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The creation and maintenance of the most cordial and
intimate friendship between the United States and the other re-
publice of the American Continent must be regarded as a key-
stone of our foreign policy. The erroneocous interpretations
given to the lonroe Doctrine over a period of many decades
have constituted a censtant cause for apprehension and for
misrepresentation of the true purposes cof the Government of
the United States. The Monroe Doctrine declares that the United
States will not permit any non-American nation to encroach upon
the political independence of any American republic; and that
the United States will nect consent to the acquisition in any
manner of the control of additional territory in this Hemiasphere
by any non-American Power. These principles have until now been
proclaimed solely on the authority of the United States and they
will not be abandoned. But they are essentially principles of
continental self-defense. And they are as vitally important
to every other republic of this Hemiaphere as they are to the
United States itself. I would welcome their adoption by every
American republic as a portion of ite national policy. In that
manner alene, in my opinion, can there be permanently abolished
the impreseicn which has persisted that these simple principles
of gelf-defense can involve a thredat to the sovereignty cr te the
national wellbeing of any republie of the Western Hemisphere. In
the same apirit of mutual understanding and of colperation for
the promotion of the welfare of the American peoples, I favor the
prineiple of congultation between the governments of the American

republics whenever there arises in this Continent any question
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which threatens the peace and wellbeing of the American world.

I believe that in such emergency there should be summoned im-
mediately an inter-Ameriocan conference, in which the Ameriecan
republice can determine, as individual powers bound together

by & common interest, what policy beat behooves them in a erisis
which may be of potential danger to each one of them in varying
degree. The United States should take the ground that pan-American
regponsibilities must be accepted by all the American republics
on equal terma. I would stress, in particular, the continental
responsibility for the maintenance of peace in this Hemisphere,
and the necessity for the perfection of the mechaniasm reguired
for the carrying out of that obligationm.

The lives of our citizens abroad must, of course, be pro-
tected, wherever they may be, when they are in imminent danger
andi the local authorities are patently unable to afford them
gecurity, but such protection by this Government should never
again result in armed intervention by the United Btates in a
gigter republie. I believe that the dispatch of the armed
forces of the United States to any foreign soil whatsocever, save
for the purpose cof dealing with a temporary emergency such as
that just deseribed, should never be undertaken by the American
Executive except with the consent of the American Congresa.

There is no more effective meana of enhancing friendship
between nations than in promoting commerce between them. e
cannot expect to preserve the sincere friendship of our neighbors
on this Continent if we close our marketa to them. We cannot
enjoy the markets of the American Continent, which have as vast

a potentiality for development as any in the world, unless we



permit the citizens of our sister nations to trade with us.
The interest of the peoples of this Continent demands that
the American governments individually take without delay
such action as may be necessary to abolish those barriers and
restrictions which now hamper the healthy flow of commerce

between their respective nationg.



THE SECRETARY OF STATE
WASHINGTOMN

August 7, 1933.

The Secretary of State encloses for the informa-
tion of the President a copy of the telegram indicated
below.

As the telegram was transmitted in one of the
Department's confidential codes, it would be appre-
eiated if it could be returned to the Department at the

President's convenience for appropriate disposition.

Enclosure:

Telegram No. 126, August 5, 11 a. m., Habana,
from Ambassador Welles.



ham Habana

This telegram must be Dated August 5, 1933
closely paraphrased before
being communicated to Rec'd 3:30 p+ m,

anyone, (b).,

Secretary of State,
Washington.

126, August 5, 11 a. m,

& T . .

My 125, August 4, 2 p. m.

After their interview with me the directors of the
Liberal Party went immediately to see the Fresident and
told him that the Liberal Farty felt that the only possible
salvation for Cuba lay in the agreement which they believed
could be roached through the mediation negotiations and
that under no consideration would the Liberal Party
withdraw from the proceedings.

I had lunch yesterday with President llachado, He
was in a highly nervous and excitable condition but in
his conversation with me both courteous and entirely
reasonable., He told me that the mediation had weakened
the authority of his government but that he himaelf
believed that the only possible solution lay in the
agreement which could be reached through the mediation
negotiations. He said that he was willing to agree to
any fair solution proposed but that he was not willing
to agree to be "thrown into the street", I agreed to

certain
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certain minor requests which he made of me, namely, that
the opposition be prevented from publishing in the nowa-
papers complaints which they made to mc as mediator of
action taken against them by subordinate authorities of
the Govornment, He admitted that the wvisit to me carlier
in the morning by the directors of the Liberal Party had
been made at his instigation and likewise frankly admitted
that his party had differed with him in the matter., I am
undor the very distinct impression that for the first
time since he was elocted the Liberal Party have summoned
up sufficient couraze to ciciric to the Fresident and are
not being dictated to by him,

In a private conversation which I had last night with
one of the directors of the Liberal Party he told me that
in their interview with the Fresident early yesterday
morning the Fresident was utterly uncontrolled and gave
the impression of a man who was unbalanced mentally. He
told me that 1t was impossible to argue or reason with
the President at that time but that he felt the attitude
taken by the directors of the party in the second Interview
would prevent any further insistence by the President that
the Liberals withdraw from the mediation negotiations.

The Mixed Commission stayed in session for ten hours
yesterday and I shall keep the Commission in permanent

session today and tomorrow Sunday until a final agreement

is
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is reached on the permanent reforms to the constitution.
Practically all important points have already been agreed
to other than the length of the presidential term and
the independence of the judiciary. On the latter point
an agreement can readily be reached, On the former point
a compromise will probably be necessary, The agreement
already arrived at includes a modified parliamentary
system which limits materially the powers of the executive
and which I have every reason to believe will prove

highly beneficial to Cuba if finally enacted.

WELLES

C38B



THE SECRETARY OF STATE
WASHINGTON

August 7, 1933.

The Secretary of State encloses for the informa-

tion of the President a copy of the telegram indicated

below.

Enclosure:

Telegram No. 127, August 5, 4 p. m., Habana,
from Ambassador Welles.



ham GRAY
Habana
Dated August 5, 1933

Rec'd 9 b, m.

Secretary of State,

Washington,

127, August 5, 4 o, m,

Although the strike movement extended last night
to newspapers, longshoremen, and other labor groups,
there are one or two indications that the situation may
improve. I am informed that some atreet cars are now
running with police protection and that the railroad
employees who had decided to join the strike at midnight
tonight are holding a referendum to reconsider their
decision under the direction of a union leader of less
radical tendencies than the union president who has been
arrested,

The Consul at Cienfuegos reports a riot occurred there
last night in which a mob of some 200 persons broke many
windows and damaged property. There was shooting in the
business section of Habana this morning but I am informed
that the police fired in the air and that there were no
casualties. Many persons were arrested on the streets
but according to General Herrera all have now been
releascd oxcepting three students who were found to have
bombs in their possession, Practically all shopb vaere

closed during the day,

WELLES
C3B



THE SECRETARY OF STATE
WASHINGTOMN

August 7, 1933.

The .Secretary of State encloses for the informa-
tion of the President a copy of the telegram indicated
below.

As the telegram was transmitted in one of the
Department's confidential codes, it would be appreciated
if 1t could be returned to the Department at the Presi-

dent's convenience for_gppropriate disposition.

-

Enclosure:

Telegram No. 129, August 7, noon, Havana
Piom Aibassador Welles £ —7



MET Havana
This telegram must be '
closely parpphrascd be- Dated August 7, 1933

fore being communicated
to anyone. (D) Roc'd 4:15 pe Me

Sccrctary of State,

VWashington,

DOUELE PRIORITY.

129, August 7, noon.

SERTETET CURSTDEesEMe . Tho general strike has
now spread throughout the Republic. Ewery form of
transportation is tied upe. The Gavcrnmcnt cmployces
of the Departments of Sanitatlon, Communications, and
of the Treasury, have declared themselves on a strike
and consequently no telegraphs are functioning and
the ordinary sanitary requ?ramanta of the city will
ne longer be complied withes All of the provision mer-
chants, restaurants, and even the hotels, are closed
and there will be a state of near starvation within
the next twenty-four hours. While some of the police
in the capltal have been guilty of the same tactics
pursued during the past months which have resulted in
the injury of a score of people in the city yesterday
the strike up to the present time has been absolutely
peaceful in character and so far as I am informed there
has been no aggression against the authoritles nor

damage



MET 2120 from Havana, Auge. 7, noone

damage to private property except on a very inconsider-
able scale in the interior,

Saturday night and yostorday morning I had gontinuous
intorviews with the official representatives of the thyoa
political parties and of tho mombers of the opposition.

T have decided that the only possible solution to prevent
a state of uttor chaos in the Ropublic in the ncar future
is the fgllﬂwing:

One. Appointment by the President of an impartial
Secretary of State acceptable to all clcments.

Two., The request by the President of the (%) for
leave of absence and authorization by him of the new
Secretary of State to reorganize the Cabinet giving
representation to all important political elementse

Three., The immediate passage by the Congress of
the constitutional reforms which have been elaborated
by the Mixed Commisslon as the result of which the meme
bers of House of Representatives will agree to shorten
their terms so that half of the House will be renewed
in the nationgl elections of 1934 and those representa-
tives remaining in the House to shorten their terms

to a corresponding extent as those who will vaecate in

that years
Fm:lr.
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Four. Half of the Senate 1s renewed in 1934 and
the remaining senators to agree to shorten their terms
to a total period of six yodrs.

Five. The craation of the Vice-Presidenoy, said
Vice-Prosident to assume the Presidency upon his IiInaugu-
ration.

I had an interview with Prosident Machado yestorday
afternoon. I communicated to him my views and I impressed
upon him that if he did not accept this entirely constl-
tutional and dignifioed solution as an act of patriotism
and sacrifice on the part of all concerned I belicved
that the situation here would very rapidly degenoratoe
into a condition of absolute anarchy which would rosult
in the loss of innumerable lives and destruction of prop-
orty. I reminded him of the obligations of the United
Etato# under the permancnt treaty but I told him that the
vhole purposc of my mission hore was to avoid the United
Stntes Government havins to consider the carrying out of
such obligations. The President oxprossed his ontiro
willingnoss to reosign as soon as the Vice-Presidency was
ercated but stated that in his judgment for him to ask
for loave of abscnce ond to allow a Secretary of State 4o

carry on until the Vicc President was inaugurated would

be
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MET 4-#129 from Havana, Aug. 7, noones

be disastrous in its conseoquonces, I told him that I
could see no reason for such belief on his part and that
I thought the disaster wonld arilse from his not being
willing to adopt such o moasure, He referred to the
fact that the Congross as a measure of precaution desired
to suspend constitutional guarantees today and I sald
that in viow of the ghavity of the situation I had no
objection to offor theroto provided that the guarantees
wore suspended for a limited and fixed period, which ho
agreed toe

I have had this morming an intorviow with the lead-
ors of the Liberal Party. They are now in sesslon with
the Prosidont and will tell him that in their judgment,
for the bonoefit of the country, for the bonefit of the
Liberal Party, and for his ownm reputation, tho Preocsident
must adopt the measurcs indicated above. Both the Con-
servative and Popular Parties arc ubsolutﬂly in accord
with the solution proposcd ond thoy will, before cvening,
as will the dircectors of the Liberal Party, obtain the
gonsont of tho membors of Houso and of the Scnate to the
stops indicated.

Most of the factions of tho opposition will agree to
this compromisc although certain of the more rodical

glements
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elements will probably denmr,

If this apreemont can be reached within the next
forty-eight hours and made public I am very confident
that the strike will immuedictely cecse and that the
state of the country will rapldly becomo normal once
more, If on agreement is not reached through the
unwillingness of the President to take the action

necessary I foresee the gravest consequences.

WELLES

HPD=-CSB
(#) apparent omisaion,



August 9, 1933,

Memo, for the President:

¥re. Phillips asks that
you advise them at the :tate
Demartment, as soon as possible,
what you have said to Cintas, in
order that they may advise Am-

baseador "elles,

M.H. M,
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EMBAJADA DE CUBA
WASHINGTON

Apainst the posibility that the Cuban problem
may be misunderstood, as it is not & political strug-
gle between parties and in order that you may know the
real situation, I advise you as follows: a Bill tﬁxing
the manufscture of sugar in order to apply the prcceeds
to instruction by militery tezchers was approved by
the Senate and upon being presented to the House of
Representatives, the adverse opinion of the Iresident
of the Republic was mede known, considering it detri-
mental to the democratic principles and contrary to
the Constitution. The Fresident has been informed that
Senators and Representetives have been called teday to
the General Headguarters of the .rmy to demsnd the
inmediste removal of the FPresident under threat that
upon fzilure to do so, Congress would be dissolved.
4 violence of this nature if successful, would establish
a militery dictetorship in Cuba with destruction of
democratic principles end would cause a grave stete of

unrest in the Republiec,



ham GRAY
Habana
Doted August 20, 1933

oe'd 7 p. N

Secretary of State,

washingbon,

175, August 20, 2 p. m.

 ————

After consulting with President Cespedes and with
the Secretary of the Treasury, and after receiving the
benofit of the opinion of many of the bankers and pro-
minent business men in Habana, both Cuban and American,

I desire to submit the following views to the Department:

One. It is indispensable that measurcs be talen
by the present Cuban CGovernment and be taken immediately
for the restoration of Cuban economic prosperity. That
the Cuban Treasur:; is in most serious straits cannot be
doubted, although I have not as yet been able to receive
any official statement. Covermment employees are in the
gruatest distross, since salarics hava not been paid
ovor a voriod of many montha with the exception of tho
month of July just past. All industry is practically
at ¢ standstill, the aitvation as regards the sugar
industry being, of coursy, fully knowm to tho Department.
Poverty and destitution oxist throughout the Ropublic.

Undor
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Under such conditions no Government can stand, and
particularly not a Government which has come into power
under existing conditions, when almost every Cuban will
expect it to perform miracles without a moment's delay
and make every on3s happy and prosperous by decree. I
wish to emphasize my conviction that if steps are not
taken immediately to make the Cuban people confident that
their distress will in some measure be relieved in the
not distant future, a condition of chaos will unquestion-
ably ensue which will inevitably give rise to such condi-
tions as to make stable and constitutional Government in
Cuba impossible,

Two. I cannot see any alternative to the declaration
by the Cuban Government of a moratorium on its foreign
debt. Such a moratorium might involve solely sinking fund
charges, or both sinking fund and interest charzes, and
could be announced as being for a fixed and limited
period during which period steps, in my opinion, (#) be
taken looking towards a conversion of the foreign debt,

Three., The floating debt of the Republic, amounting
to between forty-five and fifty millions of dollars, of
which from ten to fifteen millions of dollars comprise
unpaid back salaries, should be submitted immediately
tc a claims commission for the purpose of verifying these
unpaid internal obligations of tho Government., It is

ungquestionable
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unquestionable that the nominal amount of the floating
debt can be very materially reduced after an investigation
by an honest, impartial commission.

Four, The immediate need of the Government, without
which I do not believe it can long remain in power, is
for a loan of sufficient at least to meet the payment of
back salaries, The injection of this amount of currency
into Cuba might be sufficient to tide things over until
other measures, which should be taken for economic
improvement, become effective,

Five. President Cespedes has requested me to
suggest to my Government that it "sell" to the Cuban
Government American Treasury bonds for the amount required,
payment for these bonds to be made by Cuba in yearly
installments but title thereto to be given to the Cuban
Government immediately upon entering into the necessary
agreement. The bonds, however, not to be delivered to
the Cuban Government but to one or more of the American
banks operating in Cuba which bank or banks would act
as trustees or fiscal agents, The banks in turn would
discount the securities with the Federal Reserve Bank
for American currency to be delivered to the Cuban Govern-
ment, The bonds in question would be paid for at a
specified annual rate the interest being self-liquidating,
being paid by the coupons on the bonds, Such a "sale"

could
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could only be guaranteed by the good faith of the Cuban
Government and its formal agreement to include in its
budget the necessary appropriations for repayment., 1
have informed President Cespedes that I would transmit
his suggestion at once to my Government but that I
personally was highly doubtful whether the Executive
possessed authorization to undertake such action without
the consent of the American Congress, and reminded him
that the Congress presumably would not be in session
again for some five months.

Six. It has likewise been suggested by sources
other than the Cuban Government that the Reconstruction
Finance Corporation might lend the sum required to American
banks interested in Cuba on frozen American assets in the
United States and that these banks in turn might adve ce
the amount determined upon to the Cuban Government on
such terms and conditions as might be agreed upon.

Seven., 8o far as I cen judge, the only alternative
to the foregoing plans would be the flotation of a new
bond issue by the Cuban Government or the obtaining of
a credit by the Cuban Govermment from American bankers,
On account of the political instability now existing it
would seem to me obvious that neither one of these two

latter alternatives could be considered practicable,

Eight.
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Eight. Some minor measures affording immediate
relief could be taken:

(a). At the end of June, three American oil come
panies advanced to the Cuban Goverrment the sum of
$1,335,000 against duties and taxes on future importations,
This arrangement deprives the present Government of
substantial revenues on petroleum products for the coming
months, An arrangement could be made with the 0il com=
panies by which the amounts due them could be ligquidated
by partial deductiunsifrnm duties payable on incoming
shipments over a future specified period so that the new
Government could get immediate revenue from this source,

(b). Six million dollars of new Cuban silver
currency has been authorized by the Machado Government,
of which, up to August 11th, $2,240,000 had been received,
and of which amount still to be received, not more than
$600,000 could be expectcd this month unless it is
possible to expeditc operations at the Philadelphia Mint
wiich is charged with the minting of the silver. In view
of the national emergency existing in Cuba, it would be
highly beneficial to have a special order issued by the
Treasury Department so that the remaining silver could
be received at the earliest possible moment.

Nine. I feel it woﬁld be a source of encouragement
to the Cuban people, and a source of moral support to

the
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the Government of President Cespedes, if a highly competent
technical commission of experts could be sent immediately
to Habana to advise with the members of the present
Administration as to the steps which should be taken,
In my judgment, this commission should be comprised of
practical men, preferably connected with the United States
Treasury Department or bankers not affiliated with those
banks directly interested in Cuba,

In an interview which I shall have with President
Cespedes this afternoon I shall request his opinion in
the matter and should he accede to my recommendations
I shall telephone the Department accordingly tomorrow
morning,

Ten., The immediate conclusion of a new commercigl
treaty with Cuba would be highly beneficial in its moral
effect, although necessarily practical benefits can not
be derived from such treaty until after ratification by
the United States Senate next winter,

Eleven. The basic question for the restoration of
national prosperity of Cuba is the arrangements which
will be made covering the amount of Cuban sugar to be
admitted to the American market, the price at which such
sugar will be sold, and the terms upon which such sugar
will be admitted into the United States., It is unnecessary

for
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for me to repeat that I understand fully the domestic
difficulties attendant upon giving Cuba. generous treat-
ment at the present time, but it will be evident to the
Department that if favorable and generous treatment is
nct ziven Cuba in this resvect all other measures above
indicated must be considered solely as temporary stope
EAD5 «

WELLES

H3M

(#) Omission



COPY

THE UNDER SECRETARY OF THE TREABURY
WASHINGTON

Avgust 21, 1933,

MEMORANDUM FOR ASSISTANT SECRETARY OF STATE CAFFERY:

In response to your requeet for the Treasury Depart-
ment's comments on certain paragraphs of Ambassador elleg!
cable No. 175 of August 20th, I submit the following:

Comments on paragraph 5. The Treasury has no suthority

to make a direct loan to a foreign government, inecluding
Cuba. The proposal in paragraph 5 ie that Cuba shall borrow
from Federal Reserve Panks the amount of money required and
that the United Btates shall furnish the security for the
loan, this security to be cbligations of the United States.
As at present advised, the Treasury believee that the |
issuance of obligations for such purpose 1s of most doubtful
legality. The Treasury, however, will study the matter
further.

Comments on paragraph 8. This proposal means that the

banks shall borrow from the Reconstruction Finance Corpora-
tion and lend teo Cuba. Becretary %Woodin has been in touch
with several of the banks in New York and ie of the

opinion that until the whole matter of the financees of Cuba
is put upon & ssunder tasis, no bank will feel justi-

fied in lending to the government. However,



it may be possible through the agency of the R. F. C.
for the Cuban Government to obtain funds each month in
an amount equal to the paymente now remitted from Cuba
to the United Btates for payment of Ameriean exporte
to OCuba. This amounts roughly to $2,000,000 a month.

It may be possible also -~ particularly if the Cuban
importe of sugar to the United States can be increased —
for the Cuban Government to obtain some funde by bank
credits secured by sugar which the government might ob=-
tain from its citizense upon credit.

Qomments on paragraph 7. The Treasury agrees with Am-

vassador Welles that it would not be possible to float

a new bond issue by the Cuban Government in this country
at this time, particularly in view of the moratorium con-
templated in paragraph 2 of the cable.

Comments on paragraph 8 (b). The Mint at Philadelphia
has cOmpleted 3,180,000 pieces out of the &,000,000
autnorized. Of the number completed, 400,000 are on hand
uhcalled for at Philadelphia. By working overtime the
Mint can produce 600,000 a week and can complete the re-
maining 2,810,000 pieces in five weeks, or slightly less.
If it is desired that tnis coinage be expedited the
Treasury would appreciate advices to that effect.

Dean Acheson

Under Secretary of .the Treasury.



KLP GRAY
Habana
Dated August 21, 1933,

Rec'ds, 12:45 pem,

Secretary of State,

Washington,

176, August 21, 11 a.m.

FIOTETOUNFIDERL.. In an interview with the
President yesterday ovenin; Lr, Cespedes stated to me that he
anticipated the bettor part of this week would elapse before
he or his Sscrotary of the Troasury had been afforded a
definite and detalled understanding of the financial situation
of the Govermnment, He advised me that as soon as he had
ascertained the necessary facts he would go over them with
mo and with Dre Martinez Sacnz and would then request that
my Governmmont undertake the dlscusslion of measures of holp?ul
cooperation with the Cuban Governmont through thls Embacary,

He stated that he felt 1t was very dosirable thot o
commission of proctical American finaneial expoerts be sont
to Cuba both for the asslatance thoy could give the Cuban
Republic and for the moral nffuctlit would have upon the
Cuban peoples Ho statod, howover, and I fully agroe with

his opinion, that it would bo dosirable that such commission
bo
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be offiecianlly attached to tho Amorican Embassy and bo not
sent to undertake discussions dircetly with the Cuban CGovernw
ment. If the lattor course were adoptod the opinion wvrould
presumably prevail that tho Governmont of tho United Statos
wa:z undertalking an idoa of financial intervontion in the
affairs of the Cuban Governmont but if the commission were
sent hore to be attached to and advisc tho Amorican Embass

such misapprohonaion would be aveided,

WELLES
KLP#CSB



THE UNDER SECRETARY OF STATE
WASHINGTON

—_—

August 21, 1833,

Dear Mr. President:

I am sending the texte of two import-
ant telegrams from Welles which have been
telephoned to Hyde Park this afterncon. Caf-
fery has been in touch with Dean Acheson with
regard to No. 175 and I am enclosing herewith
a memorandum prepared at the Treasury which
contains certain views of the Treasury in
this connection.

I have discussed with Welles over
the telephone the substance of his No. 1786.
On receipt of this message I felt that a com=
mission of American financial experts to be
attached to the American Embassy would give
the lmpression, in fact, of financial inter-
vention

The President

The White House.



vention in the affaire of the Cuban Govern-
ment. It seems, however, that what Welles
has in mind is the appointment of two or

three financial experts to the Embassy with

e

a view to assisting the Ambassador to make a
study of Cuban financial affairs. If the
matter is presented to the public in this

f way I do not see how any misunderstandings
can occur, either here or in Cuba. Caffery
ig also in touch with the Treasury with re-
gard to obtaining suggestions of such ex-
perte, the names of whom, of course, will

be submitted to you for your comments.

Fajthfully yours,




THE WHITE HOUSE

'-‘J WASHINGTON
J
\-'\.s . 175 August 20, 1933

2:00 PN,

MEMORANDUN FOR THZ PRESIDENT:

After consultation with Fresident
Cespedes and with the Secretary of the Treasury and
after receiving the benefit of the opinion of many
of the bankers and prominent business men in Havana,
both American and Cuban, I wish to submit the fol-
lowing to the Department:

(1) It is indispensable that measures be
taken by the present Government of Cuba and be taken
immediately for the restoration of Cuban economic pros-
perity. That the Cuban treasury is in most sarious
straite cannot be doubted, although I have not as
yet been able to receive any offieisl statement.
Covernment employees are in the grestest distress
gince salaries have not been paid over a period of
many months, with the exception of the month of July
Just passed. All industry is practiemlly at a stand-
still, the situation as regards the sugar industry
being, of ecourse, fully known to the Department.
Foverty and destitution exist throughout the Republie.
Under these conditions no Government can stund, and
particularly not a Covernment which has come into
power under present conditions when almost every Cuban
will expect it to perform miramcles without & moment*®s
delay and make everyone happy and Progperous by decree.
I desire to emphasize my conviction that if steps are
not taken immediately to make the Cuban people confi-
dent that their distress will in some measure he re-
lieved in the not distant future. A condition of chaos
will unquestionably ensue, which will inevitably give
rise to such conditions as to make stable and constitu-
tional Covernment in Cuba impossible.
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{8) I cannot see any alternative to the
decleration nade by the Cuban Government on a nora-
torium on its foreign debts, Such & moratorium might
involve solely sinking fund charges or both sinking
fund and interest charges and could be announced as
being for a fized and limited reriod, during which
steps, in my opinion, might be taken looking toward
a conversion of the foreipn debt.

[3) "The floatins debt of the HAepublie,
amounting to between 45 and 50 million dollars, of
which from 10 to 15 comprise unpaid back salaries,
ghould be submitted immediately to a Claims Com-
mission for the purpose of verifying these unpaid
internal obligetions of the Govermnment., It is
unquestionable that the nominal amount of the float-
ing debt can be very materially reduced after an
investigation by an honest, impartial commission.

(4) Immediate nsed of the Government -
without which I do not believe it can longz remmin in
rower = is for a loan of sufficient at least to meet
the payment of back salaries. The injection of this
amount of currency into Cuba might prove to be suf-
ficient to tide things over until other measures,
which should be taken for economic improvement, bhecome
elffTective.

(5) President Cespedes has requeated me to
suggest to my Covernment that it "sell™ to the Cuban
Government Anerican Treasury Bonds for the amount required,
payrment for these bonds to be made by Cuba in ysarly in-
stallments, the title thereto to be piven to the Gov-
ernment of Cuba iLmmedietely upon entry into the nacessary
agreement. [he bonds, however, not to be delivered
to the Cuban Covernment but to one of more of the /mer-
fcan banks operating in Cuba, which bank or banks viould,act
as Trustess or fiscal agents. [he banks, in turn, would
discount the securities with the Federal Heserve Bank for
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American currency to be delivered to the Cuban Govern-
ment. The bonds in question would be paid for at a
apecified yearly rute, the intersst being self-liquidat-
ing, bein- paid by the Cubans on the bonds, Such a
"enle" could only be guaranteed by the good faith of

the Cuban Government and its formal agreerent to inelude
in its budget the necessary eppropriaticns for repayment.
I have informed Fresident Cespedes thaot I would transmit
his sug-estion at once to my Government but thet I per-
sonally was highly doubtful whether the executive pos-
seased suthorization to undertnke such metlon without
the consent of the American Congress, ond reminded him
that the Congress presunnbly would not be in seasion
again for some five months.

{6) It has likewise been suggested by
soureces other than the Cuban Goverunent, that the
neconatriction Finance Corporation might loan the sum
required to American banks interested in Cuba on frozen
American assets in the United States, and that these
banks in tuwmn misht advance the amount determined upon
to the Cuban Covernment on such terms and conditions

as might be agreed upon.



(7) So far as I can judge the only alternative to the
foregoing plan would be the flotation of a new bond issue
by the government of Cuba or the obtaining of a credit by
that government from American bankers., On account of the
political instability now existing it would seem to me
obvious that neither one of these two latter alternatives
could be considered practicable.

(8) Some minor measures affording immediate relief
could be taken:

at the end of June three American oil campanies ad-
vanced to the Cuban government the sum of vl, 335,000 against
duties and taxes on futuré importdtions.. This arrangement
deprives the present government of substantial revenues on
petroleum products for the coming month., An arrangement
could be made with the oil companies by which the amounts
due them could be liquidated by partial deductions from
duties payable on incoming shipments over a future speci-
fled period so that the new government could get immediate

revenues from this source,

Six million dollars of new Cuban silver currency has
been authorized by the Machado government, of which up to
August 11th, $2,240,000 had been received, and of which
amount still to'be received not more than $600,000 oould be
expected this month unless it is possible to expedite opera-
tions at the Philadelphia Mint, which is charged with the
minting of the silver, In view of the national emergency
existing in Cuba it would be highly beneficial to have a
special order issued by the Treasury Department so that the
remaining silver could be received at the earliest possible

moment,

(9) I feel it would be a source of encouragement to the
people of Cuba and a source of moral support to the government
of President Cespedes, if a highly competent, technical
commission of experts could be sent immediately to Havana to
advise with the members of the present administration as to
the steps which should be taken, In my estimation this
commission should be comprised of practical men, preferably
connected with the U, S, Treasury Department, or bankers not
affdliated with those banks directly interested in Cuba,

In an interview which I shall have with President



Cespedes this afternoon, I shall request his opinion in
the matter, and should he accede to my recommendation I
shall telephone the Department accordingly tomorrow morn-

ing.

(10) The immediate conclusion of a new commercial
treaty with Cuba would be highly beneficial in its moral
effect, although necessarily practical benefits cannot be
derived from such treaty until after such ratification by
the United States Senate next winter,

(11) The basi® question for the restoration for national
prosperity of Cuba is the arrangement which will be made
covering the amount of Cuban sugar to be admitted to the
American Market, the price at which such sugar will be sold
and the terms upon which such sugar will be admitted to the
United States. It is unnecessary for me to repeat, but I
understand fully the domestic difficulties attendant upon
giving Cuba generous treatment at the present time, but it
will be evident to the Department that if favorable and
generous treatment is not given Cuba 1in this respect, all
of the measures above indicated would be considered solely

as temporary stop-gaps.

(signed) Welles.,
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In an interview with the President yesterday evening,
Dr. Cespedes stated to me that he anticipated the better
part of this week would pass before he or his Secretary
of the Treasury had been afforded a definite and detailed
understanding of the financial situation of the government,
He notified me that as soon as he had ascertained the
necessary facts he would go over them with me and Dr,
Martinez Saenz, and would then request that my government
undertake the discussion of measures of helpful cooperation
with the Cuban government through t.is Embassy,

He stated that he felt that it was very desirable
that a commission of practical, American financial ex-
rerts be sent to Cuba, both for the assistance that they
could give the Cuban Republic, and for the moral effect it
would have upon the Cuban people, He stated, however, and
I fully agree with his opinion, that it would be desirable
that such commission be officially attached to the American
Embassy, and be not sent to undertake discussions with
the Cuban government. If the latter course were adopted
the opinion would presumably prevail that the govermment of
the United States was undertaking an idea of finanocial
intervention in the affairs of the Cuban government, But
if the Commission were sent here to be attached to and ad-
vise the American HEmbassy, such misapprehension would be
avoided,

(signed) Welles,



ASSISTANT SECRETARY OF STATE
WASHINGTON

August 25, 1933,

My dear Mr, President:

1 enclose herewith a telegram from Welles
which arrived this morning regarding the present
situation in Cuba. It seems to me that you will
wish to see it, in view of the fact that Sumner
Wellee has reached the conclusion that his origi-
nal hope, that the present Government of Cuba
could govern as a constitutional government for
the remainder of the term for which General Machado
had himself elected, must be abandoned.

I also enclose a telegram of August twenty-
third about the financial experts Welles desires
attached to the Embassy.

Respectfully yours,

f;{ o =

%”’l”;{“'f‘-‘ Y
The President, /, 

4

The White House,



mam GRAY
HABANA
Dated August 23, 1935
Rec'd B8:20 mm
secrctary of State

"aghington

182, August 23, 5 pm.

In conversation with President Cespedes this morning
the latter indicated his very strong desire that American
financial experts be sent as quickly as possible tc Habana.
He again regquests thet these experts be gsent as financial
advisers to the Embassy in order that the discussion of help-
ful measures may ﬁe underteken officislly between this Em-
bassy and officials of the Cuban Government. He fears that
1f o commission is sent to deal directly with tho Cuban Gov-
ernment it would be impossible to avoid the interprctation
of dircct finencial intervention by the United States in
Cuban governmontal affeirs. It is undeniable that the radi-
cal elements in Cuba would at once attack the government 1if
the appearance of financial intorvention were permitted and
I have no doubt that such attacks would have immediate reper-
cussion in the rest of Latin America.

I beg to request advice from the Department as soon
65 may be possible as to its decision in this maetter and if
oxports are to be sent how soon they may be expicted here,

In my judgment their stay need not necessarily extend beyond
a
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a period of a week or ten days and if the United States
boars the expense which would necessarily be relatively
small a very helpful effcet of W@ » generous gosturc would
be created.

WELLES



mam GRAY
HABANA
Dated Auguat 24, 1933
Rec'd B8:30 pm
LJecretary of State

Washington

184, August 24, 5 pm,

ST T CUT TN |

I am rapidly coming to the conclusion that my origi-
nal hope that the present Government of Cuba could govern
as a constitutional government for the remainder of the
term for which General Machado had himself elected must be
gbandoned. If the solid and uwnwavering support of the army
could be counted on, and if the groups and parties repre-
sented in the present government were unanimous in their
spnport of the administration, it might be possible for the
oxisting government to maintain itself, pass the neccessary
legislation of all kinds required, and hold the general
national elections in lovember 1934 as originally antici-
pated. As a mattor of fact, howevur, a general process of
disintegration is going cn. The army is by no means in a
satisfactory condition and the relapse in the health of
*uneral Sanguily, Chief of Staff and the one ranking officor
in the Cuban Army who can command the support of his subor-
dinates, has delayed the taking of the measurcs necassary

to enforce discipline within the army which he alone could
. have
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have undertaken zatisfactorily. The presence of General
Fenocal in Cuba i3 as always an exceedingly disturbing
factor, His insatiable ambition and his unwillingnasa to
recognize that he no longer can count on the support of any
but a small group is causing him to attempt to undermine
the authority of the Government and I am reliably informed
that he is trying to promote dissidence among the army offi-
cers,

The inahility of the Government as yet to enforce
the maintenance of public order has permitted an almost
anarchic condition throuzhout tlic country as the result of
which groups of so-called :=iudentes and radicals of every
shade are breaking into lhouses, promoting lynchings, forcing
resignations from Senators and Congressmen and other public
officials and only this morning forced the resignation of
the sub-Secretary of Communications recently sppointed by
President Cespedea, The labor situstion is of course dis-
quieting and while the most serious strikes in the cities
have been settled conditions on the large sugar plantations
are very grave and it was only through the acceptance of
all the demands presented by the strikers that collected on
the Punta Alegre sugar ostate this morning that destruetion
of the property end possible loss of life of the American
manager and of his family was averted. If conditions such
as this continue a general state of chaos here is inevitable.

The only alternative to such a result that I can now
see
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see is for the program of the present Government to be
modified in order that general eloctions may bo held approx-
imately three months from now so that Cuba may once more
have a constitutional government in the real secnse of the
werd, that is, supported by an evident and overwheoclming
majority of the Cuban people. In order to accomplish this
the Supreme Court will have to declare that the cxisting
constitution under which CGenoral Machado was rcelected is
unconstitutional in that the constitution of 1928 came into
being through illegnl and unconstitutional methods as tho
rosult of which tho country would onece more be geverned by
the original constituticn of 1901, T have every resson to
believe that the Supreme Court will so hold. Once such a
decision i1s rendered the exiasting Congress,to which public
hostility 1s so intense that I doubt if it could meet even
with military protection,would be ipso facto abolished.

The President would then by decree convoke national elec-
ticns to be held three months from such date and at the
sane time issue a decree declaring that the electoral law
under which such elections would be held would he the Crow-
der code of 1919 as smended by the recommendations formulat-
ed by Professor McBain in his recent report. The parties,
under the terms of this law, would then be afforded the
opportunity of organizing and presenting their lists of
candidates and the entire Govornment, oxecutive and legils-

lative, would bo replaced as the reault of such nl:;ginns.
&r
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After the installation of such government a constitutional
convention would be called to adopt the constitutional re-
forms agreoed upon during thc mediation prococdings which
reforms represent unquestionably tho desire of a great major-
ity of all elements of public opinion.

Yostorday I consulted with Coloncls Mendicta and
licndcz Penate, Dr. Torrientc, Gonoral Monocal, locaders of
the ABU and other opposition organizations and with Presi-
dont Cespedeos, Thore is not one of them who believos that
the Congress as now constituted can again function. Theseo
lecaders are now mocoting with their owm groups and I think
will reach tho conclusicn € ot the program above indicatod
is the one solution which oifers a reasonably safo outcome
for Cuba under prosent conditions, The Prosident will call
them into session with him tomorrow and will try and rcach
a unanimous agreecment as to the program which his Jovern-
inint should carry out and the mannor in which it is to be
put into effoect.

Conditions in the country of course arc not ripe for
genoral olections, I have likewise cvery roason to bolieve
that during the cloctoral period, if the above program is
carried out, disturbances will take place in many parts of
the Republic., I feel, however, that a change in the policy
wirichh I had originally hoped to carry out is inevitable.

I do not belleve that the present Goverrment can maintain

itself in power for an indefinite period and I think that
nothing
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ncthing would be more likely to prevent a further attempt
at revolution than the oprospect of elections ii the near
fvture. A solution of this character has the added advan-
tage that it offers the hops of a constitutional and stable
government in the near future rather than in the remote
future and furthermore thet negotiations for ths commercial
treaty can continue with the authorities now in power and
tliat the individuals taking part in the next constitutional
suvernment will undoubtedly be willing to ratify beforehand
any measures of financial relief that we may cdecide to sug-
cest to the existing Government of Cuba.

WELLES
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