PERU

ENTRY OF PERU INTO A STATE OF BELLIGERENCY WITH THE AXIS
POWERS AND ADHERENCE OF PERU TO THE UNITED NATIONS
DECLARATION

740.0011 E. W./1-1245 : Telegram

The Acting Secretary of State to the Ambassador in Peruw (W hite) *

WasHINgTON, January 12, 1945—3 p. m.

43. For your personal and secret information the President of Chile
has, after long and careful consideration, informed us that eritical
political conditions in Chile, where congressional elections will be
held in March, precludes Chile’s taking the initiative at this time
regarding the situation explained to you by Wright upon the occasion
of his recent trip.2 Accordingly, it has been decided to proceed forth-
with to inform Peru, Ecuador, Venezuela, Uruguay, and Paraguay
of this situation.

I am sure that you have well in mind the instruction which Wright
showed you, but to recapitulate, the principal points are:

(1) A country may become a member of the United Nations only if
it is at war with either Germany or Japan.

(2) The time is approaching when the “Associated Nations” may
find themselves in the painfully embarrassing position of being placed
in a category apart from their sister republics who are United Nations.
It is quite probable that certain of our allies who have suffered great
loss of life and material damage will not agree to allow the “Asso-
ciated Nations” to enter into the postwar discussions of the United
Nations on an equal footing unless and until those “Associated Na-
tions” have formally aligned themselves shoulder to shoulder with
the nations engaged 1n this war. This does not mean that any further
material contribution would have to be made by those nations to the
prosecution of the war.

(3) This Government has done and will continue to do what is
feasible to gain admission to United Nations conferences on an equal
footing for the “Associated Nations” irrespective of whether they
regularize their status, but we are not sanguine that this will be pos-
sible in the light of the strong feeling which exists on the subject
by nations which have been invaded or suffered greatly.

* Repeated, mutatis mutandis, January 12, 3 p. m,, to Ecuador as No. 39 and to
Venezuela as No. 21.

? For the beginning of the mission to Chile, Peru, and other states of James H.
‘Wright, Chief of the Division of North and West Coast Affairs, see despatch 1888,
December 5, 1944, Foreign Relations, 1944, vol. vi1, p. 691.
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(4) Quite aside from clarifying the position of Peru as regards the
forthcoming meeting relating to an International Security Organiza-
tion, this action should have an important practical and psychological
effect on the earlier termination of the war and the nations concerned
could well take pride in this.

(5) The awkwardness of the position of the six American “Asso-
ciated Nations” was manifest on January 1, when the French Ambas-
sador here signed the Declaration by United Nations ® at a ceremony
to which were invited only representatives of the United Nations.
Furthermore, there is increasing evidence that very soon will arise
concretely the problem of what nations will be invited to the forth-
coming United Nations Conference to consider the Dumbarton Oaks
proposals.*

(6) The “Associated Nations” are cooperating in the war, but are
not in a formal state of war. A formula which could be used locally
to formalize their status is: “The Lima and Panama declarations ®
established the doctrine that aggression by a non-American power
against an American power is an aggression against all; this aggres-
sion has occurred against several American republics; relations were
broken; it is commonly recognized that although no formal state of
war exists, the actions of the ‘Associated Nations’ have been such as
to make their status just short of being at war; and there should be
ample ground for formalizing their status by an appropriate action
declaring that as of a certain date, present or past, the nation con-
cerned is or has been in a state of war with, for example, Japan”.

You will realize that Peru’s reaction to this proposition is likely to
be negative unless it is presented as a significant opportunity for
Peru to improve its own position and at the same time to make a
positive contribution not only to inter-American solidarity in the war
but also to the building of an international security organization.

We feel that in all fairness to Peru we must recommend strongly
that in its own interest Peru should take steps to regularize its status
at the earliest possible moment. Please see either the President® or
the Foreign Minister 7 as soon as possible and discuss this matter with
him in secrecy and frankness. As soon as you have done this, please
telegraph the Department,

2 Foreign Relations, 1942, vol. 1, p. 25.

* For documentation on the United Nations Conference on International Organi-
zation, San Francisco, April 25-June 26, 1945, see vol. 1, pp. 1 ff. For documen-
tati0111 on the Dumbarton Oaks Conversations, see Foreign Relations, 1944, vol. 1,
pp. 713 ff,

SFor text of the Lima Declaration, see Report of the Delegation of the United
States of America to the Fighth International Conference of American States,
Lima, Peru, December 9-27, 1938 (Washington, Government Printing Office, 1941),
p. 189; for text of the Panama Declaration, see Resolution XIV of the Consulta-
tive Meeting of the Foreign Ministers of the American Republics, September 23—
October 3, 1939, at Panama, Department of State Bulletin, October 7, 1939,
pp. 331-333.

®Manuel Prado y Ugarteche,

"Manuel C. Gallagher.
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This matter is not being discussed with the Peruvian Ambassador
here.®
Gerw

740.0011 EW/1-2645
The Acting Secretary of State to the Ambassador in Peru (W hite)

No. 3840 WasHINGTON, January 26, 1945.

Sir: I refer to the Department’s secret telegram no. 43 of Janu-
ary 12, concerning the importance of Peru’s formalizing its status
by becoming a member of the United Nations. This matter is taking
on added importance and, in order to present the need for early action
and make his own stand clear and unequivocal, the President has
considered it best to address personal letters in the premises to the
Presidents of the six American republics® concerned.

The letter addressed to the President of Peru is enclosed ** and you
are requested to deliver it immediately to President Prado. A copy
is likewise attached for your secret information. Similar presenta-
tions are being made at Quito, Santiago, Caracas, Montevideo and
Asuncion,

I wish to underline the fact that the highest importance is attached
to Peru’s taking this step at the earliest possible date. I am confident
that you will present the matter urgently and at the same time in its
proper perspective.

Please submit a telegraphic report as soon as possible.

Very truly yours, Joseru C. Grew

740.0011 B W /1-3045 : Telegram
The Ambassador in Peru (White) to the Secretary of State

[Extract]

Lima, January 30, 1945—11 a. m.
[Received 1: 30 p. m.]

96. I yesterday handed Foreign Minister enclosure secret despatch
3840 January 26 for delivery addressee, apprised him of content, re-
questing information as to progress.

8 Pedro Beltrén.

® Chile, Ecuador, Paraguay, Peru, Uruguay, and Venezuela.

® This letter was the same, mutatis mutandis, as the letter addressed to the
President of Chile, printed on p. 7568.
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He said that for internal political reasons he was exploring pos-
sibility avoiding special session Congress, thus reversing his stand
reported telegram 54, January 16,1 p. m.**

. . . . . . .

WaIrE

740.0011 E W /2—445: Telegram
The Ambassador in Peruw (White) to the Secretary of State

Liya, February 4,1945—7 p. m.
[ Received February 5—1:48 a.m.]

192, Herald Tribune story '? re President and six Associated Na-
tions published this morning’s press. Peruvian Ministry is making
no statement.

Foreign Minister summoned me today to state that meeting of Con-
gress impossible in view of local political situation. It was accord-
ingly proposed to make a statement similar to that of Colombia dated
November 26, 1943 against Germany.** This referred to aggression
and consequent necessity taking measures for defense, which, how-
ever, should not interrupt normal constitutional course of juridical
institutions.

Proposed Peruvian statement would refer to Lima, Habana and
Rio Conferences;* recite actions performed of belligerent nature,
declare that these acts amounted to belligerency as also intention to
sign United Nations Declaration.

Peruvian Government naturally does not wish to make this an-
nouncement unless previously assured by Department that it will
fill the billet. Foreign Minister cited last paragraph of President’s
letter * in support of this proposal.

He seemed to think Venezuela would adopt similar line.

WaITE

* Not printed; the Foreign Minister was reported as foreseeing no obstacles,
;?zg)excluding summoning of special session of Congress.” (740.0011 EW/1-

2 New York Herald Tribune, February 3, 1945, p. 1.

 For substance of this statement, see Department of State Bulletin, Novem-
ber 27, 1943, p. 379.

“The reference is to the resolutions of the Eighth International Conference of
American States at Lima in 1938, and to the Second and Third Meetings of the
Ministers of Foreign Affairs of the Ameriean Republics at Habana in 1940 and
at Rio de Janeiro in 1942, respectively.

* See footnote 10, p. 1814.
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740.0011 E W /2445 : Telegram
The Acting Secretary of State to the Ambassador in Perw (White)

‘WasHiNeTON, February 5, 1945—4 p. m.

128. Reurtel 122, February 4, 7 p. m. In order for this Govern-
ment, as depository for Declaration by United Nations, to accept the
adherence of Peru, we should have a formal statement from the
Peruvian Government that Peru is in a status equivalent to being “at
war” with Germany or Japan or both. The expression “at war” is
used in the United Nations Declaration. In presenting this matter
to the Foreign Minister please show him copy of the Declaration,
sent with our instruction 1067 of March 25, 1942,

By following the formula contained in paragraph number 6 of
Department’s telegram 43 of January 12 and in your 122 of Feb-
ruary 4, 7 p. m,, it would appear that Peru would be in a position
to make a formal statement as indicated above. However, this is of
course a matter which Peru must determine.

Please telegraph immediately whether contemplated action would
be against Germany or Japan or both.

GrewW

740.0011 E W /2-845: Telegram
The Acting Secretary of State to the Ambassador in Peru (White)

WasHINGTON, February 10, 1945—6 p. m.

146. Reurtel 139, February 8, 8 p. m.®®* Garland *® came in this
morning with a proposed draft which appears entirely satisfactory
except for the last paragraph. We said it was necessary that this
paragraph be slightly revised to read generally as follows: The Presi-
dent of Peru, with approval of Council of Ministers, declares or recog-
nizes that as a consequence of these acts there has resulted a state
of effective belligerency between Peru and the two Axis nations and
it has been decided that Peru adheres to the Declaration by United
Nations by subscribing to that international document.

We believe that this slight change will be acceptable to Peru as it
follows the general line of the Colombian procedure which we under-
stand Peru is using as a guide. Garland was satisfied with proposed
modification, which he is cabling to the Foreign Office.

Please immediately see the proper anthority to reinforce Garland’s
cable.

GreEw

* Not printed.
* Bduardo Gorland, Peruvian Chargé in Washington.
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740.0011 EW/2-1245
The Perwvian Embassy to the Department of State

MEMORANDUM

In compliance with the request made in the Memorandum of the
Department of State, dated February 12th, 1945,2° the Peruvian Em-
bassy considers that the terms “state of effective belligerency” are
equivalent to the expression “at war” as contained in the Declaration
by the United Nations.

WasHINGTON, February 12, 1945.

740.0011 B.W./2-1145
The Acting Secretary of State to the Peruvian Chargé (Garland)

WasmingToN, February 13, 1945.

Smk: I acknowledge the receipt of your note of February 11, 19452
in which you quote a declaration of the Government of Peru stating
that it recognizes a state of effective belligerency between Peru on the
one side and Germany and Japan on the other; that it has resolved
upon the adherence of Peru to the Declaration by United Nations;
and that you have been authorized to sign in the name of Peru.

The Government, of the United States, as depository for the Decla-
ration, is gratified to welcome Peru formally into the ranks of the
United Nations. Arrangements are being made for you to sign
the Declaration on February 14, 1945.*

Accept [ete.] JosepH C. GREW

DISCUSSIONS BETWEEN THE UNITED STATES AND PERU
CONCERNING DEFENSE QUESTIONS #

810.20 Defense/2-1645 : Telegram

The Acting Secretary of State to the Ambassador in Peru (W hite)

‘W asmingTON, February 16, 1945—7 p. m.

165. It is agreed by the State, War, and Navy Departments that
Military and Naval Staff conversations with Peru should start March
19. Refer Department’s secret circular instruction August 1, 1944,

* Not printed.

A Por a report of the ceremonies of signing the Declaration in behalf of Peru
and other states on February 14, see Department of State Bulletin, February 18,
1945, pp. 234-237.

# For previous documentation on defense questions, see Foreign Relations, 1944,
vol. viI, pp. 1504 ff.

2 poreign Relations, 1944, vol. viI, p. 105.
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January 10, 1945.2¢ Please consult the Foreign Minister and cable
Department whether that date is agreeable to the Peruvian Govern-
ment.

Conversations in Peru will be under the supervision of General
Brett >* and Admiral Kingman.?® They will get in touch with you
directly concerning details of the conversations. General Brett will
provide you with a program outlining the purpose of the conversa-
tions and the topics to be discussed. On receipt of it please transmit
the program to the Peruvian authorities, unless you receive [perceive]
objection in order that they may be prepared in advance.

It is emphasized that the forthcoming staff conversations are en-
tirely exploratory in nature, will involve no commitments by either
party, and will be confined to technical military and naval discussions,
not to include political matters.?

Grew

823.248/3-1445

Memorandum by the Director of the Office of American Republic
Affairs (Warren) to the Secretary of State

[WasaINGTON,| March 14, 1945.

I have investigated the request made of you at Mexico City * by
the Peruvian Foreign Minister to expedite delivery of twelve dive
bombers. This has long been a contentious case in which the Depart-
ment has taken a firm stand that the dive bombers should not be
delivered to Peru. Our established Lend-Lease policy is that offen-
sive weapons of this nature should not, at this stage of the war, be
delivered (except in the most extenuating circumstances) to American
republics other than to equip the Brazilian Expeditionary Force and
the Mexican Expeditionary Air Squadron. Peru is stronger in offen-
sive air weapons at this time than any other West Coast country and,
if we further strengthen Peru, vehement protests will ensue from her
neighbors, particularly Chile, Colombia and Ecuador. If we give in
to the Peruvians on this matter, we will have to give way to others
and will start the armaments race we want to prevent.

I have drafted for your consideration a letter which you may wish
to send to Foreign Minister Gallagher in the premises.?

A. M. Warren

* Ante, p. 600,

% Lit. Gen. George H. Brett, Commanding General, Caribbean Defense Command.

#* Rear Adm. Howard F. Kingman, Commander, Panama Sea Frontier.

# Ambassador White reported in his telegram 181, February 23, 1945, midnight,
that Peru was agreeable to the beginning of conversations (810.20 Defense/2-
2345).

% The Inter-American Conference on Problems of War and Peace held at Mexico
City, February 21-March 8, 1945; for documentation, see pp. 1 ff.

» See infra.
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823.248/3-1645

The Secretary of State to the Peruwvian Minister for Foreign Affairs
(Gallagher)

‘WasHiNgTON, March 16, 1945.
My Drar Mr. Minister : Immediately upon my return to Washing-
ton, I investigated the matter of twelve dive bombers for the Peruvian
Air Force which we discussed at Mexico City. I find that the war
needs are such that the dive bombers in question cannot be furnished,
but I am assured that Peru’s need of training planes is being fully
and currently filled. Although combat planes are not available, this
(Government nevertheless wishes to do all possible adequately to pro-
vide for pilot training, and if it later develops that the training plane
situation is not satisfactory, I would be glad to have a study made,
with a view to determining what could be done to correct the situation.
Permit me to take this opportunity again to express to you my
warm appreciation for the splendid collaboration which the United
States delegation received from Your Excellency and the members
of the Peruvian delegation at Mexico City.
With renewed assurances [ete.] Ebpwarp StTETTINTUS, JR.

811.24523/4-245

Memorandum by the Chairman of the State-War-Navy Coordinating
Committee (Dunn) to the Secretary of State

[WasHINGTON,] April 2, 1945.

Pursuant to the directives of the President, dated 7 January and

1 February 1944,*° the Joint Chiefs of Staff have determined that

the United States requires the following post-war military base rights
in Peru:

1. The general right for United States military aircraft to operate
into and away from El Pato Airbase, Talara, and to fly over Peruvian
territory en route to or away from said base, subject only to the same
regulations or restrictions as may be imposed on Peruvian military
aircraft.

2. The specific right:

a. As the maximum desired—jointly with the government of
Peru, to occupy, control, improve, maintain and operate El Pato
Airbase and its facilities, including the essential communications
systems, aids to navigation, radar or other defense installations,
and to station thereat the personnel required to carry out such a
joint undertaking.

3 These were general directives to initiate negotiations for military bases;
for texts, see Foreign Relations, 1944, vol. vir, pp. 546 and 550.

T75-987—69——84



1320 FOREIGN RELATIONS, 1945, VOLUME IX

b. As the minimum acceptable—the right to utilize El Pato
Airbase and its facilities with the same freedom as is accorded
to military aircraft of Peru, and to install there such additional
facilities or make such improvements as may from time to time
be necessary for the operation of United States military aircraft
and for the defense of the western hemisphere.

3. Exemption from Peruvian taxes, duties or imposts of any kind
of all United States personnel or materiel imported into or located
in Peru in connection with the operation of the base or the exercise
of the other rights obtained.

The Secretaries of War and the Navy concur in the above determi-
nation by the Joint Chiefs of Staff and request that negotiations
for an agreement in this matter be initiated with the government of
Peru at the earliest moment you deem favorable.

For the State-War-Navy Coordinating Committee:
James CremeNT Duxy

810.20 Defense/5-1745
The Ambassador in Peru (White) to the Secretary of State

[Extracts]

No. 3312 Lima, May 17, 1945.

[Received May 30.]

Sir: In conformity with the Department’s telegraphic instructions

No. 452, May 8, 7 p. m.,;** T have the honor to report further on the
recent Staff Conferences.

REMARES REGARDING THE DISCUSSIONS

The opening meeting described in my despatch No. 2864 of May 20
was the only one which I attended, and subsequently thereto my in-
formation was that obtained from some of the American officers who
assisted. This was in general to the effect that the discussions were
proceeding smoothly and fairly rapidly and that the Peruvians dis-
played, on the whole, a very reasonable attitude.

The Aviation conversations were apparently the least prec1se and
longest drawn out. The specifications for these had been drawn up
by our War Department but it was the Marine Mission which was
principally responsible for carrying on these negotiations, although
some Military Aviation Officers assisted in the discussions as observers.
Apparently the Marine Mission did not learn till quite late of the
detailed data required.

= Not printed.
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PoSSIBLE LIMIT OF STATE DEPARTMENT'S INTEREST

There has since arrived a series of folders, some 36 in number,
giving an account of the discussions. Most of these are of a highly
technical nature and scarcely tempt civilian curiosity; moreover, in
view of the very secret nature of the contents it would be fairer to
the Peruvians to avoid any but the most unavoidable dissemination
of the data contained therein as to the strength, location, ete., of
forces.

It is specifically stated (Folder 2, page 3, heading E) that no sub-
jects of a diplomatic or political nature were developed during the
conversations. Therefore, from the Department’s point of view, it
would seem that once it is assured that the conversations and projects
connected therewith do not run counter to our general Latin American
objectives, the important point for its information is that of ways and
means—in other words, what will the projects cost, and to what extent
is this cost compatible with available Peruvian resources—to say
nothing of the ultimate interest of the American taxpayer. As
doubtless the Department fully appreciates, the general objectives of
the Conference seem entirely praiseworthy and desirable.

CONVERSATIONS NOT BINDING AND EXPLORATORY

Before entering upon the question of costs in greater detail, I will
refer to certain other aspects developed in the course of the discussions.

In the first place, though quite understood beforehand, it might
be well to repeat Admiral Kingman’s remarks at the opening Naval
meeting on March 20 (Folder 28) to the effect that the results of the
exploratory conversations are not binding on either Peru or the United
States and merely form the basis of a report to Washington, and also
that these conversations related specifically to the post-war period.

. . . . . .

If the Department desires further information, I shall be glad to
try to obtain the same,
Respectfully yours, J. C. WaITE

810.20 Missions/8-2145

The Chairman of the State-War-Navy Subcommittee on Latin
America (Warren) to the Ambassador in Peru (Pawley)

‘WasHINGTON, September 28, 1945,

My Dear Mr. Ampassapor: Prior to his resignation from the De-
partment, Mr. Rockefeller 32 referred to me your letter to him of

¥ Prior to his resignation, accepted on August 25, 1945, Nelson A. Rockefeller
was Assistant Secretary of State.
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August 21, 1945, with which was enclosed a copy of your despatch of
August 10 * regarding the placement of United States military mis-
sions in the other American republics.

I have read your letter and despatch with great interest since it con-
cerns a matter which has been under study in the Department for some:
time. As you know, the agenda for the various staff conversations
contained a section asking whether the American republic with whom
the conversations were being held desired the establishment of a United
States military mission. It is contemplated that, upon request of the
various governments concerned, military missions will be placed in
those countries not now having them as part of the implementation of
the staff conversations.

I agree thoroughly with your analysis of the advantages which may
be derived from judicious activity of establishing military missions,.
and your thinking on this subject parallels that of the Department.
‘We are anxious to achieve a program of standardization and recognize:
the important part which United States missions may play in this
regard. However, as you point out, we must be ca.refTﬂlﬁETtoL’—rsemﬂm-
the other American republics military equipment in such quantities
and of such power as to upset the balance of their domestic economy
and make them a threat to the peace of the hemisphere. Therefore it
is most important that the military missions, keeping in mind the
objective of limiting the armed forces to those necessary to maintain
internal security, act, as you suggest, to deter unreasonable expendi-
tures on armaments rather than as a medium through which the armed
forces of the recipient government are unduly expanded. This de-
mands that we in the State Department be completely informed of
the activities of the military missions and be in a position to guide
them from a political point of view.

Any further thoughts or suggestions on this general subject would be
most welcome.

With kind personal regards,

Sincerely yours, A. M. WarreN

811.24523/10-1845

Memorandum by the Chief of the Division of North and West Coast
Affairs (Flack)®

[WasHINeTON,] October 18, 1945.

Among the factors that need to be taken into consideration in con-

nection with the opening of negotiations with the Peruvian Govern-
ment for pgrh_n_;_;aln_ql_l_t_}_'l:g_hts at Talara are the following :

e T ————
- ® Neither printed.
% Addressed to the Director of the Office of American Republic Affairs (Briges)
and to Assistant Secretary of State Braden.
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1. Political. It has never been suggested to Peru that the United
States has any intentions other than to abandon completely the Talara
air base no later than six months after the termination of the war.
‘The Peruvian public has found reason for reassurances on this point
from time to time; and it is not impossible that the idea will meet with
very unfavorable public reaction.

Political stability is in a state of crisis at the moment, with the
administration of President Bustamante precariously balanced. The
dominant popular force is APRA,* traditionally an “anti-Yankee
imperialism” party, (although it has followed a policy of supporting
the United States during the war). The party appears to be poised
to take over the Government. To inaugurate discussions at this time
might well precipitate the crisis.

For this reason the idea of permanent occupation of Talara by the
United States is apt to be politically “hotter” than usual. Therefore,
we should not count too heavily on prompt favorable reaction from
Peru.

2. Agreement for use of the Talara air base was signed April 24,
1942 by representatives of the War Department and Peruvian mili-
tary authorities, to be in effect “during the time that the United
States is engaged in the present war”. The Foreign Office transmitted
official approval thereof in a Note to the American Embassy dated
July 8, 1942.

3. The land on which the base is located is owned in fee simple by
the International Petroleum Company, Ltd., a Canadian corporation.
Moreover, the land is within a proven oil field, and the Company is
anxious to regain it to carry on future drilling operations.

4. The proposed rental contract between the United States Gov-
ernment and the Company was never consummated. It was signed
by the United States but not by the Company since it had not been
able to obtain a written consent of the Peruvian Government. The
contract provides for occupation of the land for six months after ter-
mination of the emergency and/or the war with the Axis countries.

5. Since the inter-government agreement stipulates that the Peru-
vian (Government acquires the installations, et cetera, upon abandon-
ment of the base by the U. S., the presumption is that Peru will ex-
propriate. The oil company fears adequate compensation will not be
forthcoming. In such case the question arises whether the Company
has grounds, legal or moral, on which to look to the U. S. for remedy.

6. Ownership of the land complicates the situation. Since it con-
cerns oil land, it will presumably cost a substantial sum of money
either to expropriate it or to rent it. Conceivably Peru may be per-
suaded to execute a joint-occupancy agreement in the interest of com-

% Alianza Popular Revolucionaria Americana.
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mon defense, but it appears unlikely that the Peruvian Government
could be persuaded to foot the bill. Therefore, it would seem that
this Government must be prepared to pay the full cost of acquiring
permanent land rights at Talara from the International Petroleum
Company.

JosepH Frack

811.24523/10-1945
The Ambassador in Perw (Pawley) to the Secretary of State

No. 437 Lima, October 19, 1945.
[Received November 8.]

Sir: I have the honor to enclose to the Department herewith an
exchange of notes between Rear Admiral L. N. McNair, Chief of the
U.S. Naval Mission to Peru, and myself 3 with reference to the per-
manent retention of the Talara Army Air Base, Talara, Peru by the
United States Government.

In this connection I should appreciate being advised by the Depart-
ment as to whether or not the War Department is proceeding with the
necessary arrangements for taking over and maintaining permanent
control of the Talara Air Base. This base is now under the jurisdic-
tion of the Sixth Air Force, a unit of the Caribbean Defense Command.

In my opinion, the delay in negotiating for the permanent control
of this base is being taken by the Peruvian Giovernment and by the
Peruvian Air Force to mean that this base and its equipment might
soon be transferred to Peru.

Respectfully yours, Wizriam D. PawLey

AGREEMENT BETWEEN THE UNITED STATES AND PERU DEFINING
THE MILITARY SERVICE DUE BY NATIONALS OF EACH COUNTRY
RESIDING IN THE OTHER

[For text of the agreement, effected by an exchange of notes signed
at Washington, May 23 and June 12, 1945, see Department of State
Executive Agreement Series No. 477, or 59 Stat. (pt. 2) 1606.]

* Not printed; Admiral McNair was concerned with housing for personnel at
Talara, and the Ambassador feared that the Admiral’s communication, in the
hands of Peruvian naval officials, would have an adverse effect on negotiations
with Peru.
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EFFORTS TO SECURE COOPERATION OF THE PERUVIAN GOVERN-
MENT IN THE ELIMINATION OF AXIS BUSINESS INTERESTS IN

PERU*

800.515/1-1045
The Ambassador in Peru (White) to the Secretary of State

No. 2369 Lima, January 10, 1945.
[Received January 24.]

[Extracts]

Sir: I have the honor to refer to the Department’s Confidential In-
struction of December 6, 1944 * requesting information concerning
‘enemy investments and plans, and the activities of persons attempt-
ing to preserve the enemy’s economie, political and military potential
abroad after the cessation of hostilities.

Peru, through a series of emergency decrees and laws, has succes-
sively tightened its controls over the persons and properties of Axis
subjects, and it may be said that at the present time the majority of
Axis investments in this country have been liquidated and the pro-
ceeds frozen. Of the businesses, properties or investments owned
by Axis subjects which have not yet been liquidated under this emer-
gency legislation, the greater part are under intervention or admin-
istration by the Peruvian Government so that with only a few
exceptions the situation here is well under control. However, as our
Government’s policy, as described in the instruction under reference,
envisages the necessity of regulating the activities and investments
of Axis subjects in the post-resistance period when as far as is now
known Peruvian controls will come to an end and frozen Axis funds
handed over to the individual owners, it is obviously necessary that
surveillance over such individuals be continued.

It is not known that any looted property has found its way into
Peru and it is not regarded as probable that entities domiciled in or
controlled from Germany are a vital factor in the local situation, al-
though the few cases in which that probability figures, such as Far-
benindustrie, Bayer and Ferrostaal, are in themselves important.
The local branches of these organizations have been expropriated
and liquidated but as the individuals who managed them are at liberty
attempts to reestablish those instruments of German economic pene-
tration in the period following cessation of hostilities are a definite
possibility. In general, however, the enemy assets here which may
become available to Axis interests in the post-resistance period will
belong to Axis subjects or sympathizers actually domiciled in Peru

“: For previous documentation, see Foreign Relations, 1944, vol. viI, pp. 1553 ff.
* Not printed.
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who will either act for themselves as local controls permit or through
cloaks and other confidential agents. Consequently our register of
enemy assets in Peru will not ordinarily contain much information of
interest in the investigation and examination of records and individ-
uals in the Axis homelands. Data on hand and to be compiled by this
Embassy will be more local in scope but will nevertheless constitute
a defense against reestablishment of the enemy’s military potential in
or from this country.

As a result of Peruvian emergency measures nearly all of the Axis
property remaining in this country is in the easily hidden or trans-
ferable form of money. It will therefore be very difficult if not im-
possible in most cases to obtain definite evidence of improper employ-
ment. However, our familiarity with all phases of the local situation
will enable us to determine with reasonable certainty the identity
and methods of those who act as cloaks and intermediaries in the mo-
bilization of the elements of Axis economic resurgence here. . . .

Respectfully yours, For the Ambassador:
JULIAN GREENUP
Counselor for Economic Affairs

740.23112A/3-2345
T he Ambassador in Peru (White) to the Secretary of State

[Extract]

No. 2896 Lima, March 23, 1945.
[Received April 8.]
SR :

An up to date appraisal of the overall Proclaimed List situation in
Peru should be useful to the Interdepartmental Committee in con-
sidering the forthcoming case-by-case reviews, which, we may as well
say straight away, are going to be found quite unsatisfactory as con-
.cerns a few of the spearhead firms. The causes are explained in the
following paragraphs in so far as it is possible to do so at this time.

For almost every practical purpose, the Peruvian Government’s Pro-
<claimed List work may be considered as about ended. Finance Min-
ister East, Minister of Foreign Affairs Gallagher, and Superintendent
of Economy Pfliicker consistently describe the task as completed.
They insist that the remaining duties represent only simple formalities
to comply with the laws governing auctions, foreclosures, loans and
collections, appeals by persons indirectly affected, ete. This attitude
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is based on their view that the existing decrees and regulations have
outlawed every undesirable German and Japanese business, that none
of them exist as legal entities. But they disagree with us on the ques-
tion of undesirability, and have accorded total or partial immunity to
such culprits as Welsch, Klinge, Woyke, Ishikawa, Bayer, Anilinas,
Hardt, Ostern, etc.

Persistence, as in the past, against the “immune” group, and recom-
mendations for eventual inclusion in the post-resistance list are the
only measures within the immediate reach of the Embassies unless the
policy-forming officers wish to receive suggestions on possible counter
action. However, we feel that such a course is out of question at this
advanced stage of Peru’s association with the United Nations.

It is believed that tactful persuasion is the only course remaining
after Peru’s declaration of belligerency. This method has been used
consistently, the latest example having been notes dated March 10 and
12 by the three missions to the Minister of Foreign Affairs regarding
the Peruvian Government’s most uncooperative and continuous sup-
port of the Casa Welsch. There is no decent excuse for its flagrant
official endorsement of one of the most obstinate pro-Nazi firms in this
country. Self-explanatory copies of the three notes are enclosed.®
The results, if any, will, of course, be reported.

However, Peru has delivered effective blows against the Axis.
Those who have not studied all details, nor participated in every hour
of the Peruvian campaign, nor witnessed the sincerity of the responsi-
ble Peruvian executives, are apt to forget, in their zeal to detect and
exterminate the very last virus, that 80 per cent or 90 per cent is about
the best we can. do with human elements,

There are many common factors we are apt to overlook in our de-
termination to reach the goal of perfection. Comparing Peru’s ac-
complishments with those of Great Britain, Canada, the United States,
and our other Allies, before war was forced directly upon them, it
would appear that Peru took more drastic action sooner. As for
political influence, corruption, and friendship, they produce peculiar
results even beyond the territorial jurisdiction of Peru. Unbridled
sentimentality is an especially potent force; it impels some to commit
even injustices for a friend, but bars even justice for an enemy. . . .

In résumé, the work is not completed ; but it has advanced close up
to the goal and will progress further. It is believed the extirpation
of Axis economic activities in Peru has been sufficiently realistic and
thorough to afford reasonable assurance the old roots will not easily
sprout under any conditions now predictable. It is improbable that

¥ Not printed.
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an Axis agent will again try to set up in business in this country under
an Axis title. The few who have remained as a result of the human
weaknesses cited excuse themselves with explanations they may have
been Germans, but never Nazis, that they have been deceived, etc.
Others admit they simply backed the wrong horse, and I imagine
that the quota of opportunists is equally distributed throughout the
nations, that they were equally dangerous then and harmless now. In
any event, it seems improbable that even the firms heretofore favored
with total or partial immunity will survive the effects of a post-re-
sistance list consistently applied by the Allied Governments. If any
should, it seems obvious they would be such ringleaders as Bayer,
Ostern, and other big German organizations which may be expected
to lie underground and bide their time. It is for this reason that we
believe a post-resistance list is imperative.

So far as the three Embassies in Lima *° are concerned, the superior
authorities may, after receiving and considering the forthcoming case
by case descriptions and our accompanying comments and recom-
mendations, proceed with the deleting in successive supplements, of
all of the minor offenders, as described in despatch No. 1976 of No-
vember 18, 1944.** We do feel, however, that in reducing the present
list to its post-resistance status, it would be advisable to apprise the
Embassies of the names selected for deletion, in order to permit final
examination here; and possibly consultations with the Peruvian au-
thorities in certain cases in which they might be interested, just prior
to publication of the contemplated deletions.

Respectfully yours, For the Ambassador:

JuriaNn GreEENUP
Counselor for Economic Affairs

740.23112A/6-2845

Memorandum of Conversation, by the Chief of the Division of
Economic Security Controls (Mann)

[WasaINGTON,] June 28, 1945.

Participants: Mr. Pawley, American Ambassador to Peru
Mr. Wells, NWC #
Mr. Gallagher, Peruvian Minister of Foreign Affairs
Mr. Beltran, Peruvian Ambassador
Mr. Chavez, Commercial Counselor, Peruvian Em-
bassy
Messrs. Mann and Monsma, ES 4

“ The British, Canadian, and American.

“ Not printed.

“ Division of North and West Coast Affairs.
“ Division of Economic Security Controls.
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This meeting was held at the request of the Peruvians to discuss
matters relating to the administration of the Proclaimed List in Peru.

Mr. Gallagher expressed some concern over the possibility that the
deletion of names from the Proclaimed List would make it legally
impossible for Peru to continue to block funds or to complete its na-
tionalization program. He stated that the Peruvian controls were,
in some respect, tied to the Proclaimed List and that it would be nec-
essary to modify Peruvian law so as to make it clearly appear that
the Government would continue to have authority to control the prop-
erty of deleted persons. This, he said, could be arranged before pub-
lication of the July supplement to the Proclaimed List and would
receive his personal attention as soon as he arrived in Lima.

It was pointed out to Mr. Gallagher that the Proclaimed List was
being reduced in certain countries, including Peru, because the local
controls were adequate and Axis firms have been eliminated ; and that
many deleted persons deserved to continue to be subjected to Peruvian
controls. Mr. Gallagher agreed in principle and implied that any
relaxation in Peruvian controls would be made only as to minor and
unimportant offenders.

At Mr. Gallagher’s request it was agreed that all the future mass
deletions from the List for Peru would be cleared with the Peruvian
authorities.**

Mr. Gallagher was particularly interested in the type of press Te- |
lease which would be issued in connection with the July supplement
and it was agreed that the Peruvian Embassy would be informed in -~
advance of the text of any such release. 3

T740.28112A/7-1145

Memorandum of Conversation, by Mr. Burr C. Brundage of the
Division of North and West Coast Affairs

[Wasnineron,] July 11, 1945.

Participants: ES—Mr. Mann
Mr. Monsma
NWC—Mr. Brundage
Mr. Chavez, Peruvian Embassy
Mr. Mann explained at the meeting that the Department wanted

the Peruvian’s reaction to reducing the inordinately large number of
names on the Peruvian Proclaimed List, down to a hard core. He
explained that of the over 1,000 names still on the PL for Peru over

“1In telegram 652, June 20, 1945, 10 a. m., the Chargé reported that the Super-
intendent of Economy (Pflucker) and the Minister of Finance (Bast) had cleared
for deletion all names in the supplement of June 23 (740.00112A E.W./6-2045).
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800 were Japanese, some of them certainly of minor consequence, and
that the Department was asking the advice of the Embassy as to what
names, if any, could be pared away.

Mr. Chavez was personally in complete agreement with this pro-
cedure and also stated he was sure that his Government would look
with favor upon such a process if it were found to be feasible.

740.23112A/7-1145 : Telegram
The Acting Secretary of State to the Chargé in Perw (Trueblood)

WasaINgTON, July 11, 1945—2 p. m.

670. Committee plans reduce PL for Brazil, Chile and Peru to hard
core in July 27 supplement. Brazilian and Chilean lists will com-
prise and Mexico list already comprises total of 400 to 500 names
each, including Jap names. If possible without injury to prestige of
List or replacement program, Dept desires to accord similar treatment
to Peru, particularly since press release will indicate July deletions
made on basis of progress in eliminating spearheads.

Working from residual list attached Urdes 1976, Nov 184 sub-
committee has approved hard core list of non-Jap names for Peru
which is being airmailed to you and London for clearance. Upon
receipt of this list cable your views.

If you concur Dept believes it desirable reduce total of 80) Jap
names by deleting minor and insignificant offenders. Cable urgently
Jap names which can now safely be deleted.

Gallagher and Peruvian Emb have been informed of foregoing.
All names to be deleted should be cleared with Peruvians and Brit.

Gallagher stated he would immediately amend Peruvian law to
divorce it from PL so that local replacement program could proceed
indefinitely without major policy change. Has this been done? Im-
portant that Peruvians do not misinterpret reduction of List as loss
of interest on our part in replacement program.

Urgency of this matter will be appreciated in view of necessity of
clearance of all names with London.

GrEW

740.23112A/7-1945 ; Telegram
The Chargé in Peru (Trueblood) to the Secretary of State

Lima, July 19, 1945-—noon.
[Received 5: 36 p. m.]

756. Re your telegram 670, July 11. Local tripartite committee,
chiefs American, British, Canadian Mission, FBI, Naval Attaché,

“ Not printed.
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Military Attaché, Chinese Ambassador and Minister Gallagher con-
sider it inadvisable delete any Japanese names * owing inability de-
termine who if any are minor offenders and also because it is believed
psychologically unsound to delete when pronounced anti-Japanese
feeling exists among Peruvian public. Chinese Ambassador and
leaders Chinese colony strongly feel greatest offenders are the least
known.

Consequently recommend proposal delete Japanese names July sup-
plement be suspended and that due credit be given Peru by mentioning
comprehensive replacement liquidation program has been achieved but
that names have not been deleted owing precautionary measures con-
sidered convenient in special circumstances prevailing here.

If this recomendation unacceptable under Dept’s policy inform
Embassy urgently so list (which would have to be largely on basis
of guess work) may be cabled.

Finance Minister, as in past, prefers make no recommendation for
or against deletion but stated decision United States will be supported
accordance Rio Convention.*”

Decree dated June 22 holds all frozen funds in that condition re-
gardless deletions until the Congress decides to the contrary in every
individual case.

Hardcore list (re your telegram 670) received today will receive
prompt attention.

TrRUEBLOOD

740.23112A /7-2845 : Telegram
The Acting Secretary of State to the Ambassador in Peru (Pawley)

WasHINGTON, July 28, 1945.
747. Proclaimed List press release for publication after 9 PM,
July 28, will include:

“The names of a considerable [number?] of persons and enterprises
in Chile and Peru have been deleted in the current supplement. These
deletions are possible because of the effective action taken by the
Chilean and Peruvian Govts to eliminate Axis enterprises and because
the laws of these countries are deemed adequate to control deleted per-
sons whose activities still require supervision. With some exceptions,
the deletions in these countries do not indicate that continued control
by the Chilean and Peruvian Govts is unnecessary; on the contrary
it means that the laws of these two countries are deemed to be adequate
to control the activities and assets of undesirable persons which have
been deleted.”

Grew

® Department’s telegram 721, July 21, 1945, 8 p. m., indicated concurrence in
this opinion (740.23112A/7-1945).

4 See recommendation 5 of the Report on the Third Meeting of the Ministers
of Foreign Affairs of the American Republics, Department of State Bulletin,
February 7, 1942, p. 124
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462.00R/11-1545
Memorandum of Conversation, by the Assistant Chief of the Division
of North and West Coast Affairs (Wells)

[WasmINeTON,] November 15, 1945.

Participants: Sefior Adhemar Montagne, First Secretary of Peru-
vian Embassy
Sefior Fernando Schwalb, Second Secretary of Peru-
vian Embassy
Mr. Milton K. Wells—NWC

Messrs. Montagne and Schwalb called to follow up the visit made
vesterday by the Peruvian Minister-Counselor # for information con-
cerning the reparations meeting now being held at Paris. The Peru-
vian Foreign Office had requested the Embassy to ascertain the Depart-
ment’s attitude in respect to the participation (or nonparticipation)
in this meeting of the other American republics.

I explained the situation to them essentially as set forth in the De-
partment’s circular telegrams of August 28, 9AM and October 29,
9AM.©® With reference to the reparations meeting, the other Amer-
ican republics were not invited because it was felt that the disposition
of German assets in this hemisphere should be considered as an inter-
American problem under the terms of Resolutions XVIII and XIX
of the Mexico City Conference; 5 and that one reason for suggesting
this procedure was the fact that the German assets in the Western
Hemisphere would in all probability be in excess of the claims, the
contrary of which would be true in Europe.

It was further explained that this Government proposed to bring up:
the matter at the meeting of the Inter-American Economic and Social
Couneil 5 which was inaugurated today. I outlined in some detail
the five points covered in the Department’s eircular of October 29 as
forming the basis of our line of thought: (1) each American republic
should satisfy its legitimate war claims against Germany out of Ger-
man assets within its jurisdiction; (2) German assets in excess of these
claims should be distributed among the war devastated United Na-
tions; (3) this policy should operate to defend the other American
republics from claims of German and of German nationals arising out
of action taken in this hemisphere against -Axis interests, and that
former German owners must look to the German Government for
damages arising out of such actions; (4) that the terms “German
assets” and “legitimate war claims” would have to be defined clearly;
(5) and that looted properties should be restored to former owners.

* Guillermo Fernandez Davila. :

* Neither printed.

® Pan American Union, Final Act of the Inter-American C'cmference on Prob-

lems of War and Peace, pp. 55-59.
“ For documentation on this Council, see pp. 1 ff.
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Attention was called to the recent Allied Control Council order
vesting German external assets abroad.®* It was pointed out that
while this order has a definite bearing on the situation, it did not
change the basic ideas outlined in the five points, and that the Depart-
ment is presently consulting with the Allied Control Council regarding
a solution of the question of the disposition of Axis assets in the

‘Western Hemisphere.

DISCUSSIONS OF THE PERUVIAN FOREIGN DEBT AND PAYMENTS ON
LEND LEASE

[For previous documentation on the foreign debt problem and
Lend-Lease, see Foreign Relations, 1944, volume VII, pages 1568 ff.
and pages 1504 ff., respectively. Documentation for 1945 is filed in
the Department under 800.24, 823.24, and 823.51.]

CONTINUATION BY THE UNITED STATES OF THE PROGRAM TO
PROCURE STRATEGIC MATERIALS FROM PERU ®

811.20 Defense (M) Peru/2-245

Memorandum by the Minerals Attaché in Peru (Vanderburg) to the
Ambassador in Peru (W hite)®

Liva, February 1, 1945.

Reference is made to the memorandum dated January 26, 1945 from
the Peruvian Ministry of Foreign Relations to this Embassy request-
ing the Department to hold in abeyance the recent revisions made by
the U. S. Commercial Company in the Over-All Metals and Minerals
Agreement on December 6, 1944 5° with respect to the quantities of
copper, lead, and zinc ores and concentrates it agrees to purchase and
the decreased price for zinc contained in concentrates.

The arguments advanced in the memorandum for the continuance of
mineral purchases as originally specified in the Agreement may be
summarized as follows:

1—Mutual advantages to the United States and Pert through the
sale-purchase of prime materials in accordance with existing contracts.

2—Unemployment, and lower standard of living for the working
classes that would result from decreased purchases.

* For documentation on United States participation in the Allied Control Coun-
cil, see index entries in vol. 111 .

® Continued from Foreign Relations, 1944, vol. vir, pp. 1518-1533.

* Addressed also to the Counselor for Economic Affairs (Greenup); copy
fransmitted to the Department by the Ambassador in Peru in his despatch 2553,
February' 2, received February 12. ? )

® For documentation on the agreement of 1943, of which this was.an extension
and revision, see Foreign Relotions, 1943, vol. vi, pp. 735 ff.
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3—Loss to Peruvian mining companies which have not yet had time
to amortize large sums of money invested to increase production of
minerals for the war program.

4—Fconomic and social stability of the country will be affected by
decreased mineral purchases.

Comment on the foregoing arguments follows:

1—According to information available here at the present time we
have reached a position of adequate supply in virtually all the metals
produced in quantity in Perd with the exception of lead, and it is
difficult to see what economic advantage would accrue to the United
States through purchases by the U. S. Commercial Company of
minerals not essential to the war program. Our domestic mineral
producers are concerned over the disposal of huge surpluses of metals
which will have accumulated at the end of the war in stockpiles, battle-
field and demolition scrap and further purchases of metals not re-
quired for the war program will only increase our problem. Further-
more this step would be out of line with the declared policy of our
Government to divert international trade back into private channels
as rapidly as conditions permit.

2—For the last four years there has been a chronic labor shortage
in the mining industry due largely to the construction of roads, irri-
gation works, port projects, hydroelectric installations, etc., by the
(Government, and a greatly expanded program of building construc-
tion in Lima; most of this activity having no relation to the success-
ful prosecution of the war. Only a fractional part of this construe-
tion has been in low cost housing or directly related to raising the
living standard of the low income classes. When the procurement
agencies were concerned about increasing the production of Peru-
vian minerals during the first months of our entry into the war no
effort was put forth by the Peruvian Government to correct the labor
shortage, and the Government’s participation in the war effort has
been restricted largely to rhetorical gestures.

3—The statement that large sums of money have been invested by
Peruvian mining companies to increase the production of minerals
for the war program is wide of the mark and not borne out by the
facts. An analysis of the investments made by mining companies in
Perti shows the following approximate amounts which have not yet
been amortized :

Compaiiia Minera Santa Elena $100, 000
Volcan Mines Company (at end of contract) 60, 000
Perti Molibdeno S. A. (at end of contract) 20, 000
Compafiia Minera Atacocha, S.A. 15, 000
San Antonio de Esquilache Mines, Ltd. 40, 000
Minas de Cercapuquio, S.A. 7,000
Sociedad Minera Yauli 5,000

Total . + « « « « « v« . . . $247,000
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Out of the foregoing total the first three companies were granted
loans by the Metals Reserve Company of which about $180,000 still
remains to be amortized. The remainder, or $67,000 invested by
Peruvian firms does not indicate any great effort to produce minerals
for the war program. It seems pertinent to refer here to the fact that
Peruvian gold mines have en] joyed uninterrupted prosperity during
the war while the gold mines in the United States were forced to cease
operations by Government edict. In connection with the Peruvian
production of minerals during the present war reference is made to
Embassy Report No. 503, “Statistical Summary of Production and
Exports of Mineral Products, Perti, 1934-1943,” dated November 16,
1944 5¢

4—The rehabilitation of international trade on a sound and endur-
ing basis is one of the major problems of the world at the present time
and in this readjustment the repercussions in Perd with its well
balanced internal economy, the prosperity it has enjoyed during the
war years, the comparatively light tax burden placed on its nationals
for meeting the cost of the war, places the Republic in a more favor-
able position than most of the other countries of the world. At this
juncture we are reminded that impending social and economic re-
percussions were predicted by the Government when the U.S. Com-
mercial Company made cutbacks in antimoeny, tungsten, and molyb-
denum purchases, but to date these threatened catastrophes have not
materialized. Most of the producers of these metals are still in busi-
ness and disposing of their products in private markets. It is far
better for Perti to seek markets for its minerals through private
marketing channels at this time in order to cushion the effect of an
abrupt transition, rather than to lean upon an economic crutch such
as would be the case if we complied with the request that the U. S.
Commercial Company continue to purchase minerals or other products
which we do not need. To underwrite the economy of Perd and
other Latin American countries is beyond even the financial capabili-
ties of even an over-generous Uncle Sam.

In view of the tremendous debt facing the American taxpayer to
defray the cost of the war—the end of which is not yet in sight—
it is my opinion that the Peruvian Government is “off the beam” in
requesting the United States Government to continue purchases of
Peruvian minerals which we do not require for the war program.

 Not printed.

T15-987—69——385
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102.8951 : Telegram

The Secretary of State to the Ambassador in Peru (W hite)

WasnineTon, April 19, 1945.

387. For Rubber Development Losa ** from Truslow.®®* RDC rub-

ber agreement with Peru terminates December 31, 1946.% The price
premium agreement terminates March 81, 1946.5

[Here follow paragraphs the same, mufatis mutandis, as in tele-

gram 1000 of the same date to Rio de Janeiro, printed on page 704.]

A similar proposal is being presented to each other American coun-

try participating in rubber program.
[Truslow]
STETTINIUS

102.8951 ;: Telegram

The Ambassador in Peru (W hite) to the Secretary of State

Lima, April 24, 1945—6 p. m.
[Received April 25—12:41 p. m.]
410. Losa requests following be sent Truslow, RDC:

“Reurtel 387, April 19, discussions with Peruvian (Government re
extension agreements held in abeyance pending Embassy clarification
of phrase in your instructions to me reading ‘such proposals should
be made unconditionally, that is to say, no attempt should be made
to obtain settlement of any pending or other matters as a condition
to such extensions. Likewise, you are not authorized to accept changes
in these agreements as a condition to Peru’s acceptance of such
extensions’.[”]

Other passages telegram 387 and Department’s circular telegram
April 19, noon,” indicate certain responsibilities of Embassy in this
matter. See also circular airgram March 80, 9:25 a. m.,*? all of which
is important in the light of possible future congressional
investigation.

7 Otto Losa, Special representative of the Rubber Development Corporation.

% Franecis A. Truslow, President, Rubber Development Corporation.

® Agreement signed April 23, 1942, not printed; for negotiations, see Foreign
Relations, 1942, vol. vi, pp. 665-670.

® The agreement between the Rubber Development Corporation and the Peru-
vian Amazon Corporation (not printed) was made by an exchange of letters dated
February 16 and 25, 1944, and extended by a similar exchange of August 25 and
29, 1944. It effected a 33149, price increase.

® Not printed; the Department expressed concurrence in the policy of extend-
ing the rubber agreements and instructed Embassy officers to effect formal ratifi-
cation by exchanges of notes (800.6176/4-1945).

® Not printed ; it quoted the text of a letter sent by the President to 16 depart-
ments and agencies regarding centralization of responsibilities for economic
activities abroad in an economic counselor or minister in the mission (121.53/3-
3045).
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While Embassy naturally cannot judge RDC renewal instruction
in light of general worldwide rubber situation, so far as Peru is con-
cerned, I consider such a handout of psychology [sic], justifying
Peru’s fiscal delinquencies and undermining efforts to conduct over-all
economic relations in practical manner,

The FEA representative ¢ feels that in accordance with resolution
21 of Mexico City Conference,® negotiations for cancellation of flax
agreement would be materially helped if rubber and retenone exten-
sion agreements are handled by Embassy as correlative part of our
responsibility under economic program.

As regards rubber agreement itself, this appears to require that
all of $1,200,000 development fund be spent or left in Peru. With
only $200,000 spent to date and total needed not likely to exceed
$400,000 why should American taxpayers be charged with the bal-
ance? Should not also Peruvian Government repay million-odd soles
contributed for purchase Maximo Rodriguez land in Madre de Dios,
and/or take over any bad loans? Is there not a difference of opinion
as to the number of airports to be built, which calls for solution?
Doubtless detailed study of contract might raise other points for ad-
justment. In view of telegram No. 387, Losa does not consider him-
self authorized to give me his views on these matters.

‘Waire

800.6176/4-3045 : Telegram

The Acting Secretary of State to the Ambassador in Peru (White)

. WasamNGTON, April 30, 1945—8 p. m.

423. There is a thorough appreciation here of the Embassy’s feel-
ings, as expressed in its 410 of April 24, regarding the desirability of
coordinating the economic programs of this Government as they may
affect Peru. It is, however, believed that the instructions contained
in Department’s 387, April 19 and circular telegram of April 19
noon,® can only fairly be judged in the light of the world rubber
situation as well as the Peruvian and other agreement country situa-
tions., When it is considered that there is a framework of rubber
agreements, at least bordering on the reciprocal most favored nation
type, which it is essential to retain intact, and that each country has
other agreement problems and open questions, the extreme difficulty
of attempting to do more than simultaneously extend the rubber
agreements in their present form will be apparent,.

® Claude Courand, special representative of the Foreign Economic Administra-
tion in Lima.

“Pan American Union, Final Act of the Inter-American Conference on Prob-
lems of War and Peace (Washington, 1945), p. 61.
% See footnote 61, p. 1336.
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The summary of the Rubber Study Group proceedings, recently
forwarded to the Embassy, clearly indicates that the shortage of nat-
ural rubber is expected to continue for at least two years after the
liberation of rubber producing areas in the Far East. Within the
past month the War Production Board has determined that it will
be essential to procure from Western Hemisphere sources during 1946
as much or more rubber than will be obtained during 1945. The Di-
rectors of RDC, including a Department representative, considered
the matter at some length and decided that to carry out such deter-
mination it was essential to seek immediate extension in unchanged
form of all the existing Western Hemisphere agreements.

Tt is believed here that the Rodriguez matter stands as set forth
in Department’s 618, May 28, 1943 ¢ under an agreement whereby the
unamortized balance, if any, of the loan by RDC would be chargeable
to the development fund.

The Department and RDC are aware of the possibility of a differ-
ence of opinion between the Peruvian and American authorities on
the matter of the disposition of whatever funds remain in the develop-
ment fund at the expiration of the rubber agreement. It is not con-
sidered advisable, however, to assume the initiative at this time in
opening this matter for discussion. Such initiative might lead to the
unfortunate inference by the Peruvians that the American authorities,
in an endeavor to spend less than the stated commitment, may not be
prepared to examine on their merits and approve projects for the
development of wild rubber production.

It is felt also, that the aviation program question might better be
discussed without reference to the extension of the rubber agreement.
While the airport question is connected with rubber, it appears that
its solution will depend in large measure on a further examination of
what transpired at the Rio de Janeiro Conference.®

There also appear to be a number of questions on which the Peruvian
authorities would seek more favorable terms if alterations in the rubber
agreement, other than postponing its expiration date, were discussed.
Outstanding among these are probably the matter of the tonnages to
which the volume premiums apply and the production tonnage with-
held for Peru’s consumption.

Since rubber program is so vital, it is believed that the offer to
extend the agreement is more properly to be considered the opposite of
a “hand-out” and should not be jeopardized by its use in connection

% Not printed.

“ For documentation on the Third Meeting of the Foreign Ministers of the
American Republics, Rio de Janeiro, January 1942, see Foreign Relations, 1942,
vol. v, pp. 6 ff. For text of the recommendations of the Conference, see Depart-
ment of State Bulletin, February 7, 1942, pp. 117 ff.
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with negotiations for termination of the flax agreement or other
matters which the Embassy and other United States agencies are
seeking.

‘While the Department’s 387 was designed to limit Losa’s authority
in connection with the offer to be made to Peruvian officials, there was
no intention to limit his freedom to discuss all problems fully with
the Embassy even should he disagree with the policies or instructions
of his Washington office.

The foregoing represents the thoughts of the Department and RDC
after full consultation. Tt istherefore requested that the Embassy and
Losa proceed in accordance with Department’s 387 and the circular
telegram unless further serious objections not covered by this telegram
are perceived. It would appear particularly desirable to make the
offer as soon as possible lest Peruvian authorities learn first from other
sources that RDC is making these offers generally and thereby mis-
takenly conclude that Peru is not to be offered an extension. The
Rio de Janeiro discussions are virtually completed and wide publicity
is contemplated in Brazil.®®

Grew

102.8951 : Telegram
The Ambassador in Peruw (W hite) to the Secretary of State

Liya, May 11, 1945—8 p. m.
[Received May 12—1:20 a. m. ]

485. Truslow RDC from Losa. Reurtels 387, April 19, and 423,
April 30, 8 p. m. Have concluded an exchange of letters Wlth Mm—
-isterio de Hacienda regarding extension of the rubber and price bonus
agreements to June 30, 1947. Their reply expresses complete agree-
ment to these extensions in principle and under the same present terms
and further indicate their readiness to formalize these extensions with
official exchange of notes through American Embassy. This offer to
extend agreements to June 30, 1947, greatly appreciated by both Min-
ister East and Peruvian Amazon Corporation directors. Am con-
fident that effective publicity will be given this news with resultant
gratifying results in the form of increased rubber production for the

remainder of the program.®® [Losa.]
WHITE

® For documentation on the extension of the rubber agreements with Brazil,
see pp. T01 ff.

®The notes exchanged were dated May 15 and 18, 1945, not printed.
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811.20 Defense (M) Peru/7-2445
The Acting Secretary of State to the Ambassador in Peru (Pawley)

No. 25 WasHINGTON, August 7, 1945.

Sir: There is enclosed a draft of a suggested note ™ for transmission
to the Minister of Foreign Affairs ™ discussing the future plans of
the United States Government concerning the purchases of ores and
concentrates of lead, zinc, and copper in Peru.

The Foreign Economic Administration has informed the Depart-
ment that supply-requirement estimates indicate some further revision
will be necessary for purchases of metals and minerals in foreign
countries, including Peru, during the fourth quarter of this year.
To insure future flexibility for orderly curtailment in purchases by
the United States Government, FEA has suggested that an appropriate
note be sent to the Peruvian Government. The note is also in com-
pliance with the Overall Metals and Minerals Agreement as revised
August 28, 1944, which provides for three months’ notice for revision
of the quantity of any metal or mineral covered by the Agreement.

The Department is advised by FEA that no immediate reduction
in purchases of lead is contemplated and, since some zinc concen-
trates must be purchased to secure lead, zinc purchases may not
necessarily be limited to the quantity stipulated in the suggested note.

For the information of the Embassy, FEA is sharply curtailing its
procurement of copper from all foreign sources in the fourth quarter,
particularly its purchases of copper ores and concentrates. Maxi-
mum future flexibility to curtail purchases of these materials is desir-
able since processing to refined copper is not completed until several
months after their delivery.

Very truly yours, For the Acting Secretary of State:

Nerson A. ROCKEFELLER

811.20 Defense (M) Peru/9-1445: Telegram

The Ambassador in Perw (Pawley) to the Secretary of State

Lima, September 14, 1945.

[Received 3:45 p. m.]

951. Reurtel 871, 12th."> Suggested note to Peruvian Government
was delivered personally by me on August 20 to Ministry for Foreign

™ Not printed ; the draft note provided for a limitation on the purchase of lead
ores and concentrates to 10,000 metric tons per year, of zine sulphide ores and

concentrates to 25,000 metric tons per year, and none of copper ores and
concentrates.

" Javier Correa Elias.

" Not printed ; it referred to draft note enclosed with instruction 25, August 7,
SUPra.
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Affairs which to date has not acknowledged same. Since note simply

gave notice it is possible no reply will be received.
Pawrey

811.20 Defense (M) Peru/9-2445
The Acting Secretary of State to the Ambassador in Peru (Pawley)

No. 89 ‘W asaINgTON, October 5, 1945.

Str: There is enclosed a draft of a suggested note " for transmission
to the Minister of Foreign Affairs concerning the future plans of the
United States Government for purchases of lead and zinc in Peru.

The Foreign Economic Administration has suggested that the Over-
all Metals and Minerals Agreement be further revised to eliminate
this Government’s obligation to purchase zinc ores and concentrates
in the final three months of the Agreement. It is also suggested that
the Peruvian Government be advised of the intention of the U.S. Com-
mercial Company to terminate the Overall Metals and Minerals
Agreement effective six months from the date of notice, as provided for
in the Agreement as revised, August 25, 1944,

The Embassy will note that no change is being made with respect
to the stipulated quantity of lead ores and concentrates to be pur-
chased in the final three months of the Agreement.

Very truly yours, For the Acting Secretary of State:

Wintiam L. Crayron

103.9151/11-845 : Telegram
The Chargé in Peru (Trueblood) to the Secretary of State

Lima, November 8, 1945.
[Received 9:42 p. m.]
1126. Rubber Development Agency here is involved in various
judicial proceedings whereunder individuals are presenting claims.
In absence of provisions in basic agreements bearing on legal responsi-
bility of agency, he [#] has requested Embassy to address Foreign
Office pointing out that organization is agency of United States Gov-
ernment, that neither he [#¢] nor any officer in it is empowered to
participate in judicial proceedings in Peruvian courts, and recommend-
ing that Peruvian Government arrange to handle these proceedings
with any valid claims resulting therefrom to be presented for dis-
cussion on diplomatic level since contempt proceedings already initi-
ated against agency for failure to appear in Iquitos courts. The De-
partment’s prompt instructions would be greatly appreciated.
TRUEBLOOD

™ Not printed.
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103.9151/11-845 : Telegram
The Secretary of State to the Chargé in Peru (Trueblood)

WasHINGTON, November 10, 1945—1 p. m.

1012. Your 1126 November 8. Endeavor to persuade Foreign Min-

ister to have suits against Rubber Development Corporation suspended

pending efforts to effect reasonable direct settlements. Further in-
structions will follow.

Byr~es

103.9151/11-845 ; Telegram
The Secretary of State to the Chargé in Peru (T'rueblood)

Wasnrixeron, December 4, 1945—7 p. m.

1054. Discuss orally with Foreign Minister R.D.C. cases referred to
in Dept’s 1012, Nov 10. With reference to suit relating to taking of
sand, say Dept is informed that there was an understanding between
R.D.C. and Peruvian Foreign Office that former would be free to take
sand from the lands in question.

As to suits of employees, R.D.C. assures Dept that it is willing to
pay such amount in each case as Peruvian Labor Office considers due,
and that compensation paid or offered to employees was in accordance
with determination made by Labor Office.

Endeavor to have cases disposed of in accordance with above under-
standings and suits withdrawn. TUnless this is done it may be neces-
sary to assert sovereign immunity.

Byryzus

103.9151 : Telegram
The Chargé in Peru (Trueblood) to the Secretary of State

Lima, December 28, 1945.

[Received December 28—7:02 p. m.]

1807. Corson™ RDC [from] Losa. Value equipment supplies
property plant and equipment available for sale to PAC™ totals
571,000 soles. PAC agreeable to purchase same at following payment
terms, 171,000 soles cash upon immediate delivery, balance in four
equal 60-day installments of 100,000 soles each covered by notes. Thus
permitting collection total value maximum 8 months. Sale equipment
supplies includes 3 million tapping cups for which no ready market due
present heavy PAC stocks. Consider sale terms equitable and our

- ™H. G. Corson, Vice President, Rubber Development Corporation.
™ Peruvian Amazon Corporation.
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best interests. Recommend immediate authorization conclude sale
these terms."® [Losa.]
TRUEBLOOD

DISCUSSIONS BETWEEN THE UNITED STATES AND PERU REGARDING
TRADE CONTROLS ™

$23.61331/1-1345 : Airgram
The Acting Secretary of State to the Ambassador in Peru (W hite)

WasHINgTON, January 13, 1945.

A-27. Embassy’s despatches 2002 of November 22 and 2042 of No-
vember 28, 1944.7 It would be appreciated if the Embassy would
report on the outcome of further conversations which it may have
had with the Peruvian authorities regarding the proposed 2% ad
valorem import tax and the 10-centavos tax on imported tobacco
products.

It is noted that Finance Minister East gave assurance that the new
import tax would not conflict with international agreements but that
he made no commitment with regard to the tax on tobacco products
which is higher in the case of imported products than in the case of
domestic products. As the Embassy is aware, these two provisions
are in conflict with Articles VII and II, respectively, of the trade
agreement between the United States and Peru.?

The Embassy is also requested to let the Department know whether
or not the new tax measure has become effective and whether or not
it has been modified in any respect. 1f the law has been promulgated,
the Embassy should so report as soon as possible in order that publica-
tion of it may be made by the Department of Commerce.

The Embassy may, in addition, have something to report regard-
ing the subject of the Peruvian excise taxes on tobacco products re-
ferred to in Department’s instruction no. 3741 of December 15, 1944.5°

GrEw

Accordmg to a morithly report transmitted in despateh 954, February 4 1946
(neither printed), an agreement was concluded in December by which the Gorpo-
ration sold to PAC supplies, equipment, and other propertles m lea, Iquitos,
Pucallpa, and Puerto Maldonado (103. 9151/2-446). -

" Continued from Foreign Relations, 1944, vol. viI, pp. 1534—1.)52

" Neither printed ; these communications contained information on pendmg tax
legislation that might adversely. affect! oil eompanies and on the conténtion of
the Peruvian Government that no contravention of the trade agreement between
the countries was intended (823.512/11-2244 and /11-2844).

(‘;gl)epartment of State Executive Agreement Series No. 256; 56 Stat. (pt. 2)
15

® Not printed ; the Department mdicated that the taxes in questwn were dis-
criminatory (823.61331/10-2344). ”
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823.51/1-2445 : Telegram
T he Ambassador in Peru (W hite) to the Secretary of State

Lima, January 24, 1945—7 p. m.
[Received 10: 20 p. m.]

83. The more favorable exchange situation described in despatch
2283 of January 2,52 seems to have deteriorated suddenly despite as-
surances to the contrary up to a few days ago. Central Reserve Bank
reports a decline in foreign exchange holdings to slightly less than
12 million United States dollars. This development has strengthened
the position of a group advocating controls, as a result of which com-
prehensive import and exchange control measures were made effective
this morning. Permits approved in advance are required for all im-
ports. It is stated that all applications for essential commerce, in-
dustry and financial services will be granted but that those for luxury,
unnecessary and excessive imports will be curtailed or denied.

All exporters are required to turn over the total foreign exchange
proceeds of exports to the Central Reserve Bank and no export permit
will be granted unless proof or assurance of such delivery of foreign
exchange to the Central Reserve Bank is given. Finance Minister
stated no exceptions will be made for Cerro de Pasco International
Petroleum and other companies operating with foreign capital, al-
though their needs of foreign exchange will be amply cared for.

It is stated that these import and exchange control measures are
definite and not subject to immediate withdrawal. Despatch
follows.83

‘WHITE

628.113/1-2645
The Ambassador in Peru (White) to the Secretary of State

[Extract]

No. 2491 Lima, January 26, 1945.
[Received February 7(%).]

Subject : Representations to the Foreign Office as to Tax Discrimina-

tions on American Import Merchandise,

Sik: I have the honor to refer to Embassy Airgram No. 88 of Janu-
ary 18, 1945, 2:30 p. m.®? in response to the Department’s Airgram
No. A-27 of January 3 [13]), 1945, and, in connection therewith, to
enclose a copy of the formal note dated January 22, 1945,%* sent to the
Minister of Foreign Affairs,® in which violations of Articles IT and

2 Not printed.
% Degpatch 2482, January 26, not printed.
% Manuel C. Gallagher.
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VII of the Peruvian-American Reciprocal Trade Agreement are dis-
cussed in connection with certain taxes on American import merchan-
dise. As soon as a response is received from the Minister of Foreign
Affairs to my request that I be advised what steps the Peruvian
Government can take toward adjusting the differences discussed to the
provisions of the Trade Agreement, a prompt report will be duly
forwarded to the Department.

In making these representations, I considered that inasmuch as in-
formal discussions had failed to achieve useful results, it was desirable
to include in a formal communication a complete statement of in-
stances involving violations of the provisions of the Trade Agreement
on the ground suggested in the Department’s Airgram No. A-29 of
January 17, 194585 that acquiescence in the continuation of minor
violations, such as the port taxes at Salaverry and Pisco, might only
encourage the continuance of the greater violations. For this reason,
mention was made in my note of the additional port charge of $1.00
per 1000 board feet imposed on lumber, a minor instance contrary
to the provisions of Article VII, as mentioned in Embassy Report
No. 23 of January 18, 1945,%° entitled, “Payment. of Port Charges
on the Importation of Wheat, Coal and Lumber at Peruvian Ports
Other Than Callao”. Inclusion of the discriminatory excise tax on
tobacco products was based upon the Department’s Air Mail Instruc-
tion No. 3741 of December 15, 1944, File 823.61331/10-2344.

As a reassurance to the Department that in other respects American
imports receive the benefits to which they are entitled by virtue of
Schedule I attached to the Trade Agreement and under the Most-
Favored-Nation clause, attention is invited to the special tables pre-
sented on pages XXX V-XLI of the Anuario del Comercio Exterior
del Peru, 1943, in which the uncollected duties applicable to mer-
chandise entitled to preferential treatment in accordance with Peru-
vian Trade Agreements with Brazil, Chile (including the Modus
Vivend: relating to the Tacna Customshouse), the United States,
Great Britain and Colombia are listed. . . .

Respectfully yours, J. C. Warre

823.51/1~2445 : Alrgram
The Acting Secretary of State to the Ambassador in Peru (W hite)

‘WasaINGTON, February 17, 1945.

A-99. Reference Embassy’s confidential telegram no. 83 of Janu-
ary 24, 1945. The Department has been investigating informally

% Not printed.
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and confidentially through Federal Reserve Bank of New York, the
dollar position of Peru in an endeavor to ascertain the reasons which
impelled the Government to establish exchange control. At present
Department’s data are preliminary and indicative of a trend rather
than definitive and conclusive as to the actual movements. Briefly,
the Department finds that over the last year there has been a weaken-
ing in the dollar exchange position of the Peruvian Central Bank
and a decided strengthening in the dollar position of the Peruvian
commercial banks and/or Peruvian individual accounts. Present
data indicate possible decline of 5 million dollars in Central Bank
position and substantial increase (possibly 10 million dollars or more)
in commercial bank and/or private accounts. Data presently avail-
able do not break down the commercial bank-private dollar accounts,
but the Department believes the bulk of the increase is in accounts
of Peruvian individuals and firms, this term including any accounts
for which Peruvian addresses are given on books of New York banks.
This view is supported by statements of New York banks to Federal
Reserve Bank of New York to effect that recent exchange difficulties
are attributable primarily to failure of Peruvian exporters to deliver
exchange to Central Bank . . . . Most of the data on which the fore-
going tentative views of the Department are based pertain to 1944 and
indicate that the tendencies described became especially notable in the
latter months of that year.
The Department will continue its investigation and will inform the
Embassy of the results by despatch.
Grew

623.113/3-545
The Ambassador in Pem (W hite) to the Secretary of State

No. 2771 : _ - Lima, March 5, 1945.
[Received March 13.]
Siz: I have the honor to refer to Embassy Despatches No. 2491 of
January 26, 1945, entitled, “Representations to the Foreign Office as
to Tax Dlscrlmmatlon on American Import Merchandise”, and No.
2567 of February 5, 1945,%¢ entitled, “Reply of the Foreign Office as to
Tax Discrimination on American Import Merchandise”, and in con-
nection therewith to enclose copies and translations of a formal note
from the Peruvian Foreign Office, No. (H)-6-3/40, of February 24,
1945, and its accompanying memorandum dated February 5, 1945
from the Ministry of Finance and Commerce in reply to the Em-
bassy’s formal representations with regard to tax discriminations

% Despatch 2567 not printed.
¢ Enclosures not printed.
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against various American products in contravention of the Peruvian-
American Reciprocal Trade Agreement.

The opinion of the Ministry of Finance and Commerce, which the
Ministry of Foreign Relations apparently shares, is flatly expressed
to the effect that the cited legal provisions and the taxes created by
them are applied in perfect harmony with the Agreement, and abide
by its terms and spirit.

With respect to toilet articles, the Finance Ministry asserts that
the taxes in question were applied prior to the conclusion of the Agree-
ment, which may not be applied retroactively. A similar argument
is presented with respect to the taxes imposed on tobacco products,
with the additional pleas that, on an ad valorem basis, the rate of tax-
ation on imported tobacco products is lower than for, domestic prod-
ucts, and that tobacco products are not included among the commodi-
ties specifically exempt from new taxes as provided in Article VII.
This, of course, entirely ignores the facts that the taxes for the Peru-
vian Santa Corporation are entirely new and give domestic products
a competitive price advantage.

With respect to the port taxes at Salaverry and Pisco, the Finance
Ministry refers to a report from the Superintendency of Customs dated
June 23, 1943, in which it was contended that the collections made by
the Customhouses at Salaverry and Pisco were in compliance with
Article IT of the Treaty, which permits taxation on merchandise cov-
ered by Article VII whenever it relates to an internal tax imposed
on a national product. The Finance Ministry contends that inasmuch
as the taxes created by Laws No. 9777 and No. 10016 are applicable
to coastwise trade, they are not in conflict with the Treaty.

This argument ignores the attitude of the Department, duly re-
ported to the Foreign Office by the Embassy, to the effect that the
United States would have deferred favorable action on the Trade
Agreement had it been aware of the discriminatory taxes on toilet
articles.

No copy of the report of the Superintendency of Customs dated
June 23, 1943, was furnished to the Embassy, and it has no record of
a memorandum to the Ministry of Foreign Relations dated June 22,
1943 (apparently a typographical error which should read “June 2,
1943”), in which, as stated in the Finance Ministry’s memorandum,
the Peruvian “opinion ... was officially accepted by the Depart-
ment of State”. The pertinent statement on this subject was made
by the Embassy in an informal memorandum of June 2, 1943 (sub-
sequent to the receipt of the Department’s air mail instruction No.
2452 of May 27, 1943, File 623.116/19A) % reading in part as follows:

8 Not printed.
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“A recent communication from the Department of State regarding
this matter expressed the view that Article IX has no application to
the taxes in question; and that the a%phcation of the taxes to imports
of articles in Schedule I appears to be in conflict with the provisions
of Article VII of the Agreement. However, the United States Gov-
ernment is not disposed to invoke the provisions of the Commercial
Agreement in respect to these taxes at the present time, these being
relatively small as applied to exports as well as to imports.

“The above résumé of the views of the Department of State regard-
ing the import and export taxes recently imposed at Salaverry and
Puerto Chicama is accordingly brought to the attention of the Min-
istry of Foreign Affairs for its information and for such action as
may be considered desirable in the harmonious application of the
Commercial Agreement between the two nations.”

Since the views of the two Governments are at such variance, it is
thought that the Department may wish to indicate the nature of the
reply to be made to the Peruvian Government.

Respectfully yours, J. C. WHrTE

623.006/6-1645
The Ambassador in Peru (White) to the Secretary of State

[Extract]

No. 3475 Lina, June 16, 1945,
[Received June 23.]

Sir: Supplementing Despatch No. 3319 of May 21, 1945,% entitled
“Peru’s Trade Controls Affect Imports from United States”, I have
the honor to inform the Department that import as well as exchange
permits have been granted with diminishing liberality during the
last three weeks, owing, it is said, to a 15% decline in the Central
Reserve Bank’s foreign exchange reserve fund.

The classes of merchandise more acutely affected were the so-called
luxury goods and other articles which the import and exchange
committees decided were unnecessary or could be replaced by domestic
manufacturers.

Under date of May 30, 1945, the Lima Chamber of Commerce dis-
tributed among the importing houses a memorandum explaining the
norms of the system as previously reported, but reversing one of the
former decisions. . .. the Committes announces,” stated the circu-
lar, “that it will not authorize the importation of any article for the
simple reason that the importer declares he has the necessary foreign
exchange, because if it should do so, it would imply encouragement to
the foreign exchange black market. Foreign exchange in possession of
the trade should be employed exclusively for the importation of mer-
chandise of interest in the national economy, in accordance with the

® Not printed.
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permits which the Import Committee may authorize prior to the plac-
ing of the order.”

Certain officials and business men attribute this less favorable situa-
tion to accentuated hesitancy during the days prior to and after June
10, when the national elections took place, but others, and, it is believed,
the majority, incline to the belief that the natural accumulative conse-
quences of such controls are the dominant factors. These observers
feel that substantial improvement will take place only after the incom-
ing authorities achieve the monetary and administrative reforms which
both parties have promised in their platforms; and that the only
alternative is a rigid control system.

. - . . . .

Respectfully yours, For the Ambassador:
JuriaN GrREENUP
Counselor for Economic Ajfairs

628.113/3-545
The Acting Secretary of State to the Chargé in Peru (T'rueblood)

No. 4140 WasniNGTON, July 2, 1945.

The Acting Secretary of State refers to the Embassy’s despatch no.
2771 of March 5, 1945 regarding several Peruvian tax laws which
include provisions considered to be in contravention of certain articles
of the trade agreement between the United States and Peru.

In view of the forthcoming change of Administration in Peru ®
and of the number of controversial matters that were still pending at
the time the Embassy’s despatch was received, the Department con-
sidered it advisable to hold in abeyance an instruction on the subject
of the trade-agreement violations. However, now that the new Ad-
ministration will soon take office, it is hoped that the Embassy will
early find a favorable opportunity to discuss this matter with the
Peruvian authorities.

The following comments are made on some of the statements in the
memorandum addressed to the Peruvian Ministry of Foreign Relations
by the Ministry of Finance and Commerce, a copy of which the Em-
bassy enclosed with the despatch under reference.

The interpretation given in several places in the memorandum with
regard to the non-retroactive effect of the general provisions of the
trade agreement is contrary to well-established international practice
and the clear intent of the trade agreement. Were the general pro-
visions of the trade agreement which apply to customs treatment
(except for the duty reductions on Schedule items) to be considered

® José Luis Bustamante Rivero was elected President May 10 and was inaugu-
rated July 28, 1945,
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applicable only to laws and regulations which come into effect after
the date of signature of the trade agreement, the result would be to
continue in effect many of the very conditions which the agreement was
intended to remedy. The so-called “national treatment” article in
trade agreements embodies a recognized principle, just as does the
unconditional most-favored-nation provision, which is applicable, from
the effective date of the agreement, to all the commerce between the
two signatory countries regardless of what the practice to the contrary
may have been in the past. In other words, the discriminations in the
form of taxes on toilet articles and tobacco products which are higher
on imports from the United States than on like national products and
which were in effect at the time the trade agreement was signed, should
have been removed just as any discrimination in favor of a third
country was or should have been removed because of the unconditional
most-favored-nation provision.

The wording of Article IT clearly indicates that products imported
into either country from the other shall be exempt from ¢ discrimina-
tory internal taxes, regardless of whether or not such taxes were in
effect at the time the agreement was signed.

The taxes on tobacco products provided for by Peruvian Law 8433
and Law 10090 would not be considered discriminatory if the ad
valorem equivalent of the specific taxes were identical, or practically
identical, on imported and national products. However, under both
laws certain national products are exempt from the tax and in the case
of Law 8433, at least, the ad valorem equivalents of the specific tax
rates on the national product and on the like product of certain third
countries are substantially lower than the ad valorem equivalent of the
rate on the United States product. The Embassy is requested to ascer-
tain whether the ad valorem equivalent is identical in the case of the
taxes under Law 10090, as claimed in the Ministry’s memorandum.

With regard to Law 8433, the discrimination in favor of foreign
countries other than the United States is, of course, a violation of the
most-favored-nation provisions set forth in Article I and in the last
phrase of Article IT of the trade agreement. The wording of Article
I clearly indicates that these provisions apply to charges of any kind
and with respect to a7l laws or regulations in connection with importa-
tion, and to all laws or regulations affecting the sale, taxation or use
of imported articles within the country. Furthermore, Article I
clearly has retroactive effect since it expressly states that “any advan-
tage, favor, privilege or immunity which Aas been or may hereafter be
granted . . . to any article originating in or destined for any third
country shall be accorded immediately and unconditionally to the like
article originating in or destined for the Republic of Peru or the
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United States of America, respectively”. (Underlining added.)®*

In the case of the Peruvian port taxes, the Department has been:
giving this matter further study and has come to the conelusion that
if these taxes are levied also on the coastwise trade, as the Ministry’s:
memorandum claims, they are not of the kind for which exemption can:
be claimed under Article VII of the trade agreement as outlined in the
Department’s instructions nos. 2174 and 2452 of March 2 and May 27,
1943, respectively,’® and a separate instruction will be sent the Embassy
on this subject at a later date.

Since the Department will need further information from the Em-
bassy with regard to port taxes and port charges, which may take time
to assemble, the Embassy may wish to take up informally with the
Peruvian authorities, as soon as the occasion presents itself, only the
subject of the discriminations in the taxes on toilet articles and tobacco
products. In that event, if the subject of port taxes is brought up,
the Embassy may wish merely to say that the matter is being given
further study by the Department.

It will be noted that in the foregoing paragraph it is suggested that
the Embassy take up informally the matter of the discriminatory taxes.
One reason for this is, of course, that the Embassy will probably be
dealing with a new set of officials, and the other is that it would be well
to avoid a written representation which would undoubtedly have to
refer to the Embassy’s note 546 of January 22, 1945 ° in which the
port taxes were mentioned and in which there were inadvertently
omitted references to the exemptions from taxation of certain toilet
articles and tobacco products of domestic origin. (See Embassy’s
despatch no. 2491 of January 26, 1945.)

800.24/7-2445 : Alrgram
The Chargé in Peru (Trueblood) to the Secretary of State

Lima, July 17, 1945.
[Received July 24—6 p. m.]
A-—481. Reference Department’s secret circular telegram of July 14,
1945, 2 p. m.** concerning the proposed liquidation of the Decentrali-
zation Plan for export control.®
* Printed in italics.
% Not printed.
" Ante, p. 545.
*The decentralization plan lodged considerable responsibility for war-time

trade controls in the individual states, and produced a small positive list of com-
modities in short supply about which those countries indicated their preferences.

T75-987—69——86
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The Country Agency has been informed by letter of this proposal,
and the verbal comments of its chief *¢ have been obtained. He stated
that he would welcome the total abolition of the Decentralization Plan
and the import recommendation procedure, and pointed out that the
Peruvian Government has in its own Import License system a com-
plete control over the quantities of each commodity imported into
Peru from any source.

From previous remarks on the general subject of the import recom-
mendation system, the Embassy is confident that the Peruvian Min-
ister of Finance and Commerce (of whose Ministry the Country
Agency is a part) will likewise be entirely agreeable to the liquidation
of the Decentralization Plan.

The Chief of the Country Ageney suggests that no public announce-
ment of this liquidation be made until the third quarter import recom-
mendations have been processed locally and issued to the prospective
importers. This would probably involve the withholding of a public
announcement until August 15. He fears that if the proposed liquida-
tion is announced before that time, the Decentralization Plan will
more or less collapse well before October 1, 1945, interrupting the
regular issuance of third quarter import recommendations and thus
adversely affecting FEA’s® administration of the quotas involved.
The Embassy concurs in his suggestion.

The Embassy agrees that it would be desirable to liquidate the
Decentralization Plan in the near future, and concurs in the proposal
that this be effected as of October 1, 1945. Since the Embassy is not
sure, from the wording of the Department’s circular telegram of
July 14, 2 p. m., whether it is only proposed to liquidate the Plan
or whether it has been definitely decided to do so, the Embassy re-
quests that it be instructed as to whether or not it may inform the
Peruvian Government, by formal note, that the liquidation will defi-
nitely become effective on October 1.%3

TruEBELOOD

623.116/9-2045
The Acting Secretary of State to the Perwvian Ambassador (Beltrin)

The Acting Secretary of State presents his compliments to His
Excellency the Ambassador of Peru and has the honor to bring to his
attention a matter which has for several months been of considerable
concern to the United States Government.

“ The Superintendent of Imports, Wilfredo Plucker.
:: Foreign Fconomic Administration.

Ambassador Pawley reported in telegram 709, July 81, 4 p. m., that the pro-
posed liquidation of the Decentralization Plan was approved by the Country
x_&geney, the Embassy, and the representatives of the Foreign Economic Admin-
istration (800.24/7-1345).
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As His Excellency is aware, the Peruvian Government in January
of this year felt it necessary to institute import and exchange con-
trol regulations. This decision was observed with regret by the
United States Government not only because Peru had hitherto served
as an outstanding and inspiring example to other nations of the world
of a country which had kept its foreign trade free of controls but
also because these controls were instituted at a time when many other
countries, including the United States, were relaxing their wartime
trade restrictions and were planning to make every effort to end the
remaining wartime controls at the earliest possible moment in the
interest of the world trade expansion which is so necessary to the
prosperity and peace of the world.

At the time the Peruvian system of import and exchange control
was instituted, it was announced that the import permits were re-
quired in order to impede the entry into the country of de luxe ar-
ticles, unnecessary articles, or articles which exceed the necessities of
consumption. However, American exporters have complained that,
in the operation of this import control, licenses for necessities such
as pharmaceuticals have been refused while licenses for some luxuries
have been granted. In addition, it has been reported by TUnited
States exporters that there has been discrimination in favor of Peru-
vian importing firms as compared with American and other foreign
importing firms, and that licenses have been denied for the importa-
tion of products, not on the basis of a scarcity of exchange but because
of competition with Peruvian products. It is understood also that
imports have been impeded by delays in the granting of import 1i-
censes; import licenses have been denied without explanation of the
reason therefor, and no lists of luxury or unnecessary goods have ever
been published. Importers have therefore never known in advance
whether or not their application for import licenses would be re-
jected, which has added to the expense of importers in placing orders
abroad.

In addition to regretting the restrictive effect of such controls on
the trade of the United States and other countries at a time when it
would seem more appropriate for measures to be taken looking toward
an expansion of world trade, the United States Government believes
that the import restrictions should be considered by the Peruvian
Government in the light of the pertinent provisions of the trade agree-
ment between the United States and Peru.

Since the United States Government has accepted the proposal of
the Peruvian Government that preliminary and confidential discus-
sions regarding a new or revised trade agreement be undertaken soon,
the question of the Peruvian exchange and import controls is of
especial interest at this time, and it is hoped that the system of controls
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may be considerably relaxed and that the import control, as dis-
tinguished from exchange control, may be removed before such dis-
cussions reach the end of the preliminary stage. The subject of ex-
change control will also necessarily have to be considered during the
preliminary discussions.

Since it is understood that His Excellency’s Government is now
giving consideration to revising its system of import control, the
Acting Secretary of State would appreciate it if His Excellency would
convey to his Government the sentiments set forth above.

WasHINGTON, September 20, 1945,

611.2331/9-2545
The Acting Secretary of State to the Ambassador in Peru (Pawley)

No. 80 WasmiNgTON, September 25, 19435,

The Acting Secretary of State refers to the Department’s instruc-
tion no. 21 of August 7, 1945 ® regarding the possibilities of initiat-
ing preliminary and informal discussions looking toward the nego-
tiation of a new trade agreement between the United States and Peru.

On September 12 a memorandum *® was handed to the Peruvian
Ambassador which stated that the United States Government would
be glad to undertake such discussions at a mutually agreeable time,
that studies are being undertaken by this Government preparatory to
such discussions, and that the Department would be happy to receive
any proposals which the Peruvian Embassy might be prepared to:
make for use in these discussions.

A Country Committee on Peru has been constituted, including mem-
bers from the Departments of State, Commerce, Agriculture, and
Treasury, and the Tariff Commission, and the Committee will hold its
first meeting on September 27 to consider pertinent information of
a preliminary nature and to plan the groundwork for the discussions.

The Peruvian Ambassador left for Lima on September 21 and
expects to return to Washington around October 6 with proposals
from the Peruvian Government. Conversations may begin a week or
two thereafter.

The Embassy will be kept informed of developments and will no
doubt be called upon to furnish information of various kinds as the
work and discussions progress.

In the meantime, the Embassy is invited to make any comments
and to furnish any information it considers would be helpful to the
Department and the Country Committee.

® Not printed.
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The Embassy is also urged to reply as soon as possible to the De-
partment’s instruction no. 22 of August 7* regarding the subject of
port taxes and port charges, as well as to report what progress is being
made in its discussions with the Peruvian authorities regarding the
subject of the Peruvian internal taxes referred to in the Department’s
instruction no. 4140 of July 2.

It would be appreciated, in addition, if the Embassy would keep
the Department currently informed of developments in the matter of
the proposed revision of Peru’s exchange, export and import control
and would make fairly frequent reports on the operation of these
-controls.

611,2331/10-1845
T he Ambassador in Peruw (Pawley) to the Secretary of State

[Extracts]

No. 425 Linra, October 18, 1945,
[Received November 8.]

Sir: Replying to the Department’s confidential instruction No. 80
-of September 25, 1945, T have the honor to forward the following ob-
servations regarding the proposed negotiation of a new trade agree-
ment between the United States and Peru.

The data regarding port taxes and charges requested in the Depart-
ment’s instruction No. 22 of August 7, 1945,* are nearing completion
and will be forwarded during the coming week. [P.S.: This report
now completed is No. 256 (Restricted), dated October 19, 1945, en-
titled, “Port Charges in Peru not Previously Reported (Except as
Otherwise Noted)”.]*

Nothing new has developed with reference to the internal taxes men-
tioned in the Department’s instruction No. 4140 of July 2, 1945. The
subject was taken up with the Minister of Foreign Affairs in the Em-
bassy’s note No. 44, dated August 20, 1945, but no reply has been
received. : :

In order to avoid further delay, the Embassy reviewed and submitted
the available data on the internal tobacco taxes in Despatch No. 286 of
September 17, 1945, which enclosed a copy of note No. 44 2 referred
to above. The latter solicited the Peruvian Government’s assistance in
analyzing the internal as well as the port taxes and charges, since the
Peruvian technicians no doubt are in possession of factual details not
available to the Embassy. In its conversations with the Peruvian

* Not printed.
* Neither printed.
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delegates in Washington the Department may wish to suggest the value
of full and prompt cooperation if it is desired to conclude a mutually
satisfactory agreement within a reasonable period of time.

The instruction invited the Embassy to make any comments and to
furnish any information it considers would be helpful to the Depart-
ment. Those occupied with the pre-negotiation studies may find it
useful again to review Secret Despatch No. 123 of August 17, 19452
entitled “Business and Economic Angles on Peru’s New Government
and Congress”, and to the various despatches referred to therein, in
order to refresh their memories of Peru’s rather persistent irregulari-
ties of the past.

Although it is probable that certain of our pending problems in this
country cannot be solved or even considered directly in the treaty
negotiations, it is believed that the Department and the negotiating
officers will welcome reference again at this time to some of the more
prominent background information. The oldest and most difficult
of the unsolved problems are, of course, the dollar loans, originally
totaling 95 million dollars. These are composed of the 7 per cent
Tobacco Loan, 1927-1959, for 15 million dollars; the 6 per cent First
Series National Loan, 1927-1960, for 50 million dollars; and the 6 per
cent Second Series National Loan, 1928-1961, for 25 million dollars.
The service was suspended in 1931 after the principal had been reduced
to $81,547,500. Detailed information regarding the efforts of the bond
holders’ representatives to adjust this debt problem, and a considerable
amount of miscellaneous information pertaining to Peru’s general
economic and financial conditions may be found in the series of
despatches of which the last was No. 489 dated June 2, 19443 entitled
“Seventh Session Dollar Debt Discussions, May 31.”

The main point to be brought out here is that the Peruvians have
made no serious effort to renew service on these bonds in recent years
when the economic situation has been reasonably favorable, and not-
withstanding the fact that the Tobacco Loan was guaranteed by the
gross revenue of the tobacco monopoly, which ranged from S/12,030,218
in 1927 up to approximately S/34,000,000 in 1934.

.

The Peruvian trade control system may become, or may even now
be, one of the most obnoxious, for the obvious reason that a few men
may restrict or kill business by their own individual decision, without
laws or regulations to govern them or to protect the business men.
The complaints by Peruvian, American, Chilean, Canadian, Chinese
and British merchants and officials are now so numerous and coherent
as to point directly to such a conclusion. (There is also an accumu-
lating volume of testimony that Ricardo Maduefio, Manager of the

3 Not printed.
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Peruvian Government’s Banco Industrial is the principal hatchet man;
that he is anti-American, nationalistie, and stubborn.) It was the
Bank’s sales of silver, under Maduefio’s management, to the Casa
Welsch (Proclaimed List) which caused the Banco Industrial to be
placed on the Confidential List.

Mr. Wilfredo Pflucker, Superintendent of Importations, whose res-
ignation of July 81, 1945, was finally accepted on October 13, stated
that his views had been entirely disregarded and that he had not been
attending committee meetings for several weeks.

According to Mr. Pflucker, the committeemen have the support of
the large importing companies, which for the most part deal in ma-
chinery, building materials, foodstuffs, chemicals, and other commodi-
ties which have been classified as essentials. By virtue of that
situation they are able to obtain practically all the dollar exchange
they need, find their business prospering, and in fact look upon the
system as a convenient method of eliminating a certain amount of
competition.

In like manner, the local producers of medicinals, pharmaceutical
products, hats, shoes, textiles, etc., defend the import controls because
they are thus able to dispose of their manufactures, which, because of
inferior quality in many cases, do not move well in competition with
the finer imports (usually of United States origin.) As a general
rule, the local manufacturers are now enjoying unwonted profits by
charging import prices for their products.

Minor employees all along the line are in agreement also because
they make money on the margin by accepting fees or presents for
rendering special favors, according to the testimony of numerous
importers.

Mr. Pflucker reported that all of this had been discussed in the
meetings of the general steering committee, among whose members, he
said, are Messrs. Clemente de Althaus and Alcides Velarde of the
Central Reserve Bank, Superintendent of Banks Figari, Mr. David
Dasso, Price Control Officer Diaz Dulanto, Mr. Ricardo Maduefio, Mr.
Jorge Chamot, and (until October 12) Mr. Pflucker. According to
this experienced informant, the committee, as well as the President
himself, defends the system as the only practical method during this
period of political uncertainty which encourages the continued flight
and hiding of dollar exchange.

It is now evident that we are not going to obtain a clear solution
of this problem by the simple process of persuasion, although we shall
no doubt be able to effect adjustments here and there in individual cases,
as have been reported in previous communications.

We have engaged in repeated conversations with the leading repre-
sentatives of American exporters, encouraging them to take united
action. One of their most concerted acts was a protest published in
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the newspapers of September 5, 1945, a translation of which is attached
hereto as enclosure No. 1.* The document is excellent and self-ex-
planatory. Nevertheless, it produced no useful results, as may be ob-
served by reading ex-Finance Minister Ferrero’s reply, which is
translated in enclosure No. 2.*

My Note No. 44 of August 20, 1945, to the Minister of Foreign
Affairs, a copy of which was enclosed with Despatch No. 286 of
‘September 17, 1945, entitled “Discriminatory Taxes on American
"Tobacco and Other Products”, has remained unanswered, as has Mr.
‘Greenup’s letter of September 4, 1945, to ex-Finance Minister Ferrero
(enclosure No. 3 %).

Our latest official communication on the subject, Mr. Greenup’s
Memorandum of October 11, 1945, (Enclosure No. 4)¢ to the new
Finance Minister Carlos Montero Bernales, has not yet been answered,
although the Minister stated that he would look into the matter, and
published a notice in the newspapers the following day (October 12) to
the effect that he “contemplated the revision of the system of control
on foreign trade, the ‘traffic’ in foreign exchange, prices, and other
-controls exercised by this Ministry in order to put them in line with
the economic exigencies of the moment and coordinate them with the
-other controls exercised by other Ministries”. It is beginning to ap-
pear as if statements and promises of this character are appeasers,
similar to those to the effect that Peru is going to exert every effort
“within the economic posgibilities of the country,” to meet the de-
faulted debt obligations.

The Peruvians no doubt will endeavor to use the trade and exchange
controls as a bargaining instrument. Such procedure would be most
unfair in view of the exceptionally great favors we have accorded to
this country. To obstruct any movement of that nature, one of the
higher officers might intimate to Ambassador Beltran that the United
States expects an immediate 1mpr0vement in the application of the
controls to the United States before sermus consideration can be
given'to arantmg concessions to Peru.

The hour for straight-forward, unsentlmental business methods
with Peru is overdue. It is ba.d enough to injure ourselves, but
dehberately to go on prov1d1ng a friendly nation and people with
the facilities for perpetuating “political and economic gangsterism”
is dangerous to both countries. This may well represent my own con-
clusion and that of our compatriots of long experience in Peru, but
what is really important is that the conspicuous Peruvian leaders
have the same opinion. The foregoing descriptive terms (in quota-
tions) are their own, and in using them they have declared in sincerity

* Not printed.
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that it would be a godsend to this nation if the United States would
place emphasis on fairness in our governmental economic relations
rather than upon cooperative or unconditional contributions. I be-
lieve that such a practice, added to our overall good neighbor policy,
would contribute much toward making the relations between Peru and
the United States exemplary in the family of nations.

Despatch No. 423, of October 17, 1945,° regarding a proposed law
to increase the export duty on silver, produced largely by the Ameri-
can Cerro de Pasco Copper Corporation, contributes additional sug-
gestions and recommendations of value.

Respectfully yours, Wittam D. Pawrey

623.116/11-3045

Memorandum, of Conwversations, by Mr. Alexander Schnee of the
Division of North and West Coast Affairs

[WasHINGTON,] November 30, 1945.

Participants: Sr. Carlos Montero Bernales, Peruvian Finance Min-

ister

Sr. Carlos Vidal, Member Advisory Committee, Peru-
vian Finance Ministry

Sr. Carlos Franco, Member Advisory Committee, Peru-
vian Finance Ministry

CPs—Mrs. Amelia H. Hood

CP—Lt. Col. Harry R. Turkel

FN’—Mr. James C. Corliss

NWC—Mr. Alexander Schnee

At the outset of the conversations Mr. Schnee explained to the Min-
ister that the Department was anxious to avail itself of the oppor-
tunity provided by his presence in Washington to learn something
of the Peruvian Government’s plans with respect to import and ex-
change controls. It was explained that this interest grew out of the
general interest in the subject as well as recent reports which in-
dicated that the Peruvian Government was giving some thought to-
the desirability of enacting into law the controls which had been in-
stituted early this year.

The Minister stated that he had already taken steps to reorganize
the control administration with a view to centralizing administrative
procedure and liberalizing control measures. The Minister stated
that important measures had already been taken towards this end and
that as a concrete example of the results he could point to the permits,.

5 Not printed.
° Division of Commercial Policy.
" Division of Finaneial Affairs.
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issued at his suggestion shortly before he left Lima, for the importa-
tion of 400 automobiles from the United States.

Sr. Montero stated that he was optimistic with respect to the Peru-
vian exchange position during the coming months in view of (1)
the United States purchasing program, (2) the return of capital which
had left the country because of the political uncertainty which fol-
lowed the elections, (3) the prospects for future expansion of industry
with the aid of United States capital, and (4) the informal arrange-
ment (“gentlemen’s agreement”) made with a few of the larger Amer-
ican companies operating in Peru which would result in their volun-
tarily reinvesting a greater proportion of their returns in Peru for
the next year or two.

As a result of the foregoing developments the Minister stated that
he confidently expected that within a period of five or six months the
Peruvian Government would be able to eliminate import and exchange
controls.

Sr. Franco then reviewed briefly the conditions which necessitated
the establishment of controls and stated that the flight of capital
referred to above was an important factor in the establishment of these
controls.

In connection with the subject of foreign capital in Peru, Sr. Franco
mentioned plans to build up the economy of Peru, by industrialization
and otherwise, and made the statement that he felt that Peruvian
capital should be used to a greater extent, that Peruvians should have a
50 percent interest in enterprises in Peru in which foreigners are inter-
ested, and that foreigners should send out of the country only that por-
tion of their net profits aggregating a return of 10 percent, investing
the balance in Peru. Whether or not these were merely his own per-
sonal views or those of some of the members of the Aprista Party was
not clear. The Finance Minister was not in the room when this state-
ment was made.

In reply to a direct question as to whether it was the policy of the
present Peruvian administration to continue controls the Finance
Minister stated that it definitely was not and that he was sure of the
support of Haya de la Torre, leader of the Aprista Party, and Senator
Seoane in this viewpoint. Colonel Turkel referred to Articles IIT
and X of the present trade agreement between the United States and
Peru, which have to do with import restrictions, and stated that it has
been the policy of our Government to discourage the use of exchange
controls as a means of curbing trade and that under conditions re-
quiring a nation to regulate imports the United States has favored
publicly announced quota arrangements. Sr. Franco replied that he
agreed that the proper procedure would be to eliminate exchange con-
trols first and that if continued import controls were necessary, they
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should be on a quota basis. The Minister made notes upon mention
of the trade agreement, and Colonel Turkel gave him a copy of the
agreement.

During this discussion the Minister stated that it was his hope that
the new approach to international trade as envisioned in the Bretton
Woods Agreement, ® would facilitate the handling of Peruvian foreign
exchange requirements and would thus decrease the necessity for trade
and exchange controls. He mentioned the December 31 deadline,
which would indicate that Peru hopes to sign the Bretton Woods
Agreement before that date.

Finally, the Minister suggested that the proposed preliminary con-
versations regarding a new trade agreement be postponed until after
the first of the year when the Peruvian situation would be clarified.
This was the only mention of the proposed negotiations.

& For documentation on the United Nations Monetary and Financial Confer-
ence at Bretton Woods, New Hampshire, July 1-22, 1944, see Foreign Relations,
1944, vol. 11, pp. 106 ff. For texts of the agreements, see Department of State,
Conference Series No. 55 : Final Act and Related Documents.



