingT 

'!hey are also p r esenti ng the K&d1a cue and they 
haven't begun, really, to present anyt~ 1n so far 
aa the main case 1e concemed. 

It was t h e understand1ng they would not do that . 

What 1a the maximum I should pay the se men per day 
it I wanted to pay them, or it they wanted pay. 

Twe n ty- five dollars a day. 

And f ive dollars p e r d1emf 

Yea. 
And their expensos hare and back. Anybody got any 
doubts abou t doing it this wayt 

No , I am very happy to hav• those men cCIIlle in and 
paso on the question. 

Just entirely cl ean up the situation, one way or the 
other. 

Let • 
8 

let i t go that way. I will ge t on the phone 
right away. 
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TO 

TREASURY DEPARTMENT 

INTKIII OFFlCK COMMUNICATION 

Seora~entbau 

Mr. Baa~ 

:!30 

oAn Ootober 31, 1939 

SubJeot: Current DeYe1opaonta in the H1gh-Grade Seouri u .. 
Markeh 

(1) Long-tara OoYel'llllent bonde a4n.noe4 al1gbUJ, on not 
balanoe, during the paat eight dafa, 'Wh1h ehort-tera 
iuuu ahowed a ..U dao11Do (Chart I). .U1 aaturitT 
olaeeoe ot United Stat•• eeourit1oe b&Ta nov reooTered 
a eubetantial portion ot their war or1e1e deolinea. 
The reooTer, in the oaeo ot the 1-3 7ear notu amounts 
to praotioallT the entire ground loet. Longer bonda, 
on the other hand, haYe raooTered onlJ a 11tth 110re 
than halt ot tho1r deolinee. On Monda,, Ootober )0 , 
the •••rae• Tlald on long-tara !reaeur, bonde wee 
unoh&DSad troa t he preYloue waelt (Chart II). 

( 2) Tho ra4eNl Jleaorn banlr.e allowed another Jl2. 5 a1l-
11ona ot !raanr, b1lle to run ott laet week (Chert 
III). Tocather w1th the new TreasurT ottor1ng~e 
brought the aonth' • i noreau in the aarket IUPPlT ot 
bUle to tJ,6S a1111one. .Ul ot tbh 1ooreaee, plue 
e011e ot the bU1e prertouelT held b7 non-banking 
bolder• waa ~en up bJ wukl.T r eporting ••bar ballke, 
therabJ rnara1Dg the prnioua trend (Chart IV). 

(3) H1gh-sra48 oorporate boll48 a4Yanoed aJ.1gbtlJ last veelt 
(Chart II). lllan1o1pal bonde were aleo t1ra, the Dow­
J'onea a<waraca ot Tl•lda ot twantr 20-Tear bonda deol1n.-
1ag 3 baaia po1nta. State ot lew York bonda were oo,. 
11darabl7 atroager than the run ot aun.1oipale, the 
T1eld on the J'• ot 1971 dropping 16 baeia po1ota 
4ar1ag the waelt ( Chart V). lo new corporate 1uuoe 
ware publlolJ ottai'il la1t waelt; llllJI1o1pal 1teuu 
ottarad ware reported to ban bean at1okJ. 

(4) Br1t1eb OoYarnaant aaour1t1ae were atrong aarlT laet 
weelt. Ooneole reached a h1gh ot 68-J/S on TbiJredaT, 
but o1oea4 011 Moad&J, Ootober JO, at 67- 7/S, to Jie1d 
3. 71 pereent (Chart VI), The Bank ot England re41loed 
1te 41eooant zoah li'Oii J paroant to 2 percent on 
!blarld&J' aa4 Brltieb ehort-tazoa aoner rat81 dropped 
llharp1 • rrai!Oh J peroent perpetual raot81 vera prao­
u~· uollanga4 l&at waelt, but JUaP•d aore then a 

point oYer the weelt-eD4. 
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I. United Statu Bonde and Xotu 

Long-term Government bonda advanced al1ghtl;r, on net ba1-
enoe, during tba p&at eight daTa, wh1le ehort-tera 1uuea 
showed allell deol1nea (06art I). Both tba long and mort ende 
ot the market were weak on Tliiired&J and Friday, but b;r Kond&J 
the net loaaea tor the week bad been made up 1n the oaee ot 
tbe longer maturities. The average 71e1d ot all long-ters 
Treaeur:y bonde ahowed ema11 nuotuat1ona during the week 
and on llonday, October 30, wee unobanged troa the prert~a 
week at 2. 50 percent (Chart II) . 

The relative aovement ot d1tterent ll&tur1t1ea ot !reae­
ur:r aecur1 t1ea during the paat eight day a 1a ahown 1n the 
following table: 

Note a 
~0 § :rears ••• 0 0 • •••••• ••• 

3 to :rear a • • • • • • • • • 0 ••••• 

Bonde 
--o'ii!er 5 :reare to 0&11 ...... 

5 to 15 :year• to 0&11 ...... 
15 year a and over to oal1 •. 

Average pr1oe obange 

Week 
ended 

Oot. 211 
llond&;r, 
Oot. 30 total 

(In thirt:y-aeoonda) 

- ~ • 2 - 1 ... 2 - 2 

0 • 3 :1~ .. 6 • II 
- II +11 • 3 

1he 111xed trend in prioe aovemanta laet week wa a due to 
aoa~e extent to the adJuatMnte aade b7 the market following 
the announcement ot the new !rrlaaur:r note otter1ng. a.b­
etantial ewitobing trom r1gbte into other Treaaur:r notes and 
1ntermed1ate bonds and guaranteed 1uuee, wh1ob •a• reported 
on Tueed&J and Wedneed&J, oauaed a more than proportional ad­
vance in eo .. ot tbaae 1aeuee. 

Chart I ahowa that a11 ~~&turit:Y olaeaea ot United Statea 
seouritiee have now recovered a aubetantial porti on ot the de­
cline euttered aa 8 result ot the war orh1a. One- to three-:rear 
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note s have reoovered practically the entire ground lost since 
Auguot 19, the day before the beginning ot the severe phase 
of the war oriels, while the other short notes and short 
bonds are at levels approximating t hose at the beginning of 
september. Medium- and long-term bondo, however, haTe re­
covered l ittle more than half ot the declines suffered since 
August 19. The longs, it should be observed, continued to 
decline tor neorly three weeks after the prices on ehort 
aeouri tie o had turned upward, 

Weekly reporting member banks outoide of New York City 
reduced their Government iortfol1oa by 23 millions during 
the week. New York City anka increase their holdings ot 
Govarn.,ent aecuri ties by 79 millions, howner -- picl<ing up 
a l arge volume ot bUla and eome Treasury notes. Bank oper­
a tions duri ng the week reflected to ao~e extent shi fts in­
cident to the retunding of the December notes. 

On TUesday, Ootober 2~, the Executive Co~ttee of the 
Federal Reserve Open Karket Committee authcrited the tender~ 
i ng ot the entire ~~nt($105.7 millions) ot the Dece=ber 
not e held in the Federal Reserve portfolio tor exchange into 
the new 1 percent Treasury no te . These holdings aoounted to 
approximately 20 percent ot the entire amount outstanding. 

II. United States Treasury Billa 

During the statement week ended last Wednesday, the 
rederal Reoerve banks per mitted anothor $12.5 millions or 
L~~1r holdings of Treasury bills to run ott (Chart I I I) , 
and the Treasury issued ita second enlarged series or such 
obligations. These operations brought the total of the 
zonth 'a increases in t he market supply of Treasury billa to 
~16g millions. The entire amount ot thia i .noreate, plus 
so~~~e ot the bUla previously held by non-banking holders was 
taken up by weekly reporting member banka, thereby reversing 
the preVious trend (Chart IV). !.lost or thla addition to b111 
hol dings took place i n New York Ci t y, as ia shown 1n the fol­
lowing table; 
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Bank Hol41nga of treaeuey BUb 
Septeaber 27 - October 25, 1939 

(In aillione of dollare) 

Increase in bill holdinge by: 

New York OitJ banke • • • • • •• 
Banke outeide of Mev York CitJ • 
All veeklJ reporting aember banke 

Source of inoreaee in bank hol41nge: 

Increaee in priTatelJ held aartetable euppl,-
Increaaa in outatan41ng aaount • • • • • • 100 
Reduction in Federal Resene bank holdinga 6S 

Total. • . . . . . • . . . . . . . . 164 

Net reduction in holdingsof •otbere• • ~ 

Total.. • • • . . . . . . . 210 

1 The private1J held aarlUtabie eupplJ exoludee holdings of 
the Federal Reaane banks and the hold1nge (1t anrl of 
other goTarnaental agencies. 

The rata on thia week'• inoreaead offering ot Treaaury 
billa vae .028 peroent, ae ooapared v1th . 027 percent laet 
week, and . 033 percent the weak bef ore. Tbeee ratea are 
praot1oall7 the oaae aa thoae obtaining during the tvo week• 
-preceding the raiaing of the leTel of the bUl offering troa 
ilOO a1ll1one to $150 alllione per week. A laok of relat1on.­
eh1p between ohangea in the weeklJ bill Toluae and ln the 
rate on billa 11 in line with the eXPerience of the paat 
fhe 7eara, boweTar, and 1e probablJ to be IXPIOted in pe­
r1oda ot large exo••• reaen••· 

III. Other Doaeetio Seour1t1ee Market• 

Higb-grada corporate and aun1o1pal bonde adTanoed 
el1gbtlJ laet vaek. The treaaury aTerage ot Jlelde on high­
grade corporate bonds declined troa 3·09 percent to 3.0~ per­
cent during the week, and to J.03 percent on XondaJ, October 30 
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(Chart n) . !he Dov...Jonea an rage or 7hlde or tvant 7 20- year 
bonda daol1ned fraa 2,96 peroant to 2. 9) peroant, state or 
New York bonda vera oonaidarabl7 atronger than the run or 
mun1o1pala, the 7iald on the ) 1 1 of 1971 dropping trom 
2 . ~2 peroant to 2,26 percent during t he week (Chart V) . 

No corporate iaeuae vera oftered publiol7 last vaek 
but it wae repor ted tbet the Northveatern Eleotri o Oompan,. 
ot llaehington, a oompan7 located in the Bonneville Daa area 
placed $6.7 aillione or~ percent bonde with a group or t our 
inauranoe ooapaniee. Some $15 a1111one or aunioipal i oouee 
were ottered, but the7 vera reported to baYa been atiok7 
and a oonei dar abla portion or theee ieeuee were ea1d to have 
remained uneold at the week end. 

FUture act1Yit7 1n the n.ev corporate 1uuee aarket wae 
torecaet b7 the reg1atrat1on with the 8£0 ot $~2 a.illione or 
eeouritiea or the Jerae7 Central Power and Ligbt Coapan7, a 
termer Inaull ooaP&DT• !hie 1e the tiret aajor loan to be 
registered with the S£0 e1noe the outbreak or var. 

IV. Foreign Xarkete 

Britieh Qoyernmant eeouritiee were etrong earl7 laat 
week, but eased alightl7 at the week end. The 2- 1/2 per­
oent ooneola reaohed a h1~ ot 68-)/S on Thuradar and oloaad 
on Monday\ October )0, at 67-7/S, t o 7ield ).71 percent 
(Chart VI • The epread between t he yiel d on the ooneola and 
tbe aYerage 71ald on lon~tem Treaeury bonde wu 1.21 pel'­
oent on Monda7 (Chart VI). 

The Bank or England reduced 1tc d1aoount rate fl'OII 
) peroent to 2 percent on 'l'hurada7, reetor1ng that rate to 
the level aaintainad trom June )0, 1932 until .Auguat 2~, 
19)9, when tha rate vaa 1noraaeed to ~ paroant. The preee 
ooneidared the veak ' e aot1on to be the laat iaportaot atep 
Preliainarr to the a nnounoaaent ot tha nrat war loan. 
Earlier in the week, the prase bad noted that the ooneietent 
etrangth of t he trU t-edga aarket vae bel1end to be due 1n 
part t o bu7ing b7 Qonrnaant broklre preparing the w8f tor 
ouch a nev offering. 

The currant 1~roveaant in the prioae or oonaole beei 
extended itealt t o other Oovarnaenbt1iee~~&r!!t~~~S:r~~=• ~n the eue dagrea. The following ta • 0 - .- 0 t b r ozn oonaola and other Qovarnaent ieeuea on Monda7, 0 0 e ;-• 
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with the a1nlaua pr1oea eetabl1ahed b7 the London Stock Ex­
change, and the pr1o .. oa Xa7 31, 1939, the b1gh tollow1 
the epr1ng (O&eoboalon.k) or1ah, and Auguat 18. the da7 ~ 
tore the beg1nn1q of the aevere pba .. of -the o~rrent or1ar.• 

' 
Pr1oee of Selected Br1tiah Government Ieeuee 

loot ..,.:War orleh:... 1 .. : 31 : • ,...,l a1n1aua 1.-ug. o: K8,3 

335 

Oonaola (Perpetual) 
Var Loan (Perpetual) 

~ Fund1nc ( 19~'.10! 
} ~ Fund1q (1959-69 
$ Detenae (19~ 

67-7/S 
91- 3/S 

1011-3/S 
90-1/2 
97-1/8 

62 fF.-7/8 
116-1/2 91-5/16 

100..112 105-lA 
87-1/2 91-3/8 
94-3A 98 

70 
96 

108-1/2 
94 
97-5/8 

8bort-tera aone7 rate• 1n London fell on the announcement 
ot the l ower Bank Rate, oell aone7 aoved troa 2 peroent at the 
beginning o t the weelt to 1 peroent on Tbureda7, and eu-aonth 
ooueroiel b1.lla declined troa 2 percent at the beg1nnins of 
the veelt to l-5/8 percent on !hurada7, The aTerage 7ield on 
Treaaury b1lla on rr1da7 waa 1.19 peroent ae compared with 
1. 71 peroent the previoua weelt. 

rrenoh Oovernaent eeour1tiee were virtuallr unob&Aged 
laat weelt, but roee ebarPlZ over the week end. Perpetual 
3 percent rente• etood at 68.50 on Ootober 2}, and at 68.80 
on Ootober 27. On xo~ the7 Jumped to 70. 00, to rield 
4. 29 peroent. . 

Clanad1an '-Ilk r.porh tor Beptlllber }0 renaled abarP 
inoruaee 1n the loana and a.ud depoeite of the obarttred 
banlte dur1q the firet aonth of war. Deau4 depoeite roll 
$58 a1111one to 1763 a1111ona; an4 ounent loane 1n CaMclA 
inoreaeed 165 a1ll1one to 1891 aillione. Coabined oirou­
lation of the Bank of ().one"• an4 the chartered banlte inoroued 
$}6 a1ll1ona to IJOS a1111ona 1n the ea&e period. !be aagn1-
tude of thea• aoYea aaT be appreo1ated when it ia reaeabered 
that the population of C&na4& 11 onl7 about one-twelfth of 
that of the United Btatea. On a per oap1ta baaie the i .noreeee 
1n loane tor exaaple, 1a equivalent to an 1noreall of about 
$780 auhona here. 
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Present I 

H.H. Jr1 

H. !~. Jr : 

'.·.elles: 

?eisr 

Jonest 

Duggo.n: 

Feis : 

llr. Welles 
14%'. Jonee 
Ur . Feis 
llr. Duggan 
Mr. Cotton 
Mr. Cochran 
~1r. 'lh1 te 
Mr . HMe on 
Wr. Schmidt 
Mr. Collado 

October 31, 1939. 
3100 p . m. 

I have somet hing to go on. I hAVe asked my men 
for a piece or paper with acme questions we would 
like to ask. You (Jones) have got CXIe. Let 'a 
have sooethlng. 

It seems to me to bo an Admir able outline or the 
whole question. 

Could we diacuss some or these here! 

I t h ink it would be very helpful 1r we start i n at 
the beg1nn.1ng and go right down the line. 

Well , the prospects of succeaatul debt sett l ement 
or Colombia '• outstanding debt: 

"1. Present s tatua of debt settlement negotiations 
between the foreign bondholders And the Col ombian 
Oo vo nun en t • " 

We haven't got that . 

Perhaps you will a .llow me to talk a littl e on that . 
I would 11ko to ask Dr. Feia and llr. ~ to cheek 
me . 

How much are the dollars? 

I beg your pa rdont 

What do e a tha t amount to , Wh& t 1e the ana wert 

145 mi lli on dollars , lolr. Jonea . 

Tbat 1nelude a , howev er, I take i t • • • • 
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Can you bl-eak that down aa to n& tional an4 federal t 

That i a only dollar debt , not total debt. That 
includes s tate , municipal and federal , and dia­
cuaaiona ot ••• • 

Can you break it down , Wr. Col lado? 

-,, _ .... 

There io about 52 million doll ars outstanding of 
federal dollar debt , of which a pproximately 7 million 
are held by the Colombian <rreasury , making a little 
over 45 million a ctually outstanding. In addition, 
there ia appro.xi.-tely eo million of these a tate 
an4 aW'licipal dollar debta . on top or that , there 
1a approx~ toly 7i million dollara or sterling debt 
and in addition, a litt le over 5 more million of 
atorling debt which baa recently been converted into 
a peao debt. It 1a no longe r a foreign currenC)' 
obligation. 

17 million dollara bank debt . 

Yea , the City Bank. 

Are all those in defaultf 

Tha City Bank ia not in default. That ia a short­
term debt entered into about 19:10 and the t 1a not 
in default . All of the fUnded debta a re in complete 
default aince about 1932 or 1933. They did laauo 
acme funding certificate• in 19:14, t'l.lndina tho unpaid 
interests through 'M. 
Well, they are paying on a French funded debt arising 
in connection with railway purcha•ea and tho7 are 
paying on thei r internal debt . 

'l'he7 are paying on tho internal debtf 

Yeo , anywl>ere up to e1gbt or nino percent. 

You moan intoreat or on the prlnclpalt 

Interest . 

They are p&:Jing that much intoreatf 

Vp to that. They are paying a Prench debt an4 they 
are paying on the banker a 1 debt. 'lb07 are paying 
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on a r .. otbel' debta. 

You mean tbe7 pa7 tt». t 1111cb 1ntel'oat! 

Tb&t h1Sh 1'& te 1a onl.7 1n oonneot1on w1 tb ool'ta1n 
elements 1n tbeil' 1ntemal debt. 

Well, doe a tba t ine>lude the Fl'encbt 

'lh.e P:renah l'&te 1e lowel'. I oan•t ghe 70u the 
1'& te tram -1101'7. 

244 

But I 'tiOUl4 like to eaapbaohe, 111'. Jcnea, tbet tbat 
P:renoh pa,_nt is 1n connee>Uco, NallJ, witb a 
rallroad debt which baa been NoonYel'ted and wu 
not l'e81ll&l' extem&J. tundad loan. Th6J &1'6 1n default 
on all or tbeil' l'egul&l' extemal tunded debt. 

Doea tbia book hel'e 1nelw1e itt 

Yea. 

'nl& t ia 1n t1g\11'oa t 

Yea. 

Who ia going to anaWel' nuabel'•• •• 

Who ia going to anawel' nuabel' twot 

Ill'. Walles aa1d he -• going to talk. 

I will talk Yel'J bl'i en,., Ill'. SaoNtal'J, on point 
mabel' one. 

Aa I 1'•.-hel' it, negoti&tiona tirat atal'ted, 1>1'. 
Peia, didn't tbe71 a bout tbNa J8&1'a aso between 
tba Pl'Oteotiwe OounoU a1ld tba Ool0111>1an GoYenaent , 
&D4 tbe Pl'Otect1•• Oawloil u pon two oooaa1ona 
aent a NpHaentatin to Bogota, in ol'dal' to ne­
gotiate d11'8otl7 1n Oolollbia witb tba Colorabian 
Goweruaent. On both of thoaa oooallona , the Np1'8-
aantat1Ye ot the Pl'Otaot1n Counci l na a b le to 
ata7 onl.7 a ahol't tiae and the tben Pl' .. i4ent ot 
Ool0eb1& na beN 1D Waahington ,.aate1'4e7• P'1'oa 
Wb&t be aa.ld 7••t•1'4e7• be 414 not teal that be 
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had autt'ic1ent time in order to W'ldertake any 
real negotiations, that all the representatives 
of the ProtBct ive Council s a id was that they 
wanted resumpti on, in full , ns to the basis of 
the negotiation, and i t wae ~oeeible tor h1.:n 
i n thB short time availabl e to convince the 
representatives of the Protect i ve Council thAt 
he had his political and Congre eolonal difficul­
ties nnd that he oouldn' t poeoibly get Congress 
to agree to it. Last year there wae a change 
ot Goverruttent in Colombia. 'nlo pr<>aent President 
ot Colombia c""e through Ylaehin~ton and stat ed to 
me tho t one ot the first th i ngs he wanted to do 
was to r ea ch an agreeoent providing for resumption 
of ·pa;roont . !U.s point of view was that any agree­
ment entered into by thoi r representatives should 
provide f or recognition, in ful l , of t he capital 
investoent and i t should provide further for 
scaling down of interest ratoe and the s caling 
down of deferred interest payments . 

I think i t was in January, '!'a on ' t it , Dr. Feie, 
that the Colombian Am baa sador finally had in­
structions to go ahead and W\dertake new n~got1a­
t 1ons with the Protective CoW'Ic1l . It was about 
that time . 

Yea . 

fly impression 1s that the proposal tl>.A t he tn$de was 
f or a wiping out of t he deferred interest payment s , 
recogni t i on of full capital value nnd resuopt ion of 
inte r e st payments , boginnlng at two percent, going 
up over a period of thrOe years, r.as i t? 

About . 

Five :years. 

Five years, to three percent. The Counci l , as I 
unders t oad, refused to cone ider 1 t .. • • 

Council for the bondholdereT 

:£eo. • •• • and neg9tU.t1ona wero brcken dovm, it 
flopped. I think the position of the Counci l , if 
I understand it , is that the1 were not recognizing 
anything bu t the bondhol ders i n the wa:r of • 
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eettl«aent, that it did not provide tor a starting, 
ree~ption of 1ntereat pa,aente at a rate a t least 
tour , 1o iU ' 

Starting at three. 

And going up to tour and a halt . 

I dcm' t th1nk the Council baa eve r 
willing to start as low aa t h ree , 
but I don't believe they a re . 

It ie tour, star ting at tour . 

said i t waa 
Tiley might be , 

The Colombian Government hae retueed to negotiate 
on tboae terms and the •tat emont o r pos ition ••• • 

Bavo re tuaed to ••• • 

••• • n egotiate on the terma proposed or rather tacitlJ 
acquiesced to the propoaal a ot the Council and it 1a 
aaid that the Council 1a no t a negotiator. The situ­
ation 1a really very unfortunate because the Colombian 
Preoident , tor whom I have the highest regard , teela 
tha t thia mat ter muat be eattlad and he ia willing to 
eettle on any reasonable baeia ot the obaracter which 
1s indicated. I th1nk that ia tile preeant atatua in 
veey general and rough terma. 

Mi ght I interject =raelt at th1a timaf While I have 
never bad any direct contact with thia Council Which 
I keep hearing about all the ti.lll.e , ..mother right or 
wrong , I tb1nk they aaem to be tile irritant tho t baa 
leapt ua tram getting anywhere , a t leaet that 1s the 
1mpreaeion that I hove . Tbe r e tore, I have cade the 
8\186e&tion to the SEC tha t in th1a caee theJ act aa 
a Oollllll1aa1on to b&Ddle the bAnl<e and that they repre­
aent the -'->r1can bondboltlera in thia incident and to 
aeaiat ua 1n arr1rtng at a eoncludon, and that we 
work through the SEC rather than tbrousJl th1a eo ... utee. 
I bolieve that the SEC would be veey glad to do ao . 

I would 11l<e, before we paae on, to expreaa a personal 
opinion, it I may. 

Yee. 

I think the d1tfi ault;r 1e that wa ba ... oonaidered 
Council in the light ot pel'llon&li tie a and not the 
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insti t ut i on i t self. I think the 1n.et1 tut1on itself 
ia a very desirable instituti on nnd one that , if it 
functioned properly, would fill the long-felt want , 
I am awfully arraid o f any Go vernment agency, as auch , 
entering into tho p i cture ~~en it comes to defaults 
on private debts of othe r American Governments, I 
fear that at acme etago 1n tho proooedinge , the 
United Statea Govel'IUOOnt ie e;o1ng to be considered 
by public opinion in the reat of the continent ae the 
old-time Shylock and aa the bill collector. ¥.hat I 
th1nk is BIDinentl:y deairable 1e that wo now s t ep in 
in t he way the Secretary of the Treasury haa auggeeted, 
because we have reached an 1mpasee and the questions 
have to be settled, It that is ao , I hope that "e 
ca n avoid tha illlpreeaion <ll'l the reat of the continent 
that the Uni ted sta tea Goverr~<~ent , itself, is go ing 
t o undertake the collection or eevort.l or t hese bills, 
I feel that i f we can agr e e on thh particular case , 
s e t the precedent that way , then peadbly hol d it up 
ae a yardstick , that we might then try to work out 
s <X:Io wa; f or an effective Cou.nc1l , even i f we have 
to r eorganize it in some way. 

Do I ga thor trom that that 1f t he SEC and the ColliD1a­
a1on ie willing to auiet ue , you da'l 1 t raise any 
objection? 

Not a bit. I understand that their aesietance would 
be Just the sort of work that you and Mr. J ones and 
myself would have t o do, tlult la , try and find out 
what we consider a fair settlement of the whole 
p i oture without stepping officit.ll7 into tho picture. 

And that ecce one member ot the eo-1Bsion would be 
willing to s it with ua and that the7 would ait in 
on t bia the way they would on any - "hatever their 
atatus is in representing the l.mer1can eecurit1es. 
I am Aot a la"7er and I don't lcnow Just what the 
l egal etatus i a , bu t at leeat in my mind I think 
thei r oreatlon was to look after the in t erest• ot 
tlul American s ecur1t7 holders. Ia that about right , 
Johnt 

Taking in the inveatoref 

Those are American investor• who inveetod their 
money abroad 1netead or at home. Ia t here any 
dltterencet 
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No, but I would want to examine i t vory caretully 
botore wo set them up aa a trading oomm1ttoo. 

Under the Securities Aot o! 19~~ it could have been 
aot up that way but the President nevor invoked 
that power. They could have aet uP a Government 
corporation to repreaent bondholder a. 

Well , ia anybody certain that they can a it 1n at 
thia - certainly they can a1 t 1n a t th1e , because 
thio 1• informal and they can eati aty themeelvea 
aa to bow tar tbey can go . 

And then our coam1ttee erul d determine how tar we 
would want tbem to go. It m1g.t - Johnny's point 
thoro about - I think 1t 1a pre t t y well taken, 
I should ll.l<e to !-.ave tho benotit or their ua1a­
tance and their background it thia committ ee should 
reach a decision. Certainly it would be hel ptul 
to have the oooperation and approval of the SEC. 

Yes , and they volunteer tho inf ormation that they 
have all this data over thoro . 

But the deci s i on ~·ould really be the dec1a1on or 
this committee. 

Yea . 

\'li th their help. 

Yoa. 
Keeping the decision here with tho cOOIIIIitt ee , 'I 
underetand . 

Yoe . 

Ia that your i dea , JobnnTt 

Yes s i r , that is =1 i dea , oxaot~Y · 

Well I will aal< the SEC formot.lly to doaip te aomo­
bOdf' to talk with ue , whom they would like , which 
member or the Commiaaion. 

All right. 
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I will aak which one. 

Who can anawer number 3 t s ~-thatt umner, uaVO ~OU got 

I th 1.nk that Dr. Whi to Al'ld L!r . Collado have all 
t hat data. 

!lumber 3t 

\Vo haven't touched on point number 2 ~ot, and that 
I should ea~, was an impoaaiblo question to ans'Cer: 

Woll , a ccept an~thing that the~ can get . or course, 
they are getting no t hing now. We can, then, depend 
upon cortaln elements in it to critioizo Whatever 
they get, and i f th.e~ should, ~ an~ chance, a ccept 
a set t lement which then broke down artor • ~ear, 
we could then expect them to criticiu the whole 
aettle~~~ont . 

You aay tho~ would accept anything they could gett 

Yoa . You have a problem alwa~a or a minorit~. 

How quickl~ could the~·· • • 

And, unknown at present , they can onl~ act as advisors. 
They are in no -~ organhed. '!'hoy each have t heir 
individual righta to a ccept or rotuao an~ otter that 
tho Colombian Government m&J make . The grea t maJority 
or them will accept any otter that t he Colombian 
Government makea. or courao , they tool themselves 
1n auch a helpleaa position. You will h ave a 
minoritJ that will cl ins to i t a tunde and continuo 
to do~ tor better tonoe. Thoro 1e no .. a}' or 
coercing them t hat I know of , that I have over heard 
an7ono mention. '!'he minority 1a always a di fficult 
problelll and 1t 1a one problem that always bas to be 
borne in mind 1o the ease Of OVOrJ settl ement . 'ft'e 
have bad, 1o the case or various negotiating set tle­
menta or certain iotermediariea, to atop 1o to pro­
tect m1nor1t1ea. 

Well, that doesn' t anawer the question, dooa it, 
that Jonoa asked, "llhat 1e Colombia'• capacity to 

pay"t 
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Well , the two problems there are, (1), the ?ederel 
Government , and the other , tho State and local 
governments , wh i ch a gain reaolvea i tsel f into two 
oubdiv1aions as to what aho can raioe donesti cally 
and what ehe can transfer, 

With respect to wha t sho co.n raise domesticall:v 
I think there is little doubt that oho could raise 
sufficient revenue to take care of the kind of 
settlement that woul~ be accepted , though we don't 
know enough about their domesti c finance to be 
certain of that. Yet , in thio year she raised 
32 million dollars revenue , aa against 27 million 
last year for the first eigbt 1110ntho . ';hat shows 
an increase of S m1ll!on and 1t o~tn' t to be too 
difficul t for her to make a chance mich would in­
volve two or three million dollars a year. She 
alz-eady 1s setting aside a oum fi'Om her present 
budget for payment on the debt o.nd she has been 
opera tins under a balanced budget and thh yea.r a 
alight surplus is anticipated, oo that h er lntdj;e t 
io in good shape. Coupled w1 tb the fact that her 
oil output will substantially lnc reane next year, 
which g1ves rise to some additional r evenue, I 
don't think the l1m1 t1ng fo.ctor on a set tlement 
would be her problem of getting tho funds at hoce . 
I think she can take care of that . 

250 

\'lith r eepect to her abUi ty to get foreisn exchange , 
thQt is , her ability to transfer tbnt sum, I think 
that some flexible a rrang01:1ent would have to be 
made, It l".aa been susgea ted that they can toke 
care of two percent, or ao , w1 thou t any trouble. 
ner gol d production 1a increasing at the rate or 
about 10 percent a year. They expect to increase 
very greatly her oil output and thouc,h she doesn't 
got all of it, she gets a subatant1al quantity. 

Ia she living within her meana newt 

So f ar as her national budget is concerned, she 18. 
So rar eo her abili ty to get forei6" exchange ia , 
ooncemed, before the leat two month• - and, we don t 
have da ta on the laat t wo month•···· I don t know 
who bas that , possibly the State Depa1•tment has it. 
Before the last t wo month&, she bas been able to 
meet her foreign exchange c laims, oxc luoive of pay­
ments on these dobta , and it aoema quito poao1ble 
that abo will be able to pay at least two percent 
and poosibly something more . Now , it appear a to 
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me, in view of the dependence or her success i n 
the exchange market on the price of coffee and 
on her foreign trade , that a flexible arrangement 
m1(!ht bo worked out wh1eh would (live t he fore ign 
bondhol ders any advantage on amortization pa70ents 
that woul d resul t from an i mproved situati on. If 
the exchange waen 1 t avai l able , then those funds 
could be blocked to be made available when her 
exporte reached a certain point, c t cetera. I 
t hi nk some sort of criter ion could be developed 
wh1eh would give some hope to the bondholders and 
yet not be so pressing a burden on the exehange to 
Colombia. 

Ia it Nasonable to assume that the:; mi (ht apply 
thei r increased revenue f roa oil t o this debt 
settlement and tho coney they want to borrow? 

I auapoct that they wouldn 't wan t to apply it all . 
They have bad hopes or some additional revenue, 
but they ou,;ht to provide enou(!h to • • •• 

I d1cJn • t say they Ylould , I said they could , 

She could. Then she would have to provide some 
addi t i ona l sums to tru<o care of any loans that 
might be made , but i f tho terms wore sufficiently 
long, that wouldn ' t be • • •• 

I said the new money would be • • • • 

!hat i a right , I think there is an excellent chance 
of working that out aat1s factor1ly. 

I tiUnk the oil revenue should be caterially in­
creased. 

Have we any estil!ll tea of the a~~~ount of oil revenue 
nex t yeart You mentioned that once before. 

A milli on dolla r s extra. 

For o1lY 

Yea . 

About a mill ion doll ars addit ional . 

.. 
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And the following :rear 1t will go wa:r b-ond 
that , won't itt -· 

Yea. 

ha~! are open.l.ng up now wolle and they preeumabl:r 
enormoue oil reeorvea l oft open. 

Well , is that next question - can't :rou raise tho 

foreign exchange ••• • 

Yea, I aloe co~~e~ented on that. :low, we have been 

opea.k1ng about tho national sovernment. Tho local 

government , untortunatel:y, we don 't know anything 

about their state or finance, but the rore1sn 

exchange question which I ra1aed included transfer 

or tunda b:r local governmente, provided tho local 

government ra.ieed it, but we just don't know. I 

don • t know whether the State Department has any 

1110ro 1nto.-tion on that. 

I can give :rou th1a bit or information on that . 

!be ex-President told me :roaterda:r that the maJor1t:r 

or the local governmente , both state and 11111Dic1pal, 

could today moot tull:r their debt obligations , and 

that in the eas e or man:t of them the:r were deli ber­

ately holding back because no agreecont had been 

reached with the nati onal government , at least that 

is their excuse tor holding back. He aald it ia 

Just on a par with the situation in tho national 

gove...,.,nt . 

We are not ~iliar here with the atatua of t ho 

sterling debt. 

The question there would be whether that aettloaaont 

would be involved 1n a dollar settlement or Whether 

i t would raise any special probloa. 

The budgetary allocation which they have made in 

the ourrent budget provides tor payments on about 

the aame acale on tho atorling debt ao on the 

todoral dollar debta. 

That ia all she baa got out, aterling and dollareT 

That 1e all. 
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~o~~~~~t~e th~~ol1cy of t h o Sta te Department to -
,. ow w the rlgl\t wo1'd l8 - to keep the 
J:nG11sh informed or whJl t "'e are doln;; on this thin 
or would you just disregard them on their debt. g 

My own personal feeling i s that we oucnt to go ahead 
on ou r O\m problem. That is the attitude we have 
take n in connection w1 th t he Brazilian debt . The 
British have repeatedly boon trying to get themse lves 
into the picture because they feel that we ean get 
the settlement more readily with a razil than they 
can and I don't see any reason why we shouldn ' t 
consider ourselves entirely i n tile picture, ·dthout 
anyone else e<nin& into it. 

You wouldn ' t consider them at all thenf 

I m1&h t add, Yr. lfelles, that in the recent nego­
tiations with the Colombian Oovernnent, tha t the:; 
have only been negotiating wi th ua and I think it 
1& quite c lear that they had not intended to apply 
i t to the British. 

I think maybe you can do t he whole thing , as well 
as part of it . Maybe VIO oucllt to tell t hem. It 
seems to me if ~e are going to do anything for 
Colombia, tlla t "e oueh t to try to f ix it where she 
can do anything ~~at she ia obligated to do . 

Mr . Duggan has just reminded mo that the Col ombian 
oovernnent has said thet she wns going to necotiate 
w1 th ua, only, and onl y aft or she !lad reached an 
ag reanent ~th us, she would toke lt up with the 
British. 

I think we ought to hel p th is cuatooer , and i f "e 
are going to do that, we ougl\t to do a 1'\lll Job. 

I think you are quite riS)It, but I would suggest 
that an:r information come from the Colombian 
Gove rnment nnc1 not froo ua. 

'.l'ha t "ould be for your Department nnyway. 

I tbink ,.e have got to talk to •o::tebody that 
repreaent• Colombia aa to whA t she can do . 

Regraded Unclassified



• 

H. li .Jrt 

Walles: 

R. li .Jr; 

Pels: 

Jones: 

l'!ellea 1 

Jones: 

Welles : 

White 1 

- 13 -

Have you &IQ' indication how IIIUch you want within 
the next aix monthe T 

Doctor, you can answer that question much bet t e r 
than I . 

It baa never been stated 1n tei:'I1UI ot dates. 

Twelve months , calendar year 1940t 

Oh, they speak or 20 million dollara, but i t is 
alwaye impossible to tell whether they have Just 
put out a figure or - to act aa a 11Shten1ng rod, 
or Whether they mean it. '!heir general 11ne they 
have set for themaelvea is that tbeJ have got a 
progl'l.lll or national development under way, that 
tba t requi res illlporta and tbe7 don ' t want to have 
to curtail those illlports and t hereby atteet the1r 
program ot national development. Now, it eo tree 
priooe hold ste&d117, there 110111Aln' t be an7 great 
need tor that. It eotteo prices weaken, they 
would need somewhat more . I don't think that any 
t1gure thD. t they have mentioned to you would be 
ot an7 servi ce to 70u 1n Judging wba t ,-ou want. 

Wbo is go1ng to t alk tor Colombio.t 

Who 1a going to talk tor Colombia t 

Who is going to come bereT 

As I aaid 1n our last meeting, J4r. Jaramillo, who 
baa been several t1aoa Secretary of the Treasu.ey 
tor Colo2bia, 1s aet"4Lll7 on bia wa7 or will be on 
hie wo.)' tomorrow or the do.7 attar. Be will como 
to waehington and be will be fUll)' prepared to 
diacuu with you gentlemen bare all or those 
-ttera. 
'l'be r e 1a a statement b ere that migl\t be belptul. 
'lhia i a a 8 to. tement made b7 J4r. Feia on September 
24th. 

" 'l'be cnount of the loan would be fixed attar a 
car otul e tud7 or the moat urgent needa or tbe 
t1no.noial situation of the countr,., or the i ed 
countries under which the deb~~tt:: ~daclent 
and the t ol'!ll and te&a under .,...,.. 
would be eupplled. • 

354 
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Wb.o. t are Colollll:>1a 1 s ehort- ter:n needs to meet 
emergency exchanse situationet 

Wo have no information Whieh would indicate an 
emergency situation, it it exists, but that ie 
because we have no information in the last month 
or two . 

It would be the same reply ae to number 2 , wouldn't 
it, wait until this gentleman gets beret 

I think we would have to wait until be gets hero 
on point (b) . Point (a) mie;ht be taken up , pending 
his arrival . 

~body got any figures on thatt Collad.ot 

'!here are figures up to two 1:1onthe ago. '!hey <Show 
that she is in as good a position, so far as the 
foreign exchange - gold and foreign exchange assets -
are concerned, as she has bean anr time during the 
last four rears, but doubtleu the last month or 
two may have seen some change and I den ' t aec how 
one could answer that unless we knew. If she hasn ' t 
suffered any loss 1n exchange , tf the trade in the 
next month or two will not be bnd, ebe doesn't need 
very much, if anything, although I can see where a 
loan or approxim&telr 5 million dol la rs, hedged 
under the proper conditione eo that <She wouldn't have 
to use it, might be very helptul in increasing the 
confi dence in the currency, but it would have to be 
pratty well protectad to mal<a eure it wasn't used 
tor unnecessary imports. 

Hava you got the figuru ~ t o 3eptember tiratT 

Up to Septamber first. Wa haven't got the September 
and October figures. 

Couldn ' t you men baok there get up a Uat of things 
tba t you want and send 1t down to our Am'baesador, 
to ge t them up to October !iret or as recently •• 
be baa tbemt 

I think when Jaramillo gets here he will have all 
that information tor you. 
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One reason the decision ill ao dU'!'icult is that 
there are certain o Lho r int orocto , lnrsoly Ameri­
can interests , the treatmen t of which is more or 
looo d1acret1onnry. At tho prooent t ime they permit 
the oil export ers to keep t heir dollar oxchan e · 
bring ing back to the coun t ry only •1ha t they n~ed 
f or local purposes . They can mod ify that rule if 
t hey wish under the i r exchanso ro(;Ulations . At 
the prosont t ime , they perm1 t the 11iners of gold 
and platinum to talco out a certain amount . '!here 
has been a Supreme Court decision mich has facili­
t a ted gold end platinum mininG r ecently. '!bey are 
permi t t i ng full remission or dividends and interest 
on American investment s down there • . Up to perhaps 
a year &GO , they we r e restrt~ininc those . 

Pull remissions? 

Full remission o f intere s t and divi dend• on invest­
menta . They are paying acr.~ethlllg on their 17 million 
dollar abort- term bankinc debt . For certain period s , 
they bave hold up on t hat. 

You 1uuon a remittance? 

Yeo , sir . Now , all of t hooe , to some extent , are 
d i ftcr etionary policies anrt each of them inside the 
office, the lUnistor o f Finance or tho exchange con­
trol , 1s related to each othc~ o! t hee. They ae t 
into an exchange hole and the~ eay , "llell , ..-e won't 
let any ccmpanies transmit d1v1donda !or six non ths 
or a y ear." Tne debt clement 1e only one o~ a 
d iverse group o f ele:!!enta i n that situation, !OIIk ln(; 
up the total exchange load or roqu1rccont. 

Our information is t hat they have nevor interfered 
w1 th any o f the paymsn ts on the i r p~otit s and divi­
dends , but they do az:1ount to 15 or 20 million and 
they o i (;ht decide that , but up to now our informa­
t ion is that they haven' t dono that. 

You r information is incort•eot. They have now caught 
up but the re were period s 1n which we had these 
co~pan1e• 1n and out o f tho Stato Department all of 
the time. They asked us to fac1litnte transmiss ion 
ot d ividends. It is all caught up . 

-
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Gold and cotton, particularl1 , Dr. White, 

It ie all out or the war now, 

'lboy pai d on that ehort- tenn debt llr, Jones . 
$10 0 , 000 amortization. ' • 

I.Aat month! 

on the short- tom debt . 

Well , thoro again - Sumner , don't rou think that _ 
for instance, hasn't that got to wait on the 
a t abilhation thing to get f a ota and figures! 

I think on that we probabl7 could go t soJ:I& infor­
mati on before he geta here. 

We haven't got i t now 1a what I..., getting at. 
\Yo have got to ge t it. 

Yea , Doesn't 1t seem to 70u that porhapa that 1s 
one of those things that we could be hel pful 
enough in suggestions to them, once we know 1'1hnt 
the s i tuation i a - I mean , not onl7 on account of 
the present emorgencr dur1ns tho war but in view 
ot the future even in normal t i mes! 

I would think eo. Who knows the orrect or the 
war on themT 

\Yell , we know some thing s a bout it , not very much 
yet , We do know that tho7 have temporar1l7, at 
least, lost their German marl<ot and tho)' uood to 
aell Gorman)' about a million dollars a month and 
Go~7 took about 15 percent ot bor co tree ex­
porta and a ..-llor proportion or her banana ex­
porta . Now, wbetber that loas of exchange will 
be full7 eaopensa ted b)' two other developments, 
one , the increased gold production, two, the 1n­
crea aed oil exports , remains to be aoen. England 
haa curt ailed her 1mporta, a a )'OU know , some SO 
percent and bow much Colombia baa loat in her 
exports to England , we don't know , bu t her total 
trade with England wa an' t 'f&l':J important. 'lbough 
we have no t rade figures , doubtleao t he Minister 
will have aome when he comes up. It doesn't appear 
at the moment to be serious. !lor cofteo expor ts 
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remain good here and cottee pricea have not declined 
yet, so that on the Whole I should oay that aha 
s houl d not be su f fering acutely trcm the outbreak ot 
the war, but our i ntonnat1on is inadequate . 

Juat with r egard to bananas, Dr. White, we have a001e 
recent information frcm the Uni ted Frui t Company t o 
the e!feot that they e xpect to be able to place all 
or tho Colombian banana a. wbieh previously were 
go ing to Europe , in the Uni t ed Statea. Moreover, 
on a coount or the recent Supreme Court decia1on 
declaring unconstitutional a certain paaaage of a 
recent law on expropriation , United Fruit 1a go ing 
ahead to rehabili tate the i r banana lands there and 
to increase pr oduction, so that over a period there 
will be a certain compensa t i on there on bananas. 

llr. Dusgan, 1e Colombia one or the countries in 
whi ch they have this banana d1oeaseT 

Yea , they have it very badly there and on account 
ot this law that United Fruit Compnny thought hung 
over their heads like a sort ot Damool es , they 
didn't go ahead to cure the dioonse i n Colombia. 
Now tho law has been declared, in part, unconsti­
tutional and I am told by Uni ted Fruit Company 
ott1oialo that they are going to inlport pipe and 
o t her opraying apparatus and go out, not only on 
their own plantat1ono, but a lae aaoisting the 
local plantere to cure tho di aease. 

Is that a disea se which can be cured in one cycle 
or one :year or is i t something that t&keo aeveral 
:yoara to stamp out T 

llr Secretal"J trcm wha t I t.lll told b:y a IN!IIber of 
united Fruit CompanJ people , inc luding their 
bi ologi st, who i s quite an aut hority on th1a , dit 
1 t"•-- th& t will never be cured once an 

a aomo ~ t th i s d1seaae are carried 
for all. '!he spores 0 tl robably 
1n the w1Dd , Apparentlf the:r ow acroea, P 

~ the Ori ent • and now thef a re here 
t'rom Aoia, .rom. 1t 1e a question of 
1n tho air and !rom now on 
eont1nuoua sprapng t or dieeaeo control. 

'!hey are present at a ve r:r groat height . 

~58 
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They use copper sulphate, don 't thert 

Yea. 

What I ..., getting a t , being an apple grower in 
~~; roar of covering thh foliage, ellll ther ' cure 

llo , sir. It depends some what upon tho rainfall 
but the y have to keep the spray, a t all times , ~n 
the leaves. From two to four weeks, every plant 
has t ,o be sprayed. 

But if Un1 ted Fruit goes in there , it would mean 
a lot to Colombia, wouldn't i tt 

:ss 

The7 a r e alread;r in, It 1s a question now of going 
ahead with their sprartng apparatus, spraying plants. 

There 1s one factor that I am merely sussestl.ng that 
would require some - probably passing consideration . 
A good deal depends on her gold exports tor her 
ability to get exchange. Her gold eonat1 tutes so 
important a proportion of her total exports, Now, 
1f rou are thinking of l o"l!;- term trends and t h1nk1ng 
of long-ter.n debta , it is a little difficult to say 
what tha future holda with rupeot to curtailment 
of i nternational gold output, If any such arrange­
mont ie mad e , that would be additional risk . Possibly 
that ia m1n1r:lized by the fact that her oil 1s in­
creasing so r a p idly that it may take up the alack . 

llight I venture a bri ef thou;;ht on coffee , Dr, t.'hitet 
The Colombian coffee, being a superior 1:11ld, baa 
never had difficulty in f indl.ng a market and I wonder 
whether Colombia 1a gol.ng to have trouble placing 
ita coffee, as compared, let's s ay, with the inferior 
qualities of Brazil. 

The y claim not , but I had some things down in Brazil 
that they thou;;ht maybe t hey might so after their 
trade but 1n general tho opi n ion ie that they are 
1n s~ewhet of a preferred position and their prices 
are not nearly a s sensitive to exchanges in the 
coffee ~~arket - to dro):llin the demand !or coffee -
ae it would be in Bradl, but I don't know enough 
about 1t, 
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I think the long- term t rend that i a o. little 
deep tor ue , ' 

How would it be it I o.aked, tor the naxt move 
the SEC to notify us whether they will or won lt 
help ue on th1a and who would the7 have ait 
wi th ua, and just o.a aoon aa I know , I wil l aok 
them please to do i t t hia week and try to have 
another meeting thia week. Ia that all r1gbt t 

Yea . 

Pine. 

Shall we meet with somebody trom the SBC next 
t o tind out just bow tar the;r will go and how 
t'o.r we want tham to goT 

Yea, what tho)' ean dQ , 

I am not going to make a length;r d1aaartat 1on 
upon it, onl7 I think if wo ean get th1a present 
problem solved, that Colombia ottero a more favor­
able opportunity for investment by the private 
American t han any other republic. I think that 
1a contingent upon reeoto.bliehment of eontaeta 
which eo.n only be attained by .... 

That won't work very f a st, though. It hae got to 
beee~~~e stable. 

John, ean you get in touch wi th the SEC and aak 
th113 .met her they won't pleo.ao deeigna te e0111ebody 
'llbo can meet with ua 'lhuraday or Prida)' t 

Yea. 
'lhuraday, it the)' could, and let ua know. 

Any time tor itT In the aftemoont 

'lhuraday afternoon. 

Yea, e1r, I will do that . 

Somebody 'llbo would bavo the time to V ve to tb1a. 

360 
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It won It be OJIAI or the Coaual.a eionera . 

Cb, t ell the11 1 t hae got to be & Co111111leiroer . 

All right , 

If we can give 1t the time, they can. Hell , they 
e re not eo buay, '!hey juet th1nlc they are buey. 
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TREASURY DEPARTMENT 
363 

INTER OFl'ICE COMMUNICATION 

OAT& October Jl , 1939 

TO SocrotArT Morconthan 

Mr. Coobr• 

'i'ho toro.lp oxchal>.p -.rke\ .,.. ~ nrr qu.lot, Tho rato tor otorll.nc 
fluctuated vi~" a n&rrcw r&I>P &1>4 cloood at 4,00, Du.r1nc tho Afhn>ocn tho 
Donkero '!'Not Coapaq, w~~o .. oper&tiono &ro not 1oo1udocl. 1o tho t1curoo boiov 
reeo1YI«1 ord.6r1 fl'OWI co ... ro1al oouceru to purcha.M 1.)50,000., Ot this &DOU.n\ 
~200,000 vu llllppl1o4 b;r J apano .. blllllto, 

. Soloo of otor111>C b;r HpOrUnc bADka 1o llov York totolocl. lo}75,000, troa 
the follov1DC ~•r 

Co~ere1al CODGirDi e•• • • •••••••••• • ••••••••••••••••••••••••• It 94,000 
Yorolp b&l>ke (:a.r~ , J'&r llaot &ncl. South Aaorlc.a) .......... lo 281 , 000 

total ...... lo 375, 000 

Purchnooo of o\er11oc 81D0111ltod to 1.226 ,000 ao 1od.lcatod bolov1 

:By comercl.al oonoerna • ••••• •• • •••••••••••• . •••••• •••••• • ••• It 57,000 
By fore1p 'b&Dka (:Duope and Jar Saat), •• • •••• ••••• •• •••••• • It 169,000 

total ••• • •• ' 226,000 

'i'ha b&l>ke &loo reported that tho llr1Uoh Co11trol pu.rl>haood oterlinc a:DOunt­
!"l: to U lO,OOO , at tho oftici&l rate of 4. 02. .Ul of tbo otorlinc oolcl. to 
Control ropJ'Oomto4 ootton bUlo. 

!bo ratoo for t~ oth ... .lloport&nl cunonoloo olooocl. u tollov01 

J'roDCb fr&DCO 

O..Udoro. 
lwi.aa trance 
llolpo 
C&no.c1o. 

'i'ha Ch1u oo ;ru&n deal.IM4 troa 7ootorcl.o.;r'o quota\lon of ,06-1}/16 to .06-}/S. 

Yo pu.rcb&aocl. trca tho ~ aocounto of tbo 'b&Dito lhto4 bolov tho follov­

l.nc OliOWlh of plcl.a 

llllllk of \bo ~l1o, Coloab1&.,., • t }50, 000 
Xa\loaal Belak of Sel&iu.L•••• • ••••• 175.000 
Je\herlaD4a ~··· · · • • •• •••••••• • 800.000 

!otol • ••• • •• 1, }25,000 

CONFIDENTIAL 
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b l'e4eral IIaNne :Bank reported ~ ua the tolloving ohl.-nh o! gol4 

" UU• C011AI.r71 

$ 1182,000 fro11 India, coneip&d to tbe Ouar&~~t:r Truat Colll)>&ey of !lew York, for 
aale to the u. s. AoiOT Office at Nov York 

986,000 from SY1t:erl&Dd., cont1tn6d to the federal RetterYe Bank of Nev York, 
b;r the lle tional l!anJ< of Svi berland, by order of tho llational :Salllc 

..-.-,.,;-;:;:;;; of llllnca>7, to be hel4 at the d i opoaal of the l!IS, 
$1. 46s ,000 To tal 

'!!he Notional l!ank of llu=an1a cabled ~ tho F&daral Beoorn »&nlc of !lew York 

et oU nJ th&t lt intended to bey approxi~~~ate1y $12,375,000 in s old, nnd 1t roquuted 

t.:.te F&deral to obto.in from. the Treasury t he neceaaary e.uthorhation, The federal 
o4•1s•d tho Rwonniu l!nnlc, b;y cl\llle, tha t the 'rrta0lll7 dou not oell gold for future 

4cU very. S:ovntr, t.he federal Reaerve Bank at at ed that it vould be l)lta.aM to =ell» 

~'llcattona !ro:> tiDO ~ U•. l.J> tha behalf of the !:ational l!Olllc oi Rweonla, for 
t::A necessary liceoaea for the purchase of thia cold, aa aD4 vben the neeen&r7 tun4.J: 

41'1 proTided, and 1ne trueUona are rt~celYed t-o .wlT aw:h t;a.Dd• in auch purchuoa. 
The Federal oleo o t.,ted that i t aoaumoa that the BumaniS~llanl< h acquiring tho gold 

f or t.'>e purpoao of atrelll!:thtnl"'! ita gold reoone, and thet tho Federal hal rouon 

to baUeve that ouch o.ppllcationo vill be promptly and fa'l'orab1y acted upon b:r tho 

~reuu.-;y. 'rho roderal requ.oated that tho llumani&D Balllc confi rm tbe UI1JIII)>tion ' 

rl!l rd1ng tho roaoon for acqlll.rl"6 tha gold, vhon awUceUono for 1 h purchalo aro 

to be Clade ~ tbl Treaour:r. 

'l!h.a Federal Roaorve :S&.Dk alao 1uf'omed ua thAt they he.d riCI1Te4 a letter 

f r o=> tbe Bank of Greece inquir1"6 whether it would be ponibll for tho Fedaral to 

bu;r ~ith dollo.ro, wbioh tho :So.nlc of Graece mi£ht l'l'entuall :r poneto in ll.., York, 

rold bars to be earmarked v i th tho F&deral for aecount of the l!Mlt of Greaeo . ~ho 

1ador.U, 111 ito repl:r, infor~~ed the ll&nlc of Greece tb,o.t gold for eor=ld.ng or for 

t r.>Or t """ be ob tal.ned hare onl:r troD the 'h-oaour:r. Ullder HciD.ae hsued by the 
S.crot:.r;r ot the Tre..-ur:r " ' alt forth ln .&rtlclo 5, Section Jl! of tho l'ro'l'hloo.al 

F.ocuJ.atlons, i nuod UDder tho Gold l!.eoerYe .let of 1931!. '!he b&la:>CI o! the reply 

•.u t illlilar to tha t giYOn to tho Nat ional Balllc of Rucanla. 

'!!he Federal Reaorve l!anl< ot llew York recol'l'&d $57 ,000,000 for credit to tho 

account of tho Bo.nlc of England. AA addi t1onal pe:rt~ant of $28,000,000, tor vhlch 

the lns tructt.ou are uncertain, la alao belt..-ed to be for the account o! the a.tt.Dt 

bank. All or thoae papenh are being cado to tho J&derel P.eoone Bt.nlc b:r !lW York 

bllllks, b7 order or 'l'&ricmo :S"41hh banlta vhlch ha'l'o been ~pointed b:r the l!rHl "!', 
Control e.a au.thor11ed dealera in all !orelga curreDC1ee. In the C1rc:"Q;D&\oJ:I.C4I, 

Voul<l Qtmear that theoe p..,.,..nto repre aent dollar balaocea ourrtndar&d to tho 

i ritioh.Control in accordance with tbe Detente (finance) Ragulatlono. 

'rho UDJ.ted Statea oqnivalont of ~daT ' • London oll.,er price "'' 41 ·~~4,.3jl:;, 
pr ice 1'1Dd b7 llead:r a:ad J!an>en for fortiS" oll'l'lr recelo.&d ~ a po.rchatl 

rho !Ire~' • price vao aloo UAchupd at 35;. IA ll.., Yorlc ""cao.e4e0J;o 000 
o! &.l l ver fQO\UlUD& to 125,000 o\UlC.ea. Ve alao ~ !a_~ t.he aonth of 
OUlleao of oll'l'or , ll&ki"6 a ~tal of 970,000 OWICIO purchll• or 

Oc tober under 011.r oe;reement to buy 1,200 ,000 o11AC/~ . 

CONFIDEfi-IAL 
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10/31/39 

Mr. Fo1e7 me t t he Secretary at 

8:15 aa and gave hia the attached 

1n preparation for t he 9:~ meeting. 

' 

r. 
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Ia ltt:\1• 19~ , 'l"wentietb Cent ury Picturee , Inc., • • 1ncorpoJ"&te4. 
1o1e; h w. Schenck. &Dd Wtll1cm. Goetz ..-ere aole atocklloldtra or record.. 
ooet:., ho,..,er , aotod 1u bie capacity e.a tnanet ot t he X.,er Tui)J' 
,.,.t or 1l!Ucl> he .... llinor benof1cla.Z7 and or nlch hl a t e thor•ll>­
latr, LouJ• 8. MQe.r, • •• the creat:oJ". 

ScheACI< ll>nllted $350, 000 ill caah ln 'l'wel>Uoth CODtUJ7 an4 t ho 
!!eyer J'..Ul¥ 'l'ruat alae lnn&ted $350,000 ln tho enterprlao. lD rotun 
tor 6UCb tn•ett~AD't Schenck end Goetz each recei • ed 3000 &hares or pre­
ferred otool< h&TillC a par ...U.ue ot $100 a ahara. '!'he cclllllOn otocl< 
or Twentiotb Century Pictures, Inc., llhicb oonaie:ted or 100 ahll.res wes 
oplit betwollll Schonclt lfDd Cl<>etz on a t1tty tltty boa1a, eoch receiving 
!50 flt-.o.rea . Schenck then assigned to t he Corporc:tion a }ttrucDal eerrtce 
controet bet~oen Zanuek and bimsolt ftn1ch pro•id&d tor e weotly ealary plua 
10 ;<~r cent or t ho not prot1to. 

zenuok bad Do s to ck 1ntere&t in TY1entietb CODtury Picture&, Inc . 1 until 
.:a.rell , 19Zf, Whon hie per sonal serrtce contract ·v..te reYOkK u4 1D l ieu 
t heroot a new wr1 \ten eon.treot was mde under llhich he ••• per:;d:tt·ed t o b\17 
10 aharea ot t:tle ooJaDOn stock o1auw! by Scbeuck end 10 abc.rea ot the common 
rtock o.,.d by OOotz at a nOIW>o.l price or t ·lOO a lharo. Th10 P "" h1lo a 
20 ;er cent i ,nt orest in tbe Corporation tor t he uOilint.l au ot t-z ,coo. In 
ad4U1on h1a aal&ry q& reduced trom U,CCO to tz,ooo a nol< m4 he """ par­
a.ltted to retoU.n tlOO, OOO 'Oil1ch bn4 b...., o4 .. &o o4 to h1a by Schenck 1Jl 
.,.tlclpct1on o r Zanuct•a 10 per cent 81!Aro or t he nat ...... 1ll, a under tho 
origlne l coot r act . 

In b.1a t ax return t or t be year 193:1 Zanucl< 414 not report the ge.1ll 
rep.re!fmtcd by bil purobeae ot these 20 ebaroe at 1 noainal price or t loo a 
eharo. '!'he book n lue attributed to t he otock 1•41oota4 that U wes t10rth 
at loaot tlO,lOO a ebaro. Upon ascertoU.nlns thaae t ecto ll'edU reopened 
'Zanuck• a ret\U'D tor the year 19M in September 1936 o.nd reooaended that 
Zanuol< Md h1a Wife be aoaooaod on a4d1t1cnol UX Of opproxlJiatoly tl~QOO, 
Zonuok on.4 h1 a Wire holding their pro;<~rty •• eomunH7 property . 

ID Aucuet, 193~, a merser was ettectcd bot~een ~ntieth Century, Inc., 
tnd Fox J"ilm Corpor' t1on under e. plu or reorge.n1zat1on ll111ob requirtcS 
!..-entt eth Century , ID.c. , to trenare,. all or ita ouet 11 t o :rox FU.a COrpore­
tlon 1n oxchen&e tor ot oct. ll> J'ox J'Um Col'l>oratlon. Tho nuo of Fox J'll.a 
Corporation attar the merger '''"' Twntloth Century-fox FUJII Cor poration. 
The nut ot the old Twm t letb CoWry Pictures, Inc •• wa1 Cblltl&e4 t o s-G-Z 
Cor por"Uon , and 1t """ ahortlr atte,...ord 41 .. al"Oed. 

IA etteot.1q t he •raer t liO e1u6e s ot atock were iasuecl. The pre­
ferred at.ock r.preamt.cl t he assets or both CoJOpOratlooa . !'be boot T&lue 
ot Fox oaaoto ne a pproxiloately $37,000,000. Tho boot ... luo ot C~t"7 
auete ""' approxillatoly ... ooo,aoo. Preferred otocl< ll> t~o u.ow> 

0 b 
1 Sf$000 abarea waa tasued each abare bein& nlue4 tor purposes or t e 

' ' t l J' ...... cnol4ere rece1Ted 
mersor u about t:lO o aharO. Coneoquon 7 ox ·~ e4 
1 226 000 oharoa ot protorred stock end Oontur:r otooltholdoro roco1 .. 
1:k,oOo ebarea or preferred stoet on the batil or t heir reapectiTe assets. 

1 ot the roorganii-&"\iOD ae 
'rb.e co111m0n stock wee treat~ for purpoee :rox reoetTed tbe 

1f 1t bad nc 110notnry nluo. The old otocltholdore/t """" ror ooeh obare 
now oocmoa atook on the basi& or one-helt ahare toro:Orec•lTed 613,000 
ot 11aw preferred. Tboretore, old ebar.!o!~•:'.!,n atoek wae iSsued '\o e tock­
sharoo ot oo....,n e t oclt. An oquol amoun l d bod roco1 Ted tho """" treatnent 
holdoro ot ContW'J. It Cont1117 otocltho ora etcct (one-hUt ot tho 1:12 ,000 
ee J'ox etookholdera 6& ,000 aharea of e~ t CctUl"l' atookbol4era. The 
oharoa ot protarre4) 1<Wl d he.,.. - iuu ; ~? 000 oharol ot c..., atoct 
tu llablllty 1a predicat ed uponEb xcoo• 

0 
poretly 1aoua4 os cOJOPOD&Ot1on 

>"ocol .. o4 h)' CetW'J atool<holdoro ch •a:.s•~.r tho plOD ot reorS""1u t1an 
tbr tho paracnal aanieo ocutra roqulr h t ~ n.w ,.....,uoth ccttn-
\ o be entered into by Zanucl< on Schcot 111 t 

~.i;. ·t.... '7::;;:;. 7 c:::;c:::-
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Moreover, wben reoeiYed b7 Cent\U'7 tbe preferred atoek wu allooatecl 
in acoord&nco witb tbo stookbold!nge or record, that 1a 40 per cent to 
Schenck, 40 per cent to Goetz aZ>d 20 per cent to Zanuck, wberoae the 
"""""'" a took . .. d1 ndtd on tbo boaia or JS per Ctnt to Sohennk, ' ' por 
cent to Goetl and 30 per cant to Ze.nuck. .U thoQCh Schonok tbro\Oill 
.....Upul.ation o£ tbo aaaet val"" 'per ebare or preferred otook tried to 
!IIAkt 1 t appear tbot Ze.nuclt ... recei nne 30 per cent or t he preferred 
aa well as the o.....,n and Goet• and be ~ J5 per otnt ot the preferred 
for tho purpose ot tool.1ng Zanuct, tbio wu not actualJ.T tho fact. Tbio 
trickioa or Ze.nuck b7 Sebennk 1o or conoarn onl.7 to tatablleh that their 
holdi~~ga were aotual.lJ' as they were ot record, RlllMl;r 40 por cent 1n 
Seh<oock, 40 per cent 1n Goetz and 20 per cent i .n Zanuclt. 

Tho actual d1etr1but10D aaong Century otookholdtro or tbo ., ... 
preferred otoelt 1n 'l'wntietb Century-Fox wae ae foll""" 

Tota.l Sbe;n ~ QWl Scbopck 

22,000 u ,ooo <m> u,ooo <m> 

~Q,gQQ ~ (20)6.L2QQ (4o%) ~ (4(1%) 

1.)2,000 22,000 ss,ooo ss,ooo 
The purported d1otr1but1on aaong Century etocltholdtro of 11011 preferred 

stock in Twentittb Century-Fox was as tolloooa 

t otal ShN!t Sgt.gk 

59,000 30,000 

1.)2' 000 22 ,ooo ss,ooo 
·---~"tro of the 0111 .,_ otook in 

'!'be d1et ribut1on aaong Century •~ 
Twontiotll Centa<7-rox n o •• followoa 

total Sbtp• 

613,000 

1oliiS 
ScbepM 

(·~) .,, 000 (35~) 214, 000 (JS~) 
18),000 """ .._, 

3(6 
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•5»::. 11.2. RJIIJOOlll'I'IOH OJ GAIN OR LOSS 

•(o) Ollii!W. IIIILI,-vr- tho aolo or o:rc~w~se or pro~rq. tbo 

lll\lr o uowrt of \ bo p1J1 or loao, dotol'm1nod UJ>IIor aaotl oll lll ob4ll 

bo ro•o~~>hod , ozcopt u herol.Aattar prort4od 1». thh aoot1on, ' 

• (b) UlliiAICIIS IIOLJIU Ill IDID. • • • 

• (:1) 8\oo.lt t or S.oolt 011 ReoraClizat1oa.-llo gall> or losa 

lball b • rooocnlzod 1t a took or oaourtt1oo 1». 8 

oorpe:retion a p&.rtJ to e reorsanizetion are, 1.n 

J)W'auanoo ot t be plu ot reorgulzatl . ,., uch..,.od 

oolol J tor t toolt or ooouritla a 1». auoh corpor ati on 

or Ill uothar oorporatiOZ1 o porq. to t ho rooraOJ>I­

r.atlou. 

• (t) S.....--Gal.A ot Corporatlon,--!lo gall> or loea oholl 

Ito r ooocntzod 1t a oorponU on a party to o ro­

orpnlzat1on a:rc~~ADsee proporq. , Ill J)W'suenco or 

t ho plu ot HOr&lll>l zat1011, eololJ tar atock or 

toourl tlu In onotbor corpor ation a pony to tbo 

HOr&Ui zril OZI, 0 

••• 
Coutru~nc tho • oull>& ot the "'"' " • r oorgeDh :at1011' aa uaod 1n aaotloo 112 

or , .,. Rona~~e Aot ot ltte (trca 'O'bich -uon ll.2 ot t ho Internal Ron DUO Co<lo 

IS dorhod) the llllpr•• Oourt In 19~ In t ho cau ot Or!s orz T, Hal nrlif, 

(29:1 u.s., 41&), ll>1'01TiJlC tho tar liability rooultln& trom a racrcaalzalon 

l<h1ob oonto,...4 to the literal torae ot eect lon 11.2, bad thlo to 01171 

•• • • Pa.ttlnc ea14e, tbiD, tbe q••Uoa ot mt.l•• 1B reepect 

ot tuaUrua aJ.tocotbor, ud t l xlllg tho obaraoter ot tho proooodl.Ag 

hJ t11at u t uallJ ooou.rrod, What do n tll>df S"-PlJ u oporet1011 

boTin& a o hulnoao or corporate purpooo - o ,..ro daTioo ldlleh put "" 

tho t o .. ot a oorpo.rota HOrpnlzotlcm ae a dloguiao tor oonoooliJlC 

IU rool olla.roohr, ollll tho aolo object end acooapliallaant ot *lob 

qa the •oa-t i c:m or a pr.cocce1Ye4 plan , not to r.orph.e • 

bu•11l••• or l.ll¥ pe.rt ot a bulineea, but to tJ"aJl•1'•r a pe.roel ot 

corporate ab&rea $o tbe ~1t1oner. • • • 

•ta $1lN• eireu~Mtuoea. the t e cta apeak tor t:haeel Yea 

e4 aro n"optllalo ot INt oao UtorprotoU ca . Tho 

*ol• -•rhti.DC, tllo..P conducted aooordlna to the toru 

of ..WlTioloa (I ) , wu u t act an alo.boreto &.1111 48Tioua 

tor. ot oooYquoe aaaquere.41q oa a oorpol'at • J"eO.rp.Aizatioa., 

•4 a otlllll& olao. fto ralo *lei> oxclud .. troll OODSlderotloD 

tho ..,.IT• ot hx o1'0ldanoo lo .. ot porllnet t o tbo o1tuotloa, 

-- uo truoaotl® upcm Ito t ooo lloa outoldo tho plain 

ll>tt~~t ot t ho statuto. ~o bold otllorwloo wo\114 bo t o 

ualt ortltloo oboro roollty ud t o 4opr1TO tho -tutory 

proTiol• u cro-atloa ot all urloua purpooo.• 
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October 31, 1939 

FOR THE SEORETARY: 

I eaw Bob ltintner today and told hi m you bad 

authori~ed me to ep~ak for you, and that I wae able to give 

hi m information on two pointe: (l) The preparations laet 

April in oonjunotion V1tb SEC and Federal Reserve to take 

care of t he financial markets, and (2) the preparation of 

the instructions which were eent to Coast Guard and Cus~ome 

under t he Neutrality Act. 

He replied that there were many more incidents on 

which they would like to get information, and I listed the 

following : 

(l) Any ccnversaticne on what waa to be 

done with the Tripartite Agreement. 

(2) Any meetings, conversations, or pre­

parations aimed to protect foreign exchange. 

(3) Conversations and arrangements on 

Britieh and French liquidation of American 

eeouritiea. 

(4) fhe story of the French lll rplane purchllae, 

including letters and any conversations V1tb 

Bullitt. 

(6) Meetings in the Treasury during the days 

b ~ out, wbo v&a here, how Just before the war ro.e 
and with the vnlte House, contact was kept n th you 

368 
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and how the neve ot war reached the Treasury, 

(6) 

the e1x 

What arrangements were aade to eeoure 

epeoial adVisers and what they did while 

they were in the Treasury. 

(7) The story of impoa1t1on, ot countervai l ­

ing dut iee on German imports. 

(8) Treasury ettorts to et1mulate South 

American trade, particularly 1n competition with 

Germany. 

I told h1m that I felt sure that on aany or these 

subJeote, tor example the French plane deal, you had already 

said all t hat you could say, and that on many other eubjeete 

there was nothing which you could appropriately make public 

at this time. In t he course ot the conversation, Bob said 

that he thought the Treasury would unavoidably aopear in 

e bad light i t it d1d not 'open up' becauee all t he other 

Department• were competing to appear ae the one moat tore­

handed. I told hlo t hat I vas eure there vere other ootivea 

which t ar outwei gh any dea1re ot the Treaaury to appear as 

the hero or peace, Bob also said t hat because they were 

getting trom other sources information on your attitude 1n 

various group meeting~ he thought that in tairnese to your­

self you should allow them an hour at the conclusion ot 

their other work to check t.beae purported attitudes against 

your own reoolleotlon ot these meet ings. 

ESD 
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THt SECRETARY OF" THE TACAS U"-Y 

WAaH I HOTOH 

\ . 

~- attention has been called to the discussion on toe floo r t l 
Sonute on October <6, 1939 r elative to the etabiliMtion fWld rA:· tl 10 

Concrceaionnl Record indicates, the followinu letters •ere re~eived :~ 
sent ly RO relative to this matter: 

(1) Letter <f October 19, 1939 fro" SeMtor Uacner. 
(2) Letter of Octob<r 19, 1939 to Senator ilagoor. 
(3) Letter of October 17, 1939 fro:> Senator Vanden !.erg. 
(4) Letter or October 24, 1939 t o 5eMtor Va :denbet"G • 
( 5) Lett.u- or October 19, 1939 t o Seno.tor llarkl"')' . (not in Cong . 

In addition there was left with Senator 8ftrkl"')' on October 2; , 1939 ~ 
~. Foley 1 a DelX>ran:hc rele.tivc to th.ls catter, and. t!sere was le!t •it.b 
St:w.tor t.acner on October 25, 1939 by lleoors. foley and llhite , a ....,l"W\dua 
ea tod October 24, 19)9. Copies of such o:caonuxla a:xl letters are attached 
htreto . I had no tel.ephone conve.rsctlon.s wi t h either Senator W~ or 
Senator ~arkley relative .to thiB matter. I hAd fiCVcrnl telephone conversa­
tions n-ith Senator Vandenberg, transcripU: of which &re &ttac:hed h()rcto. 
I t-.ave not stated , nor have I authorized aeyone else to Gtate , that t b.e 
stabilizAtion fu.d would not purchase a ey currvnc1-.ti of' belligerents 
during thti e ..... iatence ot the ···ar. Messro . Folti)' and \1bite , with cu approvu.l, 
indiCBtcd to Senatore llngner <>nd Bnrklcq that I hlld no present intention of 
purchnoing currencies of belligerent countries, but that I thought that 
it •·as inadviuble to tie "V hands J:u puttlns fti\Y lilliti"i provision in 
the statute . ~ Tins .. lth respect to t he u•t of tho etaHlhation fund 
in tSze ot war are those , -hich I have exprceaod in the letUrs and menor~Jnda 
re4"erred to abo'fe,and a& incU,.cated herein, snd in tho hearings in conr.ection 
.-1 tb th• bW to extend the stebili.,. tion fund • 

:.:.a art . Foley and White had soYerel corrnrGations n th Sena~ iaguer 
encl Bartley relative to thiS Jratte:r1 but at. DO t.lM •'e:-e: •ro- view .. e:xrre.~>&ed 
in srv wq cont.r&ly to .r:y views as eboTe 1Dd1cat.ed.. 
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111 a\\ .. \!.oa ha• bMa ..U.S to l ho dioolllloioo oo tha floor of \ha 
S.nak oa Oo\ol>er 2.6, 19)9 Hl&Un to tho o.UiU~aUoo ~. Ao \ha 
co,....ooi-1 a-1'4 illd1oak•, tile folloe~ l o\\oor o .. ro rooohwd aDd 
MG\ ~ .. rola\1.., to u.to •Uoro 

1

1) Le\t. r October 19, 19)9 r roa -tor ... _. 
2) Le\W of Octobor 19, 19)9 to a.,.tor lll(ooro 
)) Le\\01' of October 17, 19)9 f roa lonator Ya..s.-.. 
4) Le\w of Oc\oobv 24, 19)9 to a. .. tor ' " .Soa~>oq, 
' ) Le\w of Oo- 19, 19)9 to a.,.tor llarU.,.. (1'10t i n Co nc .noc . ) 

t.. MdU1• u..n. .. len •1tlo S..tor llarltlq oo October 2), 19)9 II' 
lfr, folq, • -.ad• Hl&\1Yo to t.hio •tkr , aDd lboro ... lot\ •1\la 
S.11ator III(M r oa Oo\oMr 2,, 19)9 bt" X.ono. Folq &lid ll>lk, o _.,._ 
doW October 24, 19)9, Copiao or oucb m..oronda oad 1otkro on a\toc­
n.reto, I hac! 110 telopboae -aationa o1tb oitller hnator ... ...,. or 
S....tor llarlllq rolatiYO to u.t. •tkr . 1 11114 ornrol tolophooo con .. r aa-
\iou oith Senator Yandoa'bvl• tronocrip\o of wl\1c~ aro ottocMcl harotoo 
I h&Yo 110\ otol.ad, aor b&Yo I aul.bori ud ·~•,. olH to ototo , that t~ 
otoloU1ta\loa t'llrd IJOul4 DOt pvotwooo olft c""'oll41oo or boll!loroo\oo 
dwhl t bo •~1•\on .. of \ bo ...... ....,,,.., 1olov •rd lbito, wilh • opproou, 
1.,.1ooto4 k a-toH •ll(aer ord lorkl.q that I hod no prHoat 1olHt1oa of 
;>~~robaol .. oanwioo of looU I.pron\ cOWitrioo, w t lbat 1 tbolorllt U.t 
1\ woo ,._,.,1•lolo to Uo ,.. II&JoSo It' .P'Itlilll ·~ llJol.tiac pTOY1o1oo 1o 
\ha o\ooh\o, _. ,_ witll ,...poet "' \llo uoo of tbo otoblliuUoo ,_ 
1e \1oo or ....... -· wh!cb 1 ba ... a pro .. od i ll tha lottoro oad _ ... rot-.. to .~ .... oo ln<UooW looi'OiD, ord 1..11 tha b OariQIO 1..11 ....,.ctloo 
witll \be loUl M -'-'1 l.bo otabUiatiloo ~ • 

...... r~ ud Wl>lM - ,...oral con oroot1..,. itla a-tor ....... 
.,. llarkltr Hl&U.., "' Ul1o •ttor, wt a l DO t ioo •••• ""''' - oxrrao­
io- eq _\ru7 ._ ,.. n- .. ·-· .-t .. w. 
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~.,. _____ Uioalto 

( ,,dUitft pu.rpciM \0 ttai:IWie &bt dl:t.ba.np ftltJe ot the AID«­
IC'I'I .,. ... , • So .. tiA4 • btar'lbc QpQft this 1f'bOie matlitt 
~~t-rcre tbr eocnmttcee OD 8&oktnl aod CW:m:tcy. 'lbe &ec:· 
rttarJ oa-• bdort \.be comm.tuee wttb a OCIII2Pide aUdit of 
lbt rntlre 1\lnd.. Of t'ft'f7 operation ln. drtall & ..,.. 11'*­
uonfd. putiC'Ullrlr b:r \be Smator trcm Dtla-...rt Dlr. 
TOW!1150111 I and Lbe 8malor from Obto Dtr. T.nl hl a 
mOlt acruUntEinr and able matl.ftU. 'lbe Sec:rt-ta.ry not. Ollb' 
ae<~;uttltd 1\lmttlf • t U but aho1red how eftl'Y dollar .., ex­
pended. AU tbete namm, of anlt'R, wmt rt:lht out Of the 
window, becauae nol onl7 had he!~ faltb.ful to his tr\1.St 
btlt he .., • .., 10 falthM t.hat M a.ctuallJ made mcmtJ for \he 
oovemment t'rom the optHtlon. 

Mr. MALON'CY. M'r, Prt!lllldent. .m tbt ~ator Jteld? 
Mr. WAONE.R. t Jleld. 
Mr. MALON"£\'. I wu Vt'17 mueh lmpreatd wttb Ule ob­

~rva\lon mlde by the 8enal.Or trom Colorado wbm be laJd 
tha t t-M uo.ooo.ooo llm1taLion wou1d dtnr to the 8teretaJY 
of the Trt&IUr'J and the: Unlt.frd Bt.at.es \.he power or a 
"thrru'"-and the word '-threat .. t. mine-in tbe e\'t'Dt. of an 
UNUil on the Amtrlct:n doUa.r. Por \.bat rea.aon It teemed \0 
me t.ha t tt. woukl be t.MCMaabJe \0 adopt the amendmmt. 
otfff'fd b1 the 8ft'~.&'« rrom Ohio. But tt. now .teem t.o me, 
Mr. Preltdtn:t.-and It lf'tiDt abo lmpo:rCarrt \hat I make thll 
ot.enat.Son-4.ha.t tbe &tftatw rtom Hew YCift. tn~entta:WlJ' 
cr oc.htr'wUe. hu Ued tbr: banda ol t.be &c::reW"J' d. the 
T'rft:IUr7 and com~ dntrO:J'td the coa.teatkla ct cbe &to· 
ator from Coaorado b7 poi..Otb:Ja out aoe1 .ta.Jt:aa: tbat be doeS 
It With tht a.Utbott\7 ot the &ecr"daJ7 Cl lb! ~. lhal 
no mont~' of the aabW:Iadoa tu.ad Will brt aad for the pur­
thase ot fort:lln C\IJTtftC'J d'Ut'II'IC t.t1e wa.r. U \hat lt&tmmlt 
Is E)t'rmltt.ed 10 .~. I do DOt tee bow &D.1bo4Y can OJIIIOit 
the amendmtnt o8"trt<l b7 \be senator rrom ()hJO, and I hOpe 
that tM &en•tor rrom Ht:tr Yortr wiD at leaSt rt'ftect fUrther 

hll 1'-ltement. 
WAONliR. I lhan.k t.be 8ena\Or. 

aald that 

• ' . 
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Tho HODOrabl.o 

llnDD SU!IS SDI.lft 

llaabincta>, D.c. 

October 19, 1939 

The Soorotaq or tho TreuUl')' 
W&eb1nrto<>, D. C. 

117 dear llr. S.cr•t&r7• 

I t appeora rro. recdt <Uocuoo1ono aa tho Seaate 
noor thot ..,_ ot tho .-bore are rearM thot tho Steb1.Usat1oc 
P\ll>d 1a boiz>c uaod to support tho curreocioo or llocl&Dd 01111 lnllu 
dur1Dc thia period or war 1D llorope. 

I - that 7011 publloh qll&l'tor~ 1Dtorat1011 ohich 
rOYoola tho operat10Da o! tho Stohillsatioc Plmd, bolt oo I lD!er­
otoDd it, tho 1Dtonoat1011 CODC&rlliDc operot1oca duriDc Soptoahor 
rill not bo &'O'ailabl.o 1D the orc11Dar7 couroo ot tYODto mtil 
JAD\IU'7 1 , 1940. In now ot tho quut1ono ohicb are boiD& roi.eod 
at tho prooODt tU. as to the operat1ono ot tho StohU1S&t1oa Plmd, 
I wc\ll.d appreciate it 1t 70u would ad'rioo M aa CbairaoD ot the 
Senate Co.ol.ttoo on Banking aod Curreno7 whether tho Stoh1lloat1on 
l'wld 1e acquiriDg tho currenci .. ct Dlglaod aod Franca or ahother 
tho IWI4 11 eupport1Dg these currencioe. 

I appreciate tho roaoone •111 tho TroaeUl')' would 
heai tate to -.ko puhllc AD7 1Dtol'llllt1on CODCern1Dc tho ocopo ot tho 
&ot1'rit1oo or the P\ll>d 'ritbout the lapll or &D adequate period ot 
tl.Ao bolt UDder tho c1rcuut&Dcoo I hope that 70\1 'rill bo ablo to 
-.ko an exception 1D thio 1Dotanca. 

f orT oiDc~ TOUrl, 

(oipod) Robert '· .._ 

~ -· 
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October 19, 1939 

liT dear s-&tort 

I ban 7aor letter ot October 19, ill which 101& 
refer to rec""t ctiecuaatono on tho nocr of tho seoate 
with reference to the operation• of tho StabWu.t1oo 
1\md, 

Ot couree, ae tho Treao\1%'7 De.,..-teeDt baa at all 
U.ee ...So clear, tho St&b111ut1on 1\md baa ne .. r hoc 
uaod to support tho currene1eo ot OQ,T toro1CD cOUDtey bot 
baa bee uoed oolel7 tor tho axprooa purpoao aot out ill 
tho atotllte purouant to whieb 1t wu erootod, ~. 
to atobWse the acbanp nlue ot tho dollor. In CODDeetioo 
with tho CUT)'iD& out ot ouch purpoao it baa bee ucos0U7, 
u -• expl..oi.nod at tho harillp loot lpriD& OD tbe bill 

to .n-1 tho Steb1llut1oo 1\md -·· tor tba Ptllld to 
aoqllire toreill' eurrceieo tree t1ae to t1ae. I eboul4 
like to etate, -...r, tbat tho Steb111u.t1cm 1\md 1a not 
aoqllirin& aD7 curreneieo ot bell1geroot cOUDtrioa aDd 
ia bold!DC cal7 tritl1nc UIO\mte ot toraiCD curraociea 
or beWcereDt eoUDtrioo which wore acquired lone betora 
tho outbrae.ll: of the war. 

Sillcerel7, 

(oigned) B. llorcaotba&, Jr. 

Saor•tarr· 

Bccorablo Hobert F. 'la..,.r 
c~ ot the SeDate eo-ittea"" Sanlr1nc aDd Carraoq 
ODJ.ted Stotoa SeDate 
waab!D(too>, D. c. 
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Ulii'1'ED STAttS SE!I.mt 

Conmzittce on J!'inanco 

Honorable Henry Uorgenthau Jr,, 
5ocretary of the Treasury ' 
r.rashin.gton, D. C, 

1 

l\Y ~ear l:r, Secretary: 

October 17, 19)9, 

I ohould like to inquire - it I ""' entitled to the 
Wormntion - llhethcr the stablli;aUon tlond is """ beizll 
u.oed in connection with the stablliution or tho 1<r1 tish 
pound and the French i'ranc; and whother there is lllV 
atabilization agree::ent under -.!U.ch"" contim.lo to operata 
i n conjunction wit!! England orul Franco or &IV other tore~ 
countries . 

I oheuld al$o appreciate y<1Ur viewpoint on another 
•>bane or this problem. I OBsWlll that you are continuinG 
to purchasv at • •35 an ounco, all .tore1(;n gold that i• 
ofi'ored, In viOYI of depreciated fore1(;n currencies, is 
not this equivalent to !"'YinG considerAbly more t han ~35 
an ounco eo far as the foreign seller iu concerned? If we 
put our foreign trade with bellijjcronto on a strict »cash 
and carry" be sis, lVill it not ba likely to oubotantially 
increase this inflou of foroi£n cold - porhap:l to eo dan­
ccroue an extent that >re !inally shall practically monopo­
lho tho world •s gold SUJlllly? Fould this not serio\W.Y 
threaten tho l'!Orld •s subseQuent return to tho use of 
Mnot.ary gold - and thus relatively throal.<ln the ulti:natc 
value of our own enor=us ~;old hoar«? Should not the pur­
chase of taroil;n gold be curt.allod and ro-pricod at least 
for tho period of ~ r.ar? 

I an not asserting aey pro-conceiTed jucl!;:l:nts of 
ov own in :rulzlittirl; these queatione to you. I ea "~ 
socking Wonnation troat authentic sources and J sboll 
orostly appreciate a reply within tho next f(!Yt deyS . 

· l;ith .,...,. personal rcgllJ"d3 and best wiahos, 

Cordially and !ai thfulll', 
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October 24, 1~)9 . 

b~ datu· Senator: 

r shoulC: like to anSYrer in some d t 11 l 
l ot tel" of October 1? so as to cl j "· 

0 8 
t '" quostiona ln your 

roln~1nr. to aold . ' .,. ., certain napoete of problems 

You write : 

"I otsur.o that you ore c<mtinutnr. to jlW"Chose >t '35 
an m.nco, all foreit;n gold thot ~a offnrod. Jn vlow 
of depreciated forei&n eurreneico, la r.ot t Ho o<.u'v-
4lent to ,a.:,"i.n:" eonsidel·Abl:~ rDr <.. tj\&n ')) 1\r. o·.mce 
no far M the !oreir.n seller is concemtd1" 

I a"a uncertain W:1at yrr: !.Cr.ro by thin quc:at1on. It is subject 
to e.evercl different interr1rct:atior1.3 and to nllkC' cet'tail' that you 
obto1n t.he in!ort.'l.Btion you ast· I rill end""avor to ru13'rer each of 
tho10 CC!>Qratcly. 

1 , Doe::; tOO question ao:k whether tOO roreicn eeller 
or cold receives more :rurchas~~ JX>'"Cl" ovor f"Oo:iG And .:ier­
vieos horo t han ho tlJtl prior to doprcclot\on? r.r that is 
the oenso t'>f yow.~ (l\u~sti on then the ilns,..·cr 1:; 11JJo11

• 'I' he 
t\)5 pc1· ou~ce (less l/1, oi: l percent) which tho foreign 
:Joll~r of gold reee tvcr. proOO.bl,y ropro:scnto leca and cer­
tainly not ,..,.,,... purchasing po~·ro•· in ton .o of co,.;s ond 
Sl rvie,.,o i.tJ this count!j• than 1 t die' botoTG the dcpree1-
ot.1on or currencies in recent r.IOnth."J . r.ueh ;')UJ"Chasing 
poT'llr of (;JS in the t'nitcd State• vcrics, or course, with 
chances in prices of goods nna sorviceo in the United StAtes . 
Sinoe """'t goods and •Prvl.ceo thot """ be purc;,o::!!d here by 
a resident of " ro,.,-:lfn country hs\'C risen in !"'ica durill; 
the past. tf:O nonths1 i t follors that the foroitl'\ seller of 
r.old pr<>bobly ~;ets less coeds am semceo for his ' JS """ 
than he did a fer. """'I hs 8(-o, 

2 . 1))0s the question a:lY whether the !OZ"ci(ner c.cm cet 
more units of !Wl <>·n currency for co1cl I!Y oclHr.• it in tho 
United States than by sellinr it ln hiD """ country? I f this 
is the scnt1e of your question, n,cain the lUlBVMr iS "l'o

11
• r:e 

i>'\Y no hit;hor price for gold (nllowing for co,-,is:ions, hond­
liOG charges, etc . ) the.n other countries c.lo. ·Afttl'r a foreign 
seller of GO~t convorto \he dollar• he nbtoino tor his gold 
1nto sterlin£, for a~oml)la , ho ttnd~ thst he hM approxir.lately 
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of unfi:: ~~~ <:uest1on ~1: .. hot,..r tho n"'Oter ll'J!:lller 

aeller obt.a!ns for~~i~~ ~.;~h.~c:o:::•· fore~ 
service~ at bo::e than could the ;,,..hr~ """""'"~units 
he obta ned for IUs cold berorr dt;TC>ci&Uon• Tile 
to this quc~-tion itt 11ProbebJ.1 yea• . Prices in the =~ 
o! a tlepreciated currency do 1'\M. uaunlly rUle ps cucb as 
the e~:1<::y de~c•ntcs for fL considernblr !Yriod o! tire 
if at all . n>r :Lnc• that periocl the holder or producer of ' 
told Ttill get more local coodc ftR.' acrv1ce3 for an onnce 
of gold than he die\ be for• , !'Ut he ~ets !'-OrO toods onl,y 
1! he beys goods at hcl\le; i'llrt~llrmorn, te uetc more goods 
!or an ounce of ROld not becouea !!! continue to nay :'135 
an ounco for gol::l., but beca,tso hie ov'll countrJ gives JI'IOr e 
units or its C\lrrency for an ounce ot cold . 

1'fhen taken in the contcY.t of your >!holo letter one !llrther 
ooosiblo i nterpretation of your qu•otion oug~rats itsel.f, You may 
be ow1~ Ttb:lthor the rece.:t ~eprcctat1<>11 or forci!ll' currenci•• wUl 
of itself lc"l w an incre<tsrd i'l!l"" or r.old . lf U•i!l is tbe scnse 
of your queation, tOO an:mer is "Probably no• . lt 18, cf cOlD"'se, il> 
posaibl~ t <' foretell at thi~ ti"'e the total ~rreet of • i)Urope at war 
u~n our b;JJ.a.nce of payt'X'llt:t. ~ :~pecific effect f'f the recent de­
.,l"C'ci.et.ions or rorei(:r. eu:rreneica, ~r.t ""'1.11,1 cle3Tl7 sef!D to 
O'lCr3te ir& t!lc qireCtiOll of & reductiOn in rold offcr'!1'• • ;Jepreci­
&tion or rorei r.n currencier vil'-&-ria the C.:ollar r-e..v.a t.h.lt Anerican 
tt~r ard ocrvic•zs are le:!S etlr:tct.ive to t.ho to~iJ ~er bcca~e ~ 
tr.U:tt rive more of his a;:'TI cun-cncv in exchange tor a dollar 's 1t0rth 
or '"~rcMrxlise ti1All !ornerlY. In other t'Ord::s , the dcprec'lntion of 
!orei("n cun-encics is n factor 1'fM.ch oprrat.es 1n t)-l(o direction ot 
rOO.ucina our e.-~rts to ntKl increutnr our im;lOrts rron the countries 
1nvolve<l. t hu& tho effect or tho ohons• Tlill ton<\ t<' reduce our 
tnvorablo balance or tra(ie nrd conscqutmt.l.y ouch tnnow of gold as 
1111\V be nttributobl c tc our t'xpor t ourpluo . It i• trtte that price 
chsnrrrs FM.Y in tiiM o!'fstt tho offQct, on i ho relative attr activeness 
ot foreign md Amer ican good• lniti.D.te<' by tre dJl,>reciation of foreign 
cw•roncio• · !}ut even ~n nortoal tiriM th\o tl(l~u5tl:lCnt usually docs not 

ta!:o n) ace tor none tiJnO • 
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You aak the turther qucotion: 

•It we put our forcicn trade with bcll1Boronto on 
a strict oc..,h and corry ' baa1o, will H not be 
likoly to substantially I ncrcooe thio inn.,.. of 
foreign gold - perhaps to oo dnneorouo an extent 
that we finally shall practically monopolize t he 
world ' s eold supply?• 

Tho prohibition of eredito to bclligoront govcrnoonts ~ 
possibly have the etfect of reducing our exports to belliconnt 
COII.ntriu . This mi;;ht in turn reduce the value of our total ex­
;>orto oo,.,..,.OO with Tlhat our e;;por ts would be ""re tho proh1b1-
t.1on not included in the rc.ut.rallty Act, ~l&ro t.l'e belli!:er\lnt 
J OVOrmcnto to !JQrchaso sotlC of their lJ:;>ort o 1'rao tho rnited 
S\.&tco on credit, a portion o! the ~ d\10 "" 1'-i"ht be 
pootponod , However , whether thia pnstpono~nt 'IIOUl<! result 
ovon in a tcm;>orary reduction in the 1nt'lottr or r,o1t1 COI'lllOt be 
torocut because: 

(1) It 1s not l:n""" Tlhat proportion or the dollars 
uood for t"'>"lllOnts would bo acquired ITer: the oale to us 
or cold, an<\ what pru,10rtion would be ncquir£<' !Tom~r 
SO\IT CP.G . 

(2 ) It is not 1mo11n 11hcthor an extonolon of credits 
to bell igerents would rl.)!\llt in creator purchasco !'rom the 
United Statos or whether t horo would •iL'IPlr bo a substit~­
t1on ot so::m crcdJ t •lUl"cha:~cs !or cash purchnccs, Only ln 

tho latter ~rotance \"'Uld it be poooiblc for •>art of the 
inflow of &<>ld to th" United statee to be postponed. In 
tho forllor case it l'OU.lc! CIICM tha~ tho rold 1nflor: muld 
be tho s a::e over tl'O ohort period or tl.J:lO and rould be 
veatar at SC:!IO subSequent ti:>D when ered1 to were liqui­
dated, 

You aak this further qucsUon with r<Jopcct to &<>ld: 

"Would this (il'\croa•od 1ni1011 of gold) not scr­
iouoly threaten the world •s aubacqucnt rot urn to 
the uso or t".onotuv «old - and tbiiS roiaUvcly 
threaten the ultiratc value of our owu cno~s 
gold hoard?" 

if dcmonatration r.ore needed , that 
Thio war deconotr atco' i any hich foreign oxchan;;o resource• 

gold constitutes the best fom ~ ~i!ficult conditions of wor , bel­
ann bo hold, EVon undhe~ ~hepo:: •• gold con bey •dth it 81\.vthin& 
licorcnt sovenuncnts " c 
that 1• for sale. 
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Tho now situation in •mrl<l tro.lo 1>3-ourht. t.bout by tho war in 
"'Uro!X> will, of course, intrGducc OO''C cll&ll(;ca in tho <listrlbut i on 
Of COl<\ &lOOJll! the nat ions or tho worl.cl , Bolliacront countries rlll 
;n-obobl.y los'.! gold, but n~rous noutrol CO\U\trics, Yrl.ich now have 
little COld, lllll,)' bo put in 8 !)OSition to inci'OASC thoir hcldines 88 
o r\Jsult ot inprovctltonts tn their tr11rto bc.ln.naot~ . AtJ n consequence , 
tho vtnr I:"'J' woll have t he otrect o£ cousinS a wider distrlbuti on of 
colt'. llrOOng the countr1to or tho WO!•l.d , S\lCh an incrcaoo jn gold 
hold inre by rnany countrioo vrould &iva nort- countries a sta~o in the 
continuation of told as (1. nodium or intomatlonol !"lvt10nts . Tho 
~ol<l produciflt count rlos, of cou1·ne - includ1~~~: the llrit1sh !l:lpir~ , 
r:luch novr prc<luccs half the world ' • gold - •till continue to have a 
v1.tal lntoNst in the usc of gold AS n monetary notal , 

Trese considerations, as '"'ll os others, indicate th,t gold rl1l 
ooorro !'rom thi.• dlsturbc<l ooriod with added prostif,c as th• intor­
Mti<'nsl l!lediw: of cxcl'~~: For t\>rthtr diacuasion of ~he future 
u.soi\lntt3 oi' gold as a tir>1lCtaJ1' ectal, you Jr.1Y lrlsh to rcfor to 
,lft;,:f's 16, 171 lG mel 19 o } ~ l"".:ttcr to Son.n.lor ra,r.r.cr referred to 
nbovc. 

Your last question or. golC: rolat,.; ::t to n SUf.r·-at.r-c· change in 
our Annctlllj* ,olicy., You 01sk: 

"Should not th<. J'Ul'Ohaoc of !orc1Jin aold bo cur­
tail ed and ro- :Jric,•d at leoot for tl1> period of 
tho ,.,nr?" 

1 an not cl~ar vrhet hcr 11y ro-pricirc cr.ld you hove l n !'lind an 
· he 1 • old 1 ju~•o !'ron tho con-incrcnsn or a UccrcD.sc lJl t pr co o ... C , . ~ ut the of -

text at your letter, howw~r, that you ArO 1nqu1.t in;: obo 
foots or .. reduction in th': dollar !)rice or golcl . 

I" 1- with resooct to the coMcqucnccs of nducti~ns in the 
., v "'"" · · · lot.t.dr to Sen.ct.or agner ro-lriCI> o! ~1<1 nrc tully set fort•• in ""..! " •• 16 of thot 

u- dis aion np904r• on pof"ft ~ "" ! orrod to abcno, 'l1le """be • -'atc'u n -rcrd in connection l<lttor, and I thin.'< it rt.a:/ ll>ITO,. • "' 
with )'0\D" i nquiry . 

bilit'f 1 ~t>eill!; the orlcc 
You rnisc the ~uesticn of th~ ""Yio3 oubetan~il!l cl'AJ1bC in the 

of gold "for the pcnod .of tho war ' l.nY would have seriou.'lly dis­
price of rold which is kno>m to ~~c~~~~ cnpit•l .n..... rt would 
rur>t11'111 intluonecs on t r ade and rn 1 bua1roto rolrtions n th for-
1ntroduoo a s U 11 creator riok cl.UllO~c>·~noc \lorld opcculaUon in 
oi{'n countric3 0.!\1 would , mor>{)ovcr ' 
doll.n>· oxchonco. 

<.n your lotto>· >'<-f"rr l.ng t o t he J' now turn to the quostil'l> 
StnhLlizntion Fund , 
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You write: 

"J should l!ko to inquire - 1! I &Ill entitled to the 
in!omat1on - \Thethor tho otab111zation 1\m.<! 1t """ 
boifl; used in connection with th• stabilization of 
tho British pound and tho r~onoh tranc;nnd whetbor 
there is acy stabilization ngroel!l(.nt undor which .,., 
continue to operate in conjunction with !'.nglond end 
Frttnce or any other foreign eount.rioa ." 

fiMn I 1npcared boior<> the Sonata Conloittee en llonkin& and 
CUrrency last l:at'ch, Senator Toft raised tho following question: 

"SUppose there is a forcien war Gnd suppose you go out 
and do what you eM to blly ~.2,000,000,000 wcrth of 
pounds: Isn•t th> ottcct of thllt to giYc !')lglond 
tho P"'""r to blly ~,OC'O,OOO,OOO worth ot goods in 
this country under the cnab and CU'17 pronsions'/" 

J would like to reattir.t t!xl position which I took at that 
time. :y reply ,-ma, and still is, aa follows: 

"Senators, if thoro is n TIN" 1-n Of\Y foreign country, 
boforo we Ylould usc too atabUization lund or acy 
money in the rrcasu~ to assist a~ country in prosc­
cutinc that wcr, I uould coJ!Il up before tho proper 
cor.rn.i ttcc end asl: Cor guidnneo •" 

Tho stabilization fund is not nC(!uiring ocy currencies of 
bolli&orcnt countries and is boldine onl,y n trinlng at.10unt of 
!orotcn currencies of bolli('orcnt cO\lntrica ncquirod long before 
the outbreak ot the war. 

1 trust that this furnishos YO\' w1 th tho Werr.ation you 
rec:ucatod. 

SineOJ'<ll,y, 

(Si8Jled) !!ENRl WRG::J'I'l!AU, JR., 

Secrctnry of tho rrcasur; • 

Honoroblo Arthur 11. Vandenberg , 

llnitod Stntcs Senate. 
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October 19, 1939 

l iJioe lr • Fol07 talbd w1 th 70U tht Othtr dq CCDC..,._ 

inC the o.othitioa ot tho St.obUi&&tiCD llm4 I ban :rocaind 

a letter CD th1a .ubject t:r.- Soaator W&CJ>a:r, COPT ot which I 

u •oloal.Dc, tocet.ha:r with COPT ot rq repl;r. I tiW1It w.. 
co.,.re the point 111 llhich :rou ware l.Dt.o:roat.od. 

It addl.tiOD&l. l.Dtol'MUCD 1a IIM4-' I ab&ll be b&PW 

Sinca:ral;f, 

(Sii)led) B. lor cent.hau, Jr. 

loDo:rable .Uboll 1f. Be.rlclo7, 

1JD1 ted st.ot.oa Sella to. 

Secrot&r7. 
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A q,..aUoD baa bMD aaDcl aa to wbatber 
uaecl to aaoiat a bellicv-t COUDb7 ill t.be StabllhoUOil l'cllld w1ll bo 
quoaUOil we r&l.led u4 annered clllrillC :;:":!"tillc t.be wr • !l>.io ~tical 
'l' ... U\IX'7 beforo the S ... to c-ittoo Oil lloDI<1DI~ Of the SecrotaJ7 of tile 
lllicbt bo rocalled t.bet SOII&tor !art railed C eurr_,. laat lloreb. It 
thoro 11 a t oroi&D wr u4 ouppoeo 1011 CO :;;.• .!.,_ollclo""!:t quoou .. ,. •SQppooo 
f2 ,000,000,000 wortb ot polllldet Illll't tba ottoot ot tllet :" 1"" to bq 
powor to bQr t2,ooo,ooo,ooo wortb ot coocl• ill tb1 ,.. .. JI)!C)•"" the 
ct.rT7 prov1e1ooo?• '1'ha tollowine diacwolion tb#tJo 

1 ~;:"~.~or the caob and 

• S!CllETARX lllRG!lltiWI. Sllllatora, it tbero ia a war ill 
OZl;1 toroi&D count.ey, bet ore wo would. uoe tba atabU.haUOil l'cllld 
or OZl;1 _.,. ill tba !r'ea0\IX'7 to uoiat ozq cOUDtrT ill proa ... 
cutillc tbat war, I would C<IM up betoro tba proper c.-ittoo 
u4 aak tor cu14anc•· 

•S!IU10R un. I bt .. DO doubt )'OU would, porbopa. But 
noTWMIIoloaa, tba autborit," vanted ill tbia oa<tonaiOil would 
Ci .. 70" power to clo tbat, would 1t DOt, 1t 700 d1d cbooeo 
to clo aof 

• S!CllETARX IIORO!ll'l'I!AU. To do wbatf 

•S!IU10R UP!. lbtt I """'"ted 1 to bQr polllldl, and ill 
ottoct, croato an l!)>clloh orodit bore ot f210001000t~l and wo 
would wko up, ill tbo end, aDd find oureolno with .-,ooo,ooo,OOO 
worth ot pounds tbat wore wortb notbillrf I u not aekilll 
whether )'OU would d.o it. ~ quootioo i o whether thet io not 
lopll;r poea1ble. Ien1t thet lo~ poaaiblot 

•S!CRITARX IIORGDl'IWJ• 'loll, 1t I loot ell ooneo or reoOOil 
ill tho port orMilCo or 1q c1ut7, I aipt do a lot ot tbillCI• 

•S!IIA10R UP!. In otbor worda, it io lo~ poa&iblot 

·S!CJlETAliX·II)IVldi'l'I!AU. lloll, • lot or tb1llCO .... lo~ 
pooa1blo1 which 7011 would DOt do Qlldwr the rnlo ot •- •-·· 
I aa autborioed by tba SocHtar7 ot tba 'l'nUID7 to ototo tbtt ba wiebto 

at tb1l U.. to r...rru. tba poait1oc be took laot Iorch ud tbat ba wio­
to ropoat tllet botoro tile StabllhoU.., !'l..s i o uoed to aaaiot. lilT -trT 
ill proaocuUnc a war be will .... betoro tba approprilto c.-it.to .. ot tba 
Sanato u4 Bouoo ot Roproo•t.oUno u4 oak tor cuidanc•· 

I aa aloo autbori&ed to otato tbat ourrlllcioo ot bolll.....-t. .-tori .. 
ara DOt boillc poArObued by tba st.obllioaUOil 1lm4 and tbat tba prooont t.r1tlillC 
boldillCI ill tba stabllhot101l 1lm4 ot ourronoi01 ot bellicoront cOUDtrioe wore 
acquired a cou1d-blo U.. prior to tba war . 

Regraded Unclassified



• 
' ! 

Oetobor 24, 1939 

Meaor o. White aDd Folo:r 

Senator llacner inquired by telepbmlo oa to tho Dopertmmt•a position 
o~ Taft' a uend.llent to tho lloutrality BUl to 1.1.1111t tho atobiliutioo tund'a 
hold~ga or tho currOIIC}' of &111 bel.llgaret to no 110ro t1w1 •so,ooo,ooo at 
&liT one t1ae. We foal that tho lleparUient ohould 1ndJ.ooto to Senator Wo(!llor 
its oppoaition to Taft' a amOildJDent for tho followillc rouonu 

(1) 

(2) 

(3) 

1'11& Concroaa utended tho otobilhatioo powora 1t ..u ~ 
conacioWI of tho poaoibilit)' or probabilitJ of a wor in !mopa. 
'l'b.oro 1a accordinglJ no nood at thia tiM tor Concraao to re­
coaaidor tho problea aDd to llal.t tho otobiliaatioo power~. 

S....tor 1'att quoationed tho Secretary about tho uao ot the 
otobW&&tioD tUDd in tho net o! .or. 'LIM Secrotar,. said that 
before he would. uao the atobiliution !lind to aoaiet arq 
countrr in prosecuting tbet wor ho would COM up before tbo 
proper c.-1 ttoe aDd aalt tor guidance. thio procedure would 
ponait croatar fiexibilitJ tban r..tt•o propooal in dealing with 
an uorgonc:r situation ~ which it llial>t be creotlJin tbo 
intoroato of thie countrr to purollaea tbo curranc:r o! a bolligor­
ODt in amount& (reatar tban .50,000, 000. B;y iOiDg to tho con­
creoaional committ ees tho Treaaury could aacortoiD tho viowo o! 
Concrooo without tho publ1e1t:r aDd dala;y involTod 1D gett1118 
now logiolation . 

U • • do not iDdieoto our oppolitioo to r..tt•o oaer>d&ent, thoro 
11 liltollhood that oth&r • ....,.,..,to would bo otferod prohib1t1n& 
tho atobl.llsation tUDd rr- purcllaoiDc &liT belligerent <:11r'nD07 

aDd in ortoct aul.l.1!)i.ng ito uoo dur1Dc tho wer. 

u 7011 aero• with the forogo1Ds, wo ..,. g1 n thoao viowo to Senator 
lla(!llor or&ll7. 

(Initial.ed) E.I!.P., Jr. 
• a.o.w. 

APPROVED• 

Octo bar 25, 1939 

H. M, J'r, 

A: 
I 
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Phono ccnvoreat1on between 
11:15 a.m. waa attached. 
the diary. 

HK,Jr and Vandenberg Oct.25 at 
It is now f iled aeparatelr in 

389 
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~ ooDY•l'Ht1on t..tnen RJ(,Jr and Y&n4enbers on Oot. 2~ 
at i1•11 a.a. ... aUaohed. It h now t1led ee~tel7 
1n the 41&1"7. 
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Telephone con.eraat1on between HK,Jr and Senator Vandenberg 
at 2160 p . m., October 2~. 19~9. Wll attached. It 1e tiled 
separat ely 1n the d iary. 
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